Jaiprakash Associates Limited

Good 3Q Led By Rebound In E&C

B 3QFY09: Sales +47%; EBITDA +31%; Rec. PAT 26%YoY; Buy

JPA 3Q recurring PAT up 26%YoY was +13% ahead of MLe on rebound in
construction business led by improved execution at Yamuna Expressway and
Karcham Wangtoo projects and dividends (Rs665mn) from its power subs. We cut our
FY10E EPS by 10% on likely weak cement business and PO to Rs230 (from Rs285)
to reflect de-rating of comps. Retain Buy, JPA remains one of our top Infra picks.

Rebound in E&C off-set weak cement; Power Subs. shine
JPA’s 3Q validates our view that a rebound in E&C led by Yamuna Expressway
and Karcham hydro projects — sales +71%YoY and EBIT >2x will compensate for
a weak cement (sales +15%YoY; EBIT -6.5%Y0Y). This led to recurring PAT at
Rs1.97bn +26%YoY. Provision of one-time severance pay of Rs450mn for
Baglihar project (completed) workers, led reported PAT to Rs1.65bn. Cement was
a drag - EBITDA/tn fell 13% (Rs990/tn) and EBIT margins -620bps YoY on
volume +15%YoY. JP commissioned 2mtpa cement plant in Jan’09 and aims to
start 4mt more in 4QF'09.

Cut earnings on weak cement ahead; PO Cut to Rs230 (285)
We have cut our FY10E EPS by 10% to factor-in lower cement prices (-7.5% v/s -
5%) and lower volumes (13mmtpa v/s 13.5) on delay in commissioning of projects and
slowed demand in North and Central India. We cut our PO to Rs230 (from Rs285) as
we factor-in de-rating across its businesses — E&C 7x (10x), cement (US$75/tn v/s
US$100 & 8x EV/EBITDA) and IPP assets (10% discount to DCF).

Buy deep value assets & 20% EPS CAGR

We reiterate our Buy rating on JPA as it offers a blend of value asset play (71%
discount to NAV; 1.2x FY10E P/BV) and 20% CAGR in parent EPS (FY8-10E).
Potential triggers are a) improved macro — lower inflation / rates, b) on-time
execution of projects (Karcham), c) monetization of realty land bank; and d)
development of Yamuna Expressway region (airport).

. Estimates (Mar)

(Rs) 2007A  2008A 2009E 2010E 2011
Net Income (Adjusted - mn) 4,149 6,097 7,998 10,585 NA
EPS 378 5.20 5.62 7.44 NA
EPS Change (YoY) -36.4% 37.5% 7.9% 32.4% NA
Dividend / Share 0.719 0.978 0.770 0.924 NA
Free Cash Flow / Share (9.95) (17.70) (5.35) 7.33 NA

Valuation (Mar)

2007TA  2008A  2009E  2010E 2011

PIE 17.44x 12.68x 11.75x 8.88x NA
Dividend Yield 1.09% 1.48% 1.17% 1.40% NA
EV /EBITDA* 14.44x 12.29x 8.71x 6.20x NA
Free Cash Flow Yield* -1161%  -22.07% -8.10% 11.10% NA

* For full definitions of iQmethod ™ measures, see page 9.
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Jaiprakash Associates Limited

Company Description

Jaiprakash Associates is an Infrastructure
conglomerate focused on Engg. & Construction of
hydro power stations, cement, expressways & real
estate. It owns a controlling stake in two hydro
plants totalling to 700MW and is currently setting up
another 1,500MW thermal power plants, 1,000MW
hydro unit and claims concession for another
3,245MW hydro stations. It is also doubling its
cement capacity and has interests in hotels &
hospitality sectors.

Investment Thesis

Key Income Statement Data (Mar) 2007A 2008A 2009E 2010E 2011
(Rs Millions)

Sales 34,715 39,851 63,315 92,363 NA
Gross Profit 17,103 20,290 27,165 36,609 NA
Sell General & Admin Expense (7,770) (9,319) (11,686) (14,875) NA
Operating Profit 7,703 8,937 13,048 18,371 NA
Net Interest & Other Income (1,504) (504) (1,623) (2,572) NA
Associates NA NA NA NA NA
Pretax Income 6,199 8,434 11,426 15,799 NA
Tax (expense) / Benefit (2,050) (2,337) (3,428) (5,214) NA
Net Income (Adjusted) 4,149 6,097 7,998 10,585 NA
Average Fully Diluted Shares Outstanding 1,096 1,253 1,506 1,506 NA
Key Cash Flow Statement Data

Net Income 4,149 6,097 7,998 10,585 NA
Depreciation & Amortization 1,631 2,033 2,431 3,363 NA
Change in Working Capital 2,941 277 (2,746) 2,370 NA
Deferred Taxation Charge 69 696 2,057 1,264 NA
Other Adjustments, Net 0 0 0 0 NA
Cash Flow from Operations 8,789 9,102 9,740 17,583 NA
Capital Expenditure (19,694) (29,837) (17,350) (7,150) NA
(Acquisition) / Disposal of Investments (2,192) (14,487) (8,972) (22,480) NA
Other Cash Inflow / (Outflow) 0 0 0 0 NA
Cash Flow from Investing (21,885) (44,324) (26,322) (29,630) NA
Shares Issue / (Repurchase) 42 151 504 0 NA
Cost of Dividends Paid (909) (1,341) (1,282) (1,539) NA
Cash Flow from Financing 10,722 39,052 18,791 (1,539) NA
Free Cash Flow (10,905) (20,735) (7,610) 10,433 NA
Net Debt 40,834 64,901 62,944 76,530 NA
Change in Net Debt 15,334 24,068 (1,958) 13,587 NA
Key Balance Sheet Data

Property, Plant & Equipment 29,220 37,115 64,184 64,821 NA
Other Non-Current Assets 40,043 74,438 71,260 96,890 NA
Trade Receivables 4,521 5,862 7,979 11,387 NA
Cash & Equivalents 14,324 18,154 20,363 6,776 NA
Other Current Assets 23,757 35,613 40,438 56,148 NA
Total Assets 111,863 171,183 204,224 236,022 NA
Long-Term Debt 55,158 83,056 83,307 83,307 NA
Other Non-Current Liabilities 4,901 5,597 7,653 8,917 NA
Short-Term Debt NA NA NA NA NA
Other Current Liabilities 23,077 36,551 40,748 62,236 NA
Total Liabilities 83,135 125,204 131,708 154,459 NA
Total Equity 28,728 45,979 72,517 81,563 NA
Total Equity & Liabilities 111,863 171,183 204,224 236,022 NA
iQmethod*" - Bus Performance*

Return On Capital Employed 7.2% 7.7% 7.2% 8.1% NA
Return On Equity 14.9% 16.3% 13.5% 13.7% NA
Operating Margin 22.2% 22.4% 20.6% 19.9% NA
EBITDA Margin 26.9% 27.5% 24.4% 23.5% NA
iQmethod* - Quality of Earnings*

Cash Realization Ratio 2.1x 1.5x 1.2x 1.7x NA
Asset Replacement Ratio 12.1x 14.7x 7.1x 2.1x NA
Tax Rate (Reported) 33.1% 27.7% 30.0% 33.0% NA
Net Debt-to-Equity Ratio 142.1% 141.2% 86.8% 93.8% NA
Interest Cover 3.0x 2.6x 3.4x 4.0x NA
Key Metrics

* For full definitions of iQmethod ™ measures, see page 9.

We believe key potential stock triggers are a)
acquisition of land for Taj Expressway & 2nd parcel
of real estate land bank at NOIDA, b) visibility on
development plan of Taj Expressway region like
Greater NOIDA international airport, F1 circuit etc.
and c) IPO/PE deals at JP Infratech & Power. While
the stock appears expensive on parent valuations,
we urge investors to look at the stock on NAV due to
the asset based nature of its business & holding
company structure.

Chart 1: Jaypee Infratech — Yamuna Expressway
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Chart 2: Jaypee Infratech — NOIDA Landbank

Source: Media
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Table 1: JPA - 3QFY09 Results Review

Rsmn 3QFY08
Sales 9,000
Construction, manufacturing & hotel (4,720)
% sales 52.4%
Staff (570)
% sales 6.3%
Other (1,480)
% sales 16.4%
Total Expenditure (6,770)
EBITDA 2,230
EBITDA Margin 24.8%
Depreciation (510)
EBIT 1,720
EBIT Margin 19.1%
Interest (790)
Other Income 430
PBT 1,360
PBT Margin 15.1%
Tax (390)
Tax Rate 28.7%
Recurring PAT 970
Recurring PAT Margin 10.8%
Dividend from Subsidiaries 590
Recurring PAT after Dividend 1,560
Exceptionals, net of tax 0
Reported PAT 1,560
Reported PAT Margin 17.3%

Segment Results

For the Period 3QFY08
Revenues

Cement 5,010
Construction 4,400
Power 10
Hotel 80
Investments 590
Others 150
Real Estate 0
Total 10,240
Less: Intersegment (220)
Income from Ops 10,020
PBIT

Cement 1,660
Construction 650
Power 0
Hotel 10
Investments 590
Others 0
Real Estate 0
Total 2,910
Interest (790)
Unallocables (170)
PBT 1,950

Source: Company

3QFY09
13,217

(7,565)
57.2%
77
5.9%
(1,953)
14.8%
(10,294)
2,923
22.1%
(646)
2,277
17.2%
(992)
589
1,874
14.2%
(571)
30.5%
1,303
9.9%
665
1,968
(313)
1,655
12.5%

3QFY09

5,773
7,517
37

73
665
71
664
14,801
(329)
14,471

1,552
1,319
21

13
665
0
272
3,842
(992)
(361)
2,489

% YoY
46.9%

60.3%

36.3%

31.9%

52.1%
31.1%

26.7%
32.4%

25.5%
37.1%
37.8%

46.5%

34.3%

12.7%
26.1%
N.A.
6.1%

% YoY

15.2%
70.8%
266.0%
-8.6%
12.7%
-52.5%
N.A.
44.5%
49.7%
44.4%

-6.5%
103.0%
N.A.
28.0%
12.7%
N.A.
N.A.
32.0%
25.5%
112.4%
27.6%
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Table 2: JPA - Sum-of-the Parts Valuation

Jaiprakash Associates Limited

Parts

Infrastructure

Engineering & Construction
Jaypee Infratech

JP Greens

Jaypee Ganga Infrastructure
Captive coal mine

Power

Baspa Il (300MW) - JHPL
JP PowerGrid

Vishnuprayag HEP (400MW)
Karcham Wangtoo HEP (1,000MW)
Siang HEP (2,025MW)
Hirong HEP (500MW)

Nigrie TPS (1,000MW)
Churk TPS (500MW)

Bina Power (1250MW)

Wind Power project (50MW)
Carbon Credits - CERs
Cement

Cement + captive power (Parent)
Gujarat Anjan - Ph |

SAIL Bhillai JvV

Hotels

Hotels

Steel

Malvika Steel

Projects under construction
Less: Net Debt

JPA Equity Value

Source: Banc of America Securities-Merrill Lynch Research Estimates

Rationale

Value (Rs mn)

Value (Rs/share)

172321 121
At 7x FY10E EBITDA - ~25% discount to target multiples of E&C majors - BHEL & L&T 63706 45
DCF; Noida land on development & other parcels on land sale 67762 48
DCF at WACC - 13.6% 14385 10
At Book Value 920 1
DCF at Cost of Equity - 12.6% 25548 18
147933 104
At 10% discount to DCF at Cost of equity - 12.7% for JPA's 63.3% stake 7570 5
At 10% discount to DCF at Cost of Equity - 15% for JPA's effective 46.9% stake 1597 1
At 10% discount to DCF at Cost of Equity - 13% for JPA's 80.6% stake 15514 11
At 10% discount to DCF at Cost of Equity - 15% for JPA's 80.6% stake 28024 20
At 10% discount to DCF at Cost of Equity - 16.4% for JPA's 71.7% stake 25539 18
At 10% discount to DCF at Cost of Equity - 16.4% for JPA's 71.7% stake 5602 4
At 10% discount to DCF at Cost of Equity - 13.8% for JPA's 80.6% stake 21136 15
At 10% discount to DCF at Cost of Equity - 13.8% for JPA's 100% stake 6149 4
At 10% discount to DCF at Cost of Equity - 13.8% for JPA's 80.6% stake 26420 19
At 2x Book Value 1500 1
At 10% discount to DCF at Cost of Equity - 15.3% for JPA's attributable stake 8881 6
61055 43
At US$75/tn - 40% discount to the industry's current replacement cost of US$125/ton - in line with
the trough valuation of industry majors 54900 39
US$75/tn for JPA's 98.9% stake 4344 3
At Book Value 1812 1
3991 3
At 2x FY10E Sales 3991 3
2570 2
At Book Value 2570 2
At Book value 15503 11
76530 54
326843 230
Table 3: JPA - Estimates change Summary (Parent)
(Rs mn) old New % change
Sales
FY08 39,851 39,851 0.0%
FYO9E 63,315 63,315 0.0%
FY10E 95,193 92,363 -3.0%
EBITDA
FY08 10,970 10,970 0.0%
FY09E 15,479 15,479 0.0%
FY10E 23,481 21,734 -1.4%
Recurring PAT
FY08 6,097 6,097 0.0%
FY09E 7,998 7,998 0.0%
FY10E 11,779 10,585 -10.1%
EPS (Rs)
FY08 5.2 5.2 0.0%
FYO9E 5.6 5.6 0.0%
FY10E 8.3 74 -10.1%

Source: Banc of America Securities-Merrill Lynch Research Estimates
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Table 4: JPA - Profit and Loss Statement (Parent)

Year End Mar31 (Rs mn) FYO06 FYO07 FYO8  FYO9E  FY10E
Income from operations 31648 34715 39851 63315 92363
% growth 14.5% 9.7% 14.8% 58.9% 45.9%
Construction and manufacturing expense (18934) (17501) (17784) (24888) (37363)
% of construction + cement + hospitality sales 59.8% 50.6% 48.3% 50.7% 54.5%
Raw Materials - Ashestos Sheets (110) (228) (133) (146)
% of Asbestos Sheets sales 85.7% 47.5% 85.0% 85.0%
Personnel expenses (1244) (1611) (2553) (2764) (3055)
% of sales 3.9% 4.6% 6.4% 4.4% 3.3%
Selling and distribution expense (2716) (3450) (3689) (5120) (7359)
% of sales 8.6% 9.9% 9.3% 8.1% 8.0%
Other expenses (2407) (2708) (3078) (3802) (4461)
% of sales 7.6% 7.8% 7.7% 6.0% 4.8%
Expenditure - JP Greens (1550) (2539) (4186)
% of JP Greens 60.6% 69.0% 65.0%
Expenditure - Taj Expressway 0 (8591) (14059)
% of Taj Expressway 83.0% 81.5%
Total Expenditure (25301) (25381) (28881) (47836)  (70629)
EBITDA 6346 9333 10970 15479 21734
% EBITDA Margin 20.1% 26.9% 27.5% 24.4% 23.5%
Depreciation (1515) (1631) (2033) (2431) (3363)
EBIT 4832 7703 8937 13048 18371
% EBIT Margin 15.3% 22.2% 22.4% 20.6% 19.9%
Interest and finance charges (2397) (2573) (3391) (3809) (4618)
Other Income 1598 1069 2888 2186 2046
PBT 4032 6199 8434 11426 15799
% PBT Margin 12.7% 17.9% 21.2% 18.0% 17.1%
Current tax provision (1240) (1981) (1641) (1371) (3950)
Deferred tax provision (6) (69) (696) (2057) (1264)
Adjustment for extra-ordinary

Total taxes (1246) (2050) (2337) (3428) (5214)
Effective Tax Rate 30.9% 33.1% 27.7% 30.0% 33.0%
Recuring PAT 2786 4149 6097 7998 10585
% Margin 8.8% 12.0% 15.3% 12.6% 11.5%
Total Extraordinary 3614 (0) 0 0 0
Reported PAT 6400 4149 6097 7998 10585

Source: Company, Banc of America Securities-Merrill Lynch Research Estimates
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Table 5: JPA - Balance Sheet Statement (Parent)

Year End Mar31 (Rs mn)
Share Capital
Reserves and Surplus

Miscellaneous Expenditure Written off

Equity Warrants
Networth

Deferred Tax Liability

Secured Loans
Unsecured Loans
-USD FCCBs | &1l
- Euro FCCBs I
- JPY ECB
- Others
Total Loan funds

Total Capital Employed

Gross Block
Accumulated Depreciation
Net Block

CWIP
Investments

Cash and bank balances
Inventories

Sundry Debtors

Other Current Assets
Loans and advances
Current Assets

Current Liabilities
Provisions

Current Liabilities & Provisions

Net Current Assets

Total Assets

FY06
2151
24671

®)
26817
4832

27214
14984
1096
8927

4962
42198

73847

36638
(11961)
24677

8761
15570

16698
12125
4224
34
9118
42198

15369

1991
17359
24839

73847

Source: Company, Banc of America Securities-Merrill Lynch Research Estimates

FYO07
2192
26537

®
28728
4901

36860
18298
89
9491
2902
5817
55158

88787

42019
(12800)
29220

22281
17761

14324
12646
4521
125
10985
42601

20036

3041
23077
19524

88787

FYO08
2343
39652
©
3985
45979

5597

46403
36653
15946
601
11556
8549
83056

134631

51662
(14547)
37115

42190
32248

18154
13075
5862
319
22219
59629

33491

3061
36551
23078

134631

FYO9E
2847
69670
)

0
72517

7653

46903
36404
15946
352
11556
8549
83307

163476

81162
(16978)
64184

30040
41220

20363
22203
7979
507
17728
68780

35525

5224
40748
28032

163476

FY10E
2847
78717
®

0
81563

8917

46903
36404
15946
352
11556
8549
83307

173787

85162
(20342)
64821

33190
63700

6776
30470
11387

739
24938
74311

54846

7389
62236
12076

173787
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Table 6: JPA - Cash Flow Statement (Parent)

Year End Mar31 (Rs mn) FYO06 FYO07 FYO8 FYO9E  FY10E
PBT 4032 6199 8434 11426 15799
Add: Depreciation 1515 1631 2033 2431 3363
Less: Taxes (1246) (2050) (2337) (3428) (5214)
Change in Deferred Tax Liability 6 69 696 2057 1264
Change in Inventories (6128) (522) (429) (9128) (8267)
Change in Debtors (521) (297) (1341) (2118) (3408)
Change in Other Assets (13) 91) (194) (188) (233)
Change in Loans & Advances (633) (1867) (11234) 4491 (7210)
Change in Current Liabilities 4370 4667 13455 2034 19322
Change in Provisions 665 1050 20 2163 2166
Net change in Working Capital (2259) 2941 277 (2746) 2370
Cash flow from Operating activities 2047 8789 9102 9740 17583
Extraordinary items & tax adjustments 3614 0) 0 0 0
Capex (10888) (19694)  (29837) (17350) (7150)
Investments (3651) (2191)  (14487) (8972)  (22480)
Cash flow from Investing activities (10925) (21885) (44324) (26322) (29630)
Change in share capital 388 42 151 504 0
Change in Debt 10209 12960 27898 251 0
Change in Reserves 8368 (1370) 12344 19318 0
Dividend & Dividend Tax (662) (909) (1341) (1282) (1539)
Cash flow from Financing activities 18303 10722 39052 18791 (1539)
Net inc/(dec) in cash & cash equivalents 9426 (2374) 3830 2208 (13587)
Cash & cash equivalents beginning of year 7272 16698 14324 18154 20363
Cash & cash equivalents end of year 16698 14324 18154 20363 6776

Source: Company, Banc of America Securities-Merrill Lynch Research Estimates

Table 7: JPA - Key Ratios & Valuations (Parent)

FY06 FY07 FY08  FYO9E  FYI10E

Share Price (Rs) 66 66 66 66 66
Number of Shares (mn) 1075 1096 1172 1424 1424
Fully Diluted Shares (mn) 1075 1096 1253 1506 1506
Basic Parent EPS (Rs) 2.6 3.8 5.2 5.6 74
EPS growth (%) 10.0% 46.1% 37.5% 7.9% 32.4%
Fully Diluted Parent EPS (Rs) 2.6 3.8 49 5.3 7.0
CEPS (Rs) 4.0 5.3 6.9 7.3 9.8
DPS (Rs) 05 0.7 1.0 0.8 0.9
PIE () 255 174 127 117 8.9
PICEPS (x) 16.5 125 9.5 9.0 6.7
Yield (%) 0.8% 1.1% 1.5% 1.2% 1.4%
RoE (%) 14.2% 14.9% 16.3% 13.5% 13.7%
Net Profit/ EBIT (%) 57.7% 53.9% 68.2% 61.3% 57.6%
EBIT/ Sales (%) 15.3% 22.2% 22.4% 20.6% 19.9%
Sales/ Assets (%) 51.5% 42.7% 35.7% 42.5% 54.8%
Assets/ Networth (%) 314.2% 292.8% 299.1% 251.6% 218.9%
RoCE (%) 7.9% 9.5% 8.0% 8.8% 10.9%
Market Cap (Rs mn) 70,969 72,349 77,319 93,966 93,966
Total Debt (Rs mn) 42,198 55,158 83,056 83,307 83,307
Cash (Rs mn) 16,698 14,324 18,154 20,363 6,776
Net Debt (Rs mn) 25,500 40,834 64,901 62,944 76,530
EV (Rs mn) 96,469 113,183 142,220 156,910 170,496
EV/EBITDA (x) 15.2 12.1 13.0 10.1 7.8
BV (Rs) 25 26 39 51 57
P/BV (x) 26 25 17 13 12
Net debt/ Equity (x) 1.0 14 14 0.9 0.9

Source: Company, Banc of America Securities-Merrill Lynch Research Estimates
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Price objective basis & risk
Jaiprakash (JPRKF)

Our PO of Rs230 for JPA is based on base case valuation for all parts ex-JP
Infratech, which is valued on bear-case valuations. Jaypee Infratech is valued at
Rs48/share on DCF basis. E&C business is valued at Rs45/share, 7x 1-yr
forward EBITDA - 25pct discount to target multiples of E&C majors - BHEL &
L&T. JP Greens is valued at Rs10/share based on DCF at WACC 13.6pct.
Jaypee Ganga is valued at book value of Rs1/share. Captive coal mine is valued
at Rs18/share based on DCF at Cost of Equity 12.6pct. Stake of 46.9-100pct in
Power projects are valued at 10pct discount to DCF at Rs104/share. Cement
business is valued at Rs43/share - Cement & captive power (Parent) at
Rs39/share at US$75/tn - 40% discount to the industry's current replacement cost
of US$125/ton, Gujarat Anjan at Rs3/share based on US$75/tn (US$100/tn) for
its 98.9pct stake and SAIL Bhillai JV at book value of Rs1/share. Hotel business
is valued at 2x FY10E Sales at Rs3share. Malvika Steel is valued at Rs2/share at
Book Value. Projects under construction are valued at Rs11/share at book value.
Removing net debt of Rs54/share we arrive at an SOTP value of Rs230/share.
JPA offers a blend of asset play & 20pct CAGR in parent EPS over FY08-10E.
Risks to our PO: a) Political/land acquisition hurdles at Yamuna Expressway, b)
slowdown in hydro power capex, c) demand-supply imbalance in cement
business, d) delay in monetization of assets and e) hydrology.
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I, Bharat Parekh, hereby certify that the views expressed in this research report
accurately reflect my personal views about the subject securities and issuers. |
also certify that no part of my compensation was, is, or will be, directly or
indirectly, related to the specific recommendations or view expressed in this
research report.
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Investment rating Company ML ticker Bloomberg symbol Analyst

BUY
Bharat Heavy BHHEF BHEL IN Bharat Parekh
Gujarat State GJRSF GUJS IN Vidyadhar Ginde
IVRCL Infrastruc IIFRF IVRC IN Bharat Parekh
Jaiprakash JPRKF JPAIN Bharat Parekh
Larsen & Toub -G LTORF LTOD LI Bharat Parekh
Larsen & Toubro LTOUF LTIN Bharat Parekh
Nagarjuna Const NGRJF NJCC IN Bharat Parekh
NCC-GDR XAKUF NJGR LX Bharat Parekh
NTPC Ltd NTHPF NATP IN Bharat Parekh
Reliance Infrastructure RCTDF RELI IN Bharat Parekh
Reliance Infrastructure RELFF RIFS LI Bharat Parekh
Suzlon Energy SZEYF SUEL IN Bharat Parekh
Zee Entertainmen XZETF ZIN Bharat Parekh

NEUTRAL
Gail India XGLAF GAIL IN Vidyadhar Ginde
Galil Limited - G GAILF GAID LI Vidyadhar Ginde
Gujarat Inds GUIJIF GIP IN Bharat Parekh
Neyveli Lignite NEYVF NLC IN Bharat Parekh
Sun TV LTD SUTVF SUNTVIN Bharat Parekh
Tata Pwr. Co. XTAWF TPWR IN Bharat Parekh

UNDERPERFORM
ABB ABVFF ABB IN Bharat Parekh
Balaji Tele BLJIF BLJT IN Bharat Parekh
Gujarat Gas Co GJGCF GGAS IN Vidyadhar Ginde
Indraprastha Gas IAGSF IGLIN Vidyadhar Ginde
Jaiprakash Hydro XJISHF JHPLIN Bharat Parekh
SIFY Limited SIFY SIFY US Bharat Parekh

REVIEW
GMR Infra GMRLF GMRI'IN Bharat Parekh

iQmethod*" Measures Definitions

Denominator
Total Assets — Current Liabilities + ST Debt + Accumulated Goodwill

Business Performance Numerator
Return On Capital Employed NOPAT = (EBIT + Interest Income) * (1 - Tax Rate) + Goodwill

Amortization Amortization
Return On Equity Net Income Shareholders’ Equity
Operating Margin Operating Profit Sales
Earnings Growth Expected 5-Year CAGR From Latest Actual N/A
Free Cash Flow Cash Flow From Operations — Total Capex N/A
Quality of Earnings
Cash Realization Ratio Cash Flow From Operations Net Income
Asset Replacement Ratio Capex Depreciation
Tax Rate Tax Charge Pre-Tax Income
Net Debt-To-Equity Ratio Net Debt = Total Debt, Less Cash & Equivalents Total Equity
Interest Cover EBIT Interest Expense

Valuation Toolkit
Price / Earnings Ratio
Price / Book Value

Current Share Price
Current Share Price

Diluted Earnings Per Share (Basis As Specified)
Shareholders’ Equity / Current Basic Shares

Dividend Yield Annualised Declared Cash Dividend Current Share Price
Free Cash Flow Yield Cash Flow From Operations — Total Capex Market Cap. = Current Share Price * Current Basic Shares
Enterprise Value / Sales EV = Current Share Price * Current Shares + Minority Equity + Net Debt + Sales

Other LT Liabilities
EV/EBITDA Enterprise Value Basic EBIT + Depreciation + Amortization
iQmethod SMis the set of Merrill Lynch standard measures that serve to maintain global consistency under three broad headings: Business Performance, Quality of Earnings, and validations. The key features of iQmethod are: A consistently
structured, detailed, and transparent methodology. Guidelines to maximize the effectiveness of the comparative valuation process, and to identify some common pitfalls.
iQdatabase ® is our real-time global research database that is sourced directly from our equity analysts' earnings models and includes forecasted as well as historical data for income statements, balance sheets, and cash flow statements for
companies covered by Merrill Lynch.
iQprofile s, iQmethod *™ are service marks of Merill Lynch & Co., Inc.iQdatabase ®is a registered service mark of Merrill Lynch & Co., Inc.
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B:Buy, N:Neutral, S: Sell, U: Underperform, PO : Price objective, NA : No longer valid
“Prior to May 31, 2008, the investment opinion system included Buy, Neutral and Sell. As of May 31, 2008, the investment opinion system includes Buy, Neutral and Underperform. Dark Grey shading indicates that a security is restricted with the
opinion suspended. Light grey shading indicates that a security is under review with the opinion withdrawn. The current investment opinion key is contained at the end of the report. Chart is current as of December 31, 2008 or such later date as
indicated.
BAS-ML price charts do not reflect analysts’ coverage of the stock at prior firms. Historical price charts relating to companies covered as of December 31, 2008 by former Banc of America Securities LLC (BAS) analysts are available to BAS clients
on the BAS website."

Investment Rating Distribution: Industrials/Multi-Industry Group (as of 01 Jan 2009)

Coverage Universe Count Percent Inv. Banking Relationships* Count Percent
Buy 51 50.50% Buy 10 21.74%
Neutral 20 19.80% Neutral 3 17.65%
Sell 30 29.70% Sell 3 12.00%
Investment Rating Distribution: Global Group (as of 01 Jan 2009)

Coverage Universe Count Percent Inv. Banking Relationships* Count Percent
Buy 1297 38.46% Buy 314 26.81%
Neutral 859 25.47% Neutral 210 28.23%
Sell 1216 36.06% Sell 229 20.71%

* Companies in respect of which MLPF&S or an affiliate has received compensation for investment banking services within the past 12 months. For purposes of this distribution, a stock
rated Underperform is included as a Sell.

FUNDAMENTAL EQUITY OPINION KEY: Opinions include a Volatility Risk Rating, an Investment Rating and an Income Rating. VOLATILITY RISK
RATINGS, indicators of potential price fluctuation, are: A - Low, B - Medium and C - High. INVESTMENT RATINGS reflect the analyst’s assessment of
a stock’s: (i) absolute total return potential and (ii) attractiveness for investment relative to other stocks within its Coverage Cluster (defined below).
There are three investment ratings: 1 - Buy stocks are expected to have a total return of at least 10% and are the most attractive stocks in the coverage
cluster; 2 - Neutral stocks are expected to remain flat or increase in value and are less attractive than Buy rated stocks and 3 - Underperform stocks
are the least attractive stocks in a coverage cluster. Analysts assign investment ratings considering, among other things, the 0-12 month total return
expectation for a stock and the firm’s guidelines for ratings dispersions (shown in the table below). The current price objective for a stock should be
referenced to better understand the total return expectation at any given time. The price objective reflects the analyst’s view of the potential price
appreciation (depreciation).

Investment rating Total return expectation (within 12-month period of date of initial rating)  Ratings dispersion guidelines for coverage cluster*
Buy > 10% < 70%
Neutral > 0% < 30%
Underperform N/A 2> 20%

* Ratings dispersions may vary from time to time where BAS-ML Research believes it better reflects the investment prospects of stocks in a Coverage Cluster.

INCOME RATINGS, indicators of potential cash dividends, are: 7 - same/higher (dividend considered to be secure), 8 - same/lower (dividend not
considered to be secure) and 9 - pays no cash dividend. Coverage Cluster is comprised of stocks covered by a single analyst or two or more analysts sharing
a common industry, sector, region or other classification(s). A stock’s coverage cluster is included in the most recent BAS-ML Comment referencing the stock.

In the US, retail sales and/or distribution of this report may be made only in states where these securities are exempt from registration or have been qualified for
sale: Jaiprakash.

MLPF&S or an affiliate expects to receive or intends to seek compensation for investment banking services from this company or an affiliate of the company
within the next three months: Jaiprakash.
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MLPF&S together with its affiliates beneficially owns one percent or more of the common stock of this company. If this report was issued on or after the 10th day
of the month, it reflects the ownership position on the last day of the previous month. Reports issued before the 10th day of a month reflect the ownership position at
the end of the second month preceding the date of the report: Jaiprakash.

The country in which this company is organized has certain laws or regulations that limit or restrict ownership of the company's shares by nationals of other
countries: Jaiprakash.

The analyst(s) responsible for covering the securities in this report receive compensation based upon, among other factors, the overall profitability of Merrill
Lynch, including profits derived from investment banking revenues.

Other Important Disclosures

Merrill Lynch Research policies relating to conflicts of interest are described at http://iwww.ml.com/media/43347.pdf.

"Merrill Lynch" includes Merrill Lynch, Pierce, Fenner & Smith Incorporated (*"MLPF&S") and its affiliates, including BofA (defined below). "BofA™
refers to Banc of America Securities LLC ("BAS"), Banc of America Securities Limited ("BASL"), Banc of America Investment Services, Inc (“"BAI") and
their affiliates. Investors should contact their Merrill Lynch or BofA representative if they have questions concerning this report.

Information relating to Non-US affiliates of Merrill Lynch and Distribution of Affiliate Research Reports:

MLPF&S, BAS, BAI, and BASL distribute, or may in the future distribute, research reports of the following non-US affiliates in the US (short name: legal name):
Merrill Lynch (France): Merrill Lynch Capital Markets (France) SAS; Merrill Lynch (Frankfurt): Merrill Lynch International Bank Ltd, Frankfurt Branch; Merrill Lynch
(South Africa): Merrill Lynch South Africa (Pty) Ltd; Merrill Lynch (Milan): Merrill Lynch International Bank Limited; MLPF&S (UK): Merrill Lynch, Pierce, Fenner &
Smith Limited; Merrill Lynch (Australia): Merrill Lynch Equities (Australia) Limited; Merrill Lynch (Hong Kong): Merrill Lynch (Asia Pacific) Limited; Merrill Lynch
(Singapore): Merrill Lynch (Singapore) Pte Ltd; Merrill Lynch (Canada): Merrill Lynch Canada Inc; Merrill Lynch (Mexico): Merrill Lynch Mexico, SA de CV, Casa de
Bolsa; Merrill Lynch (Argentina): Merrill Lynch Argentina SA; Merrill Lynch (Japan): Merrill Lynch Japan Securities Co, Ltd; Merrill Lynch (Seoul): Merrill Lynch
International Incorporated (Seoul Branch); Merrill Lynch (Taiwan): Merrill Lynch Securities (Taiwan) Ltd.; DSP Merrill Lynch (India): DSP Merrill Lynch Limited; PT
Merrill Lynch (Indonesia): PT Merrill Lynch Indonesia; Merrill Lynch (KL) Sdn. Bhd.: Merrill Lynch (Malaysia); Merrill Lynch (Israel): Merrill Lynch Israel Limited; Merrill
Lynch (Russia): Merrill Lynch CIS Limited, Moscow; Merrill Lynch (Turkey): Merrill Lynch Yatirim Bankasi A.S.; Merrill Lynch (Dubai): Merrill Lynch International Bank
Ltd, Dubai Branch; MLPF&S (Zurich rep. office): MLPF&S Incorporated Ziirich representative office.

This research report has been approved for publication in the United Kingdom by Merrill Lynch, Pierce, Fenner & Smith Limited and BASL, which are authorized
and regulated by the Financial Services Authority; has been considered and distributed in Japan by Merrill Lynch Japan Securities Co, Ltd and Banc of America
Securities - Japan, Inc., registered securities dealers under the Financial Instruments and Exchange Law in Japan; is distributed in Hong Kong by Merrill Lynch (Asia
Pacific) Limited and Banc of America Securities Asia Limited, which are regulated by the Hong Kong SFC and the Hong Kong Monetary Authority; is issued and
distributed in Taiwan by Merrill Lynch Securities (Taiwan) Ltd.; is issued and distributed in Malaysia by Merrill Lynch (KL) Sdn. Bhd., a licensed investment adviser
regulated by the Malaysian Securities Commission; is issued and distributed in India by DSP Merrill Lynch Limited; and is issued and distributed in Singapore by
Merrill Lynch International Bank Limited (Merchant Bank), Merrill Lynch (Singapore) Pte Ltd (Company Registration No.'s F 06872E and 198602883D respectively)
and Bank of America Singapore Limited (Merchant Bank). Merrill Lynch International Bank Limited (Merchant Bank), Merrill Lynch (Singapore) Pte Ltd and Bank of
America Singapore Limited (Merchant Bank) are regulated by the Monetary Authority of Singapore. Merrill Lynch Equities (Australia) Limited, (ABN 65 006 276 795),
AFS License 235132 and Banc of America Securities Limited (pursuant to the Australian Securities and Investment Commission Class Order 03/1101 under
paragraph 911A (2)(1) of the Corporations Act 2001) provide this report in Australia. No approval is required for publication or distribution of this report in Brazil.

Merrill Lynch (Frankfurt) distributes this report in Germany. Merrill Lynch (Frankfurt) is regulated by BaFin.

This research report has been prepared and issued by MLPF&S and/or one or more of its non-US affiliates. MLPF&S is the distributor of this research report in
the US and accepts full responsibility for research reports of its non-US affiliates distributed to MLPF&S clients in the US. Any US person (other than BAS, BAI and
their respective clients) receiving this research report and wishing to effect any transaction in any security discussed in the report should do so through MLPF&S and
not such foreign affiliates.

BAS distributes this research report to its clients and to its affiliate BAI and accepts responsibility for the distribution of this report in the US to BAS clients, but
not to the clients of BAI. BAl is a registered broker-dealer, member of FINRA and SIPC, and is a non-bank subsidiary of Bank of America, N.A. BAI accepts
responsibility for the distribution of this report in the US to BAI clients. Transactions by US persons that are BAS or BAI clients in any security discussed herein must
be carried out through BAS and BAI, respectively.
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General Investment Related Disclosures:

This research report provides general information only. Neither the information nor any opinion expressed constitutes an offer or an invitation to make an offer,
to buy or sell any securities or other financial instrument or any derivative related to such securities or instruments (e.g., options, futures, warrants, and contracts for
differences). This report is not intended to provide personal investment advice and it does not take into account the specific investment objectives, financial situation
and the particular needs of any specific person. Investors should seek financial advice regarding the appropriateness of investing in financial instruments and
implementing investment strategies discussed or recommended in this report and should understand that statements regarding future prospects may not be realized.
Any decision to purchase or subscribe for securities in any offering must be based solely on existing public information on such security or the information in the
prospectus or other offering document issued in connection with such offering, and not on this report.

Securities and other financial instruments discussed in this report, or recommended, offered or sold by Merrill Lynch, are not insured by the Federal Deposit
Insurance Corporation and are not deposits or other obligations of any insured depository institution (including, Bank of America, N.A.). Investments in general and,
derivatives, in particular, involve numerous risks, including, among others, market risk, counterparty default risk and liquidity risk. No security, financial instrument or
derivative is suitable for all investors. In some cases, securities and other financial instruments may be difficult to value or sell and reliable information about the
value or risks related to the security or financial instrument may be difficult to obtain. Investors should note that income from such securities and other financial
instruments, if any, may fluctuate and that price or value of such securities and instruments may rise or fall and, in some cases, investors may lose their entire
principal investment. Past performance is not necessarily a guide to future performance. Levels and basis for taxation may change.

This report may contain a short-term trading idea or recommendation, which highlights a specific near-term catalyst or event impacting the company or the
market that is anticipated to have a short-term price impact on the equity securities of the company. Short-term trading ideas and recommendations are different
from and do not affect a stock's fundamental equity rating, which reflects both a longer term total return expectation and attractiveness for investment relative to
other stocks within its Coverage Cluster. Short-term trading ideas and recommendations may be more or less positive than a stock's fundamental equity rating.

Foreign currency rates of exchange may adversely affect the value, price or income of any security or financial instrument mentioned in this report. Investors in
such securities and instruments, including ADRs, effectively assume currency risk.

UK Readers: The protections provided by the U.K. regulatory regime, including the Financial Services Scheme, do not apply in general to business coordinated
by Merrill Lynch entities located outside of the United Kingdom. These disclosures should be read in conjunction with the BASL general policy statement on the
handling of research conflicts, which is available upon request.

Officers of MLPF&S or one or more of its affiliates (other than research analysts) may have a financial interest in securities of the issuer(s) or in related
investments.

Merrill Lynch is a regular issuer of traded financial instruments linked to securities that may have been recommended in this report. Merrill Lynch may, at any
time, hold a trading position (long or short) in the securities and financial instruments discussed in this report.

Merrill Lynch, through business units other than BAS-ML Research, may have issued and may in the future issue trading ideas or recommendations that are
inconsistent with, and reach different conclusions from, the information presented in this report. Such ideas or recommendations reflect the different time frames,
assumptions, views and analytical methods of the persons who prepared them, and Merrill Lynch is under no obligation to ensure that such other trading ideas or
recommendations are brought to the attention of any recipient of this report.

In the event that the recipient received this report pursuant to a contract between the recipient and BAS for the provision of research services for a separate fee,
and in connection therewith BAS may be deemed to be acting as an investment adviser, such status relates, if at all, solely to the person with whom BAS has
contracted directly and does not extend beyond the delivery of this report (unless otherwise agreed specifically in writing by BAS). BAS is and continues to act solely
as a broker-dealer in connection with the execution of any transactions, including transactions in any securities mentioned in this report.

Copyright and General Information regarding Research Reports:

Copyright 2009 Merrill Lynch, Pierce, Fenner & Smith Incorporated. All rights reserved. iQmethod, iQmethod 2.0, iQprofile, iQtoolkit, iQworks are service marks
of Merrill Lynch & Co., Inc. iQanalytics®, iQcustom®, iQdatabase® are registered service marks of Merrill Lynch & Co., Inc. This research report is prepared for the
use of Merrill Lynch clients and may not be redistributed, retransmitted or disclosed, in whole or in part, or in any form or manner, without the express written consent
of Merrill Lynch. Merrill Lynch research reports are distributed simultaneously to internal and client websites and other portals by Merrill Lynch and are not publicly-
available materials. Any unauthorized use or disclosure is prohibited. Receipt and review of this research report constitutes your agreement not to redistribute,
retransmit, or disclose to others the contents, opinions, conclusion, or information contained in this report (including any investment recommendations, estimates or
price targets) without first obtaining expressed permission from an authorized officer of Merrill Lynch.

Materials prepared by Merrill Lynch research personnel are based on public information. Facts and views presented in this material have not been reviewed by,
and may not reflect information known to, professionals in other business areas of Merrill Lynch, including investment banking personnel. To the extent this report
discusses any legal proceeding or issues, it has not been prepared as nor is it intended to express any legal conclusion, opinion or advice. Investors should consult
their own legal advisers as to issues of law relating to the subject matter of this report. Merrill Lynch research personnel's knowledge of legal proceedings in which
any Merrill Lynch entity and/or its directors, officers and employees may be plaintiffs, defendants, co-defendants or co-plaintiffs with or involving companies
mentioned in this report is based on public information. Facts and views presented in this material that relate to any such proceedings have not been reviewed by,
discussed with, and may not reflect information known to, professionals in other business areas of Merrill Lynch in connection with the legal proceedings or matters
relevant to such proceedings.

This report has been prepared independently of any issuer of securities mentioned herein and not in connection with any proposed offering of securities or as
agent of any issuer of any securities. None of MLPF&S, any of its affiliates or their research analysts has any authority whatsoever to make any representation or
warranty on behalf of the issuer(s). Merrill Lynch policy prohibits research personnel from disclosing a recommendation, investment rating, or investment thesis for
review by an issuer prior to the publication of a research report containing such rating, recommendation or investment thesis.

Any information relating to the tax status of financial instruments discussed herein is not intended to provide tax advice or to be used by anyone to provide tax
advice. Investors are urged to seek tax advice based on their particular circumstances from an independent tax professional.

The information herein (other than disclosure information relating to Merrill Lynch and its affiliates) was obtained from various sources and we do not guarantee
its accuracy. This report may contain links to third-party websites. Merrill Lynch is not responsible for the content of any third-party website or any linked content
contained in a third-party website. Content contained on such third-party websites is not part of this report and is not incorporated by reference into this report. The
inclusion of a link in this report does not imply any endorsement by or any affiliation with Merrill Lynch. Access to any third-party website is at your own risk, and you
should always review the terms and privacy policies at third-party websites before submitting any personal information to them. Merrill Lynch is not responsible for
such terms and privacy policies and expressly disclaims any liability for them.

Subject to the quiet period applicable under laws of the various jurisdictions in which we distribute research reports and other legal and Merrill Lynch policy-
related restrictions on the publication of research reports, fundamental equity reports are produced on a regular basis as necessary to keep the investment
recommendation current.

Neither Merrill Lynch nor any officer or employee of Merrill Lynch accepts any liability whatsoever for any direct, indirect or consequential damages or losses
arising from any use of this report or its contents.
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