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Explanation of CRISIL Fundamental and Valuation (CFV) matrix

The CFV Matrix (CRISIL Fundamental and Valuation Matrix) addresses the two important analysis of an investment making process — Analysis
of Fundamentals (addressed through Fundamental Grade) and Analysis of Returns (Valuation Grade) The fundamental grade is assigned on a
five-point scale from grade 5 (indicating Excellent fundamentals) to grade 1 (Poor fundamentals) The valuation grade is assigned on a five-
point scale from grade 5 (indicating strong upside from the current market price (CMP)) to grade 1 (strong downside from the CMP).

CRISIL CRISIL
Fundamental Grade Assessment Valuation Grade Assessment
5/5 Excellent fundamentals 5/5 Strong upside (>25% from CMP)
4/5 Superior fundamentals 4/5 Upside (10-25% from CMP)
3/5 Good fundamentals 3/5 Align (+-10% from CMP)
2/5 Moderate fundamentals 2/5 Downside (negative 10-25% from CMP)
1/5 Poor fundamentals 1/5 Strong downside (<-25% from CMP)
About CRISIL Limited

CRISIL is a global analytical company providing ratings, research, and risk and policy advisory services. We are India’s leading ratings agency.
We are also the foremost provider of high-end research to the world’s largest banks and leading corporations.

About CRISIL Research

CRISIL Research is India's largest independent integrated research house. We provide insights, opinion and analysis on the Indian economy,
industry, capital markets and companies. We also conduct training programs to financial sector professionals on a wide array of technical
issues. We are India's most credible provider of economy and industry research. Our industry research covers 86 sectors and is known for its
rich insights and perspectives. Our analysis is supported by inputs from our network of more than 5,000 primary sources, including industry
experts, industry associations and trade channels. We play a key role in India's fixed income markets. We are the largest provider of valuation
of fixed income securities to the mutual fund, insurance and banking industries in the country. We are also the sole provider of debt and hybrid
indices to India's mutual fund and life insurance industries. We pioneered independent equity research in India, and are today the country's
largest independent equity research house. Our defining trait is the ability to convert information and data into expert judgements and forecasts
with complete objectivity. We leverage our deep understanding of the macro-economy and our extensive sector coverage to provide unique
insights on micro-macro and cross-sectoral linkages. Our talent pool comprises economists, sector experts, company analysts and information
management specialists.

CRISIL Privacy

CRISIL respects your privacy. We use your contact information, such as your name, address, and email id, to fulfil your request and service
your account and to provide you with additional information from CRISIL and other parts of McGraw Hill Financial you may find of interest.

For further information, or to let us know your preferences with respect to receiving marketing materials, please visit www.crisil.com/privacy.
You can view McGraw Hill Financial’s Customer Privacy Policy at http://www.mhfi.com/privacy.

Last updated: August, 2014

Analyst Disclosure

Each member of the team involved in the preparation of the grading report, hereby affirms that there exists no conflict of interest that can bias
the grading recommendation of the company.

Disclaimer:

This Company commissioned CRISIL IER report is based on data publicly available or from sources considered reliable. CRISIL Ltd.
(CRISIL) does not represent that it is accurate or complete and hence, it should not be relied upon as such. The data / report is subject to
change without any prior notice. Opinions expressed herein are our current opinions as on the date of this report. Nothing in this report
constitutes investment, legal, accounting or tax advice or any solicitation, whatsoever. The subscriber / user assume the entire risk of any use
made of this data / report. CRISIL especially states that, it has no financial liability whatsoever, to the subscribers / users of this report. This
report is for the personal information only of the authorised recipient in India only. This report should not be reproduced or redistributed or
communicated directly or indirectly in any form to any other person — especially outside India or published or copied in whole or in part, for any
purpose. As per CRISIL’s records, none of the analysts involved has any ownership / directorship in the company. However CRISIL or its
associates may have commercial transactions with the company.




KRBL Ltd

Growth driven by healthy domestic demand

Fundamental Grade 3/5 (Good fundamentals)

Valuation Grade 3/5 (CMP is aligned)

Industry Food Products

KRBL Ltd’s Q4FY15 consolidated earnings were in line with CRISIL Research’s expectations.
Revenues grew 8% y-o-y and 21% g-o0-q to 9.2 bn. Lower realisations due to a fall in paddy
prices impacted EBITDA margin which contracted 374 bps g-o-q (up 16 bps y-o-y) to 13.7%.
Adjusted PAT declined 7.5% g-o-q (up 45% y-o-y) and was in line with expectations. There
was a significant increase in other operating income (mainly comprising income from Dubai-
based subsidiary engaged in commodity trading activities) to 389 mn during the quarter from
%13 mn in Q3FY15 and %43 mn in Q4FY15. Going ahead, we expect revenue growth to be
driven by volumes while we expect realisation growth to stay muted in the near term. We
maintain our fundamental grade of 3/5

Volumes drove revenues; trend to sustain

The rice business’ revenues grew 5% y-o-y driven by ~20% y-o-y increase in volumes.
Domestic revenues increased 14% y-o-y driven by 28% volume growth while continued
subdued paddy prices in comparison to last year led to a 11% decline in realisations. Though
export volumes increased 3% y-o0-y, revenues fell 6% y-o-y as realisations declined 9%.
Exports’ contribution to revenues declined to 41% from 46% in Q4FY14. Going ahead, we
expect the company to witness healthy domestic volume growth given the increasing demand
for branded basmati and KRBL'’s strong brands and distribution reach. Management indicated
that the Dubai-based subsidiary’s revenue in FY16 is expected to remain at FY15 levels.

EBITDA margin impacted primarily by lower realisations

EBITDA margin contracted primarily on account of downward pressure on basmati prices and
the use of high-cost paddy procured in FY14. Consequently, the raw material cost to sales
ratio increased 315 bps g-0-q (down 216 bps y-0-y) to 77%. Although we expect margins to
remain under pressure over the next few quarters, we expect an improvement in H2FY16.
The improvement would be driven by the impact of selling low-cost paddy procured over
H2FY15 as finished rice after ageing.

FY16 earnings estimates revised; fair value maintained at ¥165 per share

We have reduced our FY16 revenue and EBITDA margin estimates by 2% and 150 bps,
respectively, to factor in the expected pressure on realisations over the next two quarters.
Consequently, our EPS estimate for FY16 is reduced to %13.1 from ¥14.5. We continue to
value KRBL based on a P/E multiple of 10x and retain the fair value of 165 per share. At
the current market price, our valuation grade is 3/5.

KEY FORECAST (CONSOLIDATED

(& mn) FY13 FY14 FY15# FY16E FY17E
Operating income 20,741 29,053 31,999 35,453 40,738
EBITDA 2,943 4,415 5,285 5,139 6,579
Adj net income 1,300 2,505 3,259 3,095 3,896
Adj EPS (?) 5.3 10.6 13.8 13.1 16.5
EPS growth (%) 28.9 92.8 30.1 (5.0) 25.9
Dividend yield (%) 0.6 0.9 1.0 1.0 1.1
ROCE (%) 14.5 18.6 17.3 16.8 19.3
ROE (%) 16.8 26.7 27.5 21.3 22.2
PE (x) 25.9 13.0 12.7 13.4 10.6
P/BV (x) 4.0 3.1 3.1 2.6 2.2
EV/EBITDA (x) 14.3 10.3 11.1 10.5 8.2

NM: Not meaningful; CMP: Current market price
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KEY STOCK STATISTICS
NIFTY/SENSEX 7983/26425
NSE/BSE ticker KRBL
Face value (% per share) 1
Shares outstanding (mn) 235
Market cap ( mn)/(US$ mn) 39,229/613
Enterprise value (X mn)/(US$ mn) 51,801/809
52-week range (X)/(H/L) 200/64

Beta 0.5
Free float (%) 41.2%
Avg daily volumes (30-days) 266,377
Avg daily value (30-days) ( mn) 46
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ANALYTICAL CONTACT

Bhaskar Bukrediwala bhaskar.bukrediwala@crisil.com
Mohit Pandey mohit.pandey@crisil.com
Sayan Das Sharma sayan.sharma@crisil.com

Source: Company, CRISIL Research estimates

Client servicing desk
+91 22 3342 3561

clientservicing@crisil.com

For detailed initiating coverage report please visit: www.ier.co.in
CRISIL Independent Equity Research reports are also available on Bloomberg (CRI <go>) and Thomson Reuters.
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Q4FY15 Results Summary (Consolidated)*

(Z mn) Q4FY15 Q3FY15 | Q4FY14 q-0-q (%) y-0-y (%) FY15 FY14 y-0-y (%)
Net sales 9,239 7,660 8,596 20.6 7.5 31,978 29,105 9.9
Raw materials cost 7,141 5,679 6,830 25.7 4.6 24,011 22,622 6.1
Raw materials cost (% of net sales) 7% 74% 79% 315 bps (216) bps 75% 78% (264) bps
Other expenses 681 510 493 33.7 38.1 2,160 1,621 33.2
Employee cost 155 139 114 11.6 36.9 544 456 19.2
EBITDA 1,262 1,332 1,160 (5.3) 8.8 5,264 4,406 19.5
EBITDA margin 13.7% 17.4% 13.5% (374) bps 16 bps 16.5% 15.1% 132 bps
Depreciation 113 123 152 (8.1) (25.8) 527 577 (8.6)
EBIT 1,149 1,209 1,007 (5.0) 14.0 4,737 3,829 23.7
Interest and finance charges 202 157 312 29.1 (35.0) 809 750 7.9
Operating PBT 946 1,052 696 (10.1) 36.0 3,928 3,079 27.6
Other income 8 13 43 (42.4) (82.5) 55 145 (62.4)
Extraordinary income/(expense) 63 (33) 50 NM NM (42) 40 NM
PBT 1,016 1,033 789 (1.6) 28.8 3,941 3,264 20.7
Tax 160 207 191 (23.1) (16.7) 724 713 1.4
PAT 857 825 598 3.8 43.3 3,217 2,551 26.1
Adj PAT 794 858 548 (7.5) 45.0 3,259 2,511 29.8
Adj PAT margin 8.6% 11.2% 6.4% (261) bps 222 bps 10.2% 8.6% 156 bps
No. of equity shares (mn) 235 236 236 (0.2) - 235 236 (0.2)
Adj EPS (%) 34 3.6 2.3 -7.3 45.2 13.8 10.6 30.0

*Note: While the company has classified its income from subsidiary as other income in Q4FY15, we have classified it as other operating income based
on the explanation provided by management during our interactions.

Source: Company, CRISIL Research

Domestic revenues increased 14% y-o-y... ... driven by volumes
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Export revenues declined 6% y-o-y... ... because of fall in basmati realisations
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Share of exports remained flat g-o0-q Blended realisations declined 12% y-o-y
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EBITDA margin declined sequentially... ...s0 did adjusted PAT margin
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Fair value movement since initiation
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Earnings Estimates Revised

FY16E FY17E
Particulars Unit Oid New % change Old New % change
Revenue (R mn) 36,085 35,453 -2% 40,738 40,738 0%
EBITDA (X mn) 5,773 5,139 -11% 6,740 6,579 -2%
EBITDA margin =~ % 16.0% 14.5% (150) bps 16.5% 16.1% (40) bps
PAT (X mn) 3,416 3,095 -9% 3,896 3,896 0%
PAT margin % 9.5% 8.7% (75) bps 9.6% 9.6% (0) bps
EPS g 14.5 13.1 -9% 16.5 16.5 0%

Source: CRISIL Research estimates

Reasons for changes in estimates

Revenue Lowered as we expect realisations to remain under pressure owing to No change
subdued paddy prices over the next two quarters

EBITDA margin  Lowered to factor in pressure on realisations

PAT margin Lowered in line with reduction in EBITDA which has been partially offset by Reduction in tax outgo has mitigated the impact of
a reduction in tax outgo to factor in lower-than-expected tax outgo reduced EBITDA
EPS Lowered in line with PAT estimate
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Valuation Grade: 3/5

Based on a P/E multiple of 10x applied to FY17 EPS estimate of 16.5, we maintain our fair

value of 165 per share. At the current market price, the valuation grade is 3/5.

One-year forward P/E band One-year forward EV/EBITDA band
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CRISIL IER reports released on KRBL Ltd

Fundamental Valuation CMP
Date Nature of report grade Fair value grade (on the date of report)
11-Jan-10 Initiating coverage 3/5 334# 5/5 322#
01-Feb-10 Q3FY10 result update 3/5 334# 5/5 219#
02-Jun-10 Q4FY10 result update 3/5 234 5/5 324
19-Aug-10 Q1FY11 result update 3/5 32 5/5 324
22-Nov-10 Q2FY11 result update 3/5 45 4/5 238
24-Feb-11 Q3FY11 result update 3/5 %39 5/5 324
20-Apr-11 Detailed Report 3/5 %39 4/5 %32
01-Jun-11 Q4FY11 result update 3/5 %39 5/5 228
12-Aug-11 Q1FY12 result update 3/5 236 5/5 27
29-Nov-11 Q2FY12 result update 3/5 31 5/5 18
16-Feb-12 Q3FY12 result update 3/5 31 5/5 %20
17-Apr-12 Detailed Report 3/5 331 5/5 %20
12-Jun-12 Q4FY12 result update 3/5 31 5/5 19
21-Aug-12 Q1FY13 result update 3/5 31 5/5 322
12-Nov-12 Q2FY13 result update 3/5 %33 5/5 26
11-Mar-13 Q3FY13 result update 3/5 %35 5/5 324
11-June-13  Q4FY13 result update 3/5 %35 5/5 324
17-Sep-13 Q1FY14 result update 3/5 %35 5/5 324
03-Jan-14 Detailed Report 3/5 48 5/5 234
27-Jan-14 Q3FY14 result update 3/5 48 4/5 %41
12-May-14 Q4FY14 result update 3/5 64 3/5 361
22-Sep-14 Detailed Report 3/5 147 5/5 %100
28-Oct-14 Q2FY15 result update 3/5 2147 5/5 98
20-Feb-15 Q3FY15 result update 3/5 165 4/5 3138
12-June-15  Q4FY15 result update 3/5 165 3/5 167

#After adjusting for stock split of ¥10 to I1
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Annexure: Financials

Income statement

RESEARCH
Balance Sheet
(mn) FY13 FY14 FY15# FY16E FY17E
Liabilities
Equity share capital 242 236 235 235 235
Reserves 8,052 10,204 13,012 15,611 19,066
Minorities 9 9 9 9 9
Networth 8,304 10,449 13,257 15,855 19,310
Convertible debt - - - - -
Other debt 8,703 13,795 12,815 12,815 12,615
Total debt 8,703 13,795 12,815 12,815 12,615
Deferred tax liability (net) 160 159 127 127 127
Total liabilities 17,167 24,402 26,198 28,797 32,051
Assets
Net fixed assets 4,412 5,613 7,532 7,481 7,480
Capital WIP 188 334 - - -
Total fixed assets 4,599 5,947 7,532 7,481 7,480
Investments 66 67 66 66 66
Current assets
Inventory 12,603 16,900 18,597 20,816 23,833
Sundry debtors 2,044 2,970 3,400 4,009 4,718
Loans and advances 631 578 822 922 1,222
Cash & bank balance 141 671 243 392 107
Marketable securities - - - - -
Total current assets 15,420 21,120 23,062 26,139 29,880
Total current liabilities 2,934 2,745 4,463 4,891 5,377
Net current assets 12,486 18,375 18,599 21,248 24,504

Intangibles/Misc. expenditure 15 13 2 2 2

Total assets 17,167 24,402 26,198 28,797 32,051
Cash flow

(X mn) FY13 FY14 FY15# FY16E FY17E
Pre-tax profit 1,842 3,214 3,983 3,968 5,229
Total tax paid (545) (710) (756) (873) (1,333)
Depreciation 506 577 527 550 751
Working capital changes (176)  (5,356) (641) (2,500) (3,541)
Net cash from operations 1,626 (2,275) 3,113 1,145 1,105
Cash from investments

Capital expenditure (807) (1,924) (2,111) (500) (750)
Investments and others 5 1) 1 - -
Net cash from investments (801) (1,926) (2,110) (500) (750)
Cash from financing

Equity raised/(repaid) 15 (125) 0 (0) -
Debt raised/(repaid) (676) 5,092 (980) - (200)
Dividend (incl. tax) (191) (281) (409) (496) (441)
Others (incl extraordinaries) (1) 46 (42) - -
Net cash from financing (853) 4,731 (1,431) (496) (641)
Change in cash position (27) 530 (428) 149 (285)
Closing cash 141 671 243 392 107

(mn) FY13 FY14 FY15# FY16E FY17E
Operating income 20,741 29,053 31,999 35453 40,738
EBITDA 2,943 4415 5285 5139 6,579
EBITDA margin 14.2% 152% 16.5% 14.5% 16.1%
Depreciation 506 577 527 550 751
EBIT 2,437 3,838 4,758 4,589 5,828
Interest 694 760 809 798 788
Operating PBT 1,743 3,078 3,949 3,790 5,040
Other income 99 136 34 177 189
Exceptional inc/(exp) (1) 46 (42) - -
PBT 1,841 3,260 3,941 3,968 5229
Tax provision 542 709 724 873 1,333
Minority interest - - - - -
PAT (Reported) 1,299 2,551 3,217 3,095 3,896
Less: Exceptionals (1) 46 (42) - -
Adjusted PAT 1,300 2,505 3,259 3,095 3,896
Ratios

FY13 FY14 FY15# FY16E FY17E
Growth
Operating income (%) 27.8 40.1 10.1 10.8 14.9
EBITDA (%) 284 50.0 19.7 (2.8) 28.0
Adj PAT (%) 28.9 92.8 30.1 (5.0) 259
Adj EPS (%) 28.9 99.1 30.3 (5.0) 259
Profitability
EBITDA margin (%) 14.2 15.2 16.5 145 16.1
Adj PAT Margin (%) 6.3 8.6 10.2 8.7 9.6
RoE (%) 16.8 26.7 275 21.3 22.2
RoCE (%) 14.5 18.6 18.9 16.8 19.2
RolIC (%) 12.6 16.9 16.7 15.1 16.3
Valuations
Price-earnings (x) 311 15.6 12.0 12.6 10.0
Price-book (x) 4.9 3.7 2.9 25 2.0
EV/EBITDA (x) 16.7 11.8 9.8 10.0 7.8
EV/Sales (x) 24 1.8 1.6 15 1.3
Dividend payout ratio (%) 14.7 11.0 12.7 13.7 9.7
Dividend yield (%) 0.5 0.7 1.0 11 1.0
BJ/S ratios
Inventory days 274 262 275 270 274
Creditors days 55 35 54 52 51
Debtor days 37 38 39 42 43
Working capital days 222 228 212 206 207
Gross asset turnover (x) 3.0 3.6 3.1 3.0 3.3
Net asset turnover (x) 4.7 5.7 4.8 4.6 5.3
Sales/operating assets (x) 4.7 5.5 4.7 4.7 5.4
Current ratio (x) 5.3 7.7 5.2 5.3 5.6
Debt-equity (x) 1.0 1.3 1.0 0.8 0.7
Net debt/equity (x) 1.0 1.3 0.9 0.8 0.6
Interest coverage (EBIT/Interest) 3.5 5.0 5.9 5.7 7.4
Interest coverage (EBITDA/Interest) 4.2 5.8 6.5 5.7 7.4
Per share

FY13 FY14 FY15# FY16E FY17E
Adj EPS (%) 53 10.6 13.8 131 16.5
CEPS 7.4 13.1 16.1 15.5 19.7
Book value 34.1 44.3 56.3 67.3 82.0
Dividend (%) 0.8 1.2 1.7 1.8 1.6
Actual o/s shares (mn) 244 236 235 235 235

Quarterly financials

(X mn) Q4FY14 Q1FY15 Q2FY15 Q3FY15 Q4FY15

Operating income 8,596 8,079 7,000 7,660 8,858
Change (g-0-q) 31% -6% -13% 9% 16%
EBITDA 1,160 1,335 1,336 1,332 880
Change (g-0-q) 8% 15% 0% 0% -34%
EBITDA margin 13.5% 16.5% 191% 17.4% 9.9%
PAT 598 729 806 825 857
Adj PAT 548 749 858 858 794
Change (g-0-q) -16% 37% 15% 0% -T%
Adj PAT margin 6.4% 9.3% 123% 11.2% 9.0%
Adj EPS 23 3.2 3.6 3.6 34

# Based on abridged financials
Source: CRISIL Research
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Our Capabilities
Making Markets Function Better

Economy and Industry Research

Largest team of economy and industry research analysts in India
m  Acknowledged premium, high quality research provider with track record spanning two decades
m  95% of India’s commercial banking industry by asset base uses our industry research for credit decisions

m Coverage on 86 industries: We provide analysis and forecast on key industry parameters including demand, supply,
prices, investments and profitability, along with insightful opinions on emerging trends and impact of key events

m Research on sectors and clusters dominated by small and medium enterprises covering analysis of relative attractiveness,
growth prospects and financial performance

s High-end customised research for many leading Indian and global corporates in areas such as market sizing, demand
forecasting, project feasibility and entry strategy

Funds and Fixed Income Research

Largest and most comprehensive database on India’s debt market, covering more than 18,000 securities
m Largest provider of fixed income valuations in India
m  Provide valuation for more than %81 trillion (US$ 1,275 billion) of Indian debt securities

m  Sole provider of fixed income and hybrid indices to mutual funds and insurance companies; we maintain 37 standard
indices and over 100 customised indices

m  Ranking of Indian mutual fund schemes covering 75% of assets under management and 9 ftrillion (US$ 144 billion)
by value

m Business review consultants to The Employees’ Provident Fund Organisation (EPFO) and The National Pension System
(NPS) Trust in monitoring performance of their fund managers

Equity and Company Research

Assigned the first IPO grade in India; graded more than 100 IPOs till date
m Due Diligence and Valuation services across sectors; executed close to 100 valuation assignments

s Due Diligence, IPO Grading and Independent Equity Research for SME companies planning to list or already listed in NSE
Emerge platform

m First research house to release exchange-commissioned equity research reports in India; covered 1,488 firms listed and
traded on the National Stock Exchange

Executive Training

Conducted 1200+ training programs on a wide spectrum of topics including credit, risk, retail finance, treasury, and
corporate advisory; trained more than 24,000 professionals till date

m Training programs being conducted in India, Sri Lanka and Bangladesh through an extensive network of well-qualified
financial professionals
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Our Office

Ahmedabad

706, Venus Atlantis

Nr. Reliance Petrol Pump
Prahladnagar, Ahmedabad, India
Phone: +91 79 4024 4500

Fax: +91 79 2755 9863

Bengaluru

W-101, Sunrise Chambers,

22, Ulsoor Road,

Bengaluru - 560 042, India

Phone: +91 80 2558 0899
+91 80 2559 4802

Fax: +91 80 2559 4801

Chennai

Thapar House,

43/44, Montieth Road, Egmore,

Chennai - 600 008, India

Phone: +91 44 2854 6205/06
+91 44 2854 6093

Fax: +91 44 2854 7531

Gurgaon

Plot No. 46

Sector 44

Opp. PF Office

Gurgaon - 122 003, India
Phone: +91 124 6722 000

Hyderabad

3rd Floor, Uma Chambers

Plot No. 9&10, Nagarjuna Hills,
(Near Punjagutta Cross Road)
Hyderabad - 500 482, India
Phone: +91 40 2335 8103/05
Fax: +91 40 2335 7507

Kolkata

Horizon, Block 'B', 4th Floor
57 Chowringhee Road
Kolkata - 700 071, India
Phone: +91 33 2289 1949/50
Fax: +91 33 2283 0597

Pune

1187/17, Ghole Road,
Shivaji Nagar,

Pune - 411 005, India
Phone: +91 20 2553 9064/67
Fax: +91 20 4018 1930

Stay Connected | CRISIL Website | Twitter | I"I] Linkedin | Ygul[llil:] YouTube | m Facebook

CRISIL Limited
CRISIL House, Central Avenue,

@ CRISIk

www.crisil.com

Hiranandani Business Park, Powai, Mumbai — 400076. India
Phone: +91 22 3342 3000 | Fax: +91 22 3342 8088

CRISIL Ltd is a Standard & Poor's company




