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Royalty Rates

Mineral Royalty Rate

Iron Ore 10% Ad valorem on sale price

Manganese Ore 4.2%Ad valorem on sale price

Zinc(Metal in content) 8.4% of LME Price
Lead(Metal in content) 12.7% of LME Price
Copper Ore 4.2% of LME Price
Bauxite 0.5% of LME Price
Silver 7% of sales value
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Metals & Mining Sector

New Mining Bill: Testing times...

The Group of ministers (GoM) has approved the draft Mines and Mineral
(Development & Regulation) bill. The new approved draft makes a
distinction between companies mining coal and other minerals. The bill
proposes that coal mining companies share 26% of profits with the
locals. Furthermore, for non-coal mining companies, the bill proposes
an amount equal to 100% of the royalty to be shared with locals. The
bill is likely to be taken up by the Cabinet within the next three weeks
and is then expected to be introduced in Parliament during its Monsoon
Session. If the bill is implemented, among our coverage universe we
expect Hindustan Zinc (HZL), Sesa Goa, SAIL, Usha Martin (UML),
Adhunik Metaliks (AML) and Tata Steel to be impacted most with the
impact being in the range of ~2.0% to ~13.6%, if this bill is
implemented.

Clarification needed

We believe there are a few key points which require clarity, such as:-
e Methodology to be adopted to determine the profitability of
captive coal mines
e Will CSR expenses that the company incurs be allowed as a
deduction/offset?
e Tax shield available if any?

Likely impact of companies if the bill is implemented

If the bill is implemented, we expect HZL to be severely impacted due its
exposure to zinc, lead and silver where royalty rates are on the higher
side. Royalty on zinc (metal in concentrate) is 8.4% (of LME) whereas for
lead (metal in concentrate) is 12.7% (of LME) while for silver royalty is 7%
of its sales value. As a result, HZL's FY13E net profit is likely to be
impacted by ~13.6%. AML’s earnings are also likely to be considerably
impacted (by ~9.4%) due to its wholly-owned subsidiary OMML (Orissa
Manganese & Mineral), which has exposure to iron ore and manganese
ore mining. Within the ferrous pack, assuming royalty rate of ~% 225 per
tonne on iron ore and a profit of ¥ 2500/tonne for coking coal operations
(in absence of clarity on the profit computation methodology). If the bill is
implemented, Tata Steel’s consolidated FY13E net profit is likely to be
impacted by ~ 6.1%. Similarly, SAIL's FY13E net profit is likely to be
impacted by 9.2%, UML’s FY13E net profit is likely to be impacted by
8.5% and JSW Steel’s FY13E net profit is likely to be impacted by ~2.0.

Exhibit 1: Potential impact of mining tax on profitability (no pass through, no tax benefit)

Name of the company Mineral /Metals Likely Impact on FY13E PAT

in ¥ crore in (%)
Hindustan Zinc Zinc/Lead/Silver 1028.9 -13.6
Adhunik Metaliks Iron Ore, Manganese Ore 23.0 -9.4
SAIL Iron Ore, Coking Coal 508.0 -9.2
Usha Martin Iron Ore 21.0 -8.5
Sterlite Copper/Zinc/Lead/Silver 724 -8.4
Sesa Goa Iron Ore 218.74 -1.4
Tata Steel Iron Ore, Coking Coal 540.6 -6.1
JSW Steel Iron Ore 45.8 -2.0

Source: Company, ICICldirect.com Research
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ICICldirect.com coverage universe (NMetals & Mining)

Adhunik Metaliks Sales (Z Cr) EPS (%) PE(x)  EV/EBITDA (x) RoNW/(%) RoCE(%)

Idirect Code ADHMET CMP ) 76.9 FY10 1449.7 1.1 6.9 6.5 19.0 12.5
Target () 87.0 FY1 1793.4 14.8 6.9 6.7 21.0 10.9
Upside (%) 13.2 FY12E 2042.0 155 5.2 6.5 18.5 105

MCap (% Cr) 981.2 FY13E 2421.4 19.8 5.6 5.3 20.0 12.6

JSW Steel

Idirect Code JINVIJ CMP 3) 849.5 FY09 16081.5 14.7 57.8 127 35 9.3
Target () 923.0 FY10 18957.2 85.4 9.9 9.3 17.3 13.0
Upside (%) 8.7 FY11E 22907.2 69.2 12.3 8.9 9.4 10.9

MCap (% Cr) 19695.7 FY12E 29629.4 82.3 1.2 7.3 10.8 13.5

Usha Martin

Idirect Code USHBEL CMP ) 52.9 FY10 2534.4 5.5 9.6 7.2 10.0 13.4
Target () 62.0 FY11 3046.6 45 1.8 5.3 7.6 123
Upside (%) 17.3 FY12E 3614.5 6.3 8.4 48 9.8 13.0

MCap (% Cr) 1613.6 FY13E 3917.2 7.1 8.7 43 10.1 13.4

Visa Steel

Idirect Code VISST CMP %) 59.0 FY10 1156.9 43 13.7 8.6 14.9 10.1
Target () 64.0 FY11 1286.1 4.7 12.6 10.7 14.4 8.6
Upside (%) 8.5 FY12E 1785.7 5.8 10.1 6.0 15.3 12.5

MCap (% Cr) 649.0 FY13E 2125.8 8.6 6.9 4.6 18.3 14.3

Tata Steel - Cons

Idirect Code TISCO CMP (%) 587.8 FY10 101757.8 -22.7 NA 11.3 -11 4.2
Target (3) 632.0 FY11 117149.8 99.6 5.9 6.1 24.0 11.4
Upside (%) 15 FY12E 124341.8 723 8.1 5.6 15.3 11.8

MCap (Z Cr) 57063.7 FY13E 134430.4 98.6 6.0 45 17.7 14.1

SAIL

Idirect Code SAIL CMP R) 132.0 FY10 41307.2 16.4 9.9 5.9 20.4 16.9
Target (%) 161.0 FY11 43418.8 11.8 13.2 8.5 13.2 10.5
Upside (%) 22.0 FY12E 47748.7 1.1 141 8.6 10.5 8.6

MCap (Z Cr) 56359.3 FY13E 50969.6 13.4 11.7 15 10.8 9.0

Sesa Goa

Idirect Code SESGOA CMP (%) 283.2 FY10 5858.3 31.6 8.9 6.7 33.2 30.7
Target (%) 300.0 FY11 9205.1 47.4 6.0 4.7 30.4 34.1
Upside (%) 6.0 FY12E 10125.1 56.7 5.0 1.6 271 16.4

MCap (% Cr) 24486.9 FY13E 9301.5 59.5 4.8 1.3 224 13.7

Hindustan Zinc

Idirect Code HINZIN CMP R) 131.1 FY10 8017.0 9.6 13.7 13.0 22.3 24.5
Target (%) 161.0 FY11 9912.3 11.6 1.3 10.9 22.2 23.3
Upside (%) 22.8 FY12E 12810.4 14.9 8.8 8.2 22.6 23.3
MCap (% Cr) 55393.9 FY13E 14117.0 16.4 8.0 6.9 20.3 20.8

Sterlite Indsutries

Idirect Code STEIND CMP () 163.7 FY10 24410.3 1.1 14.7 13 12.0 15.0
Target (%) 210.0 FYn 30248.1 15.0 10.9 5.8 12.9 15.5
Upside (%) 28.3 FY12E 43400.3 22.5 1.3 3.1 16.9 17.8

MCap X Cr) 54922.1 FY13E 46534.9 25.6 6.4 1.9 16.5 19.7

GPIL

Idirect Code GODPOW CMP () 165.5 FY09 1092.0 22.8 13 6.7 14.6 13.6
Target (%) 184.0 FY10E 822.4 20.8 8.0 6.7 1.7 11.3
Upside (%) 1.2 FY1E 841.3 25.8 6.4 4.8 12.7 13.9

MCap (% Cr) 519.7 FY12E 902.8 33.8 4.9 3.9 14.5 14.3

Source: Company, ICICIdirect.com Research
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RATING RATIONALE

ICICIdirect.com endeavours to provide objective opinions and recommendations. ICICldirect.com assigns
ratings to its stocks according to their notional target price vs. current market price and then categorises them
as Strong Buy, Buy, Hold and Sell. The performance horizon is two years unless specified and the notional
target price is defined as the analysts' valuation for a stock.

Strong Buy: >15%/20% for large caps / midcaps, respectively;

Buy: Between 10% and 15%/20% for large caps / midcaps, respectively;
Hold: Up to +/-10%;

Sell: -10% or more;
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We /I, Dewang Sanghavi MBA (FIN), Shraddha Shroff CFA 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 personal views about any and all of 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. Analysts aren't registered as research analysts by FINRA and might not be an associated person of the ICICI Securities Inc.

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 participate 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 judgment 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. Investors are advised to see Risk Disclosure Document to understand the
risks associated before investing in the securities markets. 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 Dewang Sanghavi MBA(FIN), Shraddha Shroff CFA research analysts and the authors 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 subsidiaries 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 Dewang Sanghavi MBA (FIN), Shraddha Shroff CFA research analysts and the authors 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.

ICICI Securities Limited has been mandated to act as one of the Book Running Lead Managers to manage the IPO of the group company of Sterlite Industries Ltd, viz., Sterlite Energy Ltd. This report is
prepared on the basis of publicly available information.
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