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Key Financials

(% Crore) FY10 FY11 FY12E FY13E
Revnues 1623.0 10277.9 13123.0 179021
EBITDA 772.0 8245.1 113975  13518.0
Net Profit 1051.1 6224.7 8105.6  12332.4

Valuation summary

FY10 FY11 FY12E FY13E
EPS () 5.5 32.7 42.6 53.6
PE (x) 63.0 10.7 8.2 6.5
Target PE (x) 58.1 9.8 1.6 6.0
EV to EBITDA (x) 89.0 8.2 5.8 4.9
Price to book (x) 2.0 1.7 1.4 1.2
RoNW (%) 3.1 15.5 17.2 18.1
RoCE (%) 1.7 15.0 19.0 17.5

Stock data

Market Cap. % 66377 crore
Debt (FY11) < 6400.7 crore
Cash (FY11) %5191 crore
EV % 67586.6 crore
52 week H/L 372/250
Equity capital %1901.9 Crore
Face value <10
MF Holding (%) 2.8
FIl Holding (%) 6.2
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Cairn India Ltd (CAIIND)
% 349

WHAT'S CHANGED...

Positives factored in, stock fairly valued...

Cairn India reported its Q3FY12 results with revenues remaining flat YoY
at ¥ 3096.8 crore and PAT growing by 12.5% YoY to ¥ 2261.9 crore in
Q3FY12. The growth in PAT on a YoY basis is mainly attributable to forex
gain of ¥ 301.5 crore (nil in Q2FY12) and other income of ¥ 112.4 crore (
T 34.2 crore in Q2FY12). The average crude oil realisation increased from
US$75.9 per barrel in Q3FY11 to US$101 per barrel in Q3FY12 due to
higher crude oil prices. Cairn has commenced production from the
Bhagyam field in the current quarter. The gradual ramp up to the
approved production rate of 40,000 bopd would help the company in
achieving the target production rate of 1,75,000 bopd from Rajasthan
towards the end of FY12. We estimate gross production from the
Rajasthan field at 1,32,584 boepd and 1,82,493 boepd in FY12E and
FY13E, respectively. The company gave a gross capex guidance of
$1-1.25 billion for FY13 and remains confident on the current envisaged
Rajasthan basin potential of 2,40,000 boepd. We have maintained a HOLD
rating with a price target of ¥ 350.

= Highlights of the quarter

Cairn’s gross production declined 3.3% YoY to 1,69,579 boepd and
net production declined 1.3% YoY to 98,969 boepd in Q3FY12. The
oil production from the Mangala field stood at 1,25,122 boepd in
Q3FY12. The net production from Ravva and Cambay stood at 8,228
boepd and 3,156 boepd, respectively in Q3FY12.

Valuation

We have valued Cairn India on the basis of the SOTP methodology, using
DCF for Cairn’s producing assets and EV/bbl of US$12.5 for other
exploratory blocks. We estimate Cairn’s fair value at ¥ 350 per share (MBA
fields at ¥ 243 per share, T 3 per share for Ravva field, ¥ 2 per share for
Cambay field and other exploratory upside at ¥ 38 per share). We
recommend a HOLD rating on the stock and have assigned a price target
of ¥ 350 per share.

Exhibit 1: Financial Performance

(% Crore) Q3FY12A Q3FY12E Q3FY11 Q1FY12  YoYGr.(%) QoQ Gr.(%)
Revenues 3096.8 3530.5 3096.4 2652.2 0.0 16.8
EBITDA 2670.7 2952.0 2541.8 2596.2 5.1 29
EBITDA Margin (%) 86.2 83.6 82.1 97.9 410bps  -1170 bps
Depreciation 378.7 268.0 2817.1 314.2 31.9 20.5
Interest 24.0 64.6 74.2 122.8 -67.7 -80.5
Reported PAT 2261.9 24421 2010.1 763.0 12.5 196.4
EPS (%) 1.9 12.9 10.6 4.0 12.5 196.4

Source: Company, ICICldirect.com Research
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Q3FY12 (%) Q3FY11 (%)

Total Revenues 3096.8 100.0 3096.4 100.0

(Increase) / Decrease in stock in trade -11.4 -0.4 4.9 0.2

Operating Expenses 465.3 15.0 457.6 14.8

Employees Cost 21.3 0.9 315 1.0

Administration Cost 70.1 2.3 39.0 1.3

The growth in PAT is attributable to the forex gain of Exploration Cost 176.3 5.7 21.6 0.7
% 301.5 crore and other income of X 112.4 crore Foreign Exchange Fluctuation -301.5 9.7 0.0 0.0
Total Expenditure 426.1 13.8 554.6 17.9

EBITDA 2670.7 86.2 2541.8 82.1

Depreciation 378.7 12.2 287.1 9.3

EBIT 2292.0 74.0 2254.8 72.8

Interest 24.0 0.8 74.2 24

Other Income(non operating) 112.4 3.6 34.2 1.1

Other Expense(non operating) 0.0 0.0 0.0 0.0

Extra Ordinary Income / (Expense) 0.0 0.0 0.0 0.0

PBT 2380.3 76.9 2214.7 7.5

Total Tax 118.4 3.8 204.6 6.6

PAT 2261.9 73.0 20101 64.9

Source: Company, ICICldirect.com Research

Highlights of conference call

= The gross production from the Mangala field was 1,25,122 boepd,
with working interest of 87,585 bopd for Cairn India in Q3FY12

= With the commencement of production from the Bhagyam field on
January 19, 2012 and the expected gradual ramp up to the approved
production rate of 40,000 bopd, Cairn India is expected to exit FY12
with a production rate of 1,75,000 boepd, subject to approval for
ramp-up of production from the Mangala field

= The Rajasthan crude oil realisation at US$100.3 per barrel in Q3FY12
represented an 8.3% discount to Brent crude oil prices of US$109.4
per barrel

= The total operating costs for the Mangala field stood at $2.5 per
barrel in Q3FY12. Cairn has maintained its guidance of $8-10 per
barrel for DD&A and $4-5 for F&D cost

= A total of 148 development wells have been drilled in the Mangala
field out of which 85 are currently producing and 30 injector wells
are injecting water in the reservoir

= The company also plans to start production in the Aishwariya field
by H2CY12

= Cairn remains confident on the current envisaged potential of the
Rajasthan basin of 2,40,000 boepd

= With two successive discoveries in Sri Lanka, the company is
entering the second phase of exploration

= The exploration cost of ¥ 176.3 crore was relatively high in Q3FY12
mainly on account of the dry well cost of ¥ 146 crore in Sri Lanka
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Valuations

We have valued Cairn India on the basis of the SOTP methodology, using
DCF for Cairn’s producing assets and EV/bbl of US$12.5 for other
exploratory blocks. We estimate Cairn’s fair value at ¥ 350 per share (MBA
fields at ¥ 243 per share, T 3 per share for Ravva field, ¥ 2 per share for
Cambay field and other exploratory upside at ¥ 38 per share). We
recommend a HOLD rating on the stock and assign a price target of ¥ 350.

Exhibit 3: Valuation Table

Sales  Sales Gr. EPS EPS Gr. PE 0 RoCE
Year % Crore) %) Q) (%) x) EV/EBITDA (x) RoNW (%) %)
FY09 1432.7 4.5 4.2 NA 824 84.0 24 1.3
FY10 1623.0 13.3 5.5 30.8 63.0 89.0 3.1 1.7
FY11 10277.9 533.3 327 490.6 10.7 8.2 15.5 15.0
FY12E 13123.0 21.1 42.6 30.2 8.2 5.8 17.2 19.0
FY13E 16592.9 26.4 53.6 25.7 6.5 49 18.1 175
Source: Company, ICICldirect.com Research
Exhibit 4: SOTP valuation
% Crore % (share)
MBA fields 46044.1 243
Rajasthan Block (Other Fields and exploratory upside) 72411 38
Ravva 498.8 3
Cambay 318.5 2
KG-DWN-98/2 2006.4 1
Total 43867.8 296
Less: Net Debt (FY13E) (10209.5) (54)
Equity Value 59077.3 350
Source: ICICIdirect.com Research
Exhibit 5: SOTP valuation
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Source: ICICldirect.com Research
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Exhibit 6: Sensitivity of valuation to Brent crude oil prices and exchange rate
Brent Crude Oil Prices (US$/barrel)

70.0 750 80.0 85.0 90.0 95.0 1000 1050 110.0 115.0
450 274 286 296 305 317 329 34 353 362 3n
46.0 278 288 300 309 321 371
470 281 291 302 313 326 382
48.0 283 295 306 317 330 387
490 287 298 308 321 334 393
50.0 288 300 312 325 338 398
51.0 291 304 316 329 342 354 367 371 390 404
520 295 306 319 333 347 358 369 382 396 409

Source: Company, ICICldirect.com Research

Exchange Rate (I/US$)
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Financial summary

Profit and loss statement

Cash flow statement

% Crore) % Crore)
(Year-end March) FY10 FY11 FY12E FY13E (Year-end March) FY10 FY11 FY12E FY13E
Revenue 1,623.0 10,2779 13,123.0 16,592.9 Profit after Tax 1,051.1 6,224.7 8,105.6  10,188.2
Growth (%) 13.3 533.3 21.1 26.4 Less: Dividend Paid 0.0 0.0 1,112.6 1,112.6
Operating expense 388.2 1490.7 1886.1 3750.8 Add: Depreciation 148.5 1,302.6 1,357.6 1,468.9
Employee Cost 110.2 110.5 98.5 120.4 Add: Others -108.7 35.4 0.0 0.0
Administration Cost 144.1 153.9 288.7 3329 Cash Profit 1,091.0 7,562.8 8,350.7 10,544.5
Employee Cost 208.5 166.7 283.9 180.0 Increase/(Decrease) in CL -132.6 1,446.0 451.2 648.3
Exploration Cost 0.0 1M11.2 -831.7 0.0 (Increase)/Decrease in CA -703.1 -2,032.2 -193.0 -389.4
Foreign exchange fluctuation 851.0 2032.9 1725.5 4384.2 CF from Operating Activities 255.2 6976.7 8608.8 10803.5
EBITDA 772.0 8,245.1 11,397.5  12,208.7 Purchase of Fixed Assets 3,371.0 5,423.8 5,048.5 4,944.6
Growth (%) 1.3 968.0 38.2 7.1 (Inc)/Dec in Investments -1,541.1 -298.1 -2,000.0 0.0
Depreciation 148.5 1302.6 1357.6 1468.9 Others 0.0 0.0 0.0 0.0
EBIT 623.5 6942.4 10039.9 10739.8 CF from Investing Activities -4,912.1 -5,721.9  -7,0485  -4,944.6
Interest 29.5 290.9 256.0 231.3 Inc/(Dec) in Loan Funds -955.7 3,000.0 -500.0 -500.0
Other Income 422.4 128.8 324.2 553.6 Inc/(Dec) in Sh. Cap. & Res. 15 14.3 0.0 0.0
PBT 1016.3 6780.3 8752.9 11056.0 Others 0.0 0.0 0.0 0.0
Growth (%) 2.9 567.1 29.1 26.3 CF from financing activities
Tax -34.8 555.6 647.2 867.8 Change in cash Eq. -5,605.1 4,269.1 1,060.3 5,358.9
Reported PAT 1,051.1 6,224.7 8,105.6  10,188.2 Op. Cash and cash Eq. 6,527.1 922.0 5,191.0 6,251.4
Growth (%) 30.8 492.2 30.2 25.7 Cl. Cash and cash Eq. 922.0 5,191.0 6,251.4  11,610.2

Source: Company, ICICldirect.com, Research

Balance sheet

Source: Company, ICICldirect.com, Research

(% Crore)

(Year-end March) FY10 FY11 FY12E FY13E (Year-end March) FY10 FY11 FY12E FY13E
Source of Funds Per share data (%)
Equity Capital 1,896.7 1,901.9 1,901.9 1,901.9 Book Value 178.3 210.5 247.3 297.0
Stock Options 46.4 55.5 55.5 55.5 Cash per share 13.8 37.8 53.9 83.2
Reserves & Surplus 31,917.9 38,142.6 45,135.6 54,211.2 EPS 5.5 32.7 42.6 55.6
Shareholder's Fund 33,860.9 40,100.0 47,093.0 56,168.6 Cash EPS 6.3 39.6 49.8 63.3
Loan Funds 3,400.7 6,400.7 5,900.7 5,400.7 DPS 0.0 0.0 5.0 5.0
Deferred Tax Liability 445.3 575.0 575.0 575.0 Profitability & Operating Ratios
Minority Interest 0.0 0.0 0.0 0.0 EBITDA Margin (%) 47.6 80.2 86.9 73.9
Source of Funds 37706.91 47,075.7 53,568.7 62,144.3 PAT Margin (%) 64.8 60.6 61.8 62.8

Fixed Asset Turnover (x) 0.0 0.3 0.3 0.4
Application of Funds Inventory Turnover (Days) 65.4 11.6 12.0 12.0
Gross Block 25,542.0 25,557.0 25,572.0 25,587.0 Debtor (Days) 69.0 52.7 50.0 50.0
Less: Acc. Depreciation 95.8 140.1 187.3 237.6 Current Liabilities (Days) 221.9 449 45.0 45.0
Net Block 25,446.2 25,417.0 25,384.7 25,349.5 Return Ratios (%)
Producing Properties 499.5 716.6 1,483.6 2,774.6 RoE 31 15.5 17.2 18.7
Capital WIP 9,163.5 13,096.8 16,052.9 18,272.9 RoCE 1.7 15.0 19.0 17.7
Investments 1,712.4 2,010.5 4,010.5 4,010.5 RolC 1.8 17.1 235 23.8
Inventories 290.9 327.7 431.4 545.5 Valuation Ratios (x)
Debtor 306.8 1,482.9 1,797.7 2,273.0 PE 63.0 10.7 8.2 6.3
Cash 922.0 5,191.0 6,251.4 11,610.2 Price to Book Value 2.0 1.7 1.4 1.2
Loan & Advance, Other CA 846.3 1,665.6 1,440.0 1,240.0 EV/EBITDA 89.0 8.2 5.8 4.8
Total Current assets 2,365.9 8,667.1 9,920.5 15,668.7 EV/Sales 42.3 6.6 5.0 3.6
Current Liabilities 986.9 1,263.8 1,617.9 2,045.7 Leverage & Solvency Ratios
Provisions 493.7 1,662.8 1,759.9 1,980.4 Debt to equity (x) 0.1 0.2 0.1 0.1
Total CL and Provisions 1,480.6 2,926.6 3,377.8 4,026.1 Interest Coverage (x) 211 23.9 39.2 46.2
Net Working Capital 885.3 5,740.5 6,542.7 11,642.6 Debt to EBITDA (x) 44 0.8 0.5 0.4
Miscellaneous expense 0.0 94.3 94.3 94.3 Current Ratio 1.6 3.0 2.9 41
Application of Funds 37706.91 47,075.7 53,568.7 62,144.3 Quick ratio 1.4 2.8 2.8 3.9

Source: Company, ICICldirect.com, Research

Source: Company, ICICldirect.com, Research
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Exhibit 7: Recommendation History

Feb-11

Mar-11 May-11

Source: ICICIdirect.com Research

Jun-11

Price

Jul-11

Sep-11 Oct-11 Dec-11 Jan-12

Target Price

Exhibit 8: Recent Releases

Date Event CMP Target Price Rating
17-Aug-10 Event Update 339 ki EXIT AT CMP
2-Nov-10 Q2FY11 Result Update 324 3N REDUCE
14-Feb-11 Q3FY11 Result Update 324 34 ADD
26-May-11 Q4FY11 Result Update 344 396 BUY
5-Jul-11 Event Update 324 318 HOLD
29-Jul-11 Q1FY12 Result Update 312 322 HOLD
24-Oct-11 Q2FY12 Result Update 293 315 HOLD
25-Jan-12 Q3FY12 Result Update 349 350 HOLD

Source: ICICldirect.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, with high conviction;
Buy: > 10%/ 15% for large caps / midcaps, respectively;
Hold: Up to +/-10%;
Sell: -10% or more;
Pankaj Pandey Head - Research pankaj.pandey@icicisecurities.com

ICICIdirect.com Research Desk,
ICICI Securities Limited,

1° Floor, Akruti Trade Centre,
Road No. 7, MIDC,

Andheri (East)

Mumbai — 400 093

research@icicidirect.com

ANALYST CERTIFICATION

We /I, Mayur Matani MBA Nishit Zota MBA 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. It is confirmed that Mayur Matani MBA Nishit Zota MBA 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 Mayur Matani MBA Nishit Zota MBA 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.
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