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Fundamental and Valuation Grades )

ICRA Online has ssigned the Fundamental Grad® o TandSthe Valuation

GradeO !tddMarg Limited (MARG). The Fundamental Grade ¢ 7assigned to

Marg implies that the company ha®d CT T A A£OT A relatikd t®©dtherO
listed securities in India. The Valuation Grad® !inplies that the company is
OOECT EEEAAT O1 Wwn dDieltifeOddisl (85Ach dhe date of the
grading assigned).

Chennaibased MARG Limited is a holding company for various
infrastructure/real estate assets of the Group (that are being developed in
sepaate subsidiaries) while also serving asengineering, procurement and

construction (EPQ contractor for its various subsidiaries and external

customers. The Group is currently concentrated in southern India with
higher focus on the State of Tamil Nadu. tiwns and operates the 5.2 MTPA
port at Karaikal, Pondicherry (currently being expanded to 21 MTPA); and is
also developing a 613 acre special economic zone (SEZ) at East Coast R
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Key Stock Statistics

Current Market Price* (Rs.) 102.3
near Chennai; besides developing approx 5.4 million sq. ft. ¢ Shares Outstanding (crore) 3.8
commercial/r esidential space in Tamil Nadu/Andhra Pradesh. Henceforth Market Cap (Rs. crore) 389.8
MARG would refer to MARG Limited consolidated with its subsidiaries. 52-Week High (Rs.) 243.9
52-Week Low (Rs.) 100.0
Grading Positives grete Float (%) i16'4%
. . . . L eta 3
The grading posmve_s for MARG arg _|ts gxpe_rl_enced management; .|1 PJE on 2011-12 EPS Estimate (x) 89
demonstrated execution track record; its dversified revenue streams; Bloomberg Stock Code MRGC IN
stabilisation of the first phase of port operations; and healthy bookings in Equity

launched real estate projects, particularly within the residential segment.

The potential upsides to our estimates are: (1) Margin improvement in the
EPC segment. (2) Highethan-expected capacity utilization in Phase 2A of
Karaikal Port. (3) Higherthan-expected sales in the real estate segment an
SEZ.

Grading Sensitivities

Key sensitivities to our estimates include(1) Slowdown of orders inthe EPC
segment. (2) Time/Cost overruns in Phase 2A expansion of Karaikal port (3
Delay in commissioning of the upcoming power plants in the port hinterland
resulting in lower capacity utilisation of the port (4) Moderation of
prices/slowdown in demand in the real estate segment and SEZ.

*As on 9" May, 2011

Shareholding Pattern
(9t May, 2011)

Flis

14%

Fls/Banks/

Table 1: Key Financials (Consolidated) Mutual Funds _———
FY10A FY11E FY12E FY13E FY14E FY15E 7%
Operating Income
(Rs. crore) 388.7 7004 1083.9 2010.6 2301.1 2441.1
EBITDA Margin Share Price Movement (24 months)
(%) 27.5%  20.0% 22.0% 24.3% 24.0% 23.8% ‘ org Lt e ity e
PAT Margin (%) 3.1% 3.1% 4.7% 4.7% 7.1% 8.4% 600% o
EPS (Rs.) 44 45 120 259 419 510 - F %
EPS Growth (%) 104% 4% 164% 116% 62% 22% 300% Y
200%

ROE (%) 41%  47%  84% 13.7% 20.1%  20.8% P e
RoCE (%) 8.7% 8.1% 7.9% 115% 13.6%  14.8% e ‘ ‘

ISR I NS I S I S S I o
P/E (x) 32.7 22.5 8.5 4.0 2.4 2.0 E W FFE S
P/BV(X) 1.2 1.0 0.9 0.7 0.6 0.5 Al o
EV/EBITDA (x) 18.4 14.1 8.3 4.0 3.6 3.4

Source: MRG ICRA Online Estimates
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MARG Limited: Snapshot

Incorporated in: 1994

Listed in: 1995 [BSE]

Headquarters: Chennai, TN

Promoter: Mr. G.R.K. Reddy

Other Listed Group entities: None
Business Segments: EPC, Ports, SE
Real Estate [Residential and
Commercial]
Geographical
Southern India

Focus: Largely

Group Structure: EPC business ir
MARG Ltd with ports, SEZ and rea
estate projects being developed in
separate subsidiaries. MARG Ltd is ¢
holding company with revenues from
the EPC business.

EPC: Key Facts/Figures

Sectoral Presence: Ports,
Residential/Commercial  buildings,
industrial  infrastructure  among
others

Largest ongoing order: EPC of the
Karaikal Port

External Contracts: 21% of Order
Book

Current Order Book: Rs. 4250 Crore
FY 10 Revenues: Rs. 745.4 Crore

Ports: Key Facts/Figures

Operational assets: 1 Port at
Karaikal, Pondicherry held under a
special project vehicle (SPV) z
Karaikal Port Pvt. Ltd. (KPPL, 95.4%
held)

Karaikal Port z Operational capacity:
5.2 MTPA [Phase 1]

Project Costz Phase 1: Rs. 416 Crore
[Equity of Rs. 114 Crore and BEbt of
Rs. 302 Crore]

Operational since: April 2009

Traffic handled in FY10: 1.6 MTPA
Traffic handled in 9MFY11l: 3.72
MTPA [largely coak 84%]

Capacity Expansion: Phase 2A7
Enhancement in capacity to 21 MTPA
from 5.2 MTPA

Expected commissioning of Phase
2A: October 2011

Project Costz Phase 2A: Rs. 156¢
crore [funded by equity of Rs. 424
Crore and debt of Rs. 1145 Crore]

FY 10 Revenue: Rs. 54.7 Crore

Investment Summary :

MoAAOO OE UAIA tradditidnl io8an EPCmodel to integrated EPC-cum-asset-
ownership model :

A modestplayer in the EPC segment, MARI@sbeen progressively increasing its presence in
infrastructure and real estate development and successfully evolving into an integrated
EPGcum-assetownership model from a pure EPC model earlierWe expectEPC busines$o
continue to support revenue growth and contribue in terms of steady cash flows. ¥also
have a msitive view of the potential returns from long-term infrastructure assets and real
estate developmentHowever, the shift to the assetintensive model exposes the company to
higher market, execution and funding risks thana pure EPC model Although MARGhas
hitherto demonstrated its ability to scale upsuccessfully its ability to effectively manage the
new set of challengesvould have a directimpact on its valuation.

EPCSegment: Shift from internal to third -party projects

The EPC division of the @ampany haswitnessed healthy growth overthe last five years,
largely driven by in-house orders With most of the planned asset development work of the
company gettingcompleted in the next one to two years, we expect the proportion of the
external project works to increase progressively. The management has also increasets

focus on external projects and has taken severiitiatives to increaseOEA AEOEOET 180 A @(

order book position. ICRA Onlineexpect healthy growth in third -party order book on the
AAAE 1 £ OEiAitiathésiamiAd tlddk &cord in the building and port construction
segments. However, considering the ambitious growth plans maintaining the operating
margins atthe existing level will remain a challenge fothe companygoing forward.

Capacity addition at the Karaikal port to support maximisation of inherent locational
advantages

Karaikal Port is the largest segment of the company in terms oépital employed The port is
owned and operated by Karaikal Port Pvt Ltd (KPPL), subsidiary of MARG. KPPL has
successfullystabilised and ramped up operations athe Karaikal port to near-capacity levels
(5.2 MTPA). The port is currently undergoing a fourfold expansion in capacity to 21 MTPA
from 5.2 MTPA at presentWe expectKPPLto capitalise on the existing/potential demand
within the immediate hinterland and also within the extended hinterland area given its
modern infrastructural facilities relative to competing ports. We see cost advantages to
existing cement/power plants in the immediate hinterland from moving through Karaikal
port versus the Chennai/ Ennore/ Tuticorin ports which, we expect, would translate into
diversion of traffic from these ports. However, most of the additional demand, beyond the
existing demand of 14 MPA, is expected from future power plants aggregatingotcoal
import potential of 60 MT. Therefore, we consider theexpected additional demand through
upcoming cement/power plantsto be a key sensitivity.

SEZ Significant investments made; near-to-medium term prospects challenging

MARG is currently developing a 613 acrteSEZ €alled MARG Swarnabhoomi)under its
wholly -owned subsidiary-New Chennai Township Pvt Ltd (NCTPLThe SEZ is locatedn the
East Coast road, midway between Siruseri (which roughly marks the end of IT Corridor of
Chennai along Old Mahabalipuram Roa@nd Pondicherry at a distance of 60 Km from each
of the two locations. NCTPLhas hitherto spent almost Rs 647 Crore out of the planned
investment of nearly Rs700 Crore for the phasel development of the project. Although the
SEZhasadequateconnectivity, it faces several challengeicluding sluggishness in industrial

1 MARG stake in KPPL is expected to decrease tc&3% post conversion of IDFC invdament.
2 MTPA = Million Tonnes Per Annum
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SEZ: Key Facts/Figures

Operational SEZ: 1 Multi services SE.
and 1 Light Engineering ServiceSEZ
[being developed in several phases]
both held under an SPVZz New
Chennai Township Pvt Ltd [100%
held]

Location: East Coast Road, TN [90 kn
from Chennai]

Area: 301 acres under Multiservices
SEZ and 312 acres under Light
Services SEZ [of the total aseapprox

194 acres would be the non

processing zone]

Total planned development: 7.38
million sqft under the processing

zone and 14.4 million sq. ft. under the
non-processing zone

Current Status: 36 acres of land sold
and 0.2 million sq. ft. of builtup area

leased out. 1.2 million sq. ft. of buik

up residential space sold

Total cost of developmentz Phase 1:

Rs. 706 Crore [funded by debt of Rs
407 Crore and equity of Rs. 183
crore]

FY10 Revenues: Rs. 150 Crore

Commercial Real Estate: Key
Facts/Figures
Major ongoing project: Malticum-

hotel of 1.83 million sq. ft. under
Riverside Infrastructure (India) Pvt
Ltd [MARG has a 68.49% stake]
Project Cost: Rs. 488 Crore [fundec
by debt of Rs. 318.1 Crore and equity
of Rs.143.38 Crore]

Area leased out todate: 0.35 million
sg. ft. to 3 anchor tenants

FY10 Revenues: Nil

Residential Real Estate: Key
Facts/Figures
Completed  developments:  <0.5

million sqg. ft. in Chennai

Ongoing developments: 4 million sq.
ft. across 7 projects [of this, approx
3.54 million sg. ft. is located in
Chennai]

Project Cost: Rs. 877 Crore across
projects z to be largely funded
through advances

capex investments,competition from other SEZs near Chennai andncertainty over the
taxation of SEZunits after the introduction of Direct Tax Code (DTC) Moreover, in the
Union Budget for 2011-12, the Government of Indiahas leved Minimum Alternate Tax
(MAT) of 18.5% on the units operating in SEZwith effect from FY12 Considering the
regulatory changeand other existing issuessuccessful marketing of the SEZ would remain a
challenge for the company going forwardMARGIs also developing residential properties in
the non-processing zone of the SEZ. Although the demand for the residential property has
been relatively upkeat so far, we believe that sluggishness in the commercial property
demand will have anadverse impacton residential demand. Overall ICRA Onlineexpects
near-to-medium term prospects of the SEZo be challenging In the long term however, the
SEZ is expeted to generate positive return on investments.

Real Estate segment Aggressive plans on the anvil

Basedon the successof the MARGGroup in various residential projects and the improved
sentiment in the real estate segment, we expedhe companyto be able to progressively
capture value from its substantial land bank. A recent entrant into the real estate segment,
MARGGroupis expected to develodl.8 million sq. ft. of commercial space (maHicum-hotel)
and nearly 4 million sq. ft. of residential space overFY11-13. While MARGGroup has made
progress in marketing these ongoing developmentsthe recent macroeconomic trends
including rising interest rates and inflationary pressures could impact demand.
Nevertheless, weexpectthe MARGGroup to be protected to some extent by its locational
advantage;its 1 I x AT OO0 1 AT A AATE AT A OEA ' -prénumd O
housing segment.

Medium-term earning growth expected to be driven mainly by EPC, ports and real
estate businesses

While we exped¢ the port and the commercial/residential projects to start generating
positive returns within a relatively short timeframe from inception, the gestation period for
the SEZ projects expected tobe relatively longer. Therefore, the profits of MARG Groupn
the medium term are expected to be driven by EPCports and commercial/residential
projects.

No funding concern for the envisaged asset development work:

In order to complete theongoing projects the MARG group would requiresignificant funds
during the next one to two yearsNevertheless,we do notexpect the requirementto cause
any major concern, as the fund for the projects have been largely tiedup. The total
additional equity requirement is Rs. 198 crore; out of whichRs 158 Crore was infused
during FY11z from qualified instit utional-investors proceeeds(QIP, Rs. 106.9 Crorgand by
Infrastructure Development Finance Corporation [DFC Rs 40 Crore). Further, Rs 40 Crore
of additional investment from IDFCwas received during FY12Additionally, a large part of
the debtrequirements has alreadybeentied-up by the group. Therefore on an overall basis,
funding is not a concern for the group and availbility of resouces would aid in smooth
execution of theplanned projects.

Valuation :

MARG has tree different lines of businesses, namely, EPC, Real Estate (including SEZ) and
Port. Therefore, besides comparing MARG with the relevant indices, we have also compared
it against various EPC, real estate and port peers. Additionally as the company is
significantly levered financially, we have given higher weightage to EV/EBITDA multiples as
compared to PE multiples.
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The company is trading at a discount against all the indices except BSE Realty Index. Additionally the company is

discounted againstitspo® DAAOO8 ' AAOOAET 1 AOGAT 1T &£ AEOCAI 61 6 EO EOOOEEEAA

in FY10 and its significant investment in the SEZ project which may not yield commensurate returns in the medium term.
However, ICRA Online observes that gigficant positives exist in the form of tealthy order book position of EPC division:
considerable rampup in port traffic in FY11; and healthy bookings in commercial/residential projects. As the port is the
largest segment of the group in terms of capitadmployed, we expect the trading multiple for MARG to be somewhere in
between the real estate peers and port peers. Currently, the forward trading multiples of MARG (on FY12 expected
figures) are largely in line with its real estate peers and significantljower than its port peers. Moreover as per intrinsic
valuation carried out by ICRA online, which factors a discount on account of holding structure of MARG, the current
market valuation is significantly lower. Thus, ICRA Online has assigned a valuatiomde of® &% MARG on a grading scale

I Ao xEEAE EI AEAAOAOOBERDABPEAT A1 dvd @hiliddbesBAT OAAL

EPC:To Play aCritical Role in Growth Plans

MARG commenced operationsas a pure EPQGompany and has over the years gained significant experience in the
construction business MARG carries otiboth internal and third -party orders. The company hasindertaken various types
of projects including building construction, port and industrial infrastructure among others

Healthy growth in revenues in first nine months

The revenueswitnessed a healthy growth of 35% from Rs. 536 core in first nine months of FY10 ®s.724 crore in
corresponding period of FY11l The revenue mix has also improved with revenue contributiorfrom external orders
showing an increa®.

Internal orders constitute s a significant portion of the order book
Chart 1: Order -book break -up

The total order book position of MARGas on date is Rs.4250 Crore, with an

external order book of Rs. 18 Crore. As far as internal order position is

concerned, it mainly comprised of Karaikal port, SEZproject and various
residential and commercialprojects.

Internal Order
Boo
Foaus

Source: MRG ICRADNline

Proportion of external projects expectedto increase going forwar d

Going forward, much of the ongoing asset development activitiesf the companyis expected to get completed during the
next two years z the phase 2A expansion work of theort is scheduled to be completedn October2011; phase 1 basic
infrastructure work in SEZis scheduled to be completed during FYZ12and mall is scheduled to be completed by April
2012. Therefore, the management has increased its focus ahird -party projects. The external order book has increased
from Rs. 636 crore in Q2 FY11 to Rs18 crore currently .. Further, MARG has submitted bids for projects worth Rs. 3838
crore, out of which it is L1 forprojects worth Rs. 862 croreThe trend of shift to external orders is already visible in the
quarterly results. InQ2 FY1, MARG posted a turover of Rs. 208.&rore in EPC division out of which Rs. 140 crore was
from internal contracts and Rs. 68.6 crore was from external contractsvhile in Q3 FY11, MARG posted a turnover of Rs.
300.2 crore out of which Rs. 165.5 crore was from internal conticts and Rs. 134.7 crore was from external contracts.

Moreover, MARG has registeresvith various bodies to participate in tenders andhas entered into alliance with other
establishedparticipants for segments in which it does not havany significant presence fiamely, roads, airports, power,
water and waste water management projectetc.). For instance,the company has tied up with Lagan Construction an
Irish company, which has expertise in construction of roads, airports and s&age treatment plant; andAECOM- an US
company, has expertise inmaster planning These measures coupled witOE A AT itdck fetbfd @n buildings and
port construction work should result in the healthy growth in the third party order book However, considering the
AT 1 b A imbifiods grawth plans, ICRA Online expectthe operating margins of the division to marginally decline from
the current levels (nearly 12% during first nine months of FY11)

4|Page
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Table 2: Status of Approvals for Registration in Various Bodies  Table 3: Allian ces with Partners

Particulars Status Partner Sector
Hapur Pilkhuwa Development Authority (HPDA) Received  IVRCL Highways
National Building Construction Corporation Received  Valecha Engineering Highways
Karnataka Housing Board Received  NAPC Ltd. Highways
Tamil Nadu, Highways Received  SREI Infrastructure Infrastructure
Tamil Nadu, PWD Received  Surbana Singapore Townships
Andhra PradeshPWD Received  Lagan Construction Roads, Airports
Puducherry, PWD Received AECOM Airports
Source MARG Source MARG

Stable cash flows from EPC segment tosupport the Group in the growth phase
The EPC segment is expected to contribute @significant portion of revenues and profits of the group in the near term
however the share would declinegoing forward as the other activites stabilise

Karaikal Port : Full Steam Ahead

Karaikal Port is the largest segment of the company in terms @hpital employed The port is owned and operated by
Karaikal Port Pvt Ltd (KPPL), a subsidiary of MARG he allweather, multipurpose port is located between Chennai and
Tuticorin ports and mainly targets Central Tamil Nadu for the cargo demandMARG has successfullgtabilised and
ramped up operations atthe Karaikal port to near-capacity levels €urrently at 5.2 MTPA). The port is currently
undergoing a fourfold expansion in capacity to 21 MTPAfrom 5.2 MTPA at present.

Table 4: Karaikal Port z Details of Phase 1 & 2

Phase 1 Phase 2A

Status Operational Under Construction
CoD [Expected/Actual] April 2009 [A] October2011 [E]
Capacity 5.2 MTPA; Cargo handling capacity o Cumulative capacity of 21 MTPA; Cargc

20000 MT/Berth/Day handling capacity of 40000 MT/Berth/Day
Depth 12.5meters 15-16.5meters

Suitable for Handymax vehicles Suitable for Cape size vehicles
No of berths 2 berths: Multi/General Cargo 5 berths: 2z General/Multi Cargo

2: Coal
1: OSV/PSV

Project Cost Rs. 416Crore Rs. 1569Crore
Project funding Debt of Rs. 30ZLrore Debt of Rs1145 Crore

Equity of Rs. 114Crore Equity of Rs.424 Crore

Debt:Equity 0f2.65:1 Debt:Equity of 2.70:1
Location 140 km from Pondicherry

320 km from Chennai Port and360 kms from Tuticorin Port
Cargo traffic z FY10 1.6 MT [Coal Cargo of 4]
Cargo Traffic z [Apr -Dec10] 3.6 MT [Coal cargo of 84%]
Concession Term 30 Years

Extendable by mutual consent for a further 20year period in two 10-year blocks
Concession Fee 2.6% of Gross Income for Y-¥30

Y31-Y40: 10% of Gross Income
Y41-Y50: 11% in Y41 with an incremental 1% every yeag capped at 20%

Source: MARG

Fast-paced growth
Following its commissioning in April 2009, cargo traffic atthe Karaikal Port has grown at a rapid pacen the first nine
months of FY1l, MARG handled 3.6 million tonnesf cargo ascompared with 1.04 million tonnes of cargo handled by the

3 MARG stake in KPPL is expected to decrease to aroundd@ post conversion of IDFC investment.
4 MTPA = Million Tonnes Per Annum
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port in the corresponding period last year. The cargo handled duringwhole of FY11 isapprox. 4.8 million tonnes. The
revenuesfrom port operations also grew significantly to Rs. 127 crore in first nine months of FY1la growth of 307%
over the corresponding period last year With increase in cargo and amortisation of costs over larger volumethe port
posted a profit after tax of Rs. 12.6 crore in the first nine month®f FY1las compared toa loss in the corresponding
period last year.

Driven by....

a) Favorable Location:

The port largely caters to the industrial belt inCentral Tamil Nadu, which is within a 200 km radius of the port and

between 280-350 km from Chennai/Tuticorin ports. Therefore the plants in Central Tamil Nadu benefit from significant

cost savings throughdiversion of traffic to Karaikal port from Chennai/Tuticorin ports earlier. $ AT AT A xEOEET OEA
hinterland area primarily comprisesof Ei BT OOAA AT Al £ O pOwed platisA Anlitionaly Gherd &1 AT OF
potential for other cargo (including fertilizer, sugar, edible oil, agriproducts, timber and project cargo among others
xEOEET OEA DIiogtab @e eiimatetife dtalidentasd within the hinterland to be at close to 14 MTPdut of

which coal demand isestimated to beapprox. 9 MTPA

Figure 1: Indian Ports Table 5: Karaikal Port z Cost Economics
R Location Distance Cost savings in Rs./MT
~ (Kms) [Road]5
f’ ‘ i Seaporis Avriyalur 127 263
/. R o
. '{ { | Tsalem 306 71
P B ,‘ y 3 %/
@6 Z ‘v; & Trichy 143 247
¥, Kandta .m xta 43
o i Karur 210 188
, aradip
w,?:”' y
gavarameVi Dindigul 233 140
A Tsopatism
WIM 'q
\ Ennore = Cuddalore 115 377
Mangalore;s sChennat
\ /~<' i e Thanjavur 88 363
Cochin'* 4
" Stuticorin
Source:MARG; ICRA Online Sour@: MARG; ICRA Online
Table 6: Karaikal Port z Current Demand Estimate
Coal Cargo Other Cargo
Demand from Cement plants | Demand from other power plants
[including captive power plants]
Plant Demand in Plant Demand in | Plant Demand Cargo type
MTPA MTPA in MTPA
Madras Cements 1.13 T A Sugars, EID
JSW Steel 0.87 Parry, Shakti Sugars 1.0 Sugar
Dalmia Cements 1.16 MALCO 0.5 IFFCO 1.0 Fertilizer
Chettinad 0.87 Chennai Petroleum
Cements TNPL 0.34 Corporati on Ltd. 1.0 POL
India Cements 0.41 TA Sugars 0.52 Shreyas Shipping 0.5 Container
Grasim 0.26 Madras Cement &
EID Parry 0.55 Chettinad Cement 0.3 Cement
ACC Limited 0.24 Project
Other Sugar plants 0.96 BHEL 0.3 Cargo

5 Estimated at Rs. 1.50/TonneKilometer
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Coal Cargo Other Cargo

Demand from Cement plants | Demand from other power plants

[including captive power plants]

Plant Demand in Plant Demand in Plant Demand Cargo type

MTPA MTPA in MTPA
Others 0.08 Others 11 Others 11 Edible Oil,
Agri-

products,
Timber etc

Total 4.15 Total 4.84 Total 5.2

Source: MARG; ICRA Online Estimates

b) Superior Infrastructure and Adequate Connectivity:

While industries within the immediate hinterland stand to benefit through considerably laver freight costs, we expect
even those within the secondary hinterland to benefit from the superior facilities available ahe Karaikal port, which
would have a direct impact in terms of lower costs. Cost savings would largely be through lower turnaroutiche and
larger size of vessels handledjiven the higherdepth available. The port also has good connectivity through rail and roads
aiding in easy movement of cargoThe comparison with the main competing ports namelyChennaiand Tuticorin is
provided below:

Table 7: Karaikal as compared with Chennai/Tuticorin Ports

Karaikal Port Chennai Port Tuticorin Port
Capacity 5.2 MTPA [21 MTPA by 73.2MTPA 24.7MTPA
October2011]
Cargo Traffic z FY10 1.6 MT 61 MT 23.8 MT
Cargo Traffic FY11E 4.8MT 61.46 MT 25.73MT
Depth 14.5 metres [to increase to 12-16 metres 8.6-10.9 metres
15.5-16.5 metres] (Coal Cargo11 metres (Coal Cargo: 10.9 metres
General Cargo: 12 mess) General Cago: 10.7 metre3
Level of mechanization Higher Lower Lower
Average turnar ound time 2.5 days 4.05days 3.97 days
(7.5 days for coal vessel) (4.2 days for coal vessel)

Source: MARGPA Website|CRA Online

Favorable ConcessionTerms:

As per the concessiorterms, the CT OA O1 ishale 8OE A  + A O A Er&vdnlie fdD thé fbsh thirty years of its
operationsis relatively low at 2.6%. This provides the port with flexibility to offer competitive rates. Besides theKaraikal
port is not guided by TAMP and therefore hashigher pricing flexibility as compared totwo adjacentmajor ports (namely,
Tuticorin and Chennai ports) with which it directly competes for traffic. Overall, the concession terms of the porare
favorable and positively contribute towards improving themarketability and competitivenessof the port.

Well-timed Capacity Expansion; Execution and Funding on track :

In the first 21 months since its commissioningthe Karaikal port hasgarnered substantial market share from tle Chennai
and Tuticorin ports and is already operating at neaicapacity levels. Simultaneouswith the commissioning of Phase lthe
Karaikal Port has also commencedevelopment of Phase 2A(expansion from 5.2 MTPA to 21 MTPAwhich is expected
to be commissioned byOctober2011. We view the timing of the capacity expansion positidg and expect he port to be
able to gain further market share over current levels post capacity enhancememhile we view the past track record of
MARGin the development of Phase 1o be a positive,we view the Phase 2Awherein the scale/level of complexity is
higher, to be exposed to the risk of time/cost overruns.External funding concerns are, however, largely addressed
through the investmentof Rs. 150 croreby IDFCand tie-up of the required amount of debt for the project.

6 TAMP = Tariff Authority of Major Ports
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Growth in future demand remains the ma in sensitivity:

While we expect MARG to gaisignificant market share from industries within Central Tamil Nadu, we expedraffic build

up to happen gradually We have modeled for 28% CAGR in traffic over FY1A45, touching a capacity utilisation 0f64%

in FY15. Most of the additional demand, beyond the existing demand of 14 MTPA, is expected from future power plants
aggregating to coal import potential of 60 MT. Howevemwe have limited visibility on the demand expected from these
plants, given that these are in very early stages of implementation

Table 8: Details of Expected Power Plants

Plant Location Capacity
Patel Power Nagapattinam 1000 MW
NSL Power Nagapattinam 1320 MW
ETA Star Energy Nagapattinam 1000 MW
Nagai Power I Nagapattinam 1320 MW
Chettinad Power Nagapattinam 1320 MW
Laksha Infratech Nagapattinam 1600 MW
Empee Power Nagapattinam 1320 MW
Sindya Power Nagapattinam 1000 MW
Nagai Power Nagapattinam 330 MW
Tridem Port & Power Co. Pvt. Ltd Nagapattinam 150 MW
Cuddalore Powergen Cuddalore 1320 MW
SRM Energy Cuddalore 1800 MW
Infrastructure Leasing & Fin Ltd. Cuddalore 1200 MW
Tannex Power Cuddalore 110 MW

Source: MARG; ICRA OnlEgtimates
MARG Swarnabhoomi: Gestation period likely to be longer

MARG Swarnabhoomiis the second largest segment of the group in terms of investmeand capital employedz planned
investment of approx. Rs700 Qrore in the first phase almost Rs 647 Crore of capex already incurred The project is
spread across 613 acres anadomprises residential development and two SEZs namely, Multi Services and Light
Engineering. The project is being developed by NCTPla wholly -owned subsidiary of MARGThe company ismarketing
the SEZas an integrated township, comprising housing, commercial developnent and knowledge centers,which is
located inproximity to Chennai.

Table 9: MARG Swarnabhoomi: Key Details

MARG Swarnabhoomi z Twin SEZs [Light Engineering and Multi Se rvices]
Location East Coast Road; appra¥@0 km from Chennai and 6&km from Pondichery

Area 613 acres [including processing/nonrprocessing zones]: Light Engineering SEZ of 31
acres and MultiServices SEZ of 301 acres

Total Area Break -up [613 acres] Processing area withinLight Engineering Sevices SEZ: 135 acres
Processing area wihin Multi Services SEZ: 118 acres
Non-processing area within 613 acres: 194 acres
Area consumed for basic infrastructure: 166 acres

Sale/Lease Model Proposed to be partly through theleaseof developed land[against upfront deposits] and
partly through the lease obuilt-up space
Total Development proposed 2.88 million sq. ft. within the Light Engineering SEZ [processing zone]

4.4 million sq. ft. within the Multi Services SEZ [processing zone]
14.66 million sq. ft. of residential development[non-processng zone]
Total of 22.04 million sq. ft.

Total Project Cost Estimated at Rs. 4271 crore for 613 acres. The SEZ is planned to be developed in sev
phases based on the level of demandstimated cost for phasel development is Rs 706
Crore.

Project Cost & Funding - Phase 1  Cost of Rs. 70&rore funded by debt of Rs. 40Trore and equity of Rs. 18rore [towards
initial infrastructure, residential development of 1.2 million sqgft and commercial
development of 0.7 million sqft.]

Debt has been tied p and equity has been contributed

Total Area leased/sold Light Engineering Services SEZ processing area:23 acres sold 0.04 million sq ft leased
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MARG Swarnabhoomi z Twin SEZs [Light Engineering and Multi Se rvices]

out.

Multi Services SEZ processing area 13 acresof land sold; MOU signed with Virginia Tech
Park for sale of 30 acres of land).03 million sq. ft. of built-up spacesold; 0.15 million sq ft
of built-up spaceleased out

Non-processing areal177 residential units of 1900 launched (including 600 recently
launched apartments)have been sold0.08 million sq. ft. of built-up spacesold; 1.5 million
sq. ft. of FSI sold Dhyaan Dhaam planned in 7 acres under revenubaring model

Source: MARG
Connectivity not a major concern

Figure 3: Swarnabhoomi: Location Details

ThrivalGraTiruvallur

MARG Swarnbhoomi is located midway between
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of Chennai along Old Mahabalipuram Roall and
e Y g s Pondicherry at a distance of 60 Km fromeach ofthe
* Coveiong two locations. It is well connected with both Chennai
el L | and Pondicherry through the East Coast Road (ECR).

Mahabalipuram

thiramerur

The nearest port from the SEZ is the Chennai port

pasif  Medaratam which is at a distance of 90 Km. The alternative ports
VARG S o for the SEZ are Ennore and Karaikal porsvhich are
: —_— — ama — at a respective distance ofl10 km and 173 km from
- Siruseri (Chennai)  : 60 km the SEZ Additionally, the MARG group has a medium
oo | Kalpakkam 120 Km | fd lopi hi . d .
e Mahabalipuram - 36 Km term plan o .eve opl_ng s iprepair-yar -c_um—mlnor-
RangansinGpuram Pondicherry 60 Km port at Mugaiyur, which is located at a distance 0b

pedrapet e

e e | Sriperumbudur 84 Km km from the SEZ. The Chennai airport is approx. at a
— distance of 90 km from the project Overall, we rate
the current connectivity of the SEZ with the main citiegports and airports to be adequate.

Commercial segment salesstatus and challenges

The SEZ was formally launcheth the year 2008; however the company started aggressively marketing it last year after
the completion of the basic infrastructure work. The company has plans to develop nearly 7.4 million sq ft of space in
Light Engineering and Multiservices SEZs. It has so far leased out nearly 0.19 million sq ft out of nearly 0.75 million
square feet of spce under construction. Additionally it hassold out approx. 36 acres of developed landn the two SEZs
combined.

Although the SEZhas adequate connedwity, it faces several challengesncluding sluggishness in industrial capex
investments, competition from other SEZs near Chennaand uncertainty over the taxation of SEZ units after the
introduction of Direct Tax Code (DTC).Moreover, in the Union Budgetfor 2011-12, the Government of India has levied
Minimum Alternate Tax (MAT) of 18.5% on the SEZ un& with effect from FY12.This is expected to further reducethe
attractiveness of the SEZs. Overall, ICRA Online expects the demand for the SE2 &low in the near-to-medium term.
Accordingly we have modeledassuming only 2025% of the planned developmat to happen bythe end of FY15.In the
longer term, however, the demandis expected topick up.

Residential segment has seen better sales:

Table 10: MARG Swarnabhoomi z Details of Residential Projects launched so far

Residential Total Area/No of Area/No of units Average Total Project Sales Realisation
projects units sold till date Realisation Cost [Rs. Crore] till date
[Rs/Sq. ft.] [Rs. Crore]
Navratna 1 0.3 million sq. 0.26 million sq. Rs. 1615/Sq. ft. Rs. 34.5 Crore Rs. 41.99 Crore
ft./300 Units ft./262 units
Navratna 2 0.37 million sq. 0.31 million sq. Rs. 1615/Sq. ft. Rs. 42.55 Crore Rs. 50.06 Crore
ft./280 Units ft./235 units
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Residential Total Area/No of Area/No of units Average Total Project Sales Realisation
projects units sold till date Realisation Cost [Rs. Crore] till date
[Rs/Sq. ft.] [Rs. Crore]
Utsav 1 0.34 million sq.
ft./320 Units 0.62 million sq.
Utsay 2 0.35 million sq. ft./662 units Rs. 1547/Sq. ft. Rs 79.35 Croe Rs. 95.94 Crore
ft./400 Units
Maha Utsav* 0.6 million sq. ft./  0.11 million sq. ft./ Rs. 1818/Sq. ft. Rs. 75 Crore Rs. 19.45 Crore
~600 units 84 units
Total 1.96 million sq. 1.3 million sq. Rs. 1595/Sq. ft. Rs. 231.4 Crore  Rs. 207.44 Crore
ft./1900 Units ft./1243 Units

Source: MARGCRA Online Estimates
Note: *: Recently launched

Residential activity at MARG Swarnabhoomi is at a nascent stagapprox. 1.96 million sq. ft. of residential projects have
been launched(includes 0.6 million sq ft of recently launched projectsagainst the 4 million sq. ft. planned (almost 14%
of planned development). Bookings against these projects have been satisfactory so faarticularly when viewed in
conjunction with the leasing/sale activity in the processing zonez demand has so far been largely driven by Chennai
residents looking for a second home to invest in. Other customer segments include residentstitd nearby Kalpakkam
township and/or Pondicherry. However, given that less thn 14% of the total planned residential space has been
launched hitherto, the current healthy bookings may not be indicative of the future absorbtion rate of the planned
development. We expect captive demand within the SEZ to be the main driver of residéat demand Therefore, the
future sales of residential units is expectedto be directly driven by the level of industrial demand within the SEZ.
Accordingly, we have modeled assuming only 25% of the planned residential development and sales to happenh®yend
of FY15. The sales rate assumed are largely in line with the existirgfes of booking (refer table 10.

Unique positioning has been attempted to mitigate market risk

Although the Swarnabhoomi project faces competition from other upcoming/ devefeed SEZs around Chennai, it has tried
to differentiate by positioning itself as an integrated townshipwith a right balance ofresidential, business and knowledge
infrastructure. Swarnabhoomi is targeting light engineering and multiservices (mainhlife scinece, bio informatics, and
knowledge & innovation centreg.

Swarnabhoomi Academyof Musicis already functioning inside the Swarnabhoomi premises. AdditionallyMARG Institute

of design & Architectural Studiesand MARG Navijyothi Vidyalayda day schoo) are expected to start operations from July
2011 onwards. The Group is alsoin talks with Virginia Tech to set up its Indiacentre within the SEZ (however there are
regulatory issues currently related tothe operations of foreign Institutes in India which could delay the plan). Besides,
nearly 7 acres of lanchave been earmarked for setting up Dhyaan Dhaam (an Art of Living center). Alithese initiatives
should project Swarnbhoomi image as a knowledge hubloreover, the management is exercising caubdin to not allow
any industry, which can disturb the ecosystem of the Swarnabhjoomi project (for exampleazardous chemical and heavy
engineering industries are not encouraged inside the SEZ). The Multiservices SEZ has been able to attract three
companiesrelated to biotechnology (namely Strand Genomics, Incogene and Biozeen). In the Light Engineering segment
also, the company has been able sell nearly 23 acres of land to Virgo and Polyhose and lease out almost 40,000. €|
built-up space to Vanspaland Grundfos.Additionally reputed companies like Sumeet Research & Holdings Pvt Ltd and
TVS Kwik Patchhas evinced interest towards leasing out space in the Light Engineering Services segmémce the
aforementioned business unitscommencetheir operations, similar companies are expected to be gradually attracted to
the SEZ.

Real Estate Development: Substantial plans

-12"80 OAAT Audtddec@dly victe Eelatizely Griat) ftaBdalone projects in the residential/commercial space
The Group has however, been targeting the real estate segment in an organised manner over the last two years. The
'O 6P8O OAAT AOOAOA EI1 RARGAOE(TERY thdhunBrelld a@di\for EeSidedtial Grbjektd and
MARG Junctiory the umbrellabrand £ O OEA ' O O #edtWes. Al pteseAt,dhd Bradp has4 million sq. ft. of
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residential space and1.8 million sq. ft. of commercial space(mall-cum-hotel) under development. While the older

residential projects of the Groupare continued within MARGLtd., the new projects arehived off to a 100%subsidiary

called MARG Propertis Ltd. (MPL). The mallcum-hotel is being developedA U OEA AT i DPATUBO OOAOEAEA
Infrastructure (India) Private Limited (RIPL).

Table 11: Real Estate Projects

Commercial Projects Residential Projects
No of ongoing projects Onez Mall+Hotel+Office No. of ongoing projects Sevenz Apartments/Villas
Location Old Mahabalipuram Road Location Tamil Nadu, Andhra Pradesh.
[OMR], Chennai Out of total 7 projects, 4 are in
OMR, Chennai
Area under development 1.8 million sq. ft.z At present Area under 4 million sq. ft.

1.2 million sq. ft. of mall space development
is under development under

Phase 1 Leasable area of Mall

is 0.66 million sq. ft.

Status Phase 1- Under mnstruction  Status 2 projects [1.14 million sqft] are
[50-60% complete]. Tenants in advanced stages;4 projects
are in place for approx0.35 [2.92 million sqgft] are in early
million sq. ft. stages andl project [0.1 million

sg. ft.] is recently launched

Expected Completion Phase 1- March 2012 Expected Completion Based on the booking status

Expected Cost Rs.488 Crore Expected Cost Rs.880 Crore

Expected Funding Rs.318 Crore of debt and Rs. Expected Funding Largely funded through
170 Crore of Equity customer advances

Source: MARG
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30AO00AT OEAT AT 1T AAT OOAOCETT 1 &£ POI PAOOEAOG xEOEET 1/ -28
Figure 4: Real Estate projects in/ around Chennai
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Source: ICRA Online

After a lull, demand is looking up in OMR

Four of the seven onging residential projects ofMARG ardocated in the OMR region of the Chennai city. The region has
evolved into an IT corridor, which houses many reputed national and international IT companies. After a lull in FY10, the
absorption rates and property prices have picked up in this area.

Chart 2: Residential Property Price Trend in OMR
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Source: ICRA Online Research

Considerable unsold residential area can provide fillip to earnings ; though demand risk remains

In the last one year, MARG launched manyqjects (significantly higher than projects completed in the pagt Although
the initial response has been good substantial portion of the area is unsold which exposes the company to market risk.
However, we expectthe MARGGroup to be protected to some extent by its locational advantage;its low cost land bank
AT A OEA ' 01 0P80 A& A Pemiin houditglkeghermlehava mdddietl hsSuining nearly 3.5 million
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(refer table 12).

I £ OAl A AaBOEu 8¢ 40 A OMigdip il BEEnpdpidtiogéallzdtiond O A

Table 12: Details of Ongoing Residential Projects

Residential Location Total Area/No of % Sold Average Total Project Sales
Projects units Realisation Cost [Rs. Realisation
[Rs./Sq. ft.] Crore] till date
[Rs. Crore]
Pushpadruma OMR, Chennai 0.47 million sq. ~100% 2371.0 90.1 108.0
ft./466 Units
Vishwashakti Tirupati, AP 0.68 million sq. ~51% 1739.0 98.0 58.0
ft./512 Units
Tapovan Pavanijur, Tamil 0.40 million sq. ~6% 2298.7 82.0 9.0
Nadu ft./124 Units
Savitanjali OMR, Chennai 0.87 million sq. ~22% 3049.0 213.6 61.0
ft./678 Units
Lakshna OMR, Chennai 0.05 million sq. ~93% 4841.0 14.0 20.4
ft./40 Units
Kalpa Vriksha OMR, Chennai 0.1 million sq. 0% 2620.8 23.4 -
ft./76 Units
Brindavan Sriperumbudur 1.65 million sq. ~20% 2365.0 368.9 75.0
ft./1848 Units
Total 4.54 Million sq. ~35% 2411.3 877.0 331.4

ft./3744 units

Source: MARG

Mall -cum-hotel planned in the OMR region - Locational advantage should translate into adeq uate footfalls and

conversion rate

Figure 5: Existing Malls in Chennai (marked in blue);
Upcoming Malls in OMR (marked in red)
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MARGIs developing a mallcum-hotel (total built-up space
of 1.83 million sq. ft under its 68.49% owned subsidiary
(RIPL). The mall(leasable area of 0.66 million sq ft)is
located in the OMR region and mainly targetthe young
IT crowd working and residing in or near the region. The
mall does not faceany significant competition in the near
term asthe existing malls in the city arelocated far from
the OMR region. Although a few other malls aréeing
planned in the QMR region, they will take longer to be
completed. The mall is expected to start commercial
operations by April 2012. RIPL has already leased out
nearly 38% of the total leasable spaceThe anchor
tenants (3 E 1 B Bsfo) dlypercity and PVR Cinemdjave
rented nearly 25% of the spaceunder revenue sharing-
cum-minimum guarantee rental model.Considering the
favorable location of the mall and its tenant profile, we
expect its tenancy buildup to be healthy. Accordingly, we
have assumed the startingoccupancyof mall to be at 70%
in FY12 and increase t090% by FYH. Initial average
rental is assumed at Rs 60/ sq ft/ monthMARG also has
subsequentplans to developa hotel and office space in
the mall premises. Howeverwe have not factored this in
our valuation, as we do not expect thes¢éo be completed
in the medium term.
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Long-Term Development plans

Apart from 70 acres of land in and around chennai and 613 acres fBwarnabhoomi SEZproject where the company has
immediate development plans, MARG has aund 875 acres of land in various places. This is to cater to long term
development plans of the company.

Other Businesses:

Other businessplans of MARGnclude two greenfield airports at Karnataka,one multi-level car park andone ship repair-
cum-minor port at Mugaiyur in Tamil Nadu. These projects are currently in thie initial stages and we therefore,do not
expect any major movement on these projectis the medium term.

Financial Profile:

Healthy future revenue growth expected on the back of growth in EPC busness and increased momentum in the
AT | b A hskebbased business

Chart 3: Estimated Consolidated Revenue Growth and Break -up
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Source: MARG; ICRA Online Estimates

Until FY09, most of the revenuesf MARGwas derived from theEPC bumess and real estate projects. The revenue mof
the company, however, changed considerably since FY10 on account of the commencementahmercial operation of
the first phase of the Karaikal portand activities in the SEZ businessThe consolidated reenue of the company has
largely shown a consistent growth trend in the past with ¥09 being an aberration. The revenudropped by almost35%

in FY09, despite the standalone EPC business growing by almost 90% during the year. This drop can be explaineticoy t
fact that MARG executed a much higher proportion of internal EPC contraatisiring the year, which got adjusted on
consolidation. However, the company registered a strong growth of almost 266% in the subsequent yeanainly driven

by the revenues from the SEZ busniess and thihe Karaikal port (phase-1 of the port got operational in April 2009). Going
forward, ICRA Onlineexpect the revenue growth to be sustained orthe back ofthird -party orders; ramping-up of port
operations andsale and leasingof real estate assets
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Strong earnings growth expected in FY12 backed byearnings growth in EPC and Port segmens

Chart 4: Expected EPS trend
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The averageEPS of the company during the last five yemhas been low at nearly Rs 3.9/ sharélhe low EPSs mainly
attributed to the fact that most of the assets being developed by the company have been under the development stage and
therefore could not contribute to the A T 1 D Adatifigd.

The company witnessed adecline in EPS during FYO9mainly on account of relatively higher proportion of internal
contracts executed byit during the year; the eanings from the internal contracts got adjusted in the consolidated P&L
account. In FY10, th&ePS of the company grew by 51% mainlybacked by profits from thesale of real estate assets under
NCTPL Going forward, ICRA Onlinexpect a strong growth in EPSof the companyon the back of the earnings growthin
EPCport and real estate divisions

Steady improvement in return indicators expected on the back of growth in occupancy of long -term infrastructure/
real estate assets

Chart 5: Expected Trend of Profitability and Return Indicators
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MARG has transitioned from pure EPC model to EP€um-assets ownership model. However, as the transition has
happened recently, most of its assets are either not operational currently oare relatively new to generate adequate
returns. This explains the relatively lower return indicators of the companyin the recent past

Going forward, the various assets of the company are lined up toommencetheir commercial operation during the next
one to two years- the phase 2A expansion work of thgort is scheduled to be completed irDctober2011; phase 1 basic
infrastructure work in SEZ is scheduled to be completed during FY12and mall is scheduled to be completed by April
2012. These assets may not be able to generate positive returns frahe first year oftheir operations, which in turn could
result in minor fluctuations in profitability and return indicators. However, ICRA Ofine expectsthe profitability and
return indicators of the companyto move largelyin the positive direction.

Sgnificant capexand real estate development planned ; however, no major funding concern

As the company is currently in the stage of buiding its asséiase the cash outflow for the realestate inventory build-up
and realestate/ port gross block addition is substantial However, we do notview the same asany major concernbecause
the funding for the expansion plan has been largely tiedp. The group has received equity investment oRs 158 Crore of
equity during FY11- including QIP of Rs106.9 Orore and second tranche investment by IDFC in KPPL of .R€ Crore.
Additionally, the third and last tranche invesmentof Rs 40 Qrore from IDFC in KPPLlwas received during FY12These
investments should adequately provide for the equity required by the group for the planned capex. Moreovalarge part
of the borrowings is already tied up under various project companies of the groupTherefore we do not see any
significant funding pressure onMARGto complete the envisaged asset development worRhis would facilitate the group
to complete project execution within planned time limits.
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Company Profile:

MARG was founded in the year 1994 by Mr. GRK Reddy. The company went public in the year 1995 and raised Rs 1.2
crore from the capital market. Initially, the company was mainly focused on EPC contract works and rélaly small real
estate projects. However during the year 2006, MARG signed a concession agreement with the Government of
Pondicherry for the development of the Karaikal port which marked its entry into the infrastructure segment. The
company also launcled a 613 acre SEZ project, named Swarnabhoomi, in the year 2008. Besides, the company is
developing several residential apartments and a mall in Chennai. The infrastructure/ real estate projects of the company
are being developed in different subsidiaries vth Marg Ltd. serving as a holding company and EPC contractor for internal
and external projects.

Company Factsheet

Table 18: Factsheet

Company MARG Ltd.

Year of Incorporation 1994

Year of Listing 1995

Stock Exchanges Bombay Stock Exchange, MadseStock Exchange

Registered Office 318, Rajiv Gandhi Salai, Kottivakkam, Chenrab00 041, India
Phone : +9144-24541111

Auditor K Ramkumar & Co.

Board of Directors Mr. GRK Reddy Promoter Director/ Managing Director

Mr. G Raghava Rigly Promoter Director/ Non Executive Director
Mrs. V P Rajini Reddy  Promoter Director/ Non Executive Director
Mr. Arun Kumar Gurtu  Independent Director/ Non Executive Director
Mr. Karanijit Singh Jasuja Independent Director/ Nonxgcutive Director

Mr. Saibaba Vutukuri Independent Director/ Non Executive Director
Key Subsidiaries Company Name MARG Shareholding
Karaikal Port Pvt. Ltd. 95.4%
New Chennai Township Pvt. Ltd. 100%
Riverside Infrastructure (India) Pvt. Ltd. 68.49%
Marg Properties Ltd. 100%
Corporate Governance
4EA AT AOA OOOOAOOOA 1T &£ -12' EO ET AliPIEATAA xEOE OEA OARNOE

board has six directors, of which three are independent directors. Theromoter, Mr. GRK Reddy, is the Chairman and

Managing Director. In terms of the clause 49 of the listing agreement, the company has also constituted the following

committees: (a) Audit Committee; (b) Investor Grievance Committee; and (c) Remuneration andor@pensation

#1 1T T EOOAA8 4EA AEOAI T OOOAO ET OEA AT i PATUBO Al1T OAI OAPTI 006 AO
However, currently the company publishes only the standalone financials on quarterly basis. ICRA Online believes that

quarterly reporting of consolidated financials should be practiced particularly considering the significant capital

employed in the businesses other than EPC.
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Group Structure

Figure 6: Group Structure
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Valuation Grading:

In assessing a company'saluation, various parameters are considered including the company's earnings and growth
prospects, its ability to generate free cash flows, and its capacity to generate returns from the capital invested. The
valuation is also benchmarked against an apprafate peer set or index. The opinion on a company's relativealuation is
expressed using the following fivepoint scale

Table 19: ICRA Online Equity Research Service - Valuation Grades

Valuation Grade Grade Implication
Significantly undervalued

Moderately undervalued

Fairly valued

Moderately overvalued

mj{o|O|w|>

Significantly overvalued

While assessing a company's relative valuation, the historical price volatility exhibited by the stock, besides its liquidity
also taken into account. The exint of overvaluation or undervaluation is adjusted for the relative volatility displayed by
the stock.

Table 20: Relative Valuation z Comparison with Indices

ICRA Estimates MARG Ltd.# BSE Realty Index* CNX NSE S&P CNX 500 NSE S&P CNX
Infrastructure Equity Inde x* Nifty Index*
Index*
FY11E FY12E FY12E FY12E FY12E FY12E
Price/Earnings 22.5 8.5 8.9 16.5 13.4 14.5
EV/EBITDA 14.1 8.3 8.1 9.7 9.8 10.5
Price /Sales 0.6 0.4 2.3 1.6 1.4 1.7
Price /Book Value 1.0 0.9 0.9 2.1 2.2 2.5
Price/Cash Flow 10.1 4.7 8.2 10.5 9.6 10.8

Note:#: ICRA Online estimatesre based on share price as @ May2011; *: BloombergConsensus Estimates as @hMay 2011

Table 21: Relative Valuation z Comparison with Real Estate Peers

ICRA Estimates MARG Ltd.# Puravankara Brigade Shobha Peers
Project s Limited* Enterprises Ltd.* Developers Average
Limited*
FY11E FY12E FY11E FY12E FY11 FY12E FY11E FY12E FY12E
Price/Earnings 22.5 8.5 14.1 11.5 8.7 7.7 14.4 11.8 10.3
EV/EBITDA 141 8.3 11.1 7.6 10.0 8.3 12.3 10.1 8.7
Price /Sales 0.6 0.4 3.4 2.4 1.8 1.5 1.8 1.6 1.8
Price /Book Value 1.0 0.9 1.2 1.1 0.9 0.8 1.5 1.3 1.1
Price/Cash Flow 10.1 4.7 11.9 11.2 14.0 14.3 10.8 10.5 12.0

Note:#: ICRA Online estimatesre based orthe share price as 08t May 2011; *: BloombergConsensus Estimates as @hMay
2011

Table 22: Relative Valuation z Comparison with EPC Peers

ICRA Estimates MARG Ltd.# Ahluwalia BL Kashyap & Cons. Const. Peers
Contracts (India) Sons Ltd.* Consortium Ltd. Average
Limited* (CCCL¥
FY11E FY12E FY11E FY12E FY11E FY12E FY11 FY12E FY12E
Price/Earnings 22.5 8.5 8.1 7.0 8.9 7.3 7.8 9.9 8.0
EV/EBITDA 14.1 8.3 4.1 3.5 7.5 6.0 5.1 5.4 5.0
Price /Sales 0.6 0.4 0.4 0.4 0.3 0.3 0.3 0.3 0.3
Price /Book Value 1.0 0.9 2.2 1.7 0.8 0.7 1.0 0.9 1.1
Price/Cash Flow 10.1 4.7 6.4 5.8 6.2 7.3 6.5

Note:#: ICRA Online estimatemre based orthe share price as 08t May 2011; *: BloombergConsensus Estimates as @hMay
2011

19|Page



ICRA Equity Research Service MARG Limited Initiating Coverage

Table 23: Relative Valuation z Comparison with Port Peers

ICRA Estimates MARG Ltd.# Mundra SEZ & Ports Ltd.* Gujarat Pipavav Port Peers
Limited* Average
FY11E FY12E FY11E FY12E FY11E FY12E FY12E
Price/Earnings 22.5 8.5 30.8 20.3 53.2 21.6 20.9
EV/EBITDA 14.1 8.3 23.4 15.5 17.4 12.2 13.9
Price /Sales 0.6 0.4 14.0 9.3 6.9 5.3 7.3
Price /Book Value 1.0 0.9 6.2 5.0 3.2 2.8 3.9
Price/Cash Flow 10.1 4.7 23.8 16.6 29.6 16.7 16.6

Note:#: ICRA Online estimatesre based orthe share price as 08t May 2011, *: BloombergConsensus Emates as orfth May
2011

Comments:

MARG has three different lines of businessespnamely, EPC, Real Estatéincluding SEZ and Port. Therefore besides
comparing MARGuwith the relevant indices, we have also compared it against various EPC, real estate @ort peers.
Additionally as the company is significantly levered financially, we have given higher weightage to EV/EBITDA multiples
as compared to PE multiples.

As observed from the above tableshe company is trading at adiscount againstall the indices except BSE Realty Index.
Additionally the company is discounted against its port peersA certain level of discount is justifiedgiven the modest
OAAT A 1 Aport- obetatiohin FY10 and its significantinvestment in the SEZ project which maynot yield
commensuratereturns in the medium term. However, ICRA Onlinebservesthat significant positives exist in the form of
healthy order book position of EPC division;considerable ramp-up in port traffic in FY11; and healthy bookings in
commercial/resid ential projects. Asthe port is the largestsegmentof the group in terms of capital employed we expect
the trading multiple for MARG tobe somewhere in betweerthe real estate peersand port peers. Currently, the forward
trading multiples of MARG(on FY12 expected figures) ardargely in line with its real estate peers and significantly lower
than its port peers. Moreover as per intrinsic valuation carried out by ICRA online, which factors a discount on account of
holding structure of MARG, the current rarket valuation is significantly lower. Thus, ICRA Online hasssigred a valuation

grade of @801 -1 2' 11 A OOAAREXECEBEAERAEAAOAOOBER®E ADE Adu@icdh®T BABO

relative basis.
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Annexure |; Relative Valuation

Chart 7: Real Estate Peers Price movement

Source: ICRA Online Estimates; Bloomberg

Chart 9: EPC Pers- Price movement

Source: ICR Online Estimates; Bloomberg

Chart 11: Port Peers- Price movement

Source: ICRA Online Estimates; Bloomberg

Comments:

Chart 8: Real Estate Peers- Forward EV/EBITDA ratio

Source: ICRA Online Estimates; Bloomberg

Chart 10: EPC Peers Forward EV/EBITDA ratio

Source: ICRA Online Estimates; Bloomberg

Chart 12: Port Peers - Forward EV/EBITDA ratio

Source: ICRA Online Estimates; Bloomberg

MARG share prices have moved largely in line witteal estate EPCpeers, thereby indicating itsstronger correlation with
them as compared toport peers. Similarly, the stockprices of MARG havéeen in the same forward EV/EBITDA band as
real estate peersEvidently, the market is categorizing MARG as a real estate player rather than an infrastructyayer.
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