Event Update

Rating matrix

Rating Buy
Target ] 223
Target Period 12 months

Potential Upside 16%

Target Changed from ¥ 200* to 223
EPS FY19E Unchanged
EPS FY20E Unchanged
Rating Changed from HOLD to BUY

*Adjusted for de-merged forex business (@ ¥25/share)

Key Financials

< crore FY17 FY18  FY19E FY20E
Net sales 2179.4 23993 2783.7  3081.8
EBITDA 680.9 1024.3 929.1 1159.9
Net Profit -10.2  366.3 217.8 300.2
EPS ) -0.6 20.8 12.3 17.0

I

aluation summary

FY17 FY18  FY19E  FY20E
PE (x) NA 9.3 15.6 11.3
Target PE (x) NA 1.1 18.6 13.5
EV to EBITDA (x) 15 5.5 6.2 5.0
Price to book (x) 1.3 1.0 1.0 0.9
RoNW (%) 0.4 1.1 6.2 8.0
RoCE (%) 8.8 11.3 9.4 11.3
Particular Amount
Mcap < 3389 crore
Debt (FY18) % 3907 crore
Cash & Invest(FY18) % 1647 crore
EV < 5649 crore
52 week H/L < 306/199
Equity cap < 86.4 crore
Face value %5
MF Holding(%) 4.66
Fll Holding(%) 31.12

Price performance (%)

0.7
-10.2

-6.6
-5.5

-21.7
-3.0

9.0
-9.3
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Cox & Kings (CNKLIM) 3192

Debt overhang to recede post deal...

Cox and Kings’ board has entered into an agreement to sell its education
business to Midlothian Capital Partners for all cash enterprise value of
¥ 4387 crore (i.e. £467 million). The focus on asset light strategy and
reduction in debt burden remain the key main criteria behind this move as
education is a capex heavy business. This division reported revenue and
EBITDA of ¥ 613 crore and ¥ 242 crore, respectively for FY18. Post this
deal, the overall debt burden will come down from ¥ 3907 crore to ¥ 1507
crore. Again, with the transfer of ¥ 250 crore debt to its de-merged entity
(i.e. forex division), the debt burden will come down to ¥ 1257 crore,
which is 1.6x adjusted FY20E EBITDA against 3.4x earlier. In our view, this
is a significant step towards debt reduction and will help improve the
return ratios, going forward, with focus on the business with high growth
potential (i.e. leisure & hybrid hotel segment). As the transaction is
subject to regulatory approval, we have not factored the same in our
model.

Deal expected to be EPS accretive by ~11% as per our workings...

Although the revenues will come down 33% post conclusion of this deal,
we expect a positive impact on the company’s net earnings, going
forward. The sale of the education division will lead to an outflow of ¥ 75
crore after adjusting for depreciation & interest (which is 30% of EBITDA),
tax rate of 20% (assumed). On the other hand, debt reduction of £253
million (X 2378 crore) will lead to interest cost savings of ¥ 116 crore (@
average interest rate of 7%). Overall, we expect net earnings to go up by
T 41 crore, which is 11.4% FY18 net earnings.

Domestic business continues to remain robust...

During FY18, the company’s leisure India revenues increased 12.4% YoY
mainly on the back of improving domestic spend and higher growth in
foreign tourist arrival. Further, consumer sentiments continue to remain
healthy as witnessed in the air passenger traffic growth and improved
hotel occupancy. In addition, with improved tourism measures by the
government, we expect the domestic leisure business to continue to
outperform in coming years. Hence, we expect leisure revenues to grow
at a CAGR of 11% in FY18-20E.

International revenues poised for growth...

Bed capacity addition (up 42.8% YoY in FY18) has led the company to
report 29.6% YoY increase in Meininger revenues in FY18. Further, over
the coming years, the company plans to have a bed capacity of 15,000 at
Meininger by FY19 and 25,000 by the end of FY22 from a bed capacity of
10,400 (i.e. a CAGR of 24% in FY18-22). As a result, we expect Meininger
revenues to drive substantial part of growth in international business.

Concern over debt being addressed; upgrade to BUY

We expect the company’s domestic leisure revenues to grow at a CAGR
of 11% in FY18-20E mainly led by improving domestic spend and higher
growth in foreign tourist arrivals. The company plans to increase bed
capacity at Meininger at a CAGR of 28% in FY18-22E will also drive the
revenue growth of its international segment. With concerns over high
debt now being addressed, we upgrade our rating to BUY with a revised
target price of target price of ¥ 223 (i.e. valuing at 6.5x FY20E adjusted
EBITDA).
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m  Deal structure

Exhibit 1: Company to get ¥ 2377 crore for sale of Education business
Deal Structure of Education Business

Particulars GBP (in milliions)
Enterprise Value 467 4387
Takeover of Debt {A} 100 939
Equity Value 367
Expenses & Management Incentives 67
Net proceeds to Shareholders 300
Cox & Kings Stake 51%
Proceeds to Cox & Kings {B} 153 1437
Total Proceeds to company {A+B} 253 2371

Source: Company, ICICI Direct Research

= Debt/EBITDA to come down, going forward

Exhibit 2: Debt/EBITDA to come down from 3.4x to 1.6x

Pre Post

Particulars FY18 FY19E FY20E FY18 FY19E FY20E
Leisure - India* 734.0 821.3 903.4 640.0 721.3 793.4
Leisure - International 351.0 407.7 448.5 351.0 407.7 448.5
Education 612.0 680.6 735.0 0.0 0.0 0.0
Meininger 517.0 207.1 767.1 517.0 207.1 767.1
Others 184.6 2071 227.8 184.6 207.1 227.8
Total 2398.6 2323.8 3081.8 1692.6 1543.2 2236.8
EBITDA

Leisure - India 296.0 342.2 365.0 241.0 284.2 305.0
Leisure - International 195.0 223.4 251.1 195.0 223.4 251.1
Education 242.0 270.3 301.4 0.0 0.0 0.0
Meininger 143.0 168.5 230.1 143.0 168.5 230.1
Others 10.0 15.8 12.3 10.0 15.8 12.3
Total 886.0 1020.2 1159.9 589.0 691.9 798.5
Debt 3907.0 1257.0
Debt/EBITDA 3.4 1.6

Source: Company, ICICI Direct Research *Post figures are adjusted for forex business

= Deal to be EPS accretive by 11.4% as per our workings

Exhibit 3: Expect net positive impact of T41.7 crore on company’s net earnings

In GBP million
Outflow Net Impact
EBITDA of Education division 28.0
Depreciation & Interest 8.5
PBT 19.5
PAT 15.6
Less: Minority interest 1.6 -8.0
Inflow
Debt 253.0
Interest savings @7% p.a. 17.1
Less: Tax impact @ 30% 5.3 12.4
Net impact [A-B] 4.4
Net impact on profit (% cr) @394/GBP 41.7
FY18 Net proft 366.3
Ovarall impact 11.4%

Source: Company, ICIC/ Direct Research
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Outlook and valuations

Although the company’s revenue will come down by 33% post
conclusion of this deal, we expect the positive impact on the company’s
net earnings, going forward. Post this transaction, the company will
become pure play on leisure & hotel segment. We expect the company’s
domestic leisure revenues to grow at a CAGR of 11% in FY18-20E mainly
led by improving domestic spend and higher growth in foreign tourist
arrivals. The company plans to increase bed capacity at Meininger at a
CAGR of 28% in FY18-22E to also drive revenue growth of its
international segment. With concerns over high debt now being
addressed, we upgrade our rating to BUY with a revised target price of
target price of ¥ 223 (i.e. valuing at 6.5x FY20E adjusted EBITDA).

Exhibit 4: Valuation

FY19E Adjusted EBITDA (% crore) 798.5
EV multiple 6.5
Target EV (% cr) 5190.5
Debt post trasaction (% cr) 1257.0
Equity value ( cr) 3933.5
0/s shares (In cr) 17.7
Target price per share (%) 222.9
Current Market price 192.0
Potential upside (%) 16.1%

Source: Company, ICICI Direct Research, The current deal is not yet incorporated into our model.
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Financial summary

(Year-end March) FY17 FY18 FY19E FY20E
Total operating Income 2,179.4 2,399.3 2,783.7 3,081.8
Growth (%) -8.4 10.1 16.0 10.7
Employee Expenses 746 806 1018 1076
Advertisement expenses 0 NA NA NA
Other expenses 753 569 836 846
Total Operating Expenditure 1,498.5 1,375.0 1,854.6 1,921.9
EBITDA 680.9 1,024.3 929.1 1,159.9
Growth (%) -13.2 50.4 9.3 24.8
Depreciation 95.3 98.8 110.0 123.0
Interest 225.5 264.8 265.7 265.7
Other Income -110.8 41.2 95.5 95.5
PBT 238.4 681.1 643.7 866.8
Profits from Associates -11.6 -25.3 -29.1 -40.0
Total Tax 172.2 222.2 275.0 416.1
PAT -10.2 366.3 217.8 300.2
Growth (%) NA NA -40.5 37.8
EPS () -0.6 20.8 12.3 17.0

Source:Company, ICICI Direct Research

Balance sheet < Crore
(Year-end March) FY17 FY18 FY19E FY20E
Liabilities

Equity Capital 88.3 88.3 88.3 88.3
Reserve and Surplus 2,511.2 3,203.0 3,399.5 3,678.5
Total Shareholders funds 2,599.5 3,291.3 3,487.8 3,766.7
Total Debt 3,423.9 3,906.9 4,006.9 3,906.9
Def Tax Liability 175.6 232.1 236.1 240.1
Total Liabilities 6,198.9 7,430.3 7,730.8 7.913.7
Assets

Gross Block 3,036.4 3,710.8 4,187.5 4,633.5
Less: Acc Depreciation 1,340.9 1,439.8 1,549.8 1,672.7
Net Block 1,695.5 2,211.0 2,637.7 2,960.8
Capital WIP 310.7 135.3 46.0 100.0
Total Fixed Assets 2,006.2 2,406.3 2,683.7 3,060.8
Goodwill on Cons 2,202.8 2,468.0 2,468.0 2,468.0
Investments 107.7 110.0 110.0 110.0
Def Tax Assets 0.0 0.0 0.0 0.0
Inventory 19.9 15.5 25.7 19.9
Debtors 1,820.1 2,241.6 2,600.7 2,879.2
Loans and Advances 9.4 10.3 23.1 1.7
Cash 1,692.6 1,646.9 1,611.2 1,436.8
Total Current Assets 3,542.0 3,914.3 4,260.6 4,343.6
Total Current Liabilities 2,191.7 2,344.7 2,453.1 2,510.0
Net Current Assets 1,350.3 1,569.6 1,807.5 1,833.5
Misc Exp not W/f 0.0 0.0 0.0 0.0
Application of Funds 6,198.9 7,430.3 7,730.8 7913.7

Source: Company, ICIC/ Direct Research
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Cash flow statement < Crore
(Year-end March) FY17 FY18 FY19E FY20E
Profit after Tax -10.2 366.3 217.8 300.2
Add: Depreciation 95.3 98.8 110.0 123.0
(Inc)/dec in Current Assets -371.2 -1,158.4 -410.8 -258.3
Inc/(dec) in CL and Provisions -186.6 153.0 108.4 56.9
CF from operating activities -472.7 -540.2 254 221.8
(Inc)/dec in Investments 0.0 0.0 0.0 0.0
(Inc)/dec in Fixed Assets -298.0 -499.0 -387.4 -500.0
Goodwilll on consolidation 762.5 184.9 0.0 0.0
Others -47.5 0.0 247.6 225.0
CF from investing activities 416.9 -314.1 -139.8 -275.0
Issue/(Buy back) of Equity 3.6 0.0 0.0 0.0
Inc/(dec) in loan funds -244.1 483.0 100.0 -100.0
Dividend paid & dividend tax -19.9 -21.3 213 213
Inc/(dec) in Sec. premium 0.0 0.0 0.0 0.0
Others 166.2 346.8 0.0 0.0
CF from financing activities -94.2 808.6 78.7 -121.3
Net Cash flow -150.0 -45.7 -35.7 -174.4
Opening Cash 1,842.6 1,692.6 1,646.9 1,611.2
Closing Cash 1,692.6 1,646.9 1,611.2 1,436.8

Source: Company, ICIC/ Direct Research

(Year-end March) FY17 FY18 FY19E FY20E
Per share data (3)

EPS -0.6 20.8 12.3 17.0
Cash EPS 48 26.4 18.6 24.0
BV 147.3 186.5 197.6 213.4
DPS 1.0 1.0 1.0 1.0
Operating Ratios (%)

EBITDA Margin 31.2 42.7 334 317.6
PBT / Total Operating income -0.5 15.3 7.8 9.7
Asset Turnover 0.3 0.3 0.3 0.0
Debtor Turnover 1.2 1.1 1.1 1.1
Creditor Turnover 1.0 5.7 5.7 5.7
Return Ratios (%)

RoE -0.4 1.1 6.2 8.0
RoCE 8.8 1.3 9.4 11.3
RolC 12.3 14.0 1.2 13.3
Valuation Ratios (x)

P/E 0.0 9.3 15.6 11.3
EV/EBITDA 15 5.5 6.2 5.0
EV / Net Sales 2.3 2.3 2.1 1.9
Market Cap / Sales 1.6 1.4 1.2 1.1
Price to Book Value 1.3 1.0 1.0 0.9
Solvency Ratios

Debt/EBITDA 5.0 3.8 4.3 3.4
Debt / Equity 1.3 1.2 1.1 1.0
Current Ratio 2.1 25 25 25
Quick Ratio 1.4 1.8 1.8 1.9

Source: Company, ICICI Direct Research
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RATING RATIONALE

ICICI Direct Research endeavours to provide objective opinions and recommendations. ICICI Direct Research
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;

lAvlllMlnllzl;.Y:lﬂ’10""!9! BROKER
| ICICI Securities Ltd. | @ 755 armins

Analyst Award 2012

ﬂlClCl direct.com NC1 !

Pankaj Pandey Head - Research pankaj.pandey@icicisecurities.com

ICICI Direct Research Desk,
ICICI Securities Limited,

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

Andheri (East)

Mumbai - 400 093

research@icicidirect.com
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ANALYST CERTIFICATION

We /I, Rashesh Shah, CA, and Romil Mehta, CA 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 views about 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.

Terms & conditions and other disclosures:

ICICI Securities Limited (ICICI Securities) is a full-service, integrated investment banking and is, inter alia, engaged in the business of stock brokering and distribution of financial products. ICICI Securities
Limited is a SEBI registered Research Analyst with SEBI Registration Number — INH000000990. ICICI Securities Limited Sebi Registration is INZ000183631 for stock broker. ICICI Securities is a wholly-owned
subsidiary of ICICI Bank which is India’s largest private sector bank and has its various subsidiaries engaged in businesses of housing finance, asset management, life insurance, general insurance, venture
capital fund management, etc. (“associates”), the details in respect of which are available on www.icicibank.com.

ICICI Securities is one of the leading merchant bankers/ underwriters of securities and participate in virtually all securities trading markets in India. We and our associates might have investment banking
and other business relationship with a significant percentage of companies covered by our Investment Research Department. ICICI Securities generally prohibits its analysts, persons reporting to analysts
and their relatives 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 a reasonable basis, ICICI Securities is 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 ICIC| Securities might be 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 shall 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 on investment may vary because of changes in interest rates, foreign exchange rates or any other reason. ICICI Securities accepts no liabilities whatsoever 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 or its associates might have managed or co-managed public offering of securities for the subject company or might have been mandated by the subject company for any other assignment
in the past twelve months.

ICICI Securities or its associates might have received any 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 managing or co-managing public offerings, corporate finance, investment banking or merchant banking, brokerage services or other advisory service in a merger or specific transaction.

ICICI Securities or its associates might have received any compensation for products or services other than investment banking or merchant banking or brokerage services from the companies mentioned
in the report in the past twelve months.

ICICI Securities encourages independence in research report preparation and strives to minimize conflict in preparation of research report. ICICI Securities or its associates or its analysts did not receive any
compensation or other benefits from the companies mentioned in the report or third party in connection with preparation of the research report. Accordingly, neither ICICI Securities nor Research Analysts
and their relatives have any material conflict of interest at the time of publication of this report.

It is confirmed that Rashesh Shah, CA, and Romil Mehta, CA Research Analysts of this report have not received any compensation from the companies mentioned in the report in the preceding twelve
months.

Compensation of our Research Analysts is not based on any specific merchant banking, investment banking or brokerage service transactions.

ICICI Securities or its subsidiaries collectively or Research Analysts or their relatives 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.

Since associates of ICICI Securities are engaged in various financial service businesses, they might have financial interests or beneficial ownership in various companies including the subject
company/companies mentioned in this report.

It is confirmed that Rashesh Shah, CA, and Romil Mehta, CA Research Analysts do not serve as an officer, director or employee 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.

Neither the Research Analysts nor ICICI Securities have been engaged in market making activity for the companies mentioned in the report.

We submit that no material disciplinary action has been taken on ICICI Securities by any Regulatory Authority impacting Equity Research Analysis activities.

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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