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Indestructible value creation

Optically low PAT given one-offs in Q2; NIM/growth surprise

Barring high one-offs in Q2 (INR 5.2bn with respect to reversals,
dividend income), REC’s (RECL IN) Q3 earnings were strong on all
counts. This was led by: (a) 16bps QoQ NIM uptick, on strong
disbursements (up 11%QoQ) and steady CoF at 7.28% sequentially
(7.23%: Q2), led by favorable liability mix (~41% borrowings from
corporate bonds; 9% from capita gain bonds — amongst only one in four
to raise these — being priced favorably); (b) Provision at mere INR 0.6bn
with resolutions of three assets; and (c) decadal-high 21% YoY loan
growth largely led by renewables, LPS, infra portfolios._RECL is upbeat
on growth guidance of 16% YoY, NIM steadying at 3.5% and anticipated
provision reversal for FY24, which signal strong book value accretion
and continued robust upside for the stock.

Renewables, non-power prop loan; sanction pipeline strengthens

RECL saw robust loan growth of 4.9% QoQ/21% YoY, led by infra loans
(up 46% QoQ), renewables (up 11.5% QoQ/30.5% YoY). Renewables at
6.7% of assets (~INR 333bn) may climb to INR 3tn by FY30E, led by the
recent INR 280bn MoU signage and the government’s agenda to take
the share to 30% of mix by FY30. Also, Q3 saw 57% of overall sanctions
from renewables. RECL continues to prop talent, skillset, effective
pricing, focusing on state-backed assets (DISCOMs led by RBPF loans),
quality renewable corporates, Gol-led rooftop solar loan (estimated INR
300bn funding opportunity) and high-ticket infra projects, propping
business visibility. Expect higher 18% loan CAGR in FY24E-26E.

Sturdy asset resolutions, more to follow; expect write-backs in FY24

NIM may be steady ahead as RECL seeks to contain credit cost (aim is 0%
net NPA by FY25). RECL did not see any slippage in past eight quarters. It
expects write-back in FY24. Stage 3 assets of 2.78% were at six-year low
in Q3. Currently, 16 stressed projects (INR 138bn) are in Stage llI, of which
for three (INR 15.1bn), resolution is being pursued outside NCLT and for
13 (INR 123bn) within NCLT. Q3 saw three asset resolutions — Meenakshi
(INR 7bn), DANS Energy, Classic Global. With more in pipeline (TRN
Energy, Badreshwar, Lanco, Nagai), expect 2-2.4% GNPA in FY24E-26E.

Valuations: Maintain BUY; TP raised to INR 582

Despite run-up to ~1.5x FY25E P/ABV, RECL's dream run may continue
led by healthy earnings CAGR given high double-digit growth visibility,
steady margin in tight funding milieu and sizeable write-back leading to
high 18-19% RoE and 2.9% RoAs in FY24-26E._We lift FY24E/25E/26E
estimate 5-9% each. Riding on upbeat industry trend and Gol backing,
RECL may create further indestructible value for shareholders. BUY — We
up TP to INR 582 (from INR 420), on 1.9x FY25E P/ABV (from1.4x].

Rating: Buy

Target Price: INR 582

Upside: 34%

CMP: INR 435 (as on 23 January 2024)

Key data

Bloomberg /Reuters Code RECL IN/RECM.BO

Current /Dil Shares O/S (mn) 2633/2633
Mkt Cap (INR bn/USD mn) 1,145/13,763
14,204,852

Daily Volume (3M NSE Avg)
Face Value (INR) 10
1 USD =INR 83.2

Note: *as on 23 January 2024; Source: Bloomberg
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Shareholding (%) Q4FY23 Q1FY24 Q2FY24 Q3FY24

Promoter 52.6 52.6 52.6 52.6
Institutional Investor 334 339 34.5 34.8
Other Investor 2.9 2.9 2.8 2.5
General Public 11.1 10.5 10.1 10.1
Source: BSE

Price performance (%) 3M 6M  12M
Nifty 8.7 7.6 17.8
REC 56.2 168.6 249.6

Source: Bloomberg

YE march (INR mn) Q3FY24 Q3FY23 YoY (%/ bp) Q2FY24 QoQ (%/ bp)
NIl 41,587 35,256 18.0 38,632 7.6
Operating Profit 41,701 32,657 27.7 40,541 29
PAT 32,693 28,786 13.6 37,807 (13.5)
Key Financials
YE NIl YoY PPoP YoY PAT YoY EPS  Core RoE RoA P/E P/ABV
March (INR mn) (%)  (INR mn) (%) {INR mn) (%) (INR) (%) (%) (x) (x)
FY23 150,986 (6.4) 138537 (12.9) 110,546 10.0 42.0 20.3 2.8 10.3 2.1
FY24E 162,423 7.6 168,105 21.3 133,775 21.0 50.8 21.0 3.0 8.5 1.7
FY25E 198,017 219 198,831 18.3 146,129 9.2 55.5 19.0 2.9 7.8 1.4
FY26E 221,566 11.9 222,599 12.0 163,941 12.2 62.3 17.7 29 7.0 1.1

Note: Pricing as on 23 January 2024; Source: Company, Elara Securities Estimate

Shweta Daptardar * shweta.daptardar@elaracapital.com ¢ +91 22 6164 8559
Himanshu Dhyawala * himanshu.dhyawala@elaracapital.com « +91 22 4204 8661
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Financials (YE March)

Income statement (INR mn) FY23 FY24E FY25E FY26E Loan & earnings growth trend

NIl 150,986 162,423 198,017 221,566 23 - - 26
Other income 447 557 721 721 184510 181 e
Gross Income 155,151 174,978 207,597 233,847 s 18 - } - 79
Operating expenses 16,614 6,873 8,767 11,248 - 16
PPOP 138,537 168,105 198,831 222,599 13 ]2)/ rs
Provisions 1,149 (1,465) 3,628 3,603 ¢ 100 vy 22
PBT 137,388 169,570 195,203 218,996 8 T T T 6

FY23 FY24E  FY25E  FY26E

Tax 26,841 35,795 49,074 55,056 == | 0an growth <+ Earnings growth (RHS)
PAT 110,546 133,775 146,129 163,941

Source: Company, Elara Securities Estimate
Balance Sheet (INR bn) FY23 FY24E FY25E FY26E
Capital 26,332 26,332 26,332 26,332
Reserves and Surplus 544,881 665,617 811,745 975,686 Gross and net NPA
Networth 576,797 697,533 843,661 1,007,602 50 10 80
Borrowings 3,808,364 4,370,243 4,748,696 5,163,072 40 1.0
Other liabilities 263,610 263956 300,479 362,137 a0 B g [
Total Liabilities 4,648,771 5,331,732 5,892,836 6,532,811 g 20 34 40 £
Fixed assets 6,389 6,605 8,958 14,208 o ZZ 20 20 | 5
Loans 4,220,839 4,818,051 5291,667 5825833 00 > | = | 574 | 74 Lo
Net Current Assets 333,819 350,972 383,983 411,862 FY23  FY24E FY25E FY26E
Other assets 87,724 154526 206,649 279,329 o % coverage of NPA [RHS]
Total Assets 4,648,771 5,330,154 5,891,257 6,531,232 = Gross NPA
Per Share data & Valuation Ratios FY23 FY24E FY25E FY26E Source: Company, Elara Securities Estimate
EPS- (INR) 42.0 50.8 55.5 62.3
BV (INR) 219.0 264.9 3204 382.7
ABV- (INR) 205.6 2505 305.6 382.7 Return ratios (%)
P/E- (x) 10.3 8.5 7.8 7.0 3.00 - - 22
P/ABV-(x) 2.1 1.7 1.4 1.1 2.95 1 ' 21
Yield and Cost (%) _ ;Zg | r2o
Yield on advances 36 3.4 37 38 €80 e
Interest Income/ Avg. assets 3.2 3.0 3.4 3.4 2.75 - A2 r18
Net Interest Margin (%) 38 36 39 4.0 2.70 1 P17
Asset Quality (%) P ———_——
Gross NPA 34 2.5 2.0 2.0 —t—ROAA (0] ==t Core ROE (%) RHS
Net NPA 1.0 1.0 0.9 0.9

Source: Company, Elara Securities Estimate
% coverage of NPA 705 62.0 57.3 575
credit cost (calc) 0.0 (0.0) 0.1 0.1
Capital Adequacy
Tier 1 22.8 20.5 22.4 233
CAR 25.8 23.4 25.4 26.2
Growth Rates
Loan growth 12.9 18.4 18.1 17.9
Earnings growth 10.0 21.0 9.2 12.2
Business Ratios
ROAA (%) 2.8 3.0 2.9 2.9
Core RoE (%) 20.3 21.0 19.0 17.7
Leverage (x) 8.1 7.8 7.3 6.7

Note: pricing as on 23 January 2024; Source: Company, Elara Securities Estimate
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Concall — Takeaways

Business performance

Last year, AUMs had grown at 13% YoY, but in FY24,
these spiked at 20% YoY. Q3 growth was 21% YoY.

Phenomenal increase in approvals was seen. Last
year, sanctions stood at INR 2.6tn (9MFY24: exceeded
last year’s print; Q3: INR 3.3bn at 69% YoY growth).

Disbursement in FY23 stood at INR 970bn (9MFY24:
exceeded FY23, Q3: INR 1,220bn). RECL is confident
of touching INR 1,500bn+ disbursement by FY24-end.

Capital adequacy ratio was 28.21% and NIM 3.52%.

Asset quality

In Q3FY24 NNPA stood at 0.82%. In 2018-19 there
are 36 stressed assets which comes down to 26 assets
in FY23. During the quarter three assets have been
resolved and the remaining 16 are at different stages
of resolution.

No new NPAs were added in the past eight quarters,
which expects to be maintained.

Telangana, Tamil Nadu, and Rajasthan were into the
top-10 borrowers. Where not seen any slippages in
DISCOMS.

Most resolved assets have seen write backs. By FY24-
end, 2-3 more assets may be resolved.

In Q3FY24 saw reversals of INR 5.1bn (total INR 6.7bn
in Q2). Effective PAT was INR 33bn.

In Q2FY24 INR 6.7bn has seen reversal which was
pandemic period standard asset provision and RBI
has mandated the prov of 40bps on the standard
assets, currently co is above the RBI limit. The
company expects the large asset recovery and
reversal in Q4.

Yield

NIM: COF pared slightly. The interest rate scenario
may soften a bit. Yields are at 9.98% currently and
may remain at a similar level, and RECL is conscious of
asset quality so dealing with only A rated companies.
The focus is on Renewable Energy

Growth trajectory

The focus is on renewable project financing. The
government of India has launched its rooftop solar
project. MNRE has made REC as the nodal agency.

Expect INR 10tn AUM as at FY30E-end, with renewed
focus on renewable portfolio. and sanctioned INR
1,250bn by Q3. The company is targeting the AUM of
INR 3tn (i.e., 30% of overall AUM) by FY30.

Elara Securities (India) Private Limited

On infra side, RECL has already started funding
electromagnetic components, MMRDA projects,
Mumbai Pune Expressway, Ganga expressway and is
looking for financing ports.

RECL may see 20% AUM growth by FY24.

FY30 target: INR 10tn asset target may be achieved in
FY29 itself. In July, RECL held green financing
meetings and signed MoUs with projects developers,
OEMs in RE sector as also in the EV ecosystem (INR
2.9tn, out of which already sanctioned the projects of
>INR 1tn and remaining amount is expected to
sanctioned by the end May 2025; FY24:INR 5,150bn).

The disbursements of hydro project tenure is 4-5
years, PSP projects 2-3 years, solar projects 1-1.5, wind
1.5-yrs to complete, but major disbursements in next
FY25.

Coal-based thermal power plant will also be financed.

RECL was cautious on infra sector and hence,
supported only state government backed projects
(Mumbai metro project was financed initially in the
year). RECL raked in experts in roads, railways, ports,
refineries, and targeted only good assets in infra/
logistics, supported by revenue cash flow.

FY24 AUM targetis INR 5.15tn and FY25 INR 6tn (16%
growth).

Loan growth: RBPF (revolving bill payment facilities)
scheme launched by the government for the LPS
requirements i.e., (1) legacy dues, (2] continuously
clearing bills of GENCOs - for which RBPF was
introduced O for the period of one year for current
bills, and LPS tenure of four years. 48 EMIs

Disbursement target is INR 1.5tn for the next year. LPS
is not significant but renewables may see pick-up in
FY25. Result evaluation framework is very tight. So,
some states may not be able to fulfil it. And once
qualify for REF, disbursement trajectory may be
maintained.

Rooftop solar opportunity

RECL, the project implementation agency: RECL will
coordinate with generator and distributor vendors
(setting up solar under Resco model). The total
investment opportunity is INR 2tn-2.4tn, and the
subsidy amount 20-40%. The effect of this project will
come under FY25, and there is a funding opportunity
of INR 500bn for the 10,000MW i.e., INR 50mn per
MW,

There will be some subsidies available (~INR 300bn
opportunity retail finance will be done by banks,
targeting Goi establishments, and REC is not
targeting retail businesses. REC will work as a

Lo
IE
)
c
S
=
i
A
Y
=
%)
|
]
2
Q




REC

ElaraCapital

coordinator. Targeting 10mn households up to Mar
2026 with the 40GW installed by Mar 2026 to over
10mn rooftops.

Borrowing

Japanese yen bond issue: RECL is the first financier to
issue these (BBB+ ratings)

FCB borrowing stood at INR 916bn, 98% of these are
hedged.

Through 9MFY24, INR 1,194bn borrowings were
raised.

Distribution

Distribution scheme: 16 states 32 discoms comes
under RDSS scheme with an overall outlay of INR
3,000bn, and Govt grant of INR 970bn. Where LPS
improved the situation; dues of GENCOS and
transmission are paid on time where Govt dues are
getting cleared with support of State cabinet, TA & C
are losses are down by 5% to 17%.

Transmission system will be required for renewable
energy, so company is quite bullish on the power
sector

Other parameters

The company is committed towards a dividend of 5%
of NW, or 30% of PAT whichever is lower. Expect
some interim dividend and final dividend.

RoOA was 2.8%

Government-based NBFCs - RBI norms: RECL is
already complying with RBI norms with regard to
upper layer i.e., Individual borrower exposure >30%
or group borrowers 50%

DANS Energy recovered 100% , is fully restructured,
without nay haircuts, excess recovery 13%,
Meenakhsi recoveries (INR 7bn) 30%, prov 80% wrote
back 710mnClassic Global: only 30mn loans
recovered 86%

Expect three large project resolutions by FY24-end:
TRN Energy (INR 15bn), Badreshwar (INR 9bn, some
development of Lanco Amarkantak INR 23bn) and
INR 5.6bn for Nagai.

RVNL is implementing rolling stock INR 350bn railway
stock, to be implemented in the next three years.

Discom: Capex funding supported cash flows. LPS
and RBPF, largely, are secured by government
guarantees. TANGEDCO did not revise tariff for long
but is a good project operationally. Tamil Nadu has
undertaken to take over all losses every year.
Subsidies are on time and tariff revisions are
happening in 90% cases — 95% of collections may be
assured, smart metering is happening and most
DISCOMS may become viable.

Elara Securities (India) Private Limited
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Exhibit 1: Q3FY24 results

(INR mn) Q3FY24 Q3FY23 YoY(%/bps) Q2FY24 QoQ (%,/bps] Comments

Interest income 118,120 96,606 22.3 112,132 53

Interest expenses 76,533 61,350 24.7 73,500 4.7
NIl stood below our estimate of

Net interest income 41,587 35,256 18.0 38,632 7.6 INR 44bn, up 7.6% QoQ led by
rising yielding rates

Other income 1,881 517 264.1 3,769 /50.1)

Total income 43,467 35,773 21.5 42,401 25

; Opex stood below our estimates

Total operating expenses 1,766 3,116 [43.3) 1,860 /5.0) of INR 1,.992mn, down 5% QoQ
PPOP stood below our estimate

Operating profit (PPOP) 41,701 32,657 27.7 40,541 2.9 of INR 46bn, up 3% QoQ led by
higher NIl
Provisions stood below our

Provisions & write offs 559 (2,938) [119.0) (7,604) NM  estimates of INR 3bn on account
of recoveries

PBT 41,143 35,595 15.6 48,145 (14.5)

Tax 8,449 6,809 24.7 10,338 [18.3)

PAT stood in-line with our
estimates of INR 33.5bn, down
13.5% QoQ on account of higher
recoveries in Q2

Reported profit 32,693 28,786 13.6 37,807 [(13.5)
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Balance sheet:
Disbursement traction was
i )
Disbursement 463,590 296,380 56,4 415,980 i STEE, D EN el |l 9 Oki0)
led by renewables and non-
power sector
Loan traction was healthy, in-line
Loans 4974656 4,111,480 210 4,742,750 49 With our estimate of INR 4,932bn,
led by renewables and non-
power segments
Key ratios:
Gross NPAs 135,072 149,230 [9.5) 148,920 (9.3)
Assets quality improved
Gross NPA (%) 2.78 3.63 (85) bp 3.14 [36) bp sequentially, above our estimates
of 2.6%
Net NPA (%) 0.82 1.12 [30) bp 0.96 (14) bp
ROE (%) 20.45 21.26 (81) bp 24.34 (389) bp

NIMs improved sequentially, but
NIM Reported (%) 3.61 3.55 6 bp 3.45 16 bp were below our estimate of 3.6%,
led by increasing yielding rates

Source: Company, Elara Securities Research

Elara Securities (India) Private Limited
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Exhibit 2: Sanctions up 26.5% sequentially to INR
1,320bn

Exhibit 5: Distribution continues to be the highest
disbursement segment
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Exhibit 3: Disbursement up 11% QoQ to INR 464bn

Source: Company, Elara Securities Research

Exhibit 6: Loan mix continues to tilt to non-power
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Exhibit 4: Loan book up 4.9% QoQ to INR 4,975bn
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Exhibit 7: Outstanding loans to top-10 borrowers

Particulars (%) Q3FY22 Q4FY22 QIFY23 Q2FY23 Q3FY23 Q4FY23 QIFY24 Q2FY24 Q3FY24
Tamil Nadu Generation and Distribution Corporation 369,130 370,640 371,480 374,540 392,330 420,800 437,680 450,180 510,350
% of total loan assets 95 9.6 2.6 95 95 97 926 95 10.3
Uttar Pradesh Power Corporation 212,200 205,610 197,200 198960 190,050 190,270 200,600 193,280 189,080
% of total loan assets 55 53 517 50 4.6 4.4 4.4 4.7 3.8
Telangana State Power Generation Corporation 151,720 158,360 157,890 166,980 170,180 186,100 173,160 177,320 176,560
% of total loan assets 39 417 417 42 417 43 3.8 37 35
Kaleshwaram Irrigation Project Corporation NA 127,430 127,430 127,430 161,590 180,090 180,590 180,590 179,720
% of total loan assets NA 33 33 32 3.9 4.7 4.0 3.8 3.6 2
Maharashtra State Electricity Distribution Company 209,330 188,270 171,900 160,400 148,040 155300 192580 213,230 244,830 m
% of total loan assets 54 4.9 4.4 4.1 3.6 3.6 4.2 4.5 4.9 —
Maharashtra State Power Generation Company 139,800 136,240 133,110 138,320 141,530 144,270 141,240 138,290 143,330 U
% of total loan assets 3.6 35 34 35 34 33 3.7 2.9 2.9 C
Southern Power Distribution Company of AP NA NA NA NA 124,630 139,800 121,060 161,810 168,410
% of total loan assets NA NA NA NA 3.0 32 2.7 34 34 m
B‘i’j;%‘:'r‘jesrftceo\r’gaogﬁif°“rces Infrastructure 121,060 121,950 121,950 120960 123550 121,710 119,850 NA NA . E
% of total loan assets 37 32 3.7 3.7 3.0 2.8 2.6 NA NA m
Tamil Nadu Transmission Corporation 122,290 120,630 120,770 120,220 123,050 120,560 NA NA NA
9% of total loan assets 3.7 3.7 N 30 30 28 NA NA NA 'c
Jodhpur Vidhyut Vitran Nigam NA NA NA NA NA 112020 119,850 130,180 137,630 w
% of total loan assets NA NA NA NA NA 2.6 2.6 2.7 2.8 o
Rajasthan Rajya Vidyut Utpadan Nigam 128,520 123,210 121,610 122,410 115,200 NA NA NA NA (-
% of total loan assets 33 32 317 317 2.8 NA NA NA NA . ;
e 109,080 109,790 107,700 106,490 NA NA 151,070 NA NA s
% of total loan assets 28 28 2.8 2.7 NA NA 33 NA NA m
UP Rajya Vidyut Utpadan Nigam 100,930 NA NA NA NA NA NA NA NA >
% of total loan assets 26 NA NA NA NA NA NA NA NA 1
Jaipur Vidyut Vitran Nigam NA NA NA NA NA NA NA 128920 136,110 D
% of total loan assets NA NA NA NA NA NA NA 2.7 2.7
Telangana State Southern Power Distribution Company NA NA NA NA NA NA NA 126,610 145,250
% of total loan assets NA NA NA NA NA NA NA 2.7 2.9
Total 1,664,060 1,662,130 1,631,040 1,636,710 1,690,150 1,770,920 1,837,680 1,900,410 2,031,270
% of total loan assets 42.8 43.7 42.0 41.5 41.7 40.7 40.4 40.1 40.8
Source: Company, Elara Securities Research
Exhibit 8: Quarterly asset resolution
Particulars Q3FY22 Q4FY22 QIFY23 Q2FY23 Q3FY23 Q4FY23 QI1FY24 Q2FY24 Q3FY24
Under NCLT
Loan amount (INR bn) 123.65 119.06 95.31 108.69 116.46 116.27 130.08 130.08 122.97
Number of projects 15 13 11 11 12 12 14 14 13
PCR (%) 72 70 73 77 77 77 74 73 74
Outside NCLT 0 0 0 0 0 0 0 0 0
Loan amount (INR bn) 735 52.54 75.94 50.1 32.77 32.65 18.84 18.84 15.14
Number of projects 13 12 14 12 9 7 5 5 3
PCR (%) 55 60 63 53 40 47 46 42 50

Source: Company, Elara Securities Research

Exhibit 10: Corporate bonds’ share in borrowing mix

Exhibit 9: GNPA declined by 36bps QoQ to 2.78%
ke eclined by ps oR to ° increased 160bps QoQ
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Exhibit 11: NIMs up 16bps QoQ to 3.6% Exhibit 12: ROA/ROE declined 52bps/389bps QoQ to
120 - 2.5%/20.5%
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Source: Company, Elara Securities Research
Exhibit 13: Change in estimates
(INR mn) Earlier Revised % change
FY24E FY25E FY26E FY24E FY25E FY26E FY24E FY25E FY26E
Net interest income 156,691 196,567 218,566 162,423 198,017 221,566 3.7 0.7 1.4
Operating profit 159,761 188,432 208,211 168,105 198,831 222,599 52 55 6.9
Net profit 124,762 138,675 151,284 133,775 146,129 163,941 7.2 5.4 8.4
EPS (INR) 47.00 53.00 57.00 51 55 62 8.1 4.7 9.2
TP (INR) 420 582 38

Source: Elara Securities Estimate

Exhibit 14: Valuations

(INR)
Fair price - EVA (Enterprise value method) 145
Fair price - P/ABV (2-satge Gordon growth model) 1,019
Average of above two (INR) 582
Target P/ABV (x) 1.9
Target P/E (x) 10.5
CMP 434
Upside (%) 34

Note: Pricing as on23 January 2024; Source: Elara Securities Estimate
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Disclosures & Confidentiality for non U.S. Investors

The Note is based on our estimates and is being provided to you (herein referred to as the “Recipient”) only for information purposes. The sole purpose of this Note
is to provide preliminary information on the business activities of the company and the projected financial statements in order to assist the recipient in understanding
/ evaluating the Proposal. Nothing in this document should be construed as an advice to buy or sell or solicitation to buy or sell the securities of companies referred
to in this document. Each recipient of this document should make such investigations as it deems necessary to arrive at an independent evaluation of an investment
in the securities of companies referred to in this document (including the merits and risks involved) and should consult its own advisors to determine the merits and
risks of such an investment. Nevertheless, Elara Securities (India) Private Limited or any of its affiliates is committed to provide independent and transparent
recommendation to its client and would be happy to provide any information in response to specific client queries. Elara Securities (India) Private Limited or any of
its affiliates have not independently verified all the information given in this Note and expressly disclaim all liability for any errors and/or omissions, representations
or warranties, expressed or implied as contained in this Note. The user assumes the entire risk of any use made of this information. Elara Securities (India) Private
Limited or any of its affiliates, their directors and the employees may from time to time, effect or have effected an own account transaction in or deal as principal or
agent in or for the securities mentioned in this document. They may perform or seek to perform investment banking or other services for or solicit investment banking
or other business from any company referred to in this Note. Each of these entities functions as a separate, distinct and independent of each other. This Note is
strictly confidential and is being furnished to you solely for your information. This Note should not be reproduced or redistributed or passed on directly or indirectly
in any form to any other person or published, copied, in whole or in part, for any purpose. This Note 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 Elara Securities (India) Private Limited or any of its affiliates to any registration or licensing requirements
within such jurisdiction. The distribution of this document in certain jurisdictions may be restricted by law, and persons in whose possession this document comes,
should inform themselves about and observe, any such restrictions. Upon request, the Recipient will promptly return all material received from the company and/or
the Advisors without retaining any copies thereof. The Information given in this document is as of the date of this report and there can be no assurance that future
results or events will be consistent with this information. This Information is subject to change without any prior notice. Elara Securities (India) Private Limited or any
of its affiliates reserves the right to make modifications and alterations to this statement as may be required from time to time. However, Elara Securities (India) Private
Limited is under no obligation to update or keep the information current. Neither Elara Securities (India) Private Limited nor any of its affiliates, group companies,
directors, employees, agents or representatives shall be liable for any damages whether direct, indirect, special or consequential including lost revenue or lost profits
that may arise from or in connection with the use of the information. This Note should not be deemed an indication of the state of affairs of the company nor shall
it constitute an indication that there has been no change in the business or state of affairs of the company since the date of publication of this Note. The disclosures
of interest statements incorporated in this document are provided solely to enhance the transparency and should not be treated as endorsement of the views
expressed in the report. Elara Securities (India) Private Limited generally prohibits its analysts, persons reporting to analysts and their family members from
maintaining a financial interest in the securities or derivatives of any companies that the analysts cover. The analyst for this report certifies that all of the views
expressed in this report accurately reflect his or her personal views about the subject company or companies and its or their securities, and no part of his or her
compensation was, is or will be, directly or indirectly related to specific recommendations or views expressed in this report.

Any clarifications / queries on the proposal as well as any future communication regarding the proposal should be addressed to Elara Securities (India) Private
Limited. It is important to note that any dispute with respect to this research report, would not have access to stock exchange investor redressal forum or arbitration
mechanism.

Elara Securities (India) Private Limited was incorporated in July 2007 as a subsidiary of Elara Capital (India) Private Limited.

Elara Securities (India) Private Limited is a SEBI registered Stock Broker in the Capital Market and Futures & Options Segments of National Stock Exchange of India
Limited [NSE], in the Capital Market Segment of BSE Limited [BSE] and a Depository Participant registered with Central Depository Services (India) Limited [CDSL].

Elara Securities (India) Private Limited's business, amongst other things, is to undertake all associated activities relating to its broking business.

The activities of Elara Securities (India) Private Limited were neither suspended nor has it defaulted with any stock exchange authority with whom it is registered in
last five years. However, during the routine course of inspection and based on observations, the exchanges have issued advise letters or levied minor penalties on
Elara Securities (India) Private Limited for minor operational deviations in certain cases. Elara Securities (India) Private Limited has not been debarred from doing
business by any Stock Exchange / SEBI or any other authorities; nor has the certificate of registration been cancelled by SEBI at any point of time.

Elara Securities (India) Private Limited offers research services primarily to institutional investors and their employees, directors, fund managers, advisors who are
registered or proposed to be registered.

Details of Associates of Elara Securities (India) Private Limited are available on group company website www.elaracapital.com
Elara Securities (India) Private Limited is maintaining arms-length relationship with its associate entities.

Research Analyst or his/her relative(s) may have financial interest in the subject company. Elara Securities (India) Private Limited does not have any financial interest
in the subject company, whereas its associate entities may have financial interest. Research Analyst or his/her relative does not have actual/beneficial ownership of
1% or more securities of the subject company at the end of the month immediately preceding the date of publication of Research Report. Elara Securities (India)
Private Limited does not have actual/beneficial ownership of 1% or more securities of the subject company at the end of the month immediately preceding the date
of publication of Research Report. Associate entities of Elara Securities (India) Private Limited may have actual/beneficial ownership of 1% or more securities of the
subject company at the end of the month immediately preceding the date of publication of Research Report. Research Analyst or his/her relative or Elara Securities
(India) Private Limited or its associate entities does not have any other material conflict of interest at the time of publication of the Research Report.

Research Analyst or his/her relative(s) has not served as an officer, director or employee of the subject company.

Research analyst or Elara Securities (India) Private Limited have not received any compensation from the subject company in the past twelve months. Associate
entities of Elara Securities (India) Private Limited may have received compensation from the subject company in the past twelve months. Research analyst or Elara
Securities (India) Private Limited or its associate entities have not managed or co-managed public offering of securities for the subject company in the past twelve
months. Research analyst or Elara Securities (India) Private Limited or its associates have not received any compensation for investment banking or merchant banking
or brokerage services from the subject company in the past twelve months. Research analyst or Elara Securities (India) Private Limited or its associate entities may
have received any compensation for products or services other than investment banking or merchant banking or brokerage services from the subject company or
third party in connection with the Research Report in the past twelve months.

Disclaimer & Standard warning

Registration granted by SEBI and certification from NISM in no way guarantee performance of the intermediary or
provide any assurance of returns to investors.

Investment in securities market are subject to market risks. Read all the related documents carefully before investing.
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Disclaimer for non U.S. Investors

The information contained in this note is of a general nature and is not intended to address the circumstances of any particular individual or entity. Although we
endeavor to provide accurate and timely information, there can be no guarantee that such information is accurate as of the date it is received or that it will
continue to be accurate in the future. No one should act on such information without appropriate professional advice after a thorough examination of the
particular situation.

Disclosures for U.S. Investors

The research analyst did not receive compensation from REC Limited.

Elara Capital Inc.’s affiliate did not manage an offering for REC Limited.

Elara Capital Inc.’s affiliate did not receive compensation from REC Limited in the last 12 months.

Elara Capital Inc.’s affiliate does not expect to receive compensation from REC Limited in the next 3 months.

Disclaimer for U.S. Investors

This material is based upon information that we consider to be reliable, but Elara Capital Inc. does not warrant its completeness, accuracy or adequacy and it
should not be relied upon as such.

This material is not intended as an offer or solicitation for the purchase or sale of any security or other financial instrument. Securities, financial instruments or
strategies mentioned herein may not be suitable for all investors. Any opinions expressed herein are given in good faith, are subject to change without notice,
and are only correct as of the stated date of their issue. Prices, values or income from any securities or investments mentioned in this report may fall against the
interests of the investor and the investor may get back less than the amount invested. Where an investment is described as being likely to yield income, please
note that the amount of income that the investor will receive from such an investment may fluctuate. Where an investment or security is denominated in a
different currency to the investor’s currency of reference, changes in rates of exchange may have an adverse effect on the value, price or income of or from that
investment to the investor. The information contained in this report does not constitute advice on the tax consequences of making any particular investment
decision. This material does not take into account your particular investment objectives, financial situations or needs and is not intended as a recommendation of
particular securities, financial instruments or strategies to you. Before acting on any recommendation in this material, you should consider whether it is suitable
for your particular circumstances and, if necessary, seek professional advice.
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Certain statements in this report, including any financial projections, may constitute “forward-looking statements.” These “forward-looking statements” are not
guarantees of future performance and are based on numerous current assumptions that are subject to significant uncertainties and contingencies. Actual future
performance could differ materially from these “forward-looking statements” and financial information.
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