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Q4FY23 (Quarter ending March 31, 2023)
Headline Results
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In the letter below (still in our much appreciated Q&A format), we will address the key questions that were
asked of us in the recent past, in addition to the questions we think investors might have.

Q1. After delivering on your earlier guidance, how confident are you of achieving
profitability for the entire business within the next four quarters?

Deepinder: I would rate our current confidence level at 9/10. How are we aiming to get there? By 1)
increasing profits in the food delivery business and 2) reducing losses in the quick commerce (Blinkit)
business.

In food delivery, over the last five quarters, we have improved our margins meaningfully while further
strengthening our market position. We will continue with the samemindset as we look to further expand
the Adjusted EBITDAmargin (from the current 1.2%) to our stated goal of +4-5% of GOV (which would
translate to ~INR 1,000 to 1,300 crores of annual cash operating profit at the current scale of the food
delivery business).

On the quick commerce side, while there is still a long way to go in terms of margin improvement, we are
pleased with the outcomes so far in a short period of time. In the month of March 2023, more than 65% of
the GOV was from Contribution positive stores. A few stores have even crossed 5% Contribution margin
and we expect that to be the case across themature parts of our network at some point in the future. We
believe we are themost cost efficient and the largest quick commerce business in India today.

We will of course, keep you posted on howwe progress here.

Q2. Ok, please give us the usual summary of Q4FY23 numbers across the entire
business.

Akshant: Here you go. The table below gives the quarterly break-up of Adjusted Revenue and Adjusted
EBITDA into our four main business segments.
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Notes:
1) Q2FY23 Blinkit numbers are not fully comparable with Q3FY23 and Q4FY23 numbers as Q2FY23 data consolidates Blinkit

financials only for part of the quarter (~50 days) (transaction closed on August 10, 2022).
2) ‘Others’ includes (a) dining-out revenue in India and UAE, (b) revenue from Zomato Live that includes events like Zomaland. Till

Q3FY23, there were two other sub-segments included in ‘Others’ - (i) revenue from food delivery services that we offered to
Talabat in UAE which was a pass-through revenue (EBITDA neutral) and has been discontinued in Nov-22 and (ii) revenue from
our Zomato Pro and Pro plus membership programs in India, which have now been discontinued.

3) Up until Q1FY23, Adjusted EBITDA did not include the rental expenses on certain leases that are required to be capitalised as
per Indian Accounting Standard 116 (Ind AS 116). From Q2FY23 onwards, we have included the actual rent paid for the period
under such leases in the Adjusted EBITDA computation to reflect our cash loss / profit more appropriately. We have not
reflected this change in the earlier quarters to avoid confusion. Refer to Annexure B for details regarding actual rent paid
during the quarter.

4) Adjusted Revenue shown above does not include inter-segment revenue.
5) We have convertedmillions into two decimal billions and hence there could be some totalling anomalies in the numbers

displayed above.

Following are the key metrics across individual businesses -
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Q3. There has been a sharp improvement in food delivery profitability in Q4FY23
despite the launch of Zomato Gold. That was unexpected. How did this happen?

Deepinder: I have to give it to the team for the impeccable execution in the last fewmonths. We stuck to
our plans and were able to make sure that the launch of Zomato Gold did not affect our overall profitability
timeline. Zomato Gold membership base scaled to 1.8 million members during the quarter and while that
had some negative impact on our contribution margin, it was more than compensated for by progress
across other revenue and cost levers which we have been working on in the last couple of quarters.

Akshant: Below is the break-up of levers leading to margin expansion over a relatively longer term (FY23 vs
FY22). As you can see, the improvement has been across the board. Many of these levers were similar even
for the QoQ improvement in Q4FY23.
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Note: Other variable costs comprise payment gateway charges, customer support cost, customer and restaurant partner refunds
and other variable spends on account of activities like delivery partner onboarding, delivery partner insurance, SMS, cash on
delivery handling and call masking, among others.

Q4. Two things stand out from the chart above - a) customer delivery charges
have been flat and b) delivery cost has not reducedmuch. Why?

Deepinder: Keeping delivery charges low has been part of the strategy to drive growth. For example,
orders from Zomato Gold members (with free delivery benefit) now comprise as much as ~30% of our total
GOV (Mar-23), however, the order frequency of these customers has on an average increased by ~60% post
becomingmembers.

Delivery costs haven’t seen significant improvement in the last year in spite of a lot of effort and great
work done by the team. Our efforts to increase the efficiency of our delivery network were reversed to
some extent by factors like high inflation, investing in increasing choice for customers by increasing
delivery radius, etc. Anyway, we are going to continue trying harder to bring our delivery cost down
(without impacting earnings of our delivery partners), and are hopeful of making progress over the next
few quarters.

Q5. Food delivery seems to have had a slow quarter again. Why? Have you lost
market share?

Akshant: The quarterly growth is low because of the demand slowdown we witnessed in our business from
late October last year till the end of January this year. As we hadmentioned in our last letter, we had
started seeing green shoots of recovery in the first week of February 2023. That recovery has continued
and the business has grown well since then and the same should reflect in better GOV growth in the next
quarter. We are expecting QoQ GOV growth to be in high single digits in Q1FY24. This could have been
higher if not for the industry wide slowdown that continues to weigh on growth.

There were two other factors that impacted growth in the quarter - (a) February being a shorter month
(-2.2% impact) and (b) shutdown of ~225 cities in January 2023 - as reported in our last shareholders’
letter (-0.3% impact). Normalised for these factors, we would have seen a QoQ GOV growth of 0.8% in
Q4FY23 instead of a decline of 1.7%.

We believe we have gainedmarket share in the last quarter and also in the last financial year (FY23).
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Q6. What caused the decline in monthly transacting customers in Q4FY23?

Akshant:Most of this can be attributed to our strategic call of churning out the bottom few percentile of
unprofitable customers from our business, in addition to the fact that this quarter had fewer days. The
churn of unprofitable customers happened in more ways than one, for example – a) shutting down of the
bottom ~225 cities b) optimisedmarketing spends to focus on higher quality of new customers, and c)
withdrawal of human support interface for the most abusive cohort of customers leading to higher churn
in this segment of customers.

Q7. What are your thoughts on ONDC and how it impacts Zomato?

Akshant: At Zomato, we welcome all innovations that could help the restaurant industry in India grow. We
continue to watch the ONDC progress closely and learn from it.

Q8. Moving to Hyperpure, the loss has come down in Q4FY23 - what is driving
that?

Deepinder: In Q4FY23, we introduced a delivery charge for orders below a certain minimum value, which
led to some churn in restaurants ordering from Hyperpure. While the number of unique restaurants billed
fell from 44k in Q3FY23 to 42k in Q4FY23, the overall profitability of the business improved as a result of
this. In March 2023, our oldest city Bangalore turned profitable (before allocating central corporate
overheads).

We also shut down one of our cities (Chandigarh) as we did not see the right demand density in that
location.

As wementioned in the last letter, the quick commerce opportunity is scaling well, and we expect it to
contribute meaningfully to revenue growth and profitability in the coming quarters.

Q9. Moving on to Blinkit, AOV is on a downward trend - what is causing this
decline?

Albinder:We have learnt that the AOV in this business will continue to swing up and down in the near to
mid term due to multiple (mainly seasonal) factors. For example, AOVs will go down when there is a good
harvest of vegetables (which leads to lower prices for F&V). Over time, as we get scale, we hope to be able
to predict such swings better andmitigate the impact of these swings on our margins.

We expect the AOV to increase QoQ in the current quarter (Q1FY24).

Q10. Despite the drop in AOV, you seem to havemade good progress on
contributionmargin. What were the key drivers here?

Albinder: The improvement in Contribution margin was driven by both revenue and cost levers. On the
revenue side, better admonetisation and higher customer delivery charges partially offset the drop in
revenue per order due to lower AOVs. On the cost side, higher throughput per dark store and efficiencies in
replenishment (warehousing andmiddle mile) drove down the cost per order (operating leverage).

Below is a break-up of the improvement across various revenue and cost heads over the course of the last
four quarters (Q1FY23 to Q4FY23):
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As is evident from the above, there is significant operating leverage in this business. Higher throughput
per store has led to a significant reduction in dark store and replenishment cost per order. As the platform
scales further, we expect improvement in Contribution to be driven by all of the above revenue and cost
levers.

Q11. Talking about store throughput, what’s the current GOV per sqft for Blinkit?

Albinder: As of 31st March 2023, our dark stores combined had a total space of ~1.3 million sqft and
generated quarterly GOV of ~INR 15,000 per sqft in Q4FY23 which is expected to grow as we scale. For
some of our mature stores, this number is already ~INR 30,000 per sqft. What makes our throughput per
sqft so high? Three reasons primarily – most relevant and fast moving assortment, store design optimised
for deliveries (more storage, less aisle space, efficient order checkout), andmultiple replenishment cycles
in a day.

Q12. There were news reports of youwanting to enter the domain of providing
home services similar to Urban Company. Is that true?

Albinder: At Zomato, we runmultiple small experiments to find ways in which local economies can benefit
from technology, which makes products and services more accessible for customers. Home services is
one such experiment where we are exploring whether we canmake our neighbourhood services like
electricians, plumbers, etc. more accessible to customers. At this point, this is not a big decision at our
end. We will keep you updated on the progress here, if any.

Deepinder: Since I was on the board of Urban Company, I thought it was the right thing for me to step away
given we were exploring this space. If at all we end up competing with Urban Company at a large scale, we
knowwe are up against a formidable team and a very high quality business.

Q13. What is the consolidated cash balance now?

Akshant: The cash balance on a consolidated basis as at the end of 31st March 2023 was INR 113.23 billion
as compared to INR 114.63 billion as at the end of 31st December 2022.
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Q4FY23 is the first quarter where the business generated surplus cash (of INR 0.40 billion) and we expect
that to continue going forward. The end of period cash balance will, however, depend on the changes in
net working capital, which may continue to increase or decrease based onmultiple factors.

Below is the bridge between Adjusted EBITDA and the opening and closing cash balance for Q3FY23 and
Q4FY23.

Notes:
1) Closing cash balance for Q3FY23 is higher than what we reported earlier in our shareholders’ letter on account of recent RBI

directive wherein certain nodal account cash balances pertaining to merchant payables have been converted into current
account balances (and hence included here in cash balance). In our Q3FY23 shareholder’s letter we had continued to show the
cash balance as net of merchant liabilities to bemore conservative.

2) Treasury income is as per actual cash received (and not on accrual basis). Hence, there will be quarterly variation in the
quantum.

Q14. The annual ESOP charge in FY23was lower than FY22. Should we expect a
similar trend in FY24?

Akshant: The FY23 ESOP charge was INR 5.1 billion as compared to INR 8.8 billion in FY22. FY24 ESOP
charge is likely to be below INR 4.5 billion based on the current estimates.

Q15. What is the latest on the ESG front?

Deepinder: On the environment front, we successfully achieved our target of recycling 20,000 MT of
plastic waste in FY23 under our 100% Plastic-neutral deliveries initiative launched in April 2022. The
recycled plastic was well in excess of the amount of plastic used by our restaurant partners for deliveries
in FY23, as per an analysis conducted with a third party. This voluntary contribution also helped in avoiding
~27 million kilograms of CO2 emissions.

Our electric vehicle (EV)-based delivery volumes have grown and in March 2023, we had over 13,500 active
EV-based delivery partners on our platform. We are now partnering with over 50 companies in the EV
ecosystem including the likes of Sun Mobility, Gogoro, Zypp, Yulu, amongst others with the intent of
onboarding over 100,000 EV-based delivery partners on our platformwithin the next 2 years. While these
are still early days, we are firmly progressing on our commitment of 100% EV-based deliveries by 2030.

Additionally, to reduce emissions from our own leased facilities across Zomato, we have purchased
Renewable Energy Certificates fromwind energy projects equivalent to our electricity consumption for
FY23.

We continue working towards positively impacting the livelihoods of our delivery partners. At the start of
this calendar year, we set ourselves a target of onboarding 300 differently-abled delivery partners on our
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platform by the end of the year (December 2023). I am particularly proud to mention that we have already
onboarded 100 differently-abled delivery partners who have travelled ~28,000kms to deliver ~9,000 orders
on our platform in FY23. We are glad that we could play a part in generating earning opportunities for these
partners in their quest to become self-reliant.

We also launched ‘The Shelter Project’ to provide rest facilities for delivery partners across the industry
(and not just for Zomato). These rest points are more than just a place to take a break between deliveries,
and there are additional facilities offered to the delivery partners such as clean drinking water,
phone-charging stations, access to washrooms, high-speed internet, a 24×7 helpdesk, first-aid support,
etc. We believe that by providing a space for delivery partners to rest, recharge, and take amoment for
themselves, we can create an environment that promotes better physical andmental health.

Since the start of our food delivery operations, we have helped generate earning opportunities for ~2.4
million delivery partners. We believe that our delivery partner network continues to grow as our partners
value the opportunity to create a secondary source of income with flexible working hours as per their
convenience and requirements. A large proportion of the delivery partners choose to avail this flexibility.
For example, last month (April 2023), out of our 300,000+monthly active delivery partners, ~60% logged
onto the platform for less than 15 days and ~65% of them logged in for less than 6 hours on any given day.

We believe that this opportunity is unlike any other option available to the delivery partners, given the
flexibility, ease of onboarding (with minimal documentation) and perpetual accessibility - 24x7, 365 days a
year, across the length and breadth of the country. We hope to keep doing our bit in helping our delivery
partners fulfil their financial needs and responsibilities while also enhancing the quality of their lives.

Q16. Anything else youwould like to add?

Deepinder:No, we have covered all the relevant questions.

Q17. One final question, what is it for you - Zomaato or Zomaito?

Deepinder: It doesn’t matter. They both deliver on time (including profits).🙂

----
THE END
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Annexure A - Quarterly disclosures

Notes:
1) Q2FY23 Blinkit numbers are not fully comparable with Q3FY23 and Q4FY23 numbers as Q2FY23 data consolidates Blinkit

financials only for part of the quarter (~50 days) (transaction closed on August 10, 2022).
2) ‘Others’ includes (a) dining-out revenue in India and UAE, (b) revenue from Zomato Live that includes events like Zomaland. Till

Q3FY23, there were two other sub-segments included in ‘Others’ - (i) revenue from food delivery services that we offered to
Talabat in UAE which was a pass-through revenue (EBITDA neutral) and has been discontinued in Nov-22 and (ii) revenue from
our Zomato Pro and Pro plus membership programs in India, which have now been discontinued.

3) In the past, Adjusted EBITDA did not include the rental expenses on certain leases that are required to be capitalised as per
Indian Accounting Standard 116 (Ind AS 116). From Q2FY23 onwards, we have included the actual rent paid for the period under
such leases in the Adjusted EBITDA computation to reflect our cash loss / profit more appropriately. We have not reflected
this change in the earlier quarters to avoid confusion. Refer to Annexure B for details regarding actual rent paid during the
quarter.

4) Adjusted Revenue shown above does not include inter-segment revenue.
5) We have convertedmillions into two decimal billions and hence there could be some totalling anomalies in the numbers

displayed above.’
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Notes:
1) Q1FY23 and Q2FY23 numbers shown above for Blinkit are unaudited, MIS based numbers as received from Blinkit. However,

consolidation of Blinkit numbers in books of Zomato Limited is only from August 10, 2022 onwards.
2) Refer to Annexure D for definitions relating to the Blinkit business.
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Annexure B - Adjusted Revenue and Adjusted EBITDA reconciliation

The following table reconciles audited revenue from operations and stated loss for the period (as per IND
AS) with Adjusted Revenue and Adjusted EBITDA.

Note:
1) We have convertedmillions into two decimal billions and hence there could be some totalling anomalies in the numbers

displayed above.
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Annexure C - Glossary for terms used in reference to the Zomato business
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Annexure D - Glossary for terms used in reference to the Blinkit business
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Annexure E - Statement of consolidated profit and loss account
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Annexure F - Statement of consolidated balance sheet
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Annexure G - Statement of consolidated cash flow
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Use of non-GAAP financial measures

To supplement our financial information presented in accordance with IND AS, we consider certain
financial measures that are not prepared in accordance with IND AS, including Adjusted Revenue and
Adjusted EBITDA. We use these financial measures in conjunction with IND AS measures as part of our
overall assessment of our performance to evaluate the effectiveness of our business strategies and to
communicate with our board of directors concerning our business and financial performance. We believe
these non-GAAP financial measures provide useful information to investors about our business and
financial performance, enhance their overall understanding of our past performance and future prospects,
and allow for greater transparency with respect to metrics used by our management in their financial and
operational decision making. We are presenting these non-GAAP financial measures to assist our
investors and because we believe that these non-GAAP financial measures provide an additional tool for
investors to use in comparing results of operations of our business over multiple periods. Information
given also includes information related to material subsidiaries.

Non-GAAPmeasures used by us are defined below:

● Adjusted Revenue = (Revenue from operations as per financials) + (customer delivery charges in
the food delivery business)

● Adjusted EBITDA = EBITDA (+) share-based payment expense (-) rental paid for the period
pertaining to ‘Ind AS 116 leases’

● EBITDA = Profit/loss as per financials excluding (i) tax expense (ii) other income (iii) depreciation
and amortization expense (iv) finance cost and (v) exceptional items

These metrics have certain limitations and hence should be considered in addition to, not as substitutes
for, or in isolation from, measures prepared in accordance with IND AS.

Forward looking statements

This document contains certain statements that are or may be forward-looking statements. These
statements include descriptions regarding the intent, belief or current expectations of the senior
management of Zomato Limited (“Company”) subject to board approval, wherever applicable with respect
to the results of operations and financial condition of the Company. These statements can be recognised
by the use of words such as “expects,” “plans,” “will,” “estimates,” “projects,” “marks,” “believe” or other words
of similar meaning. Forward-looking statements generally are not statements of historical fact, including,
without limitation statements made about our strategy, estimates of revenue growth, future EBITDA and
future financial or operating performance. Such forward-looking statements are not guarantees of future
performance and involve risks and uncertainties which are difficult to predict and are outside of the control
of the Company, and actual results may differ from those in such forward-looking statements as a result of
various factors and assumptions which the Company believes to be reasonable in light of its operating
experience in recent years. The risks and uncertainties relating to these statements include, but not
limited to, risks and uncertainties, regarding fluctuations in earnings, our ability to manage growth and
competition, among others. The Company does not undertake any obligation to revise or update any
forward-looking statement that may bemade from time to time by or on behalf of the Company.

Any investment in securities issued by the Company will also involve certain risks. There may be additional
material risks that are currently not considered to be material or of which the Company, its directors, any
placement agent, their respective advisers or representatives are unaware. Against the background of
these risks, uncertainties and other factors, viewers of this document are cautioned not to place undue
reliance on these forward-looking statements. The Company, its directors, any placement agent, their
respective advisers or representatives assume no responsibility to update forward-looking statements or
to adapt them to future events or developments. Accordingly, any reliance you place on such
forward-looking statements will be at your sole risk.
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The information contained in this document has not been independently verified. The information in this
document is in summary form and does not purport to be complete. No representation, warranty,
guarantee or undertaking, express or implied, is or will be made as to, and no reliance should be placed on
the accuracy, completeness, correctness or fairness of the information, estimates, projections and
opinions contained in this document. Potential investors must make their own assessment of the
relevance, accuracy and adequacy of the information contained in this document and must make such
independent investigations as they may consider necessary or appropriate for such purposes. Such
information and opinions are in all events not current after the date of this document.

Further, past performance of the Company is not necessarily indicative of its future results. Any opinions
expressed in this document or the contents of this document are subject to change without notice. This
document should not be construed as legal, tax, investment or other advice. Neither the Company or its
directors, nor any placement agent or their respective advisers or representatives shall have any
responsibility or liability whatsoever (for negligence or otherwise) for any loss howsoever arising from this
document or its contents or otherwise arising in connection therewith. The information set out herein
may be subject to updating, completion, revision, verification and amendment and such information may
change materially. Neither the Company, its directors, any placement agent, nor any of their respective
advisers or representatives is under any obligation to update or keep current the information contained
herein. This document does not constitute or form part of and should not be construed as, directly or
indirectly, any advertisement, offer or invitation or inducement to sell or issue, or any solicitation of any
offer to purchase or subscribe for, any securities of the Company by any person whether by way of private
placement or to the public, in any jurisdiction, nor shall it or any part of it or the fact of its distribution form
the basis of, or be relied on in connection with, any investment decision or any contract or commitment
therefor. Investing in securities involves certain risks and potential investors should note that the value of
the securities may go down or up. Accordingly, potential investors should obtain and must conduct their
own investigation and analysis of the relevant information carefully before investing.
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