Power Grid Corporation

Buy

IN-DEPTH*PRECISE* ACTIONABLE

Inline Q4; capitalization, capex remains strong

Revenue from operations increased 16.5% YoY from ¥ 67.1bn to
% 78.1bn; up 4.1% QoQ from T 75.1bn.

EBITDA grew 16.2%YoY from ¥ 56.2bn mn to ¥ 65.2bn; declined 3.2%
QoQ from T 67.4bn. EBITDA Margin declined by 24 bps YoY to 83.5%;
a decrease of 624 bps QoQ.

Other cost grew 47.8% YoY to X 8.1bn from X 5.5bn, a growth of 121.5%
QoQ. The employee cost declined 12.1% YoY to ¥ 4.7bn from ¥ 5.3bn,
an increase of 17.9% QoQ.

PAT grew by 4.6% YoY to ¥ 20bn from ¥ 19.1bn; de-grew 1.8% QoQ.
from ¥ 20.4bn. The board declared a final dividend of ¥ 2.8/share in
addition to the interim dividend of ¥ 2.45/share declared in Q3FY18.

The transmission business grew 13.1% YoY to X 75.2bn; grew by ~3%
QoQ from X 73.2bn. The consultancy business grew 29.3% YoY to X
1.9bn; grew 37.6% Qo0Q. Telecom business grew 19.6% YoY toZ 1.7bn.
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Shareholding Pattern Mar’18 (%)

= In FY18 projects worth ¥ 290bn including TBCB projects completed. O OCrS 26
Also won three TBCB projects worth ¥ 22.35bn projects with MF/Banks/Fls 158
capitalisation likely to be ~ ¥ 40bn Flls 212

= |ndian railway is also working on its own rail transmission line for which public/Others 6.0
the company is working as a consultant. During FY18 four sections of
rail electrification consulting project completed 10 months ahead of Valuation (x)
schedule FY18 FY19E FY20E

= Visible intra-state transmission projects worth ¥ 20bn and TBCB Pp/E 13.2 11.7 9.4
projects worth ¥40bn in the near term and total visible projects worthX  £\/EgITDA 8.8 8.0 79
940bn for the long term.

q | ¢ -z b 4 2 b ROE 15.8 15.8 16.6
= For FY19 capex and capitalisation of ~¥ 260bn and ~¥ 280bn
respectively similar to FY18 capex of ¥ 257.9bn and capitalisation of ¥ ROCE 106 11.1 1.7
279.2bn
L _ _ _ _ Estimates (X bn)
= We maintain Buy Rating with TP ¥ 250 with valuation at P/BV 1.7x
FY18 FY19E FY20E
FY20E.
Net Sales 298 342 397
EBITDA

Q4FY18 Result Z Bn) 259 298 346

Particulars Q4FY18 Q4FY17 YoY (%) Q3FY18 QoQ (%) PAT 80 93 115

Operating Income EPS ) 157 178 221
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Looking at non-T&D options too

Additional targeted future projects include Electric vehicle charging points with pilot
projects at Gurugram, Hyderabad (operations to start in Jun’18) and Chennai
metro stations, battery storage project and rail signal modernization work for which JV
company will be formed with Indian Railways and Phase-1 to be from Delhi-Mumbai
line.

Exhibit 1: Project Efficiency across years (% bn)
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Exhibit 2: Net Sales (% bn) Exhibit 3: EBITDA ( bn)
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Exhibit 4: Net Profit (% bn) Exhibit 5: ROE & RoCE (%)
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Income Statement & bn)

Cash Flow (& bn)

Particulars

Marl7 Marl8P Marl9E Mar20E

Particulars

Marl7 Marl8P Marl9E Mar20E

Operating Income 257 298 342 397
Total Expenditure 31 38 44 50
Employee Benefits Exp. 14 16 18 21
Other Expenses 17 22 26 30
Other Income 9 10 12 14
EBIDTA (Excl. Ol) 226 259 298 346
EBIDTA (Incl. Ol) 235 270 310 360
Interest 63 76 87 94
Depreciation 63 76 87 94
Profit Before Tax 95 103 119 148
Tax 20 22 26 32
Net Profit 75 80 93 115
Balance Sheet (] bn)

Particulars Marl7 Marl8P Marl9E Mar20E
Sources of Funds

Equity Capital 52 52 52 52
Other Reserves 446 492 585 700
Net Worth 498 544 637 753
Secured Loans 1,113 1,216 1,339 1,449
Loan Funds 1,113 1,216 1,339 1,449
Deferred Tax Liability 26 26 26 26
Total Capital Employed 1,686 1,843 2,059 2,284
Applications of Funds

Gross Block 1,497 1,769 2,020 2,303
Less: Accumulated Dep. 142 233 337 455
Net Block 1,355 1,536 1,683 1,848
Capital Work in Progress 358 303 305 307
Investments 13 16 18 20
Current Assets, Loans & Advances

Inventories 9 10 13 15
Sundry Debtors 32 36 44 52
Cash and Bank Balance 33 15 36 40
Loans and Advances 108 94 108 124
Other Current Assets 76 96 97 106
sub total 258 251 298 337
Less: Current Liabilities & Provisions

Current Liabilities 253 257 271 293
Provisions 8 7 7 7
sub total 261 264 278 300
Net Current Assets (3) (13) 20 37
Total Assets 1,686 1,860 2,010 2,172

E — Estimates

Profit before tax 95 103 119 148
Depreciation & w.o. i 91 104 118
Net Interest Exp 63 76 87 94
Direct taxes paid (20) (22) (23) (29)
Change in Working Capital (5) (21) 1 3
(A) CF from Opt. Activities 210 227 288 334
Capex (184)  (217) (253)  (285)
Free Cash Flow 26 10 35 49
(B) CF from Invt. Activities (201) (200) (265) (299)
Inc./(Dec.) in Debt 103 103 123 110
Interest exp net (60) (78) (87) (94)
Dividend Paid (Incl. Tax) (16) (33) (37) (46)
(C) CF from Financing 27 (8) 0) (29)
Net Change in Cash 36 19 23 6
Opening Cash balances 22 33 15 36
Closing Cash balances 33 15 36 40
Important Ratios

Particulars Marl7 Marl8P Marl9E Mar20E
(A) Measures of Performance (%)

EBIDTA Margin (excl. O.1.) 87.9 87.2 87.2 873
Interest / Sales 245 25.5 254 237
Tax/PBT 21.6 21.8 21.8 21.8
Net Profit Margin 29.2 27.7 27.2 29.1
(B) As Percentage of Net Sales

Employee Benefits Exp. 5.4 5.4 5.2 5.2
Other Expenses 6.7 7.4 7.7 7.6
(C) Measures of Financial Status

Debt / Equity (x) 2.2 2.2 2.1 1.9
Interest Coverage (x) 3.7 3.6 3.6 3.8
Average Cost of Debt (%) 6.3 6.8 7.1 7.1
Debtors Period (days) 45.7 44.6 475 475
Closing stock (days) 12.9 12.7 14.0 137
Inventory Turnover Ratio (x) 28.3 28.7 26.1 26.6
Fixed Assets Turnover (x) 0.2 0.2 0.2 0.2
W.C. Turnover (x) (86.5) (22.7) 17.1 108
Non-Cash WC (X Bn) (36.4) (28.2) (16.3) (3.7)
(D) Measures of Investment

EPS ) (excl EO) 14.4 15.7 178 221
CEPS R) 29.0 33.1 37.7 447
DPS ) 25 5.3 5.9 7.3
Dividend Payout (%) 175 333 33.0 330
Profit Ploughback (%) 82.5 66.7 67.0 67.0
Book Value (°) 95.2 104.0 121.8 1439
ROANW (%) 16.1 15.8 158 16.6
ROACE (%) 10.4 10.6 111 117
ROAIC (%) 10.5 10.7 112 11.9
(E) Valuation Ratios

CMP ) 208 208 208 208
P/E (x) 14.4 13.2 11.7 9.4
Market Cap.  Bn) 1,086 1,086 1,086 1,086
MCap/ Sales (x) 4.2 3.7 3.2 2.7
EV X Bn) 2,166 2,287 2,389 2,495
EV/Sales (x) 8.4 7.7 7.0 6.3
EV/EBDITA (x) 9.6 8.8 8.0 7.2
P/BV (x) 2.2 2.0 1.7 14
FCFF Yield (%) 6.3 3.2 6.6 6.1
Dividend Yield (%) 1.2 2.5 2.8 3.5

E — Estimates
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DART RATING MATRIX
Total Return Expectation (12 Months)
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referred to herein, and Dolat Capital Market Private Limited. does not warrant its accuracy or completeness. Dolat Capital Market Private
Limited. may not be in any way responsible for any loss or damage that may arise to any person from any inadvertent error in the information
contained in this report. This report is provided for information only and is not an investment advice and must not alone be taken as the basis
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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 Dolat Capital Market Private Limited. and/or its
affiliated company(ies) 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 a certain category of investors. Persons in whose possession this report may come, are required to
inform themselves of and to observe such restrictions.

For U.S. Entity/ persons only: This research report is a product of Dolat Capital Market Private Limited., which is the employer of the
research analyst(s) who has prepared the research report. The research analyst(s) preparing the research report is/are resident outside the
United States (U.S.) and are not associated persons of any U.S. regulated broker-dealer and therefore the analyst(s) is/are not subject to
supervision by a U.S. broker-dealer, and is/are not required to satisfy the regulatory licensing requirements of FINRA or required to otherwise
comply with U.S. rules or regulations regarding, among other things, communications with a subject company, public appearances and trading
securities held by a research analyst account.

This report is intended for distribution by Dolat Capital Market Private Limited. only to "Major Institutional Investors" as defined by Rule 15a-
6(b)(4) of the U.S. Securities and Exchange Act, 1934 (the Exchange Act) and interpretations thereof by U.S. Securities and Exchange
Commission (SEC) in reliance on Rule 15a 6(a)(2). If the recipient of this report is not a Major Institutional Investor as specified above, then
it should not act upon this report and return the same to the sender. Further, this report may not be copied, duplicated and/or transmitted
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