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Strong order inflow to drive growth

CMP %376
ACIL posted 5.3% YOY de-growth in QAFY18 revenue to TABDN (8706 s
below estimates) due to muted execution. EBITDA margin expanded by Target/UPSIde .............................. ?450/21%
286bps YoY to 11.9% (110bps below estimates), primarily due to lower ~ BSESensex =/ 0 35,323
construction cost which is down by 360bps YoY to 78.2% of revenue. Adj.  NSE Nifty 10,736
PAT grew by 54.0% YoY to ¥310mn (15.4% below estimates) due to strong Scrip Details
operating performance coupled with lower interest cost and lower tax rate .
(down 333bps). ACIL has declared a dividend of 15% (0.3 per share) after ~ EQuity/FV —~ X134mnR 2/-
a period of six years. Market Cap

Order book at 2.9x, enhances revenue visibility

ACIL received fresh orders worth ¥12.6bn/¥16.2bn during FY18/ YTDFY19.
The company has met its order inflow target of ¥16bn and expects another
%4-6bn of inflows in FY19. It has a robust bid pipeline of ¥30bn and will look
for big ticket projects. The current order book (I47bn) provides revenue
visibility for 2.9x FY18 revenue. ACIL is on the right track by increasing its
exposure towards Government orders which stands at 74% v/s 32%

Bloomberg Code AHLU IN
Shareholding Pattern Mar’18 (%)

(FY14). We have considered ¥25.2bn (including ¥16.2bn already won) /  Promoters 58.0
%30.3bn fresh inflow for FY19E/ FY20E. ME/Banks/Els 153
Outlook and Valuation A 20.3
We upgrade our revenue estimates marginally by 2.4%/ 6.7% for FY19E/  Public / Others 6.5
FY20E to factor in higher order inflow. We maintain our EBITDA margin )
estimates at 13.5% for FY19E and FY20E. Accordingly, we upgrade our  Valuation (x)
PAT estimates by 3.5%/ 8% for FY19E/ FY20E, respectively. We estimate FY18 FY19E FY20E
21.3%/ 31.9% revenue/ PAT CAGR over FY18-20E. P/E 216 15.3 124
ACIL to be remain net cash company and have one of the highest average EV/EBITDA 111 88 71
RoCE/ RoE of 34.4%/ 23%, respectively, over FY18-20E among peers. We  ROE 205 232 22.8
remain positively biased on business model backed by quality management  rocg 320 345 34.2
and healthy return ratios. It looks attractive at 15.3x/ 12.4x FY19E/ FY20E
EPS and hence we reiterate ‘BUY’ with an upward revised TP of ¥450 (15x .
FY20E EPS). Estimates (¥ mn)
FY18 FY19E FY20E
Net Sales 16,466 20,139 24,243
EBITDA 2,193 2,718 3,273
PAT 1,154 1,629 2,008
QAFY18 Result R Mn) EPS 172 243 300
Particulars Q4FY18 QA4FY17 YoY (%) Q3FY18 QoQ (%)
Totalrevenue 4468 4719  (63) ..3611 237
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Risk to our valuation

Payment delay/ advancement from clients

We expect debtor days to remain in the same range of 151 days in FY19E/ FY20E
vs. 149 days in FY18. However, any delay/ advancement in payments from clients vs.
our estimates, would increase/ decrease working capital, delay/ speed-up execution
and impact profitability.

Execution delays
Project delay due to delay at the client’s end or other regulatory bottlenecks could
adversely affect ACIL’s revenue and profitability.

Delay/ advancement in order intake

Any capex delay/ advancement by private and government sectors will lead to a delay/
advancement in awarding orders to ACIL, negatively/ positively impacting its revenue
and profitability.

Contraction/ improvement in EBITDA margin
Any contraction/ improvement in EBITDA margin vs. our estimates would negatively/
positively impact its profitability.

Exhibit 1: Q4FY18 Performance (Standalone)

Particulars & mn)

Q4FY18 Q4FY17 YoY (%) Q3FY18 QoQ (%) FY18 FY17  YoY (%)

Revenue

4,468 4,719 (5.3) 3,611 23.7 16,466 14,266 154

Construction/Sales (%)

Source: Company, DART
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Exhibit 2:330.7bn order book break up

Exhibit 3: Order book trend (Standalone)
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Exhibit 4: 21.3% revenue CAGR over FY18-20E Exhibit 5: EBITDA Margin trend
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Exhibit 6: Net debt free company Exhibit 7: Highest return ratios in the industry
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Income Statement (Standalone)

Cash Flow (Standalone)

Particulars @ mn) Marl7 Marl8 Marl9E Mar20E  Particulars @ mn) Marl7 Marl8E Marl9E Mar20E
Revenue 14,266 16,466 20,139 24,243 Profit before tax 1,306 1,749 2,469 3,043
Growth (%) 14.2 154 22.3 20.4 Depreciation 241 256 269 287
Total Expenditure 12,529 14,273 17,421 20,969 Finance cost 192 251 50 20
Material consumption 7,262 7,560 9,844 12,776  Other income (51) (63) (69) (76)
Sub-contract work 2,799 4,354 4,849 5,122  Others 17 84 77) 0
Operating expenses 654 694 947 1,164  Direct taxes paid (118) (670) (830) (1,025)
Employees expenses 1,518 1,338 1,405 1,476  Change in Working Capital (314) (562) (1,233) (884)
Other expenses 295 326 375 432  (A) CF from Operating Acti 1,273 1,043 578 1,364
Other Income 84 63 69 76  Capex (206) (233) (300) (300)
EBIDTA (Excl. Ol) 1,737 2,193 2,718 3,273 Free Cash Flow to Firm 1,067 810 278 1,064
Growth (%) 8.0 26.2 24.0 20.4  Inc./ (Dec.) in Investments 0 5 0 0
EBIDTA (Incl. OI) 1,821 2,256 2,788 3,350  Other a7 63 69 76
Depreciation 239 256 269 287  (B) CF from Investing Acti (223) (166) (231) (224)
EBIT 1,582 1,999 2,519 3,063  Issue of Equity/ Preference 0 0 0 0
Interest 271 251 50 20  Inc./(Dec.) in Debt (518) (605) (46) (250)
Profit Before Tax 1,311 1,749 2,469 3,043 Interest exp net (189) (251) (50) (20)
Tax 448 594 839 1,034 Dividend Paid (Incl. Tax) 0 0 (24) (24)
Net Profit 863 1,154 1,629 2,008 (C)CF from Financing (707)  (856)  (120)  (294)
Adjustments 8 0 0 0  Net Change in Cash 343 22 227 846
Adj. Net Profit 871 1,154 1,629 2,008 Opening Cash balances 882 1,225 1,247 1,474
Growth (%) 4.4 32.6 41.1 23.3  Closing Cash balances 1,225 1,247 1,474 2,320
Balance Sheet (Standalone) Important Ratios
Particulars & mn) Marl7 Marl8 Marl9E Mar20E Particulars Marl7 Marl8 Marl9E Mar20E
Sources of Funds (A) Measures of Performance (%)
Equity Capital 134 134 134 134  EBIDTA Margin (excl. O.1.) 12.2 13.3 13.5 13.5
Reserves 4,924 6,090 7,695 9,679  EBIDTA Margin (incl. O.1.) 12.8 13.7 13.8 13.8
Net Worth 5,058 6,224 7,829 9,813 EBIT Margin 111 12.1 12.5 12.6
Long Term Loan 1 7 0 0 Interest/EBIT 171 12.5 2.0 0.7
Short Term Loan 900 289 250 0 Tax/PBT 34.1 34.0 34.0 34.0
Loan Funds 901 296 250 0 Net Profit Margin 6.1 7.0 8.1 8.3
Deferred Tax Liability (147) (217) (208) (199)  (B) As Percentage of Net Sales
Total Capital Employed 5,813 6,303 7,871 9,614  Raw Material 50.9 45.9 48.9 52.7
Application of Funds Other construction cost 24.2 30.7 28.8 259
Gross Block 4,523 4,756 5,056 5,356 Employees expenses 10.6 8.1 7.0 6.1
Less: Acc Depreciation 2,598 2,854 3,123 3,410 Other Expenses 2.1 2.0 1.9 1.8
Net Block 1,925 1,844 1,933 1,946 (C) Measures of Financial Status
Capital Work in Progress 3 3 3 3 Debt/ Equity (x) 0.2 0.0 0.0 0.0
Investments 67 63 63 63 Interest Coverage (x) 6.7 9.0 55.8 167.5
Current Assets, Loans & Advances Average Cost of Debt (%) 23.3 41.9 18.3 16.0
Inventories 2,478 1,891 2,613 3,145  Debtors Period (days) 153 149 151 151
Sundry Debtors 5,978 6,711 8,317 10,012  Closing stock (days) 63 42 47 47
Cash and Bank Balance 1,225 1,247 1,474 2,320  Working Capital (days) 97 96 105 113
Loans and Advances 43 59 592 713  Fixed Assets Turnover (X) 3.2 3.5 4.0 4.5
Other Current Assets 467 419 462 523 (D) Measures of Investment
subtotal 10,191 10,327 13,459 16,714  Diluted EPS }) 13.0 17.2 243 30.0
Less: Current Liabilities & Provisions CEPS R) 16.6 21.1 28.3 34.3
Current Liabilities 6,301 5,880 7,517 9,039 DPS(R) 0.0 0.0 0.3 0.3
Provisions 73 53 70 73 Book Value ) 75.5 929 1169 1465
sub total 6,374 5,934 7,587 9,111 ROANW (%) 18.6 20.5 23.2 22.8
Net Current Assets 3,817 4,393 5,872 7,603  ROACE (%) 27.3 32.0 345 34.2
Total Assets 5813 6,303 7,871 9,614  ROAIC (%) 34.9 42.0 44.5 45.2
E — Estimates (E) Valuation Ratios
CMP ) 372 372 372 372
P/E (x) 28.6 21.6 15.3 12.4
Market Cap. X Mn) 24,889 24,889 24,839 24,889
MCap/ Sales (x) 1.7 15 1.2 1.0
EV R Mn) 24,996 24,252 23,802 23,117
EV/Sales (X) 1.8 15 1.2 1.0
EV/EBDITA (x) 144 111 8.8 7.1
P/BV (x) 4.9 4.0 3.2 25
FCFE Yield (%) 1.5 0.2) 0.7 3.2
Dividend Yield (%) 0.0 0.1 0.1 0.0

E — Estimates
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DART RATING MATRIX
Total Return Expectation (12 Months)

Buy > 20%
Accumulate 10 to 20%
Reduce 0to 10%
Sell < 0%
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Analyst(s) Certification

The research analyst(s), with respect to each issuer and its securities covered by them in this research report, certify that: All of the views
expressed in this research report accurately reflect his or her or their personal views about all of the issuers and their securities; and No part
of his or her or their compensation was, is, or will be directly or indirectly related to the specific recommendations or views expressed in this
research report.

|. Analyst(s) and Associate (S) holding in the Stock(s): (Nil)

1. Disclaimer:

This research report has been prepared by Dolat Capital Market Private Limited. to provide information about the company(ies) and sector(s),
if any, covered in the report and may be distributed by it and/or its affiliated company(ies) solely for the purpose of information of the select
recipient of this report. This report and/or any part thereof, may not be duplicated in any form and/or reproduced or redistributed without the
prior written consent of Dolat Capital Market Private Limited. This report has been prepared independent of the companies covered herein.
Dolat Capital Market Private Limited. and its affiliated companies are part of a multi-service, integrated investment banking, brokerage and
financing group. Dolat Capital Market Private Limited. and/or its affiliated company(ies) might have provided or may provide services in respect
of managing offerings of securities, corporate finance, investment banking, mergers & acquisitions, financing or any other advisory services
to the company(ies) covered herein. Dolat Capital Market Private Limited. and/or its affiliated company(ies) might have received or may
receive compensation from the company(ies) mentioned in this report for rendering any of the above services. Research analysts and sales
persons of Dolat Capital Market Private Limited. may provide important inputs to its affiliated company(ies) associated with it. While reasonable
care has been taken in the preparation of this report, it does not purport to be a complete description of the securities, markets or developments
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
for an investment decision. The investment discussed or views expressed herein may not be suitable for all investors. The user assumes the
entire risk of any use made of this information. The information contained herein may be changed without notice and Dolat Capital Market
Private Limited. reserves the right to make modifications and alterations to this statement as they may deem fit from time to time. Dolat Capital
Market Private Limited. and its affiliated company(ies), their directors and employees may; (a) from time to time, have a long or short position
in, and buy or sell the securities of the company(ies) mentioned herein or (b) be engaged in any other transaction involving such securities
and earn brokerage or other compensation or act as a market maker in the financial instruments of the company(ies) discussed herein or act
as an advisor or lender/borrower to such company(ies) or may have any other potential conflict of interests with respect to any
recommendation and other related information and opinions. This report is neither an offer nor solicitation of an offer to buy and/or sell any
securities mentioned herein and/or not an official confirmation of any transaction. 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 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
onward to any U.S. person or entity.

In reliance on the exemption from registration provided by Rule 15a-6 of the Exchange Act and interpretations thereof by the SEC in order to
conduct certain business with Major Institutional Investors, Dolat Capital Market Private Limited. has entered into an agreement with a U.S.
registered broker-dealer Ltd Marco Polo Securities Inc. ("Marco Polo"). Transactions in securities discussed in this research report should be
effected through Marco Polo or another U.S. registered broker dealer/Entity as informed by Dolat Capital Market Private Limited. from time to
time.
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