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Robust order book growth in FY18

FY18 saw the standalone order book grow at 38% YoY to ¥ 124bn (T&D-
¥84.3bn; Oil & Gas and Rail -39.7bn) and the order inflow during the period
grew by 51% YoY to ¥ 93.4bn (T&D- ¥55.1bn; Oil & Gas and Rail ¥38.3bn)
giving an order book visibility to sales from 1.79x in FY17 to 2.15x in FY18.

Margin improvement, enhanced profitability continued

KPTL reported standalone revenue growth of 15.3% YoY at ~357.8bn
adjusting for the GST impact beginning of FY18. Revenue from EPC
contract grew 14.6% YoY to 348.9bn while revenue from sale of products
(tower and components) grew 21.6% YoY to ¥7.5bn. EBITDA margins
expanded 36bps YoY to 10.9% led by operational efficiencies even with
increase in raw material cost by 28.8% YoY to ¥ 26.2bn. The operating
expenses grew by ~15% YoY to Rs 51.4bn. The net profit increased by
19.7% YoY to ¥3.22bn with marginal increase in interest cost by 5.2% YoY
to ¥ 1bn. The debt at ¥ 6.4bn was within the management target of ¥ 7-8bn
and the net debt grew by 64% YoY to ¥ 5.5bn in FY18. The management
foresees improvement in international operations in FY19 with orders from
Africa, South-east Asia, and Latin American countries

JMC; Shubham Logistics achieve progress in FY18

JMC saw a good FY18 with order book of ¥ 7.6bn and order inflow of ¥
3.3bn. It reported a revenue growth of 18% at I 27.5bn, EBITDA grew 35%
YoY to ¥ 2.84bn with margins at 10.3% YoY which was 120bps higher than
previous year and the net profit grew 82% YoY to ¥ 1bn. Also, the focus on
doubling the farmers income by 2022 enables Shubham logistics to provide
warehousing agri-logistics service as seen during FY18 with utilisation
levels increasing <80% enabling revenue growth of 22.7% YoY to ¥ 686mn
and becoming operationally profitable at ¥ 119mn with margin at 17.3%.

View

Management has guided for a revenue growth of 15-20% for FY19. Focus
on T&D and rail orders within India and orders from the African and SAARC
region augurs well for order book. We expect earnings growth of 19.9% over
FY18-20E for the company with focus on maintaining interest cost, exiting
from non-core businesses (real estate projects in Thane and Indore) and
better W.C. management. We also expect the key subsidiaries, JMC and
Shubam to continue its performance in FY19 too. We have an Accumulate
rating with SOTP of ¥ 413.
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Management Discussion and Analysis

As on 30 Nov 2017, the total transmission capacity of the inter-transmission
links was at 78,050MW and structural reforms to clean up the balance sheets
of state discoms was beneficial to a large extent. With the next focus area to
connect each household and strengthen the existing network to improve
network reliability and efficiency by investing in higher voltage such as 400KV
and 765 KV provides growth opportunities for the company with planned
investment of ¥ 1600bn by States SEBs to improve Intra-state transmission
lines and ¥ 1000bn by PGCIL as per the 13t National Electricity plan (FY17-
22) is likely to add 105,580ckm of circuit line taking the cumulative addition to
470,515ckm. This will also see 292,000 MV of transformer capacity addition
and HVDC bi-pole line addition of 14,000 MV.

The Green Energy Corridor project worth ¥ 380bn and National Solar Mission
to facilitate the flow and integration of renewable energy into the national grid
network also present’s good opportunity for the company

With improvement in global macros resulting in rising oil prices and focus of
to provide last mile connectivity provide good opportunity for the company to
further entrench into the markets of Africa, South-east Asia and Middle-east.
During FY18, the company got T&D project worth ¥ 50.2bn both domestically
and internationally and the management continues to see the growth
trajectory going forward.

During FY18, the company receive rail infra orders worth ~¥ 17bn and with
the government investment plans of ¥ 8.56tn over next five years to double
18,000 km of rail line long with additional third and fourth line works which
would augment capacity and transform almost the entire network of 5000km
into broad gauge serves well for the growth prospects. The DFCC project for
which the company expects some orders is likely to increase share of rail
network to 87% by FY22 from the current 84% projected in FY17.The
company is also poised to undertake rail projects internationally and also
design and build projects for High-speed rails within the country

With oil and gas transportation pipeline penetration still low in India at 32%
compared to 59% in USA and 79% globally and the Indian government
initiatives like hydrocarbon Vision 2030 to increase gas pipeline network
provides opportunity for the company as it has one of the largest fleets to
handle seven projects simultaneously. The company received ¥19.1bn orders
gas pipeline laying and associated work during FY18. The company also
expects international opportunities from North America and Middle-east with
investment being planned to relay and expand pipelines. During the year, the
company witnessed revenue growth of 60% YoY to ¥ 10.92bn inclusive of rail
infra segment.

As per the management, the cold storage and agricultural warehousing is
likely to witness an investment of ¥ 75bn during the period FY18-20 and the
management expects Shubham logistics to show some positive earnings in
FY19 with government impetus in improving agri-logistics to enable doubling
farmers income.
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Operational Performance

The T&D business erected 109,364MT of transmission towers at various
locations both domestically and internationally and executed ~ 2,321ckm of
stringing work connecting the grid to Sub -station or sub-station to sub-station.

The company’s production (including outsourced) and dispatches of
transmission line towers was at 196,768 MT and 193,877 MT, respectively in
FY18 as compared to 157,830 MT and 169,571 MT in 2017.

The company received substation and transmission line projects from various
SEBs, PGCIL and SAARC countries.

During the year the Rail and Oil & Gas Infra segment received projects worth
19.1bn which included projects from GAIL and rail electrification &
infrastructure orders from PGCIL and RVNL.

JMC bagged water and office building projects from private and State entities
and the management expects to continue to maintain the momentum

Standalone order book grew for FY18 grew 38% YoY to ¥ 124bn (T&D-
384.3bn; Oil & Gas and Rail -¥39.7bn) and the order inflow during the period
grew by 51% YoY to ¥ 93.4bn (T&D- ¥55.1bn; Oil & Gas and Rail ¥38.3bn)

Exhibit 1: Order Book as on 31 Mar'18 (%)
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Exhibit 2: Transmission order Book composition as on 31 Mar’18 (%)

SAARC MENA
25% 2%

CIS/Europe
& Far East
4%

S.Asia
5%

Private
35%

Africa
64%

Source: Company, DART

July 19, 2018

3 /A/\\

DOLATCAPITAL”



DART”
Financial Performance

®=  Company had arevenue of ¥57.7bn in FY18 as against ¥50.1bn a growth rate
of 15.3% YoY

®=  For FY18, the revenue from domestic segment was at ¥ 34.1bn (59%) and
the international segment contributed revenue of ¥ 23.8bn (41%).

®= The T&D business constitutes 80% of total revenue and as per the
management will continue to be the mainstay as the company witnessed
revenue growth of 8% YoY to ¥ 46.13bn in FY18

®=  During the year the Rail and Oil & Gas Infra segment witnessed revenue
growth of 60% YoY to ¥ 10.92bn

=  There was an improvement in EBITDA margins which increased by 36bps to
~11% driven by internal efficiencies and improvement in margin profile of
railways and Oil & Gas business.

= Qverall employees cost grew by ~20% YoY to ~X 3.5bn

= Depreciation and amortisation cost declined by 1.4% to ~% 0.8bn

® |ts finance cost increased by 5.2% YoY to ¥1bn with net debt increasing by
%2.1bn to ¥5.6bn

Exhibit 3: Margin performance

FY13 FY14 FY15 FY16 FY17 FY18
Net Sales (X mn) 33,354 40,553 44,223 43,020 50,107 57,785
YoY Growth (%) 10.0 21.6 9.1 (2.7) 16.5 15.3
EBITDA X mn) 3,221 3,863 4,267 4,531 5,291 6,312
EBITDA Margin (%) 9.7 9.5 9.6 10.5 10.6 10.9
Net Profit (X mn) 1,377 1,464 1,656 1,924 2,691 3,219
NP Margin (%) 4.1 3.6 3.7 4.5 5.4 5.6

Source: Company, DART

Revenue Cost - The cost of revenue increased by ~15% YoY to ¥ 51.4bn in FY18
primarily due to increase in raw material by 28.8% YoY to ¥ 26.2bn due to higher
commodity cost of materials like copper, steel and aluminium and increase in erection
& subcontracting expense by 7.6% YoY to ¥ 15bn.

Other Income - The other income in total for the year ended Mar'18 was I 480mn
compared to I 493.4mnfor the year ended Mar'17. The decrease of 3% for FY18 was
due to decrease of 4.4% YoY in interest income earned from loans which was at
393.3mn compared toX 411.5mnin FY17 with dividend income from subsidiaries grew
by 50.2% YoY to ¥ 33.8mn

Effective Tax Rate - Total effective tax rate for FY18 grew by ~230bps to 35.5%
which accounts for ¥1.7bn for the year ended Mar’18 as against ¥1.3bn for the year
ended Mar’17 as there was an increase in deferred tax becoming an asset to ¥ 68.3mn
along with increase in current taxation to ¥1.7bn in FY18 from ¥ 1.45bn in FY17

PAT - The net profit margin increased to 5.6% during the year-end 2018 compared to
5.4% at the year-end 2017. The net profit stood at ¥ 3.2bn as against ~X 2.7bn for
FY17.

EPS - EPS has been computed on equity capital base of 153.45mn shares as on 31
March, 2018. EPS stood at ¥ 21 in FY18 as compared to ¥ 17.5 in the previous year.
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Balance Sheet Analysis

Gross Block - KPTL invested ¥ 940mn of CAPEX during the year compared to ¥
586mn last year.

Cash Position - The company witnessed a decrease in cash position to ¥ 817mn
primarily due to decrease in cash from operating activities by 92% YoY to ¥ 971mn
with increase in W.C requirement by 46% YoY to ¥12.8bn. The cash per share value
stood at ¥ 26.

Debtors - Receivable collection in FY18 increased with its Debtor days (DSO)
increasing marginally to 208 days as against 201 days in FY17 resulting increase in
its overall receivables from ¥ 27.6bn in FY17 to ¥ 32.9bn in FY18.

Cash Flow — Cash from operations declined by 92% to ¥971mn in FY18 compared to
11.8bnin FY17 due to increase in W.C requirement by 46% YoY to ¥12.8bn resulting
in OCF/EBITDA declining to 0.15x in FY18 from 2.24x in FY17. Decrease in cash
flows from financing activities by 65% to ¥ 618mn due in interest expense by 5% YoY
to ¥1bn. With capex increasing from ¥ 586mn to ¥ 940mn and decrease in cash flow
from investments to ¥ 965mn resulted in free cash flow to decline by 100% to ¥ 31mn
from ¥ 11.2bn YoY. There was an increase in W.C days from 69 days to 81 days
primarily due to increase in receivable days from 201 to 208 YoY.

Dividend - The company has recommended final dividend of ¥2.5 per equity share
on face value of 32 per share. The cash outflow on account of dividend and dividend
distribution tax amounted to ¥469 mn for the year ended in Mar’'18.

Loans to Subsidiaries — Loans given to KPTL Subsidiaries increased 10% YoY to
$5.5bn in FY18 with the subsidiary company Saicharan Properties Private Limited
receiving the most in absolute terms at ¥ 2.7bn (+14.9% YoY) while in percentage
terms the subsidiary company Kohima Mariani Transmission Limited received ¥
250.7mn (+92.4% YoY)
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Income Statement (X mn)

Cash Flow & mn)

Particulars Marl7 Marl8 Marl9E Mar20E  Particulars Marl7 Marl8 Marl9E Mar20E
Net Sales 50,107 57,785 67,441 77,645 Profit before tax 4,026 4,993 5,954 7,028
Total Expenditure 44,816 51,473 60,138 69,325 Depreciation & w.o. 777 766 865 974
Raw Material 34,304 41,215 48,102 55,381 Net Interest Exp 982 1,033 1,219 1,379
Employee Expenses 2,918 3,487 4,046 4,659 Direct taxes paid (1,335) (1,773) (2,034) (2,401)
Other Expenses 7,594 6,771 7,990 9,285  Change in Working Capital 7,426 (4,047) 5,645 (1,088)
Other Income 493 480 735 1,061  (A) CF from Opt. Activities 11,876 971 11,648 5,893
EBIDTA (Excl. Ol) 5291 6,312 7,302 8,321  Capex (586) (940) (1,000) (1,000)
EBIDTA (Incl. OI) 5785 6,792 8,038 9,381  Free Cash Flow 11,290 31 10,648 4,893
Interest 982 1,033 1,219 1,379  Inc./ (Dec.)in Invt. (8,468)  (965) (2,238) -
Depreciation 777 766 865 974  (B) CF from Invt. Activities  (9,054) (1,905) (3,238) (1,000)
Profit Before Tax 4,026 4,993 5,954 7,028 Inc./(Dec.) in Debt (460) 883 1,000 1,000
Tax 1,335 1,773 2,034 2,401 Interest exp net (982) (1,033) (1,219) (1,379)
Net Profit 2,691 3,219 3,920 4,627  Dividend Paid (Incl. Tax) (307) (469) (449) (449)
(C) CF from Financing (1,749) (618) (668) (828)
Balance Sheet (¥ mn) Net C.hange in Cash 1,072 (1,552) 7,742 4,065
Particulars Marl7 Marl8 Marl9E Mar20E Oper.ung Cash balances 1,062 2,110 816 8,582
Closing Cash balances 2,110 816 8,582 12,647
Sources of Funds
Equity Capital 307 307 307 307 .
Other Reserves 24,480 27,394 30,865 35043 |mportant Ratios
Net Worth 24,787 27,700 31,172 35,350 Particulars Marl7 Marl8 Marl9E Mar20E
Loan Funds 5,526 6,409 7,409 8,409  (A) Measures of Performance (%)
Deferred Tax Liability (536) (415) (415) (415) EBIDTA Margin (excl. O.1.) 11.8 12.3 12.1 12.0
Total Capital Employed 29,777 33,694 38,165 43,344 Interest/Sales 0.2 0.2 0.2 0.2
Applications of Funds Tax/PBT 33.2 35.5 34.2 34.2
Gross Block 6,594 7,394 8,394 9,394  Net Profit Margin 5.4 5.6 5.8 6.0
Less: Accumulated Dep. 1,384 2,126 3,014 3,988 (B) As Percentage of Net Sales
Net Block 7,978 9,521 11,408 13,383 Raw Material 68.5 71.3 71.3 71.3
Capital Work in Progress 26 167 167 167  Employee Expenses 5.8 6.0 6.0 6.0
Investments 13,646 14,611 16,849 16,849  Other Expenses 15.2 11.7 11.8 12.0
Current Assets, Loans & Advances (C) Measures of Financial Status
Inventories 4,542 4,828 5,543 6,382  Debt / Equity (x) 0.2 0.2 0.2 0.2
Sundry Debtors 27,635 32,920 37,693 43,396 Interest Coverage (X) 5.9 6.6 6.6 6.8
Cash and Bank Balance 2,110 816 8,582 12,647 Debtors Period (days) 201 208 204 204
Loans and Advances 7,474 13,864 10,085 11,611 Closing stock (days) 33.1 30.5 30.0 30.0
sub total 41,760 52,428 61,903 74,036 Inventory Turnover Ratio (x) 11.0 12.0 12.2 12.2
Less: Current Liabilities & Provisions Fixed Assets Turnover (x) 7.6 7.8 8.0 8.3
Current Liabilities 30,011 36,957 42,068 48,434  WC Turnover (x) 5.7 4.5 9.4 9.4
Provisions 2,964 2,639 4,065 4,680  Non-Cash WC X Mn) 6,676 12,016 (1,394) (4,371)
sub total 32,975 39,596 46,133 53,114 (D) Measures of Investment
Net Current Assets 8,785 12,832 7,188 8,275 EPS () 175 21.0 25.5 30.2
Total Assets 29,777 33,694 38,165 43,344 CEPS(R) 22.6 26.0 31.2 36.5
E — Estimates DPS ) 1.6 25 25 25
Dividend Payout (%) 9.3 11.9 9.8 8.3
Profit Ploughback (%) 90.7 88.1 90.2 91.7
Book Value ) 161.5 180.5 203.1 2304
ROANW (%) 14.7 25.6 26.4 28.2
ROACE (%) 17.4 19.0 20.0 20.6
ROAIC (%) 18.4 19.9 23.0 27.9
(E) Valuation Ratios
CMP ) 346 346 346 346
P/E (X) 19.7 16.5 135 11.5
Market Cap. X Mn) 53,097.3 53,097.3 53,097.3 53,097.3
MCap/ Sales (x) 1.1 0.9 0.8 0.7
EV } Mn) 56,513.7 58,690.3 51,924.8 48,859.9
EV/Sales (x) 1.1 1.0 0.8 0.6
EV/EBDITA (x) 10.7 9.3 7.1 5.9
P/BV (X) 2.1 1.9 1.7 15
FCFE Yield (%) 18.5 0.2) 19.6 8.5
Dividend Yield (%) 0.5 0.7 0.7 0.7

E — Estimates
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