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View: Covid-19 hampering execution; Reduce to Accumulate CMP Rs 260
= Revenue and EBITDA margin broadly in line and APAT above estimates.  Target / Upside Rs 275 / 6%
= DBL posted 3.1%/ 9.8%/ 48.9% YoY de-growth in revenue/ EBITDA/  BSE Sensex 32,395
Adj. PAT to Rs25 bn/ Rs4.1 bn/ Rs1.1 bn in Q4FY20. DBL lost revenue ;
of Rs4-5 bn in Q4FY20 due to covid-19. NSE Nifty 3,490
= We drastically reduce our revenue estimates by 24.8%/ 17.9% for  Scrip Details
FY21E/ FY22E on account of loss of revenue led by lockdown due to  Equity / FV Rs 1,368mn / Rs 10
covid-19. We decrease EBITDA margin estimates for FY21E/ FY22E by \arket Cap Rs 36bn
50/ 20 bps to 16.0%/ 16.5%. Accordingly, we lower our APAT estimates DA
by 72.2%/ 41.9% for FY21E/ FY22E. The sharp reduction in APAT is due mn
to sizable depreciation (average Rs4.5 bn) and finance cost (average 52-week High/Low Rs 606/Rs 190
Rs5.7 bn) despite factoring Rs4 bn/ Rs506 mn debt reduction in FY21E/  Avg. Volume (no) 2,87,824
FY22E. We expect DBL’s revenue/ Adj. APT to de-grow at CAGR of
2.1%/ 16.5% over FY20-22E. NSE Symbol DBL
Bloomberg Code DBL IN

= The management has refrained from giving any guidance until any
clarity emerges. Though the stock has corrected/ increased ~34%/ 17%  Shareholding Pattern Mar'20(%)
since our Q3FY20/ Covid report on 10" Feb’20/ 24™ Mar’20, we believe  p,omoters 75.0
the fixed cost model (owning equipment + relatively higher debt) of

DBL will be severely impacted due to loss of revenue. We reduce to MF/Banks/Fls 6.2
Accumulate with a downward revised SOTP of Rs275 (7x FY22E EPS +  Flls 9.4
1x FY22E PB for equity investment in HAM). Public / Others 9.5

Key risk - Any further deterioration in execution vs. estimates due to

Valuati
COVID-19 leading to higher than estimated debt level can negatively aluation (x)

impact profitability. FY20A FY21E  FY22E
Order book at 2.1x FY20 revenue P/E 86 332 123
DBL’s order inflow stood at Rs67.3 bn for FY20 and order book at Rs190.8  EV/EBITDA 4.1 5.3 4.2
bn (2.1x FY20 revenue). We factor inflow of Rs80 bn/ Rs100 bn in FY21E/ ROE (%) 12.6 2.9 7.6
FY22E. ROACE (%) 153 101 128

Asset monetization — deal with Cube Highways
DBL entered into agreement with Cube Highways for sale of 5 under  Estimates (Rs mn)
construction HAM projects on 31 Aug’19 for valuation of 1.41x on DBL’s
investment of Rs4.09 bn. DBL will invest 51% of the equity (Rs2.9 bn) and

FY20A FY21E FY22E

balance Rs2.78 will be invested by Cube. Revenue 89,838 71,193 86,040
EBITDA 15,720 11,391 14,197
Q4FY20 Result (Rs Mn)
PAT 4,160 1,074 2,898

Particulars Q4FY20 4FY19  YoY (% 3FY20 0Q (% EPS (Rs.) 304 79 519
Revenue 24,997 25,710 (2.8) 23,810 5.0 > - i i
Total Expense 20,870 21,214 (1.6) 19,610 6.4
EBITDA 4,127 4,495 (8.2) 4,201 (2.8)
Depreciation 1,059 870 21.7 1,079 (2.9)
EBIT 3,068 3,625 (15.4) 3,122 (1.7)
Other Income 96 191 (49.7) 80 19.3 VP Research: Shravan Shah
Interest 1,475 1,428 3.2 1,530 (3.6) Tel: +91 22 40969749
EBT 1,739 2,430 (28.5) 1,712 1.6 E-mail: shravans@dolatcapital.com
Tax 588 231 154.3 442 329
RPAT 1,151 2,199 47.7 1,270 9.3 . .

(47.7) (9:3) Associate: Maulik Shah
APAT 1,101 1,467 (24.9) 1,230 (10.5) Tel: +91 22 40969775

(bps) (bps) E-mail: mauliks@dolatcapital.com
Gross Margin (%) 19.9 20.7 (88) 23.8 (394)
EBITDA Margin (%) 16.5 17.5 (98) 17.6 (113)
NPM (%) 4.4 5.7 (130) 5.2 (76)

Tax Rate (%) 33.8 9.5 2429 25.8 796
EBIT Margin (%) 12.3 141 (183) 13.1 (84) DOLAT CAPITAL
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Exhibit 1: Actual vs. DART estimates

(in Rs mn) Actual DART Est. % Variation | Comment

Revenue 24,997 23,706 5.4 Broadly in line with estimates
EBITDA 4,127 4,111 0.4

EBITDA Margin (%) 16.5 17.3 (83 bps) Broadly in line with estimates
Adj. PAT 1,101 835 31.9 Lower tax than estimates

Source: Company, DART

Exhibit 2: Change in estimates — Drastically cut revenue and APAT estimates

(Rs mn) FY21E FY22E

New old % chg New old % chg
Revenue 71,193 94,671 (24.8) 86,040 1,04,755 (17.9)
EBITDA 11,391 15,621 (27.1) 14,197 17,494 (18.8)
EBITDA Margin (%) 16.0 16.5 (50) 16.5 16.7 (20)
Adj. PAT 1,074 3,864 (72.2) 2,898 4,991 (41.9)
EPS (Rs) 7.9 28.2 (72.2) 21.2 36.5 (41.9)

Source: Company, DART

Key earnings takeaways

DBL refrained from giving any guidance till situation normalizes.

Pre lockdown, bid pipeline of Rs560 bn in road segment (Rs360 bn/ Rs200
bn in HAM/ EPC) and additional Rs300 bn in other segments. DBL expects
biding and order awarding to start in Jun-Jul’20.

DBL has resumed execution and working with 65-75% efficiency level and
with 50% labour. However, supply chain and labour issue persists.

Maximum migrants labour came back to their home states such as UP, Bihar,
Odisha and WB. In these states labour started coming back to work sites.

No payment issues from government.

Pathrapali HAM 100% land is achieved at 3D stage, should be completed in
2-3 months.

Received early completion bonus of Rs1.28 bn in FY20.

Effective tax rate guidance of 30-32% for FY21E. Unutilized MAT credit
stands at Rs3.5 bn as on Mar’20. DBL is not opting for concessional rate of
tax u/s 115BAA as it will result into higher cash outflow due to non-
allowability of MAT credit. Will opt for it in FY23.

Capex for FY20 was 3.1 bn and no capex in FY21E for current orderbook.

Debt has reduced by Rs1.3 bn/ Rs3.2 bn in Q4FY20/ FY20 to Rs32.6 bn. We
factor lower debt level of Rs28.5 bn/ Rs28.0 bn for FY21E/ FY22E.

Impact of increase in gap between bank rate and borrowing cost will come
only during the time of COD for HAM projects. This may impact valuations of
the current deal but not on future deals.

Raised X1 bn through NCD’s as got it at competitive rate of 8.75% and also
to conserve liquidity. DBL is availing the RBI moratorium facility.

Equity requirement for 13 HAM projects is Rs16.6 bn out of which Rs3.9 bn/
Rs6.95 bn already invested in FY19/ FY20 and expect Rs4.27 bn/ Rs1.5 bn in
FY21E/ FY22E.

Shrem Deal update - DBL received Rs11l bn/ Rs2.7 bn in FY19/ FY20 and
expects Rs1.24 bn in Q1FY21E.
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We have not valued DBL’s equity investment in 24 BOT projects, which it signed an
agreement in Aug’17 to sell 100% to Shrem Group for Rs16 bn (Rs13.7 bn received
upto FY20, Rs1.24 bn expected in Q1FY21E and savings of Rs1.06 bn). We have
assumed Rs40 bn/ Rs40 bn as HAM projects order inflow in FY21E/ FY22E. We
assumed 10% equity requirement for the same and 50% of it to be infused in FY22E/
FY23E for HAM order inflow in FY21E/ FY22E. We have also factored Rs13.8 bn (Rs3.9
bn/ Rs6.9 bn/ Rs3 bn in FY19/ FY20/ FY21E) equity investment for 13 HAM projects
won in Q4FY18, Q1FY19 and Q4FY20. Accordingly, we have valued its equity
investments (Rs17.4 bn) in HAM projects at 1x FY22E book value.

Exhibit 3: Q4FY20 Performance (Standalone)

Particulars (Rs mn) Q4FY20  Q4FY19  YoY(%) Q3FY20 QoQ (%) FY20 FY19 _ YoY (%)
Revenue 24,997 25,787 (3.1) 23,810 5.0 89,838 91,403 (1.7)
(Increase)/decrease in (262) 2 - 1,026 - 1,175 (319) -
Consumption of Raw 20,291 20,373 (0.4) 17,114 18.6 68,956 71,659 (3.8)
Employees cost 499 528 (5.3) 531 (5.9) 1,958 1,774 10.4
Other expenditure 341 311 9.6 939 (63.6) 2,029 2,025 0.2
Total expenditure 20,870 21,214 (1.6) 19,610 6.4 74,118 75,138 (1.4)
EBITDA 4,127 4,573 (9.8) 4,201 (1.8) 15,720 16,264 (3.3)
Depreciation 1,059 870 21.7 1,079 (1.9) 4,241 3,202 32,5
Operating profit 3,068 3,703 (17.2) 3,122 (1.7) 11,479 13,062 (12.1)
Other income 96 113 (15.0) 80 19.3 313 243 28.6
EBIT 3,164 3,816 (17.1) 3,202 (1.2) 11,792 13,306 (11.4)
Interest 1,475 1,428 3.2 1,530 (3.6) 6,127 5,299 15.6
Exceptional items 50 43 16.7 39.6 25.8 89 43 (52.2)
EBT 1,739 2,430 (28.5) 1,712 1.6 5,754 8,050 (28.5)
Provision for taxation 588 231 154.3 442 32.9 1,505 400 (73.4)
Net income 1,151 2,199 (47.7) 1,270 (9.3) 4,250 7,649 (44.4)
Adjustments (50) (43) - (40) - (89) (43) -
Adjusted net income 1,101 2,157 (48.9) 1,230 (10.5) 4,160 7,607 (45.3)
EPS (Rs) 8.1 15.8 (48.9) 9.0 (10.5) 30.4 55.6 (45.3)
(bps) (bps)
EBIDTA Margin (Excl. O.1.) 16.5 17.7 (123) 17.6 (113) 17.5 17.8 (30)
EBIDTA Margin (Incl. O.1.) 16.9 18.2 (128) 18.0 (109) 17.8 18.1 (21)
NPM (%) 4.4 8.3 (394) 5.1 (76) 4.6 8.3 (369)
Tax/PBT (%) 33.8 9.5 2,429 25.8 796 26.1 5.0 2,118
Construction/Revenue (%) 80.1 79.0 112 76.2 394 78.1 78.1 1

Source: Company, DART

Exhibit 4;: SOTP Valuation

Component Valuation Method Rs/sh %
Standalone cons business 7x FY22E EPS 148.3 53.9
Road BOTs 1x FY22E P/B 127.1 46.1
Total 275.4 100.0
CMP 260.5
Potential upside (%) 5.7

Source: DART, Company
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Exhibit 5: Order book (Rs190.8 bn) break-up

Exhibit 6: Order book trend
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Exhibit 7: Revenue CAGR of -2.1% over FY20-22E

Source: DART, Company

Exhibit 8: EBITDA Margin trend
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Profit and Loss Account

(Rs Mn) FY19A FY20A FY21E FY22E
Revenue 91,403 89,838 71,193 86,040
Total Expense 75,138 74,118 59,802 71,844
COGS 71,340 70,132 55,851 67,585
Employees Cost 1,774 1,958 2,029 2,194
Other expenses 2,025 2,029 1,922 2,065
EBIDTA 16,264 15,720 11,391 14,197
Depreciation 3,202 4,241 4,403 4,591
EBIT 13,062 11,479 6,987 9,606
Interest 5,299 6,127 5,700 5,600
Other Income 243 313 316 319
Exc. / E.O. items 43 89 0 0
EBT 8,050 5,754 1,603 4,325
Tax 400 1,505 529 1,427
RPAT 7,649 4,250 1,074 2,898
Minority Interest 0 0 0 0
Profit/Loss share of associates 0 0 0 0
APAT 5,732 4,160 1,074 2,898
Balance Sheet

(Rs Mn) FY19A FY20A FY21E FY22E
Sources of Funds

Equity Capital 1,368 1,368 1,368 1,368
Minority Interest 0 0 0 0
Reserves & Surplus 30,677 34,692 35,602 38,335
Net Worth 32,044 36,060 36,969 39,702
Total Debt 35,763 32,562 28,538 28,031
Net Deferred Tax Liability 171 0 0 0
Total Capital Employed 67,979 68,622 65,507 67,734
Applications of Funds

Net Block 20,822 20,276 17,372 15,281
CWIP 0 43 0 0
Investments 5,238 11,444 14,437 14,408
Current Assets, Loans & Advances 83,007 80,009 65,905 76,595
Inventories 25,038 26,309 21,230 25,145
Receivables 14,093 12,397 10,323 12,476
Cash and Bank Balances 1,888 3,219 3,592 4,031
Loans and Advances 7,778 5,880 4,784 5,747
Other Current Assets 34,211 32,204 25,977 29,195
Less: Current Liabilities & Provisions 41,088 43,149 32,208 38,550
Payables 17,547 16,389 12,259 14,010
Other Current Liabilities 23,541 26,761 19,948 24,541
Net Current Assets 41,919 36,859 33,697 38,045
Total Assets 67,979 68,622 65,507 67,734

E — Estimates
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Important Ratios

Particulars FY19A FY20A FY21E FY22E
(A) Margins (%)

Gross Profit Margin 21.9 21.9 21.6 215
EBIDTA Margin 17.8 17.5 16.0 16.5
EBIT Margin 14.3 12.8 9.8 11.2
Tax rate 5.0 26.1 33.0 33.0
Net Profit Margin 6.3 4.6 1.5 3.4
(B) As Percentage of Net Sales (%)

COGS 78.1 78.1 78.5 78.6
Employee 1.9 2.2 2.9 2.6
Other 2.2 2.3 2.7 2.4
(C) Measure of Financial Status

Gross Debt / Equity 1.1 0.9 0.8 0.7
Interest Coverage 2.5 1.9 1.2 1.7
Inventory days 100 107 109 107
Debtors days 56 50 53 53
Average Cost of Debt 16.3 17.9 18.7 19.8
Payable days 70 67 63 59
Working Capital days 167 150 173 161
FAT/O 4.4 4.4 4.1 5.6
(D) Measures of Investment

AEPS (Rs) 41.9 30.4 7.9 21.2
CEPS (Rs) 65.3 61.4 40.1 54.8
DPS (Rs) 1.2 1.2 1.2 1.2
Dividend Payout (%) 2.9 4.0 15.3 5.7
BVPS (Rs) 234.3 263.7 270.3 290.3
RoOANW (%) 21.5 12.6 2.9 7.6
ROACE (%) 21.5 15.3 10.1 12.8
ROAIC (%) 22.2 15.9 10.6 13.5
(E) Valuation Ratios

CMP (Rs) 260 260 260 260
P/E 6.2 8.6 33.2 12.3
Mcap (Rs Mn) 35,622 35,622 35,622 35,622
MCap/ Sales 0.4 0.4 0.5 0.4
EV 69,497 64,965 60,567 59,622
EV/Sales 0.8 0.7 0.9 0.7
EV/EBITDA 4.3 4.1 53 4.2
P/BV 1.1 1.0 1.0 0.9
Dividend Yield (%) 0.5 0.5 0.5 0.5
(F) Growth Rate (%)

Revenue 18.0 (1.7) (20.8) 20.9
EBITDA 15.9 (3.3) (27.5) 24.6
EBIT 15.8 (12.1) (39.1) 37.5
PBT 21.3 (28.5) (72.1) 169.7
APAT 17.2 (27.4) (74.2) 169.7
EPS 17.2 (27.4) (74.2) 169.7
Cash Flow

(Rs Mn) FY19A FY20A FY21E FY22E
CFO 7,512 18,529 13,343 9,825
CFI (8,128) (7,709) (3,081) (3,115)
CFF 892 (9,489) (9,889) (6,271)
FCFF 1,808 15,422 11,843 7,325
Opening Cash 1,613 1,888 3,219 3,592
Closing Cash 1,888 3,219 3,592 4,031

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

Buy >20%
Accumulate 10 to 20%
Reduce 0 to 10%
Sell < 0%

Rating and Target Price History

R9) ) Month Rating TP (Rs.) Price (Rs.)
o — DBL Target Price Feb-19 Buy 79 335
] ‘ Apr-19 Buy 692 609
630 - May-19 Buy 686 468
500 | Aug-19 Buy 556 391
Aug-19 Buy 556 360
410 \ Nov-19 Buy 495 398
300 - Feb-20 Buy 538 384
Mar-20 Buy 335 222
190 — Mar-20 Buy 335 211
3323323323333 3RKKK
é g § § g 5" g 5 3 5} § S é g § E g E‘ *Price as on recommendation date
DART Team
Purvag Shah Managing Director purvag@dolatcapital.com +9122 4096 9747
Amit Khurana, CFA Head of Equities amit@dolatcapital.com +9122 4096 9745
CONTACT DETAILS
Equity Sales Designation E-mail Direct Lines
Dinesh Bajaj VP - Equity Sales dineshb@dolatcapital.com +9122 4096 9709
Kapil Yadav VP - Equity Sales kapil@dolatcapital.com +9122 4096 9735
Yomika Agarwal VP - Equity Sales yomika@dolatcapital.com +9122 4096 9772
Jubbin Shah VP - Derivatives Sales jubbins@dolatcapital.com +9122 4096 9779
Ashwani Kandoi AVP - Equity Sales ashwanik@dolatcapital.com +9122 4096 9725
Lekha Nahar AVP - Equity Sales lekhan@dolatcapital.com +9122 4096 9740
Equity Trading Designation E-mail
P. Sridhar SVP and Head of Sales Trading sridhar@dolatcapital.com +9122 4096 9728
Chandrakant Ware VP - Sales Trading chandrakant@dolatcapital.com  +9122 4096 9707
Shirish Thakkar VP - Head Domestic Derivatives Sales Trading  shirisht@dolatcapital.com +9122 4096 9702
Kartik Mehta Asia Head Derivatives kartikm@dolatcapital.com +9122 4096 9715
Dinesh Mehta Co- Head Asia Derivatives dinesh.mehta@dolatcapital.com +9122 4096 9765
Bhavin Mehta VP - Derivatives Strategist bhavinm@dolatcapital.com +9122 4096 9705

Dolat Capital Market Private Limited.
Sunshine Tower, 28th Floor, Senapati Bapat Marg, Dadar (West), Mumbai 400013
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