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Ends year on weak note, COVID-19 hits business hard

® VRL Logistics (VRLL) reported a 3% fall in 4Q and muted topline in
FY20, as the difficult macroeconomic conditions put pressure on both
goods and bus segments.

"  Management highlighted the following: (1) No major capex for FY21.
Added 229 GT vehicles in Q4 (2) Price hikes taken to offset volume
fall. (3) IND-AS and COVID-19 impacted the operating profit and
bottom-line. (4) Focus on client addition (5) Cost control measures
taken like pay cuts (6) Improvement in availability of workers and
drivers (7) Asked for rent waiver for April month

= We expect losses in FY21E due to loss of revenue and relatively higher
fix cost. Expect recovery from H2FY21E with improvement in business
segments. Accordingly, we lower our fair value target to Rs 175 at 16x
FY21 PE and maintain Accumulate rating.

Topline declines 3% YoY, Sharp fall in operating profit
VRLL's Q4FY20 revenue growth declined 2.9% YoY, driven by Passenger

CMP Rs 155
Target / Upside Rs 175/ 13%
BSE Sensex 34,949
NSE Nifty 10,311
Scrip Details
Equity / FV Rs 903mn / Rs 10
Market Cap Rs 14bn
USD 184mn
52-week High/Low Rs 302/Rs 130
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Shareholding Pattern Mar'20(%)

segment degrowth of ~-21% YoY while Goods segment remained flat YoY. Promoters 68.1
Air charter segment continues to do well with a growth of 75% YoY during  MF/Banks/Fls 203
the quarter. FY20, revenue remained flat YoY to Rs 21.2Bn driven 1% FllIs 5.5
tonnage growth and flat realization. Goods segment/Bus segment grew by pyplic / Others 6.1
2% YoY/-10% YoY. Bus segment witnessed 25% fall in passenger offset by
5% realization growth. Adj to IND-AS ,EBITDA came lower 47% YoY to Rs  Valuation (x)
314mn. Margins at 6.3% vs 11.7% YoY/10.7% QoQ. GT segment EBITDA
margins stood at 11.5% vs. 13.3% YoY/13.4% QoQ while EBITDA stood at FY20A FV21E FY22F
Rs 479mn, down 13% YoY/-21% QoQ. Bus segment EBITDA margins at 9.2% P/E 14.6 (111.0) 13.9
vs 10% YoY/17.9% QoQ while EBITDA stood at Rs 65mn, down 27% YoY/- EV/EBITDA 7.3 15.7 5.8
62% QoQ. Overall cost grew by 3% YoY/-6% QoQ. Operating expenses grew  Rrog (%) 152 (2.1) 17.5
by 2% YoY/-8% QoQ while Employee cost grew by 6% YoY/-2% QoQ. Other ROACE (% 155 03 143
expenses remained flat YoY/+4% QoQ. Adj PAT at Rs 34mn, down 83% ° (%) i (0.3) i
YoY/-87% QoQ. Reported PAT dipped 90% YoY to Rs 21mn . Overall the
company added356 GT vehicle in FY20 to 4754 vehicles vs 4398 vehicles in  Estimates (Rs mn)
FY19. Net debtincreased from Rs. ~1.3Bn (FY19) to Rs 1.8 Bn in FY20. Capex EY20A FY21E FY22E
r:c;rcﬁl\s? stood at Rs 1.2Bn vs Rs 2.1Bn in FY19 (Vehicle addition and Surat Revenue 21185 16150 20,850
' EBITDA 2,143 986 2,537
Q4FY20 Result (Rs Mn)
PAT 958 (126) 1,009
Particulars Q4FY20 4FY19  YoY (% 3FY20 0Q (%
Revenue 2978 5129 (29 5573 (107) LR 106 (4 112
Total Expense 4,664 4,529 3.0 4,977 (6.3)
EBITDA 314 600  (47.7) 595 (47.3)
Depreciation 257 255 0.8 258 (0.2)
EBIT 57 345  (83.6) 338 (83.2)
Other Income 24 19 31.1 24 2.1 VP Research: Vinod Chari
Interest 36 37 (4.4) 27 31.4 Tel: +91 22 40969776
EBT 46 326 (86.0) 335 (86.4) E-mail: vinodc@dolatcapital.com
Tax 11 121 (90.6) 68 (83.3)
RPAT 34 205 (83.3) 266 (87.2) Associate: Nishant Shah
APAT 34 205 (83.3) 266 (87.2) Tel- +9122 409697758
(bps) (bps) nishant.shah@dolatcapital.com
Gross Margin (%) 26.9 30.7 (379) 29.3 (242)
EBITDA Margin (%) 6.3 11.7  (540) 107 (438)
NPM (%) 0.7 4.0 (331) 4.8 (409)
Tax Rate (%) 24.9 371 (1221) 20.4 455
EBIT Margin (%) 1.1 6.7 (559) 6.1 (492) DOLATCAPITAL®
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Exhibit 1: Actual VV/s DART estimates

(Rs mn) Actual Estimated % Variance Consensus % Variance| Remarks

Net sales 4,978 4,982 (0.1) 5,242 (5.0)| Contraction in Bus segment

EBITDA* 314 653 (52.3) 697 (55.0) !_ower Revenue and marginal growth
in cost

EBITDA Margin (%) 6.3 13.2 -691bps 13.3 -699bps

PAT* 34 163 (79.0) 188 (81.8)| Adj to IND-AS, lower operating profit

EPS 0.4 1.8 (79.0) 2.1 (81.8)

Source: Company, DART

Note:*EBITDA & PAT adj to IND-AS

Maintain Accumulate
We expect losses in FY21E due to loss of revenue and relatively higher fix cost. Expect
recovery from H2FY21E with improvement in business segments. Accordingly, we
lower our fair value target to Rs 175 at 16x FY21 PE and maintain Accumulate rating.

Exhibit 2: Change in estimates

Key Parameters FY21E FY22E

(o][¢] New % Chg (o][¢] New % Chg
Revenue (Rs m) 22,373 16,150 (27.8) 23,876 20,858 (12.6)
EBITDA (Rs m) 3,257 986 (69.7) 3,618 2,540 (29.8)
EBITDA margin (%) 13.2 6.1 -707bps 15.2 12.2 -298bps
Net profit (Rs m) 1,109 (126) Nm 1,339 1,011 (24.5)
EPS (Rs) 12.3 (1.4) Nm 14.8 11.2 (24.5)
Source: Company, DART
Exhibit 3: Key Assumptions in our estimates

FY18 FY19 FY20E FY21E FY22E

Goods transport 15,172 16,860 17,247 13,093 16,745
% growth 6.4 11.1 2.3 (24.1) 27.9
Bus operations 3,587 3,803 3,437 2,566 3,529
% growth 10.0 6.0 (9.6) (25.3) 37.5
Sale of power 217 221 186 144 194
% growth (7.4) 1.7 (15.6) (23.0) 35.0
Air chartering service 131 107 198 248 273
% growth (18.1) (18.3) 84.9 25.0 10.0
Un-allocable revenue 115 104 117 100 110
% growth 2.8 (10.0) 12.3 (14.0) 10.0
Total 19,223 21,095 21,185 16,151 20,850
% growth 6.6 9.7 0.4 (23.8) 29.1

Source: DART, Company
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Topline falls 3%, Profits declines sharply

VRLL's Q4 topline declined by 2.9% YoY to Rs 5Bn (Inline) driven by Passenger
segment de-growth of ~-21% YoY while Goods segment remained flat YoY. Air
charter segment continues to do well with a growth of 75% YoY during the quarter.
FY20, revenue remained flat YoY to Rs 21.2Bn driven by 2% YoY in Goods segment
offset with -10% decline in Bus segment. Adjto IND-AS ,EBITDA came lower 47% YoY
to Rs 314mn. Margins at 6.3% vs 11.7% YoY/10.7% QoQ. Reported EBITDA Margins
came lower at 11.4% while reported EBITDA declined 6% YoY/-29% QoQ to Rs 566mn
in Q4. Overall cost grew by 3% YoY/-6% QoQ. Operating expenses grew by 2% YoY/-
8% QoQ while Employee cost grew by 6% YoY/-2% QoQ. Other expenses remained
flat YoY/+4% QoQ. GT segment EBIT margins dropped sharply to 3.4% vs. 10%
YoY/7.1% QoQ. Bus segment’s EBIT margins at 1.1% vs 3.2% YoY/11.4% QoQ. Adj PAT
at Rs 34mn, down 83% YoY/-87% QoQ. Reported PAT dipped 90% YoY to Rs 21mn .

GT volumes 1% YoY; Focus on client and new routes addition

In Q4FY20, GT segment revenue remained flat YoY, driven by +1% YoY volume
growth (FY20 growth at 6% YoY). However, realisation remained flattish YoY( FY20:
-3% YoY). Increase in tonnage YoY was driven by addition of new customers. Added
non-contractual business clients in Karnataka, Gujarat and few other places. Gained
6-8% market shares due to client addition. The new Surat facility has restarted with
some volume improvement in June. The company has taken price hikes in order to
mitigate overhead cost and offset the very low volumes.. It focused more on FTL
segment in May. LTL: FTL mix stood at 89%:11% in FY20. During the quarter,
company had used more of owned vehicles as a result, there was a reduction in lorry
hire charges while there was Increase in Vehicle repairs and maintenance expense.

Passenger segment: The segment declined by -21% YoY, driven by a decline in
number of buses resulted into -25% drop in passenger growth, while realization
increased by 5% YoY. Total buses stood at 337 vs 381 YoY/354 QoQ. EBITDA margins
at9.2%vs 10% YoY/17.9% QoQ. EBITDA stood at Rs 65mn, down 27% YoY/-62% QoQ.
It reported 328bps EBITDA margin improvement to 14.2% in FY20 vs 10.9% in FY19.
The company drives revenues in Q1 due to marriage season and vacation in schools.
However, this time none of passenger buses were operational resulting complete
loss of revenues. Buses moving with lot of restrictions on the heavy traffic routes like
Mumbai-Pune, Ahmedabad-Surat, and cities like Delhi, Chennai, Hyderabad. Social
distancing and very low travelling population will affect the business. Don’t foresee
buses operating on a full seat capacity basis. The company will allocate buses on high
margin routes.

Other highlights

(1) Gross addition in GT vehicles was 520 (SV - 64 vehicles, LCV-22 Vehicles, HGV -
432 vehicles, Tankers2 vehicles). 164 vehicles sold/scrapped. Overall 356 GT vehicle
was added in FY20 to 4754 vehicles vs 4398 vehicles in FY19. Bus numbers reduced
to 337 vs 354 QoQ/381 YoY, which impacted passenger numbers. Overall vehicles
stood at 5091 vs 4779 YoY/4879 QoQ (2) Procurement of Bio-fuel @18.37% of Total
fuel quantity in Q4FY20 vs 29.1% QoQ (FY20: 28.03%). Bio-fuel quantity increased by
8.58% in FY20 vs 19.45% of total quantity in FY19. (3) Net debt rose by 490mn to Rs
1.77Bn from Rs ~1.3Bn (FY19). (4) FY20 capex at RS 1.2Bn. No capex for FY21(5) It
faced the problem of scarcity in Drivers and labor for material handling. Many drives
deserted their post in order to reach to their native villages during April/May (6) Cost
cutting measures: (a) More focus on bio-diesel usage. (b) Pay cut by the middle and
senior level employees, Salary cuts (below 50k:-10%, 50k-1L: -15% and 1L+: -20%)
will result saving of Rs 10mn/ month. (c) change in maintenance schedule of GT
vehicles will result some cost benefit. (7) Cloth remains the major commodity
forming 12% now vs 15-16% in pre-COVID era. Agri and Pharma products have
increased by 3-4%. Paints , FMCG (house hold items) have seen growth while printed
goods/education related items, manufacturing goods have witnessed a decline.
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Exhibit 4: Result Snapshot

(Rs mn) Q4_FY19 Q1FY20 Q2FY20 Q3FY20 QA4FY20 YoY (%) QoQ(%) FY20 FY19 YoY (%)
Net sales 5,129 5,396 5,238 5,573 4,978 (2.9) (10.7) 21,185 21,095 0.4
Expenditure 4,529 4,693 4,708 4,977 4,664 3.0 (6.3) 19,042 18,655 2.1
Operating Expense 3,557 3,676 3,686 3,940 3,641 2.4 (7.6) 14,943 14,743 1.4
Employees Cost 906 925 950 973 957 5.7 (1.6) 3,805 3,667 3.8
Other Expenses 67 92 72 64 67 (0.1) 3.7 294 245 19.9
Operating profit 600 704 530 595 314 (47.7) (47.3) 2,143 2,440 (12.2)
Other income 19 24 31 24 24 311 2.1 103 79 30.2
Interest 37 27 25 27 36 (4.4) 31.4 115 109 6.1
Depreciation 255 259 258 258 257 0.8 (0.2) 1,031 1,006 2.5
PBT 326 442 278 335 46 (86.0) (86.4) 1,100 1,405 (21.7)
Tax 121 150 -87 68 11 (90.6) (83.3) 142 486 (70.8)
PAT 205 292 366 266 34 (83.3) (87.2) 944 919 2.7
EPS (Rs) 2.3 3.2 4.0 2.9 0.4 (83.3) (87.2) 11 10 4.5
Source: Company, DART

Exhibit 5: As a % of Sales

% of Sales Q4FY19 Q1FY20 Q2FY20 Q3FY20 QA4FY20 YoY (%) QoQ(%) FY20 FY19 YoY (%)
Operating Expense 69.3 68.1 70.4 70.4 70.7 136bps  34bps 70.5 69.9  64bps
Employees Cost 17.7 17.1 18.1 18.1 17.5 -20bps -68bps 18.0 17.4  58bps
Other Expenses 1.3 1.7 1.4 1.4 1.2 -15bps -22bps 1.4 1.2  23bps
EBITDA Margins( %) 11.7 13.0 10.1 10.7 6.3 -540bps -438bps 10.1 11.6 -145bps
PAT Margins (%) 4.0 54 7.0 4.8 0.7 -331bps -409bps 4.5 4.4 10bps
Source: Company, DART

Exhibit 6: Segment wise

(Rs mn) Q4FY19 Q1FY20 Q2FY20 Q3FY20 QA4FY20 % $2$ % Chg QoQ  FY20 FY19 YoY (%)
Revenue

Goods transport 4166 4234 4320 4526 4166 0.0 (8.0) 17,239 16,853 2.3
Bus operations 888 1040 745 947 706 (20.5) (25.4) 3,437 3,803 (9.6)
EBITDA

Goods transport 553 629 585 608 479 (13.4) (21.2) 2,301 2,052 12.1
Bus operations 88 205 46 170 65 (26.9) (61.9) 486 414 17.6
Margin %

Goods transport 13 15 14 13 11 -179bps  -193bps 13.3 12.2  117bps
Bus operations 10 20 6 18 9 -80bps -875bps 14.2 10.9 328bps
EBIT

Goods transport 416 356 294 320 142 (65.9) (55.8) 1,112 1,521 (26.9)
Bus operations 28 137 (19) 108 8 (71.8) (92.6) 233 166 40.7
Margin %

Goods transport 10.0 8.4 6.8 7.1 3.4 -657bps  -367bps 6.4 9.0 -258bps
Bus operations 3.2 13.1 (2.6) 11.4 1.1 -205bps -1024bps 6.8 4.4  243bps

Source: Company, DART
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Exhibit 7: Revenue and Revenue growth trend Exhibit 8: EBITDA and EBITDA growth trend
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Exhibit 9: PAT and PAT growth trend Exhibit 10: EBITDA margin trend
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Exhibit 11: Split of fleet Exhibit 12: Proportion of bio-diesel (%)
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Exhibit 13: Goods transport revenue and growth Exhibit 14: Goods transport EBITDA and margin trend
trend
4,600 - 17 - 20 800 - is - 20
i 14 14 13
4400 71 o L 15 600 1 1313 11 | 15
10 10
4,200 A 9
- 10 400 A r 10
4,000 A
3,800 1 -5 200 1 [
3'600 A i 0 O ’ [ce] [e)} [e)} [e)} [e)} o o o o j 0
o0 [e)} (o)} [e)} [e)] o o o o
s g2 gggg g S
S 5 5 5 %5 5855 % S o 8 5 % 9§ & %
o o o o o o o o o g (o] g (o] (o] g (o] (o] g
E Goods transport revenue (Rs m) - LHS EEN Goods transport EBITDA (Rs m) - LHS
—o—YoY growth (% ) - RHS —o— EBITDA Margin (%) - RHS
Source: Company, DART Source: Company, DART

Exhibit 15: Bus operation revenue and growth trend Exhibit 16: Bus operation EBITDA and margin trend
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Exhibit 17: GT volume and realisation growth trend Exhibit 18: Segmental revenue split (%)
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Profit and Loss Account

(Rs Mn) FY19A FY20A FY21E FY22E
Revenue 21,095 21,185 16,150 20,850
Total Expense 18,655 19,042 15,164 18,313
COGS 14,743 14,943 11,161 14,022
Employees Cost 3,667 3,805 3,729 3,990
Other expenses 245 294 274 301
EBIDTA 2,440 2,143 986 2,537
Depreciation 1,006 1,031 1,103 1,183
EBIT 1,434 1,112 (117) 1,354
Interest 109 115 105 121
Other Income 79 103 96 115
Exc. / E.O. items 0 0 0 0
EBT 1,405 1,100 (126) 1,348
Tax 486 142 0 339
RPAT 919 958 (126) 1,009
Minority Interest 0 0 0 0
Profit/Loss share of associates 0 0 0 0
APAT 919 958 (126) 1,009
Balance Sheet

(Rs Mn) FY19A FY20A FY21E FY22E
Sources of Funds

Equity Capital 903 903 903 903
Minority Interest 0 0 0 0
Reserves & Surplus 5,556 5,265 4,688 5,064
Net Worth 6,459 6,169 5,591 5,968
Total Debt 1,411 1,905 1,605 1,705
Net Deferred Tax Liability 738 440 440 440
Total Capital Employed 8,608 8,514 7,636 8,113
Applications of Funds

Net Block 7,051 9,903 9,044 8,261
CWIP 416 44 0 0
Investments 1 1 1 1
Current Assets, Loans & Advances 2,311 2,221 2,425 3,532
Inventories 298 293 374 351
Receivables 795 823 929 914
Cash and Bank Balances 131 134 72 1,050
Loans and Advances 0 0 0 0
Other Current Assets 1,086 971 1,051 1,217
Less: Current Liabilities & Provisions 1,170 3,655 3,834 3,681
Payables 61 35 53 69
Other Current Liabilities 1,109 3,620 3,781 3,612
Net Current Assets 1,141 (1,434) (1,409) (149)
Total Assets 8,608 8,514 7,636 8,113

E — Estimates
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Important Ratios

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

Gross Profit Margin 30.1 29.5 30.9 32.8
EBIDTA Margin 11.6 10.1 6.1 12.2
EBIT Margin 6.8 5.2 (0.7) 6.5
Tax rate 34.6 12.9 0.0 25.2
Net Profit Margin 4.4 4.5 (0.8) 4.8
(B) As Percentage of Net Sales (%)

COGS 69.9 70.5 69.1 67.3
Employee 17.4 18.0 23.1 19.1
Other 1.2 1.4 1.7 1.4
(C) Measure of Financial Status

Gross Debt / Equity 0.2 0.3 0.3 0.3
Interest Coverage 13.2 9.7 (1.1) 11.2
Inventory days 5 5 8 6
Debtors days 14 14 21 16
Average Cost of Debt 9.8 6.9 6.0 7.3
Payable days 1 1 1 1
Working Capital days 20 (25) (32) (3)
FAT/O 3.0 2.1 1.8 2.5
(D) Measures of Investment

AEPS (Rs) 10.2 10.6 (1.4) 11.2
CEPS (Rs) 21.3 22.0 10.8 24.3
DPS (Rs) 5.5 7.0 5.0 7.0
Dividend Payout (%) 54.1 66.0 (358.6) 62.7
BVPS (Rs) 71.5 68.3 61.9 66.1
ROANW (%) 14.8 15.2 (2.1) 17.5
ROACE (%) 12.7 12.5 (0.3) 14.3
ROAIC (%) 18.1 13.2 (1.5) 18.5
(E) Valuation Ratios

CMP (Rs) 155 155 155 155
P/E 15.2 14.6 (111.0) 13.9
Mcap (Rs Mn) 13,977 13,977 13,977 13,977
MCap/ Sales 0.7 0.7 0.9 0.7
EV 15,257 15,747 15,510 14,631
EV/Sales 0.7 0.7 1.0 0.7
EV/EBITDA 6.3 7.3 15.7 5.8
P/BV 2.2 2.3 2.5 2.3
Dividend Yield (%) 3.6 4.5 3.2 4.5
(F) Growth Rate (%)

Revenue 9.7 0.4 (23.8) 29.1
EBITDA 4.2 (12.2) (54.0) 157.3
EBIT 5.0 (22.5) (110.5) (1261.1)
PBT 0.8 (21.7) (111.5) (1170.5)
APAT (0.7) 4.2 (113.1) (901.1)
EPS (0.7) 4.2 (113.1) (901.1)
Cash Flow

(Rs Mn) FY19A FY20A FY21E FY22E
CFO 1,922 2,573 899 1,916
CFI (2,094) (1,186) (104) (285)
CFF 110 (1,384) (857) (653)
FCFF (190) 1,346 699 1,516
Opening Cash 194 131 134 72
Closing Cash 131 134 72 1,050

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.)
320 VRLL Target Price Feb-19 Accumulate 300 249
| ‘ \ \ Nov-19 Accumulate 290 268
280 P‘J\I\ Feb-20 Accumulate 285 263
Mar-20 Accumulate 236 154
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