Ahluwalia Contracts

Reduce

View: Poor operating performance to continue, downgrade to Reduce
= ACIL reported revenue above estimates, however EBITDA margins and
PAT much below estimates.

= ACIL posted 14.4%/ (59.5%)/ (80.3%) YoY growth in revenue/ EBITDA/
PAT to Rs5.5 bn/ Rs230 mn/ Rs61 mn in Q4FY20.

= We reduce our revenue estimates by 20.1%/ 8.5% for FY21E/ FY22E on
account of lockdown due to covid-19. We factor EBITDA loss in
H1FY21E leading to reduction in EBITDA margin estimates by 712/ 19
bps for FY21E/ FY22E to 4.9%/ 12.0%. Accordingly, we drastically
reduce our PAT estimates by 95.1%/ 13.2% for FY21E/ FY22E. We
estimate a 0.5%/ 35.5% revenue/ PAT CAGR over FY20-22E.

= ACIL should remain a net cash company, with an average RoCE/ RoE of
11.7%/ 7.2% over FY20-22E. The stock is down/ increased ~35%/ 22%
since our Q3FY20 result update/ covid-19 report dated 14 Feb’20/ 24
Mar’20, the current price leaves limited upside. Thus we downgrade to
Reduce with a downward TP of Rs212 (12x FY22E EPS).
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CMP Rs 210
Target / Upside Rs 212 /1%
BSE Sensex 35,382
NSE Nifty 10,430
Scrip Details
Equity / FV Rs 134mn / Rs 2
Market Cap Rs 14bn
USD 186mn
52-week High/Low Rs 370/Rs 136
Avg. Volume (no) 24,497
NSE Symbol AHLUCONT
Bloomberg Code AHLU IN

Shareholding Pattern Mar'20(%)

Promoters 58.0
Sharp contraction in EBITDA margin due to write off MF/Banks/Fls 233
ACIL has written off Rs270 mn/ Rs420 mn in Q4FY20/ FY20 resulting in  Flls 15.5
sharp 764 bps/ 422 bps YoY contraction in EBITDA margin to 4.2%/ 8.1%. Public / Others 32
Adjusting the write off, EBITDA margin is lower by 272 bps/ 199 bps YoY to
9.1%/ 10.3%. Valuation (x)
Order book at 4.2x (FY20 revenue) FY20A FY21E Fv22E
ACIL received fresh orders worth Rs41.5 bn/ Rs32.4 bn during FY19/ FY20 P/E 21.9 2480 11.9
and is L1 in orders worth Rs5 bn (Sion hospital). With comfortable EV/EBITDA 79 159 4.9
ordirbogk,_lmanlz_:]gemen'ijwill be Ief]s agrg]ressi\r/]e in furtTer Zidding and _mll ROE (%) 8.4 0.7 13.7
opt for similar clients and geogra where they are alrea resent. The
cSrrent order book (Rs79.6gbn§ inFc)qu:ling L1, pro\\//ides revenZepvisibiIity for ROACE (%) 124 >4 18.0
4.2x FY20 revenue. Government orders contribute 80% vs. 88% (FY19) v/s
32% (FY14). We reduce/ maintain our order inflow estimates to Rs20 bn/  Estimates (Rs mn)
Rs30 bn for FY21E/ FY22E. EY20A FY21E FY22E
Revenue 18,849 14,571 19,038
EBITDA 1,530 708 2,285
Q4FY20 Result (Rs Mn)
PAT 644 57 1,183
Particulars Q4FY20 4FY19  YoY (% 3FY20 0Q (% EPS (Rs.) 0.6 0.8 177
Revenue 5,492 4,874 12.7 4,980 10.3 i i i i
Total Expense 5,262 4,307 22.2 4,544 15.8
EBITDA 230 567 (59.5) 436 (47.3)
Depreciation 81 70 15.5 81 (0.3)
EBIT 149 497  (70.1) 355 (58.0)
Other Income 29 32 (8.2) 25 15.9 VP Research: Shravan Shah
Interest 101 52 96.4 93 8.3 Tel: +91 22 40969749
EBT 77 477 (84.0) 286 (73.3) E-mail: shravans@dolatcapital.com
Tax 16 167  (90.7) 75 (79.2)
RPAT 61 310 (80.3) 211 (71.1) Associate: Maulik Shah
APAT 61 310  (80.3) 211 (71.1) Tel- +91 22 40969775
(bps) (bps) E-mail: mauliks@dolatcapital.com
Gross Margin (%) 18.4 21.3 (297) 20.8 (242)
EBITDA Margin (%) 4.2 11.6 (745) 8.7 (457)
NPM (%) 1.1 6.4 (525) 4.2 (313)
Tax Rate (%) 20.3 35.0  (1478) 26.1 (586)
EBIT Margin (%) 2.7 10.2 (749) 7.1 (441) DOLATCAPITAL”
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Exhibit 1: Actual vs. DART estimates

(in Rs mn) Actual DART Est. % Variation Comment
Revenue 5,492 4,562 20.4 Better execution than estimates
EBITDA 230 459 (50.0) -
; Higher construction and other expenses (incl.
EBITDA Margin (%) 4.2 10.1 (589 bps) provision worth Rs270 mn)
Adj. PAT 61 255 (76.0) Poor operating performance

Source: Company, DART

Exhibit 2: Change in estimates — Drastically reduce FY21E estimates

(Rs mn) FY21E FY22E

New oid % chg New oid % chg
Revenue 14,571 18,227 (20.1) 19,038 20,815 (8.5)
EBITDA 708 2,182 (67.6) 2,285 2,538 (10.0)
EBITDA Margin (%) 4.9 12.0 (712) 12.0 12.2 (19)
Adj. PAT 57 1,162 (95.1) 1,183 1,363 (13.2)
EPS (Rs) 0.8 17.3 (95.1) 17.7 20.3 (13.2)

Source: Company, DART

Key earnings takeaways

ACIL expects EBITDA level loss in Q1FY20E and Q2FY20E. Fixed cost per
quarter stands at Rs400 mn.

ACIL took a write off of Rs420 mn in FY20 (Rs150 mn/ Rs 270 mn in Q3FY20/
Q4FY20). Few minor provisions are expected in FY21E.

If not for Covid-19 and NGT ban, FY20 revenue growth would be 20% YoY vs.
actual growth of 7.4%.

ACIL is L1 in Sion hospital order worth Rs5 bn.

ACIL has comfortable orderbook and will be less aggressive in bidding. Will
work with same clients and states currently. Removed 2 orders from
orderbook worth Rs7.3 bn (Rs5.4 bn - Charbagh NBCC and Rs1.93 bn — Delhi
agricultural order).

ACIL has very few fixed price contracts; rest all have built in escalation clause.

Clients in hospital sector asking to ramp up the execution. Labour at AIIMS
Kalyani and Nagpur currently at 1,000 labours vs. nil in Mar’20.

Labour strength currently at 25% and expect 50% by Aug’20. (Labour
strength in Bihar at 50%).

Work commenced on all sites but projects in Maharashtra and Delhi are slow
due to higher cases.

Payment issues in Kolkata order (Rs2.6 bn). Slowdown in Amity orders as
well; should pick up in 2-3 months. Billing of Gardanibagh project should
start in Aug’20. Parivahan project concrete work going on and moving in full
speed. Mohammadpur project ground work started but bit slow.

Already received advance of Rs500 mn in Mar’20 for Central Vista project.

Mobilization advance/ Retention money stood at Rs2.07 bn/ Rs1.74 bn as on
FY20. Gross Debt stood at Rs460 mn as on FY20.
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Exhibit 3: Q4FY20 Performance (Standalone)

4FY20 4FY19  YoY (% 3FY20 0Q (% FY20 FY19 YoY (%
Revenue 5,492 4,801 14.4 4,980 10.3 18,849 17,547 7.4
Raw materials 2,715 2,332 16.4 2,451 10.7 9,047 8,007 13.0
Operating expenses 269 196 36.7 225 19.3 955 792 20.5
Employees cost 423 348 213 370 14.1 1,543 1,433 7.7
Sub - contract 1,500 1,233 21.7 1,268 18.3 5,036 4,702 7.1
Other expenditure 356 124 186.8 229 55.5 738 449 64.3
Total expenditure 5,262 4,234 24.3 4,544 15.8 17,319 15,382 12.6
EBITDA 230 568 (59.5) 436 (47.3) 1,530 2,165 (29.3)
Depreciation 81 70 15.5 81 (0.3) 319 276 15.7
Operating profit 149 497 (70.1) 355 (58.0) 1,211 1,889 (35.9)
Other income 29 32 (8.2) 25 15.9 104 98 6.9
EBIT 178 529 (66.4) 380 (53.2) 1,316 1,987 (33.8)
Interest 101 52 96.4 93 8.3 350 192 82.1
EBT 77 478 (84.0) 286 (73.3) 966 1,795 (46.2)
Provision for taxation 16 167 (90.7) 75 (79.2) 322 621 (48.2)
Net income 61 310 (80.3) 211 (71.1) 644 1,174 (45.1)
EPS (Rs) 0.9 4.6 (80.3) 3.2 (71.1) 9.6 17.5 (45.1)

(bps) (bps)

EBIDTA Margin (Excl. O.1.) 4.2 11.8 (764) 8.7 (457) 8.1 12.3 (422)
EBIDTA Margin (Incl. O.1.) 4.7 12.5 (777) 9.3 (454) 8.7 12.9 (422)
NPM (%) 1.1 6.4 (531) 4.2 (312) 3.4 6.7 (325)
Tax/PBT (%) 20.3 35.0 (1,478) 26.1 (586) 333 34.6 (131)
Construction/Revenue (%) 81.6 78.3 330 79.2 242 79.8 76.9 284

Source: Company, DART
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Exhibit 1: Rs74.6 bn order book break up

Exhibit 2: Order book trend (Standalone)
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Exhibit 3: 0.5% revenue CAGR over FY20-22E

Source: Company, DART

Exhibit 4: EBITDA Margin trend
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Profit and Loss Account

(Rs Mn) FY19A FY20A FY21E FY22E
Revenue 17,547 18,849 14,571 19,038
Total Expense 15,382 17,319 13,864 16,754
COGS 13,500 15,038 11,686 14,359
Employees Cost 1,433 1,543 1,698 1,867
Other expenses 449 738 480 528
EBIDTA 2,165 1,530 708 2,285
Depreciation 276 319 367 411
EBIT 1,889 1,211 341 1,873
Interest 192 350 390 420
Other Income 98 104 125 138
Exc. / E.O. items 0 0 0 0
EBT 1,795 966 76 1,591
Tax 621 322 20 408
RPAT 1,174 644 57 1,183
Minority Interest 0 0 0 0
Profit/Loss share of associates 0 0 0 0
APAT 1,174 644 57 1,183
Balance Sheet

(Rs Mn) FY19A FY20A FY21E FY22E
Sources of Funds

Equity Capital 134 134 134 134
Minority Interest 0 0 0 0
Reserves & Surplus 7,250 7,906 7,943 9,106
Net Worth 7,384 8,040 8,077 9,240
Total Debt 611 470 450 450
Net Deferred Tax Liability (283) (236) (227) (218)
Total Capital Employed 7,712 8,275 8,300 9,472
Applications of Funds

Net Block 1,862 2,208 2,141 2,230
CWIP 4 2 2 2
Investments 63 63 63 63
Current Assets, Loans & Advances 12,651 15,092 13,353 15,732
Inventories 1,481 2,208 1,802 2,010
Receivables 5,950 5,973 4,809 6,187
Cash and Bank Balances 2,092 2,439 3,278 3,390
Loans and Advances 0 0 0 0
Other Current Assets 3,128 4,472 3,464 4,144
Less: Current Liabilities & Provisions 6,868 9,089 7,259 8,555
Payables 4,285 5,231 4,159 4,859
Other Current Liabilities 2,583 3,858 3,100 3,696
Net Current Assets 5,783 6,002 6,094 7,178
Total Assets 7,712 8,275 8,300 9,472

E — Estimates

July 01, 2020
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Important Ratios

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

Gross Profit Margin 23.1 20.2 19.8 24.6
EBIDTA Margin 12.3 8.1 4.9 12.0
EBIT Margin 10.8 6.4 2.3 9.8
Tax rate 34.6 33.3 25.6 25.6
Net Profit Margin 6.7 3.4 0.4 6.2
(B) As Percentage of Net Sales (%)

COGS 76.9 79.8 80.2 75.4
Employee 8.2 8.2 11.6 9.8
Other 2.6 3.9 3.3 2.8
(C) Measure of Financial Status

Gross Debt / Equity 0.1 0.1 0.1 0.0
Interest Coverage 9.8 3.5 0.9 4.5
Inventory days 31 43 45 39
Debtors days 124 116 120 119
Average Cost of Debt 42.3 64.7 84.7 93.3
Payable days 89 101 104 93
Working Capital days 120 116 153 138
FAT/O 9.4 8.5 6.8 8.5
(D) Measures of Investment

AEPS (Rs) 17.5 9.6 0.8 17.7
CEPS (Rs) 21.6 14.4 6.3 23.8
DPS (Rs) 0.4 0.4 0.3 0.3
Dividend Payout (%) 2.1 3.8 354 1.7
BVPS (Rs) 110.2 120.0 120.6 137.9
RoOANW (%) 17.3 8.4 0.7 13.7
ROACE (%) 19.5 124 5.4 18.0
ROAIC (%) 25.6 17.4 8.2 28.9
(E) Valuation Ratios

CMP (Rs) 210 210 210 210
P/E 12.0 21.9 248.0 11.9
Mcap (Rs Mn) 14,081 14,081 14,081 14,081
MCap/ Sales 0.8 0.7 1.0 0.7
EV 12,600 12,113 11,252 11,140
EV/Sales 0.7 0.6 0.8 0.6
EV/EBITDA 5.8 7.9 15.9 4.9
P/BV 1.9 1.8 1.7 1.5
Dividend Yield (%) 0.2 0.2 0.1 0.1
(F) Growth Rate (%)

Revenue 6.6 7.4 (22.7) 30.7
EBITDA (1.3) (29.3) (53.7) 222.8
EBIT (2.4) (35.9) (71.8) 449.2
PBT 2.6 (46.2) (92.1) 1983.6
APAT 1.7 (45.1) (91.2) 1983.6
EPS 1.7 (45.1) (91.2) 1983.6
Cash Flow

(Rs Mn) FY19A FY20A FY21E FY22E
CFO 857 1,097 1,446 914
CFI (203) (386) (175) (362)
CFF 191 (364) (431) (440)
FCFF 564 734 1,145 414
Opening Cash 1,247 2,092 2,439 3,278
Closing Cash 2,092 2,439 3,278 3,390

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.)
, —AHLU Target Price Feb-19 Buy 411 261
80 1 \ ‘ May-19 Buy 451 351
410 - Aug-19 Buy 333 278
340 | Sep-19 Buy 333 315
\A-'J’J\ Nov-19 Buy 302 286
270 - Feb-20 Buy 335 326
200 - Mar-20 Accumulate 224 172
W Mar-20 Buy 224 179
130 ——T — — T —— —— T —— — —
3333223333333 88888¢8¢8
,f_,cﬁ § g 5" § ,5, 3 g § 8 é g E E g E‘ g é 3 “Price as on recommendation date
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Purvag Shah Managing Director purvag@dolatcapital.com +9122 4096 9747
Amit Khurana, CFA Head of Equities amit@dolatcapital.com +9122 4096 9745
CONTACT DETAILS
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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.

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

Il. 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.
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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
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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
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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.
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the company(ies) mentioned herein or (b) be engaged in any other transaction involving such securities and earn brokerage or other compensation or act
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have any other potential conflict of interests with respect to any recommendation and other related information and opinions. This report is neither an
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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
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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)
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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.

Dolat Capital Market Private Limited.

Corporate Identity Number: U65990DD1993PTC009797
Member: BSE Limited and National Stock Exchange of India Limited.
SEBI Registration No: BSE - INB010710052 & INF010710052, NSE - INB230710031& INF230710031, Research: INHO00000685
Registered office: Office No. 141, Centre Point, Somnath, Daman — 396 210, Daman & Diu
Board: +9122 40969700 | Fax: +9122 22651278 | Email: research@dolatcapital.com | www.dolatresearch.com

Our Research reports are also available on Reuters, Thomson Publishers, DowJones and Bloomberg (DCML <GO>)



