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Likhitha Infrastructure Ltd

Issue Opens On Issue Closes On Price Band (INR)  Issue Size (INRcr.) Rating
Tuesday, 29t September 2020  Thursday, 015t October 2020 17 -120 61.20 SUBSCRIBE

Likhitha Infrastructure Ltd (LIL) incorporated in 1998, is an oil & gas pipeline infrastructure service provider in India. The
company is engaged in providing oil & gas pipelines, city gas distribution projects, Cross-Country Pipeline Projects, and
operations and maintenance services. It is the first company that has executed the first Trans-National Cross-Country
Hydrocarbon Pipeline Project between India and Nepal.

With over 20 years of existence, it has spread its geographical presence across more than 16 states and 2 Union Territories in
India such as Delhi, West Bengal, Telangana, Gujarat, Andhra Pradesh, Madhya Pradesh, Bihar, Chandigarh, Haryana, Kerala,
Orissa, Uttar Pradesh, etc. Company has a strong client base in India including both the private and public players such as
ONGC, IGL, HCG, Indian Oil, GAIL India, etc. The company has successfully laid over 600 Kms of Oil & Gas pipelines including
steel and Medium-Density Polyethylene (MDPE) network in past 5 years. Additionally, the Company has laid approximately 800
kms of Oil and Gas pipelines for on-going projects. As of July 31, 2020, LIL has been engaged on more than 31 on-going projects
across India. LIL reported revenue of INR 161 cr, EBIT of INR 27 cr and PAT of INR 20 crin FY20. LIL has reported robust revenue
CAGR of 39.0% over FY15-FY20, and has steadily improved profitability as well, from 8.2% PAT margin in FY18 to 12.3% in FY2o0.

OFFER STRUCTURE

Indicative Timetable
Particulars IPO Details

Bid/Offer Opens Date 29" September 2020
No. of Units g Bid/Offer Closes Date o1t October 2020
(Lakhs) ' Finalisation of Basis of Allotment with Stock

07t October 2020

Exchange
Price band 17 -120 Initiation of Refunds 08t October 2020
(INR/share)

Credit of Equity Shares to Demat accounts 09t October 2020
Face Value : ;

10 Commencement of trading of the Equity

(INR/share) 12th October 2020

Shares on the stock Exchanges
Source: IPO Prospectus, KRChoksey Research Source: IPO Prospectus, KRChoksey Research

Issue break-up

Objects of the issue

Fresh Issue: INR 61.20 cr
To meet the general working capital requirements of the business (estimated
utilization of INR 47 cr)
Offer for sale: NIL
To meet general corporate purposes (estimated utilization shall not exceed
Total Issue Size: INR 61.20 cr 25% of the gross proceeds from the issue)

Source: IPO Prospectus, KRChoksey Research
Source: IPO Prospectus, KRChoksey Research

KRChoksey Research Phone: +91-22-6696 5555, Fax: +91-22-66919576

Research Associate
www.krchoksey.com

Priyanka Baliga, priyanka.baliga@krchoksey.com, +91-22-6696 5408 is also available on Bloomberg KRCS<GO>
Thomson Reuters, Factset and Capital IQ
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Likhitha Infrastructure Ltd

INVESTMENT RATIONALE

Diversified geographical presence in India

Likhitha is one of the well-established oil & gas pipeline infrastructure companies with diversified operations spread
across Karnataka, Delhi-NCR, West Bengal, Gujarat, Goa, Andhra Pradesh, Kerala, Tamil Nadu, Telangana, Madhya
Pradesh, Jharkhand, Bihar, Chandigarh, Haryana, and Uttar Pradesh. Company able to maintain a strong top line growth
at a CAGR of 39.0% from INR 31 cr in FY15 to INR 161 cr in FY20 with the help of its client-centric approach and core
competence in the field of pipeline infrastructure over 20 years of experience. Lithikha’s main focus is to sustain
profitable growth by executing projects in time to the satisfaction of clients. The company is proud to have executed
10.75" OD x 69 Kms Petroleum Product Pipeline for the first-ever Trans-National Cross-Country Pipeline of South-East
Asia connecting India to Nepal, in the Year 2019, for the supply of petroleum products. The company also have done
three majors remarkable projects: 1) 12” x 125 Kms Pipeline Laying Works for Dobhi- Durgapur- Haldia Pipeline Section
along with Spur-lines under Jagdishpur-Haldia-Durgapur-Bokaro Pipeline Project; 2) 12” x 40 Kms Laying &
Construction of Pipeline along with associated work for Bantumilli & Ullampura Pipeline Project; and 3) 24”” x 95 Kms
laying works for Barauni-Guwahati Pipeline Project.

Scalability of Operations

As per the recent Government policies, Petroleum and Natural Gas Regulatory Board (PNGRB) has increased the
number of Geographical Areas (GAs) to 228 comprising of 402 districts spread over 27 States and Union Territories,
covering 70% of Indian population and 53% of its area. The recent Government initiatives have provided profitable
opportunities for work execution to the company, who is already having a good presence in City Gas Distribution (CGD -
contributed ~25% of total revenue in FY20) Projects along with construction of CNG Stations. Likhitha’s management
optimistic about the CGD segments in long term driven by India’s Pipeline network is expected to expand to ~35,000
kms in the next 5-6 years, which is supported by favorable Government policies, based on which the company plan to
expand its pipeline laying execution capacity to a range of ~250-300 kms per year.

Huge growth opportunities in O&M services; Margin to improve in near term

The significant increase in pipeline projects in India and the aging of existing pipeline projects resultant into a notable
increase in demand for Company’s O&M Services business, which include AMC services, repairs & modernization,
scheduled shutdowns and overhauling of existing pipelines projects. Revenue from O&M Services business was at INR
6/20/34 crin FY18/19/20 representing of 7.4/14.4/21.3% respectively, of the Company total revenue from operations. O&M
Services business grew at a CAGR of 297.5% between FY17 and FY20. These offer relatively better margins as compared
to pipeline infrastructure projects and taking into consideration the present phase of CGD business, the business of
O&M Services is expected to further increase. The company has competitive advantage in O&M services due to
availability of high level of technical expertise in O&M services, which is the most important factors required for O&M
services. This would help to improve margin as well.

Valuation

At the price band of INR 117-120, the Likhitha issue comes priced at a PE of 8.83x FY20EPS and P/BV of 2.51X based on its
NAV INR 47.8/share in FY20. For the last three years, Company has posted an average EPS of INR 11.7 and Return on Net
worth of 35.1%. While Likhitha will be the first mover in the segment, there is no average industry P/E is available.

We believe the recent Government initiatives have provided profitable opportunities for work execution Company like
Likhitha. India's pipeline network is expected to expand to around ~35,000 kms in the next 5-6 years, based on which
the Company is also planning to expand its pipeline laying execution capacity to a range of 250-300 kms per year.
Company has strong project execution track record in last 20 years. We recommend SUBSCRIBE to the issue with a
long-term perspective.

Research Associate Phone: +91-22-6696 5555, Fax: +91-22-66919576
Priyanka Baliga, priyanka.baliga@krchoksey.com, +91-22-6696 5408 is also available on Bloomberg KRCS<GO>

Thomson Reuters, Factset and Capital IQ
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Likhitha Infrastructure Ltd

Company Overview

Likhitha Infrastructure Ltd. (LIL) is an oil & gas infrastructure service provider in India, focused on laying pipeline
networks along with the construction of associated facilities and providing & Maintenance Services for City Gas
Distribution (CGD) projects in India. The company has diversified the gamut of services being provided by it from Cross-
Country Pipeline Projects (CCP); City Gas Distribution (CGD) Projects to providing Operation & Maintenance (O&M)
Services to CGD Companies. Its client base comprises of established players in the Oil & Gas industry, both in public and
private sector. For FY20, Company three main clients namely Oil India, Indraprastha Gas and GAIL India contributed 60%
of total revenue.

LIL's financial strength provides with a valuable competitive advantage in terms of access to bank guarantees and
letters of credit, which are factors critical to the business. The company’s debt/equity ratio for FY18/19/20 was
0.11/0.03/0.01x respectively. The Company's low-cost centre operations in India provide a competitive edge by allowing
to be more cost-effective as compared to its competitors. As per the terms of the contract, it is generally the obligation
of the client to provide most of the required material to execute the contracts. The additional materials to be procured
by the Company is a minor portion of the contract price.

To meet the general working capital requirements of the business (INR 47 cr) and general corporate purposes
(estimated utilization shall not exceed 25% of the gross proceeds from the issue), LIL is coming out with an IPO of 5.1
lakh equity shares of face value of INR 10/share via book building route. It has fixed a price band of INR 117 -
120/share. The issue opens for subscription on September 29, 2020 and will close on October 01, 2020. Minimum
application is to be made for 125 shares and in multiples thereon, thereafter. Post allotment, shares will be listed on
BSE and NSE. The Company’s IPO includes only a fresh issue of INR 61.20 cr, with a post-issue market capitalisation of
INR 236.70 cr.

Segmental Revenue

INR Cr FY18 FY19 FY20
Revenue from Works Contract 81 18 127
% on Total Revenue 91.6% 85.7% 78.8%
O & M and HDPE Pipeline 7 20 34
% on Total Revenue 8.4% 14.3% 21.2%
Total 88 137 161

PAT and Margin Performance

13.0%
12.3%
18
8.1%
7
FY18 FY1g FY20
 PAT (INR cr) PAT Margnin
Source: RHP
Research Associate KRChoksey Research Phone: +91-22-6696 5555, Fax: +91-22-66919576
Priyanka Baliga, priyanka.baliga@krchoksey.com, +91-22-6696 5408 is also available on Bloomberg KRCS<GO> www.krchoksey.com
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Robust order book on the back of strong project execution capabilities

As of July 31, 2020, Company has engaged more than 31 on-going projects across India. The company has equipment
base including Pipe layers (Side-boom), Excavators, Horizontal Directional Drilling (HDD) Machines, etc. which enables
Likhitha to quickly and effectively mobilise project works. While company’s over 20 years technical expertise and
project execution capabilities are significant competitive advantages to prequalify, effectively evaluate and bid, and
procure contracts for projects. Company has order book of INR 663 cr as of July 31, 2020, this to be executed in next 3
years. In last 20 years, Company has a good track record of successful completion of major projects like- Trans-
National Cross-Country Pipeline of South-East Asia connecting India to Nepal; Dobhi- Durgapur- Haldia Pipeline;
Bantumilli & Ullampura Pipeline Project; and Barauni-Guwahati Pipeline Project.

Operation-wise Order book as of July 31, 2020

Order Book (INR Cr)
Operation ¥
e Number of Ordervaiue Outstanding of TOt?I
Proiects Completed & order value Outstanding

l Bills Raised Value
Pipeline Infrastructure 9
Projects 28 262 616 92.9%
O&M Services 3 36 47 7.0%

KEY RISKS & CONCERNS

= (Client Concentration risk:- Likhitha is dependent on a limited number of clients for a substantial portion of its
revenue. A reduction in services performed for such clients could result in a significant reduction in top line. There
were three major clients- Oil India, IGL and GAIL India contributed 60% to Company’s FY20 revenue.

= There are certain Tax Proceedings outstanding pending against Promoters and Directors of the Company. Any
adverse outcome could affect Company’s profitability, reputation etc.

= Company’s success largely dependent on the knowledge and experience of Key Management Personnel. Any loss
of such Key Management Personnel could adversely affect the Company’s operations and financial conditions.

= Business is subject to seasonal fluctuations:- Company’s business operations could impact by seasonal factors like
heavy or sustained rainfalls or cyclones, which may cause severe damages to equipment could result in delays to
execution of projects.

Source: RHP
Research Associate KRChoksey Research Phone: +91-22-6696 5555, Fax: +91-22-6691 9576
Priyanka Baliga, priyanka.baliga@krchoksey.com, +91-22-6696 5408 is also available on Bloomberg KRCS<GO> www.krchoksey.com

Thomson Reuters, Factset and Capital IQ
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Key Financials:

Particulars (INR mn) FY18 FY19 FY20
Net Sales 871 1,395 1,612
EBITDA 12 289 297
PAT 72 179 199
EBITDA Margin 12.8% 20.7% 18.4%
NPM 8.2% 12.8% 12.3%

Source: Company Research

Profit and Loss statement:

Particulars (INR mn) FY18 FY19 FY20
Revenue from operations (Net Sales) 871 1,395 1,612
EBITDA 12 289 297
Depreciation 9 30 31
EBIT 102 259 266
Interest cost 8 17 14
Other income 15 1 16
PBT before Exceptional items 109 253 268
Exceptional gain/(loss) ) 0 o
PBT 109 253 268
Tax expenses 38 74 69
PAT 72 179 199
Minorities, Associates, etc. (o] (o) 0
Adj. PAT 72 179 199
Diluted EPS (INR) 4.9 12.2 13.6

Source: Company Research

Balance sheet:

Particulars (INR Mn) FY18 FY19 FY20
EQUITY AND LIABILITIES
Equity Share Capital 45 45 146
Other Equity 279 458 553
Shareholders' funds 324 503 700
Total Borrowings 108 67 13
Other non current liabilities 1 2 6
Trade Payables 134 121 139
Other Current liabilities 105 152 150
Total equity and liabilities 672 846 1,009
ASSETS
Property, plant and equipment 123 114 93
Investment Property 24 24 23
Other non current assets 21 24 31
Inventories 27 198 247
Trade Receivables 224 162 163
Cash and other bank balance 155 14 150
Other current assets 99 209 301
Total assets 672 846 1,009
Source: Company Research
Research Associate KRChoksey Research Phone: +91-22-6696 5555, Fax: +91-22-66919576
Priyanka Baliga, priyanka.baliga@krchoksey.com, +91-22-6696 5408 is also available on Bloomberg KRCS<GO> www.krchoksey.com
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Cash flow Statement:

Particulars (INR mn) FY18 FY19 FY20
Net Cash Generated From Operations 40 32 192
Net Cash Flow from Investing Activities -69 -24 -73
Net Cash Flow from Financing Activities 63 -33 -38
Net Inc/Dec in cash equivalents 35 -25 81
Opening Balance 48 83 58
Clos-ing Balance Cash and Cash 83 58 139
Equivalents

Source: Company Research

Ratio Analysis:

Key Ratio FY18 FY19 FY20
EBITDA Margin (%) 12.8 20.7 18.4
EBIT Margin (%) 1.8 18.6 16.5
Net Profit Margin (%) 8.2 12.8 12.3
RoE (%) 22.1 35.5 28.4
RoCE (%) 23.7 45.4 373
Current Ratio (x) 1.6 2.1 2.9

Source: Company Research

KRChoksey Research Phone: +91-22-6696 5555, Fax: +91-22-66919576

Research Associate
www.krchoksey.com

Priyanka Baliga, priyanka.baliga@krchoksey.com, +91-22-6696 5408 is also available on Bloomberg KRCS<GO>
Thomson Reuters, Factset and Capital IQ
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Buy More than 15%
Accumulate 5% —15%
Hold 0-5%
Reduce -5%—0
Sell Less than - 5%

ANALYST CERTIFICATION:

I, Priyanka Baliga [M.Com, BMS (Finance)], research associate, author and the name subscribed to this report, hereby certify that all of the views expressed in this research report accurately
reflect my views about the subject issuer(s) or securities. | also certify that no part of our compensation was, is, or will be directly or indirectly related to the specific recommendation(s) or
view(s) in this report.

Terms & Conditions and other disclosures:
KRChoksey Shares and Securities Pvt. Ltd. (hereinafter referred to as KRCSSPL) is a registered member of National Stock Exchange of India Limited and Bombay Stock Exchange Limited.
KRCSSPLis a registered Research Entity vides SEBI Registration No. INH000001295 under SEBI (Research Analyst) Regulations, 2014.

We submit that no material disciplinary action has been taken on KRCSSPLand its associates (Group Companies) by any Regulatory Authority impacting Equity Research Analysis activities.

KRCSSPL prohibits its analysts, persons reporting to analysts and their relatives from maintaining a financial interest in the securities or derivatives of any companies that the analyst covers.
The information and opinions in this report have been prepared by KRCSSPL and are subject to change without any notice. The report and information contained herein is strictly confidential
and meant solely for the selected recipient and may not be altered in any way, transmitted to, copied or distributed, in part or in whole, to any other person or to the media or reproduced in
any form, without prior written consent of KRCSSPL. While we would endeavor to update the information herein on a reasonable basis, KRCSSPL is not under any obligation to update the
information. Also, there may be regulatory, compliance or other reasons that may prevent KRCSSPL from doing so. Non-rated securities indicate that rating on a particular security has been
suspended temporarily and such suspension is in compliance with applicable regulations and/or KRCSSPL policies, in circumstances where KRCSSPL might be acting in an advisory capacity to
this company, or in certain other circumstances.

This report is based on information obtained from public sources and sources believed to be reliable, but no independent verification has been made nor is its accuracy or completeness
guaranteed. This report and information herein is solely for informational purpose and shall not be used or considered as an offer document or solicitation of offer to buy or sell or subscribe
for securities or other financial instruments. Though disseminated to all the customers simultaneously, not all customers may receive this report at the same time. KRCSSPL will not treat
recipients as customers by virtue of their receiving this report. Nothing in this report constitutes investment, legal, accounting and tax advice or a representation that any investment or
strategy is suitable or appropriate to your specific circumstances. The securities discussed and opinions expressed in this report may not be suitable for all investors, who must make their own
investment decisions, based on their own investment objectives, financial positions and needs of specific recipient. This may not be taken in substitution for the exercise of independent
judgment by any recipient. The recipient should independently evaluate the investment risks. The value and return on investment may vary because of changes in interest rates, foreign
exchange rates or any other reason. KRCSSPL accepts no liabilities whatsoever for any loss or damage of any kind arising out of the use of this report. Past performance is not necessarily a
guide to future performance. Investors are advised to see Risk Disclosure Document to understand the risks associated before investing in the securities markets. Actual results may differ
materially from those set forth in projections. Forward-looking statements are not predictions and may be subject to change without notice. Our employees in sales and marketing team,
dealers and other professionals may provide oral or written market commentary or trading strategies that reflect opinions that are contrary to the opinions expressed herein, .In reviewing
these materials, you should be aware that any or all of the foregoing, among other things, may give rise to real or potential conflicts of interest.

Associates (Group Companies) of KRCSSPL might have received any commission/compensation from the companies mentioned in the report during the period preceding twelve months from
the date of this report for services in respect of brokerage services or specific transaction or for products and services other than brokerage services.

KRCSSPLor its Associates (Group Companies) have not managed or co-managed public offering of securities for the subject company in the past twelve months.

KRCSSPL encourages the practice of giving independent opinion in research report preparation by the analyst and thus strives to minimize the conflict in preparation of research report.
KRCSSPL or its analysts did not receive any compensation or other benefits from the companies mentioned in the report or third party in connection with preparation of the research report.
Accordingly, neither KRCSSPL nor Research Analysts have any material conflict of interest at the time of publication of this report.

It is confirmed that, Priyanka Baliga [M.Com, BMS (Finance)], research associate, of this report have not received any compensation from the companies mentioned in the report in the
preceding twelve months. Compensation of our Research Analysts is not based on any specific brokerage service transactions.

KRCSSPL or its associates (Group Companies) collectively or its research analyst do not hold any financial interest/beneficial ownership of more than 1% (at the end of the month immediately
preceding the date of publication of the research report) in the company covered by Analyst, and has not been engaged in market making activity of the company covered by research analyst.

Itis confirmed that, Priyanka Baliga [M.Com, BMS (Finance)], research associate, do not serve as an officer, director or employee of the companies mentioned in the report.

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 KRCSSPL and affiliates 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 certain category of investors. Persons in whose possession this document may come are
required to inform them of and to observe such restriction.

Please send your feedback to research.insti@krchoksey.com
Visit us at www.krchoksey.com
KRChoksey Shares and Securities Pvt. Ltd.
Registered Office:

1102, Stock Exchange Tower, Dalal Street, Fort, Mumbai — 400 0o1.
Phone: +91-22-6633 5000; Fax: +91-22-6633 8060.
Corporate Office:

ABHISHEK, 5th Floor, Link Road, Andheri (W), Mumbai - 400 053.
Phone: +91-22-6696 5555; Fax: +91-22-66919576.
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Priyanka Baliga, priyanka.baliga@krchoksey.com, +91-22-6696 5408 is also available on Bloomberg KRCS<GO>
Thomson Reuters, Factset and Capital IQ
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