Chambal Fertilizers

Accumulate

Urea sales from new capacity boosts performance

Chambal reported a strong 4QFY19 on the back of the newly commissioned
Urea plant in Gadepan-3. Sales/EBITDA/Adj. PAT growth came in at
147.0/458.5/415.7% YoY to T 26.1/4.1/2.4bn respectively. Gross margin
contraction was due to higher RM prices, margins contracted by 730 bps
YoY. The company reported a PAT of ¥ 919mn on account of an exceptional
item of ¥ 1.97bn, which arose as the Ministry of Chemicals has not paid the
additional fixed costs to urea units in India.

Other highlights

The company operated at an energy efficiency below the mandated levels
of 5.0 mn Kcal/ton. As per the management the efficiency in their plants
was below 4.9 mn Kcal/ton. The Gadepan-3 unit is operating at full capacity
utilisation currently. Sales of Urea (including Gadepan-3 plant) grew by
84.4% YoY to 7.8 Lakh MT. Subsidy outstanding as on 31 March-19 stands
at T 38.2 bn which has increased from T 19.7bn in FY19 (this is after
adjusting for ¥ 7.0bn and ¥ 3.8bn received through special banking
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arrangements). The current channel inventory in the industry for Ureaisto  Promoters 57.9
the tune of 5.0mn tons, however inventory of the company is currently  np/Banks/Fls 15.6
0.15 mn tons.
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Outlook and valuation Public / Others 20.1
We believe that the company is expected to generate a healthy free cash
flows for FY20E and FY21E (Z 9.0 bn and ¥ 5.5bn respectively) due to the ~Valuation (x)
newly commissioned capacity. Healthy free-cash flow generation is likely FY19E FY20E FY21E
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or an . This, coupled with faster recognition in subsi
receivables should fasten debt reguction. We value Chagmbal at 9.5x FY2\1/ EV/EBITDA 12.7 108 9.4
EPS and arrive at a target price of ¥ 185. We resume coverage and ROE (%) 276 223 21.2
recommend investors to Accumulate. ROACE (%) 9.7 9.9 10.8
Estimates (X mn)
FY19E FY20E FY21E
Revenue 100,945 111,672 122,862
EBITDA 12,128 13,624 15,235
Q4FY19 Result (X Mn)
PAT 7,425 7,108 8,113
Particulars 4FY19 4FY18  YoY (% 3FY19 0Q (%
Revenue 26,108 10,569 147.0 28,072 (7.0) EPSR) 178 171 195
Total Expense 21,928 9,821 123.3 24,491 (10.5)
EBITDA 4,181 749 458.5 3,581 16.7 Analyst: Archit Joshi
Depreciation 689 88 686.5 167 311.6 Tel: +9122 40969726
EBIT 3,492 661 428.2 3,414 2.3 E-mail: architi@dolatcapital.com
Other Income 835 436 91.7 (757)  (210.3) Associate: Privanka Sureka
Interest 1,191 364 227.4 379 214.4 Tel: +9122 40969751
EBT 1,163 733 428.2 2,278 (48.9) E-mail: priyankas@dolatcapital.com
Tax 244 253 (3.3) 748 (67.3)
RPAT 919 480 913 1530  (40.) Associate: Tejas Sonwane
APAT 2,477 480 415.7 1,530 61.9 Tel: 49122 40969792
(bps) (bps) E-mail: tejass@dolatcapital.com
Gross Margin (%) 50.3 57.6 (728) 35.1 1517
EBITDA Margin (%) 16.0 7.1 893 12.8 326
NPM (%) 3.5 4.5 (103) 5.5 (193)
Tax Rate (%) 21.0 345  (1347) 328  (1180)
EBIT Margin (%) 13.4 6.3 712 12.2 121 DOLAT CAPITAL ~
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Exhibit 1: Sales (X mn) and Sales growth(%) Exhibit 2: EBITDA (X mn) and EBITDA (%)
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Profit and Loss Account

(X Mn) FY18A FY19A FY20E FY21E
Revenue 75,410 100,945 111,672 122,862
Total Expense 67,445 88,817 98,048 107,627
COGS 46,325 60,818 69,236 76,175
Employees Cost 1,494 1,267 2,233 2,457
Other expenses 19,627 26,732 26,578 28,996
EBIDTA 7,965 12,128 13,624 15,235
Depreciation 854 1,188 1,350 1,420
EBIT 7,111 10,940 12,274 13,815
Interest 1,552 2,457 4,521 4,790
Other Income 1,415 1,416 1,600 1,650
Exc./ E.O. items 0 0 0 0
EBT 6,974 9,900 9,353 10,675
Tax 2,449 2,474 2,245 2,562
RPAT 4,988 7,425 7,108 8,113
Minority Interest (34) 0 0 0
Profit/Loss share of associates 429 0 0 0
APAT 4,988 7,425 7,108 8,113
B_alance Sheet
(X Mn) FY18A FY19A FY20E FY21E
Sources of Funds
Equity Capital 4,162 4,162 4,162 4,162
Minority Interest (874) (980) (980) (980)
Reserves & Surplus 20,893 24,670 30,630 37,495
Net Worth 25,056 28,832 34,792 41,657
Total Debt 60,790 86,938 82,438 77,238
Net Deferred Tax Liability 2,131 1,905 1,905 1,905
Total Capital Employed 87,104 116,696 118,156 119,820
Applications of Funds
Net Block 12,399 69,180 68,807 68,387
CwiIp 41,286 1,086 900 900
Investments 2,071 2,757 2,757 2,757
Current Assets, Loans & Advances 38,877 66,240 66,026 68,877
Inventories 7,951 13,231 12,238 13,464
Receivables 25,347 48,274 47,422 50,491
Cash and Bank Balances 776 811 2,442 998
Loans and Advances 3 2 2 2
Other Current Assets 4,799 3,677 3,677 3,677
Less: Current Liabilities & Provisions 7,529 22,567 20,334 21,100
Payables 3,034 9,882 7,649 8,415
Other Current Liabilities 4,494 12,685 12,685 12,685
sub total
Net Current Assets 31,348 43,673 45,692 47,776
Total Assets 87,104 116,696 118,156 119,820

E — Estimates
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Important Ratios

Particulars FY18A FY19A FY20E FY21E
(A) Margins (%)

Gross Profit Margin 38.6 39.8 38.0 38.0
EBIDTA Margin 10.6 12.0 12.2 12.4
EBIT Margin 9.4 10.8 11.0 11.2
Tax rate 35.1 25.0 24.0 24.0
Net Profit Margin 6.6 7.4 6.4 6.6
(B) As Percentage of Net Sales (%)

COGS 61.4 60.2 62.0 62.0
Employee 2.0 1.3 2.0 2.0
Other 26.0 26.5 23.8 23.6
(C) Measure of Financial Status

Gross Debt / Equity 2.4 3.0 2.4 1.9
Interest Coverage 4.6 4.5 2.7 2.9
Inventory days 38 48 40 40
Debtors days 123 175 155 150
Average Cost of Debt 2.9 33 5.3 6.0
Payable days 15 36 25 25
Working Capital days 152 158 149 142
FAT/O 6.1 1.5 1.6 1.8
(D) Measures of Investment

AEPS (é’) 12.0 17.8 17.1 19.5
CEPS () 14.0 20.7 20.3 22.9
DPS (3) 2.3 2.4 2.8 3.0
Dividend Payout (%) 19.0 134 16.2 15.4
BVPS (3) 60.2 69.3 83.6 100.1
ROANW (%) 21.6 27.6 22.3 21.2
ROACE (%) 7.8 9.7 9.9 10.8
ROAIC (%) 9.3 10.8 10.6 11.8
(E) Valuation Ratios

cMP (3) 163 163 163 163
P/E 13.6 9.1 9.5 8.3
Mcap (? Mn) 67,655 67,655 67,655 67,655
MCap/ Sales 0.9 0.7 0.6 0.6
EV 127,668 153,537 147,405 143,650
EV/Sales 1.7 1.5 1.3 1.2
EV/EBITDA 16.0 12.7 10.8 9.4
P/BV 2.7 2.3 1.9 1.6
Dividend Yield (%) 1.4 1.5 1.7 1.8
(F) Growth Rate (%)

Revenue (0.2) 33.9 10.6 10.0
EBITDA 2.6 52.3 12.3 11.8
EBIT 4.0 53.8 12.2 12.6
PBT 23.9 41.9 (5.5) 14.1
APAT 36.2 48.9 (4.3) 14.1
EPS 36.2 48.9 (4.3) 14.1
Cash Flow

& mn) FY18A FY19A FY20E FY21E
CFO 12,495 (1,013) 12,614 10,794
CFI (18,205) (19,365) (814) (1,000)
CFF 6,063 20,658 (10,169) (11,238)
FCFF (12,145) (18,761) 11,801 9,794
Opening Cash (294) (5) 275 1,906
Closing Cash (5) 275 1,906 462
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1. Disclaimer:
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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
in the information contained in this report. This report is provided for information only and is not an investment advice and must not alone be taken as
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.
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and its affiliated company(ies), their directors and employees may; (a) from time to time, have a long or short position in, and buy or sell the securities of
the company(ies) mentioned herein or (b) be engaged in any other transaction involving such securities and earn brokerage or other compensation or act
as a market maker in the financial instruments of the company(ies) discussed herein or act as an advisor or lender/borrower to such company(ies) or may
have any other potential conflict of interests with respect to any recommendation and other related information and opinions. This report is neither an
offer nor solicitation of an offer to buy and/or sell any securities mentioned herein and/or not an official confirmation of any transaction. 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 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
to inform themselves of and to observe such restrictions.

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)
who has prepared the research report. The research analyst(s) preparing the research report is/are resident outside the United States (U.S.) and are not
associated persons of any U.S. regulated broker-dealer and therefore the analyst(s) is/are not subject to supervision by a U.S. broker-dealer, and is/are
not required to satisfy the regulatory licensing requirements of FINRA or required to otherwise comply with U.S. rules or regulations regarding, among
other things, communications with a subject company, public appearances and trading securities held by a research analyst account.

This report is intended for distribution by Dolat Capital Market Private Limited. only to "Major Institutional Investors" as defined by Rule 15a-6(b)(4) of
the U.S. Securities and Exchange Act, 1934 (the Exchange Act) and interpretations thereof by U.S. Securities and Exchange Commission (SEC) in reliance
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
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