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Ordering momentum to improve in H2; Maintain Buy

= Sales for Q2FY21 came in flat at Rs18.8bn, largely in line with our
estimates, as company successfully restored labor availability and
normalcy of supply chain; majority of projects are currently operating
at pre-COVID levels. EBITDA came in flat at Rs2bn while EBITDA
margins were stable at 10.7%. The company has an order book of
Rs.123bn with a split of ~40% orders from O&G and Rail business

®=  The company is looking at an ordering pipeline of Rs140-150bn in the
domestic space. Along with Oil & Gas and Railways, it is targeting a full
year order of Rs90-100bn. It continues to maintain its revenue target
of 5% in FY21 with EBDITA margins in the range of 10.5-11% while
aiming to be debt free by end of the year on a standalone basis.

= With the management confident of orders picking momentum in H2,
the outlook continues to remain positive for Kalpataru. We maintain
our Buy rating with SOTP based TP of Rs340, as we roll forward our
valuations to Sep 22E.

Q2 was an operationally good quarter

Sales for Q2FY21 came in flat at Rs18.8bn, largely in line with our estimates,
as company successfully restored labor availability and normalcy of supply
chain; majority of projects are currently operating at pre-COVID levels.
EBITDA came in flat at Rs2bn mainly due to 23% YoY higher other expenses;
while EBITDA margins were stable at 10.7% due to better GM by 363bps.
RPAT was higher by 25% YoY at Rs1.6bn due to gain from sale of JKTPL of
Rs140mn and lower interest cost by 48% YoY in Q2FY21.The order inflows
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of Rs6.9bn in Q2FY21 were mainly driven by international T&D orders. The EY21E FY22E FY23E
company has an order book of Rs.123bn with a split of ~40% orders from P/E 31 71 6.1
O&G and Rail business. Company has maintained its WC position of ~90-
day levels in Q2FY21 as compared with March quarter with inventory levels EV/EBITDA 4.7 4.4 3.7
largely in-line. Net debt is slightly higher at Rs8.2bn vs Rs7.7 in Q1FY21 due  ROE (%) 12.9 12.8 13.4
to increase in short term borrowings. ROACE (%) 13.3 13.4 13.8
Estimates (Rs mn)
Q2FY21 Result (Rs Mn) FY21E FY22E FY23E
Particulars Q2FY21 Q2FY20 YoY(%) QIFY21 QoQ (%) Revenue 83,028 95,453 105,058
Revenue 18,820 19,670 (4.3) 14,590 29.0 EBITDA 9,133 10,500 11,556
Total Expense 16,800 17,600 (4.5) 13,030 28.9  PAT 4,697 5,372 6,268
EBITDA 2,020 2,070 (24) 1,560 295 Eps(Rs) 308 352 411
Depreciation 290 270 7.4 290 0.0
EBIT 1,730 1,800 (3.9) 1,270 36.2
Other Income 370 250 48.0 90 311.1
Interest 230 440  (47.7) 350  (34.3) VP - Research: Vinod Chari
EBT 2,010 1,610 248 1,010 99.0 Tel: 491 22 40969776
Tax 420 340 23.5 320 31.3 E-mail: vinodc@dolatcapital.com
RPAT 1,590 1,270 25.2 690 130.4
APAT 1,450 1,270 14.2 690 110.1 .
(bps) (bps) Associate: Pranav Lala
: Tel: +9122 40969722
Gross Margin (%) 28.4 25.1 326 28.0 41 E-mail: pranavi@dolatcapital.com
EBITDA Margin (%) 10.7 10.5 21 10.7 4
NPM (%) 8.4 6.5 199 4.7 372
Tax Rate (%) 20.9 21.1 (22) 317  (1079)
EBIT Margin (%) 9.2 9.2 4 8.7 49
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Ordering momentum to improve in H2; maintains FY21 revenue guidance
The company is looking at an ordering pipeline of Rs140-150bn in the domestic
space. It is also affiliating with PGCIL as an EPC partner for TBCB projects, while state
transmission projects are also expected to happen. It is targeting Rs20bn inflows
from domestic T&D projects and is confident of achieving this in H2. On the
international side, it is seeing traction in Middle East and Nordic markets. 90% of the
order inflows in H1 are on the international side, where it is targeting orders of
Rs40bn. Along with Qil & Gas and Railways, it is targeting a full year order of Rs90-
100bn. It continues to maintain its revenue target of 5% in FY21 with EBDITA margins
in the range of 10.5-11%, as though sites are running at normal, productivity has
lowered due to new working norms.

Interests costs reduce; aims to be debt-free by end of FY21

Cash conservation remains top priority of the management. While short term dent
has slightly gone up, it still managed to reduce interest cost (as % of sales) on a
combination of lower rates as well as higher mix of short term loans at 20-25% vs
the usual 15%. It intends to payback current debt of Rs8.2bn to be debt-free (on a
standalone basis) by the end of FY21, with cash flows supplemented through sale its
transmission assets.

Clarity on pledge reduction

The company clarified its position on the pledge shares (57.5% of promoter holding
and 31.5% of total outstanding shares), where promoters had raised loans to support
their real estate venture. It has brought down its outstanding loan against from
Rs8.3bn to Rs7.2bn and plans to bring it down further by Rs1.5bn in March 21 and
another Rs1.5bn in December 21.

Valuations are favorable; Maintain Buy

With the management confident of orders picking momentum in H2, the outlook
continues to remain positive for Kalpataru. The business is currently valued at PE of
7x FY22 and we continue to maintain our Buy rating with SOTP based TP of Rs340,
valuing the core business at 9xFY22 at Rs315 and its holding in JMC at Rs26, based
on a holdco discount of 25% to its current market cap.

Exhibit 1: Variance from Our Estimates

(Rs Mn) Actual DART Consensus DART Consensus
Q2FY21 Q2FY21E Q2FY21E Var (%) Var (%)| Comments
Sales 18,820 19670 18702 (4.3) 0.6| Execution was in line with expectations
EBITDA 2,020 1987 1963 1.7 2.9
EBITDA margins 10.7 10.1 105 632 237 g%ﬁgtfg‘:s margins were in line with
PAT L5%0 1078 1058 475 503| G e e income on sale of asset
Pat margins 8.4 5.5 5.7 296.8 279.1
EPS 10.4 7.1 6.9 47.5 50.3
Source: Company, DART
Exhibit 2: Change in Our Estimates
(Rs Mn) FY21E FY22E
oid New Chg. (%) old New Chg. (%)
Sales 83,028 83,028 0.0 95,453 95,453 0.0
EBITDA 9,133 9,133 0.0 10,500 10,500 0.0
EBITDA margin (%) 11.0 11.0 0 11.0 11.0 0
PAT 4,315 4,697 8.8 4,783 5,372 12.3
EPS 28.3 30.8 8.8 31.4 35.2 12.3

Source: DART, Company
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Exhibit 3: Quarterly Performance

Rs mn Q2FY20 Q3FY20 Q4FY20 QIFY21 QIFY21 YoY (%) QoQ(%)  prvyo  pvog YoY(%)
Net Revenue 19,670 19,790 23,030 14,590 18,820  -43  29.0 16,550 14,590 -11.8
Total Raw Material Cost 14,730 14,840 17,460 10,510 13,480  -8.5 283 12,000 10,510 -12.4
Staff Expenditure 1,310 1,350 1,360 1,380 1,400 6.9 14 1240 1,380 113
Other Expenses 1,560 1,520 1,680 1,140 1,920 231 684 1390 1,140 -18.0
EBITDA 2,070 2,080 2,530 1,560 2,020 -24 295 1,920 1,560 -18.8
Depreciation 270 280 290 290 290 7.4 00 260 290 115
EBIT 1,800 1,800 2,240 1,270 1,730 -39 362 1,660 1270 -23.5
Other Income 250 160 70 90 370 480 3111 100 90 -10.0
Interest 440 420 460 350 230 -47.7 343 340 350 2.9
Exceptional items 0 240 0 0 140 0 0

PBT 1,610 1,780 1,850 1,010 2,010 248 99.0 1,420 1,010 -28.9
Tax 340 410 780 320 420 235 313 500 320 -36.0
Net Profit 1,270 1,370 1,070 690 1,590 25.2 1304 920 690  -25.0
Reported EPS 8 9 7 5 10 252 1304 6.0 45 250
Source: Company, DART

Exhibit 4: Operating Cost and Margins

Operating Costasa% of qprv20 Q3FY20 Q4FY20 QIFY21 QIFY21 YoY (%) QoQ(%)  pyoo  pyoa YoY(%)
Raw Material Cost 749 750 758 720 716 -3260 -41.0 725 720 -47.2
Staff Cost 6.7 6.8 5.9 9.5 74 779 -202.0 75 95 1966
Other Expenses 7.9 7.7 7.3 78 102 2271 2388 8.4 78 585
Margins (%)

GM 251 250 242 280 284 3260 410 275 280  47.2
EBITDA 105 105 11.0 107 107  21.0 41 116 107  -90.9
EBIT 9.2 9.1 9.7 8.7 9.2 41 488 100 87 -1326
PBT 8.2 9.0 8.0 69 107 2495 375.8 8.6 69 -1658
NPM 6.5 6.9 4.6 4.7 84 1992 3719 5.6 47  83.0

Source: DART, Company
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Exhibit 5: Net Sales and Growth (%) Exhibit 6: EBITDA and Growth (%)
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Exhibit 7: Net Profit and Growth (%) Exhibit 8: RoE and RoCE (%)
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Exhibit 9: Order Book as on Sept’20 Exhibit 10: Order inflow YTD
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Profit and Loss Account

(Rs Mn) FY20A FY21E FY22E FY23E
Revenue 79,040 83,028 95,453 105,058
Total Expense 70,440 73,895 84,953 93,502
COGS 59,030 63,101 70,635 77,743
Employees Cost 5,260 6,642 7,636 6,303
Other expenses 6,150 4,151 6,682 9,455
EBIDTA 8,600 9,133 10,500 11,556
Depreciation 1,100 1,315 1,493 1,614
EBIT 7,500 7,819 9,007 9,943
Interest 1,660 1,895 2,040 2,185
Other Income 580 600 600 600
Exc. / E.O. items 240 140 0 0
EBT 6,660 6,663 7,566 8,357
Tax 2,030 1,826 2,194 2,089
RPAT 4,630 4,837 5,372 6,268
Minority Interest 0 0 0 0
Profit/Loss share of associates 0 0 0 0
APAT 4,390 4,697 5,372 6,268
Balance Sheet

(Rs Mn) FY20A FY21E FY22E FY23E
Sources of Funds

Equity Capital 310 305 305 305
Minority Interest 0 0 0 0
Reserves & Surplus 35,050 39,173 43,831 49,386
Net Worth 35,360 39,478 44,136 49,691
Total Debt 11,770 12,770 13,770 14,770
Net Deferred Tax Liability 50 50 50 50
Total Capital Employed 47,180 52,298 57,956 64,511
Applications of Funds

Net Block 6,340 7,002 6,609 5,996
CWIP 400 400 400 400
Investments 8,640 8,640 8,640 8,640
Current Assets, Loans & Advances 53,230 64,235 71,858 82,000
Inventories 7,390 7,052 8,368 9,211
Receivables 36,170 44,357 50,995 56,127
Cash and Bank Balances 3,370 7,594 6,218 9,755
Loans and Advances 6,300 5,232 6,276 6,908
Other Current Assets 0 0 0 0
Less: Current Liabilities & Provisions 49,370 50,727 58,318 64,186
Payables 45,890 46,632 53,611 59,005
Other Current Liabilities 3,480 4,095 4,707 5,181
Net Current Assets 3,860 13,508 13,541 17,814
Total Assets 47,180 52,298 57,956 64,511

E — Estimates
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Important Ratios

Particulars FY20A FY21E FY22E FY23E
(A) Margins (%)

Gross Profit Margin 25.3 24.0 26.0 26.0
EBIDTA Margin 10.9 11.0 11.0 11.0
EBIT Margin 9.5 9.4 9.4 9.5
Tax rate 30.5 27.4 29.0 25.0
Net Profit Margin 5.9 5.8 5.6 6.0
(B) As Percentage of Net Sales (%)

COGS 74.7 76.0 74.0 74.0
Employee 6.7 8.0 8.0 6.0
Other 7.8 5.0 7.0 9.0
(C) Measure of Financial Status

Gross Debt / Equity 0.3 0.3 0.3 0.3
Interest Coverage 4.5 4.1 4.4 4.5
Inventory days 34 31 32 32
Debtors days 167 195 195 195
Average Cost of Debt 18.6 15.4 15.4 15.3
Payable days 212 205 205 205
Working Capital days 18 59 52 62
FAT/O 12.5 11.9 14.4 17.5
(D) Measures of Investment

AEPS (Rs) 28.8 30.8 35.2 41.1
CEPS (Rs) 36.0 394 45.0 51.7
DPS (Rs) 3.6 4.0 4.0 4.0
Dividend Payout (%) 12.4 13.0 11.4 9.7
BVPS (Rs) 231.9 258.9 289.4 325.8
RoANW (%) 13.8 12.9 12.8 134
ROACE (%) 14.3 13.3 13.4 13.8
ROAIC (%) 18.8 17.7 18.7 18.7
(E) Valuation Ratios

CMP (Rs) 250 250 250 250
P/E 8.7 8.1 7.1 6.1
Mcap (Rs Mn) 38,140 38,140 38,140 38,140
MCap/ Sales 0.5 0.5 0.4 0.4
EV 46,540 43,316 45,692 43,156
EV/Sales 0.6 0.5 0.5 0.4
EV/EBITDA 54 4.7 4.4 3.7
P/BV 1.1 1.0 0.9 0.8
Dividend Yield (%) 1.4 1.6 1.6 1.6
(F) Growth Rate (%)

Revenue 111 5.0 15.0 10.1
EBITDA 10.5 6.2 15.0 10.1
EBIT 8.4 4.2 15.2 10.4
PBT 6.7 0.0 13.6 10.5
APAT 9.5 7.0 14.4 16.7
EPS 9.5 7.0 14.4 16.7
Cash Flow

(Rs Mn) FY20A FY21E FY22E FY23E
CFO 2,660 7,815 1,478 6,436
CFI (4,200) (2,000) (1,1200) (1,000)
CFF 3,395 (1,613) (1,754) (1,899)
FCFF 610 5,815 378 5,436
Opening Cash 1,460 3,370 7,594 6,218
Closing Cash 3,370 7,594 6,218 9,755

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%
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