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View: Weak quarter; Downgrade to Accumulate

= ACIL reported revenue above estimates however EBITDA margins and
PAT much below estimates.

= ACIL posted 7.7%/ -27.3%/ -30.3% YoY growth in revenue/ EBITDA/
APAT to Rs5.4 bn/ Rs317 mn/ Rs147 mn in Q3FY21.

= We broadly maintain our revenue and decrease EBITDA margins for
FY21E factoring 9MFY21 results. Accordingly, we downgrade APAT
estimates by 21.4% for FY21E. We broadly maintain our FY22E/ FY23
estimates. We estimate 8.7%/ 34.2% revenue/ APAT CAGR over FY20-
23E.

= ACILshould remain a net cash company, with an average RoCE/ RoE of
15.5%/ 11.6% over FY20-23E. Though company has a sizeable
orderbook and revenue visibility with 100% labour available, the stock
has increased 30% since our result update note dated 18 Nov’20. Thus,
we downgrade to Accumulate with a revised TP of Rs326 (14x FY23E
EPS).

Contraction in EBITDA margin due to write off/ higher input costs

ACIL has written off Rs420 mn/ Rs137.6 mn in FY20/ 9MFY21 resulting in
422 bps/ 282 bps YoY contraction in EBITDA margin to 8.1%/ 6.9%.
Adjusting the write off, EBITDA margin is lower by 199 bps/ 169 bps YoY to
10.3%/ 8.0%. Management expects Q4FY21 to be the last quarter for write
off of Rs60 mn.

Order book at 4.6x (TTM revenue)

CMP Rs 307
Target / Upside Rs 326 / 6%
NIFTY 15,163
Scrip Details
Equity / FV Rs 134mn /Rs 2
Market Cap Rs 21bn
USD 284mn
52-week High/Low Rs 370/ 136
Avg. Volume (no) 1,11,373
Bloom Code AHLU IN
Price Performance iMm 3M 12M
Absolute (%) 12 33 (6)
Rel to NIFTY (%) 7 15 (30)

Shareholding Pattern
Jun'20 Sep'20 Dec'20

Promoters 58.0 58.0 58.0
MF/Banks/Fls 235 246 259
Flls 15.1 13.0 11.6

Public / Others 3.5 4.5 4.5

Valuation (x)

ACIL received fresh orders worth Rs32.4 bn/ Rs20.86 bn during FY20/ FY21E FY22E  FY23E
YTDFY21. With comfortable orderbook, management is less hungry for P/E 35.3 17.3 13.2
order inflows and has bided for only projects worth Rs21 bn. The current EV/EBITDA 14.8 8.2 6.3
order book (Rs81.7 bn), provides revenue visibility for 4.6x TTM revenue.
Government orders contribute 81% vs. 80% (FY20) v/s 32% (FY14). We ROE (%) 7.0 13.0 14.8
maintain our order inflow estimates of Rs30 bn/ Rs30 bn for FY22E/ FY23E.  RoACE (%) 11.2 17.0 18.2
Estimates (Rs mn)
Q3FY21 Result (Rs Mn) FY21E FY22E FY23E
Particulars Q3FY21 Q3FY20 YoY (%) Q2FY21 QoQ(%) Revenue 18,142 21,039 24,191
Revenue 5,361 4,980 7.7 4,345 23.4  EBITDA 1,251 2,212 2,771
Total Expense 5,044 4,544 11.0 4,003 26.0 PAT 583 1,193 1,557
EBITDA 317 436 (27.3) 342 (7.3)  Eps(Rs) 87 178 233
Depreciation 76 81 (6.6) 73 3.7
EBIT 241 355  (32.0) 269  (10.3)
Other Income 48 25 90.7 70 (31.7) vpP Re-‘}i?i"g:lszhzfil‘g;%ggzg
Interest 90 93 (3.9) 98 (8.3) E-mail: shravans@dolatcapital.com
EBT 199 286 (30.5) 241 (17.3)
Tax >2 I (30.9) o1 (1>4) Associate: Maulik Shah
I womoa o me R
. . E-mail: mauliks@dolatcapital.com
(bps) (bps)
Gross Margin (%) 17.5 20.8 (331) 18.7 (122)
EBITDA Margin (%) 5.9 8.7  (284) 79  (196) Associate: Parth Bhavsar
NPM (%) 2.7 4.2 (150) 4.1 (139) E-mail: par'jrmekl:@)+dgolla%cf:a4;:)i?a(sl.9c7()7r§
Tax Rate (%) 26.0 26.1 (15) 25.4 60
EBIT Margin (%) 4.5 7.1 (262) 6.2 (169)
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Exhibit 1: Actual V/s DART estimates (Rs mn)

Particulars Actual DART Est % Variance| Comments
Revenue (Rs mn) 5,361 5,030 6.6| Led by better execution
EBITDA (Rs mn) 317 461 (31.2)| -

EBITDA%

59 92 (325) Higher construction and employee cost

PAT (Rs mn)

147 231 (36.3)| Due to poor operating performance

Source: Company, DART

Exhibit 2: Change in estimates — Downgrade FY21E and broadly maintain FY22E/ FY23E estimates

(Rs mn) FY21E FY22E FY23E
New Old % change New Old % change New Old %change
Net revenues 18,142 17,505 3.6 21,039 20,352 3.4 24,191 23,411 3.3
EBIDTA 1,251 1,562 (19.9) 2,212 2,442 (9.4) 2,771 2,814 (1.5)
EBIDTA margin (%) 6.9 8.9 (203) bps 10.5 12.0 (149) bps 11.5 12.0 (57) bps
Adj. Net Profit 583 742 (21.4) 1,193 1,292 (7.7) 1,557 1,504 3.5
EPS (Rs) 8.7 11.1 (21.4) 17.8 19.3 (7.7) 23.3 22.5 3.5

Source: DART, Company

Key earnings takeaways

Labour at pre covid levels but productivity not yet at 100%.

Bid pipeline is robust and company has bided for Rs21 bn worth of projects.
These include NBCC project in Delhi and Patna project both worth Rs10 bn
each and few Mumbai projects. Lot of activity witnessed in hospital and
commercial real estate in Gurgaon, Mumbai and Pune. Don’t except major
inflows in Q4FY21E and guided for Rs20 bn for FY22E.

Company is hopeful to match FY21E revenue to FY20 levels and grow 15% in
FY22E with EBITDA margins of 10-11%/ 11-12% in FY22E/ FY23E. Small issues
like farmer agitation and NGT continue to come up and hamper execution.

EBITDA margins impacted due to rise in raw material prices like steel and
provisions of Rs85 mn. ~80-85% of order book is pass through however,
government project reimbursement is bases on indexes and generally there
is a lag of 1-1.5 month. Company is not clear as to how much will be
compensated. Private projects compensate to the extent of the rise in cost
whereas government projects compensate on the basis of index.

Company had procured 10,000 tons of steel in Oct-Nov’'20 at Rs36 and
touched Rs60 in Dec’20. However, steel prices have started to soften a bit by
Rs4-5.

Total of Rs137.6 mn provisions are done in 9MFY21 and expect Rs60 mn
additional in Q4FY21. This will be the last provision done by the company.
Ahluwalia is cleaning up the balance sheet as advised by the auditor. 80% of
the provisions done are before 4-5 years old and all are for private contracts.

No payment issues as such and no slow moving projects. Private projects
picking up speed.

AlIMS Jammu revenue has started and Rs250 mn billing was done last
month, expect Rs400 mn billing per month from Apr’21. Auditorium project
will complete by Oct’21. Mohammadpur project has picked up pace and
doing Rs40-50mn per month. 2 hospital projects in HP designing is underway
and company has broken grounds. Kalyani and Nagpur AIIMS to be
completed by Jun’21. Central Vista 50% work is done and currently doing
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Rs400 mn billing per month and company is likely to hand over in 3 months.
Sion project work will commence in 1 month and Nalanda & Sapra will be
completed by Sept’21. Haryana project currently billing Rs150 mn per
month.

Capex of Rs190 mn done in 9MFY21 and expect Rs70-80 mn capex in
QA4FY21E. Expect FY22E to be lower than FY21E. Current employee run rate
will continue for next quarters.

Outstanding Debtors which are under litigation and after provisions are
made stood at Rs1.03 bn.

Mobilization advance/ Retention money/ Unbilled revenue stood at Rs2.95
bn/ Rs1.78 bn/ Rs2.43 bn and Gross Debt/ Cash stood at Rs320 mn/ Rs2.01
bn as on Dec’20. Debtors (excl. retention)/ Inventory (excl. retention)/
Creditors stood at Rs5.08 bn/ Rs2.08 bn/ Rs5.36 bn.

Arbitration proceedings are delayed since one year which are expected to
pick up. Expect company to receive award in FY22E. Arbitration claim of
Rs500 mn are in favour of Ahluwalia and are currently in High court.

Ahluwalia sold 1 flat for a value of Rs14.8 mn and unsold inventory stands at
Rs460 mn.

Exhibit 3: Income statement (Standalone)

Particulars (Rs mn) Q3FY21 Q3FY20 YoY (%) Q2FY21 QoQ(%)|] 9MFY21 9MFY20 YoY (%)
Revenue 5,361 4,980 7.7 4,345 23.4 12,205 13,357 (8.6)
Material consumed 2,511 2,451 2.4 2,100 19.6 5,820 6,332 (8.1)
Operating exp 334 225 48.4 287 16.4 786 686 14.6
Employees cost 443 370 19.5 353 25.6 1,060 1,121 (5.4)
Sub contract exp 1,579 1,268 24.5 1,145 37.9 3,284 3,536 (7.1)
Other expenditure 177 229 (22.6) 118 50.4 411 382 7.6
Total expenditure 5,044 4,544 11.0 4,003 26.0 11,361 12,057 (5.8)
EBITDA 317 436 (27.3) 342 (7.3) 844 1,300 (35.1)
Depreciation 76 81 (6.6) 73 3.7 221 238 (6.9)
Operating profit 241 355 (32.0) 269 (10.3) 623 1,063 (41.4)
Other income 48 25 90.7 70 (31.7) 188 75 150.0
EBIT 289 380 (23.9) 339 (14.7) 811 1,138 (28.7)
Interest 90 93 (3.9) 98 (8.3) 270 249 8.7
EBT 199 286 (30.5) 241 (17.3) 541 889 (39.2)
Tax 52 75 (30.9) 61 (15.4) 139 306 (54.6)
Net income 147 211 (30.3) 180 (18.0) 402 583 (31.1)
EPS (Rs) 2.2 3.2 (30.3) 2.7 (18.0) 6.0 8.7 (31.1)

bps bps bps
EBIDTA Margin (Excl. O.1.) 5.9 8.7 (284) 7.9 (196) 6.9 9.7 (282)
EBIDTA Margin (Incl. O.1.) 6.8 9.3 (245) 9.5 (268) 8.5 10.3 (184)
NPM (%) 2.7 4.2 (150) 4.1 (135) 3.2 4.3 (110)
Tax/PBT (%) 26.0 26.1 (15) 25.4 60 25.7 34.4 (873)
Material cons/Revenue (%) 82.5 79.2 331 81.3 122 81.0 79.0 202

Source: DART, Company

February 15, 2021

Ahluwalia Contracts



DART”

Exhibit 4: Rs81.7 bn order book break up

Exhibit 5: Order book trend (Standalone)
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Exhibit 6: Revenue CAGR of 8.7% over FY20-23E

Source: Company, DART

Exhibit 7: EBITDA Margin trend
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Exhibit 8: Net Debt free company (Rs mn)

Source: Company, DART

Exhibit 9: Return Ratio Trend
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Profit and Loss Account

(Rs Mn) FY20A FY21E FY22E FY23E
Revenue 18,849 18,142 21,039 24,191
Total Expense 17,319 16,891 18,827 21,420
COGS 15,038 14,641 16,200 18,530
Employees Cost 1,543 1,512 1,815 1,996
Other expenses 738 738 812 893
EBIDTA 1,530 1,251 2,212 2,771
Depreciation 319 306 368 435
EBIT 1,211 945 1,844 2,337
Interest 350 370 400 410
Other Income 104 209 160 168
Exc./ E.O. items 0 0 0 0
EBT 966 784 1,604 2,094
Tax 322 201 411 537
RPAT 644 583 1,193 1,557
Minority Interest 0 0 0 0
Profit/Loss share of associates 0 0 0 0
APAT 644 583 1,193 1,557
Balance Sheet

(Rs Mn) FY20A FY21E FY22E FY23E
Sources of Funds

Equity Capital 134 134 134 134
Minority Interest 0 0 0 0
Reserves & Surplus 7,906 8,469 9,642 11,179
Net Worth 8,040 8,603 9,776 11,313
Total Debt 474 350 450 450
Net Deferred Tax Liability (236) (227) (218) (209)
Total Capital Employed 8,278 8,726 10,008 11,554
Applications of Funds

Net Block 2,208 2,152 2,484 2,749
CWIP 2 2 2 2
Investments 63 63 63 63
Current Assets, Loans & Advances 15,092 15,413 17,084 19,633
Inventories 2,208 2,196 2,448 2,785
Receivables 5,973 6,205 7,048 8,104
Cash and Bank Balances 2,439 2,495 2,962 3,507
Loans and Advances 0 0 0 0
Other Current Assets 4,472 4,517 4,626 5,237
Less: Current Liabilities & Provisions 9,083 8,903 9,624 10,893
Payables 5,231 5,236 5,554 6,319
Other Current Liabilities 3,852 3,667 4,070 4,574
Net Current Assets 6,009 6,510 7,459 8,740
Total Assets 8,282 8,726 10,008 11,554

E — Estimates
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Important Ratios

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

Gross Profit Margin 20.2 19.3 23.0 23.4
EBIDTA Margin 8.1 6.9 10.5 11.5
EBIT Margin 6.4 5.2 8.8 9.7
Tax rate 33.3 25.6 25.6 25.6
Net Profit Margin 3.4 3.2 5.7 6.4
(B) As Percentage of Net Sales (%)

COGS 79.8 80.7 77.0 76.6
Employee 8.2 8.3 8.6 8.3
Other 3.9 4.1 3.9 3.7
(C) Measure of Financial Status

Gross Debt / Equity 0.1 0.0 0.0 0.0
Interest Coverage 3.5 2.6 4.6 5.7
Inventory days 43 44 42 42
Debtors days 116 125 122 122
Average Cost of Debt 64.5 89.8 100.0 91.1
Payable days 101 105 96 95
Working Capital days 116 131 129 132
FAT/O 8.5 8.4 8.5 8.8
(D) Measures of Investment

AEPS (Rs) 9.6 8.7 17.8 23.3
CEPS (Rs) 14.4 13.3 23.3 29.7
DPS (Rs) 0.4 0.3 0.3 0.3
Dividend Payout (%) 3.8 34 1.7 1.3
BVPS (Rs) 120.0 128.4 145.9 168.9
RoOANW (%) 8.4 7.0 13.0 14.8
ROACE (%) 12.4 11.2 17.0 18.2
ROAIC (%) 17.4 15.8 24.0 26.1
(E) Valuation Ratios

CMP (Rs) 307 307 307 307
P/E 32.0 35.3 17.3 13.2
Mcap (Rs Mn) 20,595 20,595 20,595 20,595
MCap/ Sales 1.1 1.1 1.0 0.9
EV 18,631 18,450 18,083 17,538
EV/Sales 1.0 1.0 0.9 0.7
EV/EBITDA 12.2 14.8 8.2 6.3
P/BV 2.6 2.4 2.1 1.8
Dividend Yield (%) 0.1 0.1 0.1 0.1
(F) Growth Rate (%)

Revenue 7.4 (3.8) 16.0 15.0
EBITDA (29.3) (18.3) 76.9 25.3
EBIT (35.9) (22.0) 95.2 26.7
PBT (46.2) (18.9) 104.6 30.6
APAT (45.1) (9.5) 104.6 30.6
EPS (45.1) (9.5) 104.6 30.6
Cash Flow

(Rs Mn) FY20A FY21E FY22E FY23E
CFO 1,097 612 1,327 1,507
CFI (386) (41) (540) (532)
CFF (364) (514) (320) (430)
FCFF 734 362 627 807
Opening Cash 2,092 2,439 2,495 2,962
Closing Cash 2,439 2,495 2,962 3,507

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 Mar20  Accumulate 224 172

380 1 Mar-20 Buy 224 179

330 - Jul-20 Reduce 212 210
Aug-20 Accumulate 266 244

280 - Nov-20 Buy 292 236

230 A

180 - W

130 T T r

S 8§ § 2 8 8 8 8 = 8 8 & «
*Price as on recommendation date

DART Team
Purvag Shah Managing Director purvag@dolatcapital.com +9122 4096 9747
Amit Khurana, CFA Head of Equities amit@dolatcapital.com +9122 4096 9745

CONTACT DETAILS
Equity Sales Designation E-mail Direct Lines
Dinesh Bajaj VP - Equity Sales dineshb@dolatcapital.com +9122 4096 9709
Kapil Yadav VP - Equity Sales kapil@dolatcapital.com +9122 4096 9735
Yomika Agarwal VP - Equity Sales yomika@dolatcapital.com +9122 4096 9772
Jubbin Shah VP - Derivatives Sales jubbins@dolatcapital.com +9122 4096 9779
Ashwani Kandoi AVP - Equity Sales ashwanik@dolatcapital.com +9122 4096 9725
Lekha Nahar AVP - Equity Sales lekhan@dolatcapital.com +9122 4096 9740
Equity Trading Designation E-mail
P. Sridhar SVP and Head of Sales Trading sridhar@dolatcapital.com +9122 4096 9728
Chandrakant Ware VP - Sales Trading chandrakant@dolatcapital.com  +9122 4096 9707
Shirish Thakkar VP - Head Domestic Derivatives Sales Trading  shirisht@dolatcapital.com +9122 4096 9702
Kartik Mehta Asia Head Derivatives kartikm@dolatcapital.com +9122 4096 9715
Dinesh Mehta Co- Head Asia Derivatives dinesh.mehta@dolatcapital.com +9122 4096 9765
Bhavin Mehta VP - Derivatives Strategist bhavinm@dolatcapital.com +9122 4096 9705

Dolat Capital Market Private Limited.
Sunshine Tower, 28th Floor, Senapati Bapat Marg, Dadar (West), Mumbai 400013
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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.

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

1l. 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.
and its affiliated companies are part of a multi-service, integrated investment banking, brokerage and financing group. Dolat Capital Market Private
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
Limited. and/or its affiliated company(ies) might have received or may receive compensation from the company(ies) mentioned in this report for rendering
any of the above services. Research analysts and sales persons of Dolat Capital Market Private Limited. may provide important inputs to its affiliated
company(ies) associated with it. While reasonable care has been taken in the preparation of this report, it does not purport to be a complete description
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
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.
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.
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 Com mission (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 StoneX Financial Inc.(“StoneX”). Transactions in securities discussed in this research report should be effected through StoneX Financial
Inc.(“StoneX”) or another U.S. registered broker dealer/Entity as informed by Dolat Capital Market Private Limited. from time to time.
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