Ashoka Buildcon (asHsui)

CMP: % 105

Target: ¥ 110 ( 5%)

Target Period: 12 months
February 8, 2021

Weak execution; muted order inflows

Ashoka Buildcon (ABL) reported a weaker-than-expected performance
during Q3FY21 wherein standalone revenue were flattish YoY at¥ 981 crore
largely impacted by delays in appointed dates (AD) in certain HAM, EPC
projects. Also, its operating margin declined 188 bps YoY to 10.8%, owing
to a muted topline performance, unfavourable change in project mix and
deferral of profitability recognition in some projects. At the PAT level, weak
operating show translated into muted bottomline at ¥ 85.7 crore, flat YoY).

Order book at ¥ 9,152 crore as of Q3FY21

ABL’s order book (OB) at the end of Q3FY21 was at < 9,152 crore (OB-to-bill
ratio of 2.5x TTM revenues) spread across roads - HAM (% 3,923 crore), roads
- EPC (X 2,988 crore), power T&D and others (X 1,466 crore), railways (X 692
crore), and CGD (% 83 crore) segments. During Q3FY21, the company has
secured projects from a) NTPC Renewable Energy worth % 503 crore for EPC
package of 160 MW solar PV project in Rajasthan and b) smaller contracts in
power segment worth ~% 300 crore in Uttar Pradesh and Bihar. Going
forward, the management has guided for order inflow of ¥ 2,000-2,500 crore
in the rest of FY21, with higher competitive intensity in roads and highways
segment. On the execution front, the management expects a pick-up with
desired level of labour availability and improvement in executable order
book with expected AD in certain projects soon. Post a 2% YoY decline in
EPC revenues, we bake in ~15% CAGR in EPC revenues in FY21-23E to
¥ 5099.2 crore. Furthermore, operating margin is likely to be lower at 11.5%,
as the management has tempered its guidance to 11-11.5% vs. 12-13%,
guidance given earlier.

Equity infusion, asset monetisation update

ABL has infused ~% 600 crore up to Q3FY21 in the HAM project. It is further
expected to infuse T 164 crore in Q4FY21, ~% 160 crore in FY22E based on
current order book position. In addition, ABL expects closure of SBI-
Macquarie deal by March 2021 and receipts of fund by September 2021 (has
received binding offer by potential investors; currently under evaluation
stage. We will monitor the fructification and valuation thereof, for the deal,
which will be the key for leverage ahead.

Valuation & Outlook

Key factors such as a) ABL's weaker-than expected performance in Q3FY21,
b) muted order inflows, c) moderated operating margin and d) persistent
delay in SBI-Macquarie stake sell remain a cause of concern for us. We
believe asset monetisation will be key for rerating of EPC business multiples.
We conservatively bake in construction revenue growth at 9% CAGR in
FY20-23E (~15% in FY21-23E) to ¥ 5,099 crore and moderation in EBITDA
margins as guided. We maintain HOLD rating on the stock with an SoTP-
based target price of ¥ 110/share (vs. X 95/share earlier).

Key Financial Summary

% crore FY19 FY20 FY21E FY22E
Net Sales 4930.1 5070.5 4842.6 5645.8
EBITDA 1394.3 1575.2 1405.3 1549.9
EBITDA Margin (%) 28.3 31.1 29.0 27.5
PAT 26.7 165.3 151.9 262.9
EPS R) -1.8 8.8 8.1 14.0
P/E (x) -87.9 17.8 19.4 1.2
EV/EBITDA (x) 6.0 5.1 5.9 5.2
RoNW (%) -11.7 40.0 26.9 31.7
RoCE (%) 13.9 15.1 13.4 14.5
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Particular Amount R crore)
Market Capitalization 2,940.6
Total Debt 5,580.7
Cash 505.9
EV 8,015.4
52 week H/L ) 151/317
Equity capital 140.4
Face value 35

Key Highlights

®  Order book is at % 9,152 crore as
of Q3FY21, implying order book-
to-bill ratio of 2.5x TTM revenues

®  Maintain HOLD rating with SoTP-
based target price of ¥ 110/share

Key risks to our call

® Faster than expected order

inflows/execution

® Delay in asset monetisation
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FY23E CAGR FY20-23E
6434.7 8.3%
1656.9 1.7%
25.8
281.6 20.3%
15.4
10.2
4.7
25.8
15.3

Source: Company, ICICI Direct Research
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Exhibit 1: Variance Analysis

Particulars Q3FY21 Q3FY21E  Q3FY20 YoY (%) Q2FY21 QoQ (%) Comments
Revenues were impacted by delays in

Income from Operations 980.7 1,062.4 983.6 0.3 871.5 11.8 appointed dates (AD) in certain HAMI/EPC
projects

Other Income 47.3 40.0 36.9 28.0 49.8 -5.2

Operating Expenses 806.9 822.3 773.4 4.3 633.6 21.3

Employee Expenses 43.7 42.5 52.9 -17.4 43.5 0.5

Other expenditure 24.6 63.7 32.9 -25.2 69.4 -64.6

EBITDA 105.5 133.9 124.3 -15.1 130.9 -19.4

Margins lower due to muted topline
performance, unfavourable change in project

n(9
EBITDA Margin(®%) 108 126 126 ‘188bps  14.9 416 bps mix and deferral of profitability recognition in
some projects
Depreciation 21.6 24.0 28.4 -23.9 21.8 -0.9
Interest 18.3 22.0 20.0 -8.3 19.7 -6.8
PBT 112.9 127.9 112.9 0.0 139.3 -19.0
Taxes 21.2 32.2 21.4 -0.5 34.6 -21.4
PAT 85.6 95.6 85.5 0.1 104.7 -18.2

Source: Company, ICICI Direct Research

Exhibit 2: Change in estimates

FY20 FY21E FY22E FY23E Comments
[ Crore) old New % Change Old New % Change
Revenue 5,070.5 4,8426 55216 56458 2.2 6,392.7 6,434.7 0.7 Realign estimates post M9FY21
EBITDA 1,575.2 1,405.3 1,557.2 1,549.9 -0.5 1,677.4 1,656.9 -1.2
EBITDA Margin (%) 31.1 29.0 29.0 21.5 -157 bps  27.5 25.8 -170 bps
PAT 165.3 151.9 209.6 262.9 25.4 2458  281.6 17.0
Diluted EPS (%) 5.9 5.4 1.5 9.4 25.4 8.8 10.2 17.0 Realign tax rates and depreciation

Source: Company, ICICI Direct Research
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Conference call highlights

Industry update: The roads and highways sector has been the
government'’s focus area, which can be seen via robust awarding
and construction activities and higher budgetary allocations. Roads
construction by MoRTH during April 15, 2020-January 2021
improved to 8,169 km despite disruptions caused by Covid-19
pandemic. Additionally, awarding by NHAI remains elevated and has
increased their tendering target to 5,200 km for FY21 (from earlier
target of 4,500 km)

Order book: ABL's OB was at ¥ 9,152 crore. Roads - HAM
contributed 42.9% to total OB followed by roads — EPC (32.7%),
power T&D and others (16%), railways (7.6%) and CGD (0.9%)
segments. Despite robust awarding by various authorities in roads,
infra and power sector, order inflows for the company during
Q3FY21 have remained benign and secured a) project worth ¥ 503
crore from NTPC Renewable Energy for EPC package of 150 MW
Solar PV project in Rajasthan and b) smaller contracts in power
segment worth ~% 300 crore in Uttar Pradesh and Bihar. Going
forward, the management has guided for order inflows of ¥ 2,000 -
2,500 crore, T 5,000-6,000 crore in the rest of FY21, FY22E,
respectively. The company’s focus remains on roads (HAM and EPC)
and power sector. However, it is also targeting orders from the other
infrastructure verticals such as building and solar for order inflows
in the near future

Management guidance, AD in HAM, EPC: Execution for ABL has
stayed weak in 9MFY21 largely marred by disruptions due to Covid-
19 pandemic, heavy monsoons, delays in ADs for certain projects.
However, the management expects execution to pick up, going
forward, with a) availability of desired level of labour availability,
smoothening of raw material supply chain on project sites and b)
incremental revenue from i) receipt of AD in Kandi Ramsanpalle
project (BPC: ¥ 1,000 crore) and ii) expected AD in Tumkur-
Shivamogga Package - Ill and two EPC projects in Bihar during
Q4FY21. The management expects flat, 20-25% YoY topline growth
during FY21E, FY22E, respectively. However, operating margin is
likely to moderate to 11-11.5% with expected change in project mix

Equity commitment: Based on current order book position, ABL is
likely to infuse ¥ 164 crore in Q4FY21, ~% 160 crore in FY22E mainly
towards equity requirement of HAM projects

CGD Business: ABL has invested ¥ 130 crore (including JV’s share)
in CGD business till now and expects significant capex to be done in
the next two to three years. Total investment in the projects is likely
to be ¥ 808 crore (funding: T 550 crore by debt; rest by equity). With
significant capex, the management expects revenue from the
business to reach ¥ 90 crore, ¥ 350 crore in FY22E, FY25E,
respectively, from expected ~3 26 crore topline during FY21

Toll collection: Gradual expansion in economic activity has
translated into healthy improvement in toll collections across ABL's
BOT projects. Gross consolidated toll collection during Q3FY21 has
improved 12.4% YoY (to < 260 crore). Additionally, the management
expects further improvement with continued traffic growth
witnessed across its major toll assets

ICICI Securities | Retail Research
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e Debt update: ABL’s consolidated debt increased from ¥ 5,643.3
crore as of September 30, 2020 to ¥ 5,975.7 crore as of December
31, 2020. Of this, ¥ 349.6 crore is standalone debt (X 173 crore -
equipment loan, andX 177 crore - WC loan), ¥ 5,476.1 crore is project
debt and ¥ 150 crore is NCD loan. The management expects debt to
remain elevated in the near term with higher working capital
requirements

e (Capex: The company has incurred minimal capex of ¥ 15 crore in
9MFY21. However, capex is likely to return to its normalised level of
¥ 80-85 crore during FY22E

e Asset monetisation: The process on exit of SBI-Macquarie deal was
started in September 2019. However, it got interrupted due to Covid-
19 pandemic. Additionally, the company is looking to monetise its
BOT/HAM completed and under-completed projects. Currently, few
potential investors are keen and substantial due diligence are
completed. The company has also received binding offers from
potential investors and are currently at evaluation stage. The
management expects closure of the deal by FY21-end and receipt of
funds by September 2021. Book value estimated is T 2,700 crore
(including completed BOT and HAM projects)

ICICI Securities | Retail Research 4
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Company Analysis

Exhibit 3: Quarterly order book trend Exhibit 4: Annual order book trend
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Source: Company, ICICI Direct Research

Exhibit 5: Annual EPC revenue and EBITDA margin trend
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Exhibit 6: Gross toll collection trend
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Exhibit 7: Quarterly gross toll collection trend

[ crore) I{ 03FY21\I Q2FY21 Q1FY21 Q4FY20 Q3FY20 YoY (%) Q00 (%)
ABL Owned Projects I 1

Ahmednagar - Aurangabad | : - - 5.9 6.1

Wainganga Bridge 1 9.3| 1.9 4.9 1.5 1.4 25.6% 17.2%
Katni Bypass ! 6.1] 5.3 4.7 5.2 5.4 12.9% 15.9%
Others# : 0.91 0.6 0.4 0.9 1.0 -8.2% 41.3%
Sub-total I 163! 13.8 10.0 19.6 19.9 -18.1% 17.8%
Sub-total (like-to-like basis) | 15.4: 13.2 9.5 12.7 12.8 20.2% 16.7%
ACL Projects | I

Belgaum Dharwad : 21.71 20.1 11.8 22.6 23.4 18.4% 37.7%
Dhankuni — Kharagpur I 107.01 93.3 53.6 87.9 90.6 18.1% 14.7%
Bhandara 1 21.4! 17.9 11.7 18.2 18.0 19.1% 19.5%
Durg | 23.7: 19.7 13.1 20.1 20.0 18.5% 20.2%
Jaora — Nayagaon ! 44.9) 42.4 22.5 42.4 43.9 2.3% 5.8%
Pimpalgaon — Nashik — Gonde : | - -

Sambalpur I 19.11 17.0 10.7 17.3 16.4 16.6% 12.6%
Sub-total | 243.8: 210.5 123.4 208.4 212.2 14.9% 15.8%
Sub-total (like-to-like basis) 1 243.8; 210.5 123.4 208.4 212.2 14.9% 15.8%
Grand Total : 260.1) 224.3 133.4 228.0 2321 12.1% 16.0%
(Grand total) like-to-like basis « _ 259.2 223.7 133.0 221.2 225.0 15.2% 15.9%

Source: ICICI Direct Research, Company

Exhibit 8: Consolidated revenue trend

7000.0 -
6000.0 -
5000.0 -

4000.0 -

(T crore)

3000.0

2000.0 -

4930.1
4842.6
5645.8

1000.0

FY19 FY20 FY21E FY22E FY23E

Source: Company, ICICI Direct Research

Exhibit 9: Consolidated EBITDA margin trend
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Valuation & Outlook

Key factors such a) ABL’s weaker-than expected performance during
Q3FY21, b) muted order inflows, ¢) moderated operating margin and d)
persistent delay in SBI-Macquarie stake sale remain cause of concern for us.
We believe asset monetisation will be key for rerating of EPC business
multiples. We conservatively bake in construction revenue growth at 49%
CAGR over FY20-23 (~15% over FY21-23E) to ¥ 5,099 crore and moderation
in EBITDA margins as guided. We maintain HOLD rating on the stock with
an SoTP-based target price of ¥ 110/share (vs. ¥ 95/share earlier).

Exhibit 10: ABL valuation

Length TPCR Debt (R Equity Eq share (X ABL Equity  Value/share

Project N Stake (% CoE(%

roject Name e (%) (km) crore) crore) crore) crore) oE(%) Value [ cr) R)
Ashoka Buildcon Limited (ABL) - BOT
Katni Bypass 99.9 17.6 70.9 53.5 17.4 17.4 14.0 62.0 2.2
Nashirabad ROB 100.0 4.0 14.7 13.3 1.5 1.5 14.0 4.0 0.1
Dhule Bypass 99.9 6.0 5.8 5.2 0.6 0.6 14.0 8.4 0.3
Dewas Bypass 100.0 20.0 61.3 36.0 25.3 25.3 14.0 64.2 2.3
Indore Edalabad 99.7 203.0 165 101.5 63.5 63.3 14.0 450.2 16.0
Wainganga Bridge 50.0 13.0 40.9 35.0 5.9 3.0 14.0 91.7 3.3
FOB Eastern Expressway 100.0 NA 3.7 1.8 2.0 2.0 14.0 0.7 0.0
KSHIP 51.0 110.0 471.0 281.0 47.0 24.0 14.0 58.1 2.1
Total (ABL)-BOT (A) 373.6 833.3 533.2 163.1 136.9 739.3 26.3
EPC (B) 100.0 5x FY23E EV/EBITDA 2902.7 103.4
ACL stake valuation ( C) 61.0 50% Holding company Discount 231.1 8.2
Less Standalone debt (D) - FY23 700.0 24.9
Total SoTP Valuation (A+B+C-D) 3173.2 113.0
Rounded off Target Price 110.0

Source: Company, ICICI Direct Research

Exhibit 11: Price Performance
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Financial summary

Exhibit 12: Profit and loss statement % crore @ Exhibit 13: Cash flow statement g crore

 Crore) FY20 FY21E FY22E FY23E [ Crore) FY20 FY21E FY22E  FY23E
Net Sales 5070.5 4842.6 5645.8 6434.7 Profit after Tax 165.3 151.9 262.9 287.6
Other income 81.7 9.3 98.4 9.8 Depreciation 299.8 2771 357.2 4273
Total Revenue 5152.2 4940.9 5744.2 6531.5 Interest 1,042.6 929.2 936.1 937.6
Raw Material Expense 181.6 230.7 364.4" 531.3 Others (163.5)  (196.7) (196.8)  (193.7)
Operating Expenditure 1861.1 1813.5 2108.3 2397.3 Cash Flow before wc changes 1,591.8 1,426.4 1,584.9 1,697.8
Cost of materials sold 1159.4 1107.3 1290.9 1471.3 Changes in WC (109.7)  (521.6) (275.8)  (315.7)
Employee benefit expenses 293.3 285.8 332.3 371.8 Taxes Paid (166.6)  (166.6) (127.1)  (142.1)
Total Operating Expenditure 3495.3 3431.3 4095.9 4771.7 Net CF from operating activities 1,315.5 7383 11820 1,240.0
EBITDA 15752 14053 15499 16569 o ichase)Sale of Fixed Assets  (143.9)  (87)  (64.0) (105.1)
Interest 10426 9292 9361 W76 oy ein Others - Premium Paya  49.7  (325.0) (231.5)  (183.3)
Depreciation 299.8 2171 37.2 4213 Nt CF from Investing activiies  (24.3)  (235.4) (197.1)  (191.5)
Other income 81.7 98.3 98.4 96.8 )

PBT 3146 2074 350  3sgg  ncrease/Decreasein NW (38.5) ’ : :
Taxes 165.9 166.6 127.1 142.1 Increase/D(.ecrease in Debt 80.4 229.6 (431.6)  (543.6)
PAT before MI 1487 1308 2279 246  InterestPaid (1.0426)  (3929.2)  (336.1)  (337.6)
Minority Interest 5.0 0.0 0.0 0.0 Change in Minority Interest 9.0 106.8 158.2 214.9
Share of Profit from Associates 1.7 21.1 35.0 40.8 Net CF from Financing activities  (991.7)  (592.9) (1,209.5) (1,266.3)
PAT 165.3 151.9 262.9 287.6 Net Cash flow 299.6 (90.0)  (224.6) (217.8)
Adiusted EPS (Diuted) 5.9 5.4 9.4 102 Opening Cash 2342 7544 G644 4398
Source: Company, ICICI Direct Research Closing Cash/ Cash Equivalent 754.4 664.4 439.8 221.9

Source: Company, ICICI Direct Research

Exhibit 14: Balance sheet I crore I Exhibit 15: Key ratios

% Crore) FY20 FY21E FY22E FY23E FY20 FY21E FY22E FY23E
Liabilities Per Share Data (3)
Equity Capital 140.4 140.4 140.4 140.4 EPS 5.9 5.4 9.4 10.2
Reserve and Surplus 273.3 425.2 688.1 975.8 Cash EPS 16.6 15.3 22.1 25.5
Total Shareholders funds 43.7 565.6 828.5 1,116.1 Book Value 22.1 30.2 44.3 59.6
Minority Interest 128.0 234.8 393.0 607.9
Total Debt 5816.2 60458 56141  5070.5 Operating Ratios (%)
Deferred Tax Liability - - - - EBITDA / Net Sales 31.1 29.0 21.5 25.8
Other- NHAI Premium Payable 2,608.0 2,283.0 2,051.4 1,868.2 PAT / Net Sales 3.3 31 47 45
Total Liabilities 10,182 10,498 10,661 10,419 Inventory Days 313 316 316 316
Assets Debtor Days 78.0 91.3 91.3 91.3
Gross Block 9,569.2  9,375.4 94053  9,349.6
o O L LS T e
Copital WIP o o o e RoNW 40.0 26.9 31.7 25.8
Total Fixed Assets 7,776.0 7,507.7 7,214.5 6,892.3 EEI(EIE 12; 123 :g? :23
Investments 185.8 185.8 185.8 185.8 . . : : : :
Inventory 4308 4189 4884  oopp  Valuation Ratios (x)
Sundry Debtors 1,083.0  1,2106  1,411.4  1,608.7 EV/ E_BITDA 51 59 52 &7
Loans & Advances o575 1,2501  1,467.9 7 1,673.0 P/E (Diluted) NA NA 5 6.8
Cash & Bank Balances 754.4 664.4 439.8 2219  EV/NetSales 1.6 17 14 12
Other Current Assets M3.3 208.4 243.0 2170 Market Cap/ Sales 0.6 0.6 0.5 0.5
Total Current Assets 29429  3,761.4 40505  4,337.2 Price to Book Value (Diluted) 47 3.5 24 1.8
Other Current Liabilities 3,460.3  3,338.4 38921  4,4359 Solvency Ratios (x)
Provisions 888.2 888.2 888.2 888.2 Net Debt / Equity 12.2 9.5 6.2 43
Net Current Assets (1,405.6) (465.2) (729.8) (986.9) Debt / EBITDA 3.7 4.3 3.6 3.1
Total Assets 10,182 10,498 10,661 10,419 Current Ratio 0.9 1.2 1.2 1.2
Source: Company, ICICI Direct Research Quick Ratio 0.7 1.0 1.0 1.0

Source: Company, ICICI Direct Research
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RATING RATIONALE

ICICI Direct endeavors to provide objective opinions and recommendations. ICICI Direct assigns ratings to its
stocks according to their notional target price vs. current market price and then categorizes them as Buy, Hold,
Reduce and Sell. The performance horizon is two years unless specified and the notional target price is defined
as the analysts' valuation for a stock

Buy: >15%
Hold: -5% to 15%;
Reduce: -15% to -5%;

Sell: <-15%
\1cic direct.com| 1 1 z
I»vnlnnhu'o':::u'!mluhps | BHOI{ER \ :
ICICI Securities Ltd. 75 sTARMINE | |
@a;ﬁmwaru 2012 A;L
Pankaj Pandey Head — Research pankaj.pandey@icicisecurities.com

ICICI Direct Research Desk,
ICICI Securities Limited,

1st Floor, Akruti Trade Centre,
Road No 7, MIDC,

Andheri (East)

Mumbai - 400 093
research@icicidirect.com
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ANALYST CERTIFICATION

I/We, Bhupendra Tiwary, CFA, MBA (Finance), Lokesh Kashikar, MMS, Research Analysts, authors and the names subscribed to this report, hereby certify that all of the views expressed in this research report accurately reflect our
views about the subject issuer(s) or securities. We 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. It is also confirmed that above
mentioned Analysts of this report have not received any compensation from the companies mentioned in the report in the preceding twelve months and do not serve as an officer, director or employee of the companies mentioned in
the report.

Terms & conditions and other disclosures:

ICICI Securities Limited (ICICI Securities) is a full-service, integrated investment banking and is, inter alia, engaged in the business of stock brokering and distribution of financial products.

ICICI Securities is Sebi registered stock broker, merchant banker, investment adviser, portfolio manager and Research Analyst. ICICI Securities is registered with Insurance Regulatory Development Authority of India Limited (IRDAI)
as a composite corporate agent and with PFRDA as a Point of Presence. ICICI Securities Limited Research Analyst SEBI Registration Number — INH000000990. ICICI Securities Limited SEBI Registration is INZ000183631 for stock
broker. ICICI Securities is a subsidiary of ICICI Bank which is India’s largest private sector bank and has its various subsidiaries engaged in businesses of housing finance, asset management, life insurance, general insurance, venture
capital fund management, etc. (“associates”), the details in respect of which are available on www.icicibank.com.

ICICI Securities is one of the leading merchant bankers/ underwriters of securities and participate in virtually all securities trading markets in India. We and our associates might have investment banking and other business relationship
with a significant percentage of companies covered by our Investment Research Department. ICICI Securities and its analysts, persons reporting to analysts and their relatives are generally prohibited from maintaining a financial
interest in the securities or derivatives of any companies that the analysts cover.

Recommendation in reports based on technical and derivative analysis centre on studying charts of a stock's price movement, outstanding positions, trading volume etc as opposed to focusing on a company's fundamentals and, as

Our proprietary trading and investment busil may make i decisions that are inconsi with the recomr i p d herein.

ICICI Securities Limited has two independent equity research groups: Institutional Research and Retail Research. This report has been prepared by the Retail Research. The views and opinions expressed in this document may or may
not match or may be contrary with the views, estimates, rating, and target price of the Institutional Research.

The information and opinions in this report have been prepared by ICICI Securities 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 ICICI Securities. While we would
endeavour to update the information herein on a reasonable basis, ICICI Securities is under no obligation to update or keep the information current. Also, there may be regulatory, compliance or other reasons that may prevent ICICI
Securities 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 ICICI Securities policies, in
circumstances where ICICI Securities 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
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