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Stock Info

Bloomberg VRLL IN
Equity Shares (m) 88
M.Cap.(INRb)/(USDb) 57.4/0.7
52-Week Range (INR) 719 /328
1, 6, 12 Rel. Per (%) 4/41/86
12M Avg Val (INR M) 187
Free float (%) 30.4
Financials Snapshot (INR b)

Y/E March 2022 2023E 2024E
Net Sales 23.9 28.5 30.9
EBITDA 4.0 4.8 5.6
Adj. PAT 1.6 2.1 2.7

Adj.EPS(INR) 181 240 308
EPS Gr. (%) 2553 321 286
BV/Sh. (INR) 73.8 917 1341

Ratios

Net D/E (x) 0.2 0.2 -0.1
RoE (%) 25.6 28.9 27.3
RoCE (%) 24.0 25.3 24.0
Payout (%) 44.1 25.1 11.5
Valuations

P/E (x) 35.8 27.1 21.1
P/BV (x) 8.8 7.1 4.8
EV/EBITDA (x) 14.5 12.4 10.1
Div. Yield (%) 1.2 0.9 0.9
FCF Yield (%) 3.3 1.7 3.9
Shareholding pattern (%)

As On Jun-22 Mar-22 Jun-21
Promoter 69.6 69.6 69.6
] 13.6 15.1 18.5
Fil 5.4 3.6 2.2
Others 11.5 11.7 9.7

FIl Includes depository receipts

To exit Bus operations; to focus on the high growth
Goods Transport

B VRLL announced the sale of its Bus division for INR2.3b to Vijayanand Travels Pvt.
(VTPL), an entity owned by the promoter group. The slump sale is being undertaken
on the basis of an independent valuation obtained from Grant Thornton Bharat and
has been executed at an arms-length basis. The transaction is subject to the receipt
of requisite approvals.

B As per the management, average revenue per passenger in the Bus segment has
been declining, while costs have been on a rise. VRLL has been unable to pass on the
cost increase to customers due to rising competition. The majority of its Bus fleet is
above nine years old and is due for replacement, which will require a higher capex.
VRLL has seen a sharp drop in capacity utilization of Buses to 50% in FY22 from 60%
in FY18. Due to the above-mentioned concerns and a weakening outlook, the
management has decided to exit this business.

B Sale of the Bus segment is a positive for VRLL as the management will be able to
better focus on the high growth Goods Transport business. The proceeds accruing to
VRLL will be used to partially fund truck fleet additions. It may take on lower debt
than that estimated earlier. EBITDA margin can be better in FY24 than that expected
earlier as the Bus segment was generating lower margin and was a drag on overall
profitability. We have revised our FY24 EPS upwards by 8% to incorporate a higher
EBITDA margin and lower debt. We now expect VRLL to clock a revenue/EBITDA/PAT
CAGR of ~14%/17%/30% over FY22-24. The stock trades at 21x FY24E EPS. We
maintain our Buy rating with a revised TP of INR860 (28x FY24E EPS).

Overall performance to improve with the sale of the low growth Bus

business

m  VRLL is selling its Bus segment, which is engaged in Passenger transportation
and currently owns a fleet of 277 buses. It operates buses in Karnataka,
Maharashtra, Andhra Pradesh, Telangana, and Goa.

m The sale, at INR2.3b, is in line with the valuation of its Bus operations as
conducted by Grant Thornton Bharat and its net worth is INR0.35b. VRLL is
likely to see a net cash inflow of INR1.9b after taxes.

®  The Bus segment has been struggling with low capacity utilization, lesser
margin, an ageing fleet, and excessive competition from the Railways and
regional Airlines with an increase in new routes and capacities.

Valuation and view

m  We have revised our FY24 EPS estimate upwards by 8% to incorporate
improved profitability, with a better EBITDA margin and lower debt in FY24.

®  We now expect VRLL to clock a revenue/EBITDA/PAT CAGR of ~14%/17%/30%
over FY22-24. The stock trades at 21x FY24E EPS. We maintain our Buy rating,
with a revised TP of INR860 (28x FY24E EPS).

Alok Deora - Research analyst (Alok.Deora@motilaloswal.com)

Saurabh Dugar - Research analyst (Saurabh.Dugar@motilaloswal.com)
Investors are advised to refer through important disclosures made at the last page of the Research Report.

Motilal Oswal research is available on www.motilaloswal.com/Institutional-Equities, Bloomberg, Thomson Reuters, Factset and S&P Capital.
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Bus division — Operational parameters and concerns

Exhibit 1: Overall capacity utilization for the Bus segment is on a declining trend
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Exhibit 2: Ageing of the fleet is a concern, with more than 65% of the fleet size above nine

years
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Exhibit 3: RoCE for the Bus division has been a drag for VRLL
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Exhibit 5: Average revenue per passenger has been on a
Exhibit 4: Contribution of the Bus division to total revenue downtrend...
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Exhibit 6: ..while operating costs have been on an uptrend
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Exhibit 7: Margin lower on account of lesser revenue/passenger and higher operating costs
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Financial story in charts

VRL Logistics

Exhibit 8: Share of GT increases over the last few years

Exhibit 9: Shift to organized operators to drive revenue
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Exhibit 10: Margin to improve post-sale of the Bus division

Source: Company, MOFSL

Exhibit 11: Strong operating performance to drive PAT
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Exhibit 12: Return ratios remain elevated

Source: Company, MOFSL

Exhibit 13: Comfortable working capital position
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Exhibit 14: One-year forward P/E ratio (x)

P/E (x) Avg (x) Max (x) Min (x) - —=—-+1SD @ —-==--- 1SD
55
40 -fV--N{NA--------- A
29.7
AV e
25
10
wn n [(e} ~ ~ (o] o] [e)} [e)] o i i o~ [
i b < < i = = < Ny i N N BN N
S 3 S & 51 s ) s 8 S & £ © )
< =4 = - < > % < b4 = - < w n
Source: Company, MOFSL
Exhibit 15: One-year forward P/B ratio (x)
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Valuation and view

m  Sale of the Bus segment is a positive for VRLL as the management will be able to
better focus on the high growth Goods Transport business. The proceeds
accruing to VRLL will be used to partially fund truck fleet additions. It may take
on lower debt than that estimated earlier. EBITDA margin can be better in FY24
than that expected earlier as the Bus segment was generating lower margin and
was a drag on overall profitability.

We have revised our FY24 EPS upwards by 8% to incorporate a higher EBITDA
margin and lower debt. We now expect VRLL to clock a revenue/EBITDA/PAT
CAGR of ~14%/17%/30% over FY22-24. The stock trades at 21x FY24E EPS. We
maintain our Buy rating with a revised TP of INR860 (28x FY24E EPS).
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Financials and valuations

Income Statement

Y/E March (INR m) FY18 FY19 FY20 FY21 FY22 FY23E FY24E
Net Sales 19,223 21,095 21,185 17,629 23,937 28,512 30,879
Change (%) 6.6 9.7 0.4 -16.8 35.8 19.1 8.3
Gross Margin (%) 314 30.1 334 33.0 335 32.5 34.0
EBITDA 2,342 2,440 2,983 2,475 4,042 4,786 5,576
Margin (%) 12.2 11.6 14.1 14.0 16.9 16.8 18.1
Depreciation 976 1,006 1,675 1,598 1,680 1,590 1,803
EBIT 1,366 1,434 1,307 877 2,362 3,196 3,773
Int. and Finance Charges 114 109 367 368 431 552 469
Other Income 142 79 103 129 168 185 333
PBT 1,394 1,405 1,043 637 2,099 2,829 3,637
Tax 468 486 142 187 498 713 917
Effective Tax Rate (%) 33.6 34.6 13.6 29.3 23.7 25.2 25.2
Extraordinary Items 0 0 0 0 0 0 -1,900
Reported PAT 926 919 901 451 1,601 2,116 4,621
Adj. PAT 926 919 901 451 1,601 2,116 2,721
Change (%) 31.3 -0.7 -2.0 -50.0 255.3 32.1 28.6
Margin (%) 4.8 4.4 4.3 2.6 6.7 7.4 8.8

Balance Sheet

Y/E March (INR m) FY18 FY19 FY20 FY21 FY22 FY23E FY24E
Equity Share Capital 903 903 903 883 883 883 883
Total Reserves 5,029 5,556 5,265 5,088 5,633 7,219 10,959
Net Worth 5,932 6,459 6,169 5,971 6,516 8,102 11,843
Deferred Tax Liabilities 808 738 440 440 386 386 386
Total Loans 812 1,407 1,893 1,196 1,593 3,043 1,853
Capital Employed 7,552 8,604 8,502 7,607 8,496 11,532 14,082
Gross Block 9,044 10,835 15,105 15,850 18,967 22,067 24,152
Less: Accum. Deprn. 2,795 3,785 5,202 6,307 7,987 9,577 11,379
Net Fixed Assets 6,250 7,051 9,903 9,544 10,980 12,490 12,772
Capital WIP 76 416 44 61 350 350 350
Total Investments 1 1 1 1 1 1 1
Curr. Assets, Loans, and Adv. 2,296 2,311 2,304 2,381 2,473 4,207 6,136
Inventory 241 298 293 395 459 469 423
Account Receivables 807 795 856 639 673 1,016 1,100
Cash and Bank Balances 194 131 134 185 145 1,189 2,952
Cash 185 126 129 183 140 1,184 2,947
Bank Balance 8 5 5 1 5 5 5
Others 1,054 1,086 1,021 1,162 1,197 1,533 1,661
Current Liab. and Prov. 1,071 1,174 3,750 4,379 5,307 5,515 5,176
Account Payables 68 61 35 136 201 234 254
Other Current Liabilities 800 849 3,368 3,911 4,673 4,765 4,364
Provisions 203 264 347 332 433 516 559
Net Current Assets 1,225 1,136 -1,445 -1,998 -2,834 -1,309 960
Application of Funds 7,552 8,604 8,502 7,607 8,496 11,532 14,082
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Financials and valuations

Ratios

Y/E March FY18 FY19 FY20 FY21 FY22 FY23E FY24E
Basic (INR)

EPS 10.2 10.2 10.0 5.1 18.1 24.0 30.8
EPS growth (%) 28.4 -0.7 -2.0 -48.9 255.3 32.1 28.6
Cash EPS 21.1 21.3 28.5 23.2 37.1 41.9 51.2
BV/Share 65.7 71.5 68.3 67.6 73.8 91.7 134.1
DPS 0.0 5.5 7.0 4.0 8.0 6.0 6.0
Payout (Incl. Div. Tax, %) 0.0 65.2 84.6 78.4 44.1 25.1 11.5
Valuation (x)

P/E ratio 63.4 63.8 65.1 127.3 35.8 27.1 21.1
Cash P/E ratio 30.8 30.5 22.8 28.0 17.5 15.5 12.7
EV/EBITDA ratio 24.8 24.0 19.8 23.6 14.5 12.4 10.1
EV/Sales ratio 3.0 2.8 2.8 3.3 2.5 2.1 1.8
P/BV ratio 9.9 9.1 9.5 9.6 8.8 7.1 4.8
Dividend Yield (%) 0.0 0.8 1.1 0.6 1.2 0.9 0.9
Return Ratios (%)

RoE 16.3 14.8 14.3 7.4 25.6 28.9 27.3
RoCE 12.8 12.3 14.2 8.8 24.0 25.3 24.0
RolC 11.9 12.2 13.8 7.9 23.5 26.6 27.2
Working Capital Ratios

Fixed Asset Turnover (x) 2.2 2.1 1.6 1.1 1.4 1.4 1.3
Asset Turnover (x) 2.5 2.5 2.5 2.3 2.8 2.5 2.2
Inventory (Days) 5 5 5 8 7 6 5
Debtors (Days) 15 14 15 13 10 13 13
Creditors (Days) 1 1 1 3 3 3 3
Leverage Ratio (x)

Net Debt/Equity ratio 0.1 0.2 0.3 0.2 0.2 0.2 -0.1

Cash Flow Statement

Y/E March (INR m) FY18 FY19 FY20 FY21 FY22 FY23E FY24E
OP/(Loss) before Tax 1,394 1,405 1,043 637 2,099 2,829 3,637
Depreciation 976 1,006 1,675 1,598 1,680 1,590 1,803
Direct Taxes Paid -510 -523 -431 -148 -581 -713 -917
(Inc.)/Dec. in WC 97 -64 -94 294 157 25 -322
Other Items 98 98 380 330 353 368 136
CF from Operations 2,055 1,922 2,573 2,711 3,708 4,099 4,337
(Inc.)/Dec. in FA -455 -2,109 -1,200 -330 -1,808 -3,100 -2,085
Free Cash Flow 1,600 -187 1,373 2,381 1,899 999 2,252
Change in Investments 12 3 14 15 4 0 0
Others 0 15 0 1 6 -69 249
CF from Investments -442 -2,091 -1,185 -313 -1,798 -3,169 -1,836
Inc./Dec. in net worth -387 0 0 -632 0 0 -350
Inc./(Dec.) in Debt -1,036 596 485 -697 239 1,450 -1,190
Dividends Paid 0 -381 -980 0 -1,060 -530 -530
Others -120 -104 -889 -1,014 -1,132 -806 1,333
CF from Fin. Activity -1,543 110 -1,384 -2,344 -1,953 114 -737
Inc./(Dec.) in Cash 70 -59 3 54 -43 1,044 1,763
Opening Balance 116 185 126 129 183 140 1,184
Closing Balance 185 126 129 183 140 1,184 2,947
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NOTES
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Explanation of Investment Rating

Investment Rating Expected return (over 12-month)

BUY >=15%

SELL <-10%

NEUTRAL <-10% to 15%

UNDER REVIEW Rating may undergo a change

NOT RATED We have forward looking estimates for the stock but we refrain from assigning recommendation

*In case the recommendation given by the Research Analyst is inconsistent with the investment rating legend for a continuous period of 30 days, the Research Analyst shall be
within following 30 days take appropriate measures to make the recommendation consistent with the investment rating legend.

Disclosures

The following Disclosures are being made in compliance with the SEBI Research Analyst Regulations 2014 (herein after referred to as the Regulations).

Motilal Oswal Financial Services Ltd. (MOFSL) is a SEBI Registered Research Analyst having registration no. INH000000412. MOFSL, the Research Entity (RE) as defined in the
Regulations, is engaged in the business of providing Stock broking services, Depository participant services & distribution of various financial products. MOFSL is a listed public
company, the details in respect of which are available on www.motilaloswal.com. MOFSL (erstwhile Motilal Oswal Securities Limited - MOSL) is registered with the Securities &
Exchange Board of India (SEBI) and is a registered Trading Member with National Stock Exchange of India Ltd. (NSE) and Bombay Stock Exchange Limited (BSE), Multi
Commodity Exchange of India Limited (MCX) and National Commodity & Derivatives Exchange Limited (NCDEX) for its stock broking activities & is Depository participant with
Central Depository Services Limited (CDSL) National Securities Depository Limited (NSDL),NERL, COMRIS and CCRL and is member of Association of Mutual Funds of India
(AMFI) for distribution of financial products and Insurance Regulatory & Development Authority of India (IRDA) as Corporate Agent for insurance products. Details of associate
entities of Motilal Oswal Financial Services Limited are available on the website at
http:/onlinereports.motilaloswal.com/Dormant/documents/List%200f%20Associate%20companies.pdf

MOFSL and its associate company(ies), their directors and Research Analyst and their relatives may; (a) from time to time, have a long or short position in, act as principal in, and
buy or sell the securities or derivatives thereof of companies mentioned herein. (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.; however the same shall have no bearing whatsoever on the
specific recommendations made by the analyst(s), as the recommendations made by the analyst(s) are completely independent of the views of the associates of MOFSL even
though there might exist an inherent conflict of interest in some of the stocks mentioned in the research report.

MOFSL and / or its affiliates do and seek to do business including investment banking with companies covered in its research reports. As a result, the recipients of this report
should be aware that MOFSL may have a potential conflict of interest that may affect the objectivity of this report. Compensation of Research Analysts is not based on any specific
merchant banking, investment banking or brokerage service transactions. Details of pending Enquiry Proceedings of Motilal Oswal Financial Services Limited are available on the
website at https:/galaxy.motilaloswal.com/ResearchAnalyst/PublishViewLitigation.aspx

A graph of daily closing prices of securities is available at www.nseindia.com, www.bseindia.com. Research Analyst views on Subject Company may vary based on Fundamental
research and Technical Research. Proprietary trading desk of MOFSL or its associates maintains arm’s length distance with Research Team as all the activities are segregated
from MOFSL research activity and therefore it can have an independent view with regards to Subject Company for which Research Team have expressed their views.

Regional Disclosures (outside India)

This report is not directed or intended for distribution to or use by any person or entity resident in a state, country or any jurisdiction, where such distribution, publication, availability
or use would be contrary to law, regulation or which would subject MOFSL & its group companies to registration or licensing requirements within such jurisdictions.

For Hong Kong:

This report is distributed in Hong Kong by Motilal Oswal capital Markets (Hong Kong) Private Limited, a licensed corporation (CE AYY-301) licensed and regulated by the Hong
Kong Securities and Futures Commission (SFC) pursuant to the Securities and Futures Ordinance (Chapter 571 of the Laws of Hong Kong) “SFO”. As per SEBI (Research Analyst
Regulations) 2014 Motilal Oswal Securities (SEBI Reg. No. INH000000412) has an agreement with Motilal Oswal capital Markets (Hong Kong) Private Limited for distribution of
research report in Hong Kong. This report is intended for distribution only to “Professional Investors” as defined in Part | of Schedule 1 to SFO. Any investment or investment activity
to which this document relates is only available to professional investor and will be engaged only with professional investors.” Nothing here is an offer or solicitation of these
securities, products and services in any jurisdiction where their offer or sale is not qualified or exempt from registration. The Indian Analyst(s) who compile this report is/are not
located in Hong Kong & are not conducting Research Analysis in Hong Kong.

For US.

Motilal Oswal Financial Services Limited (MOFSL) is not a registered broker - dealer under the U.S. Securities Exchange Act of 1934, as amended (the"1934 act") and under
applicable state laws in the United States. In addition MOFSL is not a registered investment adviser under the U.S. Investment Advisers Act of 1940, as amended (the "Advisers
Act" and together with the 1934 Act, the "Acts), and under applicable state laws in the United States. Accordingly, in the absence of specific exemption under the Acts, any
brokerage and investment services provided by MOFSL, including the products and services described herein are not available to or intended for U.S. persons. This report is
intended for distribution only to "Major Institutional Investors" as defined by Rule 15a-6(b)(4) of the Exchange Act and interpretations thereof by SEC (henceforth referred to as
"major institutional investors"). This document must not be acted on or relied on by persons who are not major institutional investors. Any investment or investment activity to which
this document relates is only available to major institutional investors and will be engaged in only with major institutional investors. In reliance on the exemption from registration
provided by Rule 15a-6 of the U.S. Securities Exchange Act of 1934, as amended (the "Exchange Act") and interpretations thereof by the U.S. Securities and Exchange
Commission ("SEC") in order to conduct business with Institutional Investors based in the U.S., MOFSL has entered into a chaperoning agreement with a U.S. registered broker-
dealer, Motilal Oswal Securities International Private Limited. ("MOSIPL"). Any business interaction pursuant to this report will have to be executed within the provisions of this
chaperoning agreement.

The Research Analysts contributing to the report may not be registered /qualified as research analyst with FINRA. Such research analyst may not be associated persons of the U.S.
registered broker-dealer, MOSIPL, and therefore, may not be subject to NASD rule 2711 and NYSE Rule 472 restrictions on communication with a subject company, public
appearances and trading securities held by a research analyst account.

For Singapore

In Singapore, this report is being distributed by Motilal Oswal Capital Markets Singapore Pte Ltd (‘MOCMSPL”) (Co. Reg. NO. 201129401Z) which is a holder of a capital markets
services license and an exempt financial adviser in Singapore. As per the approved agreement under Paragraph 9 of Third Schedule of Securities and Futures Act (CAP 289) and
Paragraph 11 of First Schedule of Financial Advisors Act (CAP 110) provided to MOCMSPL by Monetary Authority of Singapore. Persons in Singapore should contact MOCMSPL
in respect of any matter arising from, or in connection with this report/publication/communication. This report is distributed solely to persons who qualify as “Institutional Investors”,
of which some of whom may consist of "accredited" institutional investors as defined in section 4A(1) of the Securities and Futures Act, Chapter 289 of Singapore (‘the

SFA”). Accordingly, if a Singapore person is not or ceases to be such an institutional investor, such Singapore Person must immediately discontinue any use of this Report and
inform MOCMSPL.
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