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Investment Ratlonale Mix of total lane km in portfolio
(Lane Km)
O Strong presence in the sector with portfolio’s concentration in 7000 -
industrially active western states of India such as Maharashtra 6000 -

& Guijarat. IRB is, diversifying to other states like MP, Punjab, etc 5000 4 e

2,330 2322 2322 2322

O Obvious beneficiary of the opportunity presented by Indian 4000 | 1630 1646|1646
roads sector. With increasing focus of IRB in National highways, 3000 -
and with new criteria’s limiting competition in higher value 2000 1
projects like net-worth, etc. IRB is the obvious beneficiary. 1000 |
O We believe, correction in IRB’s share price post Ahd-Vad project 0 -
win provides good opportunity to enter the stock However; we 2QFY10  3QFY10 4QFY10 1QFY11 2QFY11 3QFY11 4QFY11 Current
initiate coverage with Hold as we would wait for new projects Lane KM under development = Lane KM operational

and its return dynamics to decide on long-term call on scrip. We  Source: Company, Centrum Research Estimates
believe, at CMP, Sadbhav provides better risk-reward than IRB.

Summary Financials (Consolidated)

Y/E March (Rsmn) FY09 FY10 FY11E FY12E FY13E
Income Statement Data Revenue growth to be
Revenue 9,919 17,049 25094 35935 46,235 supported by the
YoY growth (%) 354 71.9 47.2 43.2 28.7 COEAIEH O CIiT 3
Operating profit 4,388 7,990 11,417 13,733 17,094 the operating margins are
expected to be lower
YoY growth (%) 6.5 82.1 42.9 20.3 24.5
Operating margin (%) 44.2 46.9 45.5 382 37.0
Depreciation 1,144 1,819 2,658 4,348 5,272
Interest expenses 1,377 2,494 2,693 3,584 5,106
Other non operating income 282 490 548 596 744
PBT 2,149 4,167 6,615 6,397 7,460
Provision for tax (378) (787) (1,177) (1,721) (2,235)
Minority interest and ext. items (13) (179) (95) (19) (19)
PAT (adjusted) 1,758 3,200 5,343 4,657 5,206
YoY growth (%) 54.4 82.0 67.0 (12.8) 11.8
PAT margin (%) 17.7 18.8 21.3 13.0 11.3
Cash Flow Statement Data
Cash generated from operations 2,615 9,033 5,652 13,217 14,416 Cash position
Cash flow from investing activities (6,047)  (10223) (14,754)  (25781)  (19,986) :‘;:tflzrgta&bf'ﬁ ttl‘]’rg“;‘r‘(‘)ject
Cash flow from financing activities 3,308 1,431 5611 11,684 7,447 capex
Net cash increase/decrease (123) 241 (3,491) (879) 1,877
Balance Sheet Data
Shareholders' fund 17,301 20,399 25,229 29,886 35,091
Debt 24,859 29,152 44,356 59,625 72,178
Minority Interest 599 779 873 892 911
Deferred Tax Liability 182 267 281 281 281
Total Capital Employed 42,940 50,597 70,739 90,683 108,461
Fixed Assets 34,716 43,486 60,970 82,403 97,117
Goodwill - - - - -
Investments 1,108 451 664 664 664 ROE expected to be
Net current assets 7,116 6,661 9,105 7617 10,680 elsion U ro e e
Total Assets 42,940 50,597 70,739 90,683 108,461 two years, lower than
d ’ 4 4 4 FY11 because of
Ratios (%) increasingly higher
ROCE 8.1 13.2 14.4 11.6 11.9 proportion of
ROIC 8.0 12.1 13.3 9.3 9.0 construction revenue
ROE 105 17.0 234 16.9 16.0 contributing higher
Per share Ratios (Rs) share compared to toll
revenue.
Fully diluted EPS 53 11.6 16.8 14.0 15.7
Solvency Ratio (x)
Debt-equity 1.4 1.4 1.8 2.0 2.1
Interest coverage ratio 3.2 3.2 4.2 3.8 33
Valuation parameters (x)
P/E (Fully Diluted) 15.9 8.7 5.9 6.8 6.1
P/BV 1.6 1.4 1.3 1.1 0.9
EV/EBITDA 111 6.5 6.1 6.2 5.6
EV/Sales 49 3.1 2.8 24 2.1

Source: Company, Centrum Research Estimates
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Investment Argument

One of the Only Few Pure Plays On Indian Roads Sector

IRB Infra is a pure road sector player. Though it possesses other infrastructure assets concession like
airports & real estate in its portfolio, none of them have been operational. IRB Infra possesses some
of the high-density road projects, concentrated in industrially active western region of Maharashtra
& Gujarat. It is an established player in Indian road sector and all projects in the portfolio are BOT
(toll) vs ITNL, which has higher share of annuity projects. Expanding its reach in other states is a
positive. We believe IRB Infra would benefit from accelerated project ordering targeted by the
government in the coming years.

Exhibit 72: IRB Infra’s Presence Mostly Concentrated on Roads Sector

Sector Presence IRB Sadbhav ITNL Ashoka L&T IVRCL NCC HCC Eralnfra Simplex GMR GVK
Ownership Basis
Roads/Highways
Airports

Urban Infra
Railways/Metro
Real Estate
Construction / EPC
Roads/Highways
Mining

Irrigation
Airports

0000 @Oe=®
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Oo0Ce 00000

Source: Company, Centrum Research

Exhibit 73: IRB’s Portfolio of Road Assets

Project Client State Stake Type CA Signed Km Lane Lane Km Cost Equity er)ve‘::t Grant Status CA Start CAEnds

Mumbai -Pune MSRDC MH 100% Toll 15-Aug-04 206 4 824 13,016 1,050 11,814 - Op. 4-Aug-04 10-Aug-19
Surat -Dahisar NHAI MH / Guj 90% Toll 30-Apr-08 239 6 1,434 28,350 8,790 19,560 - Op. 20-Feb-09 19-Aug-21
Bharuch -Surat NHAI Guj 100% Toll 7-Jul-06 65 6 390 14,700 1,981 12,076 - Op. 2-Jan-07 1-Jan-22

Thane Ghodbunder MSRDC MH 100% Toll 9-Dec-05 15 4 60 2,463 300 2,066 - Op. 24-Dec-05  23-Dec-20
Pune -Nashik MOSRT&H MH 100% Toll 25-Aug-03 30 4 119 737 - - Op. 25-Aug-03 24-Sep-21
Thane -Bhiwandi Bypass PWD MH 100% Toll 21-Sep-98 24 4 96 1,040 - - - Op. 21-Sep-98 13-May-17
Pune -Sholapur MOSRT&H MH 100% Toll 20-Feb-03 26 4 104 630 - - - Op. 20-Feb-03 19-Mar-19
Ahmednagar -Karmala -Tembhurni PWD MH 100% Toll 28-Nov-01 60 2 120 368 - - - Op. 28-Nov-00  11-Dec-16
Mohol -Mandrup Kamtee PWD MH 100% Toll 29-May-02 33 4 134 180 - - - Op. 29-May-02  28-May-18
Kharpada Bridge MOSRT&H MH 100% Toll 29-Nov-97 1 2 3 320 - - - Op. 29-Nov-97 28-Aug-15
Kolhapur IRDB Project MSRDC MH 100% Toll 10-Jul-08 50 4 200 4,300 1,720 2,580 (270 ul 10-Jul-08 8-Jan-39

Pathankot to Amritsar NHAI Punjab 100% Toll 16-Nov-09 102 4 410 14,453 3,910 9,274 1,269 ul 16-Nov-09  13-May-27
Jaipur to Deoli NHAI Raj 100% Toll 16-Dec-09 146 4 585 17,330 5,000 9,270 3,060 ul 16-Dec-09 10-Jun-32
Talegaon to Amravati NHAI MH 100% Toll 18-Nov-09 67 4 267 8,880 1,941 4,779 2,160 ul 18-Nov-09  14-May-29
Panji -Goa NHAI Goa 100% Toll 19-Feb-10 69 4 276 8,332 3,350 3119 1,863 ul 31-Mar-11 22-Sep-38
Tumkur-Chitradurga NHAI KT 100% Toll 16-Aug-10 114 6 684 11,420 3,110 8,310 - ul 28-Feb-11 31-Mar-37
Total 1,248 5,705 126,519 31,152 82,848 8,082

Source: Company, Centrum Research

Superior Assets Portfolio vs Peers

IRB Infra’s portfolio mix is superior compared to its peers (though concentrated in respect to region
and clients). Unlike ITNL, whose portfolio is more conservative having more annuity and state-level
projects (no benefit from upside risk and state highways have lower traffic density than national
highways), IRB Infra possesses higher share of National Highway projects and its state road projects
are also located in high density areas. The company focuses more on national highway which are
high density stretches (national highways carries 40% of total traffic and account for only 2% of total
road length in India).
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Exhibit 74: Overview of Annuity/Toll Lane Km
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Exhibit 76: Higher proportion of operational lane km
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Exhibit 78: Overview of State/Central clients
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Exhibit 80: Second highest in total lane km

Source: Company, Centrum Research
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Exhibit 75: All of IRB Projects on Toll basis
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Exhibit 77: Stake Adjsecond only to ITNL
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Exhibit 79: Higher proportion of NHAI (central) projects
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Exhibit 81: ...in operational lane km too
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Source: Company, Centrum Research

IRB Infrastructure




CENTRUM

Projects Portfolio Impressive — Concentrated on NHAI projects and
in Maharashtra and Gujarat

Most of IRB Infra’s assets are located around Mumbai and Pune. In fact all entry points to these two
cities are operated by IRB Infra. The company was among the very few companies that initially went
on to bid for road assets and has the advantage of owning important stretches of western region.
IRB Infra is also diversifying its asset portfolio to other states like Gujarat where it already have a
stretch between Surat and Bharuch and the recent win of Ahmedabad-Vadodara stretch. We believe
IRB Infra strategy to bid for selected projects and important stretches is a positive.

Exhibit 82: Total Lane Km in portfolio Exhibit 83: More of NHAI Projects than States
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With Robust Track Record & Net-Worth, IRB Infra Is an Obvious Beneficiary of
the near-term opportunity of 11,000Km in NHAI’s road tenders

With NHAI expected award road projects totaling ~ 11,000km in the near-future, we see leading
players like IRB Infra to be the obvious beneficiaries of the opportunity. Apart from that, Indian
governments (Central & States) are also planning to build around 4,500Km and 18,000km of
Expressways and Mega Highways respectively which are high value projects. IRB Infra, through its
track record in Indian highways and comfortable net-worth, is eligible to bid for these projects.

Exhibit 84: IRB’s Status of Bidding in various projects across India

Row Labels Sum of Length SRR S EIAY
Stage Stage
Haryana PWD 151 0 12,017
Jaipur Development Authority 47 0 8,500
Madhya Pradesh Road Development Corporation (MPRDC) 309 0 17,390
NH Division, Govt. Of Rajasthan 83 0 8,900
NHAI 5,623 28,990 447,768
NE-II 135 0 26,990
OoMT 129 0 1,040
PHASE -lI 1,101 22,888 58,921
PHASE -l (BOT —Annuity) 593 6,102 34,257
PHASE -IV, VA &IVB 2,102 0 188,304
PHASEV 1,542 0 135,471
PHASE -VII 21 0 2,785
Punjab PWD & Punjab Infrastructure Development Board 55 2,200 0
Grand Total 6,268 31,190 494,575
Source: Company, Centrum Research
Exhibit 85: IRB’s Projects in RFP Stage
Name of the Project Laning Phase State NH No. Length Amount
(Km) Rsmn
NHAI
Tindivanam - Krishnagiri 2 Laning lIl, BOT Annuity Tamil Nadu 66 179 6,102
Punjab PWD & Punjab Infrastructure Development Board
Development, Operation and maintenance of Ropar-Chamkur .
Sahib-Dorahon on DBFOT Basis N-A. NA Punjab NA 33 2,200
Total 478 31,190

Source: Company, Centrum Research
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Integrated Business Model

IRB Infra has a fully integrated business model in the sense that all aspects from the project bidding
stage to project operation stage are done by the company.

O Company commented that around 500bp of a project cost can be saved if the project is
executed in-house rather than executed by a sub-contractor. Though the money remains within
the group, we believe this limits the execution power of the company in new regions where the
company has not executed project before, due to its concentrated regional presence.

O The company has a policy of acquiring quarries near the location of the project. This saves the
company around 50% of the cost of aggregates required as raw materials (forms around 10%-
12% of project cost).

O IRB Infraalso has the expertise of “toll collections” within the group and has been developed
over a period of time. Note that peers like ITNL and SEL arrange for toll collection agencies.

Exhibit 86: IRB Infra is present across the value chain of a road project

Segment Margins Time Period Taken ITNL  IRBInfra Sadbhav Ashoka L&T IVRCL NCC PECIN
Project Planning Minimal 1yr/ 1.5years o O O O O O O O
Bidding NA 1 month O O O O O O O O
Letter of Award NA 2 months O O O O O O O O
Financial Closure 2% - 3% of TPC Max 6 months o ™ ™ M ™ ™ O O
Traffic Estimation Minimal 2-3 months o o O o () O O O
Designing 2% - 3% of TPC 2-3 months o o o o () d (@ ) q ]
Construction 10%-20% of TPC 3 years Avg O o o o () o o )
0& M Services 1%-2% of TPC Yearly o o O o o D q ] O
Operating the project 80% - 90% Up to 30years o o o o [ ] o o o
Average 3 D> > D> D O >

Source: Company, Centrum Research

Higher Margins in EPC arm enables the company generate 10% of Total
Project Cost (TPC) in cash during the construction period itself

The EPC business enables the company to squeeze major part of the projects cash in the initial part
itself. Assuming 20% EBITDA EPC margin, as per our calculation, cash of around 10% of the project
cost is generated in the construction period of 3years.

Exhibit 87: Upfront cash generation from the EPC

Particulars Amt Rsmn % of TPC
Cost of the project 10,000 100
Non-EPC Expenses (IDC, etc) - Assume 15% 1,500 15
EPC 8,500 85
EBITDA 1,700 20
Assumptions on Interest & Depreciation 150 2
Interest Allocation 75 1
Depreciation Allocation 75 1
PBT 1,550 16
Tax @ 34% 527 5
PAT 1,023 10

Source: Company, Centrum Research
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But Recent Project Biddings Are Very Aggressive

IRB Infra’s recent bidding in the Ahmedabad-Vadodara (NH-8 and Expressway) is very aggressive as
per our calculation. Terms of the project mandates IRB Infra agrees to pay a yearly premium of
Rs3.1bn to NHAI (escalated by 5% yearly). Management has agreed that they had intentionally bid
aggressively due to competition in the sector and lowered Equity IRR benchmark for this project to
16% from its earlier benchmark range of 18%-20%.

As per calculation done on publicly available numbers, we think that the project is destroying value
for the company and our NPV works out to be negative Rs8bn, implying Equity IRR of just 10%.

Exhibit 88: Project premium Sensitivity Analysis (other things constant )

Premium Paid Assumption(Rsmn) 3,096 2,596 2,096 1,596 1,096 596 926
Project NPV (7,758) (5,507) (2,701) 105 2,911 5717 8,523
Per Share Value (23) 17) (8) 0 9 17 26
% of CMP (11.8) (8.4) (4.1) 0.2 4.4 8.7 13.0

Source: Company, Centrum Research Estimates

If IRB Infra bids at similar assumptions as it did in Ahmedabad-Vadodara, then we believe, there
could be further impact on the value of additional projects that company could generate from its
future wins, though the company maintains that 16% IRR is factored while bidding. We also like to
bring to the notice of investor that there is little margin of safety available for the company in
Ahmedabad-Vadodara project and if the traffic assumptions doesn’t materialize, we believe, the IRR
would give further reduce returns on the project.

Would like to note that the street is ascribing additional value for new project wins which is usually
around 10% of fair value. We believe in this competitive scenario, one should be skeptical on giving
any extra value to the company and value project on a case to case basis.
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Funding In Place for $1Bn worth of Annual Order Intake

We believe that the funding for executing existing projects is in place. Also, the company indicated
that up-to $1bn of order-intake every year could be accommodated without resorting to external
equity funds. The company believes that this is possible through the existing cash balance that the
company possesses (Rs2.5bn) and the free cash flow that the construction arm would generate over
the next three years (execution phase of the projects).

Exhibit 89: Financial position of the company

Rs Mn - Capex

Project status Profect  Eaquity op ke 'RBEQ Already Lot FYm FY12 FY13

Cost Req. Share Invested
Application of Funds
Surat -Dahisar Op. 28,350 8,790 90.0% 7911 2,611 5,300 4,219 2,110 -
Kolhapur IRDB Project ul 4,300 1,720 100.0% 1,720 618 1,102 1,032 - -
Pathankot to Amritsar ul 14,453 3,910 100.0% 3,910 355 3,555 - 1,564 2,346
Jaipur to Deoli ul 17,330 5,000 100.0% 5,000 390 4,610 1,150 2,000 1,850
Talegaon to Amravati ul 8,880 1,941 100.0% 1,941 146 1,795 349 776 815
Panji -Goa ul 8,332 3,350 100.0% 3,350 311 3,039 - 1,340 2,010
Tumkur-Chitradurga ul 11,420 3,110 100.0% 3,110 - 3,110 - 1,244 1,866
Total 26,942 4,431 22,511 6,751 9,034 8,887
Sources of Funds
Mumbai -Pune Op. 13,016 1,050 100.0% 1,050 1,050 - 2,683 2,995 3,184
Bharuch -Surat Op. 14,700 1,981 100.0% 1,981 - 1,981 1,150 1,298 1,457
Thane Ghodbunder Op. 2,463 300 100.0% 300 222 78 247 278 311
Pune -Nashik Op. 737 - 100.0% - - - 145 165 186
Thane -Bhiwandi Bypass Op. 1,040 - 100.0% - - - 386 437 490
Pune -Sholapur Op. 630 - 100.0% - - - 101 11 122
Ahmednagar -Karmala -Tembhurni ~ Op. 368 - 100.0% - - - 94 104 118
Mohol -Mandrup Kamtee Op. 180 - 100.0% - - - 43 49 56
Kharpada Bridge Op. 320 - 100.0% - - - 57 65 73
Construction Business Cash Balance 2,500 2,500 2,500
Total 7,406 8,002 8,497
Opening Surplus / Deficit funds 2,500 3,155 2,123
Closing Surplus / Deficit funds 3,155 2,123 1,733

Source: Company, Centrum Research

Due to its strong profile of projects, IRB has been able to get faster financial closure of its projects.
Though this is a positive, projects bagged earlier had IRR of 20% which we believe would face
headwinds in the current environment where competition is increasing. Hence, we would wait for
the Ahmedabad-Vadodara financial closure.

Exhibit 90: IRB achieved financial closure of all projects within time

Project Cost Awarded CASigned GAP FCDone GAP GAP Debt % of Consortium Leader

Rsmn a b (b-a) ¢ (ca) (ca) Rsmn TPC
Unit Rsmn Date Date Days Date Month Days Rsmn
Mumbai -Pune 13016 15-May-04 15-Aug-04 92 15-Aug-04 00 - 11,814 91% ID|FDCB$EZIrzro(r:aatri];LaE;Zannklf'B%i%of:bpésn::éaamk'
Surat -Dahisar 28,350 21-Feb-08 30-Apr-08 69 31-Jan-09 9.2 276 19,560 69%
Bharuch -Surat 14,700 31-Dec-05 07-Jul-06 188 15-Dec-06 54 161 12,076 82% Canara, Andhra, IOB, BOI, BoB, Indian Bank and UBI
Pathankot to Amritsar 14,453  27-Jul-09 16-Nov-09 112 22-Mar-10 42 126 9,274 64%
Jaipur to Deoli 17,330  14-Oct-09 16-Dec-09 63 22-Mar-10 32 96 9,270 53% IDFC, Canara Bank, BoB and UBI
Talegaon to Amravati 8,880 27-Aug-09 18-Nov-09 83 31-Mar-10 44 133 4,779 54%
Panji -Goa 8,332 17-Jun-09 19-Feb-10 247 31-Mar-10 13 40 3,119 37% IDFC, Canara, BoB and UBI
Tumkur-Chitradurga 11,420 19-May-10 16-Aug-10 89 18-Feb-11 6.2 186 8,310 73% IDFC, BoB, HDFC & IDBI
Total / Average 126,519 107 3.8 113 82,848 65%

Source: Company, Centrum Research

IRB Infrastructure




CENTRUM

Earnings Driven By the Construction Arm

With existing projects already under execution and new projects ramping-up, the revenue and
earnings growth is majorly dependent on the construction division which we expect to grow by
46% CAGR between FY11-13E. This would however, impact the overall margins since toll revenue’s
share in total revenue which generates around 80%-90% EBITDA margins would decline.

Exhibit 91: Revenue Consolidated (Quarterly)
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Exhibit 93: Revenue Mix (Quarterly)
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Exhibit 95: Important toll projects revenue (quarterly)
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Exhibit 92: Revenue Consolidated (Annual)
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Exhibit 94: Revenue Mix (Annual)
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Exhibit 96: Important toll projects revenue (Annual)
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Valuation

We Initiate coverage on the company with Hold rating giving a target price of Rs185 (upside of 14%
from CMP of Rs163). Though, the portfolio possesses some of the best projects, these are fully
valued at the current market price. We would have been more positive on the stock had the
dynamics of Ahmedabad-Vadodara been better. We value the construction business at Rs74 (6X
FY13 EPS of Rs12) and other assets at Rs111 (discount of 25% on under-development projects).

Exhibit 97: IRB Infrastructure’s valuation table

Project Stake Method Multiple  FY13 Value Discount  Per Share % of Total
EPS Value

Core construction business 100% P/E 6 123 24,576 - 73.9 40%
Road Projects DCF 38,244 109 59%
Operational Road Projects 29,910 20

Under Construction Road Proejcts 8,334 - 19 10%
Airport 100.0% BV 1 148 25.0% 0.3 0%
Sindhudurg Airport 100.0% BV 1.0 148 25.0% 0.3 0%
Real Estate 100.0% BV 1 1,000 25.0% 2 1%
B/w Mumbai-Pune 100.0% BV 1.0 1,000 25.0% 2 1%
Grand Total Value of IRB Infra 63,968 185 100%
Current Market Price 54,175 163 88%
Upside / (Downside) 18.1% 14%

Source: Company, Centrum Research Estimates
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Company Specific Risks

EBITDA Margins higher than peers

The construction arm of IRB Infrastructure generates EBITDA margins of 19%-20% on internal orders
which is almost double what peers other construction players generates on external orders. Though,
the project’s EPC work are not tendered out on arms-length-basis, this has he impact of forwarding
cash generation in to the EPC arm and lowering SPV's IRR.

Exhibit 98: EBITDA margin trend of construction peers

30% r 14%

25%
13%
20% -+
15% - 12%
10% -
11%
5% -+

0% - 10%

FYo7 FY08 FY09 FY10 FY11

. IVRCL NCC HCC Era s CCCL mmmm ACIL W [RB -1 SADE

Avg

Source: Company, Centrum Research Estimates
Except Surat - Bharuch Project, IRB has not completed any other NHAI project

It should be noted that though IRB Infra is one of the largest player in the Indian highways sector in
lane Km in its portfolio, IRB has only one project completed of NHAI i.e. Surat - Bharuch. Rests of the
projects in the portfolio are under construction.
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IRB Infrastructure (Consolidated)

Exhibit 99: Income statement

Y/E March (Rsmn)

Revenues

Growth in revenue

Cost of Raw Material

% of Revenue

Employee cost

% of Sales

O&M expenses

% of Sales

EBITDA

EBITDA Margin (%)
Depreciation

PBIT

Interst expenses

PBIT from operations
Other non operating income
PBT before ext.od items
Extra-ordinary income/ (exp)
PBT

Provision for tax

Effective tax rate (%)
Minority interest

PAT

Adjustment for Ext.Od items
Adjusted PAT

Growth in PAT (%)

PAT margin (%)

FY09

9,919
354
4,682
47.2
424.8
4.3
4234
4.3
4,388
44.2
1,144
3,244
1,377
1,868
282
2,149

2,149
(378)
17.6
(13.2)
1,758

1,758
54.4
17.7

FY10

17,049
71.9
7,851
46.1
710.4
4.2
496.7
2.9
7,990
46.9
1,819
6,171
2,494
3,677
490
4,167

4,167
(787)
18.9
(179.5)
3,200

3,200
82.0
18.8

Source: Company, Centrum Research Estimates

Exhibit 100: Balance sheet

Y/E March (Rsmn)

Share Capital

Stock Options
Reserves
Shareholders' fund
Debt

Deferred Tax Liability
Minority Interest
Total Capital Employed
Gross Block
Accumulated dep.
Net Block

Capital WIP

Total Fixed Assets
Investments
Deferred Tax Asset
Inventories

Debtors

Cash & bank balances
Loans and Advances
Other Current Assets
Total current assets
Current lia & provisions
Net current assets
Misc. Expenditure

Total Assets

FY09

3,324

13,977
17,301
24,859
182
599
42,940
24,601
4,440
20,161
14,545
34,707
1,108

2,054

130
4,147
3,849

10,180
3,065
7,116
10
42,940

FY10

3,324

17,075
20,399
29,152
267
779
50,597
40,185
5511
34,674
8,802
43,477
451

1,698

297
5,102
4,380

11,477
4,816
6,661
9
50,597

Source: Company, Centrum Research estimates

FY11E

25,094
47.2
12,089
48.2
919.5
3.7
668.6
2.7
11,417
45.5
2,658
8,759
2,693
6,066
548
6,615

6,615
177
17.8
(94.8)
5,343

5,343
67.0
213

FY11E

3,324

21,905
25,229
44,356
281
873
70,739
60,327
8,169
52,159
8,802
60,961
664

2,782

507
6,484
6,998

16,770
7,665
9,105
9
70,739

FY12E

35,935
43.2
19,989
55.6
1,310.2
3.6
902.7
25
13,733
382
4,348
9,385
3,584
5,801
596
6,397

6,397
(1,721)
26.9
(18.8)
4,657

4,657
(12.8)
13.0

FY12E

3,324

26,562
29,886
59,625
281
892
90,683
86,108
12,517
73,591
8,802
82,394
664

3,814

645
5,604
8,506

18,570
10,953
7,617
9
90,683

FY13E

46,235
287
26,249
56.8
1,730.6
3.7
1,160.9
25
17,094
37.0
5,272
11,822
5,106
6,716
744
7,460

7,460
(2,235)
30.0
(18.8)
5,206

5,206
11.8
1.3

FY13E

3,324

31,768
35,091
72,178
281

911
108,461
106,094
17,789
88,305
8,802
97,108
664

4,507
893
7,481
10,339

23,220
12,540
10,680
9
108,461

CENTRUM

Exhibit 101: Cash flow

Y/E March (Rsmn) FY09 FY10
CF from operating

Profit before tax 2,149 4,167
Depreciation 1,144 1,819
Interest expenses 1,344 2,437
OP profit before WC change 4,441 7,995
Working capital adjustment (1,401) 1,849
Gross cash from operations 3,040 9,844
Direct taxes paid (424) (812)
Cash from operations 2,615 9,033
CF from investing

Capex (8,114)  (10,604)
Investment 829 803
Others 1,238 (422)
Cash from investment (6,047) (10,223)
CF from financing

Proceeds from sh cap & prem. - -
Borrowings/ (Repayments) 4,579 4,315
Interest paid (1,257) (2,455)
Dividend paid (223) (429)
Others 208 0
Cash from financing 3,308 1,431
Net cash increase/ (dec) (123) 241

Source: Company, Centrum Research estimates

Exhibit 102: Key Ratios

Y/E March FY09 FY10
Margin Ratios (%)

EBITDA Margin 44.2 46.9
PBIT Margin 18.8 21.6
PBT Margin 21.7 24.4
PAT Margin 17.7 18.8
Growth Ratios (%)

Revenues 354 71.9
EBITDA 6.5 82.1
Net Profit 544 82.0
Return Ratios (%)

ROCE 8.1 13.2
ROIC 8.0 12.1
ROE 10.5 17.0
Turnover Ratios

Asset turnover ratio (x) 0.2 0.4
Working Capital Turnover (x) 14 2.5
Avg collection period (days) 5 6
Avg payment period (days) 256 241
Per share (Rs)

Fully diluted EPS 53 11.6
CEPS 120 222
Book Value 100.9 118.9
Solvency ratios

Debt/ Equity 14 14
Interest coverage ratio 3.2 3.2
Valuation parameters (x)

P/E 15.9 8.7
P/BV 1.6 14
EV/ EBITDA 1.1 6.5
EV/ Sales 49 3.1
M-Cap/ Sales 2.8 1.6

Source: Company, Centrum Research estimates

FY11E

3,379
1,577
1,338

6,294

42

6,336
(684)

5,652

(14,754)

(14,754)

6,950
(1,338)

5,611
(3,491)

FY11E

45.5
24.2
26.4
21.3

47.2
42.9
67.0

14.4
13.3
234

0.4
3.2
7
246

16.8
30.5
129.9

18
4.2

59
13
6.1
2.8
13

FY12E FY13E
6,397 7,460
4,348 5272
3,584 5,106

14,329 17,838
609 (1,186)
14,938 16,651
(1,721)  (2,235)
13,217 14,416
(25,781)  (19,986)
(25,781)  (19,986)
15,268 12,553
(3,584) (5,106)
11,684 7,447
(879) 1,877

FY12E FY13E

382 37.0

16.1 14.5
17.8 16.1
13.0 11.3
43.2 28.7
20.3 24.5
(12.8) 1.8
11.6 11.9
9.3 9.0
16.9 16.0
0.4 0.5
43 5.1
7 7
223 178
14.0 15.7
36.4 428
153.8 180.6
2.0 2.1
38 33
6.8 6.1
1.1 0.9
6.2 5.6
24 2.1
0.9 0.7
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Initiation 10 May 2011
Buy Higher Comfort On Diversified Portfolio keyData
Target Price: Rs240 IL&FS Transportation Networks (ITNL) is a diversified Bloomberg Code ILFTIN
CMP: Rs201* transportation player with a presence in highways, metros, Reuters Code ILFT.BO
Upside: 19% bus terminals and airports. Within the highways segment, Current Shares 0/5 (mn) 194.3
. ITNL has better mix v/s peers on state/central and pied Shares 0/S(mn) 1943
ason 6 May 2011 annuity/toll projects and has a Pan-India presence. It 38.8/867.5
currently has road projects totaling 4,081km under Mkt Cap (Rsbn/USDmn) ' '
operation, 6,655km under development. Financial closure >2WkH/L(Rs) 368/172
is to be achieved for the MP Border Check Post projects. Daily Vol. (3M NSE Avg.) 105,112
Being a member of IL&FS group, parentage also helps in  Face value (Rs) 10
getting support in terms of Infrastructure expertise & 1USD = Rs44.8
funding. ITNL is well-placed to capitalize on infrastructure
development opportunities, particularly in the highway
segment. We initiate coverage with a Buy rating given its Shareholding Pattern (%)
better operational parameters driving higher comfort on a
risk-reward profile. Public
16%
O Diversified transportation sector player: ITNL is more
diversified player compared to peers in terms of its oI
presence in transportation segment. It has a presence in il
highways, metro, buses, airports, etc, and would be an 5%
obvious beneficiary of the growth in these segments.
O Mix within highways segment better than peers:
ITNL's Toll/Annuity projects ratio is 59:41 and Promoters
State/Central projects at 69:31. Within state highways, 74%
some projects are annuity-based, allaying investor fears
of low-density/low-returns stretches. Ason 31 March 2011
O IL&FS Group parentage an advantage: [TNL is a part
of IL&FS group, one of the early financers of Indian ©One YearIndexed Stock Performance
infrastructure projects. Its experience over the years has 150+
helped ITNL to possess the knowledge of Indian 12
bureaucracy and technicalities of operating an infra wom
project. Also, financing a project gets a supporting 75
hand from parent. 50
O Initiate with a Buy: We initiate coverage on the 251
company with Buy rating. We value ITNL on SOTP basis 0 ‘ ‘ ‘ ‘ ‘ ‘
by valuing the standalone EPC business on EV/EBITDA M@0 M0 sevid Nowio danit aril Maymn
basis and infrastructure assets on DCF/PBV basis. We T A TRANSTORTA PSR SENSEX 30 INDEX
derive a target price of Rs240 (upside of 19% from the
current market price of Rs201). We believe, opportunity  price Performance (%)
in Indian transportation sector, particularly highways,
would translate into robust growth for ITNL. ™ 6M 1Yr
Q ITNL a better play than IRB Infra: We believe with the L&STrans (183)  (380)  (287)
recent aggressive bidding, IRB Infra would face N1y @8  (113) 6.8
headwinds. ITNL, with its conservative bids, is safer
providing a better risk-reward profile. Source: Bloomberg, Centrum Research
Manish Kayal O Risks: Dependence on local/small contractors for ason 6 May 2011
manish.kayal@centrum.co.in project execution and tepid award activity by
912242159313 governments (both central and state).
Y/E Mar (Rsmn) Rev  YoY (%) EBITDA  EBITDA(%) AdjPAT YoY(%) DEPS(Rs) ROE(%) RoCE(%) P/E(x)  EV/EBITDA (x)
FY09 12,254 238.9 1,933 15.8 263 (72.3) 14 2.7 55 1305 26.5
FY10 24,029 96.1 7,942 33.1 3444 12113 20.0 25.4 179 100 7.8
FYT1E 40,482 68.5 11,543 285 4,329 25.7 223 225 17.4 9.0 73
FY12E 51,737 27.8 12,393 24.0 4,186 3.3 215 185 13.1 9.3 8.7
FY13E 60,081 16.1 14,896 24.8 4,613 10.2 23.7 17.6 1.5 8.4 9.5

Source: Company, Centrum Research Estimates

Please refer to important disclosures/disclaimers in Appendix A
Centrum Equity Research is available on Bloomberg, Thomson Reuters and FactSet




Shareholding pattern (%)

June- Sept-

Y/E March Mar-10 10 10
Promoters 75.1 75.1
Indian 75.1 75.1 75.1
Foreign - - -
Institutions 54 10.1 10.1
Fil 3.0 51 4.9
Dil 2.4 50 52
Public & Others 19.6 14.8 14.8
Total 100.0 100.0 100.0

Source: BSE India

ITNL’s Pan-India presence

MEp not fo soale

CENTRUM

Company Background

Dec-10 Mar-11 IL&FS Transportation Networks (ITNL) is a group company of IL&FS. ITNL
75.1 75.1 was incorporated in 2000 by IL&FS in order to consolidate its existing road
751 751 infrastructure projects and to pursue various new project initiatives in the

i i area of surface transportation infrastructure). ITNL is a leading surface
transportation infrastructure company and is one of the largest private

o8 92 sector road BOT players in India. ITNL is a developer, operator and
48 47 facilitator of surface transportation infrastructure projects, taking projects
5.0 4.5 from conceptualization through commissioning to operations and
15.1 15.7 maintenance. In March 2008, ITNL commenced international operations
100.0 100.0 through the acquisition of Elsamex S.A., a provider of maintenance

services primarily for highways and roads in Spain and other countries.

Key events/timeline

PAIl India presence with
BoT projects in 14 States

: B Portfolio crossed the 10,000 lane km mark !

' B Public Issue Completed successfully

l Attracted PE investment from :
Trinity and Galdman Sachs !

| B Commissioned its first BoT Road -
: Vadodra Halol Toll Road

) Ahmedabad Mehsana & !
i Vadodra Halol Concession signed :

) IL&FS initiates its first BoT Road I
Project |
L

Lines gon't giepict political boundsiias

Source: Company, Centrum Research

Key management personnel

Name
Deepak Dasgupta

Ravi Parthasarthy

K Ramchand

Designation

Chairman &
Independent
Director

Director

Managing
Director

Source: Company, Centrum Research

Particulars

He has headed various departments of the Government of Haryana and Government of India serving fol
35years, including those related to infrastructure development and policy formulation. He served as the
Chairman of National Highways Authority of India for over five years and as an Advisor to the Asiar
Development Bank. Mr. Dasgupta was also a Member of the Senior Expert Committee of IDFC Private
Equity Fund and the Special Task Force on Bihar. Mr. Dasgupta, a retired Indian Administrative Services
officer. Mr. Dasgupta holds a Master’s degree in Science from Delhi University

Associated with ITNL since January 6, 2001 and with IL&FS group since 1988. He is the Chairman of IL&F¢
Group. Prior to joining the IL&FS group, he has served 20th Century Finance Corporation Limited, &
financial services company as its Executive Director. He holds a post-graduate diploma in Business
Administration from the Indian Institute of Management, Ahmedabad.

Appointed as Managing Director of ITNL on August 13, 2008 and has been associated with IL&FS Groug
since 1994. He has over 30 years of experience in urban and transport infrastructure development
sector. Mr. Ramchand holds a Bachelor’s degree in Civil Engineering from Madras University and a posi
graduation in ‘Development Planning’ from the School of Planning, Ahmedabad
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QO We like ITNL's diversification in various transportation
segments. Its leading presence in highways segment which IVRCL, 1,100
itself have a good mix of toll/annuity and state/central projects. R0

QO IL&FS parentage gives us a further comfort on the company.
ITNL is 70% owned by IL&FS and has a presence in Indian road

sector since the year 2000. w10

Q Though, ITNL’s portfolio is more conservative than others, we o
believe it has an appropriate mix among highway developers. u 1406
During these times of high competition, negotiated contracts SADE
with state highway departments helps the company to tide over 966
any order tendering slackness in NHAI. ITNL have a better risk-
reWard Compared to IRB, hence a Buy Source: Company, Centrum Research
Summary Financials (Consolidated)
Y/E March (Rsmn) FY09 FY10  FY1E  FY12E  FY13E
Income Statement Data Though,  consolidated
Revenue 12,254 24,029 40,482 51,737 60,081 revenue gets a boost
YoY growth (%) 2389 96.1 68.5 27.8 16.1 from construction
Operating profit 1,933 7,942 11,543 12,393 14,896 'rz\cl‘;’r:‘ueel Of‘lzfa” gtf’J'v'Jlﬁ
YoY growth (%) 5.6 310.8 453 7.4 20.2 stays lower on account
Operating margin (%) 16 33 29 24 25 of its International
Depreciation 353 603 614 830 874 subsidiary Elsamex
Interest expenses 1,743 2,941 4,981 5817 7,698 which  would  have
Other non operating income 966 843 791 694 764 muted growth.
PBT 804 5,241 6,740 6,440 7,088
Provision for tax (483) (1,858) (2,243) (2,190) (2,410
Minority interest and ext. items (59) 61 (169) (65) (65)
PAT (adjusted) 263 3,444 4,329 4,186 4,613
YoY growth (%) (72.3) 1,211.3 25.7 (3.3) 10.2 Operating profit would
PAT margin (%) 2.1 14.3 10.7 8.1 7.7 also remain lower as
Cash Flow Statement Data construction  segment
Cash generated from operations 176 3,189 5,950 12,798 12,830 g?ntt;'gﬁ‘t?:vggzr \;};ITC"E
Cash flow from investing activities (184) (14,586) (18,292) (31,340) (39,404) also have lower margins.
Cash flow from financing activities (300) 15,226 11,252 19,554 25,390
Net cash increase/decrease (308) 3,829 (1,090) 1,012 (1,184)
Balance Sheet Data
Shareholders' fund 9,666 17,486 20,961 24,321 28,024
Debt 18,542 33,215 49,484 74,618 107,214
Minority Interest 774 1,118 1,937 3,000 4,402
Deferred Tax Liability 647 779 779 779 779
Total Capital Employed 29,629 52,599 73,160 102,718 140,419
Fixed Assets 8,614 16,237 34,011 64,482 102,997
Goodwill 12,071 16,658 16,658 16,658 16,658 ROE would reduce from
Investments 2,010 4,544 4,844 5,144 5,444 23% levels in FY11 to
Net current assets 6933 15,161 17,648 16435 15320 high-teens since the
Total Assets 29,629 52,599 73,160 102,718 140,419 construction  segment
‘ revenue would
Ratios (%) contribute higher share
ROCE 5.5 17.9 17.4 13.1 1.5 wlidy s #de & low
ROIC 2.5 13.8 13.7 9.8 8.3 margin business.
ROE 2.7 254 225 18.5 17.6
Per share Ratios (Rs)
Fully diluted EPS 1.4 20.0 22.3 21.5 237
Solvency Ratio (x)
Debt-equity 1.9 1.9 24 3.1 3.8
Interest coverage ratio 1.1 2.7 23 2.1 1.9
Valuation parameters (x)
P/E (Fully Diluted) 130.5 10.0 9.0 9.3 8.4
P/BV 3.5 2.0 1.9 1.6 1.4
EV/EBITDA 26.5 7.8 7.3 8.7 9.5
EV/Sales 4.2 2.6 2.1 2.1 24

Source: Company, Centrum Research Estimates
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Investment Argument

Diversified transportation sector player

ITNL is a leading player in Indian highway sector with 10,136 lane km projects in its highway
portfolio. Within the current portfolio, 38% (4,081 lane km) are operational and 62% (6,055
lane km) under development (construction, financial closure stage, etc). ITNL, due to its IL&FS
parentage has negotiated partnerships with states like Rajasthan, Jharkhand, Chhattisgarh,
Kerala, and Gujarat wherein it takes multiple stretches for development in consultation with
the respective state’s road development corporations.

As per our observation, ITNL’s toll projects are concentrated in the western India region and
most of them have a grant component from the respective authorities. Annuity projects are
more concentrated in eastern regions and stretches where the traffic risk is high.

Exhibit 103: 4,081km operational, 6,055km in development Exhibit 104: Rs52bn operational, Rs306bn in development
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Source: Company, Centrum Research Source: Company, Centrum Research
Exhibit 105: Projects are spread out Pan-India. Also spread across clients.
TPC TPC TPC
M
3,
State
130,478
Lane Km Lane Km Lane Km

West
4419

South
1,843

| .
State
7,401

Source: Company, Centrum Research
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Exhibit 106: ITNL highest in Total Lane Km

Source: Company, Centrum Research
Exhibit 108: Higher share in total Lane Km

(Lane Km)

12,000 1
10,000 A
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6,000 1
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2,000
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ITNL

IRB

SADE

L&T

Under Development Lane Km
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GMR

® % of Total Operational

IVRCL  ASHO

Source: Company, Centrum Research

Exhibit 110: Higher share of state roads

(Lane Km)
12,000 A r
10,000 A [ ] ° o
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4,000 A L
2,406
i 5,289 2,059 L
2000 1,835 876 2,307
ITNL IRB SADE L&T RINFA GVK GMR IVRCL ASHO
Central ™ State @ Central as% of Total

Source: Company, Centrum Research

Exhibit 112: Fair mix of Annuity/Toll projects

(Lane Km)
12,000 1 r
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ITNL IRB  SADE L&T RINFA GVK GMR IVRCL ASHO
B Annuity = Toll @Toll % Total

Source: Company, Centrum Research

Exhibit 107: Also in operational Lane Km

IVRCL, 1,100
604

Source: Company, Centrum Research

Exhibit 109: Highest in Stake AdjLane Km as well

(Lane Km)
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Source: Company, Centrum Research
Exhibit 111: L&T, GVK & Ashoka follows
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J ° F 100%
100% 822;" 3335 o
70% 1
. F 80%
80% 60% 1 ° * ’
2,406
60% 50% 1 6 2859 [ 60%
40% 1
- 0/
40% 30% 1 5289 1835 2307 40%
20% 20% 1 F 20%
10% A G 3122
0% 0% 0%
ITNL IRB  SADE L& RINFA GVK GMR IVRCL ASHO
Central = State ® Central as% of Total
Source: Company, Centrum Research
Exhibit 113: Peers have more Toll Projects
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Source: Company, Centrum Research
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ITNL has a presence not just in roads and highways, but is also diversified across other
transportation segments like railways (metro), airports, and bus terminals. Currently, the company
has 22 road projects (fair mix of annuity/toll and state/central), 1 Bus project (Nagpur), 1 State
Border Check post project (Madhya Pradesh), 2 Airports (Gulbarga & Shimoga airports under
evaluation) and 1 Metro Rail (Gurgaon stretch of DMRC on 99-year lease). We believe this
diversification gives the company gives an edge over others that have a presence in fewer
segments. Further, with the government moving to let private players operate infrastructure
projects, ITNL stands in a beneficial position.

Exhibit 114: Road projects in ITNL Portfolio

Project Stake LaneKm Client Conc:::::: Cost Equity Debt Grant Status

Toll Projects

Noida Toll Bridge 25 60 NOIDA 30 5,888 3,308 2,580 Operational
Gujarat Road and Infrastructure 84 190 Gujarat 30 1,744 841 903 Operational
Gujarat Road and Infrastructure 84 333 Gujarat 30 3,056 1,474 1,582 Operational
West Gujarat Expressway 100 389 NHAI 20 2,758 400 2,117 180 Operational
RIDCOR 50 2,106 RIDCOR 32 16,500 1,000 15500 2,150 Operational
RIDCOR 50 696 RIDCOR 30 7,500 750 6,766 465 FC

ITNL Road Infrastructure Development 100 248 GOI 1 3,550 400 2,760 750 UD
Chandrapur Warora Road Project 35 275 Maharashtra 30 6,700 1,760 3,180 1,760 FC

Pune Sholapur Road Development 100 571 NHAI 20 14,027 1,600 9,577 2850 UD
Moradabad Bareilly - UP 100 522 NHAI 20 19,836 2217 13,187 4,433 FC
Narketpally - Addanki Medarametla 50 888 AP 24 17,605 2,335 10600 4,670 FC

MP Entry Point Project (9 points) 51 MP 13 10,940 3,282 7,658 Bagged in FY11
Annuity Projects

Thiruvananthapuram Road Development Company P-I 50 51 Kerala 18 1,107 301 807 Operational
Andhra Pradesh Expressway** 100 328 NHAI 20 8,629 337 8411 - Operational
North Karnataka Expressway 87 472 NHAI 18 5995 1,006 4,851 Operational
Chhattisgarh Highway Development 74 Chattisgarh 18 6,593 989 5,604 ub
Chhattisgarh Highway Development 74 1,368 Chattisgarh 18 7,707 1,156 6,551 ub
Chhattisgarh Highway Development 74 Chattisgarh 18 9,966 1,375 7,791 ub
Jharkhand Accelerated Road Development Phase | 100 466 Jharkhand 18 14,078 1,702 12,375 - UD
Jharkhand Accelerated Road Development Phase Il &Il 100 536 Jharkhand 18 14,900 2,240 12,660 ub

East Hyderabad Expressway (outer Ring road) 74 173 Hyderabad 15 4,278 293 3,209 777 UD
Thiruvananthapuram Road Development Phase-Il and IlI 50 107 Kerela 15 2,626 300 1,076 1,250 UD
Hazaribagh Ranchi Expressway 74 319 NHAI 18 8692 1,310 7,382 FC

Ramky Elsamex Hyderabad Ring Road 26 152 Hyderabad 15 2,758 450 2,879 665 Operational
J&K - Udhampur Ramban 100 186 NHAI 20 14,000 2,800 11,200 L1/Preferred
Chenani Nashria 100 38 NHAI 20 37,200 3,720 33,480 FC

Jarabat Shillong 50 262 NHAI 20 8,240 840 7,400 - FC

Source: Company, Centrum Research
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CENTRUM

IL&FS Parentage and Qualification Strength Enables Company to
Bid for All Types of Road Projects In India

ITNL is promoted by IL&FS, one of the first NBFCs (formed in 1987) to primarily finance
infrastructure projects. This has direct positive implications on ITNL (IL&FS has 70% stake on
Dec 2010) in terms of understanding infrastructure building process in India. We believe the
internal risk management process that ITNL has evolved since its formation in 2000 gives
greater comfort in terms of managing projects on various aspects (regulatory, funding, etc) vs
peers who started operations after ITNL. Also, ITNL is qualified to bid for almost all of the
NHAI projects tendered out in the past one year.

Exhibit 115: No. of projects in RFQ Stages

Exhibit 116: No. of projects in RFP Stages
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Exhibit 117: RFQ Stages - Length Km

Source: Company, Centrum Research

Exhibit 118: RFQ Stages - Length Km
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Exhibit 119: Project Cost (Rsbn) in RFQ Stage
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Exhibit 120: Project Cost (Rsbn) in RFP Stage
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Exhibit 121: ITNL is qualified in most of the NHAI project

RFP Month  State Region  From To NH Stretch Km Q;ia‘:i:':r': SADE IRB IVRC ASBL ITNL NJCC HCC ERIE PECE LT cccL
Jul-09 Meghlaya NE  ShillongBypass  N.A. 40 & 44 47 14 v
Aug-09 Assam & Megh NE  Jorbat Shillong 40 62 11 v
Nov-09 Karnataka South  Tumkur Chitradurga 4 114 18 v v v v v v v
Nov-09 J&K North  Srinagar Banihal 1A 67.8 6 v v
Dec-09 Kerela South  Kuttipuram Edapally 17 120 5 v v
Dec-09 J&K North  Udhampur Ramban 1A 43 8 v v v
Jan-10 Madhya Pradesh ~ Central  Indore Dewas 3 45 17 v v v v
Jan-10 Orissa Eastern  Rimuli Rajamunda 215 106 15 v v v v v v v
Feb-10 AP&TN South  Tirupati-Tiruthani  Chennai 205 126 18 v v v v v v v
Feb-10 Bihar North  Chhapra Hazipur 19 64 9 v v v v v v
Feb-10 Bihar North  Piprakothi Raxaul 28A 69 18 v v v v
Feb-10 WB & Orissa Eastern Dhankuni Baleshwar 6 231 8 v v v
Feb-10 Rajasthan North  Deoli Kota 12 83 27 v v v v v v
Feb-10 Rajasthan North  Beawar Pali 14 15 18 v v v v v
Feb-10 Uttar Pradesh North  Varanasi Aurangabad 2 192 6 v
Feb-10 Tamil Nadu South  Hosur Krishnagiri 7 60 21 v v v v v v v
Mar-10 Tamil Nadu South  Trichy Karaikudi 210 110 29 v v v v v v v v v
Mar-10 Orissa Eastern Bhubhaneshwar  Puri 203 59 % v v v v v v v
Mar-10 Tamil Nadu South  Coimbatore Mettupalyam 67 50 15 v v v v
Apr-10 Uttar Pradesh North  Varanasi Gorakhpur 29 206 n v v v v
Apr-10 Uttar Pradesh North  Aligarh Kanpur 91 278 14 v v v v
Apr-10 Karnataka South  Belgaum Khanapur 4A 84 3 Vv v v v v v v v v
May-10 Gujarat Western Jetpur Somnath 8D 127 2 v v v
Nov-10 Tamil Nadu South  Krishnagiri Tindivanam 66 176 33 v V¥ v v v v v v
Adda- 122 20 v v v v v v
Dec-10 West Bengal Eastern Barwa Panagarh 2
Jan-11 Rajasthan Western Reengus Sikar M 43 50 v v v v v v v v v
Jan-11 Gujarat Western Ahmedabad Vadodara 8 102 2 v Y v v v v v v
Jan-11 Rajasthan North  Kota Jhalawar 12 147 a v Y v v v v v v v
Feb-11 Haryana North  Rohtak Jind 71&71A M 2 v Y v v v v v
Feb-11 Orissa Eastern Panikoili Rimuli 215 163 20 v v v v v v
Feb-11 Tamil Nadu South  Walajahpet Poonamallee 4 93 0 Vv v v v v v v
Total Bids 14 10 18 15 28 23 10 8 15 21 5
Rank (In
terms of 7 8 4 5 1 2 8 10 5 3 1
No. of bids)

Source: NHAI, Centrum Research
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CENTRUM

Financial Position Comfortable To Fund Equity Requirement

According to the management, ITNL would not require external funding for the next 3 years
assuming that it bags projects worth Rs50bn annually. At a D/E of 80/20, the requirement
would be around Rs8bn which would be financed through standalone profit of Rs3bn and
leveraging that by 1x would give another Rs3bn. While for the rest, the company has option
to securitize toll revenues, issue NCDs on operating projects, etc. Only the following projects
would require equity funding from the company.

Exhibit 122: Funding Requirement of ITNL over the next 2-3 years

. Stake Total ITNL Already Pending
Project Name Segment TPC (%) Equity Share Invested Equity
Gurgaon Metro Link Rail Project Metro Rail 10,880 70.0 3264 2,285 - 2,285
Udhampur Ramban NHAI - Road 14000  100.0 2800 2,800 - 2,800
MP Border Check Post Border Check Post 10,940 51.0 3282 1,674 B 1,674
Total 35,820 9,346 6,759 - 6,759

Source: Company, Centrum Research

We believe issuing NCDs to replace existing senior debt gives comfort on its interest cost in the
current high-inflation scenario. ITNL recently issued Rs4.6bn NCDs for its project “North Karnataka
Expressway” against an outstanding debt of Rs4bn, where the interest rates were couple of
percentage points lower than the rates on senior loan prevailing. This method ensures that
subordinate debt (if any) issued by standalone company would also be paid back (generating cash
or future bidding) and reduces cost for SPV as sub-debt costs 200bps higher than senior debt
(effectively 400bps higher than NCD's rates here). Road projects are able to get such attractive rates
only in the case of operational projects and annuity projects where the revenue visibility is high.
ITNL is looking for locking fixed rates for almost all of the projects and does not expect rising interest
rates to hurt IRR in short-term.
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CENTRUM

Business Model Allows For Maneuvering & Take Projects On a Pan-
India Basis

ITNL does not have an internal civil construction division in its domestic road sector
operations. It employs local contractors who executes road project on variable price basis,
though the initial design work, layout, etc, is done by ITNL. ITNL only supervises the execution
and keeps check on the quality, timeliness and other aspects of the project. The primary
reason that the company gave for not having an internal civil construction division is undue
management’s attention for managing labor, idle machinery, and various other issues. It also
believes that by employing local contractors, there is a savings in terms of cost as well since
the overheads for that sub-contractor would be less compared to a company like L&T. Some of
the sub-contractors for the company are Monte Carlo Construction, Apco Constructions, GKC
Constructions, etc. For high-capability projects like J&K & in North-East, the company has
hired the services of Leighton (Australia) and Ramky Infra (who is also a partner in the
project).

We think that the model followed by ITNL would be a positive since current increasing competition
intensity would enable ITNL to place favorable bids or remote projects. Remote projects (like in J&K)
would not have high competition since not every contractor have presence there. Hence, new
projects could be bagged by the company at favorable bids unlike the aggressive competition seen
in other easy-accessible areas.

Exhibit 123: Except construction, ITNL have presence across the lifecycle of a road project

Segment Margins Time Period Taken ITNL  IRBInfra Sadbhav Ashoka L&T IVRCL NCC PECIN
Project Planning Minimal 1yr/ 1.5years o O O O O O O O
Bidding NA 1 month O O O O O O O O
Letter of Award NA 2 months O O O O O O O O
Financial Closure 2% - 3% of TPC Max 6 months o ™ ™ ™ ™ ™ O O
Traffic Estimation Minimal 2-3 months o o O o () O O O
Designing 2% - 3% of TPC 2-3 months o o o o () d (@} q ]
Construction 10%-20% of TPC 3 years Avg O o o o o o o o
O& M Services 1%-2% of TPC Yearly o o O o o D D O
Operating the project 80% - 90% Up to 30years o o o o o o o o
Average 3 O & O O O o o

Source: Company, Centrum Research
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CENTRUM

International Subsidiary Elsamex, A Low Margin Business To
Contribute Lower Share Of Consolidated Revenue Going Forward

ITNL acquired Elsamex S.A. in March 2008 for a sum of Euro12mn. It is a Spanish road construction
and maintenance company. The rationale was to acquire expertise in road project maintenance and
operation and have international exposure. The current portfolio of projects that Elsamex currently
have are in Europe, Mexico, and Latin America region 1) approximately 21,000 lane km of road and
2) 3,100 gas stations under operation and maintenance.

Exhibit 124: Brief overview of some project (gas stations & a road project) bagged in FY10

Project Date of SCA Status Operations and Maintenance period Termination date
Orihuela Gas Station June 11, 2001 Construction completed 25 years and 8 months from November 11,2004  June 11,2030
Villavidel Gas Station September 12,2001  Construction completed 40 years and 1.5 months from July 29, 2004 September 12, 2045
Zamora Gas Station June 24, 2002 Construction completed 43 years and 4 months from February 23, 2005 June 24,2048
Ponferrada Gas Station August 4, 2004 Construction completed 45 years and 10 months from October 26, 2006 August 04, 2050
Coiros Gas Station April 16,2004 Under Construction 39 years April 14,2043

A4 Road December 27, 2007 Under construction 19 years December 26, 2026

Source: Company Annual Report

However, since these assets are in developed nations, margins are lower than in India. Elsamex has
contributed substantially to overall consolidated revenue of ITNL (63% in FY09 and 40% in FY10).
For FY11, its share has further fallen to 24% of consolidated revenue. Though, the contribution to
top-line is substantial, its contribution at the net income level is not on account of high fixed cost
and interest expenses.

We expect the contribution of Elsamex to the total business to come down from the 30% levels seen
in FY0O9 to 21% in FY12 and 20% in FY13 (it was 24% in FY11).

Exhibit 125: Elsamex Financials (History & Assumptions)

Elsamex Financials cYos CcYo9 cY10 CY11E CY12E
Revenue 5,904 7,264 9,649 10,929 12,137
Growth YoY % NA 23.0% 32.8% 13.3% 11.1%
EBITDA 432 536 713 807 896
EBITDA Margins (%) 7.3% 7.4% 7.4% 7.4% 7.4%
Interest Expenses 301 171 171 171 171
Growth YoY % NA (43.0)% 0.0% 0.0% 0.0%
Profit After Taxes 22 119 198 240 280
PAT Margins 0.4% 1.6% 2.1% 2.2% 2.3%
Growth YoY % NA 453.4% 65.8% 21.3% 16.6%
Contribution to ITNL

Revenue (%) 48.2% 30.2% 23.8% 21.1% 20.2%

PAT (%) 6.7% 3.5% 4.4% 5.7% 6.0%

Note: Assumed FX rate of 1Euro=60INR, Source: Company, Centrum Research
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CENTRUM

Conservative Project Bidding Gives More Comfort on Risk-Reward,
Hence Buy Rating with Target Price of Rs240 (Upside of 19%)

We like ITNL due its conservative stance in project bidding. Though, some projects are on low-
density stretches, we believe annuity nature of those projects gives enough comfort. The
IL&FS parentage, its experience and the support in terms of funding arrangement is another
positive for the company. As discussed previously, the current increasing competition
scenario places the model followed by the company of not having an internal construction
arm would place ITNL at an advantageous position compared to peers.

We value IL&FS Transportation on SOTP basis by valuing the EPC business on EV/EBITDA basis
and road BOT assets on DCF basis. We arrive at a total value of Rs240 (upside of 19% from the
current market price of Rs201).

Exhibit 126: ITNL Valuation

Project Basis Type Stake  Value Rsmn ITNL Value Discount  Multiple Per Share % Total
Road Projects - Operational 16,477 13,947 72 29.9%
Road Projects - Under Development 39,459 34,738 123 51.3%
Road BOT Projects DCF 95,394 83,423 195 81.2%
Vansh Nimay (Nagpur Bus Project) P/BV 90.0% 100 90 25.0% 0.3 0.1%
Gurgaon Metro P/BV 70.0% 200 140 25.0% 0.5 0.2%
Noida Toll Bridge M.Cap 25.0% 4,972 1,243 25.0% 4.8 2.0%
Elsamex (Span Subsidiary) P/BV 100.0% 3,205 3,205 25.0% 124 5.2%
EPC Business EV/EBITDA 4.0 27 11.3%
Grand Total 240

Current Market Price 201

Upside / Downside 19%

Source: Company, Centrum Research Estimates
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Risks for the Company
Diversifying In Areas Other Than Road Sector like Airports & Metro

ITNL has diversified itself in to areas like Airports and Metros, which are new for the company.
Though, we believe there is not much of a risk since having the backing of IL&FS as a parentage
would limit any adverse impact, we believe, this could be a risk going forward.

Concentration in three states - Rajasthan (toll), Andhra Pradesh and Chhattisgarh (annuity) -
contributes 50% to Lane Km and 25% to total cost.

Exhibit 127: Lane Km Exposure state-wise Exhibit 128: Cost-wise Exposure (Rsmn)
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Higher Proportion of annuity projects limits the benefit from traffic Risk
upside

ITNL's proportion of annuity projects is higher than peers. Though we are impressed with the mix,
we believe there is a risk that the company would not be able to benefit from the upside risk in
traffic going forward. Also, within the toll-based projects, the company auctions out the toll receipts
to third-party normally (though for a year), limiting the upside in that particular year.

Sub-contracts civil construction part of the project to local contractors

ITNL subcontracts its civil construction to local sub-contractors and handles the initial designing and
supervision of the construction work to check the quality of the project. The reliance on sub-
contractors posses some risk on the timely completion of projects.
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Consolidated Financials

Exhibit 129: Income statement

Y/E March (Rsmn)

Revenues

Growth in revenue

Cost of Raw Material

% of Revenue

Employee cost

% of Sales

O&M expenses

% of Sales

EBITDA

EBITDA Margin (%)
Depreciation

PBIT

Interst expenses

PBIT from operations
Other non operating income
PBT before ext.od items
Extra-ordinary income/ (exp)
PBT

Provision for tax

Effective tax rate (%)

Minority interest

PAT

Adjustment for Ext.Od items
Adjusted PAT

Growth in PAT (%)

PAT margin (%)

FY09

12,254
238.9
5,459

446
2,995
244
1,867
15.2
1,933
15.8
353
1,580
1,743
(163)
966
804

804
483
60.0
(31.8)
289
@27
263
(72.3)
2.1

FY10E

24,029
96.1
10,146
42.2
3,565
14.8
2,376
9.9
7,942
331
603
7,339
2,941
4,398
843
5,241

5,241
1,858
354
(26.4)
3,357
87
3,444
1,211.3
143

Source: Company, Centrum Research Estimates

Exhibit 130: Balance sheet

Y/E March (Rsmn)

Share Capital

Stock Options
Reserves
Shareholders' fund
Debt

Deferred Tax Liability
Minority Interest
Total Capital Employed
Gross Block
Accumulated dep.
Net Block

Capital WIP

Total Fixed Assets
Investments
Deferred Tax Asset
Inventories

Debtors

Cash & bank balances
Loans and Advances
Other Current Assets
Total current assets
Current lia & provisions
Net current assets
Misc. Expenditure

Total Assets

FY09

1,714
804
7,148
9,666
18,542
647
774
29,629
11,164
2,631
8,533
81
8,614
2,010
12,071
245
7,873
1,601
3,436
1,027
14,183
7,250
6,933

29,629

FY10E

1,943
800
14,744
17,486
33,215
779
1,118
52,599
19,134
2,955
16,180
57
16,237
4,544
16,658
292
6,478
5,502
9,709
1,048
23,028
7,868
15,161

52,599

Source: Company, Centrum Research estimates

FY11E

40,482
68.5
22,972
56.7
3,522
8.7
2,446
6.0
11,543
28.5
614
10,929
4,981
5,948
791
6,740

6,740
2,243
333
(120.7)
4,377
(48)
4,329
25.7
10.7

FY11E

1,943
800
18,218
20,961
49,484
779
1,937
73,160
37,523
3,569
33,955
57
34,011
4,844
16,658
491
8,696
4,412
15,538
1,765
30,903
13,255
17,648

73,160

FY12E

51,737
27.8
35,279
68.2
2,897
5.6
1,167
23
12,393
24.0
830
11,563
5817
5,746
694
6,440

6,440
2,190
34.0
(64.8)
4,186
4,186
3.3)
8.1

FY12E

1,943
800
21,578
24,321
74,618
779
3,000
102,718
68,824
4,399
64,425
57
64,482
5,144
16,658
628
9,696
5,425
18,652
2,256
36,656
20,222
16,435

102,718

FY13E

60,081
16.1
40,517
67.4
3,327
55
1,341
22
14,896
24.8
874
14,022
7,698
6,324
764
7,088

7,088
2,410
340
(64.8)
4,613
4,613
10.2
7.7

FY13E

1,943
800
25,281
28,024
107,214
779
4,402
140,419
108,214
5,273
102,941
57
102,997
5,444
16,658
729
11,259
4,241
22,390
2,620
41,239
25,919
15,320

140,419

CENTRUM

Exhibit 131: Cash flow

Y/E March (Rsmn) FY09 FY10E FY11E
CF from operating

Profit before tax 804 5,241 6,740
Depreciation 353 603 614
Interest expenses 1,743 2,941 4,981
OP profit before WC change 2,069 8,100 11,769
Working capital adjustment (1,321) (3,008) (3,577)
Gross cash from operations 748 5,092 8,193
Direct taxes paid (572) (1,903) (2,243)
Cash from operations 176 3,189 5,950
CF from investing

Capex 338 (5372)  (18,389)
Investment 380 (2,593) (300)
Others (902) (6,621) 397
Cash from investment (184) (14,586) (18,292)
CF from financing

Proceeds from sh cap & prem. - 5,758 -
Borrowings/ (Repayments) 1,903 12,616 16,269
Interest paid (1,751) (2,941) (4,981)
Dividend paid (381) (251) (854)
Others (72) 43 818
Cash from financing (300) 15,226 11,252
Net cash increase/ (dec) (308) 3,829 (1,090)

Source: Company, Centrum Research estimates

Exhibit 132: Key Ratios

Y/E March FY09 FY10E FY11E
Margin Ratios (%)

EBITDA Margin 15.8 331 285
PBIT Margin (1.3) 18.3 14.7
PBT Margin 6.6 21.8 16.6
PAT Margin 2.1 14.3 10.7
Growth Ratios (%)

Revenues 2389 96.1 68.5
EBITDA 56 310.8 453
Net Profit (72.3) 1,211.3 257
Return Ratios (%)

ROCE 55 17.9 17.4
ROIC 25 13.8 13.7
ROE 2.7 254 22.5
Turnover Ratios

Asset turnover ratio (x) 0.4 0.6 0.6
Working Capital Turnover (x) 2.0 2.2 2.5
Avg collection period (days) 2345 98.4 784
Avg payment period (days) 437.2 217.5 214.9
Per share (Rs)

Fully diluted EPS 14 20.0 223
CEPS 35 235 254
Book Value 56.4 101.9 107.9
Solvency ratios (x)

Debt/ Equity 1.9 1.9 24
Interest coverage ratio 1.1 2.7 23
Valuation parameters (x)

P/E 130.5 10.0 9.0
P/BV 35 2.0 1.9
EV/ EBITDA 26.5 7.8 73
EV/ Sales 42 2.6 2.1
M-Cap/ Sales 2.8 14 1.0

Source: Company, Centrum Research estimates

FY12E

6,440
830
5817
12,763
2,225
14,988
(2,190)
12,798

(31,300)
(300)
260
(31,340)

25,134
(5817)
(826)
1,063
19,554
1,012

FY12E

24.0
11.1
12.4

8.1

27.8
74
(33)

13.1
9.8
18.5

0.6
3.0
68.4
216.2

215
258
125.2

3.1
2.1

9.3
1.6
8.7
2.1
0.8

FY13E

7,088
874
7,698
15,309
(69)
15,240
(2,410)
12,830

(39,390)
(300)
286
(39,404)

32,595
(7,698)
(910)
1,403
25,390
(1,184)

FY13E

24.8
10.5
11.8

7.7

16.1
20.2
10.2

11.5
83
17.6

0.5
38
68.4
2238

237
28.2
144.3

3.8
1.9

8.4
14
9.5
24
0.6
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Sadbhav Engineering

Initiation 10 May 2011

Transformed Into An Integrated Road Player

Sadbhav Engineering (SEL), which started operations in
1988 in irrigation civil works, is now an integrated road
sector player with a portfolio of nine BOT road projects
(2,403 lane km worth Rs51bn stake adjusted and
Rs79bn on gross cost). Three projects (966 lane km) are
operational and six (1,437 lane km) are under
construction. We believe the company offers a better
risk-reward compared to its peers on aspects like
project funding, order-book mix (internal/external),
execution capability and working capital management.
Its robust EPC potential from internal (road projects)
and external (roads, mining & irrigation) orders at 3.2x
FY11E revenue gives high revenue visibility. We initiate
coverage with a Buy (Target of Rs169, 28% upside).

O Transformed road sector player: SEL is among the
few companies that has successfully transformed itself
in to an integrated road player. Its entry in to the sector
by having lower stakes in initial road BOT projects has
played-out well strategically.

O Funding tied-up with recent PE fund infusion: SEL's
wholly-owned arm, Sadbhav Infrastructure Project
(SIPL), has received an Rs4bn equity funding from
global investors, Norwest Venture Partners and Xander
Group. This would boost the company’s growth
ambition with the equity requirement from SEL taken
care for existing projects.

O Strong EPC execution track record: SEL is expected to
complete the execution of three projects 6 months
ahead of schedule. This supports the growth in EPC
business and shows a better-than-peers EPC execution
record. This would eventually translate into better
returns (ROE) for the EPC arm at 21% in FY11E and
FY12E each, higher than EPC peers’ range of 10%-15%.

O Strategy to play SEL: The only differentiating factor
for SEL vs ITNL & IRB Infra is that its EPC business
provides diversification in order-book mix (external
orders contributes 53%) compared to 100% of ITNL and
IRB Infra. EPC business contributes 55%, 40% and 11%
to total revenue for IRB, ITNL and SEL. For safety in this
competitive environment, SEL would prove to be
better play with external EPC orders, robust execution
record, and working capital management system.

O Buy with a target price of Rs169: We believe SEL
provides a better risk-reward profile compared to ITNL
and IRB Infra on account of its order-book mix, project
profile in portfolio, execution track record and lower
funding  requirement and  working  capital
management. We initiate with a Buy (target price
Rs169, upside of 28%).
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Y/E Mar (Rsmn) Rev  YoY (%) EBITDA EBITDA (%) AdjPAT YoY (%) DEPS (Rs) RoE (%) RoCE (%) P/E(x) EV/EBITDA (x)

FY09 10,693 19.4 1,174 11.0 633 20.9 5.1 20.1 20.1 26.1 15.8
FY10 12,699 18.8 1,506 11.9 538 -14.9 43 14.7 18.3 30.7 13.5
FYTE 22,092 74.0 2,258 10.2 1,196 122.1 8.0 235 21.3 16.6 10.1
FY12E 28,320 28.2 2,919 10.3 1,455 21.7 9.7 211 215 13.6 7.9
FY13E 35,995 27.1 3,496 9.7 1,755 20.6 1.7 21.1 22.2 1.3 6.4

Source: Company, Centrum Research Estimates

Please refer to important disclosures/disclaimers in Appendix A
Centrum Equity Research is available on Bloomberg, Thomson Reuters and FactSet




CENTRUM

Shareholding pattern (%) Company Background
Y/E March Mar-10 Jun-10 Sep-10 Dec-10 Mar-11 Sadbhav Engineering (SEL) is an Ahmedabad-based construction
Promoters 476 476 475 475 476 company formed in 1988. It has a substantial exposure to road projects
Institutions s 4 s Mo 407 (77% of revenue derived in FY11) and a reasonable presence in the
mining sector as developer and operator. SEL’s subsidiary Sadbhav
Fil 234 239 230 229 228 Infrastructure Projects (SIPL) has a portfolio of 9 road BOT projects with
bir 182 182 185 180 179 all of them having achieved financial closure. Three are operational and
Public & Others 109 104 11.0 11.5 1.7 spread in the western states of Maharashtra & Gujarat and Madhya
Total 1000 100.0 1000 100.0 100.0 Pradesh.

Source: BSE India
Order-book Trend (Rsmn)

90,000 -
80,000 -
70,000 6,366 5854
’ i 10,026 !
60,000 6447 5910 9413 9590

50,000
40,000
30,000 -
20,000
10,000

FYo7 FY08 FY09 FY10 1QFY11  2QFY11  3QFY11 4QFY11

M Roads [ Mining  Irrigation

Source: Company, Centrum Research

Key events/timeline (Also Refer Exhibit 134 for a graphical presentation along with share price movement)
Year Particulars

1988 Incorporated by taking over Bhavna Construction Co, a firm engaged in the construction business since 1968
1989 Bagged first project by Sardar Sarovar Narmada Nigam Ltd

1993  Nominated as a subcontractor by L&T for its first road project Sambalpur-Rourkela

1995 Bagged private mining excavation project from Gujarat Industries Power Company

1996 Bagged first road project from private sector (Reliance Industries) for road construction in RIL’s township and refinery site at Jamnagar
2001  Bagged first direct road project by NHAI

2002 Completed construction of its first ever canal siphon across river Vatrak

2006 IPO raising Rs537mn

2007  QIP raising Rs920mn

2008 Commercial Operations of Ahmedabad Ring Road project

2009 Awarded the Maharashtra Border Check post project

2010 Rights Issues of Rs1.25bn & Infusion of Rs4bn in SIPL by Norwest Venture Partners & Xander

Source: Company, Centrum Research

Key management personnel

Name Designation Particulars
Vishnubhai M. Patel  Chairman & Managing Promoter of the company with 40 years of experience in the business. Prior to Sadbhav, Mr. Patel
Director was actively involved in family construction business as partner in Bhavna Construction Co. in
charge of canal and road projects.
Girish Patel ED Involved in business since inception and have 15 years of experience in roads, irrigation and

mining operations.

Nitin Patel CFO Chartered Accountant was associated with M/s Manubhai & Co., Chartered Accountants before
joining Sadbhav Engg in 1999 as an Internal Auditor. Appointed as Whole Time Director in August
1999.

Sadbhav Engineering
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Investment Rationale Sadbhav Engg - Order-book Mix

O In its initial foray into road projects, SEL took minor equity 100% -
stakes and garnered a major share of the EPC business. This goo | 100%  110% o5y 95% 9% B2 BO% gy
strategy gave the company hands-on experience of the 80% - 159 [36%] [&8%
technicalities and viability of road projects 70% A

O SEL has a strong portfolio of road BOT projects with 60% -
concentration in western region (also highly industrially active 50% 7

. . N . . 04 -
region) and is expected to drive major traffic movement. :2;‘
.

O We are also impressed with capital resource management of the 20%
company. Recently company got an infusion of Rs4bn in its 10% 1
infrastructure subsidiary SIPL and SEL still possess around 78% 0% 1
of equity stake. With robust execution track record, the WC FYo7  FYOB  FY0S  FYI0  TQRVIT 20FYI1 3QFYI1 4QFYTT
management is also superior to other construction peers. W Roads M Mining M Irrigation

Source: Company, Centrum Research

Summary Financials (Standalone)

Y/E March (Rsmn) FY09 FY10 FY11E FY12E FY13E

Income Statement Data Robust order-book

Revenue 10,693 12,699 22,092 28,320 35,995 EEUIES robust revenue

YoY growth (%) 19.4 18.8 74.0 28.2 27.1 visibility

Operating profit 1,174 1,506 2,258 2,919 3,496

YoY growth (%) 0.2 0.3 0.5 0.3 0.2

Operating margin (%) 11.0 11.9 10.2 103 9.7

Depreciation 157 233 269 490 623

Interest expenses 198 327 284 280 289

Other non operating income 10 33 52 57 75

PBT 829 980 1,757 2,205 2,659

Provision for tax 192 328 596 750 904

Provision for tax 4 113 (34) - -

PAT (adjusted) 633 538 1,196 1,455 1,755

YoY growth (%) 20.9 (14.9) 122.1 21.7 20.6

PAT margin (%) 59 42 54 5.1 49 Recent infusion of Rs4bn

Cash Flow Statement Data oLl el ey
. funds for projects for the

Cash generated from operations 664 1,257 3,987 2,051 2,957 next two years (SIPL

Cash flow from investing activities (760) (2,267) (2,288) (900) (1,700) share).

Cash flow from financing activities 335 1,744 (695) 61 (479)

Net cash increase/decrease 5 341 407 462 473

Balance Sheet Data

Shareholders' fund 3,435 3,915 6,257 7,555 9,119

Debt 2,111 4,242 3,961 4,461 4,461

Deferred Tax Liability 110 141 161 161 161

Total Capital Employed 5,656 8,298 10,379 12,176 13,741

Fixed Assets 1,545 2,101 2,298 2,707 3,184

Goodwill - - - - -

Investments 1,246 1,441 3,264 3,264 3,264 ROE already above 20%

Net current assets 2,856 4,756 4,817 6,205 7,292 gives more comfort on

Total Assets 5648 8298 10,379 12,176 13,741 the company’s ability to

Ratios (%) generate shareholder

return.

ROCE 20.1 183 21.3 21.5 22.2

ROIC 209 15.8 20.7 23.1 233

ROE 20.1 14.7 235 21.1 21.1

Per share Ratios (Rs)

Fully diluted EPS 5.1 43 8.0 9.7 1.7

Solvency Ratio (x)

Debt-equity 0.6 1.1 0.6 0.6 0.5

Interest coverage ratio 55 4.6 8.0 10.4 121

Valuation parameters (x)

P/E (Fully Diluted) 25.7 30.2 16.3 13.4 1.1

P/BV 4.7 4.2 3.1 2.6 2.1

EV/EBITDA 15.6 13.3 10.0 7.8 6.3

EV/Sales 1.7 1.6 1.0 0.8 0.6

Source: Company, Centrum Research Estimates
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Investment Argument

Transformed from a EPC player to an Integrated Road Sector Player
with a current portfolio of 9 Projects (2,403 lane km worth Rs51bn)

SEL started as an EPC player involved in irrigation, mining and roads (it executed road projects for
L&T). It forayed into road projects by initially executing EPC contracts for projects, getting hands-on
experience on the segments dynamics and moved on to acquire minority stakes in projects. For
example, it has 20% stake in Mumbai-Nashik project (80% is owned by Gammon Infrastructure).
However, SEL ensured that it gets the major chunk of EPC work in these projects (it executed 80% of
the EPC work in the Mumbai-Nashik project). With that in the background, SEL has transformed itself
in to an integrated road sector player with a portfolio of 9 road BOT projects. The company has
reasonable capabilities in terms of technical qualification with central (NHAI) and state road
development corporations. SEL is also diversifying its road portfolio from western India to other
areas such as Andhra Pradesh, Karnataka, and Haryana.

Exhibit 133: SEL’s Road Projects Portfolio

Project Name Code BOT Client Size (in
Type km for N . Project . Adv Project
roads) Equity Other equity partners CA Signed Conc. FC Date coD Op. Project Right Cost Status
% (% share) (yrs) . End Date
Period s (Rsmn)

Mabharashtra Border Check MBCPNL  Toll MSRDC 22 90.0% SreiInfra Finance (10%) 30-Mar-09 24.5 03-Feb-10 3-Sep-11 230 31-Oct-35 Yes 14,264 12 check post possession in hand. 8

Post Check expected to be operational by

posts March'12

Ahmedabad Ring Road ARRIL Toll  AUDA 76 80.0% Patel Infra (20%) (not ~ 7-Sep-06 20 28-Dec-06 1-Jan-07 18.5 31-Dec-26 Yes 5,008 .

Operational

Infrastructure related to Patel Engg)

Aurangabad-Jalna T-way AJTL Toll  GOM 66 51.0% PBA Infra (49%) 20-Dec-06 235 14-Dec-07 1-Aug-09 21.0 31-Jul-30  Yes 2,770 Operational

Nagpur Seoni E-way NSEL ~ Annuity NHAI 56 51.0% SREI Infra (49%) 30-May-07 20  22-Nov-07 1-Jun-10 17.5 25-Nov-27 No 4,897 Out of total 56km, revenue has been
recognised for 28Km in the SPV. Partial
complettion achieved on clearance
issues.

Dhule Palasner T-way Ltd DPTL Toll NHAI 89 27.0% HCC(37%),John-Laing 24-Jun-09 18  18-Dec-09 18-Jun-12 155 17-Dec-27  No 14,200 Expect COD by March'12, around 3/4

(36%) months earlier than scheduled COD.

Mumbai-Nashik E-way MNEL Toll NHAI 100 20.0% Gammon Infra 75%, BE 14-Oct-05 20 31-Mar-06 64% 17.0 31-Jan-28 No 7,901 . . Lo

. X . Barring two ROB's, the project is
Billimoria Co 5% Apr'10, comple. NHAT ission to collect
34% Jan'11 ple. s permission to collec
toll is given.

Hyderabad Yadagiri T-way HYTPL  Toll NHAI 36 60.0%  GKCProjects (40%) 24-Feb-10 23  23-Mar-10 24-May-12 213 11-Aug-33  No 4,802 Sub-contracted to GKC. Expect to
complete atleast 6months ahead of
schedule.

Rohtak Panipat T-way RPTPL  Toll NHAI 81 100.0% - 9-Mar-10 25  05-Sep-10 3-Mar-13 225 4-Sep-35  No 12,134 Almost 100% of land is in possession,
expect the construction to ramp-up.

Bijapur Hungund T-way BHTPL  Toll NHAI 97 77.0% Monte Carlo 9-Mar-10 20 01-Sep-10 3-Mar-13 17.5 4-Sep-30  No 12,571 Sub-contracted to KNR. Expect to be

Construction (23%) operational atleast 6months ahead of
schedule. Completed 52% of total
work.

Total 600.7 21.56 78,547

Sadhav's Share 3444 57.3% 50,863

Source: Company, Centrum Research

Exhibit 134: SEL - Key Events and Impact on Share price
180 7 Rs4bn Infusion
from Norwest &
160 - XanderinSIL
A
140 A Financial Closure of FC-Dhule
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from51%in MH Hyderabad-Yadgiri &
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Source: NSE (for stock Price), BSE (for notification), Centrum Research
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Adequately funded for existing projects under portfolio and up to
Rs50bn worth of new projects

SEL’s equity requirement in completion of the existing projects is almost nil as the funding of
Rs4bn from Private Equity funds, Norwest Venture Partners (NWP) and Xander takes care of
the company’s share of equity in the existing projects. Also, for new projects up to Rs50bn
(assuming equity requirement of Rs15bn), we believe the funding requirement can be
arranged from internal accruals. The company has achieved financial closure for all the
projects under the portfolio.

Exhibit 135: Funding Pattern of BOT Projects

Project Name

Adv Project Sadbhav Sub-Debt Eqinfusion Additional Sadbhav's Sadbhav's Cost of Shedule for
" It Total Equity ) from Debt O/SDebt  Grant already Equity Res Share in Sub- Share in Sub- Repayment
Code Right Cost N Equity . N . debt (%)
s (Rsmn) ('miln) Cmin) Prom. (min) (Rsmn) (‘'min) done (‘min) (Rsmn) debt (%) debt (Rsmn) Q2FY11 of Debt
(‘min) Q2FY11 Q2FY11 Q2FY11 Q2FY11 Q2FY11
Maharashtra Border Check MBCPNL  Yes 14,264 2,853 2,567 0o 1141 2,620 856 1,712 90% - 113%  FY15-FY27
Post
Ahmedabad Ring Road ARRIL Yes 5,008 521 417 0 4,050 4,021 360 47 - 80% - 10.0%  FY10-FY24
Infrastructure
Aurangabad-Jalna T-way AJTL Yes 2,770 548 279 282 1,940 1,818 279 - 51% 144 103%  FY12-FY24
Nagpur Seoni E-way NSEL No 4,897 578 295 498 3,821 1,711 295 - 51% 254 89%  FY11-FY18
Dhule Palasner T-way Ltd DPTL No 14,200 710 192 2,840 10,650 N.A 67 125 27% 767 11.0%  FY13-FY25
Mumbai-Nashik E-way MNEL No 7,901 891 178 0 6,500 NA 510 178 - 20% - 9.5%  FY11-FY21
Hyderabad Yadagiri T-way HYTPL No 4,802 1,000 600 0 3,802 351 180 420 60% - 105%  FY14-FY25
Rohtak Panipat T-way RPTPL No 12,134 2,427 2,427 0 9,707 0 0 607 1,820 100% - 105%  FY16-FY27
Bijapur Hungund T-way BHTPL No 12,571 1,370 1,055 0 8,465 0 2736 675 380 77% - 10.5%  FY14-FY22
Total 78,547 10,897 8,010 3,620 60,346 10,522 3,606 3,554 4,456 1,165
Sadhav's Share 50,863 8,010 -

Source: Company, Centrum Research

Exhibit 136: Funding requirement analysis

Particulars Amt (Rsmn)  Amt (Rsmn)
Total Equity required for all BOT projects 8,010
Already Invested till FY10 3,554
Balance amt to invest 4,456
Sources of Funds

Private equity fund infusion 4,000
SIPL - Internal Accruala 1,400
- MH Border Check Post project 550

- Interest Income on various L&A 400

- Financial closure arrangement fees 450

SEL Option to invest further in SIPL 2,000
Funds arranged (term loan 7yrs) 1,800
Total Funds available 9,200
Application of funds in FY11TD 2,820
Amount with the company post equity requirement of existing projects 3,750
Amount of further wins SIPL can accommodate (ex-parent company contribution) 15,000

Source: Company, Centrum Research
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Order-book’s client mix diversified, to drive EPC revenue at 28%
CAGRover FY11-13E

SEL’s strong presence in roads sector and with the momentum of awarding projects expected
to gain momentum, coupled with its increasing presence in mining segment (as an operator),
would ensures strong revenue visibility for its EPC business. Its current order-book stands at
Rs70bn (internal projects contributes half of the total). Apart from internal road projects, SEL
also bids for third-party road EPC projects and in FY11 has bagged the sole EPC project
awarded by NHAI worth Rs14bn. We expect EPC segment to generate revenue CAGR of 28%
b/wFY11-13.

Exhibit 137: Order-book Trend Exhibit 138: Order-book Mix
90,000 - 100% - B 5 B
10.0% | 95% ; Y
80,000 6366 90% - 0% 1650 R
X 134
70000 10026 54 80% 4 15.9% o
60,000 6447 5910 : 9m3 N 70% :
50,000 60% 7
50% -
40,000
40% -
30,000 30% |
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- 0% -
FY07 FY08 FY09 FY10  1QFY11 2QFY11 3QFY11 4QFY11 FY07 FY08 FY09 FY10  1QFY11 2QFY11 3QFY11 4QFY11
M Roads ' Mining  Irrigation M Roads Il Mining I Irrigation
Source: Company, Centrum Research Estimates Source: Company, Centrum Research Estimates
Exhibit 139: Book-to-bill comfortable Exhibit 140: OB Mix superior Exhibit 141: Region mix too
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3 22%
5]
1
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0 7,784
FYo7 FY08 FY09 FY10 FY11E FY12E FY13E 10%
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Source: Company, Centrum Research Estimates Source: Company, Centrum Research Estimates Source: Company, Centrum Research Estimates
Exhibit 142: Revenue Trend Exhibit 143: EBITDA Trend
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Source: Company, Centrum Research Estimates Source: Company, Centrum Research Estimates
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EPC Segment’s Return profile better than Peers

Historically, SEL's ROE and ROIC have been better than other construction companies like IVRCL
Infra, Nagarjuna Constructions and HCC. This is due to the company’s robust internal resource
management reflected in better working-capital turnover at 2.5x for FY11 and we expect it to be
2.8x & 3.2x for FY12 & FY13. We believe, the company is improving on this parameter and hence
ROE of 20%+ would be maintained.

Exhibit 144: SEL's ROE and ROCE profile
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Source: Company, Centrum Research Estimates
Exhibit 145: Company Level - EBITDA Margins Exhibit 146: Segment-wise EBITDA Margins
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Source: Company, Centrum Research Source: Company, Centrum Research
Mining Business - Meaningful Traction Awaited

SEL acts as mining developer and operator. Its current order-book in the segment stands at Rs9bn as
on Q4FY11 (execution period of 3 years). Its clientele include Western Coalfields, Northern
Coalfields, Mahanadi Coalfields, etc. Competitors are AMR Constructions, Sainik Mining & Allied
Services, Nagarjuna Construction Co., L&T, etc. This segment generates EBIDTA margins in the range
of 17-18% with little competitive advantage other than first-mover advantage. Though the
opportunity in this segment is large, we believe going forward, the business will see serious
competition given low entry-barriers.

Though the segment’s contribution is less at 11% for FY11 than a quarter, the company
believes it has the potential to contribute around 35%-40% of total revenue 2/3 years down
the line from FY14 onwards. We would like to wait till a proper environment shapes up
(current order-book of Rs9bn executable over 3 years).

Sadbhav Engineering
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Valuation

We have valued SEL on SOTP basis. We value the core construction (standalone) business of
construction by P/E and its road projects SPVs by DCF method. We arrive at a consolidated
value of Rs169 (upside of 28% from the current market price of Rs132). As per our workings,
within the road portfolio, “Maharashtra Border Check Post” and Rohtak-Panipat project gives
us the highest share in total value of 24%. Any negative event on this project would affect our
rating on the company. We believe, based on our analysis, SADE presents a good opportunity
to play in the roads sector along with robust capital management as far as capital investment
in BOT projects is concerned.

Exhibit 147: SEL Valuation

Particulars Method Used EPS SIPSIf ?:23 s's,l\';%oz; Stake U}f/:; Value Mult||::(e) Disco:lgr::;s V;Lt:_e/ % Share
Core Construction Business 94 55
P/E Method 8X P/E to FY13 EPS 12 100 14,040 8.0 NA 94 55
BOT Projects in Sadbhav Infra DCF NA 77.8 19,479 8.2 25 76 45
MBCPNL DCF NA 77.8 90.0 70.0 5,391 24.4 25 21 12
ARRIL DCF NA 77.8 80.0 62.2 2,174 5.2 25 8 5
AJTL DCF NA 77.8 51.0 39.7 369 1.3 25 1 1
NSEL DCF NA 77.8 51.0 39.7 76 0.3 25 0 0
DPTL DCF NA 77.8 27.0 21.0 596 2.1 25 2 1
MNEL DCF NA 77.8 200 15.6 962 9.2 25 4 2
HYTPL DCF NA 77.8 60.0 46.7 1,412 5.1 25 5 3
RPTPL DCF NA 77.8 1000 778 5219 18.7 25 20 12
BHTPL DCF NA 778 1000 778 3,280 11.7 25 13 8
Target Price 169 100
Current Market Price 132

Upside/Downside 28

Source: Company, Centrum Research Estimates

Key Risks

O Lower-than-estimated operating margins (we model 10.3% for FY12E). This can due to to its
highest contributor road segment.

O Higher-than-expected working capital investment, going forward. Though working capital
would be controlled on account of its substantial internal order presence, the external orders
which contribute around 52% of the order-book could impact the overall financials of the
company.

O Higher-than-estimated reduction in mining business on account of increasing competition,
mining segment contributes higher margin around 18% compared to other irrigation of 8% and
road segment of 11%.

O Lack of orders in the road segment would warrants strong order-intake from other sector.
Though, irrigation is a segment contributes just 10-15% of total OB, it gives diversification
advantage to the company. Mining, though a huge opportunity segment entails high
competition on its low entry barrier nature of the segment.
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Financial Analysis

SEL’s revenue grew at a rapid pace of 49% CAGR over FY05-11 whereas EBITDA and PAT grew
at 44% and 58% CAGR, respectively, over the same period. This was on account of its
increasing exposure to road segment from its earlier strong hold of lower margin irrigation
segment. Over and above that, the Cash Flow from Operations of the company has been
reasonable which enabled the company to generate average ROE’s of 20% between FY07-11
even after considering the investments and loans & advances to its road SPV’s. We would like
to note that the margins that the company generates is very much comparable to
construction peers which are in the range of 10%-12% and despite of this the return profile of
the company is stronger than peers.

Exhibit 148: Revenue Trend (Rsmn) Exhibit 149: Profitability Trend
(Rsmn) (YoY) (Rsmn)
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[ Revenue Rsmn (LHS) =====Revenue Growth YoY (RHS) [ EBITDA Rsmn (LHS) ====EBITDA Margins (RHS)
Source: Company, Centrum Research Estimates Source: Company, Centrum Research Estimates
We expect 28% revenue CAGR over FY11-13E on account of the company’s substantial presence in
the road segment (current order-book in road segment of Rs51bn expected to reach to Rs95bn by
FY13). Though the mining business also presents huge opportunity, we believe revenue growth
would only happen from FY13 onwards and would wait for meaningful orders to the order-book.
On profitability, we expect margins would see decline by 50bp during FY11-13E on account of
increasing competitive intensity in mining segment and also the proportion of road sector is
expected to contribute more going forward. We have factored in marginally declining margins for
roads and mining whereas increasing levels for irrigation. We factor overall EBITDA margin of 10.3%
in FY12E and 9.7% in FY13E vs from 11.9% & 10.2% in FY10 & FY11.
Working capital of the company would be inline with the revenue growth. Rather, we believe with
the arm’s length transaction happening after the PE infusion in SIPL, there would be reduction in the
working capital requirement with loans and advances of Rs3bn given to SIPL SPV's would be
returned back.
Exhibit 150: Working Capital turnover getting better Exhibit 151: Cash Flow overview
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I Working capital adjustment WC Turnover (4,000) -
FYO7 FYO8 FY09 FY10 FY11E FY12E FY13E
M CFO ™ CFI W CFF
Source: Company, Centrum Research Estimates Source: Company, Centrum Research Estimates
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Important Project’s Overview
Maharashtra Border Check Post

Project Brief - Involves modernization & computerization of integrated border check post at 22
locations in Maharashtra on BOT basis. Project is expected to streamline & integrate the operations
of multiple state govt. depts. such as RTO & Sales Tax at 22 commercially active entry points of
Maharashtra from the states of Gujarat(4), MP(7), Chattisgarh(1), AP(4), Karnataka(5) & Goa(1). Out of
the 22, 11 are situated on National Highway’s & the rest on State Highways. Concession period -
24.5yrs, including 18mnths construction period.

Project Scope & Cost - Check post classified as Major(3), Big(3), Medium(7) & Small(9) as per traffic
volume. Scope includes road works, electrical & electronic equip., computer h/w, networking s/w,
support infrastructure & miscellaneous. Required to construct 15, 13, 10 & 7 lanes on both sides for
Major, Big, Medium & Small check posts respectively.

EPC costs at 11.3bln includes construction contract for = 8.34bln (includes Road works * 5.74bln,
building construction * 2.6bln) & IT, allied services, electrification work contract for * 2.99blin. Entered
into fixed price EPC contract with SEL. Entered into contract with SIPL for IT, allied services &
electrification work contract

Current Status - Land at 11 check posts has been handed over which includes land for 3 Major, 2
Big, 3 Medium & 3 Small. All 11 sites has been mobilized by SEL & work related to leveling, earthwork
is on SIPL has entered into fixed price contract of Rs500mlIn with Wipro Ltd for 10yrs towards design,
supply, installation, maintenance & electrification.

Revenue streams - Toll collection at 22 check posts. Revenue from parking, advertisement & rental
from commercial outlets.

Project Economics - Top 8 posts contribute 72% of the traffic & 74% of the revenue. Major check
posts contribute 42% of the traffic (Talasari NH8-18%, Navapur NH6-14%, Hadarkhed NH3-10%) Big
check posts contribute 20% of the traffic (Kagal NH4-8%, Umarga NH9-5%, Deori NH6-7%)

Key Risks - Challenges include coordinating activities from different streams (civil, electrical works,
networking & programming activity). Post completion - traffic risks and management of human
capital.

Exhibit 152: Map of Maharashtra Border Check Post
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Rohtak Panipat Tollway

CENTRUM

Project Scope & Cost - Expansion of 2-lane into 4-lane on 81kms stretch between Rohtak & Panipat,
part of NH71A. Project cost estimated at Rs14bn. Revenue share of Rs450mlIn and hike of of 5% p.a.

25yr concession. COD - Mar'13.

Project Economics - NH71A connects Rohtak on NH71A to Panipat on NH1. NH1 connects Delhi to
Amritsar (Delhi-Panipat-Ambala-Ludhiana-Jalandar-Amritsar). NH71A to act as Delhi bypass for
traffic originating from South-West of Delhi. Less dependence on commercial traffic (contributes

only 46% of the projected traffic).
Bijapur Hungund Tollway

Project Scope & Cost - Involves implementation of 2-lane to 4-lane expansion on DBFOT basis
under a 20 year concession. COD - Mar'13. The lane is a 97.2kms stretch between Bijapur &
Hungund and is part of NH13. SEL holds 77% while MonteCarlo Construction holds 23% in the SPV.

Project Economics - NH13 connects Solapur & Mangalore (Solapur-Bijapur-Hungund-Chitraduraga-
Shimoga-Mangalore). Project corridor consists primarily of agriculture, mining activities from red
granite quaries in Hungund & iron ore deposits in Hospet-Bellary-Sandhur mining belt. Commercial
vehicles account for 75% of the projected traffic.

Exhibit 153: Map of some of the border check post in Maharashtra State
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Financials (Standalone)

Exhibit 154: Income statement Exhibit 156: Cash flow

Y/E March (Rsmn) FY09 FY10 FY11E FY12E FY13E  Y/E March (Rsmn) FY09 FY10 FY11E FY12E FY13E
Revenues 10,693 12,699 22,092 28,320 35,995 CF from operating
Growth in revenue 194 18.8 74.0 28.2 27.1  Profit before tax 633 538 1,757 2,205 2,659
Cost of Raw Material 2,741 2,107 3,795 5,636 7,164  Depreciation 157 233 269 490 623
% of Revenue 25.6 16.6 17.2 19.9 19.9  Interest expenses 128 238 284 280 289
Employee cost 6,253 8,429 15,182 18,590 23,842  OP profit before WC change 1,128 1,441 3,650 2,976 3,571
% of Sales 585 66.4 68.7 65.6 66.2  Working capital adjustment (464) (184) 336 (925) (614)
O&M expenses 525.0 657.3 856.7 11754 1,493.9  Gross cash from operations 664 1,257 3,987 2,051 2,957
% of Sales 4.9 52 3.9 4.2 4.2  Direct taxes paid (235) (393) (596) (750) (904)
EBITDA 1,174 1,506 2,258 2,919 3,496 Cash from operations 430 863 3,391 1,301 2,053
EBITDA Margin (%) 11.0 11.9 10.2 103 9.7  CFfrom investing
Depreciation 157 233 269 490 623  Capex (278) (770) (465) (900) (1,100)
PBIT 1,018 1,274 1,989 2,428 2,873 Investment (252) (345) - - -
Interst expenses 198 327 284 280 289  Others (231) (1,152) (1,823) - -
PBIT from operations 819 947 1,705 2,148 2,584 Cash from investment (760) (2,267) (2,288) (900) (1,100)
Other non operating income 10 33 52 57 75  CFfrom financing
PBT before ext.od items 829 980 1,757 2,205 2,659  Proceeds from sh cap & prem. - - - - -
Extra-ordinary income/ (exp) - - - - - Borrowings/ (Repayments) 608 2,128 (282) 500 -
PBT 829 9280 1,757 2,205 2,659 Interest paid (214) (325) (284) (280) (289)
Provision for tax 192 328 596 750 904  Dividend paid (58) (58) (130) (158) (191)
Effective tax rate (%) 232 335 339 34.0 340 Others - - 0 - -
Minority interest - - - - - Cash from financing 335 1,744 (695) 61 (479)
PAT 637 652 1,162 1,455 1,755 Net cash increase/ (dec) 5 341 407 462 473
Adjustment for Ext.Od items @ (113) 34 - " Source: Company, Centrum Research estimates
Adjusted PAT 633 538 1,196 1,455 1,755
Growth in PAT (%) 209 (149 1221 217 206 Exhibit157: Key Ratios
PAT margin (%) 59 4.2 54 5.1 49  Y/E March FY09 FY10 FY11E FY12E FY13E
Source: Company, Centrum Research Estimates Margin Ratios (%)
EBITDA Margin 11.0 11.9 10.2 10.3 9.7
Exhibit 155: Balance sheet PBIT Margin 9.5 10.0 9.0 86 8.0
Y/E March (Rsmn) FY0o  FY10  FYUIE  FY12E  Fy13g 0! Margin 78 77 80 78 74
PAT Margin 59 4.2 54 5.1 4.9
Share Capital 125 125 150 150 150 Growth Ratios (%)
Stock Options - - - - - Revenues 19.4 18.8 74.0 28.2 27.1
Reserves 3,310 3,790 6,108 7,405 8,969  EBITDA 20.8 28.3 49.9 29.3 19.8
Shareholders' fund 3,435 3,915 6,257 7,555 9,119  NetProfit 20.9 (14.9) 122.1 21.7 20.6
Debt 2111 4242 3961 4,461 4461  Retum Ratios (%)
Deferred Tax Liability 110 141 161 161 161 ROCE 20.1 183 21.3 215 222
ROIC 20.9 15.8 20.7 23.1 23.3
Minority Interest ROE 20.1 14.7 235 211 211
Total Capital Employed 5,656 8,298 10,379 12,176 13,741 Turmover Ratios
Gross Block 2,606 3,322 3,787 4,687 5,787  Asset turnover ratio (x) 7.1 6.9 10.0 11.3 12.2
Accumulated dep. 1,061 1,221 1,490 1,980 2,603  Working Capital Turnover (x) 2.1 19 2.5 2.8 3.2
Net Block 1,545 2,101 2,298 2,707 3,184 Avg collection period (days) 95.0 126.7 144.1 1224 135.0
Capital WIP B _ B _ _ Avg payment period (days) 99.4 172.0 152.2 154.1 155.7
Total Fixed Assets 1545 2,01 2208 2,707 3284 ershare(Rs)
Investments 1,246 1,441 3,264 3,264 3,264 Fully diluted EPS >! 3 89 > "7
CEPS 6.3 6.2 9.8 13.0 15.9
Deferred Tax Asset - - - - * Book Value 275 313 418 504 608
Inventories 276 540 692 986 1,274 solvency ratios (x)
Debtors 2,782 4,408 6,869 9,494 13,311 Debt/ Equity 0.6 1.1 0.6 0.6 0.5
Cash & bank balances 100 448 846 1,308 1,782  Interest coverage ratio 55 4.6 8.0 104 121
Loans and Advances 2,359 4,667 5,861 6,302 5923 Valuation parameters (x)
Other Current Assets 5 28 73 94 121 P/E 261 307 166 136 13
Total current assets 5522 10,092 14,341 18,184 22,411 P/Bv 48 42 32 26 22
EV/ EBITDA 15.8 13.5 10.1 7.9 6.4
Current lia & provisions 2,666 5336 9,524 11,979 15,119 EV/ Sales 17 16 10 0.8 06
Net current assets 2,856 4,756 4,817 6,205 7,292 \Cap/ Sales 15 13 0.9 0.7 0.6
Misc. Expenditure 8 ) ) ) " Source: Company, Centrum Research estimates
Total Assets 5,656 8,298 10,379 12,176 13,741

Source: Company, Centrum Research estimates
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Appendix

Disclaimer

Centrum Broking Pvt. Ltd.(“Centrum”) is a full-service, Stock Broking Company and a member of The Stock Exchange, Mumbai (BSE) and National Stock Exchange of India Ltd. (NSE). Our
holding company, Centrum Capital Ltd, is an investment banker and an underwriter of securities. As a group Centrum has Investment Banking, Advisory and other business relationships
with a significant percentage of the companies covered by our Research Group. Our research professionals provide important inputs into the Group's Investment Banking and other
business selection processes.

Recipients of this report should assume that our Group is seeking or may seek or will seek Investment Banking, advisory, project finance or other businesses and may receive commission,
brokerage, fees or other compensation from the company or companies that are the subject of this material/report. Our Company and Group companies and their officers, directors and
employees, including the analysts and others involved in the preparation or issuance of this material and their dependants, may on the date of this report or from, time to time have
"long" or "short" positions in, act as principal in, and buy or sell the securities or derivatives thereof of companies mentioned herein. Centrum or its affiliates may be owning 1% or more in
the equity of this company Our sales people, dealers, traders and other professionals may provide oral or written market commentary or trading strategies to our clients that reflect
opinions that are contrary to the opinions expressed herein, and our proprietary trading and investing businesses may make investment decisions that are inconsistent with the
recommendations expressed herein. We may have earlier issued or may issue in future reports on the companies covered herein with recommendations/ information inconsistent or
different those made in this report. In reviewing this document, you should be aware that any or all of the foregoing, among other things, may give rise to or potential conflicts of
interest. We and our Group may rely on information barriers, such as "Chinese Walls" to control the flow of information contained in one or more areas within us, or other areas, units,
groups or affiliates of Centrum.

This report is for information purposes only and this document/material should not be construed as an offer to sell or the solicitation of an offer to buy, purchase or subscribe to any
securities, and neither this document nor anything contained herein shall form the basis of or be relied upon in connection with any contract or commitment whatsoever. This document
does not solicit any action based on the material contained herein. It is for the general information of the clients of Centrum. Though disseminated to clients simultaneously, not all clients
may receive this report at the same time. Centrum will not treat recipients as clients by virtue of their receiving this report. It does not constitute a personal recommendation or take into
account the particular investment objectives, financial situations, or needs of individual clients. Similarly, this document does not have regard to the specific investment objectives,
financial situation/circumstances and the particular needs of any specific person who may receive this document. The securities discussed in this report may not be suitable for all
investors. The securities described herein may not be eligible for sale in all jurisdictions or to all categories of investors. The countries in which the companies mentioned in this report are
organized may have restrictions on investments, voting rights or dealings in securities by nationals of other countries. The appropriateness of a particular investment or strategy will
depend on an investor's individual circumstances and objectives. Persons who may receive this document should consider and independently evaluate whether it is suitable for his/
her/their particular circumstances and, if necessary, seek professional/financial advice. Any such person shall be responsible for conducting his/her/their own investigation and analysis of
the information contained or referred to in this document and of evaluating the merits and risks involved in the securities forming the subject matter of this document.

The projections and forecasts described in this report were based upon a number of estimates and assumptions and are inherently subject to significant uncertainties and contingencies.
Projections and forecasts are necessarily speculative in nature, and it can be expected that one or more of the estimates on which the projections and forecasts were based will not
materialize or will vary significantly from actual results, and such variances will likely increase over time. All projections and forecasts described in this report have been prepared solely by
the authors of this report independently of the Company. These projections and forecasts were not prepared with a view toward compliance with published guidelines or generally
accented accounting principles. No independent accountants have expressed an opinion or any other form of assurance on these projections or forecasts. You should not regard the
inclusion of the projections and forecasts described herein as a representation or warranty by or on behalf of the Company, Centrum, the authors of this report or any other person that
these projections or forecasts or their underlying assumptions will be achieved. For these reasons, you should only consider the projections and forecasts described in this report after
carefully evaluating all of the information in this report, including the assumptions underlying such projections and forecasts.

The price and value of the investments referred to in this document/material and the income from them may go down as well as up, and investors may realize losses on any investments.
Past performance is not a guide for future performance. Future returns are not guaranteed and a loss of original capital may occur. Actual results may differ materially from those set forth
in projections. Forward-looking statements are not predictions and may be subject to change without notice. Centrum does not provide tax advice to its clients, and all investors are
strongly advised to consult regarding any potential investment. Centrum and its affiliates accept no liabilities for any loss or damage of any kind arising out of the use of this report.
Foreign currencies denominated securities are subject to fluctuations in exchange rates that could have an adverse effect on the value or price of or income derived from the investment.
In addition, investors in securities such as ADRs, the value of which are influenced by foreign currencies effectively assume currency risk. Certain transactions including those involving
futures, options, and other derivatives as well as non-investment-grade securities give rise to substantial risk and are not suitable for all investors. Please ensure that you have read and
understood the current risk disclosure documents before entering into any derivative transactions.

This report/document has been prepared by Centrum, based upon information available to the public and sources, believed to be reliable. No representation or warranty, express or
implied is made that it is accurate or complete. Centrum has reviewed the report and, in so far as it includes current or historical information, it is believed to be reliable, although its
accuracy and completeness cannot be guaranteed. The opinions expressed in this document/material are subject to change without notice and have no obligation to tell you when
opinions or information in this report change.

This report or recommendations or information contained herein do/does not constitute or purport to constitute investment advice in publicly accessible media and should not be
reproduced, transmitted or published by the recipient. The report is for the use and consumption of the recipient only. This publication may not be distributed to the public used by the
public media without the express written consent of Centrum. This report or any portion hereof may not be printed, sold or distributed without the written consent of Centrum.

This report has not been prepared by Centrum Securities LLC. However, Centrum Securities LLC has reviewed the report and, in so far as it includes current or historical information, it is
believed to be reliable, although its accuracy and completeness cannot be guaranteed.

The distribution of this document in other jurisdictions may be restricted by law, and persons into whose possession this document comes should inform themselves about, and observe,
any such restrictions. Neither Centrum nor its directors, employees, agents or representatives shall be liable for any damages whether direct or indirect, incidental, special or
consequential including lost revenue or lost profits that may arise from or in connection with the use of the information.

This document does not constitute an offer or invitation to subscribe for or purchase or deal in any securities and neither this document nor anything contained herein shall form the
basis of any contract or commitment whatsoever. This document is strictly confidential and is being furnished to you solely for your information, may not be distributed to the press or
other media and may not be reproduced or redistributed to any other person. The distribution of this report in other jurisdictions may be restricted by law and persons into whose
possession this report comes should inform themselves about, and observe any such restrictions. By accepting this report, you agree to be bound by the fore going limitations. No
representation is made that this report is accurate or complete.

The opinions and projections expressed herein are entirely those of the author and are given as part of the normal research activity of Centrum Broking and are given as of this date and
are subject to change without notice. Any opinion estimate or projection herein constitutes a view as of the date of this report and there can be no assurance that future results or events
will be consistent with any such opinions, estimate or projection.

This document has not been prepared by or in conjunction with or on behalf of or at the instigation of, or by arrangement with the company or any of its directors or any other person.
Information in this document must not be relied upon as having been authorized or approved by the company or its directors or any other person. Any opinions and projections
contained herein are entirely those of the authors. None of the company or its directors or any other person accepts any liability whatsoever for any loss arising from any use of this
document or its contents or otherwise arising in connection therewith.

Centrum and its affiliates might have managed or co-managed a public offering for the subject company in the preceding twelve months. Centrum and affiliates might have received
compensation from the companies mentioned in the report during the period preceding twelve months from the date of this report for service in respect of public offerings, corporate
finance, debt restructuring, investment banking or other advisory services in a merger/acquisition or some other sort of specific transaction. Centrum and affiliates may expect to
receive compensation from the companies mentioned in the report.

As per the declarations given by him, Mr Manish Kayal, research analyst and the author of this report and/or any of his family members do not serve as an officer, director or any way
connected to the company/companies mentioned in this report. Further, as declared by him, he has not received any compensation from the above companies in the preceding twelve
months. Our entire research professionals are our employees and are paid a salary.

While we would endeavor to update the information herein on a reasonable basis, Centrum, it's associated companies, their directors and employees are under no obligation to update or
keep the information current. Also, there may be regulatory, compliance or other reasons that may prevent Centrum 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 Centrum
policies, in circumstances where Centrum is acting in an advisory capacity to this company, or any certain other circumstances.

Key to Centrum Investment Rankings

Buy: Expected outperform Nifty by>15%, Accumulate: Expected to outperform Nifty by +5 to 15%, Hold: Expected to outperform Nifty by -5% to +5%, Reduce: Expected to underperform
Nifty by 5 to 15%, Sell: Expected to underperform Nifty by>15%
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