RESULT REVIEW

BUY

TP: Rs 245 | A 30% PNC INFRATECH | Infrastructure

Strong quarter, momentum to continue

PNC Infratech’s (PNCL) Q2FY20 core revenue ex-arbitral awards grew 92%
YoY. Core EBITDA margin was in line at 13.8% (+45bps YoY) while core
recurring PAT at Rs 619mn was below our estimate of Rs 688mn due to a higher
tax rate, but was up 76% YoY. The Sep19 order backlog totaled Rs 119bn or 2.8x
TTM revenues (incl. L1 projects). Gross debt declined QoQ to Rs 3.8bn led by

improved recoveries, mobilisation advances and claim proceeds. We trim FY20/

FY21 earnings by 77%/6% and roll to a new Mar'21 TP of Rs 245 (vs. Rs 250). BUY.
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Healthy pace of execution: Core revenue grew 92% YoY to Rs 10.7bn

(Rs 9.5bn est.) as execution proceeded apace on HAM projects and the
Mumbai Nagpur Expressway EPC contract. Favourable arbitration awards of
Rs 1.1bn drove a 110% YoY rise in reported revenue to Rs 11.8bn. An improved
revenue mix aided core EBITDA margin expansion of 45bps YoY to 13.8%
(+845bps YoY to 21.8% incl. arbitral awards). Reported PAT surged 5.9x YoY

to Rs 2.1bn after including the impact of claims and interest on claims.

Leverage at comfortable levels: Led by improved recoveries, receipt of
mobilisation advances and proceeds from claims, PNCL’s gross debt position
improved to Rs 3.8bn vs. Rs 4.5bn as on Jun"19 (net D/E at 0.03x vs. 0.2x).
Management has guided for gross debt of ~Rs Sbn as on Mar’20.

FY20 revenue guidance upgraded: Management has revised its revenue growth
guidance to 50-60% as against ~45% earlier (our estimate at 65%). Guidance
for EBITDA margins stands at 13.5-14%, capex at Rs 1.25bn-1.5bn and order
inflows at Rs 60bn-70bn. Management expects the debtor cycle at 90 days
and working capital at 100 days as on Mar'20.

KEY FINANCIALS (STANDALONE)

Y/E 31 Mar FY18A FY19A FY20E FY21E FY22E
Total revenue (Rs mn) 17,983 30,716 50,593 61,241 63,870
EBITDA (Rs mn) 2,606 4,320 6,956 8,453 8,816
Adj. net profit (Rs mn) 1,604 2,326 3,447 4,389 4,548
Adj. EPS (Rs) 6.3 9.1 13.4 171 17.7
Adj. EPS growth (%) (13.0) 45.0 48.2 27.3 3.6
Adj. ROAE (%) 9.5 1.9 14.6 15.6 14.0
Adj. P/E () 301 20.7 14.0 1.0 10.6
EV/EBITDA (x) 18.9 1.2 7.0 6.4 6.2

Source: Company, BOBCAPS Research

BOB Capital Markets Ltd is a wholly owned subsidiary of Bank of Baroda

Important disclosures, including any required research certifications, are provided at the end of this report.

Ticker/Price PNCL IN/Rs 188
Market cap US$ 671.5mn
Shares o/s 257mn

3M ADV US$ 0.6mn

52wk high/low Rs 219/Rs 126
Promoter/FPI/DIl  56%/6%/21%

Source: NSE
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FIG1- STANDALONE QUARTERLY AND HALF-YEARLY PERFORMANCE
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Q2FY20 Ad. Adi. Adi.
Particulars (Rs mn) (R(z:::::; (Adjusted - Adjustment Q2FY19  Growth  QIFY20  Growth  HIFY20  HIFY19  Growth
core business) YoY (%) QoQ (%) YoY (%)
Revenue 11,802 10,707* 1,095 5586 917 13,218 (19.0) 23925 12,688 88.6
RM cost/contract paid 7,595 7,595 - 3,813 99.2 9,429 (19.4) 17,024 8,815 931
Change in inventories - - - - - - - - - -
Employee benefit 583 583 - 422 381 591 (.3 1174 828 119
expenses
Other expenses 1,051 1,051 - 605 738 1,402 (25.0) 2,453 1,258 95.0
Total Expenses 9,230 9,230 - 4,840 90.7 11,422 (19.2) 20,652 10,901 89.4
EBITDA 2,572 1,477 1,095 746 98.0 1,796 (7.7 3,273 1,787 83.1
EBITDA margin (%) 218 13.8 - 13.4 40bps 136 20bps 137 141 (40bps)
Other income 447 or* 356 61 50.0 135 (325 226 13 99.8
Depreciation 309 309 - 206 499 305 13 614 399 53.9
EBIT 2,710 1,260 1,450 601 109.7 1,626 (22.5) 2,886 1,502 92.2
EBIT margin (%) 23.0 1.8 - 108 100bps 123 (SObps) 121 1.8 230bps
Interest 247 247 - 153 613 179 379 426 260 64.1
PBT 2,463 1,013 1,450 448 126.2 1,447 (30.0) 2,459 1,242 98.0
Tax provision 394 394 - % 3079 445 (1.6) 839 131 539.1
Current tax 414 414 - 94 3423 433 4.4 847 139 51.0
Deferred tax 20) 20 - 3 (7975) 12 nm ©) @ 10.5
Effective tax rate (%) 16.0 389 - 216 1,700bps 308 90bps 341 106 2,350bps
Adjusted PAT 2,069 619 1,450 351 763 1,001 (38.2) 1,620 1,1 459
Exceptional - 1,450 (1,450) - NM - NM 1,450 266 44611
Reported PAT 2,069 2,069 - 351 489.4 1,001 106.6 3,07 1,376 123.1
Adjusted PAT margin (%) 175 5.8 - 6.3 50bps 76 (180bps) 12.8 108 200bps
Adjusted EPS (Rs) 8.1 24 - 1.4 763 39 (38.2) 6.3 43 459

Source: Company, BOBCAPS Research | *Revenue adjusted for claim amount of Rs 1.1bn and other income adjusted for interest on claim at Rs 356mn and both the

line item restated in exceptions

FIG 2 - EXECUTABLE ORDER BACKLOG SHARE OF 83% AS ON SEP’19

(Rs mn) Q2FY18  Q3FYI8  Q4FY18  QIFY19  Q2FY19  Q3FY19  Q4FY19  QIFY20  QIFY20
Order inflow - 36,001 - - - 25200 48985 - 10,620
Order backlog 48,350 79,760 73,180 66,170 61,190 79,650  1,22,100 1,09,500 98,770
Book to bill () 34 55 41 31 25 3.0 40 3.0 24
Order backlog including L1 projects ~ 1,03,011 98,420  1,02,170 1,224,505  1,19,525 137,985 131,450 118,850  1,18,740
Book to bill () 72 6.8 57 58 49 51 43 32 238

Source: Company, BOBCAPS Research

EQUITY RESEARCH

HAM projects: Appointed date (AD) for the final HAM project of
Challakere-Hariyur is expected by Jan’20 (~80% land available; delayed due

to locals” issues - seeking higher compensation). The balance equity

requirement for seven HAM contracts totals Rs 4.3bn, to be invested over

2.5years (Rs1.7bn in H2FY20/Rs 2.2bn in FY21/balance in FY22).
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Gross toll collection: Gross toll collection totaled Rs 2.1bn in Q2FY20
(including annuity projects). Ex-annuity projects, toll collection stood at

Rs 1.6bn, a marginal decline of 0.4% YoY (due to the heavy rains).

Project completion: In FY20, PNCL expects to complete the Varanasi-
Gorakhpur, Dausa-Lalsot, Etah-Kasganj, Nanau-Dadau, Sharda Sahayak
Feeder Canal and Chakeri Airport projects.

Identified bids: Management pegs the NHAI bid pipeline in FY20 at
6,000km (our expectation is 4,000-4,500km) and expects awarding to
pick up from Dec19 (40 EPC & 32 HAM projects). PNC will participate in
30 projects with a mix of 10-12 HAM and the balance EPC.

The company has also submitted bids for select packages of (i) the elevated
metro in Delhi: DMRC package 4 (two projects) worth Rs 20bn in joint
venture - bids expected to open in a month’s time, and (i) the 5.5km, 6-lane
elevated road from Nodia Development Authority worth Rs Sbn. PNCL will
also actively participate in airport EPC, railway (RVNL) and state road projects.

Ghaziabad-Aligarh BOT stake divestment: In May, PNCL entered into a
share purchase agreement (SPA) with Cube Highways for a full stake sale in
the Ghaziabad-Aligarh BOT toll road project (PNCL’s stake at 35%, BRNL at
39% and Galfar at 26%); this was set at an enterprise value of Rs 18.3bn, of
which the outstanding debt component stood at Rs 10.6bn. Concluded at ~1x
P/BV, the deal is expected to fetch cash of over Rs 3bn.

PNCL’s investments of ~Rs 3.2bn in the project are as follows: equity
investment at Rs 680mn, total of warrants and loans & advances at
~Rs1.9bn, and outstanding receivables at Rs ©20mn. According to
management, the deal is likely to be concluded by Dec19 upon receipt of
NOC from NHAI. The company has received approval from all 14 lenders.
The proceeds from monetisation of the asset is expected to come in by

Mar’20.

Divestment proceeds would augment PNCL’s financial resources to fund
present and future projects. We continue to include the value of Rs 6/sh for

Ghaziabad-Aligarh in our estimates pending final conclusion of the deal.

Early completion bonus: On 13 May, PNCL received a provisional completion
certificate for the Aligarh-Moradabad contract executed on EPC mode, with
completion 73 days ahead of schedule. This entitles the company to an early
completion bonus of Rs 141.1mn (at 0.03% of the Rs 6.4bn contract price for
each day of early completion), which is likely to be realised in H2FY20.

3 17 November 2019
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Arbitration award: On 3 Aug 2019, PNCL received a Rs 1.45bn arbitration
award for the NHAI EPC road project of Garh Mukteshwar-Moradabad. The
award was announced on Sep’18, but received in Q2FY20. The company has
booked Rs 1.1bn in revenue and Rs 360mn in other income. The claims and
interest on claims have been adjusted accordingly and restated under
exceptions. As per management, the full tax rate is applicable on interest
income which is to be paid in the coming quarter, while the actual claim

amount is exempt from tax u/s 8OIA.

FY20 guidance: Management has guided for revenue growth of 50-60%
(quarterly revenue run-rate for Mumbai-Nagpur Expressway at Rs 1bn-1.2bn
and for Purvanchal packages Rs 2bn), EBITDA margins in the range of 13.5-
14%, order inflows of Rs 60bn-70bn (equal mix of HAM and EPC projects),
and equity investment of ~Rs 1.7bn in HAM projects (in H2FY20). Tax rate is

guided at ~30%, capex at Rs 1.25bn-Rs 1.5bn, gross debt at ~Rs Sbn,
receivables at 90 days, and working capital at 100 days.

FY21 guidance: Revenue growth is guided at 25-30%, capex at Rs 500mn-
600mn, and equity investment in HAM projects at Rs 2.2bn.

Lucknow ring road (Pkg 1): The company has submitted a performance
guarantee for the project and expects the AD by end of Nov'19.

Monsoon-led revenue loss: According to management, execution on key
projects of Varanasi-Gorakhpur, Chitradurga and contracts in Bihar/
Karnataka was slowed by the heavy monsoons, resulting in revenue loss of

Rs 2.5bn-3bn. The monsoon was also protracted, continuing up to mid-

October.

Tax regime: As on Sep’19, unutilised MAT credit stands at Rs 1.5bn and hence
the company has not shifted to the new tax regime. Management expects to

move to the new tax rate from FY23.

Sep’19 standalone balance sheet highlights: Net worth stood at Rs 24.1bn,
gross debt at Rs 3.8bn, gross block at Rs 10.8bn, cash balance at ~Rs 2.4bn
and mobilisation advances at Rs 6bn-6.5bn (received ~Rs 2bn in Q2 for
Mumba-Nagpur Expressway).

Bank limits: As on Sep’19, PNCL'’s fund/non-fund-based limits stand at
Rs 10bn/Rs 50bn.

Interest cost: Interest costs were high during the quarter due to the rise in
interest-bearing mobilisation advances, increase in term loans and higher
bank guarantee charges. Going forward, the run-rate for finance cost would

remain similar.
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FIG 3 - PENDING EQUITY COMMITMENT OF ~RS 4.3BN IN 7 HAM PROJECTS TO BE INVESTED OVER ~2.5 YEARS*

Leneth EPC Equity  Debt Appointed Construction Concession
Projects (Rs mn) e(nkg ) Lane BPC TPC . Debt  Equity upto upto FCdate p::pom € period period
m cos Sep-19  Sep-19 ate (years) (years)
Dausa-Lalsot, 83 4 880 8200 7120 3710 660 650 2,610 03-Apr-17 31-May-17 255 17.5
Rajasthan
Chitradurga-
Davanagere, 73 6 14340 13380 12500 6,060 1,070 550 3,080 12-Dec-17  27-Dec-17 25 17.5
Karmataka
Jhansi-Khajuraho 77 4 14000 13420 12182 6,040 1280 740 2,850 O1-Nov-17 18-May-18 2.0 17.0
(Pkg D, UP & MP
Jhansi-Khajuraho
85 4 13100 12620 7318 5900 1040 580 3,090 02-Nov-17 13-Feb-18 2.0 17.0
(Pkg II), UP & MP
Egake”'A”ahabad’ 45 6 21,590 20180 18,660 8730 1920 770 260  20-Sep-18  12-Jan-19 25 175
Algarh-Kanpur 43 4 mM970 M040 10330 5000 1250 660 05-Nov-18  29-Jan-19 25 17.0
(Pkg D UP
Challak Hari Pending;
crerererTanyen 56 4 M50 10130 9350 4,400 1,100 80 07-Dec-18 likely by 2.0 17.0
Karnataka
Jan20
Total 95480 88970 81461 39,840 8320 4,030 1,890

Source: Company, BOBCAPS Research | *100% stake held | Note: BPC - Bid Project Cost; FC - Financial Closure; TPC - Total Project Cost; EPC - Engineering

Procurement & Construction

FIG 4 - OPERATIONAL ASSETS

‘ Length Project PNC share of Ol/s Debt Concession
Project stretch (Rs mn) Type Authority Equity invested equity  Grant Debt ason COD period
(km) cost )
+ Sub-debt Sep'19 (years)
Raibareilly-Jaunpur, UP 166 Annuity  NHAI 8,364 1,396 1,396 - 6,978 5,770  Feb-16 17
Bareilly-Almora, UP 54 Toll UPSHA 6,045 746 746 700 4,600 4250  Oct-15 25
Ghaziabad-Aligarh, UP* 125 Toll NHAI 20,190 1,940 1,860 3110 15,140 9,470 Jul-15 24
Kanpur-Ayodhya, UP 217 OMT NHAI - 1 1 - - - Aug-13 9
Kanpur-Kabrai, UP 123 Toll NHAI 4,585 675 675 1230 2,680 1,760 May-15 12
Gwalior-Bhind, UP 108  Toll MPRDC 3,403 783 783 270 2,350 1,800  Mar-13 14
'Szlr:i'a Industrial area, 33 Mix DSIIDC 1750 350 350 - 1,400 740  Oct-13 15
Total 44,337 5,891 5,811 5,310 33,148 2,3790

Source: Company, BOBCAPS Research | *Signed share purchase agreement for sale of 35% stake with Cube Highways and Infrastructure Pte. Ltd. on May 04,

2019 I Note: COD - Commercial Operation Date

FIG5 - GROSS TOLL COLLECTION TREND

Projects (Rs mn) Q2FY18 Q3FY18 Q4FY18 QIFY19 Q2FY19 Q3FY19 Q4FY19 QIFY20 Q2FY20
Raibareilly Jaunpur 322 322 322 322 322 322 321 321 322
Bareilly Almora 100 110 105 105 90 99 95 99 90
Ghaziabad Aligarh 440 510 510 524 504 540 530 550 505
Kanpur Ayodhya 660 810 774 860 780 963 998 1,024 827
Kanpur Kabrai 173 210 299 290 170 250 239 243 105
Gwalior Bhind 16 172 173 1S 95 128 143 131 105
Narela Industrial area 95 108 97 98 100 100 105 14 105
Total 1,906 2,242 2,279 2,314 2,061 2,402 2,431 2,482 2,059
Like-to-Like (ex Raibareilly 1,489 1,812 1,861 1,895 1,639 1,980 2,005 2,047 1,633
Jaunpur and Narela)

% growth YoY 18.9 7.7) 12.5 18.1 10.1 9.3 7.7 8.0 0.4)
% growth YoY (toll projects)

Bareilly Almora 13.6 m.4 4.0 4.8) (10.0) (10.0) (9.5) 5.7 0.4
Ghaziabad Aligarh 333 (5.2) (3.4) 9.7 14.5 59 3.9 4.9 0.2
Kanpur Ayodhya 17.5 (6.8) 221 282 18.2 18.9 29.0 19.0 6.0
Kanpur Kabrai 259 (28.7) 30.0 51.8 a7 19.0 (201 (6.1 (38.2)
Gwalior Bhind (13.8) 24.6 7.5 (251 a8.1m (25.6) (17.4) 14.2 10.6
Source: Company, BOBCAPS Research

EQUITY RESEARCH 5 17 November 2019
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PNCL, with its strong execution record and lean balance sheet, is well placed to
benefit from the growth opportunities offered by India’s roads sector. ADs for all
the company’s third-party EPC projects and for six of its seven HAM projects
have come through, which should support strong growth. Post the Q2FY20
results, we lower FY20/FY21 EPS estimates by 6.6%/5.8% to factor in higher
interest cost and a higher effective tax rate. We now expect a robust 28% revenue

CAGR and 29% PBT CAGR over FY19-FY22 on a standalone basis.

The stock is trading at 10.3x/8.1x FY20E/FY21E standalone earnings, adjusted for
Rs 50/sh of BOT/HAM asset value. We reiterate BUY and roll over to a revised
Mar’21 SOTP-based target price of Rs 245 (from Rs 250).

FIG 6 - REVISED ESTIMATES

FY20E FY21E

(Rs mn)

old New Change (%) (o] New  Change (%)
Revenue 48,199 50,593 5.0 60,855 61,241 0.6
EBITDA 6,636 6,956 48 8,382 8,453 0.8
EBITDA margin (%) 13.8 13.7 (2bps) 13.8 13.8 3bps
Adjusted PAT 3,689 3,447 (6.6) 4,658 4,389 (5.8)
PAT margin (%) 7.7 6.8 (84bps) 77 7.2 (49bps)

Source: Company, BOBCAPS Research

Within our SOTP model, we value (a) the standalone EPC business at Rs 195/sh
based on 11x Mar'22E earnings, (b) the BOT business at Rs 19/sh using the
discount rates of 11-16% for BOT toll/annuity-based projects to arrive at the
Mar’21E NPV of FCFE, and (¢) HAM projects at Rs 31/sh on P/BV basis (implied
P/BV of 1x for equity investment in seven projects as on Mar’21).

FIG7 - MAR’21 SOTP-BASED TARGET PRICE OF RS 245

Business Basis of valuation Value (Rs mn) Multiple (x) Valuation (Rs mn) Per share (Rs)

Standalone business (EPC) P/E on Mar'22E earnings 4,558 " 50,143 195

Value of subsidiaries/associates 50

-BOT (operational assets) NPV of FCFE as on Mar'21E 4,577 - 4,839 19

-7 HAM projects P/Bv - Equity investment as on Mar21E 7,930 1 7,930 31

Total 62,912 245
257

Shares outstanding (mn)

Source: Company, BOBCAPS Research

EQUITY RESEARCH
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FIG 8 - RELATIVE STOCK PERFORMANCE
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Key risks

= Political risk: PNCL has a strong presence in its home state of Uttar Pradesh.
Any slowdown in state government spending may affect the company’s

growth prospects.

= Downturn in road sector capex: Capex in the road sector has witnessed some
revival over the last two years. Any slowdown in project awarding would impact

the company’s growth and our estimates.

= Concentrated order backlog: Close to ~66% of PNCL’s current order
backlog (including L1 positions) is from Uttar Pradesh. Any delay or execution

constraints on these projects will significantly affect our revenue and profit

estimates.

EQUITY RESEARCH 17 November 2019
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FINANCIALS (STANDALONE)

Income Statement

Y/E 31 Mar (Rs mn) FY18A FY19A FY20E FY21E FY22E
Total revenue 17,983 30,716 50,593 61,241 63,870
EBITDA 2,606 4,320 6,956 8,453 8,816
Depreciation 772) (922) 1,261 (1,405) (1,535)
EBIT 1,834 3,398 5,694 7,048 7,282
Net interest income/(expenses) (307) 640 (969) (1,190) (1,204)
Other income/(expenses) 230 304 408 412 420
Exceptional items 0 0 0 0 0
EBT 1,757 3,061 5,133 6,270 6,498
Income taxes 153 735 1,686 1,881 1,949
Extraordinary items 906 923 1,545 0 0
Min. int./Inc. from associates 0 0 0 0 0
Reported net profit 2,510 3,249 4,992 4,389 4,548
Adjustments 0 0 0 0 0
Adjusted net profit 1,604 2,326 3,447 4,389 4,548

Balance Sheet

Y/E 31 Mar (Rs mn) FY18A FY19A FY20E FY21E FY22E
Accounts payables 4,628 4,737 7,624 9,228 9,624
Other current liabilities 0 0 0 0 0
Provisions 176 n7z 277 336 350
Debt funds 1,697 3,747 6,554 7,554 5,054
Other liabilities 1,680 5,734 9,010 10,067 10,499
Equity capital 513 513 513 513 513
Reserves & surplus 17,554 20,639 25,477 29,712 34,106
Shareholders’ fund 18,067 21,152 25,990 30,225 34,619
Total liabilities and equities 26,248 35,487 49,455 57,409 60,146
Cash and cash eq. 1,473 3,094 639 997 1,552
Accounts receivables 7,784 7,308 14,963 18,456 19,248
Inventories 1,758 4,036 5,544 6,711 6,999
Other current assets 0 0 0 0 0
Investments 4,948 5,730 9,146 1,347 1,738
Net fixed assets 4,064 6,155 6,393 5,988 5,704
CWIP m 62 62 62 62
Intangible assets 0 0 0 0 0
Deferred tax assets, net 20 5 13 13 13
Other assets 6,090 9,097 12,693 13,834 14,829
Total assets 26,248 35,487 49,454 57,409 60,146

Source: Company, BOBCAPS Research

EQUITY RESEARCH 8 17 November 2019
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Cash Flows

Y/E 31 Mar (Rs mn) FY18A FY19A FY20E FY21E FY22E
Net income + Depreciation 3,282 4172 6,254 5,794 6,083
Interest expenses 307 641 969 1,190 1,204
Non-cash adjustments (498) (658) 0 0 0
Changes in working capital (560) 690) (6445  (3,080) (1,233)
Other operating cash flows 0 0 0 0 0
Cash flow from operations 2,531 3,465 777 3,904 6,054
Capital expenditures (1,391 (2,964) (1,500) (1,000) (1,250)
Change in investments 272) (782) (3,416) (2,201 (391
Other investing cash flows 0 0 0 0 0
Cash flow from investing (1,663) (3,746) (4,916) (3,201 (1,641)
Equities issued/Others 0 0 0 0 0
Debt raised/repaid 224 2,050 2,807 1,000 (2,500)
Interest expenses (307) 647 (969) (1190) (1,204)
Dividends paid (150) (154) (154) (154) 154)
Other financing cash flows 483 648 0 0 0
Cash flow from financing 250 1,903 1,683 (344) (3,858
Changes in cash and cash eq. 1,118 1,621 (2,455) 358 555
Closing cash and cash eq. 1,473 3,094 639 997 1,552
Per Share

Y/E 31 Mar (Rs) FY18A FY19A FY20E FY21E FY22E
Reported EPS 9.8 127 19.5 171 17.7
Adjusted EPS 6.3 9.1 13.4 171 17.7
Dividend per share 0.5 0.5 0.5 0.5 0.5
Book value per share 70.4 82.4 101.3 17.8 134.9

Valuations Ratios

Y/E 31 Mar (x) FY18A FY19A FY20E FY21E FY22E
EV/Sales 27 1.6 1.0 0.9 09
EV/EBITDA 18.9 1.2 7.0 6.4 6.2
Adjusted P/E 301 20.7 14.0 1.0 10.6
P/BV 2.7 23 1.9 1.6 1.4
DuPont Analysis

Y/E 31 Mar (%) FY18A FY19A FY20E FY21E FY22E
Tax burden (Net profit/PBT) 91.3 76.0 67.2 70.0 70.0
Interest burden (PBT/EBIT) 95.8 901 901 89.0 89.2
EBIT margin (EBIT/Revenue) 10.2 11 1.3 1.5 1.4
Asset turnover (Revenue/Avg TA) n7 99.5 1191 14.6 108.7
Leverage (Avg TA/Avg Equity) 15 16 18 19 18
Adjusted ROAE 9.5 1.9 14.6 15.6 14.0

Source: Company, BOBCAPS Research | Note: TA = Total Assets

EQUITY RESEARCH 9 17 November 2019
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Ratio Analysis

Y/E 31 Mar FY18A FY19A FY20E FY21E FY22E
Yo growth (%)

Revenue 6.5 70.8 64.7 21.0 4.3
EBITDA 17.9 65.8 61.0 215 4.3
Adjusted EPS (13.0) 45.0 48.2 27.3 3.6
Profitability & Return ratios (%)

EBITDA margin 14.5 14.1 13.7 13.8 13.8
EBIT margin 10.2 11 13 1.5 1.4
Adjusted profit margin 8.9 7.6 6.8 7.2 71
Adjusted ROAE 9.5 1.9 14.6 15.6 14.0
ROCE 9.9 15.2 19.8 201 18.8

Working capital days (days)

Receivables 158 91 108 110 10
Inventory 36 48 40 40 40
Payables 94 56 55 55 55
Ratios (x)

Gross asset turnover 27 35 4.6 5.0 4.8
Current ratio 2.6 22 2.0 2.0 21
Net interest coverage ratio 6.0 5.3 59 59 6.0
Adjusted debt/equity 0.0 0.0 0.2 0.2 0.1

Source: Company, BOBCAPS Research

EQUITY RESEARCH 10 17 November 2019
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Disclaimer

Recommendations and Absolute returns (%) over 12 months

BUY - Expected return >+15%
ADD - Expected return from >+5% to +15%
REDUCE - Expected return from -5% to +5%

SELL - Expected return <-5%

Note: Recommendation structure changed with effect from 1January 2018 (Hold rating discontinued and replaced by Add / Reduce)

HISTORICAL RATINGS AND TARGET PRICE: PNC INFRATECH (PNCL IN)

(Rs) ————PNCL stock price 28-May (B)
TP:Rs 235
260 -+ . .
: : ¢ TP:Rs250
200 - N-Apr(B) : :
Jiten Rushi ¢ :
140 4 :
110 T T T T T T T T T T T T T T T T T T T T T T T I: T :I T |: T T T
BB BB BB X 00 0 0 0 0 0 0 0 0 0NN NN
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B - Buy, A - Add, R - Reduce, S - Sell

Rating distribution

As of 31 October 2019, out of 79 rated stocks in the BOB Capital Markets Limited (BOBCAPS) coverage universe, 48 have BUY ratings, 18 are rated ADD, 7 are
rated REDUCE and 6 are rated SELL. None of these companies have been investment banking clients in the last 12 months.

Analyst certification

The research analyst(s) authoring this report hereby certifies that (1) all of the views expressed in this research report accurately reflect his/her personal views about the
subject company or companies and its or their securities, and (2) no part of his/her compensation was, is, or will be, directly or indirectly, related to the specific

recommendation(s) or view(s) in this report. Analysts are not registered as research analysts by FINRA and are not associated persons of BOBCAPS.

General disclaimers

BOBCAPS is engaged in the business of Institutional Stock Broking and Investment Banking. BOBCAPS is a member of the National Stock Exchange of India Limited
and BSE Limited and is also a SEBI-registered Category | Merchant Banker. BOBCAPS is a wholly owned subsidiary of Bank of Baroda which has its various subsidiaries

engaged in the businesses of stock broking, lending, asset management, life insurance, health insurance and wealth management, among others.

BOBCAPSs activities have neither been suspended nor has it defaulted with any stock exchange authority with whom it has been registered in the last five years.
BOBCAPS has not been debarred from doing business by any stock exchange or SEBI or any other authority. No disciplinary action has been taken by any regulatory
authority against BOBCAPS affecting its equity research analysis activities.

BOBCAPS has obtained registration as a Research Entity under SEBI (Research Analysts) Regulations, 2014, having registration No.: INHOO0000040 valid till
03 February 2020. BOBCAPS is also a SEBI-registered intermediary for the broking business having SEBI Single Registration Certificate No.: INZ000159332 dated
20 November 2017.

BOBCAPS prohibits its analysts, persons reporting to analysts, and members of their households from maintaining a financial interest in the securities or derivatives of
any companies that the analysts cover. Additionally, BOBCAPS prohibits its analysts and persons reporting to analysts from serving as an officer, director, or advisory

board member of any companies that the analysts cover.

Our salespeople, traders, and other professionals may provide oral or written market commentary or trading strategies to our clients that reflect opinions contrary to the

opinions expressed herein, and our proprietary trading and investing businesses may make investment decisions that are inconsistent with the recommendations
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expressed herein. In reviewing these materials, you should be aware that any or all of the foregoing, among other things, may give rise to real or potential conflicts of

interest. Additionally, other important information regarding our relationships with the company or companies that are the subject of this material is provided herein.

This material should not be construed as an offer to sell or the solicitation of an offer to buy any security in any jurisdiction where such an offer or solicitation would be
illegal. We are not soliciting any action based on this material. It is for the general information of BOBCAPS's clients. It does not constitute a personal recommendation
or take into account the particular investment objectives, financial situations, or needs of individual clients. Before acting on any advice or recommendation in this

material, clients should consider whether it is suitable for their particular circumstances and, if necessary, seek professional advice.

The price and value of the investments referred to in this 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. BOBCAPS does not
provide tax advice to its clients, and all investors are strongly advised to consult with their tax advisers regarding any potential investment in certain transactions —
including those involving futures, options, and other derivatives as well as non-investment-grade securities —that give rise to substantial risk and are not suitable for all
investors. The material is based on information that we consider reliable, but we do not represent that it is accurate or complete, and it should not be relied on as such.
Opinions expressed are our current opinions as of the date appearing on this material only. We endeavour to update on a reasonable basis the information discussed in

this material, but regulatory, compliance, or other reasons may prevent us from doing so.

We and our affiliates, officers, directors, and employees, including persons involved in the preparation or issuance of this material, may 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 and may from time to time add to or dispose
of any such securities (or investment). We and our affiliates may act as market makers or assume an underwriting commitment in the securities of companies discussed
in this document (or in related investments), may sell them to or buy them from customers on a principal basis, and may also perform or seek to perform investment

banking or advisory services for or relating to these companies and may also be represented in the supervisory board or any other committee of these companies.

For the purpose of calculating whether BOBCAPS and its affiliates hold, beneficially own, or control, including the right to vote for directors, one per cent or more of

the equity shares of the subject company, the holdings of the issuer of the research report is also included.

BOBCAPS and its non-US affiliates may, to the extent permissible under applicable laws, have acted on or used this research to the extent that it relates to non-US
issuers, prior to or immediately following its publication. Foreign currency 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. In addition, options involve risks and are not suitable for all investors. Please ensure that you have read and understood the

Risk disclosure document before entering into any derivative transactions.

In the US, this material is only for Qualified Institutional Buyers as defined under rule 144(a) of the Securities Act, 1933. No part of this document may be distributed

in Canada or used by private customers in the United Kingdom.

No part of this material may be (1) copied, photocopied, or duplicated in any form by any means or (2) redistributed without BOBCAPS’s prior written consent.

Company-specific disclosures under SEBI (Research Analysts) Regulations, 2014
The research analyst(s) or his/her relatives do not have any material conflict of interest at the time of publication of this research report.

BOBCAPS or its research analyst(s) or his/her relatives do not have any financial interest in the subject company. BOBCAPS or its research analyst(s) or his/her
relatives do not have actual/beneficial ownership of one per cent or more securities in the subject company at the end of the month immediately preceding the date of

publication of this report.

The research analyst(s) has not received any compensation from the subject company in the past 12 months. Compensation of the research analyst(s) is not based on

any specific merchant banking, investment banking or brokerage service transactions.

BOBCAPS or its research analyst(s) is not engaged in any market making activities for the subject company.

The research analyst(s) has not served as an officer, director or employee of the subject company.

BOBCAPS or its associates may have material conflict of interest at the time of publication of this research report.

BOBCAPS's associates may have financial interest in the subject company. BOBCAPS's associates may hold actual / beneficial ownership of one per cent or more

securities in the subject company at the end of the month immediately preceding the date of publication of this report.

BOBCAPS or its associates may have managed or co-managed a public offering of securities for the subject company or may have been mandated by the subject

company for any other assignment in the past 12 months.

BOBCAPS may have received compensation from the subject company in the past 12 months. BOBCAPS may from time to time solicit or perform investment banking
services for the subject company. BOBCAPS or its associates may have received compensation from the subject company in the past 12 months for services in respect
of managing or co-managing public offerings, corporate finance, investment banking or merchant banking, brokerage services or other advisory services in a merger or
specific transaction. BOBCAPS or its associates may have received compensation for products or services other than investment banking or merchant banking or

brokerage services from the subject company in the past 12 months.
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