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THREE YEAR OUTLOOK

BUSINESS & EARNINGS

" We remain positive on the company and continue to rate the stock “BUY”
as we expect Company’s strong order backlog to lead to robust EPC revenue
growth with working capital under check and with sufficient cash flow
generation

® With ~Rs. 27bn order book at end 3QFY18 (translates to a strong book-to-
bill of 4.1x on FY18E revenues), we expect company to register a top-line
CAGR of 56% over FY17-FY20E

® EBITDA margin is likely to be maintained at ~13% down from 16.4%
witnessed in FY17 (due to execution of projects without raw materials
component in FY17 which carries higher margin). As a result, expect EBITDA
and PAT CAGR over the same period to come-in at ~44%.

" Work has commenced in Surat Diamond Bourse project (accounts for 57%
of the order book) and is expected to start contributing to the top-line from
4QFY18. We expect ~Rs. 4.5bn of execution from this project in FY19E and
~Rs. 7bn in FY20E. Pace of execution, margins and working capital
requirement for the project are key monitorables

VALUATION MULTIPLES

= We are positive on the company in the long term due to a) Strong
leadership: Mr. Prahaladbhai S. Patel has been in the buildings construction
space for >30 years b) Company’s track record of delivering projects on time
resulting in plethora of repeat order wins from the institutional and
industrial clients c) attractive industrial and institutional opportunities from
Guijarat (enquiries have come-in from Asahi Glass, MRF Tyres, Torrent
Pharma, CEAT Tyres, Ahmedabad University, [IM Ahmedabad, IIT
Hyderabad, Grasim, private Commercial real estate players, Surat Dream
City to name a few) d) very few slow moving orders in the order book and e)
excellent track record in managing its working capital (evident from the
negative working capital position over FY12-FY17)

= We expect company to maintain its low working capital requirement and
continue its strong cash generation profile - Company’s FCF/EBITDA
conversion is expected to be ~50% over FY18-FY22E.

= Sustainability of Order inflows and the growth beyond FY21E are the key
monitorables

VALUATION MULTIPLES

" We revise our estimates to reflect the quarter’s performance and value the
stock attributing 18x P/E on our FY20E EPS to arrive at a TP of Rs. 620/ share
(earlier target price Rs. 640/ share); likely re-rating is contingent upon Surat
Diamond bourse order execution and new order inflows. Maintain “BUY”
with a TP of Rs. 620/ share

FINANCIAL SUMMARY

EBITDA| PAT (Rs. .
668 414 14.4 35.7

® We expect PSP projects to deliver 82% return over a 3-year period assuming
an exit multiple of 18x FY22E EPS to arrive at TP Rs. 992/ share and
cumulative dividends of Rs. 10.0/ share.

KEY ESTIMATES REVISION - Consolidated
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Quarterly Financial Statements

Standalone Financial Results

Rs. mn \ Period 31-Dec-17 31-Dec-16 | YoY Growth 30-Sep-17 | QoQ Growth FY16 FY17 m

Revenue from Operations 1,708 127% 1,396 22% 4,580 4,008 -12%
Cost of raw materials 592 240 146% 617 -4% 1,902 1,301 -32%
Construction & Contracting 728 352 107% 488 49% 2,008 1,677 -16%
expenses

Employee benefit expenses 74 47 57% 67 10% 140 209 50%
Other Expenses 49 20 143% 36 34% 137 161 17%
Total Expenses 1,442 660 119% 1,209 19% 4,187 3,349 -20%
EBITDA 266 94 181% 186 42% 393 659 68%
EBITDA margin (%) 15.5% 12.5% 13.4% 8.6% 16.4%

Otherincome 32 50 -35% 52 -38% 103 132 29%
Depreciation 28 19 43% 23 21% 71 76 7%
Finance expenses 23 22 5% 20 16% 31 75 145%
PBT 247 103 141% 195 26% 394 640 62%
Taxes 95 29 224% 69 38% 143 226 59%
PAT 152 73 107% 127 20% 252 413 64%
EPS (in Rs./Share) 4.2 2.0 107% 35 20% 7.0 11.5 64%
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Financial Summary
Consolidated Financial Statements
Rs. mn FY16 FY17 FY18E FY19E FY20E
Profit & Loss
Revenue 4,760 4,569 7,266 11,803 15,156
Gross profit
EBITDA 349 668 941 1,493 1,987
Depreciation 71 80 107 153 186
EBIT 277 588 834 1,340 1,802
Other Income 103 133 178 193 235
Interest expense 34 81 92 104 135
Exceptional items 0 0 0 0 0
PBT 347 640 920 1,428 1,903
Reported PAT (after minority interest) 221 414 582 932 1,238
Adj PAT 221 414 582 932 1,238
EPS (Rs.) 7.7 14.4 16.2 25.9 34.4
Balance Sheet
Net Worth 643 1,058 3,044 3,868 4,998
Deferred Tax (25) (26) (29) (29) (29)
Total debt 468 771 652 787 887
Other liabilities and provisions 595 738 824 1,277 1,675
Total Networth and liabilities 1,682 2,541 4,491 5,903 7,531
Gross Fixed assets 782 856 1,470 1,899 2,285
Net fixed assets 536 533 1,041 1,317 1,517
Capital work-in-progress 0 0 0 0 0
Goodwill 0 65 65 65 65
Investments 139 174 363 413 463
Cash and bank balances 1,121 1,375 1,836 2,550 3,521
Loans & advances and other assets 407 504 709 927 1,118
Net working capital (521) (110) 477 632 847
Total assets 1,682 2,541 4,491 5,903 7,531
Capital Employed 1,086 1,803 3,668 4,626 5,856
Invested Capital (CE - cash - CWIP) (164) 288 1,682 1,926 2,185
Net debt (653) (603) (1,184) (1,763) (2,634)
Cash Flows
Cash flows from Operations (Pre-tax) 538 210 410 1,768 2,214
Cash flows from Operations (post-tax) 419 65 72 1,271 1,549
Capex (273) (77) (614) (429) (386)
Free cashflows 146 (13) (542) 842 1,163
Free cashflows (post interest costs) 130 (72) (634) 738 1,029
Cash flows from Investing (450) (131) (804) (479) (436)
Cash flows from Financing 46 235 1,193 (78) (143)
Total cash & liquid investments 1,250 1,515 1,986 2,700 3,670
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Financial Summary

Consolidated Financial Statements

FY16 FY17 FY18E FY19E FY20E

Growth ratios

Revenue -4.0% 59.0% 62.4% 28.4%
EBITDA 91.6% 40.9% 58.7% 33.1%
Adj PAT 87.2% 40.6% 60.2% 32.8%
Margin ratios

Gross

EBITDA 7.3% 14.6% 13.0% 12.6% 13.1%
Adj PAT 4.6% 9.1% 8.0% 7.9% 8.2%
Performance ratios

Pre-tax OCF/EBITDA 154.2% 31.4% 43.6% 118.4% 111.4%
OCF/IC (%) -255.5% 22.5% 4.3% 66.0% 70.9%
RoE (%) 34.4% 48.6% 28.4% 27.0% 27.9%
RoCE (%) 13.9% 25.0% 18.1% 20.3% 21.7%
RoCE (Pre-tax) 35.0% 49.9% 37.0% 37.0% 38.9%
RolC (Pre-tax) -169.0% 949.4% 84.7% 74.3% 87.6%
Fixed asset turnover (x) 6.1 5.6 6.2 7.0 7.2
Total asset turnover (x) 2.8 2.2 2.1 2.3 2.3
Financial stability ratios

Net Debt to Equity (x) (1.0) (0.6) (0.4) (0.5) (0.5)
Net Debt to EBITDA (x) (1.9) (0.9) (1.3) (1.2) (1.3)
Interest cover (x) 12.5 0.8 0.8 12.2 11.5
Cash conversion days (40) (9) 24 20 20
Working capital days (54) (30) 10 1 (0)
Valuation metrics

Fully Diluted Shares (mn) 29 29 36 36 36
Market cap (Rs.mn) 18,468

P/E (x) 66.9 35.7 31.7 19.8 149
P/OCF(x) 44.0 285.0 256.1 14.5 11.9
EV (Rs.mn) (ex-CWIP) 17,686 17,724 17,135 16,555 15,684
EV/ EBITDA (x) 50.7 26.5 18.2 11.1 7.9
EV/ OCF(x) 42.2 273.5 237.6 13.0 10.1
FCF Yield 0.8% -0.1% -2.9% 4.6% 6.3%
Price to BV (x) 28.7 17.5 6.1 4.8 3.7
Dividend pay-out (%) 27.2% 17.4% 15.5% 9.7% 7.3%
Dividend yield (%) 0.4% 0.5% 0.5% 0.5% 0.5%
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Crystal Ball Gazing

We forecast the revenue to grow at a CAGR of 37% over FY17-22E, driven by robust project execution. We expect EBITDA margin
to improve from 12.4% in FY18E to 13.1% in FY20E and sustain at that level. Cash flow generation to remain healthy with a
FCF/EBITDA conversion of 50% over FY18-FY22E.

Return metrics to decrease due to low base and Flat Multiple
Revenue to grow at a CAGR of 37% for FY17-21E . . _p .
higher cash in the books. On account of cost + margin nature of business
Consolidated FY16-FY17 FY18-FY22E Consolidated FY16-FY17 FY18-FY22E P/E multiple Price target (Rs./ Share)
Revenues CAGR -4.0% 36.5% RoE (%) 41.5% 27.0% 15.0x 51.2 768
f ROCE (%) 19.5% 20.0%
Gross Margin . 0 : 00 18.0x 51.2 922
EBITDA CAGR 91.6% 33.5% RolC (%) 252.8% 57.9%
i Average 1 yr fwd 20.0x 51.2 1024
EBITDA margin 11.0% 13.0%
PE (x) - -
EPS CAGR 112.2% 29.0%
EV/EBITDA (x) - -
Total Asset Turnover (x) 2.5 2.2 PB (x) ) )
Total WC days (24) 21 Peak 1 yr fwd
Pre-tax OCF/EBITDA (%) 92.8% 100.4% PE (x) _ _
Post Tax OCF as a % of IC -117% 62% EV/EBITDA (x) - -
Debt/EBITDA (1.4) (1.5) PB (x) - -

TOTAL

Entry = Rs. 513 @ 14.9x Cumulative Dividends of EPS CAGR of 29% with an RETURN OF
FY20E P/E Rs. 10/share Exit Multiple of 18x P/E 82%
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Spark Recommendation History
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Absolute Rating Interpretation
Stock expected to provide positive returns of >15% over a 1-year horizon

Stock expected to provide positive returns of >5% —<15% over a 1-year horizon

REDUCE Stock expected to provide returns of <5% —-10% over a 1-year horizon

Stock expected to fall >10% over a 1-year horizon
Symbol Interpretation
<> No Change | ¥ Downgrade | A Upgrade

Disclosure of Interest Statement

Analyst financial interest in the company No
Group/directors ownership of the subject company covered No
Investment banking relationship with the company covered No
Spark Capital’s ownership/any other financial interest in the company covered No
Associates of Spark Capital’s ownership more than 1% in the company covered No
Any other material conflict of interest at the time of publishing the research report No

Receipt of compensation by Spark Capital or its Associate Companies from the subject company covered for in the last twelve months:

No
= Managing/co-managing public offering of securities; Investment banking/merchant banking/brokerage services; Products or services other than those above; In connection with research report
Whether Research Analyst has served as an officer, director or employee of the subject company covered No
Whether the Research Analyst or Research Entity has been engaged in market making activity of the Subject Company; No
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Spark Disclaimer

Spark Capital Advisors (India) Private Limited (Spark Capital) and its affiliates are engaged in investment banking, investment advisory and institutional equities and infrastructure advisory services. Spark Capital is registered
with SEBI as a Stock Broker and Category 1 Merchant Banker.

We hereby declare that our activities were neither suspended nor we have defaulted with any stock exchange authority with whom we are registered in the last five years. We have not been debarred from doing business by any
Stock Exchange/SEBI or any other authorities, nor has our certificate of registration been cancelled by SEBI at any point of time. Spark Capital has a subsidiary Spark Family Office and Investment Advisors (India) Private Limited
which is engaged in the services of providing investment advisory services and is registered with SEBI as Investment Advisor. Spark Capital has also an associate company Spark Infra Advisors (India) Private Limited which is
engaged in providing infrastructure advisory services. Also Spark Capital has an associate Spark Fund Advisors LLP registered with SEBI as Category Il Alternate Investment Fund.

This document does not constitute or form part of any offer or solicitation for the purchase or sale of any financial instrument or as an official confirmation of any transaction. This document is provided for assistance only and is
not intended to be and must not alone be taken as the basis for an investment decision. Nothing in this document should be construed as investment or financial advice, and nothing in this document should be construed as an
advice to buy or sell or solicitation to buy or sell the securities of companies referred to in this document.

Each recipient of this document should make such investigations as it deems necessary to arrive at an independent evaluation of an investment in the securities of companies referred to in this document (including the merits
and risks involved), and should consult its own advisors to determine the merits and risks of such an investment. This document is being supplied to you solely for your information and may not be reproduced, redistributed or
passed on, directly or indirectly, to any other person or published, copied, in whole or in part, for any purpose. This report is not directed or intended for distribution to or use by any person or entity who is a citizen or resident of
or located in any locality, state, country or other jurisdiction, where such distribution, publication, availability or use would be contrary to law, regulation or which would subject Spark Capital and/or its affiliates to any
registration or licensing requirement within such jurisdiction. The securities described herein may or may not be eligible for sale in all jurisdictions or to a certain category of investors. Persons in whose possession this document
may come are required to inform themselves of and to observe such applicable restrictions. 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.

Spark Capital makes no representation or warranty, express or implied, as to the accuracy, completeness or fairness of the information and opinions contained in this document. Spark Capital , its affiliates, and the employees of
Spark Capital and its affiliates may, from time to time, effect or have effected an own account transaction in, or deal as principal or agent in or for the securities mentioned in this document. They may perform or seek to perform
investment banking or other services for, or solicit investment banking or other business from, any company referred to in this report.

This report has been prepared on the basis of information, which is already available in publicly accessible media or developed through an independent analysis by Spark Capital. While we would endeavour to update the
information herein on a reasonable basis, Spark Capital and its affiliates are under no obligation to update the information. Also, there may be regulatory, compliance or other reasons that prevent Spark Capital and its affiliates
from doing so. Neither Spark Capital nor its affiliates or their respective directors, employees, agents or representatives shall be responsible or liable in any manner, directly or indirectly, for views or opinions expressed in this
report or the contents or any errors or discrepancies herein or for any decisions or actions taken in reliance on the report or the inability to use or access our service in this report or for any loss or damages whether direct or
indirect, incidental, special or consequential including without limitation loss of revenue or profits that may arise from or in connection with the use of or reliance on this report.

Spark Capital and/or its affiliates and/or employees may have interests/positions, financial or otherwise in the securities mentioned in this report. To enhance transparency, Spark Capital has incorporated a disclosure of interest
statement in this document. This should however not be treated as endorsement of views expressed in this report:

Analyst Certification of Independence

The views expressed in this research report accurately reflect the analyst’s personal views about any and all of the subject securities or issuers; and no part of the research analyst’s compensations was, is or will be, directly or
indirectly, related to the specific recommendation or views expressed in the report.

Additional Disclaimer for US Institutional Investors

This investment research distributed in the United States by Spark Capital Advisors (India) Private Limited and in certain instances by Enclave Capital LLC ('Enclave'), a U.S registered broker dealer, only to major U.S. institutional
investors, as defined under Rule 15a-6 promulgated under the US Securities Exchange Act of 1934, as amended, and as interpreted by the staff of the US Securities and Exchange Commission. This investment research is not
intended for use by any person or entity that is not a major U.S institutional investor. If you have received a copy of this research and are not a major U.S institutional investor, you are instructed not to read, rely on or reproduce
the contents hereof, and to destroy this research or return it to Spark Capital Advisors (India) Private Limited or to Enclave. Analyst(s) preparing this report are employees of Spark Capital Advisors (India) Private Limited who are
resident outside the United States and are not associated persons or employees of any US registered broker-dealer. Therefore the analyst(s) are not be subject to Rule 2711 of the Financial Industry Regulatory Authority (FINRA)
or to Regulation AC adopted by the U.S Securities and Exchange Commission (SEC) which among other things, restrict communications with a subject company, public appearances and personal trading in securities by a research
analyst. Any major U.S Institutional investor wishing to effect transactions in any securities referred to herein or options thereon should do so by contacting a representative of Enclave Capital LLC. Enclave is a broker-dealer
registered with the SEC and a member of FINRA and the Securities Investor Protection Corporation. Its address is 19 West 44th Street, Suite 1700, New York, NY 10036 and its telephone number is 646-454-8600. Spark Capital
Advisors (India) Private Limited is not affiliated with Enclave Capital LLC or any other U.S registered broker-dealer.

SPARK CAPITAL ADVISORS | Board: +91.44. 4344 0000 | www.sparkcapital.in
Spark Capital Advisors (India) Pvt. Ltd. is a SEBI registered Research Analyst bearing SEBI Registration No. INH200001459
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