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Result Update
Ahluwalia Contracts YoUr SUGCESS IS OUr SUCCESS

Target Price
Rs284 (&)

Upside
16.2 %

Change in Estimates

Result highlights EPS Chg FY15E/FY16E (%) 13.5/14.75
= Revenue came in at Rs2.66 bn +11% YoY against our expectation of Rs2.79 bn. The Target Price change (%) NA
company maintains guidance of 20% revenue growth for FY15E/16E Previous Reco BUY
= EBITDA came in at Rs246 mn +103% YoY versus our expectation of Rs312 mn as
EBITDA Margin came in lower than our expectation at 9.2% +417 bps versus expectation Emkay vs Consensus
of 11.2% EPS Estimates
= Margins edged lower than expectation as company finished low margin orders (2 FYI1SE  FYI6E
projects). Around 7% of the order book is low margin orders which the management Emkay 118 14.0
expects to finish by end of FY15E Consensus 10.7 137
Mean Consensus TP Rs 249

= Net profit came in at Rs136 mn +458% YoY lower than expectation of Rs162 mn due to
lower operational profitability, partly supported by higher than expected other income

Stock Details
= |ncrease FY15E/16E EPS by 13.5%/14.75% on higher margins & lower interest burden, Bloomberg Code AHLU IN

given the revenue & margin visibility, reduction in leverage and improvement in working

i ) ) ) ) o Face Value (Rs) 2
capital which will drive the earnings CAGR of 71% over FY14-17E. Maintain Buy, .
) ) ) ) Shares outstanding (mn) 67
increase target price to Rs284/share as roll forward valuation on FY17E earnings
52 Week H/L 250/23
Earnings subdued on execution of legacy orders M Cap (Rs bn/USD bn) 16/0.26
Q3FY15 revenue came in at Rs2.66 bn +11% YoY —stable execution run rate maintained. Daily Avg Volume (nos.) 101,574
EBITDA came in at Rs246 mn +10.3% YoY lower than expectation of Rs312 mn, EBITDA Daily Avg Turnover (US$ mn) 0.4
Margin came in at 9.2% +417 bps lower than expectation of 11.2% as the company finished
low margin orders (2 projects). Around 7% of the order book is low margin orders which the Shareholding Pattern Dec ‘14
management expects to finish by end of FY15E. We believe that given that 90% of the order Promoters 68.9%
wins have come from government entities which are value accretive and loss making projects Fils YT
. . . . . (]
will get completed by end of FY15E, EBITDA Margins to remain steadfast at 11.5%/11.9% in s
FY15E/16E. Management expects EBITDA Margins 12%/12.5-13% in FY16E/FY17E as new Dlls. 3.3%
orders are won at higher margins. Net profit came in at Rs136 mn +458% YoY lower than Public 14.2%
expectation of Rs162 mn due to lower operationally profitability, partly supported by higher
than expected other income (Rs47 mn, +99% YoY). Price Performance
Debt reduction to provide boost to earnings (%) M 3M 6M 12M
The company has reduced debt to Rs1.42 bn as on Dec 315t 2014 from Rs2.17 bn in 1THFY15. Absolute 10 60 71 915
The company used proceeds of preferential issue (garnered Rs500 mn via preferential Rel. to Nifty 7 56 53 621
issue) as well internal accruals for debt reduction. The company aims to reduce debt to _ _
Rs700-800 mn by FY17E. The company has repaid debt for its Kota BOT project of Rs300 Relative price chart
mn. The major impact of debt reduction will be seen in Q4FY15 as majority of debt reduction moq e f
done in last week of December 2014. 204 406
Financial Snapshot (Standalone) e 2
(Rs mn) FY13 FY14 FY15E FY16E FY17E 2 8
Net Sales 13,882 9,603 11,020 13,269 15,927 o6 114
EBITDA (237) 417 1,242 1,526 1,895 " 10
. Feb-14 Apr-14 Jun-14 Aug-14 Oct-14 Dec-14 Feb-15
EBITDA Margin (%) @.7) 4.3 11.3 11.5 11.9 I
luwalia Contractors (LHS) Rel to Nifty (RHS)
APAT (769) 76 739 878 1,094 Source: Bloomberg
EPS (RS) (123) 35 11.8 14.0 17.4 Nitin Arora
EPS (% chg) 0.0 0.0 239.7 18.9 24.6 nitin.arora@emkayglobal.com
ROE (%) (31.7) 35 28.1 25.5 24.7 +91 22 66242491
P/E (X) (19.9) 70.5 20.7 17.5 14.0 )
EV/EBITDA (x) (71.0) 40.9 12.6 10.1 7.8 Kushan Parikh
' ' ' ' ' kushan.parikh@emkayglobal.com
P/BV (x) 7.5 6.8 5.1 4.0 3.1

+91 22 66121431

Source: Company, Emkay Research
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Order inflow for 9MFY15 stands at Rs7.92 bn -15.7% YoY

The company has announced orders worth Rs7.92 bn -15.7% YoY in 9MFY15E and order
backlog stands at Rs33.2 bn (as on date) provides 3.4 years visibility for revenues.

The company is current L1 in projects worth Rs7.6 bn which includes projects like:

® Hospital work in Delhi (AlIMs) of Rs5 bn

® Income tax building in BKC (CPWD) of Rs1.65 bn
® Hospital building (NBCC) at Kolkata of Rs800 mn
® Embassy work in Delhi of Rs300 mn

Recently DDA (Delhi Development Authority) announced tenders worth Rs50 bn.

Working Capital improves to 62 days in Q3FY15

Working capital has improved to 62 days as of Q3FY15 from 70 days as of Q2FY15 largely due
to a reduction in Loans & Advances which dropped 23.7% QoQ to Rs806.3 mn (30 days) as of
Q3FY15 from Rs1.06 bn (40 days). This drop in L&A was attributable to refund of TDS amounting
to Rs300 mn on account of losses made in FY12. TDS refund amounting to Rs200-250 mn for
FY13 remains pending and is reflected in the Q3 L&A.

Exhibit 1: Balance Sheet details

Balance sheet Mar-14 Sep-14 Dec-14
Share capital 125.53 125.5 134.0
Reserve & surplus 2136.14 2442.9 3068.7
Net Worth 2261.67 2568.4 3202.7
Minority Interest 0 0.0 0.0
Long Term Borrowings/Secured Loans 329.28 301.5 126.6
Short Term Borrowings/ Unsecured Loans 1935.32 1869.2 1299.6
Deffered tax liability 0 0.0 0.0
Total 4526.27 4739.1 4628.8

Fixed assets

Net fixed assets (incl. C-WIP) 1984.5 1981.4 1973.2
Investments 14.9 14.9 14.9
Defered Tax Assets (net) 162.05 162.0 149.5
Cash and cash equivalents 545.07 737.5 805.6
Inventory 1719.53 2035.9 2063.1
Sundry debtors 4707.31 4196.1 4342.2
Other current assets 136.4 138.7 146.2
Loans and advances 1235.47 1057.1 806.3
Current assets (excl. cash) 7798.71 7427.7 7357.9
Current liability and provisions 5978.96 5584.4 5672.3
Net current assets 1819.75 1843.3 1685.6
Miscellaneous expenditure 0 0.0 0.0
Total uses of funds 4526.27 4739.0 4628.8

Source: Emkay Research, Company
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Exhibit 2: Quarterly income statement

Rs mn Q3FY14 Q4FY14 Q1FY15 Q2FY15 Q3FY15 YoY (%) QoQ (%) YTDFY15 YTDFY14 YoY (%)
Revenue 2,395 2,496 2,387 2,389 2,665 11.3 11.6 7,442 7,072 5.2
Expenditure 2,274 2,310 2,061 2,112 2,419 6.4 14.6 6,592 6,877 (4.1)
as % of sales 94.9 92.5 86.3 88.4 90.8 86 95
Construction expenses 1,342 1,399 1,359 1,244 1,503 12.0 20.8 4,107 3,775 8.8
as % of sales 56.01 56.05 56.95 52.08 56.39 57 46
Employee cost 884 836 660 821 878 (0.6) 7.0 2,359 2,943 (19.8)
as % of sales 36.89 33.49 27.64 34.36 32.95 28 46
other expenses 49 74 42 a7 38 (22.2) (18.1) 126 158 (20.1)
as % of sales 2.04 3.0 1.8 1.9 14 2 3
EBITDA 121 187 326 278 246 103.0 (11.4) 850 196 334.5
Depreciation 30 31 57 53 52 70.6 (2.2) 161 91 77.5
EBIT 91 156 269 225 194 113.8 (13.5) 688 105 557.3
Other Income 24 98 11 33 47 99.2 40.8 92 81 13.6
Interest 84 92 102 93 93 11.0 0.2 288 271 6.3
PBT 31 162 179 165 148 384.3 (10.3) 493 (85) (678.9)
Total Tax 6 -11 10 3 12 98.6 378.5 25 12
PAT 24 173 169 163 136 458.1 (16.5) 467 97) (583.2)
(Profit)/loss from JV's/Ass/MI = =
APAT after Ml 24 173 169 163 136 458.1 (16.5) 467 97) (583.2)
Extra ordinary items 0 0 0 0 0 - 141
Reported PAT 24 173 169 163 136 458.1 (16.5) 467 44 952.6
Reported EPS 0.39 2.75 2.69 2.59 2.12 446.9 (18.2) 7 1 946.4
Margins (%) (bps) (bps) (bps)
EBITDA 51 7.5 13.7 11.6 9.2 417 (239) 11.4 2.8 865
EBIT 4 6 11 9 7 350 (212) 9 1 777
EBT 7 7 6 428 (135) 7 Q) 782
PAT 7 5 408 (171) 6 1 565
Effective Tax rate 21 (7 2 8 (1,212) 684 5 (14) 1,878
Source: Company, Emkay Research
Exhibit 3: Order Book Matrix
Order inflow &Order backlog Rsmn Q3FY14 Q4FY14 Q1FY15 Q2FY15 Q3FY15 YoY (%) QoQ (%)
Net order inflow 3,400 1,600 4,387 3,533 - (100) (100)
Order Backlog 31,000 30,000 32,000 33,144 33,200 7 0
Source: Company, Emkay Research

Outlook

We continue to remain positive on the company given a) increase in the order inflow which will
help increase the execution run rate b) EBITDA margins to remain steadfast at 11.5%-12% as
company booked loss making orders and bagged in value accretive orders c¢) reduction in the
leverage from preference share issue & easing of working capital will lead significant
improvement in earnings over the next two - three years thereby improving the return ratios.

Exhibit 4: Increase EPS by 4.6%/3.6% for FY15E/16E

FY15E FY16E

Earlier Revised Change % Earlier Revised Change %
Sales 11520 11,020 -4.34% 13,855 13,269 -4.23%
EBIDTA 1,279 1,242 -2.89% 1,510 1,526 1.05%
EBIDTA (%) 11.10% 11.27% 17 bps 10.90% 11.50% 60 bps
Net Profit 654 739 13.00% 763 878.3 15.11%
EPS 10.4 11.8 13.46% 12.2 14 14.75%
Source: Company, Emkay Research
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Key Financials (Standalone)
Income Statement

Y/E Mar (Rs mn) FY13 FY14 FY15E FY16E FY17E
Net Sales 13,882 9,603 11,020 13,269 15,927
Expenditure 14,119 9,186 9,778 11,743 14,032
EBITDA (237) 417 1,242 1,526 1,895
Depreciation 352 122 218 238 256
EBIT (589) 296 1,024 1,288 1,639
Other Income 154 144 130 130 130
Interest expenses 334 363 363 247 207
PBT (769) 7 790 1,171 1,563
Tax 1 1 51 293 469
Extraordinary ltems 8 141 0 0 0
Minority Int./Income from Assoc. 0 0 0 0 0
Reported Net Income (761) 218 739 878 1,094
Adjusted PAT (769) 76 739 878 1,094

Balance Sheet

Y/E Mar (Rs mn) FY13 FY14 FY15E FY16E FY17E
Equity share capital 126 126 126 126 126
Reserves & surplus 1,919 2,136 2,875 3,753 4,847
Net worth 2,044 2,262 3,001 3,879 4,973
Minority Interest 0 0 0 0 0
Loan Funds 2,322 2,265 1,462 1,219 1,005
Net deferred tax liability (162) (162) (162) (162) (162)
Total Liabilities 4,205 4,364 4,301 4,935 5,816
Net block 1,385 1,307 1,339 1,401 1,495
Investment 15 15 15 15 15
Current Assets 8,420 8,344 9,486 10,485 12,230
Cash & bank balance 855 545 1,168 1,196 1,518
Other Current Assets 125 136 136 164 196
Current liabilities & Provision 6,023 5,979 6,540 6,965 7,924
Net current assets 2,397 2,365 2,947 3,519 4,306
Misc. exp 0 0 0 0 0
Total Assets 4,205 4,364 4,301 4,935 5,816
Cash Flow

Y/E Mar (Rs mn) FY13 FY14 FY15E FY16E FY17E
PBT (Ex-Other income) (NI+Dep) (923) (67) 660 1,041 1,433
Other Non-Cash items (60) (238) 0 0 0
Chg in working cap 281 69 41 (545) (465)
Operating Cashflow (16) 248 1,232 688 961
Capital expenditure (70) 172) 427 (300) (350)
Free Cash Flow (85) 75 1,659 388 611
Investments 66 191 0 0 0
Other Investing Cash Flow 0 0 0 0 0
Investing Cashflow 220 336 130 130 130
Equity Capital Raised 0 0 0 0 0
Loans Taken / (Repaid) 393 (142) (802) (244) (213)
Dividend paid (incl tax) 0 0 0 0 0
Other Financing Cash Flow (178) (216) 0 0 0
Financing Cashflow (118) (721) (1,166) (491) (420)
Net chg in cash 17 (310) 623 28 321
Opening cash position 838 855 545 1,168 1,196
Closing cash position 855 545 1,168 1,196 1,518

Emkay Research | February 13, 2015 4



India Equity Research | Result Update

Key Ratios

Profitability (%) FY13 FY14 FY15E FY16E FY17E
EBITDA Margin a.7) 4.3 11.3 11.5 11.9
EBIT Margin (4.2) 3.1 9.3 9.7 10.3
Effective Tax Rate (0.1) 0.7 6.5 25.0 30.0
Net Margin (5.5) 0.8 6.7 6.6 6.9
ROCE (9.8) 10.3 26.6 30.7 329
ROE (31.7) 35 28.1 25.5 24.7
RolC (18.7) 9.8 32.8 37.7 40.9
Per Share Data (Rs) FY13 FY14 FY15E FY16E FY17E
EPS (12.3) 35 11.8 14.0 17.4
CEPS (6.7) 3.2 15.3 17.8 21.5
BVPS 32.6 36.0 47.8 61.8 79.2
DPS 0.0 0.0 0.0 0.0 0.0
Valuations (x) FY13 FY14 FY15E FY16E FY17E
PER (19.9) 70.5 20.7 17.5 14.0
P/CEPS (24.5) 51.7 10.7 9.2 7.6
P/BV 7.5 6.8 5.1 4.0 3.1
EV / Sales 1.2 1.8 14 1.2 0.9
EV /EBITDA (71.0) 40.9 12.6 10.1 7.8
Dividend Yield (%) 0.0 0.0 0.0 0.0 0.0
Gearing Ratio (x) FY13 FY14 FY15E FY16E FY17E
Net Debt/ Equity 0.7 0.8 0.1 0.0 (0.2)
Net Debt/EBIDTA (6.2) 4.1 0.2 0.0 (0.3)
Working Cap Cycle (days) 40.6 69.2 58.9 63.9 63.9
Growth (%) FY13 FY14 FY15E FY16E FY17E
Revenue 18 (30.8) 14.8 20.4 20.0
EBITDA (232.9) 0.0 197.7 22.9 24.2
EBIT 0.0 0.0 246.3 25.8 27.3
PAT 0.0 0.0 239.7 18.9 24.6
Quarterly (Rs mn) Q3FY14 Q4FY14 Q1FY15 Q2FY15 Q3FY15
Revenue 2,395 2,496 2,387 2,389 2,665
EBITDA 121 187 326 278 246
EBITDA Margin (%) 5.1 7.5 13.7 11.6 9.2
PAT 24 173 169 163 158
EPS (Rs) 0.4 2.8 2.7 2.6 2.5
Shareholding Pattern (%) Dec-13 Mar-14 Jun-14 Sep-14 Dec-14
Promoters 72.6 72.6 72.6 72.6 68.9
Flis 13.7 13.5 12.7 12.6 13.6
Dlls 4.0 - - 2.4 3.3
Private Corp 4.3 7.6 7.4 6.7 7.2
Public 9.7 13.9 14.7 12.5 14.2
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Emkay Rating Distribution

BUY Expected total return (%) (Stock price appreciation and dividend yield) of over 25% within the next 12-18 months.
ACCUMULATE Expected total return (%) (Stock price appreciation and dividend yield) of over 10% within the next 12-18 months.
HOLD Expected total return (%) (Stock price appreciation and dividend yield) of upto 10% within the next 12-18 months.
REDUCE Expected total return (%) (Stock price depreciation) of upto (-) 10% within the next 12-18 months.

SELL The stock is believed to underperform the broad market indices or its related universe within the next 12-18 months.

Emkay Global Financial Services Ltd.
CIN - L67120MH1995PLC084899
7th Floor, The Ruby, Senapati Bapat Marg, Dadar - West, Mumbai - 400028. India
Tel: +91 22 66121212 Fax: +91 22 66121299 Web: www.emkayglobal.com

DISCLAIMERS AND DISCLOSURES-: Emkay Global Financial Services Limited (CIN- L67120MH1995PLC084899) and its affiliates are a full-service, brokerage, investment banking,
investment management, and financing group. Emkay Global Financial Services Limited (EGFSL) along with its affiliates are participants in virtually all securities trading markets in India. EGFSL was
established in 1995 and is one of India's leading brokerage and distribution house. EGFSL is a corporate trading member of Bombay Stock Exchange Limited (BSE), National Stock Exchange of India
Limited (NSE), MCX Stock Exchange Limited (MCX-SX). EGFSL along with its subsidiaries offers the most comprehensive avenues for investments and is engaged in the businesses including stock
broking (Institutional and retail), merchant banking, commodity broking, depository participant, portfolio management, insurance broking and services rendered in connection with distribution of primary
market issues and financial products like mutual funds, fixed deposits. Details of associates are available on our website i.e. www.emkayglobal.com

EGFSL is under the process of seeking registration under SEBI (Research Analysts) Regulations, 2014. EGFSL hereby declares that it has not defaulted with any stock exchange nor its activities were
suspended by any stock exchange with whom it is registered in last five years, except that NSE had disabled EGFSL from trading on October 05, October 08 and October 09, 2012 for a manifest error
resulting into a bonafide erroneous trade on October 05, 2012. However, SEBI and Stock Exchanges have conducted the routine inspection and based on their observations have issued advice letters or
levied minor penalty on EGFSL for certain operational deviations in ordinary/routine course of business. EGFSL has not been debarred from doing business by any Stock Exchange / SEBI or any other
authorities; nor has its certificate of registration been cancelled by SEBI at any point of time.

EGFSL offers research services to clients as well as prospects. The analyst for this report certifies that all of the views expressed in this report accurately reflect his or her personal views about the subject
company or companies and its or their securities, and no part of his or her compensation was, is or will be, directly or indirectly related to specific recommendations or views expressed in this report.

Other disclosures by Emkay Global Financial Services Limited (Research Entity) and its Research Analyst under SEBI (Research Analyst) Regulations, 2014 with reference to the subject
company(s) covered in this report-:

EGFSL or its associates may have financial interest in the subject company.
Research Analyst or his/her relative’s financial interest in the subject company. (NO)

EGFSL or its associates and Research Analyst or his/her relative’s does not have any material conflict of interest in the subject company. The research Analyst or research entity (EGFSL) have not been
engaged in market making activity for the subject company.

EGFSL or its associates may have actual/beneficial ownership of 1% or more securities of the subject company at the end of the month immediately preceding the date of publication of Research Report.

Research Analyst or his/her relatives have actual/beneficial ownership of 1% or more securities of the subject company at the end of the month immediately preceding the date of publication of Research
Report: (NO)

EGFSL or its associates may have received any compensation including for investment banking or merchant banking or brokerage services from the subject company in the past 12 months. EGFSL 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. EGFSL
or its associates may have received any compensation or other benefits from the Subject Company or third party in connection with the research report. Subject Company may have been client of EGFSL
or its associates during twelve months preceding the date of distribution of the research report and EGFSL may have co-managed public offering of securities for the subject company in the past twelve
months.

The research Analyst has served as officer, director or employee of the subject company: (NO)

EGFSL and/or its affiliates may seek investment banking or other business from the company or companies that are the subject of this material. Our salespeople, 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 may be inconsistent with the recommendations 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 including but not limited to those stated herein. Additionally, other important information regarding our relationships with the company or
companies that are the subject of this material is provided herein. This report is not directed to, 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 or regulation or which would subject EGFSL or its group companies to any
registration or licensing requirement within such jurisdiction. Specifically, this document does not constitute an offer to or solicitation to any U.S. person for the purchase or sale of any financial instrument
or as an official confirmation of any transaction to any U.S. person. Unless otherwise stated, this message should not be construed as official confirmation of any transaction. No part of this document may
be distributed in Canada or used by private customers in United Kingdom. All material presented in this report, unless specifically indicated otherwise, is under copyright to Emkay. None of the material,
nor its content, nor any copy of it, may be altered in any way, transmitted to, copied or distributed to any other party, without the prior express written permission of EGFSL . All trademarks, service marks
and logos used in this report are trademarks or registered trademarks of EGFSL or its Group Companies. The information contained herein is not intended for publication or distribution or circulation in
any manner whatsoever and any unauthorized reading, dissemination, distribution or copying of this communication is prohibited unless otherwise expressly authorized. Please ensure that you have read
“Risk Disclosure Document for Capital Market and Derivatives Segments” as prescribed by Securities and Exchange Board of India before investing in Indian Securities Market. In so far as this report
includes current or historic information, it is believed to be reliable, although its accuracy and completeness cannot be guaranteed.
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