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KEY HIGHLIGHTS

1. RESULTS OVERVIEW: CMP -65

= Consolidated revenue rose by 11.14% on YoY basis and 3.91% on QoQ basis TARGET - 80 (+23%)
to Rs. 1061 cr.

= Operating EBITDA came in at X 142 cr. Which is flat on both YoY and QoQ
basis.

= EBITDA margins stood at 13.39% down by 126 bps and 129 bps on YoY and

RECOMMENDATION - BUY

. . Indust Construction- Real
QoQ basis respectively. ndustry ons r:;;:: ea
= Net Profit stood at X 69 cr. Up by 287% and 181% on YoY and QoQ basis NSE CODE PATELENG
respectively. BSE CODE 531120
= Net profit includes an exceptional gain of X 52cr on receipt of an award Market Cap (X Cr) 4975
from an international arbitral tribunal. Shares outstanding (in Cr) 77.36
52 wk High/Low (%) 79/17.05
P/E 24.7
2. MANAGEMENT COMMENTARY: P/BV 1.69
= Management is confident of maintaining 15% revenue growth for FY25. Face Value (%) 1.00
= QOperating margins are expected to remain in 13-14% range going forward. Book Value (3) 38.14
= Aiming to raise funds worth X 500 cr through QIP for working capital needs E'_’S, ) . 2.16
R R . Dividend Yield (%) 0.00
for large p.rOJects which are e:xpected to come out ppst elections. . Debt / Equity 0.62
= Company incurred an exceptional loss of X 15.97 cr in a real estate project Interest coverage 1.56

in Hyderabad due to delay in registration process. This is a onetime loss
only and the company is not pursuing any other real estate project as of
now.

= Management is aiming to grow order book at around 15-20% next year.

SHAREHOLDING PATTERN

Mar 24 Dec 23 Sept 23

Promoters 39.41 39.42 39.41

Flls 337 2.83 2.36

3. PRICE PERFORMANCE (%) Dlls 4.48 5.59 6.25

Particulars 3M 1Y Public 47.93 47.37 47.18

Patel Engineering Ltd 0.4% 248.60% Promoter Pledging _ 0.00 0.00 0.00
Nifty Small cap 250 5.01% 68.08%
Nifty 500 4.83% 38.41%

4. CONCALL SUMMARY:

FINANCIAL SNAPSHOT (X Cr)
=  Order book as on 31° December 2023 stands at X 19,134 cr. This includes

projects in which they have been declared lowest bidders. Y/E March 2023A 2024E  2025E
= Order inflow has been muted in this quarter owing to general elections. Core
Order awarding is likely to pick up post elections. za:es — ;jgzl 45700 5i§0
= Lot of pump storage hydro projects are expected to come up as they are Eg;;Ar' %) 625 630 783
small in size which leads to lower construction cost and time. EBITDA mrg. (%) 15 14 15
=  Company has received LOAs worth X 3700 cr in FY24. PAT 183 225 344
= Term debt of X 800 cr is expected to be repaid in next 3-4 years. EPS () 2.37 2.9 4.43
= Margins are slightly on the lower side due to change in mix of the projects ;:Stiiz (%) 173 22.36 52.75
OIS , L ROE (%) 6.96 75 10.47
=  Segment wise order book: Hydroelectric (61.09%), Irrigation (21.01%), RoCE (%) 14.03 10.78 13.34
Tunnel (11.06%), road (2.98%) and others (3.86%). Valuation
= Around 27,000 megawatt of hydro power projects are expected to be P/E (x) 7.45 21 13.76
announced in the coming few years. These projects are currently at various Debt/ equity 0.62 0.65 0.55
stages of survey and investigation and under final clearance stage.
= 39 Hydro PSPs of 47 GW are being pursued to be commissioned by the year
2029-30.
= Tunneling segment has a huge pipeline of at least 875 tunnels, spanning a
length of 2600 km. -
Particulars TT™M 5YrAvg
5. VALUATION AND OUTLOOK: Historical P/E : 19.4 19.95
= We expect company to post decent numbers going forward on the back of Industry P/E : 40
increased execution. Order inflows are expected to increase post general Historical P/B : 1.5 0.3
elections. Patel being the leader in hydroelectric EPC projects is expected to Industry P/B : 5.4

get good amount of orders in this space.
= We initiate BUY rating on the stock and value the scrip at 18x FY25E EPS to
arrive at a target price of X 80.
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ORDER BOOK SPLI (Q3 FY24)

Segment wise Order book Client Wise Order book

2.98% 3.31%

3.86%
- M Hydroelectric

H Central
Government / PSUs
H Irrigation
H State Government
i Tunnel
Department
H Road
M International
M Others

QUARTERLY PERFORMANCE (CONSOLIDATED) (X Cr)
Y/E March FY22 FY23 FY24 Fv23 FY24E*
4Q 1Q 2Q 3Q 4Q 1Q 2Q 3Q 4QE*

Net sales 1,112 901 830 955 1,205 1,119 1,021 1,061 1299 4202 4500
YoY change (%) 51.5% 35.2% 14.6% 8.7% 8.4% 24.1% 23% 11.1% 7.8% 24.31 7
Total Expenditure 957 767 712 814 1,036 948 881 919 1122 3577 3870
EBITDA 155 134 119 140 169 171 140 142 177 625 630
Margins (%) 14% 15% 14% 15% 14% 15% 14% 13% 13.62% 15% 14
Depreciation 21 19 20 21 21 22 23 23 23 93 91
Interest 104 99 104 105 104 88 92 89 91 418 360
Other income 24 39 31 26 35 12 24 52 15 119 103
PBT 54 55 25 40 80 72 49 82 78 233 282
Tax 16 18 2 16 29 11 13 4 50 57

Rate (%) 30% 33% 8% 40% 0% 40% 22% 16% 5.12% 21.5% 20%
Adjusted PAT 38 37 23 24 82 43 38 69 74 183 225
YoY change (%) 229% -11% 116% 16% 65% 188% -9.75% 154 23

Key Performance Indicator

RM Cost (% of Sales) 24.03% 25.12% 25.76% 21.74% 21.41% 21.14% 15.60% 15.21% 16% 18% 25%
Staff Cost (% of Sales) 7.24%  7.72%  9.66%  9.13%  7.39%  7.97%  9.03% 8;;: 3 8% 8% 8%
EBITDA Margin (%) 14% 15% 14% 15% 14% 15% 14%  13% 13.6%  15% 14%
PAT Margin (%) 3% 4% 3% 3% 7% 4% 4% 7% 5.7% 4.35% 5%

Source: Company, Hem Securities Research.

*Insights into the assumptions:
e Company is expected to post good number in Q4FY24 on the back of improved execution. Order inflow is

expected to remain muted due to general elections.

e  Order inflow in FY25 is expected to be robust. Strong order inflows are expected post general elections.
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= |nfrastructure sector has been in a sweet spot from last couple of years KEY PLAYERS

on the back of continuous government support. In the recently

concluded Interim budget Government of India announced a significant

increase in the outlay for infrastructure to Rs.11.11 lakh Crores for the Patel 4027

upcoming financial year, which is an 11% increase over the last year Engineering | 4975

accounting for around 3.4% of the total GDP of India.
= Patel engineering is mainly into Hydroelectric projects. Hydro power ITD 5090

currently accounts for around 47 gigawatt which is about 11% of the Cementation

total installed power capacity in India. Around 27,000 megawatt of hydro 6526

power projects are expected to be announced in the coming few years. H.G. Infra 4622

These projects are currently at various stages of survey and investigation o | 6892

and under final clearance stage. 15553
= The Central Electricity Authority (CEA) estimates India’s power NCC —

requirement to grow to reach 817 GW by 2030. 1
= Hydro Pumped Storage Projects are necessary to achieve Government of 15659

India’s commitment of 500 GW installed capacity from non-fossil fuel Larsen and 183340

sources by the year 2030 and Net Zero carbon emissions by the year Toubro

2070. At present, 39 Hydro PSPs of 47 GW are being pursued to be 499699

commissioned by the year 2029-30. Revenues M M.cap
= The Central Electricity Authority (CEA) estimates India’s power

requirement to grow to reach 817 GW by 2030
PEER PERFORMANCE (XCr)
Particulars Patel NCC Larsen and H.G. Infra ITD

Engineering Toubro Engineering Cementation

Market Cap 4975 15659 499699 6892 6526
Net Sales 4027.57 15553.41 183340.70 4622.01 5090.91
EBITDA 624.88 1458.99 24403.85 895.37 399.89
PAT 178.80 646.21 12624.87 493.19 124.73
EPS (Rs) 2.16 9.70 74.50 75.68 7.00
EBITDA MARGIN % 18.50 10.33 16.49 19.77 8.42
PAT MARGIN % 4.44 4.15 6.89 10.67 2.45
ROCE % 14.23 19.94 12.98 25.38 19.36
ROE % 6.96 11.01 14.78 29.38 10.53
P/E 24.7 23.3 39.5 13.6 29.4
P/B 1.69 2.49 6.37 3.2 4.92
EV/EBITDA 9.54 9.03 5.90 7.85 9.51
Dividend Yield 0.00 0.910.88 0.68 0.12 0.21
Mcap/Sales 1.13 0.81 2.28 1.32 0.92

Source: Company, Hem Securities Research.
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STORY IN CHARTS
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INVESTMENT RATIONALE:

= Patel Engineering is one of the major construction and infrastructure company in India. They have a robust order book of X
19,134 cr across various segments as on 31st December 2023. The book-to-bill ratio of the company stands at 4.3x which
provides multiyear revenue visibility to the company.

= Hydro power currently accounts for around 47 gigawatt which is about 11% of the total installed power capacity in India.
Moreover 42 hydropower projects with an aggregate capacity of 18,034 MW are under construction. Out of this 18034 MW,
Patel Engineering is involved in construction of around 8,200 MW of projects which is 45% of the entire hydropower project
being executed at present. This shows company’s clear dominance in hydropower space.

= Around 27,000 megawatt of hydro power projects are expected to be announced in the coming few years. These projects are
currently at various stages of survey and investigation and under final clearance stage. Looking at the strong credentials of the
company in this space, it is expected that company will major orders from this pipeline.

= Order inflow has been muted in this quarter mainly due to general elections. Management is confident that order awarding
will be robust post general election. They have guided for 15-20% growth in order book for FY25.

= Future pipeline for the company stays strong. GOI is planning to commission 39 hydro PSPs of 47 GW by 2029-30. In the
tunnel space, they have a strong pipeline of at least 875 tunnels spanning a length of 2600km. This augurs well for the
company.

= Management has guided for 15% revenue growth for FY25.

RISK FACTORS:

= Slowdown is infrastructure activities.

= Muted order awarding.

COMPANY RECAP

= Patel Engineering Limited, founded in 1949 and headquartered in Mumbai, is a prominent player in the civil engineering

construction segment. With over seven decades of experience, the company has successfully constructed various heavy civil
engineering works such as dams, bridges, tunnels, roads, piling works, and industrial structures.

= Patel Engineering Limited is majorly involved in Hydropower, Irrigation and tunneling segments which constitute around 90%
of the Company’s Orderbook. Currently, the company's order book as of 31st December 2023 stands at about X 19,134 cr
(Including L1 Orders).

= Company has presence in over 14 states, with major order backlog from Jammu and Kashmir (5925 cr) followed by Madhya
Pradesh (3149 cr).

= Order book split as on 31 December 2023 : Hydroelectric (61.09%), Irrigation (21.01%), Tunnel (11.06%), Road (2.98%) and
others (3.86%).

= Patel Engineering has executed hydro projects worth 15000+ MW, tunnel projects over 300+ kms and road projects over
1200+ km.

= They are currently executing Sela Pass Tunnel Project, which on completion, would be the longest bi lane road tunnel in the
world at an altitude above 13,000 ft. The project is being executed for Border Roads Organization (BRO) and the tunnel once
commissioned will provide all-weather connectivity in the region of Tawang, Arunachal Pradesh.

= Key Managerial people: Mr. Pravin Patel (Chairman Emeritus), Mr. Rupen Patel (Chairman and Managing Director), Mr. Kavita
Shirvaikar (Whole time director & CFO), Mr. Tirth Nath Singh (Whole time director — Project and Corporate affairs)
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ANNUAL PERFORMANCE

Financials & Valuations

Income Statement (X Cr)
March 2018 2019 2020 2021 2022 2023 2024E 2025E
Revenue from operations 2,275 2,362 2,617 1,995 3,380 4,202 4500 5220
Growth YoY (%) (41) 4 11 (24) 69 24 7 17
Total Expenditure 1,743 1,985 2,432 1,750 2,850 3,577 3870 4437
(%) of sales 77 84 93 88 84 85 86 85
EBITDA 532 377 185 245 530 625 630 783
EBITDA Growth (%) 26 (29) (51) 32 116 18 0.8 24
EBITDA Margin (%) 23 16 7 12 16 15 14 15
Depreciation 54 50 66 72 82 93 91 95
EBIT 478 327 119 173 448 532 539 688
Growth (%) (32) (64) 45 159 19 1.31 28
Interest Expenses 489 370 266 401 420 418 360 350
Other Income 106 247 202 (115) 83 119 103 120
Earnings before Taxes 95 204 55 (343) 111 233 282 458
Growth (%) 115 (73) (724) (132) 109 21 62
EBT Margin (%) 4 9 2 (17) 3 6 6 9
Tax-Total (10) 50 44 52 39 50 57 114.5
Rate of tax (%) (11) 22 43 21 39 23 20 25
Net Profit 105 154 11 (291) 72 183 225 343.5
Growth (%) 47 (93) (2745) (125) 154 23 52
PAT Margin (%) 5 7 0 (15) 2 4 5 6.58
EPS 1.85 2.61 0.18 (4.16) 1.00 2.37 2.90 4.43
EPS Growth (%) 41.08 (93.10) 137.00 22.36 52.75

Balance Sheet

Y/E March 2018 [ 2019 [ 2020 2021 2022 2023
Equity Share Capital 16 16 41 47 48 77
Reserves& Surplus 2,144 2,260 2,506 2,273 2,336 2,811
Total Shareholder's Funds (A) 2,160 2,276 2,547 2,320 2,384 2,888
Long Term Borrowings 1,332 1,305 919 753 761 535
Non-Controlling Interest 56 57 33 61 71 88
Total Non-Current Liabilities (B) 1,388 1,362 952 814 832 623
Advance from customers 524 501 723 560 754 760
Trade Payables 1,095 1,093 1,370 1,210 1,324 1,552
Other Liability Items 2,247 2,968 2,736 3,183 3,216 2,928
Total Current Liabilities (C) 3,866 4,562 4,829 4,953 5,294 5,240
Total Equity and Liabilities (A+B+C) 7,414 8,200 8,328 8,087 8,510 8,751
Property, Plant & Equipment 556 578 607 683 1,181 1,294
Capital Work in progress 792 1,063 1,141 679 283 294
Investments 140 116 79 68 82 124
Total Non-Current Assets (A) 1,488 1,757 1,827 1,430 1,546 1,712
Inventory 3,162 3,546 3,566 3,630 3,591 3,744
Debtors 241 230 328 434 562 531
Cash and Bank Balance 132 124 114 196 261 212
Loans and advances 4 2 2 4 3 4
Other Current Assets 2,387 2,541 2,491 2,393 2,547 2,548
Total Current Assets (B) 5,926 6,443 6,501 6,657 6,964 7,039
Total Assets(A+B) 7,414 8,200 8,328 8,087 8,510 8,751

Source: Company, Hem Securities Research.
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Ratios
Y/E March(Basic (INR) 2018 2019 2020 2021 2022 2023
Profitability and return ratios
Net profit margin (%) 5 7 0 (15) 2 4
EBITDA margin (%) 23 16 7 12 16 15
EBIT margin (%) 21 14 5 9 13 13
ROE (%) 4.92 7.25 1.32 -11.40 3.02 6.96
ROCE (%) 9.59 11.48 6.58 1.23 11.69 14.23
Working Capital & liquidity ratios
Payables (Days) 215 -2672 -8218 -2823 0.00 -3009
Inventory (Days) 371 553.80 507.86 718.46 387.88 332.33
Receivables (Days) 22.94 38.87 39.78 75.99 53.48 49.54
Current Ratio (x) 1.27 1.27 1.24 1.46 1.41 1.44
Valuations Ratios
EV/sales (x) 0.95 1.35 1.00 1.43 0.94 0.67
EV/EBITDA (x) 4.82 5.59 7.15 7.61 4.94 3.62
P/E (x) 9.65 2.82 6.00 0.00 19.02 6.94
P/BV (x) 0.45 0.18 0.15 0.24 0.51 0.41
Dividend Yield (%) 0.00 0.00 0.00 0.00 0.00 0.00
Return on Assets (%) 1.23 2.02 0.38 -3.39 0.85 2.12
Leverage Ratio
Debt/Equity (x) 1.37 1.19 0.93 1.01 0.97 0.62
Cash Flow Statement
Y/E March 2018 2019 2020 2021 2022 2023
CF from Operating activities (A) 403 836 407 389 514 693
CF from Investing Activities (B) 245 -327 -47 7 -121 -217.286
CF from Financing Activities (C) -578 -513 -367 -311 -340 -536
Net Cash Flow 70 -4.451 -6.81 84.812 53.789 -60
Add: Opening Bal. 61 132 124 113 195 261

Closing Balance 131 127 118 198 249 200
Source: Company, Hem Securities Research.
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RATING CRITERIA

INVESTMENT RATING EXPECTED RETURN
BUY >=15%
ACCUMULATE 5% to 15%

HOLD 0to 5%

REDUCE -5%to 0

SELL <-5%

RECOMMENDATION SUMMARY

DATE RATING TARGET
24" April BUY 80

DISCLAIMER

HEM Securities Limited (“Research Entity or HSL”) is regulated by the Securities and Exchange Board of India (“SEBI”) and is licensed to carry on the
business of broking, depository services and other related activities. Broking services offered by HEM Securities Limited are under SEBI Registration
No.: INZ000168034.

This Report has been prepared by HEM Securities Limited in the capacity of a Research Analyst having SEBI Registration No. INH100002250 and
distributed as per SEBI (Research Analysts) Regulations 2014. This report does not constitute an offer or solicitation for the purchase or sale of any
financial instrument or as an official confirmation of any transaction. The information contained herein is from publicly available data or other
sources believed to be reliable. This report is provided for assistance only and is not intended to be and must not alone be taken as the basis for an
investment decision. The user assumes the entire risk of any use made of this information. Each recipient of this report should make such
investigation 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 his own advisors to determine the merits and risks of such investment. This
should not be construed as invitation or solicitation to do business with HSL. The investment discussed or views expressed may not be suitable for
all investors.

This information is strictly confidential and is being furnished to you solely for your information. This information should not be reproduced or
redistributed or passed on directly or indirectly in any form 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
HSL and associates / group companies to any registration or licensing requirements within such jurisdiction. The distribution of this report in
certain jurisdictions may be restricted by law, and persons in whose possession this report comes, should observe, any such restrictions. The
information given in this report is as of the date of this report and there can be no assurance that future results or events will be consistent with
this information. This information is subject to change without any prior notice. HSL reserves the right to make modifications and alterations to this
statement as may be required from time to time. HSL or any of its associates / group companies shall not be in any way responsible for any loss or
damage that may arise to any person from any inadvertent error in the information contained in this report. HSL is committed to providing
independent and transparent recommendation to its clients. Neither HSL nor any of its associates, group companies, directors, employees, agents
or representatives shall be liable for any damages whether direct, indirect, special or consequential including loss of revenue or lost profits that
may arise from or in connection with the use of the information. Our proprietary trading and investment businesses may make investment
decisions that are inconsistent with the recommendations expressed herein. Past performance is not necessarily a guide to future performance
.The disclosures of interest statements incorporated in this report are provided solely to enhance the transparency and should not be treated as
endorsement of the views expressed in the report.

We offer our research services to clients as well as our prospects. Though this report is disseminated to all the customers simultaneously, not all
customers may receive this report at the same time. We will not treat recipients as customers by virtue of their receiving this report.
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HSL and its associates, officer, directors, and employees, research analyst (including relatives) worldwide may: (a) from time to
time, have long or short positions in, and buy or sell the securities thereof, of company(ies), mentioned herein or (b) be engaged in
any other transaction involving such securities and earn brokerage or other compensation or act as a market maker in the financial
instruments of the subject company/company(ies) discussed herein or act as advisor or lender/borrower to such company(ies) or
have other potential/material conflict of interest with respect to any recommendation and related information and opinions at the
time of publication of research report or at the time of public appearance.

Investments in securities market are subject to market risks, read all the related documents carefully before investing.

ANALYST CERTIFICATION/ DISCLOSURE OF INTEREST

Name of the Research Analyst: Mudit Jain

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.

SN Particulars Yes/No
1. Research Analyst or his/her relative’s or HSL’s financial interest in the subject company(ies) No
2. Research Analyst or his/her relative or HSL’s actual/beneficial ownership of 1% or more securities of the subject No

company(ies) at the end of the month immediately preceding the date of publication of the Research Report

3. Research Analyst or his/her relative or HSL has any other material conflict of interest at the time of publication No
of the Research Report

4, Research Analyst has served as an officer, director or employee of the subject company(ies) No
5. HSL has received any compensation from the subject company in the past twelve months No
6. HSL has received any compensation for investment banking or merchant banking or brokerage services from the No

subject company in the past twelve months

7. HSL has received any compensation for products or services other than investment banking or merchant No
banking or brokerage services from the subject company in the past twelve months

8. HSL has received any compensation or other benefits from the subject company or third party in connection No
with the research report

9. HSL has managed or co-managed public offering of securities for the subject company in the past twelve months  No

10. Research Analyst or HSL has been engaged in market making activity for the subject company(ies) No

Since HSL and its associates are engaged in various businesses in the financial services industry, they may have financial interest or may have
received compensation for investment banking or merchant banking or brokerage services or for any other product or services of whatsoever
nature from the subject company(ies) in the past twelve months. Associates of HSL may have actual/beneficial ownership of 1% or more and/or
other material conflict of interest in the securities discussed herein.

There were no instances of non-compliance by HSL on any matter related to the capital markets, resulting in significant and material disciplinary
action during the last three years.
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