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Impressive and strong background

The Company is an Information and communications technology (“ICT”) infrastructure
provider and are one of the largest neutral telecom infrastructure providers in India
(Source: CRISIL Report). RailTel is a Mini Ratna (Category-1) Central Public Sector
Enterprise, wholly-owned by the Government of India and under the administrative
control of the Ministry of Railways. The Company was incorporated on September 26,
2000 with the aim of modernizing the existing telecom system for train control, operation
and safety and to generate additional revenues by creating nationwide broadband and
multimedia network by laying optical fiber cable by using the right of way along railway
tracks. Railtel has successfully completed a number of long-term projects for provision of
ICT services across India. These include the NKN and Bharat Net (formerly, the National
Optical Fiber Network) projects for providing high capacity bandwidth pipes and laying
optical fiber cable for connectivity of gram panchayats in India.

RailTel among the largest neutral telecom infrastructure providers in India with pan-
India optic fiber network

The Company is one of the largest neutral telecom infrastructure providers in India
(Source: CRISIL Report). As of January 31, 2021, RailTel had exclusive right of way along
67,415 route kilometers connecting 7,321 railway stations for laying optical fiber cable. As
of January 31, 2021, its optical fiber network covers 59,098 route kilometers and covers
5,929 railway stations across towns and cities in India. The transport network is built on
high capacity dense wavelength division multiplexing (“DWDM”) technology and an
Internet protocol/ multi-protocol label switching (“MPLS”) network over it to support
mission critical communication requirements of Indian Railways and other customers. The
Company has city wide access network that stands at over 18,000 kilometers as of
January 31, 2021. It offers high capacity bandwidth of up to 800G at 87 locations in India,
as of January 31, 2021. RailTel offers leased line and VPN facilities and also provide IP-1
services. This allows RailTel it to offer a unique proposition to telecom service providers in
India. RailTel also undertakes various ICT projects for the Indian Railways, central
government and state governments, including various train control system projects for
Indian Railways.

Diversified portfolio of services and solutions

a) Telecom Network Services - National Long Distance (“NLD”) Services
b) Telecom Infrastructure Services

c) Managed Data Center and Hosting Services

d) Projects (System Integration Services)

The Company offers a diversified portfolio of ICT services and solutions including MPLS-
VPN, leased lines services, TPaaS, eOffice services and data center services, large network
hardware system integration, software and digital services. In addition to laying optical
fiber cable network, its transport network is built on high capacity DWDM and an IP/
MPLS network over it to support communication requirements of the Indian Railways and
other key customers. The Company has also built its optical fiber cable network across
cities and towns in India to provide end-to-end bandwidth services through leased
circuits, MPLS-VPN ports or Internet bandwidth ports. The Company has also entered
into agreements with telecom companies and MSOs to lease bandwidth and offer last
mile optical fiber cable network connectivity across cities and towns in India.

Key partner to Railways in digital transformation

RailTel serve as a key network for the Indian Railways (Source: CRISIL Report). They
provide a variety of services to the Indian Railways and have implemented MPLS data
network for integrated payroll and accounting system, unreserved ticketing system,
freight operations information system and coaching operations information systems. As
of December 31, 2020, their MPLS-VPN for railways intranet aggregated to over 74.7 Gbps
capacity and Internet to over 25.06 Gbps capacity. The company focuses on expanding its
network and data centre services. It is working with the Railways on major projects
including LTE network, high-speed mobile corridor, and live feed video surveillance. The
company is responsible for upgradation of RailNet over a WAN by providing centralized
mailing system and security systems through the supply, installation and commissioning
of IP-MPLS network at divisions, zones, production units and central training units of the
Indian Railways. The company is also working with the Indian Railways to transform
railway stations into digital hubs by providing public Wi-Fi at railway stations across India.

Consistent record of financial performance
The Company has been profitable since FYO7 and has consistently declared and paid
dividends since FY08. The Company’s net profit margin of 12.50 percent in FY20 was the
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Particulars H1FY21 FY20 FY19 Fy18
(Rs. crores)

Net Sales 537 1,128 1,003 977
EBITDA 130 334 302 264
EBITDA (%) 24.2 29.6 30.1 27.0
Profit after tax 46 141 135.4 134
PAT margin (%) 8.5 125 135 13.7
Equity share cap. 320.9 320.9 320.9 320.9
Networth 1,395 1,369 1,289 1,229
Post IPO EPS (Rs.) 1.4 4.40 4.22 4.18
P/E (X) - 21.4 22.3 225
P/BV (X) - 2.2 2.3 25
ROE (%) - 10.3 10.5 10.9
WC cycle (days) - 42 70 73

Source: RHP, # denotes P/E and ROE on annualised H1FY21 numbers

highest among the Key Telecom Companies and Key IT/ICT Companies in India
and was 8.48 percent in H1FY21. The Company’s EBITDA margin was the
highest among the key IT/ICT Companies in India in Fiscal 2020 (Source: CRISIL
Report).

Investment recommendation and rationale

At the upper end of the price band of Rs. 94, the Company's IPO is
valued at P/E of 21x on FY20 EPS which is decent and P/E of 34x on
annualised H1FY21 EPS which looks fairly valued. The Company is
expected to enjoy premium post listing owing to absence of major
players in the listed space. We recommend "SUBSCRIBE" to the
issue due to the following factors: a) Company among the largest
neutral telecom infrastructure providers in India with pan-India
optic fiber network, b) diversified portfolio of services and
solutions, c) As of January 31, 2021, RailTel had exclusive right of
way along 67,415 route kilometers connecting 7,321 railway
stations for laying optical fiber cable, d) key partner to the Indian
Railways in digital transformation and It is working with the
Railways on major projects including LTE network, high-speed
mobile corridor, and live feed video surveillance, e) experience in
executing projects of national importance with a robust pipeline of
projects, f) strong track record of financial performance,
g) professionally managed with strong corporate governance and
senior management team with significant industry experience,
h) debt free Company with positive operating cashflow, low
working capital cycle and strong return ratios.
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Objects of the issue

1) To carry out the disinvestment of 87,153,369 Equity Shares by the Selling Shareholder - by the President of India, acting through

the Ministry of Railways, Government of India aggregating to Rs. 819.24 crores

2) To achieve the benefits of listing the Equity Shares on the Stock Exchanges.

3) Since the Offer is an offer for sale and the company will not receive any proceeds from the Offer, the company is not required to
appoint a monitoring agency for the Offer.
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Disclaimer

Ajcon Global Services Limited is a fully integrated investment banking, merchant banking, corporate advisory, stock
broking, commodity and currency broking. Ajcon Global Services Limited research analysts responsible for the preparation
of the research report may interact with trading desk personnel, sales personnel and other parties for gathering, applying
and interpreting information.

Ajcon Global Services Limited is a SEBI registered Research Analyst entity bearing registration Number INHO0O0001170
under SEBI (Research Analysts) Regulations, 2014.

Individuals employed as research analyst by Ajcon Global Services Limited or their associates are not allowed to deal or
trade in securities that the research analyst recommends within thirty days before and within five days after the publication
of a research report as prescribed under SEBI Research Analyst Regulations.

Subject to the restrictions mentioned in above paragraph, We and our affliates, officers, directors, employees and their
relative may: (a) from time to time, have long or short positions acting as a principal in, and buy or sell the securities or
derivatives thereof, of Company mentioned herein or (b) be engaged in any other transaction involving such securities and
earn brokerage.

Ajcon Global Services Limited or its associates may have commercial transactions with the Company mentioned in the
research report with respect to advisory services.

The information and opinions in this report have been prepared by Ajcon Global Services Limited and are subject to change
without any notice. The report and information contained herein is strictly confidential and meant solely for the selected
recipient and may not be altered in any way, transmitted to, copied or distributed, in part or in whole, to any other person
or to the media or reproduced in any form, without prior written consent of Ajcon Global Services Limited While we would
endeavour to update the information herein on a reasonable basis, Ajcon Global Services Limited is under no obligation to
update or keep the information current. Also, there may be regulatory, compliance or other reasons that may prevent Ajcon
Global Services Limited from doing so. This report is based on information obtained from public sources and sources
believed to be reliable, but no independent verification has been made nor is its accuracy or completeness guaranteed. This
report and information herein is solely for informational purpose and shall not be used or considered as an offer document
or solicitation of offer to buy or sell or subscribe for securities or other financial instruments. Though disseminated to all the
customers simultaneously, not all customers may receive this report at the same time. Ajcon Global Services Limited will
not treat recipients as customers by virtue of their receiving this report. Nothing in this report constitutes investment, legal,
accounting and tax advice or a representation that any investment or strategy is suitable or appropriate to your specific
circumstances. The securities discussed and opinions expressed in this report may not be suitable for all investors, who
must make their own investment decisions, based on their own investment objectives, financial positions and needs of
specific recipient. This may not be taken in substitution for the exercise of independent judgment by any recipient. The
recipient should independently evaluate the investment risks. The value and return on investment may vary because of
changes in interest rates, foreign exchange rates or any other reason. Ajcon Global Services Limited accepts no liabilities
whatsoever for any loss or damage of any kind arising out of the use of this report. Past performance is not necessarily a
guide to future performance. Investors are advised to see Risk Disclosure Document to understand the risks associated
before investing in the securities markets. 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. Ajcon Global Services Limited or its
associates might have managed or co-managed public offering of securities for the subject company or might have been
mandated by the subject company for any other assignment in the past twelve months.

Ajcon Global Services Limited encourages independence in research report preparation and strives to minimize conflict in
preparation of research report. Ajcon Global Services Limited or its analysts did not receive any compensation or other
benefits from the companies mentioned in the report or third party in connection with preparation of the research report.
Accordingly, neither Ajcon Global Services Limited nor Research Analysts have any material conflict of interest at the time of
publication of this report.

It is confirmed that Akash Jain — MBA (Financial Markets) or any other Research Analysts of this report has not received any
compensation from the company mentioned in the report in the preceding twelve months. Compensation of our Research
Analysts is not based on any specific merchant banking, investment banking or brokerage service transactions.

Ajcon Global Services Limited or its subsidiaries collectively or Directors including their relatives, Research Analysts, do not
own 1% or more of the equity securities of the Company mentioned in the report as of the last day of the month preceding
the publication of the research report.
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It is confirmed that Akash Jain — MBA (Financial Markets) research analyst or any other Research Analysts of Ajcon Global

do not serve as an officer, director or employee of the companies mentioned in the report.

Ajcon Global Services Limited may have issued other reports that are inconsistent with and reach different conclusion from
the information presented in this report. Neither the Research Analysts nor Ajcon Global Services Limited have been
engaged in market making activity for the companies mentioned in the report.

We submit that no material disciplinary action has been taken on Ajcon Global Services Limited by any Regulatory Authority
impacting Equity Research Analysis activities.

Analyst Certification

I, Akash Jain MBA (Financial Markets), research analyst, author and the names subscribed to this report, hereby certify that
all of the views expressed in this research report accurately reflect our views about the subject issuer(s) or securities. | also
certify that no part of compensation was, is, or will be directly or indirectly related to the specific recommendation(s) or
view (s) in this report.

For research related queries contact:

Mr. Akash Jain — Vice President (Research) at research@ajcon.net

CIN: L74140MH1986PLC041941

SEBI registration Number: INHO00001170 as per SEBI (Research Analysts) Regulations, 2014.
Website: www.ajcononline.com

Registered and Corporate office

408 - (4th Floor), Express Zone, “A” Wing, Cello — Sonal Realty, Near Oberoi Mall and Patel's, Western Express Highway,
Goregaon (East), Mumbai — 400063. Tel: 91-22-67160400, Fax: 022-28722062
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