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Incorporated in 1995, GR Infraprojects is an integrated road
engineering, procurement and construction (EPC) company with
experience in design and construction of various road / highway
projects across 15 states in India. It primarily operates in the road EPC
as well as HAM spheres. Over the last 25 years, GR has constructed
more than 100 projects and has built its experience in constructing
state and national highways, bridges, culverts, flyovers, airport
runways, tunnels and rail over-bridges.

Details of the Issue

The public issue consists of offer for sale worth Rs. 962 Cr constituting
the promoters (Rs. 121 Cr), Private Equity arms of Motilal Oswal (Rs.
801 Cr) and other shareholders (Rs. 40 Cr)

Investment Rationale:

e Robust execution track record.

e Strong order book provides earnings visibility; Wide geographical
presence.

e Strong sector tailwind for Roads and Highways.

e Strong financial performance; Superior
compared to peers.

operating metrics

Valuation and Recommendation

Over the years, the company successfully transformed from being a sub
contractor to a prime contractor. Over the last five years (FY16-21), GR
has demonstrated good execution skills with revenues growing at 31%
CAGR, one of the highest in the listed space. GR also commands above
average ROCE of 24% (four year avg. of 28%), while the order
book/sales is in line with industry peers at 2.6x (Rs. 19,026 Cr) which
offers strong growth visibility for coming years. On the valuation front,
at the given upper price band of Rs. 837, GR Infraprojects appears
attractive at P/E of 8.7x its FY21 EPS and EV / EBITDA of 5.8x its FYFY21
EBITDA. We recommend subscribing to the issue.

(Figures in Rs Cr)

Financial Snapshot (Standalone) FY18 FY19 FY20 Fy21

Revenues 3105 4950 6028 7244
Growth 59% 22% 20%
EBIDTA 565 1007 1241 1310
EBITDA Margins 18.2% 20.4% 20.6% 18.1%
PAT 393 596 689 781
Growth 52% 16% 13%
EPS 40.6 61.6 71.2 80.7
ROCE 25% 31% 29% 24%
ROE 26% 28% 24% 22%
EV/EBIDTA 12.7 7.0 5.7 5.8
P/E 17.3 11.4 9.9 8.7
P/BV 2.3 1.6 1.2 1.0

Source: Company data, NB Research
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Company Background

GR Infraprojects is an integrated road engineering, procurement and construction (EPC) company with experience in design
and construction of various road/highway projects across 15 states in India and has recently diversified into projects in the
railway sector as well. Its business operations are broadly divided into three categories: (i) civil construction activities, under
which it provide EPC services; (ii) development of roads, highways on a Build Operate Transfer (BOT) basis and mainly under
Hybrid Annuity Model (HAM); and (iii) manufacturing activities, under which GR processes bitumen, manufactures
thermoplastic road-marking paint, electric poles and road signage and fabricates and galvanizes metal crash barriers.

GR was incorporated in 1995 and has gradually increased its execution capabilities in terms of the size of projects. As on the
date GR has one operational road project which has been constructed and developed by it on a BOT (annuity) basis and 14
road projects which have been awarded under HAM, out of which five projects are currently operational, four projects are
under construction and construction is yet to commence on five of these projects. GR has extensive experience in
constructing state and national highways, bridges, culverts, flyovers, airport runways, tunnels and rail over-bridges.

Investment Rationale

Robust execution track record

With an experience of over 25 years and more than 100 road construction projects executed, GR has developed an
established track record of efficient project management and execution experience, involving trained and skilled manpower,
efficient deployment of equipment and an in-house integrated model.

As part of its in-house integrated model, GR has developed inhouse resources with key competencies to deliver a project from
conceptualization to completion that includes its design and engineering team, three manufacturing units at Udaipur,
Rajasthan, Guwahati, Assam and Sandila, Uttar Pradesh for processing bitumen, thermoplastic road-marking paint and road
signage and a fabrication and galvanization unit at Ahmedabad, Gujarat for manufacturing metal crash barriers and electric
poles. In addition, as of March 31, 2021, its equipment base comprised over 7,000 construction equipment and vehicles. The
inhouse integrated model reduces dependence on third party suppliers for key raw materials, construction equipment and
other products and services required in the development and construction of projects. The in-house integrated model and
efficient project execution capabilities has enabled GR to execute projects in a timely manner.

In the last three years, all projects were completed prior to or by the scheduled timelines. In addition, in FY21, FY20, and
FY19, of the total projects completed by GR, 50%, 50% and 80% of such projects were completed before the scheduled
completion date. GR has received total early completion bonus of Rs. 280 Cr till date. We believe that GR’s track record of
successfully completing complex projects in a timely manner has allowed it to grow its revenue at a CAGR of 31% over FY16-
21.

Strong order book provides earnings visibility; Wide geographical presence

As of March 31, 2021, GR had an order book of Rs. 19,026 Cr comprising of 16 EPC projects, 10 HAM projects and three other
projects. This order book translates to order book / sales of 2.6x which provides strong growth visibility over the next couple
of years. State wise order book works are as follows: UP (23%), MP (18%), Maharashtra (14%), Gujarat (13%), Bihar (12%) and
others (20%). This derisks the company from vagaries of any one particular state.
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Strong sector tailwind for Roads and Highways

Spending on road construction, which is estimated to have risen 11% in FY20, is forecast to increase 1.6 times over FY21-25
compared with FY16-20, due to the government's focus on roads, and state and national highways driven by public funds.
Under HAM, 40% of the total construction cost is paid by the government during the construction period. Private players are
struggling to infuse funds in BOT toll projects because of their highly leveraged balance sheets and the overhang of
languishing projects awarded between FY10-13. However, HAM was instrumental in attracting substantial private funds.
Introduced by the end of FY16, HAM constituted nearly 20% of the total length awarded by NHAI in FY20. As execution and
subsequent monetization of these projects picks up, private investments are expected to increase.

Strong financial performance

The significant growth of business in the last three years has contributed significantly to the financial strength. Standalone
revenue from operations increased from Rs. 4950 Cr in FY19 to Rs. 7244 Cr in FY21 at a CAGR of 21% while profits increased
from Rs. 596 Cr in FY19 to Rs. 781 Cr in FY21 at a CAGR of 14%. In addition, among the key EPC Players, GR saw the fastest

growth in revenue over a period of 5 years from FY16-21 at a CAGR of 21%.

Five year revenue CAGR (FY16-21)
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GR has above average return on capital employed (ROCE)
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Concerns

Dependence on roads; lack of diversification: GR is majorly dependent on roads for its business as opposed to other infra
companies which are also diversified into irrigation, railways, power transmission, building construction and other such areas.
Any slowdown in capex by the government in roads sector will have a direct bearing on the company and impact its financials.

Political risk & geographical concentration: In the event of a change in government at the centre, the development focus on
roads and highways as witnessed subsequent to 2014, stands a risk of getting diluted. Ad hoc cancellation of orders already
awarded by certain states (eg: A.P) in the past has had an impact on infra companies operating in that particular state. GR is
better placed on this front as its presence is diversified across states with UP constituting the maximum at 23% followed by
M.P. (18%), Maharashtra (14%), Gujarat (13%), Bihar (12%) and others (20%).

Business is subject to seasonal and other fluctuations: The business and operations may be affected by seasonal factors such
as heavy or sustained rainfalls or other extreme weather conditions such as cyclones could result in delays or disruptions to
operations during the critical periods of the projects and cause severe damages to premises and equipment. Any such
fluctuations may adversely affect the company.

Valuation and Reccomendation

We have compared GR Infraprojects to companies with dominant presence in roads and highways. We have used standalone
financials for the peer group in order to have a like to like comparison as most of them also have exposure to BOT & HAM
projects. Valuations (P/E) for all companies are arrived at after adjusting for the investments made by them in BOT/HAM

projects at book value (i.e. 1x of investments made).

Peer Comparison (FY21)

Ashoka
Figures as on FY21 Buildcon Buildcon Average GR Inra
Sales 2703 2528 4925 3818 9209 4637 7244
D/E 0.0 0.2 0.1 0.1 0.7 0.2 0.4
W.Cap. Cycle (Days) 115 37 66 142 135 99 134
Total Asset Turns 1.4 2.0 1.6 1.1 1.4 1.5 1.1
EBITDA Margins 19.9% 16.3% 13.7% 13.6% 16.0% 15.9% 18.1%
ROCE 20% 28% 21% 18% 16% 21% 24%
Op. Cash Flow (pre tax) / EBITDA
(past 4 year average) 84% 87% 97% 96% 72% 87% 65%
OB / Sales 2.6 2.8 2.4 2.1 3.0 2.6 2.6
EPS 8.7 32.4 14.1 14.5 23.4 80.7
PE (adj. for invst. In HAM) 25.5 11.2 18.5 6.9 19.9 16.4 8.7

Source: Company Data, Nirmal Bang Research

Over the years, GR company successfully transformed from being a sub contractor to a prime contractor. Over the last five
years (FY16-21), GR has demonstrated good execution skills with revenues growing at 31% CAGR, one of the highest in the
listed space. GR also commands above average ROCE of 24% (past 4 year avg. of 28%), while the order book/sales is in line
with industry peers at 2.6x (Rs. 19,026 Cr) which offers strong growth visibility in coming years. On the valuation front, at the
given upper price band of Rs. 837, GR Infraprojects appears attractive at P/E of 8.7x its FY21 EPS and EV / EBITDA of 5.8x its
FYFY21 EBITDA. We recommend subscribing to the issue.
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P&L (Rs. Cr) FY18 FY19 FY20 FY21 Balance Sheet (Rs. Cr)  FY18 FY19 FY20 FY21
Net Revenue 3105 4950 6028 7244 Share Capital 48 48 48 48
% Growth 59% 22% 20% Reserve & Surplus 1,489 2,092 2,779 3,556
Raw Materials 2319 3533 4270 5384 Networth 1,538 2,140 2,827 3,604
% of Revenues 75% 71% 71% 74% Total Loans 615 839 1,074 1,351
Employee Cost 180 347 447 455 Other non-curr liab. - - 91 88
% of Revenues 5.8% 7.0% 7.4% 6.3% Trade payable 347 519 557 728
Other expenses 41 63 70 95 Other Current Liab 443 986 642 586
% of Revenues 1.3% 1.3% 1.2% 1.3% Total Equity & Liab. 2,943 4,484 5,191 6,358
EBITDA 565 1007 1241 1310 Fixed Assets & CWIP 663 946 1,060 1,401
EBITDA Margin 18.2% 20.4% 20.6% 18.1% Investments 229 257 255 364
Depreciation 81 138 187 227 Deff Tax Assets 128 69 - -
Other Income 52 67 94 127 Current tax assets 39 49 42 20
Interest 63 106 145 140 Inventories 299 614 768 1,058
PBT 473 831 1003 1071 Other non Curr. assets 289 477 697 1,072
Tax 80 235 314 291 Cash 27 46 513 266
Tax rate 17% 28% 31% 27% Bank 210 560 327 275
PAT 393 596 689 781 Debtors 656 878 822 868
% Growth 52% 16% 13% Other Current assets 404 589 706 1,034
EPS (Post Issue) 40.6 61.6 71.2 80.7 Total Assets 2943 4,484 5,191 6,358

Cash Flow (Rs. Cr) FY18 FY19 FY20 FY21
Ratios & Others FY18 FY19 FY20 FY21 EBITDA 565 1,007 1,241 1,310
EBITDA Margin (%) 182% 20.4% 20.6% 18.1% Provisions & Others 24 11 64 15
PAT Margin (%) 12.6% 12.0% 11.4% 10.8% Op. profit before WC 589 1,018 1,306 1,326
ROE (%) 26% 28% 24% 22% Change in WC (469) (181) (299) (609)
ROCE (%) 25% 31% 29% 24% Less: Tax (124) (186) (175) (269)

CF from operations (4) 652 831 447
Turnover Ratios FY18 FY19 FY20 FY21 Addition to assets (282) (655) (284) (507)
Debtors Days 77 65 50 44 (Purchase)/Sale of invs  (363) (281) (112) (419)
Inventory Days 35 45 47 53 Interest Received 13 30 76 101
Creditor Days 41 38 34 37 CF from Investing (632) (906) (319) (826)
Asset Turnover (x) 1.1 1.1 1.2 1.1 Proceeds 280 512 564 785

Repayment (104) (166) (442) (519)
Valuation Ratios FY18  FY19  FY20  FY21 Interest Paid (50) (72)  (167) (134)
Price/Earnings (x) 17.3 11.4 9.9 8.7 CF from Financing 126 273 (45) 132
EV/EBITDA (x) 12.7 7.0 5.7 5.8 Net Change in cash (510) 19 467 (247)
EV/Sales (x) 23 1.4 1.2 1.0 Cash at beginning 537 27 46 513
Price/BV (x) 2.3 1.6 1.2 1.0 Cash at end 27 46 513 266
Source: Company Data, NBRR; *Valuation Ratios are adjusted for investments in HAM
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Disclosure:

This Report is published by Nirmal Bang Securities Private Limited (hereinafter referred to as “NBSPL”) for private circulation. NBSPL is a
registered Research Analyst under SEBI (Research Analyst) Regulations, 2014 having Registration no. INHO00001766. NBSPL is also a registered
Stock Broker with National Stock Exchange of India Limited and BSE Limited in cash and derivatives segments. It is also a registered Portfolio
Manager having registration no as INPO00002981.

NBSPL has other business divisions with independent research teams separated by Chinese walls, and therefore may, at times, have different
or contrary views on stocks and markets.

NBSPL or its associates have not been debarred / suspended by SEBI or any other regulatory authority for accessing / dealing in securities
Market. NBSPL, its associates or analyst or his relatives do not hold any financial interest in the subject company. NBSPL or its associates or
Analyst do not have any conflict or material conflict of interest at the time of publication of the research report with the subject company.
NBSPL or its associates or Analyst or his relatives hold / do not hold beneficial ownership of 1% or more in the subject company at the end of
the month immediately preceding the date of publication of this research report.

NBSPL or its associates / analyst has not received any compensation / managed or co-managed public offering of securities of the company
covered by Analyst during the past twelve months. NBSPL or its associates have not received any compensation or other benefits from the
company covered by Analyst or third party in connection with the research report. Analyst has not served as an officer, director or employee
of Subject Company and NBSPL / analyst has not been engaged in market making activity of the subject company.

Analyst Certification: |, Jehan Bhadha, the research analyst and author of this report, hereby certify that the views expressed in this research
report accurately reflects my/our personal views about the subject securities, issuers, products, sectors or industries. It is also certified that no
part of the compensation of the analyst(s) was, is, or will be directly or indirectly related to the inclusion of specific recommendations or views
in this research. The analyst(s) principally responsible for the preparation of this research report and has taken reasonable care to achieve and
maintain independence and objectivity in making any recommendations.
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Disclaimer:

This report is for the personal information of the authorized recipient and does not construe to be any investment, legal or taxation advice to
you. NBSPL is not soliciting any action based upon it. Nothing in this research shall be construed as a solicitation to buy or sell any security or
product, or to engage in or refrain from engaging in any such transaction. In preparing this research, we did not take into account the
investment objectives, financial situation and particular needs of the reader.

This research has been prepared for the general use of the clients of NBSPL and must not be copied, either in whole or in part, or distributed
or redistributed to any other person in any form. If you are not the intended recipient you must not use or disclose the information in this
research in any way. Though disseminated to all the customers simultaneously, not all customers may receive this report at the same time.
NBSPL will not treat recipients as customers by virtue of their receiving this report. This report is not directed or intended for distribution to or
use by any person or entity resident in a state, country or any jurisdiction, where such distribution, publication, availability or use would be
contrary to law, regulation or which would subject NBSPL & its group companies to registration or licensing requirements within such
jurisdictions.

The report is based on the information obtained from sources believed to be reliable, but we do not make any representation or warranty
that it is accurate, complete or up-to-date and it should not be relied upon as such. We accept no obligation to correct or update the
information or opinions in it. NBSPL or any of its affiliates or employees 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. NBSPL or any of its affiliates or employees do not
provide, at any time, any express or implied warranty of any kind, regarding any matter pertaining to this report, including without limitation
the implied warranties of merchantability, fitness for a particular purpose, and non-infringement. The recipients of this report should rely on
their own investigations.

This information is subject to change without any prior notice. NBSPL reserves its absolute discretion and right to make or refrain from making
modifications and alterations to this statement from time to time. Nevertheless, NBSPL is committed to providing independent and
transparent recommendations to its clients, and would be happy to provide information in response to specific client queries.

Before making an investment decision on the basis of this research, the reader needs to consider, with or without the assistance of an adviser,
whether the advice is appropriate in light of their particular investment needs, objectives and financial circumstances. There are risks involved
in securities trading. The price of securities can and does fluctuate, and an individual security may even become valueless. International
investors are reminded of the additional risks inherent in international investments, such as currency fluctuations and international stock
market or economic conditions, which may adversely affect the value of the investment. Opinions expressed are subject to change without
any notice. Neither the company nor the director or the employees of NBSPL accept any liability whatsoever for any direct, indirect,
consequential or other loss arising from any use of this research and/or further communication in relation to this research. Here it may be
noted that neither NBSPL, nor its directors, employees, agents or representatives shall be liable for any damages whether direct or indirect,
incidental, special or consequential including lost revenue or lost profit that may arise from or in connection with the use of the information
contained in this report.

Copyright of this document vests exclusively with NBSPL.

Our reports are also available on our website www.nirmalbang.com .

Nirmal Bang Research (Division of Nirmal Bang Securities Pvt. Ltd.)
B-2, 301/302, Marathon Innova,
Opp. Peninsula Corporate Park,
Off Ganpatrao Kadam Marg,
Lower Parel (W), Mumbai-400013
Board No. : 91 22 3926 8000/8001
Fax. : 022 3926 8010
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