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Founded in 2002, Ceigall India Limited (the company) is an infrastructure
construction company with expertise in specialized structural projects, including
elevated roads, flyovers, bridges, railway overpasses, tunnels, highways,

expressways, and runways. By July 2024, the company completed over 34 road and
highway projects. These projects include 16 EPC projects, one HAM project, five
O&M projects, and 12 Item Rate Projects. The company has 18 ongoing projects,
including 13 EPC projects and five HAM projects. The company has presence in 10
states like Punjab, Haryana, Rajasthan, Uttar Pradesh, etc.

Details of the Issue:

The company proposes to utilize the Net Proceeds towards funding the following
objects:

e  Purchase of equipment = Approx. 99.789 crores;

e Repayment of certain borrowings = Approx. 413.4 crores and

e General corporate purposes

Investment Rationale:

e Asset light model

e Strong financials and track record of growth
e  Strong industry growth

Valuation and Recommendation:-

The company has shown strong track record of revenue, EBITDA and PAT growth in
the past. Because of the company’s asset light model the company has been able to
generate high ROCE and ROE as compared to industry average. The company’s debt-
equity is reasonable at 0.7x and is expected to further reduce because of the
repayment of certain borrowings from the IPO proceeds. The infrastructure industry
in India is expected to grow for the foreseeable future given the central
government’s continuous and consistent focus on capital expenditure and
infrastructure.

The P/E multiple for Ceigall at 22x is at a premium to industry average of 18x. The
company deserves to trade at a premium to peers on the back of strong growth
track record and higher ROCE. We believe Ceigall will sustain its premium
valuations and thus recommend a ‘SUBSCRIBE’ to the issue.

Financials FY22 FY23 FY24
Net Revenues 1,134 2,068 3,029
Growth (%) 82.4% 46.5%
EBITDA 186 296 518
E/IB;;ﬁ (%) 16.4% 14.3% 17.1%
PBT 169 225 405
Adjusted PAT 126 167 306
EPS 7.23 9.60 17.57
ROCE 29.9% 28.7% 32.1%
EV/Sales 6.4 3.5 2.4
EV/EBITDA 39.1 24.6 14.0
P/E 55.5 41.8 22.8
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Company Background

The company is an infrastructure construction company with experience in undertaking specialized structural work such as
elevated roads, flyovers, bridges, railway over bridges, tunnels, highways, expressways and runways. It was incorporated in July
2002 and since then, it has gradually increased its execution capabilities in terms of size of the projects. It is one of the fastest
growing engineering, procurement and construction (“EPC”) company in terms of three-year revenue CAGR as of Fiscal 2024,
among the companies with a turnover of over Rs. 1000 crores in Fiscal 2024 with over 20 years of experience in the industry. It
has achieved one of the highest year-on-year revenue growth of approximately 43.10% in Fiscal 2024 among the peers.

Over the last two decades, the company has transitioned from a small construction company to an established EPC player,
demonstrating expertise in the design and construction of various road and highway projects including specialised structures
across 10 states in India. Its principal business operations are broadly divided into EPC projects and hybrid annuity model
(“HAM”) projects, which are spread over ten states in India.

As on July 2024, the company is eligible to bid for single NHAI EPC projects up to a value of Rs. 5700 crore and for single NHAI
HAM projects up to a value of Rs. 5500 crore. As on July 2024, it has been empanelled to participate with the Delhi Metro Rail
Corporation Limited in its upcoming tenders involving inter alia construction of railways, mega bridges and tunnels in India and
abroad and also with a public sector undertaking for highways, bridges and tunnel construction work in north-eastern states of
India, and such empanelment is mutually extendable.

As on July 2024, the company has completed over 34 projects, including 16 EPC, one HAM, five O&M and 12 Item Rate Projects,
in the roads and highways sector. Currently, it has 18 ongoing projects, including 13 EPC projects and five HAM projects which
includes elevated corridors, bridges, flyovers, rail over-bridges, tunnels, expressway, runway, metro projects and multi-lane
highways. In addition to undertaking operation and maintenance (“O&M”) activities in accordance with its contractual
obligations under the EPC/HAM concession agreements, it has also undertaken independent O&M projects. Further, it has also
undertaken in the past and continue to undertake sub-contracting projects.

The company’s order book, as on June 30, 2024 and Fiscals 2024, 2023 and 2022, amounted to Rs. 9470.84 cr, Rs. 9225.78 cr,
Rs. 10809.04 cr and Rs. 6346.13 cr, respectively. As on June 30, 2024, projects awarded by NHAI contributed 80.31% to its order
book. Its other public sector clients include Indian Railway Construction International Limited (“IRCON”), Military Engineer
Services (“MES”) and Bihar State Road Development Corporation Limited (“BSRDCL”). Its Book to Bill Ratio as of Fiscals ended
March 31, 2024, March 31, 2023 and March 31, 2022 was 3.05, 5.23 and 5.60 times, respectively.

The company has a successful track-record in executing projects of different sizes ranging from 20.42 lane km to 260.00 lane km
in terms of length. As on March 31, 2024, it has constructed over 1,739.88 lane kms of roads and highways, which also includes
specialized structures such as elevated roads, flyovers, bridges, railway over bridges, tunnels, highways, expressways and
runways. As on March 31, 2024, it has 1,488.17 lane kms of ongoing projects. As on March 31, 2024, it has completed 2,158.72
lane kms of O&M projects.

The following table sets forth the revenue from EPC, HAM and O&M projects for the periods indicated below: (Rs. In crores)

Sr. No. Particulars Fiscal 2024 % of total Fiscal 2023 % of total Fiscal 2022 % of total
revenue revenue revenue

1. EPC 2025.33 66.05% 1645.82 78.86% 847.97 73.96%

2. HAM 807.52 26.34% 360.79 17.28% 264.07 23.03%

3. Oo&M 9.71 0.32% 8.88 0.43% 5.31 0.46%

Total 2842.56 92.71% 2015.49 96.57% 1117.35 97.45%
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Below is a graphical presentation of its geographical presence across various states in India:
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Investment Rationale
Asset light model

The Company on a routine basis invests a minimum amount on its machinery vertical, some of which are under buyback
arrangements i.e., the right of the company to return the asset to the vendor after a specified period at a pre-defined amount,
pursuant to the terms and conditions in their agreements. This enables it to avoid blockage of its capital in fixed assets and
ensure availability of effective machinery with it for speedy execution of its projects. This reduces the fixed capital requirement
and higher capital efficiency. Hence, its Asset Turnover is significantly higher at 1.9x than industry average of 1x. This has led to
higher ROCE of 32% being generated by the company against an industry average of 21%.
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Source: Company Data, NBRR Source: Company Data, NBRR
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Strong financials and track record of growth

The Company has grown its revenue at a CAGR of 63.43% from FY22 to FY24. The company’s PAT in the same period has grown
at a CAGR of 55.84%. The company’s EBITDA margins are decent at 17%. The company has a very high asset turnover of 1.9x as
compared to industry average of 1x. The company has strong ROE’s and ROCE’s at 33.6% and 32.1% respectively. The company
has strong order book and good execution capabilities.

Strong industry growth

The Indian infrastructure sector plays a major role with around 3% contribution to GDP as on FY23. CareEdge estimates India’s
infrastructure industry investments of Rs. 52,962 billion between FY24-FY28. India’s economic growth is fueled by a diverse
range of sectors, of which infrastructure is a vital sector. In recent years, the government has taken several steps to accelerate
infrastructure development, wherein, the key focus areas are transportation, energy, smart cities, water, social infrastructure,
and digital infrastructure. There have also been efforts to attract foreign investors in the infrastructure sector through policy
reforms. The following graph shows continued investment in infrastructure in India:
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Sowrce: Carvlidge Research

One of the key drivers for economic growth is the increased infrastructure investment thrust by the government. In the Union
Budget 2024-25, the government continued its focus on infrastructure development with budget estimates of capital
expenditure toward the infrastructure sector of Rs. 11,111 Billion.

Risks and concerns

=  The business is primarily dependent on contracts awarded by governmental authorities. As on June 30, 2024, the NHAI
projects awarded to the constituted 80.31% of its Order Book, while the remaining 19.69% of its Order Book was from
contracts with other central, state governmental and local departments. Any adverse changes in the central, state or local
government policies may lead to its contracts being foreclosed, terminated, restructured or renegotiated, which may have a
material effect on its business, profitability and results of operations.

= Delays in the completion of construction of ongoing projects could lead to termination of its contracts or cost overruns or

claims for damages, which could have an adverse effect on its cash flows, business, results of operations and financial
condition.
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Valuation and Recommendation

The company has shown strong track record of revenue, EBITDA and PAT growth in the past. Because of the company’s asset
light model the company has been able to generate high ROCE and ROE as compared to industry average. The company’s debt-
equity is reasonable at 0.7x and is expected to further reduce because of the repayment of certain borrowings from the IPO
proceeds. The infrastructure industry in India is expected to grow for the foreseeable future given the central government’s
continuous and consistent focus on capital expenditure and infrastructure.

The P/E multiple for Ceigall at 22x is at a premium to industry average of 18x. The company deserves to trade at a premium
to peers on the back of strong growth track record and higher ROCE. We believe Ceigall will sustain its premium valuations

and thus recommend a ‘SUBSCRIBE’ to the issue.

Peer Comparison

FY24 Figures (Standalone) KNR \[ HG Avg Ceigall
Revenue 4,091 7,699 5,122 3,029
CAGR (FY22-FY24) 12% 11% 19% 14% 63%
EBITDA Margin 17.0% 17.0% 16.0% 16.7% 17.1%
Asset Turns (x) 1.0 1.1 1.3 1.1 1.9
ROCE 25% 16% 24% 22% 32%
Cash Conversion Cycle 43 57 -4 32 25
TTM PE 20.4 14.3 19.1 17.9 22.0
Order Book (Rs. In crore) 5304.8 20400.0 12434.0 9470.8
Order Book to Sales ratio 13 2.6 24 2.1 3.1

Source: Company data, NBRR
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Financials
Ceigall India Limited
Consolidated Nos
P&L (Rs. Cr) FY22 FY23 FY24
Net Revenue 1,134 2,068 3,029
% Growth 82% 46%
Cost of Materials Consumed 411 687 1,053
% of Revenues 36.3% 33.2% 34.8%
Cost of Construction 460 987 1,298
% of Revenues 40.6% 47.7% 42.8%
Employee Cost 25 30 62
% of Revenues 2.2% 1.4% 2.0%
Other expenses 51 68 99
% of Revenues 4.5% 3.3% 3.3%
EBITDA 186 296 518
EBITDA Margin 16.4% 14.3% 17.1%
Depreciation 19 38 55
Other Income 13 19 37
Interest 11 52 94
PBT 169 225 405
Tax 44 58 101
Tax rate 26% 26% 25%
PAT (norm. Tax) 126 167 304
% Growth 33% 82%
Less: Minority Interest 0 0 -2
Adj. PAT 126 167 306
% Growth 33% 83%
EPS (Post Issue) 7.23 9.60 17.57
Ratios & Others FY22 FY23 FY24
Debt / Equity 0.4 0.6 0.7
EBITDA Margin (%) 16.4% 143% 17.1%
PAT Margin (%) 11.1% 8.1% 10.0%
ROE (%) 29.2% 28.2% 33.6%
ROCE (%) 299% 28.7% 32.1%
Turnover Ratios FY22 FY23 FY24
Debtors Days 31 56 52
Inventory Days 12 19 14
Creditor Days 18 63 41
Asset Turnover (x) 1.9 2.1 1.9
Valuation Ratios FY22 FY23 FY24
Price/Earnings (x) 55.5 41.8 22.8
EV/EBITDA (x) 39.1 24.6 14.0
EV/Sales (x) 6.4 3.5 2.4
Price/BV (x) 16.2 11.8 7.7

Balance Sheet (Rs. Cr) FY22 FY23 FY24
Share Capital 39 39 79
Other Equity 392 554 809
Minority Interest 19
Networth 431 593 906
Total Loans 170 370 652
Other non-curr liab. 2 2 4
Contract Liabilities 71 88 148
Trade payable 57 359 344
Other Current Liab 228 415 539
Total Equity & Liab. 959 1,828 2,592
Property, Plant and Equipment 126 246 296
CWIP 4 2 2
Other Intangible assets / Right of ( 0 3 5
Non Currrent Financial assets 30 17 40
Other non Curr. assets 133 295 679
Inventories 39 107 118
Contract Assets 94.07 305.02 402.84
cash and cash equivalents 192 361 368
Investments+loans 71 22 0
Trade receivables(debtor) 96 316 430
Other Current assets 176 154 251
Total Assets 959 1,828 2,592
Cash Flow (Rs. Cr) FY22 FY23 FY24
Profit Before Tax 169 225 405
Provisions & Others 18 75 117
Op. profit before WC 188 300 523
Changein WC -275 -309 -625
Less: Tax 47 64 109
CF from operations -135 -73  -211
Purchase/Sale of fixed assets -80 -156 -106
Sale/Purchase of Investments -56 50 30
Loans given and other items -37.06 -38.71 16.399
Interest, dividend and other inc 9 11 22
CF from Investing -164  -134 -38
Repayment towards Lease Liab -0 -0
Net Proceeds/Repayment of Borroy 287 224 489
(Repayment)/ proc current debt 34 160 -128
interest, div paid & others -11 -58 -86
CF from Financing 310 326 275
Net Change in cash 11 119 26
Cash & Bank at beginning 86 97 217
Cash & Bank atend 97 217 243

Source: Company Data, NBRR
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Disclosure:

Research Reports that are published by Nirmal Bang Securities Private Limited (hereinafter referred to as “NBSPL”) are for
private circulation only. 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, BSE
Limited, Metropolitan Stock Exchange of India Limited, Multi Commaodity Exchange of India Limited and , National Commaodity
and Derivative Exchange Limited in Capital Market , Equity and Commodities derivatives segments and Currency Derivatives
Segment .

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.

|PO NOTE

NBSPL or its associates have not been debarred / suspended by SEBI or any other regulatory authority for accessing /
dealing in securities Market since last 20 years. NBSPL, its associates or analyst or his relatives do not hold any financial
interest (Except Investment) 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 may or may 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. NBSPL / analyst has not been engaged in
market making activity of the subject company.

Analyst Certification: The research analysts and authors of these reports, 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 car to achieve and maintain independence and objectivity in making any
recommendation.
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Disclaimer:

The Research Report is for the personal information of the authorized recipient and does not construe to be any investment, legal
or taxation advice. NBSPL is not soliciting any action based upon it. Nothing in the research report 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 the
research report, we did not take into account the investment objectives, financial situation and particular needs of the reader.

The research report 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 the research report in any way. Though disseminated to all the customers simultaneously, not all
customers may receive the research report at the same time. NBSPL will not treat recipients as customers by virtue of their
receiving the research report. The research 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 the research 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, fithess for a particular purpose, and
non-infringement. The recipients of the research 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 research report, 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 the research
report and/or further communication in relation to the research report. 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
the research report.

Copyright of this document vests exclusively with NBSPL.

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

Registration granted by SEBI and certification from NISM in no way guarantee performance of NBSPL or provide any assurance of
returns to investors.

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 6723 8000/8001
Fax. : 022 6723 8010
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