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Type of Issue [ Train Control & Signaling business to define future growth...SUBSCRIBE

Fresh Issue 2,900 Company Overview:

Offer for sale =

Total 2,900 | * Quadrant Future Tek is primarily into manufacturing and supply of specialty cables used in Railways rolling stock
Post issue mkt cap* 11,600 and Naval (Defence) industry. Apart from this, they also manufacture and supply Solar and EV cables.

Lot si 50 shares
*:t jze orice Band e Under Specialty Cables, they manufacture and supply single/multi core control & power cables, signaling cables,

pper Price ban . , . .
Issue Break-Up cables for locomotives and EMU’s as well as single/multi core, screened/un-screened and power cables for Naval
Reservation for % of Issue ShipS.
1B 75% . . . .

S” 15% e As on September 30, 2024, for the Specialty Cable division, the Company had an installed capacity of 1,887.60
Retail 10% metric tonnes which operated at an average capacity utilization of 50-55% over FY22-24.

T°al " — 10% ¢ Sector-wise, under Specialty Cable division, Indian Railways majorly contributes revenue with over 90% of reve-
Indicative Offer Timeline Indicative Date

Bid/Offer Opening Date 07 Jan, 2025 nue, and the rest comes from Naval under defence.

Bid/Offer Closing Date 09Jan, 2025 | , They have also ventured into the development of new generation Train Control and Signalling Systems under
Finalization of the Basis of Allotment 10 Jan, 2025 KAVACH Proiect of the Indian Railwavs

Credit of shares 13 Jan, 2025 ) ys.

Listing Date 14 Jan, 2025 | o The Train Collision Avoidance System (KAVACH equipment) developed by the company have been accorded pro-
Use of Proceeds i L to-type approval by Indian Railways / RDSO. The indigenously developed TCAS is compatible to the LTE network
Working capital requirement of

1,497 technology.

Specialty Cable Division

Capex for Electronic Interlocking saa | * Post development they were also accorded technical clearance from Indian Railway / RDSO to deploy TCAS on

System . _ stretch of 43.6km at Moula-Ali — Raghunathapalli section of South-Central Railway covering 5 station and 10
Payment of working capital term loan 236 .
General Corporate Purpose train sets.
¢ Quadrant Future Tek is one the few manufacturers approved by RDSO, DGQA, and Indian Register of Shipping.
Manager Sundae Capital Advisors
Registrar Link Intime India Valuation and Outlook: At an upper price band of Rs 290, Quadrant Future Tek is valued at an EV/EBITDA of 33.9x
which is undervalued in comparison to 39x of Polycab (Specialty Cable) and ~36x of HBL Engineering (TCAS) on FY24
basis. Over FY22-24, the company recorded Rev/EBITDA/PAT CAGR of 21%/97%/175%. Till date, the company has
primarily generated revenue through its Specialty Cables division. Further, their indigenously designed and devel-
oped TCAS (KAVACH System) has received necessary approval from Indian Railway / RDSO to be deployed and ac-
cordingly the company has attracted orders worth Rs 168.6mn (5 stations and 10 train sets) and Rs 9,786.06mn
Onkar Kelji Kartikey Kashyape (1200 locomotives) from CLW under India Railway. In addition to this, they also intend to develop electronic inter-
Research Analyst Research Associate locking system by utilizing IPO proceeds. Their MoU with RailTel also boost their ability to secure TCAS orders from
onkark(@indsec.co.in artikeyk (@indsec.co.in . . . “« e .
karkltind kartikeyk@ind Indian Railways. We thereby assign “Subscribe” rating to the IPO.
+91 22 61146103 +91 22 61146111
Source: RHP JANUARY 07, 2025
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Holding (%) Issue Structure (Rs. Mn) Floor Cap
Shareholding Pattern
Pre Issue Post Issue* Net Offer 2,900 2,900
Promoters & Promoter Group 93.3 70.0 QIB Portion (50% of Offer) 2,175 2,175
Others/Public 6.7 30.0 Non Institutional portion (15% of Offer) 435 435
Total 100.0 100.0 Retail portion (35% of Offer) 290 290

* At upper price band

Key Financial Summary (Rs. Mn) FY22 FY23 FY24 H1FY25
Revenue 1,043 1,528 1,518 651
EBITDA 95 264 366 8
EBITDA margin (%) 9.1% 17.3% 24.1% 1.3%
Adj. PAT 19 139 147 -121
Adj. PAT margin (%) 1.9% 9.1% 9.7% -18.6%
EPS (Adj for issue) 0.5 3.5 3.7 -3.0

Source: RHP
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Quadrant Future Tek Ltd.

Financials vs Peers

FY22-24

evenue evenue I
Rs Bn | PAT

Quadrant Future Tek Ltd 12 20.6% 96.5% | 1752% | 1,518 | 333% | 15.8% | 33. 79.0
Listed Peers

Polycab India Ltd 1,063 21.6% 40.3% 45.7% 1,80,394 21.8% | 29.0% 39.1 55.8

Apar Industries Ltd 455 31.7% 64.7% 80.7% 1,61,530 21.3% | 34.7% 17.6 32.5

HBL Engineering Ltd (Erstwhile HBL Power System) 168 34.4% 74.4% 87.1% 22,334 25.4% | 31.8% 35.8 53.1

Kernex Micro Systems Ltd 22 69.0% NA NA 196 -24.8% | -22.7% NA NA
Average 30.8 47.1

Key Risks:

o Dependent on Single manufacturing facility: Its single manufacturing facility situated in Basma, Mohali, Punjab undertakes manufacturing and supply of Spe-
cialty Cables and Train Control & Signaling systems. Further, high capex equipment like Electron Beam Accelerator and polymer compounding line currently do
not have backup. Any breakdown or failure of equipment and performance below expected levels of output could adversely affect its production performance.

¢ High Dependence on top 5 customers: The company primarily generates revenue through its specialty cable division, as revenue from Train Control & Signaling
Division is yet to materialize. On an average, Top five customer and Top customer contributes over 75% and 49% of its revenue respectively. Agreements with
any of its customers are not long term in nature, and orders secured are subject to termination. Any delay, cancellation or failure to secure orders in the future
could adversely impact business performance.

e Raw Material Price risk: The company procure copper, tin, polymers and fillers both from domestic and international suppliers. Prices of these raw materials
are dependent on demand and supply of commodity, international metal prices and governmental regulations. These subject the company to price fluctuation.
Further, the company do not use financial instruments to hedge against price fluctuation.

¢ High working capital requirement risk: The company requires to furnish bank guarantees for orders awarded or deduction of retention money from amount
receivable, to finance inventory amongst others. Financing secured at unfavorable terms or inability to service debt due to high debt obligation could materially
affect the company’s operation, financial condition and cash flows.

o Related Party Transaction: Over FY22-24, sale of transaction to related party constituted around 20-34% of revenue. Also, in H1FY25, it contributed ~44% of
revenue from operations. Related party transaction is subject to conflict of interest, which could be detrimental to business functioning.

¢ Criminal Case pending against One of its Promoter: Aikjot Singh, one of its promoters is involved in criminal case pertaining to accidental death of two person.
Accordingly, nine cases are pending against the promoter before High Court. This could lead to negative publicity and increase in legal cost impacting business
and operations.

Source: RHP Page 3
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Quadrant Future Tek Ltd.

Strengths:

= In-house technological development capabilities for building Automatic Train Protection System (ATPS): The company has in-house capabilities including
domain expertise of signalling and train controls, product engineering, and safety critical system engineering for end-to-end development of Automatic Train
Protection System (ATPS). The Train Control System designed and developed by the company is in line with CENELEC Standards.

= Exclusive MoU with RailTel Corporation of India: The company entered a Memorandum of Understanding with RailTel Corp., Government of India undertak-
ing, for defining framework with respect to exploring opportunities and expansion of KAVACH as a means of ATPS. The MoU will enable the company to supply
and implement KAVACH equipment to RailTel as an OEM in domestic and international markets. Furthermore, RailTel will lead the engagement with the Indi-
an Railways and railways of other countries while Quadrant will work on implementation, maintenance, and upgradations per the requirement.

= Providing Rail Signaling Products and Solutions: The company have designed, developed and engineered the software for Train Collision Avoidance System in
-house with a focus on performance, reliability and autonomy and in line with the needs of Indian Railways. Railway Signalling & Embedded System Design
centre focuses on the development of product, solutions with latest technology, understanding the expectations of RDSO on Automatic Train Protection sys-
tems. Their integrated operations i.e., from design and development to manufacturing, assembly and testing and to providing software solutions enables the
company to meet client’s requirement.

= Manufacturing cables for multiple industries: The company manufactures cables which meet stringent quality requirements and are used across multiple in-
dustries including railways, naval defense, renewable energy, and electric vehicle. The wires are equipped with Electron beam (E-beam) technology increases
the strength, improves tensile strength, reduces flame spreading and smoke in case of fire, doesn’t affect performance at elevated temperatures and prevents
short circuit.

= Manufacturing diverse power and control cables: The company is one the few manufacturers approved by RDSO, DGQA, and Indian Register of Shipping.
They manufacture and supply single/multi core control & power cables, signaling cables, cables for locomotives and EMU’s as well as single/multi core,
screened/un-screened and power cables for Naval ships. All activities, from sourcing raw material to bunching and stranding, insulation, armoring, sheathing,
and packing of the wires and cables is carried out in-house. As of 30th September 2024, the company’s installed capacity of Specialty cables is 1,888 MTPA.

= Catering specialty cables to OEMs in sectors with high global market penetration: With increasing demand for EV and shift towards renewable energy
sources, Quadrant is equipped with catering to both the industries with its multipurpose specialty cables. Being lightweight with high tensile strength and
working efficiently in extreme temperatures, the cables are an idle choice for both the industries having high potential for expanding global penetration.

Source: RHP Page 4
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Quadrant Future Tek Ltd.

Strategies:

= New product development through Research & Development: As is the case the technology industry keeps evolving with new products. Accordingly, the
company intend to continuously invest in research, design, and innovation to build safer, valuable, cost-effective solutions for their customers.

= Expansion of business to other areas of Automatic Train Protection and railway safety: The train control and signaling division primarily consists of three
parts, namely, Train Collision Avoidance System, Electronic Interlocking System and Multi Section Digital Axle Counter. Presently the company has developed
solution for Train Collision Avoidance System. They now plan to extend their business operations to also involve products under Electronic Interlocking Sys-
tem and Multi Section Digital Axle Counter.

= Continue to grow revenue share from non-promoter group client: The revenue that the company derived from non-Promoter Group clients has increased to
83.65% of the total revenue from operations in FY24 from 65.81% in FY22. Non-Promoter Group clients constituted 62.99% of their total revenue from opera-
tions for H1FY25. They plan to continue to focus on increasing revenue share from non-Promoter Group clients by increasing their customer base and widen-
ing the scope of industry in which they operate and acquire new customers.

= Expansion of cable business in new sectors: Electron Beam Cross Linked cables provides excellent fluid / oil / moisture resistance properties which creates
increased stability at higher temperatures. Due to these properties, the usage of Speciality cables is expanding to various other industries with increased de-
mand from aerospace, aviation, solar & wind energy and electric vehicles segment. The company plans to increase its focus on further niche segments of
economy with application of Speciality cables and thus build specialization in development & production of electric & control cables for such industries.

Source: RHP Page §
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Revenue from Operations (Rs. Mn) Revenue Mix by Segment
1,800 - 46.6% - 50.0% 100% A e 01% gy
i 1,528 1,518 90% -
1,600 ’ ’
\ - 40.0% 80% A 2.9%
1,400 A
70% -
1,200 1,043 - 30.0% 60% -
1,000 A 50% -
I~ 0,
800 - 20-0%‘) 40% n
o, -
600 - - 10.0% 30%
0.7% 20% 7
4007 - - 0.0% 10% 1
200 A 0% -
o0 - : : -10.0% FY22 FY23 FY24
Fy22 FY23 Fy24 M \Wires & Cables (Railways) ® Wires & Cables (Defence)
N Revenue from Operations YoY Growth Train Control & Signalling H Others

*including Canada

Source: RHP Page 6



Quadrant Future Tek Ltd.

== INDSEC

—_——

Segment-wise Capacity and Utilization

Specialty Cable FY22 FY23 FY24 H1FY25
Installed Capacity (in MTPA) 1,500.7 1,638.0 | 1,887.6 | 1,887.6
Capacity Utilization (%) 57.6 54.3 49.4 25.0*
*Not Annualized
. Station Locomotive Remote
KAVACH Equipment TCAS TCAS |Interface Unit
Installed Capacity (No of Units) 4,492 2,264 3,744
Tender Participation
Particulars FY22 FY23 FY24 H1FY25
Bids applied 718 837 819 530
Bids Awarded 155 166 196 106
Bid/Tenders Success ratio (%) 21.6 19.8 23.9 20.0
Bids Value (Rs in Mn) 11,505 10,274 7,716 10,629

Source: RHP
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Quadrant Future Tek Ltd.
Gross Profit (Rs. Mn) & Gross Profit Margin (%) EBITDA (Rs. Mn) & EBITDA Margin (%)
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Industry Overview

Indian Specialty Cables Market Size (USD million)
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Specialty Cables Market Share by Industry in CY24E

Locomotive Requirement in India
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INDSEC Rating Distribution

BUY : Expected total return of over 15% within the next 12-18 months.
HOLD : Expected total return between 0% to 15% within the next 12-18 months.
SELL : Expected total return is negative within the next 12-18 months.

NEUTRAL: No investment opinion, stock under review.

DISCLOSURE

DISCLOSURE
BUSINESS ACTIVITIES:

Indsec Securities and Finance Limited (ISFL) is a corporate member of BSE (Equity, WDM segment), of NSEIL (Equity, WDM, Futures & Options and Currency Derivative segments) and has also secured membership of the MSEI Exchange (Currency
Derivative Segment) vide registration No. INZ000236731. ISFL is an AMFI Registered Mutual Fund Advisor (MRMFA) vide Registration Number 9194. ISFL is also a Depository Participant of the National Securities Depository Limited (NSDL) and a
SEBI registered Portfolio Manager. With this setup ISFL is in a position to offer all types of services in the securities industry.

Since inception company’s focus has been on research. In view of its research capabilities ISFL focused mainly on institutional business and is today empaneled with most of the local financial institutions, insurance companies, banks and mutual
funds. ISFL has grown from being a medium size broking outfit to become one of the largest capitalized Indian broking company offering the complete range of broking services.

ISFL was incorporated on 28th July 1993 and doesn’t have any associates/ subsidiaries. ISFL is a registered Portfolio Manager under SEBI (Portfolio Managers) Regulations, 1993 vide registration No. INPO00001892.
Registration granted by SEBI and certification from NISM in no way guarantee the performance of the intermediary or provide any assurance of returns to investors.
DISCIPLINARY HISTORY:

(] No material penalties / directions have been issued by the SEBI under the securities laws, SEBI Act or Rules or Regulations made there under
®  No penalties have been imposed for any economic offence by any authority.
(] No material deficiencies in the systems and operations of the Company have been observed by any regulatory agency.

®  There are no pending material litigations or legal proceedings, findings of inspections or investigations for which action has been taken or initiated by any regulatory authority against the Company or its Directors, principal officers or em-
ployees or any person directly or indirectly connected with the Company.

DECLARATION:

(] ISFL/Research Analysts or their associates or their relatives do not have any financial interest in the subject company (ies);

. ISFL/Research Analysts or their associates or their relatives do not have actual or beneficial ownership of 1 % or more in the subject company (ies);

(] Directors may have actual or beneficial ownership of 1 % or more in the subject company (ies);

(] ISFL/Research Analysts or their associates or their relatives do not have any material conflict of interest in the subject company(ies) at the time of publication of this document;

(] ISFL has not received any compensation from the subject company (ies) in the past twelve months;

(] ISFL has not managed or co-managed public offering of securities for the subject company (ies) in the past twelve months;

(] ISFL has not received any compensation for investment banking or merchant banking or brokerage services or any other service from the subject company (ies) in the past twelve months;
(] ISFL has not received any compensation or other benefits from the subject company (ies) or third party in connection with this document;

(] None of the research analysts have served as an officer, director or employee of the subject company (ies);

(] ISFL has not been engaged in the market making activity for the subject company (ies);
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DISCLOSURE

GENERAL TERMS AND CONDITION/ DISCLAIMERS:

This document has been issued by ISFL and is for informational purposes only and is not intended as an offer or solicitation for the purchase or sale of security.

This document has been prepared and issued on the basis of publicly available information, internally developed data and other sources believed to be reliable. However, we do not guarantee its accuracy and the information may be incomplete
and condensed. Note however that, we have taken meticulous care to ensure that the facts stated are accurate and opinions given are fair and reasonable, neither the analyst nor any other employee of our company is in any way responsible for
its contents. The Company’s research department has received assistance from the subject company (ies) referred to in this document including, but not limited to, discussions with management of the subject company (ies). All opinions, projec-
tions and estimates constitute the judgment of the author as of the date of this document and these, including any other information contained in this document, are subject to change without notice. Prices and availability of financial instru-
ments also are subject to change without notice. While we would endeavor to update the information herein on reasonable basis, we are under no obligation to update or keep the information current. Also, there may be regulatory, compli-
ance, or other reasons that may prevent us from doing so.

Securities recommended in this document are subject to investment risks, including the possible loss of the principal amount invested. Any decision to purchase/sale securities mentioned in this document must take into account existing public
information on such security or any registered prospectus. The appropriateness of a particular investment, decision or strategy will depend on an investor's individual circumstances and objectives. The securities, instruments, or strategies dis-
cussed in this document may not be suitable for all investors, and certain investors may not be eligible to purchase or participate in some or all of them. Each recipient of this document should make such investigations 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).

This document 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 the company to any registration or licensing requirement within such jurisdiction. Further, this document is not directed or intended for distribution to the US taxpayers covered under
US Foreign Account Tax Compliance Act (FATCA) provisions. The securities described herein may or may not be eligible for sale in all jurisdictions or to certain category of investors. Persons in whose possession this document may come are
required to inform themselves of and to observe such restriction

This is just a suggestion and the company will not be responsible for any profit or loss arising out of the decision taken by the reader of this document. Any comments or statements made herein are those of the analyst and do not necessarily
reflect those of the company. No matter contained in this document may be reproduced or copied without the consent of the company. Any unauthorized use, duplication, redistribution or disclosure is prohibited by law and will result in prose-

cution. The information contained in this document is intended solely for the recipient and may not be further distributed by the recipient. The Company accepts no liability whatsoever for the actions of third parties.

The research analyst(s) of this document certifies that all of the views expressed in this document accurately reflect their personal views about those issuer(s) or securities. Analyst’s holding in the stocks mentioned in the Report:-NIL

Page 12



