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IPO Note Rs. 401-425 Subscribe for Long Term

Type of Issue [ Global Power electrical equipment supplier in HVYDC

Fresh Issue 2,250 Company Overview:

Offer for sale 6,337

Total 6,440 | « Quality Power Electrical Equipments provides high voltage electrical equipment and solutions for elec-
Post issue mkt cap* BeSL trical grid connectivity and energy transition globally.

Lot size 26 shares ] . . . . :
*At Upper Price Band e Their offerings include reactors, transformers, line traps, instrument transformers, capacitor banks, con-

Issue Break-Up verters, harmonic filters, and reactive power compensation systems. These equipment finds application

Reservation for % of Issue . . . . ..

Qe 0 75% in High Voltage Direct Current (HVDC) and Flexible AC Transmission Systems (FACTS) networks.

NII 15% e In 2011, Quality Power acquired 51% stake in Turkish enterprise Endoks Enerji Anonim Sirketi
Retail 10% . .. . . . . . . . .
Total 100.;) (“Endoks”) which specializes in providing energy solution in smart grid technologies and power quality
Indicative Offer Timeline Indicative Date Management.

Bid/Offer Opening Date 14 Feb, 2025 . . . - . . . . .
Bid/Offer Closing Date 18 Feb, 2025 | * They are currently operating with three manufacturing facilities, with two in India, located in Sangli, Ma-
Finalization of the Basis of Allotment 19 Feb, 2025 harashtra and Aluva, Kerala. The third facility is located in Ankara, Turkey (through acquisition of End-
Credit of shares 20 Feb, 2025 kOS)

Listing Date 21 Feb, 2025 '

Use of Proceeds WY ¢ The company also specializes in grid interconnection equipment, which addresses infrastructure and de-
Payment of purchase consideration for vices needed to connect multiple power grids or electrical systems.

acquisition of 51% stake in Mehru Elec- 1,170 . . . . . . Lo . L. .
trical and Mechanical Engineers o Quality Power caters to clients involved in the business of (i) Power transmission (ii) Power distribution
Capex 272 and (iii) Power automation. Their end user consists of power utilities, power industries and renewable
General Corporate Purpose 4t

energy entimes.

Manager Pantomath Capital Advisors e Business is heavily dependent on global operations with international business contributing
Registrar MUFG Intime India

74.3%/76.9%/80.7% to consolidated revenue over FY22/FY23/FY24.
Valuation and Outlook: At an upper price band of Rs 425, Quality Power Electricals Equipment is valued at
a FY 24 PE of 88.5x (Adj. for minority interest) and EV/EBITDA of 86.7x. Over FY22-24, the company’s Reve-
nue/EBITDA/APAT grew at a CAGR of 28.3%/27.8%/50.6% respectively. The ROCE of 15% in FY 24 remains
in line with the peer’s average. Based on the reported performance, the business seems to be growing
Onkar Kelji Kartikey Kashyape strongly, however we feel the post-IPO valuation for the company seems expensive in the current weak

Research Analyst Research Associate . . . . .
| ANAVEt . . 4 market environment. We thereby assign “Subscribe for Long-Term” rating to the issue.
onkark(@indsec.co.in kartikeyk(@indsec.co.in
+91 22 61146103 +91 22 61146111
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Quality Power Electrical Equipments Ltd.
Holding (%) Issue Structure (Rs. Mn) Floor Cap
Shareholding Pattern
Pre Issue Post Issue* Net Offer 8,229 8,587
Promoters & Promoter Group 100.0 73.9 QIB Portion (75% of Offer) 6,172 6,440
Others/Public 0.0 26.1 Non Institutional portion (15% of Offer) 823 859
Total 100.0 100.0 Retail portion (10% of Offer) 1,234 1,288
* At upper price band
Key Financial Summary (Rs. Mn) FY22 FY23 FY24 CAGR H1FY25
v ¥ (RS- (FY22-24)
Revenue 1,826 2,533 3,006 28.3% 1,557
EBITDA 232 322 378 27.8% 316
EBITDA margin (%) 12.7% 12.7% 12.6% - 20.3%
Adj. PAT 164 204 372 50.6% 332
Adj. PAT margin (%) 9.0% 8.1% 12.4% - 21.3%
EPS (Adj for issue) 2.1 2.6 4.8 50.6% 4.3

Source: RHP Page 2
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Quality Power Electrical Equipments Ltd.

Financials vs Peers

] FY22-24

EV/EBITDA
(x)

Market Cap | Revenue

EBITDA CAGR |PAT CAGR| ROE

Quality Power Electrical Equipments Ltd 32,914 28.3% 27.8% 14.6% | 24.3% | 15.0% 86.7 88.5
Listed Peers

Transformers & Rectifiers (India) Ltd 1,20,907 5.6% 34.6% 78.1% 9.3% 14.8% 41.7 75.5

Hitachi Energy India Ltd 4,81,074 17.8% 18.2% 4.2% 12.7% | 17.8% 85.0 152.0

GE Vernova T&D India Ltd 3,77,669 1.6% N/A N/A 15.7% | 23.1% 52.0 77.4

Average 59.6 101.6

Key Risks:

¢ International market exposure: The company has been consistently generating more than 75% of its total revenue from operation from international markets.
They have presence in over 100 countries. This exposes the company to geopolitical risks, trade barriers, fluctuation in currency and global supply chain issues.

¢ Dependent on HVDC and FACTS market: The company manufactures equipment for application in HVDC and FACTS. Failure or resistance in adoption in these
technologies, change in technology or change in regulatory policy related to power sector could lead to decline in revenue and inventory pile up.

o Delay, shortage, or disruption in supply of raw materials: The company follow just in time and lean operating processes for procurement of raw materials. Any
kind of delay, shortage, or disruption in the supply chain of raw materials might affect the operations, leading to penalty or cancellation of order.

¢ High capital intensive business: Capital goods supplier business requires high amount of WC capital to effectively run their business.

Source: RHP Page 3
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Quality Power Electrical Equipments Ltd.

Strengths:

= Global player capitalizing on rising shift towards renewable energy: The company has presence across 100 countries and is recognized among few global
manufacturers of critical high voltage equipment for HVDC and FACTS networks. As per Care report, the energy transition equipment and power technologies
market is poised for significant growth in the coming decades as governments and businesses around the world intensify their efforts to decarbonize the ener-
gy sector. Established position in international market, adoption of HVDC and STATCOM vital for green energy transition adds to the company’s strength to
leverage its facilities and capitalize on growth .

= Diversified global customer base with long standing relationships: As of September 30, 2024, they had 143 customers spanning across power utilities, renew-
able energy players and industries like automobiles, oil and gas industries, cement, chemical, renewables, traction & locomotives, steel & metal industries,
power utilities. The company has developed long standing relationship with most of these customers on back of quality offerings and timely delivery of its
products and services. This serves as an anchor for the company to secure new orders and drive business growth.

= Comprehensive Product Portfolio: The company provides a wide range of products, including reactors, transformers, line traps, composites, capacitor banks,
harmonic filters, SVC Systems and reactive power compensation systems. Their products are subject to quality standards and rigorous product approval sys-
tems, which acts a significant entry barrier for new players. Any change in the vendor of the product may require significant time and expense on part of the
customers, which acts an exit barrier and disincentives any such changes for them. Two decades of experience, wide product offerings and high entry barriers
further solidifies the company’s strength.

Strategies:

= Focus on growth through organic and inorganic acquisitions: The company’s strategic vision includes continued focus on organic and inorganic acquisitions
that align with their core values and business objectives. These acquisitions will be targeted towards further enhancing their technological capabilities, ex-
panding global reach, and driving innovation in key sectors such as smart industries and sustainable energy solutions.

= Focus on research and development and engineering capabilities: The company will continue to prioritize research and development alongside enhancing
engineering capabilities. Sustained R&D would enable the company to meet client specific demands and streamlining production processes will not only re-
duces costs but also enables timely delivery of products to clients.

= Expanding operating facilities and increase operating capacity: The company intends to set up a new facility for manufacturing high voltage electrical equip-
ment in Sangli, Maharashtra. This facility would enable the company to cater to the escalating demand for their products both domestically and globally.

Source: RHP Page 4



Quality Power Electrical Equipments Ltd.

Revenue from Operations (Rs. Mn)
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Quality Power Electrical Equipments Ltd.
Gross Profit (Rs. Mn) & Gross Profit Margin (%) EBITDA (Rs. Mn) & EBITDA Margin (%)
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Industry Overview
Global Electricity Transmission Sector Market ($ Mn) Global HVDC and FACTS Market ($ Mn)
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Industry Overview
Market of Instrument Transformers ($ Mn) Market of Other Instruments ($ Mn)
3,000 - 9,000 -
2,689
9 > % 9 > 7,847
CAGR 8% s 8,000 - CAGR7% 357
2,500 - — 2,318 e ERED
) 2,142 7,000 - : 6,363
1,981 5,925
2,000 - 6,000 -
5,000 -
1,500
4,000 -
1,000 3,000 -
2,000 -
500
1,000 -
0 . . 0 . . : .
2024F 2025F 2026F 2027F 2028F 2024F 2025F 2026F 2027F 2028F

Source: RHP Page 8



== INDSEC

—_——

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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== INDSEC

—_——

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 10



