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RailTel Corporation of India Ltd

Largest Neutral Telecom Infrastructure Provider

RailTel is an information and communications technology (“ICT”) infrastructure
provider and are one of the largest neutral telecom infrastructure providers in
India. Company is a Mini Ratna (Category-l) Central Public Sector Enterprise,
wholly-owned by the Government of India and under the administrative control of
the Ministry of Railways.

Positives: (a) Company is amongst the largest neutral telecom infrastructure
providers in India with pan-India optic fiber network (b) Company has a diversified
portfolio of services and solutions (c) Key partner to the Indian Railways in digital
transformation (d) Experience in executing projects of national importance with a
robust pipeline of projects (e) Professionally managed with strong corporate
governance and senior management team with significant industry experience.

Investment concerns: (a) The telecommunications industry in India is highly
regulated and changes in laws, regulations or governmental policy could
potentially adversely affect the business, prospects, financial condition, cash flows
and results of operations (b) Company is dependent on and derive a substantial
portion of their revenue from PSU customers, the Indian Railways and other Gol
entities as well as State Governments (c) Not updated with technological changes.

Outlook & Valuation: Company is going to play a key role in digital transformation
of Indian Railways. Company’s margins & return ratios are better compared to
other telecom players in India. Company also has a strong financial position (debt
free) and has been consistently paying dividends since 2008. There are no listed
peers for the Company. Company has priced its issue at 21.4x PE on a FY20
trailing basis, which is quite reasonable by looking at the strong future growth rates
of the Company. We expect a good listing for the Company. We are positive on the
long term prospects of the industry as well the Company, we recommend
"SUBSCRIBE" to the RailTel IPO for long term as well as for listing gains.

Key Financials

Y/E March (% cr) FY18 FY19 FY20
Net Sales 976.8 1,003.3 1,128.1
% chg - 2.7 12.4
Net Profit 134.0 135.4 141.1
% chg - 1.0 4.2
EBITDA (%) 27.0 30.1 29.6
EPS (Rs) 4.2 4.2 4.4
P/E (x) 22.5 22.3 21.4
P/BV (x) 2.5 2.3 2.2
ROE (%) 10.9 10.5 10.3
ROCE (%) 12.1 15.4 15.3
EV/EBITDA 9.4 8.2 7.1
EV/Sales 2.5 2.5 2.1

Source: Company, Angel Research.
Note: Valuation ratios at upper price band.

Please refer to important disclosures at the end of this report
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SUBSCRIBE

Issue Open: February 16, 2021
Issue Close: February 18, 2021

Face Value: Rs 10

Present Eq. Paid up Capital: Rs 320.9 cr
Offer for Sale: 8.7 cr share

Fresh issue: NIL

Post Eq. Paid up Capital: Rs 320.9 cr

Issue size (amount): Rs 819.2 cr

Price Band: Rs 93-94

Lot Size: 155 shares and in multiple thereafter

Post-issue implied mkt. cap: *Rs 2,985 cr - **Rs 3,017 cr

Promoters holding Pre-Issue: 100.0%

Promoters holding Post-Issue: 72.8%

*Calculated on lower price band

** Calculated on upper price band

Book Building

QIBs 50% of issue
Non-Institutional 15% of issue
Retail 35% of issue

Post Issue Shareholding Pattern

Promoters 72.8%
Others 27.2%
Keshav Lahoti

+022 39357600, Extn: 6363
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Company background

Company were incorporated on September 26, 2000 with the aim of modernizing
the existing felecom 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. As of
January 31, 2021, the 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. Company operates data centers in Gurugram,
Haryana and Secunderabad, Telangana to host and collocate critical applications

for customers including the Indian Railways.
Issue details

Company issues comprise only 87,153,369 equity shares through offer for sale in
the price band of ¥93-94.

Pre and post IPO shareholding pattern

No of shares (Pre-issue) % (Post-issue) %
Promoter 320,938,407 100.0 233,785,038 72.8
Public 0 0.0 87,153,369 27.2
Total 320,938,407 100.0 320,938,407 100.0

Source: Company, Angel Research & RHP.
Note: Calculated at upper price band.

Obijectives of the Offer

B To carry out the disinvestment of 87,153,369 Equity Shares by the Selling
Shareholder.

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

Key Management Personnel

Puneet Chawla, aged 57 years, is the Chairman and Managing Director of the
Company since December 14, 2018. He is an IRSSE officer (batch of 1985). Prior
to joining the Company, he has held positions such as Executive Director (Safety) in
the Railway Board of Ministry of Railways, Government of India, Divisional Railway
Manager, Ajmer, Chief Project Manager, Indian Railway Project Management Unit,
General Manager, Rail Vikas Nigam Limited. He holds a bachelor's degree in
B.E/Electronic and Electrical Communication from Punjab Engineering College,
Chandigarh and a Master’s degree in Business Administration from Indira Gandhi
National Open University.

Sanjai Kumar, aged 52 years, is the Director (Network, Planning and Marketing) /
Whole time Director of the Company. He holds a bachelors degree of technology
in electronic and telecommunication engineering from University of Allahabad and
a post graduate diploma in management from Management Development
Institute, Gurgoon.
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Consolidated Profit & Loss Statement

Y/E March R cr) FY18 FY19 FY20 H1FY21
Total operating income 976.8 1,003.3 1,128.1 537.4
% chg - 2.7 12.4

Total Expenditure 712.7 701.1 794.2 407.3
Access and other Charges 250.1 263.5 249.0 149.1
License fee and spectrum charges 47.3 46.0 47.9 26.4
Expenses on Project 253.3 249 .4 340.1 110.8
Employee Benefits Expenses 118.0 112.0 120.5 66.9
Administrative & Other Expenses 43.2 27.1 31.5 50.4
Corporate Social Responsibility 0.8 3.0 5.2 3.9
EBITDA 264.1 302.2 333.8 130.1
% chg - 14.4 10.5

(% of Net Sales) 27.0 30.1 29.6 24.2
Depreciation& Amortisation 118.6 111.6 130.9 81.7
EBIT 145.5 190.6 202.9 48.3
% chg - 31.0 6.5

(% of Net Sales) 14.9 19.0 18.0 9.0
Interest & other Charges 3.8 7.9 6.8 2.5
Other Income 44.4 35.0 38.0 16.4
(% of Sales) 4.5 3.5 3.4 3.0
Recurring PBT 186.1 217.7 234.1 62.2
% chg - 17.0 7.5

Exceptional item -26.5 - -49.3 -
Tax 25.6 82.3 43.7 16.6
PAT (reported) 134.0 135.4 141.1 45.6
% chg - 1.0 4.2

(% of Net Sales) 13.7 13.5 12.5 8.5
Basic & Fully Diluted EPS (Rs) 4.2 4.2 4.4 1.4
% chg - 1.0 4.2

Source: Company, Angel Research
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Consolidated Balance Sheet

Y/E March R cr) FY18 FY19 FY20 H1FY21
SOURCES OF FUNDS

Equity Share Capital 320.9 320.9 320.9 320.9
Other equity 908.2 968.1 1,048.4 1,073.7
Shareholders Funds 1,229.2 1,289.1 1,369.4 1,394.6
Other liabilities 352.6 147.0 163.5 179.8
Total Liabilities 1,581.8 1,436.1 1,532.8 1,574.4
APPLICATION OF FUNDS

Property, Plant and Equipment’s 684.3 786.0 608.5 581.7
Capital Work-in-Progress 364.2 299.9 252.5 231.5
Right of Use Assets - - 173.0 167.5
Intangible Assets 3.6 4.0 7.8 14.7
Current Assets 1,164.1 1,102.7 1,1155 1,388.7
Inventories - 0.9 0.5 0.2
Trade Receivables 466.7 459.6 507.1 656.5
Cash and Cash Equivalents 72.8 71.6 134.5 74.5
Other Bank Balances 436.4 335.3 133.9 294.5
Other Assets 188.2 235.4 339.6 363.1
Current liabilities 741.1 791.5 865.3 907.7
Net Current Assets 423.0 311.2 250.3 481.0
Other Non Current Asset 106.6 35.1 240.7 98.0
Total Assets 1,581.8 1,436.1 1,532.8 1,574.4

Source: Company, Angel Research
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Consolidated Cash Flow Statement

Y/E March (X cr) FY18 FY19 FY20 H1FY21
Profit after Tax 134.0 135.4 141.1 45.6
Depreciation 118.6 111.6 180.2 81.7
Change in Working Capital (128.7) (126.3) (94.1) (89.1)

Interest Expense - 5.3 3.4 1.4
Direct Tax Paid (50.5) (61.4) (38.3) (38.0)
Others (32.6) (29.1) (19.0) 19.2
Cash Flow from Operations 40.9 35.4 173.3 20.8
(Inc.)/ Dec. in Fixed Assets (117.2) (83.8) (61.7) (34.5)
Interest income 40.3 27.8 27.8 9.2
Others 78.4 96.6 (14.0) (30.4)
Cash Flow from Investing 1.5 40.6 (48.0) (55.7)
Dividend paid (62.0) (75.3) (55.8) (20.0)
Payment for Lease Liability - (1.9) (6.7) (5.1)
Cash Flow from Financing (62.0) (77.2) (62.5) (25.1)
Inc./(Dec.) in Cash (19.6) (1.2) 62.9 (60.1)
Opening Cash balances 92.4 72.8 71.6 134.5
Closing Cash balances 72.8 71.6 134.5 74.5

Source: Company, Angel Research

Key Ratios
Y/E March FY18 FY19 FY20
Valuation Ratio (x)

P/E (on FDEPS) 22.5 22.3 21.4
P/CEPS 13.2 11.3 11.7
P/BV 2.5 2.3 2.2
EV/Sales 2.5 2.5 2.1
EV/EBITDA 9.4 8.2 7.1
Per Share Data (Rs)

EPS (Basic) 4.2 4.2 4.4
EPS (fully diluted) 4.2 4.2 4.4
Cash EPS 7.1 8.3 8.1
Book Value 38.3 40.2 42.7
Returns (%)

ROE 10.9 10.5 10.3
ROCE 12.1 15.4 15.3
Angel ROIC (Pre tax) 42.0 34.1 24.7
Turnover ratios (x)

Receivables (days) 174.4 167.2 164.1
Payables (days) 101.3 97.1 122.6
Working capital cycle (days) 73.1 70.1 41.5

Source: Company, Angel Research (Valuation at the upper price band)
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DISCLAIMER

Angel Broking Limited (hereinafter referred to as “Angel”) is a registered Member of National Stock Exchange of India Limited, Bombay
Stock Exchange Limited and Metropolitan Stock Exchange Limited. It is also registered as a Depository Participant with CDSL and
Portfolio Manager and investment advisor with SEBI. It also has registration with AMFI as a Mutual Fund Distributor. Angel Broking
Limited is a registered entity with SEBI for Research Analyst in terms of SEBI (Research Analyst) Regulations, 2014 vide registration
number INHO00000164. Angel or its associates has not been debarred/ suspended by SEBI or any other regulatory authority for
accessing /dealing in securities Market. Angel 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.

This document is solely for the personal information of the recipient, and must not be singularly used as the basis of any investment
decision. Nothing in this document should be construed as investment or financial advice. Each recipient of this document should
make such investigations as they deem necessary to arrive at an independent evaluation of an investment in the securities of the
companies referred to in this document (including the merits and risks involved), and should consult their own advisors to determine
the merits and risks of such an investment.

Reports based on technical and derivative analysis center on studying charts of a stock's price movement, outstanding positions and
trading volume, as opposed to focusing on a company's fundamentals and, as such, may not match with a report on a company's
fundamentals. Investors are advised to refer the Fundamental and Technical Research Reports available on our website to evaluate the
contrary view, if any.

The information in this document has been printed on the basis of publicly available information, internal data and other reliable
sources believed to be true, but we do not represent that it is accurate or complete and it should not be relied on as such, as this
document is for general guidance only. Angel Broking Limited or any of its affiliates/ group companies 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.
Angel Broking Limited has not independently verified all the information contained within this document. Accordingly, we cannot testify,
nor make any representation or warranty, express or implied, to the accuracy, contents or data contained within this document. While
Angel Broking Limited endeavors to update on a reasonable basis the information discussed in this material, there may be regulatory,
compliance, or other reasons that prevent us from doing so.

This document is being supplied to you solely for your information, and its confents, information or data may not be reproduced,
redistributed or passed on, directly or indirectly.

Neither Angel Broking Limited, nor its directors, employees or affiliates shall be liable for any loss or damage that may arise from or in
connection with the use of this information.
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