Sansera Engineering Ltd.

IPO Note
Company Overview

Incorporated in 1981, Sansera manufactures complex and critical precision engineered components
and caters across automotive and non-automotive sectors. The company manufactures and supplies
a wide range of precision forged and machined components and assemblies which are critical for the
two-wheeler, passenger vehicle, and commercial vehicle verticals for the automotive sector. For the
non-automotive sector, the company manufactures and supplies a wide range of precision compo-
nents for aerospace, off-road, agriculture, and other segments. The company mostly supplies forged
& machined products to OEM’'s. For FY21, the Automotive sector contributed 88.45% and non-
automotive 11.45% of the revenue. In the 2-wheeler vertical, they have relationships spanning over
20 years with Honda Motorcycle and Scooter India Pvt Ltd (“HMSI”), 25 fiscal years with Bajaj and
over 20 years with Yamaha, the second, third and fifth largest 2-wheeler Indian OEMs in terms of
domestic production volume for Fiscal 2021, respectively. The company derives around 65% of its
revenue from India and the rest 35% from other countries. Sansera is one of the major suppliers of
connecting rods globally. As of July 31, 2021, they had 16 manufacturing facilities, of which 15 are in
India and 1 facility in Sweden.

Objects of the issue

The IPO consists entirely of offer for sale:

= To carry out the offer for sale of equity shares by the selling shareholders and promoters
= To achieve the benefits of listing the equity shares on the stock exchanges

Investment Rationale

Well diversified business model

Sansera’s business model is well diversified across customer base, product portfolio and geogra-
phies. Within India, their customers include nine of the top 10 two-wheeler OEMs and the leading
passenger vehicle OEM, whereas globally, their customers include six out of top 10 global Light Ve-
hicle OEMs. They were suppliers to 71 customers during Fiscal 2021 as compared to 64 during Fis-
cal 2019 and are continuously expanding their customer base. From a product perspective, Sansera
manufactures a range of components for multiple end applications across both automotive (2-
wheelers, passenger vehicles, commercial vehicles) as well as nonautomotive (off-road, agriculture,
engineering and capital goods, marine and others) sectors. The company focuses on increasing their
export revenues with a view to reduce dependence on the Indian market. Their revenues from sale
of products are geographically diversified with Europe, USA and other foreign countries accounting
for 35.02%, 30.62% and 31% of their revenue from sale of products in Fiscals 2021, 2020 and 2019,
respectively.

Advanced design engineering and machine building capabilities which provides an edge over
their peers

The company possess advanced design and engineering capabilities that enable them to design
new products from statements of requirements and increased opportunities for them to secure higher
value-added business with their customers. It helps them deepen customer relationships through
cost optimisation and reductions in development and testing time. The company also possess inte-
grated machine building capabilities with special purpose machines being manufactured in-house
which give them an edge over their peers by deriving competitive benefits.

Valuation and Outlook

Sansera Engineering is one of the top 10 global suppliers of connecting rods within the Light Vehicle
segment and Commercial Vehicle segment for CY 2020. The company has strong relationships with
respected Indian and Global OEM’s. They have a well-diversified portfolio of segments, products,
customers and geography. On the valuation front, the issue is priced at P/E of 36.2x based on FY21
earnings, diluted equity shares and upper price band which is fairly priced when compared to its
listed industry peers (i.e, Endurance Technologies-43.3x, Minda Industries-91.6x, Sundram Fasten-
ers-50.4x, Suprajit Engineering-30.7x and Motherson Sumi-64.1x). Considering the strong product
portfolio, advanced manufacturing capabilities and robust track record, we give a “SUBSCRIBE”
rating for the long term.
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Issue Details

Offer Period 14" Sept - 16" Sept,
2021
Price Band INR.734 to INR.744
Bid Lot 20
Listing BSE&NSE
Issue Size (no. 17.24
of shares in mn)
Issue Size 12.83
(INR. in bn)
Face Value 2
QiB 50%
NIB 15%
Retail 35%
ICICI Securities, IIFL
BRLM Securities, Nomura
Financial
. Link Intime India Pvt.
Registrar

Ltd.

Particulars Pre Issue % Post Issue %

Promoter 43.91% 36.56%
Public 56.09% 63.44%
Total 100% 100%

(Assuming issue subscribed at higher band)
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Sansera Engineering Ltd. IPO Note

Income Statement (In mn)

Particulars

Revenue

Revenue From Operations 16,244 14,572 15,493
Total Revenue 16,244 14,572 15,493
Expenses

Cost of Raw Materials Consumed 7,220 6,282 6,678
Changes in Inventory of Finished Goods and Work in Progress (167) (19) (44)
Conversion Charges 469 487 526
Consumption of Stores and Spares 1,506 1,311 1,336
Power and Fuel 841 751 671
Employee Benefit Expenses 2,174 2,134 2,138
Other Expenses 1,310 1,379 1,467
Total Operating Expenses 13,353 12,325 12,772
EBITDA 2,891 2,247 2,721
Depreciation and Amortisation Expense 758 939 1,017
Other Income 164 160 231
EBIT 2,297 1,468 1,935
Finance Costs 513 581 474
Profit Before Exceptional Items and Tax 1,784 887 1,461
Exceptional Items 135 - -
Profit Before Tax 1,650 887 1,461
Current Tax 493 235 304
Deferred Tax 176 (147) 59
Total Tax 669 88 363
Profit After Tax 981 799 1,099
Diluted EPS 18 15 21

Source: RHP, BP Equities Research

Cash Flow Statement (In mn)

Particulars FY19 FY20 FY21
Cash Flow from operating activities 2,185 2,412 2,560
Cash flow from investing activities (2,376) (1,771) (1,395)
Cash flow from financing activities 145 (289) (1,392)
Net increase/(decrease) in cash and cash equivalents (47) 352 (226)
Cash and cash equivalents at the beginning of the period 343 239 600
Cash and cash equivalents at the end of the period 239 600 365
Source: RHP, BP Equities Research
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Balance Sheet (In mn)

Particulars
Equity
Share Capital 94 94 94
Instrument Entirely Equity in Nature 105 105 105
Other Equity 6,655 7,483 8,584
Equity Attributable Owners of the Company 6,854 7,682 8,782
Non Controlling Interest 91 87 105
Net worth 6,945 7,769 8,887
Non-Current Borrowings 2,134 1,718 1,877
Lease Liabilities 806 789 810
Non-Current Provisions 86 127 152
Other Non-Current Liabilities 1,201 989 1,085
Total Non-Current Liabilities 4,227 3,623 3,924
Current Borrowings 3,043 3,554 2,552
Lease Liabilities 86 97 111
Trade Payables 1,866 1,729 2,270
Other Financial Liabilities 1,002 1,218 1,237
Current Provisions 65 99 99
Other Current Liabilities 220 194 208
Total Current Liabilities 6,283 6,891 6,478
Total Equity & Liabilities 17,455 18,282 19,289
Assets
Property, Plant & Equipment 8,891 9,421 10,000
Capital Work in Progress 489 683 604
Right-Of-Use-Asset 897 873 892
Goodwill 324 324 358
Other Intangible Assets 33 26 19
Financial Assets 292 339 336
Other Non-Current Assets 290 234 252
Total Non-Current Assets 11,214 11,900 12,462
Inventories 2,435 2,389 2,486
Investments 5 4 6
Trade Receivables 2,712 2,591 3,130
Cash and Cash Equivalents 239 600 365
Other Bank Balances 77 116 286
Other Financial Assets 256 236 223
Other Current Assets 516 446 332
Total Current Assets 6,241 6,383 6,827
Net Current Assets (42) (508) 350
Total Assets 17,455 18,282 19,289
Source: RHP, BP Equities Research
Key Risks

= The company depend on third parties with whom they do not have long-term supply contracts for the supply of raw materials. A loss of
suppliers or interruptions in the delivery of raw materials or volatility in the prices of raw materials on which they rely may have a mate-
rial adverse effect on their business and results of operations.

= A decline in the financial condition and results of operations of the company’s customers could have material adverse effect on their
business, results of operations and cash flows.

= The COVID-19 pandemic has had, and the company expect it to continue to have, a material adverse effect on their business, finan-
cial condition, results of operation and cash flows.
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Disclaimer Appendix

Analyst (s) holding in the Stock : Nil

Analyst (s) Certification:

We analysts and the authors of this report, hereby certify that all of the views expressed in this research report accurately reflect our
personal views about any and all of the subject issuer (s) or securities. We also certify that no part of our compensation was, is, or will
be directly or indirectly related to the specific recommendation (s) or view (s) in this report. Analysts aren't registered as research ana-
lysts by FINRA and might not be an associated person of the BP Equities Pvt. Ltd. (Institutional Equities).

General Disclaimer

This report has been prepared by the research department of BP EQUITIES Pvt. Ltd, is for information purposes only. This report is not
construed as an offer to sell or the solicitation of an offer to buy or sell any security in any jurisdiction where such an offer or solicitation
would be illegal.

BP EQUITIES Pvt. Ltd have exercised due diligence in checking the correctness and authenticity of the information contained herein, so
far as it relates to current and historical information, but do not guarantee its accuracy or completeness. The opinions expressed are our
current opinions as of the date appearing in the material and may be subject to change from time to time. Prospective investors are cau-
tioned that any forward looking statement are not predictions and are subject to change without prior notice.

Recipients of this material should rely on their own investigations and take their own professional advice. BP EQUITIES Pvt. Ltd 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 inadvert-
ent error in the information contained in this report. BP EQUITIES Pvt. Ltd. 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 this report should rely on their own
investigations.

BP EQUITIES Pvt. Ltd and/or its affiliates and/or employees may have interests/ positions, financial or otherwise in the securities men-
tioned in this report. Opinions expressed are our current opinions as of the date appearing on this material only. While we endeavor to
update on a reasonable basis the information discussed in this material, there may be regulatory, compliance, or other reasons that pre-
vent us from doing so.

This report is not directed to or intended for display, downloading, printing, reproducing or for distribution to or use by any person in any
locality, state and country or other jurisdiction where such distribution, publication or use would be contrary to the law or regulation or
would subject to BP EQUITIES Pvt. Ltd or any of its affiliates to any registration or licensing requirement within such jurisdiction.
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