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Prince Pipes and Fittings Ltd.

Kyon ki bhaiya, sabse bada rupaiya.

Issue Details

Listing NSE & BSE
Open Date 18/12/2019
Close Date 20/12//2019
Price Band 177-178
P/E Band 23.41-23.54

Issue Structure (In %)

Subscribe For Listing Gains

Business Overview:

Prince Pipes and Fittings. Ltd is a well-known, leading manufacturer of pipes and
fittings in India in terms of the number of distributors with over 30 years of
industry experience. The company markets its products under two brand names:
Prince Piping Systems and Trubore. The products have varied application in
plumbing, irrigation, and soil, waste and rainwater management.

Company Highlights.
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e The revenue from operations for Fiscals 2017, 2018 and 2019 was Rs
1,330.0 crore, Rs 1,320.5 crore and Rs 1,571.8 crore, respectively,
representing a CAGR of 8.7%. The revenue from operations for the three-
month period ended June 30, 2019 was Rs 3,79.7 crore.

e The profit before tax for Fiscals 2017, 2018 and 2019 was Rs 95.9 crore, Rs
95.1 crore and Rs 111.4 crore, respectively, representing a CAGR of 7.8%.
The profit before tax for the three-month period ended June 30, 2019 was
Rs 33.9 crore

o  Profit for the year for Fiscals 2017, 2018 and 2019 was Rs 74.1 crores, Rs
72.7 crores, Rs 83.3 crores, respectively, representing a CAGR of 6.0%.
The profit for the three-month period ended June 30, 2019 was Rs 26.6
crores.

o As of October 31, the total installed capacity of Prince Pipes’ six
existing plants was 241,211 tonnes per annum and Prince Pipes plans to
expand the installed capacity at its plant in Jobner in Rajasthan from
6,221 tonnes per annum as on October 31, 2019 to 17,021 tonnes per
annum by December 31, 2019 and to 20,909 tonnes per annum by the
end of fiscal year 2020.

e As at October 31, 2019, Prince Piping Systems products solds its
products to 1,151 distributors in India. We sell our Trubore products
directly to wholesalers and retailers. As at October 31, 2019, it sold
Trubore products to 257 wholesalers and retailers.

e The company plans to set up a new manufacturing plant in Sangareddy
(Telangana), with a total estimated installed capacity of 51,943 tonnes
per annum.

e Going forward we expect Revenue, EBITDA, PAT to grow at a CAGR of
5%, 14% and 18% to Rs 1,967 crore, Rs 242 crore and Rs 117 crore.
respectively. For FY21, the stock is available at the offer price of 177-178
at 16X on afully diluted basis.
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Investment Highlights:
An Established Brand in the Pipes and Fittings segment.

With over 30 years of industry experience, the company has an advantage of being
one of the leading organized players in this highly fragmented market. It has a market
share of 5% in FY19 and is amongst the top six organized players in the market. Its
fitting segment enjoys a higher margin due to the specialized nature and precision
required.

Plumbing Sewage Disposal Irrigation/Agriculture
e RainFit e UltraFit e AquaFit
e Easyfit e SilentFit e SafeFit
e  SmartFit e FoamkFit
e GreenFit e DrainFit
e CorFit
e DuraFit

Product portfolio catering to diverse end-use application.

The company is not only in pipe manufacturing but also providing end-to-end piping
system solutions. Its products have a wide range of applications in the fields of
plumbing, irrigation and soil, waste and rainwater management. The company has an
in-house product development team responsible for introducing new products and
variations of existing products. The products manufactured under Pipes and Fittings
segments are as follows:

e UPVC
e CPVC
¢ PPR

e HDPE

All the product categories have been growing in double digits.
Strategically located manufacturing facilities with a core focus on quality.

The company has established six manufacturing facilities, which are in:

Athal (Union Territory of Dadra and Nagar Haveli)
Dadra (Union Territory of Dadra and Nagar Haveli)
Haridwar (Uttarakhand)

Chennai (Tamil Nadu)

Kolhapur (Maharashtra)

Jobner (Rajasthan)

The company uses five contract manufacturers. This is how deeply
penetrated the company is! The top contributor to this player’s success is its
presence of its brand in regional markets and across India.

Saturday, 14 Dec 2019

This document is for private circulation and must be read in conjunction with the disclaimer on the last page.



\Yd VENTURA

Kyon ki bhaiya, sabse bada rupaiya.

A wide distribution network.

The products are delivered to end users via wholesalers, retailers, and plumbers. The
company has a pan-India network of distributors for its Prince Piping systems and a
network of wholesalers and retailers for its Trubore brand products in South India. As at
March 31, 2017, 2018 and 2019 and October 31, 2019, the company had 766, 955,
1,253 and 1,408 distributors and wholesalers and retailers buying directly from us,
respectively, which represented an 83.81% increase from March 31, 2017 to October
31, 2019

Its Pan India presence along with the regional brands is a significant advantage.

Issue Structure

The proposed Prince Pipes and Fittings Ltd.’s net issue size is of Rs. 500 crore. Out of
the issue size of Rs 500 crore, Rs 250 crore will be raised as Fresh Issue and the
remaining Rs 250 crore will be raised as Offer for Sale The bid lot consists of 84 shares
and multiple thereof.

No. of Shares on Offer.

Category No. of shares offered % Shares offered
QlB 14044944 50%
Non Institutional Bidders 4213483 15%
Retail 9831460 35%
Total 28089887 100%

35% of the issue is reserved for retail investors.

Valuation

Post issue on the expanded shareholding, the valuation works to 23.41X to 23.54X the
Earning Per Share.

On FY21 basis, the stock is trading at 16X Price Earning multiple. We recommend a
subscribe for listing gains.
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SWOT ANALYSIS:

STRENGTH WEAKNESS
» A Diverse product portfolio. » The business model can be
» A Strong distributor network. easily replicated.
» Operates in a robust domestic market. » Low return on Investment
» Strong Brand Equity and Brand » Operates in a highly competitive
Awareness. market.
> Increases in cost of raw
materials.
OPPORTUNITY THREAT
> Opportunities in adjacent market » Threat of new entrants.
» E-commerce and Social media- » Increasing cost component for
oriented business model. working in developed market on
> Developments in Al to predict account of environmental
consumer demand. regulations.

» Products closely tied to the
levels of residential and non-
residential activities in India.

» Deprecation of Rupee might
adversely affect the financial
condition.

Profit & Loss statement (Rs in Cr)

Particulars FY18 FY19 FY20E FY21E
Revenue from Operations 1,320.5 1,571.9 1,791.4 1967.4
Excise duty 55 0.0 00 00
Total Revenue 1,315.0 1,571.9 1,791.4 1,967.4
Expenses:

Cost of Goods Sold 921.4 1,127.4 1,330.0 1465.7

Employee Benefit Expense 726 783 00 00

Other Expenses 157.7 1803 241.8 259.7
Total Expenses 1,151.7 1,386.0 1,571.8 1,725.4
EBITDA 163.3 1859 219.6 242.05
Depreciation and Amortization Expenses 381 452 566 678
EBIT 1252 1407 163.0 1742
Interest 361 364 174 23
Other Income 60 71 73 25
EBT 952 1115 1528 156.4
Taxes 24 282 351 391
EAT 728 833 1177 1173

Source: Company Reports.
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Balance Sheet (Rs in Cr)

Particulars

Share Capital

Share Warrants & O/S
Total Reserves
Shareholder's Funds

Long-Term Borrowings

Secured Loans

Unsecured Loans

Deferred Tax Assets / Liabilities
Other Long Term Liabilities
Long Term Trade Payables

Long Term Provisions

Total Non-Current Liabilities

Trade Payables

Other Current Liabilities
Short Term Borrowings
Short Term Provisions
Total Current Liabilities

Total Liabilities

Gross Block

Less: Accumulated Depreciation
Net Block

Capital Work in Progress

Non Current Investments

Long Term Loans & Advances
Other Non Current Assets

Total Non-Current Assets

Currents Investments
Inventories

Sundry Debtors

Cash and Bank

Other Current Assets

Short Term Loans and Advances
Total Current Assets

Total Assets

FY18
90.0
0.7
227.1
317.8

146.2

12.7
16.7

6.9
182.5

197.0
102.2
169.8

2.7
471.7

972.1

403.3
66.5
336.8
14.7
0.7
74.0
2.5
428.8

241.5
239.4
9.6
15.6
37.1
543.3

972.1

FY19
90.0
0.0
310.8
400.8

126.2

13.6
0.0

7.8
147.6

215.2
127.9
147.3

1.6
492.1

1040.4

478.7
109.1
369.6
61.5
0.8
16.0
58.2
506.1

201.1
250.4
19.7
59.6
3.6
534.3

1040.5

FY20E FY21E
110.1 110.1
0.0 0.0
658.3 775.6
768.4 885.7

86.2 66.2
13.8 14.1
0.0 0.0
0.0 0.0
0.0 0.0
100.0 80.3
127.5 140.5
130.5 133.1
97.3 147.3
1.5 1.3
356.9 422.3
1225.3 1388.4
595.7 713.7
165.7 233.5
430.0 480.2
60.0 58.0
0.0 0.0
12.0 10.0
52.4 47.2

554.4 595.4

269.9 296.5
319.0 350.4
24.9 94.7
53.6 48.3
3.4 3.2

670.9 793.0

1225.3 1388.4

Source: Company Reports
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Disclosures & Disclaimer

Ventura Securities Limited (VSL) is a SEBI registered intermediary offering broking, depository and portfolio management services to clients. VSL is a member of BSE
and NSE. VSL is a depository participant of NSDL. VSL states that no disciplinary action whatsoever has been taken by SEBI against it in last five years except
administrative warning issued in connection with technical and venial lapses observed while inspection of books of accounts and records. Ventura Guaranty Limited is
the holding Company of VSL; Ventura Commodities Limited and Ventura Allied Services Private Limited are subsidiaries of VSL. Research Analyst (RA) involved in
the preparation of this research report and VSL, disclose that neither RA nor VSL nor its associates (i) have any financial interest in the company which is the subject
matter of this research report (ii) holds ownership of one percent or more in the securities of subject company (iii) have any material conflict of interest at the time of
publication of this research report (iv) have received any compensation from the subject company in the past twelve months (v) have managed or co-managed public
offering of securities for the subject company in past twelve months (vi) have received any compensation for investment banking, merchant banking or brokerage
services from the subject company in the past twelve months (vii) have received any compensation for products or services from the subject company in the past twelve
months (viii) have received any compensation or other benefits from the subject company or third party in connection with the research report. RA involved in the
preparation of this research report discloses that he / she has not served as an officer, director or employee of the subject company. RA involved in the preparation of
this research report and VSL discloses that they have not been engaged in the market making activity for the subject company. Our sales people, dealers, traders and
other professionals may provide oral or written market commentary or trading strategies to our clients that reflect opinions that are contrary to the opinions expressed
herein. We may have earlier issued or may issue in future, reports on the companies covered herein with recommendations/ information inconsistent or different than
those made in this report. In reviewing this document, you should be aware that any or all of the foregoing, among other things, may give rise to or potential conflicts
of interest. We may rely on information barriers, such as "Chinese Walls" to control the flow of information contained in one or more areas within us, or other areas,
units, groups or affiliates of VSL. This report is for information purposes only and this document/material should not be construed as an offer to sell or the solicitation
of an offer to buy, purchase or subscribe to any securities, and neither this document nor anything contained herein shall form the basis of or be relied upon in
connection with any contract or commitment whatsoever. This document does not solicit any action based on the material contained herein. It is for the general
information of the clients / prospective clients of VSL. VSL will not treat recipients as clients by virtue of their receiving this report. It does not constitute a personal
recommendation or take into account the particular investment objectives, financial situations, or needs of clients / prospective clients. Similarly, this document does
not have regard to the specific investment objectives, financial situation/circumstances and the particular needs of any specific person who may receive this document.
The securities discussed in this report may not be suitable for all investors. The appropriateness of a particular investment or strategy will depend on an investor's
individual circumstances and objectives. Persons who may receive this document should consider and independently evaluate whether it is suitable for his/ her/their
particular circumstances and, if necessary, seek professional/financial advice. And such person shall be responsible for conducting his/her/their own investigation and
analysis of the information contained or referred to in this document and of evaluating the merits and risks involved in the securities forming the subject matter of this
document. The projections and forecasts described in this report were based upon a number of estimates and assumptions and are inherently subject to significant
uncertainties and contingencies. Projections and forecasts are necessarily speculative in nature, and it can be expected that one or more of the estimates on which
the projections and forecasts were based will not materialize or will vary significantly from actual results, and such variances will likely increase over time. All projections
and forecasts described in this report have been prepared solely by the authors of this report independently for the Company. These projections and forecasts were
not prepared with a view toward compliance with published guidelines or generally accepted accounting principles. No independent accountants have expressed an
opinion or any other form of assurance on these projections or forecasts. You should not regard the inclusion of the projections and forecasts described herein as a
representation or warranty by VSL, its associates, the authors of this report or any other person that these projections or forecasts or their underlying assumptions will
be achieved. For these reasons, you should only consider the projections and forecasts described in this report after carefully evaluating all of the information in this
report, including the assumptions underlying such projections and forecasts. The price and value of the investments referred to in this document/material and the
income from them may go down as well as up, and investors may realize losses on any investments. Past performance is not a guide for future performance. Future
returns are not guaranteed and a loss of original capital may occur. Actual results may differ materially from those set forth in projections. Forward-looking statements
are not predictions and may be subject to change without notice. We do not provide tax advice to our clients, and all investors are strongly advised to consult regarding
any potential investment. VSL and the RA involved in the preparation of this research report and its associates accept no liabilities for any loss or damage of any kind
arising out of the use of this report. This report/document has been prepared by VSL, based upon information available to the public and sources believed to be reliable.
No representation or warranty, express or implied is made that it is accurate or complete. VSL has reviewed the report and, in so far as it includes current or historical
information, it is believed to be reliable, although its accuracy and completeness cannot be guaranteed. The opinions expressed in this document/material are subject
to change without notice and have no obligation to tell you when opinions or information in this report change. This report or recommendations or information contained
herein do/does not constitute or purport to constitute investment advice in publicly accessible media and should not be reproduced, transmitted or published by the
recipient. The report is for the use and consumption of the recipient only. This publication may not be distributed to the public /used by the public media without the
express written consent of VSL. This report or any portion hereof may not be printed, sold or distributed without the written consent of VSL. This document does not
constitute an offer or invitation to subscribe for or purchase or deal in any securities and neither this document nor anything contained herein shall form the basis of
any contract or commitment whatsoever. This document is strictly confidential and is being furnished to you solely for your information, may not be distributed to the
press or other media and may not be reproduced or redistributed to any other person. The opinions and projections expressed herein are entirely those of the author
and are given as a part of the normal research activity of VSL and are given as of this date and are subject to change without notice. Any opinion, estimate or projection
herein constitutes a view as of the date of this report and there can be no assurance that future results or events will be consistent with any such opinions, estimates
or projection. This document has not been prepared by or in conjunction with or on behalf of or at the instigation of, or by arrangement with the company or any of its
directors or any other person. Information in this document must not be relied upon as having been authorized or approved by the company or its directors or any other
person. Any opinions and projections contained herein are entirely those of the authors. Neither the company nor its directors or any other person accepts any liability
whatsoever for any loss arising from any use of this document or its contents or otherwise arising in connection therewith. The information contained herein is not
intended for publication or distribution or circulation in any manner whatsoever and any unauthorized reading, dissemination, distribution or copying of this
communication is prohibited unless otherwise expressly authorized. Please ensure that you have read “Risk Disclosure Document for Capital Market and Derivatives
Segments” as prescribed by Securities and Exchange Board of India before investing in Securities Market.
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