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Type of Issue Issue size Rs. Mn

Fresh Issue 3,088
Total 3,088
Post issue mkt cap* 12,340
Lot size 150 shares

*At Upper Price Band

Issue Break-Up

Reservation for % of Issue
QlB 50%
NIl 15%
Retail 35%
Total 100%

Indicative Offer Timeline Indicative Date

Bid/Offer Opening Date 24 Aug, 2023
Bid/Offer Closing Date 28 Aug, 2023
Finalization of the Basis of Allotment 31 Aug, 2023
Credit of shares 04 Sep, 2023
Listing Date 05 Sep, 2023

Use of Proceeds

Purchase of machinery/equipment, working capital
requirements, general corporate purposes.

Manager Pantomath, Choice Capital

Registrar Link Intime India

Saral Seth
VP—Institutional Equities

sarals(@indsec.co.in
+91 22 61146139

Onkar Kelji

Research Analyst
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+91 22 61146103

Price Band Recommend

Vishnu Prakash R Punglia Limited

IPO Meet Note Rs. 94-99 Subscribe

Play on India’s water supply market

Company Overview: Vishnu Prakash R Punglia Ltd (VPRPL) is an integrated EPC company with established track
record of 36 years and presence across nine states and one Union territory in India. Their operations are strategical-
ly divided into four main categories Water Supply Projects (WSP), Railway Projects, Road Projects, and Irrigation
Network Projects.

The company's in-house teams handles design and engineering, procurement, project management, and quality
management. Complementing these teams is a robust fleet of 499 construction equipment and vehicles. This
strengthens VPRPL to oversee projects from their inception to completion, significantly reducing their dependency
on third parties and enhance execution.

VPRPL undertakes projects on an EPC basis, which may or may not include operation and maintenance services.
Their comprehensive service portfolio includes detailed engineering of the project, procurement of key materials,
project execution at the sites with overall project management up to the commissioning of these projects.

Over the years, VPRPL has demonstrated a consistent growth trajectory in terms of the size of projects executed.
For instance, in 2021 they were awarded a Water Supply Project worth Rs 4,332mn as compared to a project worth
Rs 20mn in 2002. As of July 15, 2023, the company boasts an impressive Order Book of Rs 37,995mn.

VPRPL is also well-positioned to benefit from various government initiatives in infrastructure and waste
management. These initiatives represent significant opportunities for growth and expansion for the company in the
coming years.

Valuation and Outlook

At the upper price band, the IPO is attractively priced at a P/E of 13.6x on FY23 EPS (post-issue), which is at a ~42%
discount to its peers’ average of 23.4x. Their growth is evident in their earnings improvement, which grew at a
CAGR of 118.5% to Rs. 906mn. The company posted 2yr revenue CAGR of 55.1% to Rs. 11,684mn on account of
strengthening order book and execution capacity. The order pipeline for the segment in which it operates is
robust. The company’s primary WSP business is witnessing tailwinds, due to several contracts tendered by
government agencies (110mn HH with tap water connections, vs 350mn HH). Further, the huge order wins of Rs
3,800mn in Railways, augurs well for future order biddings. We recommend SUBSCRIBE for the issue.

AUGUST 23, 2023

Indsec Research is also available on www.indsec.com and Bloomberg RESP_ISFL <GO>, Thomson Reuters, Factset and Bluematrix
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Vishnu Prakash R Punglia Limited

Vishnu Prakash R Punglia Limited’s key financial summary
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Pre-issue and post-issue holding structure

Shareholding pattern

Pre-issue

Post-issue*

Holding (%)

Holding (%)

Financial summary (Rs. Mn) FY21 FY22 FY23
Revenue 4,857 7,856 11,684
Adj. EBITDA 473 886 1,596
Adj. EBITDA margin (%) 9.7% 11.3% 13.6%
PAT 190 448 906
PAT margin (%) 3.9% 5.7% 7.7%
P/E 64.9 27.5 13.6
Key Risks:

Promoter &
90.45% 67.81%
Promoter Group
Public 9.55% 32.19%
Total 100.0% 100.0

* At upper price band

e  99% of their revenue comes from projects undertaken from Government entities or agencies, contracts of which usually contain terms that favour the

clients. Any change in the Government policies or focus may affect their ability to get timely payments. This would also have adverse affect on their

revenue growth.

e As on 31st March, 2023, trade receivables and Inventories form 61.8% of their current assets and net worth. Failure to manage the same would have a

negative effect on their net sales, profitability, cash flow and liquidity.

e OCF/Debt ratio in FY22 and FY23 were negative. Further increase in debt without sustained free cash flows may adversely impact the financial condition

and growth of the Company.

e Their top 5/10 clients contributes 80.9%/93% of revenue. The loss of business from any of their clients may have an adverse effect on business, financial

condition, results of operations, and prospect.

Source: RHP
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Competitive Strengths:

Strong track record of projects execution and management in the EPC construction industry.

VPRPL’s in-house integrated model helps reduce their dependency on third parties for key materials required to execute projects, such as, ready-mix
concrete, stone aggregates, and processed bitumen, in a cost effective manner.

Established relationships with marquee client base due to the company’s performance and ability to successfully execute projects. VPRPL has undertaken
infrastructure projects from various departments of the Central and State Governments across multiple locations and segments.

Focused player in Water Supply Projects, with over 36 years of experience in construction and development of pipelines, water tanks, reservoirs, tunnels,
overhead tanks, water treatment plants and irrigation projects.

Business Strategies:

Geographical diversification of projects to reduce the company’s reliance on specific geographical areas and allow them to capitalize on growth opportunities
across various states in India.

Focusing on high value contracts and investment in latest equipment to accommodate the increasing scale and complexity of projects undertaken in recent
years.

Increasing competitiveness through quality execution, cost reduction and continuous training of manpower as the company strives towards reducing their
execution cost without compromising on the quality of work.

Maintaining and strengthening the company’s position in execution of Water Supply Projects (WSPs), in line with the Central and State Governments’ focus
on ‘Jal Jeevan Mission” and AMRUT scheme.

Source: RHP Page 3
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Revenue from operations (Rs. Mn)

PAT (Rs. mn) and PAT Margin (%)

1000 - 9.0%
7.7%
11,684 200 - 8.0%
800 - 7.0%
5.7%
700 ’ L 6.0%
7,856 600 - 5.0%
500 3.9%
F 4.0%
400
4,857 300 - 3.0%
200 F 2.0%
100 - 1.0%
0 T r 0.0%
FY21 FY22 FY23
FY21 FY22 FY23 mm— PAT (Rs. Mn) PAT Margin (%)
State-wise Order book (FY23) Segment-wise Order book (FY23)
2.0% 7% - 1.2%
1.7% 4.13%
4.2%
M Rajasthan
| Uttar Pradesh
B Manipur B WSP
Assam H Railways
Uttarakhand M Roads
Gujarat Sewerage & Others
Haryana 77.89%
Others

Source: RHP
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Market size for water requirement for different uses (in Bn Cubic Meters)

Number of Households with tap water connection

Uses Scenario (2025) Scenario (2050) 1207 70%
100 A 58% B 60%
Irrigation 611 807 20 1 50%
Domestic 62 111 o | 40%
17% 30%
Industries 67 81 40 A 0%
Power 33 70 20 7 I 10%
30 110
0 T T T T 0%
Others 70 111 Aug-22 Sep-22 Oct-22 Nov-22 Dec-22
Total 843 1,180 EEN Functional Household tap connections (Mn) Percentage of Household (%)
Freight (Million Tonnes) Sector-wise break-up of capex of Rs 111 Tn for FY20-25
1,416 . Value of Projects
Sector Projects (No.) (Rs. Bn)
1,231 S. bn
1,159 1,221 1,208
Roads and Bridges 3,564 400
Railways 679 208
Power & Others 325 154
FY18 FY19 FY20 2020-21 FY22(P) Urban Infra 227 115
Source: RHP Page §
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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.

Note: Considering the current pandemic situation, the duration for the price target may vary depending on how the macro scenario plays out. Therefore, the duration which has been mentioned as a period of 12-18
months for upside/downside target may be higher for certain companies.

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.
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
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