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3QFY10 Result — Order inflow remains a concern

Simplex Infrastructures' (Simplex) results are much below our expectations.

Order inflow and execution remains a concern which resulted in de-growth

6M avg. daily turnover (US$ mn) 0.4 in the net sales by 13% YoY (stood at Rs 11 bn). Net profit was impacted due to
Issued shares (mn) 50 lower sales and stood at Rs 260 mn (2.8% YoY growth). The company has not
Target price (Rs) 450 witnessed growth in its order book in the last few quarters which is impacting

the topline growth. With decent opportunities coming up in the road BOT
Performance (%) 1M 3M 12M

segment, the company is looking at those and is pre-qualified on few of the
Absolute ©) @ 277 projects. However, it still maintains its conservative view for bidding for the
Relative W 113 road projects. Current order book of Rs 106 bn (2.4 x FY10E revenues), does not
Valuation ratios provide a strong growth visibility. We feel that lower order accretion and delays
Yr to 31 Mar FY10E  FY11E in execution will keep the earning growth of the company under pressure. We

have thus downward revise our earnings estimates by 19% and 16% for FY10E
EPS (Rs) 233 500 and FY11E, respectively. Valuations are dear at 21.9x FY10E and 17.0x FY11E
+/- (%) (6.2) 28.6 earnings. Downgrade to Outperformer with a revised target price of Rs 450.
PER (x) 21.9 17.0 Highlights
FBY () 20 23 * The order book (Rs 106 bn, L1 - Rs 7 bn) constitutes orders from piling (4%), power
Dividend/Yield (%) 0.4 0.4 (28%), marine (4%), industrial (15%), roads & railways (3%), bridges (11%), urban
EV/Sales (x) 0.9 0.8 infrastructure (16%) and building & housing (19%).
EV/EBITDA (x) 9.0 7.8 * The revenue break-up for the quarter is piling (9%), power (23%), marine (8%), industrial
Major shareholders (%) (26%), roads & railways (3%), bridges (15%), urban infrastructures (7%) and building &
Promoters 55 housing (9%).
FlIs 19 *  Order inflow during the quarter is Rs 12 bn, with buildings & housing being the major

contributor (55%).

MFs & Fis 19

*  The domestic market contributed 78% (74% in 2QFY10) and overseas market contributed
Public & Others 14 .

22% (26% in 2QFY10) to the order book.

Financial highlights
(Rs mn) 3QFY09 3QFY10 YoY (%) 9MFY09 9MFY10 YoY (%) FY09 FYIOE YoY (%) FYIIE YoY (%)
Net Sales 12,703 11,001 (13.4) 32,950 32,874 (0.2) 46,333 44,888 38.1) 51,616 15.0
EBITDA 1,156 1,028 (11.0) 3,276 3,286 0.3 4,038 4,304 6.6 5,076 17.9
EBITDA Margin (%) 9.1 9.3 - 9.9 10.0 - 8.7 9.5 - 9.8 -
Other Income 37 42 15.0 63 86 35.8 526 600 14.0 650 8.3
Interest 436 263 (39.7) 1,035 900 (13.0) 1,512 1,570 3.8 1,845 17.5
Depreciation 370 395 6.6 927 1,164 955 1,320 1,535 163 1,605 45
PBT 387 413 6.8 1,318 1,308 0.7) 1,732 1,799 3.9 2,276 26.6
Tax 134 141 5.1 401 457 13.9 490 608 24.2 729 19.8
PAT 253 272 7.6 917 852 (7.1) 1,242 1,190 4.2) 1,547 30.0
Minority interest 0 12 - - 26 - 8 32 320.0 58 80.0
Adjusted net profit 253 260 2.8 917 826 9.9 1,234 1,158 (6.2) 1,489 28.6
PAT Margin (%) 2.0 2.5 - 2.8 2.6 6.9) 2.7 2.6 - 2.9 -
EPS (Rs) 5.1 5.2 2.8 18.4 16.6 9.9) 249 93.3 (6.2) 30.0 28.6
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Income Statement

Cash Flow Statement

Yrend 31 Mar (Rsmn) FY038 FY09 FY10E FYI11E Yrend 31 Mar (Rsmn) FY08 FY09 FY10E FYI11E
Net sales 27,700 46,333 44,888 51,616 | | Pre-tax profit 1,273 1,732 1,799 2,276
Growth (%) 64.5 67.3 (3.1) 15.0 Depreciation 358 811 1,194 1,192
Operating expenses (25,065)  (42,460) (40,779) (46,736) | | Chgin working capital ~ (1,813)  (2,901)  (1,881)  (2,483)
Operating profit 2,635 3873 4,109 4,881 | | Total tax paid (179) (280) (819) (728)
Other operating income 40 165 195 195 Cash flow from oper. (a) (362) (637) 293 257
EBITDA 2,675 4,038 4,304 5,076 | | Capital expenditure (3,276)  (4,523)  (1,791)  (1,430)
Growth (%) 65.2 51.0 0.0 17.9 Chg in investments (46) 78 0 -
Depreciation (643) (1,320)  (1,535) (1,605) Cash flow from inv. (b) (3,322) (4,446) (1,792) (1,430)
Other income 398 526 600 650 | | Free cash flow (a+b)  (3,684) (5,083) (1,499) (1,173)
EBIT 2,360 3,244 3,369 4,121 | | Equity raised/(repaid) 3,948 - - -
Interest paid (1,088) (1,512)  (1,570) (1,845) Chg in minorities - 7 (25) (47)
Pre-tax profit 1,273 1,732 1,799 9,976 | | Debt raised/(repaid) 617 4711 2,695 1,400
(before non-recurring items) Dividend (incl. tax) (110) (116) (117) (113)
Pre-tax profit 1,273 1,732 1,799 2,276 Other financing activities 37 439 (525) 101
(after non-recurring items) Cash flow from fin. (c¢) 4,492 5,041 2,028 1,340
Tax (current + deferred) (370) (490) (608) (729) | | Netchgin cash (atb+c) 807 (41) 529 168
Net profit 903 1,242 1,190 1,547
Adjusted net profit 903 1,234 1,158 1,489 | |Key Ratios
Growth (%) 68.1 367 (62 286| |Yrend31Mar (%) FY08 FY09 FYIOE FYI11E
Minority interests - 8) (32) (58) | |EPS (Rs) 18.2 24.9 23.3 30.0
Netincome 903 1,234 1,158 1,489 EPS growth 45.7 36.7 (6.2) 28.6
EBITDA margin 9.6 8.7 9.5 9.8
Balance Sheet EBIT margin 8.5 7.0 7.5 8.0
Yrend31Mar (Rsmn) FY08 FY09 FYI0E FYI11E | |RoCE 18.7 17.4 144 15.6
Net debt/Equity 83.1 121.0 136.9 129.7
Current assets 921,143 29456 32,869 37,902
Investments 99 21 21 21 Valuations
Net fixed assets 6537 10249 10846 11085 | |yrend 31 Mar () FY08  FY09 FYIOE FYILIE
Total assets 27,779 39,726 43,737 49,008 PER 98.1 906 919 17.0
PCE 16.4 9.9 9.4 8.2
Current liabilities 12,383 17,840 18,837 21,219 Price/Book 3.4 2.8 2.6 2.3
Total Debt 7,493 12,205 14,900 16,300 | | Yield (%) 0.4 0.4 0.4 0.4
Other non-current liabilities 371 579 371 372 | |EV/Net sales L1 0.8 0.9 0.8
Total liabilities 20,248 30,624 34,108 37,891 | L-Y/PBITDA 138 9.0 9.0 78
Du Pont Analysis — ROE
Share capital 99 99 99 91 | Yrend31Mar(x)  FY08 FY09 FYIOE FYIIE
Reserves & surplus 7,432 8,989 9,508 10,985
Net margin (%) 3.3 2.7 2.6 2.9
Shareholders’ funds 7,531 9,088 9,608 11084 | o o L O O
Minorities interests - 14 21 32 Leverage factor 44 41 45 45
Total equity & liabilities 27,779 39,726 43,737 49,008 Return on equity (%) 17.5 14.8 12.4 14.4
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B&K Investment Ratings:

1. BUY: Potential upside of > +25% (absolute returns)
2. OUTPERFORMER: 0 to +25%

3. UNDERPERFORMER: 0 to -25%
4

SELL: Potential downside of < -25% (absolute returns)
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dissemination is prohibited. This information does not constitute or form part of and should not be construed as, any offer for sale or subscription of or any
invitation to offer to buy or subscribe for any securities. The information and opinions on which this communication is based have been complied or arrived
at from sources believed to be reliable and in good faith, but no representation or warranty, express or implied, is made as to their accuracy, correctness and
are subject to change without notice. Batlivala & Karani Securities India P Ltd and/ or its clients may have positions in or options on the securities mentioned
in this report or any related investments, may effect transactions or may buy, sell or offer to buy or sell such securities or any related investments. Recipient/s
should consider this report only for secondary market investments and as only a single factor in making their investment decision. The information enclosed
in the report has not been vetted by the compliance department due to the time sensitivity of the information/document. Some investments discussed in this
report have a high level of volatility. High volatility investments may experience sudden and large falls in their value causing losses when the investment is
realized. Those losses may equal your original investment. Some investments may not be readily realizable and it may be difficult to sell or realize those
investments, similarly it may prove difficult for you to obtain reliable information about the value, risks to which such an investment is exposed. Neither B&K
Securities nor any of its affiliates shall assume any legal liability or responsibility for any incorrect, misleading or altered information contained herein.

B & K SECURITIES INDIA PRIVATE LTD.
Equity Research Division: City Ice Bldg, 298, Ground/1st Floor, Perin Nariman Street, Behind RBI, Fort, Mumbai—400 001, India. Tel.: 91-22-4031 7000, Fax: 91-22-2263 5020/30.
Registered Office: Room No. 3/4, 7 Lyons Range, Kolkata-700 001. Tel.: 91-33-2243 7902.

B&K Research is also available on Bloomberg <BNKI>, Thomson First Call & Investext.



