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BL Kashyap and Sons What's New?
Foreseeing a rebound

After facing significant headwinds over the past two years due to a slump in the
domestic real estate market, BL Kashyap and Sons (BLK) is targeting healthy
growth for FY11. Though the company expects to end FY10 with a topline of
Rs 10.5bn and earnings of Rs 400mn - a 28% and a ~45% YoY decline - it is 34 NA NOT RATED NA
confident of a turning a corner in FY11 due to its strong order book position of
Rs 24bn. Moreover, it has additional L1 orders worth Rs 5bn (of which Rs 2.3bn
are civil work related NTPC’s order to be announced in the next one month).
Consequently, BLK is aiming for 70% growth in its FY11 topline to Rs 17bn.

CMP TARGET RATING RISK

BSE NSE BLOOMBERG

Robust order book of Rs 24bn: BLK, along with its subsidiaries, executes
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residential/commercial construction and infrastructure development projects in
India. The company’s current order book stands at Rs 24bn or 2.3x its FY10
revenues. This apart, BLK has L1 orders of Rs 5bn in its kitty; of these, it expects

to secure orders worth Rs 2.3bn relating to civil work from NTPC in the next one
month. Company data

Market cap (Rs mn/ US$ mn) 7,149 /157
Annual order inflows of Rs 20bn-25bn: In the current year, BLK has received

orders of Rs 16bn so far; it is confident of taking this number to Rs 20bn-25bn for
FY11, thus ensuring strong revenue visibility, going ahead. The order accretion
would be led by the residential and commercial construction segment and
supported by the company’s entry into the infrastructure segment.

Outstanding equity shares (mn) 21
Free float (%) 28.9
Dividend yield (%) 0.3
52-week high/low (Rs) 516 /86

2-month average daily volume 47,622

Management buoyant on growth: For 9MFY10, BLK’s revenues and profits stood
at Rs 7.2bn and Rs 276mn respectively; the company aims to end the year with a
topline of Rs 10.5bn and bottomline of Rs 400mn. The current order book of
Rs 24bn includes orders worth Rs 17bn with an execution timeline of 12-14 Stock performance

months; hence, after two bad years, the company hopes to clock a revenue Returns (%) CMP 1-mth 3-mth 6-mth
growth of 60-70% and an EBITDA margin of 8.5-9% (for its current order book) BLK 348 12.9 4.0) 0.5

in FY11. Sensex 16,441 (1.2) 9.5 38.4

Monetisation of Soul Space: Till date, BLK has invested Rs 2.5bn in Soul Space,
its real estate arm in which it holds a 98% stake. BLK hopes to unlock value from
its subsidiary by selling land at Pune and obtaining refundable deposits from joint
development partners for projects that it intends to shelve. In this manner, the Valuation matrix

management hopes to realise Rs 1.2bn over the next 12 months from Soul Space. () FYO6  FY07  FY08  FYO09

P/E @ CMP 12.7 6.4 6.2 9.1
Valuation: The stock is currently trading at a P/E of 17.9 FY10E and 10.6FY11E EV/EBITDA @ CMP 18.6

(management) expected earnings. We do not have any rating on the stock.

9.6 4.8 6.8

Financial highlights Profitability and return ratios

(Rs mn) FY06 FY07 FY08 FY09 (%) FY06 FY07 FY08 FY09

Revenue 4,655 8,081 15,427 14,572 EBITDA margin 10.2 11.4 11.9 8.9
Growth (%) 48.8 73.6 90.9 (5.5) EBIT margin 9.3 10.2 10.9 7.6
Adj net income 282 556 1,153 781 Adj PAT margin 6.1 6.9 7.5 5.4
Growth (%) 137.2 97.4 107.4 (32.3) ROE 21.6 20.6 33.1 17.8
FDEPS (Rs) 27.4 54.1 56.1 38.0 ROIC 34.7 27.5 27.5 16.6
Growth (%) 116.9 97.4 3.7 (32.3) ROCE 20.1 17.7 26.9 15.2

—
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A subdued FY09 and FY10: BLK’s turnover in FY09 aggregated Rs 14.7bn, down 5% as
compared to the preceding year. The EBITDA margin for FY09 dipped 300bps YoY to
8.9%, mainly because some projects incurring mobilisation expenses did not see
concomitant revenue booking. Also, a one-time staff cost from salary hikes and
employee severance packages cramped margins. Net profit for the year slumped ~32%
to Rs 780mn mainly due to lower revenues and margin pressure.

The management also expects to end FY10 with lower revenues of Rs 10.5bn (down
28% YoY) and profits of Rs 400mn (down ~45%). The management attributes this
decline to two factors (a) the company’s decision to go slow on certain projects that
were facing payment issues and (b) the severe industry-wide liquidity crunch.

Fig 1 - Subdued financial performance for FY10 so far

(Rs mn) Q3FY10  Q3FY09 % ChgYoY  Q2FY10 % Chg QoQ FY09 9MFY10 9MFY09 % Chg YoY
Net sales 2,728 3,575 (23.7) 2,401 13.6 14,572 7,254 11,760 (38.3)
Expenditure 2,504 3,254 (23.0) 2,195 14.1 13,278 6,658 10,515 (36.7)
Operating profit 224 321 (30.4) 206 8.6 1,295 596 1,245 (52.1)
Other income 88 30 199.5 88 ©0.1) 252 264 147 80.0
Interest 106 54 94.4 116 (8.9) 190 312 129 1426
Depreciation 44 48 9.1) 43 2.1 188 128 140 9.1)
PBT 163 249 (34.6) 136 19.9 1,169 421 1,123 (62.5)
Tax 55 87 (36.2) 46 20.4 396 145 357 (59.5)
PAT 107 162 (33.7) 90 19.7 781 276 766 (63.9)
(EOE)')TDA margin 8.2 9.0 (80 bps) 8.6 (40 bps) 8.9 8.2 10.6 (240 bps)
EPS (Rs) 5.2 7.9 (33.7) 4.4 19.7 38.0 13.5 37.3 (63.9)

Source: Company, RHH

Fig 2 - Comparative valuations

Order
Company CMP book (Rs P/E (x) EBITDA margins (%) PAT margin (%) ROE (%)
bn)
FYTOE FYT1E FY08 FY09 FY10E FYT11E FY08 FYO9 FY10E FY11E FY08 FY09 FY10E FYT1E
28
MAN Infra 252%* 20.2 11.5 NA 22.7 25.5 31.7* NA 13.6 14.7 18.6* NA 24.9 30.5 annualis NA
ed
Ahluwalia Cont 203 34.0 13.6 11.0 121 12.3 12.5 12.5 5.9 4.8 6.1 5.9 50.5 37.9 42.5 36.0
CCCL 77 36.4 14.8 11.7 9.4 6.6 8.7 8.8 6.0 4.0 4.8 4.9 27.7 15.0 17.2 19.5
BL Kashyap 348 24.0 17.9 10.6 11.9 8.9 8.4 8.5 7.5 5.4 3.8 4.5 33.1 17.8 8.0 12.3

Source: Company, Bloomberg, RHH *for IMFY10 reported **IPO price

$#RELIGARE

Hichens Harrison

Established 1803




BL Kashyap and Sons

Standalone financials

Profit and Loss statement

Company Update
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Balance sheet

Y/E March (Rs mn) FY06 FY07 FY08 FY09 FY06 FY07 FY08 FY09
Revenues 4,655 8,081 15,427 14,572 Cash and cash eq 396 385 577 891
Growth (%) 48.8 73.6 90.9 (5.5) Accounts receivable 882 1,979 2,991 4,392
EBITDA 476 924 1,842 1,295 Inventories 576 1,158 2,588 2,395
Growth (%) 93.9 94.2 99.5 (29.7) Other current assets 431 1,126 2,229 2,795
Depreciation & amortisation 43 99 156 188 Investments 1,405 1,454 673 673
EBIT 433 824 1,687 1,106 Gross fixed assets 557 921 1,640 1,860
Growth (%) 98.6 90.3 104.7 (34.4) Net fixed assets 428 700 1,264 1,330
Interest 41 50 161 190 CWIP - - - -
Other income 33 80 219 244 Intangible assets - - - -
EBT 425 854 1,744 1,177 Deferred tax assets, net (16) (20) (26) (26)
Income taxes 143 298 591 396 Other assets 64 47 32 -
Effective tax rate (%) 33.7 34.9 33.9 33.6 Total assets 4,165 6,830 10,327 12,449
Extraordinary items - - - - Accounts payable 645 1,110 1,982 -
Min into / inc from associates - - - - Other current liabilities 613 1,324 1,944 3,593
Reported net income 282 556 1,153 781 Provisions 270 508 1,212 1,500
Adjustments - - - - Debt funds 195 932 1,177 2,600
Adjusted net income 282 556 1,153 781 Other liabilities - - - -
Growth (%) 137.2 97.4 107.4 (32.3) Equity capital 103 103 103 103
Shares outstanding (mn) 10.3 10.3 20.5 20.5 Reserves & surplus 2,339 2,852 3,910 4,667
FDEPS (Rs) (adj) 27.4 54.1 56.1 38.0 Shareholder's funds 2,442 2,955 4,012 4,770
Growth (%) 116.9 97.4 3.7 (32.3) Total liabilities 4,165 6,830 10,327 12,449
DPS (Rs) 3.0 3.5 4.0 1.0 BVPS (Rs) 237.7 287.7 195.3 232.2
Cash flow statement Financial ratios
Y/E March (Rs mn) FY06 FY07 FY08 FY09 Y/E March FYO6 FYO07 FY08 FY09
Net income + Depreciation 324 656 1,309 970 Profitability & Return ratios (%)
Non-cash adjustments 142 1,004 530 1,040 EBITDA margin 10.2 11.4 11.9 8.9
Changes in working capital (402) (1,236) (1,740) (1,253) EBIT margin 9.3 10.2 10.9 7.6
Cash flow from operations 64 423 100 757 Net profit margin 6.1 6.9 7.5 5.4
Capital expenditure (267) (368) (720) (219) ROE 21.6 20.6 33.1 17.8
Change in investments (1,378) (32) 855 - ROCE 20.1 17.7 26.9 15.2
Other investing cash flow - - - - Working Capital & Liquidity ratios
Cash flow from investing (1,646) (400) 134 (219) Receivables (days) 58 65 59 92
Issue of equity 2,032 - - - Inventory (days) 57 76 89 68
Issue/repay debt - - - - Payables (days) 85 77 73 27
Dividends paid (111 (35) (42) (24) Current ratio (x) 1.8 1.9 2.1 2.9
Other financing cash flow (80) 1 - - Quick ratio (x) 1.0 1.0 0.9 1.5
Change in cash & cash eq 261 (11) 192 514 Turnover & Leverage ratios (x)
Closing cash & cash eq 396 385 577 891 Gross asset turnover 11.0 10.9 12.0 8.3
Economic Value Added (EVA) analysis Total asset turnover 1.7 1.5 1.8 1.3
Interest coverage ratio 10.6 16.6 10.5 5.8
Y/E March
Adjusted debt/equity 0.1 0.3 0.3 0.5
WACC (%) 15.0 15.3 14.0 13.1 Valuation ratios (9
ROIC (%) 34.7 27.5 27.5 16.6 EV/Sales 103 ) 31 33
Invested capital (Rs mn) 1,207 2,700 5,400 7,965 EV/EBITDA 101.0 52.0 26.1 371
EVA (Rs mn) 238 329 734 279 P/E 12.7 6.4 6.2 9.1
EVA spread (%) 19.7 12.2 13.6 3.5 P/BV 1.5 1.2 1.8 1.5
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Quarterly trend
Particulars Q3FY09 Q4FY09 Q1FY10 Q2FY10 Q3FY10
Revenue (Rs mn) 3,575 2,840 2,126 2,401 2,728
YoY growth (%) (11.9) (38.5) (86.2) (42.0) (32.5)
QoQ growth (%) (11.6) (20.6) (25.1) 12.9 13.6
EBITDA (Rs mn) 321 77 126 163 180
EBITDA margin (%) 9.0 2.7 5.9 6.8 6.6
Adj net income (Rs mn) 162 22 79 90 107
YoY growth (%) (36) (94) (93) (75) (56)
QoQ growth (%) (33) (86) 257 13 20
DuPont analysis
(%) FY06 FY07 FY08 FYO9E
Tax burden (Net income/PBT) 66.3 65.1 66.1 66.4
Interest burden (PBT/EBIT) 98.1 103.6 103.4 106.4
EBIT margin (EBIT/Revenues) 9.3 10.2 10.9 7.6
Asset turnover (Revenues/Avg TA) 169.9 147.0 179.8 128.0
Leverage (Avg TA/Avg equtiy) 210.4 203.7 246.2 259.3
Return on equity 21.6 20.6 33.1 17.8
Company profile Shareholding pattern
Founded in 1978 and promoted by the Kashyap family, BL Kashyap (%) Jun-09 Sep-09 Dec-09
and Sons, together with its subsidiaries, engages in residential and Promoters 71.1 71.1 71.1
commercial construction as well as infrastructure development in Flls 13.5 14.4 15.1
India. Based out of New Delhi the company provides construction
solutions and services in various sectors, such as factories and Banks & Fis 5.6 4.8 6.0
manufacturing facilities, IT campuses, commercial and residential Public 9.8 9.7 7.8
complexes, schools and colleges, retail malls and multiplexes,
hotels and hospitals.
Recommendation history Stock performance
Date Event Reco price Tgt price Reco
31-Jul-09  Visit Note 369 NA NA ggg
8-Mar-10 Company Update 348 NA NA 450
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Coverage Profile
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Recommendation interpretation

Recommendation Expected absolute returns (%) over 12 months
Buy More than 15%

Hold Between 15% and -5%

Sell Less than —5%

Recommendation structure changed with effect from March 1, 2009

Expected absolute returns are based on share price at market close unless otherwise stated. Stock recommendations are based on absolute upside (downside) and have a
12-month horizon. Our target price represents the fair value of the stock based upon the analyst’s discretion. We note that future price fluctuations could lead to a temporary
mismatch between upside/downside for a stock and our recommendation.

Religare Capital Markets Ltd

4™ Floor, GYS Infinity, Paranjpe ‘B’ Scheme, Subhash Road, Vile Parle (E), Mumbai 400 057.

Disclaimer

This document is NOT addressed to or intended for distribution to retail clients (as defined by the FSA).
This document is issued by Religare Hichens, Harrison & Co Plc (“Hichens”) in the UK, which is authorised and regulated by the Financial Services Authority in connection
with its UK distribution. Hichens is a member of the London Stock Exchange.

This material should not be construed as an offer or recommendation to buy or sell or solicitation of any offer to buy any security or other financial instrument, nor shall it, or
the fact of its distribution, form the basis of, or be relied upon in connection with, any contract relating to such action or any other matter. The material in this report is based
on information that we consider reliable and accurate at, and share prices are given as at close of business on, the date of this report but we do not warrant or represent
(expressly or impliedly) that it is accurate, complete, not misleading or as to its fitness for the purpose intended and it should not be relied upon as such. Any opinion
expressed (including estimates and forecasts) is given as of the date of this report and may be subject to change without notice.

Hichens, and any of its connected or affiliated companies or their directors or employees, may have a position in any of the securities or may have provided corporate finance
advice, other investment services in relation to any of the securities or related investments referred to in this document. Our asset management area, our proprietary trading
desks and investing businesses may make investment decisions that are inconsistent with the recommendations or views expressed in this briefing note.

Hichens accepts no liability whatsoever for any direct, indirect or consequential loss or damage of any kind arising out of the use of or reliance upon all or any of this material
howsoever arising. Investors should make their own investment decisions based upon their own financial objectives and financial resources and it should be noted that
investment involves risk, including the risk of capital loss.

This document is confidential and is supplied to you for information purposes only. It may not (directly or indirectly) be reproduced, further distributed to any person or
published, in whole or in part, for any purpose whatsoever. Neither this document, nor any copy of it, may be taken or transmitted into the United States, Canada, Australia,
Ireland, South Africa or Japan or into any jurisdiction where it would be unlawful to do so. Any failure to comply with this restriction may constitute a violation of relevant
local securities laws. If you have received this document in error please telephone Nicholas Malins-Smith on +44 (0) 20 7382 4479.
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