
Financial highlights

(Rs mn) 4QFY09 4QFY10 YoY (%) FY09 FY10E YoY (%) FY11E YoY (%) FY12E YoY (%)

Net Sales 2,621 4,864 85.5 9,831 13,076 33.0 16,241 24.2 18,408 13.3

EBITDA 241 309 28.3 1,240 1,342 8.3 1,787 33.1 2,062 15.4

EBITDA margin (%) 9.2 6.4 – 12.6 10.3 – 11.0 – 11.2 –

Depreciation 100 118 17.5 433 449 3.5 503 12.2 585 16.3

Other Income 69 2 (96.6) 191 46 (75.9) 100 117.2 100 –

Interest 32 78 143.6 266 258 (2.8) 356 37.7 472 32.8

PBT 177 115 (35.0) 731 681 (6.8) 1,027 50.8 1,104 7.5

Tax 98 46 (53.3) 262 249 (5.0) 339 36.1 364 7.5

PAT 78 69 (12.2) 469 432 (7.8) 688 59.2 740 7.5

PAT margin (%) 3.0 1.4 – 4.8 3.3 – 4.2 – 4.0 –

EPS (Rs) 1.1 0.9 (12.2) 6.4 5.9 (7.8) 9.3 59.2 10.0 7.5
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Share Data

Reuters code MAPR.BO

Bloomberg code MDHPJ IN

Market cap. (US$ mn) 275

6M avg. daily turnover (US$ mn) 1.2

Issued shares (mn) 74

Target price (Rs) 217

Performance (%) 1M 3M 12M

Absolute 4 1 114

Relative 4 (6) 39

Valuation ratios

Yr to 31 Mar FY10E FY11E

EPS (Rs) 9.3 10.0

+/- (%) 59.2 7.5

PER (x) 17.7 16.5

PBV (x) 1.9 1.7

Dividend/Yield (%) 0.5 0.5

EV/Sales (x) 1.0 0.9

EV/EBITDA (x) 9.3 8.5

Major shareholders (%)

Promoters 58

FIIs 13

MFs & Fis 12

Public & Others 17

4QFY10 Result – Infrastructure assets to create value

Madhucon Projects’s (Madhucon) results are above our expectations at the

topline but below our estimates at the earnings level. Net sales for the quarter

stood at Rs 4.9 bn with 86% YoY growth. However, due to lower EBITDA margin

(~6.4%) during the quarter, the net profit de-grew by 12% YoY and stood at Rs 69

mn. The company ramped up work on the first phase of 300 MW of Simhapuri

Power plant which resulted in the strong growth in the revenues but margins

took a hit due to higher sub-contracting work during the quarter. The company’s

two BOT road projects are operational and the remaining two under execution

BOT road projects are expected to be operational by June 2010. The company has

done some excavation (~10,000-15,000 tonnes) in its South Sumatra coal mine.

Though there has been a considerable delay from its initial timelines, it expects

commercial production of 0.6 mn tonnes by end FY11E. Robust order book of Rs

40 bn (excluding the recent win of Rs 12 bn EPC contract) provides revenue

visibility. The share of  captive order book (currently around 40% of  the order

book) is expected to increase further, as the company adds more BOT projects in

its portfolio. However, we have downward revised the earnings estimates by 4%

for FY11E and by 6% for FY12E to build in the higher sub-contracting work.

Timely progress on power generation project, coal mining business and real

estate are crucial given their size. Madhucon’s success in raising funds in its

infrastructure subsidiary for its equity requirements will be a key trigger. At

the current market price, the stock is trading at 4.6x FY11E and 4.2x FY12E (Ex-

investments) earnings. Maintain Buy.

Highlights

• Madhucon has emerged as a lowest bidder in one BOT annuity road project, in Bihar and

has also been awarded an in-house EPC contract of Rs 12 bn for the second phase of 300

MW of  Simhapuri Power Plant.
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• The order book stood at Rs 40 bn, which is 2.5x FY11E and 2.2x FY12E, sales. The order

book comprises of roads ~20%, irrigation ~35%, power ~31% and others (building and

mining) ~14%.

• Madhucon has deferred the IPO plans of its infrastructure subsidiary (comprises of

roads, power and mining assets) company for the next year but plans to raise ~Rs 4 bn (in

one or more tranches) through private placement in the next three-five months.

• The company changed its revenue recognition policy from 01 April 2009 wherein the

completed work which is not billed, is treated as work-in-progress and is valued on the

basis of  actual expenditure incurred. Post change in accounting policy, unbilled completed

work now forms a part of change in stock (earlier formed a part of net sales). The company

has regrouped net sales for 4QFY09.
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Balance Sheet

Yr end 31 Mar (Rs mn) FY09 FY10P FY11E FY12E

Current assets 7,150 9,360 11,604 13,727

Investments 3,728 4,227 4,727 5,227

Net fixed assets 2,884 3,083 3,429 3,844

Total assets 13,762 16,670 19,761 22,798

Current liabilities 5,078 6,543 8,070 9,355

Total debt 3,199 4,116 5,061 6,143

Other non-current liabilities 125 124 124 124

Total liabilities 8,402 10,784 13,256 15,623

Share capital 74 74 74 74

Reserves & surplus 5,286 5,812 6,431 7,102

Shareholders' funds 5,360 5,886 6,505 7,176

Total equity & liabilities 13,762 16,670 19,761 22,798

Income Statement

Yr end 31 Mar (Rs mn) FY09 FY10 FY11E FY12E

Net sales 9,831 13,076 16,241 18,408

Growth (%) 33.2 33.0 24.2 13.3

Operating expenses (8,591) (11,734) (14,455) (16,346)

Operating profit 1,240 1,342 1,787 2,062

EBITDA 1,240 1,342 1,787 2,062

Growth (%) 15.5 8.3 33.1 15.4

Depreciation (433) (449) (503) (585)

Other income 191 46 100 100

EBIT 997 940 1,383 1,576

Interest paid (266) (258) (356) (472)

Pre-tax profit 731 681 1,027 1,104

(before non-recurring items)

Pre-tax profit 731 681 1,027 1,104

(after non-recurring items)

Tax (current + deferred) (262) (249) (339) (364)

Net profit 469 432 688 740

Adjusted net profit 469 432 688 740

Growth (%) (0.7) (7.8) 59.2 7.5

Net income 469 432 688 740

Cash Flow Statement

Yr end 31 Mar (Rs mn) FY09 FY10P FY11E FY12E

Pre-tax profit 731 681 1,027 1,104

Depreciation 423 476 503 585

Chg in working capital (799) (796) (854) (640)

Total tax paid (176) (250) (339) (364)

Cash flow from oper. (a) 179 111 337 685

Capital expenditure (827) (674) (850) (1,000)

Chg in investments (731) (500) (500) (500)

Cash flow from inv. (b) (1,558) (1,174) (1,350) (1,500)

Free cash flow (a+b) (1,379) (1,062) (1,013) (815)

Equity raised/(repaid) 0 (0)

Debt raised/(repaid) 1,237 918 945 1,082

Dividend (incl. tax) (26) (35) (69) (69)

Other financing activities 0 163

Cash flow from fin. (c) 1,211 1,046 876 1,013

Net chg in cash (a+b+c) (168) (16) (137) 198

Key Ratios

Yr end 31 Mar (%) FY09 FY10P FY11E FY12E

EPS(Rs) 6.4 5.9 9.3 10.0

EPS growth (0.7) (7.8) 59.2 7.5

EBITDA margin 12.6 10.3 11.0 11.2

EBIT margin 10.1 7.2 8.5 8.6

RoCE 12.7 10.0 12.7 12.5

Net debt/Equity 43.9 55.8 67.1 73.2

Valuations

Yr end 31 Mar (x) FY09 FY10P FY11E FY12E

PER 26.0 28.3 17.7 16.5

PCE 13.5 13.9 10.2 9.2

Price/Book 2.3 2.1 1.9 1.7

Yield (%) 0.2 0.5 0.5 0.5

EV/Net sales 1.5 1.2 1.0 0.9

EV/EBITDA 11.7 11.5 9.3 8.5

Du Pont Analysis – ROE

Yr end 31 Mar (x) FY09E FY10P FY11E FY11E

Net margin (%) 4.8 3.3 4.2 4.0

Asset turnover 0.7 0.9 0.9 0.9

Leverage factor 2.6 2.7 2.9 3.1

Return on equity (%) 9.1 7.7 11.1 10.8
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