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TARGET PRICE (Rs) : 1,050

Techno Electric (TEEC)'s enviable track record in the power EPC space, presence Target Price - 12M Mar-25
across the entire power value chain, technocrat promoters, and timely foray Change in TP (%) NA
into the data-center industry provides a multi-year opportunity to play the Current Reco. BUY
power revolution theme. GoI’'s focus on reducing AT&C losses of DISCOMs Previous Reco. NR
(~Rs1trn annually) by deploying 250mn smart meters holds prospects (though Upside/(Downside) (%) 32.9
transient) for TEEC, in terms of both—EPC business and monetizing the annuity CMP (12-Feb-24) (Rs) 790.0
business (~Rs7bn). TEEC's entry into the data-center industry - leveraging its
expertise in the EPC power industry at a time when India’s demand for data Stock Data Ticker
processing and computing is burgeoning - offers significant option value, in )
addition to its core EPC business (~Rs27bn). We initiate coverage on Techno 52-week High (Rs) 84>
Electric with a BUY and SoTP-based Mar-25 TP of Rs1,050/share, imputing a 52-week Low (Rs) 306
Mar-26E PER of 27x. Shares outstanding (mn) 107.6
Market-cap (Rs bn) 85
Techno Electric: Financial Snapshot (Consolidated) Market-cap (USD mn) 1,024
Y/E Mar (Rs mn) FY22 FY23 FY24E FY25E FY26E Net-debt, FY24E (Rs mn) -14,448
Revenue 10,739 8,295 16,944 25,200 32,737 ADTV-3M (mn shares) -
EBITDA 2,222 867 2,285 3,770 5,028 ADTV-3M (Rs mn) 188.2
Adj. PAT 2,631 966 2,236 3,083 3,962 ADTV-3M (USD mn) 2.3
Adj. EPS (Rs) 23.9 8.8 20.8 28.6 36.8 Free float (%) )
EBITDA margin (%) 20.7 10.4 13.5 15.0 15.4 Nifty-50 21,616
EBITDA growth (%) 2.8 (61.0) 163.6 65.0 33.4 INR/USD 83.0
Adj. EPS growth (%) 44.8 (63.3) 136.6 37.8 28.5 Shareholding, Jun-18
ROE (%) 15.2 5.1 11.1 13.9 15.8 Promoters (%) 58.8
RoIC (%) 17.7 9.1 25.1 24.2 23.2 FPIs/MFs (%) 1.5/22.6
P/E (x) 33.0 90.0 38.0 27.6 21.5
EV/EBITDA (x) 38.9 98.6 36.7 22.2 16.5
P/B (x) 4.7 4.5 4.1 3.6 3.2 Price Performance
FCFF yield (%) 4.2 4.4 1.0 (4.2) 3.7 (%) 1M 3M 12M
Source: Company, Emkay Research Absolute (0.9) 28.5 110.9
Rel. to Nifty 0.3 16.1 74.2
Right to win in the data-center industry
Power accounts for ~45% of rentails. in data centers, an.d a reliable, affordable & clefan ST T [ e (GO
supply of power is the key determining factor for choosing an EPC partner. TEEC, with P . %0

its decades-long experience in and technical know-how of the power sector, can thus
leverage its expertise to deliver cumulative cost savings of more than USD500mn to
hyperscalers. With India’s DC industry slated to log over 25% CAGR till CY26E, we believe
such a foray affords significant option value to investors in addition to core EPC business.

Capturing opportunity amid the power revolution

Transformation of the power industry is under way, as demand from the manufacturing
sector, buoyed by policy initiatives, surges. India’s power demand is expected to clock
7% CAGR till FY27E, leading to demand for power evacuation (T&D). Additionally, the
Gol’s impetus to renewable energy (50% contribution by 2030), the resultant grid
integration, and its focus on reducing pollution (flue gas desulfurization policy for thermal
plants) offer a ~Rs2trn opportunity to TEEC over the next 5 years.

Mutating distribution landscape

With launch of the RDSS scheme, the Gol intends to replace conventional meters with
250mn smart meters by FY25, in order to arrest AT&C losses of DISCOMs (~Rsitrn
annually). Though transient in nature, this provides a mega opportunity for TEEC, which
expects annual order wins to the tune of Rs20-25bn for the next 2-3 years. We believe
TEEC will bag a total of 4mn smart-meter orders, which should provide annuity revenues
to its SPV till FY35E.

Financials, and Risks

We peg TEEC's order book to reach Rs83bn by FY26E, buoyed by smart-meter orders
(worth Rs20-22bn). With softening commodity prices, EBIT margins are expected to
hover at around 13%. Return ratios are expected to contract, as the company shifts to
an asset-heavy model (data center & smart meter). Key risks: Delay in
ordering/execution in T&D, privatization of DISCOMs, enhanced competition from global
players, inability to monetize SPVs and venturing into asset-heavy businesses leading to
balance-sheet risks.
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Investment thesis

Presence across the power value chain, an unblemished track record over decades in
the power EPC industry, policy initiatives to boost health of DISCOMs and GoI’'s
renewed focus on developing the power infrastructure allow Techno Electric (TEEC)
to capture a share of the overt power revolution opportunity in India. TEEC's timely
foray in the data-center business, thus leveraging its expertise in the EPC power
industry, offers a sizeable optionality to the company in addition to its core EPC
business (~USD325mn). Gol’s focus on clean energy, underpinned by its thrust on
improving renewable energy contribution (50% by 2030) of total power generation
and flue gas desulfurization policy, grants a ~Rs2trn opportunity to TEEC over the
next 5 years. We initiate coverage on Techno Electric with a BUY recommendation
and value the company on SOTP basis with Mar-25E TP of Rs1,050/share, attributing
FY26E PER of 27x.

Data center & Smart meters offers significant option value in
addition to core EPC business

TEEC is currently commissioning an ultra-scalable, hyper-density, green data center in
Chennai, of 24MW load capacity with an investment of USD160mn, with expected completion
of Phase I (5.6MW) by Sep-24. The company has set an ambitious target of setting up hyper
scale data centers of 250MW across India by 2030. We factor the company growing its data
center portfolio to at least 100MW by 2030 utilizing cash available on books (~Rs15bn), internal
accruals and debt (~Rs20bn). We value the Data center SPV at an equity value of ~Rs27bn
based on DCF methodology.

Exhibit 1: We value Data Center SPV at Rs251/share

Particulars (Rs mn) FY25E FY26E FY27E FY30E FY36E
EBIT 140 852 1,680 3,360 7,251
Tax rate 25% 25% 25% 25% 25%
NOPAT 105 636 1,255 2,510 5,417
Add: D&A 112 480 480 960 1,960
Add: Capex (2,240) (7,360) - - -
FCFF (2,023) (6,244) 1,735 3,470 7,377
PV of FCFF (2,023) (6,244) 1,556 2,013 2,484
WACC 12%
Terminal growth 3%
PV of CFs (FY24-35E) 16,497
PV of terminal value 30,097
Total EV 46,594
(Less) Net Debt 19,600
Total Equity value 26,994
Total no. of shares (mn; Oct-23) 108
Target price/share (Rs; Mar-25E) 251

Source: Company, Emkay Research

Currently, ~Rs2.2trn worth of smart meters are under various stages of bidding, of which 9%
have already been installed. TEEC expects to get annual orders worth Rs20-25bn going ahead
in FY24-25E. We expect TEEC to bag orders for 4mn smart meters in the next 12-15 months
which should provide annuity revenues to its SPV till FY35. Upfront investments in procuring
smart meters and execution challenges owing to scattered deployment are key risks for players
in this segment. TEEC’s management prudently has restricted committing capital investments
and is relying on debt financing (in addition to using upfront payments from customers).
Execution capabilities are easily scalable with deployment of ~50-80K smart meters/month
thereby shielding TEEC from any cost overruns. With equity IRRs ~12-13%, we estimate equity
value of smart meter SPV to be ~Rs7bn.

Emkay Research is also available on www.emkayglobal.com and Bloomberg EMKAY<GO>.Please refer to the last page of the report on Restrictions on Distribution. In Singapore, this research report or research
analyses may only be distributed to Institutional Investors, Expert Investors or Accredited Investors as defined in the Securities and Futures Act, Chapter 289 of Singapore.
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Exhibit 2: Return structure of a Smart Meter

Particulars (per smart meter - Rs)

Month 6 Month 7 Month 8 Month 9-60 Month 61-99

Total cost of EPC contract (7,000) - - - -
Loan proceeds (assuming 70% of EPC value / 9% interest) 5,000 - - - -
Upfront payout from customer - - 900 - -
Monthly payout from customer - 98 98 98 98
Loan EMI (post netting off upfront payment) - - (96) (96) -
Net cashflows (2,000) 98 2 2 98
IRR 13%

Source: Industry, Emkay Research

Exhibit 3: Estimated equity value of smart meter SPV

Particulars (Rs) Details

Total Bid value per meter 10,000 Estimated average bid offer for a smart meter under DBFOT model

(Less) EPC order value (7,000) Average range of Rs6,800-7,200

Accumulated Residual value 3,000

(Less) Finance costs (1,212) 70% of investment funded by 9% debt for a period of 4.5years

Equity value per meter 1,788

Total value of SPV (mn) 7,151 Assuming 4mn smart meters

Source: Industry, Emkay Research

Historically, TEEC has been judicious in pursuing orders in the T&D segment as evident in its
margin profile vs peers. The company has undertaken complex projects which offer premium
margins and the asset light nature of business offers advantage over peers (which sell products
vs pure EPC projects). Also, given its decades of experience in the power sector, the company
has skillfully mitigated payment and working capital related balance sheet risks by working
with government agencies. Its presence across the power supply chain also allows the company

to assess
Exhibit 4: TEEC's EBITDAM historically has outperformed peers Exhibit 5: EBIT margin follows a similar trend
e— TEEC KEC International === Kalpataru Projects International ETEEC KEC International m Kalpataru Projects International
30% A 25% 1
25% 1 20% -
20% A
15% A
15% A
10% A
10% A b
5% 4 5% A
0% T T T T T T T T T ] 0% -
FY14 FY15 FY16 FY17 FY18 FY19 FY20 FY21 FY22 FY23 FY14 FY15 FY16 FY17 FY18 FY19 FY20 FY21 FY22 FY23

Source: Company, Emkay Research

Source: Company, Emkay Research

Exhibit 6: TEEC features across the power sector value chain to supply EPC projects
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Source: Industry
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Power revolution in India

The growing economy, burgeoning population, rapid urbanization, increasing industrial
production, and improving living standards posit significant pressure on India’s power
requirements. Against this backdrop, while the country has clocked energy-requirement CAGR
of 4% over FY15-23, its power generation infrastructure has kept pace and led to decrease in
the energy shortfall (unmet energy requirement), from 3.6% in FY15 to 0.5% in FY23.

This is driven by Rs1.3trn capex by the Gol over FY19-24, to bulk up the infrastructure towards
meeting such demand. However, with the changing climate and increasing power consumption
driven by growth in per-capita income, the country still faces a substantial shortfall during the
annual peak demand season. This situation will only exacerbate, with an expected growth in
manufacturing base driven by the Atmanirbhar Bharat and PLI schemes. This supply-demand
mismatch presents a sizable opportunity for players across the power sector value chain to
capture a share of the booming power infrastructure development pie.

Exhibit 7: Peak energy demand and the associated shortfall have gone up after Covid
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Source: CEA, Emkay Research

Exhibit 8: Significant improvement observed in meeting peak demand over the years
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Source: CEA, Emkay Research

The environment remains challenging, with energy consumption expected to see 6% CAGR,
from 1,380BU in 2022 to 2,474BU in 2032, as per estimates by PGCIL, with peak demand to
follow suit. This would require significant capital investment in improving generation and
transmission capabilities, to ensure that the shortfall targets are also met.

analyses may only be distributed to Institutional Investors, Expert Investors or Accredited Investors as defined in the Securities and Futures Act, Chapter 289 of Singapore.
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Exhibit 9: Energy consumption to clock 6% CAGR over 2022-32 Exhibit 10: Peak demand to follow a similar trajectory over 2023-30
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According to recent industry reports, India’s manufacturing GDP (currently contributing around
17% to the GDP) is poised to reach USD1trn by 2026. This would be driven by the momentum
in FDI inflows and Gol’s ‘Make in India’ initiative as well as Production-Linked Incentive (PLI)
scheme. The PLI scheme had seen the Gol budget an outlay of Rs1.97trn across 14 sectors to
incentivize production in the automobile, electronics, pharma, white goods and textiles
industries, while semiconductors, agri tech, and waste management show promise, among
emerging sectors.

Exhibit 11: India’s Manufacturing GDP (value added) is expected to reach USD1trn by 2026
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Source: World Bank, Emkay Research

This growth in manufacturing would be built on a sustainable and reliable energy supply.
Looking at anecdotal evidence, China saw 9% CAGR in power consumption during 2006-09,
while its GDP grew to USD5trn from USD3trn. Anticipating an almost similar increase in India,
power generation infrastructure needs to accommodate the growing per-capita power
consumption, and transmission infrastructure would need to grow commensurately with it.

Exhibit 12: China’s power consumption saw 9% CAGR during 2006-09
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Source: World Bank, Emkay Research
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The Transmission & Distribution opportunity

Buoyed by policy initiatives like the PLI scheme and Atmanirbhar Bharat initiative,
India stands at the cusp of a manufacturing revolution. This will fuel an insatiable
demand for power, thereby leading to demand for power evacuation (T&D). The
government’s stated objective of 50% contribution from renewable sources by 2030
presents an additional opportunity for EPC players like TEEC. The Green Energy
Corridor program, aimed at synchronizing electricity produced from renewable
sources with conventional sources in the grid, is likely to entail a capex of Rs2.4trn
over the next 5 years.

The expansion of the transmission grid is crucial to support the utilization of generation
resources and address the increasing power requirements in India. To enhance the
transmission infrastructure, the government has undertaken the Prime Minister's 'Gati Shakti
Master Plan'. Under this plan, the government aims to expand the transmission network, which
will facilitate seamless transfer of electricity from power-surplus regions to power -deficit
regions.

Exhibit 13: Transmission infrastructure expansion over the years
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Source: CEA, Emkay Research,; Note: *Transformation capacity of sub-station with >220kV levels

Transmission projects are generally awarded for implementation through the Tariff Based
Competitive Bidding (TBCB) route, wherein private developers give bids based on the tariff
they propose for the power generated. The developer offering the lowest tariff is awarded the
project. This was introduced to bring in competition in the development of the country’s
transmission infrastructure.

Exhibit 14: Status of the transmission schemes notified through TBCB

Projects commissioned 44
Projects under implementation 33
Stalled projects 4
Projects notified and are under bidding/bidding yet to start 15
Projects under TBCB 96

Source: CEA, Emkay Research

The swelling power requirement cannot be met alone with fossil-fuel driven energy, and needs
to be supplemented with renewable sources (such as Hydro, Solar and Wind) owing to
dwindling fossil availability. This is all the more crucial, with a global tailwind toward adoption
of RE for arresting carbon emissions from production using non-RE sources.

Emkay Research is also available on www.emkayglobal.com and Bloomberg EMKAY<GO>.Please refer to the last page of the report on Restrictions on Distribution. In Singapore, this research report or research
analyses may only be distributed to Institutional Investors, Expert Investors or Accredited Investors as defined in the Securities and Futures Act, Chapter 289 of Singapore.
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Renewable tailwinds aplenty

With the widespread climate change and ongoing geopolitical tensions leading to energy
scarcity world-wide, the past few years have seen the global viewpoint of the situation
changing, from ‘climate emergency’ to ‘energy emergency’. Today, the world views the
transition to sustainable energy as the only viable solution for the devastating effects of climate
change. As an outcome of the United Nations Climate Change Conference (COP26), 49
countries plus the EU have pledged to achieve a net-zero target.

Exhibit 15: India has high potential to increase renewable energy in its energy mix (2022)

Share of electricity production from renewables, 2022

Renewables include electricity production from hydropower, solar, wind, biomass & waste, geothermal, wave, and
tidal sources.
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Source: Our World in Data

The world has, collectively, been moving away from fossil-fueled energy towards cleaner forms
of energy, such as renewable and nuclear. This has resulted in increased adoption of wind,
solar and, particularly, hydro energy.

Exhibit 16: Global adoption of renewable energy has been consistently increasing
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Source: Industry, Emkay Research

Given the integrated economies today, India has followed the global energy trajectory. India’s
power demand is expected to clock 7% CAGR over a period of 5 years until FY27. This has
brought renewed focus on renewable energy, with the limelight on solar and wind playing
catch-up with the increasing demand. Because of the impetus provided by the government,
the Renewable Energy (RE) share in India has been increasing.

Emkay Research is also available on www.emkayglobal.com and Bloomberg EMKAY<GO>.Please refer to the last page of the report on Restrictions on Distribution. In Singapore, this research report or research
analyses may only be distributed to Institutional Investors, Expert Investors or Accredited Investors as defined in the Securities and Futures Act, Chapter 289 of Singapore.
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Exhibit 17: RE has increased its share significantly in India's total energy mix
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Source: CEA, Emkay Research

From the current mix of 43% renewable energy in the total installed capacity, the significantly
higher 16% CAGR of RE (vs 2% CAGR of fossil fuel) is expected to lead to 64% RE in the mix
by 2030 (installed capacity).

Exhibit 18: Newly installed wind capacity in India resurging Exhibit 19: RE capacity CAGR to clock at 16% over FY23-30
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Government impetus

As of FY22, India is the third-largest producer and the second-largest consumer of electricity
globally. Further strengthening its viewpoint on RE at the United Nations Climate Change
Conference (COP26), India announced its ambitious stance of achieving:

B Net-zero emissions by 2070

B 50% renewable energy in the mix, by 2030
B 1bn ton reduction in carbon emissions by 2030

B 500GW of non-fossil fuel energy capacity by 2030

B 45% reduction in emission intensity of the economy by 2030

Gol’'s emphasis on achieving ‘Power for everyone’ has sped up the country's RE capacity
expansion. Highlights include:

B The Ministry of New and Renewable Energy (MNRE) will invite annual bids of Interstate
Transmission (ISTS) connected RE capacity for 50GW during FY24-30; the RE bids could be
vanilla solar/wind-based, wind-solar hybrid or RE/RTC with/without storage.

® Mandatory for under-construction thermal power plants to have 40% RE capacity.

B The Commercial & Industrial (C&I)/corporate power purchase agreement (PPA) market will
drive demand for wind-solar hybrid and renewable energy round-the-clock (RTC) power.

B E-reverse bidding discontinued for wind-based projects; the new regime on single-stage two
envelope closed bids to lead to better tariffs and revive the wind energy sector.

B Renewable Purchase Obligation (RPO) mandates that all electricity DISCOMs should
purchase or produce a minimum quantity of their requirement from RE. The RPO trajectory
is expected to increase, from 24.6% to 43.3% (FY23-30), and thus drive accelerated RE
adoption.

analyses may only be distributed to Institutional Investors, Expert Investors or Accredited Investors as defined in the Securities and Futures Act, Chapter 289 of Singapore.
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Exhibit 20: RPO targets for RE as set by government for FY30

Wind RPO Hydro RPO Others RPO Total RPO
FY23 0.8% 0.4% 23.4% 24.6%
FY24 1.6% 0.7% 24.8% 27.1%
FY25 2.5% 1.1% 26.4% 29.9%
FY26 3.4% 1.5% 28.2% 33.0%
FY27 4.3% 1.8% 29.9% 36.0%
FY28 5.2% 2.2% 31.4% 38.8%
FY29 6.2% 2.5% 32.7% 41.4%
FY30 6.9% 2.8% 33.6% 43.3%

Source: National Electricity Plan, Emkay Research

India's long-term regulatory support for solar energy is driven by initiatives such as the
National Solar Mission, which sets ambitious targets, and the Renewable Purchase Obligation
mandating a share of electricity from renewables. Policies include feed-in tariffs (FiTs),
competitive bidding, and tax incentives to attract solar investments. Measures like net
metering, participation in the International Solar Alliance, and the development of solar parks
underscore India's commitment to sustainable energy. These regulatory drivers aim to
enhance energy security and foster economic growth through widespread solar adoption.

Long-term growth drivers for India’s wind energy market include ISTS waivers for RE, RPO
compliance, discontinuance of e-reverse auction, and introduction of single-stage closed bids,
wind export hub, repowering old wind projects, and National Green Hydrogen Mission that
requires development of Green Hydrogen production capacity of at least 5 million metric ton
per annum (MMTPA), with associated RE capacity addition of 125GW by 2030.

The CEA Report on ‘Transmission System for Integration of over 500 GW RE Capacity by 2030’
identifies various transmission lines aggregating 50,890ckm and 433,575MVA. Following these
additions to the ISTS, the cumulative inter-regional transmission capacity is likely to be about
150GW in 2030. The integration of this transformation capacity at new/existing substations
under ISTS for wind and solar capacity by 2030 would entail a cost of Rs2.4trn.

Opportunities in the T&D market

Bringing about integration of RE power into the grid is just one of the opportunities that would
drive growth in the T&D market. Some other opportunities include:

Inter-State Transmission System

The Inter State Transmission System (ISTS) pertains to the conveyance of electricity generated
from diverse sources across state borders using grid transmission lines. This facilitates the
sharing of surplus electricity from regions with abundant energy resources to areas with higher
electricity demand but limited access to energy sources.

Exhibit 21: ISTS asset addition plan

FY24 FY25 FY26 FY27 FY28
ckm addition - 6,510 11,760 7,894 2,028
MVA addition 1,000 58,435 145,160 74,775 6,630
Estimated cost (Rs mn) 18.5 1,963.7 7,784.2 5,386.3 2,696.7

Source: PGCIL, Emkay Research

The Government of India (Gol) has announced the exemption of Inter-State Transmission
System (ISTS) charges for renewable energy (RE) projects commissioned until 2025.
Subsequently, these charges will only be applied to RE projects commissioned after 30-Jun-
2025, in a phased manner. Specifically, the central government will impose 25% of the
applicable ISTS charges on projects commissioned between 1-Jul-2025 and 30-Jun-2026.
These charges will incrementally increase at 25% each year, reaching 100% of ISTS charges
for RE projects commissioned after 1-Jul-2028. The granted waivers will remain in effect for
25 years from the respective commissioning dates. This ISTS waiver is anticipated to result in
a reduction of the net landed cost for consumers by an estimated Rs0.7-0.8/kWh.

Emkay Research is also available on www.emkayglobal.com and Bloomberg EMKAY<GO>.Please refer to the last page of the report on Restrictions on Distribution. In Singapore, this research report or research
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Intra-State Transmission system Green Energy Corridor (InSTS GEC)

The establishment of an Intra-State Transmission System by State Transmission Utilities (STU)
must align with the progression of both, the Inter-State transmission system and the
Distribution system. This is imperative, as it serves as a crucial link in the power supply chain,
bridging the gap between the Inter-State Transmission and Distribution systems. The
development of an Intra-State Transmission System is poised to improve the capacity of states
to deliver enhanced services to consumers, mitigate power outages resulting from overloading
or tripping, and contribute to a further reduction in Aggregate Technical and Commercial
(AT&C) losses.

Phase 1: The InSTS GEC scheme with total target of 9,700ckm intra-state transmission lines
and 22,600MVA sub-stations was approved by the Cabinet Committee on Economic Affairs
(CCEA) in 2015. The InSTS GEC scheme is currently under implementation by the State
Transmission Utilities (STUs) of 8 RE rich States, i.e. Andhra Pradesh, Gujarat, Himachal
Pradesh, Karnataka, Madhya Pradesh, Maharashtra, Rajasthan, and Tamil Nadu. The project
cost is Rs101.4bn, with funding mechanism consisting of 40% central grant by the MNRE
(Rs40.6bn), 40% loan from KfW Germany (EUR500mn), and 20% equity by STUs. The projects
are being set up for evacuation of approx. 24GW of RE power in the above-mentioned 8 states;
of this capacity, about 16.6GW RE has been commissioned and connected to the grid through
the projects set up under InSTS GEC. As on May-2023, 8,940ckm of transmission lines have
been constructed and 21,293MVA substations have been charged. Of the 8 states, four have
completed all the projects, viz. Rajasthan, Madhya Pradesh, Karnataka, and Tamil Nadu.

Exhibit 22: Status of IsTS GEC Phase-1

(Phase 1) Transmission Lines (ckm) Substations (MVA)

State Target Achievement Target Achievement
Andhra Pradesh 1,073 814 2,157 1,265
Gujarat 1,908 1,526 7,980 7,980
Himachal Pradesh 502 485 937 773
Karnataka 618 618 2,702 2,702
Madhya Pradesh 2,773 2,773 4,748 4,748
Maharashtra 771 672 - -
Rajasthan 1,054 984 1,915 1,915
Tamil Nadu 1,068 1,068 2,250 1,910
Total 9,767 8,940 22,689 21,293

Source: Ministry of Power, Emkay Research

Phase 2: The InSTS GEC-II scheme - with total target of 10,750ckm intra-state transmission
lines and 27,500MVA sub-stations — was approved by the CCEA in Jan-2022.

Exhibit 23: State-wise projects under InSTS GEC Phase-2

Estimated project cost

Length of transmission lines

Capacity of substations

State (Rs bn) envisaged (ckm) envisaged (MVA) RE addition envisaged (MW)
Gujarat 37 2,470 7,460 5,100
pradests ° °2 *
Karnataka 10 938 1,225 2,639
Kerala 4 224 620 452
Rajasthan 659 2,191 2,478
Tamil Nadu 624 2,200 4,000
Uttar Pradesh 48 2,597 15,280 4,000
Total 121 7,574 29,737 18,986

Source: Ministry of Power, Emkay Research
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Cross-Border Inter-connections

At present, India is linked to its neighboring nations, namely Nepal, Bhutan, Bangladesh, and
Myanmar, via several electrical interconnections, boasting an aggregate power transfer
capacity of approximately 4,433MW. The cross-border power transfer involving India and its
neighboring countries operates through intergovernmental bilateral cooperation, encompassing
strategic planning for cross-border interconnections and system operations.

Exhibit 24: Cross-border transmission infrastructure

(MwW) Existing (as of Mar-2023) Under Construction Planned Total
India-Bangladesh 1,160 - 1,000 2,160
India-Bhutan 2,070 2,220 = 4,290
India-Myanmar 3 - 505 508
India-Nepal 1,200 1,900 4,570 7,670
India-Sri Lanka - - 500 500

4,433 4,120 6,575 15,128

Source: Ministry of Power, Emkay Research

Hydrogen Economy and Infrastructure

In the budget speech for Fiscal 2023-24, an allocation of Rs197bn was declared for the National
Green Hydrogen Mission. This initiative aims to facilitate the transition of the economy toward
lower carbon intensity and to reduce dependence on fossil fuel imports. Anticipating the
increased electricity demand due to Green Hydrogen production by 2030, there will be a need
for additional renewable energy capacity. The initially planned transmission system will be
sufficient for the early Green Hydrogen projects. However, as Green Hydrogen production
advances and new potential zones for renewable energy emerge, there will be further planning
and implementation of the transmission system. According to the Optimal Generation Mix
report (April 2023) by the Central Electricity Authority (CEA), the estimated additional energy
requirement for the country, taking into account the production of around 10 million ton of
green hydrogen (with only 5mnt load on the grid), is projected to be 250bn units by Fiscal
2029-30.

Presence across the power value chain

With an overall market of ~Rs600bn (annual ordering), we expect TEEC to maintain healthy
order intake till FY26E in this segment, considering its history and technical prowess, especially
in setting up extra high voltage (EHV) substations. Its strong market positioning in the 765kV
EHV substation projects also bodes well for future orders.

Boasting a track record spanning over four decades, TEEC has developed capabilities across
the power sector value chain by delivering EPC contracts requiring complex engineering and
allied solutions. TEEC’s moat in this segment lies in its disciplined execution and adherence to
deliverable timelines of the customer, thereby avoiding cost over-runs that plagues most of its
competitors. This is evident in the sustained margin profile of the company over the years.

Exhibit 25: TEEC’'s EBITDAM historically has outperformed peers Exhibit 26: EBIT margin follows a similar trend
TEEC KEC International Kalpataru Projects International ETEEC KEC International  mKalpataru Projects International
30% A 25% A
25% A 20% A
20% A
15% A
15% A
10% A
e — \/
59 4 5% A
0% T T T T T T T T T 1 0% A
FYi4 FY15 FY16 FY17 FY18 FY19 FY20 FY21 FY22 FY23 FY14 FY15 FY16 FY17 FY18 FY19 FY20 FY21 FY22 FY23
Source: Company, Emkay Research Source: Company, Emkay Research
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Exhibit 27: TEEC works on diverse projects across the power sector value chain

Segment Details
Power Balance of Plant, Captive Waste Heat Recovery plant and Conventional Power Plant up
generation to 200MW on Turnkey basis, FGD
P

ower EHV Substations up to 765 kV (AIS/GIS), STATCOM installation up to 250 MVaR
transmission
Power Smart Metering Infrastructure, Distribution System Management, Projects under RG
distribution Gramin Vidyutikaran Yojna

Source: Company, Emkay Research

Exhibit 28: TEEC’s ecosystem landscape

Customers Competitors

. PGCIL . L&T

. Adani Transmission . Engineers India

. Sterlite Power . Reliance Infra

. CPTCL . ISGEC

. REC Power Distribution . Waaree Renewables

. Tata Chemicals . WPIL

. BHEL . Power Mech Projects Limited
. Alstom T&D . KEC

. Hindalco Industries Limited . Kalpataru Power

Source: Company

Exhibit 29: TEEC features across the power sector value chain to supply EPC projects

Generation Distribution Transmission

Exchange Metering

*TEEC *TEEC *TEEC oIEX *TEEC
*NTPC *Tata Power *PGCIL *Genus Power

*NHPC sTorrent Power sAdani Energy
*SIVN SCESC Solutions
*Adani Power *Reliance Infra

sAdani Energy
Solutions

Source: Industry
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Regulatory tailwinds boost Flue Gas
Desulfurization (FGD) offerings

The government of India (Gol) has set 2025 as the deadline for implementing FGD
solutions across thermal plans, to restrict sulfur emissions, after a delay in the
deadline from 2022. With ~80GW of thermal capacity to be retrofitted with FGD
solutions within the next 4-5 years, TEEC intends to build a strong order pipeline on
the back of its technical prowess and history of flawless execution. We pencil the
FGD opportunity at Rs1.2trn (Rs15mn/MW) over the next 4-5 years for TEEC.

Flue Gas Desulfurization (FGD) holds paramount importance in India's industrial landscape due
to the country's heavy reliance on coal-based power generation (~56%). As India strives to
meet its burgeoning energy demands, the use of coal remains integral to the power sector.
However, the combustion of coal releases sulfur dioxide (SO2), a major contributor to air
pollution and acid rain.

To address this, the power sector is being driven by regulatory changes aimed at reducing such
emissions. FGD technology, being one such critical step, efficiently removes sulfur dioxide from
flue gases before they are released into the atmosphere. As per the regulation, all thermal
power plants are required to limit their sulfur emissions to meet the total target of ~211GW
by 2026, with installation of 600 units. This target is divided among the Central Government
(~67 GW), State Governments (~68 GW), and private players (~76 GW). Of this target,
~11GW of FGD capacity has already been installed, and bids for ~100GW have been awarded.
Bids for an additional ~29GW are in the process of being evaluated, while around ~70GW is in
various stages before being awarded. The additional cost implication due to installation of FGD
by thermal power plants is to be considered for pass-through in tariff by the appropriate
regulatory commission.

Exhibit 30: FGD implementation status in India

u Central Private m States

70 1
59
60 A
50 A
37
< 401 31
£ 30 - 26
20 - 15 15 ]
< ol B
0 4 T T T —
Under Various Stages BID Opened BID Awarded FGD Installed
before Bidding

Source: CEA, Emkay Research
Exhibit 31: FGDs installed across India
State Sector No. of units Capacity (MW)
Haryana Private 2 1,320
Uttar Pradesh Central 6 1,830
Tamil Nadu Private 2 1,200
Gujarat Private 3 1,980
Madhya Pradesh Central 3 1,820
Maharashtra Private 8 2,450
Total 24 10,600

Source: PIB, Emkay Research

The earlier timeline for thermal plants to comply was 2017, which was postponed to 2022 and
then eventually to 2025.

analyses may only be distributed to Institutional Investors, Expert Investors or Accredited Investors as defined in the Securities and Futures Act, Chapter 289 of Singapore.
February 12, 2024 |13


http://www.emkayglobal.com/

India Equity Research | Initiating Coverage

Exhibit 32: Timeline for compliance

Category Location/Area Compliance timeline
Category A Within 10 km radius of National Capital Region (NCR) or cities having million plus population* 31-Dec-24
Category B Within 10 km radius of Critically Polluted Areas or Non-attainment cities (as defined by CPCB) 31-Dec-25
Category C Other than those included in category A and B 31-Dec-26

Source: PIB, Emkay Research; Note: * as per 2011 census of India

However, the Gol has put its foot down and come up with a non-compliance penalty, should
the timelines not be met this time around.

Exhibit 33: Penalty for non-compliance with FGD

Environmental Compensation

Non-Compliant operation beyond the timeline (Rs per unit electricity generated)

0-180 days 0.2
181-365 days 0.3
366 days and beyond 0.4

Source: PIB, Emkay Research

Market structure

The FGD market has seen a drop in competition lately, as the pace of orders has slowed down
in the last 3-4 years. Earlier Gol directives (2017) had anticipated FGD installation in 161GW
of plant capacity before 2022; however, given the current status, the pace of orders and
installation have been considerably slow. A typical FGD installation takes roughly 18-24
months, and with 7 years having passed since the directive, the execution status has been
poor. Earlier, the Ministry had informed that plants that do not have the space for setting up
FGD systems are to explore alternate technologies such as dry sorbent injections or use of low
sulfur coal to comply with new norms.

Since the Central and state governments are concentrating on setting up new thermal plants
owing to expectations of increased power demand, the pace of orders in the FGD space is
currently slow. Even though the margins in this segment are lower (12% EBITDAM) vs other
EPC contracts, revenues are steady and expected to increase in coming years, with compliance
deadline approaching.

TEEC has collaborated with KC Cottrell for FGD technology. Major global players in this space
include Andritz AG, Mitsubishi Hitachi Power Systems, Thermax, while there are presently 7-8
major players in the India market — namely NSGL (JV between NTPC and GE), BHEL, L&T,
Doosan Power Systems and Thermax - competing for FGD projects. The primary customers
would be industries emitting sulfur oxides such as Reliance Industries, Adani Group, and JSW
Group; and utilities, such as NTPC and Tata Power.

TEEC offers turnkey solutions in power generation to captive power plants for FGD. With current
order book of ~Rs15bn and market size of ~Rsltrn, the company aims to capture a substantial
share of the pie, with target of Rs10bnpa. Notably, the company has orders worth Rs20bn
under bidding. Presently, of the installed capacity of 230GW of thermal power plants in India,
FGD has been ordered only for 50GW, and there is a huge FGD market in India for 180GW.
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Smart Meter - Changing the distribution
landscape

In order to bolster the health of the power sector, it was imperative for the Gol to
reduce AT&C losses suffered by DISCOMs (~Rsltrn annually). With focus on
reforming the sector, the GoI has launched the RDSS scheme (with an outlay of
~Rs3trn), under which 250mn smart meters are slated to be deployed by FY25. This
presents a mega opportunity for TEEC, which expects annual order wins to the tune
of Rs20-25bn for the next 2-3 years. With a committed order book of 0.8mn meters
and L1 status of another 1.1mn meters, we peg TEEC at bagging orders for an
additional 2mn meters by FY25E.

With DISCOMs running large losses on their books and requiring large subsidies from the
Government and while the need for power is proliferating, the Central Government launched the
‘Revamped Distribution Sector Scheme’ (RDSS) in Jul-2021 with the objective of improving the
quality and reliability of power supply to consumers through a financially sustainable and
operationally efficient distribution sector. The scheme aims to reduce AT&C losses to pan-India
levels of 12-15% and the gap between the Average Cost of Supply (ACS) and the Average
Revenue Realized (ARR) to nil by 2025-26. With AT&C losses exceeding 15% for all major Indian
utilities leading to high financial losses, smart metering projects under the RDSS scheme are
conceptualized to reduce such losses, improve operational efficiency of DISCOMs, and improve
their financial sustainability by providing results-linked financial assistance. The scheme has an
outlay of Rs3trn and an estimated gross budgetary support of Rs976bn from the Gol.

As part of the initiative, approximately 250mn smart meters are slated for installation under the
Total Expenditure (TOTEX) model, with an additional 40mn meters designated for implementation
by Central Public Sector Enterprises (CPSEs).

Exhibit 34: AT&C losses have come down during FY16-22 Exhibit 35: The ACS-ARR gap expected to decrease further by FY25
0.9 4
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0.8 1
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= 0.6 A
g 23.0 1 E
21.0 - €05
19.0 A 0.4 1
17.0
4 0.3 1
17.0 0.22
15.0 A 0.2 4
FY16 FY17 FY18 FY19 FY20 FY2 FY22 FY16 FY17 FY20 FY21 FY22
Source: NSGM, Emkay Research Source: NSGM, Emkay Research

Bidding process

B REC and PFC have been appointed as the nodal agencies for the operation and facilitation of
RDSS. Installation of prepaid smart meters for consumers along with associated advance
metering infrastructure (AMI) through public-private partnerships would be facilitated.

B REC has issued a model standard bidding document (Model Bid Document) for the
appointment of advance metering infrastructure service providers (AMISP) for smart system
metering in India on a design, build, finance, own, operate and transfer (DBFOQT) basis.

B The Model Bid Document prescribes that in case the bid has been awarded to a consortium,
the members of the consortium are required to hold the entire equity capital of the
SPV/AMISP for a period of two years after the Installation Milestone (i.e. installation and
operationalization of all the smart meters envisaged for the AMISP project).

B In the event of termination of a contract on default by AMISP, i) after the Installation
Milestone, the AMISP is entitled to a termination payment equivalent to 60% of the value of
the termination payment determined in accordance with the terms of the AMISP contract;
or (ii) prior to the Installation Milestone, the AMISP will be entitled to 60% of the value of
assets proposed to be handed over to the DISCOM, as certified by the independent valuer.
In the event of termination of contract on default by DISCOM, 100% of value would be paid.
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Exhibit 36: State-wise - Status of number of smart meters awarded

State DT Feeder Smart Grand Total Share
Andaman and Nicobar - - 75,200 75,200 0%
Andhra Pradesh 293,140 17,358 5,337,922 5,648,420 5%
Arunachal Pradesh - - - - 0%
Assam 94,547 2,782 6,735,074 6,832,403 6%
Bihar 232,079 5,776 13,698,600 13,936,455 13%
Chandigarh 29,433 29,433 0%
Chhattisgarh 210,644 6,720 5,962,115 6,179,479 6%
Delhi = = 260,000 260,000 0%
Goa - - - - 0%
Gujarat 300,487 10,794,960 11,095,447 10%
Haryana 1,000,000 1,000,000 1%
Himachal Pradesh = = 151,740 151,740 0%
Jammu and Kashmir 62,323 - 1,387,063 1,449,386 1%
Jharkhand - - - - 0%
Kerala - - 805 805 0%
Ladakh 1,931 54 58,930 60,915 0%
Madhya Pradesh 137,956 8,411 4,884,284 5,030,651 5%
Maharashtra 376,700 27,273 23,138,740 23,542,713 21%
Manipur 11,451 357 154,400 166,208 0%
Meghalaya - - - - 0%
Mizoram - - 656 656 0%
Nagaland - - - - 0%
Odisha 4,500 4,500 0%
Puducherry - - - - 0%
Punjab - - 1,045,200 1,045,200 1%
Rajasthan - - 625,571 625,571 1%
Sikkim - - - - 0%
Tamil Nadu 1,220 = 140,849 142,069 0%
Telangana 8,882 8,882 0%
Tripura - - - - 0%
Uttar Pradesh 1,526,801 20,874 30,978,280 32,525,955 29%
Uttarakhand 38,016 1,686 1,584,205 1,623,907 1%
West Bengal - - 10,000 10,000 0%
Grand Total 3,287,295 91,291 108,067,409 111,445,995 100%

Source: NSGM, Emkay Research

Benefits to DISCOMs

B Reduced theft: Prepaid smart meters can help to reduce electricity theft, as customers can
only use the energy for which they have paid, as unauthorized connections can be detected
and disconnected remotely. This can save DISCOMs a significant amount of expenses.

B Improved efficiency: Prepaid smart meters can help DISCOMs improve the efficiency of
their networks. By being able to monitor energy usage in real time, DISCOMs can identify
and fix problems more quickly. This can lead to fewer outages and a more reliable supply of
electricity.

B Increased customer satisfaction: Prepaid smart meters can help increase customer
satisfaction. By giving customers more control over their energy usage and by reducing
debt, DISCOMs can improve the overall customer experience.

B Operation efficiency: The existing manual system to collect revenue for power usage is
not only inefficient, but also causes huge losses to power distribution companies. As
consumers can recharge their prepaid meters online or through designated recharge points,
this eliminates the need for physical meter reading and manual bill payments, reducing
administrative costs for DISCOMs. By being highly accurate, prepaid smart meters would
significantly reduce these losses and help utilities improve the power supply.
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Recent projects

B GMR Group’s GMR Smart Electricity Distribution Limited won a tender to install 2.55mn
smart meters across the Agra and Aligarh zones in Uttar Pradesh for a contract price of
~Rs25bn, to be completed in 27 months. The scope of the project encompasses installation,
commissioning, operation, and maintenance of prepaid smart meters infrastructure covering
consumer premises, as well as at the network level.

B GIC and Genus Power Infrastructure Limited have also set up a USD2billion smart meter
platform. Reportedly, GIC will hold 74% stake, while Genus Power Infrastructure Limited
will hold 26% stake, in the joint venture.

B Adani Group bagged two contracts worth Rs138.88bn in Maharashtra. Adani Group will
emerge as the largest smart meter supplier in the country, commanding a 30 per cent share
of the market.

Outlook & option value

Currently, ~Rs2.2trn worth of smart meters are under various stages of bidding, of which 9%
have already been installed. TEEC expects to get annual orders worth Rs20-25bn going ahead
in FY24-25E. We expect TEEC to bag orders for 4mn smart meters in the next 12-15 months
which should provide annuity revenues to its SPV till FY35. Assuming 50% of the bid value is
financed by debt, we infer equity value of Rs7bn for TEEC's smart meter SPV with an equity
IRR of 12-13%. Given the long-term nature of contracts in the smart meter business and
infancy of project models in this segment, our valuation methodology and assumptions would
remain mercurial at this stage.

Exhibit 37: Return structure of a Smart Meter

Particulars (per smart meter - Rs) Month 6 Month 7 Month 8 Month 9-60 Month 61-99
Total cost of EPC contract (7,000) - - - -
Loan proceeds (assuming 70% of EPC value / 9% interest) 5,000 - - - -
Upfront payout from customer - - 900 - -
Monthly payout from customer - 98 98 98 98
Loan EMI (post netting off upfront payment) - - (96) (96) -
Net cashflows (2,000) 98 2 2 98
IRR 13%

Source: Industry, Emkay Research

Exhibit 38: Estimated equity value of smart meter SPV

Particulars (Rs) Details

Total Bid value per meter 10,000 Estimated average bid offer for a smart meter under DBFOT model
(Less) EPC order value (7,000) Average range of Rs6,800-7,200

Accumulated Residual value 3,000

(Less) Finance costs (1,212) 70% of investment funded by 9% debt for a period of 4.5years
Equity value per meter 1,788

Total value of SPV (mn) 7,151 Assuming 4mn smart meters

Source: Industry, Emkay Research

analyses may only be distributed to Institutional Investors, Expert Investors or Accredited Investors as defined in the Securities and Futures Act, Chapter 289 of Singapore.
February 12, 2024 |17


http://www.emkayglobal.com/

Techno Electric (TECHNOE IN) India Equity Research | Initiating Coverage

Capturing the digital wave

India's data-center industry is experiencing remarkable growth, propelled by
multiple factors. The ongoing digital transformation across sectors, coupled with a
surge in internet and mobile users, has significantly increased demand for data
processing and storage. Government initiatives, particularly the draft Data Centre
Policy and the Digital Personal Data Protection Act, play a crucial role in fostering a
conducive environment for the industry. Such policies not only provide a regulatory
framework, but also encourage investments in advanced data-center infrastructure.
Moreover, the emphasis on data localization, as outlined in emerging regulations,
adds to the industry’'s momentum. We envisage India’s data center industry to clock
over 25% CAGR to reach 2,500MW over FY22-26E. TEEC's timely foray in the data
center business, thus leveraging its expertise in the EPC power industry, offers
significant option value, in addition to its core EPC business for investors
(~USD325mn).

Types of Data Centers

A data center is a facility designed for storing, processing, and managing large volumes of
data. It houses servers, storage systems, networking equipment, and security devices in a
dedicated space. Data centers play a vital role in supporting organizational IT operations,
ensuring high availability, reliability, and scalability of computing resources.

m Enterprise DC: Built, owned, and operated by companies, most often located on site.

B Co-location DC: A large datacenter facility that rents out rack space to third-party clients
for housing their servers or other network equipment.

B Hyperscaler DC: A large facility that offers a portfolio of highly robust, scalable applications
and storage services designed to meet needs of large hyperscalers, such as Microsoft Azure,
Amazon AWS, and Google GCP.

B Edge DC: Smaller facilities, enabling the next generation of low-latency transmission for
evolving IoT applications.

While Edge DCs may take a couple of years to flourish, the next 2-3 years will witness a shift
from mid-size co-location DCs to large-size hyperscale DCs.

Market structure and size

Current distribution of DCs in India is skewed toward Mumbai and Chennai, with them being
the only major cities with landing stations. The proximity to sea is a crucial aspect in deciding
the location of a landing station, which in turn drives the decision to locate a Data Center
nearby, as increasing the distance from station increases signal loss. However, as the market
grows, Tier-2 cities are also expected to come into the picture, to provide the much required
IT infrastructure to the hinterland areas. Seven key cities constitute 92% of the total installed
capacity in the country.

Exhibit 39: Data-center stock in India

Data-center stock Mar-22 Dec-25
3rd party operated DCs (no of) 138 183
Total area (sqft) 11 24
Total IT capacity (MW) 737 1,752
Average IT power/facility (no of) 5 10

Source: Anarock, TRAI, IBEF, Economic Survey, Nokia Broadband Index 2022, Emkay Research
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Exhibit 40: Data-center asset distribution across Indian cities

vEE] caz:lc‘i:\)/ constr:.l’t::‘i:loe; Totalans:.ett): Is-l?ar::?;:g Comments
(MW) no. of)

Mumbai 380 530 28 11 Best location for DCs in India
Bangalore 110 70 31 - High vacancy/low demand
Chennai 72 250 14 6 Infra availability leading to client ownership
Delhi-NCR 70 370 26 - Meets North India enterprise demand
Pune 58 180 10 _ E:;iﬁaolutlons - proximity to Mumbai but better risk
Hyderabad 35 320 11 = Infra availability leading to client ownership
Kolkata 6 260 9 - Meets East India enterprise demand

Source: Industry, Emkay Research

Exhibit 41: Metro cities continue to capture the dominant share in installed DC capacity

Delhi- NCR Kolkata
Total capacity 70 MW Total capacity & M
Annual absorption 7 MW Annual absorption -

Mumbai Metropaolitan Region

Total capacity 380 MW
Annual absorption 98 MUY

O
Pune Huyderabad
o o

Total capacity 58 MW Total capacity 35 MW
Annual absorption 24 MW Annual absorption L MW

Chennai
Bengaluru ? o

Total capacity 72 MW

Total capacity 110 MW
Annual absorption 7 MW

Annual absorption 26 MW

Source: Avendus, Cushman and Wakefield APAC Data Center update

Exhibit 42: DC market size is expected to more than double by FY25 Exhibit 43: DC stock is expected to double by FY25 as well
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Source: Avendus "Data centers powering Digital India”, Emkay Research Source: Colliers, Emkay Research

Data Center stock is expected to double to 20million sqgft by 2025, with the advent of 5G,
increased multi cloud usage, and data localization. Stock represents total designed IT capacity,
including occupied as well as unoccupied space. At the same time, developers have a pipeline
of 3GW to be delivered over the next 10 years, with a capex of USD23bn.
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Exhibit 44: Mumbai is the leading Data-Center hub in India

60% 4

50% A

40% 4

30% A

20% A

10% A

0% -

Exhibit 45: IT stock capacity expected to see 35% CAGR
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As the market evolves, the key players are expected to witness a dynamic shift in coming few
years, given the massive opportunity visible. This would lead to a competitive scenario and
evolving names coming up with better offerings for the end consumer.

Exhibit 46: Key Data Center players (2023) with 966MW stock
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Exhibit 47: Upcoming key players (2026) with 2,570MW stock
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Regulatory tailwinds

The draft Data Center Policy, introduced by the Ministry of Electronics and Information
Technology (MEITY) in 2020, aims to enhance India's data center capabilities. Additionally, the
Digital Personal Data Protection Act of 2023 imposes obligations on companies to invest in data
centers and data processing activities within India. The proposed policy framework includes
structural and regulatory interventions, along with requirements for approvals for the
operationalization of data centers. It also outlines specific timelines for the establishment of
both individual data centers and data center parks. Further, the policy addresses the
establishment of joint ventures and partnerships for setting up data centers. It is important to
note that in addition to the draft Data Center Policy, the Digital Personal Data Protection Act of
2023 also regulates data centers in India. In Oct-2022, data centers were granted the
“infrastructure” status, making it easier for banks to finance DC projects at competitive rates.
Some salient policy features include:

B Availability of uninterrupted, clean and cost-effective electricity for Data Centers remains
one of the most important considerations for the Data Center sector.

B MEITY to work with Department of Telecommunications (DoT) to facilitate robust and cost-
effective connectivity backhaul.

B Data Centers to be declared as an Essential Service under “The Essential Services

Maintenance Act, 1968 (ESMA)”
B Recognize Data Centers as a separate category under National Building Code
B Setting-up of Data Center Economic Zones

B Promote indigenous technology development, research and capacity building

Emkay Research is also available on www.emkayglobal.com and Bloomberg EMKAY<GO>.Please refer to the last page of‘t‘ﬁé-report on Restrictions on Distribution. In Singapore, this research report or research
analyses may only be distributed to Institutional Investors, Expert Investors or Accredited Investors as defined in the Securities and Futures Act, Chapter 289 of Singapore.
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Growth drivers

The expansion of data centers in India is driven by several pivotal factors. The ongoing digital
transformation across industries has resulted in a substantial upsurge in data generation and
storage requirements. Concurrently, the increasing prevalence of internet and mobile users
has heightened the demand for sophisticated data processing infrastructure. Government
initiatives, exemplified by strategic policies like the Draft Data Centre Policy and the Digital
Personal Data Protection Act, actively promote and support the establishment of data centers
within the national borders. Further, the evolving regulatory landscape, particularly the
emphasis on data localization, underscores the imperative for secure and compliant data
storage solutions. Collectively, these factors contribute synergistically to the pronounced
growth trajectory of the data center industry in India, solidifying its status as an integral facet
of the nation's advancing digital ecosystem.

B Internet user base: User base tripled to 807mn from 277mn in 2015

® Explosion in data consumption: Increased by 7x between 2018 and 2021

B Data traffic: Average monthly data traffic per user increased 2x in 3 years to 17GB
B Accelerated adoption of cloud services: Saw 44% CAGR during 2018-21

B E-commerce market: Doubled in 2017-22; likely to become USD350bn by 2030

Deeper penetration of mobile internet has led to increased demand for data. Acceptance of
diversified offerings online will lead to exponential demand for data storage and DCs.

Exhibit 48: Mobile phones per 100 people Exhibit 49: Internet users per 100 people
m2015 =2020 m®2025E m2015 =2020 m=2025E
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Source: Oxford Economics, Emkay Research Source: Oxford Economics, Emkay Research
Exhibit 50: Share of 5G mobile connections to total connections Exhibit 51: E-commerce share of total retail sales (2020)
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Owing to the mammoth potential underlying emerging India, global players have made their
foray as well, via JVs with local developers in India, to get a share of the DC pie. Some recent
key deals are listed below.
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Exhibit 52: Global players partnering with local developers in India

Player Partnership

Edgeconnex - Adani Adani group has plans to invest around USD10billion over 10 years
The Carlyle Group - nxtra Carlyle committed USD235mn to acquire 25% stake in Nxtra
Kotak - Sify Kotak committed USD135mn to develop new DCs with Sify
Brookfield - Digital Realty JV to develop and operate DCs in India

Everstone - Yondr JV to invest USS1bn in the space

Iron Mountain - Web Werks Iron Mountain to invest USD150mn

Source: Industry, Emkay Research

The average demand size of a DC has been increasing, with more enquiries of >20MW capacity
and cloud consumers taking up majority of the share. A few IT majors are setting up self-
owned assets, while tenants are investing Rs0.75-1.25bn in IT equipment per MW. BFSI, by
virtue of increased number of digital transactions, is seeing higher investment in the data
center space.

Exhibit 53: Cloud and tech sectors capture >50% of market capacity usage (800MW)
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Source: Avendus, JLL Research, Emkay Research

Emkay Research is also available on www.emkayglobal.com and Bloomberg EMKAY<GO>.Please refer to the last page of the report on Restrictions on Distribution. In Singapore, this research report or research
analyses may only be distributed to Institutional Investors, Expert Investors or Accredited Investors as defined in the Securities and Futures Act, Chapter 289 of Singapore.
February 12, 2024 |22


http://www.emkayglobal.com/

Techno Electric (TECHNOE IN)

India Equity Research | Initiating Coverage

Exhibit 54: Unit economics for a 24MW Data Center

Particulars Formula Units Value Details

Total racks A X 2,300 Company reports

Power consumed per rack B KW 10.4 Assumption

Power required / Throughput C =A*B MW 24

Cooling & Auxillary requirement D MW 14 Industry discussions

Total power requirement =C+D MW 38

Power Usage Effectiveness (PUE) F=E/C X 1.6 General efficiency PUE ranges at 1.5-1.7x
Space per rack G sq ft 35 Assumed

Total space required H=A*G sq ft 80,500

Total area of DC (incl. non IT equipment) I =H/50% sq ft 161,000 ?qenﬂ?_ ;?gr?{ts iz R el AT oAU S
Considering G+4 structure

Land space for DC J =1/4/43560/33% acre 3.0 Calculated

Land for sub-station K acre 1.0 Assumed

Total land required L=J+K acre 4.0

Cost per acre in Chennai M Rs mn 400 Assuming 20% project cost is land

Total land cost N = M*L Rs mn 1,612

Cost of shell construction (0} Rs/sqft 4500 Assumption

Total construction cost P = O*I Rs mn 725

MEP costs per MW Q Rs mn 275 Assumption

Total MEP costs R = Q*C Rs mn 6578

Total cost of construction S = R+P+N Rs mn 8,915 Translates into ~Rs400mn/MW

Annual Revenue T Rs mn 2880 Avg. rentals for Tier 3 DC: 1.2mn/MW/year
Revenue per sqft Rs/sqft 17,888

Annual EBITDA U Rs mn 2160 Global DC margin range of 75-80%

Pre Tax ROCE VvV =U/S % 24%

Annual PAT (50% debt) w Rs mn 864 205/‘;/:”::;‘2“ on Rs50mn debt, 20-yr SLM dep,
ROE X = W/50%*S % 19%

Source: Industry, Emkay Research

Data centers are an interplay of technology, real estate, and infrastructure. About 1MW of data
center facility requires investments of about USD5mn, making it more capital intensive than
most pure-play real estate asset classes. Hence, a long-term investment approach is required
where developers and data center operators collaborate to develop large built-to-suit facilities
customized to occupiers’ needs.

We estimate TEEC’s Chennai data center project to generate an IRR of 17% over a 15-year
period.

Exhibit 55: IRR for TEEC's 24MW Chennai plant

(Rs mn) FY22 FY23 FY24 FY25 FY26-37
Cash outflow/Inflows (1,000) (1,200) (2,748) (2,496) 1,760
15Y project IRR 17%

Source: Industry, Emkay Research

Emkay Research is also available on www.emkayglobal.com and Bloomberg EMKAY<GO>.Please refer to the last page of the report on Restrictions on Distribution. In Singapore, this research report or research
analyses may only be distributed to Institutional Investors, Expert Investors or Accredited Investors as defined in the Securities and Futures Act, Chapter 289 of Singapore.
February 12, 2024 |23


http://www.emkayglobal.com/

Techno Electric (TECHNOE IN) India Equity Research | Initiating Coverage

Data center foray provides significant value

TEEC is currently commissioning an ultra-scalable, hyper-density, green data center in
Chennai, of 24MW load capacity with an investment of USD160mn, with expected completion
of Phase I (5.6MW) by Sep-24. The company has set an ambitious target of setting up hyper
scale data centers of 250MW across India by 2030. While the industry is expected to clock
>25% CAGR in the medium term, we temper down our expectations and factor-in TEEC's
building assets with 100MW capacity by 2030. We assume TEEC will finance this business by
cash available on books (~Rs15bn), internal accruals and debt (~Rs20bn). We value this SPV
at an equity value of ~Rs27bn based on DCF methodology. Our DCF valuation is based on the
following assumptions: i) Stable rental yields, despite different locations/size of plants (as is
currently the norm in the industry). AlImost 3% revenue CAGR over the long term, post build
out of all assets as rental escalations would not be steep in any long-term contracts (same as
terminal rate). ii) 11.5% WACC with a 50:50 debt and equity mix. iii) No changes in working

capital requirements.

Exhibit 56: Proforma P&L of Data Center SPV for TEEC

P&L (Rs mn) FY25E FY26E FY27E FY28E FY32E
Sales 336 1776 2880 5760 12,000
o&M (84) (444) (720) (1,440) (3,000)
EBITDA 252 1,332 2,160 4,320 9,000
Margin 75% 75% 75% 75% 75%
Dep 112 480 480 960 1960
EBIT 140 852 1,680 3,360 7,040
Interest 101 432 432 864 1,764
PBT 39 420 1,248 2,496 5,276
Tax 10 106 316 631 1,335
PAT 29 314 932 1,865 3,941
Margin 9% 18% 32% 32% 33%
Source: Company, Emkay Research

Exhibit 57: We value Data Center SPV at Rs251/share

Particulars (Rs mn) FY25E FY26E FY27E FY30E FY36E
EBIT 140 852 1,680 3,360 7,251
Tax rate 25% 25% 25% 25% 25%
NOPAT 105 636 1,255 2,510 5,417
Add: D&A 112 480 480 960 1,960
Add: Capex (2,240) (7,360) - - -
FCFF (2,023) (6,244) 1,735 3,470 7,377
PV of FCFF (2,023) (6,244) 1,556 2,013 2,484
WACC 12%

Terminal growth 3%

PV of CFs (FY24-35E) 16,497

PV of terminal value 30,097

Total EV 46,594

(Less) Net Debt 19,600

Total Equity value 26,994

Total no. of shares (mn; Oct-23) 108

Target price/share (Rs; Mar-25E) 251

Source: Company, Emkay Research
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Financial Analysis

Burgeoning order book buoyed by smart meter and T&D

TEEC sees a gargantuan opportunity driven by the Gol’s focus on reducing AT&C losses of
DISCOMs (~Rs1trn annually) to deploy 250mn smart meters (of which we expect TEEC to bag
~4mn smart meter orders), while TEEC's entry into the data center industry at a time when
India’s demand for data processing and computing is burgeoning would provide further impetus
to the order inflow growth. We anticipate the order book to grow, from Rsl14bn to Rs84bn
(FY23-26E), with order inflow to stay consistently high above ~Rs35bn each year.

Exhibit 58: Order book provides strong revenue visibility Exhibit 59: Order inflow from Smart Meter to dominate till FY26E
ETransmission Distribution ®Generation mData center =Smart meter ®Transmission Distribution ®Generation mData center = Smart meter
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Source: Company, Emkay Research Source: Company, Emkay Research

Margin trajectory to remain stable; revenue growth likely to be robust

We expect revenue CAGR of >50%, as order intensity in the T&D segment ramps up owing to
the need of increased power evacuation, FGD opportunity as well as transient opportunity in
the smart meter space. We pencil stable margins for the EPC book, with EBITDA margins
ranging between 13% and 15%. Benefits of the high-margin data center business is likely to
accrue post FY26 and beyond.

Exhibit 60: TEEC revenue CAGR of 58% during FY23-26E Exhibit 61: However, margins would sustain despite capacity setup
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Source: Company, Emkay Research Source: Company, Emkay Research

Venturing in asset-heavy businesses likely to impact return ratios

With heavy capital expenditures lined up, the asset turnover is expected to halve by FY25
compared with 3.4x in FY23. Traditionally, the company’s EPC model is asset-light in nature.
However, the smart meter & data center foray would lead to upfront investments. As the
company migrates from asset-light to an asset-heavy model, return ratios are expected to
remain muted and not scale back to the peaks it registered a decade ago. This also exposes
the company to balance-sheet risks, should it not be able to monetize these assets over the
medium term.
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Exhibit 62: Return ratios to remain muted compared with earlier Exhibit 63: Asset turnover to halve due to heavy capex
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Source: Company, Emkay Research

Balance Sheet to remain stretched in medium term

Traditionally, TEEC has operated an asset light business model (EPC). Now, with the company
venturing into Data center and smart meter segment, business model is expected to transition
to asset-heavy with capex being front-loaded. As per management, company is expected to
monetize these assets once they achieve operational threshold which will allow unlocking in
long term potential. Management has indicated following the same strategy as it has in the
past, with its wind assets. Meanwhile, we expect internal accruals and cash equivalents to
finance these capex intensive businesses. FCF generation would remain muted in the near to
medium term thereby exposing the company to balance sheet risks, in our view.

Exhibit 64: Capex to surge with foray into data centers
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Exhibit 65: FCF generation to remain muted till FY26E
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Working capital cycle to normalize

Given the nature of the EPC industry, TEEC’s working capital cycle has historically stayed high,
majorly on the back of high receivable days. With Company’s recent foray into Smart Meter
and Data Centers, we expect marginal improvement in net working capital cycle, as these
businesses are less working capital intensive than EPC businesses.

Exhibit 66: Working capital cycle to normalize
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Source: Company, Emkay Research
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Valuation

We initiate coverage on TEEC with a BUY recommendation and target price of Rs1,050/share,
implying 33% upside to the CMP, based on the SOTP valuation methodology. Our SOTP-based
valuation is based on the following assumptions: i) we value the core EPC business at 25x
FY26E PER, implying a value of Rs729/share; ii) we value the Data Center business using DCF
methodology, and valuing it at Rs251/share; and iii) cash and equivalents as of Sep-23
amounting to Rs14bn (Rs134/share).

Our TP of Rs1,050/share imputes a P/E multiple of 26x as of FY26E, and an upside of 33%
from the current levels.

Exhibit 67: We value TEEC at Rs1,050/share

Particulars (Rs mn) Valuation basis Adj. PAT Eq. Value Eq./share (Rs)
EPC 25x FY26E 3,137 78,426 729
Data Center DCF 26,994 251
Cash and equivalents 14,448 134
Equity value/share (Mar-26) 1,114
Equity value/share (Mar-25) 1,050
Upside 33%

Source: Company, Emkay Research

Exhibit 68: TEEC is trading at >1SD above its 5Y average P/E... Exhibit 69: ...and at >2SD above its 10Y average P/E
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Exhibit 70: Valuation comparison
Price Mcap EV EV/EBITDA (x) PER (x) ROE (%) EBITDAM (%)
Company (UsSb | (uUsbD
(INR) mn) mn) FY24E FY25E FY26E [FY24E FY25E FY26E [FY24E FY25E FY26E [FY24E FY25E FY26E
India
KEC International 1,406 | 2,068 | 1,860 12 8 7 43 22 16 10 18 21
Kalpataru Projects International 705| 1,703 | 2,091 10 8 7 23 16 13 12 15 17
Techno Electric 806 | 1,047 873 38 27 19 44 33 26 10 12 14 13 13 14

Source: Bloomberg
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Appendix

Exhibit 71: Shareholding Pattern

Shareholder Holding (%)
Promoter 61.5%
MFs 24.0%
AIFs 0.0%
FPIs 3.2%
IEPF 0.1%
Residents 7.1%
NRIs 0.2%
Bodies Corporate 3.8%

Source: Company, Emkay Research

Company profile

Techno Electric & Engineering Company (TEECL) is a prominent power-infrastructure company
in India, with a 40-year history. Specializing in Engineering, Procurement, and Construction
(EPC), asset ownership, operations, and maintenance services, TEECL has excelled in power
generation, transmission, and distribution. The company has an impressive portfolio of over
400 projects in India and abroad, contributing significantly to India's power sector evolution.
TEECL diversified into transmission and renewable energy, successfully developing 207.35MW
of renewable energy projects and transmission assets worth USD600mn. The company has
strategic partnerships with global companies and is actively executing projects worth over
USD700mn. TEECL is venturing into the data center domain with a commitment to carbon-
neutral operations and plans to invest USD1billion in establishing data centers by FY2030,
aiming to revolutionize digital infrastructure.

The company’s domestic clients include Power Grid Corporation of India, Indian Oil Corporation,
Reliance Infrastructure, Tata Chemicals, etc. Its international clients include Communaute
Electrique Du Benin, TOGO, TBEA Shenyang Transformer Group Company, and Uganda
Electricity Transmission Company.

Exhibit 72: Management overview

Name Designation

Education Background

Padam Prakash Gupta Managing Director

Ankit Saraiya Whole Time Director
Pradeep Kumar Lohia  Chief Financial Officer
Avantika Gupta Director

Samarendra Nath Roy Independent Director

Worked as Consultant with BHEL and in the merchant banking
B.E., MBA (IIM Ahmedabad) division of the erstwhile ANZ Grindlays Bank. He has 40 years
of experience.
B.Sc. (Corporate Finance and . . . )
5 f h | fiel
R ~ ey Ry, WS xperience of over nine years in the related field
Chartered Accountant 28 year.s of ex.pgr.lence in fl.nar.lce comprising M&As, banking,
and project activities & monitoring
B.Sc. (Economics and Finance) -
Bentley University, US
B.E. (Electrical Engineering) - IIT Worked with IOCL and BHEL. Retired as the Executive Director

Kharagpur of BHEL in 2003.

Experience of over four years in the related field

Source: Company, Emkay Research

analyses may only be distributed to Institutional Investors, Expert Investors or Accredited Investors as defined in the Securities and Futures Act, Chapter 289 of Singapore.

February 12, 2024 |28


http://www.emkayglobal.com/

Techno Electric (TECHNOE IN)

India Equity Research | Initiating Coverage

Exhibit 73: Milestone overview

Timeline

Developments

1970s - Formation and Early Years

1980s - Growth and Expansion

1990s - PGCIL Substations and
NTPC Projects

2000s - Diversification and
Renewable Energy

2010s - Global Partnerships and
Financial Ventures

2020s - Ongoing Projects and Data
Center Venture

TEECL is established, marking the beginning of its journey in the power-infrastructure sector; Initial involvement
in foundational projects contributing to India's energy infrastructure

Participation in significant projects, potentially including the establishment of the first power station by NTPC in
Shaktinagar; Expansion into various verticals within the power sector

TEECL plays a crucial role in building substations owned by PGCIL, with over 50% of PGCIL substations bearing
the mark of TEECL's engineering excellence; Continued involvement in NTPC power station projects, showcasing
versatility and expertise

Diversification into transmission and renewable energy as asset owners; Successful development of 207.35MW
of renewable energy projects, registered under the UNFCC for Carbon Credit

Establishment of strategic partnerships with companies from China, South Korea, Canada, and other nations;
Development of transmission assets worth USD600mn under the Public-Private Partnership (PPP) model; Joint
delivery of USD500million worth of projects with international collaborators

Actively executing projects worth over USD700mn, including CAPEX mode projects; Venture into the data center
domain in 2021, leveraging experience in electrical, mechanical, civil, and structural engineering; Commitment
to investing USD1billion in data centers by FY2030 with a focus on carbon-neutral operations

Source: Company, Emkay Research

Key risks

B Delayed order awards, execution in the power sector: The prosperity of TEEC is
intricately connected to the power sector, and any delays in the ordering or execution
processes would have adverse consequences. Additionally, international projects come with
inherent risks related to execution and currency fluctuations.

B Deferred uptick in industrial capex due to contagion: If the economy's improvement
is further postponed, it is probable that the initiation of private sector capital expenditure,
particularly from power-intensive sectors like aluminum smelters and oil refineries, will also
be delayed. These ventures demand specialized skills and typically represent high-margin
businesses.

B Heightened competitive intensity could erode profitability: TEECL carefully chooses
the projects it bids for, specifically targeting complex projects with the potential for superior
profitability. Currently, PGCIL is increasingly prioritizing the enhancement of power quality,
suggesting increased investment in intricate Transmission and Distribution (T&D) networks.
However, intensified competition in these intricate projects may exert downward pressure
on TEECL's profit margins.

B Data Center: Given the nascent Data Center industry, TEEC would see its model transition
from asset light to asset heavy. It also runs the risk of inability to find a strategic partner
and its balance sheet strength would depend on the subsequent monetization plan of asset.

B Smart meter: A delay/decrease in capital allocation by the Gol towards smart meter will
be a deterrent to the order book growth that TEEC envisages. Another risk is the privatization
of DISCOMs that stands to take away the tendering of smart meters.
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Techno Electric : Consolidated Financials and Valuations

Profit & Loss

Balance Sheet

Y/E Mar (Rs mn) FY22 FY23 FY24E FY25E FY26E Y/E Mar (Rs mn) FY22 FY23 FY24E FY25E FY26E
Revenue 10,739 8,295 16,944 25,200 32,737 Share capital 220 215 215 215 215
Revenue growth (%) 20.8 (22.8) 104.3 48.7 29.9 Reserves & Surplus 18,147 19,191 20,767 23,190 26,491
EBITDA 2,222 867 2,285 3,770 5,028 Net worth 18,367 19,406 20,983 23,405 26,707
EBITDA growth (%) 2.8 (61.0) 163.6 65.0 33.4 Minority interests 0 0 0 0 0
Depreciation & Amortization 413 76 162 537 716 Deferred tax liability (net) 1,221 717 717 717 717
EBIT 1,810 791 2,123 3,234 4,312 Total debt o 0o 0o 0o 0
Other operating income 0 0 0 0 0 Net tangible fixed assets 9,964 9,717 9,441 9,941 10,441
Other income 1,508 746 970 999 1,099 Net intangible assets 0 0 0 0 0
Financial expense 64 107 112 123 129 Net ROU assets 334 334 334 334 334
PBT 3,254 1,431 2,982 4,110 5,282 Capital WIP 0 946 0 0 0
Extraordinary items 0 0 0 0 0 Goodwill 10 0 0 0 0
Taxes 658 464 745 1,028 1,321 Investments [JV/Associates] 10,490 13,048 12,948 7,198 7,198
Minority interest 0 0 0 0 0 Cash & equivalents 467 1,462 1,122 1,489 2,218
Income from JV/Associates 36 0 0 0 0 Current assets (ex-cash) 9,613 11,526 17,874 23,894 30,710
Reported PAT 2,631 966 2,236 3,083 3,962 Current Liab. & Prov. 5,572 7,669 13,094 18,272 22,998
PAT growth (%) 44.8 (63.3) 131.5 37.8 28.5 NWC (ex-cash) 4,041 3,857 4,780 5,622 7,711
Diluted EPS (Rs) 23.9 8.8 20.8 28.6 36.8 Net debt (467) (1,462) (1,122) (1,489) (2,218)
Diluted EPS growth (%) 44.8 (63.3) 136.6 37.8 28.5 Capital employed 19,588 20,124 21,700 24,123 27,424
DPS (Rs) 4.0 6.0 6.1 6.1 6.1 Invested capital 8,631 4,669 7,631 15,436 18,009
Dividend payout (%) 16.7 68.3 29.5 21.4 16.7 BVPS (Rs) 167.0 176.4 195.0 217.5 248.2
EBITDA margin (%) 20.7 10.4 13.5 15.0 15.4 Net Debt/Equity (x) 0.0 (0.1) (0.1) (0.1) (0.1)
EBIT margin (%) 16.9 9.5 12.5 12.8 13.2 Net Debt/EBITDA (x) (0.2) (1.7) (0.5) (0.4) (0.4)
Effective tax rate (%) 20.2 32.5 25.0 25.0 25.0 Interest coverage (x) 0.0 0.1 0.0 0.0 0.0
NOPLAT (pre-IndAS) (348) (249) (510) (776)  (1,035) ROCE (%) 9.4 3.7 9.3 13.1 15.6
Shares outstanding (mn) 110.0 110.0 107.6 107.6 107.6 Source: Company, Emkay Research

Source: Company, Emkay Research

Cash flows Valuations and key Ratios

Y/E Mar (Rs mn) FY22 FY23 FY24E FY25E FY26E Y/E Mar FY22 FY23 FY24E FY25E FY26E
PBT 3,254 1,431 2,982 4,110 5,282 P/E (x) 33.0 90.0 38.0 27.6 21.5
Others (non-cash items) 0 0 0 0 0 P/CE(x) 28.8 84.2 35.8 23.7 18.3
Taxes paid 658 464 745 1,028 1,321 P/B (x) 4.7 4.5 4.1 3.6 3.2
Change in NWC 1,131 (319) (924) (842) (2,089) EV/Sales (x) 8.0 10.3 5.0 3.3 2.5
Operating cash flow 4,011 1,012 2,107 3,956 4,259 EV/EBITDA (x) 38.9 98.6 36.7 22.2 16.5
Capital expenditure (337) 2,756 (1,254) (7,500) (1,200) EV/EBIT(x) 48.2 109.1 39.9 26.1 19.4
Acquisition of business (3,352) (2,558) 100 5,750 0 EV/IC (x) 10.1 18.5 11.1 5.5 4.6
Interest & dividend income 642 489 489 489 489 FCFF yield (%) 4.2 4.4 1.0 (4.2) 3.7
Investing cash flow (2,181) 945 (184) (751) (101) FCFE yield (%) 4.8 4.7 1.4 (3.7) 4.0
Equity raised/(repaid) 0 (5) 0 0 0 Dividend yield (%) 0.5 0.8 0.8 0.8 0.8
Debt raised/(repaid) (400) 0 0 0 0 DuPont-RoE split

Payment of lease liabilities 0 0 0 0 0 Net profit margin (%) 24.5 11.6 13.2 12.2 12.1
Interest paid (64) (107) (112) (123) (129) Total asset turnover (x) 0.6 0.4 0.8 1.1 1.3
Dividend paid (incl tax) 440 660 660 660 660 Assets/Equity (x) 1.1 1.1 1.0 1.0 1.0
Others (2,147) 1,274 (2,811) (3,375) (3,961) RoE (%) 15.2 5.1 11.1 13.9 15.8
Financing cash flow (2,171) 1,823 (2,263) (2,838) (3,430) DuPont-RoIC

Net chg in Cash (341) 3,780 (340) 367 728 NOPLAT margin (%) (3.2) (3.0) (3.0) (3.1) (3.2)
OCF 4,011 1,012 2,107 3,956 4,259 IC turnover (x) 0.6 0.4 0.8 1.0 1.2
Adj. OCF (w/o NWC chg.) 5,142 693 1,183 3,114 2,170 ROIC (%) 17.7 9.1 25.1 24.2 23.2
FCFF 3,674 3,769 853 (3,544) 3,059 Operating metrics

FCFE 4,252 4,151 1,230 (3,178) 3,419 Core NWC days 137.3 169.7 103.0 81.4 86.0
OCF/EBITDA (%) 180.5 116.8 92.2 104.9 84.7 Total NWC days 137.3 169.7 103.0 81.4 86.0
FCFE/PAT (%) 161.6 429.7 55.0 (103.1) 86.3 Fixed asset turnover 1.5 1.9 6.9 3.4 2.8
FCFF/NOPLAT (%) (1,055.4) (1,514.6) (167.3) 456.7  (295.6) Opex-to-revenue (%) 9.8 14.1 9.2 8.0 7.5

Source: Company, Emkay Research

Source: Company, Emkay Research
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GENERAL DISCLOSURE/DISCLAIMER BY EMKAY GLOBAL FINANCIAL SERVICES LIMITED (EGFSL):

Emkay Global Financial Services Limited (CIN-L67120MH1995PLC084899) and its affiliates are a full-service, brokerage, investment banking, investment
management and financing group. Emkay Global Financial Services Limited (EGFSL) along with its affiliates are participants in virtually all securities trading
markets in India. EGFSL was established in 1995 and is one of India's leading brokerage and distribution house. EGFSL is a corporate trading member of
BSE Limited (BSE), National Stock Exchange of India Limited (NSE), MCX Stock Exchange Limited (MCX-SX), Multi Commodity Exchange of India Ltd (MCX)
and National Commodity & Derivatives Exchange Limited (NCDEX) (hereinafter referred to be as “Stock Exchange(s)”). EGFSL along with its [affiliates]
offers the most comprehensive avenues for investments and is engaged in the businesses including stock broking (Institutional and retail), merchant
banking, commodity broking, depository participant, portfolio management and services rendered in connection with distribution of primary market issues
and financial products like mutual funds, fixed deposits. Details of associates are available on our website i.e. www.emkayglobal.com.

EGFSL is registered as Research Analyst with the Securities and Exchange Board of India ("SEBI”) bearing registration Number INHO00000354 as per SEBI
(Research Analysts) Regulations, 2014. EGFSL hereby declares that it has not defaulted with any Stock Exchange nor its activities were suspended by any
Stock Exchange with whom it is registered in last five years. However, SEBI and Stock Exchanges had conducted their routine inspection and based on their
observations have issued advice letters or levied minor penalty on EGFSL for certain operational deviations in ordinary/routine course of business. EGFSL
has not been debarred from doing business by any Stock Exchange / SEBI or any other authorities; nor has its certificate of registration been cancelled by
SEBI at any point of time.

EGFSL offers research services to its existing clients as well as prospects. The analyst for this report certifies that all of the views expressed in this report
accurately reflect his or her personal views about the subject company or companies and its or their securities, and no part of his or her compensation was,
is or will be, directly or indirectly related to specific recommendations or views expressed in this report.

This report is based on information obtained from public sources and sources believed to be reliable, but no independent verification has been made nor is
its accuracy or completeness guaranteed. This report and information herein is solely for informational purpose and shall not be used or considered as an
offer document or solicitation of offer to buy or sell or subscribe for securities or other financial instruments. Though disseminated to all the clients
simultaneously, not all clients may receive this report at the same time. The securities discussed and opinions expressed in this report may not be suitable
for all investors, who must make their own investment decisions, based on their own investment objectives, financial positions and needs of specific recipient.

EGFSL and/or its affiliates may seek investment banking or other business from the company or companies that are the subject of this material. EGFSL may
have issued or may issue other reports (on technical or fundamental analysis basis) of the same subject company that are inconsistent with and reach
different conclusion from the information, recommendations or information presented in this report or are contrary to those contained in this report. Users
of this report may visit www.emkayglobal.com to view all Research Reports of EGFSL. The views and opinions expressed in this document may or may not
match or may be contrary with the views, estimates, rating, and target price of the research published by any other analyst or by associate entities of
EGFSL; our proprietary trading, investment businesses or other associate entities may make investment decisions that are inconsistent with the
recommendations expressed herein. In reviewing these materials, you should be aware that any or all of the foregoing, among other things, may give rise
to real or potential conflicts of interest including but not limited to those stated herein. Additionally, other important information regarding our relationships
with the company or companies that are the subject of this material is provided herein. All material presented in this report, unless specifically indicated
otherwise, is under copyright to Emkay. None of the material, nor its content, nor any copy of it, may be altered in any way, transmitted to, copied or
distributed to any other party, without the prior express written permission of EGFSL . All trademarks, service marks and logos used in this report are
trademarks or registered trademarks of EGFSL or its affiliates. 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 Indian Securities Market. In so far as this report includes current or historic information, it is believed to
be reliable, although its accuracy and completeness cannot be guaranteed.

This report has not been reviewed or authorized by any regulatory authority. There is no planned schedule or frequency for updating research report relating
to any issuer/subject company.

Please contact the primary analyst for valuation methodologies and assumptions associated with the covered companies or price targets.

Disclaimer for U.S. persons only: Research report is a product of Emkay Global Financial Services Ltd., under Marco Polo Securities 15a6 chaperone
service, which is the employer of the research analyst(s) who has prepared the research report. The research analyst(s) preparing the research report is/are
resident outside the United States (U.S.) and are not associated persons of any U.S. regulated broker-dealer and therefore the analyst(s) is/are not subject
to supervision by a U.S. broker-dealer, and is/are not required to satisfy the regulatory licensing requirements of Financial Institutions Regulatory Authority
(FINRA) or required to otherwise comply with U.S. rules or regulations regarding, among other things, communications with a subject company, public
appearances and trading securities held by a research analyst account.

This report is intended for distribution to "Major Institutional Investors" as defined by Rule 15a-6(b)(4) of the U.S. Securities and Exchange Act, 1934 (the
Exchange Act) and interpretations thereof by U.S. Securities and Exchange Commission (SEC) in reliance on Rule 15a 6(a)(2). If the recipient of this report
is not a Major Institutional Investor as specified above, then it should not act upon this report and return the same to the sender. Further, this report may
not be copied, duplicated and/or transmitted onward to any U.S. person, which is not the Major Institutional Investor. In reliance on the exemption from
registration provided by Rule 15a-6 of the Exchange Act and interpretations thereof by the SEC in order to conduct certain business with Major Institutional
Investors. Emkay Global Financial Services Ltd. has entered into a chaperoning agreement with a U.S. registered broker-dealer, Marco Polo Securities Inc.
("Marco Polo"). Transactions in securities discussed in this research report should be effected through Marco Polo or another U.S. registered broker dealer.
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RESTRICTIONS ON DISTRIBUTION

This report is not directed to, 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 or regulation. Except otherwise restricted by
laws or regulations, this report is intended only for qualified, professional, institutional or sophisticated investors as defined in the laws and regulations of
such jurisdictions. Specifically, this document does not constitute an offer to or solicitation to any U.S. person for the purchase or sale of any financial
instrument or as an official confirmation of any transaction to any U.S. person. Unless otherwise stated, this message should not be construed as official
confirmation of any transaction. No part of this document may be distributed in Canada or used by private customers in United Kingdom.

ANALYST CERTIFICATION BY EMKAY GLOBAL FINANCIAL SERVICES LIMITED (EGFSL)

The research analyst(s) primarily responsible for the content of this research report, in part or in whole, certifies that the views about the companies and
their securities expressed in this report accurately reflect his/her personal views. The analyst(s) also certifies that no part of his/her compensation was, is,
or will be, directly or indirectly, related to specific recommendations or views expressed in the report. The research analyst (s) primarily responsible of the
content of this research report, in part or in whole, certifies that he or his associated personsl may have served as an officer, director or employee of the
issuer or the new listing applicant (which includes in the case of a real estate investment trust, an officer of the management company of the real estate
investment trust; and in the case of any other entity, an officer or its equivalent counterparty of the entity who is responsible for the management of the
issuer or the new listing applicant). The research analyst(s) primarily responsible for the content of this research report or his associate may have Financial
Interests2 in relation to an issuer or a new listing applicant that the analyst reviews. EGFSL has procedures in place to eliminate, avoid and manage any
potential conflicts of interests that may arise in connection with the production of research reports. The research analyst(s) responsible for this report
operates as part of a separate and independent team to the investment banking function of the EGFSL and procedures are in place to ensure that confidential
information held by either the research or investment banking function is handled appropriately. There is no direct link of EGFSL compensation to any
specific investment banking function of the EGFSL.

1 An associated person is defined as (i) who reports directly or indirectly to such a research analyst in connection with the preparation of the reports; or (ii)
another person accustomed or obliged to act in accordance with the directions or instructions of the analyst.

2 Financial Interest is defined as interest that are commonly known financial interest, such as investment in the securities in respect of an issuer or a new
listing applicant, or financial accommodation arrangement between the issuer or the new listing applicant and the firm or analysis. This term does not
include commercial lending conducted at the arm’s length, or investments in any collective investment scheme other than an issuer or new listing applicant
notwithstanding the fact that the scheme has investments in securities in respect of an issuer or a new listing applicant.

COMPANY-SPECIFIC / REGULATORY DISCLOSURES BY EMKAY GLOBAL FINANCIAL SERVICES LIMITED (EGFSL):

Disclosures by Emkay Global Financial Services Limited (Research Entity) and its Research Analyst under SEBI (Research Analyst) Regulations, 2014 with
reference to the subject company(s) covered in this report-:

1. EGFSL, its subsidiaries and/or other affiliates and Research Analyst or his/her associate/relative’s may have Financial Interest/proprietary positions in
the securities recommended in this report as of February 12, 2024

2. EGFSL, and/or Research Analyst does not market make in equity securities of the issuer(s) or company(ies) mentioned in this Report
Disclosure of previous investment recommendation produced:

3. EGFSL may have published other investment recommendations in respect of the same securities / instruments recommended in this research report
during the preceding 12 months. Please contact the primary analyst listed in the first page of this report to view previous investment
recommendations published by EGFSL in the preceding 12 months.

4. EGFSL, its subsidiaries and/or other affiliates and Research Analyst or his/her relative’s may have material conflict of interest in the securities
recommended in this report as of February 12, 2024

5. EGFSL, its affiliates and Research Analyst or his/her associate/relative’s may have actual/beneficial ownership of 1% or more securities of the
subject company at the end of the month immediately preceding the February 12, 2024

6. EGFSL or its associates may have managed or co-managed public offering of securities for the subject company in the past twelve months.

7. EGFSL, its affiliates and Research Analyst or his/her associate may have received compensation in whatever form including compensation for
investment banking or merchant banking or brokerage services or for products or services other than investment banking or merchant banking or
brokerage services from securities recommended in this report (subject company) in the past 12 months.

8. EGFSL, its affiliates and/or and Research Analyst or his/her associate may have received any compensation or other benefits from the subject
company or third party in connection with this research report.
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OTHER DISCLAIMERS AND DISCLOSURES:

Other disclosures by Emkay Global Financial Services Limited (Research Entity) and its Research Analyst under SEBI (Research Analyst)
Regulations, 2014 with reference to the subject company(s) -:

EGFSL or its associates may have financial interest in the subject company.
Research Analyst or his/her associate/relative’s may have financial interest in the subject company.

EGFSL or its associates and Research Analyst or his/her associate/ relative’s may have material conflict of interest in the subject company. The research
Analyst or research entity (EGFSL) have not been engaged in market making activity for the subject company.

EGFSL or its associates may have actual/beneficial ownership of 1% or more securities of the subject company at the end of the month immediately
preceding the date of public appearance or publication of Research Report.

Research Analyst or his/her associate/relatives may have actual/beneficial ownership of 1% or more securities of the subject company at the end of the
month immediately preceding the date of public appearance or publication of Research Report.

Research Analyst may have served as an officer, director or employee of the subject company.

EGFSL or its affiliates may have received any compensation including for investment banking or merchant banking or brokerage services from the subject
company in the past 12 months. . Emkay may have issued or may issue other reports that are inconsistent with and reach different conclusion from the
information, recommendations or information presented in this report or are contrary to those contained in this report. Emkay Investors may visit
www.emkayglobal.com to view all Research Reports. The views and opinions expressed in this document may or may not match or may be contrary with
the views, estimates, rating, and target price of the research published by any other analyst or by associate entities of Emkay; our proprietary trading,
investment businesses or other associate entities may make investment decisions that are inconsistent with the recommendations expressed herein. EGFSL
or its associates may have received compensation for products or services other than investment banking or merchant banking or brokerage services from
the subject company in the past 12 months. EGFSL or its associates may have received any compensation or other benefits from the Subject Company or
third party in connection with the research report. EGFSL or its associates may have received compensation from the subject company in the past twelve
months. Subject Company may have been client of EGFSL or its affiliates during twelve months preceding the date of distribution of the research report and
EGFSL or its affiliates may have co-managed public offering of securities for the subject company in the past twelve months.
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