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Company background:

Started in 1980, Based in Noida, Techno Electric & Engineering Company Ltd.
(TEECL) is one of the leading domestic EPC company in the power value chain of
generation, transmission and distribution. TEECL’s EPC offering capabilities ranges
from providing turnkey packaged solutions, executing turnkey captive power plant
projects (of up to 100 MW), sub-station/switchyard projects of up to 765KV and
specialized industrial jobs. The company has in-house design and engineering
capabilities which includes electrical, structural, and civil domains.

In last few years, company forayed into high growth segment like Flue Gas
Desulphurisation (FGD), Advanced Metering Infrastructure (AMI)/smart metering
and end-to-end data centre solutions. It exited wind power asset of 199MW and
transmission asset in order to focus on core EPC verticals.

As on 9MFY24, the company has achieved the turnover of Rs 12bn led by higher
contribution from transmission (substation projects) followed by smart metering
and FGD segment.

Why one should look at the company?

e The company is a proxy play to leverage the increasing investment across the
power value chain after prolonged period of lull phase led by increasing
transition to renewable energy, growing manufacturing base, rapid
urbanization, rising EV penetration, and focus on improving health of power
industry on back of government efforts.

e Ason Dec 2023, the company has a robust outstanding orderbook of Rs 54.4bn.
Additionally, the company has received an order worth Rs 40.6bn during Jan-
March 2024 from transmission and distribution segment. This ensure record
book to bill ratio of almost ~6x FY24E revenue of Rs 16-17bn.

e With strong order book, the management guides to achieve revenue of Rs 25bn
in FY25 and Rs 35bn in FY26, which ~45% CAGR over FY24E-FY26E. Further, the
company aims to maintain EBITDA margin range of 13-14%.

e The company’s moat lies in its discipline execution capabilities and timely
delivery thus avoiding cost overrun and generating superior margins.

e In last few years, the company has increased focus towards fast growing
opportunity which is complementary to core power EPC capabilities i.e. smart
metering and data centre. The management believes that combined total
addressable market (TAM) size is around Rs 4-4.5lac cr over next 4-6 years and
it plans to achieve 3-5% market share.

e The company’s healthy cash balance of Rs 11.2bn along with strong cashflow
generation of Rs 2.5-3bn would partly enable company to fund its upfront
capital commitment of Rs 20-25bn for smart meter and data centre business
over next 1-2 years.

e The management guides to monetize the newer assets once it achieve
operational threshold for value unlocking and cashflow generation, similar to
past assets sale of transmission and wind power.
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Key meeting highlights

The company’s strong presence across the power infrastructure value chain is translating into total addressable
market opportunity of Rs 6lac cr over next 5-7 years.

The company has engaged itself with over 50% of power generating projects in various forms which reflects
strong presence across power infrastructure value chain.

The company has long working engagement with marquee CPSUs like NTPC, Power Grid, REC etc. along with
state running discoms of Rajasthan, Chattisgarh, J&K, Gujarat, Kerala, Madhya Pradesh etc and reputed private
customer like Adani Tranmission, Sterilte Power, Indigrid, L&T etc. in domestic market.

Its order backlog is generally well diversified across utilities and project types which are funded by either
bilateral/ multi-lateral agencies or central power financing companies like PFC/REC which assures timely
payments.

The company’s order execution cycle for its various segments is typically ranges between 24-30 months,
however with shorter time for renewable installation; the execution of transmission projects has reduced to 17-
18 months.

Historically, the company has always focused on bagging EPC projects which offers better margins as well as
timely cashflow, this has resulted into strong balance sheet structure.

The divestment of 108.9MW wind power assets in FY23 has resulted into significant cashflow generation of Rs
4.25bn, reducing working capital cycle as well as aid to invest into future ready solutions.

Segment wise:
Generation segment (contributes ~30% of revenue as on 9MFY24)

On Generation side, the company undertakes EPC works related to Flue Gas Desulphurization (FGD) project,
Balance of Plant solution for thermal and hydro power projects etc.

The company forayed into emerging opportunity of FGD projects in last few years and it is driving the segmental
revenue with an outstanding order book of Rs 13.6bn.

The FGD technology efficiently removes sulfur dioxide from flue gases before they are released into the
atmosphere, thus reduces the air pollution generates through coal based power plants.

As per Gol notification, all thermal power plants need to limit their sulphur emission by 2025, after a delay in
deadline from 2022, which requires installation of FGD systems. As on date, the total outstanding market
opportunity size is Rs 710bn in coming years.

Of total 211.5GW opportunity, 10.6GW are installed whereas 102.96GW are awarded and bids for 23.67GW
have been opened.

Around 71.42GW are various stages before being awarded and this is majorly from state utilities and private
thermal players. The company’s bid pipeline stands at Rs 10bn.

The largest domestic power generator i.e. NTPC has largely awarded its FGD works, of which 3GW has been
commissioned and remaining to be commissioned in next 2-3 years.

Further, the management believes that rising installation of thermal power capacity would entails corresponding
demand for balance of plant work in coming years and this would ensure incremental business going ahead.

Till date, the company has received contract for 500MW from DVC for Rs 3.2bn (already commissioned) and an
order worth Rs 14.6bn from Rajasthan Rajya Vidyut Nigam Ltd.

For next few years, the company targets Rs 10bn order inflow on annual basis from power generation segment.

Transmission segment — (contributes 50-55% of revenue as on 9MFY24)

On transmission side, the company undertake EPC works for installation of Extra High Voltage (EHV) substations
for 400kV & 765kV (AIS/GIS) and STATCOM installation up to 250 MVaR.

The company plays a crucial role in building substations owned by PGCIL, with around 40-50% of PGCIL
substations work undertaken by the company.

Techno is one of the first EPC players to transition to Gas Insulated Substations (GIS) through collaboration with
Chinese company. It also became first company to enter into complex EPC works i.e. STATCOM segment with
the help of partner Rongxin in China.
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The company enjoys 9-10% market share in substation order with high operating margin of 15-16% led by strong
positioning and discipline execution capabilities.

The enhanced pace of industrialization, urbanization, and rural transformation will demand a huge quantum of
energy. Strong economic growth shall continue to drive electricity demand. As per CEA projections, Country’s
peak demand is likely to reach 335 GW by 2030 from 2016GW in 2023.

To meet this rising demand, India is aggressively pursuing power generation capex which includes thermal
capacity addition of 80GW by 2031-32 and 40 GW p.a. installations of wind and solar energy until 2030. The
government draft noted that "a strong and contemporary transmission network is necessary to seamlessly
integrate the surge of renewable energy into the current grid."

As per CEA report, the power T&D segment to attract investment worth Rs 2.45lac cr led by integration of 500
GW RE capacity, which requires various transmission lines aggregating to 50,890 ckm and 433,575 MVA
transformation capacity at new/existing substations under ISTS for integration of wind and solar capacity by
2030.

Typically, 30-35% of investment is incurred towards substations related works and this ensures potential
business opportunity in coming years.

As on Q3FY24, the company has outstanding order book of Rs 20.6bn. Further, the company has received Rs
22bn order during March 2024 quarter from clients like Power Grid, Adani Transmission Ltd, Aparva Energy,
Indigrid etc.

Over next few years, the management is targeting Rs 30bn order inflow in this segment.

Smart Meter segment — (contributes 10-15% of revenue as on 9MFY24)

With continuous reliability of power DISCOMs on government financials subsidies due to huge operating losses
(~Rs 1lac cr and more) and focus on improving the health of power industry, the Central Government launched
the “Revamped Distribution Sector Scheme” (RDSS) in Jul-2021 with the objective of energy management,
helping utilities remotely monitor consumption, detect billing violations and efficiently distribute electricity.

The total outlay for the scheme is Rs 3.3lac cr and plan to install 25 crores smart meters by March 2025.

Till now, total smart meters sanctioned for installation is 229.8mn, of which around 108mn meters are been
awarded and around 10mn meters are being installed. Rest meters are under various stages of implementation.
As on Q3FY24, the company has received order for 1.27mn smart meters for states like J&K, MP under DBFOOT
model i.e. (design, build, finance, own, operate and transfer) for contract value Rs 21bn.

The company has installed 0.32mn meters in the states of J&K and its bid pipeline stands at Rs 35-40bn.

During Jan-March 2024, the company has received order worth Rs 15.7bn for installation and operation of smart
meter in Tripura, Ranchi and Indore on DBFOOT basis.

REC and PFC have been appointed as the nodal agencies for the operation and facilitation of RDSS.

Under DBFOOT model, the company is expected to install smart meters within 27months of the order
announcement and O&M period of the projects stands for 93 months.

The payment for the projects is divided into lumpsum payment of 9% of the contract price which is to be paid on
8" month of project.

The remaining payment due to the company will be paid on monthly basis from 8™ month to 93 month.

The management believes that upfront investment in procuring smart meters and lengthy cashflow cycle is
factored in overall project cost, considering 65-70% capital investment through debt.

The company enjoys 14% EPC margins for smart metering projects and expects to gain 13-14% IRR in the
projects.

We believe, prudent capital management and strong balance sheet position would aid the company to target Rs
20-25bn order inflow for next few years.

Data Centre segment (to contribute from H2FY25)

Recently, the company forayed into development of hyper scale data center infrastructure to leverage its
electromechanical works /Power EPC solution which contributes 65-70% of project cost.
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e A data center is a facility designed for storing, processing, and managing large volumes of data. Data centers
actually serve as the backbone of digital infrastructure. This is mostly applicable with enterprises moving their
applications to the cloud. It includes servers, rack system, networking equipment, and other IT infrastructure.

e The data consumption growth is led by rising internet penetration, advent of 5G rollout, increased multi cloud
usage and government focus on data localisation, it is expected that data centre industry capacity to touch 5GW
by 2030 and 2 GW by three years from the existing 500 MW capacity.

e Currently, the company is building a green data center in Chennai, of 24MW load capacity with an investment of
Rs 13bn, with expected completion of Phase | (6MW) by Aug/Sept-24. For 1* phase, the company is in advanced
stages of negotiation with few financial companies.

e However, for 2™, 3™ & 4™ phase of Chennai data centre i.e. 6MW each, the management is actively looking to
collaborate with foreign partners in order to fill up the capacity with right tenants and also efficiently operate
data centre.

e During March 2024, the company has appointed Mr James Raymond Trout as Non Executive Director for the
period of 1 year, subject to member’s approval. He founded and serves as CEO of Clean Arc Data Centres,
bridging clean energy with the commissioning of best in class Hyper scale data centers in North America.

e The management believes that rich experience of Mr James would aid to scale up the data centre business in
coming year and also aid to identify the potential collaborator to operate the various centers.

e The company has set an ambitious target of setting up hyper scale data centers of 250MW across pan-India
locations like Kolkata, Navi Mumbai, Hyderabad, Noida etc. by 2030 with an aim to secure 5% of industry market
share. This would entail Rs 100-120bn capex in coming years.

e Currently, the company is capitalizing the projects capex and expects to recognize the revenue once phase wise
commissioning starts, i.e. Aug/Sept 2024.

e The company expects to generate Rs 2.5bn revenue from Chennai Data centre at full capacity (i.e. 24MW) which
represents rental yields i.e. Rs 10cr per MW on annual basis.

e Further, this segment to enjoy 70-75% EBITDA margins as power supply cost is fully recoverable from tenants
(which constitute 60% of operational expense).

e With huge capex requirement, the company plans to undergo fund raising of Rs 12.5bn via QIP in coming
quarters. The fund will be utilized to develop data centre at new locations.

o We believe, company’s future capex requirement will be higher due to transition to asset-heavy model with
foray into newer segment, however, management is expected to monetize these assets once they achieve
operational threshold which will allow unlocking in long term and maintain leverage ratio well around 1x.

Key things to monitor:

e The transition from asset light to asset heavy model followed by subsequent monetization of asset would
determine strength of balance sheet in coming years.

o The strong focus on order book execution would lead to higher revenue growth in coming years.

Outlook and View:

Techno Electric Ltd enjoys strong position in power EPC space led by superior execution capabilities, credible
management and robust balance sheet. The domestic power sector is undergoing a transformative phase
with significant reforms driven by regulatory changes aimed at reducing AT&T losses, ensuring power security and
promoting cleaner energy sources. This is eventually leading to upturn in investment cycle across power
infrastructure, thus creating a large opportunity landscape for next multiple years in terms of strong ordering
pipeline and better financial growth. We believe, the management is mindful of future capital requirement for
newer segment and thus monetization of assets at optimum stage (particularly data centre) would aid to strengthen
the balance sheet position.

The company’s diverse portfolio of projects across generation, transmission and distribution with a healthy mix of
clients enables scaling-up of business in coming years. We are positive on the business prospects led by multiple
triggers 1) robust order book (~6x FY24E Revenue) 2) foray into high growth segment 3) strong industrial tailwind
and 4) healthy balance sheet. We believe that company is well placed to deliver superior growth and returns in
coming years. At CMP the stock is trading at 40x FY24e EPS of Rs 25.2/
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EPC Segment - Revenue Trend

EPC Segment - EBIT and EBIT Margin Trend

14,000 - 253% 2.0% T 30.0% 1,800 - 177% 183% %18 00%
1600 - 154 1533
12,000 - - 20.0% - 1387 1448
10,000 e - 150
il s 7883 1917 - 100% 1.200 -
€ 38,000 - i
£ & ’ E 1,000 "
d - 0.0% £ | - 10.0%
z 6,000 - ~ 3800
- -10.0% 600 -
4000 - -
200% = b
%N o 200 -
0 -30.0% 0.0%
Y19  FY20 P21  FY22 FY23 9MFY24 Ff22 723 9MP24
B Revenue  ——YoY Growth EEREBT —EBIT Margin
Source: Company, PhillipCapital India Research
Order Book Trend Order Book Breakup as on IMFY24  g. i o
60,000 54411 - 200.0% 2,633
161.7%
50,000 1 - 150.0%
71
40,000 - ' 20,584
E 100.0% 9
v 30,000 22,685 )
< - 50.0%
20,000 -
10,000 - - 0.0%
0 -50.0%
FY20 FY21 FY22 FY23 9MFY24 17578
mm Order Book  ===YoY Growth WTransmission  @Distribution W Generation (FGD) Data Center

Source: Company, PhillipCapital India Research

Page | 5 | PHILLIPCAPITAL INDIA RESEARCH




Techno Electric & Engineering Co Ltd [eel\ I\ NEVIMv7.¥03

Consolidated Financials

P PhillipCapital

PRIVATE CLIENT GROUP

Income Statement Cash Flow
Y/E March, Rs. Mn FY20 FY21 FY22 FY23 Y/E March, Rs. Mn FY20 FY21 FY22 FY23
Net sales 8,710 8,840 9,990 8,290 PBT 2,145 2,346 2,990 1,430
Growth % -11.7% 15% 13.0% -17.0% Depreciation 416 410 70 80
Tax paid 370 500 590 460
Raw Material Cost 120 - 7,460 6,260 Change in WC/other adjustment (1,076) (1,002) 123 (116)
Employee cost 389 330 340 420 Cash Flow from Operating activities 1,115 1,254 2,593 934
Other expense 6,031 6,330 600 740
Total expense 6,540 6,660 8,400 7,420 Capital Expenditure (10) - (340) (660)
EBITDA 2,170 2,180 1,590 870 Other intangible asset - - - -
EBIDTA margin (%) 249%  247%  159%  10.5% Others 369 (543)  (2,580) (534)
Depreciation 416 410 70 80 Cash Flow from Investing activities 379 (543) (2,240) 126
EBIT 1754 1,770 1,520 790
Interest 74 94 70 110 Change in Equity - - -
Other income 465 670 1,540 750 Change in Debt - 400 - -
PBT 2,145 2,346 2,990 1,430 Others (1,610) (60) (640) (1,030)
Less: Taxation 370 500 590 460 Cash Flow from Financing activities (1,610) (340) (640) (1,030)
Effective tax rate (%) 17.2% 21.3% 19.7% 32.2%
Recurring PAT 1,775 1,846 2,400 970 Valuation Ratios
Growth % -8.2% 4.0% 30.0% -59.6% Y/E March, Rs. Mn FY20 FY21 FY22 FY23
PAT margin (%) 20.4% 20.9% 24.0% 11.7% EPS 163 165 240 17.4
Wtd. Avg. Shares (Mn) 220 220 220 220 Book NAV / Share 136 147 167 179
DPS 0.0 100 20 6.0
Growth Ratios
Balance Sheet Net Sales (%) -117% 15% 13.0% -17.0%
Y/E March, Rs. Mn FY20 Fy21 FY22 FY23 EBIDTA (%) -13.2% 0.5% -27.1% -45.3%
Equity capital 220 220 220 220 PAT (%) -8.2% 4.0% 300%  -59.6%
Reserves 14,740 15,940 18,150 19,090
Net worth 14960 16,160 18,370 19,310 Return Ratios
ROE (%) 11.9% 11.4% 13.1% 5.0%
Non Current Liabilities 4,190 4,640 2,520 2,560 ROCE (%) 15.1% 15.3% 17.5% 8.2%
Current Liabilities 4220 4310 4910 6,950 Turnover Ratios
Total liabilities 23,370 25,110 25,800 28,820 Asset Turnover (x) 04 04 04 03
Fixed asset turnover (x) 17 19 22 10.2
Net block 50770 46660 45910 812.0 Receivable Days 233 227 204 270
CWIP - - - 950 inventory Days 5 3 6 28
Total fixed asset 5,077 4,666 4591 1,762 Payable Days 0 0 192 274
Right of used asset - - - - Liquidity Ratios
Other non current assets 4340 4340 200 200 Current Ratio (x) 3.3 3.7 43 38
interest Cover (x) 30.3 257 430 137
Current assets Total Debt / Equity (x) 0.0 0.0 00 0.0
Investment 55220 64040 104850 13,0430 Valuation Ratios
Inventory 65.0 62.0 2710 10110 PER (x) 144 185 103 154
Debtors 57420 53020 58400 64130 Price / Book (x) 17 21 15 19
Cash & bank Balance 417.0 810.0 4760 15860 Price / Sales (x) 30 38 27 44
Other Current assets 2,2070 35260 39370 48050 EV / Sales (x) 29 3.8 27 42
Total assets 23370 25110 25800 28,820 EV / EBIDTA (x) 96 117 85 215

Source: Company, PhillipCapital
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Rating Methodology
We rate stock on absolute return basis. Our target price for the stocks has an investment horizon of one year. We have different threshold for large market
capitalisation stock and Mid/small market capitalisation stock. The categorisation of stock based on market capitalisation is as per the SEBI requirement.

Large cap stocks

Rating Criteria Definition

BUY >=+10% Target price is equal to or more than 10% of current market price
NEUTRAL -10% > to < +10% Target price is less than +10% but more than -10%

SELL <=-10% Target price is less than or equal to -10%.

Mid cap and Small cap stocks

Rating Criteria Definition

BUY >=+15% Target price is equal to or more than 15% of current market price
NEUTRAL -15% > to < +15% Target price is less than +15% but more than -15%

SELL <=-15% Target price is less than or equal to -15%.
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directors, associates, group entities, or affiliates shall not be liable for losses, if any, incurred by you. You are further cautioned that trading/investments in
financial markets are subject to market risks and are advised to seek independent third party trading/investment advice outside
PhillipCapital/group/associates/affiliates/directors/employees before and during your trading/investment. There is no guarantee/assurance as to returns or
profits or capital protection or appreciation. PhillipCapital and any of its employees, directors, associates, and/or employees, directors, associates of
PhillipCapital’s group entities or affiliates is not inducing you for trading/investing in the financial market(s). Trading/Investment decision is your sole
responsibility. You must also read the Risk Disclosure Document and Do’s and Don’ts before investing.

Kindly note that past performance is not necessarily a guide to future performance.

For Detailed Disclaimer: Please visit our website www.phillipcapital.in

IMPORTANT DISCLOSURES FOR U.S. PERSONS

This research report is a product of PhillipCapital (India) Pvt. Ltd. which is the employer of the research analyst(s) who has prepared the research report.
PhillipCapital (India) Pvt Ltd. is authorized to engage in securities activities in India. PHILLIPCAP is not a registered broker-dealer in the United States and,
therefore, is not subject to U.S. rules regarding the preparation of research reports and the independence of research analysts. This research report is provided
for distribution to “major U.S. institutional investors” in reliance on the exemption from registration provided by Rule 15a-6 of the U.S. Securities Exchange Act
of 1934, as amended (the “Exchange Act”). 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 a
Major Institutional Investor.

Any U.S. recipient of this research report wishing to effect any transaction to buy or sell securities or related financial instruments based on the information
provided in this research report should do so only through Rosenblatt Securities Inc, 40 Wall Street 59th Floor, New York NY 10005, a registered broker dealer in
the United States. Under no circumstances should any recipient of this research report effect any transaction to buy or sell securities or related financial
instruments through PHILLIPCAP. Rosenblatt Securities Inc. accepts responsibility for the contents of this research report, subject to the terms set out below, to
the extent that it is delivered to a U.S. person other than a major U.S. institutional investor.

The analyst whose name appears in this research report is not registered or qualified as a research analyst with the Financial Industry Regulatory Authority
(“FINRA”) and may not be an associated person of Rosenblatt Securities Inc. and, therefore, may not be subject to applicable restrictions under FINRA Rules on
communications with a subject company, public appearances and trading securities held by a research analyst account.

Ownership and Material Conflicts of Interest

Rosenblatt Securities Inc. or its affiliates does not ‘beneficially own,” as determined in accordance with Section 13(d) of the Exchange Act, 1% or more of any of
the equity securities mentioned in the report. Rosenblatt Securities Inc, its affiliates and/or their respective officers, directors or employees may have interests,
or long or short positions, and may at any time make purchases or sales as a principal or agent of the securities referred to herein. Rosenblatt Securities Inc. is
not aware of any material conflict of interest as of the date of this publication
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Compensation and Investment Banking Activities

Rosenblatt Securities Inc. or any affiliate has not managed or co-managed a public offering of securities for the subject company in the past 12 months, nor
received compensation for investment banking services from the subject company in the past 12 months, neither does it or any affiliate expect to receive, or
intends to seek compensation for investment banking services from the subject company in the next 3 months.

Additional Disclosures

This research report is for distribution only under such circumstances as may be permitted by applicable law. This research report has no regard to the specific
investment objectives, financial situation or particular needs of any specific recipient, even if sent only to a single recipient. This research report is not
guaranteed to be a complete statement or summary of any securities, markets, reports or developments referred to in this research report. Neither PHILLIPCAP
nor any of its directors, officers, employees or agents shall have any liability, however arising, for any error, inaccuracy or incompleteness of fact or opinion in
this research report or lack of care in this research report’s preparation or publication, or any losses or damages which may arise from the use of this research
report.

PHILLIPCAP may rely on information barriers, such as “Chinese Walls” to control the flow of information within the areas, units, divisions, groups, or affiliates of
PHILLIPCAP.

Investing in any non-U.S. securities or related financial instruments (including ADRs) discussed in this research report may present certain risks. The securities of
non-U.S. issuers may not be registered with, or be subject to the regulations of, the U.S. Securities and Exchange Commission. Information on such non-U.S.
securities or related financial instruments may be limited. Foreign companies may not be subject to audit and reporting standards and regulatory requirements
comparable to those in effect within the United States.

The value of any investment or income from any securities or related financial instruments discussed in this research report denominated in a currency other
than U.S. dollars is subject to exchange rate fluctuations that may have a positive or adverse effect on the value of or income from such securities or related
financial instruments.

Past performance is not necessarily a guide to future performance and no representation or warranty, express or implied, is made by PHILLIPCAP with respect to
future performance. Income from investments may fluctuate. The price or value of the investments to which this research report relates, either directly or
indirectly, may fall or rise against the interest of investors. Any recommendation or opinion contained in this research report may become outdated as a
consequence of changes in the environment in which the issuer of the securities under analysis operates, in addition to changes in the estimates and forecasts,
assumptions and valuation methodology used herein.

No part of the content of this research report may be copied, forwarded or duplicated in any form or by any means without the prior written consent of
PHILLIPCAP and PHILLIPCAP accepts no liability whatsoever for the actions of third parties in this respect.

PhillipCapital (India) Pvt. Ltd.
Registered office: 18th floor, Urmi Estate, Ganpatrao Kadam Marg, Lower Parel (West), Mumbai — 400013, India.
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