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Financials Snapshot (INR b) 

Y/E March 2017E 2018E 2019E 
Sales  1,100 1,208 1,330 
EBITDA 110.7 128.6 152.7 
Adj PAT * 59.2 65.1 78.7 
EPS (INR)* 42.3 46.5 56.2 
EPS Gr. (%) 43.0 9.9 20.9 
BV/Sh (INR) 358.8 389.2 427.9 
RoE (%) 12.5 12.4 13.8 
RoCE (%) 8.0 7.9 9.5 
P/E (x)* 28.8 26.2 21.6 
P/BV (x) 3.9 3.4 3.1 
EV/EBITDA (x) 23.4 19.9 16.5 
Div Yield (%) 1.2 1.2 1.3 
* Consolidated 
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Strong momentum seen in domestic infrastructure spending  
Digitalization a key focus area 

We hosted Mr SN Subrahmanyan, MD and CEO of Larsen & Toubro as part of CEO Track at 
our 13th Annual Global Investor Conference. Key takeaways from his presentation:  
 Strong momentum being witnessed across domestic infrastructure verticals – 

Rail/Metros, T&D, Water, Smart Cities, Airports, and Ports; Hydrocarbons and Defense 
also witnessing recovery. 

 Digitalization and use of technology in construction a key focus area  
 Expect a revival in manufacturing JVs/subsidiaries over the next few years – 

investment phase over; time to sweat the assets created. 
 L&T’s projects in the Middle East remain on track and are unaffected by the fall in oil 

prices over the past year. Its focus in the Middle East is on social infrastructure 
projects like Roads, Metro Rail, T&D and Stadiums.  

 

Strong momentum seen in domestic infrastructure spending  
While private sector capex remains muted, government spending on infrastructure 
and defense remains strong. Momentum in orders /execution is being witnessed 
across key infrastructure segments: 
 Rail: The government’s thrust towards the Dedicated Freight Corridors is 

evident. L&T has won most of the orders awarded under the Western Dedicated 
Freight Corridor. The Indian Railways has planned a capex of INR1.3t in FY18 
(+10% YoY; >2x of FY15). 

 Metro Rail: Metro rail projects are currently under execution in 12 Indian cities 
and another 20 cities are looking to build metros with a total spend of ~USD40b 
over the next few years. Quite a few cities are opting for underground metro rail 
projects, where L&T is focusing; elevated metro rail projects have become 
commoditized. 

 Water: AMRUT and Namami Gange are key central government schemes that 
are driving water spending in the country. Water is one of the fastest growing 
segments in L&T’s portfolio, with a 25% CAGR over the last few years. 

 Transmission & Distribution. L&T does annual sales of USD2.6b (50% domestic) 
in this segment, which continues to do very well, given the government’s push 
to improve power connectivity, reduce AT&C losses, and electrify all villages 
over the next few years.  L&T intends to participate only as an EPC player and 
will not take up any new assets on ownership under the TBCB (tariff-based 
competitive bidding) model.  
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 Smart Cities: The government intends to set up 100 smart cities and L&T has
formed the ‘Smart World and Communication’ division to bid as a player with
integrated offerings. It is providing (a) solutions for surveillance in Mumbai,
Pune, Nagpur, Baroda, and Jaipur, (b) car parking management systems, and (c)
smart kiosks as part of its smart city portfolio. This division can grow to
USD250m of sales in two years.

 Housing for All: To achieve its vision of ‘Housing for All’, the government has
been providing financial incentives for low cost/affordable housing. L&T is
working on affordable housing projects as also redevelopment projects across
the country.

 Digital India: Under the Bharat Net program, the government intends to
connect 0.3m village gram panchayats across the country via broadband
connectivity by March, 2019 – this entails a total expenditure of INR420b. The
project would facilitate electronic delivery of services to citizens. We highlight
that L&T has recently won an order from BSNL (INR24b) for installing an optic
fibre cable network to establish an exclusive national long distance backbone for
the defense network.

Exhibit 1: Domestic E&C execution – pick-up from FY18 onwards 

Source: L&T, MOSL 

 Hydrocarbons: FY15 was a bad year for L&T, as it took provisions for cost
overruns in the Middle East. With the closure of legacy jobs, the business turned
profitable in FY17 (7% EBITDA margin). This is a USD2b segment (in annual sales)
and L&T is focusing on the domestic market, where orders are expected for BS-
VI upgrades, brownfield/greenfield expansions, fertilizer projects, and pipelines.

 Defense: L&T has begun viewing this division as a ‘permanent startup’. It has bid
for a few large naval programs, namely Landing Platform Docks, Corvettes,
Submarine and Navy Vessels. L&T hopes to bag a few of these orders in FY18.
The yard needs INR25b of sales to break even and is currently at INR6b of sales.

 Airports and Ports: Expansions are planned in several cities including Delhi,
Mumbai and Chennai. L&T has built quite a few of the airport terminals in India
including the ones at Delhi, Mumbai, Bangalore, Hyderabad and Mumbai. It
would be keenly looking to win orders for upcoming airport expansions. In sea
ports, L&T is targeting a few large ports planned for the naval services.
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Digitalization/use of technology in construction a key focus area 
Digitalization is a key focus area for L&T and it has rolled out digitalization initiatives 
across verticals in the construction segment. L&T is increasingly using technology for 
material tracking across work sites, has deployed sensors to track the workforce, 
and is using analytics at shared centers for data mining. These initiatives can 
potentially help reduce operating costs by 2-3% in the medium term. 

Revival likely in manufacturing JVs/subsidiaries over the next few years 
L&T has cumulatively invested INR197b in its subsidiaries/manufacturing JVs over 
FY07-16, as it set up facilities for Power BTG, Forgings, Shipyard & Port, Road SPVs, 
Nabha Power, Hyderabad Metro, L&T IT & TS, and L&T Finance Holdings. While the 
services businesses (IT&TS, Finance Holdings) continue to do well, the performance 
of the manufacturing and asset ownership projects has been below par. We 
highlight the outlook for each of these as per the management: 

 Road SPVs (13 operational, 2 under construction, 2 terminated): L&T is looking
at an INVIT to hive off some of its profitable road assets and has applied to SEBI
for an in-principle approval. The SEBI approval would be for three years and L&T
would look to list the INVIT during this period. The aim is to unlock capital
invested in this business and redeploy it in new road assets.

Exhibit 2: L&T IDPL road portfolio 
Major SPVs  Net toll collections EBITDA EBITDA margins (%) PAT 

 Roads and Bridges:  FY15 FY16 FY17 FY15 FY16 FY17 FY15 FY16 FY17 FY15 FY16 FY17 

L&T Panipat Elevated Corridor Limited 580 591 585 437 451 427 75% 76% 73% (231) (291) (378)
L&T Krishnagiri Thopur Toll Road Limited 1,291 1,282 1,329 772 1,052 1,056 60% 82% 79% (106) (23) 204 
L&T Western Andhra Tollway 561 633 667 324 476 496 58% 75% 74% (124) 7 98 
L&T Transportation Infrastructure 248 258 251 150 149 122 60% 58% 49% 112 188 271 
L&T Interstate Road Corridor 864 478 480 547 430 417 63% 90% 87% (43) 97 87 
L&T Vadodara Bharuch Tollway Limited  2,775 2,821 2,659 2,352 2,418 2,348 85% 86% 88% 1 173 177 
L&T Rajkot Vadinar Tollway Limited 858 918 935 517 637 599 60% 69% 64% 1 (586) (580)
PNG Tollway Limited(MH)  786 938 0 505 598 (23) 64% 64% 0% (1,541) (1,426) (115)
L&T Ahmedabad-Maliya Tollway Limited 1,193 1,847 1,770 797 1,152 1,085 67% 62% 61% (949) (561) (515)
L&T Halol - Shamlaji Tollway Limited 688 748 740 304 446 370 44% 60% 50% (1,157) (985) (1,895) 
L&T Devihalli Hassan Tollway Limited 298 377 481 133 238 292 45% 63% 61% (148) (115) (35)
L&T Chennai Tada Tollway 569 0 0 (2) 67% (629) 0 (49) 
Krishnagiri Walajahpet Tollway Limited 697 1,243 1,335 444 926 950 64% 75% 71% (441) 6 (253) 
L&T Samakhiali Gandhidham Tollway  89 1,107 1,102 77 909 878 87% 82% 80% (37) (1,012) (1,070) 
L&T BPP (Beawar-Pindwarara) Tollway 0 2,424 3,075 0 2,029 2,566 0% 84% 83% 1 (2,230) (2,911) 
L&T Deccan Tollway (Sangareddy) 0 0 0 0 0 0 - - - (0) - 0 
L&T Sambalpur – Rourkela 0 7.6 0 0 -3.7 0 - -49% 0% - (11) (7) 
Total 11,293 15,419 15,030 7,229 11,753 11,396 64% 76% 76% (4,890) (6,399) (5,975) 

YoY Growth (%) 23% 37% -3% 121% 31% -7%

Source:  L&T, MOSL 
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 Power BTG JV with Mitsubishi Hitachi Power Systems: L&T has one of the most
modern plants in India for the manufacture of boilers and TG. The JV has a
decent order book but needs new orders to sustain profitability. However, the
outlook on new coal-fired plant orders remains subdued, with BHEL winning
whatever little orders are being placed through aggressive pricing.

Exhibit 3: L&T – MHPS Turbine P/L 
Description FY14a FY15a FY16a FY17a 

Revenues 8,026 6,148 7,083 8,818 
YoY Growth (%) -19% -23% 15% 24% 
Gross Profit 2,485 2,317 2,598 3,383 
Margin (%) 31% 38% 37% 38% 
Other operating expenditure (1,095) (1,045) (1,477) (1,433) 
% of sales 14% 17% 21% 16% 
EBITDA 1,390 1,272 1,121 1,950 
EBITDA Margins % 17.3% 20.7% 15.8% 22.1% 
Interest (1,317) (1,258) (1,059) (1,097) 
Depreciation (792) (1,174) (1,048) (772) 
PBT (719) (1,161) (984) 195
Tax (137) (163) 3 (254) 
PAT (855) (1,324) (981) (59)

YoY Growth (%) -4% 55% -26% -94%
Margin (%) -10.7% -21.5% -13.8% -0.7%

Source: L&T, MOSL 

Exhibit 4: L&T – MHPS Boiler JV P/L 
Description FY14a FY15a FY16a FY17a 

Revenues 12,549 12,286 17,068 24,838 
YoY Growth (%) -47% -2% 39% 46% 
Gross Profit 3,456 4,599 5,687 7,517 
Margin (%) 28% 37% 33% 30% 
Other operating expenditure (934) (1,741) (2,868) (4,108) 
% of sales 7% 14% 17% 17% 
EBITDA 2,521 2,858 2,819 3,409 
Margins % 20.1% 23.3% 16.5% 13.7% 
Interest (641) (608) (459) (287)
Depreciation (330) (437) (532) (558)
PBT 1,550 1,814 2,736 3,321 
Tax (549) (591) (746) (1,109) 
PAT 1,002 1,223 1,990 2,213 
YoY Growth (%) -29% 22% 63% 11% 
Margin (%) 8.0% 10.0% 11.7% 8.9% 

Source: L&T, MOSL  

 L&T Shipbuilding: The yard is severely underutilized and did sales of only INR6b
in FY17 and a resultant loss of INR5.9b. It has bid in four large defense projects
and is hopeful of bagging a few of these – once the orders are won, the yard is
likely to break even in FY20, as revenues from these orders start scaling up.
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Exhibit 5: L&T Shipbuilding P/L (INR m) 
Description FY14a FY15a FY16a FY17a 
Revenues 5,326 5,928 4,595 6,210 
RM & Manufacturing costs (incl. MCO) (6,135) (6,135) (5,505) (7,688) 
Gross Profit (809) (207) (910) (1,478) 
Gross margin (%) -15% -3% -20% -24%
Staff costs (651) (695) (706) (688)
SG&A Expenses (458) (1,298) (868) (380)
EBITDA (1,918) (2,201) (2,483) (2,546) 
Margins (%) -36% -37% -54% -41%
Other income  129 34 17 37 
Interest expense  -2,774 -3,020 -1,887 -2,429
Depreciation  -1,791 -1,514 -924 -952
PBT  (6,484) (6,735) (5,278) (5,889) 
Tax expense  (9) 0 0 13.4 
Recurring PAT  (6,475) (6,735) (5,278) (5,875) 
Exceptional/Discontinued items (1,839) 2,392 
Reported PAT (6,475) (6,735) (7,117) (3,484) 
 

Source: Company, MOSL 

 Hyderabad Metro: The Nagole-Hitech City stretch is likely to be commissioned
in November 2017. With the commissioning of the line, interest and
depreciation, which were earlier being capitalized, will adversely impact the P/L
and likely result in losses, in our view. L&T is looking at ways to reduce/eliminate
the losses. The project has been delayed by ~two years and this has led to cost
overruns. Most issues including additional compensation are likely to be sorted
out over the next six months.

 Forgings: Nuclear power investments were stuck on the issue of liability of the
power equipment supplier and this has been resolved with the setting up of the
Nuclear Insurance Pool to take care of any equipment supplier liability.
Westinghouse was willing to go ahead, but given its own financial problems, it
has also backed out.  Given the reluctance of foreign manufacturers to set up
nuclear power plants, the government has decided to go ahead with
indigenously-developed technology and targets to set up 7GW of nuclear plants.
L&T expects orders from NPCIL for indigenous reactors to begin from this year
and this would help increase utilization levels at the forgings shop.

Exhibit 6: L&T Special Steel and Heavy Forgings P/L 
Description FY14a FY15a FY16 FY17 
Revenues less excise duty 649  1,020  946  1,175  
YoY growth (%) 361% 57% -7% 24% 
-Raw material costs incl. subcontracting charges (580) (771) (682) (636)
Gross margins (%) 11% 24% 28% 46% 
Employee costs (209) (227) (218) (197)
SG&A Costs (1,040) (808) (726) (596) 
 EBITDA  (1,181) (786) (681) (254) 
Margins (%) -182% -77% -72% -22%
 Other income  6  3  6.5 6.6 
 Depreciation  (922) (486) (514) (485)
EBIT (2,097) (1,269) (1,188) (733) 
 Interest expense  (1,245) (1,526) (1,647) (1,814) 
 PBT  (3,342) (2,795) (2,836) (2,547) 
 Tax expense   -  -   -  -  
PAT (3,345) (2,798) (2,836) (2,547) 
 

Source: Company, MOSL  
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L&T’s Middle East projects on track; unaffected by the slide in oil prices 
L&T has been focused primarily on social infrastructure projects in the Middle East, 
namely Roads, Metro Rail, Stadiums, and T&D. Hence, it is relatively less impacted 
by the decline in oil prices over the past year. Its projects in the region are on track 
and clients have been paying on time. Most key markets like Saudi Arabia, Qatar 
(despite sanctions from its neighboring countries), and Kuwait remain on track; only 
Oman appears to be seeing a deterioration.  

Exhibit 7: Overseas E&C execution 

Source: Company, MOSL 

Exhibit 8:  E&C orders – domestic and overseas 

Source: Company, MOSL 
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Maintaining Buy

 L&T enjoys several levers across business/geographical segments, and has emerged as

the E&C partner of choice in India. This provides it with a robust foundation to

capitalize on the next leg of the investment cycle.

 The management intends to improve consolidated RoE to 18% (12% in FY17) by FY21.

Capping investments in concession business/asset monetization are important

components of this strategy.

 Manufacturing businesses (like shipyard, power BTG, and forgings) also offer

interesting growth avenues over the longer term. Many of these businesses are

difficult to replicate, bolstering L&T’s position as a dominant player.

 We maintain our Buy rating with a SOTP-based price target of INR1,380. Key risks to

our rating are: (a) sharp slowdown in government infrastructure capex, (b) sharp fall in

oil prices, affecting orders and execution in the Middle East, and (c) significant

increase in raw material prices, adversely affecting fixed-price overseas orders.

Exhibit 9: SOTP valuation 

Description Method 
Valuation 
multiple 

Value 
(INR b) 

Value 
(INR/sh) 

Rationale 

Construction Business 

L&T Standalone FY19E PER (x) 25 1,337 955 Valued at last ten-year average P/E multiple 
L&T Hydrocarbons FY19E PER (x) 25 131 93 
Service Segments 
L&T Infotech (84.6% stake) FY19E PER (x) 12 131 93 At par to mid-tier IT companies; excl. stake sold via OFS 
L&T Technology Services(90% stake) FY19E PER (x) 12 86 62 At par to mid-tier IT companies excl. stake sold via OFS 
Finance Services (67% stake) FY19E PBV (x) 3 203 145 
Sapura Shipping FY19E PBV (x) 2 0 - 
L&T Realty FY19E PER (x) 15 42 30 
Asset Ownership / Project Developer 

Infrastructure Development Projects FY19E PBV (x) 1 24 17 At 0.5x Book Value to capture the macro volatility and 
losses 

Power Development Projects FY19E PBV (x) 1 31 22 At Book Value, given Case 2 bid 
Manufacturing Ventures 
Power Equipment FY19E PER (x) 15 51 36 Expect industry project awards to sustain at 5-7GW pa 
Shipbuilding / Container Port FY19E PBV (x) 1 26 19 Increased possibility of Defense (Naval) orders 

Special Steel and Heavy Forgings FY19E PBV (x) 1 4 3 Possibility of Nuclear project awards to commence in 
FY18 

Less: Holding Company Discount of 20% -86
Total 1,380 

Source: MOSL  
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Financials and Valuations 

Income Statement (INR Million) 
Y/E March 2014 2015 2016 2017 2018E 2019E 2020E 
Net Revenues 851,284 920,046 1,019,753 1,100,110 1,207,820 1,330,115 1,452,763 
   Growth Rate (%) 14.3 8.1 10.8 7.9 9.8 10.1 9.2 
Manufacturing Expenses 616,948 672,937 724,089 780,393 868,362 948,510 1,037,528 
Staff Cost 80,276 79,222 133,308 138,531 145,815 160,580 175,386 
S G &A Expenses 46,517 54,531 57,728 70,440 65,068 68,322 71,738 
EBITDA 107,543 113,356 104,628 110,747 128,574 152,704 168,111 
   Change (%) 8.3 5.4 -7.7 5.8 16.1 18.8 10.1 
Adj EBIDTA 107,543 113,356 104,628 110,747 128,574 152,704 168,111 
   EBITDA Margin (%) 12.6 12.3 10.3 10.1 10.6 11.5 11.6 
Depreciation 14,458 26,225 17,867 23,699 19,915 22,091 21,729 
EBIT 93,085 87,131 86,761 87,048 108,659 130,612 146,382 
Net Interest 31,414 28,507 16,551 13,398 13,868 27,839 28,458 
Other Income 9,819 10,072 9,044 14,010 14,485 21,925 26,466 
Profit before Tax 71,490 68,696 79,254 87,659 109,276 124,699 144,389 
Tax 26,076 22,836 24,848 20,066 34,968 34,916 40,429 
   Effective Tax Rate (%) 36.5 33.2 31.4 22.9 32.0 28.0 28.0 
Reported Profit 48,817 49,337 55,348 68,808 74,308 89,783 103,960 
Less:Addl tax on dividend by Subs 208 0 0 0 0 0 0 
Less: Minority Interest -382 1,710 3,118 4,443 5,722 6,113 6,678 
Add: Profits of Associates 93 21 -9,902 -3,953 -3,528 -4,997 -2,441
EO Adjustments 3,402 3,477 942 1,214 0 0 0 
Adjusted Profit 45,680 44,171 41,387 59,198 65,058 78,673 94,842 
   Growth (%) -4.8 -3.3 -6.3 43.0 9.9 20.9 20.6 
Cons. Profit (Reported) 49,083 47,648 42,329 60,412 65,058 78,673 94,842 

Balance Sheet (INR Million) 
Y/E March 2014 2015E 2016 2017E 2018E 2019E 2020E 
Equity Capital 1,854 1,859 1,863 1,866 1,866 1,866 1,866 
Reserves and Surplus 375,262 410,222 439,941 500,299 542,782 597,014 663,425 
Net Worth 377,116 412,081 441,804 502,165 544,648 598,880 665,291 
Debt 801,529 767,297 881,352 939,761 1,008,196 1,022,613 1,037,279 
Deferred Tax Liability 3,375 -3,504 -7,364 -11,252 -11,252 -11,252 -11,252
Minority Interest 31,792 19,706 28,928 35,636 41,358 47,471 54,149 
Capital Employed 1,213,812 1,195,580 1,344,719 1,466,310 1,582,950 1,657,712 1,745,466 
Gross Fixed Assets 411,347 168,322 167,706 171,779 181,779 191,779 201,779 
Less : Depreciation 88,824 6,555 23,518 38,375 58,290 80,381 102,110 
Add : Capital WIP 143,237 103,416 151,651 167,374 167,374 167,374 167,374 
Net Fixed Assets 465,760 265,184 295,839 300,778 290,864 278,772 267,043 
Investments 81,090 113,089 110,791 197,530 197,530 197,530 197,530 
Inventory 55,275 59,812 48,542 41,397 45,450 50,052 54,667 
Sundry Debtors 263,846 222,544 260,250 279,696 307,080 338,173 369,356 
Cash & Bank 40,966 44,126 53,899 55,725 151,311 204,412 269,833 
Loans & Advances 134,755 13,491 16,889 19,547 21,460 23,633 25,812 
Other Current Assets 254,934 416,488 481,865 488,977 536,852 591,210 645,724 
Current Assets 1,150,574 1,313,997 1,527,390 1,605,954 1,794,967 1,952,739 2,123,346 
Current Liabilities 483,612 496,690 589,299 637,950 700,411 771,329 842,453 
Net Current Assets 666,962 817,307 938,092 968,004 1,094,556 1,181,410 1,280,893 
Capital Deployed 1,213,812 1,195,579 1,344,722 1,466,312 1,582,950 1,657,712 1,745,467 
E: MOSL Estimates 
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Financials and Valuations 

Ratios 
Y/E March 2014 2015 2016 2017E 2018E 2019E 2020E 
Basic (INR) 
Standalone EPS Adj 35.0 33.6 31.7 32.6 39.3 42.6 50 
   Growth (%) 7.4 -4.2 -5.5 2.7 20.6 8.3 16.3 
Consolidated EPS Adj 32.6 31.6 29.6 42.3 46.5 56.2 67.8 
   Growth (%) -4.8 -3.3 -6.3 43.0 9.9 20.9 20.6 
Con. EPS (Fully Diluted) 32.6 31.6 29.6 42.3 46.5 56.2 67.8 
   Growth (%) 42.8 -3.3 -6.3 43.0 9.9 20.9 20.6 
Cash EPS 43.0 50.3 42.3 59.2 60.7 72.0 83.3 
Book Value  269.5 294.5 315.7 358.8 389.2 427.9 475.4 
Dividend Per Share 9.4 8.7 12.5 14.0 14.2 15.3 17.8 
Div. Payout (Incl. Div Tax ) % 28.9 27.5 42.3 33.2 30.4 27.3 26.3 
Valuation (x) 
P/E (Standalone) 35.0 36.5 38.6 37.6 31.2 31.2 28.8 
P/E (Consolidated) 37.3 38.6 41.2 28.8 26.2 21.6 18.0 
P/E (Consolidated) (Fully Diluted) 37.3 38.6 41.2 28.8 26.2 21.6 18.0 
Price / CEPS 28.3 24.2 28.7 20.5 20.0 16.9 14.6 
EV/EBITDA 22.9 21.4 24.2 23.4 19.9 16.5 14.7 
EV/ Sales 3.1 2.9 2.6 2.5 2.4 2.1 1.9 
Price /  Book Value 5.0 4.5 4.1 3.9 3.4 3.1 2.8 
Dividend Yield 0.8 0.7 1.0 1.2 1.2 1.3 1.5 
Return Ratio (%) 
RoE 12.8 11.2 9.7 12.5 12.4 13.8 15.0 
RoCE 7.2 7.7 7.4 8.0 7.9 9.5 10.0 
Turnover Ratios 
Debtors (Days) 113.1 88.3 93.2 92.8 92.8 92.8 92.8 
Inventory (Days) 23.7 23.7 17.4 13.7 13.7 13.7 13.7 
Asset Turnover (x) 0.7 0.8 0.8 0.8 0.8 0.8 0.8 
Leverage Ratio 
Current Ratio (x) 2.4 2.6 2.6 2.5 2.6 2.5 2.5 
D/E (x) 1.2 0.8 0.8 0.7 0.7 0.6 0.6 

 Cash Flow Statement (INR Million) 
Y/E March 2014 2015 2016 2017E 2018E 2019E 2020E 
PBT before EO Items 49,020 47,648 42,329 60,412 65,058 78,673 94,842 
Add : Depreciation 14,458 26,225 17,867 23,699 19,915 22,091 21,729 
Change in diff tax liability 1,538 -6,879 -3,860 -3,888 0 0 0 
(Inc)/Dec in WC -179,708 -147,185 -111,011 -28,086 -30,967 -33,752 -34,062
CF from Operations -114,692 -80,191 -54,675 52,138 54,007 67,013 82,508 
(Inc)/Dec in FA -62,998 174,351 -48,523 -28,638 -10,000 -10,000 -10,000
Free Cash Flow -177,690 94,161 -103,198 23,499 44,007 57,013 72,508 
(Pur)/Sale of Investments 6,585 -31,999 2,298 -86,740 0 0 0 
CF from Investments -56,413 142,352 -46,225 -115,378 -10,000 -10,000 -10,000
(Inc)/Dec in Net Worth 4,821 1,419 7,731 22,768 0 0 0 
(Inc)/Dec in Debt 181,593 -34,233 114,058 58,408 68,433 14,417 14,666 
Change in Minority Interest 5,263 -12,086 9,222 6,708 5,722 6,113 6,678 
           Dividend Paid -15,322 -14,103 -20,337 -22,818 -22,575 -24,441 -28,431
CF from Fin. Activity 176,355 -59,002 110,674 65,065 51,579 -3,911 -7,087
Inc/Dec of Cash 5,251 3,160 9,774 1,825 95,586 53,102 65,421 
Add: Beginning Balance 35,715 40,966 44,126 53,900 55,725 151,311 204,412 
Closing Balance 40,966 44,126 53,900 55,725 151,311 204,412 269,833 
E: MOSL Estimates 
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Re-building healthcare business 
Post the sale of its domestic formulations business to Abbott in FY11, PEL has 
successfully re-built its healthcare business. In the last five years, PEL reported 
healthcare revenue CAGR of 17% to reach INR35.6b in FY16 (~54% of total revenue). 
Over the next three years, pharma solutions business growth is expected to be 
driven by: 1) ramp-up of the injectable business; 2) expansion into new areas, 
including high potency APIs; 3) capacity expansion of ADC manufacturing; and 4) 
debottlenecking/capacity expansion at other facilities. Also, the launch of 
Desflurane, cost-reduction strategies, coupled with its entry to new markets, will 
help the company drive growth in the critical care space. 
 
Although OTC (achieved breakeven in FY16) contribution is low currently, the 
business is expected to witness strong revenue growth along with margin 
improvement due to positive operating leverage (distribution expansion largely 
done) and sales force automation (to facilitate efficient productivity). 
 
Acquisition of DRG provides inroads to Information Management 
PEL Information Management business (PIM) comes from the acquisition of DRG 
(Decision Resources Group), which is a decision-support platform in the healthcare 
information services space. The company provides consulting services, research 
products and data & analytics to life sciences companies, enabling them to make 
informed decisions around investment, cost containment and strategy. DRG 
recorded revenue CAGR of 9% over last five years, and 17% over last 10 years. The 
company has capabilities across customers’ product lifecycle, and employs 900+ 
people globally.  
 
Risk management a key focus area in NBFC business   
PEL has a team of 140 investment professionals across six cities, who are responsible 
for investments, asset monitoring, fund raising and other processes. Of these, 90 
employees are responsible for continuous asset monitoring. The Investment 
Committee comprises not only senior professionals in the company, but also 
industry experts and independent directors. All proposals are thoroughly reviewed 
on case-by-case basis by the Investment Committee, and are then sent to the risk 
team, who has the right to veto. After loans are disbursed, local asset monitoring 
teams make monthly visits to project sites to ascertain the progress of the project, 
cost overruns, etc., if any.  The team also advises developers on various aspects of 
projects, such as size of the apartments and pricing. 
 
 

PEL has independent legal 
and risk teams that can veto 

any decision taken by the 
Investment Committee. 
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