Transport Corporation of India (TRPC)

Rating: <> Target price: A EPS: A

How does our one year outlook change?

= We maintain our positive stance on TRPC as it will benefit from 1) imminent spurt
in contract logistics (TCI Supply Chain Solution (SCS) division) aided by rollout of
GST (expected in July 2017) 2) government thrust on coastal shipping providing
incremental volumes (TCI Seaways) and 3) focus on multi-modal transportation
involving sea, rail and road. TCl’s is well placed to capitalise on its infrastructure
and established market position in an evolving logistics space. We expect
revenue and EBITDA growth of 13% and 23% CAGR FY17-19. We have BUY
rating with a SOTP based (slide 2) TP of Rs. 290

= TCI Freight's 10% revenue growth in FY17 was the highest over the last six
years, moreover it was primarily volume lead growth as freight rates have largely
remained stable. Importantly, payment cycles have improved resulting in
improving segment RoCE to ~7.5%. We expect growth drivers to remain in tact
(move towards LTL, unorganised truckers losing out and multi-modal focus).
Expect growth of ~8% CAGR (FY17-19) and EBITDA margin to improve to 4%

= SCS segment grew 12% in the 4Q17 (in line with Auto OEM — ~70% of segment).
We are extremely positive on SCS growth prospects primarily driven by GST. We
expect a number of sectors viz. FMCG, chemicals, e-com, retail, apparel,
electronics to move towards 3PL solutions. TRPC has the largest available
infrastructure by far. Number of regional players could lose out as manufacturers
look for pan-India 3PL providers. Current queries and engagement with these
sectors to provide complete solutions are encouraging. Expect revenue and
EBITDA CAGR of 19% and 24% from FY17-19.

= Expect Seaways division to grow at revenue and EBITDA CAGR of 16.5% and
18.5% through FY17-19 with the recent addition of a new ship.

= Expect addition of new vehicles, warehouses and other equipment in SCS
division and during FY18 leading to overall capex spend of ~Rs.1.3bn.

How does our 3 year Outlook change?

= Improving macro economic condition and shift of volumes from unorganised
sector to organised is expected to drive TRPC’s revenue and EBITDA CAGR of
13% and 19%, respectively, through FY16-21. We believe TRPC’s infrastructure,
experienced management team (vintage of ~four decades) and long standing
customer relationships is expected to aid its position as being a preferred 3PL
partner. Furthermore, government thrust on coastal shipping with new initiatives
under Sagarmala is expected to drive overall volumes.

= Expect disruption from tech enabled start-ups resulting in significant price

competition in the Full Truck Load (FTL) segment . Expect the share of Freight
division to reduce to ~40% by 2021 from 51% in FY17
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Key estimate revision

Revenue 20,327 20,428 0.5% 22,853 23,275 1.8%
EBITDA 1,911 1,912 0.0% 2,275 2,415 6.2%
Margin (%) 9.40% 9.4% -4 bps 10.0% 10.4% 42 bps
PAT 778 811 4.3% 975 1,097 12.5%
PAT Margin 3.80% 4.0% 17 bps 4.3% 4.7% 45 bps
EPS 10.2 10.7 4.5% 12.8 14.4 12.6%

All figures in Rs. mn, except EPS, which is in Rs.

Financial summary

Year Revenue | EBITDA | EBITDA PAT EPS P/E |EV/EBITDA
(Rs. mn) | (Rs. mn) | Margin [ (Rs. mn)| (Rs.) (x) (%)
703 9.2 27.9 14.6

FY17 18,062 1,582 8.8%
FY18E 20,428 1,912 9.4% 811 10.7 24.2 11.5
FY19E 23,275 2,415 10.4% 1,097 14.4 17.9 9.0
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Transport Corporation of India (TRPC) Target Rating

Quarterly financial results Rs. 290 BUY

Quarterly Financial Results

Rs. mn\Period
= Revenue growth was driven by Incremental volumes from capital
Revenue 4,816 4,206 14.5% 4.467 7.8% goods and engineering companies in Freight division registering
. 14.8% YoY growth for 4QFY17. SCS and seaways division
0, 0,
Total Expenditure 4,423 3,820 15.8% 4,092 8.1% reported 12% and 26% YoY growth, respectively
EBITDA 393 386 1.9% 376 4.7%
EBITDA Margin % 8.2% 9.2% -101b 8.4% -24 b . . L .
S0 ° 0 ps ° ps = EBITDA margins declined ~20 bps QoQ, primarily driven by drop
D&A 148 147 1.2% 152 -2.6% in TCIl Freight s EBITDA margin by '40bps to '2.9%. The
incremental contribution from freight division to top line (up from
EBIT 245 239 230 223 9.7% 50% to 53.5%) also a key factor in QoQ margin drop.
Other income 64 28 126.5% 52 24.0%
Net Interest exp (inc) 64 58 10.2% 68 -6.3% = Other income came in higher than expectation
PBT 246 210 16.9% 207 18.5%
Tax provision 60 47 28.6% 38 57.6% SOTP Valuation
0, 0, 0, 0, 0,
Tax rate % 245%  223%  100%  184% 608 bps - P19 EBiToA
PAT (Reported) 185 163 13.5% 169 9.6% :
TCI Freight 430 55 2,367
PAT (Adjusted) 185 163 13.5% 169 9.6% TCI SCS 1,190 125 14,880
Margin % 3.8% 3.9% 3b 3.8% 6b s e o0 o0
argin % .070 970 -o DpS .070 pS Others 83 55 454
: ! ! [ |
Shares Outstanding 76 76 76 Net Debt (Rs. Mn) 2,172
EPS (Adjusted) 2.4 22 12.9% 27 9.6%  MarketCap (Rs. Mn) 21,009
Target Price 290
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Transport Corporation of India (TRPC)

Segment wise financial summary

Revenue contribution — SCS loses share to freight segment
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Seaways: Revenues and EBIT improvement driven by addition of
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Transport Corporation of India (TRPC) Target

Financial Summary Rs. 290
Abridged Financial Statements Key metrics
Rs. mn FY16 FY17 FY18H| FY19 FY16 FY17E FY18
Profit & Loss Growth ratios
Revenues 22,578 18,062 20,428 23,275 Revenues 2.8% -20.0% 13.1% 13.9%
Operating expenses 20,755 16,480 18,516 20,860 EBITDA 7.0% -13.2% 20.8% 26.3%
EBITDA 1,823 1,582 1,912 2,415 PAT 12.0% -17.4% 15.4% 35.2%
Depreciation 539 578 657 758  Margins
EBIT 1,284 1,004 1,254 1,657 EBITDA 8.1% 8.8% 9.4% 10.4%
Net Interest Exp / (inc) 160 116 172 195 EBIT 5.7% 5.6% 6.1% 7.1%
Profit Before Tax 1,124 888 1,082 1,462 PAT 3.8% 3.9% 4.0% 4.7%
Tax 273 185 270 366 Leverage & WC ratios
Adj. Net Profit 850 703 811 1,097 Debt to equity (x) 0.6 0.7 0.5 0.5
Balance Sheet (Rs. mn) Current ratio (x) 3.42 3.12 4.20 4.33
Shareholders Equity 5,181 5,143 6,520 7,515 Debtor days (Sales) 49 67 49 49
Loan funds 3,000 3,660 3,475 3,510 Creditor Days 10 8 8 8
Sources of funds 8,500 9,194 10,386 11,418 Working Capital Days (Sales) 39 59 41 41
Net block 5,215 5,234 6,395 6,886 Performance & turnover ratios
Investments 266 298 298 298  RoACE (%) 11.5 9.4 10.0 11.8
Capital WIP 123 568 - - ROAE (%) 15.8 13.6 13.9 15.6
Current assets, loans & advances 4,094 4,552 4,847 5,504 Total asset turnover (x) 2.56 2.04 2.09 2.13
Current liabilities & provisions 1,198 1,457 1,153 1,270 Fixed asset turnover (x) 2.66 1.99 1.87 191
Net Current Assets 2,896 3,094 3,694 4,234  Valuation metrics
Application of funds 8,500 9,194 10,386 11,418 Current price (Rs.) 258
Cash Flows (Rs. mn) Shares outstanding (mn) 76 76 76 76
Cash flows from operations 2,330 1,236 2,411 1,587 Market capitalisation (Rs. mn) 19,627 19,627 19,627 19,627
Cash flows from investments (988) (1,042) (1,250) (1,250) Enterprise value (Rs. mn) 22,523 23,103 22,042 21,806
Cash flows from financing (1,383) 560 (286) (65)  EV/EBIDTA (x) 12.4 14.6 115 9.0
Capex 1,027 1,042 1,250 1,250 Adj. Per-share earnings (Rs.) 11.2 9.2 10.7 14.4
Free cashflow 1,303 194 1,161 337 Price-earnings multiple (x) 23.1 27.9 242 17.9
Closing cash 104 184 1,059 1,331 Dividend yield (%) 0.6 0.4 0.4 0.4

Financials of FY16 is strictly not comparable as it included financials of TCI XPS (now demerged)
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FY11-16 CAGR %

Transport Corporation of India (TCI) covoe | amon | AT

5.1% 6.1% 10.6% 47%

Crystal Ball Gazing

FY11 | FY16 |FY17E|FY18E|FY19E|FY20E| FY21E

Revenue CAGR of "
: 15% from EY16 to Revenue 13.1 162 183 205 233 270 316 A
Over FY16-21, TCI is FY21 driven by
expected to record ~13% / incremental demand
for 3PL services
19% revenue / EBITDA

growth. Revenue growth is

*Revenue net of Express division Entry = Rs.
258 (11.5x

FY18
EV/EBITDA)

driven by 1l)improving
macro economic

conditions, 2)outsourcing

of supply chain to 3PL

players, and 3)shift of FTL

FY11* | FY16* |FY17E|FY18E|FY19E|FY20E|FY21E
-------- Cumulative TOTAL

volumes from unorganised EBITDA growth
driven by cost Dividends of RETURN
L= Ividends O
SEEOAEO  El e efficiencies from EBITDA 10 14 19 24 GEREH OF 73%

volumes in FY16) to multimodal logistics RGSED)

and higher margins EBITDA
i SCS division Margin(%6) 7.3 8.4 8.7 94 104 110 115 A

organised. EBITDA growth
is expected to be driven by
higher contribution from
supply chain services(3PL)
and increase in movement
of freight by multimodal

Exit at Rs.

logistics. 440

Trading History — % of times stock traded (9.3x Fy21

EV/EBITDA)

Strong growth to
sustain multiples

e 12x- 13x- 14x-
PE | <1 | o0 | 13x | 14x | 15x | 71X
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Transport Corporation of India (TRPC)
Spark Disclaimer Rs. 258 Rs. 290 BUY

RS- Transport Corporation of India - 3 Year Price and Rating History

300 - 06/Feb/17 183 210 Buy
14/Dec/16 176 205 Buy
200 - e @
100 -
0

May-14 Nov-14 May-15 Nov-15 May-16 Nov-16 May-17

Price ® Target

Absolute Rating Interpretation

REDUC Stock expected to provide returns of <5% — -10% over a 1-year horizon

SELL Stock expected to fall >10% over a 1-year horizon

Spark Capital has a subsidiary Spark Investment Advisors (India) Private Limited which is engaged in the services of providing investment advisory services and is registered with SEBI as
Investment Advisor. Spark Capital has also an associate company Spark Infra Advisors (India) Private Limited which is engaged in providing infrastructure advisory services.

Spark Capital Advisors (India) Private Limited (Spark Capital) and its affiliates are engaged in
investment banking, investment advisory and institutional equities and infrastructure advisory

X L . . Stock expected to provide positive returns of >15% over a 1-year horizon
services. Spark Capital is registered with SEBI as a Stock Broker and Category 1 Merchant Banker. B p E 0 th

L . . Stock expected to provide positive returns of >5% — <15% over a 1-year horizon
We hereby declare that our activities were neither suspended nor we have defaulted with any stock

exchange authority with whom we are registered in the last five years. We have not been debarred
from doing business by any Stock Exchange/SEBI or any other authorities, nor has our certificate of
registration been cancelled by SEBI at any point of time.

This document does not constitute or form part of any offer or solicitation for the purchase or sale of any financial instrument or as an official confirmation of any transaction. This document is
provided for assistance only and is not intended to be and must not alone be taken as the basis for an investment decision. Nothing in this document should be construed as investment or financial
advice, and nothing in this document should be construed as an advice to buy or sell or solicitation to buy or sell the securities of companies referred to in this document.

Each recipient of this document should make such investigations as it deems necessary to arrive at an independent evaluation of an investment in the securities of companies referred to in this
document (including the merits and risks involved), and should consult its own advisors to determine the merits and risks of such an investment. This document is being supplied to you solely for
your information and may not be reproduced, redistributed or passed on, directly or indirectly, to any other person or published, copied, in whole or in part, for any purpose. This report is not
directed 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, regulation or which would subject Spark Capital and/or its affiliates to any registration or licensing requirement within such jurisdiction. The securities
described herein may or may not be eligible for sale in all jurisdictions or to a certain category of investors. Persons in whose possession this document may come are required to inform themselves
of and to observe such applicable restrictions. This material should not be construed as an offer to sell or the solicitation of an offer to buy any security in any jurisdiction where such an offer or
solicitation would be illegal.

Spark Capital makes no representation or warranty, express or implied, as to the accuracy, completeness or fairness of the information and opinions contained in this document. Spark Capital , its
affiliates, and the employees of Spark Capital and its affiliates may, from time to time, effect or have effected an own account transaction in, or deal as principal or agent in or for the securities
mentioned in this document. They may perform or seek to perform investment banking or other services for, or solicit investment banking or other business from, any company referred to in this
report.
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Transport Corporation of India (TRPC)
Disclaimer (Cont’d) Rs. 258 ACHPALY BUY

This report has been prepared on the basis of information, which is already available in publicly accessible media or developed through an independent analysis by Spark Capital. While we would
endeavour to update the information herein on a reasonable basis, Spark Capital and its affiliates are under no obligation to update the information. Also, there may be regulatory, compliance or
other reasons that prevent Spark Capital and its affiliates from doing so. Neither Spark Capital nor its affiliates or their respective directors, employees, agents or representatives shall be
responsible or liable in any manner, directly or indirectly, for views or opinions expressed in this report or the contents or any errors or discrepancies herein or for any decisions or actions taken in
reliance on the report or the inability to use or access our service in this report or for any loss or damages whether direct or indirect, incidental, special or consequential including without limitation
loss of revenue or profits that may arise from or in connection with the use of or reliance on this report.

Spark Capital and/or its affiliates and/or employees may have interests/positions, financial or otherwise in the securities mentioned in this report. To enhance transparency, Spark Capital has
incorporated a disclosure of interest statement in this document. This should however not be treated as endorsement of views expressed in this report:

Disclosure of Interest Statement TRPC

Analyst financial interest in the company No
Group/directors ownership of the subject company covered No
Investment banking relationship with the company covered No
Spark Capital’s ownership/any other financial interest in the company covered No
Associates of Spark Capital’s ownership more than 1% in the company covered No
Any other material conflict of interest at the time of publishing the research report No

Receipt of compensation by Spark Capital or its Associate Companies from the subject company covered for in the last twelve months:

= Managing/co-managing public offering of securities No
= |nvestment banking/merchant banking/brokerage services

= Products or services other than those above

= In connection with research report

Whether Research Analyst has served as an officer, director or employee of the subject company covered No

Whether the Research Analyst or Research Entity has been engaged in market making activity of the Subject Company; No

Analyst Certification of Independence

The views expressed in this research report accurately reflect the analyst's personal views about any and all of the subject securities or issuers; and no part of the research analyst's
compensations was, is or will be, directly or indirectly, related to the specific recommendation or views expressed in the report.

Additional Disclaimer for US Institutional Investors

This research report prepared by Spark Capital Advisors (India) Private Limited is distributed in the United States to US Institutional Investors (as defined in Rule 15a-6 under the Securities
Exchange Act of 1934, as amended) only by Auerbach Grayson, LLC, a broker-dealer registered in the US (registered under Section 15 of Securities Exchange Act of 1934, as amended).
Auerbach Grayson accepts responsibility on the research reports and US Institutional Investors wishing to effect transaction in the securities discussed in the research material may do so through
Auerbach Grayson. All responsibility for the distribution of this report by Auerbach Grayson, LLC in the US shall be borne by Auerbach Grayson, LLC. All resulting transactions by a US person or
entity should be effected through a registered broker-dealer in the US. This report is not directed at you if Spark Capital Advisors (India) Private Limited or Auerbach Grayson, LLC is prohibited or
restricted by any legislation or regulation in any jurisdiction from making it available to you. You should satisfy yourself before reading it that Auerbach Grayson, LLC and Spark Capital Advisors
(India) Private Limited are permitted to provide research material concerning investment to you under relevant legislation and regulations.
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