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Company Background

Ucal Fuel Systems Ltd. (UCAL) was incorporated in 1985, is a Chennai-based auto
ancillaries company. UCAL in an engineering company that offers comprehensive Fuel
Management Systems for Automotive sector. The company is jointly promoted by
Carburettors Limited, a pioneer in manufacture of carburettors and mechanical fuel
pumps in India and Mikuni Corporation of Japan, an internationally renowned company
for Fuel Management System and products. UCAL became public limited in 1989. UCAL
started to manufacture world class carburettors, mechanical fuel pumps and air suction
valves using advanced technology. It designs product for petrol and diesel engine
application and has impeccable manufacturing process and systems that ensures product
quality. UCAL has manufacturing facilities in 5 locations - 3 in Tamil Nadu, 1 in
Pondicherry and 1 in Haryana.

Investment Rationale

» The company has one of the most advanced R & D centers in the industry. The R&D center,
named, Krishnamurthy Centre for Automotive Technology (KCAT) located in Ambattur,
Chennai is recognized by the Department of Scientific and Industrial Research,
Government of India. The company has fully absorbed the technology and is continuously
working towards new development and thus in FY16-17 Company has made expenditure
of Rs. 9 crore which is 1.62% of total turnover in R&D.

» The company has two wholly owned subsidiaries. Ucal Polymer Industries Limited (UPIL)
which efficiently cater to the plastic and rubber component requirements of UCAL. Amtec
Precision Products Inc, USA (Amtec) manufactures precision machined parts and plastic
moulded products and has three facilities located in Illinois, USA.

» For the period of FY12-16, its topline and bottomline grew at a CAGR of ~5% and ~53%
respectively. In Q2FY18 UCAL’s standalone net sales declined by ~8% to Rs. 158.50 crore
but its PBIDT grew by ~52% to Rs. 34 crore. Its PAT for the quarter increased by robust
99% to Rs. 16 crore from Rs. 8 crore as compared to the same quarter previous year. The
increased profitability is due to the increased turnover in UCAL and a corresponding
increase in turnover of UPIL and an overall reduction in costs.

» The company has been consistently paying Dividend since many years and for FY16-17,
they have paid 50% dividend i.e. Rs. 5 per equity share to its equity shareholders and
amount aggregates to Rs. 1,106 lakhs.

» Continuous efforts are being made to introduce the company’s products to various
international customers and thus it has set up a representative office in Europe. With the
company becoming Euro VI complaint in relation to pumps it is expected that exports of
the same will increase in FY17-18. The exports stood at Rs. 10.18 crore in FY16-17. The
spares sales has seen a growth of 53% to Rs 63.28 crore, due to an increased offtake of
spares by OEMs and a greater thrust given by the company for increasing the spares sales.

» UCAL’s client list includes some of the top OEMs such asMaruti Udyog, Hyundai,
Cummins, Bosch , General Motors, TVS Motor Company, Bajaj Auto, Suzuki, Yamaha, Hero
Honda Motors, etc.

» Recommendation - UCAL has large scope for exports and the there exists a large
domestic market for spares which will benefit the company. Further Government’s
continued emphasis on domestic manufacturing through its “Make in India” program and
encouraging the manufacture of electric vehicles to bring electric mobility to the country
would have a positive influence on the auto and auto component industry. At the CMP of
Rs. 247.05, the stock trades at ~11 times FY19 EPS of Rs. 23. Hence, we recommend a
BUY on the stock with a Target Price of Rs. 345 with an upside potential of ~40%
from the current level with an investment horizon of 9-12 months.

Particulars (Rs.Crs) | Q2FY18* | Q2FY17* Var% H1FY18* H1FY17* Var% FY16* FY17*
Net Sales 158.50 171.75 -7.71 300.19 287.62 437 | 723.65 | 784.77
PBIDT (Excl OI) 34.18 22.53 51.71 50.39 42.18 19.46 | 73.15 | 96.01
Profit After Tax 15.98 8.03 99.00 19.77 16.18 22.19 | 1557 [ 33.03
PBIDTM (Excl OI) % 21.56 13.12 64.39 16.79 14.67 1446 | 1011 | 12.23
PATM % 10.08 4.68 115.64 6.59 5.63 17.07 | 215 421
EPS (Rs.) 7.23 3.63 99.17 8.94 7.32 2213 | 7.04 14.94

ANumbers are Standalone, * Numbers are Consolidated
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Financials

Standalone Quarterly Results (Value in Rs. Crs)

Q2FY18 Q2FY17 H1FY18 H1FY17
Net Sales 158.50 171.75 -7.71 300.19 287.62 4.37
Total Expenditure 124.32 149.22 -16.69 249.80 245.44 1.78
PBIDT (Excl OI) 34.18 22.53 51.71 50.39 42.18 19.46
Other Income 1.14 0.11 936.36 1.62 1.79 -9.50
Operating Profit 35.33 22.64 56.05 52.01 43.97 18.29
Interest 5.52 6.02 -8.31 11.00 11.29 -2.57
PBDT 29.81 16.62 79.36 41.01 32.68 25.49
Depreciation 4.42 5.55 -20.36 8.99 10.94 -17.82
Tax 9.41 3.04 209.54 12.25 5.57 119.93
Profit After Tax 15.98 8.03 99.00 19.77 16.18 22.19
EPS (Rs.) 7.23 3.63 99.17 8.94 7.32 22.13

Consolidated Income Statement (Value in Rs. Crs)

|

FY13 FY14 FY16
Net Sales 653.56 643.84 737.73 723.65 784.77
Total Expenditure 586.11 581.25 649.77 650.51 688.77
PBIDT (Excl OI) 67.45 62.58 87.97 73.15 96.01
Other Income 8.40 11.04 10.31 10.90 11.14
Operating Profit 75.85 73.63 98.28 84.05 107.15
Interest 37.83 35.63 31.45 27.23 26.79
PBDT 38.02 37.99 66.83 56.82 80.36
Depreciation 27.60 28.03 33.51 33.50 32.29
Tax 443 3.12 8.76 7.76 15.04
Profit After Tax 5.98 6.85 24.55 15.57 33.03
EPS (Rs.) 2.71 3.10 11.10 7.04 14.94
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Consolidated Balance Sheet (Value in Rs. Crs)

Description FY15 FY16 FY17
EQUITY AND LIABILITIES

Share Capital 22.11 22.11 22.11 22.11 22.11
Share Warrants & Outstandings - - - - -
Total Reserves 36.94 33.53 43.97 9.29 34.19
Shareholder's Funds 59.05 55.64 66.08 31.40 56.31

Minority Interest - - - - -
Long-Term Borrowings

Secured Loans 206.60 | 169.51 | 110.15 71.84 92.05
Unsecured Loans 0.00 0.00 0.00 7.46 6.51
Deferred Tax Assets / Liabilities -11.17 -13.76 -18.91 6.42 4.99
Other Long Term Liabilities 3.76 6.29 3.06 4.00 4.26
Long Term Trade Payables 3.38 6.61 8.39 8.01 6.02
Long Term Provisions 1.24 0.88 0.92 1.57 2.77
Total Non-Current Liabilities 203.81 | 169.53 | 103.61 | 99.29 | 116.61
Current Liabilities

Trade Payables 108.34 99.32 103.15 | 100.79 | 108.12
Other Current Liabilities 62.87 86.33 110.47 | 127.32 67.13
Short Term Borrowings 134.70 | 129.97 | 126.43 120.44 | 128.79
Short Term Provisions 4.66 4.36 11.51 16.57 10.73
Total Current Liabilities 310.58 | 319.97 | 351.56 | 365.13 | 314.77
Total Liabilities 573.44 | 545.14 | 521.25 | 495.82 | 487.69
ASSETS

Non-Current Assets

Gross Block 640.72 | 644.16 | 659.01 | 673.27 | 683.87
Less: Accumulated Depreciation 326.02 | 352.09 | 388.20 | 418.40 | 445.21
Less: Impairment of Assets - - - - -
Net Block 314.69 | 292.07 | 270.80 [ 254.88 | 238.65
Capital Work in Progress 9.47 9.75 3.81 1.92 6.51
Non Current Investments 0.05 0.05 0.05 0.05 0.05
Long Term Loans & Advances 8.98 9.34 10.39 11.19 10.81
Other Non Current Assets 0.49 0.00 0.67 0.00 0.00
Total Non-Current Assets 333.68 | 311.22 | 285.74 | 268.04 | 256.03

Current Assets Loans & Advances
Currents Investments

Inventories 72.58 70.44 76.41 78.14 75.20
Sundry Debtors 115.52 | 11690 | 11148 [ 102.18 | 115.33
Cash and Bank 6.42 2.87 2.86 2.60 5.30
Other Current Assets 4.17 1.56 0.00 0.00 0.00
Short Term Loans and Advances 39.40 42.10 44.70 44.86 35.82
Total Current Assets 238.08 | 233.86 | 235.44 | 227.78 | 231.66
Net Current Assets (Including Current Investments) -72.50 -86.11 | -116.12 | -137.35 [ -83.11
Total Current Assets Excluding Current Investments 238.08 | 233.86 | 235.44 | 227.78 | 231.66
Total Assets 573.44 | 545.14 | 521.25 | 495.82 | 487.69
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Disclosure & Disclaimer

This document is solely for the personal information of the recipient and must not be singularly used as the basis of
any investment decision. Nothing in this document should be construed as investment or financial advice. Each
recipient of this document should make such investigations as they deem necessary to arrive at an independent
evaluation of an investment in the securities of the companies referred to in this document (including the merits and
risks involved) and should consult their own advisors to determine the merits and risks of such an investment.

Reports based on technical and derivative analysis center on studying charts of a stock's price movement, outstanding
positions and trading volume, as opposed to focusing on a company's fundamentals and as such, may not match with a
report on a company's fundamentals.

The information in this document has been printed on the basis of publicly available information, internal data and
other reliable sources believed to be true but we do not represent that it is accurate or complete and it should not be
relied on as such, as this document is for general guidance only. AUM Capital Market Private Limited (hereinafter
referred to as “AUM Cap”) or any of its affiliates/group companies shall not be in any way responsible for any loss or
damage that may arise to any person from any inadvertent error in the information contained in this report. AUM Cap
has not independently verified all the information contained within this document. Accordingly, we cannot testify nor
make any representation or warranty, express or implied, to the accuracy, contents or data contained within this
document.

While, AUM Cap endeavors to update on a reasonable basis the information discussed in this material, there may be
regulatory compliance or other reasons that prevent us from doing so.

This document is being supplied to you solely for your information and its contents, information or data may not be
reproduced, redistributed or passed on, directly or indirectly. Neither, AUM Cap nor its directors, employees or
affiliates shall be liable for any loss or damage that may arise from or in connection with the use of this information.

AUM Cap is registered under SEBI (Research Analysts) Regulations, 2014. Further, AUM Cap hereby declares that -

* AUM Cap/its associates/research analysts do not have any financial interest/beneficial interest of more than one
percent/material conflict of interest in the subject company.

* AUM Cap/its associates/research analysts have not received any compensation from the subject company(s) during
the past twelve months.

e AUM Cap/its research analysts has not served as an officer, director or employee of company covered by analysts
and has not been engaged in market making activity of the company covered by analysts.

AUM Capital Market Private Limited

Registered Office: 5, Lower Rawdon Street, Akashdeep building 1st Floor, Kolkata - 700020;
Phone: +91(33) 24861040/43; Fax: +91(33) 24760191

Website: www.aumcap.com; Email: aumresearch@aumcap.com




