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Sugar & Distillery volumes drive Q3FY21 - Triveni Engineering (TEL) reported
strong Q3FY21 results driven by domestic sugar & distillery volumes resulting in
robust operating profits. Consolidated revenue increased 5% YoY to ¥11,231mn led
by 6.8% YoY growth in sugar segment & 7.2% growth is distillery segment. Sugar
dispatches volume increased by 6.7% YoY to 271,799 tonnes mainly on account of
higher domestic sale quota. The company also exported 14,244 tonnes of sugar
pending from previous seasons export quota. The company is holding 282k tonnes
of sugar valued at ¥30.9/kg. Distillery volumes increased by 3.8% to 22,492
Kilolitre. Distillery realisation was up 1.5%YoY to 47.48/litre. Engineering
businesses continued to remain impacted by pandemic related execution delays.
Power transmission sales were down 52.8% to ¥213mn mainly due to deferment of
supplies from Q3FY21 to Q4FY21. Water business sales was down by 14.7% YoY
to I602mn. Outstanding order book for power transmission & water business was
1609mn &I8275mn, respectively. Operating profit increased 82.6% to I1605mn
on account of lower valuation of inventory cost at the end of Q2FY21. Led by higher
operating profit & lower interest cost, PAT increased to I947mn compared to
I452mn YoY.

In the sugar season 2020-21, the company started crushing early in current
season - The company was able to crush 2.81mn tonnes of sugarcane with the
effective recoveries of 10.19% resulted in sugar production of 286,487 tonnes with
like to like sugar recoveries (after adjustment on account of B-heavy molasses) at
10.93% as against 11.36% YoY. The company is actively considering variety
substitute program to gradually reduce the dependence on sugarcane variety Co-
0238. The reduction is recovery was mainly on account of adverse climate. Also,
longer days of crushing in previous season resulted in inadequate time for ratoon
crop for maturity. The full season decline in recoveries can be 20-30bps given
plantation sugar recoveries are relatively better

Recovery in sugar to be low leading to increase in cost of production — As per
the latest ISMA estimates, sugar production in the country is likely to be 30.2mn
tonnes. UP is likely to witness 17% decline in sugar production due to lower yields
& recoveries, higher diversion towards Gur & Khandsari and Sugar mills are likely
to sacrifice 0.67 lakh tonnes sugar for ethanol manufacturing through B-Heavy
molasses/sugarcane juice. We are likely to see sugar mills in western UP would
fare better compared to mills in central & eastern UP. In the current sugar season,
sugar recoveries are expected to be lower by 20-30 bps due to adverse weather
conditions at the time of ratoon sugarcane crushing. This would increase the cost of
production by %0.6-1.0/kg.TEL is likely to witness 4-5% reduction in sugar
production & it would be able to take advantage of expected higher domestic sugar
prices in FY22.

TEL has contracted 98.6mn litres of ethanol, of which 90% is B-Heavy — On
the ethanol front, OMCs are likely to procure 3,250mn litre of ethanol from sugar
mills for 7.7-8% ethanol blending during Dec’20 to Nov'21 and sugar industry has
already contracted 2,480mn litres of ethanol. The government has advanced the
20% ethanol blending target from 2030 to 2025.

Two new distilleries with capex of ¥2,500mn - Distillery volumes in FY21 are
likely to be 105-110mn litres. The company announced capacity addition of two new
distilleries of 160 KLD & 40 KLD capacity with a capex of ¥2,500mn. The 160 KLD
capacity would fungible for sugarcane juice, B-Heavy molasses, C-Heavy molasses
& grain whereas 40 KLD capacity would be dedicated for grain based ethanol
enabling TEL's total distillery capacity enhancement to 520 KLD (~160mn litres pa).
It would be able to commission these plants by Jan’22. We believe new capacities
would create a sustainable business model company would be able to switch its
production between sugar & ethanol according to demand supply situation.
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Moreover, this would also eliminate the possibility of building up sugar inventory &
in turn working capital debt. The company started producing country liquor in one of
its plant to safeguard from the 18% levy obligation. It has approval for producing
5.28mn litres of potable alcohol.

» Engineering business of the company remained impacted by pandemic
delays in execution of projects & hence deferments of order supplies from Q3FY21
to Q4FY21 for high speed gears. Power transmission business outstanding order
book stands at ¥1609mn. Water business also adversely impacted by pandemic
with delays in order finalisations. Outstanding order book stands at ¥8,275mn which
includes 4,673mn of O&M contracts. The total debt for the company declined by
$9,940mn to ¥5,500mn with the entire debt at concessional interest rate of 5.7%

View

With increase in distillery capacity, OMC procurement of ethanol and reduction in debt
levels by ~310bn we are likely to witness sustainable growth without any additional
working capital requirement in the near to medium term. Hence, we continue to view it as
a BUY with a fair value of ¥95-100.
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Financial & Operating Parameters

(Tmn)
Particulars Q3FY21 Q3FY20 YoY (%) Q2FY21 QoQ (%) IMFY21 IMFY20 YoY(%)
Revenue 12,131 10,693 13.4 11,684 3.8 36,053 29,427 225
EBITDA 1,605 879 82.6 778 106.3 4,063 3,788 7.3
EBITDA Margin (%) 13.2 8.2 6.7 11.3 12.9
Net Profit 947 452.0 109.5 312 203.7 2,096 1,976 6.1
Particulars Q2FY21 Q2FY20 YoY (%) Q1FY21 QoQ (%) 1HFY21 1HFY20 YoY(%)
Revenue 11,684 9,480 23.2 12,238 (4.5) 23,922 18,734 21.7
EBITDA 778 1,779 (56.3) 1,556 (50.0) 2,458 2,909 (15.5)
EBITDA Margin (%) 6.7 18.8 12.7 10.3 15.5
Net Profit 312 1183 (73.6) 838 (62.8) 1,149.3 1,523.6 (24.6)
Source: Company Data, Way2Wealth Inst Equity
Q3FY21 Q3FY20 YoY (%) Q2FY21 QoQ (%)
Sugar
Revenue (¥mn) 10,036 9,514 5.5 9,514 5.5
- Domestic Dispatches (Tonnes) 257,555 205,960 251 241,074 6.8
- Exports Dispatches (Tonnes) 14,244 48,654 (70.7) 28,312 (49.7)
Total 271,799 254,614 6.7 269,386 0.9
Domestic Realisation price (I/MT) 32,786 33,551 (2.3) 33,299 (1.5)
Export Realization price (Z/MT) 24,210 19,825 221 23,750 1.9
Distilleries
Revenue (¥mn) 1,087 1,014 7.2 1,545 (29.6)
Production (KL) 25,507 25,744 (0.9) 24,385 4.6
Sales (KL) 22,492 21,672 3.8 34,385 (34.6)
Avg. Realisation (X/ Itr) 47.48 46.8 1.5 44.76 6.1
Gears
Revenue (¥mn) 213 451 (52.8) 379 (43.8)
Order Inflow (X mn) 337 360 (6.4) 393 (14.2)
Water
Revenue (Tmn) 602 705 (14.6) 665 (9.5
Q2FY21 Q2FY20 YoY (%) Q1FY21 QoQ (%)
Sugar
Revenue (Tmn) 9,514 7,749 22.8 11,159 (14.7)
- Domestic Dispatches (Tonnes) 241,074 181,249 33 209,572 15
- Exports Dispatches (Tonnes) 28,312 9,816 188.4 78,174 (63.8)
Total 269,386 191,065 41 287,746 (6.4)
Domestic Realisation price (I/MT) 33,299 33,702 (1.2) 32,223 3.3
Export Realization price (I/MT) 23,750 20,691 14.8 22,560 53
Distilleries
Revenue (Tmn) 1,545 1080 43.1 1,241 24.5
Production (KL) 24,385 23,614 3.3 26,929 (9.4)
Sales (KL) 34,385 25,070 37.2 25,092 37
Avg. Realisation (/ Itr) 44.76 43.04 4.0 48.63 (8.0)
Gears
Revenue (¥mn) 379 429 (11.7) 179 111.9
Order Inflow (X mn) 393 433 9.2) 19 1,936.30
Water
Revenue (Tmn) 665 705 (5.7) 529 25.7
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Disclaimer

Analyst Certification: |, Jayakanth Kasthuri, the research analyst and author of this report, hereby certify that the views expressed in this
research report accurately reflect our personal views about the subject securities, issuers, products, sectors or industries. It is also certified
that no part of the compensation of the analyst(s) was, is, or will be directly or indirectly related to the inclusion of specific recommendations
or views in this research. The analyst(s), principally responsible for the preparation of this research report, receives compensation based on
overall revenues of the company (Way2Wealth Brokers Private Limited, hereinafter referred to as Way2Wealth) and has taken reasonable care to
achieve and maintain independence and objectivity in making any recommendations.

It is confirmed Jayakanth Kasthuri, the author of this report has not received any compensation from the companies mentioned in the report in
the preceding 12 months. Our research professionals are paid in part based on the profitability of Way2Wealth, which include earnings from
other business. Neither Way2Wealth nor its directors, employees, agents or representatives shall be liable for any damages whether direct or
indirect, incidental, special or consequential including lost revenue or lost profits that may arise from or in connection with the use of the
information contained in this report.

This report is for the personal information of the authorized recipient and does not construe to be any investment, legal or taxation advice to
you. Way2Wealth is not soliciting any action based upon it. Nothing in this research shall be construed as a solicitation to buy or sell any security
or product, or to engage in or refrain from engaging in any such transaction. The contents of this material are general and are neither
comprehensive nor appropriate for every individual and are solely for the informational purposes of the readers. This material does not take
into account the specific objectives, financial situation or needs of an individual/s or a Corporate/s or any entity/s.

This research has been prepared for the general use of the clients of the Way2Wealth and must not be copied, either in whole or in part, or
distributed or redistributed to any other person in any form. If you are not the intended recipient you must not use or disclose the information
in this research in any way. Though disseminated to all the customers simultaneously, not all customers may receive this report at the same
time. Way2Wealth will not treat recipients as customers by virtue of their receiving this report. The distribution of this document in other
jurisdictions may be restricted by the law applicable in the relevant jurisdictions and persons into whose possession this document comes should
inform themselves about, and observe any such restrictions.

The report is based upon information obtained from sources believed to be reliable, but we do not make any representation or warranty that it
is accurate, complete or up to date and it should not be relied upon as such. Way2Wealth or any of its affiliates or employees makes no
warranties, either express or implied of any kind regarding any matter pertaining to this report, including, but not limited to warranties of
suitability, fitness for a particular purpose, accuracy, timeliness, completeness or non-infringement. We accept no obligation to correct or
update the information or opinions in it. Way2Wealth or any of its affiliates or employees 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. The recipients of this report should
rely on their own investigations. In no event shall Way2Wealth be liable for any damages of any kind, including, but not limited to, indirect,
special, incidental, consequential, punitive, lost profits, or lost opportunity, whether or not Way2Wealth has advised of the possibility of such
damages.

This material contains statements that are forward-looking; such statements are based upon the current beliefs and expectations and are
subject to significant risks and uncertainties. Actual results may differ from those set forth in the forward-looking statements. These
uncertainties include but are not limited to: the risk of adverse movements or volatility in the securities markets or in interest or foreign
exchange rates or indices; adverse impact from an economic slowdown; downturn in domestic or foreign securities and trading conditions or
markets; increased competition; unfavorable political and diplomatic developments; change in the governmental or regulatory policies; failure
of a corporate event and such others. This is not an offer to buy or sell or a solicitation of an offer to buy or sell any security or instrument or to
participate in any particular trading strategy. No part of this material may be copied or duplicated in any form by any means or redistributed
without the written consent of Way2Wealth. In no event shall any reader publish, retransmit, redistribute or otherwise reproduce any
information provided by Way2Wealth in any format to anyone. Way2Wealth and its affiliates, officers, directors and employees including persons
involved in the preparation or issuance of this report may from time to time have interest in securities / positions, financial or otherwise in the
securities related to the information contained in this report.

To enhance transparency, Way2Wealth has incorporated a Disclosure of Interest Statement in this document. This should, however, not be
treated as endorsement of the views expressed in the report.

Disclosure of Interest Statement in Triveni Engineering & Industries Ltd. as on 12 February 2021

Name of the Security Triveni Engineering & Industries Ltd.
Name of the analyst Jayakanth Kasthuri
Analysts’ ownership of any stock related to the information NIL
contained
Financial Interest
Analyst : No
Analyst’s Relative : Yes / No Yes
Analyst’s Associate/Firm : Yes/No No
Conflict of Interest No
Receipt of Compensation No
Way2Wealth ownership of any stock related to the information NIL
contained
Broking relationship with company covered NIL
Investment Banking relationship with company covered NIL

This information is subject to change without any prior notice. Way2Wealth reserves at its absolute discretion the right to make or refrain from
making modifications and alterations to this statement from time to time. Nevertheless, Way2Wealth is committed to providing independent and
transparent recommendations to its clients, and would be happy to provide information in response to specific client queries.
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