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Generating valuable growth for long term inEE M E TR R e

Q

Incorporated in 1999, TDPS is one of the leading manufacturers of AC generators for a diverse range of prime movers such as steam, gas, hydro and wind
turbines as well as diesel and gas engines. The company also executes turbine-generator islands for steam turbine power plants of up to 52 MW. TDPS has
three manufacturing units in Bengaluru, with one being a dedicated large generator manufacturing unit. The company also has a facility in Turkey and
operates through its wholly owned subsidiary. Since its incorporation, company has manufactured 5,406 generators, including generators exported to 100
countries with a capacity of 39,209 MW.

Over the years, the group has been able to partially offset the slowdown in domestic demand, by expanding into the overseas market and building
relationships with key multinational original equipment manufacturers (OEMs). The company's clients are significantly concentrated with top 10 customers
contributing to major portion of revenues. Its top customers include various OEMs of turbines such as Siemens Ltd, Voith Hydro, General Electric and Triveni
Turbine Ltd.

TD Power system’s Revenue/EBITDA increased by 17%/44% CAGR from FY19 to FY23 on account of healthy product mix, operational efficiency and brand
visibility. Over the years, company delivered healthy volume growth, margin expansion with gradual reduction in debt. Therefore, this enabled them to be a
debt free entity and lower its working capital requirements in FY23.

Despite Covid-19 pandemic and overseas headwinds, company has shown improvement in performance. EBITDA margin has increased from 7% to 15% from
FY20 to FY23 which shows its resilience and competitive edge over its peer group. In FY23, company turned out to be a net cash company, Going ahead,
company plans to make surplus investment towards automation, productivity improvements, and software for the design department. Also, company is
planning to set up new plant in near future.

We believe that TDPS’s Revenue/EBITDA/PAT is expected to grow at a CAGR of 20%/28%/26% respectively over FY23-25E. On valuation front, At CMP, the
stock is trading at 40x FY23 EPS. We initiate the coverage with a “BUY” rating on this stock by assigning 31.4x of FY25E earnings with a target price of Rs312.
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Global power generating nations NS S TR R v E S

India is the third-largest producer and consumer of electricity in the world.

Although power generation has grown hugely post independence, growth in (TWh)

demand has been even higher due to accelerating economic activity. 8,534

U India's energy firms have made significant progress in the global energy sector.
According to the S&P Global Platts Top 250 Global Energy Rankings 2022, Qil
and Natural Gas Corp. Ltd. ranked 14th.

O In June 2021, the Export-Import Bank of India (Exim Bank)announced that it
has extended a line of credit (LOC) worth USS 100 mn to the Sri Lankan 4,406
government for the purpose of funding projects in the solar energy sector and
assuring that the country’s 70% power requirements are met by renewable
energy sources by 2030.

U Going ahead, the increasing applications of electricity in transportation 1715
industry are expected to increase substantially due to electrification of 1157 1,020
railways in underdeveloped and developing countries , setting up of I . .
transportation networks and country’s collective aim towards net-zero carbon
emissions . China India  Russia Japan Canada Brazil
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Power generation in India N A S IR AN

U With electricity generation (including renewable sources) of 1,359.21 BU in
India up to Jan’23 in the current fiscal year FY23, the country witnessed a (bn units)
growth of 10% YoY. During FY10-22, electricity generation in India increased at 4.3% CAGR
a CAGR of 5.23%.

1,492
1376 1,389
U As per reports, there was a capacity addition in renewable energy of 16 GW in 1,308
FY23. In the Union Budget of FY23, the government allocated USS 885 million 1,174 1,242 1,234
(Rs.73 bn) for the solar power sector including grid, offgrid, and PM-KUSUM 1,110
projects For FY23, electricity generation target from conventional sources was
fixed at 1,459.37 BU, comprising of 1,257.39 BU of thermal energy, 150.66 BU
of hydro energy, 43.32 BU of nuclear energy, and 8 BU to be imported from
Bhutan.
0 According to data from the Ministry of Power, India's power consumption
increased 11% YoY in Dec’22 to 121.19 BU.
U The Nathpa Jhakri Hydro Electricity Station of Satluj Jal Vidyut Nigam (SJVN)
has set a new monthly power generation record, increasing from 1,213.10 mn
units to 1,216.56 mn units on Jul’21. FY15 FY16 FY17 FY18 FY19 FY20 FY21 FY22
R ] h
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Renewable Energy Capacity has increased tremendously

Q

The International Energy Agency’s World Energy Outlook projects a growth
of renewable energy supply to 4,550 GW in 2040 on a global basis.

Installed renewable power-generation capacity has increased at a fast pace
over the past few years, posting a CAGR of 14.58% between FY16 and FY23*,
India has 119.09 GW of renewable energy capacity in FY23*.975.60 MW of
renewable energy capacity was added in January 2022.

As of Oct,22, 40.6% of the total power installed capacity is from non-fossil-
based sources, which fulfills the target of 40% by the end of 2022.

The country plans to reach 450 GW of installed renewable energy capacity
by 2030, with 280 GW (over 60%) expected from solar power.

The ambitious target of 450 GW will provide investment opportunities worth
USS 221 bn by 2030.

ANANDRATHI

INVESTMENT SERVICES
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Power Generator Market size

Q

In nations, where regular power outages occur, generators are crucial
because they offer backup of power supply. In the rapidly urbanizing world,
the requirement for reliable and constant power supply has increased the
demand for generators on a global level.

As per markets and markets report, power generators globally are expected
to witness a boom on account of increasing trend for urbanization, industrial
sector, startups and expansion by various Multinational as well as small scale
companies. Therefore, the market is expected to grow at a CAGR of 5.2% to
§7.01 bn by CY30

Coming to Indian markets, the market is expected to grow around 8.5%
CAGR to S2.3 bn by CY30 led by various government schemes such as
adoption of clean energy, Wind-solar hybrid policy, net zero emissions
development of solar parks and ultra mega power projects etc.

ANANDRATHI

INVESTMENT SERVICES

Global Generator Market size
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Leading player in AC (Alternative Current) generators | INVESTMENT SERVICES

O TD Power system is a leading manufacturer of AC generators in the 1-50- No. of generators installed (units)
megawatt (MW) segment in India. The group has a strong track record and

has supplied 5,811 generators since its inception. It has capability to
manufacture generators across steam, hydro, diesel and gas segments, and 12.4% CAGR
has a diverse end-user industry base, which includes cement, sugar, metals
and mining, and power generation sectors. Therefore, company caters to

both conventional and renewable fuel-based power plants. 2,032

O Over the years, the group has been able to partially offset the slowdown in -

domestic demand, by expanding into the overseas market and building

5,886

relationships with key multinational original equipment manufacturers FY13 ] FY23
(OEMs) % of generator installed
U Favorable industry scenario with higher investments made by end-user 84%

industries over the medium term would enable to support the business.

60%

Also, company has a diversified product portfolio and technological

B Domestic
collaboration with global OEM/technology partner company gains an 40%
ability to design and manufacture a complete range of generators required 16%
to cater to the renewable fuel-based segment of the power generation - W Exports
market.
FY13 FY23
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Innovation and strong order inflow in motor division to untap new opportunities Uit S i I USS

U In the Motors segment, the first order has been received from Nuclear Power Corporation. Product portfolio
First orders have also been received for submersible motors — another new product for TDPS. :
Submersible motors are used extensively in municipalities in sewage. The Company has also —=

received a large order from local EPC contractor for 5x40MW synchronous motors to be f l =
delivered within Q3FY24. Also, inquiries are coming from Telangana, Andhra Pradesh, Tamil
Nadu and Karnataka and Madhya Pradesh

U The six months trial of traction motors has been completed with the Indian Railways.
Documentation process and few more test are expected to be completed within Q3FY24.

Post which a good ramp up in this segment is expected to commence from FY25. As per S8 R ___

management, the addressable market for this motors is Rs10 bn of which TDPS targets an 8- ] ‘%;77 — — ’

10% share. ' j( = |
ST S ——

O During FY23, company bagged orders from leading project companies from India such as 1
unit of 3.25MW diesel engine generator & 2 units of 0.38MW Induction motors for
installation in India. The order for supply of 4 units of 1l6MW synchronous motors for

installation in India from a leading Indian EPC company. das5—171
O Supply and commissioning 2 units of 3MW, 11kV, 744RPM induction motors for a sugar plant ‘ :
based in India. Moreover, New customers have been added in Hydro (Austria & India), Diesel \‘ 1 L
& synchronous motors India. With this supply TDPS will establish itself firmly in this segment -
which is expected to open up the market further for the company. Traction Motors

Anand Rathi Research
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Improvement in Turkey business division to cushion growth INVESTMENT SERVICES
U TDPS has four manufacturing units i.e 3 units established in India and 1 unit in Revenue breakup (FY23)
Turkey with advanced machines. The company through its subsidiaries cater to 1.4% ,3.2% = TDPS India
0.0%

global generator markets directly and through OEMs. Along with gas engine turbines

) DF Power
and steam turbines generators, the hydro turbine generator sector has shown 0.1% system
significant improvement, attracting new customers which has increased order inflow TDPS USA Inc

and installations in Turkey and Southeast Asian countries.
® TDPS Japan Ltd
U Turkey has a Geothermal Power Plant capacity of 29.7MVA where company use to
®m TDPS Europe
GmbH

manufacture several generators and supplied to Turkey OEMs. However, over the
last few years, company been facing political issues and dampening economic
conditions which has impacted the overall revenue of the business. Therefore,

Jenerator Sanayi Anonim Sirketi (Turkish entity)
company earlier planned to suspend all the Turkey operations to avoid losses.

Recently, government has revised the incentives for locally made generators and (Rs mn)
0,
made it attractive for end users to buy made in Turkey generators. This new 12,000 25.0%
. . o . : 10,000 20.0%
incentive policy is expected to revive the generator market for local generators in 8000
’ 0,
FY24 since Turkey is a power shortage country. 6,000 15.0%
4000 10.0%
U Overall, the geothermal sector n Turkey is expected to experience a substantial 2'000 5.0%
. . ’ 3.2%
upturn, as incentives have been extended up to 15 years. Furthermore, there have X 9% 7 0.0%
been anticipated incentives for the waste to energy market, which is expected to FY19 FY20 FY21 FY22 FY23
witness an increase in the near term. W Revenue  ——% of total revenue
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Key Milestones

ANANDRATHI

INVESTMENT SERVICES

e Acquires technology from Toyo Denki Japan.

e Established Manufacturing facility in Bangalore.

e Achieved Leadership position in India.

e Develops Vertical Hydro Generators with VOITH, Germany. Signs Long Term Supply Agreement with INNIO for Gas Engine Generators. Listing of TDPS on

BSE & NSE.

e Signs License Agreement with Siemens to produce 2 pole Generators up to 250MVA.

e TDPS starts its operations in Europe & USA.

e Local production of Generators in Turkey.
¢ Signs Long Term agreement with Alstom to supply Stators and Rotors for Traction Motors.

¢ Increases footprint in the European and Turkish Market. Revival in the Domestic market with increased Brand recognition Globally.Delivered it’s 5000t

generator.

¢ Achieved Highest Revenue and PAT since inception.

v

E——
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Valuation & Outlook INVESTMENT SERVICES

U TD Power system’s Revenue/EBITDA increased by 17%/44% CAGR from

FY19 to FY23 on account of healthy product mix, operational efficiency and 1 year forward P/E
brand visibility. Over the years, company delivered healthy volume growth, 270 -
margin expansion with gradual reduction in debt. Therefore, this enabled
them to be a debt free entity and lower its working capital requirements in ijg _ /
FY23. o | /\\/ /’\/
U Despite Covid-19 pandemic and overseas headwinds, company has shown 70 DN acac ,\/\f

improvement in performance. EBITDA margin has increased from 7% to 2.0 : : : : : : : : : : : : :
15% from FY20 to FY23 which shows its resilience and competitive edge N &8 &8 R N & 8 8§ 8 XF X AF XA
over its peer group. In FY23, company turned out to be a net cash company, ‘g § § g g E § g g § §' g ‘;’ _S
Going ahead, company plans to make surplus investment towards

—1Yr Fwd PE(x) ——-SD 6x ——Avg 12x +SD 17x

automation, productivity improvements, and software for the design
department. Also, company is planning to set up new plant in near future.

L We believe that TDPS’s Revenue/EBITDA/PAT is expected to grow at a CAGR
of 20%/28%/26% respectively over FY23-25E. On valuation front, At CMP,
the stock is trading at 40x FY23 EPS. We initiate the coverage with a “BUY”
rating on this stock by assigning 31.4x of FY25E earnings with a target price
of Rs312.

13
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Strong and Experienced Management NS MR R B

Name Designation Details

With over 3 decades of work experience in the business of manufacturing electrical
rotating machines, he spearheads universal best manufacturing practices in the
company. He is responsible for overall management of the company’s operations,
strategic planning, technology alliances and sales and marketing.

Mr. Nikhil Kumar MD and Chairman

Chief Financial She has a professional qualification in Cost & Works accounting (ICWA) & overall 28

Ms. Varalakshmi . . i - . . . .
> varajakshmi Officer years of rich experience in Finance function of Engineering-manufacturing company.

With 30 years of experience in Mechanical Engineer and an MBA, joined TDPS
Chief Operating leadership team as a Senior Engineer in 2001. He has extensive exposure and
Officer knowledge of the complete value chain in Generator manufacturing, facility-creation,
automation and an expert solution-provider on operational issues.

Mr. Ramakrishna Varna

With a Master’s degree in Engineering & 33 years of experience, 8 of which in TDPS,
heads the Engineering function. Has a rich, varied, hands-on and leadership experience
in Design, Analytics, Quality & Manufacturing aspects of LV, HV Motors & Generators
across entire range of ratings, speeds, constructions and application.

Mr. Vishwanath Hangari  Head, Engineering

He is an Associate Member of the Institute of Company Secretaries of India and Law
Company graduate from Karnataka State Law University, Bangalore. He has been working with
Secretary the Company as deputy to the outgoing CS and experience in handling the Company
Secretarial matters, SEBI Compliances and RBI related matter.

Mr.Bharat Rajwani

14 Anand Rathi Research
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Key Risks

L Captive and co-generation power producers in the industrial sector are key markets for generators. Any adverse government policy or economic climate
which affects the investment activity in the industrial sector can dampen growth prospects.
U TDPS primarily supplies generators to global OEMs. Therefore, any break-down in relationship with key global OEMs can affect generator off-take which

can result in lower revenue.

(]

Sharp rise in commodity prices i.e steel and copper are major raw materials which will affect operating margins.

U Volatility in foreign exchange rates can affect revenue growth.

= E——
15 Anand Rathi Research
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Consolidated Financials INVESTMENT SERVICES

(InXmn) FY-22 FY-23 FY-24E FY-25E (InX mn) FY-22 FY-23 FY-24E FY-25E
Net Sales 7,974 8,723 10,814 12,544 Liabilities
Operating Expense 7,005 7,421 9,086 10,425 Equity Share Capital 310 312 312 312
EBITDA 969 1,302 1,729 2,120 Reserves & Surplus 4,961 5,733 7,012 8,561
Other Income 167 198 216 251 Total Shareholder's Funds 5,272 6,045 7,325 8,873
Depreciation 220 207 220 282  Minority Interest - - - -
EBIT 916 1,293 1,725 2,088 Long-Term Liabilities - - - -
Interest 71 11 19 24  Other Long-term Liabilities 50 59 59 59
Exceptional expense/income 76 13 - - Deferred Tax Liability 79 31 31 31
PBT 921 1,295 1,706 2,064 Short-term Liabilities 3,666 2,896 3,591 4,165
Tax 214 327 426 516 Total 9,067 9,032 11,006 13,129
PAT 706 968 1,279 1,548 Assets
Net Fixed Assets 1,664 1,551 1,581 2,549
FY-22 FY-23 FY-24E FY-25E Long-Term L&A 174 84 84 84
199 199 199 199
Sales Growth % 34.3 9.4 24.0 16,0 Non Current Investments
Other Non-Current Assets 30 214 214 214
Operating Margin % 12.2 14.9 16.0 16.9
Current Asset 7,000 6,984 8,927 10,082
Net Margin % 8.9 11.1 11.8 12.3
Total 9,067 9,032 11,006 13,129
Source: Company, Anand Rathi Research
— A
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Rating & Target Price History

TDPOWERSYS rating history & price chart
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NOTE: Prices are as on 24 July 2023 close.

Source: Bloomberg, Anand Rathi Research
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TDPOWERSYS rating details

Date Rating Target Price (X) Share Price (X)
24-)July-23 BUY 312 253
AR
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Analyst Certification

U The views expressed in this Research Report accurately reflect the personal views of the analyst(s) about the subject securities or issuers and no part of the compensation of the research analyst(s) was, is, or
will be directly or indirectly related to the specific recommendations or views expressed by the research analyst(s) in this report. The research analysts are bound by stringent internal regulations and also
legal and statutory requirements of the Securities and Exchange Board of India (hereinafter “SEBI”) and the analysts’ compensation are completely delinked from all the other companies and/or entities of
Anand Rathi, and have no bearing whatsoever on any recommendation that they have given in the Research Report.

Ratings Methodology

U Analysts’ ratings and the corresponding expected returns take into account our definitions of Large Caps (>3300 Billion) and Mid/Small Caps (<X300 Billion) or SEBI definition vide its circular
SEBI/HO/IMD/DF3/CIR/P/2017 /114 dated 6th October 2017, whichever is higher and as described in the Ratings Table below:

Ratings Guide (12 months) | Buy | Hod | sel

Large Caps (>3300Bn.) 15% 5%-10% Below 5%
Mid/Small Caps (<300 Bn.) 20% 10%-15% Below 10%
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Research Disclaimer and Disclosure inter-alia as required under Securities and Exchange Board of India (Research Analysts) Regulations, 2014

Anand Rathi Share and Stock Brokers Ltd. (hereinafter refer as ARSSBL) (Research Entity, SEBI Regn No. INHO00000834, Date of Regn. 29/06/2015) is a subsidiary of the Anand Rathi Financial Services Ltd.
ARSSBL is a corporate trading and clearing member of Bombay Stock Exchange Ltd, National Stock Exchange of India Ltd. (NSEIL), Multi Stock Exchange of India Ltd (MCX-SX) and also depository participant
with National Securities Depository Ltd (NSDL) and Central Depository Services Ltd. ARSSBL is engaged into the business of Stock Broking, Depository Participant, Mutual Fund distributor.

The research analysts, strategists, or research associates principally responsible for the preparation of Anand Rathi Research have received compensation based upon various factors, including quality of
research, investor client feedback, stock picking, competitive factors, firm revenues.

General Disclaimer: - This Research Report (hereinafter called “Report”) is meant solely for use by the recipient and is not for circulation. This Report does not constitute a personal recommendation or take
into account the particular investment objectives, financial situations, or needs of individual clients. The recommendations, if any, made herein are expression of views and/or opinions and should not be deemed
or construed to be neither advice for the purpose of purchase or sale of any security, derivatives or any other security through ARSSBL nor any solicitation or offering of any investment /trading opportunity on
behalf of the issuer(s) of the respective security (ies) referred to herein. These information / opinions / views are not meant to serve as a professional investment guide for the readers.No action is solicited based
upon the information provided herein. Recipients of this Report should rely on information/data arising out of their own investigations. Readers are advised to seek independent professional advice and arrive at
an informed trading/investment decision before executing any trades or making any investments. This Report has been prepared on the basis of publicly available information, internally developed data and
other sources believed by ARSSBL to be reliable. ARSSBL or its directors, employees, affiliates or representatives do not assume any responsibility for, or warrant the accuracy, completeness, adequacy and
reliability of such information / opinions / views. While due care has been taken to ensure that the disclosures and opinions given are fair and reasonable, none of the directors, employees, affiliates or
representatives of ARSSBL shall be liable for any direct, indirect, special, incidental, consequential, punitive or exemplary damages, including lost profits arising in any way whatsoever from the information /
opinions / views contained in this Report. The price and value of the investments referred to in this Report and the income from them may go down as well as up, and investors may realize losses on any
investments. Past performance is not a guide for future performance. ARSSBL does not provide tax advice to its clients, and all investors are strongly advised to consult with their tax advisers regarding taxation
aspects of any potential investment.

Continued...
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Disclaimer: INVESTMENT SERVICES

Contd...

Opinions expressed are our current opinions as of the date appearing on this Research only. We do not undertake to advise you as to any change of our views expressed in this Report. Research Report may differ
between ARSSBL’s RAs and/ or ARSSBL’s associate companies on account of differences in research methodology, personal judgment and difference in time horizons for which recommendations are made. User
should keep this risk in mind and not hold ARSSBL, its employees and associates responsible for any losses, damages of any type whatsoever.

ARSSBL and its associates or employees may; (a) from time to time, have long or short positions in, and buy or sell the investments in/ security of company (ies) mentioned herein or (b) be engaged in any other
transaction involving such investments/ securities of company (ies) discussed herein or act as advisor or lender / borrower to such company (ies) these and other activities of ARSSBL and its associates or
employees may not be construed as potential conflict of interest with respect to any recommendation and related information and opinions. Without limiting any of the foregoing, in no event shall ARSSBL and its
associates or employees or any third party involved in, or related to computing or compiling the information have any liability for any damages of any kind.

Details of Associates of ARSSBL and Brief History of Disciplinary action by regulatory authorities & its associates are available on our website i. e. www.rathi.com

Disclaimers in respect of jurisdiction: This report is not directed to, 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 or regulation or which would subject ARSSBL to any registration or licensing requirement within such jurisdiction(s).
No action has been or will be taken by ARSSBL in any jurisdiction (other than India), where any action for such purpose(s) is required. Accordingly, this Report shall not be possessed, circulated and/or
distributed in any such country or jurisdiction unless such action is in compliance with all applicable laws and regulations of such country or jurisdiction. ARSSBL requires such recipient to inform himself about
and to observe any restrictions at his own expense, without any liability to ARSSBL. Any dispute arising out of this Report shall be subject to the exclusive jurisdiction of the Courts in India.

Copyright: - This report is strictly confidential and is being furnished to you solely for your information. All material presented in this report, unless specifically indicated otherwise, is under copyright to
ARSSBL. None of the material, its content, or any copy of such material or content, may be altered in any way, transmitted, copied or reproduced (in whole or in part) or redistributed in any form to any other
party, without the prior express written permission of ARSSBL. All trademarks, service marks and logos used in this report are trademarks or service marks or registered trademarks or service marks of ARSSBL
or its affiliates, unless specifically mentioned otherwise.

Contd...
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Statements on ownership and material conflicts of interest, compensation - ARSSBL and Associates
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Sr.
No.

Statement

Answers to the Best of the knowledge

and belief of th

e ARSSBL/ its

Associates/ Research Analyst who is
preparing this report

10

ARSSBL/its Associates/ Research Analyst/ his Relative have any financial interest in the subject company? Nature of Interest (if
applicable), is given against the company’s name?.

ARSSBL/its Associates/ Research Analyst/ his Relative have actual/beneficial ownership of one per cent or more securities of the
subject company, at the end of the month immediately preceding the date of publication of the research report or date of the public
appearance?.

ARSSBL/its Associates/ Research Analyst/ his Relative have any other material conflict of interest at the time of publication of the
research report or at the time of public appearance?.

ARSSBL/its Associates/ Research Analyst/ his Relative have received any compensation from the subject company in the past twelve
months.
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