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KNR Constructions Q1FY21 

Financial Results & Highlights  

Introduction: 

KNR Constructions is engaged in the business of infrastructure sector, primarily in the construction of 

roads, bridges, flyovers and irrigation projects. 

Standalone Financials (In Crs) 

  Q1FY21 Q1FY20 YoY % Q4FY20 QoQ % 

Sales 485 481 0.83% 683 -28.99% 

PBT 57 59 -3.39% 86 -33.72% 

PAT 40 48 -16.67% 67 -40.30% 

Consolidated Financials (In Crs) 

  Q1FY21 Q1FY20 YoY % Q4FY20 QoQ % 

Sales 530 549 -3.46% 741 -28.48% 

PBT 59 56 5.36% 93 -36.56% 

PAT 42 45 -6.67% 75 -44.00% 

 

Detailed Results: 

1. The consolidated revenues for Q1 were down 3.5% YoY. 

2. Consolidated PAT saw a decline of 6.7% YoY. 

3. EBITDA for Q1 rose 12% YoY. 

4. The consolidated EBITDA margin improved 310 bps YoY to 24.9% in Q1. 

5. BOT toll operations were suspended from 1st April 2020 to 19th April 2020 which resulted in a Toll 

revenue loss of 19 days in Q1FY21. 

6. The company has not opted for any form of the moratorium and continues to meet all of its debt 

obligations in time. 

7. The EPC order book as of 30th June ’20 is Rs 7208.9 Cr out of which 31% are captive HAM projects 

and 54% are irrigation projects. 

8. The top 5 road projects are of Rs 2498.3 Cr while other projects consist of Rs 84074 Cr. Irrigation 

projects form Rs 3869.9 Cr of the order book. The company has an additional Rs 640 Cr worth 

HAM project which has not been included in the order book. 

9. The order book distribution is:  

1. Arunachal Pradesh: Rs 82.2 Cr 

2. AP & Telangana: Rs 5255.9 Cr 

3. Karnataka: Rs 1210 Cr 

4. Kerala: Rs 9.6 Cr 

5. Tamil Nadu: Rs 651 Cr 

10. The net-working capital days have risen to 66 days in Q1. 
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Investor Conference Call Highlights:  

 

1. Till July, NHAI has awarded a project of about 460 km against the annual target of 4,500 km for FY 

’21 vis-à-vis a target of 3,211 km in financial year ’20. 

2. Construction across national highways has rebounded to 637 km in May from just 210 km in April. 

3. The construction industry is expected to see a 10-13% decline in highway construction this year. 

4. Toll collections have reached 73% of pre-COVID levels according to an industry report by CRISIL. 

5. Of the company’s 5 HAM projects, 4 have started construction and the progress in them is:  

1. Chittor to Mallavaram: 6% 

2. Ramsanpalle to Mangloor: 5% 

3. Trichy to Kallagam: 43% 

4. Magadi to Somwarpeth: 3% 

6. The company expects to receive the appointed date for Palani by the first week of September. 

7. The total equity requirement for all the 5 HAM projects is INR 624.28 crores of which we have 

already invested INR 223.49 crores as on June 30, 2020. The balance equity will be invested over 

a period of 3 years with an investment of INR 250 crores in balance at the end of FY ’21, INR 110 

crores in FY ’22, and remaining INR 40.79 crores in FY ’23. 

8. The deal to divest 3 HAM projects, Trichy to Kallagam, Chittor to Mallavaram, and Ramsanpalle to 

Mangloor is on track. The discussion with Cube for sale of 100% stake in KNR Walayar Tollways 

Pvt. Ltd. for an enterprise value of INR 529 crores is in the final discussions of negotiations and the 

transaction is expected to be closed in the next 2 months. 

9. The company is targeting a further order inflow of around Rs 2,000 Cr this financial year. 

10. The management assures that 80-85% of manpower requirements will be met in all projects and 

around 80% efficiency should come back by Q3. 

11. Essentially, the company only uses migrant labour to cover for 35-40% of requirements, and the 

rest is met using local operators and the workforce. 

12. The land acquisition in the Palani project is at 72% as of 15th August 2020. The management to 

reach 80% by the end of August. 

13. Irrigation projects are expected to yield EBITDA margins of 18-20% normally. Right now due to 

delay in payments it is coming out to be 16-17%. 

14. The company does not have any plans for incremental capex for FY21. 

15. The company has receivables of Rs 540 Cr pending from Telangana Govt at present. It expects this 

payment to be completed within the next 2 weeks. 

16. The company has applied for 7 tenders orders already and plans to submit another 10 more bids 

in September. Most of these projects are above Rs 1000 Cr and 3-4 of them are of Rs 500-600 Cr 

in size. 

17. The competition in tender bidding for NHAI projects has intensified with a few new entrants in the 

mix. 

18. The company has received mobilization advance of Rs 102 Cr and retention money receivables are 

at Rs 163 Cr. Gross debt is at Rs 334 Cr. Consolidated debt is at Rs 1048 Cr. 

19. The management does not expect any delay in payments from NHAI. 

20. The new orders added in Q1 were the 2 new irrigation projects of Rs 2300 Cr. 

21. The management expects the company to be able to achieve revenues of Rs 2250 Cr in FY21 and 

an additional Rs 200-300 Cr can be added depending on how execution on the irrigation projects 

goes. 
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22. The management cannot guarantee that margins will stay at current levels as key input prices like 

cement and diesel are on the rise. 

23. The company is operating at 90% efficiency in day shift and is not operating at night shift. Overall 

work efficiency is at 70% at present in irrigation projects. In highway projects, efficiency is at 60%. 

24. The dent went up in Q1 due to a delay in payments. As the payments come back debt will be 

reduced to previous levels. 

25. The management believes that there may not be enough projects available in the future in the 

company’s core area of highways and so it is good to go into other project areas and develop 

competence. 

26. The rise in WC days was mainly due to COVID-19. The management doesn’t see any further rise in 

WC going forward for the next 1-2 years. 

27. There is an upcoming augmentation issue in Muzaffarpur-Barauni which will come up in the next 

3-5 years. This is what is keeping the buyer away as it is making previous valuations uncertain. 

28. The order backlog in irrigation projects is KP Sagar at Rs 84 Cr, Yedula at Rs 12 Cr, Mallana Sagar 

at Rs 518 Cr, Vattem at Rs 847 Cr. The new projects have added Rs 1600 Cr and Rs 695 Cr. 

29. Unbilled revenue from Telangana is Rs 440 Cr and the company also has additional work done but 

not certified of Rs 180 Cr. 

30. The management has stated that it doesn’t expect debt to rise as the company is expecting inflows 

from the Telangana payment and the sale to Cube Highways. 

31. The company will see higher levels of depreciation due to the addition of big irrigation projects. 

The Net Block is at Rs 75 Cr while the gross block in Q1 was at Rs 300 Cr. The depreciation is 

expected to rise to Rs 150-160 Cr in FY21. 

32. Irrigation revenue in Q1 was at Rs 108 Cr. 

33. The company may have to do a maximum capex of Rs 100-120 CR to purchase some cranes for 

additional projects if the need arises. 

34. Of the Rs 475 Cr of debtors at the end of Q1, Rs 127 Cr is from irrigation and the balance is from 

road projects. Out of the remaining Rs 348 Cr, Rs 20 Cr is from Tirumala and another SPV. Of the 

Rs 348 CR, the company has already received Rs 180 Cr in July. 

35. The main areas for negotiation for the Cube deal were the high rise in project insurance and 

revenue shortage during the COVID period and lockdown periods. 

36. The company has stayed away from expressways tenders in the past but it will be interested in 

bidding for them in the future in MP, Maharashtra, and other states. 

37. The only major capex to be done this year is for a pump house in an irrigation project. The project 

designs are yet to be approved. 

38. The management remains confident that the NHAI will be able to meet its target of tendering of 

4500 km in FY21 based on the rapid pace it is setting on land acquisition. 

  

Analyst’s View: 

KNR has been one of the top performers in the construction industry. Despite the industry headwinds 

and the general plight of the companies in this sector due to delay in payments from NHAI, KNR has 

been able to continue to improve its margins substantially. The company has been able to weather 

the severe issues regarding land acquisition and labour crisis which it met earlier this year. The 

management expects labour to start coming back after monsoons but it remains to be seen whether 

the company to get back to normal operating levels at its prescribed time. The company has done well 

to win crucial irrigation projects in Q1 and reduce dependence on highway projects. It remains to be 
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seen how the industry will fare going forward and how long will it take for the Govt’s push in 

infrastructure to gain proper momentum. Nonetheless, given its strong balance sheet, good 

operational history, and resilient order book, KNR Constructions remains a pivotal construction sector 

stock to watch out for. 

 

If you found this report useful and would like to receive more such investing insights, you can subscribe 

to our updates.  
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