
Kirloskar Electric Company Ltd — Sep 2024 Quarterly Analysis

1. VERDICT & BUSINESS QUALITY SNAPSHOT

The punchline. Read this first — it frames everything below.

Result: Inline / Turnaround Progress One-line: Kirloskar Electric is successfully transitioning from a distressed

legacy entity to a leaner, growth-oriented player by focusing on high-margin sectors (EV, Nuclear, Water) and

aggressive deleveraging.

Dimension This Quarter Signal / Evidence Sentiment

Beat/Miss vs

Guidance

Inline / Strong

Recovery

Stock price recovery from ₹20 to ₹200 range cited by shareholders

as evidence of turnaround success.
🟢

Earnings Quality
Low (Asset Sale

Driven)

Gains from "pairing off" non-core assets (Unit 15, Hubli property)

supporting the balance sheet cleanup.
🟡

Guidance Confidence Neutral
Target of ₹1,000 Cr revenue in 3 years is ambitious; requires

consistent 25%+ CAGR from current levels.
🟡

Management

Credibility
Neutral

Mixed signals; strong legacy brand but shareholders complained

about CS reachability and lack of dividends.
🟡

Business Quality

Signal
Improving

Pivot to Permanent Magnet Motors (EV) and specialized

transformers (Nuclear) improves the product mix.
🟢

Key Q&A Exchange
Q#4 + Topic: EV

Traction

Management confirmed ₹30-40 Cr revenue from EV motors with

NDAs signed for new OEM partnerships.
🟢

The Street's Primary

Anxiety

Deleveraging &

Dividends

Shareholders pressed on when dividends would resume; mgmt

tied it strictly to loan repayment.
🔴

Capital Cycle Stage Consolidation
Exiting non-core units (Unit 15) and monetizing land to pay down

high-cost debt (13-14%).
🟡

Margin Trajectory Improving
Cost optimization via alternative manufacturing methods replacing

older, high-cost factory models.
🟢

Pricing Power Stable
Dominant position in specialized segments like Sugar (Karnataka

#1) and Steel.
🟢

FCF Conversion &

Quality
Distorted

Cash flows are being prioritized for debt reduction; high interest

costs (14%) remain a significant drag.
🔴

Competitive Moat

Signals
Stable

78-year-old brand "Kirloskar" provides high acceptance in PSU/

EPC tenders (NPCIL, Jal Jeevan).
🟢

Balance Sheet

Strength

Stressed but

Improving

Debt is being reduced, but interest rates of 13-14% indicate the

company is still in a high-risk credit bracket.
🟡

Working Capital

Efficiency
Deteriorating

Negative working capital mentioned by shareholders; potential

payment cycle risks in State EPC (Jal Jeevan) projects.
🔴

Mgmt Guidance

Track Record
First entry Initial baseline for tracking the ₹1,000 Cr revenue roadmap. 🟡

Key Vulnerability Interest Cost
13-14% interest rate on borrowings eats significantly into operating

profits during the turnaround.
🔴

Management Tone
Confident &

Defensive

Confident on technology/brand; defensive on specific customer

disclosures and dividend timelines.
🟡



Key Takeaways * Positives: The company has found a high-growth niche in the EV mobility sector (supplying

Tata Ace) and the Jal Jeevan Mission (transformers). Strategic deleveraging via non-core asset sales is working,

reflected in the 10x stock price appreciation over 24 months. * Negatives: Interest costs at 13-14% are

predatory for a capital goods firm, indicating limited access to prime bank lending. The lack of dividends and

complaints regarding investor relations (CS reachability) suggest governance/communication gaps. * The

Street’s Concern: Investors are wary of the "State EPC" exposure in the transformer segment, fearing long-

dated receivables and milestone billing delays common in government water projects. Management responded

that they manage this through "reputed EPCs" like L&T rather than direct state exposure. * Forward

Watchpoint: Monitor the transition to Permanent Magnet Motors in the EV segment; this is the key to

maintaining the Tata Motors relationship and expanding the 4-wheeler client base.

2. BUSINESS PERFORMANCE

2A. KEY METRICS

DATA SOURCE: PPT not available — numbers from concall.

Metric Current Qtr/FY
YoY

Change

QoQ

Change
Trend Mgmt Commentary

Revenue

Target
₹1,000 Cr First entry First entry → 3-year target for top-line scale-up.

EV Motor

Revenue
₹30 - 40 Cr First entry First entry ↑

Volume driven by Tata Motors (Tata ACE); seeing

"all-time high" interest.

Interest Cost

(%)
13% - 14% First entry First entry ↓

High cost due to legacy credit profile; target is to

bring this down as debt is paid.

Employee

Count
2,500 ↓ 37.5% First entry ↑

Reduced from 4,000 historically; salaries rising

due to new labor negotiations.

Growth

Guidance
20% - 25% First entry First entry ↑

Ambitious target for the current year based on

order book pull.

Capacity

Utilization

"Drastic

improvement"
First entry First entry ↑

Driven by large transformer orders for Jal Jeevan

Mission.

Debt Status "Decreased" First entry First entry ↑
Management focused on paying off loans to

resume dividends.

Unit 15 Status Discontinued N/A N/A ↓
Operations moved to more cost-competitive

alternative methods.

2B. SEGMENT BREAKDOWN

Segment
Revenue (₹

Cr)
Growth Margin Trend

vs Co.

Avg
Key Development

Transformers
Not in

document
High

Not

stated
↑ Above

Executing large orders for Jal Jeevan Mission via

EPCs like L&T Chennai.

E-Mobility ₹30 - 40 Cr High
Not

stated
↑

High

Growth

Transitioning from elementary motors to

Permanent Magnet Motors for 4-wheelers.

Motors
Not in

document
Stable High → Core

Dominant #1 market share in Karnataka Sugar

industry; strong in Steel.

Power Gen
Not in

document
Stable

Not

stated
→ In-line

Focus on Nuclear (NPCIL) 220MW projects;

specialized radiation-zone motors.



3. MANAGEMENT OUTLOOK & EXECUTION TRACKER

Dimension Category
Management Target /

Claim

Required Run-Rate /

Feasibility

Historical

Delivery
Risk Flag

Guidance Revenue
Reach ₹1,000 Cr in 2-3

years.

Needs ~35% CAGR if current

revenue is ~₹400-500Cr

(implied).

First entry
High: Sector

CAGR is lower.

Guidance Debt
Pay off all loans to resume

dividends.

Depends on speed of non-core

land monetization (31 acres

pending).

First entry
Interest drag is

high.

Strategy E-Mobility

20-25% of Indian road

vehicles to be EV in 3-4

years.

KEC aiming to maintain lead in

small commercial EV motors.
First entry

Competition

from MNCs.

Strategy
Capex/

Asset

Pairing off Unit 15 and

monetizing Hubli/

Gudimangalam.

Successfully exited Unit 15

manufacturing while retaining

product line.

Delivered Low.

Macro Industry
Union Budget focus on

Capex and Road building.

Expects "good amount of

market share" for transformers

in infrastructure.

First entry
Execution

delays.



4. ANALYST Q&A



Q# Relevance
Analyst /

Firm

Theme

Cluster
Category

Underlying

Concern

Management

Response &

Investment

Implication

Evaded /

Not

Addressed

Credibility Verdict

1 4.0

Reddeppa

Gundluru

(SH)

Dividends Financials

"Is there any

specific

reason for

this, you're not

maintaining

dividend

tracks?"

Management

committed to

resuming

dividends only

after existing

loans are fully

repaid. This

suggests an

equity

overhang until

the balance

sheet is net-

cash, making

the 31-acre

land sale

timing critical.

Exact

timeline for

debt-free

status.

3.0
Vague but

committed

4 5.0
Rohit Ohri

(SH)

Growth &

EV

Management

Outlook

"Are you

looking at

volume growth

or value

growth... did

you mention

permanent

magnet

motors for

EV?"

Management

confirmed a

pivot toward

"Permanent

Magnet

Motors" for the

EV segment to

capture higher

value-add in a

market

expected to hit

20-25%

penetration.

This shift is

essential to

prevent margin

erosion as

standard EV

motor

competition

intensifies.

Specific

order book

value in

Crores.

4.0

Directional

with

evidence

4a 3.5
Rohit Ohri

(SH)

Asset

Monetization

Capex and

Allocation

"Are you

looking at

pairing of

some more

assets... so

that the ROC

of the

company

moves north?"

Management

confirmed the

discontinuation

of Unit 15 was

a strategic

move to find

"cost-

competitive

manufacturing

alternatives."

This asset-

light approach

is intended to

improve

ROCE by

Blended

capacity

utilization %

across 6

units.

3.0 Vague



Q# Relevance
Analyst /

Firm

Theme

Cluster
Category

Underlying

Concern

Management

Response &

Investment

Implication

Evaded /

Not

Addressed

Credibility Verdict

removing high-

legacy-cost

manufacturing

overheads.

7 4.5
Tarun

Gupta (SH)

Receivables

Risk
Financials

"How are we

ensuring that

project-based

business does

not have

delayed

billings [in Jal

Jeevan]?"

Management

clarified they

operate

through

"reputed

EPCs" like

Larsen &

Toubro rather

than direct

government

contracts to

mitigate

payment risk.

This lowers

the risk of

working capital

blowouts

common in

direct state-

level utility

projects.

Specific

cash

conversion

cycle days.

3.5 Directional

7a 4.0
Tarun

Gupta (SH)

Nuclear

Opportunity

Business

Overview

"How are we

kind of

competitively

placed with

[Kirloskar

Brothers] on

the nuclear

power

space?"

Management

stated they are

a "leading

approved

manufacturer"

for NPCIL

across both

radiation and

non-radiation

zones. This

segment offers

high barriers to

entry and

provides a

defensive

moat against

smaller

electrical

equipment

players.

Market

share % in

nuclear vs

peers.

4.0 Specific

9 4.0
Hitesh K

(SH)

Land

Monetization

Capex and

Allocation

"There is also

a 31 acres of

land parcel...

when can we

expect this

monetization?"

Management

acknowledged

the land

monetization

goal but did

not provide a

Expected

quantum of

monetization

in ₹ Crore.

2.0 Deflected



Q# Relevance
Analyst /

Firm

Theme

Cluster
Category

Underlying

Concern

Management

Response &

Investment

Implication

Evaded /

Not

Addressed

Credibility Verdict

specific

quarter for

completion.

Successful

execution is

the primary

catalyst for the

"Zero Debt"

thesis.

10 3.5
Aditya

Khandelwal
EV Segment Financials

"How much of

our revenue

comes from

the sale of EV

Motors? And

is this

business

profitable?"

Management

quantified EV

motor revenue

at ₹30-40 Cr

and indicated

that interest in

their products

is at an "all-

time high."

While

profitability

wasn't split

out, the focus

on "bottom line

growth"

suggests this

segment is no

longer in a

gestation loss

phase.

Profitability

margin for

EV

segment.

3.0 Vague

PATTERN FLAGS & SENTIMENT * The "Dividend-Debt" Paradox: Shareholders are vocal about the 75-year

legacy and lack of rewards (dividends), while management is laser-focused on survival-linked deleveraging.

Management posture was firm: debt repayment comes first. This tension will remain until the 31-acre land

monetization is finalized. * Asset-Light Transition: Multiple questions about Unit 15 and factory consolidation

suggest a deliberate move toward "alternate manufacturing" (outsourcing or leaner setups). This is a strategic

shift for KEC, moving away from owning massive, labor-intensive legacy plants. * EV Skepticism vs. Hope:

Analysts and shareholders are hunting for "the next Tata Motors." Management's defensive use of NDAs

suggests they are in trials with other OEMs but cannot yet claim a diversified client base in the EV space.

Analyst/Shareholder Sentiment Verdict: The sentiment is Cautiously Optimistic. Shareholders are "thrilled"

by the 10x stock price recovery but "skeptical" about governance (Company Secretary accessibility) and the lack

of cash payouts. The most significant friction point is the high interest cost (13-14%), which remains a red flag

for the company's credit standing despite the operational turnaround.

GUIDANCE GAPS REVEALED IN Q&A | Topic | What Mgmt Claimed (Opening) | What Q&A Revealed | Gap /

Walk-back | Risk to Thesis | | :--- | :--- | :--- | :--- | :--- | | Factory Ops | "Improved capacity utilization" | Unit 15 was

"discontinued" | Utilization growth is on a smaller base of active factories. | Overstated operational scale. | |

Customer Base | "Strong presence with OEMs" | Reliance on Tata ACE for EV | Client concentration remains

high in the EV segment. | High OEM-specific risk. |



5. WHAT CHANGED vs PRIOR QUARTER

First entry — no prior quarter to compare.

What Changed Prior Quarter This Quarter Direction

EV Product Strategy Not in document Shift to Permanent Magnet Motors ↑

Operational Footprint Not in document Discontinuation of Unit 15 ↓

Board Composition Not in document Induction of Rukmini Kirloskar (Next Gen) ↑

Debt Cost Signal Not in document Explicit mention of 13-14% interest ↓

INVESTOR NOTES: * Forensic Trigger: Resolutions for "Revision in remuneration" for Chairman, MD, and

CFO were passed. Given the lack of dividends and high interest costs, investors should monitor if KMP pay

increases are decoupled from the deleveraging timeline. * CFO Quality: The "Negative Working Capital"

mention by a shareholder suggests KEC is stretching its own suppliers to manage the high interest burden. This

is a sustainability risk if revenue growth (target 25%) accelerates. * Monetization Catalyst: The 31-acre land

parcel is the "one thing" to track. Its sale is the only path to the "Zero Debt" goal management has tied to

dividend resumption.

STOP HERE.
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