NESCO Ltd — FY 2025 Annual Report Analysis

Annual Report Analysis (Consolidated)

Source: CRORES. All figures  Crores. Pipeline: v5-Gemini — Wila - W3 - W1b+W2+WZ2F (parallel, notes-
injected) - Merge.

Investor Snapshot

# Analytical Point Sentiment

Nesco operates a high-moat, location-centric business model in Goregaon, currently transitioning

OPositive
from a passive "landlord" to an active "hospitality operator" via a 5.01 million sq. ft. expansion.
Revenue grew 7.94% YoY to (732 Cr, underpinned by the Realty segment which reached 100% OPositive
occupancy in Towers 3 and 4, now contributing 50% of total top-line.
Operating margins compressed to 60% due to a 131% surge in event-related expenses and [19 Cr in ONeutral
eutral
exceptional items, despite the high-margin nature of the rental business.
The company maintains a fortress-like balance sheet with zero debt (0.00x D/E) and a massive [1,135 OPositive
Cr liquid "war chest" to self-fund its transformative growth phase.
Free Cash Flow turned sharply negative to - 435 Cr as the company entered a massive 784 Cr capex ONegative
ivi
cycle, with operating cash flow covering only 44% of capital outlays. ¢
Capital allocation efficiency is under scrutiny as 81.50 Cr of Capital Work-in-Progress (CWIP) has ONegati
egative
remained stagnant for over three years, signaling persistent regulatory or execution friction. e
Asset quality is significantly undervalued on the books, with the fair value of investment properties OPositive
disclosed at [B,634 Cr, approximately 6x the carrying book value.
Earnings quality remains high with a 0-day cash conversion cycle and trade receivables at only 2.14% OPositive
itiv
of revenue, though treasury income remains a significant PBT contributor.
Governance remains a primary concern following a 5 Lakh SEBI penalty for director tenure ONegative
violations and a 67.85 Lakh MPCB fine for environmental non-compliance. d
Promoter compensation is disproportionately high, with the CMD’s remuneration of 23.84 Cr ONegative
representing 6.35% of PAT and 71% of the company's total employee benefit expenses. ¢
The outlook is tied to the successful execution of the 904-key hotel and Tower 2, which provides a visible ONeutral
eutral
path to doubling the asset base and rental income floor.
Investment View: ACCUMULATE; the receipt of Tower 2 IOD is a major catalyst, but investors must OPositive

monitor the capitalization rate of aged CWIP and further regulatory lapses.

1. BUSINESS OVERVIEW (In Bullet Points)

* Business Segments: Operates across four primary verticals: Nesco Realty (IT Park leasing), Bombay
Exhibition Center (BEC), Nesco Events & Foods (Hospitality), and Nesco Indabrator (Engineering/
Manufacturing).

* Revenue Drivers: Primarily driven by the Realty segment (50.02% of turnover), which benefits from 100%

occupancy in Towers 3 and 4. BEC (27.36% of revenue) and Hospitality (15.73%) serve as secondary
drivers.



« Cost Drivers: Major costs include Employee Benefits (dominated by KMP pay), Power & Fuel, Repairs and
Maintenance, and a recent 131% surge in Event Expenses.

« Industry Position: Dominant player in the Mumbai exhibition market with BEC; transitioning from a "passive
landlord" to an "active operator" with a massive hospitality pivot.

* Expansion Plans: Commencement of Tower 2, a 5.01 million sq. ft. development featuring 1.65 million sq. ft.
of IT space and a 904-key hospitality component (732 hotel rooms + 172 serviced apartments).

» Acquisitions & New Ventures: Launched Nesco Retail Private Limited (Wayside Amenities) to explore
service-led ecosystems along highways and transit hubs.

» Capacity Additions: Recently inaugurated Hall 6 (13,400 sq. mtr.), bringing total air-conditioned exhibition
space to 70,000 sqg. mtr.

» Geographical Presence: Highly concentrated on the Goregaon (Mumbai) campus, with minor engineering
operations in Karamsad, Gujarat.

2. MANAGEMENT COMMENTARY & OUTLOOK

* The strategic focus has shifted from "recovery" to "aggressive expansion," marked by the receipt of the
Intimation of Disapproval (IOD) for Tower 2, signaling the start of a multi-year capex cycle.

» Management aims to build "India’s largest hotel development by room inventory" to transform the Goregaon
campus into a comprehensive hospitality and business destination.

» Growth guidance is centered on the Realty segment, which hit 100% occupancy in existing towers,
necessitating the Tower 2 expansion to sustain long-term momentum.

» The demand environment for exhibitions remains robust, with BEC hosting 100+ events; management is
countering competition from Jio World Convention Centre by offering 100% green energy to global MNC
exhibitors.

 Succession planning is underway with the onboarding of senior leadership to manage the increased
complexity of the hospitality and retail forays.

« Capital allocation remains conservative; despite the massive capex, the company intends to remain debt-free
by funding construction entirely through internal accruals and liquidating its investment "war chest."

» The long-term vision involves diversifying revenue streams through "Wayside Amenities" and capturing a
higher share of the "visitor wallet" via integrated food and event services.

* Management Tone: The tone is confident and expansionary, backed by a "Grade A" asset base and zero
debt. However, a persistent "promoter-first" approach to compensation and recent regulatory penalties (SEBI/
MPCB) suggest a tone that is operationally aggressive but governance-conservative. (Neutral to Positive)

3. FINANCIAL ANALYSIS

3.1 Financial Statements

Source: Screener.in — all monetary values in  Crores. Use these numbers directly.



P&L Statement ((JCrores)

Line Item Mar 2025 Mar 2024
Sales - 732.00 678.00
Sales Growth % 7.94 24.21
Expenses - 294.00 252.00
Material Cost % - 9.35 8.76
Raw material cost 65.00 62.00
Change in inventory 3.00 -3.00
Manufacturing Cost % 11.73 11.18
Employee Cost % 7.69 7.26
Other Cost % 11.42 9.94
Operating Profit 438.00 426.00
OPM % 60.00 63.00
Other Income - 114.00 105.00
Exceptional items -19.00 -2.00
Other income normal 133.00 107.00
Interest 12.00 14.00
Depreciation 50.00 54.00
Profit before tax 489.00 463.00
Tax % 23.00 22.00
Net Profit - 375.00 363.00
Exceptional items AT -14.00 -1.00
Profit excl Excep 390.00 364.00
Profit for PE 390.00 364.00
Profit for EPS 375.00 363.00
Profit Growth % 7.00 19.00
EPSinRs 53.25 51.49

Dividend Payout % 12.00 12.00



Balance Sheet ((ICrores)

Line Item Mar 2025 Mar 2024
Equity Capital 14.00 14.00
Reserves 2,615.00 2,282.00
Borrowings - 1.00 0.00
Lease Liabilities 1.00 0.00
Other Borrowings 0.00 0.00
Other Liabilities - 385.00 354.00
Trade Payables 12.00 15.00
Advance from Customers 43.00 38.00
Other liability items 330.00 300.00
Total Liabilities 3,016.00 2,650.00
Fixed Assets - 916.00 757.00
Land 7.22 7.06
Building 284.44 121.96
Plant Machinery 64.89 47.98
Equipments 0.00 0.00
Furniture n fittings 57.61 28.36
Vehicles 2.58 2.39
Intangible Assets 0.00 0.00
Other fixed assets 742.85 743.43
Gross Block 1,159.59 951.18
Accumulated Depreciation 243.48 194.09
CWIP 753.00 162.00
Investments 1,135.00 1,494.00
Other Assets - 211.00 237.00
Inventories 10.00 14.00
Trade receivables - 16.00 12.00
Receivables over 6m 3.06 2.27
Receivables under 6m 13.85 11.45
Prov for Doubtful -1.24 -1.59
Cash Equivalents 19.00 28.00
Loans n Advances 11.00 8.00
Other asset items 155.00 175.00

Total Assets 3,016.00 2,650.00



Cash Flow Statement (CICrores)

Line Item

Cash from Operating Activity -
Profit from operations
Receivables

Inventory

Payables

Other WC items

Working capital changes
Direct taxes

Other operating items

Cash from Investing Activity -
Fixed assets purchased
Fixed assets sold
Investments purchased
Investments sold

Investment income

Interest received

Dividends received

Other investing items

Cash from Financing Activity -
Proceeds from borrowings
Interest paid fin

Dividends paid

Financial liabilities

Other financing items

Net Cash Flow

Free Cash Flow

CFO/OP

Mar 2025

349.00

433.00

-4.00

3.00

0.00

35.00

34.00

-119.00

0.00

-315.00

-784.00

0.00

-372.00

746.00

0.00

95.00

0.00

0.00

-42.00

0.71

-0.86

-42.28

0.00

0.00

-8.00

-435.00

107.00

Mar 2024

377.00

435.00

11.00

-2.00

1.00

34.00

45.00

-103.00

0.00

-334.00

-105.00

0.00

-463.00

166.00

0.00

67.00

0.00

0.00

-33.00

0.00

-0.67

-31.71

-0.15

0.00

10.00

272.00

113.00



Key Ratios ([JCrores)

Line Item Mar 2025 Mar 2024
Debtor Days 8.00 7.00
Inventory Days 56.00 83.00
Days Payable 63.00 93.00
Cash Conversion Cycle 0.00 -4.00
Working Capital Days -23.00 -21.00
ROCE % 21.00 22.00

3.2 Financial Analysis Summary

* Revenue grew by 7.94% to [732.00 Cr, primarily driven by the Realty segment which now contributes
50.02% of total turnover ([B66.17 Cr) and grew 15.03% YoY, offsetting a 4.20% decline in the Bombay
Exhibition Center (BEC) segment.

* EBITDA (Operating Profit) stood at [(438.00 Cr, but OPM % contracted from 63.00% to 60.00% due to a
surge in Other Expenses, specifically a 131% increase in event expenses to [15.85 Cr and high
Commission to Directors of [22.40 Cr.

 Other Income of [114.00 Cr significantly bolsters Profit before tax, contributing 23.2% of earnings; this is
derived from a massive [1,135.00 Cr Investments portfolio in bonds and mutual funds which generated
[95.00 Cr in Interest received.

* Net Profit reached [B875.00 Cr despite [19.00 Cr in Exceptional items, with PAT Margin % remaining
robust at 51.23%, though slightly diluted from 53.54% in the previous year.

» Working Capital management remains a core strength with a Cash Conversion Cycle of 0 days, supported
by [184.88 Cr in interest-free security deposits from licensees which act as operational leverage.

» Trade Receivables are exceptionally low at [16.00 Cr (2.14% of Revenue), with 66% of dues being less
than 6 months old, reflecting a "cash-and-carry" model where credit risk is mitigated by security deposits.

* Fixed Assets and Gross Block saw significant expansion with [784.00 Cr in Capex, primarily directed
towards the IT Park Tower 2, causing CWIP to surge 364% to [753.00 Cr.

* CWIP ageing reveals a potential execution risk with [81.50 Cr of projects stalled for more than 3 years,
although the recent receipt of IOD from MCGM in March 2025 suggests a path toward capitalization.

* Free Cash Flow turned sharply negative at -[435.00 Cr from a positive [272.00 Cr, as CFO of [B49.00 Cr
was insufficient to cover the massive growth Capex, necessitating the liquidation of [746.00 Cr in
Investments.

* Total Debt remains negligible at [(1.00 Cr, maintaining a Debt | Equity of 0.00 and an Interest Coverage of
41.75x; Finance Cost of [12.00 Cr is largely a non-cash Ind AS adjustment on security deposits.

* ROCE % moderated slightly to 21.00% from 22.00%, reflecting the temporary dilution from a heavy CWIP
base that is not yet generating Revenue.

* Net Worth grew to [2,629.00 Cr, but the balance sheet hides significant value as Investment Properties are
carried at a cost of [(617.24 Cr while their fair value is disclosed at [B,634.45 Cr.

» Other Assets are dominated by Capital Work-in-Progress ([752.95 Cr) and Non-Current Investments
(C888.02 Cr); the high CWIP reflects the transition of liquid assets into long-gestation physical assets.

 Other Liabilities are primarily composed of Security Deposits ([184.88 Cr), which provide interest-free
funding but require careful management of lease renewals.



» Other Expenses were impacted by a 131% surge in event costs and Commission to Directors ((22.40 Cr),
which represents 6% of PAT, indicating high discretionary spending that weighs on net margins.

* The dominant financial theme of the year is the massive structural pivot from a liquid, cash-rich
"treasury-heavy" balance sheet to a "project-execution” phase, resulting in temporary Free Cash
Flow pressure and ROCE dilution as the company funds its transformative Tower 2 expansion.

3.3 Contingent Liabilities & Commitments

« Claims not acknowledged as debts: [58.96 Cr (representing 15.7% of FY25 PAT).
 Capital Commitments (Unexecuted): [B5.27 Cr, primarily for Tower 2 construction.

* Disputed Income Tax and GST: [1.52 Cr.

* Bank Guarantees Outstanding: [21.29 Cr (fully secured by a lien on Mutual Funds/FDs).



3.9 Earnings Quality & Forensic Checks



# Check

10

11

12

13

14

PAT vs CFO
trend

Receivables &
channel-stuffing
signal

Revenue timing
(straight-lining)

Revenue from
related parties %

Inventory vs
revenue growth

Inventory
valuation method
change

Exceptional items
in operating profit

Depreciation rate
vs useful life

Provision
reversals
boosting PAT

Tax rate
consistency

CWIP age and
stalling projects

Deferred tax
asset recognition

RPT quantum
and trend

Dividend paid vs
FCF adequacy

Impact

Profit 1 — high earnings quality
as cash flow from operations
supports 93% of PAT

Revenue 1 — low receivables
at 2% of sales indicate efficient
cash-and-carry business model

Revenue 11 — straight-lining
adjustments of [6.6 Cr create
mismatch between accounting
and cash

Neutral — negligible revenue
from related parties ensures
top-line independence

Profit 1 — declining inventory
amid rising sales suggests
improved stock turnover

Neutral — consistent valuation
policy prevents artificial
inflation of margins

Profit | — one-time charges of
[19 Cr reduce reported PAT
below normalized levels

Profit 11 — consistent
depreciation rates on
expanded asset base ensure
stable earnings charge

Profit 1 — minor provision
reversal of [0.35 Cr provides
negligible non-cash PAT boost

Neutral — tax rate alignment
with statutory norms indicates
absence of aggressive
shielding

Profit | — stagnant CWIP of
[B1.5 Cr over 3 years delays
return on capital

Neutral — conservative DTA
recognition prevents
overstatement of assets

Profit | — high promoter
remuneration at 71% of
employee costs impacts net
margins

Status

Evidence

PAT 875 Cr vs CFO
[B49 Cr

Receivables [16 Cr +
Inventory [10 Cr vs
Sales [¥32 Cr

Advances [57.79 Cr;
Straight-lining asset
[47.59 Cr

Brokerage income
[0.00 Crin FY25 vs
[0.17 Crin FY24

Inventory decreased to
(10 Cr from [14 Cr;
Sales grew 7.94%

No change in inventory
valuation policy
reported

Exceptional items (319
Crin FY25vs 32 Crin
FY24

Depreciation [50 Cr on
Gross Block of
[1,159.59 Cr

Provision for doubtful
debts decreased from
[1.59 Crto [1.24 Cr

Effective tax rate 23%
Vs 22% YoY; Cash tax
119 Cr

CWIP [¥53 Cr; [81.50
Cr aged >3 years

Tax rate consistency at
23%

CMD remuneration
[23.84 Cr vs total
employee benefits
[B3.53 Cr

Dividend [42.28 Cr;
FCF 3435 Cr;

Notes Detail

Forensic check confirms PAT
is well-supported by operating
cash flows with minimal gap.

Note 12; receivables are
exceptionally low; credit risk
mitigated by [160.43 Cr
security deposits.

Note 2(k) & 38; revenue
recognized on straight-line
basis over lease term per Ind
AS 116.

Note 40; RPTs primarily
involve managerial
remuneration rather than
operational revenue.

Note 29; WIP decreased by
57% suggesting faster
execution of manufacturing
orders.

Accounting policy for inventory
(lower of cost or NRV)
maintained consistently.

P&L Statement; exceptional
items impact reported EPS but
are non-recurring.

Note 2(b); Investment
properties carried at cost; fair
value is 6x higher at [B,634
Cr.

Note 2(h); ECL model used;
low allowance justified by high
security deposits.

Forensic check; effective tax
rate remains close to the
statutory corporate tax rate.

Note 4a; significant project
delays noted despite obtaining
10D in March 2025.

Accounting policy Note 2;
deferred tax recognized on
temporary differences per Ind
AS.

Note 40; remuneration to
CMD is the most significant
and discretionary RPT.



# Check Impact Status Evidence Notes Detail

Neutral — dividends funded by Cash Flow Statement; heavy
. L . Investment sales (746 ) ]
investment liquidations despite cr capex drives negative FCF,
negative FCF funded by "war chest."

) Neutral — Mandatory rotation S G D G & Associates Note 28; Transition year
Auditor Tenure & : . . . .
Transition completed; new auditor fees O LLP appointed; Fees requires monitoring of audit

aligned with complexity [0.43 Cr depth.
Regulatory Profit | — Penalties for board Worker 1A/1B; SEBI penalty
) . . SEBI Penalty [0.05 Cr; .
16 Compliance negligence and environmental O for ID tenure lapse; MPCB fine
. MPCB Penalty [0.68 Cr
(SEBI/MPCB) lapses signal control gaps for IT Park/Hall 6.

4. MANAGEMENT & GOVERNANCE

A. Auditor Report & Key Audit Matters * Audit Opinion: Unqualified / Unmodified. * KAM 1: Lease Rental
Recognition: The auditor identified risks in the manual tracking of lease modifications and straight-lining
adjustments for the Realty segment ((B66.17 Cr). Management implemented rigorous tracking of agreements. *
KAM 2: Capitalization of PPE and Investment Property: Focus on the [210.81 Cr capitalized during the yeatr.
The auditor verified recognition criteria under Ind AS 16 and 40 to ensure costs were not inflated. * Auditor
Change: M/s. S G D G & Associates LLP took over following the mandatory rotation of M/s. Manubhai & Shah
LLP. Fees paid aggregated to [D.43 Cr. * Internal Controls: Auditor confirmed the effectiveness of Internal
Financial Controls; no material weaknesses or going concern uncertainties were identified.

B. Related Party Transactions | Party | Relationship | Nature | Amount (CJCr) | Concern | |:---|:=--|:==-|:==-|:=--| |
Krishna S. Patel | CMD (Promoter) | Remuneration | 23.84 Cr | 6.35% of PAT | | Sudha S. Patel | Director
(Promoter) | Sitting Fees | 0.06 Cr | Minimal | | KMP/Relatives | Promoter Group | Rent Expense | 0.19 Cr |
Potential tunneling | | Nesco Foundation | Subsidiary | CSR Expense | 6.63 Cr | Captive spending | | Chandler
and Price | Associate | Brokerage Income | 0.00 Cr | Nil (Prior: 0.17 Cr) |

* RPT Risk: CMD remuneration ([23.84 Cr) accounts for 71% of total employee benefit expense. While RPTs
as a % of revenue (3.28%) are within safe limits, the absolute quantum and 7.05% YoY growth indicate a
promoter-heavy structure.

C. Shareholding | Category | Mar 2025 (%) | Mar 2024 (%) | |:---|:---|:---| | Promoters | 68.54 | 68.54 | | FlIs | 4.90
| 3.50 | | Dlls | 3.19 | 3.99 | | Public | 23.37 | 23.97 | * Pledged shares: 0.00%. Fll holding increased significantly
from 3.50% to 4.90%.

D. Board Composition + KMP Compensation * Board: 6 Directors; 66.67% Independent (4/6). * Women
Directors: 2 (Sudha S. Patel, Amrita V. Chowdhury). * KMP Compensation: * Krishna S. Patel (CMD): [23.84
Cr (7.05% YoY growth). He is the son of Director Sudha S. Patel. * Dipesh R. Singhania (CFO): [1.40 Cr
(20.69% YoY growth). * Analysis: Total KMP compensation is growing faster (7.05%+) than Operating Profit
(2.82%). CMD pay is 411x the median employee pay.

F. Capital Allocation & Capex | Action | FY Current (OCr) | FY Prior (JCr) | % of CFO | Signal | |:---|:-=-|:-=-|:-=-]:--]
| Dividends | 42.28 Cr | 31.71 Cr | 12.11% | 0| | Capex | 784.00 Cr | 105.00 Cr | 224.64% | O] | Financial
Investments | 372.00 Cr | 463.00 Cr | 106.59% | (J| | Asset Sales (Investments) | 746.00 Cr | 166.00 Cr |
213.75% | O]

» CFO Coverage of Capex: CFO ([B49 Cr) covers only 0.44x of Capex ((784 Cr).

 Nature of Capex: Aggressive growth capex. CWIP surged 364% to [752.95 Cr, primarily for Tower 2 and
the 904-key hotel.

» Deployment Efficiency: Revenue grew 7.94% while Capex increased 646% YoY. This investment phase will
not yield revenue for at least 48 months.



» Key Takeaways: The company has pivoted to "mega-project execution." However, [81.50 Cr of CWIP has
been stuck for >3 years, signaling historical execution delays.

H. Risks * Litigation: Claims not acknowledged as debt of [58.96 Cr (15.7% of PAT). High impact if crystallized.
* Project Delay: [81.50 Cr capital locked for >3 years in CWIP. High risk of return dilution. * Governance: [5
Lakh SEBI penalty for ID tenure lapse and [67.85 Lakh MPCB fine. Signals internal control failures. *
Concentration: Single-location risk (Goregaon). Local regulatory changes could halt 90%+ of revenue. * Market
Risk: 1,135 Cr in MFs/Bonds. 23.2% of PBT is treasury-linked; PAT is sensitive to MTM volatility.

5. SCORECARD & VERDICT

Part A: Scorecard

Dimension Key Evidence One-line Rationale

100% IT occupancy; Hall 6  Strong moat in Goregaon; successful transition

Business Quality 4 1 . .
completion to active operator.
. . D/E 0.00x; Interest Debt-free balance sheet with massive liquid "war
Financial Health B =
Coverage 41.75x chest."
. ) CFO/PAT 0.93; Low High cash conversion, though treasury income is
Earnings Quality 4 - . .
Receivables (2%) a large PBT contributor.
Management & 5 . SEBI/MPCB penalties; Regulatory lapses and disproportionate promoter
Governance CMD pay 6.3% of PAT pay remain major drags.
Capital Allocation & 3 X CWIP 753 Cr; 351 Cr lease  Transformative capex underway, but 0.44x CFO/
Earnings Visibility visibility Capex ratio and CWIP delays pose risks.

BUSINESS POSITIVES (for this company this year) * [J[Full Occupancy] Realty Towers 3 and 4 reached
100% occupancy, driving a 15.03% YoY growth in segment revenue to [866.17 Cr. * [I[Debt-Free Expansion]
Commenced a massive [¥84 Cr capex cycle while maintaining a 0.00x Debt/Equity ratio. * J[Hidden Asset
Value] Investment Properties fair value disclosed at [B,634.45 Cr, nearly 6x the carrying book value of [617.24
Cr. * (J[Revenue Visibility] Future minimum lease rentals of (1,158 Cr (over 5 years) provide a strong earnings
floor. * (J[Efficient Collections] Maintained a "cash-and-carry" model with Trade Receivables at only 2.14% of
revenue and a 0-day Cash Conversion Cycle.

BUSINESS NEGATIVES | CONCERNS (for this company this year) * [J[Governance Lapses] SEBI imposed
a [b Lakh penalty for Independent Director tenure violations; MPCB imposed a [67.85 Lakh fine for
environmental non-compliance. * [[Stalled Projects] [B1.50 Cr of CWIP has been stagnant for more than 3
years, indicating persistent regulatory or execution hurdles. * J[Promoter Compensation] CMD remuneration
of [23.84 Cr (6.35% of PAT) is 411x the median employee pay and accounts for 71% of total employee costs. * [
[Negative Free Cash Flow] FCF turned sharply negative to -[(435 Cr due to the massive capex mismatch with
operating cash flow (0.44x coverage). * [Concentration Risk] 90%-+ of revenue is tied to a single location in
Goregaon, making the company vulnerable to local infrastructure or regulatory shocks.

OVERALL SCORECARD SUMMARY Nesco remains a financially fortress-like entity with zero debt and
exceptional cash-generating assets, but it is currently in a high-risk transition phase. While the business quality
is "Grade A" with 100% occupancy and massive hidden reserves, the governance posture is "Grade C" due to
recurring regulatory penalties and excessive promoter pay. The pivot to a hospitality-heavy model via Tower 2
offers a path to double the asset base, but the negative FCF and historical CWIP delays suggest that capital
allocation discipline and execution will be the primary determinants of future value.



Part B: Governance Check Matrix

9
10
Final line: "Total: 8/10 [0— Governance

Rating: 2"

Part C: Investor Verdict

Check

Audit opinion clean?
Promoter pledge = 0?
KMP pay < 5% of PAT?

RPT quantum < 5% of
revenue?

Board > 50% independent?

At least 1 woman director?

No statutory dues
outstanding?
No fraud reported?

Audit trail enabled?

Frequent Auditor change

Status

O

O

Evidence
Unqualified opinion (p.82)
0.00% pledged (p.45)

CMD pay alone is 6.35% of PAT

RPTs are 3.28% of revenue

66.67% Independent (4/6)

2 Women Directors (Sudha Patel, Amrita
Chowdhury)

No major defaults reported

No fraud noted by auditors
Confirmed by auditors (p.85)

Mandatory rotation in FY25

THESIS: Nesco is a high-moat, debt-free "landlord" attempting a transformative but execution-heavy pivot into a

"hospitality operator" to unlock its massive Goregaon land bank.

OVERALL STANCE: ACCUMULATE

RATIONALE: The receipt of Tower 2 10D is a major catalyst that ends years of "cash hoarding," though
governance discounts will persist. RE-EVALUATE WHEN: CWIP capitalization rate falls below 10% or if Tower 2
construction stalls for another 12 months. BULL CASE: Successful execution of the 904-key hotel and Tower 2
leads to a 2x jump in rental income and a re-rating to a "Growth Compounder.” BEAR CASE: Operational failure
in the hospitality foray or further SEBI/regulatory penalties lead to a permanent "governance trap" valuation. KEY
MONITORABLE: CWIP Ageing: [81.50 Cr - [D Cr (successful capitalization).



7. YEAR-OVER-YEAR ANALYSIS

7.1 Changes

Metric /

Summary A Status
Theme

Re-investment cycle;

Capital ]
. Capex of [105 Cr with
Allocation
CWIP at [162 Cr.
. OPM at 63%; impacted by
Margin Lo
. a 155% spike in director
Trajectory
pay.
Positive FCF of (272 Cr;
Free Cash .
dividend well-covered by
Flow .
operations.
Administrative warning for
Regulatory . )
. "clerical error" regarding
Standing ]
director terms.
Focused on "service-led
Management .
Tone ecosystems" and post-
pandemic recovery.
Working Negative CCC of -4 days;
Capital receivables at (12 Cr.

7.2 Persistent Patterns

Summary B Status

Mega-project execution;
Capex of [784 Cr with CWIP at
[¥53 Cr.

OPM at 60%; impacted by a
131% surge in event costs and
continued high commissions.

Negative FCF of -[435 Cr;
dividend funded by liquidating
treasury "war chest."

Formal monetary penalties
from SEBI (5 Lakh) and
MPCB ([67.85 Lakh).

Focused on becoming a
"hospitality operator" with a
904-key hotel development.

Neutral CCC of 0 days;
receivables increased to [16
Cr.

Forensic Takeaway

The company has pivoted from moderate
expansion to a high-intensity capital
deployment phase that exceeds annual
operating cash flows.

Profitability is facing a dual squeeze from
rising operational intensity in the hospitality
segment and persistent promoter-linked cost
leakage.

The structural shift to mega-capex has turned
the company into a net consumer of cash,
ending a multi-year period of organic liquidity
surplus.

Governance risk has escalated from minor
administrative oversights to material financial
penalties for environmental and board-level
non-compliance.

Management is aggressively shifting the
business model from a low-risk "passive
landlord" to a high-complexity "active
operator" in the hospitality sector.

The "cash-and-carry" efficiency is slightly
moderating as the business mix shifts toward
higher-velocity hospitality and event
segments.

* Maintenance of a debt-free "fortress" balance sheet with zero external borrowings despite massive capital

commitments.

* Disproportionate promoter compensation, with CMD remuneration consistently exceeding 6% of PAT and
dwarfing total employee benefit expenses.

* High treasury dependency, where non-core "Other Income" consistently contributes over 20% of Profit

Before Tax.

» Extreme geographical concentration risk, with nearly all revenue-generating assets located within a single

Goregaon campus.

 Superior earnings quality, evidenced by Cash Flow from Operations (CFO) consistently tracking close to or

exceeding Net Profit (PAT).

* Persistent "stalled" CWIP, with approximately [81.50 Cr of projects remaining stagnant for over 3
years, signaling recurring execution or regulatory friction.

» Conservative dividend payout policy (approx. 12%) that remains decoupled from the company's massive

internal liquidity reserves.

« Strong IT Park annuity moat, characterized by sustained 98-100% occupancy levels across existing

towers.
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