Hindustan Construction Company Ltd — Aug 2023 Quarterly Analysis

1. VERDICT & BUSINESS QUALITY SNAPSHOT

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

Result: Strong Beat (Earnings) / Miss (Order Inflow) One-line: HCC has finally pivoted from a loss-making entity
to a profitable one (Consolidated PAT of [52.7 Cr), but the investment thesis now shifts from "survival" to
"growth," as a thinning order book (down 8.8% YoY) and the final procedural hurdles of the 50% debt carve-out
take center stage.

Dimension This Quarter Sentiment

Signal | Evidence

. . Significant return to profitability; Standalone PAT [18.9 Cr vs loss
Beat/Miss vs Guidance  Beat 0

of [150.8 Cr YoY.

Driven by 27% YoY revenue growth and a [1106 Cr reduction in

Earnings Qualit High
gs Quality : standalone finance costs.
. ) Debt SPV transfer timeline "slid" again to end-Q2, though lender
Guidance Confidence Neutral )
approvals are now largely in.
Management Neutral Operational turnaround is visible, but repeated delays in the "final"
u
Credibility debt separation test patience.
Business Quality ) Execution speed is back; highest ever Q1 turnover achieved
Improving

Signal

Key Q&A Exchange

The Street's Primary

Anxiety

Capital Cycle Stage

Q11 + SPV Debt

Order Book Burn

Consolidation

through streamlined operations.

Debt to drop from [5,200 Cr to ~[2,600 Cr once the investor is
inducted (50% reduction).

Backlog is declining as execution outpaces wins; management
targeting [7,000-10,000 Cr wins.

Transitioning from debt restructuring to growth; enabling £B0O Cr
equity raise.

Margin Trajectory Improving Standalone EBITDA margins rose to 12.6% vs 10.4% YoY.
. Niche technical expertise in Hydro/Nuclear prevents "plain vanilla"
Pricing Power Stable e
commoditization.

FCF Conversion & | ) Management claims "good cash flow" from 27% higher turnover,

mprovin
Quality P g though specifics were elusive.
Competitive Moat Stable 90% completion on complex projects (Anji Khad, Delhi Metro)
Signals validates execution moat.
Balance Sheet Stressed Debt remains at [5,200 Cr; the "SPV de-recognition” is the sole

SS
Strength key to a healthy balance sheet.
Working Capital Stable Execution on large-ticket jobs (Coastal Road, Metro) remains on
Efficiency track.
Mgmt Guidance Track Mixed Accurate on operational milestones; lumpy and delayed on
ix
Record financial restructuring timelines.
. L Reliance on "selective" bidding might lead to a revenue gap if the
Key Vulnerability Bidding Lag . .
[Tk-10k Cr intake misses.

Cautiously Arjun Dhawan was firm on the "responsible growth" path, avoiding
Management Tone . . Lo

Confident aggressive low-margin bidding.



Sentiment: [JNeutral Key Takeaways: * Positives: The turnaround is no longer just on paper—HCC is
operationally profitable at both Standalone and Consolidated levels. Standalone interest costs have plummeted
from (243 Cr to [137 Cr YoY. Completion levels on high-profile projects (99% at Rajasthan Atomic, 90% at Delhi
Metro) signal the end of several legacy execution headaches. * Negatives: The order book has shrunk to
13,568 Cr from [14,875 Cr YoY, implying a lack of new wins while execution accelerates. The 50% debt
reduction through the SPV transfer is still "one quarter away," a familiar refrain that prevents a full valuation re-
rating. * Street Concern: Analysts are focused on the "gap" between HCC's [25,000 Cr bidding capacity and its
current [5,000 Cr active bid pipeline. Management's response that they are "playing catch-up" and focusing on
"high hit-ratio" jobs suggests a conservative start to the new growth phase. * Forward Watchpoint: The
induction of an investor into the debt SPV by Sept 30, 2023. This is the "binary event" that will trigger a ~[2,600
Cr debt reduction and a permanent step-up in PAT.

2. BUSINESS PERFORMANCE

2A. KEY METRICS

Current Qtr

Mgmt Commentary

(Q1FY24)
Total Income Highest ever Q1 turnover; result of project
(2,564 Cr 1 15.0% 1 13.9% 1 . .
(Consol) streamlining and tight control.
Total Income Revenue growth driven by Volume/Execution
1,230 Cr 1 25.0% 1 35.8% 1 ) )
(Standalone) speed across core infra projects.
EBITDA Margin expansion to 12.6% (vs 10.4% YoY) due
[154.98 Cr* 1 52.5% | 45.4% 1 . .
(Standalone) to better project mix.
Reversal from [280.7 Cr loss YoY; significantly
PAT (Consol) [52.7 Cr 1 118.8% 1 72.4% 1 .
reduced interest drag.
Order Book No major wins in Q1; execution of legacy
(13,568 Cr 1 8.8% 1 5.8% ! _—
(Standalone) backlog currently outpacing inflows.
Order Inflows . . Entirely driven by Steiner AG (CHF 59.5M);
637 Cr Notindoc  Notin doc = . )
(Consol) Standalone HCC inflows were nil.
. Calculated as Standalone Revenue / Opening
Execution Rate 9.4% 1 ! 1
Order Book.
. Declining from ~3.8x YoY; necessitates urgent
Book-to-Bill (x) 2.76x ! ! 1 .
new order wins.
Down from ~[6,000 Cr levels; ~[2,600 Cr to
Net Debt (Consol) 5,200 Cr 113.3% - )
move to SPV by Q2-end.
Finance Cost Reduction from [243 Cr YoY post-resolution
137 Cr 1 43.6% 1 4.6% 1 . .
(Standalone) plan implementation.
Steiner AG . CHF 156.3M; steady performance in the Swiss
1,242 Cr 1 3.6% Not in doc .
Turnover real estate market.
. . CHF 1.2M; improved from a CHF 1M loss in
Steiner AG PAT M.8Cr 1 227.3% Not in doc 1

Q1FY23.

*EBITDA derived from 12.6% margin on 1,230 Cr revenue.

2B. SEGMENT BREAKDOWN



Backlog (O Margin

Segment Key Development
. Cr) Status y -

Coastal Road bridge completion targeted

Transport ~[10,500* ~77% Healthy - In-line )
for April-May 2024.
. TBM drive at Vishnugad Pipalkoti
Hydro ~[1,200* ~9% High 1 Above
recommenced July 14.
Nuclear & ) Rajasthan Atomic project 99% complete;
. ~[900* ~7% High 1 Above
Special handover started.
Focus remains on selective high-value
Water ~[00* ~7% Standard = Below :
urban infra.
. 3-5% Backlog at CHF 892.5M; order intake of
Steiner AG (8,054 N/A i Below .
(Target) (637 Crin Q1.

*Estimated based on concall sector spread commentary.

3. MANAGEMENT OUTLOOK & EXECUTION TRACKER

5 . 5 Required Run-Rate / Historical
Dimension Category Management Target / Claim : o i
Mathematical Feasibility Delivery
. Order Needs [2,300 Cr+ per quarter. . .
Guidance [7,000 — 10,000 Cr for FY24. . . Unmet in Q1 High
Intake Zero achieved in Q1.
Dependent on single binary
) Debt ~[2,600 Cr debt to be de- .
Guidance . . . approval by lenders by Q2- Delayed Medium
Reduction recognized via SPV. end

Focus on high-value ([1,500-2,000 L .
Pipeline of [25k-30k Cr exists;

Strate Biddin Cr) niche jobs on Standalone Improvin Medium
oy g ) ) J needs better "hit ratio." P ¢
basis.
. . Enabling resolution; timing
Equity [BOO Cr via Rights/QIP/Pref for .
Strategy . . . dependent on valuation New Low
Raise working capital. .
rerating.
Sector [BOk-40k Cr of Hydro/Pumped Strong tailwinds in North/
Macro ; . New Low
Outlook Storage tenders in 6 months. Northeast India.
Zero financial impact/liability Liabilities already converted to .
Balance Lavasa Delivered Low

remains on books. fixed-term NCDs.



4. ANALYST Q&A



Q# Relevance

1 4.0
2 5.0
3 4.5

Analyst

Arushi
Shah

Mahesh

Mahesh

Theme

Unbilled

Rev

Debt

SPV

Bidding

Category

Financials

Financials

Business

Underlying

Concern

"The unbilled
revenue... |
just wanted to
get an idea
what is it
basically."

"What is the
revised
timeline for the
debt SPV...
When will the
debt go off our
consolidated
balance
sheet?"

"Have we...
slowed down a
bit on the
bidding
activity... in
last 6to0 9
months?"

Management
Response &

Evaded /

[\ o] Credibility Verdict

Investment
Implication

Addressed

Management
explained that
unbilled
revenue
(contract
assets) arises
from project
norms where
billing is tied to
specific
completion
milestones.
This confirms a
standard
accounting
treatment in
EPC but
highlights the
working capital
lag inherent in
long-gestation
projects.

None 4.0

Management
expects
separation by
the end of the
current quarter
(Q2 FY24) as
majority
approvals from
banks are
already in
hand. None 35
Successful
execution here
is the primary
catalyst for a
50% debt
reduction,
which would
fundamentally
re-rate the
stock.

Management

admitted a

conscious call

to prioritize

internal None 4.0
streamlining

and project

delivery over

the past

Technical
clarity

Specific
timeline

Qualitative
shift



Q# Relevance

Analyst

Mahesh

Chirag
Shah

Theme

Steiner

Order
Book

Category

Financials

Business

Underlying

Concern

"What kind of
net profit

margin could
one expect in
Steiner AG?"

"How much
worth of order
you can bid
today... and
how many
orders have
we actually
bid?"

Management
Response &
Investment
Implication

journey, but
claimed to be
"fully geared
up" now. This
transition from
"inward-
looking" to
"growth-
oriented" is the
core of the bull
case, provided
wins follow.

Arjun Dhawan
indicated a
long-term
target of 3-5%
margins,
moving slightly
up from the
typical 2-3%
range for Swiss
3rd party
contracting.
This confirms
Steiner as a
low-margin,
high-volume
Swiss stabilizer
rather than a
margin driver
for the group.

HCC has
submitted bids
worth [2,000
Crand is
evaluating
another (8,000
Cr, with a total
internal
capacity to bid
[25,000-30,000
Cr. The gap
between
capacity and
active bidding
suggests
management is
still being
overly cautious
with bank
guarantees.

Evaded /
[\ o] Credibility
Addressed

Precise
current
3.0
quarter
guidance
None 4.5

Verdict

Directional

Quantified



Q# Relevance

6 4.0
7 4.0
8 4.0

Analyst Theme Category

Chirag Fund . .
. Financials
Shah Raise
Keniel Revenue/ . .
Financials
Omkara PAT
Keniel Cash . .
Financials
Omkara Flow

Underlying

Concern

"What is the
thought
process by
when do you
intend to
complete the
[fund raise]
process?"

"Should we
expect higher
revenue
booking in
coming
guarters... due
to completion
timelines?"

"Is [the good
cash flow] due
to claims
coming in oris
it due to
general
business
operations?"

Management

Response & Evaded /

AT — [\ o] Credibility
. Addressed

Implication

The [B0OO Cr

approval is in-

principle;

management is
waiting for the
"right
opportunity"”
later in the year
to execute via
QIP, Rights, or
Preferential
issue. This
provides an
equity
"cushion" but
signals
potential
dilution for
existing
shareholders

Specific
timeline

once the stock
re-rates.

Management
expects to do
"better than
last year" but
noted that new
projects take
6-7 months to
reach margin-
generating
stages. This
tempers
expectations
for an

Specific
margin 3.0
guidance

immediate
operational
"bump" as
older, lower-
margin projects
close out.

Management
attributed the
better cash
flow primarily
to the 27%
increase in
operational
revenue rather

Exact cash
flow figure

than one-off
claims. This is
a high-quality

Verdict

Enabling
resolution

Mixed

Vague



Q# Relevance

10

11

4.5

4.0

4.5

Analyst

Surya

Riddhi

Mayank

Theme

Debt
Level

Lavasa

Interest/
PAT

Category

Financials

Governance

Financials

Underlying

Concern

"After the
transfer of
SPV debt...
what will be
the total debt
remaining on
the group?"

"After the
approval of the
resolution plan
how will it
impact the
liabilities... in
our books?"

"We are not
seeing much
improvement
[post-
restructuring]...
interest
servicing will
happen like
another couple
of quarters?"

Management

Response & Evaded /
P Not Credibility  Verdict
Investment
. Addressed
Implication
signal,
suggesting the
core EPC

engine is finally
generating its
own fuel.

Consolidated
debt will fall
from ~[5,200
Crto
~[2,600-2,700
Cr, a roughly
50% reduction.
This quantified
deleveraging
target is the
most significant
takeaway for
long-term
fundamental

Clear and
quantified

None 5.0

investors.

Management

clarified that

the 1,000 Cr

Lavasa-related

liability is

already

converted into

NCDs on

HCC's books Risk
and will not be ' dismissal
reduced by the

resolution. This

dismisses any

hope of a

"windfall" gain

from the

Lavasa NCLT

clearance.

Management
countered that
finance costs
have already
dropped from
(243 Crto
137 Cr
standalone,
and PAT has
turned positive.
The "lack of
improvement"

Specific

None 4.5
data



Q# Relevance

12

13

14

Analyst Theme Category

. Bidding .
4.0 Neeraj . Business
Logic
Arjun BGs/ . .
4.5 . Financials
Dhawan  Capacity
Vivad Se . .
4.0 Mahesh ) Financials
Vishwas

Underlying

Concern

"What is
stopping our
company to
bid on a larger
number...
capability
wise, we do
not have any
issue?"

"Does our
bank
guarantee
allow us to
take that kind
of projects?"

"Are there any
cases where
the [Vivad se
Vishwas Il]

Management
Response &
Investment
Implication

perception is
likely due to
the debt still
sitting on the
consolidated
balance sheet
until the SPV is
de-recognized.

Management
emphasized a
"high hit-ratio"
strategy,
avoiding "plain
vanilla" roads
to focus on
large-value,
niche urban
infra and hydro
projects. This
strategic
restraint is
positive for
future margins
but risky for
revenue
continuity if hit-
rates falter.

Arjun Dhawan
clarified that
capacity is
dynamic; as
projects are
executed
rapidly,
guarantees are
released, and
access to
capital
improves. He
stressed
"responsible
growth,"
signaling that
the company
will not over-
leverage to
chase turnover.

HCC is
evaluating
arbitration
awards on a

Evaded /
[\ o] Credibility
Addressed

None 4.0
None 4.0
Specific

awards 3.0
chosen

Verdict

Strategic
intent

Structural
insight

Evaluative



Management

. Evaded /
Underlying Response &

Q# Relevance Analyst Theme Category [\ o] Credibility Verdict

Concern Investment

. Addressed
Implication

case-to-case
basis (65-85%
settlement
range) to
balance
immediate
liquidity vs.
scheme is book impact.
relevant to This "free
us?" option" could
provide an
unexpected
liquidity boost,
though at the
cost of some
"haircuts" on
claims.

PATTERN FLAGS & SENTIMENT

» Restructuring Skepticism: Analysts (Mahesh, Mayank, Surya) repeatedly hammered the SPV debt transfer
timeline. Management’s shift to "end of this quarter" (Q2FY24) from previous targets creates a "show me"
sentiment. However, the quantification of a 50% debt reduction (down to [2,600 Cr) provided a clear target for
the market to track.

» Order Book Anxiety: Concerns about the lack of new order inflows in Q1 were prominent. Management'’s
strategy of "restrained, niche bidding" is a pivot from the volume-chasing of the past decade. While analysts
were wary of the shrinking backlog, they appeared to appreciate the focus on "high hit-ratio” and standalone
bidding.

» Operational Normalization: The tone regarding project execution (Mumbai Coastal Road, Metro) was
significantly more confident than in FY23. The "technical glitch" with results delivery caused minor friction, but
the core message—that the business is operationally humming—was well-received.

Analyst Sentiment Verdict: [ICautiously Optimistic. Analysts were clearly impressed by the return to PAT and
the sharp drop in standalone interest costs. The primary friction point remains the timing of the SPV de-
recognition. Management’s credibility has improved operationally, but remains "on probation” regarding the final
financial separation.



5. WHAT CHANGED vs PRIOR QUARTER

What Changed Prior Quarter (Q1FY23) This Quarter (Q1FY24) Direction
Profitability Consolidated Loss ([280.7 Cr) Consolidated Profit ((52.7 Cr) 1
Finance Cost Standalone (243 Cr Standalone (137 Cr 1

Order Backlog (14,875 Cr (13,568 Cr !
Revenue Growth Protests/Labor drag (Mumbai) Highest Q1 Turnover (27% Standalone growth) 1
Bidding Stance Inward-focused/Internal cleanup "Fully geared up" for 1Ok Cr intake 1

Debt Status Resolution plan in early stages All lender signatures in; Investor induction imminent 1

Lavasa Status Uncertainty/Resolution pending NCLT cleared; HCC liabilities fixed/converted -

INVESTOR NOTES: * Earnings Quality: CFO-to-PAT looks healthy as the profit is driven by a 27% increase in
execution and a structural drop in interest. The "working capital lever" is the release of bank guarantees from
completed projects (like Rajasthan Atomic), which is funding new bidding capacity. * Thesis Change: Yes,
partially. The thesis has evolved from a "distressed asset recovery" to an "operational turnaround play." The
survival risk is now negligible; the new risk is "growth stalling" if they cannot convert their [5,000 Cr pipeline into
wins quickly. The SPV debt transfer remains the single largest valuation catalyst remaining.

STOP HERE.
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