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% crore FY11 FY12E FY13E FY14E
Net sales 4093.2 3988.2 4527.3 5688.2
EBITDA 544.3 429.9 509.8 669.0
Adi. Net profit 68.7 -114.3 -112.5 25.6

Valuation summary

FY11 FY12E FY13E FY14E
EPS R) 1.1 -1.9 -1.9 0.4
PE(x) 17.3 NA NA 48
EV/EBITDA(x) 8.3 12.5 1.1 8.9
P/BV(x) 0.8 0.9 1.0 1.0
RoNW(%) 4.7 -15.7 -9.0 2.1
RoCE(%) 8.7 5.1 6.0 8.6

Stock data

Market Capitalisation % 1228 crore
Debt < 4300 crore
Cash % 160 crore
EV ¥ 5368 crore
52 week H/L 37/16
Equity capital % 61 Crore
Face value 1.0
DIl Holding (%) 4.8
Fil Holding (%) 244
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Hindustan Construction (HINCON)

%20
WHAT'S CHANGED...

And the sad tale continues...

HCC’'s Q4FY12 performance was dismal led by poor EBITDA margins
(7.6% vs. our expectation of 12%) and higher net interest cost (¥ 122.8
crore vs. our estimates of ¥ 109.9 crore). Consequently, the company
reported a loss of ¥ 54.2 crore vs. our estimates of T 22.2 crore. During
the quarter, HCC has also applied for CDR cell for re-alignment of debt
wherein the company is looking to apply for repayment structure of (248)
wherein it is seeking 2 years of moratorium and 8 years of repayment
period as well as marginal reduction in interest rates. With EPC business
remaining a drag, Lavasa sales & execution pick yet to be seen and CDR
issue is pending, we assign a SELL rating on the stock.
= Poor margin show...

HCC topline came at ¥ 1155.7 crore came higher than our estimates of ¥
1057.9 crore. It, however, reported net losses of ¥ 54.2 crore vs. our
expectations of ¥ 22.2 crore in Q4FY12 mainly due to lower margins
(7.6% vs. our expectation of 12%) and higher net interest cost (¥ 122.8
crore vs. our estimates of ¥ 109.9 crore).

= Debt Restructuring on the cards

The Board has approved for re-alignment of debt of HCC through CDR
process. The same has been referred to CDR cell and consequently the
proposal has been admitted. The company is looking to apply for
repayment structure of (2+8) wherein it is seeking 2 years of moratorium
and 8 years of repayment period. It is also looking for marginal reduction
in interest rates as well as additional working capital. HCC expects
decision on the same in next couple of months.

= Operating profits not enough to serve debts...

The net Interest expenses at ~140% of EBITDA means that the operating
profits are not enough to service debts. With the stretched working
capital, lower operating margin and execution rate yet to pick up, HCC's
EPC business remains a major drag and a reason for concern.

Valuation

At the CMP, the stock is trading at 1.2x FY13 P/BV. With the EPC business
remaining a major drag due to stretched working capital, sluggish
execution, and clarity on debt restructuring yet to emerge, we believe that
stock would continue to remain under pressure. We have assigned a
SELL rating to the stock with a target price of ¥ 17/share.

Exhibit 1: Financial Performance

< crore Q4FY12  Q4FY12E Q4FY1M Q3FY12  YoY Gr (%) QoQ Gr (%)
Net sales 1155.7 1057.9 1202.1 946.0 -3.9 22.2
EBITDA 87.8 1271 166.2 110.5 -47.2 -20.5
EBITDA Margin (%) 1.6 12.0 13.8 11.7 -622.6 bps -407.6 bps
Depreciation 40.2 42.0 44.0 41.2 -8.5 -2.5
Net Interest 122.8* 109.9 90.3 104.3 36.1 17.7
Reported PAT -54.2 -22.2 22.6 -130.4

Adjusted PAT -54.8 -22.2 15.2 -24.8

Source: Company, ICICldirect.com Research *adjusted for other income
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The net interest expenses at ¥ 122.8 crore saw a
substantial jump of ~36% YoY on the back of higher debt
level and increased interest rates
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Another poor show in Q4FY12

= HCC's Q4FY12 was dismal on account of cost pressure,
competitiveness impacting the margins and high interest cost eating
away the bottomline.

= |n terms of topline, the company reported ~X 1156 crore against our
estimate of ¥ 1058 crore

=  The EBITDA margin came at 7.6% vs. 11.7% in Q3FY12, (much
lower than our estimate of 12%) mainly due to rise in raw material
price and competitive pressures

= HCC reported a loss of X 54.2 crore vs. vs. our expectations of ¥ 22.2
crore in Q4FY12 mainly due to lower margins and higher interest
cost.

= The net interest expenses at ¥ 122.8 crore went up by ~36% YoY on
account of a rise in borrowing, interest rates and higher utilisation of
CC limit during the quarter. Also, the company changed its reporting
structure wherein HCC reports gross interest expenses under
interest cost and interest income is shown as other income

Exhibit 2: Operating profits not sufficient to serve debts. ...resulting into cash loss

130 - - 180.0
120 1 122.8
10 4 : L 150.0
100 1 m 104.3 - 1200
90 -
550 [ 9.3 - 900 E
'Y . <=
70 -
60 - L 60.0
50 - L 30,0
40 1
30
Q4FY11 Q1FY12 Q2FY12 Q3FY12 Q4FY12
I Interest expenses as % of EBITDA (RHS)

Source: Company, ICICldirect.com Research

Steiner going strong...

HCC’s Swiss subsidiary Steiner AG continued to perform decently. The
company reported a topline of CHF 728 million (X 3996.2 crore) and PAT
of CHF 2.9 million (X 15.8 crore). The company’s closing order backlog at
CHF 1.51 billion (X 8,288 Cr) excluding contracts of CHF 135 million (X 741
Cr) yet to be signed.

Order inflow for the year stood at CHF 1.2 billion (X 6,587 Cr). Some of the
key projects undertaken by Steiner include, Post Parc (CHF 159 million),
Mehr als Wohnen (CHF 145 million) & Lindbergh Allee total services
contract (CHF 125 million).
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HCC bagged orders worth ~% 1889 crore in FY12 and
removed the contentious Sawalkot project orders worth
< 1940 crore
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Order inflow of ¥ 1889 crore in FY12

HCC has bagged orders worth ~% 1889 crore during the year and
removed the contentious order of Sawalkot project (Z 1940 crore) from its
order book due to lack of clarity on the same. During the quarter, the
company did not receive any orders.

The order book stood at ¥ 15336 crore, implying an order book to bill ratio
of 3.8x on a TTM basis.

Exhibit 3: Segment-wise order book break-up
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Source: Company, ICICldirect.com Research

Exhibit 4: Order book trend
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Launch of second town of Mugaon in April...

Lavasa has launched 2™ town Mugaon in April wherein 5 buildings were
released for sales. HCC is hopeful of pushing up sales volume from the
project going ahead.

After putting it on hold for a year, MoEF had accorded conditional
approval to Lavasa Corporation for the development of phase | at Lavasa
during Q3FY12. Phase | development involves development of 2000
hectares (residential — 618.2 hectares), commercial - 33.7 hectares, hotels
-72.8 hectares, institutional — 207 hectares, open space — 908 hectares and
other activities — 209 hectares). However, we would like to see further
progress at Lavasa in terms of development and debt restructuring.
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Valuation

We have revised our FY13 earning estimates downwards from T -
0.4/share to ¥ -1.9/share to incorporate slower revenue growth and lower
margins going ahead as guided by the management. We introduce FY14
EPS in this note and we expect it to turn positive at T 0.4 per share.

At the CMP, the stock is trading at 1.2x FY13 P/BV. With the EPC business
remaining a major drag due to stretched working capital, sluggish
execution, and clarity on debt restructuring yet to emerge, we believe that
stock would continue to remain under pressure. We have assigned a
SELL rating to the stock with a target price of ¥ 17/share.

We have assigned a SELL rating on the stock with a price

target of X 17 per share
Entity ] (Y;I;L; Per shar; Comment
Core Construction 3,059.0 50  6x FY13 EV/EBITDA
KSAG acquisition 2415 4 1x Price/Book
HCC stake have been valued on NAV basis
Real Estate 906.0 15  (40% discount to NAV) and recent

transaction in Vikhroli IT park

Road BOTs 1.213.7 21 10% discount to Xander deal valuation
Less:Net Debt 4,449.6 73
Fair Value 17

Source: Company, ICICldirect.com Research
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Financial summary

(% Crore) FY11 FY12E FY13E FY14E (% Crore) FY11 FY12E FY13E FY14E
Total operating Income 4,093.2 3,988.2 4,527.3 5,688.2 Net Profit before Tax 11.7 -318.4 -1125 42.9
Growth (%) 12.3 -2.6 13.5 25.6 Other Non Cash Exp 0.0 0.0 0.0 0.0
Op. Expenditure 3,548.8  3,558.3 4,017.5 5,019.2 Depreciation 152.7 162.1 168.8 171.8
EBITDA 544.3 429.9 509.8 669.0 Direct Tax Paid -81.9 0.0 0.0 -17.3
Growth (%) 17.6 -21.0 18.6 31.2 Other ltems 281.3 456.0 480.7 482.5
Depreciation 152.7 162.1 168.8 177.8 CF before change in WC 463.8 299.7 509.8 651.7
EBIT 391.7 267.8 341.0 491.2 Inc./Dec. In WC -363.5 -551.1 -159.1 -345.2
Interest 292.0 456.0 467.1 465.4 CF from Operations 100.3 -251.4 350.7 306.5
Other Income 12.0 36.1 13.6 171 Pur. of Fix Assets -233.6 -222.9 -106.0 -106.0
Extraordinary ltem 0.0 -166.3 0.0 0.0 Pur. of Inv -122.6 53.4 -100.0 -50.0
PBT 1M11.7 -318.4 -112.5 42.9 Others -339.66 0.0 0.0 0.0
Tax 40.7 -96.2 0.0 17.3 CF from Investing -695.9 -169.4 -192.4 -138.9
Rep. PAT before MI 7.0 -222.1 -112.5 25.6 Inc./(Dec.) in Debt 956.7 829.4 240.0 0.0
Minority Interest (M) 0.0 0.0 0.0 0.0 Inc./(Dec.) in Net Worth 0.0 0.0 0.0 0.0
Rep. PAT after MI 7.0 -222.1 -112.5 25.6 Others -355.8 -442.3 -467.1 -475.9
Adjustments 2.3 -107.8 0.0 0.0 CF from Financing 600.9 387.1 -227.1 -475.9
Adj. Net Profit 68.7 -114.3 -112.5 25.6 Net Cash Flow 5.3 -33.7 -68.8 -308.3
Growth (%) -27.9 Opening Cash 188.3 193.7 160.0 91.1
EPS () 1.1 -1.9 -1.9 0.4 Closing Cash 193.7 160.0 91.1 -217.2
Source: Company, ICICldirect.com Research Source: Company, ICICldirect.com Research
(% Crore) FY11 FY12P FY13E FY14E FY11 FY12E FY13E FY14E
Liabilities Per share data (3)
Equity Capital 60.7 60.7 60.7 60.7 EPS 1.1 -1.9 -1.9 0.4
Reserves & Surplus 1,461.5 1,239.4 1,126.9 1,142.0 Cash EPS 3.7 -1.0 0.9 34
Shareholder's Fund 1,522.2 1,300.1 1,187.6 1,202.7 BV 25.1 214 19.6 19.8
Borrowings 1,535.3 2,269.1 2,269.1 2,269.1 DPS 0.4 0.0 0.0 0.1
Unsecured Loans 1,936.1 2,031.7 2,2711.7 2,2711.7 Cash Per Share 3.2 2.6 1.5 -3.6
Deferred Tax Liability 166.5 70.2 70.2 70.2 Operating Ratios (%)
Source of Funds 5,160.1 5,671.1 5798.6  5,813.7 EBITDA Margin 13.3 10.8 11.3 11.8
Assets PBT / Total Operating income 2.7 -8.0 -2.5 0.8
Gross Block 1,965.2 2,069.2  2,159.2  2,259.2 PAT Margin 1.7 -5.6 -2.5 0.4
Less: Acc. Depreciation 790.1 944.9 1,107.4 1,271.8 Inventory days 360 378 319 289
Net Block 1,175.1 1,114.3 1,051.8 981.5 Debtor days 0 54 97 86
Capital WIP 25.7 25.7 25.7 25.7 Creditor days 108 105 96 94
Net Fixed Assets 1,200.8 1,140.0 1,077.5 1,007.2 Return Ratios (%)
Intangible Assets 9.2 10.1 9.9 8.4 RoE 4.7 -15.7 -9.0 2.1
RoCE 8.7 5.1 6.0 8.6
Investments 531.3 584.7 684.7 734.7 RolC 8.7 5.1 6.1 8.4
Valuation Ratios (x)
Cash 193.7 160.0 91.1 -217.2 P/E 17.3 NA NA 48.1
Trade Receivables 2.1 1,171.7 1,240.2 1,453.1 Net Sales/Total Asset 87.7 73.6 78.9 98.0
Loans & Advances 1,394.8 1,917.6 2,115.7 2,452.1 EV /EBITDA 8.3 12.5 1.1 8.9
Inventory 4,499.1 3,755.4  4,169.2  4,853.0 EV / Net Sales 1.1 1.3 1.3 1.1
Total Current Asset 6,096.0 7,052.8 7,665.6 8,598.7 Price to Book Value 0.8 0.9 1.0 1.0
Current Liab. & Prov. 2,671.2 3,116.6 3,639.1 4,535.3 Solvency Ratios
Net Current Asset 3,418.8  3,936.2 4,026.5  4,063.4 Debt/EBITDA 6.4 10.0 8.9 6.8
P&L Account 0.0 0.0 0.0 0.0 Debt / Equity 2.2 3.2 3.7 4.0
Application of Funds 5,160.1 5,671.1 5,798.7 5,813.8 Current Ratio 2.3 2.3 21 1.9
Source: Company, ICICIdirect.com Research Source: Company, ICICldirect.com Research
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ICICIdirect.com coverage universe (Construction)

Simplex Infra Sales (% Crore) EPS %)  AdjPE (x) P/BV(x) RoNW (%) RoCE (%)
Idirect Code SIMCON CMP 234 FY10 FY10 24.7 9.5 1.2 13.1 12.8
Mcap ( crore) 1162 Target 331 FYm FY11 24.8 9.4 1.1 12.0 11.9
% Upside 41% FY12E FY12E 17.2 13.5 1.0 1.6 10.9
FY13E FY13E 27.2 8.6 0.9 11.0 12.2
Unity Infra
Idirect Code UNIINF CMP 49  FY10 1,476.8 11.7 4.2 0.7 17.6 17.6
Mcap ( crore) 362 Target 73 FYn 1,701.5 12.7 3.8 0.6 15.5 16.5
% Upside 50% FY12E 1,913.4 135 3.6 0.5 14.3 17.0
FY13E 2,197.8 15.6 3.1 0.4 14.5 17.8
IVRCL
Idirect Code IVRINF CMP 62 FY10 5,471.6 7.9 4.9 1.1 11.5 143
Mcap (% crore) 1649 Target 72 FY1 5617.4 5.9 6.5 1.0 8.2 11.6
% Upside 17% FY12E 5,204.9 2.0 19.1 1.0 2.7 7.3
FY13E 6,375.1 5.0 1.7 0.9 6.3 9.9
NCC
Idirect Code NAGCON  CMP 51  FY10 4,771.8 15 2.1 0.6 11.8 12.9
Mcap (% crore) 1304 Target 55  FYN 5,073.7 6.4 2.9 0.6 7.1 9.7
% Upside 8% FY12E 5,021.9 2.1 11.4 0.7 22 1.0
FY13E 5,740.2 3.8 6.1 0.6 4.0 7.9
Patel Engineering
Idirect Code PATEN CMP 104 FY10 3,190.9 24.2 37 0.5 17.8 14.6
Mcap (% crore) 728 Target 99  FYN 3,475.9 16.4 5.9 0.5 9.4 10.7
% Upside 5% FY12E 3,307.2 14.3 7.1 0.5 7.1 9.4
FY13E 3,677.6 11.5 8.8 0.4 5.1 8.1
Hindustan Construction
Idirect Code HINCON CMP 20 FYN 4,093.2 1.1 17.3 0.8 47 8.7
Mcap (% crore) 1228 Target 17  FY12 3,988.2 -1.9 NA 0.9 -15.7 5.1
% Upside -16% FY13E 4,527.3 -1.9 NA 1.0 9.0 6.0
FY14E 5,688.2 0.4 48.1 1.0 2.1 8.6
Supreme Infrastructure
Idirect Code SUPINF CMP 324 FY10 533.3 28.3 9.9 2.1 25.2 16.3
Mcap (% crore) 543 Target 316 FYN 917.9 45.4 6.2 1.8 21.0 17.8
% Upside -3% FY12E 1,440.1 53.8 5.2 1.4 245 19.5
FY13E 1,754.3 59.6 4.1 1.1 215 20.8

Source: Company, ICICldirect.com Research
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Exhibit 6: Recommendation History
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Source: Reuters, ICICldirect.com Research

Exhibit 7: Recent Releases

Date Event CMP Target Price Rating
2-May-11 Q4FY11 Result Update 35 38 Hold
29-Jul-11 Q1FY12 Result Update 31 UR
24-0ct-11 Q2FY12 Result Update 26 27 Hold
23-Jan-12 Q3FY12 Result Update 21 20 Hold
3-Apr-12 Q4FY12 Result Preview 26 20 Sell

Source: Company, ICICldirect.com Research
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RATING RATIONALE

ICICIdirect.com endeavours to provide objective opinions and recommendations. ICICldirect.com assigns
ratings to its stocks according to their notional target price vs. current market price and then categorises them
as Strong Buy, Buy, Hold and Sell. The performance horizon is two years unless specified and the notional
target price is defined as the analysts' valuation for a stock.

Strong Buy: >15%/20% for large caps / midcaps, respectively, with high conviction;
Buy: >10%/15% for large caps / midcaps, respectively;
Hold: Up to +/-10%;
Sell: -10% or more;
Pankaj Pandey Head - Research pankaj.pandey@icicisecurities.com

ICICIdirect.com Research Desk,
ICICI Securities Limited,

1° Floor, Akruti Trade Centre,
Road No. 7, MIDC,

Andheri (East)

Mumbai — 400 093

research@icicidirect.com

ANALYST CERTIFICATION

We /|, Deepak Purswani CFA, PGDM (FINANCE) Bhupendra Tiwary MBA (FINANCE) research analysts, authors and the names subscribed to this report, hereby certify that all of the views expressed in this
research report accurately reflect our personal views about any and all of the subject issuer(s) or securities. We also certify that no part of our compensation was, is, or will be directly or indirectly related to
the specific recommendation(s) or view(s) in this report. Analysts aren't registered as research analysts by FINRA and might not be an associated person of the ICICI Securities Inc.

Disclosures:

ICICI Securities Limited (ICICI Securities) and its affiliates are a full-service, integrated investment banking, investment management and brokerage and financing group. We along with affiliates are leading
underwriter of securities and participate in virtually all securities trading markets in India. We and our affiliates have investment banking and other business relationship with a significant percentage of
companies covered by our Investment Research Department. Our research professionals provide important input into our investment banking and other business selection processes. ICICI Securities
generally prohibits its analysts, persons reporting to analysts and their dependent family members from maintaining a financial interest in the securities or derivatives of any companies that the analysts
cover.

The information and opinions in this report have been prepared by ICICI Securities and are subject to change without any notice. The report and information contained herein is strictly confidential and
meant solely for the selected recipient and may not be altered in any way, transmitted to, copied or distributed, in part or in whole, to any other person or to the media or reproduced in any form, without
prior written consent of ICICI Securities. While we would endeavour to update the information herein on reasonable basis, ICICI Securities, its subsidiaries and associated companies, their directors and
employees (“ICICI Securities and affiliates”) are under no obligation to update or keep the information current. Also, there may be regulatory, compliance or other reasons that may prevent ICICI Securities
from doing so. Non-rated securities indicate that rating on a particular security has been suspended temporarily and such suspension is in compliance with applicable regulations and/or ICICI Securities
policies, in circumstances where ICICI Securities is acting in an advisory capacity to this company, or in certain other circumstances.

This report is based on information obtained from public sources and sources believed to be reliable, but no independent verification has been made nor is its accuracy or completeness guaranteed. This
report and information herein is solely for informational purpose and may not be used or considered as an offer document or solicitation of offer to buy or sell or subscribe for securities or other financial
instruments. Though disseminated to all the customers simultaneously, not all customers may receive this report at the same time. ICICI Securities will not treat recipients as customers by virtue of their
receiving this report. Nothing in this report constitutes investment, legal, accounting and tax advice or a representation that any investment or strategy is suitable or appropriate to your specific
circumstances. The securities discussed and opinions expressed in this report may not be suitable for all investors, who must make their own investment decisions, based on their own investment
objectives, financial positions and needs of specific recipient. This may not be taken in substitution for the exercise of independent judgment by any recipient. The recipient should independently evaluate
the investment risks. The value and return of investment may vary because of changes in interest rates, foreign exchange rates or any other reason. ICICI Securities and affiliates accept no liabilities for any
loss or damage of any kind arising out of the use of this report. Past performance is not necessarily a guide to future performance. Investors are advised to see Risk Disclosure Document to understand the
risks associated before investing in the securities markets. Actual results may differ materially from those set forth in projections. Forward-looking statements are not predictions and may be subject to
change without notice.

ICICI Securities and its affiliates might have managed or co-managed a public offering for the subject company in the preceding twelve months. ICICI Securities and affiliates might have received
compensation from the companies mentioned in the report during the period preceding twelve months from the date of this report for services in respect of public offerings, corporate finance, investment
banking or other advisory services in a merger or specific transaction. It is confirmed that Deepak Purswani CFA, PGDM (FINANCE) Bhupendra Tiwary MBA (FINANCE) research analysts and the authors of
this report have not received any compensation from the companies mentioned in the report in the preceding twelve months. Our research professionals are paid in part based on the profitability of ICICI
Securities, which include earnings from Investment Banking and other business.

ICICI Securities or its subsidiaries collectively do not own 1% or more of the equity securities of the Company mentioned in the report as of the last day of the month preceding the publication of the
research report.

It is confirmed that Deepak Purswani CFA, PGDM (FINANCE) Bhupendra Tiwary MBA (FINANCE) research analysts and the authors of this report or any of their family members does not serve as an
officer, director or advisory board member of the companies mentioned in the report.

ICICI Securities may have issued other reports that are inconsistent with and reach different conclusion from the information presented in this report. ICICI Securities and affiliates may act upon or make use
of information contained in the report prior to the publication thereof.

This report is not directed 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, regulation or which would subject ICICI Securities and affiliates to any registration or licensing requirement within such jurisdiction. The securities
described herein may or may not be eligible for sale in all jurisdictions or to certain category of investors. Persons in whose possession this document may come are required to inform themselves of and
to observe such restriction.

ICICI Securities Limited has been assigned an inv banking of a group company of Hindustan Construction Co Ltd. viz, Lavasa Corporation Ltd . This report is prepared on the basis of publicly available information.
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