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CMP: % 62 Target: ¥ 70 (13%) Target Period: 12 months HOLD
May 12, 2022
Mixed bag - Reduces debt; margin guidance lowered N( ‘
About the stock: NCC is one of the leading construction companies in India with a NCC Limited
presence across varied verticals of infrastructure space such as buildings, roads,
water, mining and electrical. Standalone order book is robust at ¥ 36,303 crore. m
e  Well-diversified order backlog, robust execution capabilities, and strong focus Particular Amount
on debt reduction and working capital to characterise NCC over next few years. Market Capitalization (X crore) ~ 3,802.4
Total Debt (% crore) 1,184.1
Cash (% crore) 558.5
Q4FY22 Results: NCC’s performance was a mixed bag. EV R crore) 4,428.0
) . ) 52 week H/L () 98 / 56
e Standalone revenue mproved 19.7 %o Y.OY to¥ 3:134.3 crore backed by its Equity capital 122.0
strong order book position and pick-up in execution Face value 20

e EBITDA declined 7.9% YoY to ¥ 266.9 crore. Margin moderated to 8.5%,
down 255 bps YoY owing to input price rise

Shareholding pattern

o Reported PAT was up 110.5% YoY at % 243.2 crore. However, NCC booked Jun-21 Sep-21 Dec-21 Mar-22

an exceptional gain of ¥ 134.5 crore pertaining to profit on sale of its stake Promoters 197 197 197 197
in subsidiary company, additional area allotted to NCC Ltd and provisions Dl 1.7 115 121 123
Flls 13.0 13.3 11.6 8.9
Others 556 55.6 56.6  59.2

What should investors do? NCC’s share price has de-grown by 35% over the past
five years (from ~3% 95 in May 2017 to ~% 62 levels in May 2022).

e Sharp debt reduction has been key positive. However, margins may be see 150 20000
volatility in FY23. We, thus, assign HOLD vs BUY rating, earlier. 120 16000
Target Price and Valuation: We value NCC at % 70/share (at (9x FY24 P/E) 90 - 12000
60 8000
30 % 4000
Key triggers for future price performance: P I
2 2R 88 S8
e Firmly placed to capitalise on huge infrastructure pipeline; continued A
momentum in awarding activities to translate into healthy order inflows = ===3=2=:=
NCC (LHS) — Nifty

e Expect 10.3% revenue CAGR over FY22-24E with margins at 10%
Key Risks

Key Risk: (i) Better-than-expected
execution; (ii) Any further stress on
margins

Research Analyst

Bhupendra Tiwary, CFA
bhupendra.tiwary@icicisecurities.com

e Focus on monetisation of non-core subsidiaries to bring-in cash flows

e Unwinding of receivables to provide liquidity boost; strengthening of
balance sheet likely with gradual decline in debt
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Alternate Stock Idea: Besides NCC, we like HG Infra Engineering in the infra space.

e Quality play on segment with strong execution/robust balance sheet

Lokesh Kashikar
lokesh kashikar@icicisecurities.com

e BUY with a target price of ¥ 885/share

Key Financial Summary

X crore FY20 FY21 FY22  5year CAGR (FY17-22) FY23E FY24E 2 year CAGR (FY22-24E)
Net Sales 8,218.8 1,256.0 9,930.0 4.7% 10,927.5 12,090.1 10.3%
EBITDA 1,030.2 855.4 996.1 1.8% 1,096.2 1,212.8 10.3%
EBITDA Margin (%) 12.5 11.8 10.0 10.0 10.0
Adj. PAT 414.7 261.5 344.5 8.8% 421.2 489.1 19.2%
Adj. EPS R) 6.8 4.3 5.6 6.9 8.0
P/E (x) 10.0 14.5 1.8 9.0 1.8
EV/EBITDA(x) 5.2 6.0 4.4 4.2 3.8
RoNW (%) 8.1 4.9 5.9 6.9 15
RoCE (%) 14.7 11.2 13.3 13.8 14.4

Source: Company, ICICI Direct Research



0 Result Update | NCC Ltd ICICI Direct Research

Key business highlight and outlook
Soft order inflows in Q4; margin guidance lowered

NCC'’s order book at the end of FY22 on a standalone basis was robust at ¥ 36,303
crore (3.7x order book to TTM bill ratio), largely aided by % 9,922 crore order inflow
in FY22. However, the construction industry has faced heightened competitive
intensity during Q4FY22 with aggressive bidding for projects by various developers,
which temporarily halted the order inflows momentum for NCC (was muted at
~% 300 crore). Going forward, the management expects traction in order inflows to
improve with its strong emphasis on a) buildings: affordable housing, b) water:
higher traction being witnessed in Jal Jeevan mission, c) roads and expressways, d)
metro and railways and e) mining segments. Overall, the management has guided
for ~% 15,000 crore of order inflows during FY23. In terms of execution, it is targeting
10-15% YoY growth in topline in FY23 to be driven by a) higher executable order
book and b) pick-up in execution with 100% operating efficiency. However, the
pressure on margins is likely to remain in the near term with rise in construction
material prices such as cement and steel. With these, the management has guided
for EBITDA margin of ~10% in FY23 (vs. 11.8%, 10% in FY21, FY22, respectively).

Debt declines sharply...

NCC'’s standalone debt during Q4FY22 has declined by a whopping T 852 crore QoQ
and was at ¥ 1,184 crore as on FY22-end aided by healthy receivables being
witnessed due to clearance of old dues and improvement in payments from various
government authorities. However, its finance cost remained muted at ¥ 123.1 crore
due to a) increase in mobilisation advances, and b) rise in bank guarantee/ letter of
credit expenses. Going forward, the company expects its debt to remain in the range
of ¥ 1,000-1,200 crore with higher working capital requirements (partly to be aided
by higher profitability, and better cash flows management). Further, disbursement of
its pending dues would normalise working capital days over the medium term.

Other highlights

e Desired level of raw material unavailability and supply chain disruptions caused
due to lockdown-like situations in various cities of China due to rising cases of
Omicron variant of Covid-19 pandemic and Russia-Ukraine war has triggered a
rise in commodity prices. In turn, this impacted the margin performance in
Q4FY22. The management expects margin pressure to remain in the near term

e Andhra Pradesh contributes ¥ 4,211 crore currently to the overall order book
(including older orders worth ¥ 1,104 crore). Additionally, NCC has collected
T 328 crore during FY22, which aided its net receivables (including unbilled
revenue) to come to T 510 crore. Further, the company has received ¥ 56 crore
during Q1FY23 from the state government and expects most of its pending dues
to get cleared over the near-term

e Total order from Jal Jeeven Mission was at ~¥ 9,900 crore. Out of these, the
company has executed order worth ¥ 1,218 crore till FY22-end. As per the
management, the execution has picked-up pace with finalisation of DPRs in most
of the orders and expects to execute orders worth ~% 5,000 crore during FY23

e Prompt payments from various central government authorities and collection of
old dues drove overall working cycle improvement for NCC. As on FY22-end,
total receivables for NCC were at ¥ 2,492 crore (collection period: 92 days)

e NCC has entered into a share purchase agreement with GRPL Housing Pvt Ltd
to sell its entire shareholding in NCC Vizag Urban Infrastructure Ltd (a subsidiary
company; equity investment: ~% 50 crore; loans and advances: T 308 crore).
The total equity consideration is at ¥ 199.5 crore (to be paid in four instalments).
Out of these, the company has received first payment of ¥ 47.5 crore during
Q4FY22 with balance expected by FY23-end. Similarly, the company is likely to
realise 50% of the loan amount in FY23 and balance in FY24. The funds are likely
to be used for working capital requirements and reduce the company’s
outstanding debt

e The board of directors have recommended a dividend of ¥ 2 per equity share for
FY22

ICICI Securities | Retail Research 2
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Exhibit 1: Variance Analysis

Year Q4FY22 Q4FY22E Q4FY21 YoY (%) Q3FY22 QoQ(%) Comments

Net Sales 3,134.3 2,984.0 2,617.7 19.7 2,703.9 159 Topline aided by pick-up in execution
Other Income 45.0 24.0 21.2 112.6 19.7 128.2

Total Construction Expenses 1,489.3 1,315.9 1,172.6 21.0 1,118.6  33.1

Employee cost 115.6 128.3 89.9 28.7 112.0 3.3

Other expenditure 1,262.4 1,226.4 1,065.6 18.5 1,180.6 6.9

EBITDA 266.9 313.3 289.7 -1.9 292.8 -8.8 rise in input costs impacted margin
EBITDA Margin (%) 8.5 10.5 1.1 -255bps  10.8 -231 bps

Depreciation 45.6 46.4 43.3 5.3 45.9 -0.7

Interest 123.1 120.0 117.7 4.6 116.4 5.8

Exceptional items 134.5 0.0 0.0 NA -20.0 NA

PBT 271.7 170.9 149.9 85.3 130.2 -1,391.1

Taxes 34.5 43.4 34.4 0.4 39.2 -12.0

PAT 243.2 127.5 115.5 110.5 91.0 167.3

Source: Company, ICICI Direct Research

Exhibit 2: Change in estimates

FY22E FY23E FY24E
(R Crore) New old New % Change old New % Change
Revenue 9,930.0 11,155.4 10,927.5 -2.0 12,381.7 12,090.1 -2.4 Realign estimates
EBITDA 996.1  1,221.5 1,096.2 -10.3 1,356.5 1,212.8 -10.6
EBITDA Margin (%) 10.0 11.0 10.0 -97 bps 11.0 100" -92 bps
PAT 490.1 479.9 421.2 -12.2 569.3 489.1 -14.1
EPS R) 8.0 1.9 6.9 -12.2 9.3 8.0 -14.1

Source: Company, ICICI Direct Research

ICICI Securities | Retail Research 3



ﬂ Result Update | NCC Ltd ICICI Direct Research

Company Analysis

Exhibit 1: Quarterly order book trend Exhibit 2: Orderbook composition
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Exhibit 3: Annual orderbook trend Exhibit 4: Annual revenue trend
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Source: Company, ICICI Direct Research
Exhibit 5: Annual EBITDA trend Exhibit 6: Annual PAT trend
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Financial summary

Exhibit 7: Profit and loss statement I crore

T crore FY21
Net Sales 1,256.0
Other Income 115.6
Total revenues 7,371.6
Raw Material Expenses 2,383.2
Employee benefit expense 349.6
Construction expenses 3,481.7
Other Expenses 186.2
Total operating expenses 6,400.7
EBITDA 855.4
Interest 457.8
Depreciation 174.1
PBT 339.1
Taxes 71.6
PAT 261.5
Adjusted PAT 261.5
EPS 4.3

FY22
9,930.0
108.2
10,038.2

3,393.6
429.1
4,878.6
232.6
8,933.9

996.1

459.6
182.3
608.0
117.9
490.1
344.5

8.0

FY23E
10,927.5
113.6
11,041.2

3,734.5
472.2
5,368.7
255.9
9,831.4

1,096.2

453.8
191.4
564.7
143.4
421.2
421.2

6.9

FY24E
12,090.1
121.6
12,211.7

4,131.8
522.5
5,939.8
283.2
10,877.3

1,212.8

476.2
202.6
655.6
166.5
489.1
489.1

8.0

Source: Company, ICICI Direct Research

Exhibit 9: Balance sheet Z crore

T crore FY21

Equity Capital 122.0
Reserve and Surplus 5,242.7
Total Shareholders funds 5,364.7
Total Debt 1,788.9
Other Non-current Liabilities -

Deferred Tax Liability (41.1)
Source of Funds 7,112.4
Gross Block 2,151.6
Less: Accumulated Dep 1,107.9
Net Block 1,043.7
Capital WIP 21.5
Total Fixed Assets 1,065.3
Investments 1,230.6
Inventory 526.8
Sundry Debtors 2,660.3
Loans & Advances 330.0
Cash & Bank Balances 438.6
Other Current Assets 5,949.5
Total Current Assets 9,905.2
Trade Payable 3,714.2
Provisions 102.2
Other Current Liabilities 1,728.7

Total Current Liabilities 5,545.1
Net Current Assets 4,360.1
Application of Funds 7,112.4

FY22
122.0
5,681.2
5,803.2

1,184.1

(54.1)
6,933.1

2,354.0
1,290.3
1,063.7

1.0
1,070.7
1,156.7

781.8
2,492.2
407.8
558.5
6,775.0
11,021.4

4,280.6

116.9
2,441.9
6,839.4
4,182.0

6,933.1

FY23E
122.0
6,018.2
6,140.2

1,284.1

(54.1)
1,370.1

2,551.6
1,479.4
1,072.2
7.0
1,079.2 7
1,156.7

868.2
2,844.2
449.1
519.9
7,455.6
12,136.9

4,710.6

128.6

2,687.2
r

1,526.4

4,610.5

1,370.1

FY24E
122.0
6,409.5
6,531.4

1,384.1
(54.1)
1,861.4

2,701.6
1,682.0
1,019.6

1.0
1,026.6
1,156.7

960.6
3,146.7
496.9
628.5
8,248.8
13,481.5

5211.7

142.3
2,973.1
8,327.1
5,154.4

1,861.4

Source: Company, ICICI Direct Research
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Exhibit 8: Cash flow statement Z crore

I crore

Profit after Tax

Depreciation

Prov for Taxes

Cash Flow before wc changes
Change in WC

Taxes Paid

Net CF from op. activities

(Purchase)/Sale of Fixed Assets
(Purchase)/Sale of Investments
Net CF from inv. activities

Proceeds from Secured Borrowin
Proceeds from Unsecured Borrown
Net CF from fin. activities

Net Cash flow
Opening Cash
Closing Cash

Fy21
261.5
174.1
317.8
519.7
(47.1)
86.8
552.9

(177.0)
(130.5)
(307.5)

(108.3)
(12.9)
(123.6)

121.8
316.9
438.6

FY22
490.1
182.3
7.3
7321
230.9
(130.9)
890.4

(187.8)
73.8
(114.0)

(604.8)

(656.5)

119.9
438.6
558.5

FY23E
421.2
191.4

71.6
752.0

(467.2)

(143.4)
145.5

(199.9)
(199:9)
100.0
15:8
(38.7)

558.5
519.9

FY24E
489.1
202.6
117.9
874.8

(435.2)

(166.5)
256.5

(150.0)
(150:0)
100.0

2:2
108.7

519.9
628.5

Source: Company, ICICI Direct Research

Exhibit 10: Key ratios

I crore

Per Share Data
Reported EPS
Cash EPS
BVPS

Operating Ratios
EBITDA / Net Sales
PAT / Net Sales

Return Ratios
RoE

RoCE

RolC

Valuation Ratios
EV / EBITDA

P/E

EV / Net Sales
Market Cap / Sales
Price to Book Value

Turnover Ratios

Asset turnover

Debtors Turnover Ratio
Creditors Turnover Ratio

Solvency Ratios
Net Debt / Equity
Current Ratio
Quick Ratio

FY21

4.3
7.1
88.0

11.8
3.6

4.9
11.2
10.2

6.0
14.5
0.7
0.5
0.7

1.0
1.6
2.2

0.3
1.7
1.6

FY22

8.0
11.0
95.2

10.0
3.5

59
13.3
12.8

4.4
1.8
0.4
0.4
0.7

1.4
3.8
2.1

0.1
1.5
1.4

FY23E

6.9
10.0
100.7

10.0
3.9

6.9
13.8
13.2

4.2
9.0
0.4
0.3
0.6

1.5
3.1
2.1

0.1
1.5
1.4

FY24E

8.0
11.3
1071

10.0
4.0

1.5
14.4
14.0

3.8
1.8
0.4
0.3
0.6

1.5
2.1
2.0

0.1
1.5
1.4

Source: Company, ICICI Direct Research



ﬂ Result Update | NCC Ltd ICICI Direct Research

RATING RATIONALE

ICICI Direct endeavors to provide objective opinions and recommendations. ICICI Direct assigns ratings to its
stocks according -to their notional target price vs. current market price and then categorizes them as Buy, Hold,
Reduce and Sell. The performance horizon is two years unless specified and the notional target price is defined
as the analysts' valuation for a stock

Buy: >15%
Hold: -5% to 15%;
Reduce: -15% to -5%;

Sell: <-15%
ﬁlclcn irect.com| N 1
Investaven uo Your Fingertips BH{JE{EE—‘
ICICI Securities Ltd. 7S STARMINE j
eCUf . @:m stAwerd2012 A/
Pankaj Pandey Head — Research pankaj.pandey@icicisecurities.com

ICICI Direct Research Desk,
ICICI Securities Limited,

1st Floor, Akruti Trade Centre,
Road No 7, MIDC,

Andheri (East)

Mumbai - 400 093
research@icicidirect.com
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ANALYST CERTIFICATION

|/We, Bhupendra Tiwary, CFA, MBA, Lokesh Kashikar, MMS, 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 views
about 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. It is also confirmed that above
mentioned Analysts of this report have not received any compensation from the companies mentioned in the report in the preceding twelve months and do not serve as an officer, director or employee of the companies mentioned in
the report.

Terms & conditions and other disclosures:

ICICI Securities Limited (ICICI Securities) is a full-service, integrated investment banking and is, inter alia, engaged in the business of stock brokering and distribution of financial products.

ICICI Securities is Sebi registered stock broker, merchant banker, investment adviser, portfolio manager and Research Analyst. ICICI Securities is registered with Insurance Regulatory Development Authority of India Limited (IRDAI)
as a composite corporate agent and with PFRDA as a Point of Presence. ICICI Securities Limited Research Analyst SEBI Registration Number — INH000000990. ICICI Securities Limited SEBI Registration is INZ000183631 for stock
broker. ICICI Securities is a subsidiary of ICICI Bank which is India’s largest private sector bank and has its various subsidiaries engaged in businesses of housing finance, asset management, life insurance, general insurance, venture
capital fund management, etc. (“associates”), the details in respect of which are available on www.icicibank.com.

ICICI Securities is one of the leading merchant bankers/ underwriters of securities and participate in virtually all securities trading markets in India. We and our associates might have investment banking and other business relationship

with a significant percentage of companies covered by our Investment Research Department. ICICI Securities and its analysts, persons reporting to ysts and their relatives are g lly prohibited from maintaining a financial
interest in the securities or derivatives of any companies that the analysts cover.

Recommendation in reports based on technical and derivative analysis centre on studying charts of a stock's price movement, outstanding positions trading volume etc as opposed to focusing on a company's fundamentals and, as

Our proprietary trading and investment busil may make i decisions that are inconsistent with the recommendations expressed herein.

ICICI Securities Limited has two independent equity research groups: Institutional Research and Retail Research. This report has been prepared by the Retail Research. The views and opinions expressed in this document may or may
not match or may be contrary with the views, estimates, rating, and target price of the Institutional Research.

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 a reasonable basis, ICICI Securities is 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 might be 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 shall 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 ise of ind fent jud by any recipient.
The recipient should independently evaluate the investment risks. The value and return on investment may vary because of changes in interest rates, foreign exchange rates or any other reason. ICICI Securities accepts no liabilities
whatsoever 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 or its associates might have managed or co-managed public offering of securities for the subject company or might have been mandated by the subject company for any other assignment in the past twelve months.

ICICI Securities or its associates might have received any 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 managing or co-
managing public offerings, corporate finance, investment banking or merchant banking, brokerage services or other advisory service in a merger or specific transaction.

ICICI Securities or its associates might have received any compensation for products or services other than investment banking or merchant banking or brokerage services from the companies mentioned in the report in the past

twelve months.

ICICI Securities encourages independence in research report preparation and strives to minimize conflict in preparation of research report. ICICI Securities or its associates or its analysts did not receive any compensation or other
benefits from the companies mentioned in the report or third party in connection with preparation of the research report. Accordingly, neither ICIC| Securities nor Research Analysts and their relatives have any material conflict of
interest at the time of publication of this report.

Compensation of our Research Analysts is not based on any specific merchant banking, investment banking or brokerage service transactions.

ICICI Securities or its subsidiaries collectively or Research Analysts or their relatives 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.

Since associates of ICICI Securities and ICICI Securities as a entity are engaged in various financial service businesses, they might have financial interests or actual/ beneficial ownership of one percent or more or other material
conflict of interest various companies including the subject company/companies mentioned in this report.

ICICI Securities may have issued other reports that are inconsistent with and reach different conclusion from the information presented in this report.

Neither the Research Analysts nor ICICI Securities have been engaged in market making activity for the companies mentioned in the report.

We submit that no material disciplinary action has been taken on ICICI Securities by any Regulatory Authority impacting Equity Research Analysis activities.

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.
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