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Ladics and gentlemen, good day and welcome to the NCC Limited Q2 FY'18 Results
Conference Call hosted by Dolat Capital Markets. As a reminder all participant lines will he in
the listen-only mode and there will be an opportunily for you to ask guestions afler the
presentation concludes. Should you need assistance during the conference cali please signal for
an operator by pressing %" then ~07 on your touchtone phone. Please note that this conference is
being recorded. T now hand the conference over to Mr. Shravan Shal from Bolat Capital, Thank

you and over o you Sivt

Thank you. Good evening everyone. 1 would like 10 welcome you all for Q2 FY2018 Results
conference Call of NCC Limited. We thank the management for giving us the opportunity to host
the call. From the managemeni we have Mr. Y.D. Musthy - Executive Vice President - Finance,
Mr. 5. V.N. Bhanoji Rao - Vice President - Finance, and Mr. RS, Raju — Associate Director
Finance and Accounts. Withoul wasting much time, I would now handover the floor to the

management for their opening remarks and then we can have Q&A. Over 1o you Siy!

Thank you Shravan. Good evening everybody, I am Y.D. Murthy, Executive Vice President -
Finance from NCC. I have my colleague Mr. Sivarama Krishna with me, Manager Finance,
Unfortunately Mr. Bhanoji Rac and Mr. R.S. Raju were not able to participate. They ave in some
other meeting today but we will take the conference call forward. Initially [ will make my

opening remarks and after that we will have a question and answer session.

In the second quarter of ¥Y 2018, we have donc a lotal revenue, i.c., the topline of Rs. 1,342
Crores. That includes other income of Rs.42.2 Crores and EBITDA of Rs.124.4 Crores, Le. about
9.6% EBITDA margin and PAT of Rs.20.3 Crores, ie, 1.5% PAT margin, The topline is badly
impacted mainly because of the GST and perhaps many of the participants may be aware, we

have also taken expert opinion and all that. Whatever billing that we are doing to the client from

st July 2017, we are giving it as & tax invoice, that is the services component plus the tax
component. Based on the advice given by our experts, we have taken only the services
component into our tumover because now GST is considered as a tax collected by us and
deposited in the government, that is a tax collecied by us on behalf of the government. So, the
topline is impacted, but that is going to be temporary in nature and also there are cerlain issues
particularly, in terms of vendors submiiting the various raw materials and also various equipment
for the construction projects, there were certain delays again because of the difliculty in the first
quarter of the GST regime. All these have impacted the fopline as far as the second quarter is

concerned, but nevertheless, we are confident there will be good improvement as we go forward.

Fhe finance cost has come down to Rs.88.8 Crares in Q2 as compared to Rs.98.6 Croses in the
Q2 of the previous year and as for six months® finance cost is concered, we achieved a evel of
Rs.174.9 Crores as compared 1o Rs.192.6 Crores in the previous year's first six months. So, good
improvement in saving {he finance cost. Depreciation is at Rs.29 Crores for the Q2 which is in
line with simitar number in the Q2 of the last year. Cash profit is about RsA49.3 Crotes as

compared 10 Rs.79 Crores in the previous year. The company has booked other income of
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R$.42.2 Crores. Out of that, Rs.36 Croves is on account of inferest come and misceilancous

mcome is about Rs.2.5 Crores and profit on sale of fixed asset is about Rs. .4 Crores.

As lar as the detatls of {he {inance cost is concerned in the second guarter. Rs.88.8 Crozes of
finance cost was achieved and in this interest o lerm loans is Rs 3.0 Crores, inferest ony cash
credits and WCD iy Rs.534.5Crores, interest on mobilised advance is Rs.12.3 Crores. interssst on
others s about Rs.l Crore, bank guarantee commission Rs. 17 Creres, 1LC commission Rs.2.4

Crores and other finance service Rs.0.5 Crores, totally Rs.88.8 Crores.

Debt on the balance sheet as at 3{)“] September 2017 is about Rs.2035 Crores. Order book, there
is a good improvement, We have achieved ap order book of about Rs.21,909 Crores at the end of
the Q2. Now, | will give you the bifurcation of the order book, The debt al the end of Q2 s

Rs.2035 Crores.

Al the begimning of the year, we had an order book of Rs.18,088 Crores. In this, the building
segment is Rs.7,730 Crores, Roads is Rs.563 Crores, Water, Environment, and Railways is
Rs.3349 Crores, Electrical Rs.1609 Crores, Irrigation Rs.1,904 Crores, Power and Metal Rs,99

Crores, Others nil, Mining Rs.1874 Crores, International Rs.962 Crores.

Orders executed so far — before that 1 will give you the new orders received in the current year, in
the first six months, Buildings Rs.4,381 Crores and Roads Rs.383 Crores, Water, Environmen,
and Raitways Rs.2,521 Crores, Electrical Rs.684 Crores, Irigation Rs.900 Crores, Power and
Metals ne order, Others Rs.489 Crores and Mining ne orders, Inlernational no osder. So, total
orders received in the first six months of the current year is Rs.9,358 Crores. In this, orders
excculed, Buildings Rs.1,659 Crores, Roads Rs.186 Crores, Water, Environment, and Railways
Rs.1034 Crores, Electrical Rs.261 Crores, Irrigation Rs. 131 Crores, Power and Metals Rs, 19
Crores, Others nil, Mining Rs.6 Crores, International Rs.287 Crores, total orders executed

Rs.3,583 Crores.

So, the balance of orders at the end of September 2017, including GS7, Buildings is Rs.10,451
Crores, Roads is Rs.760 Crores and Water and Environment is Rs.4.836 Crores, Electrical
Rs.2032 Crores, hrrigation Rs.2,673 Crores, Power and Metals Rs.80 Crores, Others Rg.489
Crores, Mining Rs.1,868 Crores, and International Rs. 675 Crores, total is Rs.22,864 Crores. This

figure includes GST also on the new orders received in the Q2.

Now what we have d(mé is, we have removed the GST from the order book and given a net
figure of orders minus GST. In Buildings the component of G8T is Rs.£,.244 Crores, in Roads
Rs.77 Crores, in Water and Environment Rs.125 Crores, Llectrical Rs.192 Crores, Jrrigation
Rs.23 Crores, Power and Metals Rs. 8 Crores, Others Rs.52 Crores and Mining Rs.235 Crores,
total is Rs.1955 Crores. So, the net balance of orders afler adjusting for GS7, Buildings Rs.9,207
Crores, Roads Rs.684 Crores, Water and Environment Rs 4,711 Crores, Flectrical Rs. 1840

Crores, Ivigation Rs.2650 Crores, Power and Metal Rs.73 Crores, others Rs.437 Crores, Mining
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Rs.1633 Crores and International Rs.675 Crores, total orders on the books ol the company at the

end of the Q2 Rs.21.909 Crores after removing the GST component.

So. this is as for as the order book is concerned and in the month of October. we received new
orders ol nearly Rs.6,200 Crores and the order book at the end of Ccetober is about Rs. 28,109
Creres. The order reeehas been pretly strong in the {irst seven months of the current vear, we

received Rs 14,886 Crores ol orders.

As far as the Joans and the advances are concerned o subsidiaries and associales. the figure at the
end of the Q2 is Re.609.6 Crores, il is more or less same like Q1 of FY 2018 when the figure was
Rs.005.4 Crores and the ivestment in associales and subsidiaries, it is Rs.999.4 Crores as
compared to Rs. 1043 at the end ol the 1. Exposure o group companies, i.¢ loans and advances
plas investments put together has come down to about Rs.1609 Crores compared 10 Rs.[1648

Crores at the end of the Q1.

Retention money in the books of the company at the end of Q2 is about Rs. 1,719 Crores, cash
and bank balance is Rs.94.9 Crores. Inventories, raw material al cost Rs.299.9 Crores, work-in-
progress al contract rate jess profit margin Rs.1014.6 Crores, property development cost at cost
about Rs.15.3 Crores, total inventory is Rs.1,329.9 Crores. Trade receivables Rs.1,906 Crores,
debt collection period, there is a jump in the debt collection period mainly because of the GST
and related problems. At the end of Q2, it is about 105 days, the previous quarler it is about 88

days.

Bank guarantee of Rs.291.5 Crores was invoked by one of cur clients and we have fully met the
liability on account of the bank puaraniee wilhout any problem and we have also maintained io
see thal our accounts are regular with the banking system. In any case we have gone for an
arbitration award in this project, il is a power project we are executing as EPC contractor and
subject to arbitration award, we are very confident as our retention money of Rs.360 Crores is
lying with the client, and also our final RA bill of Rs, 100 Crores is lying with the chent, So,
based on the discussion we had with our statutory auditors, we have not made any provision but
definitely we have seen 1o il that there is no irregularity in our bank accounts on account of this
bank guarantee invocation. That is all from the management side, now 1 request the participants

to ask their questions.

Sure, thank you very much. We will now begin with the question and answer session.
Participants whe wish 1o ask a question may press "*" and “1" on their ouchtone tetephone. If
you wish to remove yoursel{ from the guestion quene you may press "*" and 2", Participants are
requested to use bhandsets when asking questions, We have the {irst question from the line of

Parkishit Kandpat from HDFFC Securities. Please go ahead.

1 Murthy Sir, just wanted to know this real estale menetisation which we have done, so what

were the proceeds amounting to in this and how much we have received?
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Which real estate monetisation you are talking about?
TeHapur city. you said there is a Rs.59 Croves of exception.

That money s yel to be received, Since we send the memorandwm ol agreement with the
incoming investor, and based o the MOA we have alieady made a provision for the potenzial of
nearly Rs.59 Crores so that is reflected m our balance sheet. The money will be received within
90 days afler the inrvestor gets the state government approval, thal process is o He has givien us
an advance of about Rs.25 Crores that is (o the project company 1o Tellapur Technocity P rivate
Limited and the balance money wiil come on or before (:ih March 2018, 90 days window is given
to them and we have gone and met the Minister and the HMDA officials concerned to seek their
blessings both the incoming investor and outgoing investor. The government is supporting the

process, so I do notl think there is going fo be any problem in that,
And what 35 the balance amount to be received?
We arc likely (o receive about Rs.03 Crores.

And the entire diminution in the value of investment has been recorded during this quarter, there

is no further?
Yes.

Okay and sir, these new orders, which you said you have got in October, if you can just specify
in which segment these orders, have been won. 1 would understand largely this is the Building

segment or Rs.6200 Crores

We received the big orders, aboul Rs.2000 Crores in the Capital Region Development Authority,
government of Andhra Pradesh for the new capital city of Amaravathi. It is a big order and is to
be executed in 12 months and we are fully geared to exccule that and also we received one more
order of about Rs.635 Crores towards construction of residential accommodation for the MLAs
and the 1AS officers in the Bureaucracy, in the new capital ¢ity, these arc the two big orders, We
got one order from Pune metro also second about Rs.321 Crores, like that number of orders are

there.

Sir, this 12 months execution period for this...] anderstand this entire Rs.635 Crores of orders is

from Andhra Pradesh?
Yes.

So, have we received any advance here and how are we?
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10% advance is there. we recebved, we have recently given the performance bank guarantee.
Naow, the client will calt us for signing the constraction contract and ence that is signed. we wiil
become eligible for mobilization advance. All these orders are with mobilization advance,

Is there inlerest fee or how much is the rale of inferest on them?

Interest fee is ihere | think 1t is around 9% - 10%. T am not fully aware at this time unless they

mention it in the contract: some interest is definitely there.

We are confident of achieving this, exceuting itin 10— 12 months?

Yes, that wiil add nicely to our topline.

So, any puidance like in the medium term, you said that this year you are expecting afler GS7T we
are expecting mutant growih, only flastish kind of a frend. But for FY 2019 any colour on the
guidance, his is a big order so it can release swing oa the topline?

See, we normally work out a business plan based on the order book and also the expected orders
in the remaining five months of the currenl year we can definitely generate a good growth in the
{opline but right now I cannot stick out and tefl you the number for FY2019. See, I would like 10
tell all the participants please restrict your questions fo two and total questions we take up is only
about 20 questions, that is from 20 participans,

And the last one Sir, trade receivables you said is Rs. 1906 Crores, right?

Yes, that is right,

Thank you. I will join the queue.

Thank you. The next question is from the line of Nitin Arora from Aviva Life. Please po ahead,

Sir, my first question was related to this performance guaraniee encashment which happened in
November. 1f' 1 am not wrong, this is the power plant, which you are doing with the 1LFS, which

is Itimachal Sorang, right?
No, not that, [t is a Nellore Power Project. The thermal coal project, here we are EPC contractor,

Sir, when this bank guaranice got encashed, so you have given the FDR there itself of Rs.300

Crores?
Why should 1 give? There is no FDR. See, the beneficiary when invokes he bank guarantee, the

banker wilt tell me to provide the funds and if’ T provide the funds, he will debit my account.

LEven if' | do not provide the funds, he will debit my account but it will result in a default or
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irregularity in the aceoumt. So. we avoided all that because we knew beforehand that this BG is

fikely to be fnvoked and then we were able (o take care of the requirement of the payment.

Sir. can you just elaborate a little bit what really happened here? Why has he gone for a bank
guaranlee encashment and when this happened in November, our debt has already reached
Rs.2000-Crore number? How do | look Jike when the balance sheet looks like in the year-end
when you have already provided for this Rs.300 Crores of he has already done the encashment,
which you have already paid to your banker, So | am just saying that normally the companies
have to provide the FD. 1 you would have deducted it, 1 am saying it that way, if yvou could

claborate a little bit.

No, you are confusing. At the time of issuing bank guarantee, the bankers will ask for a cash
margin and that cash margin is put in FD, whereas in our case, because of our relations with the
bankers and because of outstanding we are getting all bank guarantees without any cash margins,
Now, as for as invocation is concerned, XYZ, whoever invokes the bank guarantee, he will call
upon the banker and asks him to pay because it is unconditional bank puarantee. The banker in
tum wifl tel} us your BG is invoked, provide the funds. That is all. Now, you are asking the
background see this is a Nellore Power Projecl, Sembeorp Gayatri is the client and EPC contract
was executed by us but there were some delay in execution, There is a Chinese supplier who
supplied the BTG and there is & delay in supply afse and 1 am the prima facie contractor bug the
delay is there on behalf of the supplicr, to that extent | will not be questioned or there witl not be
liquidated damages on me, if there are detays in supplies by the supplier and those Hquidated
damages, the owner can levy on the supplier. So, that is the background. Now, we have given
enormous BGs as per the schedule, we have given them mobilization BGs also and the
mobilization advance BGs have been already adjusted in our rnning bilis and all our mobilized
advance guaraniees have been returned to us and subsequently cancelled. Now, this performance
BG, because the client feels, the owner feels that there is a delay and he can levy liquidated
damages and so he invokes the performance BGs, Now, we have gone to arbitration and the issue
will be decided there and we took a stand, when my retention money is already with you, when
my final running bill is not paid by you so far, why should we invoke the bank puarantees. That

is the stand we took and let the arbitration decide.

Sir, my second question was respect 1o this exceptional item, which you booked against the profit
on sale of investinent of a real estate project, What was the investment amount you bad done here

against that you have taken a diminishing valuc of Rs.58 Crores?

Yes, our total nvestment in this project is, it is for Tellapur Technocity, it is Rs.158.3% Crore
development in the cutskints of Hyderabad city. We have Tishman Speyer; a New York based
rea) estate developer and ICICT Ventures as our partner and because of a variety of reasons and
the project could not go forward for 10 years. We invested way back in 2007 and the fund raise
of both Tishman Speyer and ICICT Ventures expired and both these partics wanted 1o exit fiom
the project. In the meantime. because the project originally was for 400 acres and the

development agreement was also signed for 400 acres and because the government does nol have
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title for nearly 300 acres, there is & High Court order saying that the govermment has no titling.
So. we requested the state government to downsize the project to 100 acres for which the 1money
was paid way back in 2007, They were considering it positively but in the meantime. these (wo
funds, because their fund life is over, and they have international investors, both of them wanted
1o exit from the project and with the concurrence of HMDA and the state government, we started
looking for alternate investors and ultimately we were able 1o zero in on potential investor to sell
the project on as is where is basis, which means he should get all the approval rom HMD A and
the government, The MOA was signed on November 6, our investment is Rs.158.39 Crores and
we are likely 1o get about Rs.63 Crores as the consideralion because there is a diminution in the
value of assel. The other two partners are also suflering similar losses and the 1otal loss for us is
Rs.95 Crores and carlier we had made provision for about Rs.36.36 Crores and balance provision
ol about Rs.59 Crores we made in this quarter based on the MoA signed bul the amount is yel to

be received.,

Mr. Murthy just a very small question before 1 wind ap, there is no doubt that our order infake
has been very good as compared Lo the other players who have always been giving a GST issue
where the orders they were not able o win and the GST was a problem for that. Now, given: that
there are some orders, which we need 1o execute very fast, when we lalk about NBCC order or
the Andhra order. Do not you think it could pressure our margins given the subcontractors, which
generally comes in power or the supplier generally arm twist because you need o complete some
projects momnitoring by the PMO office, so just need your take on the margins? Thank you very

much.

See, first of all, the AP Road Project is Rs.2000 Crores and it is to be completed in 12 months.
As for as the technical capability stands, which means we have 1o bill the client or exceute a
project of say Rs.170 Crores or Rs 180 Crores every month. We have got the eapabilities.
Recently we completed aboul Rs.1700 Crores road project in UP, that Lucknow Express Way,
we have completed in one year of schedule and we have pot the manpower and resources
available and if the client supports us and if the clieat is able to pay our bills on time, as far as (he
company is congerned il should not be a problem. Likewise if you look at the NBCC order, again
i is about two years period, is only a building contract we have got strong exceulion capabilities
in buildings and off late buildings are being completed at a faster cliff mainly because of the
technology available and also the execation capabilities availabfe and mechanization that has
happencd. We are confident we will be able to execute and the plus side is all these will add to
my topline going reward in a nice manner. So | am actualiy recouping the loss of turnover in the
second quarler in the remaining two quarters of the current year and also provide a top line

growth of much higher level, say 15% or 20% for FY 2019.
Thank you very much.

Thank you. We take the next guestion from the line of Abhinav Bhandari from Refiance Mutual

Fund. Please po ahead.
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Good evening Sir, just couple of clarifications. One is on this performance of bank guaraniee
apain, since the client has encashed your bank guarantee as you mentioned that the suppiiar or
the I3T¢ contractor was the one was you know actually involved do vou also have the case

encash ol the hank guarantee of the supplier given that you are in between this chain?

No. it is not Jike that, 1 wili explain you, There is & tripartite agreement between the supplicrs and
the EPC contractor and the owner and liquidated damages for delay in supply have to be bome
by the supptier and whatever delay in execution, because i am prime EPC contractor, suppose
there is & total detay of 700 days, out of that supplier delay 300 days. So, the client can ask me to
pay the Hguidated damages for the balance of 200 days. It is clearly writlen in the ipartite

apreement hehween the three parties. That is where the problem staried.

Okay and just couple of rather clarifications — one is, this Joss on the investment is actuaily non-
cash item, right beeause when you spoke cash profit in the quarter, you said Rs.49 Crores. So, |

am assuming it is a non-cash item. Cash profits have to be much more.

Cash profit, | told you Rs.49 Crores that includes net profit plus depreciation
So, this Joss on investment is a non-cash iem actually right or is it & cash item?
It is not a cash jlem.

Fine, and one mere clarification, In the press release you mentioned that the management expects
1o equatize the topline, which you did last year. This you are referring te the GST bill revenue,

which you did last year or excluding GST kind of revenue?

Last year there is no GST, in 2017 only there is GST. So, 1 will elarify. We have done 2 topline
of Rs.8000 Crores last year. We were giving a guidance of 10% growth which means we should
in FY 2018 Rs.8800 Crores but because off GST and because of what happened in the Q2. we are
thinking that may be Rs.8000 Crores — Rs.8800 Crores guidance may not be achieved bul (here
will not be any negative growth as for the current year is concerned. Definitely we will reach the

number of Rs.8000 Crores plus, thal is what we are saying now.

Gol it Sir, because from your ietevision inlerview there was some confusion, which emerged out

of it. Thanks for the clarification Sir.

Thank you. The next question is from the line of Subramanium Yadav from Subhkam Ventutes.

Please go ahead.

Subramanium Yadav: Sir just wanted to understand, after the GST impact, whether our run rale of quarterfy execution

would be around Rs.2000 odd Crore or would that also fake a hit because of the adjustment and

all?
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No. it will be around Rs.2000 Crores, In fact, in the Q2 what has happened, I will explain. There
are certain irrigation and water projects given by various state governments. which are ¢ xemypt
from service tax, Earlier till lune 30, T have enjoyed the service tax exemplion on those projeets:
service tax is about 14.5%., right. From July 1. GST has come and the understanding is sorvice
tax is replaced by GST, ie., say around 18% but the issue is the client was not able 10 1l us
clearly, whether the GST exemption or equivalent of service tax exemption be available in the
GST regime. So for a month or two, though the work has been done. we have not done the billing
because unless we gel clarity from the client side because they were all statle governiment
agencies, they were alse ascertain frorm IRRs up and once 1bill it. 1 will have 1o pay GST. So this
has impacted the topline to some extent bul alf these things are gelting sorted oul quickly ane by

one and from Q3 onwards, this problem will not be there.
Okay, Sir can you quantify the amount {or which you have not billed yet?

No, on account of GST, in the Q2 impact is about Rs.305 Crores and what is not billed is myay be
around Rs.250 Crores. Some we could not execute because the supplicrs were not able (o provide
us the raw material and the equipment required. So, combination of all these things put together

we suffered a G871 impact in the topline in Q2 of nearly Rs.500 Croves.

Okay and Sir the margin in this quarter was quite high at 9.5%. Going forward also can we

expect this kind of 2 margin or at 9% only?

That 53 a blessing because of GST.

So this kind of margin can sustain,

The turnover has come down but the same margin is there, so the margin as a percentage has

improved but nevertheless we gave a guidance for FY2018, the EBITDA margin around 9.25 to

9.5, L am confident we will be able Lo achieve that,

Subramaniam Yadav: Okay and Sir in terms of that projects like in AP and NBCC what are the liability clauses we are

Y.D. Murthy:

Subramaniam Yadav:

Y.D. Murthy:

not able 1o execute the project in one year and one and a half year, so in the agreement there

would be some liability clauses right?
1am not aware of that. First of all the construction contract is yet to be signed, unless it is signed
and we go through it 1 will not be able to comment on that, NBCC 1 think is there, bul i is stifl

nol there with us, there should be a normal usual construction contragt liabilities as a contractor

may be there but urless I see that I will not be able 1o comment on that.
Okay so normally what are the liabilities in terms we are not able to do it?

No, delay in the execution some Jabilities wilt be there from the client side tikewise right of way

of issues will be there as far as the owners® side is concerned. . ..
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Okay $ir but in building contract there would not be any right of way right. so...

Nol building, sce right of way in building means, there is an existing building that needs 10 be
demolished and then it is fo be give it to us and our drawing approvals ete. is required well in
time and all these things will be nommally recorded in a bipartite meeting with the client and
circulated and accepted by both the partics. So all these things will be taken into account when

the project is coming to a clause.

Okay. And Sir just to dwell on the Rs. 2000 Crore order on the AP you mentioned building what
is the high rise kind of a thing,. is it one plus two kind of a thing or one plus five floor kind of a

building?

AP 1 avas talking about the ring road, outer ring road of the new capital city Amaravisti, the

NBCC is & high rise building 1 think it is about 10 10 12 storics is there that is an issue forus.
Okay fine Sir. Thank you.

Thank you. The next question is from the line of Amber Singhania from AMSEC. Please go
ahead.

Hi Sir, thank you for taking my question. Firsi thing if you can just explain the lax write back
which we have done, this is on what account how much more is pending and what is your annual
tax rate poing forward?

Mr. Shivaram Krishna will answer this.

Farlier tax provisions what we have made in the first quarter itself and we have reversed it to the
extent of Rs. 38.5 Crores on account of favorable order perfaining to the 3V, that is the 80IA
exemption earlier got rejected and now it is allowed. The impact on faxes Rs. 38.5 Crore on
account of reversal of earlier provisions and we received an interest of 17.8 Crore. All of this tax

is shown as negative. I think as a year, we can end up what we reported in the last year which is

around 15% to 16%.

[5%-16% on a full year basis. You mentioned Rs. 38.5 Crores and 17.8 is the interest on that

which is silting on the other income?

Yes, correct.

Any further write back is pending or expected to come in (3, Q4 Sir?
As of now we don’t have any information.

Sec this on basically 80-1A exemption which we have claimed, which was turned down af the

assessing oflicer level, now it has gone Lo Income Tax Circulate Authority and they have upheld
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our clain and also made payment with interest. We received similar payments fast vear and (he

vear before, T think it is coming to an end now.

Okay. Sir sceondiy on the balance sheet side our debt has again gone back 1o around 20003 fevel
now some Rs. 500 Crores, Rs 1600 Crore assuming this bank guarantee money which you have
paid is ot coming back immediately because it is under arbitration now what is your outlook on
the overall debt position for the full year as well as working capital and also if you can highlight
about the Rs, 100 Crores money which you are supposed o receive from the real estate

subsidiary, are we still holding those guidance true, so i you can just highlight on these parts?

Yes, see first of ali the debt standatone balance sheet debt is Rs. 2035 Crores, the previous
quarter is about Rs, 1800 Crores, so about Rs, 200 Crores increase is there from Q1 o Q2 and
also you should appreciate, there is 2 momentum in cur order booking and execution, so naturally
more funds are required. As far as the BG invocation is concerned that happened on 7
November and that 1o some extent, the cash flow is impacted definitely yes, bul you also have (o
appreciate and also keep in mind that we have bagged as on today nearly Rs, 28,000 Crores of
orders and all these orders are coming with mobilization advance which is about 10%, some have
been received, some are yet to be received which means what, about Rs. 2800 Crores of cash
flow is going 10 be there on accounl of mobilization advance and our experience is normally
mobilization advance o be ulilized in a particular project takes about five (o six months, so cash
flow wise, we belicve we are very comfortable definitely the mobilization advance will be used
for the project for which it is given bul relative adjustment is always possible o take care of any
eventuality like a big bank guaranice of Rs, 291.5 Crores being invoked. So we are very careful
on this aspect and we will try 1o see that (he debt levels are al reasonable level. And as far as the
subsidiary is concerned, the sale is yet to happen, We understand that by March 2018, the sale of’
properties identify will happen and they will be able to repay the foan taken from: their end up to

an amount of about 100 Crores.

Sir on the working capial side, i you can throw what is your puidance for the fulf year where we
see ourselves because it has gone up a bit in this quarter, I assume it is also because of the GST

impact 50 are we seeing it gelting normalized by the year end and al what level we see it?

Working capital cycle got somewhal distorted, but things are improving again in October —
November some improvement is there, 1 am very sure we wiil bounce back and the working
capital facilities that we enjoy from the consortium from bank is about Rs. 2058 Crores. [ think
we are using it in full. Other than that we got some machinery loans and equipment finance and
some hifl discounting. So overall we are very careful to see that the loans on the books of the
company are notl growing abnormally high and also the other important aspect is normally in the
month of March because the clients are closing their books, we receive lot of payments
particularly in the second hall of the month of March and those money as and when we receive
will be parked in our CC accounts, cash credil accounting depressing the year end debt ievel and
that is likely 1o happen in the curent year also. So | believe it shouid not be much of & problem

as far as the standalone debt is concerned.
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No Sir | was tatking about net working capital, are you confident about maintaining the similar

Jevel of tast year we had around 37 days of net working capital in FY2017?

Yes, in the second quarter we already okl you debt collection period has gone up abnormally
high because of some payment delays by the client again because of GST but all these are being
sorled out. In the first quarter we reported debt collection period of about 88 days and before (hat

it 1s about 75 days we wili bounce back 1o below 90 days in the Q3 itself
Okay thank youn Sis.

Thank you. The next question is from the line of Abhijeet Vara from Sundaram Mutual Fund.

Please go ahead,

Thanks for taking my question. Just one clarification on this bank guaraniee in Q3 will you be

taking it 1o the P&L exceptional items?

No there is a loss as such. See they have evoked a bank guaraniee and have paid the moncy is
now arbitration will decide, see my is relention money of Rs. 360 Crores is there with the same
client, my final RA bill of Rs. 100 Crores is with the same client 360 + 100 that is 460 and there
is no reason why 1 should book a loss because my BG is invoked. See | have got bank guarantee
limits of Rs. 8000 Crores and sometimes it happens that the client will invoke the BG and we
have to answer that, we discuss with the client, we settle il across the table but we see 1o that we
do not defaull as far as (the BG payment is concerned on invocation that is what we have done

CVET oW,

Is there any possibility this BG amount might come back to you or some portion mighl come

back to you?

1t should, why it should not come back, in fact our arbitration case is there is no case for invoking
the bank guarantee. They said they have put liquidity damages on us whereas we told that my
retention money is still with you, my final RA bill is still with you. Even if you have any
liquidity damages to be levied on the FPC contraclor, they can be existed out of the money

payable to the EPC contractor without taking a drastic step of invoking the performance BGs.

Yes, Sirthat is in the worst case but as of now as things stands now, you think that 360 plus 100

plus the 291 of bank guarantee can come back to you?
Yes, absolutely, in fact that is our case, we are telling them they have to pay Rs. 700 Crores.
Okay Sure Sir and my second question 8ir, 1 just wanted 10 check, il you can share {he run rate of

revenues in Q3, how has October and November being, are all the GS7 related issues behind us,

have the bifling been progressing smoothiy?
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Some improvement is there but to be very frank with you I do not have the numbers it will ake a
while before we get the 33 numbers. We would normalty have a review meeting mipht be by the
end of this month that 1ime perhaps 1 will be able to get the number and T will be able 1o share it

with you.

Sure Sir. just one last question. What will be the amount of orders which will be 12 1o [5 maonths

of execntion in your arder book, the total quantum of orders?

1 wili flag this matter. Right now 1 do not have the quantum but [ teld you one road project of Rs.
2000 Crores project in 12 months some of the electrical projects are for shorter peried 12 months,
15 months, 18 months like that, buildings are 24 months and above usually. We will look at the
orders that are available with us up to 15 months and give you the numbers. You send me e-mail

Fwill take care of that,
I will e-mail you Sir. Thank you.

Thank you. The next question is fom the line of Vivek Sharma from DHFL Pramerica Mutual

Fund, Please go ahead.

Sir good evening, In case of your contractor for the power project decides Lo levy an exit for you,

will you get it back from the equipment supplier or how it pan out?

No he has to levy liquidated damaged on the equipment supplier for the delay in supply of
equipment BTG right, and ] am he prime agency contractor and 1 am responsible for erection
also and I am responsible for various activities. So they have 1o segregate these two things, in
fact they have raised a demand on the BTG supplier also and our condition is whatever delay is
there on account of the supply delay that should not be added to my liquidity damages and that is

already inputted in the tripartite agreement.

So you do not foresee any major impact of this LD hitting you?

Yes.

What kind of margins do you expect in Y2019 given the growih that you would expect?

See first of all FY2018 our guidance is about 9.25% to 9.5% EBITDA margin and in the second
quarter we aheady achieved but for the first six months it is about 8.9%. FFor the year as whole
surely we will go above 9% so may be 9.2%-9.25% or so FY2(19 we have o see again the order
mix and the excewtion issues like GST and ali there could be further improvement in EBITDA

margin in FY2019 may be achieve say around 9.5% te 9.75%.

Thank you and best of luck.
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Thank you. Next question is from the line of Vibhor Singhal from Philip Capital. Please go

ahead,

Good evening, Sir. Thanks for taking my question, Sir just two questions one is again I woudd just
wint (0 detve a bit further on the GST impact that vou quantified (or the revenue as 500 Crore so
you mentioned 1hat around 250 Crores of work that you had done was nol able to be hilled am 1

right about that?
Yes.

Sir but T mean that number i we have exceuted should be executed somewhere in the batance
sheel iteyn in terms of inventory work-in-progress, our inventory is actually come down since
those March levels by almost arcund 200 Crores so just wanted 1o get a clarity on that is basically
do we expect this 250 Crores o recover in the next coming quarier and then there is a over and

above that {here is an execution in the next two quarters that you are looking at?

My understanding is Rs.250 Crore is already billed in the month of Oclober and November and

alrcady some payments are also received.

Okay and over and above that of course the growth execution that you do in the month of two

quariers will be definitely over and above that?
Yes.

On the same front Sir on the deblor side T mean as you had mentioned that cur debtor collection
period has gone up if | look at the {olal debtors reported i the balance sheet that of course
includes the retention money has gone up by around 489 Crores to 500 Crores approximately in
the last six months itself so | mean we were given 1o understand that Jast year our debtors were
high because Telangana Irrigation Project did not have mobilization advance and as we starl
executing on them 1 think those debtors days would normalize so what has led to this significant

improvement in the debtors days in the first six months over this period?
Al the end of March 2017, our debtors guanturm, the trade receivables is 1615 Crores now it has
gone to 1906 Crores that is mainly because of cerlain elient related problem particularly hey
were nol able 10 get clarity on the GST payments and there are some delays in payments that is
the valid reason but they are being sorted out and improvenient is there.

Okay so do we expeet them (o be reversed in the next couple of quartlers?

Yes, very much.
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Sir Tastly just on the debt number T think earlice one of the participant were asked (Ehis so
eonsidering that you provided for the invocation of bank guarantec 10 the bank fo the tune o f 300
Crores what is the kind of debt number thin you might be looking af the end of FY 20187

FYZO18 it should come back (o nearly 2000 Crores not more than that, that is our gut fecling. As
Told you already 14800 Crores of fresh orders have recebved in the current year so fir they are
currving mobiization advance, which means a cash flow of 1480 Crore into the systery and
dehnitely it will help us to see that our order execution cur turnover execution will 1ot be

impacted and also the debt fevels wili not go too high.

But Sir this 300 Crore is due o an addifional incremental debt right, which you expect to be

netted off by the mobilization advances right?

Yes.

Okay thank so much for answering my question and wisl you all the best,

Thank you. Next guestion is from the line of Parvez Akhtar from Edelweiss. Please go ahead,

Just one question this quarter our other income was high so is it high because of the 17 Crores

interest that you got on the tax front?
Yes absolutely.

But otherwise our normal quarterly other income should be somewhere around 20-25 Crores

going ahead.
Yes.
Thank you. That is it from my side.

Thank you. We will take the Iast question from the line of Navin Jain from Florintree Advisors.

Please go ahead.

Hi Sir. Sir my first guestion is on order inflow. You did you mention the order inflow of 28000

Crore so far in this year?

Nao the erder book at the end of October is 28000 Crores. The order inflow in the first seven

months is about 14060 Crores.

Sir other thing was on the refention money so from the Nellore Project so by when this is

supposed (0 come back (0 us and is that alse disputed by the client?
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Yes, there is also one dispute. Actually what is called is the preliminary acceplance test as EPC
contractor we have Lo perform and then that should be accepted by the chient. That means the
praject is aceepied for regular operation but o conduct the preliminary acceptance fest. the ¢liem
has 10 provide us the necessary coal particularty the boilers of the kind of coal that it can ake.
what they have donc is they have nol supplicd us the coal so we could not perform the
prefiminary acceptance test but they have declared COIY commercial operation and they started
generating power, they started supplying power and they generating revenue also and technically
speaking because PAT has not been condueted my relention money payment is also gelling
pushed back to that extent. This is the actual board of contention between the EPC contractor and

the owner. Now arbilvation wili decide all (hese things,

Sir finally sboul your international project, so abowt 673 Crores is lefl so that you expect to

complete by the end of the year?

Sec there is oaly one project in Muscat, the Batinah Expressway phase | is already completed and
handed over to the client. The phase IT also we are likely to complete by May 208 that means

the first quarier of the financial year 2019,

Sir is there any incremental support that you would need to give 1o your international subsidiary

during the year?

In terms of manpower and lechnical support we are providing because they have enough

machinery with them. The focus is on execuling completing the project.
But in terms of funding nothing will be required?

No {unding nothing is needed.

Got it Sir. Thank you.

Thank you very much. We will take that as the last question. 1 now like to hand the conference

back to Mr. Sharvan Shah for closing comments.

Murthy Sir last question. Sir we gof a significant orders in seven months so now how do you do
still we think can we get another 3000 to 4000 Crores in next five months because normally in

the second half would be the better in terms of the tendering activily overall?

Yes, il is quite possible because the sector is looking up and il you carefully examine in the road
sector you cannot repert any order aceretion in the first six months but of course in the seventh
month as 1 was mentioning we got that road project of the capital city. Other than that because of’
the Bharatmala and other initiatives by the center government and also by the National Highway
Authority there is every possibility thal we bag some orders in the road sector not only from

NHAI from various ofher state governments also, Like Maharashtra talking about linking an
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airporl. which is. can express way we already submitted our prequalification bids and may be we

will be looking at it positively when the tendering takes place.
Sirwe will not be bidding for HAM or we are comfortable?
Yes, itmay be one or two projects,

Thank you management for giving us the opportunity (o host the call and thank you ail the

participant. Sir do you have any closing commenis?

I thank Dolat Captial and Shravan Shah and also all the participants for their enthusiastic
participation and we hope we answered all your questions and if you have any other doubis or
any questions you can always catl me offline or may be you can send an email my colleagere Mr.
Shivarama Krishna and mysell are there (0 answer vour questions. With these remarks ¥ thank all
the participants for their enthustastic participation and [ thank the organizer that is Delat Capital.

Thank you.

Thark you very much. On behaif of Dolat Capital that concludes this conference call, thank you

for joining us. You may now disconnect your lines.
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