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Well poised for scalability ahead... PN C
About the stock: PNC Infratech has established itself as a strong executor in roads S A el Q
and water infra segments with an overall order book of X 20,490 crore. "6
o
e Reported 20% revenue CAGR in FY19-24; with robust return ratios (RoCE: o
~23%in FY24) =

Q4 & FY24 Performance: Standalone revenue in Q4FY24 was up ~10.8% YoY at X Particular R g
2342 crore, with core revenue being weak at X 2045 crore, down 3.3% YoY. EBITDA Market Cap 13,212 o
margin stood at 24.1% (up 9.8 percentage pts YoY) aided by claims receipt of X 297 Debt - FY24 382 -
crore. Adjusted margins were stable at 13.1%. PAT was up ~118% YoY at X 402 Cash - FY24 713 8
crore (Adjusted PAT was flattish YoY). For FY24, standalone revenue at X 7699 E\Z/ 5 CrErli)/L 12,881
crore, was up 9% YoY. Adj. EBITDA Margin was at 12.7%, was down 78 bps YoY. Equ\i/:;ecapitdl(-:{) 574/5310g
Adj. PAT at X 628 crore, was up 2.6% YoY. e vallie 59 2:0

Investment Rationale: Shareholding pattern

Jun-23 Sep-23 Dec-23 Mar-24

e  Order book Decent; provides healthy revenues visibility: The orderbook Promoters 56.1 56.1 56.1 56.1
as of FY24 stood at X 15490 crore, 2.x TTM book to bill. Including new DIl 285 281 272 27.0
orders was healthy at X 20400 crore, 2.7x book to bill. After bagging X Flls 103 106 110 119
4994 crore order in Q1, the company has guided for further order inflows Other 5.2 5.3 5.7 5.1
of X 8000-10,000 crore in FY25. We conservatively bake in revenue CAGR Price Chart 6
of ~10% over FY24-26E, in line with management guidance but believe ‘6
that if strong order inflows are seen in FY25 along with quick ramp up 600 - 24000 Q
thereafter, FY26 revenue could surprise positively. On the margins front, 525 1 — 20000 g
given the competitive intensity, we have baked in adjusted EBITDA g;’g 1 16000 o
margins of 12.5%/12.6% in FY25/FY26, respectively. 300 - 12000 >
3 =
e Asset monetisation proceed/ Claims to boost scalability: PNC asset deal %ég g L S
of 12 road projects for an enterprise value of about X9,006 crore (X 2902 75 A A0 I.IO.I-
crore equity value) to KKR is likely to be consummated in FY25 in two U B A R K I g —
tranches. We believe this inflow along with claims of X 675 crore under ‘; ‘;‘ ‘; ‘;‘ ‘*.; ‘;‘ ‘; ke
Vivad se Vishwas scheme (over FY24 & FY25 on standalone basis) would 2 £ 2 £ 2 £ 2 "q'_;
provide strong cash ammunition for growth ahead. ) oc
PNC (LHS) —— Nifty Index |
e  Well-placed to fund HAM projects: As of FY24, the company has infused 0
X 1,975 croreinto its road assets and the remaining equity of X 1,117 crores Y ()
is to be invested over the next 2 to 3 years. The equity requirement will e Lower order inflows =
largely be met through internal generation. . . . 5
e Delay in any major projects O
Rating and Target Price Y
e PNC has exhibited healthy track record in executing road and water Bhupendra Tiwary, CFA (@)
segment projects. With asset monetisation and claims, incremental cash Bl e L e el BB T T e O
will free up capital and drive scalability. We expect PNC to be key —
beneficiary post ordering resumption in FY25. Hammaad Ahmed Ulde

hammaad.ulde@icicisecurities.com
e We value PNC at X 620 on SoTP basis and maintain our BUY rating

Key Financial Summary

X crore FY21 FY22 FY23 FY24 5 yr CAGR (FY19-24) FY25E FY26E 2 yr CAGR (FY24-26E)
Net Sales 4,925 6,306 7,061 7,699 20.0% 8,511 9,365 10.3%
EBITDA 677 787 954 1,277 NC 1,442 1,180 NC
EBITDA Margin (%) 13.7 12.5 13.5 16.6 16.9 12.6

Adjusted PAT 362 448 611 628 14.6% 706 803 13.1%
EPS ®) 14.1 17.5 23.8 33.1 38.6 313

P/E (x) 36.5 29.5 21.6 15.5 13.4 16.4

EV/EBITDA (x) 18.8 16.4 13.9 10.1 8.5 10.3

RoNW (%) 12.4 13.4 15.5 13.1 12.3 12.3

RoCE (%) 19.2 20.0 20.1 23.3 23.0 16.9

Source: Company, ICICI Direct Research * FY24 & FY25 topline and margins include arbitration claims of I 297 crore and X 378 crore, respectively.
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Q4 & FY24 Performance highlights and outlook

e Guidance: The company has guided for 10% revenue growth in FY25. It
also expects the margins to come off to 12-12.5% range from current 13-
13.5% range, given the competitive intensity. In terms of order inflow, after
bagging X 4994 crore order book, the company has guided for further
order inflows of X 8000-10,000 crore, implying overall order inflow
guidance of X 13000-15000 crore in FY25.

e Order book: The orderbook as of FY24 stood at X 15490 crore, 2.x TTM
book to bill. Out of the unexecuted order book, highway and expressway
contracts contributed around 70%, while water and canal projects
contributed around 30%. Barring a HAM project in MP with EPC cost of X
1091 crore and another EPC road project in MP worth X 699 crore, the
company has not won any orders in FY24. In Q1FY25, PNC infra emerged
as L1 bidder for two EPC road projects of MSRDC worth X 4994 crore.
Thus, PNC’s order book (OB), including new orders was healthy at X 20400
crore, 2.7x book to bill.

o Bid Pipeline: The company has identified over 100 projects for evaluation,
comprising of 20 EPC projects, 60 HAM projects and 30 BOT toll projects
for a total value in excess of X 1 lakh crore. The company’s preference for
bidding will be EPC projects first followed by HAM projects and then BOT
projects.

o  Water segment: Water and canal projects order book value as on FY24
was at X 3740 crore. The company has booked a total revenue of X 2383
crore in the Jal Jeevan Mission (drinking water segment) with X 1906 crore
in FY24) and X 555 crore in Q4FY24. Overall, the management expects
revenue of X 2500 crore from JJM in FY25.

e Asset Monetisation:

o The company indicated that asset deal will be completed in two
phases. In Phase 1, by August, 2024, 7 assets: 6 HAM and 1 BOT
toll with the enterprise value Rs.5,015 crore (Debt of X 3559)
would be transferred. In the second phase, 5 assets with the
enterprise value of X Rs.3,990 crore (Debt of X 2920) would be
transferred by December, 2024.

o Recall, PNC had signed a definitive agreement to sell its portfolio
of 12 road projects (Eleven HAM and one BOT project (Bareilly
Almora)) for an enterprise value of about X9,006 crore to
Highways Investment Trust (KKR). The equity value of the
transaction, including cash and earnouts, stands at 2,902 crore
on an invested equity of X1,740 crore. The cash is likely to be used
as growth capital for HAM projects bidding, while it would be
conservative in BOT project bids.

e Claims under Vivad se Vishwas scheme: During Q4FY24, PNC received X
297 crore towards Arbitration Award for two projects, Dholpur-Morena of
NHAI and Gurgaon-Nuh-Rajasthan border of HSRBDCL. In Q1FY25, PNC
Raebareli highways Ltd. received X 117.2 crores from NHAI in April 2024
pursuant to a Settlement Agreement executed with NHAI Vivad se
Vishwas secondary scheme. Furthermore, the company’s subsidiary PNC
Kanpur highways Ltd. has executed a Settlement Agreement with NHAI
on 9th May 2024, for X 398.6 crore under the Vivad Se Vishwas scheme
which is expected to be received in Q1. On standalone basis, X 378 crore
of the same will flow through in revenues and margins in FY25.

e Overadll roads sector Outlook — The company indicated that overall road
construction activities during FY25 would be lesser and would be in the
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range of 11,100 km to 11,500 km (vs. 12349 km in FY24). The anticipated
decline compared to FY24 is largely attributed to slowdown in projects
awarding process. MoRTH has also announced plans to integrate an
additional 6,000 km of high-speed highways into the country's national
highways network. On new contract awarding front, the sector witnessed
very subdued activity during FY24. Slowdown in new projects awarding
activity will have significant negative impact on the industry over the next
two years, particularly in achieving the construction targets. However, the
industry is hopeful that bidding and awarding activity will pick up after
the conclusion of ongoing general election and large number of projects
would be awarded during FY25.

Capex, Debt and Cash position: During FY24, capex was ~X 46 crore and
company guided for capex of 100-200 crore in FY25. The balance sheet
position continues to remain healthy, with a gross standalone debt of X
382 crore as of FY24, while the cash and bank amount stood at X 713 crore.

Exhibit 1: Quarter Performance

Comments

Topline performance aided by claims of X
297 crore. Adjusted for the same, revenue
was weak at X 2045 crore, down 3.3%

Margin was boosted by claims of X 297
crore. Adjusted margins were stable at

Particulars YoY (%) QoQ (%)
Q4FY24 Q4FY23 Q3FY24
Total Operating Income 2342.0 21146 10.8 1802.7 29.9
YoY
Other Income 10.0 10.5 -4.8 4.2 136.7
Net  Raw — moterial | 5o 15962 -36 13502 14.0
consumed
Employee benefit expenses 98.4 76.8 28.1 86.4 13.9
Other Expenses 139.1 160.6 -134 126.7 9.8
EBITDA 565.2 281.0 101.1 2395 136.0
. 1085 1085
EBITDA Margin(%) 24.1 13.3 13.3
bps bps
13.1%.
Depreciation 26.6 27.9 -4.7 26.1 1.9
Interest 13.5 14.7 -7.7 17.2 -21.2
PBT 535.1 249.0 114.9 200.4 167.0
Taxes 132.8 64.5 105.8 49.3 169.2
PAT 402.3 1845 118.1 151.1 166.3

Source: Company, ICICI Direct Research
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Exhibit 2: SoTP Valuation

Entity X crore Pershare Comment
Construction Business 12,051 470 15x FY26 P/E
BOT & HAM Projects 3,743 146

Gwalior Bhind 78 3

Raibereli Jaunpur 140 5

Narela Industrial Area 35 1

Kanpur Kabrai 68 3

Deal Value 2,902 113 Equity value of assets sold
f;:(;l:: i;g lezﬁe::i?ects ; >21 20

Target Price 15,794 616

Rounded off target price 620

Source: ICICI Direct Research
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Financial Summary

(X Crore) FY23 FY24 FY25E FY26E X crore FY23 FY24 FY25E FY26E
Net Sales 7,060.8 7,699.2 8,510.6 9,365.0 Profit after Tax 611.5 849.8 989.1 8034
Other op. income - - - - Depreciation 110.0 103.3 1123 119.2
Other income 38.3 27.8 38.0 52.0 Other Income -38.3 -27.8 -38.0 -52.0
Total Revenues 7,099.1 7,727.0 8,548.6 9,417.0 CF before WC changes 953.9 1,277.4 1,441.8 1,180.0
Raw Material Exp 5,262.4 55485 6,005.0 7,023.8 Net Inc. in Current Assets -861.7 -527.4 -91.2 -447.7
Employee exp 335.9 355.7 391.5 421.4 Net Inc. in Current Liabilities  -67.2  404.4  205.1 229.7
Other Expenses 508.7 517.7 672.3 739.8 Net CF from Op. Activities -181.9 868.1 1,222.4 691.3
Total Operating Exp  6,107.0 6,421.8 7,068.8 8,185.0 (Purchase)/Sale of FA -55.2 -42.7 -80.0 -80.0
EBITDA 953.9 1,277.4 1,441.8 1,180.0 Purchase of Investment -66.6 -115.7 -370.2 -500.0
Interest 63.8 65.8 45.2 38.8 Other Income 54.2 38.3 27.8 38.0
Depreciation 110.0 103.3 112.3 119.2 Net CF from Inv.Activities -132.6 -385.1 -542.0 -528.0
PBT 818.4 1,136.1 1,322.3 1,074.0 Proceeds from share capital 0.0 0.0 0.0 0.0
Total Tax 206.9 286.3 333.2 270.7 Interest Paid -63.8 -65.8 -45.2 -38.8
Reported PAT 611.5 849.8 989.1 803.4 Increase/Decrease in Debt 234.2 -67.8 -200.0 -150.0
Adjusted PAT 611.5 627.6 706.3 803.4 Dividend Paid -12.8 -12.8 -12.8 -12.8
EPS (Diluted) 23.8 33.1 38.6 31.3 Net CF from Fin. Activities 160.3 -143.7 -258.1 -201.6
Source: Company, ICICI Direct Research Net Cash flow -154.3 339.2 4224 -383
Opening Cash/ Cash Equiv. 527.7 373.4 7126 1,135.0
Closing Cash/Cash Equiv. 373.4 712.6 1,135.0 1,096.7
Source: Company, ICICI Direct Research
(X Crore) FY23 FY24  FY25E FY26E (Year-end March) FY23 FY24 FY25E FY26E
Liabilities Per Share Data
Share Capital 51.3 51.3 51.3 51.3 EPS (Fully Diluted) 238 33.1 386 313
Reserves & Surplus 3,890.3 4,730.0 5,706.3 6,496.8 Cash EPS 28.1 37.2 429 36.0
Networth 3,941.6 4,781.3 5,757.6 6,548.1 BV 153.6 186.4 224.4 255.2
Secured Loan 450.0 382.1 182.1 32.1 Dividend per share 0.5 0.5 0.5 0.5
Unsecured Loan - - - - Operating Ratios
Total Debt 450.0 382.1 182.1 32.1 EBITDA / Net Sales 13.5 16.6 16.9 12.6
Deferred Tax Liability - - - - PAT / Net Sales 8.7 8.2 8.3 8.6
Total Liabilities 4,391.5 5,163.4 5,939.7 6,580.2 Inventory Days 395 363 36.3 36.3
Debtor Days 98.5 92.5 75.0 75.0
Assets Creditor Days 35.1 44.2 30.0 30.0
Gross Block 1,182.4 1,225.6 1,305.6 1,385.6 Return Ratios
Net Block 531.4 471.2 439.0 399.8 RoOE 15.5 13.1 12.3 12.3
Capital WIP - - - - RoCE 20.1 233 230 169
Non-current Investments 1,321.5 1,691.7 2,191.7 2,691.7 RolC 21.0 26.4 27.7 19.3
Current Assets Valuation Ratios
Inventories 764.4 765.0 845.6 930.5 EV /EBITDA 13.9 10.1 8.5 10.3
Sundry Debtors 1,905.5 19505 1,748.8 1,924.3 P/E 21.6 15.5 13.4 16.4
Loans and Advances 818.7 518.9 1,399.0 1,539.5 EV / Net Sales 1.9 1.7 1.4 1.3
Other Current Assets 352.4 1,134.0 466.3 513.2 Market Cap / Sales 1.9 1.7 1.6 1.4
Cash 373.4 7126 1,135.0 1,096.7  Pprice to Book Value 34 28 23 20
Total Current Assets 4,2145 5,081.1 5,594.7 6,004.2 Turnover Ratios
Creditors 679.0 933.4 699.5 769.7 Asset turnover 1.6 1.5 1.4 1.4
Provisions 34.6 24.1 26.6 29.3 Gross Block Turnover 5.9 6.2 6.5 6.7
Other Current Liabilities 352.1 473.6 629.6 692.8 Solvency Ratios
Other Long Term Liabilitie 613.1 652.2 932.7 1,026.3 Debt / Equity 0.1 0.1 0.0 0.0
Total Current Liabilities 1,678.9 2,083.3 12,2884 2,518.1 Current Ratio 23 21 1.9 1.9
Net Current Assets 2,535,565 2,997.8 3,306.4 3,486.1 Debt / EBITDA 0.5 0.3 0.1 0.0
Total Assets 4,3915 5,163.4 5,939.7 6,580.2 Quick Ratio 1.8 1.7 1.6 1.6

Source: Company, ICICI Direct Research

ICICI Securities | Retail Research

Source: Company, ICICI Direct Research



j" Company Update | PNC Infratech ICICI Direct Research

RATING RATIONALE

ICICI Direct endeavours 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%
ﬂlClCl direct.com| No
lnvounwnu'o,::uﬂ sngertios | BROKER
| ICICI Securities Ltd. |E 755 asmins
xR Analyst Award 2012
Pankaj Pandey Head - Research pankaj.pandey@icicisecurities.com

ICICI Direct Research Desk,
ICICI Securities Limited,
Third Floor, Brillanto House,
Road No 13, MIDC,

Andheri (East)

Mumbai - 400 093
research@icicidirect.com
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ANALYST CERTIFICATION

1/We, Bhupendra Tiwary, CFA, MBA (Finance), Hammaad Ahmed Ulde, MMS (Finance), Research Analysts 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 — INHO00000990. ICICI Securities Limited SEBI Registration is INZ000183631 for stock broker. Registered Office Address: ICICI Venture House, Appasaheb
Marathe Marg, Prabhadevi, Mumbai - 400 025. CIN: L67120MH1995PLC086241, Tel: (91 22) 6807 7100. 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.

Investments in securities market are subject to market risks. Read all the related documents carefully before
investing.

Registration granted by Sebi and certification from NISM in no way guarantee performance of the intermediary or provide any assurance of returns to investors. None of the
research recommendations promise or guarantee any assured, minimum or risk-free return to the investors.
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Contact number: 022-40701000 E-mail Address: complianceofficer@icicisecurities.com
For any queries or grievances: Mr. Prabodh Avadhoot Email address: headservicequality@icicidirect.com Contact Number: 18601231122

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 analysts and their relatives are generally 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
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Our proprietary trading and investment businesses may make investment 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
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