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DISCLAIMER

THIS PRESENTATION IS FOR INFORMATIONAL AND EDUCATIONAL
PURPOSES AT THE BEST IDEAS 2019 VALUE X VAIL CONFERENCE ONLY AND
SHOULD NOT BE CONSIDERED INVESTMENT ADVICE.

WE MAKE NO REPRESENTATION OR WARRANTIES AS TO THE
ACCURACY, COMPLETENESS OR TIMELINESS OF THE INFORMATION,
TEXT, GRAPHICS OR OTHER ITEMS CONTAINED IN THIS PRESENTATION.
WE EXPRESSLY DISCLAIM ALL LIABILITY FOR ERRORS OR OMISSIONS IN,
OR THE MISUSE OR MISINTERPRETATION OF, ANY INFORMATION
CONTAINED IN THIS PRESENTATION.
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About Laughing Water Capital

A Private partnership formed in 2016

A Concentrated value strategy: typically own-20 stocks

A Common sense approach to investing: seek out good businesses that are dealing w
structural and/or operational problems that are likely easily solved by an incentivizec
management team given enough time

A Patience is essential: typically invest witB-&+year view
A Volatility is not risk

About Matt Sweeney
A 17 years in sales, trading, banking and research roles on the buy and sell side

A Sales experience covering hedge funds and mutual funds focused on small/mid cap names
A Learned whahot to do: focus on short term, trade frequently, ovdiversify

A Additional experience in change management consulting

AITSINYSR GKS AYLERNIIYOS 2F LIS2LX S | yR OdzZ GddzZNBX |
A Almost my entire net worth is invested in the strategy
A Former Vice Chair, New York Society of Security Analysts (NYSSA) Value Investing Commi

A CFA charter holder
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Is it a Good
Business?

What Is it worth?

Goes Wrong?

What Happens
When Something

Why Does the
Opportunity EXist”
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Context

THE !
INTELLIGENT
INVESTOR

BENJAMIN GRAHAM

G! 40201 A& y20 2dzad | GAO7T SN ae®
interest in an actual business, with an underlying value that does not
RSLISYR 2y Alda aKFNB LINRKAOS d¢

~Benjamin Graham



Investment Basics
I
V Easy To Understand

V High Insider Ownership

V High Insider Buying

V Operational improvements underway

V Non-economic selling

V Large Margin of Safety



Stock Basics

Stock Symbol HIL !

Stock Price $2.69 %

Shares Out (000) 55,946 $5

Market Cap $150,494

Cash $27,787 ;

Debt $48,859 *

EnterpriseValue $171,567 $2

% Ownedy Insiders 350 o

Current Yield N/A

52 Week Range $2.11-$6.11 CEIRRIIiEIIIIiIIIIIIINILTY




Company Basics

8" largest construction management 526 60510475

for-fee firm in the U.S.

AAsEet light advisory model: no construction
rs

A Large scale projects

$133,690 $205,149

A Train stations, airports, hotels, office
buildings,etcX
A> 10,000 successful grojects managed,
representing > $500 $41,259 11 503
ALargeSt Independent prOJeCt manager m U.S. =Lat. Am. = Europe = Mid. East = Africa = Asia/Pac.

Client Type

A 7t largest project manager

AFounded in 1976, came public via SPAC 9%
In 2006
AMismanaged by controlling family 3% 320

A Poor cost control
A Unfocused acquisition strategy

AEmbroiled with activists since mid 2015

27%
m U.S. Federal Govm U.S. State and Local Go='Foreign Gov'= Private Sectol @


https://www.enr.com/toplists/2018-Top-100-CM-for-Fee-Firms

Industry Basics

A~$11 trillion global construction 56,000
Industry o

A Project management is an asset light
subset of global construction

AHIL earns Consulting Fee Revenue CFES
by representing client interests with £ $2.000
contractors etc. when planning and 1,000

puilding infrastructure projects 50

Alndustry characterized by a few very
arge players, a handful of large player
and manymanysmaller players

Alndustry consolidation is rampant, as
buyers remove cost, realize benefits of
scale, develop regional density, and 20
expand into new verticals 10
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https://www.fminet.com/reports/fmi-2019-ma-trends/
https://www.enr.com/toplists/2018-Top-100-CM-for-Fee-Firms

Sample Projects

Projects Typically Long Term & Well Financed
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Is It a Good Business:

A Essentially, HIL works to save the

client money: this will never go out ofszsooo

style
A Large scale projects and long term
contracts reduce cyclicality

$300,000
$250,000
$200,000
$150,000
$100,000

A Shovels may not go in the ground, bug o
project pre-planning for mega projects <

IS recession proof

A Industry structure allows for growth
during cyclical downturns as smaller
players get squeezed

A Unlikely to be disrupted

A LowCapEx

2007

2008

2009

2010

2011

2012

$900,000
$800,000
$700,000
$600,000
$500,000
$400,000
$300,000
$200,000
$100,000
$0

mmm Project Mgmt Consulting Fee Revs =——Proect Mgmt Backlog



Is It a Good Business:

A Cyclical aspects

A Competitive industry, low barriers to entry at the bottom
A Compete on niche expertise, but also price

A People are the assets



Why Does the Opportunity Exist?

Historically Poorly Run

AFounded in 1976, and run like a A Exorbitant salaries
family business / personal piggy A Country club memberships

nank by Irv Richter and his son A Allowance fortwo cars for
David executives

ALong history of acquisitions that A Alleged to have made
appear to have been done for unaythorized inyestments*

business with a mismas_h of unauthorized loans*
assets across geographies A Inefficient operating structure

ell incentivized activists are A Poor margin structure
now Iin control




Why Does the Opportunity Exist?

Big Picture

Misleading Consolidated Financia

APrior management executed an 006 2017 2018
acquisition strategy with little %> 7 T p————r
focus on regional density, leavingeurope 8288 3221 6827
the company with a number of M. East 1599: 2109 5606

- Africa -7,08¢ -752 5,592
under-scaled geographles Asia/Pac. 1,097 -1,37¢ 3,537

AAN intelligent business person oot e i—‘*ﬁééégi T
would no put a negative value 0Ol % benefit ex negative val 73% 13% 819
these operations, but the market

does

AAssuming properly incentivized
Insiders that will not destroy
capital forever, these regions are
not worth less than zero.




Why Does the Opportunity Exist?
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4+ Years of Drama Distracted Management & Employees, and Left Investors Fatigued

Hill receives a go private bid at $5.50
The bid is rejected, and Bulldog starts a proxy battle

Bulldog loses the proxy vote 1IB3.vHOMT SFENYyAyYy3Ia YR FAEAy3a | NB RStFeSR

11. Ancorareleases letter calling for a sale
12. David Richter calls for a sale

Hill receives a™ go private bid at $4.75

14.$40M Profit Improvement Plaannounced
Bulldog runs a™® proxy battle

15. Announcement that 20142016 financials will be rstated due to theFxissue
Hill settles with Bulldog, and Bulldog adds 2 directors 16.20142016 Annual Reports +ied ¢ 2017 still not current

The sale of the Construction Claims Group is announced 17.Hill suspended from NYSE trading due to-earrent filings

The sale process uncovers problems it OO2 dzy G Ay 3T C, Qwm t8. HUBsudrés frading o0NBYSR S f | & SR

Construction Claims Group sale clogekebt is paid down 19.1t becomes apparent that HIL will not rejoin the R2000

O David Richter steps down as CEO 20. Multiple insiders buy stock %

'—‘COPO.\‘.@S"'PP"!\’!—‘



Why Does the Opportunity Exist?

Viid East Region Exposure

. » $300 $120
Aln 2015 ~50% of revenue was tied to the £ 5100
Middle East = $200 $80
i . ) i $150 $60
AFalling oil prices in recent years led to the sio $40
curtailment of infrastructure spending in %50 $20
: $0 $0
the Mlddle EaSt 2014 2015 2016 2017 2018
mm ME Revenue —Average OPEC price
Mid East % of Total Revenue
o $300 50%
é $250 \ 40%
$200 30%
$150
$100 20%
$50 10%
$0 0%

2014 2015 2016 2017 2018

mm ME Revenue =09 of total Revenue



Why Does the Opportunity Exist?

Noneconomic Factors

Exchange Delisting

AAfter uncovering historical 57.00

$6.50

problems withFxadjustments, HIL "

was forced to rdile severalyears .., ____~— -
worth of financials, which led to de 4. /

listing from NYSE 5 [ Nalisted e~
Aas benign as accounting problems get-® l/: -
Alndexers and quants were forced to_
sell due to ddisting 52,50
A LWC eStImate S 40% Of the ﬂoa.t 8/1/2018 8/8/2018 8/15/2018 8/22/2018 8/29/2018 9/5/201

- -32%




Why Does the Opportunity Exist?

Noneconomic Factors

Redemptions & Failed Gaming of Relisting?

Al L2y | L[Qa NBfaoAy3Is | f2y3 GAY

vocal holder began dumping s

shares 5400 a7
AUnconfirmed whispers suggest s:s /

that this seller has been facing <. : ——

redemption requests from .., LRelisted on NYSE

iInvestors, forcing them to reduce,,

the position

$1.50

ABuyerS hOplng for a qUICk pop 10/1/2018 10/8/2018  10/15/2018 10/22/2018 10/29/2018  11/5/20:
likely dumped shares when no
pop materialized



Why Does the Opportunity Exist?

Failed Index Gaming?

AFollowing the relisting of HIL, we s«
believe that certain HFs and $2.70
closet indexers bought stock in 4
anticipation of HIL returning to 5.5
the R2000 510

Alt recently became clear that due .
to a lower market cap and lower &

-17%

WHANA owll

float, HIL would not be added o1 5
back Ieadlng to more Selllng 5/1/2019 5/8/2019 5/15/2019 5/22/2019 5/29/2019 6/5/2019
ASmallest market cap R2000 stock =
$152M

AFloat adjustment hurts HIL



Why Does the Opportunity Exist?

Trading Characteristics

AMicrocap stock

ASub $5 share price

ALow float

ALimited liquidity

ANo sell side analyst coverage

ANo forward earnings guidance

ATrailing earnings multiples unattractive (and irrelevant)




Hidden Asset?

AAs a result of 2011 civil unrest in Libya, the company wrote down a
~$60M receivable from the Libyan government

AFollowing recent partial payment through a tax transference, the
receivable is now ~$44M, and management remains hopeful more
progress will be made

AWe value this receivable at $0, but note that at ~30% of the market
cap, it is @ free optioh




Why Now: Operational Improvement

imminent Operating

Leve rage 2016 2017 2018 Q4'18 Run rate
Gross Revenue $516,012 $483,73€$428,67¢
AM | . | . . . d SG&A 170,682 151,186 148,038 ~120,000
u tlp e one time items tied to -Profit Improvement Plan Cos 19,800
restatements ro||ing off Normalized SG&A 170,682 151,186 128,238
SG&A % of revenue 33% 31% 35% 28%

AA recently completed cost cutting

LINEANF Y KFa 3IANBIFIGEe AYLINRPOSR | L[ Qa
cost structure

(428 O2yiAydsS G2 0StASOS obmunaé 2F (D
[consulting fee revenue] and gross profit will mostly fall right through to the
02002Y fAYySXE

_ . s & 7 :
\ / Ch ¢2RR Si\/fuN\




Why Now: Operational Improvement

Refocusing on the Basics

,» $880

AActivists, financial restatements, and £ 4
cost cutting surely distracted % 3840

$820

management, customers, and sales 6000

people in recent years $780

$760

ANew management and a simplified §740

I 720
business appear to have performance . l

back on track 5680

YE'1l7 Q1'18 Q2'18 Q3'18 YE'18 Q1'19




Why Now: Intangibles

Improving Awareness

Al L] 6Aft y26 0S NBLRZNIUAYy3I aOftSIyé FAY
which the mechanical screeners will likely notice
A Growing revenue
A Widening margins
A Strengthening balance sheet

AHIL has no sell side analyst coverage, which the company is working to change

A After not attending any investor conferences for years, HIL recently announced they
would be proactively marketing to investors



Why Now: Qll

Rebounding Oil

,, $300 $120

AA roughly 2 year lag on the way down £ oo
should now theoretically help on the = $200 $80

way up $150 $60
$100 $40
AAverage OPEC price per barrel up ~70% sso I 520
since 2016, suggesting an imminent O e ooie oo oorn
rebound in Mid East construction m E Revenue —— Average OPEC price
activity

Mid East Backlog Inflecting?

AMultiple industry sources expect that

_ _ _ 1y $250,000
Mid East region construction growth will £200.000
be the fastest on the planet overthe
next decade $100,000
A Demographics $50,000 I
A Stated goal to diversify away from oil $0

12.31.17 3.31.18 6.30.18 9.30.18 12.31.18 3.31.19
m Mid East Total Backlog



wWhy Now: Insider Buying

Lots of Reasons to Sell, but Only One Reason to Buy

Alignment of Interests
A In recent months, insiders who

already owned more than 30% of thg,

company have bought an additionalpAvib sGro

~2.3% of shares out

A On some days, insiders appear to
have been more than 50% of the
daily trading volume

Insider Name Date Type Shares Price
CHADWICK JAMES M 2019-06-06 buy 73,374  $2.65
CHADWICK JAMES M 20190531 buy 63,497 $2.57
CHADWICK JAMES M 201905-24 buy 83,966 $2.56
ADWICK JAMES M 201905-21 buy 7,791  $2.52
ADWICK JAMES M 20190516 buy 225,581 $2.29
20190516 buy 12,500 $2.31
DAVID SGRO 20190515 buy 63,000 $2.23
CHADWICK JAMES M 20190514 buy 137,163 $2.24
TODD E WEINTRAUB 20190513 buy 5000 $2.22
DAVID SGRO 201812-31 buy 35,176  $3.00
CHADWICK JAMES M 201812-28 buy 12,518 $2.75
ARNAUD AJDLER 201812-27 buy 7,500  $2.79
ARNAUD AJDLER 201812-13 buy 149,594 $3.04
TODD E WEINTRAUB 201812-07 buy 31,800 $3.17
GREGORY T WOLF 201811-29 buy 10,000 $3.18
ARNAUD AJDLER 201811-21 buy 218,271 $3.05
CHARLES M GILMAN 201811-15 buy 32,000 $3.24
GREGORY T WOLF 201811-15 buy 20,000 $3.21
CHARLES M GILMAN 201811-13 buy 67,152 $3.24
GREGORY T WOLF 201811-12 buy 55,000 $3.18
Total 1,310,88:

Y



Valuation: Fair Price for U.S., Rest for Free?

Misleading GAAP financials

U.S. Segment EV/Sales GAAP financials obscure the value of the core U.S.

2018 U.S. Sales $205.14¢ 2018 10K business because undscaledregionsare a drag on
multiple 1.0x Transaction analysis consolidated operating profit
EV $205,14¢
+ga§th i;’ggé ggﬁg gg‘c-r%t”aed Isolating the U.S. assets suggest that by themselves
-De ,85¢3.31. ) . ) i :
Market Cap $184,07; they more than justifythe gurvrept.!orlce, implying that o
Shares 55,04€ 3.31.19 /S NEYIlI AYyAy3 FaasSua FNb afNBS
Per Share $3.2¢
Upside 22%

U.S. Segment EV/EBITDA
2018 U.S. EBIT $25,60¢ 2018 10K Segment 2018 Revenue
+ Est. U.S. D&A 3,00C Middle East 133,690
Est. 2018 U.S. EBITDA $28,60¢ Europe 41,259
Multiple 8.0x Transaction analysis Africa 26,600
EV $228,84( Latin America 11,503
+Cash 27,781 3.31.19 B/Snc.restricted Asia/Pacific 10,478
-Debt 48,85¢ 3.31.19 B/S Total $223,530
Market Cap $207,76¢ Other Carrying Value
Shares 55,94€3.31.19 I/S Libyan Receivable $42,758
Per Share $3.71
Upside 38%



Valuation: Business as Usual

Revenue Back on Track, Normalized Margin, Normal Multiple
HIL has moved past the distractions of the last few

2021 Baseline Scenario
years, and while revenue growth will surely be lumpy,

id ind h . f 3 Year CAGR 5% Industry estimates = 4.5%
we expect upside to industry growth estimates Ifom & 5071 Total Revenue ~_$496,00( Reference: 2016 rev = $516M
refocused company and salesforce Consulting Fee Revenue  $379,44(

CFR % of Total 76.5%2018: 78.7%
Assuming only modest revenue success, a failure to Egﬁgﬁ'TDA IELEIT = f:/c‘ Company guidance: 10%
meet margin projections, a discount tp recent Multiple 8.0x Deals @ 72X, comps @-34x
transactions and comps, and no credit for cash EV $273.19¢
accumulation or capable capital allocation reveals  + Cash 27,7813.31.19 B/Snc.restricted
substantial upside potential + Cash Accumulation 0 Conservative

- Debt 48,85¢3.31.19 B/S

_ ] + Libya Receivable Odbpnoa la 2F¥ , 9¢C

More aggressive growth, better margins, a less Equity Value $252 12
conservative multiple, cash accumulation, and Shares 55,94¢Cf I T ©ad Qmy
favorable Libyan developments could lead to multi ~ Per Share $4.51

Upside 67%

bagger returns CAGR 16

V,



Valuation: Macro Concerns?

Investors may be hesitant to invest in a construction linked business in the later stages of the cycle, but valuations
among peers are holding up well, while HIL has been punished. As HIL returns to modest growth and realizes the
benefit of recent cost cutting, shares shouldrege higher

LYy 0KS S@gSyid 2F | 3Jt 206t AINRPGUOUK aft2¢g R2ey> | L[Qa &A
A Small enough to move the needle with bolt on acquisitions
A Big enough to move the needle for larger players looking for growth

Relative Valuation

Ticker Mkt Cap LTM EV/Sales LTM EV/EBITDA FY1 EV/IEBITDA LTM EBITDA Margir 18/'17 Rev. Growth

ACM 5,019 0.4x 9.2x 8.7x 3.65% 8%

ARCAD:NA 1,679 0.8x 8.4x 8.2X 4.41% 5%

FIX 1,741 0.8x 8.8x 7.8x 8.61% 22%

JEC 10,285 0.9x 11.3x 12.7x 5.70% 54%

KBR 3,143 0.7x 8.1x 8.6x 10.31% 18%

NVEE 977 2.2X 17.4x 13.7x 16.28% 26%

STN 2,589 1.5x 12.6x 9.2x 11.95% 6%

TTEK 3,710 1.7x 14.5x 14.5x 11.39% 6%

WSP:CN 5,542 1.2x 13.1x 10.4x 8.90% 14%

Average 3,854 1.1x 11.5x 10.4x 9.02% 18%

Median 3,143 0.9x 11.3x 9.2x 8.90% 14%

! !\ | ' [ |
EV/ FY1 EV/~Normalized Normalized EBITDA 18/'17 Rev. Growth

Mkt Cap LTM EV/Sales ~Normalized T EBITL EBITDA Margin

HIL AxX ~6.0x ~5.0x 8-9% -11% %



I'NBE alylI3ISYSyuiQa LyuSl

AThe boardroom is full of properly incentivized capital allocators

AGiven the low float, low trading volume, and historical behavior of these
owners, it seems as If ultimately a sale of the company would be the bes

exit

I {1 fS {SSYa LYySOAllIotSX 9@Syidz

Status Name Shares % Out Source
— : Board Member Engine Capital 5,583,653 10.0% Form 4
Activists with track records af Board Member Cresendo Partners 2,797,052 5.0% DEF14A
selling businesses Board Chairman Jamarant Capital 310,947 0.6% Form 4
Board Member Ancora Advisors 1,572,055 2.8% Form4
Board Observer David Richter & Richter Capital Mgr 4,073,467 7.3% DEF14A
Have issued public calls fo "Employee” Irvin Richter 3,905,413 7.0% DEF14A
Appointed Evans and GilmaBulldog Investors 1,699,691 3.0% 13F
the sale of HIL Board Member Paul Evans 298,973 0.5% DEF14A

Board Member Chuck Gilman 150,400 0.2% DEF14A
36.4%



Valuation: Past Bidder Down Side

In May of 2015, PE shop D.C. Capital Partners bid pET) AUED

: D.C. Cap Bid per Share $5.5(
$5._50 per share, or ~$390M for the enterprise, Shares 50.373.83.31.15 I/S
which at the time included Project Management Market Cap $277,05¢
and Construction Claims 'Cgsgt égggggﬁg gg

LA / - + De , 31.
Ab20SY Hamp GYAYA NBOS&A&AZ 339122
While this bid was at a ~40% premium to market T12M Sales 3.31.15 $597,37:10K/10Q
value, at .65x EV/Sales it appears to have been Bl oo e lol
an openi_n_g bid with room to the upside upon 2018 Sales $428.67¢2018 10
further diligence EV/Sales 0.65
EV $280,74:

. - - + Cash 27,7873.31.19 B/S inc restricted
This view is somewhat conflrmed_ by the_ _Debt 48.8503.31.19 B/S
subsequent sale of the Construction Claims Market Cap $259,67;
group at ~1x sales Shares 55,94€3.31.19 I/S

Per Share $4.6¢4
Upside 72%

D.C. Capital Partners owns HIL competitor
Michael Baker Corp., and could likely realize
significant synergies in an acquisition

VY,



Valuation: Sale Today

2018 Total Sales ! $428,67¢ !

With insiders owning ~36% of the company, Multiple
this is essentially a private investment for EV

.. . : + Cash
them: the only realistic exit is via an eventual  _pept
sale

+ Libya Receivable
Equity Value
Shares

Per Share

Recent transactions show dozens of potential e

buyers includingtrategicsand financials

For minority shareholders, patience is the key:

A Catch22: management talking about a sale
may spook employees and customers,
reducing value

A Given recent history, it makes sense to build
up the business a bit before selling

0.65> 0.85» 1.05)
$278,64. | $364,37° $450,11:
27,787 27,78 27,787
48,85¢ 48,85¢ 48,85¢

0 0 0
$257,56¢ | $343,30' $429,04:
55,94¢ 55,94¢ 55,94¢
$4.6( $6.1¢ $7.67
710/1) 128¥% 185%

Expansion Will Take Place

As Business Continues to Improve, Multiple




Valuation: Simplified Sale

Possible Event Path

Conversations with industry
consolidators suggest that a stripped
down business would attract more
Interest from buyers

The best patho intermediate termper

share value maximization may be to s
off the small international assets, while

using the proceeds for U.S. bolt on
acquisitions or share repurchases
before pursuing a sale of the core
business

In practice this will be lumpy, but an

llustrative example reveals substantial

potential upside

2021 U.S. & M.E. Sales
Multiple

EV

+Cash

-Debt

+ Cash Accumulation

+ Libya Receivable

b {YITff
Equity Value
Shares

Per Share

Upside

lllustrative Buyback
Buyback Price

Pro Forma Share Count
Pro Forma Equity Value
Per Share

Upside

Ly (6™ y{

$392,00(5% CAGR
1.0» Transaction analysis

$392,00(

27,78:3.31.19 B/S inc. restricted
48,85¢3.31.19 B/S

0

0

54,00(Conservative multiple + NOLs

$425,00(
55,94¢3.31.19 I/S

$7.6(

182Y%

$25,00(
$3.5(30% premium
48,80:

$400,00( @ 1.0x U.S. & M.E. sales

$8.2(

205Y%



Valuation:Potential Compounder?

A SaleSeemd.ikely,Butis Not Necessay

A Investors tend to forget that companies with cyclical exposure can be compounders

A Longterm successlependson:
A Capable:apitalallocators/
A Diffuse industry structurv’”

A HiLandother industry players have tradetbrth of 2xsalesin the pastwhenthey
wereconsideredd A NB g U Ké €

Jacobs Engineering (JEC): 1/1/1978 to Today




Valuation:Potential Compounder?

6¢2dAK LISNA2RA Fft26 GKS AGNRY3I |
stock price will gain if you build business value. Carnegie Steel huilt its
business during bad times. Opportunitiesppenwith i N2 dzo f S ®¢

~Charlie Munger
2009 Berkshire Hathaway annual meeting

3



What Could Go Wrong?

ACyclical slow down

AQil price declines

AFailure to execute

ALong term projects and ability t!

purchase weaker competitors
during downturns

S

already been done: demographics

A Much of the Mid East damage iF

and policy suggest modernizati
cannot be stopped

A Fundamentally this is a simple

business, and it seems they have

already found the cockroaches

n



Key Takeaways
I
ABetter, less cyclicélusiness than broad E&C

AMassive ureconomic selling

AOperational improvements complete

Almminent operating leverage

ARecent insider buying

AProperly incentivized insiders

ASevere discount to comps and transactions

AMultiple ways to win



LAUGHING

WATER

CAPITAL

If you are a patient, open minded, accredited investor that is not afraid to
stand away from the crowd, we should talk. Please join our mailing list at:

www.LaughingWaterCapital.com




