National Aluminium Company Ltd — Feb 2025 Quarterly Analysis

1. VERDICT & BUSINESS QUALITY SNAPSHOT

The punchline. Read this first — it frames everything below.

Result: Strong Beat One-line: NALCO has delivered its strongest financial performance in history (highest ever
Q3 PAT) by capturing an extraordinary Alumina price spike while maintaining global cost leadership, but it is now
entering a high-stakes [B0,000 Cr+ capital cycle that will test management’s execution and long-term ROIC.

Dimension Sentiment

This Quarter

Signal | Evidence

Beat/Miss vs Guidance /
Prior Quarter

Strong Beat

Highest ever quarterly Turnover (9M [11,434 Cr), PAT (Q3 1,583
Cr), and EBITDA since inception.

. . High (Core Performance driven by Alumina realizations ($641/t) and cost
Earnings Quality ) L . . . .
driven) reduction in raw materials, despite a [106 Cr impairment.
. . Refinery expansion delayed from Sept '25 to Dec '25; Smelter DPR
Guidance Confidence Neutral - .
approved but IRR specifics are still vague.
. High transparency on unit costs (Bauxite [1k, Alumina [22k) and
Management Credibility Strong . ) .
operational mix (50/50 captive coal).
. o . Strengthening vertical integration via Utkal D&E coal mines (47%
Business Quality Signal Improving . ) .
captive 9M) and Pottangi bauxite.
Q#7 - Smelter Management admitted detailed financials/IRR for the (17,300 Cr
Key Q&A Exchange .
IRR smelter expansion aren't fully worked out yet.
The Street's Primary Capex Analysts questioned why the 0.5 MTPA smelter costs [17,300 Cr;
Anxiety Intensity mgmt cited AP600 technology superiority.
. Massive pivot from cash cow to growth; [B0,000 Cr committed for
Capital Cycle Stage Investment
smelter and JV power plant.
Margin / Return Ratio | ) 9M PAT grew 211% YoY; Alumina segment benefitting from supply
mprovin
Trajectory P g deficits in Australia/Guinea.
. Price taker on LME, but low cost-curve position provides massive
Pricing Power Stable . .
margin protection.
FCF Conversion & Stron Standalone business remains zero-debt while funding 5,700 Cr
Quality ¢ refinery expansion via internal accruals.
» . o Confirmed globally as the lowest-cost producer of bauxite and
Competitive Moat Signals ~ Widening ) ]
alumina (Wood Mackenzie).
Zero debt; [4,500 Cr currently in CWIP with significant cash
Balance Sheet Strength Strong
reserves.
Working Capital Stable Management indicated machinery and technology adjustments to
Efficiency manage raw material quality.
Mgmt Guidance Track Mixed Admitted refinery project delays previously; Pottangi mining zero
Record date set for late 2025.
Key Vulnerability / Red Project The [B0,000 Cr expansion represents nearly 2x the current net
Flag Overruns worth; any delay will severely dent ROE.
! Bullish on alumina pricing ($450-500 floor) and operational
Management Tone Confident

efficiency gains from AP600 tech.



Key Takeaways (Positives & Negatives):

Positives: * Historic Profitability: NALCO is currently a "cash machine,” with 9M FY25 PAT exceeding the
previous year's 9M by 211%, fueled by Alumina spot realizations reaching $800/t during the quarter (averaging
$641/t). * Unmatched Cost Moat: Confirmed unit costs of [1,000/t for bauxite and [21,000-22,000/t
(~$250-260) for alumina place NALCO at the very bottom of the global cost curve. * Coal Security: Ramp-up of
Utkal D&E mines now provides 47% of total coal needs, significantly insulating the smelter from e-auction price
volatility. * Strategic Diversification: Progress in KABIL (Lithium exploration results in March '25) and a shift
toward value-added products (foils/rolls) signals a move away from pure commodity metal.

Negatives: * Capex Overhang: The market is struggling to digest the [B0,000 Cr total investment for the new
0.5 MTPA smelter and JV power plant. Management'’s inability to provide a firm IRR during the call (Q#7)
remains a concern. * Timeline Slippage: The Alumina refinery 5th stream expansion has shifted its
commissioning target from September to December 2025. * Earnings Quality Noise: A [106 Cr impairment on
Rajasthan wind assets (due to lack of PPA) suggests historical capital allocation in renewables has been sub-
optimal.

2. BUSINESS PERFORMANCE

2A. KEY METRICS

DATA SOURCE: PPT not available — all numbers sourced from concall transcript.



QoQ

Current Qtr Mgmt Commentar
Q Change < y
Bauxite Production . . Mines working at 100% capacity; Pottangi
1.12 First entry First entry 1 .
(MT) expansion (3.5 MTPA) on track.
Alumina Production ) . Saleable hydrates and calcined alumina; 5th
0.48 First entry First entry 1
(MT) stream to add 1 MTPA by Dec '25.
Aluminium ) ) Internal technical adjustments made; targeting
. 0.11 First entry First entry - ]
Production (MT) 0.46 MTPA full capacity.
Realization - ) . Driven by Australian supply constraints; expect
. $641 First entry First entry 1 .
Alumina ($/t) $600+ in Q4.
. . . Includes depreciation; 5th stream to be similar
Alumina Cost ([It) [P1k-22k First entry First entry - N
despite higher dep.
) ) Includes alumina at cost; mix of captive and
Metal Cost ([1t) [1.60L-1.65L  First entry First entry - . .
linkage coal is key.
Coal Sourcing - ) ) Utkal D&E hitting 3 MT this year; target 4 MTPA
. 47% (9M) First entry First entry 1 . .
Captive (%) (FY26) to eliminate e-auction.
Caustic Soda Cost ) ) )
() [B7,000 First entry First entry - Landed cost; includes GST and transport.
Revenue (9M . . . . .
11,434 Cr +20% First entry 1 Highest ever 9M turnover since inception.
Standalone)
PAT (9M . Driven by alumina realizations and lower RM
[B,246 Cr +211% First entry 1
Standalone) costs.
PAT (Q3 ) Standalone PBT stood at [2,122 Cr for the
1,583 Cr +224% First entry 1
Standalone) quarter.
Cash ) . Zero debt; expansion projects to be leveraged at
Net Debt / (Cash) . Firstentry  First entry 1
Positive 70:30 eventually.
CWIP (OCr) [4,500 Cr First entry First entry 1 Majority relates to 5th stream refinery expansion.

2B. SEGMENT BREAKDOWN

Revenue (O vs Company

Segment Key Development
g Cr) Avg ] P

Spot realizations reached $800 in Q3; current

Alumina Not in doc N/A High i Above Avg
spot $530.
. Shift toward 100% domestic sales to capture
Metal Not in doc N/A Moderate - Below Avg . .
infra/electrical demand.
) ) 1,200 MW CPP; JV with NTPC planned for
Power Not in doc N/A Captive - N/A

1,200 MW smelter expansion.



3. MANAGEMENT OUTLOOK & EXECUTION TRACKER

) . Management Target/ Required Run-Rate / Historical
Dimension Category . . - .
Claim Mathematical Feasibility Delivery
. Alumina Commercial production starting Delayed from .
Guidance ) 1 MTPA by Dec 2025 . Medium
Expansion April 2026. Sept '25
MDO appointment by May/June New minin
Guidance Pottangi Mines Start by Dec 2025 PP T ¢ High
2025. block
. Coal . Utkal D & E each at 2 MTPA On track (3 MT
Guidance . 4 MTPAIn FY26 . Low
Production capacity. FY25)
. 17,163 Cr (Metal Total (BOk Cr including power; start . .
Guidance Smelter Capex Massive scale-up  High
only) FY27.
. Maximize Spot Shifted to spot in Q3 to capture .
Strategy Sales Mix . ) Tactical success Low
Alumina price trend.
Casting capacity 0.6 Gap of 0.15 MT vs hot metal; . .
Strategy Value-Added . Evaluation stage Medium
MTPA looking at scrap use.
Critical Lithium Mining Non-invasive exploration results Multi-year .
Strategy ) : High
Minerals (KABIL) due March 25. gestation
. 70:30 debt-equity for larger First major debt
Balance Funding Internal + Debt Low

projects. entry



4. ANALYST Q&A



Analyst /

Q# Relevance .
irm

Theme
Cluster

Category

Underlying
Concern

Management
Response &
Investment
Implication

Evaded /
Not
Addressed

Credibility Verdict

Amit Dixit,
1 4.0

ICICI

Amit Dixit,
2 4.5

ICICI
3 4.0 Somaiah
4 35 Somaiah

Expansion

Coal
Security

Alumina
Pricing

Project
Capex

Capex and
Allocation

Business
Overview

Financials

Capex and
Allocation

"Total
CAPEX that
has been
committed
for these
projects
[project
wise]."

"Current EC
limit for
these coal
blocks and
future coal
security?"

"How does
the alumina
pricing work
(M-1/M-2)
and
exposure to
spot?"

"How much
has been
spent so far
on refinery

Management
confirmed
(5,677 Cr for
5th stream,
(1,961 Cr for
Pottangi, and
(17,163 Cr for
smelter
expansion.
This clarifies
the sheer scale
of the
investment
cycle, which
exceeds
current net
worth.

Current 4
MTPA capacity
(Utkal D&E) to
be reached
next year,
automatic 20%
EC increase
possible in
subsequent
years.
Replacing e-
auction coal
with captive
supply will
protect smelter
margins by
[B00-900/t.

Management
shifted most
sales to spot to
capture the
price spike
($641 avg in
Q3). High spot
exposure
makes NALCO
a direct beta
play on global
alumina supply
deficits.

Out of 5,700
Cr for refinery,
[B,500 Cris
spent; physical

None

None

None

None

Specific
and clear

5.0

Directional
4.0 with
evidence

Consistent
with market

4.0

Quantitative
detail

4.0



Analyst /

Q# Relevance .
Firm

Di
5 30 e
Agrawal
Sumangal,
6 4.0
Kotak
7 5.0 Ajit Darda

Theme
Cluster

Macro

Employee
Costs

IRR/
Financials

Category

Management
Commentary

Financials

Capex and
Allocation

Underlying
Concern

and
Pottangi?"

"Will the gap
between
bauxite and
alumina
prices
continue?"

"Employee
cost trend
and annual
retirements?"

"How much
incrementally
will we earn
from the
[B0,000 Cr
smelter/
power
investment?"

Management
Response &
Investment
Implication

Evaded /
Not
Addressed

Credibility

progress is at
70%.
Monitoring the
remaining
(2,200 Cr
spend is critical
for FY26
commissioning.

Alumina spot
prices have
corrected to
$530 as
Australian
supply returns;
prices
expected to
floor around
$450-500. This
implies Q3 was
likely the peak
realization
quarter for the
current cycle.

None 3.0

Costs to
remain stable
at
[2,100-2,200
Cr even after
expansion;
only ~40
retirements per
year. Fixed
costs will be
significantly
diluted once
the 1 MTPA
refinery comes
online.

None 4.0

Management
stated that
detailed
financials/IRR
have not been
worked out yet,
focusing
currently on
technology
selection
(AP600). This
is a significant
red flag for

IRR and
EBITDA 2.0
projections

Verdict

Market-
based view

Specific
range

Evasive /
Hedged



10

11

Theme
Firm Cluster

Analyst /

Relevance

Aditya, S
4.0 . Utilization
AXxis
Aditya,
35 . KABIL
AXis
Saket .
4.5 Impairment
Kapoor
Cost
35 Vikash .
Escalation

Category

Management
Commentary

Strategy

Financials

Capex and
Allocation

Underlying
Concern

"Run rate for
the new
refinery in
FY27?"

"Update on
lithium
blocks in
Argentina?"

"Why did
depreciation
cost go up
significantly
this
quarter?"

"Clarification
on refinery
CAPEX cost
escalation to
7,000 Cr?"

Management
Response &
Investment
Implication

long-term
capital
discipline.

Targeting
60-70%
(0.7-0.8 MT) in
the first year of
operation
starting April
2026. This sets
clear volume
expectations
for the FY27
earnings
trajectory.

Non-invasive
results due
March '25; pilot
plant
mid-2027;
mining
decision
post-2027.
Confirms that
Lithium
remains a
long-term
option value
rather than a
near-term
revenue driver.

A one-time
impairment of
(106 Cr was
taken for wind
power plants in
Rajasthan
lacking a PPA.
This explains
the earnings
"miss" relative
to pure
operational
run-rates.

Management
clarified 5,700
Cris for
refinery (post-
escalation) and
the total [7,500
Cr includes

Evaded /
Not Credibility
Addressed

None 4.0
None 3.0
None 5.0
None 4.0

Verdict

Specific
timeline

Multi-year
horizon

Specific
and
quantified

Directional
detail



Management

Evaded /
Analyst / Theme Underlying Response & S .
Q# Relevance . Category Not Credibility Verdict
Firm Cluster Concern Investment
L Addressed

Implication

Pottangi

mines. Cost

inflation in

projects seems
contained for
now but
remains a
watchpoint.

PATTERN FLAGS & SENTIMENT

Theme Cluster: Smelter Capex Anxiety Analysts repeatedly pushed for the financial rationale behind the
[B0,000 Cr investment in the new smelter and power plant. Management’s posture was defensive, relying on the
"AP600 technology" superiority to justify costs, but they failed to provide an estimated IRR or EBITDA per ton.
This remains a live concern; the market is currently rewarding NALCO for its Alumina cash flows but discounting
its long-term smelting expansion due to capital intensity.

Theme Cluster: Alumina Cycle Peaks The discussion centered on the sustainability of $600+ alumina prices.
Management was transparent about the correction to $530 as global supply (Australia) returned. The consensus
in the call was that while the super-cycle peak may be behind us, a structural floor at $450-500 keeps NALCO
highly profitable compared to its [22,000/t cost base.

Analyst Sentiment Verdict: Analysts were impressed by the record-breaking current quarter performance but
stayed highly skeptical of the capital allocation roadmap. The lack of detailed IRR projections for the largest-ever
expansion in the company's history (Q#7) was the primary point of friction. Management's credibility on
operations is at an all-time high, but their credibility as capital allocators is under watch as they transition from a
zero-debt cash-harvester to a high-leverage growth company.

GUIDANCE GAPS REVEALED IN Q&A

What Mgmt Claimed

Topic ) What Q&A Revealed Gap |/ Walk-back Risk to Thesis
(Opening)
Refinery L , Trials Dec '25; Comm 3-6 month slippage in Delayed volume
. Commissioning Sept '25 . . .
Timeline April '26 commercial volumes. growth in FY26.
Wind Power Part of ESG/Green (106 Cr impairment Assets are non-performing due Poor historical capital
portfolio taken to lack of PPA. allocation.
Smelter IRR Project is board- "Financials not worked Lack of rigorous return-on- Risk of value-
melter
approved out in detail." capital targets for [BOk Cr. destructive capex.

5. WHAT CHANGED vs PRIOR QUARTER

First entry — no prior quarter to compare.

What Changed Prior Quarter This Quarter Direction

N/A N/A N/A N/A

STOP HERE.
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