Hindustan Construction Company Ltd — May 2025 Quarterly Analysis

1. VERDICT & BUSINESS QUALITY SNAPSHOT

Result: Inline on De-risking | Weak on Execution One-line: HCC has successfully pivoted from a restructuring
story to a de-leveraged EPC player, but the "growth" leg of the thesis is delayed to FY27 as the company
prioritizes balance sheet hygiene over low-margin turnover.

Dimension Sentiment

This Quarter

Signal | Evidence

Beat/Miss vs Inline FY25 revenue was "muted" as guided in prior quarters; execution
Guidance remains in transition.
. . Low (One-off Standalone Q4 EBITDA margins (31%) were inflated by (200 Cr of
Earnings Quality ) L
driven) arbitration settlements.
) i Mgmt explicitly stated no revenue growth for FY26; 30-40% CAGR
Guidance Confidence Neutral
pushed to FY27-28.
Management Imbrovin Delivered on debt repayment (534 Cr) and prepayment ((1134 Cr);
Vi
Credibility P g credit rating upgraded to BBB(-).
Business Quality Imorovin Shift toward high-entry-barrier niche segments (Pumped Storage,
Signal P g Nuclear, Complex Bridges).
Q# 11 + CG Lender approval for Corporate Guarantee (CG) reduction to 20% is
Key Q&A Exchange . L . .
Reduction in final stages, unlocking the QIP thesis.
The Street's Primary Revenue Analysts questioned the flat FY26 revenue outlook despite an
Anxiety Stagnation (11,852 Cr order book.

Capital Cycle Stage

Margin Trajectory

Consolidation

Stable
(Normalized)

Transitioning from high-cost debt restructuring to operational
stabilization and bidding.

Core margins are in the 14% range once one-off settlements are
stripped out.

Niche positioning in Hydro (Bhutan/PSPs) and Nuclear provides

Pricing Power Stable . .
protection from commaoditized EPC.
FCF Conversion & Stron Substantial debt repayment ((668 Cr total) funded by rights issue,
Quality d QIP, and settlements.
" 100-year legacy in complex civil infra remains intact; 60% of India's
Competitive Moat Stable . —_—
nuclear capacity contribution.
Balance Sheet Net debt targeted to reach [2,500 Cr by March 2026; interest
Adequate

Strength

Working Capital
Efficiency

Mgmt Guidance Track
Record

Key Vulnerability

Management Tone

Deteriorating

Reliable

Order Conversion

Pragmatic

coverage improving.

Standalone tax expense of [B75 Cr (81% of PBT) due to MAT and
deferred tax changes drains liquidity.

Consistent delivery on de-leveraging milestones; transparent about
execution lags.

Thesis depends on converting (81,000 Cr of active bids into a
[20,000 Cr+ order book.

Management was candid about short-term pain for long-term
balance sheet stability.

Sentiment: [JPositive (on Balance Sheet) | [Negative (on FY26 Growth)



Key Takeaways (Positives & Negatives): * Positives: The primary thesis-driver is the balance sheet
transformation. HCC achieved an investment-grade rating (BBB-) and significantly reduced its debt burden,
repaying (534 Cr of scheduled dues and prepaying [134 Cr. The order book grew to 11,852 Cr (from 9,700 Cr
in Dec), with an additional L1 pipeline of 8,513 Cr. The strategic focus on Pumped Storage Projects (PSP) and
the Indus Water Treaty-driven hydro acceleration in J&K/Bhutan provides a high-margin roadmap for FY27
onwards. * Negatives: FY26 is expected to be a "lost year" for growth, with management guiding for flat revenue
as the company works through the 6-month design/mobilization phase of new projects. Standalone PAT for FY25
fell 52.4% YoY due to a massive tax hit ((B75 Cr) and higher effective tax rates. The consolidated loss of (141 Cr
from associates (PRPL) reflects conservative fair-valuation adjustments, creating lumpiness in reporting. *
Forward Watchpoint: The formal implementation of the Corporate Guarantee reduction from 100% to 20% is
the final binary milestone for a valuation re-rating.

2. BUSINESS PERFORMANCE

2A. KEY METRICS DATA SOURCE: PPT figures primary; Concall used for commentary and Q4-specific
standalone breakdowns.

Current
Mgmt Commentary
FY25
Standalone Revenue 48011 | 4.8% . Muted execution as major projects like Coastal Road/Delhi Metro
s . .8% . .
(OCr) completed; new orders yet to hit execution phase.
Consolidated Significant drop due to the de-consolidation of Steiner AG (Swiss
5,603.4 1 20.0% l . . .
Revenue (Cr) subsidiary) construction business.
Standalone EBITDA Boosted by (200 Cr of arbitration settlements in Q4; core margins
933.0 1 35.9% 1
(OCr) are ~14%.
Standalone EBITDA Reported margin of 31% in Q4 standalone; normalized margins
] 19.43% 142.7% 1 . .
Margin % expected in the low-to-mid teens.
Standalone PAT (O . .
cn 84.9 1 52.4% ! Impacted by high tax expense ([B75 Cr) and lower other income.
Consolidated PAT (O Included exceptional gain of [529.7 Cr; offset by [159.8 Cr loss
112.6 1 78.7% ! . .
Cr) from associate (PRPL fair value).
Total Debt (Target [J . . .
cn ~2,500 1 30% 1 March 2026 target; repaid (534 Cr and prepaid (134 Cr in FY25.
Order Book (CCr) 11,852 1 22% 1 Up from 9,700 Cr (Dec 2024); excludes [8,513 Cr L1 positions.
Order Inflows (ICr) 3,471 N/A - HCC's share in three new projects worth 5,700 Cr total.
. Calculated based on FY25 revenue over opening order book
Execution Rate (%) ~40% N/A -
(~[12k Cr).
) Improved visibility for FY27; based on current backlog vs FY25
Book-to-Bill (x) 2.47x 1 1
standalone revenue.
High effective tax rate due to MAT and lack of indexation benefits
Tax Expense ([ICr) 375.1 1 96.1% !

on capital gains.

2B. SEGMENT BREAKDOWN



Order Revenue (O vs Company

Segment Margin Key Development
. Book (%) Cr) . Avg y o

Mumbai Coastal Road completed; Anji Khad

Transport ~50% (est)  Not stated High 1 Higher ] .
Bridge commissioned.
. . Focus on PSPs (Tehri units synchronized); Indus
Hydro ~26% (est)  Not stated High 1 Higher )
Water Treaty acceleration expected.
) RAPP 7 & 8 and BARC Tarapur commissioned;
Nuclear ~10% (est)  Not stated Mid - Average i
bidding for new NPPs.
Water ~14% (est)  Not stated Mid - Average Steady execution in Urban Infrastructure/Metros.

3. MANAGEMENT OUTLOOK & EXECUTION TRACKER

Management Target / Required Run-Rate /| Mathematical Historical
Claim Feasibility Delivery

Dimension Category

. Requires [1,200 Cr/quarter in FY26;
FY26 to remain flat YoY;

Guidance Revenue historical run-rate is [1,100-1,400 Cr. Inline Medium
30-40% CAGR from FY27. . L
Feasible but uninspiring.

. Needs [8,148 Cr new wins. Currently
) Reach [20,000 Cr "first . .
Guidance Order Book taret.” has 8,513 Cr L1 + 81,000 Cr bids Improving Low
LiE under evaluation.

Requires ~[600 Cr additional
. Reduce debt to [2,500 Cr by . )
Guidance Debt reduction from current levels. Delivered Low

March 2026. )
Contingent on settlement cash flows.

Reduce Corporate . o .
. Lender in-principle approval received,; .
Strategy De-risking Guarantee for PRPL from . In-progress Medium
formal documentation in progress.
100% to 20%.

Management reiterated minimal equity
for any future BOT projects via Consistent Low
strategic partners.

Capital Focus only on EPC; No BOT
Strategy . . .
Allocation investment until "debt-free."
Massive traction in Pumped Pipeline of [54,000 Cr identified; large
Macro Hydro/PSP  Storage Projects over next single opportunities of ~[2,500 Cr First entry Low
5-10 years. each.



4. ANALYST Q&A



Management
Response &
Investment

Evaded / Not
Addressed

Theme
Firm Cluster

Analyst /

Underlying

Credibility Verdict
Concern

Q# Relevance (o:11:Ts[o]3Y

Implication

1 4.0
2 4.5
3 4.0

Jainam
Jain

Shikha
Mehta

Shikha
Mehta

Order
Pipeline

Growth/PAT

Deleveraging

Management
Commentary

Management
Commentary

Financials

How are we
seeing the
tender pipeline
in this coming
year in the
FY26?

what kind of
growth we are
eyeing at a
revenue and a
PAT level for
FY26 and
FY277?

what plans we
have on the
debt side if we
have any
internal targets
as to how

much to reduce

our debt by?

Management
identified a
bid pipeline
of (54,000 Cr
for FY26,
concentrated
in urban infra
(metros) and
green energy
(hydro/
PSPs). This
provides the
necessary
volume to hit
the (20,000
Cr order
book target
but win rates
remain the
key variable.

Management
admitted they
are not
eyeing
growth in
FY26,
intending to
maintain
current levels
before hitting
30-40%
CAGR in
FY27-28 as
new orders
mature. This
resets
expectations
fora
"sideways"
year ahead,
capping
short-term
stock upside.

Debt is
targeted to
drop to
[2,500 Cr by
March 2026,
with an
additional
[500-600 Cr
reduction

None

Specific
FY26 PAT
number.

Confirmation
of lender BG
approvals.

4.0

S5

3.0

Specific
target give

Growth
pushed to
FY27

Clear
deleveragi
path



Q# Relevance

Analyst /

Firm

Saurabh

Kenil

Theme
Cluster

Competition

Metro
Projects

(o:11:Ts[o]3Y

Business
Overview

Business
Overview

Underlying
Concern

Megha
Engineering
got a major
nuclear power
project while all
this time we
have been
saying that
HCC has
expertise?

when should
we expect the
bids to get a
tender and
commercialized
in coming days
[Chennai/Patna
Metro]?

Management

Response &
Investment
Implication

targeted
through bank
guarantee
(BG)
transaction
modalities.
De-
leveraging
remains the
core thesis
driver,
potentially
leading to
interest
savings of
~[¥0-80 Cr
annually.

Management
noted they
prioritize
pricing risk
properly over
winning
volume,
suggesting
competitors
may be
taking on
"risky jobs"
that HCC
avoids. This
indicates a
disciplined
bidding
strategy but
risks market
share loss to
more
aggressive
players.

Chennai
Metro bids
are expected
in FY26,
while Patna
Metro (05 &
06) is
expected to
open within a
month
pending
state/lender

Evaded / Not

Credibility
Addressed

Competitive

win rate 3.0
analysis.

None 4.0

Verdict

Defensive
on bidding

Specific
timelines



Q# Relevance

Analyst /

Firm

Viraj

Ankita
Shah

Theme
Cluster

Deleveraging

Margins

(o:11:Ts[o]3Y

Financials

Financials

Underlying
Concern

Aspirationally
when do you
see a net debt
to EBITDA of
one turn?

what explains
the margins of
31% this
quarter versus
the 13% for
last year?

Management
Response &
Investment
Implication

permissions.
This provides
near-term
catalysts for
order book
growth.

Management
expects to
achieve a
1.0x Net
Debt/EBITDA
ratio within "a
couple of
years" based
on
accelerated
deleveraging.
This signals
a transition to
a "high-
quality"
balance
sheet that
could trigger
a significant
valuation
multiple re-
rating.

The margin
spike was
driven by
[200 Cr of
arbitration
settlements;
stripping this
out, the core
operational
EBITDA
margin
remains
steady at
~14%.
Investors
should
discount the
Q4 beat as
non-recurring
and focus on
the 14%
normalized
run-rate.

Evaded / Not

Credibility
Addressed

None 4.0
Quantification

of individual 5.0
settlements.

Verdict

Long-term
target

High
transparen



10

Theme
Firm Cluster

Analyst /

Relevance (o:11:Ts[o]3Y

Ankita Associate . .

4.0 Financials
Shah Loss
Kunal L

4.0 De-risking Governance
Tokas
Kunal

4.0 Strategy Governance
Tokas

Underlying
Concern

help me
understand the
loss or the face
value loss that
is reported in
prolific?

you have
talked about
the guarantee
reduction for
PRPL to 20%...
Is that
information,
correct?

plan to
consolidate all
awards into a
single
subsidiary

Management
Response &
Investment
Implication

The 141 Cr
loss was a
non-cash fair
valuation
adjustment
due to a
more
conservative
estimate of
recovery
timelines and
a higher
discounting
factor (NPV
basis). This
clarifies that
the "loss" is
an
accounting
artifact, not
an
operational
failure of the
underlying
claims.

HCC has
parked (200
Crof QIP
proceeds to
be infused
into PRPL
(as an ICD)
once lenders
formalize the
CG
reduction.
This confirms
that the QIP
was the
catalyst for
the single
largest
contingent
liability
reduction in
HCC's
history.

Consolidation
into a 100%
subsidiary
isolates
operational

Evaded / Not

Addressed

None

Final lender
approval
date.

Specific tax
savings
amount.

Credibility Verdict

Technical
4.0 .

clarity

Thesis-
4.5 . .

critical link

Structural
4.0

cleanup



Management
Analyst/ Theme Underlying Response & Evaded / Not

Q# Relevance i (o:11:Ts[o]3Y
Firm Cluster Concern Investment Addressed

Implication

Credibility

EPC work
from "lumpy"
arbitration
recoveries
and creates
tax
efficiencies.
This will
make the
standalone
P&L
significantly
more
predictable
and
transparent
for
institutional
investors.

against
issuance of
NCBs... What's
the thinking?

PATTERN FLAGS & SENTIMENT * The "Growth Gap" vs. "De-risking" Trade-off: Analysts were consistently
focused on the lack of top-line growth for FY26. Management was firm but defensive, framing the lack of growth
as a deliberate consequence of prioritizing balance sheet hygiene and risk-managed bidding over "growth for the
sake of growth.” * Arbitration & Settlements as a P&L Engine: Multiple questions on margins and fair value
losses (PRPL) highlighted analyst skepticism regarding "clean" earnings. Management's transparency in
stripping out the [200 Cr settlement boost helped, but the reliance on lumpy settlements remains a quality-of-
earnings overhang. * Balance Sheet Credibility: This was the most positive theme. Analysts recognized the
significance of the debt prepayments and the BBB(-) rating upgrade. Management appeared most confident
when discussing deleveraging and structural isolation of legacy claims.

Analyst Sentiment Verdict: Analysts are convinced that the "bankruptcy risk” is permanently off the table but
remain skeptical of HCC's ability to compete with aggressive peers (like Megha) for new-age infrastructure
volume. The tone was generally appreciative of the transparency but cautious regarding the FY26 revenue
plateau. Credibility is at its highest point in years due to the delivered debt repayments.

GUIDANCE GAPS REVEALED IN Q&A | Topic | What Mgmt Claimed (Opening) | What Q&A Revealed | Gap /
Walk-back | Risk to Thesis | | :--- | :--- | :--- | :--- | :--- | | EBITDA Margin | 31% for the quarter (PPT) | Normalized
is ~14% | CROO Cr of the EBITDA is a non-recurring settlement gain. | Operational performance is lower than the
optics suggest. | | FY26 Growth | "Accelerated" order book. | No revenue growth for next 12 months. | Top-line
stagnation despite a growing order book due to design/lead times. | Valuation ceiling in the short term. |

Verdict



5. WHAT CHANGED vs PRIOR QUARTER

Prior Quarter (Q2

What Changed
FY25)

This Quarter (Q4 FY25) Direction

Under pressure /

Credit Ratin BBB (-) Investment Grade (Care 1 Improvin
g Unrated © ( ) P g
Net Debt Target ~[8,600 Cr [2,500 Cr (by March 2026) 1t Improving
Order Book (9,800 Cr (11,852 Cr 1 Improving
Revenue Outlook "Muted FY25" "Flat FY26" (Growth pushed to FY27) | Deteriorating
Standalone EBITDA )
Margin 18.0% 19.4% (Reported FY) / 31% (Q4) 1 Improving (One-off)
. . . | Deteriorating
Associate Performance Restructuring phase [159.8 Cr Fair Value Loss (PRPL) .
(Accounting)
Equity Base QIP pendin FB00 Cr QIP + [850 Cr Rights 1 Improvin
aury P ¢ completed P ¢
Defensive / i . . .
Management Posture Confident / Operational Transition t Improving

Restructuring

» Working Capital Lever: The divergence between consolidated PAT ([112.6 Cr) and the total debt reduction/
prepayment (~[668 Cr) was driven by the liquidation of arbitration settlements (C200 Cr margin contribution)
and the infusion of QIP/Rights issue proceeds. The standalone ETR of 81% remains a major cash drain on
core operations.

» Thesis Change: Does this quarter change the thesis? No, but it re-sequences it. The "Cleanup Thesis" is
largely complete and successful. The "Growth Thesis" has been pushed back by 12 months. Long-term
investors should view this as a period of consolidation where the risk of ruin has vanished, but the reward of
execution is still 2-3 quarters away.

END OF ANALYSIS
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