
Hindustan Construction Company Ltd — Oct 2024 Quarterly Analysis

1. VERDICT & BUSINESS QUALITY SNAPSHOT

Result: Inline with a Negative Growth Bias (Revenue-wise); Positive on De-risking One-line: HCC is trading

immediate revenue growth for a massive balance sheet cleanup, pivoting from a "distressed" restructuring story

to a "growth-ready" EPC player via contingent liability reduction and debt prepayment.

Dimension This Quarter Signal / Evidence Sentiment

Beat/Miss vs

Guidance
Inline

Revenue growth muted as expected due to project transitions;

margins saw a one-off arbitration bump.
🟡

Earnings Quality
Low (One-off

driven)

~₹40-50 Cr of EBITDA and ₹300 Cr of revenue derived from

arbitration awards rather than core execution.
🔴

Guidance Confidence Neutral
Mgmt admitted FY25 revenue will be muted; growth is pushed to

FY26.
🟡

Management

Credibility
Improving

Significant progress on reducing Prolific Resolution CG (100% to

20%) and settling OCD debt at a discount.
🟢

Business Quality

Signal
Improving

Pivot toward high-margin Pumped Storage (PSP) and Nuclear;

moving away from capital-heavy BOT.
🟢

Key Q&A Exchange
Q# 2 + CG

Reduction

Lenders agreed in principle to reduce HCC’s corporate guarantee

on ₹3,700 Cr debt to 20%.
🟢

The Street's Primary

Anxiety
Execution Lag

Analysts pressed on why revenue is flat/declining while the order

book is ₹10k Cr+.
🔴

Capital Cycle Stage Consolidation
Focus on QIP-led deleveraging and extracting cash from court-

deposited arbitration awards.
🟡

Margin Trajectory Improving
EBITDA margins at 18% (reported); normalized margins expected

in the "low-to-mid teens."
🟢

Pricing Power Stable
Operating in niche segments (Nuclear, Tunnels, PSP) with low

competitive intensity.
🟢

FCF Conversion &

Quality
Distorted

Cash flow benefited from ₹700 Cr spike in MSME payables,

suggesting vendor-financed working capital.
🔴

Competitive Moat Stable
100-year legacy in complex infra (Nuclear/Hydro) remains a barrier

for new entrants.
🟢

Balance Sheet

Strength

Stressed but

Improving

Debt at ₹3,600 Cr (including interest); massive de-risking

underway via CG reduction.
🟡

Working Capital Deteriorating
MSME payables surged 29%; unbilled revenue remains high at

₹2,148 Cr (Standalone).
🔴

Mgmt Guidance Track

Record
Mixed

Consistent on de-risking targets; less visibility on quarterly

execution run-rates.
🟡

Key Vulnerability QIP Dependency
Success of the thesis relies on the December QIP and lender

approvals for CG reduction.
🔴

Management Tone
Confident &

Pragmatic

Management was upfront about "muted FY25" while highlighting

balance sheet milestones.
🟢

Sentiment: 🟢 Positive (on Balance Sheet) | 🔴 Negative (on Short-term Growth)



Key Takeaways: * Positives: The primary thesis-mover is the reduction of the corporate guarantee (CG) for

Prolific Resolution from 100% to 20%, which removes a ₹3,000 Cr+ contingent overhang. Additionally, the

settlement of ₹307 Cr OCD for ₹234 Cr (₹73 Cr gain) and annual interest savings of ₹35 Cr demonstrate

proactive deleveraging. The L1 pipeline of ₹3,860 Cr and focus on Pumped Storage Plants (PSP) provide long-

term visibility. * Negatives: Revenue growth is non-existent for FY25 as major projects (Coastal Road, Delhi

Metro) wrap up and new ones haven't hit the execution sweet spot. Earnings quality this quarter was masked by

₹300 Cr of "award-linked" revenue. Working capital management appears stretched, with a massive spike in

MSME payables (up ₹700 Cr YoY). * Forward Watchpoint: The completion of the QIP by December and the

formal reduction of the Prolific Corporate Guarantee are the two binary events that will determine if the stock can

re-rate to an "Investment Grade" EPC player.

2. BUSINESS PERFORMANCE

2A. KEY METRICS

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

Metric
Current Qtr

(Q2 FY25)

YoY

Change

QoQ

Change
Trend Mgmt Commentary

Standalone

Revenue
₹1,203 Cr ↑ 6% ↓ 13% →

Growth driven by ₹300 Cr arbitration awards;

core execution is currently flat.

Consolidated

Revenue
₹1,400 Cr ↓ 22% ↓ 22% ↓

Decline due to sale of Steiner AG’s construction

business.

Standalone EBITDA

Margin
18% ↑ 400 bps ↑ 300 bps ↑

Includes ~₹40-50 Cr one-off from arbitration

awards.

Net Profit (Console) ₹64 Cr ↑ 900% ↓ 41% ↑
Significant YoY jump due to lower losses/

restructuring; QoQ dip on tax/interest.

Order Book

(Standalone)
₹9,800 Cr ↓ 10% ↓ 5% ↓

Excludes ₹1,032 Cr LOA received in Oct;

implies execution faster than inflows.

Order Inflows (Oct) ₹1,032 Cr N/A N/A ↑
LOA for Agardanda Bridge project received

post-quarter.

L1 Pipeline ₹3,860 Cr N/A N/A 🟢
Includes a Hydro and a Transport project;

conversion expected in Q3/Q4.

Total Debt (Inc. Int) ₹3,600 Cr ↓ 5% → →
Targeted to reach ₹3,000 Cr by year-end via

prepayments.

Interest Cost

(Annual)
~₹370 Cr N/A N/A ↓

Expected to drop by ₹35 Cr annually following

OCD settlement.

MSME Payables ₹3,097 Cr ↑ 29% N/A ↓
Reflects high vendor credit usage; no direct

correlation to profit per mgmt.

Unbilled Revenue

(S.A.)
₹2,148 Cr N/A N/A →

Normal Ind-AS accounting; reflects milestone-

based billing cycles.

2B. SEGMENT BREAKDOWN (Order Book Mix)



Segment Order Book (%) Current Status Key Development

Transport 47% Core Driver Completed Coastal Road (S-bound); DMRC DC-06 POC received.

Hydro 26% High Potential Tehri PSP Unit 5 machine spinning; focus on new PSP bids.

Water 22% Steady Geographical focus on Maharashtra and Gujarat.

Nuclear 5% Niche Participated in ₹2k-3k Cr small modular reactor discussions.

3. MANAGEMENT OUTLOOK & EXECUTION TRACKER

Dimension Category
Management

Target / Claim

Required Run-Rate / Mathematical

Feasibility

Historical

Delivery
Risk Flag

Guidance Revenue
FY25 "Muted";

growth in FY26.

To flatline YoY, H2 needs ₹2,800 Cr+,

which is unlikely given current project

stage.

Mixed

High

(execution

lag)

Guidance Order Intake
₹10,000 Cr for

FY25.

Needs ₹5,108 Cr in H2 (L1 of ₹3,860 Cr

+ Oct LOA of ₹1,032 Cr makes this

highly feasible).

Consistent Low

Balance
Debt

Reduction

₹3,000 Cr by

Mar-25.

Needs ₹600 Cr reduction; contingent on

QIP and court-deposited award release.
Improving

Medium

(Lender deps)

Strategy Steiner AG
Divest Real Estate

assets.

Strategic bankers appointed; bids

under evaluation.

Construction

sold

Medium

(Timing)

De-risking
Corp.

Guarantee

Reduce to 20% by

Nov-end.

Requires final board approvals from

consortium lenders.
New Goal

High (Timeline

risk)



4. ANALYST Q&A



Q# Relevance
Analyst /

Firm

Theme

Cluster
Category

Underlying

Concern

Management

Response &

Investment

Implication

Evaded / Not

Addressed
Credibility Verdict

1 4.0
Sanjeev

Damani
Execution

Business

Overview

How much

work is

executable in

H2 FY25?

Mgmt

refused to

provide

specific

forward-

looking

revenue

numbers but

noted that

new orders

take 6

months to hit

P&L. This

confirms that

H2 FY25 will

not see a

significant

revenue

breakout.

Specific

revenue for

H2.

2.0
Evasive on

run-rate

2 5.0
Viraj

Mahadevia
De-risking Financials

Implications of

reducing

Prolific CG

from 100% to

20%.

Reduction

from ₹3,700

Cr to ~₹600

Cr is a

massive de-

risking event

that improves

credit ratings

and lowers

future capital

costs.

Success is

partially

linked to the

QIP

proceeds.

None 4.5

Thesis-

critical de-

risking

3 4.5
Viraj

Mahadevia
Debt/Interest Financials

How is the

₹35 Cr interest

reduction

achieved?

Bank

guarantees

will be used

to swap with

cash

currently

deposited in

courts for

arbitration,

allowing HCC

to prepay

lenders. This

deleverages

the balance

sheet without

using core

None 4.0

Clear

deleveraging

strategy



Q# Relevance
Analyst /

Firm

Theme

Cluster
Category

Underlying

Concern

Management

Response &

Investment

Implication

Evaded / Not

Addressed
Credibility Verdict

operations

cash flow.

4 4.0
Deepak

Poddar
Revenue

Management

Commentary

Revenue de-

growth in Q1/

Q2 and FY25

outlook.

Management

explicitly

asked

investors to

"look beyond

FY25" as

current

project mix

and award

cycles create

a temporary

execution

gap.

Investors

should

prepare for a

weak top-line

year followed

by a FY26

recovery.

None 3.5

Growth

pushed to

FY26

5 3.5
Bharat

Mani
Steiner AG Strategy

Update on

Steiner Real

Estate

divestment.

Strategic

bankers are

evaluating

options for

divestment;

mgmt asked

for patience

to let

"surprises be

surprises."

This implies

a potential

cash inflow

from

Switzerland

is still on the

table.

Current bid

status/

valuation.

2.5
Vague on

timeline

6 4.0
Bharat

Mani
PSP Sector

Business

Overview

Opportunity

size in

Pumped

Storage

Projects.

HCC sees a

₹12k-15k Cr

pipeline in

PSP over the

next 6-8

months and

has formed

strategic JVs.

PSP projects

have better

margins and

shorter

Specific JV

partner

names.

4.0
New growth

engine



Q# Relevance
Analyst /

Firm

Theme

Cluster
Category

Underlying

Concern

Management

Response &

Investment

Implication

Evaded / Not

Addressed
Credibility Verdict

turnaround

than

traditional

Hydro.

7 3.0
Bharat

Mani
Subcontracting Financials

Why did

subcontracting

costs drop to

54% from

65%?

Costs vary by

project mix;

some

quarters

involve self-

execution

while others

are

subcontract-

heavy. No

structural

shift in

strategy, just

project-level

variation.

None 3.0
Operational

variance

8 4.0
Ashish

Shah
CG Reduction Financials

Timeline for

the Corporate

Guarantee

reduction.

Internal

target for

lender

approvals is

end of

November.

Formalizing

this is the key

milestone for

the QIP

launch and

valuation re-

rating.

None 4.0

Specific

timeline

given

9 3.5
Jinesh

Kothari

Earnings

Quality
Financials

Reasons for

the substantial

jump in

standalone

margins.

Margins were

boosted by

₹40-50 Cr of

"award-

linked"

income on

₹300 Cr

revenue.

Core

operational

margins are

lower, in the

"low to mid-

teens."

Normalized

margin

quantification.

3.0
Low-quality

margin beat

10 3.5
Kunal

Tokas
BOT Strategy Strategy

Future of the

Infrastructure

subsidiary and

BOT.

HCC will not

lock up

capital in

BOT projects

until it is

None 4.0

Prudent

capital

allocation



Q# Relevance
Analyst /

Firm

Theme

Cluster
Category

Underlying

Concern

Management

Response &

Investment

Implication

Evaded / Not

Addressed
Credibility Verdict

"debt-free";

any future

BOT

participation

will be

through

strategic

partners with

minimal

equity from

HCC. Focus

remains

strictly on

EPC.

11 4.0
Avinash

Nahata
Deleveraging Financials

Why are

lenders

agreeing to

reduce CG

from 100% to

20%?

Symbiotic

relationship:

HCC success

boosts credit

ratings, while

a small

portion of

QIP proceeds

will support

Prolific's

FY26 debt

repayments.

This aligns

interests for a

"clean slate"

balance

sheet.

None 4.5

Clear

incentive

alignment

12 3.0 Tanishq Tax Rate Financials

Why is the tax

rate

persistently

high?

Company is

paying MAT/

Book Profit

tax as broad-

forward

losses can

only offset

regular

income, not

book profits.

Indexation

benefit

removal on

capital gains

also

impacted

deferred tax.

None 4.0

Technical

tax

explanation

13 4.0
Pratik

Kothari
Segments

Business

Overview

Growth drivers

for

2026-2027.

Transport

(Railways/

Metros) and
None 4.0

Long-term

roadmap



Q# Relevance
Analyst /

Firm

Theme

Cluster
Category

Underlying

Concern

Management

Response &

Investment

Implication

Evaded / Not

Addressed
Credibility Verdict

Hydro (PSP)

will be the

primary

drivers,

making up

40-50% of

business.

Nuclear will

be a steady

but smaller

contributor.

14 3.5 Saras Nuclear
Business

Overview

Progress on

Small Modular

Reactors

(SMRs).

Government

discussions

are at a

preliminary

stage;

technology

and liability

transfer

issues

remain

unresolved.

No

immediate

concrete

business

expected.

None 3.0
Grounded

expectations

15 4.5
Kapil

Agarwal
Unbilled Rev Financials

Why is

unbilled

revenue

(₹3,100 Cr

consol)

double the

quarterly

turnover?

Standalone

unbilled is

₹2,148 Cr; it's

a function of

milestone-

based billing

(Ind-AS 115).

Not

necessarily a

sign of

stalled

collections,

but a normal

infrastructure

cycle.

None 3.0
Standard

accounting

16 4.0
Pratik

Kothari

MSME

Payables
Financials

Why did

MSME

payables

spike by ₹700

Cr?

Mgmt claims

no correlation

between

vendor type

and profit;

focus is on

clearing

liabilities.

However, the

Why

specifically

₹700 Cr

increase.

2.0
Defensive

on liquidity



Q# Relevance
Analyst /

Firm

Theme

Cluster
Category

Underlying

Concern

Management

Response &

Investment

Implication

Evaded / Not

Addressed
Credibility Verdict

surge

suggests

working

capital is

being

managed by

stretching

vendor

payments.

PATTERN FLAGS & SENTIMENT

Theme 1: The "Muted" FY25 Narrative: Multiple analysts questioned the lack of top-line growth.

Management was defensively firm that FY25 is a year for "building the order book" rather than "reporting

revenue," effectively resetting expectations for the next 6 months.

Theme 2: De-risking as the Real Thesis: The most friction-less part of the call was the discussion on CG

reduction and OCD settlement. Management appeared highly confident in their ability to "clean the slate,"

which seems to be the primary narrative they want the Street to buy into.

Theme 3: Working Capital Anxiety: Questions on unbilled revenue and MSME payables reveal analyst

skepticism about the quality of the balance sheet. Management’s deflection on the MSME spike (claiming "no

correlation") left a lingering concern that liquidity is tighter than the cash balance suggests.

Analyst Sentiment Verdict: Analysts were cautiously optimistic about the balance sheet cleanup but skeptical

about the core execution momentum. The most friction arose during the MSME payables and revenue growth

discussions. While the de-risking narrative gained credibility, the "earnings quality" took a hit due to the reliance

on one-off awards for the margin beat.

GUIDANCE GAPS REVEALED IN Q&A

Topic
What Mgmt Claimed

(Opening)

What Q&A

Revealed
Gap / Walk-back Risk to Thesis

FY25

Revenue

Consistent

performance.
Will be "muted." Admission that growth is a FY26 story.

Short-term valuation

ceiling.

Margins 18% EBITDA margin.
Core is "low-mid

teens."

~4% of the margin is a one-off

arbitration award.

Overstated operational

efficiency.

CG

Reduction
In-principle approval.

Linked to QIP

success.

The cleanup is not a standalone event;

it requires equity infusion.

Execution risk on the

QIP.

5. WHAT CHANGED vs PRIOR QUARTER

First entry — no prior quarter to compare.

• 

• 

• 
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