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Road execution to grow by 5-8% in FY2025 to 12,500-13,000 km: ICRA

e Hybrid Annuity Model (HAM) and Engineering, Procurement and Construction (EPC) will continue to
dominate project awards
e  Share of build, operate and transfer (BOT) - Toll is expected to improve to around 10% in FY2025

ICRA expects road execution to witness a growth of 5-8% to 12,500-13,000 km, after recording a robust
expansion of ~20% in FY2024. The pace of execution in this fiscal will be supported by a healthy pipeline of
projects, increased capital outlay by the Government of India (Gol) and focus on completion of projects by
the Ministry of Road Transport and Highways (MoRTH).

ICRA noted that road execution had been impacted in H1 FY2024 on account of the prolonged monsoon in
certain geographies, which affected productive days, resulting in muted growth during that period.

Giving more insights, Mr. Vinay Kumar G, Vice President & Sector Head - Corporate Ratings, ICRA, said:
“The execution situation started improving from September 2023 with road construction witnessing a YoY
surge of 30% in H2 FY2024, enabling an overall growth of ~20% in FY2024 (to 12,349 km from 10,331 km in
FY2023), slightly higher than ICRA’s estimate of 12,000 km for that fiscal. This increase was supported by
the Ministry’s focus on the completion of projects ahead of the General Elections. ICRA expects the road
construction momentum to sustain in FY2025 as well, with a growth of 5-8% to 12,500-13,000 km.”

The Ministry’s project award pipeline is healthy, at above 45,000 km as of March 2024. This is despite the
awarding being significantly impacted in FY2024 amid delay in approval from the Cabinet for the revised
cost estimates of Bharatmala Pariyojana Phase 1 (BMP). Consequently, the overall awards declined by 31%
t0 8,551 km in FY2024 from 12,375 km in FY2023. A similar trend was seen in FY2019 before the last General
Elections, when the project awarding had declined by over 67% on a YoY basis.

The EPC mode continues to be the mainstay of this process, accounting for 70-75% of the awards in FY2024,
followed by BOT-HAM, accounting for 25-30% share. There were no awards under BOT-Toll' in FY2024.
Recently, in March 2024, the Ministry amended the BOT-Toll model concession agreement to improve its
attractiveness.

“Despite the recent changes in the model concession agreement for capacity augmentation of BOT-Toll
projects, given the higher equity commitment and the inherent traffic risks in BOT-Toll projects, a material
shift in the overall project awards towards BOT-Toll in the near to medium term is unlikely. ICRA expects
the BOT-Toll awards’ share to increase to around 10% in FY2025 compared to less than 5% of the orders in
the last five years,” he added.

The EPC and HAM project bidding process in FY2024 witnessed intense competition, as reflected in the
consistently discounted bids (with respect to the authority’s base price) since FY2021. The maximum and
median discounts in 11M FY2024 stood at 46% and 21%, respectively, against 51% and 25%, respectively,
in FY2023.

! Road projects are either awarded under 1) EPC (100% funded by the government), 2) BOT-Toll (100% funded by the private enterprise)
and 3) BOT-HAM model which is a mix of EPC and BOT, with the government and the private enterprise sharing the total project cost in the
ratio of 40:60, respectively. The toll road projects entail significant upfront equity commitment when compared to HAM in addition to
market risk exposure.
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EXHIBIT 1: MORTH ANNUAL EXECUTION
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All information contained herein has been obtained by ICRA from sources believed by it to be accurate and
reliable. Although reasonable care has been taken to ensure that the information herein is true, such
information is provided 'as is' without any warranty of any kind, and ICRA in particular, makes no
representation or warranty, express or implied, as to the accuracy, timeliness or completeness of any such
information. Also, ICRA or any of its group companies, while publishing or otherwise disseminating other
reports may have presented data, analyses and/or opinions that may be inconsistent with the data, analyses
and/or opinions presented in this publication. All information contained herein must be construed solely as
statements of opinion, and ICRA shall not be liable for any losses incurred by users from any use of this
publication or its contents.

Disclaimer:

This Press Release is being transmitted to you for the sole purpose of dissemination through your newspaper
/ magazine / agency. The Press Release may be used by you in full or in part without changing the meaning or
context thereof, but with due credit to ICRA Limited. However, ICRA Limited alone has the sole right of
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distribution of its Press Releases for consideration or otherwise through any media including, but not limited
to, websites and portals.

About ICRA Limited:

ICRA Limited was set up in 1991 by leading financial/investment institutions, commercial banks and financial
services companies as an independent and professional investment Information and Credit Rating Agency.
Today, ICRA and its subsidiaries together form the ICRA Group of Companies (Group ICRA). ICRA is a Public
Limited Company, with its shares listed on the Bombay Stock Exchange and the National Stock Exchange. The
international Credit Rating Agency Moody’s Investors Service is ICRA’s largest shareholder.

Click on the icon to visit our social media profiles.
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