
Hindustan Construction Company Ltd — FY 2025 Annual Report Analysis

Annual Report Analysis (Consolidated)

Investor Snapshot

HCC operates as a recapitalized infrastructure entity pivoting toward private sector projects like Tata Power

PSH following the strategic divestment of Steiner AG, yet it remains burdened by legacy execution

bottlenecks.

Consolidated revenue experienced a severe 20.03% YoY contraction to ₹5,603 Cr, signaling a shrinking

operational base despite a ₹11,852 Cr order backlog.

Operating margins are under pressure as finance costs consume a significant 10.7% of revenue, leaving a

thin interest coverage ratio of 1.87x.

Reported PBT of ₹523 Cr is of low quality, entirely supported by ₹540 Cr in non-recurring exceptional gains,

masking underlying operational losses.

Balance sheet health improved via a ₹906 Cr equity infusion (Rights/QIP), reducing total borrowings to ₹1,679

Cr and turning net worth positive, though D/E remains elevated at 1.85x.

Cash flow generation is insufficient to service debt as CFO remains lower than interest obligations, with

liquidity trapped in a ₹5,399 Cr working capital cycle of receivables and unbilled WIP.

Maintenance-level capex of only ₹18 Cr reflects a defensive posture and a lack of investment in future growth

capacity.

Earnings quality is severely compromised by an auditor qualification on ₹207.51 Cr of Deferred Tax Assets

and heavy reliance on challenged arbitration awards.

Governance risks are acute, characterized by a 78.89% promoter pledge and a questionable ₹400 Cr inter-

corporate deposit to a loss-making joint venture.

The primary risk remains the potential for court reversals on ₹1,651 Cr in arbitration awards, which represent

over 50% of receivables and are critical to the valuation.

The outlook depends on converting the backlog into revenue and reducing the ₹1,126 Cr in aged receivables

(>3 years) to unlock working capital.

Investment View: Watch; while immediate insolvency is averted, the company remains a "Value Trap" until

revenue growth exceeds 10% and promoter pledges fall below 20%.
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# Analytical point Sentiment

1

HCC operates as a recapitalized infrastructure entity pivoting toward private sector projects like Tata Power

PSH following the strategic divestment of Steiner AG, yet it remains burdened by legacy execution

bottlenecks.

—

2
Consolidated revenue experienced a severe 20.03% YoY contraction to ₹5,603 Cr, signaling a

shrinking operational base despite a ₹11,852 Cr order backlog.
—

3
Operating margins are under pressure as finance costs consume a significant 10.7% of revenue,

leaving a thin interest coverage ratio of 1.87x.
—

4
Reported PBT of ₹523 Cr is of low quality, entirely supported by ₹540 Cr in non-recurring exceptional

gains, masking underlying operational losses.
—

5
Balance sheet health improved via a ₹906 Cr equity infusion (Rights/QIP), reducing total borrowings

to ₹1,679 Cr and turning net worth positive, though D/E remains elevated at 1.85x.
—

6
Cash flow generation is insufficient to service debt as CFO remains lower than interest obligations,

with liquidity trapped in a ₹5,399 Cr working capital cycle.
—

7
Maintenance-level capex of only ₹18 Cr reflects a defensive posture and a lack of investment in future

growth capacity.
—

8
Earnings quality is severely compromised by an auditor qualification on ₹207.51 Cr of Deferred Tax

Assets and heavy reliance on challenged arbitration awards.
—

9
Governance risks are acute, characterized by a 78.89% promoter pledge and a questionable ₹400 Cr

inter-corporate deposit to a loss-making joint venture.
—

10
The primary risk remains the potential for court reversals on ₹1,651 Cr in arbitration awards, which

represent over 50% of receivables.
—

11
The outlook depends on converting the backlog into revenue and reducing the ₹1,126 Cr in aged receivables

(>3 years) to unlock working capital.
—

12
Investment View: Watch; while immediate insolvency is averted, the company remains a "Value Trap" until

revenue growth exceeds 10% and promoter pledges fall below 20%.
—

Final research summary: hindustan construction company ltd (hcc)

1. Business overview

Business Segments: Primarily focused on engineering and construction (E&C) across transport, hydro,

nuclear power, and water sectors.

Revenue Drivers: Execution of domestic infrastructure projects; increasingly pivoting toward private sector

contracts (e.g., Tata Power Pumped Storage Hydro).

Cost Drivers: Subcontracting expenses (51% of total expenses), material costs, and high finance costs

(10.7% of revenue).

Industry Position: A legacy player in heavy engineering, currently transitioning from a global footprint to a

leaner, India-centric model.

Expansion Plans: Shift toward an asset-light, subcontracting-heavy model to reduce fixed costs and improve

liquidity.

Acquisitions & Divestments: Divested Steiner AG (Swiss real estate) and Western Securities Limited to

simplify the corporate structure and recapitalize.

Capacity Additions: Minimal organic capacity expansion; Gross Block fell from ₹1,410 Cr to ₹889 Cr due to

disposals and deconsolidation.
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Segment Performance: Consolidated revenue collapsed by 20% YoY, signaling execution bottlenecks or a

deliberate scale-back of low-margin legacy projects.

Geographical Presence: Exited international operations (Switzerland) to focus exclusively on the Indian

infrastructure renaissance.

2. Management commentary & outlook

The strategic divestment of Steiner AG (SAG) represents a "forced simplification" to remove international

complexity, though HCC retains ₹1,174 Cr in contractual receivables and claims.

Management is aggressively courting private developers to improve working capital cycles and reduce

historical dependence on government contracts and the "arbitration trap."

The company is selectively pursuing out-of-court settlements for arbitration awards, signaling a pragmatic

need for immediate liquidity over long-term "maximum value."

Recapitalization through a ₹350 Cr Rights Issue and ₹600 Cr QIP has successfully traded equity for survival,

moving the company from "technical insolvency" to a positive net worth.

The transition of Arjun Dhawan to Vice Chairman & MD (w.e.f. June 2025) and the exit of Jaspreet Bhullar

(MD & CEO) indicates a return to a centralized, promoter-led management structure.

Management highlights the Tata Power Pumped Storage Hydro (PSH) project as a major qualitative shift

toward high-quality private sector execution.

The credit rating upgrade to CARE BBB- (Investment Grade) is viewed by management as a milestone for

lower borrowing costs, though it was driven by cash infusion rather than operational turnaround.

Long-term vision focuses on a "100-year legacy" while operating a leaner, asset-light model to navigate the

post-restructuring era.

Management Tone: The tone has shifted from defensive debt resolution to cautious optimism regarding the

infrastructure renaissance. However, a visible gap remains between growth rhetoric and the reality of a 20%

revenue collapse. The narrative is one of "recapitalized stagnation," where survival is secured but the

operational engine is sputtering. (Neutral / cautious)
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3. Financial analysis

3.1 Financial statements

P&L statement (₹ Cr)

Line item Mar 2025 Mar 2024

Sales 5,603 7,007

Sales Growth % -20.03 -15.27

Expenses 4,969 6,336

Material Cost % 16 12

Raw material cost 564 862

Change in inventory 337 10

Manufacturing Cost % 54 63

Employee Cost % 9 9

Other Cost % 10 6

Operating Profit 634 671

OPM % 11 10

Other Income 653 974

Exceptional items 540 806

Other income normal 113 168

Interest 600 813

Depreciation 164 105

Profit before tax 523 726

Tax % 78 34

Net Profit 113 478

Profit from Associates 0 0

Minority share 0 0

Exceptional items AT 115 609

Profit excl Excep -3 -130

Profit for PE -3 -130

Profit for EPS 113 478

Profit Growth % 98 70

EPS (₹) 0.43 1.98

Dividend Payout % 0 0



Balance sheet (₹ Cr)



Line item Mar 2025 Mar 2024

Equity Capital 182 151

Reserves 724 -320

Borrowings 1,679 2,223

Long term Borrowings 1,045 1,672

Short term Borrowings 634 437

Lease Liabilities 0 114

Preference Capital 0 0

Other Borrowings 0 0

Other Liabilities 5,504 7,005

Non controlling int 0 0

Trade Payables 2,092 2,473

Advance from Customers 877 1,122

Other liability items 2,534 3,409

Total Liabilities 8,088 9,059

Fixed Assets 242 449

Land 25 36

Building 28 339

Plant Machinery 687 764

Ships Vessels 1 1

Equipments 6 6

Computers 16 9

Furniture n fittings 16 84

Vehicles 45 48

Intangible Assets 62 3

Other fixed assets 4 119

Gross Block 889 1,410

Accumulated Depreciation 647 962

CWIP 7 1

Investments 110 246

Other Assets 7,729 8,364

Inventories 128 436

Trade receivables 2,388 2,204

Receivables over 6m 2,026 2,034

Receivables under 6m 413 222

Prov for Doubtful -51 -52

Cash Equivalents 708 513



Line item Mar 2025 Mar 2024

Loans n Advances 185 72

Other asset items 4,320 5,139

Total Assets 8,088 9,059

Cash flow statement (₹ Cr)

Line item Mar 2025 Mar 2024

Cash from Operating Activity 134 91

Profit from operations 825 315

Receivables -262 426

Inventory 307 54

Payables 241 80

Loans Advances 0 0

Other WC items -972 -746

Working capital changes -686 -186

Direct taxes -5 -39

Cash from Investing Activity -72 536

Fixed assets purchased -18 -19

Fixed assets sold 24 99

Investments purchased -59 0

Investments sold 0 0

Interest received 15 15

Dividends received 0 0

Redemp n Canc of Shares 27 272

Acquisition of companies 0 0

Other investing items -62 168

Cash from Financing Activity 109 -810

Proceeds from shares 906 15

Proceeds from borrowings 0 0

Repayment of borrowings -321 -330

Investment subsidy 0 0

Interest paid fin -448 -462

Dividends paid 0 0

Financial liabilities -28 -33

Other financing items 0 0

Net Cash Flow 171 -183

Free Cash Flow 140 171

CFO/OP 22 19



Key ratios

Line item Mar 2025 Mar 2024

Debtor Days 156 115

Inventory Days 52 183

Days Payable 847 1,035

Cash Conversion Cycle -640 -738

Working Capital Days 17 22

ROCE % 25 21

3.2 Financial analysis summary

Revenue declined by 20.03% to ₹5,603.00 Cr, primarily driven by the divestment of Western Securities

Limited and deconsolidation of Steiner AG, reflected in the Total Assets reduction from ₹9,059.00 Cr to

₹8,088.00 Cr.

Despite falling Revenue, OPM % improved slightly to 11.00% as Subcontracting expenses fell by a sharper

32.9% to ₹2,856.97 Cr, signaling a strategic shift in project execution or reduced reliance on high-cost

outsourced work.

Net Profit of ₹113.00 Cr was heavily reliant on Exceptional items of ₹540.00 Cr (primarily debt settlement

gains), as the business recorded a Profit excl Excep of -₹3.00 Cr, indicating that core operations remain

marginally loss-making.

The effective tax rate surged to 78.00% due to a ₹424.42 Cr Deferred Tax charge following the adoption of a

new tax regime and a ₹301.22 Cr write-down of Deferred Tax Assets, which significantly suppressed the

bottom-line impact of exceptional gains.

Finance Cost remains a critical burden at ₹600.00 Cr (10.7% of Revenue), although it decreased from

₹813.00 Cr as Total Debt was reduced to ₹1,679.00 Cr; however, OCDs carry a 11.5% yield equalization

creating a future "bullet" liability.

Depreciation increased by 56% to ₹164.00 Cr despite a lower Gross Block of ₹889.00 Cr, suggesting

accelerated depreciation or catch-up amortisation on intangible assets following subsidiary deconsolidation.

Trade Receivables rose to ₹2,388.00 Cr despite falling sales, with Debtor Days deteriorating to 156 days;

notably, ₹1,651.17 Cr of these are challenged arbitration awards, representing a massive liquidity risk.

Working Capital is further strained by Unbilled WIP (Contract Assets) of ₹2,322.69 Cr, which combined with

receivables nearly equals annual Revenue, leading to a massive -₹686.00 Cr Working capital changes hit in

the CFO.

CFO of ₹134.00 Cr was primarily supported by a ₹307.00 Cr liquidation of Inventory and a ₹241.00 Cr

increase in Trade Payables (Days Payable at 847), rather than sustainable operational cash generation.

Net Worth turned positive at ₹906.00 Cr (from -₹169.00 Cr) solely due to ₹906.00 Cr Proceeds from shares

via a Rights Issue and QIP, as Reserves remain impacted by -₹3,099.05 Cr in accumulated losses.

Fixed Assets decreased to ₹242.00 Cr following the sale of assets and deconsolidation, while CWIP remains

negligible at ₹7.00 Cr, suggesting limited immediate organic capacity expansion.

ROCE % improved to 25.00% due to the reduction in the capital base (Total Assets down 11%), but ROE %

at 12.47% reflects the dilutive impact of the massive equity infusion and high tax charges.

Other Assets include a new ₹805.56 Cr "Project Receivables" reclassification, which appears to be a move

to shift long-term aged dues out of the primary Trade Receivables bucket to manage optics.
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Other Liabilities include ₹1,265.53 Cr in non-current financial liabilities and ₹1,027.14 Cr in current liabilities;

Advance to Suppliers tripled to ₹174.43 Cr despite falling revenue, signaling potential fund diversion or

prepayments for stalled projects.

Interest Coverage remains thin at 1.87x, indicating that the company’s Operating Profit and normal Other

Income are barely sufficient to service its high Finance Cost without relying on exceptional gains or equity

raises.

Synthesis: The company’s financial character this year is defined by a massive balance sheet restructuring

where equity infusions and exceptional debt gains have restored Net Worth, yet core operations remain

weak, characterized by declining Revenue, severe working capital stagnation in challenged arbitration claims,

and a heavy reliance on non-recurring items to offset high interest and tax burdens.

3.3 Contingent liabilities & commitments

Challenged Arbitration Awards: ₹1,651.17 Cr of claims awarded in arbitration are currently challenged by

customers in court. This represents 53.6% of total receivables and is the primary risk to Net Worth.

Bank Guarantees: ₹10.98 Cr held as margin money specifically against arbitration awards.

Litigation: Significant focus on the "Resolution Plan" and dependence on future arbitration outcomes to

service restructured debt.

Tax Disputes: Auditor qualification regarding the recoverability of Deferred Tax Assets (DTA) amounting to

₹207.51 Cr due to internal control failures.

• 

• 

• 

• 

• 

• 

• 



3.9 Earnings quality & forensic checks



# Check Impact Status Notes detail

1 PAT vs CFO trend

Profit ↓ — earnings overstate cash; CFO

of ₹134 Cr relies on ₹307 Cr inventory

liquidation.

—

CFO is aided by one-time inventory

reduction rather than core operational

collections.

2
Receivables &

channel-stuffing signal

Revenue ↑↓ — liquidity risk; receivables +

unbilled WIP of ₹5,399 Cr nearly equals

annual revenue.

—

Note 7.5: Receivables >3 years

increased 25.8% to ₹1,126.78 Cr despite

20% revenue drop.

3

Revenue timing

(unbilled / contract

assets)

Revenue ↑ — aggressive recognition;

unbilled WIP is 41% of revenue based on

high-judgment estimates.

—

Note 2(v)(b): Revenue includes claims

based on "legal opinion," creating high

valuation judgment risk.

4
Revenue from related

parties %

Neutral — minimal impact; associate

investment is small relative to total

consolidated revenue scale.

—

Note 18.5: Promoter stake diluted to

15.29%; RPTs not flagged as primary

revenue drivers.

5
Inventory vs revenue

growth

Profit ↑ — liquidation benefit; inventory

fell 70% while sales fell only 20% YoY.
—

Note 195: Inventory reduction provided a

₹307 Cr boost to operating cash flow.

6
Inventory valuation

method change

Neutral — no policy change; valuation

remains at lower of cost or net realizable

value.

—

Note 2: Standard cost/NRV policy

maintained; change driven by

deconsolidation of subsidiaries.

7
Exceptional items in

operating profit

Profit ↑ — non-core boost; exceptional

gains of ₹540 Cr exceed the entire PBT.
—

Note 45.1.2: Gains from debt settlement

and deconsolidation of WSL mask an

underlying operating loss.

8
Depreciation rate vs

useful life policy

Profit ↓ — accelerated charge;

depreciation rose 56% despite a 46%

drop in gross block.

—

Note 195: Higher depreciation on a

smaller asset base suggests catch-up

amortisation or impairment.

9
Provision reversals

boosting PAT

Profit ↑ — non-cash gain; ₹216 Cr gain

from deconsolidation recognized in P&L.
—

Auditor Report: Significant gains from

deconsolidation (₹216.90 Cr) used to

offset operational weakness.

10
Tax rate consistency +

cash tax vs P&L tax

Profit ↓ — non-cash tax hit; 78% effective

tax rate due to DTA write-down.
—

Note 10.6: ₹301 Cr DTA write-down due

to new tax regime adoption; cash tax

remains negligible.

11
CWIP age and stalling

projects

Neutral — low balance; CWIP is

negligible following the divestment of

various subsidiaries.

—

Balance sheet shows most capital-

intensive projects are either completed or

deconsolidated.

12
Deferred tax asset

recognition adequacy

Profit ↓ — valuation risk; auditor qualified

opinion on recoverability of ₹207 Cr DTA.
—

Auditor Report Para 8: Internal controls

for DTA valuation were "not operating

effectively."

13
RPT quantum and

trend

Profit ↓ — investment wipeout; share of

loss from JV Prolific Resolution hit P&L.
—

Note 6.1: JV loss wiped out the entire

carrying value of the investment in

Prolific Resolution.

14
Dividend paid vs FCF

adequacy

Neutral — no dividends; cash conserved

for debt repayment and working capital

needs.

—
Negative retained earnings of ₹3,099 Cr

legally preclude dividend payments.

15 Fund Diversion Signal

Profit ↓ — potential tunneling; advances

to suppliers tripled despite falling

revenue.

—

Note 11: Significant increase in advances

to suppliers/subcontractors while revenue

fell 20%.

16
Asset Reclassification

Optics

Neutral — optical shift; new non-current

project receivables line item.
—

Note 9: Reclassification of long-term

dues out of Trade Receivables to

manage ageing optics.



4. Management & governance

A. Auditor Report & Key Audit Matters * Audit opinion type: Qualified Opinion. * KAM - Recoverability of

Deferred Tax Assets (DTA): Qualification regarding the recoverability of DTA amounting to ₹207.51 Cr. Internal

financial controls for assessing recoverability were not operating effectively. * KAM - Deconsolidation of

Subsidiaries: Significant impact from the divestment of Steiner AG and Western Securities Limited, resulting in

a gain of ₹216.90 Cr. * KAM - Revenue Recognition (POCM): Concern regarding high degree of management

judgment in estimating "total contract costs" and recognition of "Variable Consideration" (claims) before legal

finality. * Emphasis of Matter: Focus on the "Resolution Plan" and dependence on future arbitration outcomes.

Flagged share of loss of ₹142.83 Cr from JV Prolific Resolution Private Limited.

B. Related Party Transactions | Party | Relationship | Nature | Amount (₹ Cr) | Prior year (₹ Cr) | YoY change % |

Type | Concern | | :--- | :--- | :--- | ---: | ---: | ---: | :--- | :--- | | Prolific Resolution Pvt Ltd | Associate/JV | ICD / Share

of Loss | 400.00 | 37.06 | 979.33 | Loan/Loss | Massive fund diversion to loss-making JV | | Highbar

Technocrat Ltd | Associate | Investment | 31.55 | 23.75 | 32.84 | Investment | Neutral | | Hincon Holdings Ltd |

Promoter | Equity Stake | 11.87% | 14.28% | (16.88) | Dilution | Promoter stake dilution | | Hincon Finance Ltd |

Promoter | Equity Stake | 3.42% | 4.12% | (16.99) | Dilution | Promoter stake dilution |

RPT Verdict: Governance Concern . The authorization to advance up to ₹400 Cr to Prolific Resolution (a

loss-making associate that already caused a ₹142.83 Cr hit) indicates potential tunneling or support of off-

balance sheet debt vehicles.

C. Shareholding * Promoter and Promoter Group: 16.72% * FIIs / FPIs: 10.57% * Public: 65.86% * Promoter

Pledge: 78.89% of the promoter holding is pledged (representing 13.19% of total equity), indicating extreme

vulnerability to market volatility.

D. Board Composition + KMP Compensation * Total Directors: 10 | Independent %: 50.00% | Women

Directors: 1. * Family Relations: Ajit Gulabchand (Chairman) and Arjun Dhawan (Vice Chairman) are related

(Father-in-law / Son-in-law). * Compensation Analysis: Total KMP compensation (₹13.28 Cr) grew 6.15% YoY,

while Consolidated EBITDA declined 5.51%. Arjun Dhawan's pay grew 9.09% despite a 20% revenue collapse.

F. Capital Allocation & Capex | Action | FY current (₹ Cr) | FY prior (₹ Cr) | % of CFO | Signal | | :--- | ---: | ---: | ---:

| :--- | | Interest Payments | 448.00 | 462.00 | 334.33% | — | | Capex | 18.00 | 19.00 | 13.43% | — | | Equity

Issuance | 906.00 | 15.00 | 676.12% | Positive for liquidity | | Asset Sales | 119.00 | 99.00 | 88.81% | — |

CAPEX Analytical Notes:

CFO (₹134 Cr) is 7.44x the minimal Capex (₹18 Cr), but this is due to a 91% reduction in capex over two

years.

Gross Block fell from ₹1,410 Cr to ₹889 Cr, signaling the company is in "harvest" or liquidation mode.

Takeaway: Equity proceeds (₹906 Cr) were used to fund interest and debt repayments as operating cash

flow remains insufficient to cover the ₹448 Cr interest burden.

H. Risks * Litigation (High): ₹1,651.17 Cr in challenged arbitration awards; potential write-off of 53.6% of

receivables. * DTA Recoverability (High): ₹207.51 Cr in DTA may not be realizable due to internal control

failure; 23% erosion of Net Worth. * Working Capital Stagnation (High): Receivables > 3 years increased

25.8% to ₹1,126.78 Cr. * Order Book Collapse (High): Revenue fell 20% YoY; inability to generate future cash

flow to service OCDs. * Promoter Pledge (High): 78.89% of promoter holding is pledged; risk of margin calls.
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5. Scorecard & verdict

Part a: scorecard

Dimension
Rating

(1–5)
Delta Key evidence One-line rationale

Business quality 2 ↓
Revenue -20% YoY; Order

backlog ₹11,852 Cr.

Shrinking revenue base and execution

bottlenecks despite industry tailwinds.

Financial health 2 ↑
D/E 1.85x; Interest Coverage

1.87x; CFO < Interest.

Recapitalized via equity, but core cash

flow cannot service debt.

Earnings quality 1 →
Exceptional Gains > PBT; Auditor

Qualification on DTA.

Profits are entirely non-recurring;

aggressive revenue recognition on claims.

Management &

governance
1 ↓

79% Promoter Pledge; ₹400 Cr

ICD to loss-making JV.

High RPT risk and thin promoter skin-in-

the-game.

Capital allocation &

earnings visibility
2 ↓

Capex ₹18 Cr; Revenue -20%;

Negative Retained Earnings.

Value-destructive cycle of diluting equity to

pay interest.

Business positives (for this company this year) * Recapitalization: Successfully raised ₹906 Cr via Rights

Issue and QIP, turning Net Worth positive. * Debt Reduction: Total Borrowings reduced from ₹2,223 Cr to

₹1,679 Cr. * Strategic Exit: Divestment of Steiner AG removes international complexity and volatility. * Client

Diversification: Successful pivot to private sector with the Tata Power PSH project. * Credit Upgrade:

Attained CARE BBB- investment grade rating, improving future borrowing terms.

Business negatives / concerns (for this company this year) * Revenue Collapse: Consolidated revenue fell 

20.03% to ₹5,603 Cr, signaling operational decay. * Auditor Qualification: Severe qualification on the

recoverability of ₹207.51 Cr Deferred Tax Assets. * Working Capital Trap: Challenged arbitration awards of 

₹1,651.17 Cr represent 53.6% of receivables. * Governance Red Flag: Authorization of ₹400 Cr ICD to a loss-

making JV (Prolific Resolution). * High Promoter Pledge: 78.89% of promoter holding remains pledged despite

the stock recovery. * Non-Core Earnings: PBT of ₹523 Cr is entirely driven by ₹540 Cr in exceptional gains.

OVERALL SCORECARD SUMMARY HCC has successfully navigated its immediate "Liquidity Death Spiral"

through massive equity dilution, but it remains a fundamentally weak business. While the balance sheet has

been "cleaned" of technical insolvency, the core operations are shrinking, and earnings are entirely dependent

on non-recurring debt settlement gains. Governance risks are elevated due to high promoter pledges and

significant fund commitments to loss-making associates. The trajectory is stable in terms of survival but

deteriorating in terms of operational scale and shareholder value.



Part b: governance check matrix

# Check Status

1 Audit opinion clean? —

2 Promoter pledge = 0? —

3 KMP pay < 5% of EBITDA? —

4 RPT quantum < 5% of revenue? —

5 Board > 50% independent? —

6 At least 1 woman director? —

7 No statutory dues outstanding? —

8 No fraud reported? —

9 Audit trail enabled? —

10 Frequent Auditor change —

Total: 6/10 — Governance Rating: 2

Part c: investor verdict

Thesis: HCC is a recapitalized liquidation play where survival is funded by equity holders to service legacy debt,

with no clear path to operational growth. Overall stance: Watch Rationale: Immediate bankruptcy risk is

removed, but the "Value Trap" risk is high due to revenue decay and arbitration dependence. Re-evaluate

when: Consolidated Revenue growth turns positive (>10%) AND Promoter Pledge falls below 20%. BULL

CASE: Successful out-of-court settlement of ₹1,651 Cr arbitration awards at <20% haircut. BEAR CASE: Court

reversal of major arbitration awards leading to a ₹500 Cr+ write-off and Net Worth erosion. Key monitorable:

Receivables > 3 years: ₹1,126.78 Cr → Watch for any further increase.



7. Year-over-year analysis

7.1 Changes

Metric / theme Summary a status Summary b status Forensic takeaway

Solvency & Net

Worth

Technically insolvent with a

negative net worth of ₹169

Cr.

Positive net worth of ₹906

Cr following ₹950 Cr equity

infusion.

Solvency was restored through massive

shareholder dilution (Rights Issue/QIP) rather

than operational turnaround.

Revenue

Trajectory

₹7,007 Cr (15% YoY

decline).

₹5,603 Cr (20% YoY

decline).

The accelerating revenue collapse indicates a

shrinking operational footprint and execution

failure following international divestments.

Tax Strategy &

DTA

₹623 Cr Deferred Tax Asset

(DTA) recognized despite

auditor qualification.

DTA written down to ₹207

Cr; effective tax rate

surged to 78%.

Management finally conceded to a massive

DTA impairment, validating previous auditor

warnings through a punitive non-cash tax

charge.

Working Capital

Anomalies

Focus on unbilled WIP and

aged receivables.

Advances to suppliers

tripled to ₹174 Cr despite

20% lower revenue.

Tripling supplier advances during a revenue

contraction suggests potential fund diversion or

emergency liquidity support to a distressed

supply chain.

RPT & JV

Funding

Massive debt novation to

JV (PRPL) to clean the

balance sheet.

Authorized ₹400 Cr ICD to

the same loss-making JV

(PRPL).

Fresh equity capital raised from public

shareholders is being funneled back into the

off-balance sheet vehicle used for legacy debt

shifts.

Management

Tone

Defensive focus on debt

resolution and "liquidity at

any cost."

Narrative of "recapitalized

stagnation" and cautious

optimism.

Management has pivoted to a survival-is-

growth narrative, though the operational engine

remains in a state of decay.

7.2 Persistent patterns

Negative Core Earnings: Reported profits in both periods are entirely artificial, driven by non-cash

exceptional gains (debt settlements/deconsolidations) while core operations remain loss-making.

Qualified Audit Opinions: Auditors consistently issue qualified opinions regarding the recoverability of

assets and the failure of internal financial controls over valuation.

Extreme Promoter Pledge: Promoter pledging remains dangerously high (>78%), leaving the equity

structure perpetually vulnerable to margin calls and involuntary changes in control.

Litigation-Led Liquidity: The company’s survival remains a "legal lottery," with over ₹1,200 Cr–₹1,600 Cr

in challenged arbitration awards acting as the primary (and frozen) liquidity buffer.

Capex Starvation: Maintenance capex remains at subsistence levels (~₹18-19 Cr), indicating a sustained

hollowing out of the productive asset base in favor of an asset-light subcontracting model.

Vendor Financing Dependency: Days Payable remain at astronomical levels (>800 days), confirming

that the company is using its supply chain as a primary, involuntary source of interest-free working capital.

Interest Burden Mismatch: Finance costs consistently exceed or consume the vast majority of operating

cash flow, necessitating constant asset sales or equity raises to service debt.

• 

• 

• 

• 

• 

• 

• 
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