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Annual Report Analysis (Consolidated)

Source: CRORES. All figures  Crores. Pipeline: v5-Gemini — Wila - W3 - W1b+W2+WZ2F (parallel, notes-
injected) - Merge.

Investor Snapshot

# Analytical Point Sentiment

HCC operates as a distressed EPC entity in a state of technical insolvency, with equity value currently

. N . . ONegative
functioning as a leveraged bet on legal arbitration outcomes rather than operational execution.
Revenue contracted by 15.27% YoY to [7,007 Cr, reflecting a shrinking operational footprint and a loss of ONegative
competitive edge in the core infrastructure segment. ¢
Operating Profit of (671 Cr was insufficient to service finance costs of [813 Cr, resulting in a critically weak ONeati
egative
Interest Coverage Ratio of 0.70x. 9
Reported Net Profit of (478 Cr is of poor quality, as it was entirely driven by (806 Cr in non-cash exceptional ONegative
gains related to debt restructuring. g
Despite a 60% reduction in total borrowings to [2,223 Cr via debt novation, the company remains technically ONegative
iv
insolvent with a negative Net Worth of -[169 Cr. ¢
Cash Flow from Operations stood at a meager [91 Cr, representing only 19% of reported PAT, highlighting a [Negative
significant disconnect between accounting profits and cash generation. .
Capital expenditure remained negligible at [19 Cr, indicating a lack of investment in asset renewal which ONeutral
further hampers long-term execution capabilities.
Earnings quality is severely compromised by a Qualified Audit Opinion regarding the recoverability of [623.43 ONegative
iv
Cr in Deferred Tax Assets and aggressive revenue recognition via Unbilled WIP (48.7% of revenue). g
Governance risks are elevated due to 85.31% of promoter holdings being pledged and massive related-party ONegative
transactions involving the shift of [2,855.69 Cr in debt to an off-balance sheet JV. d
Order book visibility has deteriorated significantly, falling 29% YoY to [10,475 Cr, providing less than 24 ONegative
months of revenue runway. ¢
The outlook is contingent on the "Vivad se Vishwas II" scheme to monetize 1,251 Cr in disputed awards; ONeutral
eutra

failure to secure these funds poses a total collapse risk to the resolution plan.

12 Investment View: AVOID; monitor the Unbilled WIP to Revenue ratio (threshold >55%) and Net Worth status ONegative
as primary indicators of further structural decay. g

1. BUSINESS OVERVIEW (In Bullet Points)

» Order Book Erosion: The order backlog has significantly deteriorated to (10,475 Cr in FY24 from (14,772
Crin FY23, representing a 29% YoY decline.

* Revenue Drivers: Revenue is increasingly driven by legacy project completions (Sone Bridge, Nikachhu,
Sawalkot) rather than new starts; standalone revenue fell to (5,043 Cr (down 3.4% YoY).



* Cost Structure: EBITDA margins are reported at 13.6%, but are highly sensitive to "claims recognition."
Subcontracting remains the primary cost lever, while high interest burdens continue to cannibalize operating
gains.

* Industry Position: HCC is pivoting away from hyper-competitive domestic road/bridge sectors toward
specialized engineering niches like Nuclear Power and International Hydro (Bhutan/Nepal).

- Strategic Divestments: The company liquidated Steiner Construction SA (Switzerland), signaling a
retreat from high-risk international contracting to focus on asset-light development or total exit.

* Expansion & Capacity: Growth is constrained by a lack of fresh bank guarantees (BGs) and letters of credit
(LCs), though management expects improvements following banking sector NPA reductions.

» Geographical Presence: Maintaining a presence in India and neighboring regions (Bhutan/Nepal), while
scaling back European construction operations.

2. MANAGEMENT COMMENTARY & OUTLOOK

» Management is heavily banking on the Government’s Vivad se Vishwas Il scheme for legal monetization,
offering 65-85% settlement on disputed awards to improve liquidity.

« The strategy has shifted from "growth at all costs" to "liquidity at any cost," focusing on macro-environment
improvements and arbitration reforms rather than internal operational efficiency.

» Avoluntary 35% haircut on assets held at "fair value" is implied if the company accepts 65% settlements
under government schemes, a potential hit to net worth.

* The transition to a professional MD & CEO (Jaspreet Bhullar) marks a shift toward operational execution,
while the promoter family remains focused on debt and legal resolution.

» The [B50 Cr Rights Issue, oversubscribed 250%, is being utilized as "working capital oxygen" to prevent
project sites from stalling rather than for aggressive deleveraging.

* Management highlights the "lowest NPAs in a decade" for the banking sector as a catalyst to finally access
fresh bank guarantees and LCs to restart growth.

 The divestment of Steiner Construction SA signals a survival-first move to shore up the standalone entity's
balance sheet.

* Long-term vision involves positioning HCC as a specialized engineering player in Nuclear and Hydro sectors
once the current debt-legal overhang is cleared.

* Management Tone: The tone has shifted from "crisis management" to "stabilization and selective growth."
Management is positioning HCC as a "coiled spring" reliant on legal outcomes and macro tailwinds. However,
the shrinking order book suggests the "spring" itself is losing tension. The narrative is strategically pivot-
focused but remains heavily dependent on legal settlements for survival.

3. FINANCIAL ANALYSIS

3.1 Financial Statements

Source: Screener.in — all monetary values in  Crores. Use these numbers directly.



P&L Statement ((JCrores)

Line Item

Sales -

Sales Growth %
Expenses -

Material Cost % -
Raw material cost
Change in inventory
Manufacturing Cost %
Employee Cost %
Other Cost %
Operating Profit
OPM %

Other Income -
Exceptional items
Other income normal
Interest

Depreciation

Profit before tax
Tax %

Net Profit -

Profit from Associates
Minority share
Exceptional items AT
Profit excl Excep
Profit for PE

Profit for EPS

Profit Growth %
EPSinRs

Dividend Payout %

Mar 2024

7,007.00
-15.27
6,336.00
12.00
862.00
10.00
63.00
9.00
6.00
671.00
10.00
974.00
806.00
168.00
813.00
105.00
726.00
34.00
478.00
0.00
0.00
609.00
-130.00
-130.00
478.00
70.00
1.98

0.00

Mar 2023
8,270.00
-22.48
7,722.00
12.00
1,010.00
-11.00
67.00
9.00
5.00
548.00
7.00
497.00
437.00
60.00
1,012.00
128.00
-94.00
-71.00
-28.00
0.00
0.00
408.00
-436.00
-436.00
-28.00
-395.00
-0.12

0.00



Balance Sheet ((ICrores)



Line Item

Equity Capital
Reserves

Borrowings -

Long term Borrowings
Short term Borrowings
Lease Liabilities
Preference Capital
Other Borrowings
Other Liabilities -

Non controlling int

Trade Payables

Advance from Customers

Other liability items
Total Liabilities
Fixed Assets -
Land

Building

Plant Machinery
Ships Vessels
Equipments
Computers
Furniture n fittings
Vehicles
Intangible Assets
Other fixed assets

Gross Block

Accumulated Depreciation

CWIP

Investments

Other Assets -
Inventories

Trade receivables -
Receivables over 6m
Receivables under 6m
Prov for Doubtful

Cash Equivalents

Mar 2024

151.00
-320.00
2,223.00
1,672.00
437.00
114.00
0.00
0.00
7,005.00
0.00
2,473.00
1,122.00
3,409.00
9,059.00
449.00
36.00
339.00
764.00
1.00
6.00
9.00
84.00
48.00
3.00
119.00
1,410.00
962.00
1.00
246.00
8,364.00
436.00
2,204.00
2,034.00
222.00
-52.00

513.00

Mar 2023
151.00
-866.00
5,512.00
4,851.00
443.00
217.00
0.00
0.00
8,381.00
0.00
2,991.00
1,316.00
4,074.00
13,178.00
623.00
36.00
419.00
801.00
1.00
0.00
8.00
89.00
53.00
3.00
129.00
1,540.00
917.00
0.00
79.00
12,475.00
491.00
2,698.00
2,168.00
564.00
-33.00

1,154.00



Line Item

Loans n Advances

Other asset items

Total Assets

Cash Flow Statement (CICrores)

Line Item

Cash from Operating Activity -

Profit from operations
Receivables

Inventory

Payables

Loans Advances

Other WC items

Working capital changes
Direct taxes

Cash from Investing Activity -
Fixed assets purchased
Fixed assets sold
Investments purchased
Investments sold

Interest received
Dividends received
Redemp n Canc of Shares
Acquisition of companies
Other investing items
Cash from Financing Activity -
Proceeds from shares
Proceeds from borrowings
Repayment of borrowings
Investment subsidy
Interest paid fin

Dividends paid

Financial liabilities

Other financing items

Net Cash Flow

Free Cash Flow

CFO/OP

Mar 2024
72.00
5,139.00

9,059.00

Mar 2024
91.00
315.00
426.00
54.00
80.00
0.00
-746.00
-186.00
-39.00
536.00
-19.00
99.00
0.00
0.00
15.00
0.00

272.00

168.00
-810.00

15.00

-462.00
0.00
-33.00
0.00
-183.00
171.00

19.00

Mar 2023
92.00
8,042.00

13,178.00

Mar 2023
16.00
329.00
-240.00
-6.00
-218.00
0.00
145.00

-318.00

448.00

-214.00

0.00
6.00
26.00
5.00
374.00
-30.00
272.00

-603.00

-392.00
0.00
-10.00
0.00
-139.00

-189.00



Key Ratios ([JCrores)

Line Item Mar 2024 Mar 2023
Debtor Days 115.00 119.00
Inventory Days 183.00 179.00
Days Payable 1,035.00 1,093.00
Cash Conversion Cycle -738.00 -795.00
Working Capital Days 22.00 -24.00
ROCE % 21.00 16.00

3.2 Financial Analysis Summary

* Revenue from Operations declined by 15.27% to [7,007.00 Cr, a contraction driven by project execution
delays and the deconsolidation of subsidiaries like Prolific Resolution Private Limited (PRPL).

» Operating Profit grew to [671.00 Cr with OPM improving to 10.00%, but quality is weak as Net Profit of
[478.00 Cr is entirely supported by [806.00 Cr in Exceptional Items; excluding these, the company suffered
a Profit excl Excep loss of [130.00 Cr.

 Trade Receivables decreased to [2,204.00 Cr, but this is offset by a 16.73% surge in Unbilled WIP
(Contract Assets) to [B,414.29 Cr, indicating significant work performed but not yet certified by clients.

* Total Debt was reduced from [5,512.00 Cr to [2,223.00 Cr primarily through the novation of [2,855.69 Cr of
debt to PRPL in exchange for arbitration rights, a move that masks true leverage.

 Finance Cost decreased by 19.66% to [813.27 Cr, yet Interest Coverage remains critically low at 0.70x,
and Net Worth remains negative at -[169.00 Cr, highlighting continued technical insolvency.

» Cash from Operating Activity of [91.00 Cr was insufficient to meet Interest paid fin of [462.00 Cr, forcing
reliance on Cash from Investing Activity inflows of [636.00 Cr (including asset sales and share
redemptions).

» Capex was minimal at [19.00 Cr, as the Gross Block contracted to [1,410.00 Cr, reflecting a lack of fresh
investment in productive capacity and a shift toward an asset-light subcontracting model.

* ROCE improved to 21.00%, though this is largely a function of a shrinking Total Assets base (down 31%
YoY) rather than core operational efficiency.

 Deferred Tax assets of [623.43 Cr received a Qualified Opinion from auditors due to uncertainty over future
taxable profits; a write-down would further devastate the negative Net Worth.

» Working Capital management shows a negative Cash Conversion Cycle of -738 days, driven by
excessively high Days Payable of 1,035 days, suggesting the company is funding operations by stretching
vendors.

» Other Assets include Capital Advances of [62.50 Cr which have remained stagnant, suggesting stalled
capex or long-pending deliveries from vendors.

» Other Expenses totaling [(661.32 Cr and Subcontracting Expenses at 60.82% of Revenue highlight a
margin-sensitive model highly dependent on third-party execution.

» The dominant financial theme of the year is a massive balance sheet deleveraging achieved through debt
novation and subsidiary deconsolidation rather than operational cash flow, leaving the company technically
insolvent and reliant on legal claim monetization.



3.3 Contingent Liabilities & Commitments

» Challenged Arbitration Awards: The company has [1,251.52 Cr of receivables tied up in challenged
arbitration awards. If court challenges succeed against the company, it would trigger massive write-offs.

» Tax Disputes: A Qualified Opinion was issued regarding the recoverability of [623.43 Cr in Deferred Tax
Assets (DTA). The auditor noted that internal financial controls for assessing DTA recoverability were not
operating effectively.

 Capital Commitments: The company mentions contractual commitments for PPE acquisition, though
specific values are not fully detailed in the current report; however, Capital Advances of [62.50 Cr remain
stagnant.

» Guarantees: While specific Bank Guarantee (BG) tables were not provided, management notes that the
primary bottleneck for growth has been the inability to access fresh BGs and LCs.



3.9 Earnings Quality & Forensic Checks



# Check

11

12

13

PAT vs CFO
trend

Receivables &
channel-stuffing
signal

Revenue timing
(unbilled /
contract assets)

Revenue from
related parties %

Inventory vs
revenue growth

Inventory
valuation method
change

Exceptional items
in operating profit

Depreciation rate
vs useful life

policy

Provision
reversals
boosting PAT

Tax rate
consistency

CWIP age and
stalling projects

Deferred tax
asset recognition
adequacy

Impact

Profit t — non-cash
exceptional gains of (806 Cr
inflate PAT while CFO lags at
@1Cr.

Revenue | — receivables and
inventory fall 13% and 11%
respectively as sales drop
15%.

Revenue 1 — unbilled WIP
rose 16.7% despite sales drop,
suggesting aggressive
revenue recognition.

Neutral — revenue quality
depends on JV performance
following massive debt and
claim novation.

Profit | — slow-moving land
assets of [B09 Cr tie up capital
amid declining revenue.

Neutral — consistent valuation
policy maintained despite
significant shifts in asset
composition.

Profit 1 — exceptional gain of
[B06 Cr masks a core loss of
(130 Cr.

Profit 1 — depreciation
expense fell 18% following
asset disposals and minimal
new capital expenditure.

Profit 1 — lower provisions for
doubtful debts relative to
massive aged receivables
boosts PAT.

Profit 1 — P&L tax of 34% vs
minimal cash tax paid of (B9
Cr.

Neutral — minimal CWIP
indicates lack of new internal
asset creation rather than
stalling.

Profit 1 — recognition of (623
Cr DTA despite uncertainty of
future taxable profits.

Status

O

Evidence

PAT [478 Cr vs CFO
[91 Cr (FY24).

Receivables [2,204
Cr; Inventory [436
Cr; Sales Growth
-15.27%.

Unbilled WIP
[B,414.29 Cr (FY24)
vs [2,924.98 Cr
(FY23).

Share of profit from
JV PRPL: [B7.06 Cr.

Inventory (436 Cr
(-11%) vs Sales
(7,007 Cr (-15%).

No change in
valuation policy
reported.

Exceptional items
[BO6 Cr; Profit excl.
Exceptional -[130 Cr.

Depreciation (105 Cr
(FY24) vs (128 Cr
(FY23).

Provision for Doubtful
[62 Crvs [B95 Cr
receivables >3 years.

Tax % 34.00; Direct
Taxes Paid [B9 Cr.

CWIP [1.00 Cr
(FY24) vs [0.00 Cr
(FY23).

DTA balance [623.43
Cr (FY24).

Notes Detail

Forensic Alert: Profits driven by
subsidiary deconsolidation gains
rather than core operating cash
flows.

Note 7.5: [895.73 Cr of
receivables are aged >3 years;
[1,251.52 Cr are disputed
arbitration claims.

Note 16: Significant lag between
work execution and certification;
contract assets are 48.7% of
revenue.

Note 20.1(c): Debt of [2,855.69
Cr novated to PRPL in exchange
for arbitration award interests.

Note 12: Inventory includes non-
core "Land and development
rights" which are not related to
construction.

Note 2: Inventories valued at
lower of cost and net realizable
value using weighted average.

P&L: Total profit is entirely
attributable to one-time gains
from deconsolidation of
subsidiaries.

Note 3A: Gross Block reduced
from [1,100 Cr to [1,050 Cr due
to lack of fresh capex.

Note 7.5: Provisioning appears
inadequate given the volume of
disputed and long-aged
arbitration awards.

Note 10.1: High reliance on
Deferred Tax Assets despite
historical losses and auditor's
qualified opinion.

Balance Sheet: Fixed asset
base is shrinking; company is
operating an asset-light
subcontracting model.

Auditor's Report: Qualified
opinion issued; doubts regarding
certainty of generating sufficient
future taxable income.



# Check Impact Status Evidence Notes Detail

Neutral — deconsolidation of . Note 33.2: PRPL deconsolidated
o Novation of [2,855.69 . .
RPT quantum PRPL moves significant debt Cr debt to related during the year, effectively
and trend and assets to off-balance removing a large portion of
party PRPL.
sheet JV. Group debt.

Neutral — no dividends paid .
P&L: Negative reserves of [B20

Dividend paid vs as company prioritizes debt Dividend Payout 0%; . .
14 ) O Cr and negative total equity
FCF adequacy resolution and addresses FCF 171 Cr. - ]
. preclude dividend distributions.
negative net worth.
Auditor Profit + — Failure to write Auditor noted internal financial
15 Qualification on down impaired DTA assets O DTA [623.43 Cr. controls for DTA assessment
DTA inflates Net Worth and PAT. were not operating effectively.
. Neutral — Reliance on "time- . . Auditor flagged total erosion of
Going Concern L . Net Worth is negative o
16 ) bound monetization" to service [ net worth and significant debt
Uncertainty (169 Cr.
restructured debt. defaults.
. . High probability of future
Profit | — Potential for : : .
Aged ) . . [B95.73 Cr aged >3 impairments despite
) ) massive future impairments on O L
Receivables Risk years. management's optimistic legal

legacy assets.
gacy outlook.

4. MANAGEMENT & GOVERNANCE

A. Auditor Report & Key Audit Matters * Audit Opinion Type: Qualified Opinion. * KAM - Recoverability of
Deferred Tax Assets (DTA): The auditor issued a qualification regarding the recoverability of DTA amounting to
623.43 Cr. The auditor noted that internal financial controls for assessing DTA recoverability were not operating
effectively. * KAM - Going Concern: Auditor flagged the total erosion of net worth and significant debt defaults.
Management's assessment is heavily reliant on the "time-bound monetization of assets" and the success of the
debt resolution plan. * KAM - Revenue Recognition: Focus on the Percentage-of-Completion Method (POCM).
Auditor concern centers on the high degree of management judgment in estimating "total contract costs" and the
recognition of "Variable Consideration" (claims) before legal certainty. * KAM - Recoverability of Claims:
Auditor highlighted 1,251.52 Cr of arbitration awards challenged in court. Management relies on legal opinions to
avoid provisioning, but adverse rulings pose a systemic threat to liquidity. * Emphasis of Matter: Significant
focus on the "Resolution Plan" and the dependence on future arbitration outcomes to service restructured debt,
specifically the novation of 2,855.69 Cr of debt to PRPL.

B. Related Party Transactions

. . Amount (O

Relationship  Nature cr Concern

Prolific Resolution Pvt Ltd ) Debt Off-balance sheet shift of massive
Joint Venture . 2,855.69 Cr

(PRPL) Novation legacy debt

Prolific Resolution Pvt Ltd . Share of Non-cash gain from JV holding disputed
Joint Venture ) 37.06 Cr .

(PRPL) Profit claims

Hincon Holdings Limited Promoter Equity Stake 14.28% High concentration of control

Hincon Finance Limited Promoter Equity Stake  4.12% High concentration of control

RPT Verdict: Governance Concern — The scale of the debt novation to a deconsolidated JV (PRPL)

represents a massive structural maneuver to clean the consolidated balance sheet without actual cash
settlement, creating significant off-balance sheet risk.



C. Shareholding

Categories Mar 2024 (%)

Promoter and Promoter Group 18.59
Flis | FPIs 9.19
Mutual Funds / AlFs 1.99
Banks / Financial Institutions 6.24
Public 63.99
Total 100.00

* Promoter Pledge: 85.31% of the promoter holding is pledged (representing 15.86% of the total paid-up
equity capital), indicating extreme vulnerability to market volatility.

D. Board Composition + KMP Compensation

* Total Directors: 10 | Independent %: 50.00% | Women Directors: 1 (Dr. Mita Dixit).

» Family Relations: Ajit Gulabchand (Chairman) and Arjun Dhawan (Exec. Vice Chairman) are related inter-
se (Arjun Dhawan is the son-in-law of Ajit Gulabchand).

FY Current Rem ([ FY Prior Rem (O YoY Growth % of

Flag
Cr) Cr) % EBITDA
Ajit .
Chairman 3.16 Cr 26.50 Cr -88.08% 047% O
Gulabchand
. Exec. Vice
Arjun Dhawan . 5.50 Cr 25.65 Cr -78.56% 0.82% 0O
Chairman
Jaspreet Bhullar  MD & CEO 3.85Cr N/A N/A 0.57% O

« Analysis: Total KMP compensation for the top three executives (12.51 Cr) represents 13.75% of the total
Consolidated CFO (91.00 Cr), which remains high for a company with negative net worth.

F. Capital Allocation & Capex

Action FY Current (CCr) FY Prior (CICr) % of CFO

Interest Payments 813.27 Cr 1,012.31 Cr 893.70% [
Capex 19.00 Cr 214.00 Cr 20.88% O
Net Debt Change -3,289.00 Cr 3,494.00 Cr -3,614.29% O
Asset Sales 99.00 Cr 9.00 Cr 108.79% O

* CFO Coverage: CFO (91.00 Cr) is 4.79x the minimal Capex (19.00 Cr), but this is only due to a 91%
reduction in spending.

* Nature of Capex: Primarily maintenance; Gross Block reduced due to disposals.

» Deployment Efficiency: Revenue fell 15.27% despite previous years' capex, signaling severe execution
delays.

» Takeaway: The company is liquidating assets and issuing equity to service a massive interest burden that
dwarfs its operating cash flow.

H. Risks



# Risk Category Description Potential Impact Severity
o 1,251.52 Cr in arbitration awards Potential write-off of 43% of )
1 Litigation Legal ) OHigh
challenged. receivables.
. . Total erosion of Net Worth; Technical insolvency; reliance on .
2 Solvency Financial OHigh

Reserves at (320.00) Cr. lenders.

. . 623.43 Cr in DTA may not be Non-cash charge to P&L; further )
3 DTA Recoverability  Audit OHigh

realizable. equity erosion.
Revenue . Unbilled WIP exceeds Trade Severe cash flow mismatch; risk .
. Operational . OHigh
Concentration Receivables. of reversal.

85.31% of promoter shares are Risk of margin calls and change )
Governance OHigh

5 Promoter Pledge
g pledged. in control.

5. SCORECARD & VERDICT

Part A: Scorecard

Dimension One-line Rationale

Key Evidence

Order book | 29%; Revenue | Shrinking revenue runway and loss of

Business Quality 2 ! " .
15.27% competitive edge in core EPC.
. . D/E -13.15x; Interest Coverage Technically insolvent with negative net worth
Financial Health 1 - . .
0.70x and interest exceeding OP.
. . PAT [478 Cr vs CFO [®1 Cr; Profits are non-cash exceptional gains; auditor
Earnings Quality 1

Management &
Governance

Capital Allocation &
Visibility

Qualified Audit

85% Promoter Pledge; Massive
RPT Debt Novation

Capex [19 Cr; Order Book < 24
months

qualified DTA assets.

High structural risk via off-balance sheet debt
shifts and pledge vulnerability.

Value-destructive cycle; liquidating assets to
pay interest with low visibility.

BUSINESS POSITIVES (for this company this year) * [IDebt Reduction: Total Borrowings reduced from
(5,512 Cr to [R,223 Cr via restructuring. * OJRights Issue Success: Raised [B50 Cr in an oversubscribed issue,
providing critical working capital. * OProfessionalization: Appointment of a professional MD & CEO to lead
operational execution. * (JStrategic Divestment: Exit from Steiner Construction SA reduces exposure to high-

risk international contracting.

BUSINESS NEGATIVES | CONCERNS (for this company this year) * [(0Technical Insolvency: Net Worth
remains negative at -[169 Cr with reserves at -[820 Cr. * JAudit Qualification: Auditor issued a Qualified
Opinion on the recoverability of [623.43 Cr in DTA. * [JOrder Book Collapse: Backlog fell 29% YoY to (10,475
Cr, providing less than 2 years of visibility. * [JEarnings Quality: Net Profit of (478 Cr is entirely driven by (806
Cr in non-cash exceptional gains. * (JHigh Pledge: 85.31% of promoter holding is pledged, creating significant
change-of-control risk. * OWorking Capital Stress: Unbilled WIP stands at [8,414.29 Cr (48.7% of revenue),

indicating uncertified work.

OVERALL SCORECARD SUMMARY HCC remains in a precarious state of technical insolvency, where
financial survival is dictated by legal outcomes rather than operational excellence. While the massive debt
novation to PRPL has "cleaned" the balance sheet, it has merely moved the risk off-balance sheet into a JV.
Earnings quality is poor, characterized by non-cash exceptional gains and a qualified audit opinion on significant



tax assets. The trajectory is deteriorating operationally (shrinking order book) but stabilizing "technically" through
aggressive restructuring.

Part B: Governance Check Matrix

# Check Status Evidence

1 Audit opinion clean? O Qualified Opinion on DTA recoverability (p.182).

2 Promoter pledge = 0? O 85.31% of promoter holding is pledged (p.36).

3 KMP pay < 5% of PAT? O Total KMP pay [12.51 Cr is ~2.6% of PAT, but 13.75% of CFO.
4 RPT quantum < 5% of revenue? O Debt novation of [2,855.69 Cr is ~40% of revenue.
5 Board > 50% independent? O 5 out of 10 directors are independent (p.29).

6 At least 1 woman director? O Dr. Mita Dixit (Independent Director).

7 No statutory dues outstanding? O No major defaults on statutory dues reported.

8 No fraud reported? O No fraud reported by auditors.

9 Audit trail enabled? O Audit trail feature active as per report.

10  Frequent Auditor change O No frequent changes reported this year.

Total: 6/10 J— Governance Rating: 2
Part C: Investor Verdict

THESIS: HCC is a distressed, technically insolvent EPC player whose equity is a leveraged bet on legal
arbitration settlements rather than infrastructure execution. OVERALL STANCE: AVOID RATIONALE: The
combination of negative net worth, qualified audit opinions, and a rapidly shrinking order book makes the risk-
reward profile unattractive for equity investors. RE-EVALUATE WHEN: Net Worth turns positive AND Order
Book/Revenue ratio exceeds 3.5x. BULL CASE: Rapid settlement of (1,251 Cr in disputed awards at >80%
value, triggering a massive cash infusion and debt clearance. BEAR CASE: Court rulings against the company
on arbitration awards, forcing a write-off of (11,251 Cr and total collapse of the resolution plan. KEY
MONITORABLE: Unbilled WIP to Revenue ratio: Current 48.7% - Watch for >55% (signaling further
certification failure).



7. YEAR-OVER-YEAR ANALYSIS

7.1 Changes

Metric /| Theme Summary A Status

Order Book 14,772 Cr (30-36
Runway months visibility).

Total Debt of (5,512
Debt

. Cr; novation process
Composition

initiated.
Capital [214 Cr Capex (CFO/
Allocation Capex 0.07).
Revenue Unbilled WIP at 41% of
Quality Revenue.

Crisis management
Management .

and debt restructuring
Tone

focus.
KMP [52.15 Cr (325% of

Compensation CFO).

7.2 Persistent Patterns

Summary B Status

(10,475 Cr (29% YoY
decline; <24 months
visibility).

Total Debt reduced to

[2,223 Cr via PRPL
deconsolidation.

[19 Cr Capex (91%
reduction).

Unbilled WIP at 48.7% of
Revenue.

Stabilization narrative and
"liquidity at any cost."

[12.51 Cr (13.75% of
CFO).

Forensic Takeaway

The shrinking backlog indicates a loss of
competitive bidding power and a deteriorating
revenue runway.

Deleveraging is primarily an accounting maneuver
shifting legacy liabilities off-balance sheet rather
than organic repayment.

The collapse in capex suggests the company is
hollowing out its productive asset base to preserve
minimal liquidity.

Increasing reliance on uncertified work for revenue
recognition signals a worsening mismatch between
accounting profits and cash realization.

Management has pivoted from active restructuring
to a passive "lottery" strategy dependent on
government settlement schemes.

While absolute compensation fell significantly,
payouts remain disproportionately high relative to
the company's negative net worth.

» Technical Insolvency: The company continues to operate with negative net worth and eroded reserves,
making it fundamentally dependent on creditor leniency.

« Qualified Audit Opinions: Auditors consistently flag Going Concern risks and the recoverability of
assets (Claims in Year A, Deferred Tax Assets in Year B).

» Extreme Vendor Stretching: Days Payable remain over 1,000 days, indicating that the company is
effectively using its supply chain as a primary source of interest-free financing.

* Non-Cash Earnings: Reported Net Profits remain entirely decoupled from Operating Cash Flow, driven
consistently by non-cash exceptional gains and legal claim revaluations.

* Promoter Vulnerability: Promoter pledging remains stagnant at ~85%, leaving the equity structure highly

susceptible to margin calls and involuntary changes in control.

* Litigation Dependency: The investment thesis remains a "legal lottery" with over [1,100 Cr-[1,200 Cr in
receivables permanently trapped in protracted arbitration.

» Asset-Light Transition (Forced): A sustained trend of liquidating core assets and SPVs (BFHL in Year A,
Steiner in Year B) to service legacy interest burdens.
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