
Welspun Corp Ltd — FY 2025 Annual Report Analysis

Annual Report Analysis (Consolidated)

Source: CRORES. All figures ₹ Crores. Pipeline: v5-Gemini — W1a → W3 → W1b+W2+W2F (parallel, notes-

injected) → Merge.

Investor Snapshot

# Analytical Point Sentiment

1
Transitioning from cyclical line pipes to a diversified water infrastructure conglomerate, now offering

100% value chain coverage via Sintex and Weetek integrations.
🟢 Positive

2
Revenue contracted 19.39% YoY to ₹13,978 Cr, reflecting a temporary slowdown in execution despite

a pivot toward more stable B2C segments.
🔴 Negative

3
Operating margins are under pressure as production is being capitalized into inventory rather than converted

to sales, creating a disconnect between output and revenue.
🟡 Neutral

4
Reported PAT of ₹1,902 Cr is heavily inflated by ₹1,248 Cr in non-operational income and ₹827 Cr in

exceptional items from associate share sales.
🔴 Negative

5
Significant deleveraging achieved with total borrowings reduced from ₹1,967 Cr to ₹1,122 Cr, resulting

in a conservative D/E ratio of 0.15x.
🟢 Positive

6
Cash flow quality is poor with a CFO/PAT ratio of 0.79, as ₹1,906 Cr in cash remains locked in a

massive inventory build-up.
🔴 Negative

7
Aggressive expansion phase evidenced by an 823% spike in CWIP to ₹787 Cr, signaling future capacity but

posing a near-term depreciation and gestation drag.
🟡 Neutral

8
Inventory surged 81.88% to ₹4,212 Cr (173 days) against falling sales, representing a major forensic

red flag and potential valuation write-down risk.
🔴 Negative

9
Governance concerns emerge from an audit trail failure at the database level and a 1% profit

commission to the Chairman that includes windfall gains from asset sales.
🔴 Negative

10
Hidden leverage exists via a 341% surge in lease liabilities and ₹3,224 Cr in acceptances classified as

trade payables rather than formal debt.
🔴 Negative

11
Strong revenue visibility for 1.5 to 2 years supported by a robust ₹19,188 Cr order book and a 323%

increase in customer advances to ₹1,624 Cr.
🟢 Positive

12
Investment View: WATCH; stance remains neutral pending evidence of inventory normalization below ₹3,000

Cr and resolution of audit transparency issues.
🟡 Neutral

1. BUSINESS OVERVIEW (In Bullet Points)

Business Segments: Welspun Corp Ltd (WCL) has transitioned from a cyclical line pipe manufacturer into a

diversified Infrastructure and B2C conglomerate with three pillars: Pipe Solutions (HSAW, LSAW, ERW, and

Ductile Iron), Building Materials & B2C (Sintex water tanks, Weetek plastic pipes, and Welspun Shield TMT

Rebars), and Stainless Steel (WSSL specialty pipes).

• 



Revenue Drivers: Key drivers include the global energy transition (Hydrogen and Carbon Capture), the "Buy

America" policy in the USA, Saudi Arabia’s Vision 2030 infrastructure spend, and the Indian government’s

focus on water transmission and distribution.

Cost Drivers: Major costs include raw materials (iron ore, coking coal, and steel coils), manufacturing

expenses, and logistics. The company is exposed to commodity price swings due to its integrated

manufacturing model.

Industry Position: WCL is a global leader in large-diameter pipes and the only Indian player present across

the entire water value chain (Transmission $\rightarrow$ Distribution $\rightarrow$ Storage $\rightarrow$

Last-mile delivery).

Expansion Plans: Aggressive "Empire Building" strategy involving a new greenfield LSAW plant in Saudi

Arabia (April 2026), a 250 KMTPA Ductile Iron (DI) pipe facility in KSA, and expansion of the plastic pipes

business in Eastern and Central India.

Acquisitions: Tactical acquisition of Weetek Plastics in October 2024 to leverage Sintex’s retail distribution

network for high-margin plastic pipes (cPVC, uPVC, SWR).

Capacity Additions: Significant investment in CWIP (₹787 Cr), primarily for the LSAW facility in the USA and

DI pipe expansion in KSA.

Segment Performance: Line Pipe remains the cash cow with a ₹16,527 Cr order book; DI Pipes contribute a

₹2,661 Cr backlog. Stainless Steel (WSSL) is pivoting toward high-value mission-critical sectors like Defence

and Nuclear.

Geographical Presence: Strong manufacturing and sales footprint in India, the USA (Little Rock facility), and

Saudi Arabia (through associate EPIC and new greenfield projects).

2. MANAGEMENT COMMENTARY & OUTLOOK

Management has shifted tone from "recovery and integration" to "scale and speed," describing the current

phase as "Unstoppable Momentum."

The strategic focus is moving from capital-heavy investment to a "Harvest & Expand" phase, targeting an 

EBITDA CAGR of >15% and maintaining ROCE >20%.

A deliberate pivot is underway to increase the share of non-line pipe businesses (Sintex, DI Pipes, WSSL) in

the consolidated EBITDA mix to reduce cyclicality.

Management is positioning for the future energy market by establishing a world-class hydrogen laboratory at

Anjar for "Advanced Fracture testing."

The "Water Ecosystem" strategy aims to dominate the entire value chain from transmission to retail storage

and delivery.

Digital transformation is a priority, evidenced by the appointment of a Chief Digital Officer and a focus on AI-

based predictive analytics for leak detection.

In the USA, the Little Rock facility is fully booked for the next two years, benefiting from the Permian Basin

upcycle.

In Saudi Arabia, the company is doubling down with a new 250 KMTPA DI Pipe facility to meet desalination

needs under Vision 2030.

WSSL has achieved a technical milestone by being qualified by BHEL for supercritical boiler tubes (Super

304H), reducing competition from commodity players.

Management Tone: The leadership is in an aggressive "Empire Building" mode, utilizing massive cash flows

from the US Oil & Gas boom to fund a permanent structural shift into the Indian consumer water market.

While confident and visionary, the tone reflects a high-risk, high-reward appetite that prioritizes rapid

diversification over conservative growth. (Final Verdict: Aggressive & Confident).
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3. FINANCIAL ANALYSIS

3.1 Financial Statements

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

P&L Statement (₹ Crores)

Line Item Mar 2025 Mar 2024

Sales - 13,978.00 17,340.00

Sales Growth % -19.39 77.69

Expenses - 12,293.00 15,778.00

Material Cost % - 63.00 70.00

Raw material cost 9,608.00 10,734.00

Change in inventory -738.00 1,365.00

Manufacturing Cost % 10.00 8.00

Employee Cost % 7.00 5.00

Other Cost % 7.00 8.00

Operating Profit 1,684.00 1,561.00

OPM % 12.00 9.00

Other Income - 1,248.00 504.00

Exceptional items 827.00 114.00

Other income normal 421.00 390.00

Interest 320.00 304.00

Depreciation 351.00 348.00

Profit before tax 2,262.00 1,413.00

Tax % 16.00 20.00

Net Profit - 1,902.00 1,136.00

Minority share 6.00 -26.00

Exceptional items AT 696.00 92.00

Profit excl Excep 1,206.00 1,044.00

Profit for PE 1,212.00 1,021.00

Profit for EPS 1,908.00 1,110.00

Profit Growth % 19.00 551.00

EPS in Rs 72.73 42.44

Dividend Payout % 7.00 12.00



Balance Sheet (₹ Crores)

Line Item Mar 2025 Mar 2024

Equity Capital 131.00 131.00

Reserves 7,313.00 5,467.00

Borrowings - 1,122.00 1,967.00

Long term Borrowings 463.00 1,622.00

Short term Borrowings 461.00 286.00

Lease Liabilities 180.00 41.00

Preference Capital 40.00 38.00

Other Borrowings -21.00 -19.00

Other Liabilities - 6,635.00 4,249.00

Non controlling int 266.00 118.00

Trade Payables 3,224.00 2,241.00

Advance from Customers 1,624.00 384.00

Other liability items 1,520.00 1,505.00

Total Liabilities 15,201.00 11,813.00

Fixed Assets - 4,707.00 4,800.00

Land 630.00 2,194.00

Building 1,659.00 4,686.00

Plant Machinery 4,759.00 109.00

Equipments 129.00 7.00

Furniture n fittings 34.00 214.00

Vehicles 9.00 31.00

Intangible Assets 373.00 343.00

Other fixed assets 313.00 82.00

Gross Block 7,907.00 7,667.00

Accumulated Depreciation 3,200.00 2,867.00

CWIP 787.00 87.00

Investments 1,402.00 1,100.00

Other Assets - 8,306.00 5,827.00

Inventories 4,212.00 2,316.00

Trade receivables 1,769.00 1,799.00

Cash Equivalents 1,255.00 1,072.00

Loans n Advances 264.00 157.00

Other asset items 806.00 484.00

Total Assets 15,201.00 11,813.00



Cash Flow Statement (₹ Crores)

Line Item Mar 2025 Mar 2024

Cash from Operating Activity - 1,504.00 1,306.00

Profit from operations 1,735.00 1,619.00

Receivables -1.00 -699.00

Inventory -1,906.00 3,371.00

Payables 1,023.00 -321.00

Other WC items 992.00 -2,474.00

Working capital changes 109.00 -124.00

Direct taxes -341.00 -190.00

Cash from Investing Activity - 194.00 373.00

Fixed assets purchased -853.00 -299.00

Fixed assets sold 39.00 15.00

Investments purchased -16,659.00 -15,501.00

Investments sold 16,676.00 16,062.00

Interest received 71.00 79.00

Dividends received 64.00 27.00

Investment in group cos 0.00 0.00

Redemp n Canc of Shares 869.00 150.00

Acquisition of companies -31.00 0.00

Other investing items 16.00 -161.00

Cash from Financing Activity - -1,369.00 -1,877.00

Proceeds from shares 16.00 1.00

Proceeds from debentures 0.00 0.00

Redemption of debentures 0.00 0.00

Proceeds from borrowings 1,972.00 750.00

Repayment of borrowings -3,021.00 -2,160.00

Interest paid fin -304.00 -181.00

Dividends paid -131.00 -131.00

Financial liabilities -54.00 -6.00

Other financing items 153.00 -150.00

Net Cash Flow 328.00 -198.00

Free Cash Flow 690.00 1,022.00

CFO/OP 109.00 96.00



Key Ratios (₹ Crores)

Line Item Mar 2025 Mar 2024

Debtor Days 46.00 38.00

Inventory Days 173.00 70.00

Days Payable 133.00 68.00

Cash Conversion Cycle 87.00 40.00

Working Capital Days 8.00 12.00

ROCE % 21.00 20.00

3.2 Financial Analysis Summary

Revenue from operations declined by 19.39% to ₹13,978 Cr, yet Net Profit surged to ₹1,902 Cr, primarily

driven by Other Income of ₹1,248 Cr (including a ₹377.79 Cr profit from the sale of associate shares) and 

Exceptional Items of ₹827 Cr.

While top-line growth stalled, OPM % improved from 9% to 12% as Material Cost % dropped to 63% from 

70%; however, this margin expansion is partially artificial due to a negative Change in inventory of -₹738 Cr,

indicating that production costs were capitalized into Inventory rather than expensed.

Inventory levels spiked by 81.88% to ₹4,211.54 Cr despite falling sales, causing Inventory Days to balloon

from 70 to 173 days, signaling a significant risk of slow-moving stock or aggressive overproduction.

The Cash Conversion Cycle deteriorated sharply from 40 to 87 days, as the massive Inventory build-up

was only partially offset by stretching Trade Payables, which rose 43.90% to ₹3,224.50 Cr.

CFO of ₹1,504 Cr remained healthy, largely because the ₹1,906 Cr cash outflow into Inventory was

mitigated by a ₹1,023 Cr increase in Trade Payables and a ₹1,624 Cr surge in Advance from Customers

on the Balance Sheet.

Total Debt saw a significant reduction from ₹1,967 Cr to ₹1,122 Cr, improving the Debt / Equity ratio to a

conservative 0.15, primarily through the repayment of ₹1,159.20 Cr in Long term Borrowings.

Finance Cost remained stable at ₹320 Cr, but Interest Coverage improved to 8.07x; however, borrowing

costs are being capitalized into CWIP, which jumped 823% to ₹787 Cr, potentially understating the interest

burden on the P&L.

Fixed Assets additions included ₹832.07 Cr in new Plant and Machinery, reflected in the Capex outflow of 

₹853 Cr, which will lead to higher future Depreciation charges once the CWIP is commissioned.

Lease Liabilities surged by 341.89% to ₹179.85 Cr due to ₹198.37 Cr in new Right-of-Use asset additions,

representing a form of "hidden leverage" not captured in traditional Borrowings.

ROCE remained stable at 21%, but ROE improved to 25.55% due to the high PAT contribution from non-

operational gains, masking a decline in core asset efficiency as Asset Turnover remains below 1.0x.

Other Current Liabilities spiked to ₹1,724.32 Cr, driven by Advance from Customers of ₹1,624 Cr,

providing a positive signal for the future order book despite the current year's Revenue contraction.

Other Expenses stood at ₹2,436.05 Cr (17.43% of revenue), including ₹11.92 Cr in short-term lease

expenses recognized directly, representing off-balance-sheet operational commitments.

Other Non-current Assets doubled to ₹190.14 Cr, likely reflecting capital advances for the massive CWIP

surge.

The dominant financial theme of the year is a structural deleveraging and balance sheet fortification

funded by non-core asset monetization, masked by a significant operational slowdown and a massive

inventory overhang.
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3.3 Contingent Liabilities & Commitments

Pending Litigations: Ongoing litigations are disclosed (Note 45); the auditor highlights these as factors

impacting the consolidated financial position. No specific provisioning for all claims suggests management

views them as "possible."

Export Obligations: Under the EPCG scheme, the Group has export obligations. Failure to meet these

would trigger a liability to repay duty saved plus interest.

Capital Commitments: While not explicitly totaled in the snippet, significant commitments are linked to the 

₹785.37 Cr CWIP for global expansions.
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3.9 Earnings Quality & Forensic Checks



# Check Impact Status Evidence Notes Detail

1 PAT vs CFO trend

Profit ↓ — earnings overstate

cash; ₹1,905 Cr inventory

build absorbs CFO

conversion efficiency.

⚠

PAT ₹1,902 Cr vs

CFO ₹1,504 Cr; CFO/

PAT ratio at 0.79.

Gap driven by massive

inventory outflow despite

lower sales volume (p.346).

2

Receivables &

channel-stuffing signal

(receivables +

inventory build vs

revenue)

Revenue ↑↓ — channel

stuffing risk; inventory +

receivables rose 45% while

revenue fell 19%.

🚩

Inventory +

Receivables: ₹5,981

Cr (FY25) vs ₹4,115

Cr (FY24).

Inventory spike of 81.88%

against revenue decline

suggests potential

overstocking or slow-

moving goods.

3

Revenue timing

(unbilled / contract

assets + deferred

revenue / advances)

Revenue ↑ — potential

acceleration; "bill and hold"

and freight margin

recognition boost current

period.

⚠

Advance from

Customers jumped to

₹1,624 Cr from ₹384

Cr.

Note 1.3: Revenue

recognized on appropriation

for bill-and-hold; Note

1.3(b): separate freight

margins.

4
Revenue from related

parties %

Neutral — low direct revenue

risk; focus is on asset sales

and loans.

✅

Loans to RPs: ₹12.26

Cr; Dividends: ₹64.39

Cr.

Note 65(vii): Management

confirms no fund diversion

to ultimate beneficiaries

(p.337).

5
Inventory vs revenue

growth

Profit ↓ — margin risk;

81.9% inventory growth vs

-19.4% revenue growth

signals demand mismatch.

🚩

Inventory: ₹4,212 Cr

(FY25) vs ₹2,316 Cr

(FY24); Sales:

-19.39%.

Note 1.13: Moving weighted

average valuation may lag

market price drops in slow-

moving stock.

6
Inventory valuation

method change

Neutral — consistency

maintained; moving

weighted average used for

raw materials and

components.

✅
No change in policy

reported in Note 1.13.

Moving weighted average

used; NRV testing

performed by management

(p.357).

7
Exceptional items in

operating profit

Profit ↑ — non-core boost;

₹827 Cr exceptional items

represent 36% of reported

PBT.

🚩

Exceptional items:

₹827 Cr (FY25) vs

₹114 Cr (FY24).

Includes ₹377.79 Cr profit

from sale of associate

shares, inflating headline

PAT (p.343).

8
Depreciation rate vs

useful life policy

Profit ↑ — slower expense;

40-year life for Plant &

Machinery exceeds standard

Schedule II.

⚠

Depreciation: ₹351 Cr

on Gross Block of

₹7,907 Cr (~4.4%).

Note 1.11: SLM used based

on technical evaluations

exceeding statutory lives

(p.355).

9
Provision reversals

boosting PAT

Profit ↑ — non-cash gain;

negative inventory change of

₹738 Cr reduces reported

expenses.

⚠

Change in inventory: -

₹738 Cr (FY25) vs +

₹1,365 Cr (FY24).

Negative inventory change

indicates production

exceeding sales, absorbing

fixed costs into the BS.

10
Tax rate consistency +

cash tax vs P&L tax

Profit ↑ — low effective tax;

13-16% tax rate vs 25%

statutory due to exemptions.

⚠

Tax %: 16% in P&L;

Cash Tax: ₹341 Cr on

₹2,262 Cr PBT.

Low rate due to exempt

capital gains on associate

sales and R&D incentives

(p.343).

11
CWIP age and stalling

projects

Profit ↑ — interest

capitalization; 823% spike in

CWIP diverts interest from

P&L.

⚠
CWIP: ₹787 Cr (FY25)

vs ₹87 Cr (FY24).

Note 1.12: Borrowing costs

capitalized for qualifying

assets; Note 3(a): ₹832 Cr

additions.

12
Deferred tax asset

recognition adequacy

Profit ↑ — aggressive

recognition; ₹33.4 Cr DTA ⚠

Auditor KAM:

Recoverability of DTA

in WSSL questioned.

Auditor notes WSSL has

₹259 Cr unabsorbed



# Check Impact Status Evidence Notes Detail

recognized in loss-making

subsidiary WSSL.

depreciation NOT

recognized as DTA (p.333).

13
RPT quantum and

trend

Neutral — deleveraging

focus; long-term debt

reduced by ₹1,159 Cr via

subsidiary rights issue.

✅

Non-current

borrowings: ₹463 Cr

(FY25) vs ₹1,622 Cr

(FY24).

Note 19(a): Deleveraging

funded by WSSL Rights

Issue and internal accruals.

14
Dividend paid vs FCF

adequacy

Neutral — sustainable

payout; ₹131 Cr dividend

well covered by ₹690 Cr

FCF.

✅

Dividend: ₹131 Cr;

Free Cash Flow: ₹690

Cr.

Dividend payout ratio

decreased from 12% to 7%

to conserve cash for capex.

15 Audit Trail (Edit Log)

Neutral — internal control

weakness; feature not

enabled for certain fields/

privileged users at database

level.

❌
Auditor's Report

Modification (p.338).

Risk of untraceable manual

overrides in general ledger

and consolidation software.

16
Loans to Related

Parties

Profit ↓ — potential

tunneling; new loan outflows

to group entities where none

existed in FY24.

⚠
Loans given: ₹12.26

Cr (p.346).

Represents potential

diversion of capital to group

entities.

4. MANAGEMENT & GOVERNANCE

A. Auditor Report & Key Audit Matters

Audit opinion type: Unqualified Opinion with a modification regarding internal financial controls (Audit Trail).

KAM 1: Revenue Recognition: Auditor flagged the risk of misstatement or recognition before the transfer of

control, specifically regarding "bill and hold" arrangements. Auditor performed cut-off testing and verified IT

controls.

KAM 2: Deferred Tax Asset (WSSL): Focus on the recoverability of ₹33.40 Cr DTA in subsidiary Welspun

Specialty Solutions Ltd (WSSL). Auditor noted WSSL has not recognized DTA on ₹259.65 Cr of unabsorbed

depreciation, signaling a conservative stance despite management's optimism.

KAM 3: Audit Trail (Edit Log): Modification in Auditor's Report: The auditor reported that the audit trail

feature was not enabled for certain fields and privileged users at the database level for general ledger and

consolidation software.

Auditor Change: B S R & Co. LLP took over from Price Waterhouse Chartered Accountants LLP in FY

2024-25.
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B. Related Party Transactions

Party Relationship Nature
Amount (₹

Cr)
Concern

IMR Group
Director-

Related

Purchase of Raw

Materials

Not

disclosed

🚩 Prior year transactions were ₹1,710 Cr; lack of

explicit disclosure suggests aggregation.

Related Parties

(General)
Group Entities Loans Given 12.26 Cr

⚠ New cash outflow in FY25; potential diversion

of capital.

Welspun Steel Ltd Associate Dividend Received 64.39 Cr
Positive cash inflow supporting the holding

company.

KMP

Remuneration
Management Compensation 14.19 Cr

⚠ Chairman's commission alone is 1% of net

profit; exceeds 50% of total pay to all other

NEDs.

C. Shareholding

Shareholding Pattern Mar 2025 Mar 2024

Promoters 50.01% 50.01%

FIIs 11.74% 11.13%

DIIs 13.34% 10.95%

Public 24.91% 27.91%

* Promoter Pledge: 0.00%.

D. Board Composition + KMP Compensation

Total Directors: 10 | Independent %: 50.00% | Women Directors: 1 (10.00%).

Diversity Note: Gender diversity deteriorated from 36.36% (4 women) in FY24 to 10.00% (1 woman) in

FY25.

Family Relations: Director Aneesh Misra is the son-in-law of Chairman Balkrishan Goenka.

Chairman Compensation: ₹14.19 Cr (13.52% YoY growth), outstripping the 7.88% growth in Operating

Profit. Pay is pegged at 1% of consolidated net profits, leading to a "windfall" effect from non-operational

gains (e.g., ₹377.79 Cr share sale).

F. Capital Allocation & Capex

Action FY Current (₹ Cr) FY Prior (₹ Cr) % of CFO Signal

Dividends Paid 131.00 Cr 131.00 Cr 8.71% Positive

Capex (Fixed Assets) 853.00 Cr 299.00 Cr 56.71% ⚠

Repayment of Borrowings 3,021.00 Cr 2,160.00 Cr 200.86% Positive

Inventory Investment 1,906.00 Cr -3,371.00 Cr 126.73% Concern

CAPEX Analytical Notes: * CFO Coverage of Capex: 1.76x. CFO (₹1,504 Cr) covered the ₹853 Cr capex. * 

Nature of Capex: Growth-oriented; CWIP spiked 823% to ₹785.37 Cr, primarily for the LSAW facility in the

USA and DI pipe expansion in KSA. * Deployment Efficiency: Revenue fell 19.39% despite higher capex,

indicating a gestation lag. * Key Takeaways: The company is in a heavy "build" phase; the 823% spike in CWIP

will lead to a significant depreciation drag in FY26.
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H. Risks

Inventory Bloat: Inventory Days rose from 70 to 173. ₹1,906 Cr of cash is locked in stock; a 10% write-down

would wipe out 15% of PAT. (Severity: 🔴 High)

Audit Trail Failure: Edit logs disabled for consolidation software. Risk of untraceable manual overrides in

financial reporting. (Severity: 🔴 High)

Revenue Acceleration: Use of "Bill and Hold" contracts (Note 1.3) may pull forward revenue and mask

actual demand. (Severity: 🟡 Medium)

Interest Capitalization: ₹785.37 Cr in CWIP diverts interest from the P&L, artificially boosting Interest

Coverage. (Severity: 🟡 Medium)

WSSL DTA Risk: ₹259.65 Cr unabsorbed depreciation not recognized as DTA, signaling auditor skepticism

on subsidiary profitability. (Severity: 🟡 Medium)

5. SCORECARD & VERDICT

Part A: Scorecard

Dimension
Rating

(1–5)
Delta Key Evidence One-line Rationale

Business Quality 4 →
Order book ₹19k+ Cr; 100%

water value chain coverage.

Strong moat in water/energy infra, but

cyclicality remains in line pipes.

Financial Health 4 ↑
D/E 0.15x; Interest Coverage

8.07x.

Significant deleveraging and strong cash

reserves offset inventory stress.

Earnings Quality 2 ↓
CFO/PAT 0.79; 81.9% Inventory

growth vs -19% Revenue.

Profits heavily reliant on non-core gains and

inventory capitalization.

Management &

Governance
2 ↓

Audit trail failure; 1% profit

commission to Chairman.

Transparency concerns regarding RPTs

and audit trail modifications.

Capital Allocation &

Earnings Visibility
3 →

CWIP spike 823%; Advance

from customers ₹1,624 Cr.

Aggressive capex provides visibility, but

gestation lag is currently hurting returns.

BUSINESS POSITIVES (for this company this year) * ✅ Deleveraging: Reduced total borrowings from ₹1,967

Cr to ₹1,122 Cr, bringing D/E to a very conservative 0.15x. * ✅ Order Book Visibility: Combined order book of 

₹19,188 Cr provides ~1.5 to 2 years of revenue runway. * ✅ Strategic Pivot: Successfully integrated Sintex and

Weetek, becoming the only Indian player covering the 100% water value chain. * ✅ Non-Core Monetization:

Realized ₹377.79 Cr profit from the sale of associate shares, strengthening the balance sheet. * ✅ Customer

Advances: ₹1,624 Cr in advances from customers (up from ₹384 Cr) signals strong future demand.

BUSINESS NEGATIVES / CONCERNS (for this company this year) * 🔴 Inventory Overhang: Inventory grew 

81.88% to ₹4,212 Cr while revenue fell 19.39%, locking up ₹1,906 Cr in cash. * 🔴 Governance Red Flag:

Auditor reported a modification due to the lack of an audit trail at the database level for consolidation software.

* 🔴 Earnings Quality: CFO/PAT at 0.79 and heavy reliance on ₹827 Cr in exceptional items to boost headline

profit. * 🔴 Remuneration Concentration: Chairman’s commission of 1% of consolidated net profit (₹14.19 Cr)

includes windfall gains from asset sales. * 🔴 Hidden Leverage: Lease liabilities surged 341% to ₹179.85 Cr,

and Acceptances of ₹3,224 Cr are classified as payables rather than debt.

OVERALL SCORECARD SUMMARY Welspun Corp is in a state of aggressive structural transformation,

successfully pivoting toward a more stable B2C water infrastructure model while significantly de-risking its

balance sheet through deleveraging. However, the current year's financial performance is characterized by poor

earnings quality, with profits heavily bolstered by one-time asset sales and production being capitalized into a
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massive inventory pile-up. Governance remains a "Yellow Flag" due to audit trail deficiencies and high promoter-

linked commissions. The business is on a stable but high-risk trajectory, where the success of its "Empire

Building" depends on clearing the inventory overhang and converting massive capex into operational cash flows.

Part B: Governance Check Matrix

# Check Status Evidence

1 Audit opinion clean? ⚠ Unqualified but modified for Audit Trail (p.338).

2 Promoter pledge = 0? ✅ 0.00% pledge (p.77).

3 KMP pay < 5% of PAT? ✅ Chairman pay (₹14.19 Cr) is ~0.75% of PAT.

4
RPT quantum < 5% of

revenue?
⚠

Prior year was 13.22%; current year

aggregation unclear.

5
Board > 50%

independent?
✅ 50.00% (5 out of 10).

6 At least 1 woman director? ✅ 1 woman director (10.00%).

7
No statutory dues

outstanding?
✅ No major defaults reported.

8 No fraud reported? ✅ Management confirms no fraud (p.337).

9 Audit trail enabled? ❌
Not enabled at database level for GL/

Consolidation (p.338).

10 Frequent Auditor change ⚠ Changed from PW to BSR in FY25.

Final line: "Total: 6/10 ✅ — Governance

Rating: 2"

Part C: Investor Verdict

THESIS: WCL is a high-conviction infrastructure play transitioning from cyclical steel pipes to a diversified water

utility conglomerate, currently undergoing a massive "build" phase funded by non-core exits. OVERALL

STANCE: WATCH RATIONALE: While the balance sheet is strong and the pivot is strategic, the combination of

an audit trail failure and a massive inventory-to-revenue divergence requires at least two quarters of "inventory

clearing" evidence before a buy. RE-EVALUATE WHEN: Inventory Days drop below 100 (currently 173). BULL

CASE: Successful ramp-up of KSA and USA facilities leads to EBITDA CAGR >20% and ROCE >25% by FY27. 

BEAR CASE: A 15% inventory write-down or failure to meet export obligations wipes out a significant portion of

net worth. KEY MONITORABLE: Inventory Value: ₹4,212 Cr → Watch for reduction below ₹3,000 Cr.



7. YEAR-OVER-YEAR ANALYSIS

7.1 Changes

Metric / Theme
Summary A Status (Prior

Year)

Summary B Status (Current

Year)
Forensic Takeaway

Capital

Allocation

Focus on debt repayment

(₹2,160 Cr) and harvesting

previous investments.

Aggressive "Empire Building"

with an 823% spike in CWIP

and ₹853 Cr capex.

The company has pivoted back into a heavy

investment cycle that will likely create a

significant depreciation drag on future

earnings.

Margin

Trajectory

OPM at 9% driven by

operational leverage and

78% revenue growth.

OPM at 12% despite a 19%

revenue drop, aided by

inventory capitalization.

Current margin expansion is of lower quality

as it relies on absorbing fixed costs into a

massive inventory build rather than sales

efficiency.

Working

Capital

Lean inventory (70 days)

following aggressive

liquidation of old stock.

Severe inventory bloat (173

days) with ₹4,212 Cr locked in

stock.

The sharp divergence between an 82%

inventory increase and a 19% revenue

decline signals a high risk of future

impairment or demand misjudgment.

Earnings

Quality

High quality with CFO

(₹1,306 Cr) exceeding PAT

(₹1,136 Cr).

Low quality with CFO/PAT at

0.79 and 36% of PBT derived

from exceptional items.

Reported profits are heavily distorted by non-

core asset sales and the capitalization of

production costs into stagnant inventory.

Governance

Oversight

Focus on high RPT

concentration with director-

related entities (IMR

Group).

Audit trail modification due to

disabled edit logs at the

database level.

Governance risk has escalated from related-

party dependency to a fundamental lack of

transparency in the financial reporting

systems.

Management

Tone

Confident focus on

"recovery and integration"

of acquisitions.

Aggressive "Unstoppable

Momentum" tone prioritizing

rapid diversification.

Management has adopted a high-risk, high-

reward posture that prioritizes scale and

speed over conservative balance sheet

management.

7.2 Persistent Patterns

Zero Promoter Pledge remains a consistent pillar of financial stability, indicating no immediate liquidity

pressure on the majority shareholders.

Subjective Revenue Recognition persists as a core risk, with both periods utilizing "Bill and Hold" or "Cost-

to-Complete" estimates that allow for potential earnings management.

Strategic Alignment with Sovereign Spending continues to be the primary revenue driver, specifically

targeting the Jal Jeevan Mission in India and Vision 2030 in Saudi Arabia.

High Contingent Liability Exposure regarding the ₹245 Cr disputed Gujarat industrial incentives remains an

unresolved threat to the company's net worth.

Promoter-Linked Remuneration Concentration persists, with the Chairman’s commission pegged at 1% of

net profit, allowing for windfall payouts from non-operational asset sales.

Geographic Concentration in Energy Hubs (USA Permian Basin and Saudi Arabia) remains the structural

backbone of the high-margin Line Pipe segment.

Aggressive Inorganic Growth Strategy continues to be the preferred method for diversification, as seen in

the sequential acquisitions of Sintex and Weetek.
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