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Investor Snapshot

# Analytical Point Sentiment

1
Hindware is a market-leading Bathware player pivoting toward a core Building Products focus,

recently executing a strategic exit from the loss-making Retail (Evok) segment.
🟢 Positive

2
Revenue contracted by 3.34% to ₹2,776 Cr, primarily dragged down by weakness in the Retail and

Consumer segments despite resilience in the core business.
🔴 Negative

3
Core Bathware EBITDA margins expanded from 13.9% to 15.4%, supported by a premiumization

strategy where new products like Queo now contribute 18% of revenue.
🟢 Positive

4
PAT plummeted 55% to ₹28 Cr, severely impacted by a heavy cost structure including ₹93 Cr in

interest obligations and ₹119 Cr in depreciation.
🔴 Negative

5
Financial leverage is a primary concern with Total Debt at ₹1,046 Cr, a high Debt/Equity ratio of 1.75x,

and a weakened Interest Coverage Ratio of 1.71x.
🔴 Negative

6
Cash Flow from Operations (CFO) of ₹241 Cr was largely supported by a ₹94 Cr inventory liquidation,

reducing inventory days from 283 to 243, rather than core collections.
🟡 Neutral

7
Capital commitments have doubled to ₹108 Cr, signaling continued debt-funded capex that keeps

ROCE at 11%, which is currently below the company's cost of debt.
🔴 Negative

8
Earnings quality is compromised by a 22.3% surge in Trade Receivables to ₹453 Cr against declining

sales, suggesting aggressive credit terms or potential channel stuffing.
🔴 Negative

9
Governance risks have escalated following the resignation of two professional CEOs within 12

months and an auditor report citing disabled audit trails for key database tables.
🔴 Negative

10
Significant cash diversion is evident through a 40% RPT-to-CFO ratio and a ₹1,082% spike in GST

contingent liabilities, alongside a credit rating downgrade to CARE A.
🔴 Negative

11
The outlook remains clouded by the ongoing cash drain into the Hintastica JV and the urgent need

for balance sheet deleveraging to service high annual interest costs.
🔴 Negative

12
Investment View: Maintain WATCH stance; avoid accumulation until Interest Coverage exceeds 3.0x, a

permanent CEO is appointed, and receivables align with revenue growth.
🟡 Neutral

1. BUSINESS OVERVIEW (In Bullet Points)

Segment Concentration: HHIL is aggressively narrowing its focus toward Building Products (84% vs 81%

YoY), while the Retail business (Evok) is being discontinued to focus on higher-margin segments.

Revenue Drivers: Core growth is driven by the Bathware segment (Sanitaryware & Faucets) and the Plastic

Pipes & Fittings (Truflo) "growth engine." Premiumization (Queo and Hindware Italian Collection) and new

products (18% of revenue) are key contributors.

• 

• 



Cost Drivers: Significant costs include raw materials (31.84% of sales), manufacturing overheads, and high

advertising/publicity expenses (₹116.67 Cr) required to maintain market share. Finance costs (₹93 Cr) are a

major drag on profitability.

Industry Position: HHIL maintains a strong distribution moat with 35,000+ retail outlets, positioning itself as

a leader in Bathware while acting as a "challenger" in the Pipes segment against established players like

Astral and Ashirvad.

Expansion Plans & Capacity: The company is shifting from a trading model to a manufacturing-led model. A

critical milestone is the upcoming Roorkee plant commissioning (FY25) to service North India and reduce

logistics costs.

Acquisitions & JVs: The Hintastica JV with Groupe Atlantic for chimneys and water heaters is intended to

improve margins through local manufacturing, though it currently reports negative EBITDA.

Segment Performance: Bathware EBITDA margins expanded from 13.9% to 15.4%. Conversely, Consumer

Appliances reported a negative EBITDA of ₹13 Cr, and Retail revenue collapsed by 57.9%.

Geographical Presence: Strong national presence leveraging the "Hindware" legacy brand, with specific

manufacturing expansions in Roorkee and Isnapur to optimize regional serviceability.

2. MANAGEMENT COMMENTARY & OUTLOOK

The company is undergoing a strategic pivot, exiting the non-core, cash-burning Retail segment (Evok) to

focus exclusively on Building Products and Consumer Appliances.

Management has shifted its tone from "expansionary/acquisitive" in prior years to "consolidation and

efficiency" in FY24, emphasizing "sweating assets" and cost optimization.

Growth guidance for the Bathware segment remains positive, supported by premiumization and a move

toward ESG-led product differentiation through water-saving technologies.

The Truflo Pipes business is positioned as the primary volume growth engine, with the Roorkee plant

expected to significantly enhance North Indian market penetration in FY25.

Consumer Appliances is undergoing a turnaround strategy by reducing import dependency and shifting

toward local contract manufacturing ("Make in India") to offset high fixed costs.

Management is heavily investing in digitalization, including SAP implementation and AI chatbots, to drive

internal operational efficiencies.

The competitive environment remains intense, particularly in Pipes and Bathware, necessitating high

advertising spend and aggressive variable pricing (discounts/rebates).

The long-term vision focuses on becoming a specialized manufacturing-led building products player, though

current execution is hampered by high leverage and leadership transitions.

Management Tone: The tone is defensive and operational. While the strategic exit from Retail is decisive,

the leadership vacuum—marked by two CEO exits in 12 months and the CFO holding dual roles—suggests a

"maintenance mode" rather than aggressive growth leadership. The credit rating downgrade further

underscores a cautious outlook regarding financial stability.

3. FINANCIAL ANALYSIS

3.1 Financial Statements

Source: Screener.in — all monetary values in ₹ Crores. Use these numbers directly.
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P&L Statement (₹ Crores)

Line Item Mar 2024 Mar 2023

Sales - 2,776.00 2,872.00

Sales Growth % -3.34 25.23

Expenses - 2,514.00 2,627.00

Material Cost % - 31.84 30.73

Raw material cost 848.00 926.00

Change in inventory 37.00 -43.00

Manufacturing Cost % 28.35 32.99

Employee Cost % 15.36 14.01

Other Cost % 14.98 13.72

Operating Profit 263.00 246.00

OPM % 9.00 9.00

Other Income - 15.00 36.00

Exceptional items -21.11 0.19

Other income normal 36.17 35.35

Interest 93.00 77.00

Depreciation 119.00 101.00

Profit before tax 66.00 103.00

Tax % 45.00 35.00

Net Profit - 28.00 58.00

Profit from Associates -9.00 -9.00

Minority share -2.00 0.00

Exceptional items AT 0.00 0.00

Profit excl Excep 28.00 57.00

Profit for PE 26.00 57.00

Profit for EPS 26.00 57.00

Profit Growth % -55.00 -52.00

EPS in Rs 3.08 6.83

Dividend Payout % 11.00 6.00



Balance Sheet (₹ Crores)



Line Item Mar 2024 Mar 2023

Equity Capital 14.00 14.00

Reserves 583.00 561.00

Borrowings - 1,046.00 958.00

Long term Borrowings 339.00 328.00

Short term Borrowings 498.00 384.00

Lease Liabilities 210.00 246.00

Other Borrowings 0.00 0.00

Other Liabilities - 776.00 769.00

Non controlling int 9.00 7.00

Trade Payables 312.00 297.00

Advance from Customers 11.00 12.00

Other liability items 445.00 452.00

Total Liabilities 2,420.00 2,303.00

Fixed Assets - 918.00 912.00

Land 114.87 114.87

Building 407.82 419.76

Plant Machinery 488.54 410.43

Equipments 13.01 12.45

Computers 23.46 20.73

Furniture n fittings 165.82 126.32

Vehicles 25.38 23.47

Intangible Assets 2.27 2.27

Other fixed assets 11.78 10.76

Gross Block 1,252.95 1,141.06

Accumulated Depreciation 335.42 229.10

CWIP 55.00 36.00

Investments 104.00 88.00

Other Assets - 1,344.00 1,267.00

Inventories 589.00 684.00

Trade receivables - 453.00 378.00

Receivables over 6m 126.00 56.00

Receivables under 6m 398.00 322.00

Prov for Doubtful -70.00 0.00

Cash Equivalents 29.00 9.00

Loans n Advances 37.00 17.00

Other asset items 235.00 179.00



Line Item Mar 2024 Mar 2023

Total Assets 2,420.00 2,303.00

Cash Flow Statement (₹ Crores)

Line Item Mar 2024 Mar 2023

Cash from Operating Activity - 241.00 221.00

Profit from operations 263.00 247.00

Receivables -97.00 -80.00

Inventory 94.00 -8.00

Payables 38.00 77.00

Other WC items -17.00 22.00

Working capital changes 18.00 10.00

Direct taxes -41.00 -36.00

Other operating items 0.00 0.00

Cash from Investing Activity - -219.00 -705.00

Fixed assets purchased -183.00 -196.00

Fixed assets sold 2.00 1.00

Investments purchased 0.00 0.00

Investments sold 0.00 0.00

Interest received 0.00 0.00

Invest in subsidiaries 0.00 0.00

Investment in group cos -25.00 -9.00

Other investing items -12.00 -502.00

Cash from Financing Activity - -2.00 467.00

Proceeds from shares 0.00 0.00

Proceeds from borrowings 211.00 625.00

Repayment of borrowings -86.00 -56.00

Interest paid fin -92.00 -72.00

Dividends paid -4.00 0.00

Financial liabilities -31.00 -29.00

Other financing items 0.00 0.00

Net Cash Flow 20.00 -17.00

Free Cash Flow 59.00 26.00

CFO/OP 107.00 105.00



Key Ratios (₹ Crores)

Line Item Mar 2024 Mar 2023

Debtor Days 60.00 48.00

Inventory Days 243.00 283.00

Days Payable 129.00 123.00

Cash Conversion Cycle 174.00 208.00

Working Capital Days -4.00 10.00

ROCE % 11.00 15.00

3.2 Financial Analysis Summary

Hindware's Revenue declined by 3.34% to ₹2,776 Cr, primarily dragged down by a 57.9% collapse in the 

Retail Business to ₹23.72 Cr and a 15.8% drop in Consumer Products to ₹421.72 Cr, while the core 

Building Products segment remained resilient at ₹2,354.64 Cr (84.09% of total).

This top-line pressure is exacerbated by an extremely aggressive pricing environment where discounts and

rebates reached ₹1,935.68 Cr, or 41% of the gross contract price, leading to a sharp divergence where 

Trade Receivables grew 22.33% to ₹453 Cr despite falling sales, signaling potential "channel stuffing" or

deteriorating credit quality.

The company's PAT plummeted 55% to ₹28 Cr, significantly impacted by a 23.3% surge in Finance Cost to 

₹93 Cr and a 17.8% increase in Depreciation to ₹119 Cr, which together consumed nearly 80% of the 

Operating Profit of ₹263 Cr.

This earnings pressure is further reflected in the PAT Margin halving to 1.01%, while the effective tax rate

spiked to 45% due to the recognition of Deferred Tax assets on business losses and higher Provisions for

doubtful debts.

Working Capital management shows a dual narrative: while Inventory was efficiently reduced by ₹94 Cr to 

₹589 Cr, helping lower Inventory Days from 283 to 243, this liquidity gain was largely offset by the ₹97 Cr

cash outflow into Trade Receivables.

The quality of the Balance Sheet is under stress as Receivables over 6m more than doubled to ₹126 Cr,

and the Prov for Doubtful debts surged to ₹70 Cr, indicating that the ₹241 Cr CFO is heavily reliant on non-

recurring inventory liquidation rather than core collection efficiency.

The Total Debt profile has deteriorated as borrowings climbed to ₹1,046 Cr, pushing the Debt / Equity ratio

to a high 1.75x and the Gearing Ratio to 138%.

A concerning shift toward Short term Borrowings, which rose by ₹114 Cr to ₹498 Cr, increases refinancing

risk, especially as the Interest Coverage ratio weakened from 2.34 to 1.71, leaving little margin for further

interest rate hikes.

Capital Allocation remains aggressive despite high leverage, with Fixed assets purchased (Capex) of 

₹183 Cr and Capital Commitments doubling to ₹108.18 Cr, primarily directed toward Plant Machinery

which grew to ₹488.54 Cr in the Gross Block.

While the business generated a positive FCF of ₹59 Cr, it continues to drain cash into its loss-making JV, 

Hintastica Private Limited, through a ₹25 Cr equity infusion and ₹69.50 Cr in corporate guarantees, further

straining the Net Worth of ₹597 Cr.

Efficiency and return metrics have significantly diluted, with ROCE falling to 11% and ROE dropping to 

4.35%, as the expanding Total Assets base of ₹2,420 Cr failed to generate incremental Revenue.
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Other Assets & Liabilities Insight: Capital Advances spiked 230% to ₹56.83 Cr, linked to unexecuted

expansion contracts. Deferred Tax Assets of ₹53.26 Cr include ₹9.70 Cr from business losses, supporting 

PAT but providing no cash liquidity. Statutory Dues Payable remain a large persistent liability at ₹81.83 Cr.

Other Expenses Insight: Advertising & Publicity (₹116.67 Cr) and Freight (₹127.93 Cr) remain high,

indicating that the company must spend aggressively to maintain its market position despite stagnant sales.

The dominant financial theme of the year is one of stagnant revenue and severe margin compression,

where a healthy-looking CFO masks underlying credit risks and a heavy reliance on debt-funded

capex that has yet to yield bottom-line growth.

3.3 Contingent Liabilities & Commitments

GST Demands: ₹22.35 Cr (FY24) vs ₹1.89 Cr (FY23) — A massive 1,082% spike currently under appeal.

Sales Tax Demands: ₹7.17 Cr (FY24) vs ₹11.98 Cr (FY23) — Under appeal.

Claims not acknowledged as debt: ₹4.14 Cr — Disputed legal claims.

Corporate Guarantees: ₹69.50 Cr provided for the Hintastica Private Limited JV debt.

Capital Commitments: ₹108.18 Cr (FY24) vs ₹51.43 Cr (FY23) — Unexecuted contracts for plant and

machinery expansion.
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3.9 Earnings Quality & Forensic Checks



# Check Impact Status Evidence Notes Detail

1 PAT vs CFO trend

Profit ↑ — CFO of ₹241 Cr

exceeds PAT of ₹28 Cr due to

₹94 Cr inventory liquidation.

✅
PAT ₹28 Cr; CFO

₹241 Cr.

CFO boosted by non-recurring

inventory reduction of ₹94.41

Cr (Note 12).

2

Receivables &

channel-stuffing

signal

Revenue ↑↓ — channel stuffing

risk; receivables rose 22.3%

while revenue declined by

3.3%.

🚩

Receivables ₹453 Cr

vs ₹378 Cr; Sales

-3.34%.

Note 13: Receivables >3 years

increased to ₹56.96 Cr;

Provision for ECL up 39%.

3

Revenue timing

(unbilled/contract

assets)

Revenue ↓ — slowing order

book; contract liabilities

decreased from ₹12.46 Cr to

₹10.85 Cr.

⚠

Contract liabilities

₹10.85 Cr vs ₹12.46

Cr.

Note 31: Revenue net of

₹1,935 Cr discounts (41% of

gross), signaling aggressive

pricing.

4
Revenue from

related parties %

Neutral — RPT revenue is

minimal; focus is on

management fees and rent

payments.

✅
Management fees

income ₹29.57 Cr.

Note 42: Significant RPT focus

on expenses (Rent/Fees)

rather than sales.

5
Inventory vs

revenue growth

Profit ↑ — inventory reduction of

13.8% improved cash flow

despite a 3.3% sales drop.

✅

Inventory ₹589 Cr vs

₹684 Cr; Sales

₹2,776 Cr.

Note 12: Primary reduction in

raw materials (₹112 Cr vs ₹151

Cr) improved liquidity.

6
Inventory valuation

method change

Neutral — no change in

valuation method; valued at

lower of cost or NRV.

✅

Standard FIFO/

Weighted Average

used.

Note 3: Accounting policy

remains consistent with prior

years.

7
Exceptional items

in operating profit

Profit ↓ — ₹21.11 Cr exceptional

loss significantly reduced

reported PBT and Net Profit.

⚠
Exceptional items: -

₹21.11 Cr in FY24.

P&L shows exceptional items

reduced PBT from operations

significantly.

8
Depreciation rate

vs useful life policy

Profit ↓ — depreciation

increased 17.8% due to ₹111 Cr

addition to gross block.

✅

Depr. ₹119 Cr vs

₹101 Cr; Gross Block

₹1,252 Cr.

Note 37: Higher depreciation

following capitalization of plant

and machinery.

9
Provision reversals

boosting PAT

Profit ↓ — no major reversals;

instead, ECL provisions

increased by ₹19.8 Cr.

✅
Prov for Doubtful ₹70

Cr vs ₹0 Cr.

Note 13: ECL provision

increased from ₹50.40 Cr to

₹70.22 Cr, hitting P&L.

10
Tax rate

consistency

Profit ↓ — effective tax rate

spiked to 45% due to deferred

tax adjustments.

🚩
Tax % 45.00; Direct

Taxes paid ₹41 Cr.

Note 10: DTA increased by

₹16.99 Cr, including benefits

from business losses.

11
CWIP age and

stalling projects

Neutral — CWIP increased to

₹55 Cr, supporting the doubling

of capital commitments.

✅
CWIP ₹55 Cr vs ₹36

Cr.

Note 44: Capital commitments

doubled to ₹108.18 Cr for

upcoming expansion.

12

Deferred tax asset

recognition

adequacy

Profit ↑ — DTA of ₹53 Cr

includes ₹9.7 Cr from business

loss recognition.

⚠
DTA (Net) ₹53.26 Cr

vs ₹36.27 Cr.

Note 10: Recognition of tax

benefits on losses supports

PAT but lacks cash liquidity.

13
RPT quantum and

trend

Profit ↓ — high fixed costs;

₹43.8 Cr paid to AGI Greenpac

for rent/fees.

⚠

Rent ₹20.47 Cr;

Mgmt Fees ₹23.32

Cr.

Note 42: Continued high

payments to promoter-

influenced entity despite lower

purchases.

14
Dividend paid vs

FCF adequacy

Neutral — dividend of ₹4 Cr is

well covered by Free Cash Flow

of ₹59 Cr.

✅
Dividends ₹4 Cr;

FCF ₹59 Cr.

Payout ratio increased to 11%

but remains conservative

relative to CFO.

15 Audit Trail Controls 🚩
Auditor's Report

p.184.



# Check Impact Status Evidence Notes Detail

Neutral — Edit logs not enabled

for key database tables in

Holding and 3 subsidiaries.

Significant internal control

deficiency regarding data

integrity and fraud risk.

16
Receivables Aging

Quality

Profit ↓ — Receivables aged >3

years increased by 31.6% to

₹56.96 Cr.

⚠ Note 13 (p.206).

Indicates poor historical credit

quality and potential for further

write-offs.

17
GST Contingent

Liability Spike

Profit ↓ — 1,082% increase in

GST demands under appeal.
🚩 Note 43 (p.223).

Massive spike to ₹22.35 Cr

indicates aggressive tax

positions or audit failures.

4. MANAGEMENT & GOVERNANCE

A. Auditor Report & Key Audit Matters

Audit Opinion Type: Unqualified.

Key Audit Matters (KAMs):

Revenue Recognition: Auditor flagged the complexity of variable considerations (rebates/discounts).

Management adjusts gross revenue by ₹1,935.68 Cr (41% of gross contract value). Risk of revenue

overstatement if rebate estimates are inaccurate.

Expected Credit Loss (ECL): Focused on the ₹70.22 Cr provision. Concern stems from the 22.33% spike

in gross receivables despite a revenue decline.

Goodwill Impairment: Focused on the ₹1.91 Cr carrying value. Auditor scrutinized the 15.75% discount

rate used in "Value in Use" calculations.

Warranty Provisions: Relates to long-term obligations (up to 12 years) in sanitary ware. Estimates are

sensitive to historical defect patterns.

Audit Trail Weakness: The auditor reported that the "audit trail" (edit log) feature was NOT enabled

throughout the year for certain database tables in the Holding Company and three subsidiaries. This is a

significant internal control deficiency.

Auditor Fees: Total fees ₹0.40 Cr. Non-audit fees represent 30% of total compensation.

B. Related Party Transactions

Party Relationship Nature
Amount

(Cr)
Concern

AGI Greenpac

Limited

Promoter

Influenced

Management Support

Fees
23.32 Cr

Sticky high-margin payment to

promoter entity

AGI Greenpac

Limited

Promoter

Influenced
Rent Paid 20.47 Cr

Ongoing cash outflow for promoter-

owned facilities

AGI Greenpac Limited
Promoter

Influenced
Purchase of Goods 27.18 Cr

Significant reduction from 70.68 Cr in

FY23

Hintastica Private

Limited
Joint Venture Investment Made 25.00 Cr Capital infusion into loss-making JV

Hintastica Private

Limited
Joint Venture Corporate Guarantee 69.50 Cr

Off-balance sheet credit exposure for

JV debt

• 

• 

◦ 

◦ 

◦ 

◦ 

• 

• 



RPT Analysis: Total RPT of ₹96.97 Cr represents 3.46% of Revenue but a staggering 40.24% of CFO. While

goods purchases decreased, "service" based outflows (Rent/Fees) remain high, acting as a "promoter tax"

despite declining profits.

C. Shareholding

Promoters: 51.32% (Down from 54.41% YoY)

FIIs: 7.49% (Up from 1.83% YoY)

DIIs: 7.34% (Up from 1.44% YoY)

Public: 33.85%

Pledged Shares: 0.00%

D. Board Composition + KMP Compensation

Total Directors: 6 | Independent: 66.67% | Women Directors: 1.

KMP Compensation:

Rakesh Kaul (Former CEO): ₹1.86 Cr (-39.61% YoY).

Naveen Malik (CFO & CEO): Remuneration growth of 11.49%.

Payal M Puri (CS): Remuneration growth of 20.96%.

Analysis: KMP pay growth (11.5% - 21%) significantly outpaced EBITDA growth (6.91%), signaling a

disconnect between rewards and performance. The Chairman benefits from ₹43.8 Cr in rent/fees paid to his

other entity (AGI Greenpac).

F. Capital Allocation & Capex

Action FY 2024 (Cr) FY 2023 (Cr) % of CFO Signal

Capex 183.00 Cr 196.00 Cr 75.93% ⚠

Interest Payments 92.00 Cr 72.00 Cr 38.17% 🚩

Net Debt Change 88.00 Cr 584.00 Cr 36.51% ⚠

Dividends 4.00 Cr 0.00 Cr 1.66% ✅

Investment in JV 25.00 Cr 9.00 Cr 10.37% 🚩

Capital Commitments 108.18 Cr 51.43 Cr 44.89% ⚠

CAPEX Analytical Notes: * CFO Coverage: CFO (₹241 Cr) covers Capex (₹183 Cr) at 1.31x, but after interest

(₹92 Cr), the company is in a Free Cash Flow deficit relative to growth needs. * Nature: Primarily growth-

oriented (Roorkee plant, Isnapur expansion). * Takeaway: Capital commitments have doubled to ₹108.18

Cr, signaling that deleveraging will be delayed as the heavy investment cycle continues.

H. Risks

Leverage Risk: Gearing ratio at 138%. A 50 bps rate hike reduces PBT by ₹2.24 Cr. (High Impact)

Credit Risk: Receivables grew 22% while Sales fell 3%. Divergence signals potential channel stuffing. (High

Impact)

Litigation Risk: GST demands spiked 1,082% to ₹22.35 Cr. Direct hit to cash flow if lost. (Medium Impact)

Audit Trail: Edit logs not enabled for key database tables. Risk of undetected data manipulation. (High

Impact)

Leadership Risk: Two CEO exits in 12 months. Strategy execution and stability risk. (High Impact)

• 

• 

• 
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5. SCORECARD & VERDICT

Part A: Scorecard

Dimension
Rating

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

Business Quality 3 ↑
Bathware margins 15.4%; Exit

from Retail

Strong core moat in Bathware but

dragged by loss-making Appliances.

Financial Health 2 ↓
D/E 1.75x; Interest Coverage

1.71x

High leverage and weakening coverage

ratios create solvency concerns.

Earnings Quality 2 ↓
Receivables +22% vs Sales

-3%; CFO from Inventory

CFO is boosted by inventory liquidation

rather than core collections.

Management &

Governance
2 ↓

2 CEO exits; Audit trail disabled;

High RPT/CFO

Leadership instability and internal control

gaps are major red flags.

Capital Allocation &

Earnings Visibility
2 ↓

ROCE 11% < Cost of Debt; JV

Drain

Capex is debt-funded with returns

currently below the cost of capital.

BUSINESS POSITIVES (for this company this year) * ✅ Strategic Focus: Decisive exit from the cash-burning

Retail (Evok) segment to focus on core Building Products. * ✅ Bathware Resilience: EBITDA margins in the

core Bathware segment improved from 13.9% to 15.4%. * ✅ Inventory Management: Successfully reduced

inventory by ₹94 Cr, improving Inventory Days from 283 to 243. * ✅ Premiumization: New products now

contribute 18% of revenue, driven by premium brands like Queo.

BUSINESS NEGATIVES / CONCERNS (for this company this year) * 🔴 Credit Divergence: Trade

Receivables grew 22.33% to ₹453 Cr despite a 3.34% decline in Revenue, signaling aggressive credit

pushing. * 🔴 Leadership Instability: Two professional CEOs resigned within 12 months, leaving the CFO to

manage dual roles. * 🔴 Financial Stress: Interest Coverage dropped to 1.71x and Gearing Ratio reached 

138%, leading to a CARE A credit downgrade. * 🔴 Governance Red Flag: Auditor reported that audit trail (edit

log) features were not enabled for key database tables. * 🔴 JV Drain: Continued cash drain into loss-making 

Hintastica JV (₹25 Cr infusion + ₹69.50 Cr guarantee).

OVERALL SCORECARD SUMMARY Hindware is in a precarious transition phase where structural

improvements in business focus are being overshadowed by deteriorating financial health and governance

instability. While the exit from Retail and margin expansion in Bathware are positive, the company is heavily

over-leveraged with a debt-to-equity ratio of 1.75x and returns (ROCE 11%) that barely cover the cost of debt.

The divergence between rising receivables and falling sales, coupled with the lack of an audit trail and high

leadership churn, suggests a deteriorating trajectory until a permanent CEO is appointed and the balance sheet

is deleveraged.



Part B: Governance Check Matrix

# Check Status Evidence

1 Audit opinion clean? ✅ Unqualified opinion (p.176)

2 Promoter pledge = 0? ✅ 0.00% pledged

3 KMP pay < 5% of PAT? ❌
KMP pay growth (11-21%) vs PAT decline

(-55%)

4
RPT quantum < 5% of

revenue?
✅ 3.46% of Revenue

5 Board > 50% independent? ✅ 66.67% Independent

6 At least 1 woman director? ✅ Ms. Anisha Motwani

7
No statutory dues

outstanding?
⚠ ₹81.83 Cr statutory dues payable (p.214)

8 No fraud reported? ✅ No fraud reported by auditors

9 Audit trail enabled? ❌
NOT enabled for key database tables

(p.184)

10 Frequent Auditor change ✅ No frequent change reported

Total: 7/10 ✅ — Governance

Rating: 2

Part C: Investor Verdict

THESIS: A market-leading Bathware player undergoing a painful manufacturing transition, currently hamstrung

by high debt and leadership instability. OVERALL STANCE: WATCH RATIONALE: The core business is

pivoting well, but financial leverage and governance/leadership risks are too high for immediate accumulation. 

RE-EVALUATE WHEN: Interest Coverage Ratio > 3.0x AND a permanent professional CEO is appointed. BULL

CASE: Successful commissioning of Roorkee plant leads to 15%+ volume growth in Pipes and Bathware

margins sustain at 16%+. BEAR CASE: Receivables write-off of ₹50 Cr+ or further credit rating downgrade due

to inability to service ₹93 Cr annual interest. KEY MONITORABLE: Trade Receivables Growth: 22.3% → Watch

for alignment with Revenue growth.



7. YEAR-OVER-YEAR ANALYSIS

7.1 Changes

Metric / Theme Summary A Status Summary B Status Forensic Takeaway

Capital

Allocation

High growth capex (₹196

Cr) funded by massive

debt spike (₹584 Cr).

Sustained capex (₹183 Cr) with

capital commitments doubling to

₹108 Cr.

The company is locked into a heavy

investment cycle that prevents

deleveraging despite falling profits.

Solvency &

Leverage

Debt-to-Equity at 1.24x;

Interest Coverage at 2.34x.

Debt-to-Equity at 1.75x; Interest

Coverage at 1.71x.

Financial risk has escalated to a critical

level as interest costs now consume nearly

40% of operating cash flow.

Working

Capital

Inventory blockage (283

days) was the primary

cash drain.

Inventory reduced by ₹94 Cr, but

Receivables spiked 22% despite

falling sales.

A major forensic red flag has shifted from

inventory to receivables, suggesting

aggressive credit pushing to mask weak

demand.

Earnings

Quality

PAT (₹58 Cr) was 79%

comprised of a non-cash

liability write-back.

PAT (₹28 Cr) supported by

Deferred Tax Assets on losses;

CFO driven by inventory

liquidation.

Reported profits remain low-quality and

are increasingly reliant on accounting

adjustments rather than core operational

cash generation.

Management

Tone

Expansionary and

acquisitive following the

BPD integration.

Defensive, focused on "sweating

assets" and exiting non-core

Retail.

Management has shifted to a survival and

consolidation mode to address the liquidity

crunch and leadership vacuum.

Governance
CEO resignation; high

RPT/CFO ratio (51%).

Two CEO exits in 12 months;

Audit trail (edit logs) disabled for

key tables.

Internal control deficiencies and leadership

instability have significantly weakened the

governance profile.

7.2 Persistent Patterns

High Leverage and Interest Burden: The company remains structurally dependent on external financing,

with interest costs rising from ₹77 Cr to ₹93 Cr.

Significant Related Party Inter-linkages: High-margin payments (Rent and Management Fees) to

promoter-influenced AGI Greenpac continue regardless of HHIL's profitability.

Persistent Statutory Dues: Unpaid statutory liabilities remain high and stagnant at approximately ₹81 Cr,

indicating chronic liquidity tightness.

Capital Drain into Hintastica JV: The company continues to provide capital infusions and corporate

guarantees (₹69.50 Cr) to a loss-making joint venture.

Manufacturing Pivot Execution: A consistent focus on transitioning from trading to a manufacturing-led

model, evidenced by the ongoing expansion at Isnapur and Roorkee.

Aggressive Advertising Spend: Sustained high marketing expenditure (>₹110 Cr) is required annually to

maintain market share in a competitive landscape.

Negative Free Cash Flow relative to growth: After accounting for interest and capex, the business

consistently fails to generate surplus cash to reduce its ₹1,046 Cr debt pile.
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