
Hindware Home Innovation Ltd — FY 2023 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
HHIL maintains dominant market positioning as the leader in Sanitaryware and Top 2 in Faucets, with

Building Products contributing 81% of total revenue.
🟢 Positive

2
Consolidated revenue grew 25% YoY to ₹2,872 Cr, underpinned by a robust 29% expansion in the

Pipes segment (Truflo) reaching ₹785 Cr.
🟢 Positive

3
Operating margins are under pressure as ROCE diluted from 22% to 15%, reflecting an expanded

asset base that is not yet generating commensurate returns.
🔴 Negative

4
Reported PAT collapsed by 71% to ₹58 Cr, severely impacted by a 277% surge in finance costs (₹77

Cr) and increased depreciation following the BPD acquisition.
🔴 Negative

5
Balance sheet health has deteriorated significantly with Total Debt rising to ₹711 Cr, pushing the

Debt-to-Equity ratio to 1.24x from a lean 0.27x.
🔴 Negative

6
Cash flow is constrained as CFO of ₹221 Cr is largely consumed by interest and capex, leaving the

company in a net cash deficit position.
🔴 Negative

7
Working capital cycle has elongated to 208 days, driven by inventory days ballooning to 283 days,

signaling significant capital blockage.
🔴 Negative

8
Earnings quality is poor, with 79% of reported PAT (₹45.48 Cr) derived from a non-cash, non-recurring

liability write-back rather than core operations.
🔴 Negative

9
Governance risks are highlighted by high promoter dependency, with Related Party Transactions

(RPTs) accounting for 51% of Cash Flow from Operations.
🔴 Negative

10
Leadership transition risk has emerged following the resignation of the CEO immediately after the

critical integration of the Building Products Division.
🔴 Negative

11
The outlook depends on the successful ramp-up of Roorkee and Telangana plants to internalize margins and

offset the high fixed-cost base.
🟡 Neutral

12
Stance is WATCH; key monitorables include the Interest Coverage Ratio (currently 2.34x) and a target

reduction of Debt/Equity to below 0.8x.
🟡 Neutral

1. BUSINESS OVERVIEW (In Bullet Points)

Business Segments: HHIL operates through three primary verticals: Building Products (81% of revenue),

Consumer Appliances (17%), and Retail (2%).

Revenue Drivers: Growth is driven by a "house of brands" strategy focusing on premiumization (Queo,

Hindware Italian Collection) and the rapid expansion of the Truflo Plastic Pipes and Fittings business (₹785

Crore, +29% YoY).

• 

• 



Cost Drivers: Key inputs include PVC resin prices, brass, chrome, and energy (natural gas for kilns). The

company is mitigating these through energy-efficient shuttle kilns and solar panel installations (2,720 kWp).

Industry Position: HHIL is a leader in Sanitaryware, Top 2 in Faucets, and the fastest-growing player in

Plastic Pipes. In appliances, it is the 2nd largest in Kitchen Chimneys.

Expansion Plans: Significant CAPEX is directed toward expanding the Hyderabad pipes plant, a new

greenfield facility in Roorkee, and a water heater plant in Telangana via a JV.

Acquisitions & Capacity: The company recently integrated the Building Products Division (BPD)

manufacturing operations from AGI Greenpac. Pipe capacity has increased to 48,000 MT.

Segment Performance: Building Products grew 29% YoY (₹2,316 Cr); Consumer Appliances grew 16% YoY

(₹501 Cr); Retail (EVOK) saw a decline to ₹56 Cr as it shifts to a franchise model.

Geographical Presence: Expanding distribution depth into Tier 2 and Tier 3 cities to increase brand

penetration.

Strategic Partnerships: Key collaborations include Groupe Atlantic (France) for water heaters and Reliance

Worldwide Corporation (RWC) for premium Truflo SharkBite pipes.

2. MANAGEMENT COMMENTARY & OUTLOOK

Management expresses high confidence in domestic demand, anchored by the "India Growth Story" and a

revival in the real estate sector.

The strategic vision is shifting from an "asset-light" marketing/distribution house to a manufacturing-led

organization to internalize margins and control the supply chain.

A "Top 5" ambition has been set for all operating categories within the next five years, supported by

expanding distribution into Tier 2 and Tier 3 cities.

The company is aggressively utilizing a digital influencer ecosystem, including the "Plumber No. 1" app

(26,000+ registrations) and "Club Maestro" for architects, to create defensive moats.

Management acknowledges "muted" growth in consumer durables due to inflation but remains bullish on the

long-term "premiumization" trend and the shift from unorganized to organized players.

The Retail segment (EVOK) is undergoing a decisive corrective path, moving from "Company Owned,

Company Operated" (COCO) to a franchise-led model to eliminate "cash burn."

New product launches are focused on IoT-enabled "smart" appliances and premium "push-to-connect"

plumbing technology (SharkBite) to counter high competitive intensity.

The management tone is Aggressively Execution-Oriented. There is a palpable shift toward "controlled

manufacturing" and transparency regarding the struggles in the Retail segment. However, the resignation of

the CEO (Rakesh Kaul) shortly after the fiscal year-end introduces leadership transition risk that contrasts

with the stable growth narrative.

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 2023 Mar 2022

Sales - 2,872.00 2,294.00

Sales Growth % 25.23 29.20

Expenses - 2,627.00 2,118.00

Material Cost % - 30.73 68.21

Raw material cost 926.00 1,645.00

Change in inventory -43.00 -81.00

Manufacturing Cost % 32.99 1.10

Employee Cost % 14.01 10.08

Other Cost % 13.72 12.93

Operating Profit 246.00 176.00

OPM % 9.00 8.00

Other Income - 36.00 129.00

Exceptional items 0.19 101.17

Other income normal 35.35 27.82

Interest 77.00 20.00

Depreciation 101.00 39.00

Profit before tax 103.00 245.00

Tax % 35.00 17.00

Net Profit - 58.00 202.00

Profit from Associates -9.00 -2.00

Minority share 0.00 0.00

Exceptional items AT 0.00 83.00

Profit excl Excep 57.00 119.00

Profit for PE 57.00 119.00

Profit for EPS 57.00 202.00

Profit Growth % -52.00 117.00

EPS in Rs 6.83 24.12

Dividend Payout % 6.00 2.00



Balance Sheet (₹ Crores)



Line Item Mar 2023 Mar 2022

Equity Capital 14.00 14.00

Reserves 561.00 512.00

Borrowings - 958.00 374.00

Long term Borrowings 328.00 10.00

Short term Borrowings 384.00 133.00

Lease Liabilities 246.00 231.00

Other Borrowings 0.00 0.00

Other Liabilities - 769.00 1,245.00

Non controlling int 7.00 0.00

Trade Payables 297.00 252.00

Advance from Customers 12.00 12.00

Other liability items 452.00 981.00

Total Liabilities 2,303.00 2,146.00

Fixed Assets - 912.00 743.00

Land 114.87 66.84

Building 419.76 361.10

Plant Machinery 410.43 311.75

Equipments 12.45 10.24

Computers 20.73 16.48

Furniture n fittings 126.32 82.23

Vehicles 23.47 16.99

Intangible Assets 2.27 2.27

Other fixed assets 10.76 10.23

Gross Block 1,141.06 878.13

Accumulated Depreciation 229.10 135.11

CWIP 36.00 58.00

Investments 88.00 114.00

Other Assets - 1,267.00 1,230.00

Inventories 684.00 675.00

Trade receivables - 378.00 306.00

Receivables over 6m 56.00 91.00

Receivables under 6m 322.00 253.00

Prov for Doubtful 0.00 -38.00

Cash Equivalents 9.00 27.00

Loans n Advances 17.00 48.00

Other asset items 179.00 174.00



Line Item Mar 2023 Mar 2022

Total Assets 2,303.00 2,146.00

Cash Flow Statement (₹ Crores)

Line Item Mar 2023 Mar 2022

Cash from Operating Activity - 221.00 226.00

Profit from operations 247.00 196.00

Receivables -80.00 78.00

Inventory -8.00 -88.00

Payables 77.00 115.00

Other WC items 22.00 -14.00

Working capital changes 10.00 91.00

Direct taxes -36.00 -61.00

Other operating items 0.00 0.00

Cash from Investing Activity - -705.00 -124.00

Fixed assets purchased -196.00 -40.00

Fixed assets sold 1.00 0.00

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 -9.00 -28.00

Other investing items -502.00 -57.00

Cash from Financing Activity - 467.00 -83.00

Proceeds from shares 0.00 0.00

Proceeds from borrowings 625.00 0.00

Repayment of borrowings -56.00 -46.00

Interest paid fin -72.00 -21.00

Dividends paid 0.00 -6.00

Financial liabilities -29.00 -11.00

Other financing items 0.00 0.00

Net Cash Flow -17.00 19.00

Free Cash Flow 26.00 187.00

CFO/OP 105.00 163.00



Key Ratios (₹ Crores)

Line Item Mar 2023 Mar 2022

Debtor Days 48.00 49.00

Inventory Days 283.00 158.00

Days Payable 123.00 59.00

Cash Conversion Cycle 208.00 147.00

Working Capital Days 10.00 -33.00

ROCE % 15.00 22.00

3.2 Financial Analysis Summary

Revenue grew 25.23% YoY to ₹2,872 Cr, primarily driven by the Building Products Segment (80.61% of

total) which contributed ₹2,316.12 Cr; however, this growth is optically inflated as FY 2023 includes full-year

manufacturing operations following the BPD acquisition, whereas FY 2022 was primarily trading-led.

EBITDA (Operating Profit) reached ₹246 Cr with OPM improving slightly to 9.00% from 8.00%, but the quality

of this profit is questionable due to a non-cash, non-recurring write-back of "sundry balances and liabilities"

amounting to ₹45.48 Cr, which accounts for nearly 18.5% of the operating result.

PAT (Net Profit) plummeted 71.28% to ₹58 Cr, largely because FY 2022 was bolstered by Exceptional items

of ₹101.17 Cr, while FY 2023 faced a 277% surge in Finance Cost (₹77 Cr) and a 159% increase in 

Depreciation (₹101 Cr) following the asset-heavy manufacturing shift.

Employee Cost rose 74% YoY to ₹402.34 Cr (14% of Revenue), and Power and Fuel costs spiked from 

₹0.59 Cr to ₹110.33 Cr, reflecting the absorption of the manufacturing workforce and energy-intensive

production facilities.

Total Debt (excluding leases) surged to ₹711.68 Cr from ₹143.22 Cr, causing the Debt / Equity ratio to

deteriorate sharply to 1.24x from 0.27x; this leverage was primarily used to fund the BPD acquisition via

Rupee Term Loans.

Working Capital management shows significant stress as Inventory Days ballooned to 283 days from 158

days, and the Cash Conversion Cycle elongated to 208 days, although this was partially mitigated by

stretching Trade Payables to 123 days.

Trade Receivables (₹378 Cr) grew in line with Revenue, but credit quality is a concern with "Credit Impaired"

receivables rising to ₹50.40 Cr and ₹43.28 Cr of gross balances being older than 3 years.

CFO of ₹221 Cr remained stable YoY despite higher Operating Profit, as a ₹10 Cr positive movement in 

Working Capital (driven by a ₹77 Cr increase in Trade Payables) offset the ₹80 Cr cash outflow into Trade

Receivables.

Capex saw a massive outflow of ₹196 Cr in Fixed Assets, part of a total Cash from Investing Activity

outflow of ₹705 Cr, which was entirely funded by ₹625 Cr in new Proceeds from borrowings.

ROCE diluted from 22% to 15% and ROE fell from 38.40% to 10.08%, signaling that the massive expansion

in Total Assets (₹2,303 Cr) and capital employed has not yet translated into commensurate bottom-line

growth.

Other Liabilities include a spike in Expenses Payable (₹93.68 Cr) and Statutory Dues (₹81.04 Cr),

suggesting the company is utilizing short-term accruals to manage liquidity post-acquisition.

Other Expenses were impacted by a 74% rise in Employee Benefits and a significant jump in Legal and

Professional Services (₹33.03 Cr), while Other Assets are burdened by ₹7.90 Cr in Doubtful Other

Advances.
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FCF dropped to ₹26 Cr from ₹187 Cr, indicating that the business is no longer generating significant surplus

cash after meeting its expanded Capex requirements and is now heavily dependent on external financing.

The transition from a trading-led to a manufacturing-heavy model has successfully scaled Revenue and 

Gross Block, but has simultaneously compromised Balance Sheet strength through high leverage and

introduced significant working capital inefficiencies.

FY 2023 represents a high-risk "integration year" where the company traded financial flexibility for

manufacturing scale, resulting in a highly leveraged Balance Sheet and deteriorating earnings quality

that now requires urgent operational sweating of assets to service the ₹77 Cr annual Finance Cost.

3.3 Contingent Liabilities & Commitments

Sales Tax / VAT Disputes: ₹11.98 Cr (Under Appeal).

Service Tax & GST Demands: ₹2.67 Cr (Under Appeal).

Capital Commitments: ₹51.43 Cr in unexecuted contracts for manufacturing capacity and technology

upgrades.

Corporate Guarantees: ₹69.50 Cr provided for the Joint Venture (Hintastica Private Limited), creating off-

balance sheet credit exposure.
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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; ₹45.48 Cr non-cash

liability write-back inflates PAT

by 79%.

🚩

PAT ₹58 Cr vs CFO

₹221 Cr; Write-back

₹45.48 Cr.

Note 31: Sundry balances/

liabilities no longer required

written back as other operating

revenue.

2

Receivables &

channel-stuffing

signal

Revenue ↑↓ — collection risk;

receivables + inventory growth

(₹86 Cr) matches revenue

growth (25%).

⚠

Receivables ₹378 Cr

(+23%); Inventory

₹684 Cr (+1%).

Note 13: Disputed receivables

increased to ₹16.79 Cr; Credit

impaired rose to ₹50.40 Cr.

3 Revenue timing

Revenue ↑ — performance

obligations; ₹12.46 Cr in

customer advances represents

future revenue realization.

✅

Advance from

Customers ₹12.46 Cr

(FY23) vs ₹12.00 Cr

(FY22).

Note 31(ii): Contract liabilities

represent unsatisfied

performance obligations.

4
Revenue from

related parties %

Profit ↑ — high-margin income;

₹28.2 Cr management fees

from RPTs boost operating

margins.

⚠

Management fees

from AGI/Hintastica:

₹28.2 Cr.

Note 42: Management support

services provided to AGI

Greenpac and Hintastica act as

high-margin income.

5
Inventory vs

revenue growth

Profit ↑ — efficient turnover;

inventory grew only 1.25%

despite 25% sales growth post-

acquisition.

✅

Inventory ₹684 Cr

(FY23) vs ₹675 Cr

(FY22); Sales +25%.

Note 11: Minimal growth

suggests improved turns or

optimization post-acquisition.

6

Inventory

valuation

method change

Neutral — consistent policy; no

change in valuation method

reported despite shift to

manufacturing.

✅

Raw materials/Work-

in-progress valued at

lower of cost or NRV.

Note 2.1/11: Standard Ind AS

valuation applied consistently.

7

Exceptional

items in

operating profit

Profit ↑ — non-recurring gain;

₹0.19 Cr exceptional item is

negligible compared to prior

year.

✅

Exceptional items

₹0.19 Cr (FY23) vs

₹101.17 Cr (FY22).

P&L Statement: FY22 was

heavily impacted by slump sale

accounting; FY23 is

normalized.

8

Depreciation

rate vs useful life

policy

Profit ↓ — higher non-cash

charge; depreciation surged

159% following the BPD

manufacturing acquisition.

⚠

Depreciation ₹101 Cr

(FY23) vs ₹39 Cr

(FY22).

Note 56: FY23 includes full-

year manufacturing assets;

FY22 was primarily a trading-

led model.

9

Provision

reversals

boosting PAT

Profit ↑ — non-cash gain;

₹45.48 Cr liability write-back

significantly inflates the current

year's profit.

🚩

Liability write-back:

₹45.48 Cr; Net Profit:

₹58 Cr.

Note 31: "Sundry balances and

liabilities no longer required"

written back to P&L.

10
Tax rate

consistency

Profit ↓ — tax normalization;

effective tax rate jumped to

35% from 17% YoY.

⚠

Tax %: 35% (FY23) vs

17% (FY22); Direct

taxes paid ₹36 Cr.

P&L Statement: FY22 tax was

lower due to exceptional item

treatments.

11
CWIP age and

stalling projects

Neutral — project completion;

CWIP decreased by ₹22 Cr as

projects were capitalized.

✅
CWIP ₹36 Cr (FY23)

vs ₹58 Cr (FY22).

Balance Sheet: Reduction in

CWIP suggests successful

commissioning of assets.

12
Deferred tax

asset recognition

Neutral — accounting

alignment; tax expense reflects

timing differences from

depreciation and provisions.

✅
Tax % at 35% on PBT

of ₹103 Cr.

Note 39/P&L: Provision for ECL

and warranty provisions create

timing differences.

13
RPT quantum

and trend

Profit ↓ — cost pressure; ₹20.83

Cr rent paid to promoter entity

despite owning manufacturing.

🚩

Rent to AGI

Greenpac: ₹20.83 Cr;

Note 42: Significant ongoing

dependency on AGI Greenpac



# Check Impact Status Evidence Notes Detail

Slump sale payable:

₹12.16 Cr.

for premises and support

services.

14
Dividend paid vs

FCF adequacy

Neutral — conservative payout;

₹6.83 EPS supports dividend

despite high leverage and

interest.

✅

Dividend Payout 6%;

FCF ₹26 Cr; Interest

₹77 Cr.

Cash Flow: FCF remains

positive at ₹26 Cr, covering the

modest dividend payout.

15

Auditor KAM:

Goodwill

Impairment

Neutral — valuation

subjectivity; 1.91 Cr goodwill

tested at 14.86% discount rate.

⚠
Goodwill ₹1.91 Cr;

Terminal growth 4%.

Note 4c: High subjectivity in

"Value in Use" calculations.

16

Auditor KAM:

Warranty

Provisions

Profit ↑↓ — estimation

sensitivity; 6.66 Cr provision for

long-term (12yr) warranties.

⚠
Warranty Provision

₹6.66 Cr.

Note 23/29: Estimates sensitive

to shifts in product quality over

long durations.

17

Common

Control

Accounting

Profit ↑ — understated asset

base; pooling-of-interest

method used for BPD

acquisition.

⚠

Business combination

under common

control.

Note 3.1: Preserves carrying

values rather than fair valuing

assets, potentially understating

asset base.

4. MANAGEMENT & GOVERNANCE

A. Auditor Report & Key Audit Matters

Audit Opinion Type: Unqualified.

Key Audit Matters (KAMs):

Goodwill Impairment: Focused on the ₹1.91 Cr carrying value. Concern involves high subjectivity in

"Value in Use" calculations, specifically the 14.86% discount rate and 4% terminal growth rate.

Expected Credit Loss (ECL): Flagged the ₹50.40 Cr provision for doubtful debts. Concern stems from

estimation uncertainty, particularly for receivables aged >3 years (₹43.28 Cr).

Warranty Provisions: Noted the ₹6.66 Cr provision. Concern relates to the long-term nature (up to 12

years) of sanitary ware warranties, making estimates sensitive to shifts in product quality.

Auditor Fees: M/s. Lodha & Co. recommended for re-appointment. While fees are aligned with complexity,

the surge in legal/professional expenses (₹33.03 Cr) warrants monitoring.

• 

• 

◦ 

◦ 
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B. Related Party Transactions

Party Relationship Nature
Amount

(Cr)
Concern

AGI Greenpac

Limited

Promoter

Entity
Purchase of Goods 70.68 Cr High dependency on former parent

AGI Greenpac

Limited

Promoter

Entity

Management Fees

Recd.
22.61 Cr High-margin income from related party

AGI Greenpac

Limited

Promoter

Entity
Rent Paid 20.83 Cr Cash outflow to promoters for facilities

AGI Greenpac

Limited

Promoter

Entity
Slump Sale Payable 12.16 Cr

Residual liability from asset

acquisition

Hintastica Pvt Ltd Joint Venture Investment Made 9.00 Cr Ongoing capital support for JV

RPT Verdict: Monitor ⚠. While purchase-related RPTs dropped from ₹930 Cr to ₹70 Cr post-acquisition, the

high rent and management fees, combined with a 51% CFO-to-RPT ratio, indicate significant ongoing

promoter inter-linkages.

C. Shareholding

Line Item Mar 2023 Mar 2022

Promoters 54.41% 54.41%

FIIs 1.83% 0.44%

DIIs 1.44% 1.14%

Public 42.32% 44.01%

* Pledged Shares: Zero.

D. Board Composition + KMP Compensation

Total Directors: 7 | Independent %: 57.14% | Women Directors: 1.

KMP Compensation:

Rakesh Kaul (CEO): ₹3.08 Cr (+25.71% YoY). Note: Resigned April 2023.

Sandip Somany (Chairman): ₹0.08 Cr (+60.00% YoY). Outpaced EBITDA growth of 39.77%.

Naveen Malik (CFO): Remuneration growth of 25.20%.

Family Relations: Sandip Somany represents the promoter family interests. No other family members on the

board.

F. Capital Allocation & Capex

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

Capex 196.00 Cr 40.00 Cr 88.69% ⚠

Net Debt Change 584.00 Cr 143.22 Cr 264.25% 🚩

Dividends 0.00 Cr 6.00 Cr 0.00% ✅

Interest Payments 72.00 Cr 21.00 Cr 32.58% 🚩

• 

• 

• 
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◦ 

◦ 
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CAPEX Analytical Notes: * CFO Coverage of Capex: CFO (₹221 Cr) covers Capex (₹196 Cr) at 1.13x.

However, after interest payments (₹72 Cr), the company is in a cash deficit. * Nature of Capex: Primarily

growth capex, including the Isnapur plant expansion (48,000 MT capacity) and the Roorkee greenfield

project. * Deployment Efficiency: Asset turn is slightly decelerating during the ramp-up phase. * Key

Takeaway: The ₹51.43 Cr unexecuted capital commitment suggests continued heavy spending, which will

keep leverage high.

H. Risks

Leverage Risk: Debt to Equity jumped to 124%. A 0.5% rate hike impacts PBT by ₹2.07 Cr. (High Severity)

Credit Risk: ₹43.28 Cr receivables aged >3 years; ₹12.66 Cr ECL provision taken in FY23. (Medium

Severity)

Inventory Risk: Inventory days rose to 283 days, causing working capital blockage. (High Severity)

Concentration Risk: 81% revenue from Building Products; vulnerable to real estate downturns. (Medium

Severity)

Litigation Risk: ₹14.65 Cr in tax/VAT disputes under appeal. (Low Severity)

5. SCORECARD & VERDICT

Part A: Scorecard

Dimension
Rating

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

Business Quality 4 →
Leader in Sanitaryware; 29%

growth in Pipes

Strong market position and successful

diversification into high-growth pipes.

Financial Health 2 ↓
D/E 1.24x; Interest Coverage

2.34x

Sharp increase in leverage and interest costs

following the BPD acquisition.

Earnings Quality 2 ↓
₹45.48 Cr write-back (79% of

PAT)

PAT is heavily supported by non-cash, non-

recurring liability write-backs.

Management &

Governance
3 ↓

CEO Resignation; 51% RPT/

CFO ratio

Leadership transition and high ongoing

related-party inter-linkages.

Capital Allocation &

Earnings Visibility
3 →

ROCE 15%; ₹51 Cr Capex

commitment

Heavy reinvestment phase with returns

currently diluted by high debt costs.

BUSINESS POSITIVES (for this company this year) * ✅ Revenue Growth: Consolidated revenue grew 25%

to ₹2,872 Cr, driven by strong volume growth in the Pipes segment. * ✅ Segment Leadership: Maintained

leadership in Sanitaryware and reached Top 2 status in Faucets. * ✅ Strategic Pivot: Successful transition to a

manufacturing-led model for Building Products, internalizing margins. * ✅ Pipes Expansion: Truflo Pipes grew

29% to ₹785 Cr, supported by capacity expansion to 48,000 MT. * ✅ Retail Turnaround: Decisive shift to a

franchise model for EVOK to eliminate historical cash burn.

BUSINESS NEGATIVES / CONCERNS (for this company this year) * 🔴 Leverage Spike: Debt-to-Equity

deteriorated from 0.27x to 1.24x, with interest costs surging 277% to ₹77 Cr. * 🔴 Earnings Quality: A ₹45.48 Cr

non-cash liability write-back accounts for 79% of the reported Net Profit of ₹58 Cr. * 🔴 Working Capital Stress:

Inventory days ballooned to 283 days, and the Cash Conversion Cycle elongated to 208 days. * 🔴 Asset Return

Dilution: ROCE fell from 22% to 15% as the expanded asset base is not yet generating commensurate profits. *

🔴 Leadership Risk: Resignation of the CEO (Rakesh Kaul) immediately following the major BPD integration. * 🔴

Credit Quality: ₹43.28 Cr of receivables are aged over 3 years, with disputed receivables increasing 87% to

₹16.79 Cr.

• 

• 

• 

• 

• 



OVERALL SCORECARD SUMMARY HHIL is currently in a high-risk transition phase, having traded a clean

balance sheet for manufacturing scale through the BPD acquisition. While revenue growth and market

positioning remain strong, financial health has weakened significantly due to a spike in leverage (D/E 1.24x) and

interest obligations that consume 31% of operating profit. Earnings quality is a major concern, as the majority of

PAT is derived from non-cash accounting write-backs rather than core operations. The trajectory is currently 

stable but fragile, requiring urgent operational efficiency and debt reduction to justify the new capital-heavy

structure.

Part B: Governance Check Matrix

# Check Status Evidence

1 Audit opinion clean? ✅ Unqualified opinion (p.71)

2 Promoter pledge = 0? ✅ No pledge reported

3 KMP pay < 5% of PAT? ⚠
CEO pay (3.08 Cr) is 5.3% of PAT (58

Cr)

4
RPT quantum < 5% of

revenue?
✅ 3.97% of revenue

5 Board > 50% independent? ✅ 57.14% Independent

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

7
No statutory dues

outstanding?
⚠

₹81.04 Cr statutory dues payable

(Note 30)

8 No fraud reported? ✅ None reported

9 Audit trail enabled? ✅ Confirmed in Auditor's Report

10 Frequent Auditor change ✅ Lodha & Co. re-appointed for 2nd term

Final line: "Total: 8/10 ✅ — Governance

Rating: 3"

Part C: Investor Verdict

THESIS: HHIL is a market leader in home solutions undergoing a high-leverage shift from trading to

manufacturing, betting on long-term margin expansion at the cost of near-term financial flexibility. OVERALL

STANCE: WATCH RATIONALE: While the business scale is impressive, the poor quality of earnings (79% from

write-backs) and high debt service requirements make the stock vulnerable to interest rate cycles and demand

slowdowns. RE-EVALUATE WHEN: Debt/Equity falls below 0.8x OR Inventory Days normalize below 180 days. 

BULL CASE: Successful ramp-up of the Roorkee and Telangana plants leads to OPM expansion to >12% and

PAT growth of >50% as interest costs stabilize. BEAR CASE: Persistent working capital blockage and high

interest rates lead to a cash crunch, necessitating a dilutive equity raise or asset sales. KEY MONITORABLE:

Interest Coverage Ratio: 2.34x → Watch for a drop below 2.0x.
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