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HCL Infosystems Reports Revenue of Rs. 133 Crore in Q2 FY21

November 6, 2020, New Delhi
Business Highlights:

· Systems Integration and Solutions business reported revenue of Rs. 24 Crore in Q2 FY21 
· Distribution business revenue for Q2 FY21 stood at Rs. 109 Crore 
· Consumer Distribution registered revenue of Rs. 93 Crore in Q2 FY21 

· Enterprise Distribution revenue registered revenue of Rs. 16 Crore in Q2 FY21 
· Loss before interest, tax and exceptional items (from continuing operations) was Rs 68.5 Crore in Q2 FY21
· The Company has recognized upfront loss of Rs 24.4 Crore during the quarter on UIDAI MSP contract in Systems Integration business.  No revenue has been considered against this cost, though the Company is entitled to current market value as per the Award passed by the Arbitration Tribunal. Therefore, this may lead to recognition of revenue in subsequent periods based on the finalization of current market value through arbitration proceedings.
HCL Infosystems today announced its financial results for the quarter ended September 30th, 2020.

Dr. Nikhil Sinha, Chairman Board of Directors, HCL Infosystems Ltd., commenting on the results’ said, “In this quarter we continued with our initiatives to meet the Company’s objective of reducing operational losses and debt. Accordingly, we continued to scale down our Enterprise and Consumer Distribution businesses. In our System Integration and Solution business we continued to focus on deliverables of existing projects and collection of receivables from customers. 
We are pleased to welcome Mr. Vinod Pulyani as the Manager of the Company.  His appointment was made by the Board of Directors at its meeting on September 29th, 2020.” 
Company Updates:

Restructuring of the Company

As part of the regulatory approval process, on September 21st, 2020 the Company had filed a petition with the National Company Law Tribunal for approval of the proposed merger of HCL Learning Limited and Digilife Distribution and Marketing Services Limited (DDMS) with HCL Infosystems Limited. HCL Learning and DDMS are wholly owned subsidiaries of the Company. Earlier, the Board of Directors of HCL Infosystems Limited in its meeting held on August 6th, 2020 had approved the merger.
The Learning business and the Distribution businesses are being scaled down as part of the ongoing optimization exercise of the Company. Hence, separate entities are no longer required for these businesses. In addition to simplifying the group structure of the Company, the proposed merger will also reduce administrative costs.
An application was filed before the Hon’ble National Company Law Tribunal (‘NCLT’) at New Delhi Bench on 21 September 2020 for obtaining the sanction of NCLT on the proposed merger. In the light of the ongoing COVID-19 situation, the matter is moving slowly and our application for proposed merger is yet to be heard by the Hon’ble NCLT.”

Appointment of the Manager of the Company

The Board of Directors in their meeting held on September 29th, 2020 approved the appointment. Mr. Vinod Pulyani is a Chartered Accountant and has a rich experience of 24 years in various corporates. 
His appointment is subject to the approval by shareholders of the Company at the next Annual General Meeting of the Company. 

Business Updates:

Distribution Business
During the Quarter, the Company continued to scale down the Distribution Business with the objective of reducing its operational losses. 
In Q2 FY21 the business achieved a revenue of Rs. 109 Crore during this quarter. 
· Enterprise Distribution reported revenue of Rs. 16 Crore in Q2 FY21. 
· Consumer Distribution business registered revenue of Rs. 93 Crore in Q2 FY21 

System Integration (SI) & Solutions Business
The SI and Solutions business reported revenue of Rs. 24 Crore in Q2 FY21. In line with our strategy, the team focused on project completion and the collection of receivables from customers.
The Company has recognized upfront loss of Rs 24.4 Crore during the quarter on Managed Service Provider (“MSP”) contract with the Unique Identification Authority of India (‘UIDAI’) that originally ended on 6 August 2019 and then was unilaterally extended by the UIDAI. The Company challenged this unilateral extension of the MSP contract by UIDAI before the Hon’ble Arbitral Tribunal. Later, the Company and UIDAI entered into consent terms dated 5 May 2020 (which also formed part of the consent order dated 7 May 2020 passed by the Hon’ble Arbitral Tribunal) and the Company agreed to perform services for UIDAI subject to the terms and conditions of the consent terms. As per the consent terms executed between UIDAI and the Company, the Company has agreed to perform services as per the terms of the MSP Contract, without prejudice to its rights and contentions in the arbitration proceedings, till 6 April 2021. The Company has further agreed to extend the annual maintenance contract and software licenses for the period till 6 August 2021. As per consent terms signed by the both the parties, the Company would continue to raise invoices to UIDAI as per the rates originally agreed in the MSP though the Company is entitled  to claim market rate for the services provided to UIDAI, the quantum of  which shall be decided in the subsequent hearings of the Arbitration proceedings. Pending determination of the current market value through arbitration, no revenue has been recognized by the Company for the difference in the expected current market value and the existing contract price which will be recognized once the same has been determined by the Hon’ble Arbitral Tribunal in the future. 
This business continued to face delays in realization of certain customer receivables, particularly from customers in the power sector. The Company has been constantly focusing on expediting the resolution of such issues by continuous engagement with customers for the acceptance of project completions, however progress has been very slow. In order to get a resolution to the long pending issues, the Company has invoked arbitration proceedings against three discoms. It should be noted that such delays have been the main reason for the high debt obligation and finance cost of the Company.
About HCL Infosystems
HCL Infosystems is a System Integration and Distribution company. It provides distribution of technology, mobility and consumer products. For more information, please visit us at www.hclinfosystems.in
 
About HCL
Founded in 1976 as one of India’s original IT garage start-ups, HCL is a pioneer of modern computing with many firsts to its credit, including the introduction of the 8-bit microprocessor-based computer in 1978 well before its global peers. Today, the HCL enterprise has a presence across varied sectors that include technology, healthcare and talent management solutions and comprises three companies – HCL Infosystems, HCL Technologies and HCL Healthcare. The enterprise generates annual revenues of over US $ 9.9 billion with more than 153,000 employees operating across 50 countries. For further information, visit www.hcl.com
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Three months ended Year ended
30092020  30.062020 30.09.2019  31.03.2020
Unaudited _Unaudited _Unaudited Audited
Income
Revenue from operations 1316 1057 5818 18152
Other income 110 94 240 768
Total Income 1425 154 605.8 1,892.0
Expenses
Cost of materials consumed - - - -
Purchase of stock-in-trade 1035 613 5165 185591
Changes in inventories of finished goods and stockin-trade 72 59 59 676
Other direct expense 472 29 336 821
Employee benefits expense 219 241 274 105
Finance costs 153 158 25 %04
Depreciation and amortisation expense 12 14 25 88
Other expenses 301 205 449 2138
Total expenses 263 1520 656.2 21323
Loss before exceptional items and tax from cont (83.7) (36.9) (50.5) (240.3)
‘Exceptional ltems gain (Refer note 6) B B 94 128
Loss before tax from continuing operations (3 + 4) (83.7) (36.9) (1.0 (2276)
Tax expense / (credt)
(a) Current tax - - - 01
(b) Deferred tax expense - - - 621
Loss for the period from continuing operations (5 - 6) (83.7) (36.9) 1.0 (289.8)
‘Profit/ (loss) before tax from discontinued operations (Refer note 2) B B 14 21
Profit / (loss) on disposal of discontinued operations (Refer note 2) - - - 1508
Tax expense / (credit) of discontinued operations (Refer note 2) - - 03 14
Net Profit/ (loss) for the period from discontinued operations (8 + 9 - 10 N N 1.4 1534
Net Loss for the period (7+ 1) (83.7) (36.9) (39.9) (136.3)
‘Other comprehensive income
A (i) tems that will not be reclassified to profit and loss - - - ©5)
(i) Income tax relating to items that will not be reclassified to proft or loss - - - -

B (i) Items that will be reclassified to profit and loss 02 02 02 46
(i) Income tax relating to items that will be reclassified to profit or loss - - - -
Total other comprehensive income, net of income tax 02 02 02 41
Total comprehensive income for the period (12 + 13) (83.6) (36.7) (39.7) (1322)
‘Eamings per share for discontinued & continuing operations (of Rs 2/~ each) (not

annualised)

Basic & Diluted (254) (“112) (122) (@14)
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Segmentwise information

Three months ended Year ended
Particulars 30092020  30.062020 30.09.2019  31.03.2020
Unaudited __Unaudited _Unaudited Audited
Segment Revenue
- Hardware Products and Solutions 22 362 359 1543
- Senices * - - 1044 2642
- Distribution 1074 695 5447 1656.0
- Learning - - 13 54
Total 1316 1057 686.2 20798
Less - Intersegment revenue - - 02 05
Revenue from operations 1316 1057 686.0 20793
‘Segment results (profit / (loss) before tax and Interest from each segment)
- Hardware Products and Solutions @15) @7 (19.9) (795)
- Senices * - - 13 01
- Distribution (19.9) (128) @2) (602)
- Learning 02) 02 17 67
Total (615) (16.3) (192) (1329)
Less - - - -
i) Interest expense 153 158 26 %06
i) Other un-allocable expenditure net off un-allocable (income) 69 47 52 (1508)
Total Profit / (Loss) before tax (83.7) (36.9) (39.6) (712.8)
Segment Assets
- Hardware Products and Solutions 3819 735 4928 3646
- Senices * - - 2367 -
- Distribution 2152 2901 7396 3793
- Learning 23 24 25 24
- Unallocated 2198 3031 3586 3007
Total Assets 879.2 969.1 1,830 1,047.0
3295 2967 3740 306.2
- - 760 -
172 409 4847 2093
40 40 49 45
5909 606.3 866.1 5691

1,041.6 1,047.9 1,805.8 1,089.1
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Consolidated Balance Sheet

" Asat Asat
Particulars 30.092020  31.03.2020
(Unaudited) ~(Audited)
ASSETS
Non.Current Assets
Property, plant and equipment 519 536
Right of use assets 05 14
Capital workin-progress 01 -
Other intangible assets 02 04
Financial asssts
i. Other financial asssts 251 374
Advance income tax asset (net) 1041 1163
Other non-current assets 1892 2074
Total noncurrent assets 3711 4164
Current assets
Inventories 148 279
Financial asssts - -
i. Trade receivables 1209 1939
Cash and cash equialents 725 553
Bank balances other than (i) above. %7 231
. Other financial assets 300 507
Other current assets 240 2670
Total current assets 508.1 621.9
Assets held for sale - 27
Total assets 8792 10470
EQUITY AND LIABILITIES
Equity
Equity share capital 658 658
Other equity @282 (1080)
Non-controllng interests ©.0) ©0)
Total equity TM624)  (d2.1)
LIABILITIES

Non-current liabilities
Financial liabilties

i Bomowings 893 28
ii. Lease obligation 05 16
Provisions 55 45

Deferred tax liabilties (net) - -

Total non-current liabi 9.3 288
Current liabilities
Financial liabilties

i, Bomowings 3931 4364

‘Trade payables 225 u73

il Other financial liabilties 877 739

Other current liabilties 1625 1583

Provisions 605 4

Curtent tax liabilties (net) - N
9463 1,060.3
10416 1,089.1

8792 1,047.0
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