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injected) → Merge.

Investor Snapshot

# Analytical Point Sentiment

1

The company has transitioned into a liquidating shell entity following the total cessation of

manufacturing operations in June 2024 and the liquidation of all Property, Plant, and Equipment

(PPE) to zero.

🔴 Negative

2
Revenue collapsed by 85% YoY to ₹703 Cr, reflecting the complete abandonment of the core business

model and the absence of any remaining operating capacity.
🔴 Negative

3
Reported PAT of ₹2,425 Cr is a non-cash accounting artifact driven primarily by ₹1,340 Cr in debt

remission gains rather than operational performance.
🟡 Neutral

4
Cash Flow from Operations (CFO) remains deeply negative at -₹211 Cr, underscoring that the reported

accounting profit does not translate into liquidity or business viability.
🔴 Negative

5
Total debt was aggressively reduced to a residual ₹19 Cr following a One-Time Settlement (OTS) and

the receipt of a "No Due Certificate" from lenders.
🟢 Positive

6
Asset sales generated ₹2,221 Cr in liquidity, which was entirely utilized to satisfy creditor claims at

the expense of the company's future earning potential.
🟡 Neutral

7
Capital expenditure has ceased entirely (Zero Capex), and the "Going Concern" assumption has been

formally abandoned by both management and statutory auditors.
🔴 Negative

8
Earnings quality is critically low, characterized by a massive divergence between accounting profit

and negative cash flows, with a working capital gap of ₹860 Cr.
🔴 Negative

9
Governance risks are acute, highlighted by the assignment of potential GAIL arbitration windfalls to a

promoter entity and the resignation of two CFOs within four months.
🔴 Negative

10
Contingent liabilities of ₹815.96 Cr, including a ₹790 Cr water cess claim, significantly exceed the

company’s remaining total asset base of ₹481 Cr.
🔴 Negative

11
The outlook is terminal as the company lacks a business plan, operating assets, or positive net worth

(-₹926 Cr), leaving no clear path to value creation.
🔴 Negative

12
Investment View: TERMINAL AVOID; monitor the finalization of the stake sale to Agri Vestors and any

potential (though unlikely) fresh equity infusion exceeding ₹1,000 Cr.
🔴 Negative

1. BUSINESS OVERVIEW (In Bullet Points)

Structural Discontinuation of Operations: FY 2025 marks the formal end of NFCL as a manufacturing

entity. On May 31, 2024, the company’s core assets (Urea and Micro-Irrigation facilities) were sold by the

secured creditor (ACRE) to AM Green Ammonia India Private Limited under the SARFAESI Act.

Manufacturing Exit: Urea production plummeted from 13.10 LMT (FY24) to a mere 2.17 LMT (FY25),

representing only two months of operations before the asset handover. As of June 4, 2024, NFCL has zero

manufacturing capacity.

• 

• 



Asset-Less Status: The company has transitioned to an "asset-less legal shell." Management explicitly

states there are no physical Property, Plant, and Equipment (PPE) remaining.

Revenue Contraction: Net sales dropped from ₹4,765 Cr to ₹703 Cr, reflecting the cessation of

manufacturing.

Segment Collapse: All segments—Specialty Fertilizers, Micro-nutrients, and Traded Bulk Products—

recorded zero sales. The distribution network appears paralyzed or dismantled.

Geographical Presence: Operations were historically centered in India; however, the marketing and

distribution network is now effectively non-functional following the asset liquidation.

Expansion Plans & Acquisitions: There are no active expansion plans or capacity additions. The company

is in a state of terminal liquidation of its core business.

2. MANAGEMENT COMMENTARY & OUTLOOK

The primary strategic achievement highlighted is the receipt of a "No Due Certificate" from ACRE (July 11,

2024), releasing the company from ₹3,858 Cr of debt in exchange for ₹1,885 Cr in asset sale proceeds.

Management has executed a critical strategic shift by assigning legal rights to pursue claims against GAIL

(related to a pipeline accident) to its promoter entity, Amlika Mercantile Private Limited (AMPL).

Future plans vaguely mention "Production facility at MI and PVC Plants," which directly contradicts the

audited statement that no physical assets remain, suggesting a lack of reporting rigor or unrealistic capex

hopes.

The company is facing a "KMP Exodus," with the resignation of two CFOs and the Company Secretary within

a 4-month window during the debt settlement process.

Succession planning appears weak, as the board is seeking special resolutions to retain directors who have

crossed the 75-year age threshold.

A significant change in control is underway; the original promoter (AMPL) sold a 45.44% stake to Agri Vestors

Private Limited in March 2025 at ₹4.31 per share.

Management has agreed to settle a "Nagarjuna" brand royalty claim (covering 1998–2021) on a priority basis

from any future GAIL arbitration award proceeds.

The demand environment and competitive intensity are no longer relevant metrics as the company has

ceased all production and commercial marketing activities.

Management Tone: The management tone is clinical, defensive, and focused entirely on legal and debt

finality rather than business growth; the leadership is acting as a "Liquidator" of a zombie entity rather than a

forward-looking management team.

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 2025 Mar 2024

Sales - 703.00 4,765.00

Sales Growth % -85.00 -16.00

Expenses - 814.00 5,556.00

Material Cost % - 52.00 50.00

Raw material cost 329.00 2,392.00

Change in inventory 34.00 11.00

Manufacturing Cost % 45.00 50.00

Employee Cost % 4.00 2.00

Other Cost % 15.00 14.00

Operating Profit -111.00 -791.00

OPM % -16.00 -17.00

Other Income - 2,615.00 22.00

Exceptional items 131.00 6.00

Other income normal 2,484.00 16.00

Interest 61.00 479.00

Depreciation 8.00 50.00

Profit before tax 2,435.00 -1,298.00

Tax % 0.00 -1.00

Net Profit - 2,425.00 -1,284.00

Exceptional items AT 131.00 6.00

Profit excl Excep 2,294.00 -1,290.00

Profit for PE 2,294.00 -1,290.00

Profit for EPS 2,425.00 -1,284.00

Profit Growth % 278.00 -43.00

EPS in Rs 40.55 -21.47

Dividend Payout % 0.00 0.00



Balance Sheet (₹ Crores)

Line Item Mar 2025 Mar 2024

Equity Capital 60.00 60.00

Reserves -986.00 -3,412.00

Borrowings - 19.00 3,261.00

Long term Borrowings 0.00 0.00

Short term Borrowings 19.22 3,261.01

Other Borrowings -0.01 -0.01

Other Liabilities - 1,388.00 1,471.00

Non controlling int 0.00 0.00

Trade Payables 1,291.00 1,359.00

Other liability items 97.00 112.00

Total Liabilities 481.00 1,380.00

Fixed Assets - 0.00 670.00

Land 0.00 1,137.23

Building 0.00 130.06

Plant Machinery 0.00 1,499.49

Equipments 0.00 14.58

Furniture n fittings 0.00 1.05

Railway sidings 0.00 0.47

Vehicles 0.00 0.85

Intangible Assets 0.00 0.00

Other fixed assets 0.00 -0.01

Gross Block 0.00 2,783.72

Accumulated Depreciation 0.00 2,113.80

CWIP 0.00 0.00

Investments 0.00 0.00

Other Assets - 481.00 710.00

Inventories 14.00 65.00

Trade receivables - 238.00 439.00

Receivables over 6m 274.00 101.00

Receivables under 6m 0.00 415.00

Prov for Doubtful -36.00 -77.00

Cash Equivalents 78.00 30.00

Loans n Advances -3.00 3.00

Other asset items 155.00 172.00

Total Assets 481.00 1,380.00



Cash Flow Statement (₹ Crores)

Line Item Mar 2025 Mar 2024

Cash from Operating Activity - -211.00 45.00

Profit from operations -396.00 -137.00

Receivables 201.00 -50.00

Inventory 52.00 7.00

Payables -56.00 314.00

Loans Advances 0.00 0.00

Other WC items -13.00 -91.00

Working capital changes 185.00 179.00

Direct taxes 0.00 2.00

Cash from Investing Activity - 2,241.00 8.00

Fixed assets purchased 0.00 -1.00

Fixed assets sold 2,221.00 6.00

Investments sold 1.00 0.00

Other investing items 19.00 2.00

Cash from Financing Activity - -561.00 -147.00

Proceeds from borrowings 1,340.00 0.00

Repayment of borrowings -1,852.00 -9.00

Interest paid fin -49.00 -139.00

Dividends paid 0.00 0.00

Other financing items 0.00 0.00

Net Cash Flow 1,468.00 -95.00

Free Cash Flow 2,010.00 50.00

CFO/OP 191.00 -5.00

Key Ratios (₹ Crores)

Line Item Mar 2025 Mar 2024

Debtor Days 123.00 34.00

Inventory Days 14.00 10.00

Days Payable 1,298.00 206.00

Cash Conversion Cycle -1,161.00 -163.00

Working Capital Days -481.00 -306.00

ROCE % 0.00 -242.00



3.2 Financial Analysis Summary

Revenue collapsed by 85.24% to ₹703.00 Cr as production ceased on June 4, 2024, following the sale of

plants under SARFAESI proceedings, resulting in an Operating Profit loss of ₹111.00 Cr and a negative 

EBITDA Margin of 15.79%.

Net Profit of ₹2,425.00 Cr is an accounting mirage, driven entirely by ₹2,615.00 Cr in Other Income, which

includes a non-cash ₹1,340.06 Cr Remission in Borrowings and ₹131.23 Cr profit from the sale of Fixed

Assets, masking the underlying operational failure.

Fixed Assets (Gross Block) were completely liquidated, falling from ₹670.00 Cr to zero, as the company

transitioned to a "not a going concern" basis, reflected in the Cash from Investing Activity inflow of 

₹2,241.00 Cr from asset disposals.

Total Debt (Borrowings) was reduced from ₹3,261.00 Cr to ₹19.00 Cr following a One-Time Settlement

(OTS) with ACRE, where ₹3,858 Cr of debt was settled via asset sales, yet Interest costs of ₹61.00 Cr still

contributed to a negative Interest Coverage of 1.95.

Trade Receivables decreased to ₹238.00 Cr, but Debtor Days ballooned to 123 days; these are primarily

government subsidies being diverted to an escrow account where GAIL has first preference, impacting CFO

which remained negative at ₹211.00 Cr.

Working Capital is in a state of collapse with Trade Payables of ₹1,291.00 Cr far exceeding Total Assets of

₹481.00 Cr, leading to a Working Capital gap of ₹860.95 Cr and a highly distorted Cash Conversion Cycle

of -1,161 days.

Inventory was largely liquidated or written down to ₹14.00 Cr, contributing ₹52.00 Cr to Working Capital

changes in the Cash Flow Statement, but providing no future operational utility as production facilities no

longer exist.

Net Worth remains deeply negative at -₹926.00 Cr (Equity of ₹60 Cr plus Reserves of -₹986 Cr), resulting in

a meaningless ROE and highlighting that the company is technically insolvent despite the massive one-time 

PAT.

Other Expenses of ₹147.29 Cr include a ₹66.77 Cr write-off of Bad Debts/Advances and ₹21.90 Cr for

investments, signaling a final "clean-up" of the Balance Sheet as the company ceases to be an operating

entity.

Other Assets of ₹481.00 Cr are primarily composed of disputed government subsidies and cash equivalents,

which are insufficient to cover the ₹1,388.00 Cr in Other Liabilities and Trade Payables.

Cash from Financing Activity shows a net outflow of ₹561.00 Cr, primarily driven by the Repayment of

borrowings of ₹1,852.00 Cr using proceeds from the sale of the core manufacturing plant, leaving the

company as a shell holding only disputed claims.

The abandonment of the Going Concern assumption and the auditor's Emphasis of Matter regarding the

lack of operating assets confirm that the reported EPS of ₹40.55 is non-recurring and provides no basis for

future valuation.

The dominant financial theme of the year is the total liquidation of the company's industrial core to satisfy

secured creditors, resulting in a shell entity with negative net worth, negative operating cash flows, and

massive residual liabilities.

3.3 Contingent Liabilities & Commitments

Arbitration Matters: ₹21.62 Cr (vs ₹13.25 Cr in FY24). Includes an international award of USD 14.39M and

GBP 0.69M being contested in the Supreme Court.

Other Claims (Water Cess & NALA): ₹790.72 Cr (vs ₹621.81 Cr in FY24). This is a critical risk that exceeds

the remaining asset base.

• 

• 

• 
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Customs & Indirect Tax Disputes: ₹3.60 Cr.

GAIL Claims: GAIL has filed for recovery of outstanding dues and interest; the company is disputing interest

claims post-asset sale.

Total Contingent Liabilities: ₹815.96 Cr. These represent a terminal threat to any residual stakeholder value

as they far exceed the total remaining assets of ₹481.00 Cr.

• 

• 

• 



3.9 Earnings Quality & Forensic Checks



# Check Impact Status Evidence Notes Detail

1
PAT vs CFO

trend

Profit ↑ — earnings overstate

cash; ₹1,340 Cr debt remission

gain inflates PAT without cash

inflow.

🚩
PAT ₹2,425 Cr vs

CFO -₹211 Cr.

[Forensic Red Flag]: Earnings

driven by non-cash accounting

entries (debt remission/

impairment reversal).

2

Receivables &

channel-stuffing

signal

Revenue ↓ — liquidation mode;

receivables drop 45% while

revenue collapses 85% as

operations cease.

🚩

Receivables ₹238 Cr

vs Sales ₹703 Cr;

Debtor Days rose to

123.

[Note 7.2]: Receivables are

primarily government subsidies

diverted to an Escrow account

for GAIL.

3 Revenue timing

Revenue ↓ — estimation risk;

prior year subsidy de-escalation

of ₹168.79 Cr indicates

historical overstatement.

⚠

Subsidy Income

₹582.68 Cr (82.8% of

Revenue).

[Note 30]: Revenue recognized

based on management

judgment and sensitive to

government price notifications.

4
Revenue from

related parties %

Neutral — concentration risk;

revenue is 82.8% dependent on

GoI subsidies rather than

commercial RPT.

✅

GoI subsidy accounts

for ₹582.68 Cr of ₹703

Cr revenue.

[Note 34]: Extreme customer

concentration with Government

of India for subsidy claims.

5
Inventory vs

revenue growth

Profit ↓ — impairment risk;

inventory write-down of ₹12.58

Cr as production facilities were

sold.

🚩

Inventory ₹14 Cr (Mar

25) vs ₹65 Cr (Mar

24).

[Note 6]: Inventory largely

liquidated or written down

following plant shutdown in

June 2024.

6

Inventory

valuation

method change

Profit ↓ — liquidation impact;

shift to NRV/liquidation value

approach as going concern was

abandoned.

🚩

Inventory Days 14;

Net Inventory ₹0.96

Cr.

[Note 2.7]: Valuation moved to

liquidation basis following

cessation of all manufacturing

operations.

7

Exceptional

items in

operating profit

Profit ↑ — non-recurring gain;

₹131 Cr profit from sale of PPE

boosts reported bottom line.

⚠
Exceptional items

₹131 Cr in P&L.

[Other Income Note]: Gain

realized from SARFAESI asset

sales of core plant and

machinery.

8

Depreciation

rate vs useful life

policy

Profit ↑ — asset disposal;

depreciation fell 84% because

the entire gross block was sold.

🚩

Depreciation ₹8 Cr

(FY25) vs ₹50 Cr

(FY24).

[Note 2.4/29]: PPE went to zero

as ₹2,783.84 Cr gross block

was disposed of during the

year.

9

Provision

reversals

boosting PAT

Profit ↑ — non-cash gain;

₹1,065.60 Cr impairment

reversal artificially inflates the

FY25 net profit.

🚩

Other Income ₹2,615

Cr (includes

reversals).

[Analytical Insight]: PAT is a

mirage driven by debt remission

and reversal of impairment

provisions.

10
Tax rate

consistency

Neutral — zero tax; no tax paid

or provided due to massive

accumulated losses.

✅
Tax % is 0.00% on

PBT of ₹2,435 Cr.

[Note 28(c)]: No tax recognized

as company does not anticipate

future taxable profits.

11
CWIP age and

stalling projects

Neutral — project termination;

CWIP is zero as all project

assets were liquidated.

✅
CWIP ₹0.00 Cr in Mar

2025.

[Balance Sheet]: All fixed assets

including potential CWIP

cleared via debt settlement.

12
Deferred tax

asset recognition

Profit ↓ — prudence adjustment;

cessation of DTA recognition

confirms no expectation of

future profitability.

⚠
DTA recognition

ceased in FY 2025.

[Note 2.14]: DTA not recognized

due to lack of "reasonable

certainty" of future taxable

income.

13
RPT quantum

and trend

Profit ↓ — value leakage;

assignment of arbitration rights
🚩

₹9.41 Cr payable to

KMP relative.

[Note 32.4]: Rights to pursue

GAIL arbitration claims



# Check Impact Status Evidence Notes Detail

to promoter (AMPL) shifts

potential recoveries.

assigned to promoter entity

AMPL.

14
Dividend paid vs

FCF adequacy

Neutral — insolvency

constraint; no dividends paid as

company is in a state of

collapse.

✅

Dividend Payout 0%;

FCF ₹2,010 Cr (from

asset sales).

[Note 29]: Financials prepared

on "not a going concern" basis;

cash used for debt repayment.

15

Auditor

Emphasis of

Matter

Neutral — transparency; auditor

explicitly states Going Concern

assumption has been

abandoned.

🚩
Emphasis of Matter in

Audit Report.

[Note 29]: Confirms company

has no operating assets or

means to continue business.

16
Asset Stripping /

Tunneling

Profit ↓ — value leakage;

assignment of GAIL arbitration

rights to promoter entity.

🚩
Assignment of GAIL

claims to AMPL.

[Note 32.4]: Potential windfall

from legal claims moved out of

reach of minority shareholders.

4. MANAGEMENT & GOVERNANCE

A. Auditor Report & Key Audit Matters * KAM 1 - Revenue and Subsidy Recognition: Auditor flagged that

subsidy revenue (₹582.68 Cr) is subject to significant management judgment and government notifications. A de-

escalation of ₹168.79 Cr for FY 2022-23 was recognized in the current year, highlighting the lag and estimation

risk. * KAM 2 - ECL on Trade Receivables: Provisioning for credit loss is complex; ₹35.58 Cr of receivables are

older than 3 years. The auditor focused on the adequacy of the ₹36.05 Cr provision given the company's

liquidation status. * Emphasis of Matter - Going Concern: The auditor explicitly stated the Going Concern

assumption has been abandoned. Following the SARFAESI sale of all core assets, the company has no

operating assets left. * Emphasis of Matter - Contingent Liabilities: Attention drawn to ₹815.96 Cr in disputed

claims not acknowledged as debt, which far exceed the remaining asset base. * Emphasis of Matter - RPT

Assignment: The company assigned its rights to pursue GAIL arbitration claims to the promoter (AMPL), a

significant governance event. * Auditor Fees: Statutory Audit fees are ₹4.00 Cr.

B. Related Party Transactions | Party | Relationship | Nature | Amount (₹ Cr) | Concern | | :--- | :--- | :--- | :--- | :--- |

| AMPL | Promoter | Assignment of GAIL Claims | Not Quantified | Potential tunneling of future legal

recoveries to promoters | | K. Veda Raju | Relative of KMP | Expenses Payable | 9.41 Cr | Static liability to

relative despite total business cessation | | AMPL | Promoter | Legal Expense Reimbursement | Not

Quantified | Company bearing costs for promoter-led NCLAT appeals | | K. Rahul Raju | KMP (MD) |

Remuneration | 1.37 Cr | Paid despite -111 Cr Operating Profit | | Related Party | Related Party | Brand Royalty

Claim | Not Quantified | Agreement to pay royalties from future GAIL arbitration wins | | K. Lakshmi Raju|

Relative of KMP | Expenses Payable | 0.32 Cr | Static outstanding payable |

C. Shareholding | Line Item | Mar 2025 | Mar 2024 | | :--- | :--- | :--- | | Promoter | 4.07% | 49.51% | | FII | 0.01% |

0.01% | | DII | 2.50% | 2.50% | | Public | 93.42% | 47.98% | * Major Event: On March 28, 2025, Agri Vestors

Private Limited acquired a 45.44% stake from the promoter (AMPL) via block deals at ₹4.31 per share.

D. Board Composition + KMP Compensation * Total Directors: 6 | Independent %: 50.00% | Women

Directors: 1. * KMP Compensation: * K. Rahul Raju (MD): ₹1.37 Cr (0% YoY growth). * A. Sudhakara Rao

(CFO - Resigned): ₹0.41 Cr. * M. Vijaya Bhasker (CS - Resigned): ₹0.22 Cr. * Analysis: MD remuneration

remained flat despite the total liquidation of operating assets and an Operating Profit of -₹111 Cr. High turnover

in the finance function (two CFOs resigned) during a debt settlement year is a major red flag.

F. Capital Allocation & Capex | Action | FY Current (₹ Cr) | FY Prior (₹ Cr) | % of CFO | Signal | | :--- | :--- | :--- | :---

| :--- | | Asset Sales | 2,221.00 Cr | 6.00 Cr | N/M | Positive for Liquidity | | Debt Repayment | 1,852.00 Cr |

9.00 Cr | N/M | 🚩 | | Interest Payments | 49.00 Cr | 139.00 Cr | N/M | 🚩 | | Impairment Reversal | 1,065.61 Cr |



0.00 Cr | N/M | Accounting Gain | | Net Debt Change | -3,242.00 Cr | 281.00 Cr | N/M | ⚠ | * CAPEX Analytical

Notes: * No Capex was undertaken (₹0.00 Cr). * All cash inflows from asset sales (₹2,221.00 Cr) were directed

toward debt repayment (₹1,852.00 Cr). * The company has undergone a total liquidation of its core

manufacturing base to satisfy secured creditors.

H. Risks * Going Concern (High): Assumption abandoned; no operating assets remain. Terminal impact; no

future revenue visibility. * Litigation (High): ₹815.96 Cr in disputed claims (Water Cess, Arbitration). Exceeds

remaining net worth; potential insolvency. * Asset Stripping (High): Assignment of GAIL claims to

promoters. Leakage of potential future cash recoveries. * Subsidy Lag (Medium): ₹168.79 Cr de-escalation

for FY23 recognized in FY25. Historical earnings overstatement risk. * Statutory Default (Medium): Default

on AP Sales Tax Deferral loan (₹13.43 Cr). Legal action from state government.

5. SCORECARD & VERDICT

Part A: Scorecard

Dimension
Rating

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

Business Quality 1 ↓ Revenue -85%; PPE = 0
Core manufacturing assets liquidated; no

operating business remains.

Financial Health 1 ↓
D/E N/A (Neg NW); CFO

-₹211 Cr

Technically insolvent with negative net worth and

no operating cash flow.

Earnings Quality 1 ↓
PAT ₹2.4k Cr vs CFO -

₹211 Cr

Profit is a non-cash accounting mirage from debt

remission and reversals.

Management &

Governance
1 ↓

GAIL claim assignment

to Promoter

Aggressive RPTs and high KMP turnover signal

significant value leakage risk.

Capital Allocation &

Earnings Visibility
1 ↓

ROCE 0%; Zero Capex;

No Assets

Total liquidation of business; zero visibility for

future earnings.

BUSINESS POSITIVES (for this company this year) * ✅ Debt Reduction: Successfully settled ₹3,858 Cr of

debt with ACRE, resulting in a "No Due Certificate." * ✅ Liquidity Inflow: Generated ₹2,221 Cr from the sale of

core and non-core assets to satisfy creditors. * ✅ Accounting Profit: Reported a one-time PAT of ₹2,425 Cr due

to massive debt remission gains.

BUSINESS NEGATIVES / CONCERNS (for this company this year) * 🔴 Cessation of Operations: Total

liquidation of Property, Plant, and Equipment (PPE) to ₹0; no manufacturing capacity remains. * 🔴 Negative

Operating Cash Flow: CFO remains negative at -₹211 Cr despite the massive accounting profit. * 🔴

Governance Red Flag: Assignment of GAIL arbitration rights (potential windfall) to the promoter entity (AMPL). *

🔴 Contingent Liabilities: Disputed claims of ₹815.96 Cr far exceed the remaining total assets of ₹481 Cr. * 🔴

Going Concern Abandoned: Auditors have explicitly stated the company is no longer a going concern. * 🔴 KMP

Exodus: Resignation of two CFOs and the Company Secretary within a single four-month window. * 🔴 Technical

Insolvency: Net worth remains deeply negative at -₹926 Cr with a working capital gap of ₹860 Cr.

OVERALL SCORECARD SUMMARY Nagarjuna Fertilizers has transitioned from a distressed manufacturer to a

liquidating shell entity. While the "No Due Certificate" from lenders provides a superficial clean-up of the balance

sheet, it was achieved at the cost of the entire operating business. The reported profit is a non-cash accounting

artifact, and the company remains technically insolvent with contingent liabilities that dwarf its remaining assets.

Governance is at a nadir, characterized by the assignment of potential legal recoveries to promoters and high

KMP turnover, placing the company on a terminal trajectory.



Part B: Governance Check Matrix

# Check Status Evidence

1
Audit opinion

clean?
⚠

Unqualified but with "Going

Concern Abandoned" Emphasis of

Matter.

2
Promoter pledge =

0?
✅

Security release certificate issued

July 11, 2024.

3
KMP pay < 5% of

PAT?
✅

KMP pay is ₹1.37 Cr on ₹2,425 Cr

PAT (distorted by one-time gain).

4
RPT quantum <

5% of revenue?
✅

Disclosed RPTs are low relative to

revenue, but GAIL assignment is

unquantified.

5
Board > 50%

independent?
✅

3 out of 6 directors are

independent.

6
At least 1 woman

director?
✅

Lalitha Raghuram (term completed

April 2025).

7
No statutory dues

outstanding?
❌

Default on AP Sales Tax Deferral

loan (₹13.43 Cr).

8 No fraud reported? ✅
No fraud reported in the annual

report.

9 Audit trail enabled? ✅ Confirmed in auditor's report.

10
Frequent Auditor

change
✅ No change reported this year.

Final line: "Total: 8/10 ✅ — Governance Rating: 1" (Rating

is 1 due to the severity of the GAIL claim assignment and

Going Concern abandonment).

Part C: Investor Verdict

THESIS: NFCL is a liquidating shell entity with no operating assets, where residual value is likely to be siphoned

by promoters via RPTs and brand royalties.

OVERALL STANCE: AVOID

RATIONALE: The company has no business operations, negative net worth, and contingent liabilities exceeding

total assets. RE-EVALUATE WHEN: A credible new business plan is funded by fresh equity infusion exceeding

₹1,000 Cr. BULL CASE: Successful recovery of GAIL claims exceeding ₹1,000 Cr that somehow bypasses the

promoter assignment. BEAR CASE: Immediate insolvency triggered by the ₹790 Cr Water Cess claim. KEY

MONITORABLE: Finalization of the stake sale to Agri Vestors → Watch for any new business direction.



7. YEAR-OVER-YEAR ANALYSIS

7.1 Changes

Metric /

Theme
Summary A Status Summary B Status Forensic Takeaway

Operating

Model

Distressed manufacturer

with ₹1,353 Cr in impaired

fixed assets.

Asset-less legal shell with

zero Property, Plant, and

Equipment (PPE).

The company has completed a total industrial

liquidation, transitioning from a failing producer

to a zombie entity with no manufacturing

capacity.

Capital

Allocation

Minimal maintenance

capex (₹1 Cr) leading to

massive impairments.

Total divestment of core

assets to satisfy secured

creditors (ACRE).

Management has abandoned the business

entirely, using the entire asset base to facilitate

a one-time debt exit.

Debt &

Solvency

₹2,842 Cr in defaulted debt

assigned to an ARC

(ACRE).

₹19 Cr in residual debt

following a ₹3,858 Cr

settlement/remission.

The balance sheet "cleanup" is a pyrrhic victory

achieved by stripping the company of every

productive asset it owned.

Margin

Trajectory

-11% OPM on ₹5,642 Cr

revenue (Natural gas

spike).

-16% OPM on ₹703 Cr

revenue (Operations

ceased).

Operating margins have become irrelevant as

the revenue base has collapsed by 85%

following the cessation of manufacturing.

Earnings

Quality

Losses masked by non-

cash DTL reversals.

Profits (₹2,425 Cr)

fabricated by non-cash debt

remission gains.

Reported profitability is a forensic mirage that

hides a continuous and terminal operational

cash burn.

Management

Tone

Defensive regarding

operational paralysis and

IBC stays.

Clinical and liquidator-like,

focused on legal claim

assignments.

Leadership has shifted from managing a

turnaround to presiding over a terminal

liquidation and potential value tunneling.

Working

Capital

Systemic stress with aged

payables and receivables.

Distorted -1,161 day cycle

with payables 3x total

assets.

The working capital structure is fundamentally

broken, reflecting a shell entity that cannot meet

its residual obligations.

7.2 Persistent Patterns

Negative Net Worth: The company remains technically insolvent across both periods, with accumulated

losses far exceeding equity capital.

Severe Governance Red Flags: Recurring issues include unauthorized KMP payments in the prior year and

the aggressive assignment of potential legal windfalls (GAIL claims) to promoters in the current year.

Contingent Liability Overhang: Disputed claims (Water Cess, Arbitration) consistently exceed the

company's remaining asset base, posing a terminal threat to any residual value.

Negative Operating Cash Flow: Despite massive accounting entries (impairments in A, debt remission in B),

the company has failed to generate positive cash from actual operations in both years.

KMP Instability: High turnover and governance breaches suggest a lack of oversight and a breakdown in

internal controls during the restructuring process.

Sovereign Dependency: Revenue remains almost entirely tied to Government of India subsidy cycles, which

are now being diverted to escrow accounts for creditors.

Terminal Avoidance Signal: Both periods confirm a destruction of minority shareholder value where

assets are prioritized for secured creditors and promoters over equity holders.
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