Coal India Ltd — FY 2024 Annual Report Analysis

Annual Report Analysis (Consolidated)

Investor Snapshot

# Analytical point Sentiment
Maintains a dominant market monopoly with record production of 773.65 MT (+10% YoY) and offtake Positive
of 753.52 MT, primarily serving the power sector.

Revenue grew 4.71% to [144,762 Cr, supported by volume growth despite the constraints of Positive

sitiv

subsidized pricing and cyclical demand.

Operating margins expanded to 33% as employee cost provisions were contained at 33.7% of sales, Positive

driving an 18% increase in PAT to [87,369 Cr.

Earnings quality is under significant pressure as the CFO/PAT ratio plummeted to 0.48, indicating that Negative
iv

less than half of reported profits converted to cash. g

The balance sheet remains robust with a negligible Debt/Equity ratio of 0.08x, providing a substantial Positive

cushion despite a 50% increase in borrowings.

Cash Flow from Operations (CFO) fell 49% to 18,103 Cr, driven by a massive 18,622 Cr working Negative

capital swing caused by an inverted tax structure. g

Capital expenditure of 16,821 Cr focused on First Mile Connectivity and Solar was barely covered by Negative
iv

CFO, leading to a diluted ROCE of 64% from 78%. 9

C&AG audit flags indicate 689 Cr in overstated profits related to R&D, interest income, and NTPC Negative

claims, raising concerns over accounting precision. 4

Governance is marred by a SEBI penalty for failing to appoint a Woman Independent Director, Negative

alongside a 33% increase in operational fatalities.

10 Aggressive dividend payouts of 15,098 Cr exceeded Free Cash Flow, necessitating a 9,687 Cr drain Negative
iV
on cash reserves to sustain shareholder returns. :

Future outlook is clouded by escalating project costs in non-core JVs, specifically the TFL project

. L. L . Negative
now reaching 17,080 Cr, risking capital impairment.

Investment View: Watch; stance is contingent on CFO/PAT returning to >0.80 and cash reserves remaining

Neutral
above the [20,000 Cr threshold. Y

1. Business overview (In Bullet Points)

« Strategic Pivot: Coal India Ltd (CIL) is transitioning from a pure-play coal miner to a "Global Energy and
Mineral Conglomerate," aggressively pursuing critical minerals like Lithium and Cobalt to hedge against the
long-term thermal coal decline.

* Revenue Drivers: Growth is primarily volume-driven (Offtake: 753.52 MT, +8.5% YoY) rather than price-
driven, with 82% of offtake supplied to the subsidized power sector.

» Asset Monetization: Implementation of a "Revenue Sharing Model" for 24 closed/discontinued underground
mines, offloading high-cost burdens to the private sector while retaining a top-line cut.

 Cost Structure: Natural attrition led to a 4.3% reduction in manpower (228,861 employees), acting as a
primary margin protector against wage hikes.



* Productivity Gains: Output per Manshift (OMS) in Opencast mines rose to 25.57 tonnes (vs 22.04 tonnes
YoY) due to better deployment of high-capacity Heavy Earth Moving Machinery (HEMM).

« Expansion Plans: Moving down the value chain with pit-head thermal power plants (e.g., 2x800 MW MBPL
project) and industrial-scale gasification via Bharat Coal Gasification and Chemicals Ltd (BCGCL).

» Geographical Presence & Logistics: Operations are hampered by evacuation bottlenecks, specifically rake
availability at MCL and SECL, and land acquisition issues at ECL (Rajmahal).

* Renewables: Targeting 3,000 MW of solar capacity by 2030, with 82.68 MW already installed in Rajasthan
and Gujarat.

2. Management commentary & outlook

e The Cabinet Committee on Economic Affairs (CCEA) has approved CIL to invest equity beyond the DPE
ceiling in JVs (TFL, MBPL, BCGCL), removing regulatory hurdles for massive diversification.

* Management is pivoting the "1 Billion Tonne" production goal from a hard target to a "readiness" posture,
acknowledging that supply remains contingent on actual demand.

* Active participation in domestic e-auctions for Lithium blocks marks a high-risk entry into the critical minerals
landscape.

» The company is focusing on First Mile Connectivity (FMC) projects to improve evacuation efficiency and
reduce reliance on road transport.

» Management highlights the incorporation of Bharat Coal Gasification and Chemicals Ltd (BCGCL) as a long-
term bet on "clean coal" technology.

* There is a visible struggle with legacy PSU issues, including land acquisition delays and the high cost-to-
revenue ratios of underground mines.

» Competitive intensity is being managed by awarding unviable mines to the private sector under revenue-
sharing agreements.

* Management Tone: The tone is "Strategically Aggressive but Accountably Defensive." While projecting a
vision of a future-proof energy giant to satisfy ESG-conscious investors, the ground reality shows a struggle
with operational rigour, evidenced by a 33% increase in fatalities (28 vs 21) and C&AG-flagged accounting
deficiencies regarding R&D and stripping costs.



3. Financial analysis

3.1 Financial statements

P&L statement ((JCr)

Line item Mar 2024 Mar 2023
Sales 144,762 138,252
Sales Growth % 4.71 26.01
Expenses 96,791 94,020
Material Cost % -1.05 -0.14
Raw material cost 0 470
Change in inventory -1,522 -669
Manufacturing Cost % 30.37 30.02
Employee Cost % 33.70 35.74
Other Cost % 3.84 2.39
Operating Profit 47,971 44,232
OPM % 33 32
Other Income 8,396 6,560
Exceptional items 19 28
Other income normal 8,377 6,532
Interest 819 684
Depreciation 6,735 6,833
Profit before tax 48,813 43,275
Tax % 23 27
Net Profit 37,369 31,723
Profit from Associates 0 0
Minority share 33 40
Exceptional items AT 14 21
Profit excl Excep 37,355 31,702
Profit for PE 37,388 31,743
Profit for EPS 37,402 31,763
Profit Growth % 18 83
EPS (O 60.69 51.54

Dividend Payout % 42 47



Balance sheet ([ICr)



Line item

Equity Capital
Reserves

Borrowings

Long term Borrowings
Short term Borrowings
Lease Liabilities
Other Borrowings
Other Liabilities

Non controlling int

Trade Payables

Advance from Customers

Other liability items
Total Liabilities
Fixed Assets
Land

Building

Plant Machinery
Equipments
Furniture n fittings
Railway sidings
Vehicles
Intangible Assets
Other fixed assets

Gross Block

Accumulated Depreciation

CWIP

Investments

Other Assets
Inventories

Trade receivables
Receivables over 6m
Receivables under 6m
Prov for Doubtful
Cash Equivalents
Loans n Advances

Other asset items

Mar 2024

6,163
76,567
6,523
5,617
672

234

0
147,217
852
8,386
16,504
121,475
236,470
75,668
27,966
7,314
32,890
540

343
6,381
431

0
33,182
109,049
33,381
18,960
7,110
134,731
10,797
13,256
5,524
11,405
-3,674
30,235
9,017

71,426

Mar 2023

6,163
54,680
4,331
4,106

8

217

0
156,222
771
8,549
20,900
126,002
221,396
64,547
24,366
6,146
26,645
452

314
5,928
339

0
27,874
92,065
27,517
17,622
7,139
132,087
8,764
13,060
5,943
9,839
-2,722
39,922
8,688

61,653



Line item Mar 2024 Mar 2023

Total Assets 236,470 221,396

Cash flow statement (CICr)

Line item Mar 2024 Mar 2023
Cash from Operating Activity 18,103 35,734
Profit from operations 48,452 42,832
Receivables -1,147 -2,027
Inventory -2,067 -1,079
Payables -164 54
Loans Advances 447 -648
Other WC items -15,691 6,461
Working capital changes -18,622 2,652
Direct taxes -11,727 -9,750
Cash from Investing Activity -4,486 -23,465
Fixed assets purchased -16,821 -15,318
Fixed assets sold 71 107
Investments purchased 0 0
Investments sold 1,228 2,745
Interest received 2,947 2,684
Dividends received 0 0
Investment in group cos -347 -667
Other investing items 8,436 -13,016
Cash from Financing Activity -13,899 -13,704
Proceeds from borrowings 1,501 805
Repayment of borrowings -5 0
Interest paid fin -224 -138
Dividends paid -15,098 -14,328
Financial liabilities -73 -43
Other financing items 0 0
Net Cash Flow -282 -1,436
Free Cash Flow 1,353 20,523

CFO/OP 62 103



Key ratios

Line item Mar 2024 Mar 2023
Debtor Days 33 34
Inventory Days 0 0
Days Payable 0 0
Cash Conversion Cycle 33 34
Working Capital Days 25 -11
ROCE % 64 78

3.2 Financial analysis summary

* Revenue grew by 4.71% to [144,762.00 Cr, though the parent entity saw a sharp decline in coal sales from
[659.27 Cr to [114.00 Cr due to the cessation of imported coal sales, while Trade Receivables remained flat
at [13,256.00 Cr despite a [B,674.00 Cr Prov for Doubtful debts.

» Operating Profit margins improved to 33.00% from 32.00% as Employee Cost % fell to 33.70% from
35.74%, aided by the absence of heavy back-dated provisions from the previous year's NCWA-XI
implementation.

* Net Profit increased 18% to [87,369.00 Cr, significantly bolstered by Other Income of [8,396.00 Cr, which
includes [15,087.99 Cr in dividend income at the standalone level from subsidiaries like MCL and NCL.

» CFO experienced a severe 49.3% contraction to [18,103.00 Cr, primarily driven by a massive negative
Working Capital swing of [18,622.00 Cr, linked to an "inverted tax structure" causing [78.75 Cr in
accumulated Input Tax Credit and a 23% increase in Inventories to [10,797.00 Cr.

* Fixed Assets (Gross Block) expanded by [16,984.00 Cr to reach [109,049.00 Cr, supported by Capex of
[16,821.00 Cr in the Cash Flow Statement, although CWIP of [18,960.00 Cr includes [68.02 Cr of
infrastructure stagnant for over 3 years.

« Total Debt (Borrowings) increased by 50.6% to [6,523.00 Cr, raising Finance Cost (Interest) to (819.00 Cr,
while the company maintains contingent risk through [161.94 Cr in guarantees provided for subsidiary foreign
loans.

» Working Capital Days deteriorated from -11 days to 25 days, reflecting a liquidity drain as Advance from
Customers on the Balance Sheet crashed by [%,396.00 Cr, signaling a reduction in customer "float" following
the wind-down of the import facilitation business.

* ROCE diluted from 78.00% to 64.00% and ROE fell to 45.17%, indicating that while the company remains
highly profitable, the expanding Total Assets base (up [15,074.00 Cr) is not yet yielding proportional
incremental returns.

* FCF plummeted to [1,353.00 Cr from [20,523.00 Cr, barely covering the [15,098.00 Cr Dividends paid,
forcing the company to utilize its Cash Equivalents which dropped by [9,687.00 Cr to [80,235.00 Cr.

* Other Liabilities remain a significant burden at [147,217.00 Cr, including a "Shifting and Rehabilitation Fund
liability of [5,883.74 Cr which exceeds earmarked assets by (025 Cr, suggesting a reliance on general
liquidity for statutory obligations.

» Other Assets are dominated by the Shifting & Rehab Fund ([4,958.45 Cr), which is a restricted-cash item;
the fact that the corresponding liability is higher indicates a funding gap for environmental obligations.

» Other Expenses saw Miscellaneous Expenses nearly double to [50.82 Cr, while Contractual Expenses rose
29.31% to [61.15 Cr, signaling a shift toward more expensive outsourced operational capacity.



* Depreciation of [6,735.00 Cr remained stable YoY, but earnings quality is subject to the "Stripping Activity"
policy, which allows for the capitalization of excess overburden removal costs, potentially smoothing PAT by
deferring operational expenses.

» The dominant financial theme of the year is a sharp divergence between record accounting profits and
deteriorating cash flow generation, as working capital absorption and high capex intensity forced the
company to dip into cash reserves to sustain its dividend policy.

3.3 Contingent liabilities & commitments

* Income Tax Disputes: [B64.22 Cr (Pending).

* Land and Misc. Claims: [602.77 Cr, involving long-gestation litigation in the mining sector.

 Capital Commitments: [25.10 Cr in unexecuted contracts.

» Other Commitments: [(471.65 Cr, representing a 100% increase in contractual operational agreements.
e Guarantees: [161.94 Cr provided for subsidiary loans from foreign lenders (ECL and MCL).

* NTPC Refund Claim: Potential [214.52 Cr liability for excess moisture content (flagged by C&AG as
unprovided).



3.9 Earnings quality & forensic checks



# Check

1 PAT vs CFO trend

Receivables & channel-
2 stuffing signal (receivables +
inventory build vs revenue)

Revenue timing (unbilled /
3 contract assets + deferred
revenue / advances)

Revenue from related parties
%

5 Inventory vs revenue growth

Inventory valuation method
change

Exceptional items in
operating profit

Depreciation rate vs useful
life policy

Provision reversals boosting
PAT

Tax rate consistency + cash

10
tax vs P&L tax

1 CWIP age and stalling
projects
Deferred tax asset

12

recognition adequacy

13 RPT quantum and trend

Dividend paid vs FCF
adequacy

14

15 R&D Expense Recognition

Impact

Profit | — earnings overstate cash;
18,103 Cr CFO vs [B7,369 Cr PAT
due to working capital drag.

Revenue 1| — inventory build-up risk;
inventory rose 23% while sales growth
slowed to 4.7%.

Profit { — reduced customer float;
advances from customers crashed by
[4,396 Cr impacting liquidity.

Neutral — pass-through structure;
92% of standalone revenue is service
charges (Apex) from subsidiaries.

Profit | — potential overvaluation; coal
inventory increased 89% against an
82% drop in coal sales.

Neutral — consistent policy; standard
stripping ratio used to capitalize costs
and smooth earnings.

Profit 1 — non-core boost; (19 Cr
exceptional items included in PBT but
excluded from core PE.

Profit 1 — lower amortization;
depreciation decreased by (98 Cr
despite (11,121 Cr increase in fixed
assets.

Profit 1 — non-cash gain; (8,674 Cr
provision for doubtful debts suggests
aggressive historical provisioning.

Profit 1 — tax efficiency; effective tax
rate dropped to 23% from 27%
boosting net profit.

Profit { — impairment risk; (68 Cr of
mining infrastructure projects stagnant
for over 3 years.

Neutral — conservative accounting;
tax assets primarily relate to
provisions and statutory fund timing.

Neutral — high concentration; 87% of
dividend income sourced from just two
subsidiaries (MCL/NCL).

Profit 1 — liquidity strain; [15,098 Cr
dividend paid exceeds [1,353 Cr Free
Cash Flow.

Profit 1 — understatement of
expenses; [57.42 Cr of R&D costs not
charged to P&L per C&AG.

Status

Notes detail

CFO/ORP ratio dropped from 103% to
62% YoY; WC changes consumed
18,622 Cr.

Standalone coal inventory doubled
(CB6.71 Cr) despite 82% drop in
standalone coal sales revenue.

Note 12.1.2: Cessation of imported
coal business led to 87% crash in
standalone customer advances.

Note 16.2.b: Apex charges recover
administrative overheads from
subsidiaries; PAT driven by [15,087 Cr
dividends.

Note 5.1: Unusual buildup of unsold
stock given the sharp decline in coal
sales revenue.

Note 2.19: Stripping Activity Asset
allows deferring current costs to future
years based on standard ratios.

Note 12.1: Minimal impact on
consolidated results; primarily relates
to minor adjustments.

Note 2.24.2.1: Technical assessment
of mine life and restoration timing is a
high-judgment area.

Note 4.3.3: 100% provision held
against receivables aged >3 years
(11.17 Cr standalone).

Note 11.1: Large Net Income Tax Asset
(Cv44 Cr) due to taxes paid under
protest.

Note 3.1.1: Title deeds for 5,424
hectares of land are not available or in
company name.

Note 11.1: Tax assets maintained for
refunds pending and payments made
under protest.

Note 16.2.b: Standalone entity is a
dividend-dependent vehicle for
subsidiary cash flows.

FCF crashed from 20,523 Cr to
1,353 Cr; dividend payout maintained
via cash reserves.

C&AG noted failure to charge off
completed project advances,
overstating profit.



# Check Impact Status Notes detail

Profit 1 — misclassification of income; C&AG flagged that subsidiaries should
16 Interest on Statutory Levies [417.96 Cr interest on parked levies — have created a liability instead of
treated as income. recognizing income.

Profit 1 — short provisioning; [(214.52
17 NTPC Refund Provisioning Cr refund claim not accounted for in —
ECL books.

C&AG identified this as a direct
overstatement of profit.

Neutral — legacy PSU issue; title
18 Asset Title Risk deeds for 5,424 hectares of land —
missing or not in company name.

Risk of future legal disputes or
impairment if ownership is challenged.

4. Management & governance

A. Auditor report & key audit matters

 Audit Opinion Type: Unqualified.
* KAM 1: Impairment of Non-Financial Assets: Auditors focused on DCF models for individual mines
(CGUs). Sensitivity to discount rates and growth assumptions is a key area of estimation uncertainty.

« KAM 2: Mine Closure Estimates: Technical assessment of the timing and amount of future cash outflows for
site restoration is a high-judgment area with significant impact on long-term liabilities.

* Emphasis of Matter: GST Input Tax Credit (inverted tax structure) and Stripping Activity Policy (capitalization
of costs).

* C&AG Significant Matters: Flagged overstatement of profit by [214.52 Cr (NTPC refund), [57.42 Cr (R&D
expenses), and [417.96 Cr (Interest on statutory levies).

B. Related party transactions

Amount (O

Relationship cr Concern
r

Project cost escalated to 17,080.69 Cr;

Talcher Fertilizers Ltd (TFL Joint Venture  Equity Investment 2,169.67 Cr ) i .
(TFL) quity high-risk gasification

Hindustan Urvarak & ) Equity Continued capital diversion to non-
Joint Venture o 347.03 Cr o
Rasayan Ltd (HURL) Contribution core fertilizer segment
. ) . Dividend )
Mahanadi Coalfields (MCL) Subsidiary Received 9,000.00 Cr  Concentration of cash flow dependency
f . Dividend _
Northern Coalfields (NCL) Subsidiary Received 4,195.78 Cr  Concentration of cash flow dependency
Apex Charges
All Subsidiaries Subsidiaries P 9 1,389.11 Cr Recovery of admin overheads
(Income)
. I Current Account o
Subsidiaries Subsidiaries Bal 937.71 Cr Inter-company liquidity support

*RPT Verdict: Monitor ** While intra-group dividends are standard, the escalating capital commitments to non-
core, high-capex JVs (TFL/HURL) represent a "diworsification” risk. TFL's project cost has escalated to
(17,080.69 Cr.



C. Shareholding

* Promoters: 66.13%

* Flis: 7.84%

* Dlis: 21.43%

* Public: 4.59%

* Pledged shares: 0.00%

D. Board composition + KMP compensation

* Total Directors: 14 | Independent %: 50.00% | Women Directors: 1 (Govt Nominee).

» Governance Failure: Non-compliance with SEBI (LODR) for failing to appoint a Woman Independent
Director, resulting in penalties from Stock Exchanges.

« KMP Compensation: Aggregate KMP pay (P.M. Prasad, Mukesh Agrawal, etc.) is negligible (<0.01% of
EBITDA) due to DPE salary caps.

» Analysis: Compensation is decoupled from financial performance (18% profit growth vs flat pay), ensuring no
leakage of commodity profits but also providing no performance-linked incentive.

F. Capital allocation & capex

Action FY current (CICr) FY prior (CCr) % of CFO Signal
Dividends Paid 15,098.00 Cr 14,328.00 Cr 83.40% —
Capex (Fixed Assets) 16,821.00 Cr 15,318.00 Cr 92.92% —
Investment in group cos 347.00 Cr 667.00 Cr 1.92% —
Interest Payments 224.00 Cr 138.00 Cr 1.24% —
Net Debt Change 2,192.00 Cr 805.00 Cr 12.11% —

Capex analytical notes: * CFO Coverage of Capex: CFO ([18,103.00 Cr) barely covers Capex ([16,821.00
Cr). The ratio of 1.07 is a major deterioration from 2.33 in FY23. * Nature of Capex: Heavy focus on First Mile
Connectivity (FMC) projects, Solar (82.68 MW), and Thermal Power (MBPL 2x800 MW). * Capex
Deployment Efficiency: Revenue grew 4.71% on a 9.8% increase in Capex, suggesting slowing efficiency as
the company pivots to long-gestation projects. * Key Takeaways: The 1 Billion Tonne target remains the primary
driver, but the pivot to Thermal Power and Coal Gasification (TFL) introduces significant execution and ROI risk.

H. Risks

* NTPC Refund Claims: [214.52 Cr unprovided liability regarding surface moisture content; direct hit to PAT if
settled.

« Inverted Tax Structure: [11,589 Cr (FY23) trapped in non-refundable ITC; creates a structural liquidity drag.

« Stripping Activity Asset: Policy allows deferring overburden removal costs; used for earnings smoothing.

» Unviable Mines: Underground mines with high cost-to-revenue ratios cause resource wastage.

* Credit Risk (PSUs): Delayed payments from State DISCOMSs; [11.17 Cr standalone receivables are 100%
impaired.

e CWIP Stalling: (68.02 Cr of CWIP aged > 3 years; risks future impairment.



5. Scorecard & verdict

Part a: scorecard

Dimension Key evidence One-line rationale

. . 82% offtake to power; 10% Monopoly status offset by subsidized pricing
Business quality 3 -

volume growth and cyclicality.
. . Strong balance sheet but liquidity tightening
Financial health 4 ! D/E 0.08x; CFO/Capex 1.07
due to WC stress.
. . CFO/PAT 0.48; C&AG flags Significant divergence between cash and
Earnings quality 2 ! ) .
on R&D/NTPC profit; accounting concerns.
Management & 3 . SEBI penalty for Woman Generally compliant but failing on specific
governance Director; 0% pledge SEBI board norms.
Capital allocation & High dividends maintained via cash
3 ! ROCE 64%; FCF 1,353 Cr

earnings visibility reserves; ROI on JVs is uncertain.

Business positives (for this company this year) * Volume Growth: Achieved record coal production of
773.65 MT (+10% YoY) and offtake of 753.52 MT. * Margin Expansion: OPM improved to 33% due to lower
employee cost provisions (33.7% of sales). * Debt Profile: Maintains an extremely low Debt/Equity ratio of 0.08x
despite a 50% increase in borrowings. * Asset Monetization: Successfully awarded 24 discontinued mines to
the private sector under a revenue-sharing model. * Shareholder Returns: Maintained aggressive dividend
payout of (15,098 Cr (42% payout ratio).

Business negatives | concerns (for this company this year) * Cash Flow Contraction: CFO plummeted
49% to (18,103 Cr, with CFO/PAT dropping to a weak 0.48. * Working Capital Stress: Massive [18,622 Cr
negative swing in working capital, driven by an inverted tax structure. * Accounting Red Flags: C&AG flagged
(689 Cr in overstated profits across R&D, interest income, and NTPC claims. * Safety Lapses: Fatalities
increased by 33% to 28, signaling operational strain during the production push. * Liquidity Drain: FCF of
1,353 Cr failed to cover dividends, leading to a [9,687 Cr drop in cash equivalents.

Overall scorecard summary Coal India remains a highly profitable monopoly with a robust balance sheet, but
FY24 reveals a significant deterioration in earnings quality and cash flow generation. While accounting profits
reached record highs, the actual cash conversion was poor (CFO/PAT < 0.5), forced by a massive working
capital build-up and an inverted tax structure. Governance is generally stable but marred by C&AG-flagged profit
overstatements and SEBI non-compliance regarding board diversity. The company is on a stable but "tightening”
trajectory, where its aggressive dividend policy is now being funded by cash reserves rather than free cash flow.



Part b: governance check matrix

# Check Status
1 Audit opinion clean? —
2 Promoter pledge = 0? —
3 KMP pay < 5% of PAT? —
4 RPT quantum < 5% of revenue? —
5 Board > 50% independent? —
6 At least 1 woman director? —
7 No statutory dues outstanding? —
8 No fraud reported? —
9 Audit trail enabled? —
10 Frequent Auditor change =

Final line: "Total: 9/10 — Governance Rating: 4" (Note: Penalty for Woman Independent Director prevents a 5/5).
Part c: investor verdict

Thesis: A cash-rich monopoly transitioning into a diversified energy conglomerate, currently trading accounting
profits for cash flow liquidity. Overall stance: Watch Rationale: The sharp divergence between PAT and CFO,
combined with C&AG-flagged accounting deficiencies, necessitates waiting for a stabilization in working capital.
Re-evaluate when: CFO/PAT returns to >0.80 and the inverted tax structure issue is resolved via regulatory
refund. BULL CASE: Successful entry into Lithium mining and rapid commissioning of pit-head power plants
adding [5,000 Cr+ to annual EBITDA. BEAR CASE: Further escalation in TFL/HURL project costs (currently
(17,080 Cr) leading to a permanent impairment of cash reserves. Key monitorable: Cash Equivalents: [B0,235
Cr — Watch if it falls below (20,000 Cr to sustain dividends.



7. Year-over-year analysis

7.1 Changes

Metric / theme Summary a status Summary b status Forensic takeaway

Earnings quality has deteriorated significantly as

Cash Conversion  1.13 (Stron
( g 0.48 (Severe decoupling) more than half of reported profits failed to

(CFOI/PAT) conversion) .
convert into cash.
Dividend Fully funded by Free Funded by depleting Cash The company has shifted from organic dividend
ivi
Sustainability Cash Flow (C20,523 Reserves (FCF only [1,353 coverage to balance sheet liquidation to
ustainabili
Cr) Cr) maintain its payout reputation.

. . . ) . . . A collapse in customer advances and inventory

Working Capital Positive swing of Massive negative swing of ] .
. buildup has created a structural liquidity
Trajectory [2,652 Cr (18,622 Cr
squeeze.

Management Aggressive pursuit of Pivot to "readiness posture" Management is de-emphasizing volume targets

< "1 Billion Tonne" hard and "Global Energy in favor of high-risk diversification into critical
Tone & Strategy .

target Conglomerate" minerals and thermal power.
. . Standard KAMs on . External oversight has identified aggressive

Forensic/Audit ) ) . C&AG flagged [689 Cr in ) .

) impairment and mine o ) accounting treatments regarding R&D expenses
Scrutiny specific profit overstatements

closure and statutory interest income.

Return on capital is regressing as the asset
78% (Exceptional) 64% (Diluting) base expands through long-gestation projects
that are not yet yielding incremental income.

Return Profile
(ROCE)

7.2 Persistent patterns

* The inverted tax structure remains a permanent liquidity trap, with over (11,000 Cr in GST Input Tax
Credits remaining non-refundable and "trapped."

« Capital diversion to non-core, high-risk fertilizer JVs (TFL and HURL) continues to escalate, with
project costs at TFL nhow exceeding 17,000 Cr.

» The "Stripping Activity Adjustment” policy is consistently applied to capitalize overburden removal
costs, acting as a perpetual tool for earnings smoothing.

» Chronic governance non-compliance regarding the appointment of a Woman Independent Director
persists, leading to repeated exchange penalties.

* Receivables quality is structurally constrained by the weak credit profile of PSU DISCOMs,
necessitating high ECL provisions across both periods.

* KMP compensation remains decoupled from record financial performance due to rigid DPE salary
caps, ensuring no performance-linked "leakage" but also no incentive alignment.

» The company maintains a "fortress" balance sheet with negligible debt (D/E < 0.10x), providing a
buffer against its deteriorating cash flow conversion.
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