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Annual Report Analysis (Consolidated)

Investor Snapshot

# Analytical point Sentiment

1
Dalmia Bharat Sugar (DBSIL) is transitioning into a feedstock-agnostic bio-refinery, leveraging a dual-state

footprint with industry-leading recovery rates in UP and Maharashtra.
—

2
Revenue contracted 10.85% YoY to ₹2,899 Cr, primarily driven by a 99.9% collapse in export volumes

following government-imposed trade restrictions.
—

3
Operating margins expanded to 14% despite top-line pressure, aided by the elimination of export

logistics costs and high operational efficiency at the Ramgarh and Ninaidevi units.
—

4
Reported PAT of ₹272 Cr is of low quality, as 35% of PBT was derived from non-core "Other Income" and

one-time deferred tax reversals from transitioning to a new tax regime.
—

5
Total debt exploded by 215% to ₹1,430 Cr, as the company was forced to take on massive short-term

borrowings to fund a regulatory-induced inventory pile-up.
—

6
Cash Flow from Operations (CFO) turned deeply negative at -₹239 Cr, representing a severe "cash

trap" where profits are entirely locked in working capital.
—

7
Aggressive capex of ₹366 Cr, including the rapid 3-month turnaround of the Baghauli plant, has

resulted in a negative Free Cash Flow (FCF) of -₹606 Cr.
—

8
Inventory levels surged 71% to ₹1,773 Cr (329 days), creating significant liquidity stress and

heightening the risk of Net Realizable Value (NRV) write-downs if domestic prices soften.
—

9
Governance is characterized by clean audit reports and a 50% independent board, though MD compensation

at 5.7% of PAT and a 413:1 pay ratio remain friction points for institutional investors.
—

10
A material contingent liability of ₹202.9 Cr regarding the Salem Mines dispute poses a significant tail

risk, representing approximately 74.5% of annual PAT.
—

11
The strategic demerger of non-core Magnesite and Travel businesses is a positive move toward

corporate simplification and becoming a pure-play bio-refinery.
—

12
Stance is Watch; monitor for inventory reduction below ₹1,000 Cr and a return of the CFO/PAT ratio to >1.0x

as the primary signals for deleveraging.
—

1. Business overview (In Bullet Points)

Business Segments: Operates as an integrated bio-refinery with core segments in Sugar (57.5% of

revenue), Distillery (37.7%), and Power (3.9%).

Revenue Drivers: Primarily driven by domestic sugar sales and ethanol production. FY24 saw a significant

shift as government export restrictions slashed overseas sales from ₹636.18 Cr to ₹0.52 Cr, forcing a pivot

toward domestic markets.

Cost Drivers: Raw material (sugarcane) consumption accounts for 90.9% of revenue. Other major drivers

include manufacturing overheads, employee benefits, and finance costs which rose 33% due to inventory-led

borrowing.

Industry Position: Maintains a unique "dual-state" footprint in Uttar Pradesh and Maharashtra, acting as a

natural hedge against regional weather anomalies and pest outbreaks like Red Rot.
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Expansion Plans: Aggressively expanding grain-based distillery capacity (Jawaharpur unit expanded from

110 to 250 KLPD) to de-risk from sugarcane cyclicality and policy-led diversion caps.

Acquisitions: Successfully acquired Baghauli Sugar (3,500 TCD) via the NCLT route, achieving commercial

production within three months of acquisition.

Capacity Additions: Total distillery capacity reaching 850 KLPD; currently integrating a 100 KLPD distillery

unit at the Baghauli site (presently in CWIP).

Segment Performance: Sugar revenue declined 20.2% due to export bans; Distillery revenue grew 7.9% to

₹1,093 Cr; Power segment remained stable but slightly lower at ₹112 Cr.

Geographical Presence: Strong operational clusters in Ramgarh-Jawaharpur (UP) and Kolhapur/Ninaidevi

(Maharashtra), with the latter ranking #1 and #2 in their region for recovery rates.

2. Management commentary & outlook

Strategic Pivot: Management is executing a "feedstock-agnostic" model, transitioning from a seasonal sugar

processor to a year-round bio-energy refinery by doubling down on grain-based ethanol.

Operational Responsiveness: Rather than waiting for policy changes on juice-to-ethanol diversion, the

company proactively shifted focus to grain-based capacity and inorganic growth via NCLT.

Inorganic Growth Strategy: The Baghauli turnaround is viewed as a blueprint for future growth, leveraging

internal "cane development" expertise to revive distressed assets and manufacture a local supply chain.

Digital Transformation: Engagement with a multinational consulting firm to implement digital process

interventions aimed at decoupling cost growth from capacity growth to protect margins.

Portfolio Simplification: The board has approved the demerger of non-core Magnesite and Travel units to

transform DBSIL into a "pure-play" sugar and bio-energy vehicle.

Succession Planning: Transitioning leadership from veteran B.B. Mehta to long-term insider Pankaj Rastogi

(CEO Sugar) to ensure continuity of the "Dalmia Way" of operational excellence.

Regulatory Navigation: Management acknowledges the "brief interruption" of ethanol policy but remains

committed to the long-term 20% blending target, using grain as a hedge against sugarcane volatility.

Long-term Vision: To build a resilient, predictable business model in an unpredictable sector by focusing on

internal efficiency levers and feedstock flexibility.

Management Tone: Confident and Execution-Focused. The narrative avoids the "victim mentality"

common in the sugar industry regarding regulation, focusing instead on internal levers (digitalization,

feedstock flexibility, and inorganic growth). Every strategic move mentioned (demerger, grain pivot, NCLT

acquisition) is designed to increase predictability in an inherently unpredictable sector.
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3. Financial analysis

3.1 Financial statements

P&L statement (₹ Cr)

Line item Mar 2024 Mar 2023

Sales 2,899 3,252

Sales Growth % -10.85 7.75

Expenses 2,487 2,815

Material Cost % 68 71

Raw material cost 2,635 2,094

Change in inventory -669 229

Manufacturing Cost % 7 5

Employee Cost % 7 6

Other Cost % 4 4

Operating Profit 412 437

OPM % 14 13

Other Income 128 77

Exceptional items 43 7

Other income normal 85 70

Interest 50 38

Depreciation 127 121

Profit before tax 363 355

Tax % 25 30

Net Profit 272 250

Exceptional items AT 32 4

Profit excl Excep 240 246

Profit for PE 240 246

Profit for EPS 272 250

Profit Growth % -2 -16

EPS (₹) 33.68 30.91

Dividend Payout % 15 13



Balance sheet (₹ Cr)

Line item Mar 2024 Mar 2023

Equity Capital 16 16

Reserves 2,916 2,689

Borrowings 1,430 454

Long term Borrowings 338 326

Short term Borrowings 1,092 128

Other Borrowings 0 0

Other Liabilities 800 644

Trade Payables 383 208

Advance from Customers 3 17

Other liability items 414 419

Total Liabilities 5,162 3,803

Fixed Assets 1,847 1,652

Land 607.30 562.42

Building 272.18 243.99

Plant Machinery 2,337.79 1,968.22

Equipments 9.03 7.03

Computers 0 0

Furniture n fittings 11.61 9.81

Vehicles 6.79 6.32

Intangible Assets 18.68 0

Other fixed assets 5.83 5.86

Gross Block 3,269.21 2,803.65

Accumulated Depreciation 1,422.54 1,151.65

CWIP 133 21

Investments 629 736

Other Assets 2,554 1,393

Inventories 1,773 1,037

Trade receivables 120 149

Cash Equivalents 530 69

Loans n Advances 1 1

Other asset items 130 138

Total Assets 5,162 3,803



Cash flow statement (₹ Cr)

Line item Mar 2024 Mar 2023

Cash from Operating Activity -239 583

Profit from operations 457 477

Receivables -30 89

Inventory -736 199

Payables 151 -59

Other WC items 0 0

Working capital changes -615 229

Direct taxes -81 -123

Cash from Investing Activity -257 -192

Fixed assets purchased -366 -218

Fixed assets sold 0 0

Investments purchased 0 0

Investments sold 105 10

Interest received 20 13

Dividends received 3 3

Acquisition of companies -19 0

Cash from Financing Activity 902 -419

Proceeds from borrowings 976 0

Repayment of borrowings 0 -364

Interest paid fin -36 -23

Dividends paid -38 -32

Other financing items 0 0

Net Cash Flow 405 -29

Free Cash Flow -606 365

CFO/OP -38 162

Key ratios

Line item Mar 2024 Mar 2023

Debtor Days 15 17

Inventory Days 329 163

Days Payable 71 33

Cash Conversion Cycle 273 147

Working Capital Days 45 81

ROCE % 10 12



3.2 Financial analysis summary

Revenue declined by 10.85% to ₹2,899.00 Cr, primarily due to a 20.23% drop in the Sugar segment

(₹1,666.06 Cr vs ₹2,088.69 Cr) caused by government export restrictions that slashed overseas sales from

₹636.18 Cr to just ₹0.52 Cr, while Trade Receivables decreased to ₹120.00 Cr reflecting lower dispatch

volumes.

Despite falling Revenue, OPM % improved to 14.00% from 13.00% as Material Cost % dropped to 68.00%,

and Selling Expenses (including freight) fell by 53.15% to ₹35.42 Cr due to the cessation of high-logistics

export activity.

Net Profit grew to ₹272.00 Cr, but earnings quality is weakened by Other Income of ₹128.61 Cr (35.46% of

PBT), which includes a one-time ₹39.33 Cr profit from asset sales and ₹24.28 Cr of written-back provisions.

Inventory surged by 70.93% to ₹1,773.00 Cr, far outpacing Revenue trends, due to restricted sugar-to-

ethanol diversion and export bans, which directly led to a massive ₹615.00 Cr drain in Working capital

changes and a negative CFO of -₹239.00 Cr.

The Cash Conversion Cycle deteriorated sharply from 147 to 273 days, driven by Inventory Days doubling

to 329, although the impact was partially mitigated by Trade Payables increasing to ₹383.00 Cr (71 days) as

the company deferred payments, including ₹24.61 Cr in litigated society commissions.

Total Debt ballooned by 215% to ₹1,430.00 Cr to fund the inventory pile-up, with Short term Borrowings

rising to ₹1,092.00 Cr, causing Finance Cost to increase by 32.94% to ₹50.00 Cr and the Debt / Equity ratio to

climb to 0.49.

Fixed Assets increased to ₹1,847.00 Cr following ₹366.00 Cr in Capex, while CWIP jumped to ₹133.00 Cr,

largely representing the ₹123.21 Cr distillery unit at the newly acquired Baghauli unit currently under

evaluation.

Depreciation rose to ₹127.00 Cr, reflecting the company's Written Down Value (WDV) policy which front-

loads expenses for sugar and distillery assets, while Repairs & Maintenance spiked 52.53% to ₹80.61 Cr

signaling intensive maintenance of aging or newly acquired machinery.

Free Cash Flow turned deeply negative at -₹606.00 Cr compared to positive ₹365.00 Cr in the prior year,

indicating that the company is currently dependent on external Proceeds from borrowings (₹976.00 Cr) rather

than being self-funding.

ROCE % moderated to 10.00% from 12.00% as the Balance Sheet expanded via debt-funded inventory and

CWIP without a commensurate immediate increase in Operating Profit.

Provisions and contingent liabilities remain a significant risk, with ₹204.79 Cr in claims not acknowledged as

debt, including a material ₹202.90 Cr dispute regarding mines, which represents a substantial portion of

annual PAT.

The company transitioned to a new tax regime, resulting in a lower Tax % of 25.00% and a one-time reversal

of Deferred Tax liabilities, which helped sustain Net Profit despite operational cash flow pressures.

Investments of ₹629.00 Cr include a material ₹621.03 Cr stake in Dalmia Bharat Limited valued at market

prices, providing a liquid non-core asset buffer against the rising Total Debt.

Other Expenses were impacted by a sharp 182% increase in Rates and Taxes to ₹20.70 Cr, while Other

Income was heavily reliant on non-core items like the ₹39.33 Cr asset sale profit and ₹24.28 Cr in provision

write-backs, suggesting core operating sustainability is lower than headline figures.

Overall Synthesis: FY2024 was characterized by a significant "cash trap" where regulatory restrictions on

exports and ethanol diversion forced a massive Inventory build-up, flipping CFO to negative and

necessitating a 215% surge in Total Debt, even as reported Net Profit was propped up by one-time Other

Income and tax adjustments.
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3.3 Contingent liabilities & commitments

Claims not acknowledged as debt: ₹204.79 Cr (FY24) vs ₹189.55 Cr (FY23).

Salem Mines Dispute: A major risk resides in a demand of ₹79.88 Cr plus ₹123.02 Cr estimated interest

(Total ₹202.90 Cr) raised by the District Collector Salem. While stayed by the High Court, the exposure is

material (74.5% of PAT).

Income Tax Cases: Contingent tax liabilities nearly tripled to ₹104.86 Cr (from ₹39.87 Cr), signaling

aggressive tax positioning or new disputes following the tax regime transition.

Indirect Tax Demands: Stable at ₹3.55 Cr.

Bank Guarantees / LC: Operational guarantees of ₹60.69 Cr.

Capital Commitments: Reduced to ₹35.10 Cr (from ₹165.64 Cr) as the current capex cycle nears

completion.
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3.9 Earnings quality & forensic checks



# Check Impact Status Notes detail

1 PAT vs CFO trend

Profit ↓ — earnings overstate cash; ₹736

Cr inventory build absorbs CFO causing

negative conversion.

—

Note 8 & 53: Restricted sugar

diversion and export bans led to

peak stock build-up.

2

Receivables & channel-stuffing

signal (receivables + inventory

build vs revenue)

Revenue ↑↓ — working capital blockage;

inventory + receivables rose ₹707 Cr

despite 10.8% sales decline.

—

Note 8: Inventory is heavily

encumbered to secure massive

working capital limit increases.

3

Revenue timing (unbilled /

contract assets + deferred

revenue / advances)

Neutral — standard revenue recognition;

unbilled revenue is minimal and

represents month-end cut-off timing.

—

Note 3(N) & 9(vi): Revenue

recognized at point in time; Ind AS

115 impact is insignificant.

4
Revenue from related parties

%

Revenue ↑↓ — high group integration;

₹22.25 Cr sales to group entities

indicates operational inter-dependence.

—

Note 40: Transactions at arm's

length but scale of inter-group

services remains material.

5 Inventory vs revenue growth

Profit ↓ — liquidity risk; inventory grew

70.9% while revenue fell 10.8% creating

valuation pressure.

—

Note 3(J): Sugar valued at lower

of cost or NRV; price volatility

risks write-downs.

6
Inventory valuation method

change

Neutral — consistent valuation; sugar

and allied products valued at lower of

cost or NRV.

—

Note 3(J): Cost includes material,

direct labor, and proportion of

manufacturing overheads.

7
Exceptional items in operating

profit

Profit ↑ — non-core boost; ₹43 Cr

exceptional gain significantly inflates

reported PBT and PAT.

—

Note 49: Relates to Baghauli

acquisition accounting and

settlement of creditors via CIRP.

8
Depreciation rate vs useful life

policy

Profit ↓ — conservative earnings; WDV

method front-loads depreciation,

reducing PAT in early asset life.

—

Note 3(D): WDV method used for

Sugar, Cogeneration, and

Distillery segments.

9
Provision reversals boosting

PAT

Profit ↑ — non-cash earnings; ₹24.28 Cr

of liability write-backs directly increased

the bottom line.

—

Note 21: Other Income includes

recurring "dumping" of old

liabilities into P&L.

10
Tax rate consistency + cash tax

vs P&L tax

Profit ↑ — one-time tax gain; transition to

new regime caused deferred tax

reversals.

—

Note 28: Adoption of Section

115BAA resulted in reversal of

DTL and MAT credit use.

11 CWIP age and stalling projects

Profit ↓ — impairment risk; ₹123 Cr

CWIP tied to acquired unit "under

evaluation" for revamping.

—

Note 4: Majority of CWIP is for the

Baghauli unit distillery currently

under evaluation.

12
Deferred tax asset recognition

adequacy

Neutral — conservative accounting; DTL

reversal suggests management does not

overstate future tax benefits.

—

Note 28: Transition to new tax

regime led to a one-time reversal

of deferred tax.

13 RPT quantum and trend

Neutral — simplifying structure;

demerger of non-core businesses will

reduce future inter-group complexity.

—

Note 43: Board approved

demerger of Refractory and

Govan Travels to simplify RPTs.

14
Dividend paid vs FCF

adequacy

Profit ↓ — debt-funded dividends; ₹38 Cr

paid out despite negative Free Cash

Flow of -₹606 Cr.

—

Cash Flow Statement: Dividends

paid while total debt surged 215%

to fund operations.

15 Other Income Dependency

Profit ↑ — low sustainability; 47.2% of

PAT is derived from non-core other

income.

—

Note 21: Includes ₹39.33 Cr asset

sale profit and ₹24.28 Cr provision

write-backs.

16 Auditor Reliance on Estimates —



# Check Impact Status Notes detail

Neutral — governance reliance; auditor

focused on management's technical

evaluations for PPE and impairment.

Auditor Report: Reliance on

internal plans for Value-in-Use

calculations.

17
Administrative Delays in Debt

Satisfaction

Neutral — administrative; several

charges remain "not satisfied" on MCA

records despite full payment.

—
Note 53(iii): Delays in obtaining

NOCs from lenders.

4. Management & governance

A. Auditor report & key audit matters

Audit Opinion Type: Unqualified.

Key Audit Matters (KAMs):

Useful Life of PPE: Management estimates the useful life of a ₹2,337.79 Cr gross block of plant and

machinery. The auditor focused on technical evaluations used to determine residual values and

depreciation rates.

Litigation Provisions: Significant judgment is required for ₹313.20 Cr in contingent liabilities. The auditor

evaluated management’s "best knowledge" against legal opinions.

Baghauli Acquisition Accounting: Complex accounting for the acquisition via CIRP, involving the

issuance and cancellation of ₹370.67 Cr in equity to settle creditors, credited to Capital Reserve.

Impairment Testing: Annual tests for Cash Generating Units (CGUs) using Value-in-Use calculations.

Auditor concern centered on the subjectivity of operating margins and discount rates.

Auditor Fees: Cost Audit fee ratified at ₹0.04 Cr. Statutory audit fees were not explicitly disclosed in the

provided consolidated notes.

B. Related party transactions

Party Relationship Nature Amount (₹ Cr) Concern

Shri Gautam Dalmia KMP Remuneration 15.50 Cr 3.76% of Operating Profit

Dalmia Bharat Refractories Group Entity Sales 12.42 Cr High integration; 8.06 Cr receivable

Dalmia Cement (Bharat) Group Entity Sales 9.83 Cr Stable commercial volume

Dalmia Bharat Limited Group Entity Purchases 8.22 Cr Service/Management charges

Dalmia Cement (Bharat) Group Entity Purchases 6.61 Cr Operational sourcing

Dalmia Bharat Foundation CSR Arm CSR Contribution 6.60 Cr 9.4% of total RPT volume

RPT Risk Checks: % of Revenue is 2.04% (Within safe limits). However, negative CFO makes cash outflows

to related parties a liquidity concern.

Demerger Risk: ₹8.06 Cr is outstanding from Dalmia Refractories amidst a pending demerger.

Inter-group Dependency: High reliance on Dalmia Bharat Ltd for "Management Service Charges" (₹11.73 Cr

total).

C. Shareholding

Equity Capital: ₹16.00 Cr

Reserves: ₹2,916.00 Cr
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Net Worth: ₹2,932.00 Cr

Pledged Shares: 0% (No pledge disclosed).

D. Board composition + KMP compensation

Total Directors: 6 | Independent %: 50.00% | Women Directors: 1 (Smt. Amita Misra).

KMP Compensation:

Gautam Dalmia (MD): ₹15.50 Cr (13.72% YoY growth).

B.B. Mehta (WTD & CEO): ₹4.30 Cr.

Family/Concentration Highlight: Gautam Dalmia’s remuneration represents 5.7% of Standalone PAT and

is 3.6x higher than the next highest-paid executive.

Correlation: Aggregate KMP pay for top executives rose while Operating Profit (EBITDA) declined by 5.72%.

Ratio of MD pay to median employee pay is 413:1.

F. Capital allocation & capex

Action FY current (₹ Cr) FY prior (₹ Cr) % of CFO Signal

Dividends 38.00 Cr 32.00 Cr -15.90% —

Capex 366.00 Cr 218.00 Cr -153.14% —

Net Debt Change 976.00 Cr -364.00 Cr -408.37% —

Working Capital Inv. 615.00 Cr -229.00 Cr -257.32% —

CAPEX Analytical Notes:

CFO Coverage of Capex: Ratio is -0.65. The ₹366.00 Cr spend was entirely funded by fresh short-term

borrowings.

Nature of Capex: Growth capex focused on Jawaharpur grain-based distillery and the Baghauli unit

acquisition/revamp (₹123.21 Cr in CWIP).

Deployment Efficiency: Revenue fell 10.85% while Gross Block rose 16.6%, indicating a gestation lag.

Key Takeaways: The ₹132.65 Cr CWIP is heavily concentrated in the Baghauli unit; any delay in

operationalizing this "under evaluation" asset poses an impairment risk.

H. Risks

Salem Mines Dispute: Demand of ₹79.88 Cr plus ₹123.02 Cr interest. ₹202.90 Cr total exposure (74.5% of

PAT); potential massive cash drain. (Severity: High)

Inventory Overhang: Sugar stocks rose 76.4% to ₹1,553.26 Cr. Risk of NRV write-downs if domestic prices

soften. (Severity: High)

Income Tax Claims: Contingent tax liabilities tripled to ₹104.86 Cr (38.5% of PAT). (Severity: Med)

Export Restrictions: Overseas sales dropped from ₹636.18 Cr to ₹0.52 Cr. Forced inventory build-up.

(Severity: High)

Interest Rate Risk: ₹378.45 Cr in floating rate bank loans. 1% rate hike = ₹3.79 Cr hit to PBT. (Severity:

Med)

Baghauli Integration: ₹123.21 Cr CWIP for a unit "under evaluation." Execution risk. (Severity: Med)
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5. Scorecard & verdict

Part a: scorecard

Dimension
Rating

(1–5)
Delta Key evidence One-line rationale

Business quality 4 →
Dual-state footprint; #1 recovery

rates in UP/Maharashtra.

Strong operational moat and geographical

diversification offset cyclicality.

Financial health 2 ↓
D/E rose to 0.49x; CFO -₹239 Cr;

Debt up 215%.

Massive inventory-led debt surge and

negative cash flow stress the balance

sheet.

Earnings quality 2 ↓

Other Income = 35% of PBT; CFO

< PAT; Inventory > Revenue

growth.

Reported profits are propped up by non-

core income and non-cash tax

adjustments.

Management &

governance
3 →

MD pay 5.7% of PAT; 413:1 pay

ratio; Clean audit.

Strong execution on Baghauli is offset by

high KMP pay and RPT complexity.

Capital allocation &

earnings visibility
3 ↓

Capex ₹366 Cr funded by debt;

FCF -₹606 Cr.

Aggressive expansion is strategically

sound but currently value-destructive to

cash flows.

Business positives (for this company this year) * Operational Excellence: Achieved #1 recovery rate in UP

(Ramgarh) and #1 & #2 in Maharashtra (Kolhapur/Ninaidevi). * Strategic De-risking: Expanded Jawaharpur

grain distillery to 250 KLPD, reducing reliance on volatile sugarcane juice-to-ethanol policies. * Inorganic

Execution: Revived the acquired Baghauli plant (closed for 7 years) and achieved commercial production within

just 3 months. * Margin Resilience: OPM improved to 14% despite a 10.8% revenue decline, aided by lower

logistics costs from reduced exports. * Portfolio Cleanup: Board approval for demerging non-core Magnesite

and Travel businesses to become a pure-play bio-refinery.

Business negatives / concerns (for this company this year) * Cash Flow Stress: CFO turned deeply

negative at -₹239 Cr due to a massive ₹615 Cr working capital blockage in inventory. * Debt Explosion: Total

debt surged 215% to ₹1,430 Cr, primarily short-term loans to fund the sugar stock pile-up. * Earnings Quality:

47.2% of PAT is derived from "Other Income" (₹128.6 Cr), including one-time asset sale profits of ₹39.3 Cr. * 

Contingent Liability Risk: Material exposure of ₹202.9 Cr regarding the Salem Mines dispute, representing

74.5% of annual PAT. * Inventory Overhang: Sugar stocks rose 76.4% to ₹1,553 Cr, creating significant liquidity

risk and potential NRV write-down exposure.

Overall scorecard summary DBSIL is currently in a "cash trap" transition phase, where superior operational

execution is being overshadowed by severe working capital stress. While the strategic pivot to a grain-based,

feedstock-agnostic model is a long-term positive, the immediate financial health has deteriorated due to a 215%

surge in debt to fund restricted inventory. Governance remains adequate but is marked by high KMP

compensation and significant contingent litigation. The business is on a stable but high-risk trajectory, where

the successful monetization of record inventory levels is critical for deleveraging.



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 —

Total: 8/10 — Governance Rating: 4

Part c: investor verdict

Thesis: DBSIL is transforming from a cyclical sugar producer into a resilient bio-refinery, but is currently

navigating a severe liquidity crunch caused by government-led export and ethanol diversion restrictions. Overall

stance: Watch Rationale: Strong operational metrics and strategic pivots are currently neutralized by negative

cash flows and a massive debt-funded inventory pile-up. Re-evaluate when: Inventory levels drop below ₹1,000

Cr or CFO/PAT ratio returns to >1.0x. BULL CASE: Lifting of export bans and ethanol diversion caps allows

liquidation of ₹1,553 Cr inventory, leading to massive debt reduction and FCF generation. BEAR CASE:

Prolonged export restrictions combined with a drop in domestic sugar prices lead to material NRV write-downs

on the ₹1,773 Cr inventory. Key monitorable: Inventory Days: 329 days → Watch for a return to <180 days.



7. Year-over-year analysis

7.1 Changes

Metric / theme Summary a status Summary b status Forensic takeaway

Net Debt &

Leverage

De-leveraging (Debt:

₹454 Cr; D/E: 0.17x)

Re-leveraging (Debt:

₹1,430 Cr; D/E: 0.49x)

The company shifted from a debt-free trajectory to a high-

leverage position to fund a massive regulatory-induced

inventory pile-up.

Cash Flow

Generation

Positive CFO (₹583

Cr); 162%

conversion

Negative CFO (-₹239

Cr); -38% conversion

Earnings quality collapsed as cash generation was

completely absorbed by working capital blockages,

flipping the company from a cash generator to a cash

consumer.

Inventory

Dynamics

Liquidation (₹1,037

Cr; 163 days)

Accumulation (₹1,773

Cr; 329 days)

Government export bans and diversion caps transformed

inventory from a primary source of liquidity into a

significant "cash trap."

Capital

Allocation

Funding

Self-funded (CFO/

Capex: 2.67x)

Debt-funded (CFO/

Capex: -0.65x)

The company abandoned its self-sustaining growth model,

relying entirely on external short-term borrowings to

sustain its aggressive distillery expansion.

Margin

Trajectory

13% OPM

(Contracting due to

subsidy loss)

14% OPM (Improving

despite revenue drop)

Operating margins showed unexpected resilience despite

a 10.8% revenue contraction, benefiting from the

cessation of high-cost export logistics.

Management

Strategy

Pivot toward

Distillery segment

"Feedstock-agnostic"

bio-refinery model

Management has evolved from a simple product pivot to a

more complex strategy involving inorganic growth

(Baghauli) to bypass sugar sector cyclicality.

Earnings

Composition

Core-driven (Other

Income: ₹77 Cr)

Non-core reliant

(Other Income: ₹128

Cr)

Reported profits in the current year are significantly

propped up by one-time asset sales and provision write-

backs, masking a decline in core operational sustainability.

7.2 Persistent patterns

The Salem Mining litigation remains a massive unprovisioned "tail risk," consistently representing

approximately 75% of annual PAT.

KMP compensation for the Managing Director remains aggressively high, consistently exceeding 5%

of Net Profit (5.4% in Summary A and 5.7% in Summary B).

The company maintains a sustained capital allocation focus on distillery capacity expansion

(Jawaharpur/Baghauli) to structurally de-risk from the sugar cycle.

Operational excellence in recovery rates remains a core strength, with the company consistently ranking at

the top of its operating regions in UP and Maharashtra.

The auditor continues to show a high reliance on management’s subjective "internal financial plans"

and "legal opinions" for critical impairment and litigation assessments.

Material Related Party Transactions involving sales to group entities (Dalmia Bharat Refractories/Cement)

persist as a recurring operational theme.

The company continues to utilize accelerated depreciation (WDV method), which consistently front-loads

expenses and provides a conservative buffer for asset valuation.
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