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Investor Snapshot

# Analytical Point Sentiment

IGIL commands a dominant 65% global market share in the high-growth Lab-Grown Diamond (LGD)

OPositive
certification segment, operating as a near-monopoly with a No. 1 position in India.
Revenue grew 17.3% YoY to (10,531 Cr, driven by the successful consolidation of IGI Belgium and OPositive
Netherlands, effectively centralizing global brand control and cash flows.
Operating leverage is evident as EBITDA growth of 20.9% outpaced revenue, reflecting the inherent OPosit
ositive
scalability of an asset-light certification model and high ROCE.
While PAT surged 29.2% to 4,272.90 Cr, earnings quality is diluted by 75.26 Cr in non-cash provision ONegative
reversals and the adoption of aggressive credit terms to drive volumes. g
The company remains bank debt-free with a low D/E of 0.14x, yet carries significant "hidden" leverage ONeutral
u
via 1,450.51 Cr in lease liabilities, creating substantial fixed-cost obligations.
Cash generation remains robust with CFO exceeding PAT and a 9.95x CFO-to-capex coverage ratio, OPositive
supporting a massive liquidity buffer of (3,882 Cr.
A 357% surge in capital commitments to [1,370.97 Cr signals an aggressive global expansion phase OPositive
and a strategic shift toward "in-factory" lab integration to secure future volumes.
Receivables growth of 25.35% significantly outpaced revenue growth, leading to a stretch in working ONegative
iv
capital and suggesting a potential relaxation of credit standards. g
Governance is a primary concern, marked by extreme MD remuneration of 267.48 Cr (6.26% of PAT) ONegative
and a massive 13,458 Cr related-party restructuring that favors the promoter. d
The company faces material reputational and legal risk from a New York lawsuit alleging intentional ONegative
over-grading for illicit fees, which could threaten critical retail partnerships. ¢
The strategic pivot from a B2B service provider to a B2C "pull” brand offers significant valuation OPosit
ositive
upside if global LGD adoption continues its current trajectory.
Maintain a WATCH stance; while business quality is exceptional, key monitorables include whether ONeutral

receivable days exceed 75 or if MD pay remains above 2% of PAT.

1. BUSINESS OVERVIEW (In Bullet Points)

* Business Segments: IGIL operates as a dominant independent certifier for the diamond and jewelry
industry, bifurcated into Certification Services (Core) and Gemmological Education.

* Revenue Drivers: Certification is volume-driven, with 10.5 million reports issued in 2024. G| holds a 65%
global market share in the high-growth Lab-Grown Diamond (LGD) segment.



* Cost Drivers: Human capital is the primary driver with 1,200+ group employees; 57% of staff have >3 years
tenure. Specialized testing equipment (Al, Raman Microscopes) and high-cost laboratory leases are other
major costs.

¢ Industry Position: IGIL is the No. 1 certifier in India (50% share) and No. 2 globally (33% share). It was a
first-mover in LGD certification (starting 2005), creating a significant moat against traditional players.

« Expansion Plans: Strategic shift toward "in-factory” labs at high-volume production sites to reduce
turnaround times (TAT). Presence now spans 10 countries across 31 branches.

» Acquisitions: Pivotal FY24 acquisition of IGI Belgium Group and IGI Netherlands Group for ~[1,300
Crores (USD 158 million) using IPO proceeds, consolidating international cash flows and brand control into
the Indian entity.

 Capacity Additions: Capital commitments surged 357% to [1,370.97 Cr, signaling aggressive future
expansion in laboratory infrastructure and technology.

» Segment Performance: Certification Services contribute 96.38% of total top-line. EBITDA growth (21%)
outpaced revenue growth (17%), signaling improving operational efficiencies.

» Geographical Presence: Heavy reliance on the domestic market with Within India revenue at 74.04%
(Cr,797.80 Cr); Outside India revenue remained stagnant at [2,733.80 Cr.

2. MANAGEMENT COMMENTARY & OUTLOOK

« Management is orchestrating a strategic shift from B2B to B2C to build "Brand Salience" directly with
consumers through campaigns like "IGI Moments."

» The goal is to make the IGI certificate a "pull factor" for the end customer, reducing price sensitivity and
increasing margins.

* Management remains extremely bullish on LGDs, citing a 20% CAGR vs 5% for natural diamonds,
positioning IGI as the global "standard-setter."

» Heavy emphasis is placed on Al and automation in grading to improve "speed" and turnaround time (TAT),
the primary competitive metric in the industry.

* Despite the LGD surge, management continues to target the "Ultra-High-End" natural diamond demand
where HNWIs invest in rare collectibles.

« India is viewed not just as a processing center but as a growing consumption market, aided by rising middle-
class disposable income and tax slab revisions.

« Strategic shift to "In-Factory Labs" is underway to cut turnaround times and improve efficiency by being at the
site of production.

* New product launches include a "Light Performance Add-on" tool to elevate certification standards.

» The acquisition of international 1GI entities shows a clear intent to centralize global power and profits in the
Indian listed entity.

 Management Tone: The management tone is exceptionally confident, backed by a dominant 65% market
share in the industry's fastest-growing sub-segment (LGDs). There is no sign of "IPO-window" conservatism;
instead, the commentary focuses on aggressive global consolidation and technological disruption. The
decision to use nearly the entire fresh issue proceeds to acquire international entities shows a clear intent to
centralize power. They are successfully pivoting from being a "back-end service provider" to a "front-end
consumer brand." The only "yellow flag" is the high dependence on the LGD segment's continued growth, but
management appears to be mitigating this by diversifying into colored stones and high-end natural diamond
metrics.



3. FINANCIAL ANALYSIS

3.1 Financial Statements
No pre-extracted tables available.
3.2 Financial Analysis Summary

* Revenue from Operations grew by 17.27% YoY to [10,531.60 Cr, primarily driven by Certification
Services which contribute 96.38% of total top-line; however, Trade Receivables outpaced this growth by
rising 25.35% to [1,765.84 Cr, suggesting a potential relaxation in credit terms to maintain market share
[Note 14, 42].

« Employee Benefit Expense of [2,651.00 Cr represents 25.17% of Revenue, with a significant concentration
of 10.09% ([267.48 Cr) paid to a single KMP (Managing Director), which directly impacts the PAT of
[4,272.90 Cr and signals high key-man compensation risk [Note 35].

« Stationery and Consumables spiked by 31.78% to [424.21 Cr, significantly higher than the 17.27%
Revenue growth, reflecting the rising cost of specialized security materials for certificates and pressuring
operating margins [Note 34].

» Other Income was bolstered by [75.26 Cr of non-cash reversals, including a [23.06 Cr reversal of
Allowance for Expected Credit Loss, which artificially improved the PAT margin by approximately 71 basis
points [Note 38, 33].

» The Balance Sheet underwent a massive structural shift as Other Equity moved from a deficit of ((6,044.10)
Cr to [10,627.49 Cr following the settlement of a [13,458.21 Cr liability for the Acquisition of Subsidiaries
from the parent entity, representing an inorganic restructuring [Note 45, 18(c)].

» While the group is technically bank debt-free, it carries [1,450.51 Cr in Total Lease Liabilities for high-cost
laboratory spaces, resulting in annual Lease Payments of [B16.76 Cr which are reflected as financing
outflows in the Cash Flow Statement [Note 6.1].

» Working Capital efficiency showed signs of stress as Receivable Days stretched from 57.25 to 61.19 days
and Inventory Turnover for traded goods slowed from 7.82x to 5.18x, indicating slower cash conversion
[Note 14, 144].

 Capital Commitments surged by 357% to [1,370.97 Cr, sighaling a massive upcoming Capex cycle for
laboratory infrastructure that will likely increase future Depreciation and Finance Cost related to new leases
[Note 41].

» Cash and Cash Equivalents and Bank Balances totaling [8,882.64 Cr, plus [2,329.81 Cr in long-term
deposits, provide a substantial liquidity buffer, though the Balance Sheet is temporarily inflated by [1,869.70
Cr in Unclaimed IPO Proceeds held in escrow [Note 11, 38].

- Dividend Paid of [1,897.67 Cr represents a high payout ratio relative to PAT, suggesting a strategy of
aggressive capital repatriation to the holding company (BCP Asia Il Topco) even amidst a high Capex
commitment phase [Note 45].

» Goodwill of [1,005.83 Cr and Precious Stones & Lab Master Sets of [180.52 Cr constitute significant non-
amortizing assets; the former is sensitive to a 25-30% drop in revenue growth and the latter is subject to
market price volatility [Note 3.7, 4.2].

 Other Financial Liabilities are impacted by Employee Related Payables of [497.06 Cr, of which [111.01
Cr is due to the MD, suggesting a significant portion of high remuneration is deferred or accrued [Note 37].

» Other Financial Assets are temporarily inflated by [1,869.70 Cr in Unclaimed IPO Proceeds, which acts as
a transitory balance sheet item until share issue expenses are settled [Note 11].



» The dominant financial theme of the year is a massive structural balance sheet transformation and
global consolidation, characterized by high-margin certification dominance but offset by aggressive
capital repatriation to the promoter and rising operational cost pressures.

3.3 Contingent Liabilities & Commitments

* Capital Commitments: Unexecuted capital contracts surged by 357% to [(1,370.97 Cr (FY24) from [299.76
Cr (FY23), signaling aggressive expansion.

- Litigation (New York): KS Trade LLC has alleged "intentional over-grading" of diamonds for illicit fees in the
Supreme Court of the State of New York. While the claim is for USD 0.75 million, the reputational risk to the

"IGI" brand is material.

 Tax Disputes: Income tax claims increased significantly to [(114.77 Cr in FY24 from [1.48 Cr in FY23.

* Regulatory Matters: The company has applied for compounding of non-compliances under the Companies
Act, 2013, following a notice from the MCA.

* Other Claims: ESIC claims stand at [0.16 Cr.



3.9 Earnings Quality & Forensic Checks



# Check

1 PAT vs CFO trend

Receivables &
2 channel-stuffing
signal

3 Revenue timing

Revenue from
related parties %

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
10 consistency + cash
tax vs P&L tax

CWIP age and
stalling projects

11

Deferred tax asset
12 recognition
adequacy

13

Impact

Profit | — non-cash
provision reversals and IPO
expense adjustments inflate
PAT over cash.

Revenue 11 — receivables
growth of 25.35% outpaces
revenue growth of 17.27%

significantly.

Revenue 1 — point-in-time
recognition allows for
potential year-end cutoff
aggression in reports.

Neutral — revenue is
primarily B2C/B2B service-
based; RPTs focused on
restructuring/dividends.

Neutral — service-oriented
model makes inventory
growth (negligible)
irrelevant to revenue quality.

Neutral — no change in
policy; inventory is
immaterial for this service
group.

Profit 1+ — IPO fees of
[B3.50 Cr charged to equity
instead of P&L.

Profit 1 — non-depreciation
of "Master Sets" prevents
annual P&L charge on
benchmarks.

Profit 1 — provision
reversals contributed [75.26
Cr to PBT (1.28% of total).

Profit 1 — DTA recognition
on share issue expenses
provides future tax shield.

Profit | — massive capital
commitments suggest
future depreciation drag
once projects commission.

[J— DTA supported by high
profitability, though 76%
relates to IPO expenses.

Status

g

g

0

Evidence

PAT [4,272.90 Cr; Other
Income includes [75.26
Cr non-cash reversals.

Gross Receivables:
[1,765.84 Cr (FY24) vs
[1,408.62 Cr (FY23).

Contract liabilities
(deferred) at [54.00 Cr;
Advances decreased to
[218.30 Cr.

Total Revenue
[10,531.60 Cr; RPT
focus is on acquisitions
and MD pay.

Inventory [6.50 Cr
(FY24) vs [B.98 Cr
(FY23); Revenue up
17.27%.

Inventory is only 0.06%
of total revenue.

[B83.50 Cr auditor/IPO
fees adjusted against
Securities Premium.

Master Sets valued at
[180.52 Cr are not
depreciated.

ECL reversal [(23.06 Cr;
Excess provision reversal
[52.20 Cr.

Net DTA of [172.91 Cr
recognized; [131.40 Cr
from Section 35D.

Capital commitments
surged 357% to
[1,370.97 Cr.

Net DTA [172.91 Cr; PAT
[4,272.90 Cr provides
ample coverage.

Notes Detail

Note 34 & 38: ECL reversal
of [23.06 Cr and excess
provision reversal of [562.20
Cr.

Note 14: Indicates potential
liberal credit terms or
aggressive year-end volume
pushing.

Note 4.8 & 42(c): Revenue
recognized when report is
ready; shift in contract
structuring noted.

Note 45: Restructuring
involved [13,458.21 Cr
acquisition from parent, not
trade revenue.

Note 13: Traded goods
inventory turnover slowed
from 7.82x to 5.18x.

Note 4.2: Precious Stones &
Master Sets ([180.52 Cr) are
not depreciated.

Note 34: Standard
accounting but masks the
true administrative spend for
the period.

Note 4.2: Policy based on
benchmark nature; value
subject to gem market
fluctuations.

Note 38 & 34: Non-cash
credits to Other Income
directly improve the bottom
line.

Note 3.1: Recognition
depends on management's
"probability of future taxable
profits."”

Note 41: Signals aggressive
expansion of laboratory
infrastructure and technology.

Note 3.1: Auditor identifies
DTA recognition as a key
area of management
judgment.



# Check Impact Status Evidence Notes Detail

Profit 1 — exceptionally MD Remuneration: Note 35 & 45: Massive
RPT quantum and high MD remuneration (6% [267.48 Cr; Related restructuring settled in FY24;
trend of PAT) exceeds party acquisitions: MD pay is 10% of total
professional benchmarks. [13,458.21 Cr. employee cost.

Profit | — high dividend
! 1gh dm Dividend Paid: [1,897.67 Note 45: Dividends paid to

Dividend paid vs payout to parent ([1,897.67 . A
14 . . . O Cr; Cash & FDs: BCP Asia Il Topco; liquidity
FCF adequacy Cr) limits organic capital . . .
. [38,882.64 Cr. remains high despite payout.
retention.
) L . Note 4.4: Management
. . Profit 11 — Subjective Group operates in . . .
Hyperinflation . . o L judged impact as negligible;
15 . judgment on "negligible ad Tarkiye (Ind AS 29 .
Accounting ) o o subjective assessment could
impact in Turkiye subsidiary. economy). N
mask volatility.
Worker 1B Section A:
Auditor Neutral — IPO-related non- Total fees [48.06 Cr; Concentration of fees with a
16 Independence / Fee audit fees are 7.7x higher ad Statutory audit [%.32 Cr; single firm during
Concentration than statutory audit fees. IPO work [B3.50 Cr. restructuring warrants

monitoring.

4. MANAGEMENT & GOVERNANCE

A. Auditor Report & Key Audit Matters

 Audit Opinion Type: Unqualified.
» Key Audit Matters (KAMs):

> Goodwill Impairment: Management identified Goodwill of (11,005.83 Cr as a significant judgment area.
The auditor focused on 5-year cash flow projections and terminal growth rates. Sensitivity analysis shows
a 25-30% revenue drop would be required to trigger impairment.

- Deferred Tax Assets (DTA): Recognition of [172.91 Cr in net DTA depends on the probability of future
taxable profits. A significant portion (C1131.40 Cr) relates to share issue expenses under Section 35D,
providing a tax shield for 5 years.

- Defined Benefit Obligations: The gratuity plan is highly sensitive; a 1% decrease in the discount rate
would increase the obligation by [16.08 Cr.

 Auditor Fees: Total fees paid to M S K A & Associates and network firms amounted to [48.06 Cr. This
includes [%.32 Cr for statutory audit and [B3.50 Cr for IPO-related work. While IPO fees are 7.7x the statutory
audit fee, they are one-time professional services.

B. Related Party Transactions

Party Relationship  Nature Amount (OCr) Concern

BCP Asia ll Topco  Promoter Acquisition of IGI Netherlands B.V. 7,523.62 Cr High valuation/Common control
BCP Asia Il Topco  Promoter Acquisition of IGI BV (Belgium) 5,934.59 Cr High valuation/Common control
BCP Asia ll Topco  Promoter Dividend Paid 1,897.67 Cr Large cash outflow to promoter
Tehmasp Printer MD & CEO Remuneration 267.48 Cr Disproportionately high pay
Tehmasp Printer MD & CEO Employee Related Payables 111.01 Cr Accrued/Deferred liability

* % of Revenue: 150.34% (Extreme Flag due to one-time restructuring).



* RPT Verdict: Governance Concern [J The scale of common control transactions ([13,458.21 Cr) and outlier
MD compensation (6.26% of PAT) indicate aggressive value extraction.

C. Shareholding

» Concentration: 93.04% of the amount is held by 111 cases (holders of 100,001 shares & above).
* Retail: Holders of up to 5,000 shares represent 99.13% of cases but only 4.49% of the amount.

* Pledged Shares: 100% of shares are in dematerialized form; no pledges disclosed.
D. Board Composition + KMP Compensation

« Total Directors: 6. Independent %: 33.33% (2 out of 6). Meets minimum requirements but lacks high
independence.

« Women Directors: 1 (Sangeeta Tanwani - Independent).

« KMP Compensation: MD Tehmasp Printer received [(267.48 Cr, which is 10.09% of the entire Group's
employee cost and 6.26% of PAT. This is an extreme outlier for the Indian market. No family relations
between directors disclosed.

F. Capital Allocation & Capex

FY Current (CCr) FY Prior (OCr) % of CFO
Dividends 1,897.67 Cr 1,397.23 Cr 48.24% g
Capex 395.21 Cr Not disclosed 10.05% O
Acquisitions 13,458.21 Cr 0Cr 342.12% O
Net Debt Change -0.34 Cr Not disclosed N/M O
Interest Payments 82.65 Cr 104.23 Cr 2.10% g
Equity Issuance 1,475.00 Cr 0Cr 37.50% O

» CFO Coverage of Capex: CFO ([B,933.79 Cr) / Capex ([B95.21 Cr) = 9.95x. Capex is comfortably self-
funded.

* Nature of Capex: Primarily laboratory infrastructure and technology upgrades. Capital commitments
surged 357% to [1,370.97 Cr, signaling aggressive future expansion.

» Capex Deployment Efficiency: Revenue grew 17.27% on a relatively small asset base; the business model
is asset-light.

- Key Takeaway: The massive restructuring ([13,458.21 Cr acquisition) was an accounting settlement of a
prior liability to the promoter, not an organic cash-burn acquisition.

H. Risks

« Litigation (NY) [High]: Allegations of "intentional over-grading" for fees could cause severe reputational
damage to the "IGI" brand trust.

* Regulatory Non-compliance [Medium]: MCA notice for non-compliances; compounding application filed.
» Concentration Risk [Medium]: MD pay is 10% of total employee cost, indicating extreme key-person
dependency.

» Technological Risk [Medium]: Failure to integrate Al/Spectroscopy could lead to loss of competitive edge in
grading speed.



* Receivables Risk [Medium]: Receivables (25.35%) growing faster than Revenue (17.27%) indicates
potential credit stress.

5. SCORECARD & VERDICT

Part A: Scorecard

Dimension Key Evidence One-line Rationale

65% Global LGD share; 17% Rev ~ Dominant global monopoly-like position in

Business Quality 5 . . . .
growth; No. 1 in India. the fastest-growing diamond segment.
. . D/E 0.14x; Interest Coverage 76x;  Bank debt-free with massive liquidity,
Financial Health 4 I R
CFO > PAT. though lease liabilities are significant.
. ) Receivables growth 25% > Rev High margins are slightly aided by non-cash
Earnings Quality 3 - . .
17%; [¥5 Cr provision reversals. reversals and aggressive credit terms.
Excessive KMP compensation and massive
Management & MD pay 6% of PAT; (13,458 Cr . . .
2 . promoter-linked restructuring are major
Governance RPT restructuring.
flags.
. ) . . Aggressive expansion and global
Capital Allocation & 357% surge in Cap Commitments; L ]
. o 4 consolidation provide strong future revenue
Earnings Visibility ROCE > WACC.

visibility.

BUSINESS POSITIVES (for this company this year) * [JGlobal Market Leadership: Holds a dominant 65%
global market share in the high-growth LGD certification segment. * JStrong Profitability: Delivered a PAT of
[4,272.90 Cr with an EBITDA growth of 20.9%, outpacing revenue growth. * JGlobal Consolidation:
Successfully acquired IGI Belgium and Netherlands, centralizing global brand control and cash flows in India. * O
Asset-Light Scalability: Maintains an asset-light model with a high CFO coverage of capex (9.95x). * [J
Massive Liquidity: Total cash and bank balances exceed (8,882 Cr, providing a significant buffer for expansion.

BUSINESS NEGATIVES | CONCERNS (for this company this year) * [JExcessive KMP Pay: MD
remuneration of [(267.48 Cr (10% of total employee cost) is an extreme outlier and governance flag. * OWorking
Capital Stress: Trade receivables grew 25.35%, significantly faster than revenue growth of 17.27%. * [
Reputational Risk: Facing a legal claim in New York alleging "intentional over-grading" for illicit fees. * [J
Aggressive Payouts: Dividend paid to the promoter reached [1,897.67 Cr, representing a very high payout
ratio. * JHidden Leverage: Carries [1,450.51 Cr in lease liabilities, creating significant fixed-cost obligations.

OVERALL SCORECARD SUMMARY IGIL is a global powerhouse in diamond certification with an enviable
monopoly-like grip on the LGD market and robust financial health characterized by zero bank debt and high
margins. However, the company’s governance posture is weakened by extreme management compensation and
massive related-party restructuring that favors the promoter. While the business trajectory is improving due to
global consolidation and aggressive capacity expansion, the earnings quality requires monitoring due to
receivables stretching and non-cash provision reversals.



Part B: Governance Check Matrix

# Check Status Evidence

1 Audit opinion clean? ad Unqualified opinion (p.51).

2 Promoter pledge = 0? O 100% dematerialized; no pledge disclosed.
3 KMP pay < 5% of PAT? O MD pay is 6.26% of PAT ([267.48 Cr).

4 RPT quantum < 5% of revenue? O RPT is 150% of revenue due to restructuring.
5 Board > 50% independent? ad 33.33% Independent (2 out of 6).

6 At least 1 woman director? O Sangeeta Tanwani (Independent).

7 No statutory dues outstanding? d None disclosed as material.

8 No fraud reported? O No fraud reported by auditors.

9 Audit trail enabled? ad Confirmed in auditor report.

10 Frequent Auditor change O No frequent changes noted.

Total: 7/10 O— Governance Rating: 3
Part C: Investor Verdict

THESIS: IGIL is a high-moat, global leader in diamond certification transitioning into a consumer-facing brand,
offering a unique play on the LGD explosion. OVERALL STANCE: WATCH RATIONALE: Exceptional business
quality and market share are currently offset by aggressive promoter-centric capital allocation and extreme KMP
pay. RE-EVALUATE WHEN: MD remuneration falls below 2% of PAT OR Receivables growth aligns with
Revenue growth. BULL CASE: LGD market share sustains at 60%-+ while "in-factory" labs drive a 25% volume
CAGR. BEAR CASE: Reputational damage from the NY over-grading lawsuit leads to a loss of major retalil
partnerships. KEY MONITORABLE: Receivable Days: 61.19 - Watch threshold: >75 days.
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