Borosil Renewables Ltd — FY 2025 Annual Report Analysis

Annual Report Analysis (Consolidated)

Source: CRORES. All figures  Crores. Pipeline: v5-Gemini — Wila - W3 - W1b+W2+WZ2F (parallel, notes-
injected) - Merge.

Investor Snapshot

# Analytical Point Sentiment

The business is transitioning into a "geopolitical arbitrage" play, leveraging a 26.5% surge in
domestic revenue to offset a 19% contraction in exports and a failed European expansion.

Top-line growth of 7.66% to (1,476 Cr was supported by a 288% spike in customer advances ((B1 Cr),

0
indicating robust forward demand for domestic solar glass.

Operating margins remain severely compressed at 4% as Power & Fuel costs consume a staggering
29.9% of total revenue, necessitating a pivot to captive renewable energy.

The company reported a net loss of 87 Cr, driven by high depreciation ( 135 Cr) and negative ROCE
of -4%, signaling that capital is currently destroying shareholder value.

Balance sheet health improved significantly via equity-funded deleveraging, reducing total debt by
56% to (252 Cr and achieving a conservative Debt/Equity ratio of 0.25x.

Cash flow from operations remains positive at (100 Cr, demonstrating that the core domestic
manufacturing engine is cash-generative despite accounting losses.

Capex is focused on a strategic shift toward high-margin 2mm bifacial glass (55% of mix) and a
[17.74 Cr investment in captive power to mitigate structural energy cost disadvantages.

Earnings quality is compromised by the total loss of the 185 Cr SBLC settlement following the
insolvency of German subsidiary GMB and the reversal of non-cash liabilities.

Governance risks are elevated due to a critical audit trail failure in SAP/Payroll systems and high KMP
compensation ( 5.20 Cr for Chairman) despite massive capital destruction.

The company faces significant regulatory and contingent risks, including a 180.90 Cr EPCG export
obligation penalty and total dependency on 5-year Anti-Dumping Duty protection.

The outlook hinges on a "protected monopoly" status in India, with recovery dependent on the 2mm
glass ramp-up and reducing energy costs below 25% of revenue.

Investment View: WATCH; stance remains neutral until OPM crosses 10% and the critical audit trail
deficiencies are rectified to ensure forensic integrity.

1. BUSINESS OVERVIEW (In Bullet Points)

* Strategic Retreat: The defining event of FY25 is the insolvency filing of Glasmanufaktur Brandenburg
GmbH (GMB) on July 4, 2025, marking a failure of the 2022 Interfloat acquisition. Management has pivoted
from a "Scale-to-Survive" global strategy to a "Fortress India" approach to stop the cash drain.

* Revenue Drivers & Product Mix Shift: BRL has successfully shifted its production mix, with 2mm glass

now accounting for 55% of production (targeting 75-80% in FY26) to cater to the high-margin bifacial
module market.



* Antimony-Free Niche: The company continues to leverage its "World's First" antimony-free glass as a
premium ESG play for European and US export markets, though exports contracted by 19.25% this year.

* Cost Structure & Operational Leverage: Power and fuel remain primary margin killers (29.94% of revenue).
Management is aggressively moving toward a 65% renewable energy mix by Q2 FY26 (up from 27%) to de-
link the P&L from volatile grid pricing.

* Regulatory Dependency: The business model has shifted to being regulatory-dependent, relying on the 5-
year definitive Anti-Dumping Duty (ADD) on Chinese/Viethamese glass (May 2025) for the viability of the
Bharuch facility.

 Capacity & Expansion: Current India capacity stands at 1,000 TPD (6.5 GW equivalent). Management is
seeking a fresh [600 Cr fund-raise mandate for domestic brownfield expansion to capture the 90 GW Indian
module manufacturing tailwind.

» Geographical Presence: There is a significant structural shift; Domestic Revenue surged 26.53% to
[1,022.82 Cr, while Export Revenue contracted by 19.25% to [456.51 Cr.

2. MANAGEMENT COMMENTARY & OUTLOOK

» Management tone has shifted from defensive to vindicated, focusing heavily on their successful advocacy for
Anti-Dumping Duties (ADD).

» The company now positions itself as a strategic national asset protected by the state rather than a lean global
manufacturer.

» Management describes the GMB insolvency as a "difficult but prudent decision” to arrest losses and
reallocate focus to the Indian market.

« Bullish guidance on domestic volume is supported by the 24 GW solar installation in India in FY25 and a
projected 90 GW module capacity.

* Management expects pricing power and margins to improve in FY26 as the ADD provides a price floor
against Chinese competition.

« A fresh [500 Cr enabling resolution for fund-raising indicates that cash flow from operations remains
insufficient to fund growth and debt obligations independently.

 The appointment of Melwyn Moses as CEO (Dec 2024) suggests a professionalization of operations while the
Kheruka family focuses on policy advocacy.

« Strategy is now 100% tethered to Ministry of Finance policies; any dilution of ADD/BCD would immediately
threaten the viability of current expansions.

» Management Tone: Management has successfully pivoted the narrative from "We failed in Europe" to "We
are the champions of Indian Solar." They are using the GMB insolvency to "clean the slate" while
simultaneously asking for more capital to expand in a protected domestic market. However, the high
executive compensation and the unusual pay structure for non-executive directors during a period of massive
capital destruction in Europe suggest a governance culture that prioritizes promoter/insider stability over
minority shareholder returns. (Verdict: Opportunistically Defensive)

3. FINANCIAL ANALYSIS

3.1 Financial Statements

Source: Screener.in — all monetary values in  Crores. Use these numbers directly.



P&L Statement ((JCrores)

Line Item Mar 2025 Mar 2024
Sales - 1,476.00 1,371.00
Sales Growth % 7.66 53.87
Expenses - 1,418.00 1,313.00
Material Cost % - 28.97 26.44
Raw material cost 391.00 351.00
Change in inventory 37.00 12.00
Manufacturing Cost % 41.71 42.24
Employee Cost % 14.26 15.94
Other Cost % 11.12 11.13
Operating Profit 58.00 58.00
OPM % 4.00 4.00
Other Income - 34.00 50.00
Exceptional items 17.09 32.22
Other income normal 17.41 17.69
Interest 32.00 29.00
Depreciation 135.00 132.00
Profit before tax -74.00 -53.00
Tax % 17.00 -5.00
Net Profit - -87.00 -50.00
Profit from Associates 0.00 0.00
Minority share 17.00 3.00
Exceptional items AT 17.00 32.00
Profit excl Excep -104.00 -82.00
Profit for PE -83.00 -77.00
Profit for EPS -70.00 -47.00
Profit Growth % -8.00 -213.00
EPSinRs -5.25 -3.59

Dividend Payout % 0.00 0.00



Balance Sheet ((ICrores)

Line Item Mar 2025 Mar 2024
Equity Capital 13.00 13.00
Reserves 984.00 860.00
Borrowings - 252.00 576.00
Long term Borrowings 161.00 419.00
Short term Borrowings 89.00 152.00
Lease Liabilities 1.00 5.00
Other Borrowings 0.00 0.00
Other Liabilities - 205.00 235.00
Non controlling int 2.00 20.00
Trade Payables 71.00 83.00
Advance from Customers 31.00 8.00
Other liability items 101.00 124.00
Total Liabilities 1,454.00 1,684.00
Fixed Assets - 777.00 928.00
Land 20.29 20.01
Building 252.06 247.57
Plant Machinery 915.09 940.59
Equipments 21.80 22.88
Furniture n fittings 5.25 4.30
Vehicles 8.09 7.33
Intangible Assets 0.37 0.37
Other fixed assets 26.44 25.68
Gross Block 1,249.39 1,268.73
Accumulated Depreciation 472.60 340.24
CWIP 135.00 126.00
Investments 50.00 12.00
Other Assets - 493.00 618.00
Inventories 238.00 245.00
Trade receivables 129.00 123.00
Cash Equivalents 69.00 166.00
Loans n Advances 9.00 15.00
Other asset items 48.00 69.00

Total Assets 1,454.00 1,684.00



Cash Flow Statement (CICrores)

Line Item Mar 2025 Mar 2024
Cash from Operating Activity - 100.00 69.00
Profit from operations 76.00 89.00
Receivables 9.00 -13.00
Inventory 8.00 19.00
Payables 16.00 -7.00
Working capital changes 33.00 -1.00
Direct taxes -8.00 -20.00
Cash from Investing Activity - -142.00 -215.00
Fixed assets purchased -109.00 -217.00
Fixed assets sold 1.00 0.00
Investments purchased -313.00 0.00
Investments sold 294.00 0.00
Interest received 3.00 1.00
Dividends received 0.00 0.00
Invest in subsidiaries 0.00 0.00
Investment in group cos 0.00 0.00
Acquisition of companies -18.00 0.00
Other investing items 0.00 0.00
Cash from Financing Activity - -53.00 168.00
Proceeds from shares 191.00 1.00
Proceeds from borrowings 0.00 220.00
Repayment of borrowings -322.00 -66.00
Proceeds from deposits 0.00 0.00
Interest paid fin -41.00 -33.00
Dividends paid 0.00 0.00
Financial liabilities -3.00 -3.00
Other financing items 123.00 49.00

Net Cash Flow -95.00 21.00



Key Ratios ([JCrores)

Line Item Mar 2025 Mar 2024
Debtor Days 32.00 33.00
Inventory Days 203.00 247.00
Days Payable 61.00 84.00
Cash Conversion Cycle 174.00 196.00
Working Capital Days 34.00 28.00
ROCE % -4.00 -4.00

3.2 Financial Analysis Summary

* Revenue grew by 7.66% to [1,476.00 Cr, but this masks a significant geographical pivot where Domestic
Revenue surged 26.53% to [1,022.82 Cr while Export Revenue contracted by 19.25% to [456.51 Cr,
leading to a stagnant Operating Profit of [(68.00 Cr and a deteriorating Interest Coverage of -1.31.

» The company reported a Net Profit loss of -[87.00 Cr despite positive CFO of [100.00 Cr, a divergence
primarily driven by high non-cash Depreciation of [135.00 Cr (9.15% of Revenue) resulting from a
conservative 5-year useful life policy for melting furnaces.

» Operating Profit Margin (OPM) remained suppressed at 4.00% as Power & Fuel costs ([442.95 Cr)
consumed 29.94% of Revenue, although the company is attempting to mitigate this through a [(117.74 Cr
Investment in Clean Max Prithvi for captive renewable power.

* Total Debt was aggressively reduced from [576.00 Cr to [252.00 Cr, a deleveraging move funded by
[191.00 Cr in Proceeds from shares rather than internal accruals, which improved the Debt/Equity ratio to
0.25 but highlights a reliance on external capital for solvency.

» Working Capital efficiency showed mixed signals; while Inventory Days improved from 247 to 203, absolute
Inventories remain high at [238.00 Cr (16% of Revenue), and a strategic spike in raw material stock to
[73.59 Cr suggests anticipation of supply chain volatility.

» Trade Receivables of [129.00 Cr grew slower than Revenue (5.04% vs 7.66%), and with 84% of dues being
"Not Due," the quality of the asset side remains high, supporting the [9.00 Cr positive swing in Receivables
within the Cash Flow Statement.

» A sharp 288% increase in Advance from Customers to [B1.00 Cr on the Balance Sheet signals a robust
forward order book, providing a positive lead indicator for FY 2026 Revenue despite current year losses.

 Cash from Investing Activity of -[1142.00 Cr was dominated by [109.00 Cr in Fixed assets purchased,
while CWIP stands at [1135.00 Cr, indicating continued capacity expansion that has yet to translate into
positive ROE (-8.73%) or ROCE (-4.00%).

» Other Income of [B4.00 Cr included a [9.67 Cr non-cash reversal of contingent consideration for the
German acquisition, signaling that the European business is underperforming initial EBIT targets and
artificially cushioning the Profit before tax loss of -[74.00 Cr.

» The company faces significant off-balance sheet risk with EPCG Export Obligations of [180.90 Cr, which is
particularly concerning given the 19.25% decline in Export Revenue and the potential for customs duty
outflows if targets are missed.

* Finance Cost of [B2.00 Cr remains high relative to earnings, and with [74.88 Cr of Total Debt maturing in
the next 12 months, the company remains dependent on its [69.00 Cr Cash Equivalents and potential
further equity support.



» Governance risks are highlighted by the Auditor's Note regarding the lack of a database-level audit trail in
SAP and payroll software, creating a forensic risk for manual overrides that could impact the integrity of the
P&L Statement.

» Other Expenses were impacted by Freight Outward which increased by 20.82% YoY to [92.39 Cr,
significantly outpacing revenue growth and suggesting rising logistics costs or a shift to more distant domestic
customers.

* Legal & Professional expenses remain high at [18.33 Cr due to ongoing German litigation and claims
following the subsidiary insolvency.

» The dominant financial theme of the year is an equity-funded survival pivot, where the company has
sacrificed its international expansion and utilized shareholder capital to deleverage while domestic operations
remain cash-generative but accounting-loss-making due to high energy costs and aggressive depreciation.

3.3 Contingent Liabilities & Commitments

* EPCG Export Obligations: [180.90 Cr in unfulfilled export targets. Failure to meet these could result in
customs duty plus 15% interest penalties.

« Bank Guarantees: [49.38 Cr outstanding as of March 2025.

« Disputed Tax Liabilities: [13.13 Cr currently in appeal. A significant tax demand of [19.53 Cr for AY 2016-17
was quashed by the High Court, but the Supreme Court has directed a fresh review.

 Capital Commitments: [23.53 Cr committed for Property, Plant & Equipment (PPE).



3.9 Earnings Quality & Forensic Checks



# Check

1

PAT vs CFO trend

Receivables &

channel-stuffing signal

(receivables +
inventory build vs
revenue)

Revenue timing
(unbilled / contract
assets + deferred

revenue / advances)

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 consistency +
cash tax vs P&L tax

CWIP age and stalling

projects

Deferred tax asset

recognition adequacy

Impact

Profit 1 — non-cash
depreciation of [135.42 Cr
masks positive operational
cash generation of (100 Cr.

Revenue 1 — receivables

growth of 5% lags revenue
growth of 7.7%, indicating

healthy collections.

Revenue 1 — sharp 288%
spike in customer advances
signals a robust future order
book.

Neutral — minimal RPT
revenue ensures top-line
integrity and limited transfer
pricing risk.

Profit 1 — raw material spike of
85% suggests input cost
pressure or supply hedging.

Neutral — conservative
valuation of scrap at raw
material cost prevents artificial
margin inflation.

Profit 1+ — reversal of [9.67 Cr
contingent liability artificially
inflates other income non-cash.

Profit | — aggressive 5-year
life for furnaces suppresses
current PAT but improves future
quality.

Profit + — liability reversal of
[9.67 Cr masks the true extent
of core operational losses.

Profit | — cash tax paid
exceeds P&L tax credit,
indicating timing differences in
tax recognition.

Neutral — steady CWIP levels
indicate ongoing brownfield
expansion rather than stalled
capital projects.

Profit 11 — recognition of tax
credits depends on future
profitability of underperforming
European units.

Status

Evidence

PAT: -[87 Cr,
CFO: 100 Cr

Receivables:
[129 Cr; Sales:
(1,476 Cr

Advances: [B1 Cr
(FY25) vs [B Cr
(FY24)

Business Support
Income: [(2.53 Cr

RM: [73.6 Cr vs
[B9.7 Cr; Sales:
+7.7%

Scrap (cullet)
valued at RM
cost

Exceptional:
[17.09 Cr;
Reversal: [9.67
Cr

Depreciation:
(135 Cr (9.1% of
Sales)

Other Income:
[B4 Cr

P&L Tax: 17%;
Cash Tax: [8 Cr

CWIP: 135 Cr
(FY25) vs (126
Cr (FY24)

Net Loss: -[87 Cr

Notes Detail

Business is cash-generative;
loss is driven by heavy front-
loaded depreciation (Note 36).

Note 14.1: 84% of receivables
are "Not Due," confirming high
guality and no aggressive
booking.

Note 4.9: Revenue recognized
at point of shipment;
advances indicate strong
domestic demand pipeline.

Note 20.6: Promoters injected
(100 Cr via equity, showing
support through capital rather
than revenue.

Note 12: Finished goods
decreased, but raw material
build-up absorbed cash and
suggests volatility.

Note 4.4: Prudent policy
ensures waste is not
capitalized to overstate
inventory assets.

Note 23.1: Reversal due to
underperforming German
acquisition targets; signals
inorganic growth failure.

Note 4.2: Shorter useful life
than industry standard (10-15
years) creates a high non-
cash charge.

Note 23.1: Reversal of
acquisition-related liability is a
one-time gain, not repeatable
core income.

Note 40.3: Disputed tax
liabilities of [13.13 Cr in
appeal pose a lingering cash
outflow risk.

Note 4.16: Capital grants of
(60.44 Cr deducted from
asset costs, reducing future
depreciation base.

Note 23.1: Failure to meet
EBIT targets in Germany
guestions the recoverability of
related tax assets.



# Check Impact Status Evidence Notes Detail

Neutral — strategic investment Investment Note 8.1: Move to mitigate
\ :
RPT quantum and in associate aimed at reducing "Power & Fuel" costs, which
. . . g [17.74 Cr (Clean o
trend volatile power costs via captive Max Prithyi) are the largest margin diluter
ax Prithvi
renewable energy. (29.9% of sales).
Neutral — zero dividend payout Dividend: [D: Note 20.2: Equity proceeds
Dividend paid vs FCF is prudent given net losses and Y used to clear SBLC liabilities;
. O Debt Repayment:
adequacy heavy deleveraging (822 Cr cash preserved for debt
requirements. reduction.

Critical weakness; direct
Auditor Report database changes cannot be
p.236 verified, creating risk of
manual overrides.

Profit 11 — Database level
15  Audit Trail Integrity audit trail not available in SAP ad
ERP or Payroll software.

Profit | — [180.90 Cr EPCG Potential for future duty
16  Export Obligation Risk commitment vs declining export [ Note 40.5 penalties and interest if export
revenues (-19%). targets are not met.

4. MANAGEMENT & GOVERNANCE

A. Auditor Report & Key Audit Matters * Revenue Recognition: Auditor identified risks regarding the timing of
control transfer and Ind AS 115 compliance. Management responded by testing IT controls and sampling
shipping documents. * Audit Trail (Critical Weakness): The Auditor issued a modified comment on Internal
Financial Controls, noting that database-level audit trails were not available in the SAP ERP system and
were entirely absent in the payroll software. * Emphasis of Matter: The Auditor highlighted the insolvency
filing of the German subsidiary, GMB Glasmanufaktur Brandenburg GmbH, on July 04, 2025, indicating a
significant failure of the international expansion strategy.

B. Related Party Transactions

Amount

Relationship  Nature Concern
(Cn)
Clean Max . Strategic move to captive renewable power to
T Associate Investment 17.74 Cr
Prithvi hedge energy costs.
. L Preferential issue used to deleverage German
Promoter Group Promoters Equity Injection 100.00 Cr i
operations.

. . Business Support . . .

Borosil Limited Group Entity 2.53 Cr Neutral; routine service sharing.
Income
Kheruka Famil High dependency on promoter liquidity to bail
v Promoters Preferential Issue 100.00 Cr . . . Uiy g 4

Trusts out failing overseas assets.

C. Shareholding * Promoters: 61.65% (Unchanged YoY) * Flls: 4.88% * Dlls: 1.15% * Public: 32.32% *
Pledged Shares: 0.00%

D. Board Composition + KMP Compensation * Total Directors: 8 | Independent %: 50.00% | Women
Directors: 1 (Vanaja N. Sarna). * P. K. Kheruka (Executive Chairman): [5.20 Cr (8.97% of EBITDA). Salary
scale (40L-80L/month) allows for up to [8.60 Cr/annum, which is aggressive given the negative ROCE. * Sunil
Roongta (WTD & CFO): [1.10 Cr (29.41% YoY growth). Pay rose significantly despite consolidated losses and
subsidiary insolvency. * Ashok Jain (Transition): Moving from WTD to Non-Executive Director (Aug 2025).
Seeking special resolution for fixed monthly remuneration of [6.70 Lakhs plus car/driver, which is highly
unconventional for a non-executive role.



F. Capital Allocation & Capex

Action FY Current (Cr) FY Prior (Cr) % of CFO Signal
Capex (Fixed Assets) 109.00 Cr 217.00 Cr 109.00% ad
Equity Issuance 191.00 Cr 1.00 Cr 191.00% O
Net Debt Change -322.00 Cr 154.00 Cr -322.00% O
Interest Payments 41.00 Cr 33.00 Cr 41.00% O
Acquisitions 18.00 Cr 0.00 Cr 18.00% ad
Investments (Associate) 17.74 Cr 0.00 Cr 17.74% O

CAPEX Analytical Notes: * CFO Coverage of Capex: Ratio is 0.91x. The company cannot self-fund its capex
and interest obligations from operations. * Nature of Capex: Primarily Growth Capex ((1135.09 Cr in CWIP) for
capacity expansion in India. * Capex Deployment Efficiency: Revenue grew only 7.66% despite massive
historical capex, as the [915.09 Cr Plant & Machinery base is underutilized due to Chinese dumping. * Key
Takeaways: The [185.00 Cr used to settle German SBLC liabilities is a total loss of capital following the
GMB insolvency filing in July 2025.

H. Risks * Insolvency of GMB: German subsidiary filed for insolvency July 2025. Impact: Total write-off of
investment and loss of European revenue. (Severity: [DHigh) * EPCG Obligations: [180.90 Cr in unfulfilled
targets. Impact: Potential customs duty + 15% interest penalties if export decline continues. (Severity: [
High) * Energy Volatility: Power & Fuel costs at [4#42.95 Cr (30% of revenue). Impact: 10% hike in gas prices
wipes out 75% of Operating Profit. (Severity: (OHigh) * Audit Trail Failure: No database-level logs in SAP or
Payroll. Impact: Risk of undetected manual overrides in financial reporting. (Severity: [IMedium) * Chinese
Dumping: Predatory pricing from China/Vietnam. Impact: Decimation of OPM (stagnant at 4%) and loss of
pricing power. (Severity: [JHigh)

5. SCORECARD & VERDICT

Part A: Scorecard

Dimension Key Evidence One-line Rationale

Domestic Rev +26%,  Strong domestic demand and protectionism offset by

Business Quali 3 -
Quality OPM 4% high cyclicality and zero pricing power against China.
. . D/E 0.25x, Interest Balance sheet deleveraged via equity, but earnings
Financial Health 3 1 ] .
Coverage -1.31 cannot yet service debt from internal accruals.
. ) CFO > PAT, Audit Positive cash flow is overshadowed by critical audit trail
Earnings Quality 2 | . . I
Trail O failures and non-cash liability reversals.
Management & 2 . GMB Insolvency, Capital destruction in Europe and aggressive promoter
Governance KMP Pay compensation during losses signal poor alignment.
. ) Massive loss of capital in Germany and returns
Capital Allocation & ROCE -4%, GMB . . . .
. o 2 ! . currently below cost of capital despite high domestic
Earnings Visibility Write-off

visibility.

BUSINESS POSITIVES (for this company this year) * [1Strong Domestic Growth: Domestic revenue surged
26.53% to [1,022.82 Cr, capturing the Indian solar tailwind. * ODeleveraging: Total debt reduced by 56% to
(P52 Cr, significantly improving the Debt/Equity ratio to 0.25x. * [JOrder Book Visibility: Advance from
customers spiked 288% to [B1 Cr, indicating robust forward demand. * JCash Generative: Generated [100 Cr



in CFO despite accounting losses, proving the core business model produces cash. * (JStrategic Energy Pivot:
Investment of [17.74 Cr in captive renewable power to mitigate the 30% energy cost burden.

BUSINESS NEGATIVES | CONCERNS (for this company this year) * OiInternational Failure: Insolvency
filing of German subsidiary GMB marks a total loss of the [185 Cr SBLC settlement and European strategy. * [
Governance Red Flag: Auditor reported a lack of database-level audit trails in SAP and payroll systems, a
critical forensic risk. * [JRegulatory Dependency: Business viability is entirely dependent on the 5-year Anti-
Dumping Duty (ADD) protection. * [JExport Stress: Export revenue contracted by 19.25%, heightening the risk
of the [180.90 Cr EPCG obligation penalties. * DMargin Compression: OPM stagnant at 4% as Power & Fuel
costs consumed nearly 30% of total revenue.

OVERALL SCORECARD SUMMARY Borosil Renewables is in a state of fragile transition, having successfully
deleveraged its balance sheet through equity at the cost of a failed international expansion. While the business
is fundamentally cash-generative (CFO > PAT), the accounting losses and negative ROCE highlight a period of
value destruction. Governance is a primary concern due to critical audit trail weaknesses and high KMP
compensation during financial distress. The trajectory is "Stable but High-Risk," as the company is now a
protected domestic play whose survival depends entirely on continued government trade barriers.

Part B: Governance Check Matrix

# Check Status Evidence

1 Audit opinion clean? O Unqualified opinion (p.170).
Promoter pledge =

2 plecg ] 0.00% pledged.

0?

PAT is negative; KMP pay
KMP pay < 5% of . .
3 O remains high at [5.20 Cr for
PAT? .
Chairman.
RPT quantum < 5%

4 O 1.37% of revenue.
of revenue?

Board > 50%

5 . O 50% (4 of 8 directors).
independent?
At least 1 woman .

6 ) O Vanaja N. Sarna.
director?

No statutory dues .
7 . a No major defaults reported.
outstanding?

8 No fraud reported? O No fraud reported by auditors.
L No database-level logs in SAP
9 Audit trail enabled? ad
or Payroll (p.236).
Frequent Auditor
10 ] No frequent changes noted.
change

Final line: "Total: 8/10 0— Governance Rating: 2"
(Downgraded due to severity of Audit Trail and KMP pay
issues)

Part C: Investor Verdict

THESIS: A deleveraged, domestic-focused solar glass play that is a "geopolitical arbitrage” bet on Indian
protectionism. OVERALL STANCE: WATCH RATIONALE: While domestic demand is booming, the lack of an
audit trail and the total loss of capital in Europe require a period of operational stabilization before further



commitment. RE-EVALUATE WHEN: OPM crosses 10% OR the audit trail deficiency is rectified in the next
Annual Report. BULL CASE: Successful 2mm glass ramp-up to 80% of mix and 65% renewable energy
transition drives OPM to 12%+. BEAR CASE: Removal of Anti-Dumping Duty or a [180 Cr EPCG penalty wipes
out the current liquidity buffer. KEY MONITORABLE: Power & Fuel cost as % of Revenue: 29.9% - Watch for

<25%.

7. YEAR-OVER-YEAR ANALYSIS

7.1 Changes

Metric | Theme Summary A Status

Debt-funded global

Capital expansion (D/E 0.46x)
Allocation resulting in breached
financial covenants.
. OPM collapsed from 16% to
Margin . .
. 4% due to Chinese dumping
Trajectory )
and energy spikes.
Inventory liquidation (days
Working down to 247) was the
Capital primary driver of positive
CFO.
Offensive and ambitious,
Management focusing on "Scale-to-
Tone Survive" and global

consolidation.

Financial distress signaled
by covenant breaches and
high KMP pay during losses.

Governance &
Controls

7.2 Persistent Patterns

Summary B Status

Equity-funded deleveraging (D/
E 0.25x) following the
insolvency of the German
subsidiary.

OPM remains stagnant at 4%
despite a production shift
toward higher-margin 2mm
glass.

Customer advances spiked
288% ([B1 Cr), signaling a shift
toward a "pull" demand model
in India.

Defensive and vindicated,
focusing on "Fortress India"
and successful advocacy for
trade barriers.

Critical audit trail failures in
SAP and payroll systems
reported by auditors.

Forensic Takeaway

The company has pivoted from an
aggressive global growth strategy to a
shareholder-funded survival and
deleveraging phase.

Operational viability remains suppressed
by structural costs, indicating that the shift
to premium products has yet to offset
inflationary pressures.

Improving working capital efficiency and
customer prepayments are providing a
critical liquidity bridge while core
operations remain loss-making.

Leadership has abandoned its
international expansion thesis to embrace
a state-protected domestic monopoly
model.

Governance risks have transitioned from
external debt compliance issues to
internal concerns regarding the integrity of
financial reporting systems.

* Extreme Energy Sensitivity: Power and fuel costs consistently consume ~30% of revenue, acting as a
structural ceiling on operating margins across both periods.

» Aggressive Depreciation Policy: Management maintains a conservative 5-year useful life for furnaces,
which creates a persistent non-cash drag on PAT while masking positive cash generation.

* Negative ROCE: Massive capital deployment into Plant & Machinery has failed to generate returns above
the cost of capital for two consecutive years, resulting in ongoing value destruction.

* High KMP Remuneration vs. Performance: Executive compensation remains high (Chairman at [5.20 Cr)
even as the company reports net losses and oversees the total loss of capital in European assets.

» Heavy Regulatory Export Burden: The company carries a permanent risk of duty penalties due to
massive, unfulfilled EPCG export obligations ([180 Cr+), exacerbated by declining export revenues.

» Zero Promoter Pledge: The Kheruka family maintains a stable, unencumbered majority stake, signaling a
long-term commitment to the business despite financial volatility.

* Regulatory Dependency: The investment thesis remains a geopolitical call option, as the business is
entirely dependent on government-mandated Anti-Dumping Duties for its survival.



* Poor Earnings Quality: Bottom-line results are consistently skewed by non-recurring items, including
bargain purchase gains, insolvency recoveries, or liability reversals.
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