Carysil Ltd — FY 2024 Annual Report Analysis

Annual Report Analysis (Consolidated)

Investor Snapshot

# Analytical point Sentiment

Carysil maintains a dominant competitive position as a top 4 global quartz sink manufacturer,
leveraging a unique German technological moat and a 1 million unit capacity expansion.

Consolidated revenue grew 15.13% to (684 Cr, supported by 17.6% export growth and domestic
dealer network expansion to 3,200 touchpoints, despite global macroeconomic headwinds.

Operating margins face pressure as sales commissions spiked 294%, signaling an increasingly
expensive customer acquisition environment to maintain volume growth.

Reported PAT growth of 10% was significantly aided by 4.38 Cr in non-operating forex gains,
masking underlying operational pressures and subsidiary losses in the US and Germany.

Total debt escalated 35% to 298 Cr to fund aggressive expansion, with a concerning 61.5%
concentrated in short-term obligations, elevating refinancing and liquidity risks.

Cash Flow from Operations (CFO) at 58 Cr is insufficient to cover the 93 Cr capex program,
resulting in negative Free Cash Flow of - 35 Cr and necessitating a 125 Cr QIP.

Capital allocation is currently inefficient as high reinvestment in capacity and acquisitions has led to
moderating ROCE (17%) during the gestation phase of new assets.

Earnings quality is compromised by a massive working capital bloat, with inventory days ballooning
from 184 to 285 days, suggesting potential channel stuffing or slowing demand.

Governance risks are elevated due to promoter-centric compensation, with CMD pay alone reaching
9.65% of PAT, alongside high related-party transactions consuming 56.6% of CFO.

The company faces impairment risks regarding 36 Cr in Goodwill as overseas subsidiaries remain
loss-making, further straining the consolidated balance sheet.

The medium-term outlook depends on the successful integration of the appliances vertical and the
normalization of inventory levels to unlock trapped liquidity.

Stance: Watch; key monitorables include the reduction of inventory days below 210 and the transition to
positive Free Cash Flow generation.

1. Business overview (In Bullet Points)

» Business Segments: Carysil is transitioning from a specialized sink manufacturer to a comprehensive
"kitchen and bath lifestyle solutions provider." Key segments include Quartz Sinks (core), Stainless Steel
Sinks, Built-in Appliances (Tekcarysil), and high-end Bath Suites (Sternhagen).

* Revenue Drivers: Growth is primarily driven by export markets (79.31% of revenue) and a strategic shift
toward high-margin quartz products and luxury-tech appliances. Inorganic growth from the acquisitions of
Carysil Brassware and United Granite LLC significantly contributed to FY24 performance.

« Cost Drivers: Major costs include raw materials (quartz and resins), employee benefits (rising due to
international expansion), and logistics. Freight costs are a critical variable given the high export exposure.

* Industry Position: Carysil is one of only four global manufacturers using German technology for quartz sinks
and remains the only Asian company with this capability, providing a significant technological moat.



» Expansion Plans: The company is aggressively doubling Quartz sink capacity to 1 million units and Steel
sink capacity to 180,000 units over a three-year horizon.

» Acquisitions: Recent integrations include Carysil Brassware Limited (70% stake) and United Granite LLC
(100% stake), aimed at expanding the global footprint and product portfolio.

» Geographical Presence: While heavily export-dependent (US, UK, Germany), the company is expanding
into the Middle East (Dubai) and Eurasia (Turkey) while simultaneously doubling its domestic Indian dealer
network to 3,200.

2. Management commentary & outlook

» Management is pursuing a "Growth-at-all-Costs" strategy, aiming to capture a larger share of the global
"renovation wallet" through lifestyle branding.

» The company is pivoting toward a centralized international marketing approach, led by the promoter’s
daughter, to harmonize global brand messaging.

» A post-FY24 QIP of [125 Cr was executed to fund aggressive capacity scaling and working capital
requirements, indicating that organic cash flow is currently insufficient for the planned expansion.

» Management highlights a structural global shift toward quartz sinks (5.1% CAGR) over traditional steel (2%
CAGR) as a primary growth tailwind.

» The domestic strategy focuses on "premiumization” within the Indian real estate market, leveraging the
Sternhagen and Tekcarysil brands.

 Operational hurdles identified include the Red Sea crisis, which affects 30% of container traffic and poses a
threat to delivery timelines and freight margins.

» Overseas subsidiaries in Germany, the USA, and Dubai reported losses in FY24, with the UK entity remaining
the primary international profit contributor.

* Management Tone: The Chairman’s tone is highly optimistic and visionary, emphasizing "Inspiring Growth"
and "Amritkaal." However, this optimism is tempered by a visible gap between the narrative and operational
realities, such as the need for external equity (QIP) to fund basic working capital and the persistent losses in
new international territories. The tone suggests a management team that is aggressive on expansion but
currently prioritizing scale and promoter-centric control over immediate minority shareholder returns or self-
funded growth.



3. Financial analysis

3.1 Financial statements

P&L statement ((JCr)

Line item Mar 2024 Mar 2023
Sales 684 594
Sales Growth % 15.13 22.73
Expenses 553 484
Material Cost % 32.45 43.57
Raw material cost 250 249
Change in inventory -28 10
Manufacturing Cost % 24.55 16.93
Employee Cost % 8.86 7.59
Other Cost % 15.01 13.48
Operating Profit 131 110
OPM % 19 18
Other Income 5 2
Exceptional items 0.15 0.09
Other income normal 5.19 1.50
Interest 23 17
Depreciation 32 26
Profit before tax 81 68
Tax % 28 22
Net Profit 58 53
Minority share 0 0
Exceptional items AT 0 0
Profit excl Excep 58 53
Profit for PE 58 52
Profit for EPS 58 52
Profit Growth % 10 -19
EPS (O 21.59 19.58

Dividend Payout % 9 10



Balance sheet ([ICr)

Line item Mar 2024 Mar 2023
Equity Capital 5 5
Reserves 349 298
Borrowings 312 235
Long term Borrowings 115 78
Short term Borrowings 184 143
Lease Liabilities 14 14
Other Borrowings 0 0
Other Liabilities 178 174
Non controlling int 4 4
Trade Payables 87 78
Advance from Customers 2 1
Other liability items 85 90
Total Liabilities 845 712
Fixed Assets 404 328
Land 50 41
Building 100 82
Plant Machinery 124 98
Equipments 103 98
Furniture n fittings 21 18
Vehicles 12 8
Intangible Assets 156 103
Other fixed assets 6 3
Gross Block 572 451
Accumulated Depreciation 168 123
CWIP 10 14
Investments 0 0
Other Assets 430 371
Inventories 173 131
Trade receivables 138 103
Cash Equivalents 13 12
Loans n Advances 64 60
Other asset items 42 65

Total Assets 845 712



Cash flow statement ((ICr)

Line item Mar 2024 Mar 2023
Cash from Operating Activity 58 71
Profit from operations 137 111
Receivables -34 -5
Inventory -43 -26
Payables 10 0
Other WC items 7 6
Working capital changes -59 -26
Direct taxes -19 -14
Cash from Investing Activity -102 -136
Fixed assets purchased -93 -58
Fixed assets sold 1 0
Investments purchased -10 -79
Interest received 0 1
Invest in subsidiaries 0 0
Acquisition of companies 0 0
Other investing items 0 0
Cash from Financing Activity 48 64
Proceeds from shares 0 0
Proceeds from borrowings 77 84
Repayment of borrowings 0 0
Interest paid fin -21 -14
Dividends paid -6 -3
Financial liabilities -3 -2
Other financing items 0 0
Net Cash Flow 5 -1
Key ratios
Line item Mar 2024 Mar 2023
Debtor Days 74 63
Inventory Days 285 184
Days Payable 143 111
Cash Conversion Cycle 216 137
Working Capital Days 25 19

ROCE % 17 18



3.2 Financial analysis summary

* Revenue grew by 15.13% to 684.00 Cr, primarily fueled by a 17.62% surge in Export Sales (542.28 Cr) which
now constitute 79.31% of the total top line, though this growth is heavily reliant on inorganic contributions
from acquisitions.

* Despite top-line growth, Cash from Operating Activity (CFO) deteriorated from 71.00 Cr to 58.00 Cr, as
Working Capital changes absorbed 59.00 Cr, driven by Inventories and Trade Receivables growing at 32.63%
and 33.71% respectively—more than double the rate of Revenue growth.

» Operating Profit margins improved slightly to 19.00%, but value leaked at the Net Profit level (8.48% margin)
due to a 35.29% spike in Finance Cost (23.00 Cr) linked to the expansion of Total Debt to 312.00 Cr on the
Balance Sheet.

- Employee Benefit Expenses surged 34.32% to 60.25 Cr, significantly outstripping Revenue growth,
reflecting the integration of new international subsidiaries and a 46.20% increase in base salaries.

» Other Expenses include a massive 294% increase in Sales Commission to 6.83 Cr, signaling aggressive
incentive structures to capture market share, while Manufacturing: Other Expenses remains a large, opaque
bucket at 46.16 Cr.

» The Cash Conversion Cycle worsened significantly from 137 days to 216 days, primarily due to Inventory
Days ballooning to 285 days, linked to a 55.4% jump in Stock-in-trade (46.64 Cr) for newly acquired
distribution entities.

* Fixed Assets increased to 404.00 Cr following a 93.00 Cr Capex outlay, while Intangible Assets rose to
156.00 Cr due to 35.91 Cr in Goodwill from acquisitions, increasing the risk of future impairment charges.

* Total Debt rose to 312.00 Cr, resulting in a Debt/Equity ratio of 0.88, with 61.5% of borrowings being short-
term (184.00 Cr), indicating high refinancing risk and sensitivity to interest rate cycles.

 Other Income of 5.00 Cr was largely driven by a 4.38 Cr gain on foreign currency fluctuations, suggesting
that the 10% Net Profit growth is partially supported by non-operating, volatile items.

« Capital Allocation efficiency is under pressure as FCF turned negative at -35.00 Cr, meaning the company is
no longer self-funding its Capex and acquisitions, necessitating 77.00 Cr in new Proceeds from borrowings.

* ROCE moderated to 17.00% from 18.00% as the Total Assets base expanded faster than EBIT, while Asset
Turnover remains low at 0.81X, suggesting the company is still in a gestation phase for its recent capital
deployments.

* Related Party Transactions show a 37.2% increase in material purchases from Acrycol Minerals (20.79 Cr),
representing nearly 10% of total raw material consumption, which warrants monitoring for arm's length
pricing.

» Other Assets saw a sharp drop in "Other Advances" from 19.15 Cr to 1.41 Cr, suggesting a cleanup of
miscellaneous balance sheet items likely related to the settlement of acquisition-related bridge entries.

« Other Liabilities similarly decreased from 16.99 Cr to 2.02 Cr, reflecting the settlement of prior period
obligations.

» The dominant financial theme of the year is acquisition-led growth and aggressive capacity expansion
that has triggered a severe working capital bloat and negative free cash flow, leaving the company
increasingly dependent on external debt and equity to sustain operations.

3.3 Contingent liabilities & commitments

- Litigation/Other Matters: Contingent liabilities are negligible at [0.45 Cr (up from zero in FY23), suggesting
low immediate risk from pending litigations or tax disputes.



 Capital Commitments: Not explicitly disclosed as a standalone figure in the AR; however, Capital Work-in-
Progress (CWIP) stands at [10.46 Cr, with 85.9% being fresh projects (< 1 year), indicating ongoing organic
capacity expansion.



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

10 Tax rate consistency

1 CWIP age and
stalling projects

12 Deferred tax asset
recognition
RPT quantum and

13
trend

14 Dividend paid vs
FCF adequacy

15 Auditor Confirmation
Uncertainty
Goodwill Impairment

16

Risk

Impact

Profit | — earnings overstate cash; [59 Cr

working capital build-up drags CFO below
PAT.

Revenue 11 — channel stuffing risk;

receivables and inventory grew 33% vs sales

15%.

Neutral — revenue recognized at point-of-

time; customer advances remain negligible

at [2 Cr.

Neutral — revenue is primarily external;
related party focus is on the procurement
side.

Profit | — inventory growth 2.1x revenue

growth; indicates potential obsolescence or

slow demand.

Profit 1 — overhead absorption risk;
inventory valuation includes overheads
which inflates profit during builds.

Profit 1 — non-operating gains; [(4.38 Cr
forex gain inflates PAT from non-core
activities.

Profit 11 — inconsistent depreciation
methods; SLM and WDV mix complicates
capital intensity comparison.

Profit | — credit risk rising; bad debt
provisions doubled, signaling deteriorating
collection quality.

Profit 1 — non-cash tax accounting; P&L tax
expense exceeds cash tax paid by (2.2 Cr.

Neutral — organic expansion active; 86% of
CWIP is fresh, indicating no stalled projects.

Neutral — no significant DTA concerns; tax

rate remains within standard corporate
range.

Profit | — margin leakage risk; purchases

from associate Acrycol Minerals increased by

37%.

Profit | — negative FCF; dividends paid

despite negative free cash flow after heavy

capex.

Neutral — uncertainty in third-party

balances; balances for receivables/payables

subject to confirmation.

Profit | — potential for future write-downs;
[B5.91 Cr Goodwill from overseas units
reporting losses.

Status

Notes detail

CFO matches PAT but shows zero
growth despite 10% PAT increase.

Note 8 & 9: Combined build-up of [¥7 Cr
suggests aggressive volume pushing.

Note 1.3.k: Point in time transfer;
expected value method used for returns.

Note 21: Revenue driven by global
demand; RPTs not significant in sales.

Note 8: Stock-in-trade jumped 55%,
suggesting shift to trading or stocking
acquisitions.

Note 1.3.f: Policy includes "appropriate
value of overheads" in inventory
valuation.

Note 22: Jump in other income primarily
due to foreign currency fluctuations.

Note 1.3.c: Uses SLM for buildings/plant
and WDV for other asset classes.

Note 28: Provisions increased 114%
despite receivables ageing appearing
mostly current.

Note 12: Net tax asset position suggests
timing differences boosting reported
liquidity.

Note 2: Majority of CWIP is less than
one year old.

Note 12: Tax rate normalized after a
lower effective rate in previous year.

Note 36: Associate purchases represent
9.7% of total raw material consumption.

Dividends of [6 Cr paid while total debt
increased by [77 Cr.

Note 39.k: Introduces degree of
uncertainty regarding exactness of third-
party reconciliations.

Note 4: Significant portion of asset base
is now intangible and dependent on
future synergies.



4. Management & governance

A. Auditor report & key audit matters

 Audit Opinion: Unqualified.

* KAM 1: Revenue Recognition: Auditor focused on the "expected value method" for returns and discounts,
which involves significant management judgment. Risk of overstatement if estimates for incentives are
aggressive.

* KAM 2: Acquisition Accounting: Scrutiny of the valuation of Goodwill (35.91 Cr) and Intangible Assets
(156.00 Cir) following the acquisition of United Granite LLC and Carysil Brassware. Auditor assessed the
Purchase Price Allocation (PPA) and impairment testing.

» Other Matter: Auditor noted that balances for Trade Receivables, Payables, and Loans are "subject to
confirmations," introducing uncertainty regarding third-party reconciliations.

 Audit Trail: Auditor confirmed the "Audit Trail" (edit log) feature in SAP was enabled and operated throughout
the year without tampering.

» Going Concern: No material uncertainty identified.

B. Related party transactions

Party Relationship Nature Amount (JOCr) Concern

Acrycol Minerals Ltd Associate Purchase of Materials 20.79 Cr  High Dependency (9.7% of RM)
Chirag Parekh Chairman & MD Remuneration 5.60 Cr Aggressive Hike (16.67% YoY)
Marcus J Smyth KMP (UK CEO) Remuneration 3.90 Cr High Absolute Quantum
Ashwanilla Charitable Trust ~ KMP-linked Entity =~ CSR Expenditure 1.11 Cr  Potential Tunneling

Chirag Parekh Chairman & MD Outstanding Payable 1.25 Cr  Liquidity Favoritism

RPT Verdict: Governance Concern ** The ratio of RPTs to CFO is an extreme 56.6%**, indicating that over
half of operating cash flow is consumed by related party purchases and KMP compensation. This, combined with
the promotion of the CMD's daughter and a special resolution to bypass statutory pay caps, indicates a
promoter-centric culture.

C. Shareholding

* Promoter: 43.90% (Unchanged YoY)

* FIl: 4.86% (Unchanged YoY)

* DII: 0.00%

* Public: 51.24%

* Promoter Pledged Shares: 0.00%

* CMD Holding: Mr. Chirag Parekh holds 30.38% of the share capital.

D. Board composition + KMP compensation

* Total Directors: 8 (75% Independent; 2 Women Directors).

* KMP Compensation vs. EBITDA: Total KMP remuneration (10.95 Cr) grew 16.61%, largely in line with
EBITDA growth of 19.09%.



* Family Compensation: CMD remuneration (5.60 Cr) is 9.65% of Net Profit, significantly above the 5% mid-
cap threshold. The board is seeking a special resolution to allow CMD pay to exceed [5 Cr or 2.5% of Net
Profits.

* Nepotism: Appointment of Ms. Rhea Parekh (daughter of CMD) as VP - International Marketing with
remuneration of [D.44 Cr plus incentives.

F. Capital allocation & capex

Action FY current (CJCr) FY prior (OCr) % of CFO

Capex 93.00 Cr 58.00 Cr 160.34% —
Dividends 6.00 Cr 3.00 Cr 10.34% —

Net Debt Change 77.00 Cr 85.00 Cr 132.76% Concern
Working Capital Investment 59.00 Cr 26.00 Cr 101.72% —

CAPEX Analytical Notes: * CFO Coverage of Capex: 0.62x. A significant funding gap of 35 Cr exists, bridged
by debt. * Nature of Capex: Primarily growth-oriented; focused on doubling Quartz sink capacity to 1 Million
units. * Deployment Efficiency: Revenue grew 15.13% while Gross Block grew 26.8%, indicating a temporary
drop in asset turnover. * Key Takeaways: The 35.91 Cr Goodwill places high pressure on overseas
subsidiaries; any impairment would significantly hit net worth.

H. Risks

* Inventory Bloat: Inventory days surged from 184 to 285 days. Impact: Massive liquidity trap and risk of
obsolescence. (Severity: High)

* Forex Exposure: 79.31% of revenue is from exports. Impact: 100 bps move impacts PBT by 2.98 Cr.
(Severity: High)

* Red Sea Crisis: Shipping crisis affecting 30% of container traffic. Impact: Increased freight costs and
delivery delays. (Severity: High)

» Leverage Risk: Total Debt rose 35% to 298.21 Cr; D/E at 0.84. Impact: Interest coverage under pressure
(4.52x). (Severity: Medium)

 Acquisition Integration: 156 Cr in Intangibles/Goodwill. Impact: Underperformance in overseas units could
trigger massive impairments. (Severity: Medium)



5. Scorecard & verdict

Part a: scorecard

Dimension Key evidence One-line rationale

Top 4 global quartz player; Strong niche manufacturing position with high
Business quality 4 - P+ . Py g ) gp g

German tech moat. export barriers to entry.

. . D/E 0.84x; FCF -[B5 Cr; Aggressive debt-funded expansion has strained

Financial health 2 ! L

Interest +35%. liquidity and coverage.

. . CFO < PAT (adj); Inventory  Significant working capital bloat and non-

Earnings quality 2 ! . L

growth 2x Revenue. operating forex gains inflate PAT.
Management & 5 . KMP pay 9.6% of PAT, Promoter-centric pay and family appointments
governance RPT/CFO 56.6%. outweigh independent board structure.
Capital allocation & High reinvestment in capacity, but returns are

3 > Capex 93 Cr; ROCE 17%.

earnings visibility currently moderating during gestation.

Business positives (for this company this year) * Revenue Growth: Achieved 15.13% top-line growth to
(684 Cr despite global macro headwinds. * Market Leadership: Maintained position as one of the top 4 global
quartz sink manufacturers with a unique technological moat. * Capacity Expansion: Successfully on track to
double Quartz sink capacity to 1 million units, positioning for structural global demand shifts. * Domestic
Traction: Doubled dealer network to 3,200 to capitalize on Indian "premiumization” trends. * Logistics
Management: Export freight costs dropped 24.7% despite higher volumes, showing some efficiency in shipping.

Business negatives | concerns (for this company this year) * Working Capital Stress: Inventory days
ballooned to 285 days, with total working capital absorbing [59 Cr of cash. * Negative Free Cash Flow: FCF
turned negative at -[B5 Cr, forcing reliance on [77 Cr of new debt and a (125 Cr QIP. * Governance Flags:
KMP remuneration ((1.0.95 Cr) is high, with CMD pay seeking to bypass statutory limits despite subsidiary
losses. * Channel Stuffing Risk: Receivables (+33.7%) and Inventory (+32.6%) grew at double the rate of
Revenue (+15.1%). * Subsidiary Underperformance: Overseas units in the US, Germany, and Dubai are
currently loss-making, dragging on consolidated PAT.

Overall scorecard summary Carysil presents a dichotomy of a high-quality manufacturing business coupled
with weakening financial discipline and promoter-centric governance. While the company is successfully scaling
its global footprint and capacity, this growth is currently inefficient, characterized by a massive working capital
bloat and negative free cash flow. The governance posture is deteriorating, evidenced by aggressive promoter
compensation and high related-party transactions relative to cash flow. Consequently, the business is on a
stable but high-risk trajectory, where the manufacturing moat is being tested by poor capital allocation and a
heavy reliance on external funding.



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: 2" (Rating downgraded due to the severity of KMP pay and RPT/
CFO ratio).

Part c: investor verdict

Thesis: A high-moat global quartz sink leader undergoing an aggressive, debt-funded transition into a lifestyle
brand, currently marred by poor working capital management and promoter-centric governance.

Overall stance: Watch

Rationale: The underlying business moat is strong, but the current "growth-at-all-costs" phase has destroyed
free cash flow and increased financial risk. Re-evaluate when: Inventory days drop below 200 and FCF turns
positive. BULL CASE: Successful integration of appliances and US/UK subsidiaries leads to 25%+ PAT growth
and ROCE expansion to 20%+. BEAR CASE: Continued inventory bloat and high interest costs lead to a
liquidity crunch, necessitating further dilutive equity raises. Key monitorable: Inventory Days: 285 - Watch
threshold: 210.



7. Year-over-year analysis

7.1 Changes

Metric / theme Summary a status
Organic focus; achieved 1M
unit capacity milestone with
[68 Cr capex.

Capital
Allocation

8,000% spike in "Other

Working Capital ~ Advances" ([(29.08 Cr)

Anomalies suggesting potential cash

diversion.

PAT fell 19% due to
Margin disappearance of forex gains
Trajectory and 33% rise in employee

costs.

Total Debt grew 60% to
Leverage &

[220.86 Cr; Interest
Solvency

Coverage at 8.82x.

Aggressive scaling; CMD
Management :

pay rose 43% despite a
Tone

sharp decline in net profit.

7.2 Persistent patterns

Summary b status

Inorganic focus; (93 Cr
capex driven by UK/US
acquisitions and "Smart Tap"
integration.

"Other Advances" cleaned
up ([1.41 Cr), but Inventory
days ballooned from 184 to
285 days.

PAT grew 10% but was
heavily supported by [4.38
Cr in non-operating forex
gains.

Total Debt rose to [812.00
Cr; Interest Coverage
deteriorated to 5.00x.

"Growth-at-all-costs";
seeking special resolutions
to bypass statutory pay caps
for the CMD.

Forensic takeaway

The strategy has shifted from internal
capacity building to high-risk inorganic
expansion, resulting in a surge of Goodwill to
(156 Cr.

Forensic risk has migrated from unexplained
advances to massive inventory bloat and
potential channel stuffing as receivables
growth doubled revenue growth.

Core operational profitability remains under
pressure as rising finance costs and
employee expenses offset the benefits of
increased scale.

Rapid debt accumulation to fund negative
free cash flow has significantly weakened
the solvency profile and increased
refinancing risk.

Management has transitioned into a posture
that prioritizes promoter-centric
compensation and family appointments over
minority shareholder alignment.

* Promoter-Centric Compensation: KMP and CMD remuneration consistently outpaces profit growth,
with management repeatedly seeking to exceed statutory limits regardless of bottom-line

performance.

« Strained Free Cash Flow: The company’s aggressive investment cycle (Capex and Acquisitions)
consistently exceeds organic cash generation, resulting in persistent negative FCF and reliance on

external debt/equity.

* High Export Vulnerability: The business remains structurally dependent on exports (70-80% of revenue),
leaving margins perpetually exposed to global freight volatility and forex fluctuations.

* Related Party Dependency: Significant material procurement from Acrycol Minerals (KMP-linked)
persists, with RPT volumes and KMP pay consuming a disproportionately high percentage (34-56%)

of Operating Cash Flow.

* Inventory Inefficiency: Inventory levels remain structurally high and continue to grow faster than sales,
trapping liquidity and increasing the risk of obsolescence.

 Audit Uncertainty: Both periods highlight "subject to confirmation” status for third-party balances, indicating
a persistent lack of rigorous reconciliation for receivables and payables.
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