Carysil Ltd — FY 2023 Annual Report Analysis

Annual Report Analysis (Consolidated)

Investor Snapshot

# Analytical point Sentiment

Carysil has achieved global manufacturing scale with a 1,000,000-unit capacity, positioning it as a Top
4 global player in the niche Quartz sink market with a 71% export mix.

Revenue grew 22.73% YoY to [594 Cr, driven by strategic UK acquisitions and resilient export
demand despite global macro headwinds and destocking cycles.

Operating margins faced pressure as employee costs surged 33.5%, although a 48.96% reduction in
export freight costs ( 25.35 Cr) provided a necessary operational cushion.

Net Profit declined 19% to 53 Cr, impacted by a 2.41 Cr forex loss and higher interest outgo,
reflecting a disconnect between top-line expansion and bottom-line realization.

Total Debt surged 60.9% to 220.86 Cr to fund inorganic growth, weakening the Debt/Equity ratio to
0.73x and reducing Interest Coverage to 5x.

Cash Flow from Operations improved to (71 Cr (1.34x PAT), allowing the company to pivot to a
positive Free Cash Flow of [13 Cr from a negative [25 Cr in the prior year.

Aggressive capital allocation toward acquisitions has resulted in a sharp dilution of ROCE from 27%
to 18% and the accumulation of 103 Cr in Goodwill, raising impairment risks.

Earnings quality is compromised by a 25.3% increase in inventory—outpacing sales growth—and a
suspicious 8,000% spike in "Other Advances" to 29.08 Cr.

Governance concerns are high as KMP remuneration rose 55.9% ( 9.51 Cr) despite falling profits, with
KMP pay now representing a significant 18% of PAT.

High Related Party Transaction (RPT) leakage, with RPT/CFO at 34%, and management seeking
resolutions to exceed statutory pay caps for the CMD, signal promoter-centric risks.

The outlook depends on the successful integration of "Smart Tap" technology from the UK and the recovery
of ROCE above 22% through India-sourcing synergies.

Investment View: Watch; while the business moat is structurally strong, the stance remains cautious pending
the reduction of "Other Advances" and improved alignment of promoter pay with minority interests.

1. Business overview (In Bullet Points)

» Business Segments & Evolution: Carysil is transitioning from a niche "Quartz Sink" manufacturer into a
"Full-Suite Kitchen & Bath Lifestyle" brand. The company operates in the Quartz Sinks, Stainless Steel Sinks,
Kitchen Appliances (hobs, hoods, ovens), and Bath Fittings (Sternhagen brand) segments.

* Revenue Drivers: Exports remain the primary driver, accounting for 71% of turnover (serving 55+
countries). Revenue is heavily influenced by global housing starts and "destocking” cycles in the US and
Europe.

« Cost Drivers: Key costs include raw materials (quartz and resins), employee benefits, and power/fuel.
Export Freight and Insurance is a significant variable cost, which saw a 48.96% reduction in FY23 due to
cooling global container rates.



* Industry Position: Reaching a capacity of 1,000,000 Quartz sinks p.a. establishes Carysil as a global Tier-1
player (Top 4 globally). It is the only Asian player utilizing proprietary German technology.

« Expansion Plans & Capacity: The company achieved the 1 million unit milestone in FY23. Future focus is
on utilization and the introduction of Physical Vapor Deposition (PVD) technology for high-margin metallic
finish sinks.

» Acquisitions & Synergy: Acquired 70% of The Tap Factory Limited (UK), providing "Instant Boiling Water"
tap technology. This allows Carysil to "India-source" high-tech products to expand margins. Other acquisitions
include Carysil Surfaces Limited and Tickford Orange Limited.

» Geographical Presence: Strong export footprint in 55+ countries; domestic presence supported by 3,100+
dealers and 85+ galleries, shifting toward "Experience Centers."

2. Management commentary & outlook

» Management is aggressively pursuing a "growth-at-all-costs" strategy, transitioning the corporate identity from
Acrysil to Carysil to build premium brand equity.

 Explicit admission of a "destocking" period during the year which impacted volumes, suggesting a correction
of the inventory bloat seen in FY22.

* Inorganic growth strategy is focused on acquiring "Technical Expertise" (e.g., Smart Tap technology) rather
than just revenue addition, with plans to move assembly to India for cost efficiencies.

» The appointment of design experts to the Board signals a long-term vision to differentiate through design-led
premiumization (Waltz Workstation series).

* Management highlights the achievement of the 1 million unit capacity milestone as a structural moat for
global procurement and manufacturing.

 Guidance suggests a focus on higher-margin products like PVD sinks and integrated kitchen solutions to
insulate the business from the cyclicality of the basic sink market.

 Operational shifts toward PNG and Solar energy (meeting 10% of needs) are framed as ESG wins but serve
as critical cost-protection moves against volatile fuel prices.

* Management Tone: The tone is aggressively expansionary and confident in the company's global scale, yet
operationally cautious regarding global macro headwinds. There is a clear "promoter-centric" lean in
compensation and capital allocation, as evidenced by the request for special resolutions to exceed statutory
pay caps despite falling profits. The verdict is a management team that is highly ambitious and execution-
oriented but maintains a governance posture that prioritizes promoter interests alongside corporate growth.



3. Financial analysis

3.1 Financial statements

P&L statement ((JCr)

Line item Mar 2023 Mar 2022
Sales 594 484
Sales Growth % 22.73 56.24
Expenses 484 379
Material Cost % 43.57 37.03
Raw material cost 249 217
Change in inventory 10 -38
Manufacturing Cost % 16.93 16.72
Employee Cost % 7.59 6.98
Other Cost % 13.48 17.65
Operating Profit 110 105
OPM % 18 22
Other Income 2 10
Exceptional items 0.09 0.54
Other income normal 1.50 9.53
Interest 17 11
Depreciation 26 18
Profit before tax 68 86
Tax % 22 24
Net Profit 53 65
Minority share 0 0
Exceptional items AT 0 0
Profit excl Excep 53 65
Profit for PE 52 64
Profit for EPS 52 65
Profit Growth % -19 65
EPS (O 19.58 24.26

Dividend Payout % 10 10



Balance sheet ([ICr)

Line item Mar 2023 Mar 2022
Equity Capital 5 5
Reserves 298 248
Borrowings 235 150
Long term Borrowings 78 39
Short term Borrowings 143 99
Lease Liabilities 14 13
Other Borrowings 0 0
Other Liabilities 174 150
Non controlling int 4 3
Trade Payables 78 79
Advance from Customers 1 2
Other liability items 90 65
Total Liabilities 712 553
Fixed Assets 328 206
Land 41 33
Building 82 64
Plant Machinery 98 77
Equipments 98 87
Furniture n fittings 18 11
Vehicles 8 6
Intangible Assets 103 24
Other fixed assets 3 3
Gross Block 451 305
Accumulated Depreciation 123 98
CWIP 14 21
Investments 0 0
Other Assets 371 326
Inventories 131 104
Trade receivables 103 100
Cash Equivalents 12 11
Loans n Advances 60 52
Other asset items 65 58

Total Assets 712 553



Cash flow statement ((ICr)

Line item Mar 2023 Mar 2022
Cash from Operating Activity 71 52
Profit from operations 111 116
Receivables -5 -7
Inventory -26 -50
Payables 0 38
Other WC items 6 -26
Working capital changes -26 -46
Direct taxes -14 -19
Cash from Investing Activity -136 -73
Fixed assets purchased -58 -77
Fixed assets sold 0 4
Investments purchased -79 0
Interest received 1 1
Invest in subsidiaries 0 0
Acquisition of companies 0 0
Other investing items 0 0
Cash from Financing Activity 64 18
Proceeds from shares 0 0
Proceeds from borrowings 84 36
Repayment of borrowings 0 0
Interest paid fin -14 -10
Dividends paid -3 -6
Financial liabilities -2 -2
Other financing items 0 0
Net Cash Flow -1 -2
Key ratios
Line item Mar 2023 Mar 2022
Debtor Days 63 76
Inventory Days 184 212
Days Payable 111 162
Cash Conversion Cycle 137 126
Working Capital Days 19 40

ROCE % 18 27



3.2 Financial analysis summary

* Revenue grew by 22.73% to [594.00 Cr, primarily driven by Export Sales which constitute 77.63% of the
total, bolstered by the inorganic acquisition of Carysil Surfaces Limited and Tickford Orange Limited in the
UK.

* OPM % contracted from 22.00% to 18.00% as Employee Cost % rose to 7.59%, significantly outpacing sales
growth due to a 72.46% surge in Directors' Remuneration ([8.32 Cr) and the integration of UK-based staff.

* Net Profit declined by 19.00% to [53.00 Cr, heavily impacted by a swing in Other Income from a [8.46 Cr
forex gain in FY22 to a [2.41 Cr Loss on Foreign Currency Fluctuation in FY23.

* Finance Cost surged 51.41% to [17.00 Cr as Total Debt on the Balance Sheet climbed to [235.00 Cr to fund
acquisitions and capacity expansion, leading to a deterioration in Interest Coverage from 8.82x to 5.00x.

» Working Capital management saw Inventory grow 25.27% to [131.00 Cr, slightly faster than Revenue, while
Other Assets were impacted by a massive, unexplained spike in "Other Advances" from [0.35 Cr to [29.08
Cr, acting as a significant cash drag.

 Trade Receivables remained efficient at [103.00 Cr despite higher sales, improving Debtor Days to 63.00,
which helped CFO rise to [¥1.00 Cr from [52.00 Cr, achieving a strong CFO/PAT conversion of 1.34.

» Cash from Investing Activity showed a heavy outflow of [136.00 Cr, driven by [58.00 Cr in Fixed Assets
purchases and [79.00 Cr in Investments related to the UK subsidiaries, causing Intangible Assets (Goodwill)
to jump from [24.00 Cr to [103.00 Cr on the Balance Sheet.

* ROCE % diluted sharply from 27.00% to 18.00% and ROE fell to 17.49%, signaling that the aggressive
capital deployment into acquisitions and Gross Block (up [146.00 Cr) has not yet translated into proportional
bottom-line growth.

* Total Debt increased by 60.9% YoY, raising the Debt/Equity ratio to 0.78, with Short term Borrowings of
[143.00 Cr and Long term Borrowings of [78.00 Cr creating high exposure to floating interest rates.

» Other Expenses included a significant [B2.61 Cr in "Other Manufacturing Expenses", which lacks a detailed
breakdown and represents a growing 5.5% of Revenue, potentially masking operational inefficiencies.

* FCF turned positive at [13.00 Cr compared to -[25.00 Cr in the previous year, as the reduction in Capex
intensity ((568.00 Cr vs [77.00 Cr) and improved CFO allowed the business to self-fund its maintenance
requirements, though not its total acquisition spend.

» Other Assets were pressured by a [29.08 Cr spike in "Other Advances" (up from [0.35 Cr), representing a
significant unexplained cash outflow; Other Liabilities also spiked to [17.00 Cr from [0.20 Cr, indicating high
non-operational accruals.

» The dominant financial theme of the year is aggressive inorganic expansion and capacity building
funded by high-cost debt, which has successfully scaled the Revenue base but led to temporary PAT
compression and a significant dilution of return ratios (ROCE/ROE).

3.3 Contingent liabilities & commitments

 Tax Disputes: Contingent liabilities for GST and Income Tax matters were resolved or settled during the year,
with the balance dropping to zero from [1.03 Cr in the previous year.

» Guarantees/Liens: The company has [1.49 Cr of bank deposits under lien against credit facilities, restricting
immediate liquidity.

 Capital Commitments: While specific future capital commitment figures were not explicitly totaled, the
company continues to integrate UK acquisitions which may require further working capital support.

 Other: Unclaimed dividends of [D.06 Cr are outstanding and due for transfer to the Investor Education and
Protection Fund.



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
consistency

1 CWIP age and
stalling projects

12 Deferred tax asset
recognition
RPT quantum and

13
trend

14 Dividend paid vs
FCF adequacy

15 Unexplained
Advances Spike
Divergence in

16

Revenue vs PAT

17

Impact

Profit | — earnings overstate cash; (26 Cr
working capital drag limits CFO to 1.3x PAT.

Revenue 11 — channel stuffing risk;
combined receivables and inventory grew
24% vs 22.7% sales.

Revenue | — slowing order momentum;

customer advances dropped 30% indicating a

weakening forward order book.

Neutral — low manipulation risk; RPT sales

not significant, focus is on material
procurement.

Profit | — margin pressure; inventory grew
25.3% vs sales 22.7%, increasing carrying

costs and obsolescence.

Neutral — consistent accounting; weighted

average cost method applied consistently
across both reporting periods.

Profit 1 — non-core boost; small exceptional

gain of [0.09 Cr included in PBT.

Profit 1 — aggressive accounting; mixed
WDV/SLM usage and [103 Cr intangible
assets lack amortization.

Profit 1 — non-cash gain; ESOP expense

reduction of [2.2 Cr artificially supported the

bottom line.

Neutral — tax alignment; effective tax rate of
22% matches statutory expectations and cash

outflows.

Neutral — project conversion; CWIP

decreased as assets were capitalized into the

gross block.

Neutral — conservative reporting; no

aggressive DTA recognition noted to offset

current tax hits.

Profit | — cash siphoning risk; KMP

remuneration rose 56% despite a 19% drop in

PAT.

Profit | — liquidity strain; (B Cr dividend paid
despite negative FCF after [136 Cr investing.

Profit | — potential cash leakage; "Other
Advances" grew by over 8,000% without
detailed breakdown.

Profit { — margin erosion; PAT fell 19% while

Revenue grew 22.7%.

Status

Notes detail

CFO improved but remains pressured
by inventory and "Other Advances"
spike.

Receivables flat, but inventory growth
outpaces sales, suggesting potential
stock-piling.

Note 19: Point-in-time recognition used,
decreasing advances signal lower
upfront commitments.

Note 36: Reliance on associate for raw
materials decreased from [24.61 Cr.

Note 8: Raw material stock surged
285% ([44 Cr vs [11 Cr) for UK entities.

No change in valuation policy; obsolete
stock write-down triggers are not
specifically disclosed.

Minimal impact on overall earnings
quality; core operations drive the P&L.

Note 1.3.c/d: Goodwill not amortized;
shift in asset mix makes YoY
comparison difficult.

Note 1.3.0: Lower vesting charges
provided a tailwind to PAT despite
operating headwinds.

Note 12/37: P&L tax charge and cash
tax paid are broadly in sync.

Fixed assets grew from (206 Cr to [B28
Cr, indicating successful project
commissioning.

No significant red flags in deferred tax
movements relative to PBT.

Note 36: Directors' pay outpaced
revenue growth; RPT payables to
Acrycol also increased.

Dividends funded by debt (borrowings
up [85 Cr) rather than organic cash
generation.

Represents 41% of CFO; highly unusual
spike suggesting non-core cash
diversion.

Driven by disappearance of forex gains
and 33.5% rise in employee costs.



# Check Impact Status Notes detail

Neutral — high leverage; Total Debt grew Company is becoming significantly more
Debt vs Revenue . .
Growth 60.9%, far outstripping revenue growth of leveraged to sustain its growth
W
22.7%. trajectory.

4. Management & governance

A. Auditor Report & Key Audit Matters * Audit Opinion: Unqualified. * KAM 1: Revenue Recognition: Focused
on timing and the "expected value method" for incentives. Management maintains controls over dispatch and
validates historical accuracy of estimates. * KAM 2: Acquisition Accounting: Scrutinized the valuation of
Carysil Surfaces and Tickford Orange, specifically intangible assets and goodwill. Management used external
experts for purchase price allocation. * Other Matters: Minor delays in interest payments to MSME suppliers
([D.04 Cr). No material uncertainty regarding going concern. Title deeds for all immovable properties are held in
the name of the Group.

B. Related Party Transactions | Party | Relationship | Nature | Amount (CICr) | Concern | | :=-- | === | === | =1 | === |
| Acrycol Minerals Ltd | Associate | Purchase of Materials | 15.16 Cr | High Dependency (6.5% of material
cost) | | Chirag Parekh | Chairman & MD | Remuneration | 4.80 Cr | Aggressive Hike (42.86% YoY) | | Marcus J
Smyth | Director | Remuneration | 3.73 Cr | Disproportionate Growth (153.74% YoY) | | Ashwanilla Charitable
Trust | KMP-linked Entity | CSR Expenditure | 0.59 Cr | Potential Tunneling | | Acrycol Minerals Ltd | Associate |
Outstanding Payables | 2.61 Cr | Working Capital Stretch |

* % of Revenue: 4.09% (Within 10% threshold).

* % of CFO: 34.20% (High cash leakage risk; over one-third of operating cash flow is consumed by
related party volume and KMP pay.)

« Analytical Note: While material sourcing from Acrycol decreased from [24.61 Cr to [15.16 Cr, outstanding
payables to them increased from [0.86 Cr to [2.61 Cr, signaling a stretch in the payment cycle to favor the
associate's liquidity.

C. Shareholding * Promoter: 43.90% * Fll: 4.86% * DIlI: 0.00% * Public: 51.24% * Promoter Pledged Shares:
0.00%

D. Board Composition + KMP Compensation * Total Directors: 6 (83.33% Independent; 1 Woman Director). *
KMP Compensation: Aggregate KMP remuneration rose 55.9% ([9.51 Cr vs [6.10 Cr), while consolidated
EBITDA grew only 4.76%. * CMD Pay: Chirag A. Parekh (son of late founder Ashwin M. Parekh) received [4.80
Cr, a 42.86% increase, while Net Profit declined 19.06%. * Governance Signal: Management is seeking a
special resolution to allow CMD pay to exceed [5 Cr or 2.5% of Net Profits, suggesting a decoupling of pay from
performance.

F. Capital Allocation & Capex | Action | FY current (OCr) | FY prior (OCr) | % of CFO | Signal | | :--- | ---: | === | ---:

| :--- | | Capex | 58.00 Cr | 77.00 Cr | 81.69% | Positive | | Dividends | 3.00 Cr | 6.00 Cr | 4.23% | — | | Net Debt
Change | 85.00 Cr | 43.00 Cr | 119.72% | Concern | | Working Capital Investment | 26.00 Cr | 46.00 Cr | 36.62%
| — | | Interest Payments | 14.00 Cr | 10.00 Cr | 19.72% | — | | Investments (Financial) | 79.00 Cr | 0.00 Cr |
111.27% | — |

« CAPEX Analytical Notes:

- CFO Coverage of Capex: 1.22x. CFO ([71.00 Cr) covered maintenance capex (58.00 Cr) but not total
investment including acquisitions.

> Nature of Capex: Growth-oriented; focused on PVD technology and UK acquisition integration.

- Deployment Efficiency: Revenue grew 22.73% following the [77.00 Cr capex in FY22, showing a lag in
asset turnover.



- Key Takeaways: The 1.0 million unit capacity milestone is operational, but the 8,000% spike in "Other
Advances" ([29.08 Cr) suggests capital diversion.

H. Risks * Forex Volatility (High): 77.63% of revenue is from exports; swing from [8.46 Cr gain to [2.41 Cr loss.
100bps move impacts PBT by [2.21 Cr. * Leverage Risk (High): Total debt grew 60.9% to [220.86 Cr; Debt-to-
Equity rose to 0.73. Interest sensitivity is [2.21 Cr per 100bps. * Unexplained Advances (High): "Other
Advances" jumped from [0.35 Cr to [29.08 Cr, representing 41% of CFO. Potential cash leakage. * Inventory
Bloat (Medium): Inventory (up 25.3%) outpaced revenue growth. Raw materials spiked 285%, risking
obsolescence if demand cools. * KMP Pay Disparity (Medium): KMP pay rose 55.9% while Net Profit fell
19.1%, misaligning management with shareholders.

5. Scorecard & verdict

Part a: scorecard

Dimension Key evidence One-line rationale
) ) 1M unit capacity; 71% exports; Strong global scale and niche tech moat,
Business quality 4 - . -
proprietary tech. but cyclical export dependency.
. . D/E 0.78x; Interest Coverage 5x; Aggressive leverage for acquisitions has
Financial health 3 ! .
Debt +60.9%. weakened solvency and coverage ratios.
CFO > PAT but "Other Advances" Significant forensic red flags in
Earnings quality 2 ! spike [29 Cr; Inventory > Sales unexplained advances and inventory
growth. build.
Management & 5 . KMP pay +55.9% vs PAT -19%; Promoter-centric compensation and high
governance High RPT/CFO. RPT leakage risk are major concerns.
Capital allocation & 3 ROCE fell 27% to 18%; Goodwill Heavy reinvestment in acquisitions yet to
earnings visibility - 103 Cr. yield proportional returns.

Business positives (for this company this year) * Global Scale Achievement: Reached 1,000,000 unit
capacity in Quartz sinks, positioning as a Top 4 global player. * Revenue Growth: Achieved 22.73% Sales
growth ([594 Cr) despite global macro headwinds and destocking. * Strategic Acquisition: Acquired The Tap
Factory (UK), gaining high-margin "Smart Tap" technology for India-sourcing. * Operational Efficiency: Export
Freight costs dropped 48.96% ([25.35 Cr), providing a significant margin cushion. * Positive FCF: Generated
(13.00 Cr FCF (up from -[25 Cr) as CFO improved to [71 Cr.

Business negatives | concerns (for this company this year) * Governance Red Flag: "Other Advances"
spiked 8,000% to [29.08 Cr without detailed explanation, suggesting cash leakage. * Profit Compression: Net
Profit fell 19% ([53 Cr) due to forex losses and a 33.5% surge in employee costs. * Compensation Disparity:
KMP remuneration rose 55.9% ([9.51 Cr) in a year where PAT declined significantly. * Rising Leverage: Total
Debt increased 60.9% to [220.86 Cr, diluting ROCE from 27% to 18%. * Inventory Stress: Inventory grew
25.3%, outpacing sales growth, with raw material stock surging 285%.

Overall scorecard summary Carysil is in a high-growth transition phase, successfully achieving global
manufacturing scale and expanding its product portfolio through strategic UK acquisitions. However, this growth
has come at the cost of significantly weakened financial health, with debt levels rising 60% and return ratios
(ROCE) diluting sharply. The most concerning aspect is the deteriorating governance posture, marked by a
massive spike in unexplained advances and a sharp increase in promoter compensation despite falling profits.
While the business trajectory is improving in terms of market reach and technology, the investment quality is
currently stable-to-weakening due to these governance and leverage overhangs.



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: 2
Part c: investor verdict

Thesis: Carysil is a global scale-play on premium kitchen lifestyle products, currently sacrificing short-term
margins and governance standards to fund aggressive inorganic expansion.

Overall stance: Watch

Rationale: Strong business moat and revenue growth are offset by high leverage, forensic red flags in "Other
Advances," and poor alignment between promoter pay and minority shareholder returns. Re-evaluate when:
Other Advances reduce below [5 Cr and ROCE recovers above 22%. BULL CASE: Successful integration of UK
acquisitions and India-sourcing of Tap technology drives OPM back to 22%+, leading to a 30% PAT CAGR.
BEAR CASE: Continued global destocking and high interest rates lead to an interest coverage crisis (<3x) and
potential write-offs of unexplained advances. Key monitorable: Other Advances: [29.08 Cr — Watch for
reduction to <[5 Cr.



7. Year-over-year analysis

7.1 Changes

Metric / theme
Margin

Trajectory

Capital
Allocation

Working Capital
Anomalies

Leverage &
Solvency

Management
Tone

Summary a status

22% OPM; 27% ROCE;
PAT grew 55%.

Organic focus; reached
1M unit capacity; Capex
of (Y7 Cr.

Massive inventory build-
up (91% growth) and
trapped GST credits.

Total Debt (150 Cr; D/E
0.59x; Interest Coverage
8.82x.

Aggressive growth; CMD
pay rose 68% while
median pay fell.

7.2 Persistent patterns

Summary b status

18% OPM; 18% ROCE;
PAT declined 19%.

Inorganic focus; acquired
UK entities; Total
investment of (136 Cr.

"Other Advances" spiked
8,000% (29 Cr) and raw
material stock rose 285%.

Total Debt [235 Cr; D/E
0.78x; Interest Coverage
5.00x.

"Growth-at-all-costs"; KMP
pay rose 56% despite 19%
PAT drop.

Forensic takeaway

Aggressive expansion and rising employee costs
have triggered a sharp dilution in return ratios and
operating profitability.

The strategy has shifted toward high-cost
inorganic growth, resulting in a significant jump in
Goodwill to (103 Cr and increased balance sheet
complexity.

While inventory days slightly moderated, the
unexplained surge in "Other Advances"
represents a major new forensic risk regarding
cash diversion.

Rapid debt accumulation to fund acquisitions has
weakened the solvency profile and increased the
company's vulnerability to interest rate hikes.

Management has transitioned from aggressive
scaling to a governance posture that prioritizes
promoter compensation regardless of bottom-line
performance.

* Inventory Bloat: Inventory levels remain structurally high (212 days in A, 184 days in B), consistently
growing alongside or faster than sales and trapping significant liquidity.

* Promoter-Centric Compensation: KMP and CMD remuneration consistently outpaces profit growth or
increases even during profit contractions, sighaling a persistent misalignment with minority

shareholders.

» High Export Vulnerability: The business remains heavily dependent on exports (70%+ of revenue),
leaving margins perpetually exposed to global container rates and forex fluctuations.

* Related Party Dependency: Significant material procurement from Acrycol Minerals (KMP-influenced)
persists, with RPT volumes consuming a disproportionately high percentage of Operating Cash Flow.

« Strained Free Cash Flow: The company’s heavy investment cycle (Capex and Acquisitions) consistently
outstrips organic cash generation, necessitating a continuous reliance on external debt.

* Forensic Red Flags in Other Assets: Both periods exhibit "trapped" or "diverted" cash signals, moving from
high GST receivables in Summary A to unexplained "Other Advances" in Summary B.
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