Adani Ports & Special Economic Zone Ltd — FY 2025 Annual Report Analysis

Annual Report Analysis (Consolidated)

Investor Snapshot

# Analytical point Sentiment
Dominant market position as India’s "Logistics Toll-Booth" with a widening moat, supported by 56% Positive
"tied-in" cargo volumes and the strategic commissioning of the Vizhinjam transshipment hub.

Revenue increased 14.09% YoY to [B0,475 Cr, successfully driven by inorganic contributions from Positive
Sitiv
Gopalpur Port and Astro Offshore integrations.
Operational efficiency is industry-leading with EBITDA margins expanding to 64.25%, reflecting Positi
ositive
significant scale benefits and high operational leverage.
Net Profit of (11,061 Cr is underpinned by a robust interest coverage ratio of 6.15x, indicating a Positive
itivi
significantly reduced financial risk profile.
Balance sheet strength improved with Debt/Equity moderating to 0.83x, as a surge in reserves to Positive
[61,837 Cr comfortably supports aggressive M&A activity.
Cash flow generation is exceptional, with CFO at (17,226 Cr (1.56x PAT) and Free Cash Flow of [9,228 Positive
Cr, providing full self-funding capacity for organic growth.
Capital allocation shows signs of inefficiency with 478.56 Cr of CWIP aged over 3 years, posing risks Negative
v
of future impairments or capitalized cost overruns. g
Earnings quality is dampened by aggressive revenue recognition, evidenced by a 194% surge in Negative
Contract Assets to 560 Cr, indicating income booked ahead of billing rights. 4
Governance remains stable at 8/10, yet Related Party Transactions warrant scrutiny as loans to Joint Neutral
Ventures jumped 4x to 806.72 Cr, representing 12.76% of revenue.
Long-term asset integrity is threatened by climate vulnerability at 4 flagship ports, potentially Negative
iV
necessitating significant future "stay-in-business" capex to mitigate sea-level rise. :
Outlook is bolstered by the transition to an integrated "Logistics Utility" model, with ROCE at 14% Positive
currently exceeding the cost of debt.
Investment View: ACCUMULATE; key monitorables include Net Debt/EBITDA exceeding 3.0x and the Positive
itivi

growth rate of Contract Assets relative to total revenue.

1. Business overview (In Bullet Points)

» Business Segments: Transitioned from a "landlord port operator” to a "Global Integrated Transport Utility,"
integrating 15 domestic ports with 12 Multi-Modal Logistics Parks (MMLPs), 132 rakes, and a new Trucking
Management Solution (TMS).

* Revenue Drivers: Growth is heavily driven by inorganic expansion, including the acquisition of Gopalpur
Ports (95%), Astro Offshore (80%), and Tanzania Gateway Terminal (95%).

« Cost Drivers: Major costs include manufacturing/operating expenses (27.14% of sales), employee costs
(6.60%), and significant depreciation/interest from a heavy asset base.

* Industry Position: Dominant Indian port operator with a balanced East-West coast footprint; commissioned
India’s first automated transshipment port at Vizhinjam to challenge regional hubs like Colombo.



» Expansion Plans: Aggressive "Port Gate to Customer Gate" strategy; expanding international presence in
Tanzania, Colombo, and Haifa; focusing on the Southeast Asia—India—Middle East—Africa corridor.

» Acquisitions: Recent major acquisitions include Gopalpur Port and Astro Offshore (115 vessels), diversifying
revenue into Tier-1 EPC, Oil & Gas, and Renewables.

 Capacity Additions: Significant capital deployment in Vizhinjam and Gopalpur; CWIP stands at [11,706.00
Cr, reflecting massive ongoing capacity building.

» Segment Performance: 56% of volumes are now from "tied-in" customers under "take-or-pay" style
arrangements, providing a buffer against global trade volatility.

» Geographical Presence: Achieved parity across both Indian coasts, mitigating regional disruptions and
aligning with India’s "Friend-shoring" geopolitical policies.

2. Management commentary & outlook

* Management has shifted the narrative from defensive liquidity preservation in FY24 to aggressive ecosystem
dominance and "Global Integrated Transport Utility" status.

» The "Port Gate to Customer Gate" model aims to capture a higher share of the logistics wallet by reducing
dependence on third-party providers through owned MMLPs and trucking solutions.

« Strategic focus is on "cargo stickiness," with a goal to increase the percentage of "tied-in" customers beyond
the current 56% to ensure long-term volume predictability.

» The commissioning of the Vizhinjam transshipment hub is viewed as a catalyst to capture 15-20% of Indian
cargo currently transshipped at international ports.

* Management is professionalizing leadership, highlighted by the role of CEO Ashwani Gupta, while
maintaining the Adani family’s high-execution cultural DNA.

e The group is targeting Net Zero by 2040, implementing an Internal Carbon Pricing (ICP) of USD 20/tCO2e to
factor environmental costs into project conceptualization.

* Management identifies climate change (sea-level rise) at Mundra, Dhamra, Hazira, and Krishnapatnam as a
primary long-term risk requiring significant adaptation capex.

« International strategy is focused on "geographic de-risking," though management acknowledges exposure to
global trade fragmentation and regulatory shifts.

* The long-term vision involves building a "closed-loop" logistics system where APSEZ owns the entire value
chain from marine services to final delivery.

* Management Tone: The tone has transitioned from "cautiously optimistic" to "highly confident," signaling that
the prior year's liquidity crisis is resolved. There is a renewed appetite for large-scale, debt-funded domestic
infrastructure projects, characterized by a "national champion" sentiment and a focus on regaining Fll trust
through improved transparency (LAST bullet point).



3. Financial analysis

3.1 Financial statements

P&L statement ((JCr)

Line item Mar 2025 Mar 2024
Sales 30,475 26,711
Sales Growth % 14.09 28.10
Expenses 12,335 11,121
Material Cost % 0 0
Raw material cost 0 0
Manufacturing Cost % 27.14 27.24
Employee Cost % 6.60 7.11
Other Cost % 6.73 7.29
Operating Profit 18,141 15,589
OPM % 60 58
Other Income 1,800 671
Exceptional items 362 -820
Other income normal 1,438 1,491
Interest 2,532 2,733
Depreciation 4,379 3,888
Profit before tax 13,030 9,639
Tax % 15 16
Net Profit 11,061 8,104
Profit from Associates 0 0
Minority share 31 7
Exceptional items AT 300 -762
Profit excl Excep 10,761 8,866
Profit for PE 10,792 8,873
Profit for EPS 11,092 8,111
Profit Growth % 22 41
EPS (O 51.35 37.55

Dividend Payout % 14 16



Balance sheet ([ICr)



Line item

Equity Capital
Reserves

Borrowings

Long term Borrowings
Short term Borrowings
Lease Liabilities
Preference Capital
Other Borrowings
Other Liabilities

Non controlling int

Trade Payables

Advance from Customers

Other liability items
Total Liabilities
Fixed Assets
Land

Building

Plant Machinery
Ships Vessels
Equipments
Computers
Furniture n fittings
Railway sidings
Vehicles
Intangible Assets
Other fixed assets

Gross Block

Accumulated Depreciation

CwIP

Investments

Other Assets

Inventories

Trade receivables

Receivables over 6m

Receivables under 6m

Prov for Doubtful

Mar 2025

432
61,837
51,621
35,831

9,979
5,644
316
-149
19,553
2,538
2,720

753

13,541

133,443
89,616
16,092
12,596
23,469
7,297

773

268

291

4,084
2,686
14,893
28,767
111,215
21,599
11,706
4,659
27,461
522
4,432
954
3,678

-200

Mar 2024

432
52,346
49,470
37,663

8,616
3,024
304
-137
14,751
1,598
1,912

885

10,355

116,999
75,148
12,567
11,552
19,193
5,016

583

193

282

3,612
2,359
13,467
24,181
93,006
17,858
10,936
4,289
26,627
438
3,667
524
3,338

-195



Line item Mar 2025 Mar 2024

Cash Equivalents 6,606 7,632
Loans n Advances 251 274
Other asset items 15,650 14,616

Total Assets 133,443 116,999



Cash flow statement ((ICr)

Line item Mar 2025 Mar 2024
Cash from Operating Activity 17,226 15,018
Profit from operations 19,062 16,299
Receivables -451 -330
Inventory -37 8
Payables 88 -620
Loans Advances 0 0
Other WC items 30 932
Working capital changes -370 -10
Direct taxes -1,465 -1,272
Cash from Investing Activity -9,788 -6,947
Fixed assets purchased -8,049 -7,416
Fixed assets sold 51 27
Investments purchased -71 -114
Investments sold 0 3,305
Interest received 611 969
Dividends received 256 214
Investment in group cos 0 -419
Redemp n Canc of Shares 249 248
Acquisition of companies -5,400 -3,102
Inter corporate deposits 0 0
Other investing items 2,567 -658
Cash from Financing Activity -6,916 -7,800
Proceeds from shares 0 0
Redemption of debentures 0 0
Proceeds from borrowings 3,913 1,930
Repayment of borrowings -6,774 -6,059
Proceeds from deposits 0 0
Interest paid fin -2,578 -2,809
Dividends paid -1,336 -1,080
Financial liabilities -282 -48
Other financing items 142 265
Net Cash Flow 523 271
Free Cash Flow 9,228 7,628

CFO/OP 103 104



Key ratios

Line item Mar 2025 Mar 2024
Debtor Days 53 50
Inventory Days 0 0
Days Payable 0 0
Cash Conversion Cycle 53 50
Working Capital Days -114 -101
ROCE % 14 13

3.2 Financial analysis summary

* Revenue grew by 14.09% to [B0,475.00 Cr, significantly driven by inorganic expansion including the
acquisition of Gopalpur Ports (95%), Astro Offshore (80%), and Tanzania Gateway Terminal (95%), while
Operating Profit margins expanded to 60.00% from 58.00% YoY.

* Net Profit increased by 36.49% to [11,061.00 Cr, supported by a 22.00% growth in Profit for EPS to
[11,092.00 Cr, although quality is nuanced by revenue recognition policies where "Take-or-Pay" charges
allow booking revenue without physical cargo movement.

» Trade Receivables rose to [4,432.00 Cr, with Debtor Days increasing to 53.00; the group acts as a financier
to certain customers with interest rates of 7.50% to 10.00%, potentially distorting the core nature of these
balances.

» Contract Assets surged by 194.28% to [560.28 Cr, indicating a growing lag between performance and billing
rights, which contributed to the -[f451.00 Cr Receivables drag on CFO in the Cash Flow Statement.

* Fixed Assets (Net Block) expanded to [89,616.00 Cr, fueled by [8,049.00 Cr in Capex, while [105.60 Cr of
Finance Cost was capitalized, masking the full interest burden on the P&L Statement.

* CWIP remains high at [11,706.00 Cr, with [478.56 Cr of project balances stuck for over 3 years, posing a risk
of future impairments if project viability shifts.

* Total Debt (Borrowings) reached [51,621.00 Cr, but the Debt / Equity ratio improved to 0.83 due to a robust
increase in Reserves to [61,837.00 Cr; Interest Coverage also strengthened to 6.15x from 4.53x YoY.

« Lease Liabilities nearly doubled to [5,644.00 Cr, driven by [2,630.95 Cr in new ROU asset additions
(primarily land), representing significant long-term quasi-debt commitments.

» Cash from Operating Activity (CFO) of [17,226.00 Cr remains exceptionally strong, representing 1.56x Net
Profit, which comfortably funded the [8,049.00 Cr Capex and [5,400.00 Cr in Acquisition of companies,
resulting in a positive Free Cash Flow of [9,228.00 Cr.

» Other Income (Normal) of [1,438.00 Cr and Exceptional items of [(B62.00 Cr boosted Profit before tax, while
the use of "Cash Flow Hedge Accounting” parks forex losses on debt in OCI rather than the P&L Statement,
smoothing reported earnings.

* ROCE improved to 14.00% and ROE reached 17.76%, signaling that the massive Total Assets base of
[133,443.00 Cr is being utilized more efficiently despite the heavy capital reinvestment rate (Capex / CFO) of
46.73%.

 Related Party Transactions show a 4x surge in Loans to Joint Venture Entities to [806.72 Cr, indicating the
parent is increasingly funding the working capital and capex of JV partners.

» Other Assets are impacted by [1,669.14 Cr locked in "Balances with Government Authorities" (GST/VAT),
representing a 38% YoY increase and a significant liquidity drag; Other Liabilities are influenced by Non-



Cumulative Redeemable Preference Shares (classified as financial liabilities) which carry fixed dividends and
high redemption premiums.

» The dominant financial theme of the year is the aggressive transition to an asset-heavy "Logistics Utility"
model, where robust CFO and EBITDA margins are being recycled into inorganic growth and massive Capex,
maintaining balance sheet stability through high cash conversion despite rising quasi-debt (leases) and JV
funding commitments.

3.3 Contingent liabilities & commitments

 Capital Commitments: CWIP stands at [11,592.19 Cr, with Capital Advances (Land & Others) at [1,758.60
Cr.

» Tax Disputes & Litigation: Disputed Receivables total [151.60 Cr. Balances with Government Authorities
(GST/VAT/Customs) of [1,669.14 Cr are currently locked in the tax ecosystem.

» Guarantees & Pledges: Margin Money Pledged as of Mar 2025 is [1,285.44 Cr, representing 19.4% of total
cash.

« Land Title Risks: 1,093.53 hectares of reclaimed land are pending registration, creating legal hurdles for
valuation and asset transferability.



3.9 Earnings quality & forensic checks



# Check

1 PAT vs CFO trend

Receivables &
2 channel-stuffing
signal

Revenue timing
3 (unbilled / contract
assets)

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 adequacy
RPT quantum and

13
trend

14 Dividend paid vs FCF
adequacy

15 Goodwill Impairment
Risk
Capitalized

16

Borrowing Costs

17

Impact

Profit 1 — cash conversion remains strong;

CFO of [17,226 Cr exceeds Net Profit of
(11,061 Cr.

Revenue 11 — receivables growth of 20.8%
outpaces sales growth of 14.1%, increasing

liquidity risk.

Revenue 1 — aggressive recognition;
contract assets surged 194% indicating
revenue recognized before billing rights.

Profit 11 — consolidation risk; de facto control
of <50% entities allows full top-line inclusion.

Neutral — inventory is immaterial for service

sector; growth of (84 Cr has negligible
impact.

Neutral — no change in valuation policy;

consistently valued at lower of cost or NRV.

Profit 1 — non-recurring gain; £B62 Cr
exceptional item boosts PBT by
approximately 2.8%.

Profit 1 — margin expansion; [51.90 Cr
depreciation allocated to CWIP reduces
immediate P&L expense.

Profit 1 — low impact; provision for doubtful
debts increased slightly, no major reversal

noted.

Profit 1 — lower tax outflow; effective tax rate

of 15% is below statutory norms.

Profit 1 — expense deferral; [478.56 Cr in
CWIP aged >3 years avoids depreciation/

impairment hits.

Neutral — no significant DTA concerns; tax
recoverable assets decreased from previous

year.

Profit 11 — funding risk; loans to JVs

increased 4, indicating parent support for

ventures.

Neutral — sustainable payouts; 1,336 Cr

dividend well covered by [9,228 Cr Free
Cash Flow.

Profit + — subjectivity in DCF models;
[77,093.59 Cr in Goodwill is sensitive to
discount rates.

Profit 1 — interest expense diverted; [105.60

Cr capitalized instead of expensed.

Status

Notes detail

CFO/OP ratio at 103% indicates high
quality of earnings and effective cash
collection.

Debtor days increased from 50 to 53;
disputed receivables stand at [151.60
Cr.

Note 2.3(e) "Take-or-Pay" charges
allow revenue recognition without
physical cargo movement.

Auditor highlights judgment in
consolidating entities where ownership
is below 50%.

Inventory represents only 1.7% of
annual sales; typical for port
operations.

Standard cost/NRV policy applied
consistently across both reporting
periods.

Profit excluding exceptional items is
(10,761 Cr compared to reported PAT
of (11,061 Cr.

Note 2.3(j) allows slower amortization if
concession periods are extended (e.g.,
Wandh terminal).

No significant provision reversals used
to inflate the current year's bottom line.

Cash tax paid (1,465 Cr) is lower than
P&L tax provision (approx [1,969 Cr).

Note 3(e) confirms long-dated
balances; risk of capitalizing operating
inefficiencies.

Reduction in tax recoverables
suggests utilization against current tax
liabilities.

Significant increase in financial support

to joint ventures like aictpl and Adani
Total.

Dividend payout ratio of 14% is
conservative relative to cash
generation capacity.

Auditor KAM flags sensitivity of 5-year
forecasts in volatile trade
environments.

Masks true interest burden on P&L
during construction phases.



# Check Impact Status Notes detail

Designating liabilities to hedge forecast

Hedge Accounting Profit 11 — forex volatility bypassed P&L; ) )

. ) sales smoothes P&L but risks equity
(oCl) losses parked in OCI (Equity). hits
Liquidity Drag (Govt Neutral — cash locked in tax ecosystem; Represents a significant liquidity drag
Balances) 38% YoY increase in GST/VAT balances. on available operational cash.

4. Management & governance

A. Auditor Report & Key Audit Matters * Audit Opinion Type: Unqualified. * KAM 1: Impairment of Goodwill &
Non-financial Assets: Auditor flagged the valuation of [7,093.59 Cr in Goodwill. The concern centers on the
subjectivity of Discounted Cash Flow (DCF) models, specifically the sensitivity of 5-year forecasts to discount
rates and terminal growth in a volatile global trade environment. * KAM 2: Revenue Recognition (Take-or-
Pay): Auditor focused on the estimation of transaction prices and timing of control transfer. Forensic risk exists
where revenue is recognized based on "Take-or-Pay" contracts without physical cargo movement, potentially
decoupling P&L growth from operational reality. * KAM 3: De Facto Control Assessments: Auditor evaluated
management’s judgment in consolidating entities where APSEZ holds <50% equity (e.g., Mundra Solar, EAGL).
This "de facto" control allows for full consolidation of assets and debt, which may obscure the true risk profile of
minority-held ventures. * Auditor Fees: M S K A & Associates (a member firm of BDO) serves as the auditor.
Independence is maintained through standard rotation, but non-audit services for a group of this complexity
require close monitoring.

B. Related Party Transactions

. . Amount Prior year
Relationship Nature Concern
(FY25) (2Z))
. Significant liquidity
Joint Venture i
Entities Loans 806.72Cr  209.53 Cr 285.01% Loan drain to non-
controlled entities
Adani Total . 3,082.64 2,707.26 Capital lock-in in
Joint Venture Investment 13.87% Investment
Pvt Ltd Cr Cr non-core JV
Related . Reduction in direct
) Group Entities ~ Advances 4.84 Cr 12.55 Cr -61.43% Advance )
Parties operational exposure
. . Acting as a financier
Various Related/Third Interest on 7.5% - 7.5% - i )
. 0.00% Interest via extended credit
Customers Party Credit 10% 10% ;
erms

RPT Risk Checks: * % of Revenue: Identifiable RPT Loans/Investments represent 12.76% of Revenue
(CB0,475 Cr) - Flagged (High capital commitment to JVs). * Trend vs Prior Year: Increasing. Loans to JVs
surged nearly 4x, indicating the parent is heavily subsidizing the working capital or capex of entities it does not
fully control. * Extended Credit Terms: Note 5(b) confirms the Group charges 7.5%-10% interest on trade
receivables, effectively functioning as a high-yield financier to its ecosystem.

C. Shareholding * Promoters: 65.89% (Unchanged YoY) * Flls: 14.72% (Unchanged YoY) * DlIs: 11.94%
(Unchanged YoY) * Public: 7.45% (Unchanged YoY) * Pledged Shares: Historically a monitorable for the Adani
Group; specific FY25 pledge % not disclosed in snippet.

D. Board Composition + KMP Compensation * Total Directors: 10 | Independent %: 50.00% | Women
Directors: 1 (10.00%) * Family Presence: Gautam S. Adani (Chairman), Rajesh S. Adani, and Karan Adani
(Managing Director) serve on the board. * KMP Compensation: Ashwani Gupta (CEO) and Karan Adani (MD)



remuneration figures for FY25 were not fully disclosed in the snippet, but FY24 figures were [B.06 Cr and [5.40
Cr respectively. * Analysis: Employee Cost % of Sales decreased from 7.11% to 6.60%, suggesting
compensation growth is trailing the 14.09% revenue growth. 30% of KMP pay is aligned with organizational
performance (Revenue, EBITDA, ROCE).

F. Capital Allocation & Capex

FY current (CICr) FY prior (CCr) % of CFO
Dividends Paid 1,336.00 1,080.00 7.76% —
Capex (Fixed Assets) 8,049.00 7,416.00 46.73% —
Acquisitions 5,400.00 3,102.00 31.35% —
Net Debt Change 2,151.00 -3,964.00 12.49% —
Interest Payments 2,578.00 2,809.00 14.97% —
Investments (JVs) 375.38 419.00 2.18% —

Capex analytical notes: * CFO Coverage of Capex: Ratio of 2.14 indicates the company can fully self-fund its
organic capex (8,049 Cr) from operations. * Nature of Capex: Growth-oriented; CWIP stands at [11,706.00
Cr, with major additions in Vizhinjam and Gopalpur. * Capex Deployment Efficiency: Revenue grew 14.09% vs
a 19.58% increase in Gross Block, suggesting a slight lag in asset turnover as new projects (Vizhinjam) are in
the commissioning phase. * Key Takeaways: [478.56 Cr of CWIP is aged >3 years, signaling persistent
execution bottlenecks in legacy projects despite the overall growth.

H. Risks * Climate Change: Sea-level rise and extreme weather at 4 ports (Mundra, Hazira, Dhamra,
Krishnapatnam). Impact: High damage costs; a 1-day Mundra closure results in a (22 Cr PBT loss. *
Regulatory: Changes in global trade regulations or tariff regimes. Impact: Disruption of trade flows and
potential decline in credit ratings. * CWIP Stalling: [478.56 Cr stuck in CWIP for >3 years. Impact: Drag on
ROCE and potential future impairments if project viability shifts. * Land Title: 1,093.53 hectares of reclaimed
land pending registration. Impact: Legal hurdles in valuation and asset transferability. * Liquidity Restriction:
[1,285.44 Cr of cash is pledged as margin money. Impact: 19.4% of cash is not freely available for operations. *
Hedge Accounting: Parking FX losses on debt in OCI (Equity) vs P&L. Impact: Smoothes P&L but risks a
massive equity hit if USD revenues drop.

5. Scorecard & verdict

Part a: scorecard

Dimension Key evidence One-line rationale

56% tied-in cargo; Vizhinjam  Dominant moat with high switching costs and

Business quality 5 - . . .

commissioning strategic transshipment hub.

. . D/E 0.83x; CFO [17,226 Cr Strong cash generation covers aggressive

Financial health 4 1 . .

> PAT [11,061 Cr capex; interest coverage improved to 6.15x.

. . Contract Assets 1194%; Aggressive revenue recognition and stalled

Earnings quality 3 ! )

[478 Cr CWIP >3yrs CWIP offset strong cash conversion.
Management & 3 50% Independent; Loans to Professionalized CEO is positive, but high RPT
governance - JVs 14x funding to JVs remains a concern.
Capital allocation & 4 . ROCE 14% > Cost of Debt; Disciplined capex with visible earnings

earnings visibility FCF [9,228 Cr conversion from new port acquisitions.



Business positives (for this company this year) * Strong Cash Conversion: CFO of [17,226 Cr represents
1.56x Net Profit, providing massive internal accruals for growth. * Strategic Asset Commissioning: The launch
of Vizhinjam Port positions the company to capture the 15-20% of Indian cargo currently transshipped abroad. *
Inorganic Growth Traction: Successful integration of Gopalpur Port and Astro Offshore contributed to a
14.09% revenue growth. * De-leveraging Profile: Debt/Equity improved to 0.83x despite aggressive
acquisitions, supported by a surge in reserves to [61,837 Cr. * Operational Efficiency: EBITDA margins
expanded to 64.25% (calc.), reflecting superior cost management and scale benefits.

Business negatives | concerns (for this company this year) * Aggressive Revenue Recognition: Contract
Assets surged 194% to [560 Cr, indicating revenue is being booked significantly ahead of billing rights. *
Related Party Funding: Loans to Joint Ventures jumped 4x to [806.72 Cr, suggesting the parent is
subsidizing non-controlled entities. * Stalled Capital Projects: [478.56 Cr of CWIP is aged >3 years, posing a
risk of future impairments or capitalized inefficiencies. * Liquidity Drag: [1,669.14 Cr is locked in government
tax balances (GST/VAT), and [1,285.44 Cr of cash is pledged as margin money. * Climate Vulnerability:
Management identified 4 flagship ports as vulnerable to sea-level rise, implying significant future "stay-in-
business" capex.

Overall scorecard summary APSEZ exhibits exceptional financial strength and business quality, characterized
by a widening moat and robust cash flow generation that comfortably funds its aggressive expansion. While the
transition to a "Logistics Utility" model is yielding high margins and improved ROCE (14%), earnings quality is
slightly dampened by aggressive revenue recognition (Take-or-Pay) and stalled CWIP. Governance remains
stable but requires monitoring due to the 4x surge in funding to Joint Ventures. Overall, the business is on an
improving trajectory as it successfully converts massive capital investments into operational, cash-generating
assets.

Part b: governance check matrix

# Check Status
1 Audit opinion clean? —
2 Promoter pledge = 0? —
3 KMP pay < 5% of EBITDA? —
4 RPT quantum < 5% of revenue? —
5 Board > 50% independent? —
6 At least 1 woman director? —
7 No statutory dues outstanding? —
8 No fraud reported? —
9 Audit trail enabled? —
10 Frequent Auditor change —

Total: 8/10 — Governance Rating: 4
Part c: investor verdict

Thesis: APSEZ is the "Logistics Toll-Booth" of India, successfully pivoting from a port operator to an integrated
utility with a massive cash-flow-backed moat.



Overall stance: ACCUMULATE

Rationale: Superior execution in transshipment (Vizhinjam) and inorganic growth is supported by a CFO that is
1.5x PAT, despite moderate governance risks related to JV funding. Re-evaluate when: Net Debt/EBITDA
exceeds 3.0x or if CWIP impairment exceeds [1,000 Cr. BULL CASE: Vizhinjam captures 25% of regional
transshipment volume, driving a 200bps expansion in ROCE. BEAR CASE: Major climate-related disruption at
Mundra port leads to a PBT loss exceeding [500 Cr in a single year. Key monitorable: Contract Assets: [560.28
Cr - Watch for growth exceeding 25% of Revenue.

7. Year-over-year analysis

7.1 Changes
Metric | theme Summary a status Summary b status Forensic takeaway
Capital Debt-heavy inorganic Self-funded growth where The company has successfully transitioned from
Allcf)cation expansion (13,222 Cr) CFO (117,226 Cr) fully a reliance on external debt to a self-sustaining
causing cash depletion. covers capex and M&A. model of organic and inorganic growth.
. . . While cash collections remain strong, the spike
Focus on improving 194% surge in Contract . .
Revenue i : in contract assets suggests a shift toward more
. collection cycles (Debtor Assets (unbilled revenue) ) .
Recognition aggressive revenue recognition ahead of formal
days 69 to 50). to [560 Cr. -
billing.
. L ) Operating leverage is intensifying as the
Margin 58% OPM with significant 60% OPM with EBITDA L .
. . . ) . . "Logistics Utility" model scales and "take-or-pay"
Trajectory impairment hits to PAT. margins reaching 64.25%. . .
contracts increase pricing power.
Management Defensive crisis Offensive "Global Utility" Management has pivoted from a posture of
Tone S management focused on narrative focused on reputational defense to an aggressive,

liquidity preservation. ecosystem dominance. nationalistic growth strategy.

) . . . The parent balance sheet is increasingly being
. Moderate financial support 4x surge in loans to Joint . L ) )
RPT Funding . utilized to subsidize the working capital and
to JVs (C205 Cr in loans). Ventures ((B06 Cr). . .
capex requirements of non-controlled entities.

7.2 Persistent patterns

» Ecosystem Financing: The company consistently acts as a high-yield financier to its ecosystem, charging
7.5%—-10% interest on extended credit terms across both periods.

« Land Title Risk: Over 1,000 hectares of reclaimed land remain pending registration, representing a
multi-year legal and valuation overhang that remains unresolved.

» Hedge Accounting Subjectivity: Recurring use of cash flow hedge accounting to park FX volatility in OCI
(Equity) rather than the P&L, smoothing reported earnings.

« Stalled Capital (CWIP): A persistent portion of capital remains stuck in CWIP for >3 years, signaling chronic
execution bottlenecks in legacy projects like Vizhinjam.

- Liquidity Encumbrance: A significant percentage of reported cash balances remains pledged as
margin money, restricting the actual "free" liquidity available for immediate operational use.

« Climate Vulnerability: Sustained high-risk exposure to sea-level rise at four flagship ports (Mundra, Hazira,
Dhamra, Krishnapatnam) remains a core long-term threat to asset integrity.

» Geographic De-risking: A successful and continuous trend of reducing Mundra-concentration by achieving
volume parity across the East and West coasts of India.
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