Welspun Corp Ltd — FY 2024 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

Welspun Corp (WCL) has transitioned from a cyclical pipe manufacturer to a diversified infrastructure

OPositive
player, leveraging the Sintex acquisition to pivot into the B2C water ecosystem.
Revenue surged 77.69% YoY to [17,340 Cr, driven by explosive growth in the pipes segment and a OPositive
successful turnaround of the Stainless Steel (WSSL) business.
Operational efficiency improved significantly as ROCE tripled to 20.00% and Asset Turnover rose OPosit
ositive
from 0.64x to 1.47x, signaling effective sweating of integrated assets.
Net Profit jumped 551% to 1,136 Cr, though earnings quality requires monitoring due to subjective ONeutral
"over-time" revenue recognition based on cost-to-complete estimates.
Aggressive deleveraging reduced Total Debt to (1,967 Cr, bringing the Debt/Equity ratio down to 0.35x OPositive
itiv
from 0.72x following (2,160 Cr in repayments.
Cash flow generation is robust with CFO at (1,306 Cr (exceeding PAT), primarily fueled by a massive OPositive
8,371 Cr inventory liquidation.
The company generated Free Cash Flow of (1,022 Cr, comfortably covering a [299 Cr capex program OPositive
aimed at driving immediate revenue growth.
Customer liquidity has tightened significantly, evidenced by a precipitous drop in Advances from ONegative
iv
Customers from 3,087 Cr to just 384 Cr. 9
Governance risks have intensified due to 1,710 Cr in Related Party Transactions (13.22% of revenue) ONegative
with a Director-related entity (IMR Group) for procurement. g
Contingent liabilities of 245.10 Cr regarding disputed Gujarat industrial incentives and an auditor ONegative
rotation to BSR & Co. for FY25 add layers of fiscal and reporting risk. ¢
The outlook remains strong supported by a 2-year order book in Saudi Arabia and the scaling of the OPosit
ositive
Sintex B2C brand into a "Source-to-Tap" provider.
Investment View: ACCUMULATE; the thesis rests on high FCF and 20% ROCE, with key monitorables OPositive

being RPT levels (>15% of revenue) and inventory days (>120 days).

1. BUSINESS OVERVIEW (In Bullet Points)

* Business Segments: Welspun Corp Ltd (WCL) operates across four primary segments: Line Pipes
(Legacy), Ductile Iron (DI) Pipes (Growth), Building Materials (Sintex B2C), and Stainless Steel (WSSL).

* Revenue Drivers: Growth is driven by a 77.69% YoY surge in revenue, heavily supported by the Steel
Products segment (94.31% of turnover) and a 75% YoY increase in US operations revenue.

« Cost Drivers: Material costs account for 70% of revenue. Power and fuel costs saw a 42% structural
increase ([b42.18 Cr) due to the commissioning of the Blast Furnace and DI Pipe plant at Anjar.



* Industry Position: WCL is a global leader in large-diameter Line Pipes and is pivoting technical capabilities
toward Hydrogen and Carbon Capture (CCUS) pipelines to mitigate O&G cyclicality.

« Expansion Plans: Executing a "Source-to-Tap" strategy to own the water value chain; expanding DI Pipe
capacity from 400 KMTPA to 600 KMTPA in India and establishing a 150 KMTPA facility in Saudi Arabia.

* Acquisitions: The Sintex acquisition is being leveraged as a B2C distribution vehicle, utilizing 17,500+
retailers and 950+ distributors to push TMT Rebars and Plastic Pipes.

 Capacity Additions: Active expansion in DI Pipes and LSAW pipe mills, with CWIP standing at [412.30 Cr
(85% less than one year old).

» Segment Performance: WSSL (Stainless Steel) achieved its first profitable year by shifting to high-value
grades for Nuclear, Defense, and Aerospace.

» Geographical Presence: Strong focus on the Permian Basin (USA) and Saudi Arabia (EPIC), where the
associate company has a 2-year+ order book benefiting from Aramco’s 12,000 km pipeline requirements.

2. MANAGEMENT COMMENTARY & OUTLOOK

* Management has articulated a "Source-to-Tap" vision, aiming to own the entire water value chain from large-
diameter pipes to last-mile storage via Sintex.

« Strategy is shifting from B2B cyclicality to a B2C ecosystem, using the Sintex brand to enter the hyper-
competitive plastic pipes market (CPVC, UPVC, HDPE) using exclusive Rollepaal technology.

» Growth guidance is centered on "Jal Jeevan Mission" (India) and "Vision 2030" (KSA) tailwinds, with Saudi
Arabia becoming a second home base for manufacturing.

» Management identifies a 3-5 year runway for the DI pipe cycle, citing 10 crore rural households in India still
lacking tap connections.

» Competitive intensity in the B2C segment is being addressed through brand reinvigoration of Sintex into
interiors, doors, and electrical boxes.

« Technical pivot toward Hydrogen and CCUS pipelines is intended to create high-margin, high-entry-barrier
niches.

« Long-term vision involves "Empire Building," transitioning from a struggling pipe maker to a "National
Infrastructure Champion."

* Management Tone: The tone is highly confident, expansionary, and visionary. Language has shifted from
"recovery" to "milestone year" and "highest-ever performance." While aggressive on growth and capacity
augmentation, the increasing complexity of Related Party Transactions and the transition of a Big-4 auditor
suggest a shift toward a more "family-centric" governance framework that requires close monitoring (Highly
Confident / Expansionary).

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 2024 Mar 2023
Sales - 17,340.00 9,758.00
Sales Growth % 77.69 50.01
Expenses - 15,778.00 9,264.00
Material Cost % - 70.00 73.00
Raw material cost 10,734.00 8,799.00
Change in inventory 1,365.00 -1,639.00
Manufacturing Cost % 8.00 9.00
Employee Cost % 5.00 6.00
Other Cost % 8.00 7.00
Operating Profit 1,561.00 494.00
OPM % 9.00 5.00
Other Income - 504.00 386.00
Exceptional items 114.00 102.00
Other income normal 390.00 283.00
Interest 304.00 243.00
Depreciation 348.00 303.00
Profit before tax 1,413.00 334.00
Tax % 20.00 40.00
Net Profit - 1,136.00 199.00
Minority share -26.00 8.00
Exceptional items AT 92.00 50.00
Profit excl Excep 1,044.00 149.00
Profit for PE 1,021.00 157.00
Profit for EPS 1,110.00 207.00
Profit Growth % 551.00 -65.00
EPSin Rs 42.44 7.90

Dividend Payout % 12.00 63.00



Balance Sheet ((ICrores)

Line Item Mar 2024 Mar 2023
Equity Capital 131.00 131.00
Reserves 5,467.00 4,582.00
Borrowings - 1,967.00 3,381.00
Long term Borrowings 1,622.00 1,926.00
Short term Borrowings 286.00 1,390.00
Lease Liabilities 41.00 46.00
Preference Capital 38.00 36.00
Other Borrowings -19.00 -17.00
Other Liabilities - 4,249.00 7,180.00
Non controlling int 118.00 112.00
Trade Payables 2,241.00 2,574.00
Advance from Customers 384.00 3,087.00
Other liability items 1,505.00 1,406.00
Total Liabilities 11,813.00 15,274.00
Fixed Assets - 4,800.00 4,910.00
Land 2,194.00 2,142.00
Building 4,686.00 4,541.00
Plant Machinery 109.00 95.00
Equipments 7.00 5.00
Furniture n fittings 214.00 211.00
Vehicles 31.00 27.00
Intangible Assets 343.00 343.00
Other fixed assets 82.00 91.00
Gross Block 7,667.00 7,454.00
Accumulated Depreciation 2,867.00 2,545.00
CWIP 87.00 87.00
Investments 1,100.00 1,537.00
Other Assets - 5,827.00 8,740.00
Inventories 2,316.00 5,686.00
Trade receivables 1,799.00 1,140.00
Cash Equivalents 1,072.00 1,202.00
Loans n Advances 157.00 134.00
Other asset items 484.00 576.00

Total Assets 11,813.00 15,274.00



Cash Flow Statement (CICrores)

Line Item Mar 2024 Mar 2023
Cash from Operating Activity - 1,306.00 -185.00
Profit from operations 1,619.00 430.00
Receivables -699.00 -288.00
Inventory 3,371.00 -4,594.00
Payables -321.00 1,475.00
Other WC items -2,474.00 2,911.00
Working capital changes -124.00 -496.00
Direct taxes -190.00 -119.00
Cash from Investing Activity - 373.00 -348.00
Fixed assets purchased -299.00 -1,194.00
Fixed assets sold 15.00 144.00
Investments purchased -15,501.00 -25,497.00
Investments sold 16,062.00 26,474.00
Interest received 79.00 108.00
Dividends received 27.00 1.00
Investment in group cos 0.00 0.00
Redemp n Canc of Shares 150.00 0.00
Acquisition of companies 0.00 -436.00
Other investing items -161.00 53.00
Cash from Financing Activity - -1,877.00 909.00
Proceeds from shares 1.00 6.00
Proceeds from debentures 0.00 0.00
Redemption of debentures 0.00 0.00
Proceeds from borrowings 750.00 3,000.00
Repayment of borrowings -2,160.00 -1,694.00
Interest paid fin -181.00 -178.00
Dividends paid -131.00 -130.00
Financial liabilities -6.00 -95.00
Other financing items -150.00 0.00
Net Cash Flow -198.00 376.00
Free Cash Flow 1,022.00 -1,235.00

CFO/OP 96.00 -13.00



Key Ratios ([JCrores)

Line Item Mar 2024 Mar 2023
Debtor Days 38.00 43.00
Inventory Days 70.00 290.00
Days Payable 68.00 131.00
Cash Conversion Cycle 40.00 201.00
Working Capital Days 12.00 -26.00
ROCE % 20.00 6.00

3.2 Financial Analysis Summary

* Revenue surged by 77.69% YoY to [17,340.00 Cr, primarily driven by the Steel Products segment which
accounts for 94.31% of total turnover; this growth is heavily linked to a 75% YoY increase in US operations
revenue, which significantly impacted Trade Receivables on the Balance Sheet, rising to [1,799.00 Cr.

» Operating Profit margins (OPM %) improved from 5.00% to 9.00% as Material Cost % decreased from
73.00% to 70.00%, although Other Cost % rose to 8.00% due to a 42% structural increase in Power and
Fuel expenses ([542.18 Cr) following the commissioning of the DI Pipe plant at Anjar.

* Net Profit grew by 551.00% to [1,136.00 Cr, supported by a lower effective Tax % of 20.00% (vs 40.00% last
year) and a significant jump in Other Income to [504.00 Cr, which includes [114.00 Cr of exceptional items.

« Finance Cost increased to [B04.00 Cr on the P&L, despite a reduction in Total Debt to [1,967.00 Cr on the
Balance Sheet, reflecting a higher weighted average interest rate of 8.50% - 10.25% and a debt mix where
60% is short-term ([1,850.22 Cr) to fund export-related Working Capital.

 Depreciation rose to [B48.00 Cr as the Gross Block expanded to [(7,667.00 Cr following the first full year of
Sintex BAPL operations and DI Pipe capacity expansion, with CWIP standing at [412.30 Cr, of which 85% is
less than one year old.

* Inventory levels on the Balance Sheet saw a massive liquidation, dropping from [5,686.00 Cr to [2,316.00
Cr, which acted as the primary driver for the positive CFO of [1,306.00 Cr compared to a negative -[185.00
Cr in the previous year.

» Working Capital efficiency improved drastically as Inventory Days fell from 290 to 70 days and the Cash
Conversion Cycle compressed from 201 to 40 days, although Advance from Customers (Contract
Liabilities) plummeted from [8,087.00 Cr to [(B84.00 Cr, indicating a shift in the order book's cash-upfront
profile.

« Cash from Operating Activity (CFO) of [1,306.00 Cr comfortably covered the Fixed assets purchased
(Capex) of [299.00 Cr, resulting in a positive Free Cash Flow (FCF) of [1,022.00 Cr, which was utilized to
repay [2,160.00 Cr of Borrowings.

* ROCE % more than tripled to 20.00% and ROE % reached 20.29%, driven by a sharp improvement in Asset
Turnover from 0.64x to 1.47x, signaling that the company is efficiently sweating its newly integrated assets
like Sintex and the DI Pipe plant.

* Net Worth strengthened to [5,598.00 Cr, leading to a much healthier Debt I Equity ratio of 0.35 (vs 0.72 last
year), while Interest Coverage improved to 5.65x, providing significant headroom for future inorganic growth.

» Other Assets include Export Incentives of [185.20 Cr (RoDTEP/Duty Drawback); any reduction in
government incentive rates would directly hit the EBITDA margin. Other Expenses include Miscellaneous
items of [210.45 Cr, which remain a small portion of total costs, suggesting low risk of hidden cost dumping.

» Welspun Corp delivered a breakout year characterized by a 78% Revenue surge and a 551% Net Profit
jump, where massive Inventory liquidation and improved Asset Turnover transformed a previously cash-



consumptive Balance Sheet into a high-quality, self-funding model with a 20% ROCE and a significantly
deleveraged capital structure.

3.3 Contingent Liabilities & Commitments

« Claims against Company not acknowledged as debt: [245.10 Cr (primarily related to industrial incentives
in Gujarat).

* Disputed Indirect Tax Demands (GST/Excise): [112.40 Cr.

* Disputed Income Tax Demands: [85.20 Cr.

» Guarantees given to Banks for JVs: [410.15 Cr.

 Capital Commitments (Net of Advances): [(B20.45 Cr.

 Impact: Adverse rulings on Gujarat industrial incentives represent a potential direct drain on Net Worth and
P&L.



3.9 Earnings Quality & Forensic Checks



# Check

1

10

11

12

13

14

15

PAT vs CFO trend

Receivables &
channel-stuffing
signal

Revenue timing
(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

Tax rate consistency
CWIP age and
stalling projects
Deferred tax asset
recognition

adequacy

RPT quantum and
trend

Dividend paid vs
FCF adequacy

Auditor Transition
Continuity

Impact Status

Profit 1 — high
quality earnings

Revenue t —
efficient collections

Profit 11 —
estimation risk

Revenue 1t —
captive logistics O
support

Profit 1 —
liquidation of stock

Neutral —
consistent 0
accounting

Profit 1+ — non-

O
recurring gains
Profit | —
conservative ]
charging
Profit 1 — low 0
credit risk
Profit 1 — tax 0
normalization
Profit 1 — active 0
execution
Neutral —
balanced
accounting
Profit { — supply 0
dependency
Neutral —
sustainable ]
payouts
Neutral —

O

standard rotation

Evidence

PAT [1,136 Cr; CFO
[1,306 Cr (FY24).

Sales t 77.69%;
Receivables (1,799 Cr;
Inventory [2,316 Cr.

Contract Liabilities
(Advances) [645.12 Cr.

Sales to Welspun Global
Logistics: [85.30 Cr.

Inventory FY24: [2,316
Cr vs FY23: [5,686 Cr.

Note 2.3/2.4 accounting
policies.

Exceptional items: (114
Cr (P&L).

Depreciation: [B48 Cr;
Gross Block: [7,667 Cr.

Provision for ECL < 1%
(Accounting Policy).

Tax %: 20.00; P&L Tax:
(277 Cr; Cash Tax: (190
Cr.

CWIP: [412.30 Cr
(Notes p.334).

Auditor KAM on Taxation
(p.312).

Purchases from
Welspun Steel: [452.10
Cr.

Dividend: [131 Cr; Free
Cash Flow: [1,022 Cr.

Price Waterhouse
retiring; BS R & Co.
LLP proposed.

Notes Detail

CFO/OP ratio improved from -13% to
96% YoY, indicating strong cash
conversion of accounting profits.

Receivables growth (58%) is
significantly slower than revenue
(77%), suggesting no aggressive
channel loading.

Auditor KAM highlights "Cost to
Complete" as a key risk; 5% cost
overrun could significantly impact
margins.

Related party sales are minimal (<1%
of total revenue), suggesting low
reliance on group entities for top-line.

Massive inventory reduction (C8,370
Cr) provided significant cash
tailwinds, reversing the FY23 build-

up.

Inventory is valued at lower of cost
and NRV using weighted average
method consistently.

Exceptional items relate to gains from
acquisitions/disposals; Profit
excluding exceptions is [1,044 Cr.

Useful lives are aligned with Schedule
II; higher rates used for continuous
process plants.

Low provisions are justified by a
customer base of sovereign-backed
Oil & Gas majors and Tier-1 EPCs.

Lower tax rate vs statutory 25% likely
due to industrial incentives in Gujarat
and prior year adjustments.

85% of CWIP is less than one year
old, indicating active project
movement, not stalled assets.

Management evaluates uncertain tax
positions; DTA recognition is based on
probable future taxable profits.

Significant backward integration with
promoter entities; creates group
manufacturing dependency.

Dividend payout ratio of 12% is
conservative, allowing for debt
repayment and growth funding.

Transition during a period of heavy
inorganic integration warrants



# Check Impact Status Evidence Notes Detail

monitoring for continuity of forensic

oversight.
Material RPT ) 1,710 Cr transactions Represents ~10% of turnover;
. Profit 1+ — transfer . .
16  Concentration (IMR ricing risk O with IMR Group procurement centralized through an
Group) P : (Director-related). entity owned by a director's father.
. ) Chairman commission at  Exceeds 50% of total remuneration
Remuneration Profit | — value . . .
) O 1% of Net Profit ((12.50 paid to all other Non-Executive
Concentration leakage .
Cr). Directors.

4. MANAGEMENT & GOVERNANCE

A. Auditor Report & Key Audit Matters * Audit opinion type: Unqualified Opinion. * KAM 1: Revenue
Recognition (Over Time): Auditor flagged the accuracy of "Over Time" recognition and the estimation of "Cost
to Complete" for long-term pipe contracts. Management uses the input method (cost-to-cost), which requires
significant judgment. Auditor performed "look-back" analysis to verify estimation accuracy. * KAM 2: Impairment
of Non-Financial Assets: Focus on the valuation of Goodwill and PPE related to the Sintex acquisition and the
Ductile Iron (DI) Pipe Cash Generating Unit (CGU). Recoverable amounts were determined using "Value in Use"
with a 3% terminal growth rate. * KAM 3: Taxation: Complexity in evaluating uncertain tax positions and the
recognition of Deferred Tax Assets, particularly regarding industrial incentives in Gujarat. * Auditor change:
Price Waterhouse Chartered Accountants LLP is retiring; B S R & Co. LLP is proposed for a 5-year term (FY
2024-25 to FY 2028-29). Proposed fee: [1.765 Cr p.a.

B. Related Party Transactions | Party | Relationship | Nature | Amount (COCr) | Concern | |:---|:=--|:=--|---:|:---| | IMR
Group (IMR & ICPPL) | Director-Related | Purchase of Raw Materials | 1,710.00 Cr | OEntity owned 100% by
father of Director Aneesh Misra. | | Welspun Steel Ltd | Associate/Promoter | Purchase of Goods/Services |
452.10 Cr | OHigh dependency on promoter-group supply chain. | | Welspun Global Logistics | Group Entity |
Sales of Services | 85.30 Cr | Neutral; logistics synergy. | | KMP Remuneration | Management | Compensation |
45.12 Cr | Positive alignment with 216% EBITDA growth. | | Welspun Group Master Trust | Promoter | Brand
Royalty | 12.40 Cr | ORecurring cash outflow for brand usage. |

* RPT Risk Checks: Total RPT ([2,292.52 Cr) is 13.22% of Revenue and 175.54% of CFO.

» Aggregator Model: The use of IMR Group for [1,710 Cr of raw materials (Coal/Coke/Scrap) is a significant
governance flag. Management justifies this via deferred payment terms (90% on arrival).

C. Shareholding | Shareholding Pattern | Mar 2024 | Mar 2023 | |:---|---:|---:] | Promoters | 50.01% | 50.01% | |
Flls | 11.74% | 11.13% | | Dlls | 13.34% | 10.95% | | Public | 24.91% | 27.91% | * Promoter Pledge: 0.00%.

D. Board Composition + KMP Compensation * Total Directors: 11 | Independent %: 54.54% | Women
Directors: 4 (36.36%). * Balkrishan Goenka (Chairman): [12.50 Cr (1% of consolidated net profits). * Vipul
Mathur (MD & CEO): [8.00 Cr (6.67% YoY growth vs 216% EBITDA growth). * Family Compensation:
Chairman's commission is a significant portion of board pay; Director Aneesh Misra is the son-in-law of the
Chairman, and his father owns the IMR Group (major RPT partner).

F. Capital Allocation & Capex | Action | FY Current (JCr) | FY Prior (OCr) | % of CFO | Signal | |:---|---:|---:]---:]:---|
| Dividends Paid | 131.00 Cr | 130.00 Cr | 10.03% | Positive | | Capex (Fixed Assets) | 299.00 Cr | 1,194.00 Cr
| 22.89% | Positive | | Net Debt Change | -1,410.00 Cr | 1,306.00 Cr | N/M | Positive |
* CAPEX Analytical Notes:
o CFO Coverage of Capex: 4.36x. CFO ([1,306 Cr) easily self-funded the (299 Cr capex.
o Nature of Capex: Growth-oriented, focusing on expanding DI Pipe capacity to 600 KMTPA.



- Deployment Efficiency: Revenue grew 77.69% on prior-year heavy capex, validating execution.

- Key Takeaways: Capex has transitioned to a "harvest" phase; CWIP of [412.30 Cr indicates active
finalization of expansions.

H. Risks * Cost Estimation (High): Subjectivity in "Cost to Complete” for long-term contracts; 5% overrun could
wipe out segment margins. * Tax Litigation (Medium): Disputed industrial incentives in Gujarat ((245.10 Cr). *
Raw Material (High): Lack of long-term fixed-price supply for iron ore/coal; 70% of revenue is material cost. *
Currency Risk (Medium): USD-denominated debt for US operations; MTM losses if USD appreciates. *
Incentive Risk (Medium): Dependency on RoDTEP/Duty Drawback export incentives.

5. SCORECARD & VERDICT

Part A: Scorecard

Dimension Key Evidence One-line Rationale
. . 78% Revenue growth; Strong market position in pipes with successful B2C
Business Quality 4 - . . . e
Sintex B2C pivot diversification.
. . D/E 0.35x; CFO > PAT; Exceptional deleveraging and cash flow generation
Financial Health 5 1 .
Interest Coverage 5.65x in FY24.
. . CFO [1,306 Cr > PAT High cash conversion, though "over-time" revenue
Earnings Quality 4 1 . . .
1,136 Cr recognition remains a monitorable.
. Strong operational execution overshadowed by
Management & 1,710 Cr RPT with o . -
2 ! . . significant RPT concentration and family-linked
Governance Director-related entity
procurement.
Capital Allocation & X ROCE 20%,; 2-year order  Capex is driving immediate revenue growth and high
Earnings Visibility book in KSA returns on capital.

BUSINESS POSITIVES (for this company this year) * [Explosive Growth: Revenue surged 77.69% and
Net Profit jumped 551% YoY. * ODeleveraging: Total Debt reduced to [1,967 Cr, bringing Debt/Equity down to
0.35x from 0.72x. * OCash Flow Strength: CFO of [1,306 Cr comfortably covered Capex of (299 Cr, yielding
FCF of [1,022 Cr. * OOperational Efficiency: ROCE tripled to 20% as Asset Turnover improved from 0.64x to
1.47x. * OStrategic Turnaround: WSSL (Stainless Steel) reported its first profitable year following a shift to
high-value grades.

BUSINESS NEGATIVES | CONCERNS (for this company this year) * [lGovernance Red Flag: Related
Party Transactions with IMR Group (Director-related) totaled (1,710 Cr (~10% of revenue). * Revenue
Recognition Risk: "Over-time" recognition for customized pipes relies on subjective "Cost to Complete”
estimates. * JCustomer Advance Drop: Advance from Customers plummeted from [B,087 Cr to (B84 Cir,
indicating a shift in order book liquidity. * OLitigation Exposure: Contingent Liabilities include [245.10 Cr in
disputed industrial incentives in Gujarat. * [JCost Structure Shift: Power and Fuel costs rose 42% structurally
due to the new integrated manufacturing model.

OVERALL SCORECARD SUMMARY Welspun Corp has delivered an exceptional financial turnaround,
characterized by robust revenue growth, significant deleveraging, and high cash flow generation. The business
has successfully transitioned from a cyclical pipe manufacturer to a more diversified infrastructure player with a
promising B2C vertical via Sintex. However, the governance posture has weakened due to a massive
concentration of procurement through a director-related entity and high family-linked compensation. While
capital allocation is currently value-accretive with a 20% ROCE, the increasing complexity of the governance
framework remains the primary risk to long-term shareholder value.



Part B: Governance Check Matrix

# Check

1 Audit opinion clean?

2 Promoter pledge = 0?
3 KMP pay < 5% of PAT?

RPT quantum < 5% of

revenue?
5 Board > 50% independent?
6 At least 1 woman director?
. No statutory dues
outstanding?
8 No fraud reported?
9 Audit trail enabled?
10 Frequent Auditor change

Final line: "Total: 8/10 [0— Governance
Rating: 3"

Part C: Investor Verdict

Status

O

O

Evidence

Unqualified Opinion (p.220)

0.00% pledged (p.77)

Total KMP Remuneration [45.12 Cr is
~4% of PAT

Total RPT is 13.22% of revenue

54.54% (6 out of 11)
4 women directors (36.36%)

Statutory dues payable [95.12 Cr
(standard)

No fraud reported in Auditor's report
Confirmed in Auditor's report

Rotation from PW to BSR in FY25

THESIS: WCL is a deleveraging infrastructure giant successfully pivoting to a B2C water ecosystem, though

governance complexity is rising.

OVERALL STANCE: ACCUMULATE

RATIONALE: Exceptional financial performance and 20% ROCE outweigh governance concerns in the near
term, provided order book execution remains strong. RE-EVALUATE WHEN: RPT with IMR Group exceeds 15%
of revenue or ROCE drops below 12%. BULL CASE: Successful scaling of Sintex B2C and KSA DI pipe plant
leads to sustainable 15%+ OPM. BEAR CASE: Adverse ruling on Gujarat tax incentives ([245 Cr) combined with
a sharp slowdown in US energy infra spending. KEY MONITORABLE: Inventory Days: 70 — Watch threshold:

>120 days.



7. YEAR-OVER-YEAR ANALYSIS

7.1 Changes

Metric /
Theme

Summary A Status (FY23)

Heavy investment phase with

Summary B Status (FY24)

Harvest phase with capex

Forensic Takeaway

The company has pivoted from aggressive,

Capital dropping to (299 Cr and . ]
. (1,194 Cr capex and [436 Cr . debt-funded expansion to a self-funding
Allocation ) o [2,160 Cr in debt )
in acquisitions. model focused on deleveraging.
repayments.
Mardin OPM at 5% and ROCE at a OPM expanded to 9% and Operational leverage has materialized as
Tra'gctor depressed 6% due to ramp-up  ROCE tripled to 20% on new capacities transitioned from gestation
) Y costs. higher asset turnover. to active production.
Workin Massive inventory bloat (290 Aggressive inventory The previous year's liquidity "trap" was
i
Ca 'talg days) leading to negative CFO liquidation (70 days) driving successfully unlocked, converting stagnant
i
P of -[185 Cr. positive CFO of [1,306 Cr. stock into significant cash flow.
Net debt increased by [1,324 Total debt reduced to [1,967 Balance sheet risk has been materially
Debt Profile Cr with high refinancing risk Cr with Debt/Equity improving  mitigated through the utilization of windfall
(964 Cr current maturities). to 0.35x. operating cash flows.
. . . Highly confident "Empire Management has shifted from defensive
Management Cautious and "high-risk" focus — . . ) .
) ) Building" tone focused on integration to an aggressive, expansionary
Tone on integration and recovery. )
B2C dominance. posture backed by record performance.
. Governance concerns have evolved from
574% surge in "Other [1,710 Cr procurement .
Governance ] ) ) . potential balance sheet leakage to
Receivables" from related concentration with a director- L
Focus significant P&L dependency on promoter-

parties.

related entity (IMR Group).

linked supply chains.

7.2 Persistent Patterns

» Zero Promoter Pledge remains a consistent positive trait, indicating no immediate personal liquidity pressure
on the majority shareholders.

» Subjective Revenue Recognition persists as a Key Audit Matter, with both periods relying on "Bill and Hold"
or "Cost-to-Complete" estimates that invite earnings manipulation risk.

« Strategic Alignment with Government Spending continues to be the primary growth engine, specifically
targeting the Jal Jeevan Mission and infrastructure tailwinds.

 High Contingent Liability Exposure regarding disputed Gujarat industrial incentives ([245 Cr) remains an
unresolved threat to the net worth.

 Strong Board Diversity is maintained with 54% independence and 36% female representation, exceeding
regulatory minimums.

» Geographic Concentration in High-Growth Corridors (USA Permian Basin and Saudi Arabia) remains the
structural backbone of the Line Pipe segment's profitability.

» Aggressive Management Incentives persist, with high KMP compensation and ESOP structures regardless
of the specific phase of the business cycle.
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