Welspun Corp Ltd — FY 2023 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 is executing a high-stakes structural pivot from a cyclical B2B line pipe manufacturer
to a diversified B2C building materials and infrastructure conglomerate.

Topline performance was robust with revenue surging 50.01% to (9,758 Cr, driven by volume recovery

0
and a strategic entry into the branded water storage market via Sintex.
Profitability experienced a severe disconnect as PAT crashed 65% to 199 Cr, pressured by high input 0
costs, increased interest servicing, and operational headwinds.
Margins and returns have significantly compressed, with ROCE halving from 13% to 6%, falling well 0
below the cost of capital (WACC) due to massive asset base expansion.
The balance sheet is under strain with a D/E of 0.72x and immediate refinancing pressure from 0

964.27 Cr in long-term debt maturities due within the next fiscal year.

Cash flow generation has deteriorated into "burn" territory, with CFO turning negative at - 185 Cr and 0
Free Cash Flow reaching a deep deficit of - 1,235 Cr.
Working capital is a primary concern as inventory exploded 457% to 5,686 Cr, far outstripping 0
revenue growth and creating substantial obsolescence and liquidity risks.
Earnings quality is low, with the bottom line artificially supported by 22.74 Cr in provision reversals 0
and a 54.52 Cr non-recurring gain from NCD sales.
Governance signals are mixed; while the board is 54% independent, a 574% spike in Related Party 0
"Other Receivables" and an 814% jump in ESOP costs during a profit slump warrant caution.
Revenue visibility remains a core strength, underpinned by a robust (14,600 Cr order book and fully 0
booked capacities in US and Saudi Arabian plants.
The outlook depends entirely on the "Power of Right" strategy, specifically the efficient ramp-up of DI 0
Pipe capacity and the successful integration of the Sintex retail network.
Investment View: WATCH; maintain a cautious stance until inventory levels normalize below (8,000 Cr 0

and CFO returns to positive territory to de-risk the leverage profile.

1. BUSINESS OVERVIEW (In Bullet Points)

* Business Segments: Welspun Corp Ltd (WCL) is transitioning from a pure-play global Line Pipe
manufacturer to a diversified building materials and infrastructure conglomerate. Key segments include Line
Pipes (Oil & Gas, Water), Ductile Iron (DI) Pipes (Potable Water), TMT Rebars (Infrastructure/Housing),
Stainless Steel (SS) Pipes/Bars (Defense/Nuclear), and Polymers via the Sintex acquisition (Water Storage).

* Revenue Drivers: Global energy CAPEX drives the Line Pipe segment, while domestic infrastructure
mandates, specifically the [B,60,000 Crore Jal Jeevan Mission, drive DI Pipes and TMT Rebars.



* Cost Drivers: Heavily weighted toward raw materials (Steel and Pig Iron). Operating leverage is dependent
on capacity utilization and the ability to pass through raw material price volatility. Logistics and energy costs
are critical for US and Saudi operations.

¢ Industry Position: Global leader in Line Pipes; currently positioning as a dominant player in the Indian DI
Pipe market (import substitution) and a leading B2C brand in water storage.

« Expansion Plans & Capacity Additions: Significant focus on the ramp-up of the 400 KMT DI Pipe and 350
KMT TMT Rebar facilities in Anjar, Gujarat.

* Acquisitions:
o Sintex BAPL: Strategic entry into B2C building materials, leveraging an iconic brand with 900 distributors
and 13,000 retailers.
o ABG Shipyard (Nauyaan Shipyard): Low-CAPEX entry into ship recycling and repair using existing steel
fabrication competencies.

» Segment Performance: Line Pipes crossed 1 million MT in sales for the 8th time in 10 years. Stainless Steel
(WSSL) has seen a successful turnaround.

» Geographical Presence:
o India: Manufacturing hub for DI, TMT, and LSAW exports.
o USA: High-margin HSAW/HFIW market benefiting from Permian Basin and LNG activity.

- Saudi Arabia: Associate-led beneficiary of Saudi Aramco’s "Master Gas - Phase 3" and desalination
projects.

2. MANAGEMENT COMMENTARY & OUTLOOK

» Management has signaled a definitive structural pivot toward becoming a multi-product building materials
player, rebranding as the "Power of Right" to de-risk from Qil & Gas cyclicity.

» Growth guidance for Line Pipes remains highly optimistic; US and Saudi plants are "fully booked," providing
high revenue visibility for the near term.

» The DI Pipe market is viewed as a high-growth area where demand currently outstrips supply, specifically
targeting government-led infrastructure spending.

« WCL is positioning itself as a first-mover in the "New Energy" space, specifically Hydrogen transportation,
through MoUs with Tata Steel and participation in the global H2Pipe JIP.

« Strategic focus is shifting from a "bid-to-win" industrial model to a "brand-pull" B2C model for the Sintex and
TMT segments.

» Management emphasizes a "moat" built on technical expertise (LSAW for offshore) and locational
advantages in Dammam (KSA) and Anjar (India).

 The long-term vision is "Har Ghar Se Har Dil Tak Welspun," aiming for a presence in every Indian household
via water tanks, drinking water pipes, and home construction materials.

* Management Tone: The tone is notably assertive and confident, backed by a "fully booked" order book and
successful turnarounds. There is an aggressive push toward ESG leadership (Top 7% in DJSI) and future-
proofing through Hydrogen narratives. While the diversification into B2C and Ship Recycling adds complexity,
management presents it as a calculated de-risking strategy to move from a "vendor" to a "partner/brand”
(Analyst Verdict).



3. FINANCIAL ANALYSIS

3.1 Financial Statements

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

P&L Statement (CJCrores)

Line Item Mar 2023 Mar 2022
Sales - 9,758.00 6,505.00
Sales Growth % 50.01 -9.05
Expenses - 9,264.00 6,032.00
Material Cost % - 73.00 73.00
Raw material cost 8,799.00 4,305.00
Change in inventory -1,639.00 453.00
Manufacturing Cost % 9.00 6.00
Employee Cost % 6.00 6.00
Other Cost % 7.00 8.00
Operating Profit 494.00 473.00
OPM % 5.00 7.00
Other Income - 386.00 544.00
Exceptional items 102.00 -7.00
Other income normal 283.00 551.00
Interest 243.00 102.00
Depreciation 303.00 255.00
Profit before tax 334.00 661.00
Tax % 40.00 33.00
Net Profit - 199.00 444.00
Minority share 8.00 -5.00
Exceptional items AT 50.00 -5.00
Profit excl Excep 149.00 449.00
Profit for PE 157.00 443.00
Profit for EPS 207.00 439.00
Profit Growth % -65.00 -29.00
EPSin Rs 7.90 16.82

Dividend Payout % 63.00 30.00



Balance Sheet ((ICrores)

Line Item Mar 2023 Mar 2022
Equity Capital 131.00 130.00
Reserves 4,582.00 4,298.00
Borrowings - 3,381.00 2,057.00
Long term Borrowings 1,926.00 1,429.00
Short term Borrowings 1,390.00 592.00
Lease Liabilities 46.00 35.00
Preference Capital 36.00 402.00
Other Borrowings -17.00 -402.00
Other Liabilities - 7,180.00 2,684.00
Non controlling int 112.00 99.00
Trade Payables 2,574.00 984.00
Advance from Customers 3,087.00 325.00
Other liability items 1,406.00 1,276.00
Total Liabilities 15,274.00 9,169.00
Fixed Assets - 4,910.00 2,433.00
Land 2,142.00 482.00
Building 4,541.00 1,118.00
Plant Machinery 95.00 2,512.00
Equipments 5.00 111.00
Furniture n fittings 211.00 17.00
Vehicles 27.00 8.00
Intangible Assets 343.00 343.00
Other fixed assets 91.00 43.00
Gross Block 7,454.00 4,633.00
Accumulated Depreciation 2,545.00 2,200.00
CWIP 87.00 1,261.00
Investments 1,537.00 2,307.00
Other Assets - 8,740.00 3,168.00
Inventories 5,686.00 1,019.00
Trade receivables 1,140.00 813.00
Cash Equivalents 1,202.00 701.00
Loans n Advances 134.00 115.00
Other asset items 576.00 519.00

Total Assets 15,274.00 9,169.00



Cash Flow Statement (CICrores)

Line Item Mar 2023 Mar 2022
Cash from Operating Activity - -185.00 218.00
Profit from operations 430.00 495.00
Receivables -288.00 -138.00
Inventory -4,594.00 194.00
Payables 1,475.00 270.00
Other WC items 2,911.00 -450.00
Working capital changes -496.00 -125.00
Direct taxes -119.00 -151.00
Cash from Investing Activity - -348.00 -201.00
Fixed assets purchased -1,194.00 -979.00
Fixed assets sold 144.00 4.00
Investments purchased -25,497.00 -16,665.00
Investments sold 26,474.00 16,440.00
Interest received 108.00 157.00
Dividends received 1.00 0.00
Investment in group cos 0.00 0.00
Redemp n Canc of Shares 0.00 0.00
Acquisition of companies -436.00 0.00
Other investing items 53.00 843.00
Cash from Financing Activity - 909.00 453.00
Proceeds from shares 6.00 0.00
Proceeds from debentures 0.00 0.00
Redemption of debentures 0.00 0.00
Proceeds from borrowings 3,000.00 3,037.00
Repayment of borrowings -1,694.00 -2,330.00
Interest paid fin -178.00 -74.00
Dividends paid -130.00 -165.00
Financial liabilities -95.00 -16.00
Other financing items 0.00 0.00
Net Cash Flow 376.00 470.00
Free Cash Flow -1,235.00 -757.00

CFO/OP -13.00 78.00



Key Ratios ([JCrores)

Line Item Mar 2023 Mar 2022
Debtor Days 43.00 46.00
Inventory Days 290.00 78.00
Days Payable 131.00 75.00
Cash Conversion Cycle 201.00 48.00
Working Capital Days -26.00 -47.00
ROCE % 6.00 13.00

3.2 Financial Analysis Summary

* Revenue grew by 50.01% YoY to 9,758 Cr, primarily driven by the diversification into plastic products
following the Sintex acquisition and a ramp-up in the steel segment; however, this growth is decoupled from
PAT, which fell 65% to (199 Cr due to a sharp decline in OPM % from 7% to 5% and a doubling of Finance
Cost to [243 Cr.

Operating Profit of (494 Cr was pressured by a 104% increase in raw material costs ([8,799 Cr) and a
spike in Employee Cost % driven by ESOP expenses rising from [0.61 Cr to [5.58 Cr, while Other Income
of [B86 Cr included a non-recurring gain of [64.52 Cr from NCD sales, masking a weaker core performance.

Inventory exploded by 457% to 5,686 Cr, causing a massive CFO drag of -[4,594 Cr; while partially
explained by acquired scrap ([(636.07 Cr) and Sintex integration, the jump in Inventory Days to 290
suggests significant slow-moving stock risk, further evidenced by [28.29 Cr in Inventory write-downs.

Working Capital was partially shielded by a massive surge in Advance from Customers to (8,087 Cr (up
from [B25 Cr) and Trade Payables to (2,574 Cr, which provided a [2,911 Cr boost to CFO under "Other WC
items," yet the Cash Conversion Cycle still deteriorated sharply from 48 to 201 days.

Total Debt (Borrowings) increased to [B,381 Cr to fund the [436 Cr Acquisition of companies and 1,194
Cr in Fixed assets purchased, leading to a Debt /| Equity ratio of 0.72 and a spike in Current Maturities of
Long-term Debt to [964.27 Cr, creating significant refinancing pressure for FY24.

Fixed Assets nearly doubled to (4,910 Cr as CWIP of (1,261 Cr from the previous year was capitalized into
Gross Block, while the company utilized "Acceptances for Capital Goods" of [130.56 Cr as bridge financing
for ongoing projects, impacting Finance Cost through higher interest on acceptances ([43.85 Cr).

CFO turned negative at -[185 Cr despite a Profit from operations of (430 Cr, resulting in a negative Free
Cash Flow of -[11,235 Cr; this indicates the business is currently not self-funding and is heavily dependent on
external Proceeds from borrowings ([B,000 Cr) to sustain its aggressive expansion.

ROCE % halved from 13% to 6% and ROE % fell to 4.22%, reflecting significant return dilution as the

expanded Total Assets base ([15,274 Cr) and new acquisitions have yet to translate into proportional Net
Profit contributions, further exacerbated by a high effective Tax % of 40%.

Balance Sheet quality is impacted by a "cash trap" in Other Assets, where Statutory Balances (GST/VAT)
spiked to [B89.79 Cr due to heavy Capex, while Trade Receivables ageing shows a doubling of undisputed
debts older than 6 months to [134.95 Cr, despite a [22.74 Cr reversal in bad debt provisions that artificially
aided PAT.

Other Expenses and Other Assets analysis: Statutory Balances (GST/VAT) at [B89.79 Cr represent a
significant liquidity "cash trap” resulting from heavy Capex in WML and WDI projects. Other Financial
Assets from related parties surged 574% to [50.52 Cr, warranting scrutiny for non-core cash leakage. Other
Income was inflated by a [54.52 Cr non-recurring gain from the sale of Sintex BAPL NCDs.



» The year was defined by a high-leverage transition where aggressive inorganic growth and Capex led to a
50% Revenue surge but severely compromised Cash Flow health and return ratios, leaving the company
with a bloated Inventory base and a heavy immediate debt repayment schedule.

3.3 Contingent Liabilities & Commitments

« Litigation: Management acknowledges significant judgment in measuring provisions for pending litigation.
Actual liabilities may differ from estimates, particularly for the newly acquired Sintex entities which were
acquired through NCLT processes.

 Capital Commitments: While specific values for PPE acquisition are not explicitly totaled in the notes, the
high CWIP and "Acceptances for Capital Goods" ([1.30.56 Cr) indicate substantial ongoing contractual
commitments for project completions.

» Guarantees: Not explicitly disclosed in the provided report sections.



3.9 Earnings Quality & Forensic Checks



# Check

1

PAT vs CFO trend

Receivables &

channel-stuffing signal

(receivables +
inventory build vs
revenue)

Revenue timing
(unbilled / contract
assets + deferred

revenue / advances)

Revenue from related

parties %

Inventory vs revenue

growth

Inventory valuation
method change

Exceptional items in

operating profit

Depreciation rate vs

useful life policy

Provision reversals
boosting PAT

Tax rate consistency +
cash tax vs P&L tax

CWIP age and stalling

projects

Deferred tax asset

recognition adequacy

Impact

Profit | — earnings overstate
cash; [4,594 Cr inventory
build drives CFO to negative
(185 Cr.

Revenue 1| — aggressive
volume push; combined
inventory and receivables
grew 271% vs 50% sales
growth.

Revenue 1 — aggressive
recognition; "Bill and Hold"
policy allows revenue
recognition before physical
delivery.

Neutral — low direct revenue
risk; trade receivables from
RPs remain a small fraction
of total.

Profit | — margin risk;
inventory grew 457% YoY
while sales grew only
50.01%.

Neutral — consistent policy;
moving weighted average
used, but write-downs
increased significantly.

Profit 1 — non-core boost;
[102 Cr exceptional gain
significantly inflates the
reported PBT.

Profit 1 — lower expense;
technical evaluations used to
justify lives longer than
Schedule II.

Profit 1 — earnings
management; reduction in
doubtful debt allowance
despite aging increase.

Profit | — high tax leakage;
effective tax rate rose to 40%
from 33% YoY.

Neutral — project
capitalization; CWIP fell as
projects (WML/WDI) moved
to Fixed Assets.

Neutral — standard
recognition; statutory
balances (GST) represent a
larger liquidity "cash trap"
than DTA.

Status

Evidence

PAT 199 Cr vs
CFO -[185 Cr

Inv + Rec: [6,826
Cr (FY23) vs
1,832 Cr (FY22)

Advance from
Customers:
[B,087 Cr

RP Receivables:
[13.26 Cr

Inventory: [5,686
Cr vs Sales:
9,758 Cr

Write-downs:
[28.29 Cr

Exceptional items:
(102 Cr

Dep: [BO3 Cr;
Gross Block:
[¥,454 Cr

Allowance: [7.07
Cr (FY23) vs
[29.81 Cr (FY22)

Tax %: 40.00;
Direct Tax Paid:
119 Cr

CWIP: [B7 Cr
(FY23) vs [1,261
Cr (FY22)

Statutory
Balances: [B89.79
Cr

Notes Detail

CFO/OP ratio fell from 78% to
-13% YoY due to massive
working capital blockage.

Inventory days exploded from
78 to 290 days, far outstripping
the 50% revenue growth.

Note 1.4: Revenue recognized if
control transfers even without
physical delivery; requires
monitoring for timing.

Note 50: While RP receivables
grew, they represent only ~1%
of total trade receivables.

Note 12: Massive jump in
Finished Goods (1,837 Cr)
suggests potential slow-moving
stock or overproduction.

Note 1.15: Valuation remains
lower of cost or NRV; spike in
write-downs linked to acquired
stock.

Note 28: Includes [54.52 Cr
non-recurring gain from sale of
Sintex BAPL NCDs by a
subsidiary.

Note 1.10: Management uses
specific technical estimates for
steel equipment, potentially
slowing depreciation hit.

Note 13: Provision reversal
aided P&L while undisputed
receivables >6 months nearly
doubled to [134.95 Cr.

P&L tax charge is higher than
cash tax paid, likely due to
deferred tax adjustments.

Note 46: Large scale transfer
from CWIP to Building/Plant
Machinery indicates project
completions.

Note 11: Massive GST input
credits locked up due to heavy
capex, restricting operational
liquidity.



# Check Impact Status Evidence
Profit | — value leakage risk;
. . Other RP
RPT quantum and sharp increase in "Other .
. O Receivables:
trend receivables" from related
i [650.52 Cr
parties.
Profit ¢+ — liquidity strain;
Dividend paid vs FCF dividends paid despite 0 Div Payout: 63%;

adequacy deeply negative Free Cash

Flow.

FCF: -[1,235 Cr

Profit t — non-cash gain;
Capital Reserve recognized O
from Sintex acquisition.

Bargain Purchase
Recognition

Capital Reserve:
[65.00 Cr

Profit 11 — future margin
Cash Flow Hedge . . . OClI Loss: [48.50
risk; losses recognized in O

Accounting ocl Cr
reserve.

4. MANAGEMENT & GOVERNANCE

Notes Detail

Note 50: Increase from [7.49 Cr
to [50.52 Cr warrants scrutiny
for non-interest bearing
advances.

Company paid [130 Crin
dividends while borrowing
heavily to fund a [1,235 Cr FCF
deficit.

Note 1.10: Fair value of net
assets acquired exceeded
purchase price; suggests
potential legacy issues in
acquired entity.

Note 1.17(b): Hedge losses will
eventually hit P&L or inventory
cost, potentially depressing
future margins.

A. Auditor Report & Key Audit Matters * Audit Opinion: Unqualified Opinion by Price Waterhouse Chartered
Accountants LLP. * KAM 1: Revenue Recoghnition - Bill and Hold Arrangements: Focus on timing of revenue
recognition where control transfers before physical delivery. Management verifies contractual terms and ensures
goods are segregated. * KAM 2: Business Combinations (Sintex & ABG Assets): Concern regarding fair
valuation of acquired assets and recognition of a [65 Cr Capital Reserve (Bargain Purchase). Independent
experts were used for allocation. * KAM 3: Inventory Valuation: Focus on NRV and slow-moving items given
the 457% jump in inventory, especially in newly acquired entities. * Internal Controls: Deemed effective; no

material weaknesses or going concern uncertainties reported.

B. Related Party Transactions

Amount (O
Cr)

Nature

Relationship

Concern

Group Other Financial Assets

Various RPs » i 50.52 Cr
Entities (Receivables)
Welspun Steel .
Ltd Group Entity Repayment of Loan 49.25 Cr
) Group )
Various RPs . Trade Receivables 13.26 Cr
Entities
. Group ) .
Various RPs . Security Deposits 7.75 Cr
Entities

[0574% YoY increase in non-trade
receivables.

Neutral; settlement of prior debt.

OSignificant jump from 2.72 Cr.

Neutral; slight decrease.

* RPT Verdict: Monitor 0— While RPTs are 0.65% of revenue, the 574% surge in "Other Receivables" from
related parties during a year of negative CFO and high debt accumulation requires close scrutiny for potential

cash leakage.

C. Shareholding * Promoters: 50.01% (Stable YoY) * Flls: 11.13% (vs 11.23% Mar 22) * Dlls: 10.95% (vs

13.38% Mar 22) * Public: 27.91% (vs 25.38% Mar 22)



D. Board Composition + KMP Compensation * Total Directors: 11 | Independent %: 54.54% | Women
Directors: 4 (36.36%). * KMP Compensation: Individual pay not disclosed in snippet. However, Employee
Share-based Expense (ESOP) spiked 814% to [5.58 Cr, signaling aggressive management incentives despite
a 65% drop in Net Profit. Aggregate employee costs remained stable at 6% of sales.

F. Capital Allocation & Capex

FY Current (CICr) FY Prior (CCr) % of CFO
Capex (Fixed Assets Purchased) 1,194.00 979.00 N/M O
Acquisitions 436.00 0.00 NM O
Dividends Paid 130.00 165.00 N/M O
Net Debt Change (Borrowings) 1,324.00 -273.00 NM O
Working Capital Investment 496.00 125.00 N/M O
Interest Payments 178.00 74.00 NM O

* CAPEX Analytical Notes:
- CFO Coverage of Capex: 0.00x. CFO (-[185 Cr) failed to cover any of the (1,194 Cr Capex.
> Nature of Capex: Primarily growth capex for DI Pipes and TMT Rebars facilities in Anjar.
- Deployment Efficiency: Revenue grew 50%, but new assets are in the ramp-up phase, leading to ROCE
compression (6%).
- Key Takeaways: The [1,194 Cr Capex and [436 Cr Acquisition represent a massive bet on Indian
infrastructure, significantly stretching the balance sheet and increasing interest costs by 140%.

H. Risks * 1. Refinancing Risk: Current maturities of long-term debt spiked to [964.27 Cr. Impact: High
immediate liquidity pressure in FY24. (Severity: [JHigh) * 2. Inventory Obsolescence: Inventory exploded 457%
to [5,686.16 Cr. Impact: Risk of write-downs if DI Pipe or Sintex stock doesn't move; [28.29 Cr already written
down. (Severity: (OJHigh) * 3. Leverage Risk: Total borrowings increased to [8,381.00 Cr. Impact: Weakening
interest coverage as costs rose 140% YoY. (Severity: OMedium) * 4. Integration Risk: Acquisition of Sintex and
ABG assets. Impact: Potential for legacy liabilities or failure to achieve B2C synergies. (Severity: OMedium) * 5.
Working Capital Trap: Statutory Balances (GST) locked at [B89.79 Cr. Impact: Restricts operational liquidity;
cash is "trapped" in tax credits. (Severity: CMedium)



5. SCORECARD & VERDICT

Part A: Scorecard

Dimension Key Evidence One-line Rationale
. . 1 million MT sales; Sintex Strong market position and diversification into
Business Quality 4 - . .
brand; JJM mandate high-demand infra/B2C segments.
. . D/E 0.72x; CFO -[185 Cr; Negative CFO and high debt to fund expansion
Financial Health 2 ! L
Interest Coverage 2.37x have significantly weakened the balance sheet.

Earnings are heavily supported by non-cash
CFO < PAT; 457% Inventory

Earnings Quality 2 ! . o items and provision reversals amid a massive
jump; Provision reversals ) _
inventory build.

54% Independent Board,; Generally compliant but high RPT growth and
Management & o . . ) .
3 - 574% spike in RP Other ESOP spikes during profit declines are
Governance . .
Receivables concerning.
Capital Allocation & 3 . ROCE 6% < WACC; [14,600 Massive capex yet to yield returns, though the
Earnings Visibility Cr Order Book order book provides a floor for future revenue.

BUSINESS POSITIVES (for this company this year) * [IStrong Revenue Growth: Topline grew 50.01% to
(9,758 Cr, driven by diversification and volume recovery. * JRobust Order Book: Total order book stands at
(14,600 Cr, providing high revenue visibility for FY24. * [IStrategic B2C Pivot: Successful acquisition of Sintex
BAPL provides an entry into the branded water storage market with 13,000+ retailers. * JGlobal Leadership:
Crossed 1 million MT in Line Pipe sales for the 8th time in 10 years, with US and Saudi plants fully booked. * [
ESG Leadership: Ranked in the Top 7% globally in the DJSI, positioning the company well for green financing.

BUSINESS NEGATIVES | CONCERNS (for this company this year) * [ICash Flow Stress: CFO turned
negative at -[185 Cr, with Free Cash Flow at a deep deficit of -[1,235 Cr. * JInventory Explosion: Inventory
grew 457% to 5,686 Cr, far outstripping revenue growth and leading to [28.29 Cr in write-downs. * [J
Refinancing Pressure: Current maturities of long-term debt spiked to [964.27 Cr, requiring significant cash
outflow in FY24. * JReturn Dilution: ROCE halved from 13% to 6% as the massive asset base expansion has
yet to translate into profits. * JGovernance Flags: Other Receivables from related parties surged 574% to
[60.52 Cr during a period of liquidity strain. * JEarnings Management: PAT was aided by a [22.74 Cr provision
reversal and a [64.52 Cr non-recurring gain from NCD sales.

OVERALL SCORECARD SUMMARY Welspun Corp is currently in a high-risk "burn-and-build" phase,
characterized by a massive structural pivot from B2B to B2C. While revenue growth and order book visibility are
strong, the company's financial health has deteriorated significantly, with negative cash flows and a bloated
inventory base. Governance is generally stable, but the sharp increase in related-party receivables and
aggressive ESOP grants during a profit slump warrant caution. The business is on a stable but high-risk
trajectory, where the success of the investment thesis depends entirely on the efficient ramp-up of new
capacities and the integration of the Sintex brand.



Part B: Governance Check Matrix

9
10

Final line: "Total: 9/10 O—
Governance Rating: 4"

Part C: Investor Verdict

Check

Audit opinion clean?
Promoter pledge = 0?
KMP pay < 5% of PAT?
RPT quantum < 5% of

revenue?

Board > 50%
independent?

At least 1 woman director?

No statutory dues
outstanding?

No fraud reported?
Audit trail enabled?

Frequent Auditor change

Status

Evidence

Unqualified opinion provided by Price
Waterhouse.

No pledge disclosed in provided AR snippets.

Individual pay not disclosed; ESOPs spiked
814% to [5.58 Cr.

RPTs are approximately 0.65% of revenue.

54.54% (6 out of 11 directors) are independent.

4 woman directors (36.36%).

No material defaults reported.

No fraud reported by auditors.
Reported as effective in internal control section.

No change; Price Waterhouse continues.

THESIS: A high-leverage bet on the transformation from a cyclical pipe manufacturer to a diversified building
materials conglomerate backed by government infra spending and B2C brand power. OVERALL STANCE:
WATCH RATIONALE: While the strategic pivot is sound, the current combination of negative FCF, massive
inventory build, and high near-term debt maturities creates significant execution risk. RE-EVALUATE WHEN:
Inventory Days drop below 150 and CFO turns positive. BULL CASE: Successful ramp-up of DI Pipes and
Sintex leads to ROCE returning to >15% and EBITDA margins expanding to >10%. BEAR CASE: Slow-moving
inventory leads to massive write-downs and a liquidity crunch necessitates a dilutive equity raise or high-cost
refinancing. KEY MONITORABLE: Inventory Value: (5,686 Cr — watch for reduction to <[(3,000 Cr.

v5-Gemini | 67 pages | 77 chunks
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