Ideaforge Technology 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

Dominant market leader in the Indian drone industry with a 50% market share and a robust portfolio

OPositive
of 38 granted patents.
Revenue expanded by 68.8% YoY to [B14 Cr, though growth is highly concentrated with 75.1% of ONeutral
turnover derived from Government of India contracts.
Operating margins (OPM) contracted significantly from 26% to 18% as material costs spiked to 51.5% ONeati
egative
of sales, indicating pricing pressure or rising input costs. g
Reported PAT of 45.3 Cr is of low quality, as 67% is derived from non-operating Other Income, ONegative
including a one-time 9.64 Cr insurance claim. g
Balance sheet strength is superior following IPO deleveraging, resulting in a virtually debt-free status OPositive
itiv
with a Debt/Equity ratio of 0.02x.
Cash Flow from Operations (CFO) turned positive at [76 Cr, notably exceeding PAT, driven by OPositive
aggressive working capital management and a reduction in debtor days from 113 to 52.
Aggressive R&D capitalization of 51.4 Cr exceeds the entire annual PAT, suggesting that the ONegative
company would be loss-making if these expenses were recognized in the P&L. ¢
Earnings quality is further challenged by a 228% spike in warranty expenses to 8.59 Cr, signaling ONegative
iv
potential product reliability issues or higher maintenance costs for new models. g
Governance remains stable with zero promoter pledges and unqualified audits, though KMP ONeutral
compensation is high at ~8-9% of PAT and Board independence is below 50%.
Forward visibility is clouded by a 43% decline in customer advances to 14.99 Crand 50.49 Cr in ONegative
liquidity trapped in government GST credits. ¢
Strategic pivot toward a "Platform/SaaS" model and expansion into the US market and middle-mile OPositi
ositive
logistics are key long-term growth drivers.
Investment Stance: WATCH; monitor for OPM stabilization above 22% and a reversal in the declining ONeutral

trend of new customer advances.

1. BUSINESS OVERVIEW (In Bullet Points)

* Business Segments: Transitioning from a pure-play hardware manufacturer to an integrated drone platform
provider; dominant 50% market share in India.

* Revenue Drivers: High-value hardware contracts (VTOL and Fixed-wing hybrids); high concentration in
Defence (75% of revenue) provides a stable anchor but introduces "lumpy" procurement risk.

« Cost Drivers: Dominated by raw material imports (electronics, sensors, motors), exposing the company to
forex volatility and supply chain shocks from "geographies of concern."



* Industry Position: Ranked 5th globally in the dual-use category; maintains a "battle-proven" reputation with
4.5 lakh+ flights and 38 granted patents.

» Expansion Plans: Bifurcated into Geographic (aggressive push into US and Canada via ideaForge
Technology Inc.) and Product (moving beyond surveillance into Logistics and Urban Air Mobility).

* Acquisitions: Management explicitly stated they are looking for M&A opportunities to accelerate
development and remain ahead of the curve.

* Capacity Additions: 77% increase in Product Development team size; focus on developing Tactical (50kg)
and Middle-mile (500kg) platforms.

» Segment Performance: Defence accounts for 75%, Civil 21%, and PLI incentives 4%.

» Geographical Presence: 95.88% Domestic (India); 0.09% Export (Outside India), with active infrastructure
being set up in North America.

2. MANAGEMENT COMMENTARY & OUTLOOK

« Strategy is pivoting toward a "Collaborative Drone Ecosystem" by opening platform architecture to 3rd party
payloads, aiming to become the "Android of Drones."

* Focus is shifting toward recurring revenue models through Drone as a Service (DaaS) and SaaS (BlueFire
Live!) to reduce reliance on lumpy hardware contracts.

« Management highlights the PLI Scheme as a significant tailwind for the industry.

 Long-term margins are expected to be protected by indigenization (reducing import dependence) and higher-
margin SaaS/DaasS revenue.

« Demand environment is seeing a "resurgence in focus" globally in the defence sector due to geopolitical
tensions; SVAMITVA Scheme remains a major driver in the civil space.

» Competitive intensity is rising from low-cost assemblers, but management relies on vertical integration
(owning autopilot and flight controllers) as a primary defense.

» New projects include "moonshot" Tactical and Middle-mile logistics platforms and advanced GPS-Denied
Navigation for electronic warfare.

» Execution maturity is signaled by the delivery of large contracts "before time," suggesting strong supply chain
control.

* Management Tone: Visionary but Pragmatic. The leadership exhibits high conviction in a "World’s First/Best"
philosophy, focusing on AS9100D certifications and IP filings rather than "startup hype." They are consciously
avoiding low-margin commodity segments like "Agri-spraying” to protect brand equity.

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 - 314.00 186.00
Sales Growth % 68.81 16.66
Expenses - 257.00 138.00
Material Cost % - 51.52 32.14
Raw material cost 151.00 97.00
Change in inventory 11.00 -37.00
Manufacturing Cost % 3.67 4.16
Employee Cost % 28.85 35.98
Other Cost % -2.04 1.88
Operating Profit 57.00 48.00
OPM % 18.00 26.00
Other Income - 30.00 10.00
Exceptional items 2.55 2.06
Other income normal 27.86 8.34
Interest 5.00 6.00
Depreciation 21.00 12.00
Profit before tax 61.00 41.00
Tax % 26.00 22.00
Net Profit - 45.00 32.00
Exceptional items AT 2.00 1.00
Profit excl Excep 44.00 31.00
Profit for PE 44.00 31.00
Profit for EPS 45.00 32.00
Profit Growth % 43.00 -31.00
EPSinRs 10.56 14.99

Dividend Payout % 0.00 0.00



Balance Sheet ((ICrores)

Line Item

Equity Capital
Reserves

Borrowings -

Long term Borrowings
Short term Borrowings
Lease Liabilities
Other Borrowings
Other Liabilities -
Trade Payables
Advance from Customers
Other liability items
Total Liabilities

Fixed Assets -
Building

Plant Machinery
Equipments
Computers

Furniture n fittings
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
Cash Equivalents
Loans n Advances
Other asset items

Total Assets

Mar 2024

43.00

618.00

14.00

0.00

0.00

14.00

0.00

67.00

16.00

15.00

36.00

743.00

67.00

27.00

6.00

2.00

5.00

4.00

1.00

1.00

65.00

111.00

44.00

54.00

88.00

533.00

98.00

44.00

5.17

40.68

-1.49

274.00

14.00

103.00

743.00

Mar 2023

21.00

303.00

101.00

0.00

86.00

14.00

0.00

63.00

14.00

0.00

49.00

488.00

49.00

22.00

3.00

2.00

2.00

3.00

1.00

0.00

38.00

71.00

22.00

25.00

125.00

289.00

105.00

58.00

36.86

22.14

-1.19

6.00

18.00

102.00

488.00



Cash Flow Statement (CICrores)

Line Item Mar 2024 Mar 2023
Cash from Operating Activity - 76.00 -53.00
Profit from operations 72.00 78.00
Receivables 13.00 -38.00
Inventory 6.00 -56.00
Payables 2.00 7.00
Loans Advances 0.00 0.00
Other WC items 3.00 -38.00
Working capital changes 25.00 -125.00
Direct taxes -20.00 -6.00
Cash from Investing Activity - -102.00 -149.00
Fixed assets purchased -67.00 -33.00
Fixed assets sold 0.00 0.00
Investments purchased -2.00 -110.00
Investments sold 46.00 0.00
Interest received 12.00 3.00
Dividends received 0.00 0.00
Other investing items -92.00 -9.00
Cash from Financing Activity - 189.00 176.00
Proceeds from shares 301.00 0.00
Proceeds from debentures 0.00 0.00
Proceeds from borrowings 0.00 86.00
Repayment of borrowings -86.00 -6.00
Interest paid fin -3.00 -4.00
Financial liabilities -4.00 -2.00
Other financing items -18.00 102.00
Net Cash Flow 164.00 -26.00
Free Cash Flow 9.00 -86.00

CFO/OP 171.00 -97.00



Key Ratios ([JCrores)

Line Item Mar 2024 Mar 2023
Debtor Days 52.00 113.00
Inventory Days 222.00 639.00
Days Payable 36.00 85.00
Cash Conversion Cycle 237.00 667.00
Working Capital Days 203.00 203.00
ROCE % 11.00 15.00

3.2 Financial Analysis Summary

* Revenue grew by 68.81% YoY to [B14.00 Cr, primarily driven by the Government of India (Gol) which
accounts for 75.10% of total sales ([235.83 Cr), highlighting a high dependency on defense procurement
cycles.

« Despite strong top-line growth, OPM % contracted significantly from 26.00% to 18.00% as Material Cost %
spiked to 51.52% from 32.14%, while Other Expenses surged 67.22% YoY to [48.73 Cr, including a 228%
spike in Warranty Expenses to [8.59 Cr.

* Net Profit of [45.00 Cr is heavily supported by Other Income of [(80.00 Cr, which includes a one-time
insurance claim of [9.64 Cr and fair value gains, indicating that core operating earnings are lower than the
reported bottom line.

» The company's earnings quality is under pressure as it capitalized [51.40 Cr of R&D expenses into
Intangible Assets Under Development, an amount exceeding the total PAT of [45.00 Cr; if these were
expensed, the company would have reported a pre-tax loss.

» Depreciation increased by 78.54% to [21.00 Cr, linked to the expansion of the Gross Block to [111.00 Cr,
while CWIP rose to [54.00 Cr reflecting ongoing facility improvements and R&D capitalization.

» Working Capital management showed mixed results; while Debtor Days improved from 113 to 52 days,
Inventory Days remain high at 222 days, and Other Assets are bloated by [50.49 Cr in Balances with
Govt Authorities (GST credits), trapping liquidity.

» Trade Receivables decreased to [44.00 Cr, but ageing analysis reveals [8.11 Cr is now overdue for more
than one year, signaling potential collection friction with government clients despite the overall reduction in
Receivables.

* Total Debt (excluding leases) was effectively eliminated as the company used Proceeds from shares
(CB01.00 Cr from IPO) to make a Repayment of borrowings of [(86.00 Cr, resulting in a negligible Debt/
Equity of 0.02.

» Cash from Operating Activity turned positive at [¥6.00 Cr compared to -[53.00 Cr in FY23, driven by
Working capital changes of [25.00 Cr, allowing the company to achieve a positive Free Cash Flow of
[9.00 Cr despite heavy Capex.

* ROCE % diluted from 15.00% to 11.00% and ROE % fell to 6.81%, reflecting the massive increase in Net
Worth (Reserves at (618.00 Cr) post-IPO that has yet to be fully sweated into proportional earnings growth.

» Advance from Customers (Contract Liabilities) decreased from [26.54 Cr to [14.99 Cr, which, when linked
to the 68.8% Revenue growth, suggests the company is executing its existing order book faster than it is
booking new advances.

* Finance Cost decreased to [5.00 Cr following the debt repayment, and Interest Coverage improved to
13.20x, strengthening the Balance Sheet position and providing significant headroom for future expansion.



 Other Assets are dominated by Balances with Govt Authorities ((50.49 Cr), which grew 54% YoY,
suggesting a buildup of GST input tax credits that the company is unable to offset quickly, effectively acting as
an interest-free loan to the government.

 Other Liabilities saw a spike in Payable to Employees ([17.56 Cr vs [5.10 Cr), likely relating to accrued
bonuses or performance incentives following high revenue growth, representing a significant short-term cash
outflow requirement.

» Other Expenses were driven by a 106% increase in Legal and Professional Fees ([13.32 Cr) and a 228%
increase in Warranty Expenses ([8.59 Cr), the latter signaling potential early-stage reliability issues with
new product deployments.

» The dominant financial theme of the year is a successful post-IPO balance sheet deleveraging and
robust revenue growth, masked by aggressive R&D capitalization and a heavy reliance on non-
operating income to maintain profitability.

3.3 Contingent Liabilities & Commitments

* Provision for Warranty: [7.255 Cr (Closing balance), based on a 1% estimate of sales; reflects cumulative
impact of higher volumes.

* Provision for Liquidated Damages: [0.296 Cr (FY24) vs [2.947 Cr (FY23); massive utilization of [2.790 Cr
suggests settlement of past delivery delay penalties.

« Capital Commitments (CWIP): [6.865 Cr relates to leasehold improvements and interior works for new
facilities, with [2.962 Cr expected to be completed within one year.

* Tax/Litigation: Management identifies "Recognition and measurement of provisions and contingencies” as a
significant estimation uncertainty, critical for government contracts.



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

Impact

Profit 1 — strong cash
conversion; working capital
release and non-cash
adjustments drive CFO
above PAT.

Revenue t — healthy
collections; receivables and
inventory decreased despite
68% sales growth, improving
liquidity.

Revenue | — slowing order
inflows; 43% drop in
customer advances suggests
potential depletion of order
book.

Neutral — minimal RPT risk;
absence of significant related
party sales ensures arm's
length revenue quality.

Profit 1+ — efficient stock
management; inventory
levels stabilized while
revenue surged, reducing
carrying cost drag.

Neutral — consistent
valuation; adherence to cost
or NRV ensures no artificial
profit inflation via method.

Profit 1 — non-core earnings
boost; insurance claim and
fair value gains contribute
67% of PAT.

Profit | — aggressive
amortization; 3-year life for
R&D reflects tech
obsolescence but front-loads
expense.

Profit 1 — provision
utilization; (2.79 Cr LD
provision reversal/utilization
reduces expense burden in
current year.

Profit | — high cash tax;
actual tax paid exceeds P&L
provision, impacting net
liquidity.

Profit | — capital lock-up;
116% increase in CWIP
suggests heavy ongoing

Status

Evidence

PAT [45 Crvs CFO
V6 Cr.

Receivables [44 Cr,
Inventory (98 Cr vs
Sales [B14 Cr.

Contract liabilities
decreased from
[26.54 Crto [14.99
Cr.

No outstanding dues
from Related Parties
as of March 31, 2024.

Inventory [98.28 Cr
(FY24) vs [104.68 Cr
(FY23) against 68%
sales growth.

No change in
inventory valuation
policy reported in
FY24.

Other income [80.41
Crincludes [8.64 Cr
insurance claim and
[4.62 Cr gains.

Depreciation [21 Cr
(FY24) vs (12 Cr
(FY23); 3-year
amortization for
intangibles.

Liguidated Damages
provision utilization of
[2.79 Cr during FY24.

Tax rate 26%; Direct
taxes paid [20 Cr vs
P&L tax ~[16 Cr.

CWIP [54 Cr (FY24)
vs [25 Cr (FY23).

Notes Detail

CFO/OP ratio at 171%
indicates high cash
generation from operations
in FY24.

Debtor days improved from
113 to 52; inventory days
dropped from 639 to 222.

Note 24(ii) indicates faster
execution of existing orders
or fewer new advances
from Gol.

Note 9(iv) explicitly
confirms zero outstanding
balances from related
entities at year-end.

Note 8 shows shift from
finished goods to raw
materials for future order
fulfillment.

Standard accounting policy
2.2 applied consistently
across reporting periods
without modification.

Note 25 highlights one-time
insurance claim related to a
FY23 fire incident inflating
income.

Note 2.2(b) specifies 3-
year life for Product
Development; WDV
method used for asset
depreciation.

Note 22 shows massive
utilization of LD provisions,
clearing past delivery delay
penalties.

Cash flow statement shows
[20 Cr tax outflow; P&L
shows 26% effective tax
rate.

Note 4A; [6.86 Cr relates
to leasehold improvements;
remainder likely R&D
capitalization.



# Check Impact Status Evidence Notes Detail
investment not yet
generating revenue.
Profit 1+ — DTA recognition; Note 14; DTA driven by
Net Deferred Tax
Deferred tax asset [9.4 Cr asset depends on . warranty and bonus
. ) . O Assets increased to . .
recognition adequacy future profits, potentially . provisions; Auditor KAM
. A [9.426 Crin FY24. N L
overstating current equity. highlights recognition risk.
Neutral — clean balance ) ) N
. Zero outstanding dues  Note 9(iv) and Note 12(ii)
sheet; zero outstanding RPT . . .
RPT quantum and . from Related Parties; confirm no outstanding
13 dues reduces risk of ad
trend ) . no loans to promoters/  RPT balances or loans to
siphoning or related-party
KMPs. management.
defaults.
Neutral — cash retention; Company prioritizing
. . zero dividends despite . reinvestment into R&D
Dividend paid vs FCF - . FCF [ Cr; Dividend o
14 positive FCF supports high O ((51.4 Cr capitalized) over
adequacy Payout 0.00%. .
R&D and growth shareholder payouts in
requirements. FY24.
Profit 1 — aggressive If these R&D costs were
15 R&D Capitalization vs capitalization; R&D 0 Note 6A(iv); (61.40 Cr  expensed, the company
PAT capitalization ((51.40 Cr) capitalized in FY24. would have reported a pre-
exceeds PAT ([45.27 Cr). tax loss.
Buildup of GST input tax
GST Credit Neutral — liquidity trap; Balances with Govt credits acts as an interest-
redi
16 . [50.49 Cr trapped in O Authorities grew 54% free loan to the
Accumulation .
government balances. YoY. government, straining
liquidity.
High dependency on
. Neutral — dependency risk; Note 24; [235.83 Cr defense procurement
17 Revenue Concentration O

75.10% of revenue from Gol.

4. MANAGEMENT & GOVERNANCE

A. Auditor Report & Key Audit Matters

* Audit Opinion Type: Unqualified.
* Key Audit Matters (KAMs):

from Gol.

cycles and budgetary
allocations.

- Revenue Recognition: Auditor focused on the complexity of multi-element contracts (hardware, software,
and services) and the timing of revenue recognition.

> Inventory Valuation and Obsolescence: Flagged risk of carrying obsolete stock given rapid
technological shifts; management performs periodic technical evaluations.

o Capitalization of Intangible Assets (R&D): Significant judgment involved in capitalization criteria; [51.40
Cr capitalized in FY24.

- Recognition of Deferred Tax Assets: Highlighted as a risk area as it depends on the availability of future
taxable profits.

 Auditor Fees: Audit fees: [0.64 Cr. Non-audit fees (primarily IPO-related): [1.39 Cr. Total fees increased
significantly post-listing.



B. Related Party Transactions

Party Relationship Nature Amount (CJCr) Concern
Promoters Promoters Personal Guarantees Not Quantified Contingent Risk
KMPs/Directors Management Loans/Advances 0.00 Clean

Related Entities Group Outstanding Dues 0.00 Clean

* [Note 17]: Promoters continue to provide personal guarantees for sanctioned bank facilities. While unutilized,
this indicates a lack of standalone credit strength.

* [Note 9(iv)]: The company explicitly states there are no outstanding dues from Related Parties as of March
31, 2024.

C. Shareholding

Shareholder Category Mar 2024 (%) Mar 2023 (%)
Promoters 30.36 33.32

Fll 4.48 0.00

»]]] 5.85 0.00

Public 59.31 66.68

* Pledged Shares: 0.00% of promoter holding is pledged.

D. Board Composition + KMP Compensation

Total Directors 8
Independent % 37.50%
Women Directors 1 (Sutapa Banerjee)

KMP Compensation (EBITDA = [57.00 Cr): | KMP | Role | FY Current (OCr) | YoY Growth % | % of EBITDA |
| :---]:---| :--- | :--- | :--- | | Ankit Mehta | CEO & WTD | 3.53 | 37.35% | 6.19% | | Ashish Bhat | WTD | 3.53 |
37.35% | 6.19% | | Rahul Singh | WTD | 3.53 | 37.35% | 6.19% | | Vipul Joshi | CFO | 4.19 | N/A| 7.35% |

» Analysis: Aggregate KMP compensation for the three founders grew by 37.17%, outstripping EBITDA growth
of 18.75%. The CFO's compensation is higher than the CEQO's, suggesting high retention costs post-IPO. No
family relations between directors were disclosed.

F. Capital Allocation & Capex

Action FY Current (CJCr) FY Prior (JCr) % of CFO

Equity Issuance 301.00 0.00 396.05% Strength
Capex 67.00 33.00 88.16% Aggressive
Net Debt Change -87.00 80.00 -114.47% De-leveraging
Working Capital Investment 25.00 -125.00 32.89% Consumption

CAPEX Analytical Notes: * CFO Coverage of Capex: CFO ([¥6 Cr) barely covers Capex ([67 Cr), resulting in
aratio of 1.13. * Nature of Capex: Primarily growth-oriented, focusing on Intangible Assets Under



Development ((51.40 Cr) for new UAV platforms. * Deployment Efficiency: Revenue grew 68.81% on a 100%
increase in Capex spend YoY. * Key Takeaway: The capitalization of [51.40 Cr in R&D is the most critical
forensic signal; had this been expensed, the company would have reported a pre-tax loss.

H. Risks

» Customer Concentration (CJHigh): 75.10% of revenue from Gol; high volatility in cash flows and
dependency on defense budgets.

* R&D Obsolescence ([High): UAV tech cycles are short (3-year amortization); rapid write-downs if new
platforms fail.

« Capitalization Risk ((JHigh): R&D capitalization ([51.40 Cr) exceeds PAT ([45.27 Cr); earnings would be
negative if expensed.

¢ Inventory Risk (OMedium): Inventory ([88.28 Cr) is 2x Trade Receivables; risk of component obsolescence.

* Regulatory Risk (CMedium): Operates under Industries (D&R) Act, 1951; license cancellation would halt
operations.

5. SCORECARD & VERDICT

Part A: Scorecard

Dimension Key Evidence One-line Rationale
. ) 75% Gol concentration; 50% Strong market position but high customer
Business Quality 3 - .
market share concentration and lumpy defense cycles.
. . D/E 0.02x; CFO [¥6 Cr > PAT (45 Post-IPO deleveraging has created a
Financial Health 5 1 L
Cr pristine, debt-free balance sheet.
. ) R&D Cap (51.4 Cr > PAT [45 Cr; Reported profits are an accounting artifact
Earnings Quality 2 ! T .
67% PAT from Other Income of R&D capitalization and non-core income.
. . Transparent disclosures and clean RPTSs,
Management & Zero pledge; Unqualified audit;
4 = though founder pay growth outpaced
Governance 37.5% Independent
EBITDA.
Capital Allocation & ROCE 11%; FCF [® Cr; Declining  Disciplined debt repayment but R&D heavy
Earnings Visibility - advances with slowing new customer advances.

BUSINESS POSITIVES (for this company this year) * [IRevenue Growth: Robust top-line expansion of
68.81% YoY to [B14 Cr. * [De-leveraging: Successfully utilized IPO proceeds to reduce Debt/Equity from 0.31x
to 0.02x. * O Cash Conversion: CFO turned positive at [¥6 Cr, significantly exceeding PAT of (45 Cr. * OMarket
Dominance: Maintained 50% market share in the Indian drone industry with 38 granted patents. * [
Operational Efficiency: Debtor days improved drastically from 113 to 52 days.

BUSINESS NEGATIVES | CONCERNS (for this company this year) * [JEarnings Quality: Capitalized R&D
(051.40 Cr) exceeds total PAT ([45.27 Cr), masking operational losses. * [INon-Core Profits: 67% of PAT is
derived from Other Income, including a one-time [9.64 Cr insurance claim. * OMargin Compression: OPM%
contracted from 26% to 18% due to a spike in material costs (51.5% of sales). * Order Book Visibility:
Customer advances (Contract Liabilities) dropped 43% to [14.99 Cr, suggesting slowing inflows. * OLiquidity
Trap: [50.49 Cr (6.8% of total assets) is trapped in GST credits with government authorities.

OVERALL SCORECARD SUMMARY ideaForge exhibits a dual identity: a financially robust, debt-free entity
with strong market leadership, and a business whose reported profitability is highly dependent on aggressive
accounting choices. While the balance sheet is pristine post-IPO, the core earnings quality is weak due to the



capitalization of R&D expenses that exceed net profit and a heavy reliance on non-operating income. The
business is currently in a stable but transitionary trajectory, where the strength of the balance sheet provides a
cushion, but the "Platform/SaaS" pivot must materialize to offset lumpy defense hardware cycles.

Part B: Governance Check Matrix

# Check Status Evidence

1 Audit opinion clean? O Unqualified opinion (p.243)

2 Promoter pledge = 0? O 0.00% pledged

3 KMP pay < 5% of PAT? 0 Founder KMPs each at ~7.8% of PAT;

CFO at 9.2%

RPT quantum < 5% of

4 ad 0% material revenue-side RPTs
revenue?

5 Board > 50% independent? O 37.50% Independent (3 out of 8)

6 At least 1 woman director? O Sutapa Banerjee (p.100)

No statutory dues . .
7 . O No material undisputed dues reported
outstanding?

8 No fraud reported? O No fraud reported by auditors (p.254)
9 Audit trail enabled? O Confirmed by auditor (p.253)
10 Frequent Auditor change O No frequent changes noted

Final line: "Total: 8/10 O— Governance
Rating: 4"

Part C: Investor Verdict

THESIS: A dominant drone leader with a pristine balance sheet but low core earnings quality, currently
transitioning from hardware to a platform-led model.

OVERALL STANCE: WATCH

RATIONALE: The current valuation is supported by IPO cash and market share, but core profitability is negative
if R&D is expensed, and new order visibility is declining. RE-EVALUATE WHEN: OPM% stabilizes above 22%
OR SaaS/Daas revenue exceeds 10% of total mix. BULL CASE: Successful scaling of the 500kg Middle-mile
logistics drone and US market entry could double the addressable market. BEAR CASE: A failure to secure new
large-scale Gol contracts combined with a write-down of capitalized R&D could lead to significant net losses.
KEY MONITORABLE: Customer Advances: [14.99 Cr - Watch for a move below 10 Cr (signaling order book
depletion).

v5-Gemini | 130 pages | 155 chunks
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