Rajesh Exports 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

The business model functions as a commoditized, high-volume gold play with zero pricing power,

. L ONegative
currently suffering from a structural contraction in demand.
Revenue deteriorated 17.4% YoY to 2,80,676 Cr, indicating a significant loss of scale in an industry ONegative
where volume is the primary driver of viability. ¢
Operating margins have reached a precarious floor, with PAT margins collapsing to 0.12%, leaving the ONeati
egative
company with no buffer against operational shocks. g
Net Profit plummeted 76.5% to 337 Cr, a figure that would have likely been a loss if not for a 900% ONegative
surge in non-operating interest income to 243 Cr. g
The company maintains a low reported Debt/Equity of 0.04x and repaid (69 Cr in borrowings, though ONeutral
u
the "debt-free" claim is contradicted by [655 Cr in remaining debt.
Positive Free Cash Flow of (72 Cr was generated this year, representing a sharp reversal from the OPositive
[265 Cr outflow in FY23.
Cash flow generation was entirely dependent on a massive 1,844 Cr inventory liquidation and a 90% ONegative
reduction in capex, rather than core earnings. ¢
Earnings quality is severely compromised by a 9% increase in receivables despite falling sales, with ONegative
iv
3,905 Cr (34.5% of total) aged over three years. g
Governance risks are at a critical high due to the absence of a mandatory audit trail and the auditor's ONegative
inability to verify assets in major foreign subsidiaries. g
The balance sheet faces a catastrophic risk where a mandatory write-off of aged receivables could ONegative
wipe out approximately 25% of the company’s Net Worth. ¢
Capital allocation is currently value-destructive, with ROCE falling to 3% and the suspension of ONeati
egative
dividends signaling acute liquidity stress. g
Investment View: AVOID; monitor for the implementation of a verifiable audit trail and a 50% reduction ONegative

in the >3-year receivables pile.

1. BUSINESS OVERVIEW (In Bullet Points)

* Business Segments: Rajesh Exports Ltd (REL) operates as a vertically integrated player in the gold
industry, spanning refining, manufacturing, and retailing of gold and diamond jewellery.

* Revenue Drivers: Primary revenue is driven by global gold refining volumes and the sale of gold products.
The company reported a total income of [2,80,676 Cr for FY24, a 17.4% decline from FY23.

« Cost Drivers: The business model is characterized by extremely high material costs, with Raw material cost
consuming 99.76% of Revenue.



« Industry Position: REL markets itself as a global leader with a significant presence in the gold trade, owning
Valcambi (Switzerland), the world’s largest gold refinery.

« Expansion & Capacity: The company maintains a large manufacturing facility in Bangalore and claims to
have one of the finest R&D units in the jewellery industry for design and technology.

* Geographical Presence: While claiming a "Global Presence," the standalone entity reported zero foreign
exchange earnings or outgo for FY24, implying a decoupling of Indian operations from the global trade or
potential disclosure inaccuracies.

» Segment Performance: The group operates in a single primary segment: Gold and gold products.
Performance in FY24 was marked by a 76.5% collapse in Net Profit (from (1,432 Cr to [B37 Cr).

2. MANAGEMENT COMMENTARY & OUTLOOK

* Management describes the FY24 performance as "satisfactory" despite a catastrophic 76% decline in
earnings and a 17% contraction in revenue.

» The Board did not recommend a dividend for FY24, citing "long-term growth objectives from internal cash
accruals,” signaling a shift toward liquidity preservation.

« Management explicitly claims the company is "debt free," although the balance sheet continues to show [655
Cr in short-term borrowings.

» The company continues to emphasize its "design-led" strategy and R&D capabilities, though financial
outcomes reflect a commoditized, low-margin volume play.

« Strategic focus remains on maintaining the integrated "mine-to-retail" model to capture efficiencies across the
value chain.

 There is a notable absence of detailed guidance regarding macro headwinds, the specific causes of the profit
crash, or the demand environment in the annual report.

* Management Tone: Opaque & Deflected. The commentary is characterized by a "black box" communication
style, using boilerplate language to mask severe financial deterioration. The lack of accountability regarding
the 76% profit drop and the "Debt-Free" claim—which contradicts reported borrowings—suggests a narrative-
driven rather than transparency-driven management approach.

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 - 280,676.00 339,690.00
Sales Growth % -17.00 40.00
Expenses - 280,348.00 338,054.00
Material Cost % - 100.00 99.00
Raw material cost 280,011.00 337,600.00
Change in inventory 0.00 0.00
Manufacturing Cost % 0.00 0.00
Employee Cost % 0.00 0.00
Other Cost % 0.00 0.00
Operating Profit 328.00 1,636.00
OPM % 0.00 0.00
Other Income - 243.00 24.00
Exceptional items 0.00 0.00
Other income normal 243.00 24.00
Interest 139.00 81.00
Depreciation 64.00 101.00
Profit before tax 368.00 1,478.00
Tax % 9.00 3.00
Net Profit - 337.00 1,432.00
Exceptional items AT 0.00 0.00
Profit excl Excep 337.00 1,432.00
Profit for PE 337.00 1,432.00
Profit for EPS 337.00 1,432.00
Profit Growth % -76.00 42.00
EPSinRs 11.41 48.51

Dividend Payout % 0.00 0.00



Balance Sheet ((ICrores)

Line Item Mar 2024 Mar 2023
Equity Capital 30.00 30.00
Reserves 15,217.00 14,694.00
Borrowings - 655.00 723.00
Short term Borrowings 655.00 723.00
Other Borrowings 0.00 0.00
Other Liabilities - 6,170.00 7,428.00
Non controlling int 0.00 0.00
Trade Payables 5,920.00 7,157.00
Advance from Customers 5.00 8.00
Other liability items 244.00 262.00
Total Liabilities 22,072.00 22,875.00
Fixed Assets - 2,071.00 2,038.00
Land 37.00 60.00
Building 746.00 727.00
Plant Machinery 1,552.00 1,496.00
Equipments 47.00 44.00
Computers 18.00 19.00
Furniture n fittings 10.00 10.00
Vehicles 9.00 8.00
Intangible Assets 0.00 0.00
Other fixed assets 900.00 846.00
Gross Block 3,320.00 3,210.00
Accumulated Depreciation 1,248.00 1,172.00
CWIP 9.00 38.00
Investments 1,292.00 1,241.00
Other Assets - 18,700.00 19,557.00
Inventories 4,205.00 6,049.00
Trade receivables - 11,304.00 10,356.00
Receivables over 6m 7,757.00 7,015.00
Receivables under 6m 3,547.00 3,341.00
Prov for Doubtful 0.00 0.00
Cash Equivalents 2,273.00 2,096.00
Loans n Advances 0.00 0.00
Other asset items 917.00 1,056.00

Total Assets 22,072.00 22,875.00



Cash Flow Statement (CICrores)

Line Item Mar 2024 Mar 2023
Cash from Operating Activity - 140.00 457.00
Profit from operations 394.00 1,659.00
Receivables -948.00 451.00
Inventory 1,844.00 1,620.00
Payables -1,237.00 0.00
Other WC items -79.00 -3,244.00
Working capital changes -421.00 -1,172.00
Direct taxes 166.00 -30.00
Cash from Investing Activity - 70.00 10.00
Fixed assets purchased -68.00 -722.00
Fixed assets sold 0.00 0.00
Investments purchased -50.00 -128.00
Investments sold 0.00 0.00
Other investing items 188.00 860.00
Cash from Financing Activity - -33.00 -186.00
Proceeds from borrowings 0.00 77.00
Repayment of borrowings -69.00 -168.00
Interest paid fin -139.00 -81.00
Dividends paid 0.00 -14.00
Other financing items 175.00 0.00
Net Cash Flow 177.00 281.00
Free Cash Flow 72.00 -265.00
CFO/OP -8.00 30.00

Key Ratios (JCrores)

Line Item Mar 2024 Mar 2023
Debtor Days 15.00 11.00
Inventory Days 5.00 7.00
Days Payable 8.00 8.00
Cash Conversion Cycle 12.00 10.00
Working Capital Days 13.00 10.00
ROCE % 3.00 11.00

3.2 Financial Analysis Summary

* Revenue from operations witnessed a sharp contraction of 17.37%, falling to [2,80,676.00 Cr, which
management attributes to a decline in global gold refining volumes; however, Trade Receivables on the



Balance Sheet diverged significantly by growing 9.15% to [11,304.00 Cr, indicating a severe mismatch
between sales and collections.

» The company's profitability is under extreme pressure as Operating Profit collapsed by 79.95% to [828.00
Cr, with PAT Margin thinning to a negligible 0.12% due to a cost structure where Raw material cost
consumes 99.76% of Revenue.

» Other Income surged by 900% to [243.00 Cr, primarily driven by [(1173.60 Cr in interest income, which acted
as a non-operating cushion to prevent a pre-tax loss, as seen in the P&L Statement where Profit before tax
stood at [B68.00 Cr.

* Finance Cost escalated by 71.6% to [139.00 Cr despite lower business volumes, which is reflected in the
Cash Flow Statement as a major outflow and has caused the Interest Coverage ratio to deteriorate from
19.25x to 3.65x.

» Trade Receivables quality is a major concern as 34.55% of the total balance, amounting to (8,905.20 Cr, is
aged over 3 years, yet the company has not made significant Provisions, leading to a [49.69 Cr Bad Debts
Written Off in Other Expenses.

* Inventory levels on the Balance Sheet reduced by 30.48% to [4,205.00 Cr, which provided a massive
[1,844.00 Cr liquidity boost to CFO in the Cash Flow Statement, effectively masking the weakness in core
operational cash generation.

» Working Capital management shows signs of stress as Trade Payables fell by 17.28% to [5,920.00 Cr, and
the Cash Conversion Cycle elongated to 12 days, with [1,007.52 Cr of payables being over 2 years old,
suggesting potential liquidity stretching.

* Total Debt of [655.00 Cr is almost entirely comprised of short-term borrowings secured against the
company's own Fixed Deposits, a "back-to-back" structure that results in a low Debt/Equity of 0.04x but
offers no genuine financial leverage.

» CFO of [140.00 Cr was insufficient to cover the [139.00 Cr Interest paid fin, resulting in a CFOIPAT ratio of
only 0.42, highlighting that nearly 60% of Net Profit is not being converted into cash.

* Capital Allocation remained conservative with Capex dropping to [68.00 Cr from [722.00 Cr, allowing the
company to report a positive FCF of [72.00 Cr compared to a negative [265.00 Cr in the prior year.

* ROCE plummeted from 11.00% to 3.00%, and ROE fell to 2.21%, signaling that the company is failing to
generate returns above its cost of capital on a massive Net Worth of [15,247.00 Cr.

 Depreciation decreased to [64.00 Cr from [101.00 Cr, which, when viewed alongside the use of maximum
allowable lives for buildings (60 years) in Accounting Policies, suggests an aggressive stance that may be
overstating Net Profit.

» Other Assets include [474.73 Cr in "Balances with Govt. Depts” (likely GST/VAT refunds) and [225.87 Cr in
Inter Corporate Deposits (ICDs), which tie up liquidity in non-core areas.

» Other Expenses were impacted by a 15x jump in Bad Debts Written Off ([(49.69 Cr), signaling a sudden
recognition of uncollectible dues that were previously unprovided for.

» Overall Synthesis: FY24 was characterized by a significant contraction in Revenue and a collapse in
margins to near-zero levels, where the business's survival as a "going concern" was supported by non-
operating Other Income and Inventory liquidation rather than core CFO health, all while maintaining a high-
risk Balance Sheet burdened by aged Trade Receivables and internal control deficiencies.

3.3 Contingent Liabilities & Commitments

» Tax Disputes: Total contingent tax liabilities stand at [13.63 Cr, including Service Tax ([B.67 Cr), VAT ([6.51
Cr), and Income Tax ([B.45 Cr). Some disputes date back to 2006-07.

« Litigation: Ongoing dispute with Canara Bank regarding payables/receivables. While the demand is reflected
in the financial statements, the company does not admit the liability.



* Guarantees & Commitments: Capital commitments are reported at [0.00 Cr for FY24.

* Provisioning: Management has not made provisions for these contingent liabilities, citing a high probability
of favorable outcomes.



3.9 Earnings Quality & Forensic Checks



# Check

1

11

12

PAT vs CFO trend

Receivables &
channel-stuffing
signal

Revenue timing

Revenue from
related parties %

Inventory vs
revenue growth

Inventory
valuation method
change

Exceptional items
in operating profit

Depreciation rate
vs useful life

policy

Provision
reversals boosting
PAT

Tax rate
consistency

CWIP age and
stalling projects

Deferred tax asset
recognition
adequacy

RPT quantum and
trend

Impact

Profit | — earnings overstate
cash; CFO of [140 Cr lags
PAT of [B37 Cr significantly.

Revenue 11 — channel
stuffing risk; receivables rose
9% despite a 17% revenue
collapse.

Neutral — minimal customer
advances suggest revenue is
recognized immediately upon
shipment/transfer.

Profit 11 — value leakage
risk; massive (1,378 Cr
payable to subsidiary
Valcambi SA.

Profit | — liquidation-led
cash; inventory fell 30% while
sales fell only 17%.

Neutral — consistent use of
lower of cost or NRV via
weighted average.

Neutral — no exceptional
items reported in the P&L for
FY24 or FY23.

Profit 1 — aggressive life
estimates; building life of 60
years minimizes annual
charges.

Profit + — lack of
provisioning; no bad debt
provisions despite [B,905 Cr
old debt.

Profit 1+ — low effective tax;
8.5% rate is far below
statutory Indian norms.

Neutral — CWIP reduced
significantly, suggesting
project capitalization or
completion during the year.

Neutral — no significant DTA/
DTL concerns noted in the
condensed financial summary.

Profit 1 — governance risk;
promoter remuneration is
abnormally low at (1.2 Lakhs.

Status

O

g

O

Evidence

PAT [B37 Cr, CFO
[140 Cr (FY24).

Sales -17%,
Receivables +9.15%
(11,304 Cr).

Advances from
Customers: [b Cr
(FY24)vs B Cr
(FY23).

Standalone payables
to Valcambi:
[1,378.66 Cr.

Inventory: [4,205 Cr
(FY24) vs 6,049 Cr
(FY23).

Note (iv) on Inventory
Valuation.

Exceptional items:
[0.00 Cr.

Depreciation: [64 Cr
(FY24) vs (101 Cr
(FY23).

Provision for Doubtful:
[0.00 Cr.

Tax: [B1 Cron PBT
[B68 Cr (FY24).

CWIP: [® Cr (FY24)
vs [B8 Cr (FY23).

Tax %: 9% (FY24).

Remuneration: [0.012
Cr (Rajesh Mehta).

Notes Detail

CFO is heavily reliant on
inventory liquidation ([1,844 Cr)
rather than core operational
profitability.

34.55% of receivables ([B,905
Cr) are >3 years old, indicating
potential non-existent or
impaired sales.

Note (v) confirms revenue
recognition at point of
significant risk and reward
transfer to buyer.

Consolidated notes show small
RPTs, but standalone figures
reveal massive intra-group
trading dependencies.

Inventory reduction of [1,844 Cr
provided the primary source of
operating cash flow for the year.

High WIP ([2,625 Cr) requires
significant management
judgment regarding stage of
completion and NRV.

Operating profit is purely from
core activities, though margins
are extremely thin at <0.2%.

Note (iii) uses maximum
allowable lives under Schedule
I, potentially suppressing
depreciation expense.

Management wrote off [49.69
Cr as bad debts but maintains
zero provision for remaining
aged balances.

Low tax rate likely due to
foreign subsidiary jurisdictions
(Singapore/Switzerland) or SEZ
benefits.

Reduction in CWIP aligns with
the overall contraction in capital
expenditure and business
activity.

Effective tax rate remains low
but consistent with the
company's global tax structure.

Extremely low official
remuneration for a (2.8 Lakh Cr
revenue company is a major
forensic red flag.



# Check Impact

Neutral — no dividend paid in
FY24, conserving cash amid
a 76% profit drop.

Dividend paid vs
FCF adequacy

Profit 11 — No edit log facility
in accounting software
throughout the year.

Audit Trail
Compliance

Profit 11 — Material foreign
subsidiaries (Valcambi/
Singapore) not audited by
group auditor.

Assurance Gap
(Subsidiaries)

Revenue 11 — Zero forex
earnings/outgo reported for a
global refining business.

Forex Disclosure
Credibility

4. MANAGEMENT & GOVERNANCE

A. Auditor Report & Key Audit Matters

* Audit Opinion: Unqualified.

Status

Evidence

Dividend Payout: 0%;
FCF: [72 Cr.

Auditor Note 20v
(p.139).

Auditor's Report
(p.106).

Page 15 Disclosure.

Notes Detail

The company halted dividends
(FY23: [14 Cr) to preserve
liquidity as operating profits
evaporated.

Material breach of statutory
requirements; severe internal
control deficiency.

Group auditor relied entirely on
Board-certified accounts for
entities representing the bulk of
operations.

Inconsistent with the business
model of owning the world's
largest gold refinery in
Switzerland.

» Key Audit Matters (KAMSs): The statutory auditor (BSD & Co.) did not audit the group's most material foreign
subsidiaries, including REL Singapore and Valcambi SA. They relied entirely on financial statements certified
by the Board of Directors. This creates a significant assurance gap, as these entities constitute the vast

majority of consolidated operations.

 Audit Trail Non-Compliance: The auditor explicitly reported that the company's accounting software lacked
an audit trail (edit log) facility throughout the year (Note 20v). This is a material breach of statutory

requirements.

* IEPF Delay: A delay was noted in transferring [0.057 Cr to the Investor Education and Protection Fund.

» Going Concern: The auditor concluded no material uncertainty exists regarding the going concern basis,

despite the sharp drop in profitability.
B. Related Party Transactions

Nature

Relationship

Amount (CCr)

Concern

Valcambi SA Step-down Subsidiary Trade Payable
Elest Pvt Ltd Common Director Loan Repayment
Rajesh J Mehta Chairman Remuneration
Bhavesh B Mehta Relative Remuneration

1,378.66 Cr
78.18 Cr
0.01 Cr

0.02 Cr

Significant intra-group liability
Prior year lending to related entity
Suspiciously low for scale

Family member on payroll

* Note: Management claims "zero RPTs under Section 188," yet standalone records show a [1,378.66 Cr
payable to a subsidiary. The discrepancy suggests a narrow interpretation of disclosure requirements.

C. Shareholding

* Indian Promoters: 54.55%

* Foreign Institutional Investors: 15.08%



* NRI's | OCB's: 7.35%
¢ Indian Public/Mutual Funds/Fl: 22.74%
* Private Corporate Bodies: 0.28%

* Pledge: Not explicitly disclosed in snippets; promoter holding remains stable.
D. Board Composition + KMP Compensation

« Total Directors: 6 (50% Independent; 2 Women Directors: Ms. BS Vasumathi, Ms. Asha Mehta).
« KMP Compensation:
- Rajesh Mehta (Chairman): [0.012 Cr (Stagnant YoY).
> Suresh Kumar (MD): [0.016 Cr.
> B. Vijendra Rao (CFO): [D.04 Cr.
* Analysis: Total KMP pay of ~[0.11 Cr for a [2.8 Lakh Cr company is statistically irrelevant and highly non-

standard. Rajesh Mehta and Bhavesh Mehta (Relative) receive token salaries, suggesting value may be
extracted through non-payroll means.

F. Capital Allocation & Capex

FY Current (JCr) FY Prior (CICr) % of CFO
Capex 68.00 Cr 722.00 Cr 48.57 0O
Dividends Paid 0.00 Cr 14.00 Cr 0.00 O
Repayment of Borrowings 69.00 Cr 168.00 Cr 49.29 Positive
Working Capital Release 421.00 Cr 1,172.00 Cr 300.71 O
Interest Payments 139.00 Cr 81.00 Cr 99.29 O

CAPEX Analytical Notes: * CFO Coverage: CFO/Capex ratio is 2.05x. Capex was self-funded in FY24 due to
massive inventory liquidation. * Nature of Capex: Capex dropped 90% YoY to [68.00 Cr, suggesting a shift
from expansion to survival/maintenance mode. * Efficiency: The [2,071.00 Cr fixed asset base is generating
diminishing returns, with ROCE collapsing from 11% to 3%.

H. Risks

* Receivables Aging: [8,905.20 Cr outstanding for >3 years. Potential 25% wipe-out of Net Worth if written
off. (High Severity)

* Audit Trail Failure: No edit log in accounting software. Risk of undetected financial manipulation. (High
Severity)

» Assurance Gap: Foreign subsidiaries not audited by group auditor. Material misstatements may go
undetected. (High Severity)

» Gold Price Volatility: 99.76% of revenue is material cost. 1% price fluctuation can exceed total annual PAT.
(High Severity)

« Litigation: Ongoing dispute with Canara Bank. Potential liquidity freeze. (Medium Severity)

» Bad Debt Spike: Bad debts rose 15x to [49.69 Cr, signaling rapid deterioration in customer credit quality.
(Medium Severity)



5. SCORECARD & VERDICT

Part A: Scorecard

Dimension Key Evidence One-line Rationale
. . Revenue -17%, PAT -76%, Commoditized volume play with zero pricing
Business Quality 2 ! . .
PAT Margin 0.12% power and contracting demand.
CFO < PAT (ad)), Interest Liquidity is entirely dependent on inventor
Financial Health 2 ! (ad) . i . ty v oep ) Y
Coverage 3.65x liquidation rather than core profits.
. ) 34% Receivables >3yrs, No  Severe red flags regarding asset recoverability
Earnings Quality 1 ! . ) . . .
Audit Trail and internal control integrity.
Management & 1 . Auditor assurance gap, Opaque structure with significant reliance on
Governance Token KMP pay unaudited foreign subsidiary data.
Capital Allocation & 9 . ROCE 3%, Capex -90%, Value-destructive returns and lack of clear
Earnings Visibility Zero Dividend growth visibility or shareholder rewards.

BUSINESS POSITIVES (for this company this year) * Olnventory Liquidation: Successfully reduced
inventory by (1,844 Cr, providing a necessary liquidity cushion for operations. * [1Debt Reduction: Repaid [69
Cr of borrowings, maintaining a low reported Debt/Equity of 0.04x. * OJPositive FCF: Reported a positive Free
Cash Flow of [72 Cr (vs negative [265 Cr in FY23) due to drastic capex curtailment.

BUSINESS NEGATIVES | CONCERNS (for this company this year) * OProfit Collapse: Net Profit plummeted
76.5% to [B37 Cr, with margins reaching a precarious 0.12%. * [IReceivables Risk: [8,905.20 Cr (34.55% of
total) is aged over 3 years with zero provisioning, posing a massive impairment risk. * JAudit Red Flags:
Statutory auditor did not audit major foreign subsidiaries and reported a lack of audit trail in accounting
software. * (JDividend Omission: Halted dividends for the first time in years, signaling severe liquidity stress.
* [JRevenue/Receivables Divergence: Revenue fell 17% while Trade Receivables grew 9%, a classic sign of
aggressive accounting. * [JNon-Operating Reliance: Other Income (Interest) surged 900% to (243 Cr,
effectively preventing a pre-tax loss.

OVERALL SCORECARD SUMMARY Rajesh Exports is in a state of severe financial and governance
deterioration, characterized by a near-total collapse in core profitability and a reliance on non-operating income
to stay afloat. The company's financial health is artificially supported by inventory liquidation, while the balance
sheet is burdened by a massive pile of aged, unprovided-for receivables. Governance posture is highly
concerning due to the lack of an audit trail and the group auditor's inability to verify the majority of consolidated
assets held in foreign subsidiaries.



Part B: Governance Check Matrix

# Check Status Evidence

1 Audit opinion clean? ad Unqualified opinion issued.

2 Promoter pledge = 0? O No pledge reported in provided snippets.

3 KMP pay < 5% of PAT? O Total KMP pay (~[0.11 Cr) is <0.1% of PAT.

4 RPT quantum < 5% of revenue? O Reported RPTs are negligible relative to [2.8L Cr revenue.
5 Board > 50% independent? ad 3 out of 6 directors are independent.

6 At least 1 woman director? O 2 women directors on the board.

7 No statutory dues outstanding? O Delay noted in transferring [0.057 Cr to IEPF.
8 No fraud reported? O No fraud reported by auditors.

9 Audit trail enabled? ad Auditor explicitly states NO audit trail facility.
10 Frequent Auditor change O No change noted in the current period.

Total: 8/10 [— Governance Rating: 1 (Rating is 1 despite the 8/10 score due to the severity of the audit trail
failure and the assurance gap on 80%+ of assets).

Part C: Investor Verdict

THESIS: A contracting, low-margin commodity business with severe transparency issues and a balance sheet
potentially inflated by uncollectible receivables. OVERALL STANCE: AVOID RATIONALE: The combination of a
76% profit crash, lack of audit trail, and massive aged receivables makes the risk-reward profile extremely
unfavorable. RE-EVALUATE WHEN: Trade Receivables >3 years are reduced by 50% through actual cash
collection and an audit trail is implemented. BULL CASE: A sudden, sustained 5%+ spike in gold refining
margins globally (unlikely given commaoditization). BEAR CASE: A mandatory write-off of the [B,905 Cr aged
receivables, which would wipe out ~25% of the company's Net Worth. KEY MONITORABLE: Trade Receivables
Ageing: Current 34.5% — Watch Threshold >40%.



7. YEAR-OVER-YEAR ANALYSIS

7.1 Changes

Metric /| Theme Summary A Status

Aggressive expansion

Revenue &
. (Sales +40%, PAT
Profit Growth
+42%).
Margin Driven by core operating

Composition profit ((1,636 Cr).

Capital Aggressive investment
Allocation (¥22 Cr) in Plant &
(Capex) Machinery.

Receivables Receivables fell slightly;

Trajectory 67% aged >6 months.
Shareholder Dividend of (14 Cr paid
Returns despite negative FCF.

Minor compliance

Audit & Internal
delays and CSR

Controls

shortfalls.
Management Growth-oriented and
Tone expansionary.

7.2 Persistent Patterns

Summary B Status

Severe contraction (Sales
-17%, PAT -76%).

Sustained by non-operating
Other Income ([243 Cr).

Drastic curtailment ([68 Cr) to
maintenance levels.

Receivables grew 9% despite
17% sales drop; 34% aged >3
years.

Dividend halted for the first
time.

Material breach (no audit trail/
edit log) and reliance on
unaudited subsidiary data.

Opaque, deflected, and
defensive.

Forensic Takeaway

The business has shifted from a high-growth
narrative to a catastrophic operational
collapse.

Core profitability has effectively evaporated,
leaving the bottom line dependent on interest
income.

Management has abandoned its expansion
strategy to pivot into a survivalist liquidity-
preservation mode.

The widening divergence between falling
sales and rising receivables suggests
potential revenue inflation or severe credit
impairment.

The omission of dividends is a definitive
signal of acute internal cash flow stress.

Governance integrity has significantly
degraded, creating a high-risk environment
for undetected financial manipulation.

Management is using boilerplate language to
mask a 76% profit crash and fundamental
business deterioration.

« Structurally Fragile Margins: Raw material costs consistently consume 99%+ of revenue, leaving the
company with zero pricing power and no margin for operational error.

» Aged Receivables Risk: Both periods exhibit massive, unprovisioned aged debt balances. The persistent
refusal to provide for multi-year overdue receivables suggests a significantly inflated book value.

 Suspicious KMP Compensation: KMP pay remains at token levels ([12-16 Lakhs) despite hundreds of
thousands of crores in revenue. Statistically irrelevant management salaries for a company of this scale
suggest value extraction may occur through non-transparent channels.

 Narrative-Reality Disconnect: Management consistently claims "Debt-Free" status in both years while the
balance sheet explicitly reports hundreds of crores in short-term borrowings.

« Abnormally Low Tax Rate: The effective tax rate remains consistently and significantly below statutory

Indian corporate norms (3% to 9%).

¢ Inventory-Led Liquidity: In both years, the company relies on aggressive inventory liquidation rather
than core operational profits to generate positive cash flow from operations.

» Opaque Global Operations: Despite claiming a "Global" integrated model, the standalone entity consistently
reports zero or negligible foreign exchange movement, raising questions about the true nature of its

international trade.

v5-Gemini | 43 pages | 43 chunks
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