Sumeet Industries Ltd — FY 2025 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

Sumeet Industries operates as a commoditized textile entity with extreme revenue concentration, deriving
99.32% of its [1,003 Cr turnover from just three customers.

Top-line growth remained stagnant at 1.88% YoY, reflecting a lack of pricing power and a business
model that currently functions as a captive vehicle for specific buyers.

Core operational performance is critical, with an underlying Operating Profit Margin of only 1% and
an operational loss of [6 Cr once non-recurring items are excluded.

Reported PAT of [170 Cr is an accounting artifact driven by (189 Cr in one-time debt waivers post-
insolvency, masking the lack of inherent profitability.

Balance sheet strength improved significantly following NCLT resolution, with total debt slashed from
[490 Cr to [99 Cr and net worth restored to (157 Cr.

Cash flow management relies heavily on stretching the supply chain, evidenced by a 150% surge in trade
payables to [132 Cr and a 61-day payment cycle.

Capital expenditure is restricted to 0.38% of gross block, indicating a maintenance-only approach for a
heavily aged plant that is 75.8% depreciated.

Earnings quality is compromised by a qualified audit opinion regarding non-provision of MSME
interest and heavy reliance on related-party sourcing (31% of raw materials).

Governance risks are elevated as proposed related-party transaction limits exceed total annual
revenue, suggesting potential value leakage to promoter-controlled entities.

The primary operational risk is the extreme dependency on three customers and the potential for "tunneling"
via transfer pricing with related parties.

The outlook hinges on a proposed [70 Cr solar plant investment intended to mitigate the 10.85%
power cost drag and drive the business toward operational break-even.

Investment View: Maintain a WATCH stance; the company is a solvent but operationally fragile turnaround
play that requires OPM to exceed 4% before re-evaluation.

1. BUSINESS OVERVIEW (In Bullet Points)
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* Business Segments: Sumeet Industries Ltd (SIL) operates primarily in a single segment: the manufacturing

of Pet Chips and Polyester Yarn (POY/FDY).

* Revenue Drivers: Following the NCLT-approved resolution plan, the company has transitioned into a captive
processing unit for the Eagle Group. Revenue is driven by domestic demand, with geographical concentration

shifting entirely to India as export sales dropped to zero.



 Cost Drivers: Raw material consumption (80% of revenue) and Power & Fuel (10.85% of revenue) are the
primary cost drivers. The business operates in a high-volume, razor-thin margin commodity environment.

« Industry Position: SIL is currently in a turnaround phase post-insolvency, moving from terminal distress to
integration within the Eagle Group’s textile value chain.

* Expansion Plans: Management has announced a 17 MW Solar Power Plant project with a (Y0 Cr outlay to
structurally reduce energy costs.

» Acquisitions & Restructuring: The company exited the Corporate Insolvency Resolution Process (CIRP) on
July 16, 2024, with the Eagle Group taking ~90% control. The Singapore subsidiary (Sumeet Global Pte Ltd)
is being wound up, marking a retreat from international operations.

 Capacity & Production: The plant produced ~103,390 tons of Pet Chips/Yarn in FY25, maintaining a steady-
state volume nearly identical to the prior year.

» Geographical Presence: The company is now a purely domestic, Surat-centric operation.

2. MANAGEMENT COMMENTARY & OUTLOOK

* The strategic focus has shifted from "survival and distress" to "efficiency and integration" under the new
leadership of the Jaju family (Eagle Group).

» Management aims to leverage the Eagle Group’s existing textile networking and business expediency to drive
synergies and operational stability.

» A"low-cost structure” narrative is being promoted to drive future profitability, although current profits are
primarily driven by insolvency-related debt write-offs.

» The 17 MW Solar Power Plant (70 Cr project) is the cornerstone of the strategy to mitigate high "Power &
Fuel" costs, which have historically hampered margins.

 The decision to wind up the Singapore subsidiary reflects a strategic retreat to focus exclusively on the
domestic textile value chain.

» Management has proposed a 1:5 stock split (C1L0 to [2) and an increase in authorized capital to improve
liquidity and potentially invite broader retail participation.

» The company is seeking massive Related Party Transaction (RPT) limits exceeding (1,100 Cr, signaling a
future as a captive vehicle for the promoter group's private entities.

* Management Tone: The tone is cautiously optimistic but remains light on specific competitive advantages
beyond group synergy. The transition from the Somani era to the Jaju era is characterized by a shift toward
high related-party dependency and a focus on balance sheet "cleansing" over immediate operational
excellence. The verdict on management tone is Neutral to Opportunistic, as the focus appears to be on
integrating SIL into the promoters' private ecosystem rather than building an independent market leader.

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 2025 Mar 2024
Sales - 1,003.00 985.00
Sales Growth % 1.88 -4.67
Expenses - 991.00 1,025.00
Material Cost % - 80.00 85.00
Raw material cost 808.00 840.00
Change in inventory -10.00 -2.00
Manufacturing Cost % 15.00 15.00
Employee Cost % 3.00 3.00
Other Cost % 1.00 1.00
Operating Profit 12.00 -40.00
OPM % 1.00 -4.00
Other Income - 192.00 1.00
Exceptional items 189.28 0.00
Other income normal 2.37 0.85
Interest 4.00 0.00
Depreciation 21.00 24.00
Profit before tax 180.00 -63.00
Tax % 5.00 -7.00
Net Profit - 170.00 -59.00
Profit from Associates 0.00 0.00
Exceptional items AT 176.00 0.00
Profit excl Excep -6.00 -59.00
Profit for PE -6.00 -59.00
Profit for EPS 170.00 -59.00
Profit Growth % 90.00 -1.00
EPSin Rs 3.24 -1.14

Dividend Payout % 0.00 0.00



Balance Sheet ((ICrores)

Line Item Mar 2025 Mar 2024
Equity Capital 105.00 104.00
Reserves 52.00 -280.00
Borrowings - 99.00 490.00
Long term Borrowings 47.00 41.00
Short term Borrowings 24.00 449.00
Lease Liabilities 0.00 0.00
Preference Capital 28.00 30.00
Other Borrowings 0.00 -30.00
Other Liabilities - 172.00 114.00
Trade Payables 132.00 53.00
Advance from Customers 3.00 0.00
Other liability items 37.00 62.00
Total Liabilities 428.00 428.00
Fixed Assets - 142.00 161.00
Land 2.53 0.50
Building 29.57 29.57
Plant Machinery 549.85 551.62
Furniture n fittings 2.69 2.65
Vehicles 2.44 2.44
Other fixed assets 0.03 0.00
Gross Block 587.11 586.78
Accumulated Depreciation 445.19 425.82
CWIP 1.00 0.00
Investments 1.00 0.00
Other Assets - 285.00 267.00
Inventories 106.00 103.00
Trade receivables 84.00 82.00
Cash Equivalents 40.00 21.00
Loans n Advances 0.00 0.00
Other asset items 55.00 61.00

Total Assets 428.00 428.00



Cash Flow Statement (CICrores)

Line Item Mar 2025 Mar 2024
Cash from Operating Activity - 410.00 15.00
Profit from operations 363.00 -42.00
Receivables -2.00 23.00
Inventory -3.00 0.00
Payables 80.00 14.00
Other WC items -14.00 19.00
Working capital changes 61.00 56.00
Interest paid 0.00 0.00
Direct taxes -13.00 0.00
Other operating items 0.00 0.00
Cash from Investing Activity - -1.00 1.00
Fixed assets purchased -2.24 -0.01
Fixed assets sold 0.00 0.00
Capital WIP 0.00 0.00
Investments purchased -0.54 -0.02
Investments sold 0.00 0.00
Interest received 191 0.75
Dividends received 0.00 0.00
Loans to subsidiaries 0.00 0.00
Other investing items 0.00 0.00
Cash from Financing Activity - -390.00 1.00
Proceeds from shares 30.00 0.00
Proceeds from borrowings 2.00 1.00
Repayment of borrowings -419.00 0.00
Interest paid fin -2.00 0.00
Other financing items 0.00 0.00
Net Cash Flow 19.00 16.00
Free Cash Flow 408.00 15.00

CFO/OP 3,436.00 -37.00



Key Ratios ([JCrores)

Line Item Mar 2025 Mar 2024
Debtor Days 31.00 30.00
Inventory Days 48.00 45.00
Days Payable 61.00 23.00
Cash Conversion Cycle 18.00 52.00
Working Capital Days 23.00 -111.00
ROCE % -2.00 -18.00

3.2 Financial Analysis Summary

* Revenue grew marginally by 1.88% to [1,003.00 Cr, but quality is constrained by extreme Customer
Concentration where three clients account for 99.32% of total sales, while Trade Receivables remained flat
at [84.00 Cr despite the shift to 100% domestic operations.

* The reported PAT of [1170.00 Cr is heavily distorted by Exceptional Items of [189.28 Cr and Other Income
of [192.00 Cr, which includes a [27.19 Cr write-off of promoter loans and gains from the CIRP, masking an
underlying operational loss of -[6.00 Cr.

» Operating Profit turned positive at [12.00 Cr (1.00% OPM) from a loss of [40.00 Cr, primarily driven by a
reduction in Raw Material Cost from 85% to 80% of Revenue, although Power & Fuel remains a significant
drag at 10.85% of sales.

* Total Debt saw a massive reduction from [490.00 Cr to [99.00 Cr following the implementation of the NCLT
resolution plan, which involved the extinguishment of [80.00 Cr in Preference Capital and the settlement of
high-cost ECB/Euro loans, reflected in the -[419.00 Cr Repayment of Borrowings in the Cash Flow
Statement.

* Finance Cost spiked to [4.00 Cr from near-zero as the company recognized interest on new secured term
loans from Axis and HDFC Banks at 9.00%-9.20%, leading to a weak Interest Coverage of -1.66.

» Working Capital management shows a significant red flag as Trade Payables surged 150% to [132.00 Cr,
effectively funding the business by stretching supplier credit to 61 days, which provided a [80.00 Cr boost to
CFO.

« CFO of [410.00 Cr significantly exceeds PAT due to non-cash gains from debt waivers and the [61.00 Cr
inflow from Working Capital changes, allowing the company to report a Free Cash Flow of [(408.00 Cr
despite minimal Capex of [2.24 Cr.

« Inventory levels remained stable at [106.00 Cr, but finished goods increased 72% to [24.84 Cr alongside a
34% drop in WIP, signaling a potential buildup of unsold stock that could pressure future Margins.

* Net Worth recovered to [157.00 Cr from a negative position of -[176.00 Cr, aided by a [B0.00 Cr equity
infusion and the accounting adjustment of capital reduction against Reserves.

* Fixed Assets (Net Block) declined to [142.00 Cr from [161.00 Cr as Depreciation of [21.00 Cr outpaced
new additions; the company utilizes the Written Down Value method which front-loads expenses.

 Related Party Transactions are a major concern, with purchases of [(814.85 Cr representing 39% of total
Raw Material Cost, raising questions about arm's length pricing and earnings leakage.

» Other Assets include a sharp 286% spike in "Others" to [20.33 Cr, which lacks detailed disclosure and risks
being a "dumping bucket" for unreconciled items post-restructuring.

* ROCE remains negative at -2.00% despite the balance sheet cleanup, indicating that the core textile
operations are not yet generating returns above the cost of capital.



» The company's Cash Conversion Cycle improved from 52 to 18 days, but this is entirely artificial, driven by
the unsustainable extension of Trade Payables rather than faster collection of Trade Receivables.

» Other Expenses analysis reveals high Legal & Professional Expenses of [2.41 Cr and Restructuring
Services of [0.72 Cr related to the insolvency process, which are expected to be non-recurring.

» The dominant financial theme of the year is a Balance Sheet "re-birth" through massive debt
extinguishment and equity restructuring, which has created a solvent shell that remains operationally
loss-making and heavily reliant on related-party ecosystems.

3.3 Contingent Liabilities & Commitments

* GST Disputes: Outstanding GST demands of [4.22 Cr (2017-2020) are not treated as contingent liabilities
by management, relying on the NCLAT order (05/04/2024) stating that statutory claims not lodged under the
resolution plan stand extinguished.

» TDS Disputes: Extinguished per NCLAT order.

« Corporate Guarantees: Claims filed by lenders for related parties (Sitaram Prints and Somani Overseas)
were not admitted under the CIRP, removing significant off-balance sheet risk.

 Capital Commitments: While not explicitly detailed in the notes as a commitment, management has
announced a [0 Cr Solar Plant project.



3.9 Earnings Quality & Forensic Checks



# Check

1

11

12

13

14

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

RPT quantum and
trend

Dividend paid vs
FCF adequacy

MSME Interest
Non-provision

Impact

Profit 1+ — non-cash debt waivers

of (189 Cr inflate PAT without
immediate cash inflow.

Neutral — receivables and

inventory growth of ~2.5% aligns

with 1.9% revenue growth.

Revenue t — customer
advances of [B Cr indicate
secured future orders post-
insolvency resolution.

Revenue + — related party sales
of [®7 Cr contribute nearly 10%

of total turnover.

Profit | — finished goods surge

72% suggests potential

overproduction or slowing market

demand.

Neutral — consistent application
of weighted average cost method

maintains year-on-year
comparability.

Profit 1 — non-recurring gain of

(189 Cr from debt
extinguishment masks
operational weakness.

Profit 1 — WDV method reduces
depreciation charge by [B Cr as

asset base ages.

Profit 1 — write-back of (27 Cr in

promoter loans provides one-
time PAT cushion.

Profit | — cash tax paid exceeds

P&L tax provision, suggesting
lower quality earnings.

Neutral — minimal CWIP of [1

Cr indicates no significant capital

being tied up.

Profit 1 — low effective tax rate
of 5% likely utilizes unrecognised

prior losses.

Profit 1+ — high RPT purchases

of [B15 Cr create significant
transfer pricing risk.

Neutral — zero dividend payout

despite high FCF as cash
prioritizes debt repayment.

Profit 1 — failure to provide for
interest under MSMED Act

Status

O

Evidence

PAT [170 Cr vs CFO
410 Cr

Receivables [84 Cr,
Inventory [106 Cr vs
Sales [1,003 Cr

Advance from
Customers: [B.01 Cr
(FY25) vs Nil (FY24)

RPT Sales: [97.16 Cr;
Total Sales: [1,003 Cr

Inventory [106 Cr
(+2.9%) vs Sales
1,003 Cr (+1.8%)

Inventory valued at
lower of cost or NRV

Exceptional items:
[189.28 Crin P&L

Depreciation: (21 Cr
(FY25) vs [24 Cr
(FY24)

Other Income: [192
Cr (includes [27.19 Cr
write-off)

P&L Tax: 5% ([10 Cr)
vs Cash Tax Paid: [13
Cr

CWIP: [1.00 Cr
(FY25) vs Nil (FY24)

Tax Rate: 5% on 180
Cr PBT

RPT Purchases:
[B14.85 Cr (39% of

RM cost)

Dividend: 0% vs Free
Cash Flow: (408 Cr

Auditor Qualification

Notes Detail

Note 25: Realisation
Account used for debt
extinguishment gains.

Note 4: 100% of receivables
are now aged <6 months.

Note 16: Quantity discounts
adjusted as reduction in
revenue per Ind AS 115.

Note 23(l): Sales to entities
owned by KMP (Jaju
family).

Note 8: Finished goods
increased to [24.84 Cr from
[14.44 Cr.

Note 23(B): Weighted
Average method used for
valuation.

Note 25: Gains from NCLT-
approved Resolution Plan
implementation.

Note 23(E): Depreciation
calculated on Written Down
Value (WDV) method.

Note 25(iii): Unsecured
loans from Somani family
written off to P&L.

P&L vs Cash Flow
Statement comparison.

Balance Sheet: Fixed
Assets section.

Note 23(A): Going concern
assumption supported by
Resolution Plan.

Note 23(1): Significant
volume of transactions with
KMP-owned entities.

Cash Flow Statement:
Repayment of borrowings
419 Cr.



# Check Impact Status Evidence Notes Detail

Note 27: Interest payable

represents an unrecorded
under MSMED Act not

liability. . .
y ascertained or provided for.
Revenue 11 — 99.32% of Note 23(M): Aadhidev,
Customer Top 3 Customers: . .
. . revenue from only 3 customers ad Pallas, and Tirupati account
Concentration Risk . L [996.57 Cr
creates extreme circularity risk. for nearly all sales.
Profit 1 — 286% spike in Note 7: Potential "dumping
Other Current A ) Other Current Assets: )
. "Others" bucket without detailed O bucket" for unreconciled
Assets Spike [20.33 Cr .
breakdown. post-CIRP items.
. Profit 1 — adjusting losses
Capital . .
L against General Reserves . Aggressive use of reserves
18 Reorganisation . ] . O Note 25(vi)
) instead of Capital Redemption to clean the balance sheet.
Accounting

Reserve.

4. MANAGEMENT & GOVERNANCE

A. Auditor Report & Key Audit Matters * Audit Opinion: Qualified Opinion. The auditor modified the report
regarding the non-provision of interest under the MSMED Act, 2006. * KAM - Implementation of Resolution
Plan: Auditor expressed concern regarding accounting adjustments for debt extinguishment and capital
reduction under Ind AS 109/32, processed through a "Realisation Account.” * KAM - Inventory Valuation:
Auditor flagged the identification and write-off of obsolete pre-CIRP inventory. * KAM - Revenue Recognition:
Auditor noted the impact of quantity discounts and non-realization of old debtors, adjusted as a reduction in
revenue per Ind AS 115. * Auditor Fees: Statutory audit fees stood at [0.10 Cr, which appears exceptionally low
for a (1,003 Cr revenue base post-insolvency.

B. Related Party Transactions | Party | Relationship | Nature | Amount (CICr) | Concern | |:---|:---|:---|:---|:---| | IPB
Fibers | Entity owned by KMP | Proposed Purchase/Sale | 500.00 Cr | Extreme dependency; exceeds 49% of
total revenue | | Eagle Fibers Limited | Entity owned by KMP | Proposed Purchase/Sale | 400.00 Cr | Material
future RPT dependency under new management | | Related Party Entities | Promoter Group | Actual
Purchase of Goods | 314.85 Cr | 39% of total RM consumption; pricing arm's length unverified | | Somani
Family Entities | Erstwhile Promoters | Unsecured Loans Written Off | 27.19 Cr | Non-recurring profit boost
via debt forgiveness | | Eagle Group | New Promoters | Equity Allotment | 72.86 Cr | Fresh capital infusion
as per Resolution Plan | | Vibhuti Synthetics Pvt Ltd | Entity owned by KMP | Proposed Transactions | 50.00
Cr | Material RPT limit sought for FY26-27 |

C. Shareholding | Category | Mar 2025 (%) | Mar 2024 (%) | |:---|:---]:---| | Promoters | 89.83 | 21.04 | | FlIs | 0.00
| 2.48 | | Dlls | 0.00 | 0.00 | | Public | 10.17 | 76.48 | * Note: New promoters must dilute to 75% within SEBI
timelines.

D. Board Composition + KMP Compensation * Total Directors: 6 | Independent %: 50.00% | Women
Directors: 2. * KMP Compensation: Radheshyam B. Jaju (ED) and Pratik R. Jaju (MD) are related and
currently drawing NIL salary. Rohan Dipakbhai Modh (ED) received [0.05 Cr. Aggregate KMP pay is negligible
relative to revenue, though EBITDA is artificially low.

F. Capital Allocation & Capex | Action | FY Current (JCr) | FY Prior (JCr) | % of CFO | Signal | |:---|:-=-|:-=-]:-=-]:--]
| Capex | 2.24 | 0.01 | 0.55% | 0| | Net Debt Change | -391.00 | 1.00 | -95.37% | 0| | Interest Payments | 2.00 |
0.00 | 0.49% | O] | Equity Issuance | 100.00 | 0.00 | 24.39% | 0| | Asset Write-offs | 189.28 | 0.00 | 46.17% | OJ]

CAPEX Analytical Notes: * CFO Coverage of Capex: CFO ([410 Cr) is 183x Capex ([2.24 Cr), but CFO is
distorted by non-cash debt waivers. * Nature of Capex: Currently maintenance-only; however, a [70.00 Cr



Solar Plant is planned. * Deployment Efficiency: Asset base is heavily aged with Accumulated Depreciation
at 75.8% of Gross Block.

H. Risks * Customer Concentration: Top 3 customers account for 99.32% of revenue. Loss of one client
would lead to immediate operational collapse. (High Impact) * MSME Interest: Unprovided interest under
MSMED Act 2006 creates a potential unrecorded liability and auditor qualification. (High Impact) * RPT
Dependency: 39% of RM sourced from KMP entities. High risk of value leakage through transfer pricing.
(High Impact) * Energy Intensity: Power & Fuel is 10.85% of revenue; margins are highly sensitive to grid tariff
changes. (Medium Impact)

5. SCORECARD & VERDICT

Part A: Scorecard

Dimension Key Evidence One-line Rationale
) ) 99.32% Revenue Commoditized product with extreme customer
Business Quality 1 - ) . .
Concentration; 1% OPM concentration and no pricing power.
. . D/E 0.63x; Debt reduced to Balance sheet cleaned via insolvency, but core
Financial Health 3 1 ) ) .
99 Cr operations remain loss-making.
. ) PAT [170 Cr vs Op Loss -[6 Profits are entirely accounting artifacts of debt
Earnings Quality 1 1 . .
Cr; MSME Qual. waivers and RPT-heavy sourcing.
Management & 9 . RPT Limits > Revenue; Shift from insolvency risk to extreme related-
Governance Qualified Audit party tunneling risk.
Capital Allocation & Capex 0.38% of Gross Reinvesting only for maintenance; future
Earnings Visibility - Block; Negative ROCE earnings depend on unproven solar project.

BUSINESS POSITIVES (for this company this year) * [IDebt Reduction: Total borrowings fell from (490 Cr
to [99 Cr, significantly improving the solvency profile. * ONet Worth Restoration: Net worth turned positive to
(157 Cr from a negative -[176 Cr, making the company bankable again. * [ONew Equity Infusion: The Eagle
Group infused 100 Cr in fresh capital to stabilize the business post-CIRP. * OEnergy Cost Strategy:
Announcement of a [¥0 Cr Solar Plant to address the 10.85% power cost drag.

BUSINESS NEGATIVES | CONCERNS (for this company this year) * [lOperational Loss: Stripping away
exceptional gains, the company recorded an underlying loss of -[6.00 Cr. * [JExtreme Concentration: 99.32%
of revenue is derived from just three customers, creating massive circularity and dependency risk. * ORPT
Dependency: 39% of raw materials are sourced from related parties, with proposed RPT limits exceeding total
annual revenue. * JAuditor Qualification: The auditor qualified the report for non-provision of MSME
interest, indicating continued statutory non-compliance. * OWorking Capital Stress: Trade payables surged
150% to (132 Cr, suggesting the business is being funded by stretching suppliers.

OVERALL SCORECARD SUMMARY Sumeet Industries has successfully emerged from insolvency with a
significantly deleveraged balance sheet, yet it remains an operationally fragile entity. The massive reported PAT
is a one-time accounting gain that masks a core business still struggling to achieve operational break-even.
Governance has transitioned into a high-risk phase characterized by extreme related-party dependency and a
qualified audit report. While the financial health has improved on paper, the business trajectory is Stable but
High-Risk, as it has effectively become a captive vehicle for the promoter group's private interests.



Part B: Governance Check Matrix

# Check

1 Audit opinion clean?

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

4 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

Total: 7/10 J— Governance
Rating: 2

Part C: Investor Verdict

RPT quantum < 5% of

Status

Evidence

Qualified regarding MSMED interest non-
provision.

No pledge disclosed post-resolution.

Promoters drawing NIL salary; total KMP pay <
1%.

Actual RPT purchases at 31% of revenue;
proposed >100%.

3 out of 6 directors are independent.

2 women directors on the board.

GST disputes of [#.22 Cr (claimed extinguished).

No fraud reported in the current year.
Confirmed in the auditor's report.

No frequent changes noted post-CIRP.

THESIS: SIL is a post-insolvency "shell" turnaround that has traded financial distress for extreme governance
and related-party dependency. OVERALL STANCE: WATCH RATIONALE: The balance sheet is clean, but
operational viability and arm's-length RPT pricing remain unproven. RE-EVALUATE WHEN: OPM (excluding
exceptions) exceeds 4% for two consecutive quarters. BULL CASE: Solar plant execution leads to [15-20 Cr
annual power savings, driving operational PAT to [20 Cr+. BEAR CASE: Related party "tunneling" via transfer
pricing keeps SIL at near-zero margins while private group entities capture the value. KEY MONITORABLE:
RPT Actuals: Current 31% of revenue - Watch threshold > 50%.



7. YEAR-OVER-YEAR ANALYSIS

1% OPM (Operational loss
of -[6 Cr excluding
exceptions).

CFO driven by [23 Cr CFO driven by 150% surge

7.1 Changes
Metric /| Theme Summary A Status Summary B Status
Margin Negative Gross Margin
Trajectory (RM costs > Revenue).
Capital Capex halted at [0.01
Allocation Cr (Asset sweating).
Working L .
) reduction in in Trade Payables ([132
Capital .
receivables. Cr).
Distress and survival Integration and "synergy"
Management
Tone .
Professional. promoters.
Solvency Debt of [#90 Cr; Net Debt of [®9 Cr; Net Worth
Profile Worth of -[176 Cr. of +[157 Cr.
N Finance costs . .
Liability Finance costs recognized at
i suppressed to near-
Recognition (4 Cr on new bank loans.

zero ([D.02 Cr).

7.2 Persistent Patterns

Capex of [2.24 Cr plus 70
Cr Solar project
announcement.

under the Resolution under the new Eagle Group

Forensic Takeaway

The business has moved from gross losses to a
marginal operating break-even that remains
fundamentally unviable without non-recurring
accounting gains.

Management is pivoting from total capital
starvation to a strategic energy investment aimed
at fixing structural power cost disadvantages.

The funding strategy has shifted from liquidating
old receivables to aggressively stretching supplier
credit to 61 days to generate artificial cash flow.

The narrative has transitioned from insolvency
survival to positioning the company as a captive
processing unit for the promoter’s private textile
ecosystem.

The balance sheet has undergone a "rebirth"
through massive court-mandated debt
extinguishment rather than organic operational
recovery.

The company has resumed formal debt servicing
and interest recognition following the exit from the
insolvency process.

« Qualified Audit Opinion: The auditor continues to qualify the financial statements for the non-provision of
MSME interest, representing a persistent disregard for statutory interest liabilities.

» Extreme Customer Concentration: Revenue remains dangerously concentrated in just three counterparties
(99.32%), maintaining a high risk of revenue circularity or captive dependency.

* High Related Party Dependency: The company remains structurally reliant on promoter-linked entities for a
massive portion of raw material sourcing and sales, facilitating potential value tunneling.

* Poor Earnings Quality: Reported profits in both periods are driven by non-operational artifacts—masking
losses through non-provisioning in the prior year and debt waivers in the current year.

* Aged Asset Base: Accumulated depreciation remains critically high (above 70% of gross block), indicating a

legacy plant that has been historically under-maintained.

« Singapore Subsidiary Red Flags: The lack of timely impairment or a clean exit from the zero-asset
Singapore subsidiary remains a recurring forensic concern across both years.

* Negative ROCE: Despite the massive balance sheet cleanup, the core operations continue to deliver a
negative Return on Capital Employed, proving the business model remains value-destructive.
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