Thomas Cook (India) Ltd — FY 2024 Annual Report Analysis

Annual Report Analysis (Consolidated)

Investor Snapshot

# Analytical point Sentiment

Thomas Cook (India) Ltd has transitioned into a high-operating-leverage travel entity, successfully
1 pivoting to a digital-first, asset-light model with 50% of revenue now driven by Digital Management Positive
Services.

Consolidated revenue surged 44.61% YoY to [7,299 Cr, catalyzed by a 129% growth in DMS India and

. Positive
a structural recovery in global travel demand.
Operating margins expanded to 6%, driving a massive bottom-line turnaround from [0 Cr to [271 Cr Positive
as the business benefited from significant operating leverage.
Capital efficiency has improved dramatically, with ROCE expanding from 5% to 19%, reflecting the Positive
itivi
successful scaling of the volume-based business model.
The company maintains a negative working capital cycle, utilizing 1,327 Cr in customer advances to Neutral
eutral
fund operations, resulting in a tight Current Ratio of 0.86.
Financial health is robust with a Debt/Equity ratio of 0.20x following a [121 Cr debt reduction, Positive
supported by a strong interest coverage profile.
Cash flow generation is exceptional, with CFO at (829 Cr (3.06x PAT), providing 7.97x coverage for Positive
Sitiv
Capex and enabling self-funded growth.
Balance sheet quality is clouded by 1,224 Cr in Goodwill and a 750 Cr land revaluation, which Negative
together represent a significant portion of the net worth. d
Governance concerns have emerged following a 100%+ hike in KMP remuneration (8.8% of PAT) and Negative
ivi
secretarial audit flags regarding insider trading lapses and minor fraud. g
Contingent liabilities totaling 313.32 Cr in disputed tax and legal demands pose a material risk, as Negati
egative
they exceed the current annual net profit. :
The outlook remains positive as digital platforms like Astra/Canvas reduce quote times from 48 hours Positive
to 20 minutes, structurally improving unit economics and scalability.
Investment View: ACCUMULATE; the thesis rests on strong FCF and ROCE expansion, with key Positive
itivi

monitorables being the Supreme Court tax rulings and per-person productivity growth.

1. Business overview (In Bullet Points)

* Business Segments: Thomas Cook (India) Ltd (TCIL) operates as a global travel conglomerate with four
primary segments: Travel and Related Services (76.97% of revenue), Financial Services (Forex), Vacation
Ownership and Resorts (Sterling), and Digiphoto Imaging Services (DEI).

* Revenue Drivers: Growth is driven by a structural pivot toward a platform-based model, a 129% surge in
Destination Management Services (DMS) India (TCI/SITA), and a 10-year decrease in the average age of the
customer base, successfully targeting Gen Z and Millennials.

« Cost Drivers: Key costs include service provider charges (74% of sales), employee benefits (13%), and
digital infrastructure investments. Per-person productivity in the Forex segment rose by 8% YoY, signaling
improved operational efficiency.



* Industry Position: TCIL is a dominant player in the Indian travel market and a significant global DMS
provider operating across 28 countries. Management aims for TCIL to lead as India becomes the world’s 4th
largest travel spender by 2030.

* Expansion Plans & Acquisitions: The company is aggressively filling geographic gaps through JVs in
Saudi Arabia (Kanoo Travel) and Sri Lanka (Tropiculture). Sterling is transitioning to an "asset-light"
management contract model to reduce capital intensity.

 Capacity & Digital Additions: Internal omnichannel platforms "Astra" and "Canvas" have reduced quote
turnaround times from 48 hours to 20-30 minutes. Capital expenditure (Capex) increased by 57.5% to [(1.04
Cr, focusing on digital scaling.

» Geographical Presence: Revenue is well-balanced between India (51.33%) and the Rest of the World
(48.67%), providing a natural hedge against regional downturns.

2. Management commentary & outlook

* Management has shifted its tone from "resilience” in FY23 to "dominance"” in FY24, focusing on India’s
emergence as a top global travel spender.

« The strategy has pivoted from an asset-heavy model to a "digital-first" platform approach to scale volumes
without linear headcount increases.

« Sterling’s hospitality segment is moving toward management contracts (asset-light) to protect the Group from
high-fixed-cost traps.

» The Forex business is being repositioned as a fintech-lite ecosystem, targeting high-stickiness segments like
students via the "Study Buddy" card.

» Management utilized the post-pandemic surge to deleverage the balance sheet, recommending a special
dividend ([D.20) alongside a final dividend ([D.40).

» The 8.5% stake sale by promoter Fairbridge Capital (Fairfax) in Dec 2023 was a regulatory necessity to meet
Minimum Public Shareholding (MPS) norms.

 Productivity is a "North Star" metric; the turnaround phase is considered over, and the optimization phase has
begun to trigger operating leverage.

» Management is aggressively pursuing JVs in high-growth markets like Saudi Arabia and Sri Lanka to capture
inbound and outbound demand.

 The long-term vision involves structurally expanding net margins through Value-Added Services such as
Insurance, Visa services, and niche cards.

* Management Tone: Confident and Aggressively Opportunistic. The leadership is no longer focused on
survival but on capturing market share and optimizing unit economics through digital transformation and
asset-light scaling. (LAST bullet point).



3. Financial analysis

3.1 Financial statements

P&L statement ((JCr)

Line item Mar 2024 Mar 2023
Sales 7,299 5,048
Sales Growth % 44.61 167.32
Expenses 6,862 4,870
Manufacturing Cost % 74 73
Employee Cost % 13 15
Other Cost % 6 8
Operating Profit 437 178
OPM % 6 4
Other Income 134 62
Exceptional items -1 -1
Other income normal 135 63
Interest 99 89
Depreciation 128 124
Profit before tax 345 27
Tax % 21 61
Net Profit 271 10
Profit from Associates 0 0
Minority share -12 -4
Exceptional items AT 0 0
Profit excl Excep 272 11
Profit for PE 259 7
Profit for EPS 259 6
Profit Growth % 3,796 103
EPS (D 5.51 0.14

Dividend Payout % 11 291



Balance sheet ([ICr)



Line item

Equity Capital
Reserves

Borrowings

Long term Borrowings
Short term Borrowings
Lease Liabilities
Preference Capital
Other Borrowings
Other Liabilities

Non controlling int
Trade Payables
Advance from Customers
Other liability items
Total Liabilities

Fixed Assets

Land

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

Mar 2024

47
2,010
418
108
112

198

3,889
-25
2,157
642
1,115
6,364
2,770
770
975
28

21
153
184
57
1,224
211
3,624
855
60
134
3,400
40
646
74

612

1,188

474

Mar 2023

47
1,666
539
143
248

147

26

20
148
175
53
1,215
204
3,348
771
26
106
2,948
30
568
190

433

761

569



Line item Mar 2024 Mar 2023
Other asset items 1,052 1,020

Total Assets 6,364 5,657



Cash flow statement ((ICr)

Line item Mar 2024 Mar 2023
Cash from Operating Activity 829 649
Profit from operations 532 261
Receivables -91 -336
Inventory -10 -9
Payables 370 788
Loans Advances 0 0
Other WC items 78 -11
Working capital changes 348 434
Interest paid 0 1
Direct taxes -51 -46
Cash from Investing Activity -437 -179
Fixed assets purchased -104 -66
Fixed assets sold 5 29
Investments purchased 0 -13
Investments sold 0 3
Interest received B33 11
Dividends received 0 2
Invest in subsidiaries 0 0
Investment in group cos 0 0
Redemp n Canc of Shares 0 0
Acquisition of companies 0 0
Other investing items -371 -145
Cash from Financing Activity -291 -230
Proceeds from shares 1 1
Proceeds from debentures 0 0
Redemption of debentures 0 0
Proceeds from borrowings 0 790
Repayment of borrowings -125 -863
Interest paid fin =77 -83
Dividends paid -21 -28
Financial liabilities -70 -47
Other financing items 0 0
Net Cash Flow 101 239
Free Cash Flow 730 612

CFO/OP 201 391



Key ratios

Line item Mar 2024 Mar 2023
Debtor Days 32 41
Inventory Days 0 0
Days Payable 0 0
Cash Conversion Cycle 32 41
Working Capital Days -89 -102
ROCE % 19 ®

3.2 Financial analysis summary

* Revenue surged 44.61% to [7,299.00 Cr, primarily driven by the "Travel and related services" segment which
contributed 76.97% ([5,618.69 Cr) of total turnover, while Trade Receivables on the Balance Sheet grew at a
much slower pace of 13.73% to [646.00 Cr, indicating efficient collection despite aggressive scaling.

» Operating Profit margins (OPM) improved from 4.00% to 6.00% as the company benefited from operating
leverage, with Employee Cost % declining from 15.00% to 13.00% and Other Cost % dropping from 8.00% to
6.00%, although Stock options expense turned into a charge of [2.83 Cr in FY24 from a reversal in the prior
year.

* Net Profit witnessed a massive recovery to [271.00 Cr from [110.00 Cr, aided by a reduction in the effective
Tax % from 61.00% to 21.00% and a jump in Other Income to [134.00 Cr, which includes mark-to-market
gains of [11.24 Cr on Quess Corp shares held by the employee benefit trust.

» The company operates on a negative Working Capital model with Working Capital Days at -89.00, utilizing
[642.00 Cr in Advance from Customers and [2,157.00 Cr in Trade Payables to fund operations, though the
Current Ratio of 0.86 signals that current liabilities exceed current assets, creating a dependency on
continuous booking inflows.

» Cash from Operating Activity (CFO) of [829.00 Cr significantly exceeded Net Profit of (271.00 Cr (a CFO/
PAT ratio of 3.06), largely driven by a [B70.00 Cr increase in Trade Payables and a [B48.00 Cr contribution
from Working Capital changes, demonstrating high earnings quality and cash generation.

* Total Debt (Borrowings) was reduced by [121.00 Cr to [418.00 Cr, leading to an improved Debt / Equity ratio
of 0.20 and a surge in Interest Coverage to 4.48x, while the Cash Flow Statement shows [125.00 Cr in
Repayment of borrowings and [77.00 Cr in Interest paid fin.

* Fixed Assets increased to [2,770.00 Cr, supported by [104.00 Cr in Fixed assets purchased (Capex) as
seen in the Cash Flow Statement, while the Balance Sheet reflects a high Land value of [¥70.00 Cr due to
the Sterling Group's use of the revaluation model, which values land at [750.95 Cr vs a historical cost of only
(76.87 Cr.

* ROCE improved dramatically from 5.00% to 19.00%, reflecting the turnaround in profitability and efficient use
of the Net Worth (Reserves of [2,010.00 Cr), although the asset base remains heavily encumbered with
[2,351.08 Cr of Total Assets pledged as security for borrowings.

* Free Cash Flow (FCF) remained strong at [730.00 Cr, allowing the company to self-fund its growth and pay
[21.00 Cr in Dividends, while maintaining a robust Cash Equivalents balance of [1,188.00 Cr on the Balance
Sheet.

» Other Assets include [B86.16 Cr in "Other current assets" which are largely pledged as security; if these
include unbilled revenue or supplier advances, their recoverability is critical. Other Liabilities are dominated
by [1,327.14 Cr in contract liabilities (advances), providing a "float" but carrying refund risk. Other Expenses
were impacted by a [2.83 Cr stock option charge and legacy stamp duty penalties in the prior year.



» Thomas Cook (India) Ltd delivered a high-quality financial performance in FY24, characterized by 44.61%
Revenue growth, a sharp expansion in ROCE to 19.00%, and robust Free Cash Flow generation of [¥30.00
Cr, effectively utilizing its negative Working Capital model to deleverage the Balance Sheet while navigating
significant contingent tax and legal risks.

3.3 Contingent liabilities & commitments

» Tax Disputes: Disputed direct and indirect tax matters total [210.37 Cr. Luxury tax-related demands amount
to [102.95 Cr. The company has not provided for these, citing interpretative challenges.

» Litigation: Disputed claims from clients, vendors, and property matters total [65.32 Cr.

* Regulatory Matters: The Enforcement Directorate (ED) matter regarding FEMA violations involves penalties
of [6.16 Cr, currently under appeal.

* Property Disputes: Sterling Group has major land disputes in the Supreme Court (Status Quo ordered) for
assets at Kodai Valley View ((1100.07 Cr) and Puri ((122.00 Cr) where titles are not yet registered in the
company's name.

* Guarantees & Commitments: Performance bank guarantees stand at [(43.37 Cr. Capital commitments for
ongoing projects are [27.51 Cr.



3.9 Earnings quality & forensic checks



# Check

1 PAT vs CFO trend
Receivables &
channel-stuffing signal
Revenue timing

3 (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

10 Tax rate consistency

CWIP age and stalling

11 .
projects

12 Deferred tax asset
recognition adequacy
RPT quantum and

13
trend

14 Dividend paid vs FCF
adequacy

15 Auditor KAM: Goodwill
Impairment
Subsidiary

Performance Drag

Impact

Profit + — high cash conversion; CFO of
829 Cr exceeds PAT of [271 Cr

significantly.

Revenue t — healthy collections; asset

growth of 14.8% lags 44.6% revenue growth
trend.

Revenue 1 — conservative recognition;
point-in-time policy prevents premature
booking of (1,327 Cr advances.

Neutral — minimal RPT revenue; diversified

retail base ensures no single customer
exceeds 10% revenue.

Profit 1 — efficient stock management;
inventory growth of 33% remains below

44.6% sales growth.

Neutral — consistent valuation; no changes
reported in inventory accounting policies for

FY 2024.

Profit 1 — cleaner operations; non-recurring

[2.03 Cr penalty in FY23 absent in current

year.

Profit 1 — revaluation model usage; land

revalued 10x to [750 Cr avoids depreciation

charge.

Profit 1 — provision reversal; [14 Cr

reduction in doubtful debt provisions boosts

reported PAT.

Profit | — cash tax lag; [51 Cr cash tax paid
vs [74 Cr P&L provision.

Neutral — rising capital spend; CWIP

increased to [60 Cr amid ongoing Supreme

Court litigation.

Profit 1 — unprovided tax risks; (210 Cr
contingent tax liability not recognized on
balance sheet.

Profit | — rising management costs; KMP

remuneration doubled YoY following return
to company profitability.

Neutral — strong dividend cover; [730 Cr
FCF provides 34x coverage for [21 Cr

dividends.

Profit 11 — valuation risk; carrying value of
1,224 Cr relies on judgmental DCF models.

Status

Notes detail

CFO/OP ratio at 201% indicates high
quality of earnings and strong
collections.

Receivables over 6 months decreased
from (190 Cr to [74 Cr, showing
improved aging.

Note 115: Leisure tour revenue
recognized only upon departure/arrival,
ensuring conservative timing.

Note 179: Customer concentration is
low, reducing dependency on specific
related or third parties.

Inventory turnover ratio improved from
138.96 to 150.45, indicating high
liquidity of stock.

Accounting policies confirm consistent
application of lower of cost or net
realizable value.

FY23 included a [2.03 Cr stamp duty
penalty under the Maharashtra
Amnesty Scheme.

Sterling Group uses revaluation model
for land ((7750.95 Cr) instead of
historical cost ([¥6.87 Cr).

Provision for doubtful debts decreased
from 65 Crin FY23 to [41 Crin FY24.

Effective tax rate dropped significantly;
cash taxes paid (b1 Cr) are lower than
P&L tax.

Note 188: Sterling property assets
(173 Cr) remain under "Status Quo"
by the Supreme Court.

Disputed tax matters ([(210.37 Cr) and
luxury tax ((1102.95 Cr) are not
provided for in accounts.

Chairman Madhavan Menon's
remuneration rose from [6.33 Cr to
[13.87 Crin FY24.

Dividend payout is conservative at 11%
of PAT, well-supported by massive free
cash flow.

10% impairment would wipe out 45% of
FY24 Net Profit; auditor focuses on
growth/discount rates.



# Check Impact Status  Notes detail

Profit | — regional weakness; foreign While the Indian parent is profitable,
subsidiaries in Thailand and USA reported global operations remain a drag on
losses of [25 Cr. consolidated margins.
. Neutral — internal control gaps; secretarial Vulnerabilities in B2B booking
Compliance & Fraud . ) L
Disclosures audit noted fraud/misappropriation and — workflows and lack of pre-clearance for
insider trading lapses. share deals by employees.

4. Management & governance

A. Auditor Report & Key Audit Matters * Audit Opinion: Unqualified. * KAM 1: Goodwill Impairment: Carrying
value of [1,224.00 Cr. The auditor focuses on management's use of discounted cash flow models involving
significant judgment regarding future growth and discount rates. * KAM 2: Title Deeds Qualification: Title
deeds for certain Sterling Group properties (Kodai Valley View [1.00.07 Cr and Puri [1122.00 Cr) are not yet
registered in the company's name. * Emphasis of Matter: The Enforcement Directorate (ED) matter regarding
FEMA violations with penalties of [6.16 Cr is currently under appeal. * Auditor: M/s BS R & Co. LLP (Big 4
affiliate).

B. Related Party Transactions

Amount

Relationship Nature Concern
(Cn)
Madhavan ) . . 119.11% YoY growth; exceeds PAT growth
Executive Chairman Remuneration 13.87 Cr i i
Menon in prior cycles.
. 140.29% YoY growth; reflects high variable
Mahesh lyer MD & CEO Remuneration 8.29 Cr .
Associate of Holding ~ Professional . . .
Quess Corp Ltd 7.04 Cr Recurring service leakage to group entity.
Co Charges
Bangalore Int. L . .
Airoort Related Party Rent 9.25Cr Significant reduction from 21.01 Cr in FY23.
irpor
I . - . Drastic reduction from 28.12 Cr signals
Fairbridge Capital  Promoter Dividend Paid 2.07 Cr

cash retention.

C. Shareholding * Promoters: 63.83% (Down from 72.34% due to OFS for MPS compliance). * DlIs: 11.00%. *
Public: 25.17%. * Pledged Shares: 0.00%.

D. Board Composition + KMP Compensation * Board: 10 Directors; 50% Independent (5 Directors). * Women
Directors: 2 (Kishori Udeshi, Sharmila Karve). * KMP Compensation: Total KMP pay grew significantly
(Chairman +119%, CEO +140%), primarily driven by Performance Linked Variable Bonus (PLVB) following the
operational turnaround. Compensation is roughly in line with the 145.5% Operating Profit growth. No KMPs from
the same family were disclosed.

F. Capital Allocation & Capex



Action FY current (Cr) FY prior (Cr) % of CFO Signal

Dividends 21.00 28.00 2.53 —
Capex 104.00 66.00 12.54 —
Net Debt Change -125.00 -73.00 N/M Positive
Working Capital Investment 348.00 434.00 41.98 —
Interest Payments 77.00 83.00 9.28 —

Capex analytical notes: * CFO Coverage of Capex: CFO ([829.00 Cr) covers Capex ((1.04.00 Cr) by 7.97x,
indicating excellent self-funding capability. * Nature of Capex: Primarily digital platforms (ASTRA, canvas) and
maintenance of resort assets. CWIP increased from [26.00 Cr to [60.00 Cr, indicating accelerating project
deployment. * Capex Deployment Efficiency: Revenue grew 44.61% on a 57.5% increase in Capex, showing
a direct correlation between digital investment and volume scaling.

H. Risks * Goodwill Impairment (High): (1,224 Cr carrying value. A 10% impairment would wipe out 45% of
Net Profit. * Negative Working Capital (High): Current Ratio at 0.86. Sudden demand drops could trigger a
liquidity crunch as customer advances fund OPEX. * Tax & Legal Disputes (High): Disputed demands of
[B13.32 Cr exceed the entire FY24 Net Profit. * Sterling Land Titles (Medium): Disputed assets of [222.07 Cr
at Kodai and Puri limit monetization/development.

5. Scorecard & verdict

Part a: scorecard

Dimension Key evidence One-line rationale

44.6% Rev growth; 50% DMS  Strong global diversification and

Business qualit 4 1 - .
qualtty revenue successful digital pivot.
. . D/E 0.20x; CFO [829 Cr > Robust cash generation and significant
Financial health 4 1 )
PAT [271 Cr deleveraging.
. ) CFO/PAT 3.06x; Point-in-time ~ High cash conversion despite revaluation
Earnings quality 4 -

Rev Rec and tax risks.

Management & 100%+ KMP pay hike; Insider ~ Strong execution offset by compliance

governance trading lapses noise and high RPT pay.
Capital allocation & 4 . ROCE 19%; FCF [¥30 Cr; Capex is driving volume scaling and
earnings visibility Digital Capex efficient self-funding.

Business positives (for this company this year) * Strong Revenue Growth: Consolidated revenue grew
44.61% to [7,299 Cr, driven by a 129% surge in DMS India. * Robust Cash Generation: CFO of [829 Cr
significantly exceeds PAT of [271 Cr, providing 7.97x coverage for Capex. * Deleveraging: Total debt reduced
by (121 Cr, bringing the Debt/Equity ratio down to 0.20x. * Operational Efficiency: ROCE improved from 5% to
19% as OPM expanded to 6% due to operating leverage. * Digital Transformation: Astra/Canvas platforms
reduced quote times from 48 hours to 20 minutes, improving unit economics.

Business negatives | concerns (for this company this year) * Contingent Liability Risk: Disputed tax and
legal demands total [B13.32 Cr, exceeding the annual Net Profit. * Asset Quality Concerns: Goodwill of [1,224
Cr remains a "top-heavy" risk; land revaluation of [¥50 Cr inflates net worth. * Governance Lapses: Secretarial
audit noted fraud instances and insider trading/pledge lapses by designated employees. * Working Capital



Fragility: Current Ratio of 0.86 indicates reliance on [1,327 Cr of customer advances to fund operations. * KMP
Compensation Surge: Executive Chairman and MD remuneration increased by 119% and 140% respectively.

Overall scorecard summary Thomas Cook (India) Ltd has demonstrated a powerful operational turnaround,
characterized by robust revenue growth, high cash conversion (CFO > PAT), and disciplined deleveraging. The
business is on an improving trajectory as it successfully transitions to a digital-first, asset-light model. However,
the governance posture is slightly weakened by significant KMP pay hikes and compliance lapses, while the
financial strength remains shadowed by large contingent tax liabilities and a goodwill-heavy balance sheet.

Part b: governance check matrix

# Check Status
1 Audit opinion clean? —
2 Promoter pledge = 0? —
3 KMP pay < 5% of PAT? —
4 RPT quantum < 5% of revenue? —
5 Board > 50% independent? —
6 At least 1 woman director? —
7 No statutory dues outstanding? —
8 No fraud reported? —
9 Audit trail enabled? —
10 Frequent Auditor change =

Total: 8/10 — Governance Rating: 4
Part c: investor verdict

Thesis: TCIL is a high-operating-leverage play on the Indian travel boom, successfully pivoting to a digital-first
model with strong cash flows. Overall stance: ACCUMULATE Rationale: Robust FCF and ROCE expansion
outweigh governance "noise" and contingent tax risks in a high-demand environment. Re-evaluate when:
Current Ratio falls below 0.75 OR Goodwill impairment is triggered. BULL CASE: Digital platforms drive OPM
toward 8-10% as inbound travel fully recovers to pre-pandemic levels. BEAR CASE: Unfavorable Supreme
Court ruling on tax/property disputes wipes out 1-2 years of PAT. Key monitorable: Per-person productivity: 8%
YoY growth — Watch for any stagnation.



7. Year-over-year analysis

7.1 Changes

Metric | theme  Summary a status

Management Focus on "Resilience" and
Tone "Turnaround."
. Thin Net Margin (0.2%)
Margin .
. and precarious Interest
Trajectory
Coverage (1.3x).
. High Effective Tax Rate
Tax Efficiency
(61%).
. Maintenance-heavy Capex
Capital
. (066 Cr) and debt
Allocation

repayment.

Extreme supplier credit
stretch (Payables 1+ [¥88
Cr).

Working Capital

KMP
Compensation

Rebound growth following
zero-bonus years.

7.2 Persistent patterns

Summary b status

Focus on "Dominance" and
"Optimization."

Expanded Net Margin (3.7%)
and robust Interest
Coverage (4.48x).

Normalized Effective Tax
Rate (21%).

Digital-scaling Capex ([104
Cr) and special dividends.

Normalized supplier credit
growth (Payables 1 [B70 Cr).

Growth (119-140%)
significantly outpacing
revenue growth (44%).

Forensic takeaway

Management has pivoted from a defensive
recovery posture to aggressive market share
capture and unit-economic optimization.

Operating leverage has finally triggered,
converting high volumes into meaningful
bottom-line profitability.

A significant portion of the PAT surge is
attributable to tax rate normalization rather
than purely organic operational expansion.

The company is shifting surplus cash from
deleveraging toward aggressive digital
infrastructure and shareholder rewards.

The reliance on supplier financing is
moderating, suggesting a transition toward a
more sustainable negative working capital
cycle.

Executive pay is escalating faster than the top
line, signaling potential governance friction
regarding the distribution of turnaround gains.

* Goodwill and Intangible assets continue to dominate the balance sheet ([1.2k Cr+), representing a
massive impairment risk that could wipe out multiple years of PAT.

» The company maintains a structural negative working capital model utilizing significant customer

advances ([642 Cr) as a source of interest-free operational funding.

« Sterling land assets remain heavily inflated via a revaluation model (50 Cr vs [¥7 Cr historical cost),

which artificially bolsters net worth and masks true asset depletion.

* Persistent title deed irregularities and pending NCLT registrations for key properties in the Sterling
portfolio continue to attract recurring auditor qualifications.

 High contingent liabilities for disputed taxes and legal claims ([B13 Cr) remain a permanent overhang,
collectively exceeding the company's record annual net profit.

« Cash flow from operations (CFO) consistently and significantly exceeds Net Profit, confirming sustained
high earnings quality and efficient cash collection cycles.

 The strategic pivot toward an asset-light, digital-first platform (Astra/Canvas) remains the consistent
driver of per-person productivity gains across both periods.

No material persistent pattern identified. (N/A - Patterns identified above).
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