Elitecon International Ltd — FY 2023 Annual Report Analysis

Annual Report Analysis (Consolidated)

Investor Snapshot

# Analytical point Sentiment

Elitecon operates as a distressed trading entity that has scaled revenue from [1 Cr to [549 Cr, yet
functions as a "zombie" company reliant on promoter life-support.

Revenue growth of 200% is fundamentally decoupled from profitability, as material costs of 122.87
Cr significantly exceed total revenue of 57.96 Cr in the audited period.

The business model exhibits negative unit economics and zero moat, resulting in a structural inability
to generate positive gross margins from core operations.

Accounting profits are entirely offset by a 72 Cr working capital drain, leaving Cash Flow from
Operations (CFO) at 0 Cr despite reported top-line scaling.

The balance sheet is technically insolvent with completely eroded Net Worth, triggering a "Material
Uncertainty Related to Going Concern" warning from auditors.

Liquidity is in a state of chronic crisis, evidenced by 60% of trade payables ( 31.95 Cr) remaining
outstanding for over three years and active regulatory seizures.

Capital infusion of (95 Cr via equity issuance and [99.16 Cr in promoter loans has been used to
manage legacy debt rather than productive asset creation.

Earnings quality is severely compromised by a 1655% explosion in trade receivables, suggesting
aggressive revenue recognition or significant channel stuffing.

Governance is a primary risk factor, characterized by an 833% hike in KMP remuneration during a
period of massive losses and Related Party Transactions exceeding 198% of revenue.

Capital allocation is value-destructive, with 15.08 Cr directed toward acquisitions while the core
business remains structurally unprofitable and cash-consumptive.

The outlook is contingent on the continued willingness of promoters to fund losses, as withdrawal of
support would likely lead to immediate insolvency.

Investment View: Avoid; monitor for a pivot to positive gross margins (>10%) and a reduction in trade
receivable days from the current 82-day threshold.

1. Business overview (In Bullet Points)

» Business Segments: Elitecon International Ltd (formerly Kashyap Tele-Medicines Ltd) has pivoted from a
dormant tele-medicine entity into a multi-commodity trading house focusing on agricultural products (wheat,
rice, pulses), textiles (fabrics and garments), and IT hardware/electronics.

* Revenue Drivers: Operations are strictly volume-driven, relying on the new management’s ability to leverage
business networks for bulk sourcing and distribution.

 Cost Drivers: The cost structure is dominated by the "Purchase of Stock-in-Trade," accounting for over 98%
of total expenses, making the company highly sensitive to commodity price fluctuations and logistics costs.

* Industry Position: The company is a micro-cap entrant in a hyper-competitive, fragmented trading
landscape, functioning as a pure-play intermediary without proprietary technology or manufacturing
capabilities.



» Expansion Plans: Current focus is on diversifying the product basket and exploring the "Infrastructure”
segment, though specific roadmaps for the latter remain opaque.

« Acquisitions: The company recently undertook a [15.08 Cr acquisition of companies, representing a
significant diversion of capital for a distressed entity.

 Capacity Additions: The business model is currently asset-light with no significant infrastructure building;
growth is driven by the injection of working capital by new promoters.

» Segment Performance: The company operates in a single reporting segment, "Tobacco and allied products"
(per Note 2.13), despite management's commentary on broader trading activities.

» Geographical Presence: While the name includes "International,” the current footprint remains
predominantly domestic.

2. Management commentary & outlook

* Management is focused on a total rebranding and distancing the company from its dormant past following the
successful Open Offer by Mr. Vipin Sharma.

* The strategic direction has shifted toward "General Trading and Infrastructure," signaling a pragmatic and
opportunistic approach to business activation.

» Management emphasizes "scaling up operations" and "exploring new horizons," positioning the company as
a "conglomerate in the making."

 The strategy involves aggressive diversification to mitigate the risks associated with the hyper-competitive
trading environment.

» Management describes the demand environment as "robust," particularly in agri-commodities and IT, driven
by domestic consumption and "China Plus One" tailwinds.

» The company acknowledges competitive intensity but cites its "lean organizational structure" as a competitive
advantage for faster decision-making.

* New projects are centered around "Elitecon" branded initiatives, currently in conceptual or early-execution
phases.

» Management has hinted at potential partnerships or JVs in the infrastructure space to compensate for a lack
of internal technical expertise.

 The long-term vision includes a pivot to infrastructure, which will require a transition from an asset-light to an
asset-heavy model.

» Management Tone Verdict: The management tone is Aggressively Opportunistic. While the transition
from a shell-like state to an active trading entity is a positive signal of intent, the commentary lacks granular
detail on credit cycle management, supplier concentration, or specific margin targets. The "International”
branding and "Infrastructure" aspirations appear aspirational rather than operational, suggesting a focus on
building market perception alongside business fundamentals.



3. Financial analysis

3.1 Financial statements

P&L statement ((JCr)

Line item

Sales

Sales Growth %
Expenses

Material Cost %
Raw material cost
Change in inventory
Manufacturing Cost %
Employee Cost %
Other Cost %
Operating Profit
OPM %

Other Income
Exceptional items
Other income normal
Interest

Depreciation

Profit before tax

Tax %

Net Profit
Exceptional items AT
Profit excl Excep
Profit for PE

Profit for EPS

Profit Growth %

EPS (O

Dividend Payout %

Mar 2025 Mar 2016
549 1
0 -24.62
480 1
84 74
471 0
-8 0

0 0

1 7

2 14
69 0
13 4.10

3 0

0 0
2.61 0
0 0

2 0

70 0

0 50

70 0

0 0

70 0
70 0
70 0

0 200
0.44 0.03
0 0



Balance sheet ([ICr)

Line item Mar 2025 Mar 2016
Equity Capital 160 1
Reserves 0 2
Borrowings 3 0
Long term Borrowings 0 0
Short term Borrowings 2 0
Lease Liabilities 0 0
Other Borrowings 0 0
Other Liabilities 88 1
Non controlling int 0 0
Trade Payables 76 0
Other liability items 12 1
Total Liabilities 251 4
Fixed Assets 9 0
Plant Machinery 12.56 0
Equipments 0.85 0
Computers 0.05 0
Furniture n fittings 0.50 0
Vehicles 0.66 0
Intangible Assets 0 0
Gross Block 14.62 0
Accumulated Depreciation 5.17 0
CWIP 8 0
Investments 0 0
Other Assets 233 4
Inventories 42 0
Trade receivables 124 1
Cash Equivalents 3 0
Loans n Advances 1 0
Other asset items 63 3

Total Assets 251 4



Cash flow statement ((ICr)

Line item

Cash from Operating Activity
Profit from operations
Receivables

Inventory

Payables

Loans Advances

Operating borrowings
Other WC items

Working capital changes
Direct taxes

Cash from Investing Activity
Fixed assets purchased
Investments purchased
Acquisition of companies
Cash from Financing Activity
Proceeds from shares
Repayment of borrowings
Interest paid fin

Financial liabilities

Net Cash Flow

Free Cash Flow

CFO/OP

Key ratios

Line item

Debtor Days

Inventory Days

Days Payable

Cash Conversion Cycle
Working Capital Days

ROCE %

3.2 Financial analysis summary

Mar 2025 Mar 2016
0 0

72 0
-99 -1

-1 0

43 0

0 0

0 0

=13 0
=72 0

0 0

-20 0
-4.93 0
0 -0.31
-15.08 0
21 0

95 0
74 0

0 0

0 0

1 0

-5 0

0 -200

Mar 2025 Mar 2016
83 242
33 120
60 45
56 317
93 890
0 1

* Revenue from operations surged to [549.00 Cr in Mar 2025 from [1.00 Cr in Mar 2016, yet the quality of this
growth is highly questionable as Material Cost % remains elevated at 84.00% and historical notes highlight
that cost of materials has previously exceeded total Revenue, signaling extreme pricing pressure.



» The company reported a Net Profit of [70.00 Cr (Mar 2025), but this failed to translate into liquidity as CFO
stood at [0.00 Cr, primarily due to a massive [72.00 Cr drain from Working Capital changes, specifically a
[099.00 Cr increase in Trade Receivables.

Trade Receivables reached [124.00 Cr in Mar 2025, representing a significant portion of Total Assets
(C251.00 Cr); this aligns with a 1655% growth in receivables that vastly outpaced Revenue growth,
suggesting aggressive revenue recognition or "channel stuffing."

Trade Payables increased to [76.00 Cr (Mar 2025), providing a [43.00 Cr cushion to CFO, but historical data
reveals a severe liquidity red flag with [B1.95 Cr (60% of total) outstanding for more than 3 years, indicating
chronic inability to settle dues.

Total Debt (Borrowings) appears low at [B.00 Cr on the Balance Sheet (Mar 2025), but the company is
fundamentally reliant on external support, as evidenced by [05.00 Cr in Proceeds from shares used to fund a
[74.00 Cr Repayment of borrowings, while the company remains dependent on unsecured, interest-free
loans from related parties.

Employee Benefits Expense is reported at 1.00% of sales (Mar 2025), but absolute costs have surged (from
[D0.54 Cr to [#4.38 Cr in FY23) driven by director remuneration and salaries, which is unsustainable given the
underlying unit economics.

Fixed Assets (Net Block) of [9.00 Cr and CWIP of [8.00 Cr (Mar 2025) were supported by a [4.93 Cr Capex
outflow, yet no impairment charges have been taken despite the admission that Net Worth was completely
eroded in previous periods.

Other Assets include a significant [63.00 Cr in "Other asset items," which includes [19.48 Cr in advances to
suppliers and [0.85 Cr in GST/Cess refunds, representing a high risk of capital being trapped in non-core
balances.

ROCE and ROE are effectively 0.00% (Mar 2025) because the business is not generating a return on its
expanded capital base, with EPS of [D.44 being purely accounting-driven and unsupported by FCF, which
remains negative at -[5.00 Cr.

Other Expenses analysis shows that Power & Fuel ([1.24 Cr) and Freight/Customs charges ([0.60 Cr) are
the largest components, reflecting high logistics intensity; however, the "Other Payables" spike to [(89.40 Cr is
unexplained and potentially acts as a "dumping bucket" for liabilities.

Overall Synthesis: Elitecon International exhibits a "zombie" financial profile where rapid Revenue growth is
entirely decoupled from CFO due to massive Trade Receivables accumulation and chronic Trade Payables
ageing, leaving the company completely dependent on related-party funding and equity infusions to survive
despite a technically positive Net Profit.

3.3 Contingent liabilities & commitments

* Income Tax Demand: The Income Tax department made an addition of [1.00 Cr to income for AY 2018-19,
resulting in a demand of [1.22 Cr (u/s 147). The company is contesting this and is in the process of filing an
appeal.

* Seizure of Goods: Customs authorities seized export goods valued at [0.80 Cr in October 2022 under
Section 110 of the Customs Act, indicating potential regulatory or compliance failures.

 Capital Commitments: While not explicitly quantified as a future commitment, the company recently
deployed [15.08 Cr for acquisitions and [4.93 Cr for Capex despite negative cash flows.



3.9 Earnings quality & forensic checks

# Check

10

11

12

13

14

15

16

17

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 +
cash tax vs P&L tax

CWIP age and stalling
projects

Deferred tax asset
recognition adequacy

RPT quantum and trend

Dividend paid vs FCF
adequacy

Cost of Materials vs
Revenue

Trade Payables Ageing

Other Payables Spike

Impact

Profit 1 — earnings overstate cash; [¥2 Cr working
capital drag prevents CFO conversion.

Revenue 1 — aggressive recognition; receivables
growth of 1655% far outpaces 200% revenue growth.

Neutral — lack of customer prepayments indicates
weak order book and transactional nature.

Revenue 11 — high circularity risk; related party loans
((59.64 Cr) exceed total annual revenue.

Profit 1 — slow turnover; inventory at 54% of sales
suggests high obsolescence risk.

Neutral — consistent valuation method used; however,
NRYV likely below cost given losses.

Neutral — no exceptional items reported; operating
losses are purely from core business.

Profit 1 — aggressive accounting; lack of impairment
charge despite total erosion of net worth.

Neutral — no evidence of provision reversals used to
artificially inflate the bottom line.

Profit 1 — tax avoidance; zero tax provision despite
significant income tax department demands.

Profit 1 — capitalization risk; (8 Cr CWIP remains non-
depreciating while net worth is eroded.

Profit 1 — potential overstatement; recognition of tax
benefits unlikely to be realized given losses.

Revenue 11 — extreme dependency; promoter loans
of [59.64 Cr are the sole liquidity source.

Neutral — no dividends paid; cash conserved to
manage severe liquidity stress and losses.

Profit | — Cost of materials ([122.87 Cr) is 212% of
Revenue ([57.96 Cr).

Neutral — Chronic inability to pay; 60% of payables
overdue > 3 years.

Profit 1 — Potential liability dumping; unexplained
spike from [0.07 Cr to [89.40 Cr.

4. Management & governance

Status

Notes detail

Forensic Check: PAT vs
CFO

Note 5: Trade
Receivables Ageing

Note 14: Other Current
Liabilities
Note 7 & 9: Related

Party Transactions

Forensic Check:
Inventory vs Revenue

Note 2.4: Significant
Accounting Policies

P&L Statement
(Screener)

Note 2.15: Impairment of
Assets

Note 23: Other
Expenses

Note 24.1: Contingent
Liabilities

Balance Sheet: Fixed
Assets (Screener)

Note 25: Going Concern
Note 9: Short-term
Borrowings

Cash Flow Statement
(Screener)

Note 19: Cost of
Materials

Note 13: Trade Payables

Note 14: Other Current
Liabilities

A. Auditor Report & Key Audit Matters * Audit Opinion: Unqualified with Material Uncertainty Related to Going
Concern. * KAM 1: Going Concern Assessment: The auditor highlighted that the company’s net worth is
completely eroded due to persistent losses. Management'’s response relies entirely on the continued financial
support of promoters and related parties to meet obligations. * KAM 2: Impairment of Assets: Property, Plant,
and Equipment (PPE) are not regularly tested for impairment despite significant operational losses. Management
only evaluates impairment if specific "events" occur, which the auditor notes as a judgment area. * Emphasis of



Matter: The auditor emphasized Note 25 regarding the erosion of net worth and the company's status as a
"zombie" entity dependent on external funding. * Internal Control Weaknesses: Significant divergence between
revenue growth (200%) and trade receivable growth (1655%), suggesting internal control weaknesses in
revenue recognition and credit management.

B. Related Party Transactions

Party Relationship Nature Amount (CICr) Concern

Mridul Tobie INC Promoter Group Unsecured Loan Taken 56.84 Cr Refinancing Risk
Pandokhar Food LLP Promoter Group Unsecured Loan Taken 42.32 Cr Liquidity Dependency
Golden Tobie Limited Associate/Group Purchases 15.90 Cr Vertical Dependency
Vipin Sharma MD Remuneration 0.28 Cr Neutral

« Concern: The company is functionally an extension of its promoters. Loans taken from related parties
([99.16 Cr) are nearly double the annual revenue, indicating the business is not self-sustaining. Purchases
from Golden Tobie represent 13% of material costs, suggesting potential transfer pricing risks.

* % of Revenue: 198.72% (calc.) — Extreme Risk

* % of CFO: N/M (CFO is negative) — Cash Leakage Risk

 Trend: Increasing (Loans from related parties rose from [27.48 Cr to [59.64 Cr).

C. Shareholding * Equity Capital: [160.00 Cr (Mar 2025) vs [1.00 Cr (Mar 2016). * Reserves: [D.00 Cr (Mar
2025) - Net worth eroded by historical losses. * Pledged Shares: Not disclosed in AR.

D. Board Composition + KMP Compensation * Total Directors / Independent % / Women Directors: Not
disclosed in AR (Transparency Gap). * KMP Compensation: Vipin Sharma (MD) received [0.28 Cr (FY Current)
vs [0.03 Cr (FY Prior), an 833.33% YoY growth. * Revenue Correlation: Compensation grew 9x while the
company reported a massive operating loss of [75.82 Cr. There is a complete decoupling between executive
pay and company performance.

F. Capital Allocation & Capex

Action FY current (CCr) FY prior (CCr) % of CFO

Capex (Fixed Assets) 4,93 Cr 0.00 Cr N/M —
Acquisitions 15.08 Cr 0.00 Cr N/M —
Equity Issuance 95.00 Cr 0.00 Cr N/M —
Repayment of Borrowings 74.00 Cr 0.00 Cr N/M —
Working Capital Investment 72.00 Cr 0.00 Cr N/M —

» Capex analytical notes:

o CFO Coverage of Capex: CFO is negative; Capex is entirely funded by equity issuance and promoter
loans.

o Nature of Capex: Primarily maintenance and small-scale equipment ((4.93 Cr), but the [15.08 Cr
acquisition of companies represents a significant diversion of capital.

- Deployment Efficiency: Capex and acquisitions have not translated into positive margins; revenue
growth is vastly outpaced by the cost of materials.

- Key Takeaways: The capital allocation strategy is high-risk, focusing on expansion through acquisitions
while the core business model fails to cover material costs.



H. Risks * Going Concern (High): Net worth fully eroded; dependent on promoters. Total loss of capital if
promoter support is withdrawn. * Negative Margins (High): Material costs ([122.87 Cr) exceed Revenue
(057.96 Cr). Structural insolvency; every sale increases the total loss. * Regulatory Seizure (High): Customs
authorities seized goods worth [0.80 Cr. Loss of assets and potential blacklisting. * Receivable Quality
(Medium): Receivables grew 17x; [0.90 Cr overdue > 6 months. Cash flow freeze and potential bad debt write-
offs. * Litigation (Medium): Income Tax demand of [1.22 Cr contested. Unfunded liability impacting depleted
reserves. * Liquidity Stress (High): 60% of Trade Payables ([B1.95 Cr) overdue > 3 years. Supply chain
disruption and potential legal action.

5. Scorecard & verdict

Part a: scorecard

Dimension Key evidence One-line rationale
. . Concentrated in low-margin Commoditized trading model with negative
Business quality 1 — . ) ) .
trading; material costs > revenue. unit economics and no moat.
D/E N/M (Negative Equity); CFO Technically insolvent entity surviving solel
Financial health 1 — (Neg auity) J ) v : J
(D Cr; Net worth eroded. on promoter life-support.
. ) Receivables growth 1655% vs Aggressive revenue recognition and
Earnings quality 1 — . . .
Revenue 200%; CFO < PAT. massive working capital leakage.
Management & 1 RPTs 198% of Revenue; 833% Extreme RPT dependency and poor
governance KMP pay hike during losses. alignment between pay and performance.

. . e o Value-destructive allocation into
Capital allocation & Acquisitions funded by dilution; . . .
. - 1 — acquisitions while core operations burn
earnings visibility ROCE 0%. h
cash.

Business positives (for this company this year) * Revenue Scalability: Sales surged from [l Cr to [549 Cr,
demonstrating the ability to move high volumes through new management networks. * Equity Infusion:
Successfully raised 95 Cr through equity issuance to clean up the balance sheet and repay old borrowings. *
Promoter Support: Secured [99.16 Cr in unsecured, interest-free loans from promoter groups to maintain
operations.

Business negatives | concerns (for this company this year) * Negative Unit Economics: Cost of materials
(M22.87 Cr) was more than double the total revenue ([57.96 Cr) in the latest detailed audit period. * Working
Capital Stress: Trade Receivables grew by 1655%, far outpacing revenue growth, leading to a [¥2 Cr cash
drain. * Going Concern Warning: Auditors issued a "Material Uncertainty Related to Going Concern" due to
total erosion of Net Worth. * Governance Red Flag: KMP remuneration increased by 833% despite the
company reporting massive operating losses. * Liquidity Crisis: 60% of Trade Payables ((B1.95 Cr) are
outstanding for more than 3 years, indicating chronic default. * Regulatory Risk: Customs authorities seized
goods worth [0.80 Cr and Income Tax department demanded [1.22 Cr.

Overall scorecard summary Elitecon International is currently a "zombie" entity that has been artificially
reanimated through high-volume, low-margin trading and significant promoter funding. While the top-line growth
is optically impressive, the business model is fundamentally broken, with material costs exceeding revenues and
cash flows being trapped in a massive receivables build-up. Governance is a major concern given the extreme
related-party dependency and aggressive executive compensation hikes amidst structural insolvency. The
business is on a deteriorating trajectory as it scales losses alongside revenue.



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 =

Final line: "Total: 2/10 — Governance Rating: 1"
Part c: investor verdict

Thesis: A distressed shell-turnaround attempt that is currently scaling high-risk, negative-margin trading
volumes to justify a massive equity expansion. Overall stance: Avoid Rationale: The company is structurally
insolvent with negative unit economics, extreme RPT dependency, and severe earnings quality red flags. Re-
evaluate when: Gross Margins turn positive (>10%) and CFO/PAT exceeds 0.8x for two consecutive years.
BULL CASE: Successful pivot to high-margin Infrastructure projects (C1L00 Cr+ order book) with institutional
funding replacing promoter loans. BEAR CASE: Withdrawal of promoter support leading to immediate
insolvency and total loss of capital for minority shareholders. Key monitorable: Trade Receivable Days: Current
(approx. 82 days) — Watch threshold: >120 days.
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