Quick Heal Technologies 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 Sentiment

Quick Heal is undergoing a high-stakes structural pivot from legacy consumer antivirus to an

ad
Enterprise SaaS model (Seqrite), which now accounts for 40% of the revenue mix.
Revenue contracted 4.19% to 280 Cr, reflecting a stagnant consumer moat and a transition phase 0
that has yet to offset legacy declines.
Operating margins have collapsed into a loss of 7 Cr as high fixed employee costs (67% of revenue)
and Ré&D spend ( 136 Cr) create significant negative operating leverage.
Reported PAT of 5 Cr is of exceptionally low quality, entirely propped up by 21 Cr in non-operating 0
Other Income and a distorted -404% tax rate.
The balance sheet remains debt-free (0.0x D/E) with a (179 Cr investment portfolio, providing a vital 0
but depleting liquidity buffer for the turnaround.
Cash Flow from Operations (CFO) plummeted to - 22 Cr, resulting in a negative FCF of - 36 Cr and 0
indicating a total failure to convert accounting profits into cash.
Deferred revenue surged 580% to [(14.28 Cr, serving as a leading indicator for improved revenue 0
visibility and successful multi-year subscription adoption.
Earnings quality is severely compromised by a 531% spike in undisputed receivables older than six 0
months ( 51.04 Cr), suggesting potential channel stuffing or collection failure.
Governance concerns have intensified as KMP remuneration rose ~20% to 8.14 Cr (exceeding total 0
PAT) despite operational losses and the suspension of shareholder dividends.
The auditor issued a qualified opinion regarding the absence of database-level audit trails, 0
representing a significant regulatory and transparency risk.
The outlook hinges on the "Al-first" transition and DPDP Act enforcement to drive Seqrite growth, 0
though the core business remains operationally insolvent in the near term.
Investment View: WATCH; avoid entry until the CFO/PAT ratio exceeds 1.0x and the 51 Cr overdue 0

receivable mountain is materially liquidated.

1. BUSINESS OVERVIEW (In Bullet Points)

* Business Segments & Revenue Mix: The company is undergoing a structural rebalancing. The Enterprise
segment (Seqrite) now accounts for 40% of revenue, up from 20% in FY21, while the legacy Consumer
segment faces stagnation due to OS-integrated security and mobile-first threat shifts.

* Revenue Drivers: Growth is increasingly driven by the "Seqrite" transition and a pivot toward compliance-
based products like Seqrite Data Privacy (monetizing the DPDP Act) and AntiFraud.Al (targeting UPI and
digital scams).



* Cost Drivers: The business is R&D-intensive, with [135.95 Cr invested in FY25. The cost structure is heavily
fixed, dominated by high-quality talent in Al and malware analysis, leading to high operating leverage.

« Industry Position: Positioning as a "National Security" asset under the "Make in India" narrative to secure
high-barrier Government and Defense contracts, differentiating from foreign competitors like CrowdStrike.

* Expansion Plans: Renewed focus on international expansion into Europe, the Middle East, and Thailand,
following a prior [12.55 Cr write-off in Israel.

* Product Strategy: Moving from "malware protection" to "platformization” via Cybersecurity Mesh Architecture
and a Freemium model for consumer fraud prevention.

» Geographical Presence: Heavily domestic-centric with 93.11% of revenue ([260.28 Cr) from India;
international revenue remains stagnant at 6.89%.

» Segment Performance: Software Support and Services grew 42.5% to [4.52 Cr, but the core Security
Software Licenses segment declined to [275.01 Cr.

2. MANAGEMENT COMMENTARY & OUTLOOK

« Strategic Pivot: Management is driving a transition from a promoter-led sales organization to an institutional-
grade SaaS entity, led by CEO Vishal Salvi's focus on "Zero Trust" and "Al-powered SOCs."

» Growth & Margin Guidance: Management acknowledges "inadequacy of profits" in FY25, citing consumer
slowdown and election-related delays in government spending. Visibility remains low with no specific growth
guidance provided.

« Demand Environment: Headwinds in the consumer business are persistent; however, management sees
the Digital Personal Data Protection (DPDP) Act as a major wedge for enterprise growth.

» Competitive Intensity: High pressure on ARPU from competitors offering free or bundled solutions;
incentives and discounts already consume 9.33% of gross billings.

* New Launches: Focus on AntiFraud.Al and Seqrite Data Privacy to move up the value chain into Legal and
Compliance budgets.

* Partnerships/JVs: The "Profit Sharing Program” (PSP) maintains loyalty among 35,000+ partners but keeps
the company tethered to a high-commission distribution model.

« Capital Allocation Signal: The Board skipped a dividend for the first time in years to strengthen the
financial position, signaling that treasury income is no longer sufficient to subsidize R&D burn.

» Long-term Vision: Building a global-grade Enterprise Security stack to replace the evaporating legacy
consumer cash cow.

» Management Tone: The management tone has shifted from defensive to an aggressive "Al-first" narrative,
yet it is severely undercut by the reality of zero dividends and inadequate profits. While there is a genuine
effort to professionalize and fix governance "leaks" through new appointments, a persistent "alignment gap"
remains as promoter remuneration rose ~20% despite shareholders facing a dividend drought and
operational losses.

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 - 280.00 292.00
Sales Growth % -4.19 491
Expenses - 286.00 274.00
Material Cost % - 3.00 2.00
Raw material cost 6.55 5.54
Change in inventory 0.58 1.29
Manufacturing Cost % 6.00 6.00
Employee Cost % 67.00 58.00
Other Cost % 27.00 28.00
Operating Profit -7.00 18.00
OPM % -2.00 6.00
Other Income - 21.00 21.00
Exceptional items 2.29 1.97
Other income normal 18.48 19.10
Interest 0.00 0.00
Depreciation 13.00 13.00
Profit before tax 1.00 26.00
Tax % -404.00 8.00
Net Profit - 5.00 24.00
Exceptional items AT 2.00 2.00
Profit excl Excep 3.00 23.00
Profit for PE 3.00 23.00
Profit for EPS 5.00 24.00
Profit Growth % -88.00 2,668.00
EPSinRs 0.93 4.53

Dividend Payout % 0.00 66.00



Balance Sheet ((ICrores)

Line Item Mar 2025 Mar 2024
Equity Capital 54.00 54.00
Reserves 387.00 383.00
Borrowings - 0.00 0.00
Lease Liabilities 0.09 0.00
Other Liabilities - 83.00 76.00
Trade Payables 35.00 40.00
Advance from Customers 0.00 0.00
Other liability items 49.00 36.00
Total Liabilities 525.00 513.00
Fixed Assets - 119.00 117.00
Land 0.88 2.66
Building 105.15 109.49
Equipments 17.85 16.43
Computers 107.50 100.60
Furniture n fittings 35.32 31.14
Vehicles 0.93 1.05
Intangible Assets 0.00 0.00
Other fixed assets 53.16 46.63
Gross Block 320.79 308.00
Accumulated Depreciation 201.58 191.28
CWIP 0.00 3.00
Investments 179.00 190.00
Other Assets - 226.00 203.00
Inventories 2.00 3.00
Trade receivables - 167.00 132.00
Receivables over 6m 93.00 51.00
Receivables under 6m 121.00 125.00
Prov for Doubtful -48.00 -44.00
Cash Equivalents 21.00 38.00
Loans n Advances 8.00 6.00
Other asset items 29.00 24.00

Total Assets 525.00 513.00



Cash Flow Statement (CICrores)

Line Item Mar 2025 Mar 2024
Cash from Operating Activity - -22.00 18.00
Profit from operations 7.97 32.24
Receivables -38.83 -16.07
Inventory 0.58 1.70
Payables -4.95 -8.73
Loans Advances 0.00 0.00
Other WC items 13.78 9.02
Working capital changes -29.42 -14.08
Direct taxes -0.85 0.03
Cash from Investing Activity - 16.00 6.00
Fixed assets purchased -14.00 -8.00
Fixed assets sold 0.00 1.00
Investments purchased -265.00 -280.00
Investments sold 295.00 291.00
Interest received 0.00 1.00
Dividends received 0.00 0.00
Other investing items 0.00 0.00
Cash from Financing Activity - -10.00 2.00
Proceeds from shares 591 6.15
Dividends paid -16.13 -13.29
Financial liabilities -0.10 0.00
Share application money 0.00 0.00
Other financing items 0.00 8.74
Net Cash Flow -17.00 26.00
Free Cash Flow -36.00 12.00
CFO/OP 325.00 102.00

Key Ratios ([ICrores)

Line Item Mar 2025 Mar 2024
Debtor Days 218.00 165.00
Inventory Days 0.00 0.00
Days Payable 0.00 0.00
Cash Conversion Cycle 218.00 165.00
Working Capital Days 130.00 88.00

ROCE % 0.00 6.00



3.2 Financial Analysis Summary

* Revenue from operations declined by 4.19% to [280.00 Cr, primarily driven by a structural slowdown in the
core Security Software Licenses segment which fell to [275.01 Cr, while Incentives, Schemes & Discounts
consumed [29.08 Cr (9.33% of gross billings) to sustain market share.

The company reported an Operating Profit loss of [7.00 Cr with an OPM % of -2.00%, a sharp reversal from
6.00% in FY24, caused by Employee Cost % surging to 67.00% of Revenue ([185.55 Cr) as management
utilized aggressive retention strategies including a doubling of Employee Share Based Payments to [9.95
Cr.

Net Profit of [5.00 Cr was artificially supported by a Tax % benefit of -404.00% ([4.04 Cr deferred tax credit)
and Other Income of [21.00 Cr, which included a [11.30 Cr fair value gain on mutual funds; without these
non-operating items, the core business would be loss-making as Profit before tax stood at a marginal [1.00
Cr.

Trade Receivables grew by 26.58% to [167.00 Cr despite falling Revenue, leading to a severe deterioration
in Debtor Days from 165 to 218 days, with undisputed receivables overdue by >6 months skyrocketing from
[8.08 Cr to [51.04 Cr, necessitating a [48.05 Cr Provision for ECL.

Cash from Operating Activity collapsed to negative [22.00 Cr from positive [18.00 Cr, primarily due to a
[B8.83 Cr cash absorption by Trade Receivables and a [29.42 Cr total drain from Working capital
changes, resulting in a negative Free Cash Flow of [36.00 Cr.

The Balance Sheet remains resilient with zero Total Debt and a strong Investments portfolio of [179.00 Cr,
mostly in mutual funds, which provides a liquidity buffer against the current operational cash burn and funded
the [14.00 Cr Capex for Fixed Assets additions.

Deferred Revenue (reported under Other Liabilities) spiked by 580% to [14.28 Cr, signaling a shift toward
multi-year subscription models which provides future Revenue visibility but contributed to the current year's
cash flow mismatch.

ROCE % fell to 0.00% and ROE % diluted to 1.13% from 5.49%, reflecting poor capital efficiency as the Total
Assets base of [525.00 Cr is not generating incremental Operating Profit.

Dividend Payout % was slashed to 0.00% from 66.00% in FY24, a prudent capital allocation move given the
negative CFO and the need to preserve the [21.00 Cr Cash Equivalents balance which declined from
[38.00 Cr.

Other Assets were impacted by the disappearance of the [1.36 Cr Gratuity Fund surplus, replaced by a
[1.37 Cr Gratuity Provision, indicating a swing in actuarial liabilities. Other Expenses remained high at
[93.44 Cr, while Other Income was previously boosted by a one-time [1.79 Cr insurance claim in FY24,
making the current year's core performance look even weaker.

» The dominant financial theme of the year is a complete decoupling of PAT from CFO, where non-operating
Other Income and tax credits are masking an operationally insolvent core software business struggling with
a massive Working Capital bloat.

3.3 Contingent Liabilities & Commitments

* Pending Litigations: The auditor highlights pending litigations as a factor affecting the consolidated financial
position.

» Tax Disputes: A [2.51 Cr Provident Fund dispute is noted as a persistent friction point.
« Bank Guarantees: Deposits of [0.42 Cr are pledged against bank guarantees for operational requirements.

« Capital Commitments: Not specifically disclosed in the current period notes.



3.9 Earnings Quality & Forensic Checks



# Check

1

11

12

13

PAT vs CFO trend

Receivables & channel-

stuffing signal

(receivables + inventory

build vs revenue)

Revenue timing
(unbilled / contract
assets + deferred
revenue / advances)

Revenue from related
parties %

Inventory vs revenue
growth

Inventory valuation
method change

Exceptional items in
operating profit

Depreciation rate vs
useful life policy

Provision reversals
boosting PAT

Tax rate consistency +

cash tax vs P&L tax

CWIP age and stalling

projects

Deferred tax asset
recognition adequacy

RPT quantum and trend

Impact

Profit { — earnings
overstate cash; [88.83 Cr
receivable spike prevents
CFO conversion from PAT.

Revenue 11 — channel
stuffing risk; receivables
grew 26.6% while sales
declined by 4.2%.

Revenue | — shift to multi-
year deals; deferred
revenue surged 580%
delaying current recognition.

Neutral — negligible RPT
revenue; related party
receivables were cleared to
zero.

Profit | — inventory
liquidation; small inventory
reduction of [1 Cr amidst
falling sales.

Neutral — no policy change;
standard lower of cost or
NRYV applied consistently.

Profit 1 — non-core boost;
[2.29 Cr exceptional gain
inflates the reported PBT.

Profit 1 — aggressive life
estimates; 60-year building
life reduces annual
depreciation charges.

Profit + — subjective
provisioning; ECL provision
is 22.3% of gross
receivables.

Profit 1 — non-cash tax
credit; deferred tax benefit
artificially boosted PAT
above PBT.

Neutral — project
completion; CWIP cleared to
zero from previous year's
balance.

Profit 1+ — DTA creation;
recognition of tax benefits
despite core operating
losses.

Neutral — family transfer;
promoter stake shift was

Status

Evidence

PAT [5 Cr vs CFO -
22 Crin FY25.

Net Receivables
167 Cr (FY25) vs
(132 Cr (FY24).

Deferred Revenue
[14.28 Cr (FY25) vs
[2.10 Cr (FY24).

RPT Receivables:
Nil (FY25) vs [0.08
Cr (FY24).

Inventory [2 Cr
(FY25) vs B Cr
(FY24).

Inventory remains
minor at <1% of
assets.

Exceptional items:
[2.29 Cr (FY25) vs
[1.97 Cr (FY24).

Depreciation [13 Cr;
Buildings 105 Cr.

Provision for ECL:
[48.05 Cr (FY25).

Tax Rate -404%; Tax
Benefit of [(4.04 Cr.

CWIP: [0.00 Cr
(FY25) vs [B.00 Cr
(FY24).

Deferred tax credit
of [(4.48 Crin FY25.

Kailash Katkar
-14.59%; Anupama
Katkar +13.58%.

Notes Detail

Forensic Alert: Profits not
converting to cash due to
working capital bloat.

Note 12: Undisputed
receivables >6 months rose
from [8.08 Cr to [51.04 Cr.

Note 22: Indicates transition
to subscription models or
multi-year contract
structures.

Note 38: Disciplined
settlement of inter-company
dues observed in the period.

Note 12: Finished goods
inventory dropped from [2.80
Crto [2.22 Cr.

Note 3: Accounting policy for
inventory valuation remains
unchanged YoY.

P&L: Exceptional items
represent a significant
portion of the [1.00 Cr PBT.

Note 3i: 60-year life for
buildings is longer than
typical IT sector peers.

Note 3r: Specific provisions
based on "discussions with
customers" introduce
management subjectivity.

Forensic Alert: [(4.48 Cr
deferred tax credit masked a
weak [1 Cr PBT.

Balance Sheet: Previous
capital work-in-progress has
been capitalized into fixed
assets.

P&L: Tax benefit suggests
management expects future
profits to offset current
credits.

Note 17e: Internal reshuffling
of promoter shares between
family members.



# Check Impact Status Evidence Notes Detail

internal rather than market

exit.
Profit | — liquidity strain; Cash Flow: Dividend funded
Dividend paid vs FCF dividends paid despite Dividends [16.13 via cash reserves/
adequacy negative free cash flow of - Cr; FCF -[B6 Cr. investments rather than
[B6 Cr. current year operations.
Neutral — regulatory gap; Auditor Report: Prevents
) . . edit log not enabled at Qualified opinion verification of direct data
15  Audit Trail Compliance . a . _—
database level for certain under Rule 11(g). changes outside application
software. layer.
Profit | — non-operating Note 25: Core software
. ) dependency; PBT of [1 Cris Other Income [21 business is operationally
16 Core Earnings Quality ) . .
entirely dwarfed by (21 Cr Crvs PBT [1 Cr. insolvent without treasury
Other Income. gains.

4. MANAGEMENT & GOVERNANCE

A. Auditor Report & Key Audit Matters * Audit opinion type: Unqualified (Unmodified) with a specific
qualification under Rule 11(g) regarding Audit Trails. * Key Audit Matter 1: Revenue Recognition: Auditor
identified significant risk in the identification of performance obligations and the allocation of transaction prices,
particularly for bundled contracts. Management uses a "cost-plus margin" approach for standalone selling prices,
which involves high estimation uncertainty. * Key Audit Matter 2: ECL Provisioning: Auditor flagged the
complexity in estimating customer payment behavior and the timing of future cash flows for a large distributor
network. The spike in overdue aging (Receivables > 6 months) increases the risk of under-provisioning. * Audit
Trail (Edit Log) Qualification: The auditor issued a qualified comment stating the edit log feature was not
enabled at the database level for certain accounting software throughout the year. This prevents the auditor from
verifying if direct data changes were made outside the application layer. * Auditor Tenure: MSKA & Associates
re-appointed for a second five-year term (FY25-FY29).

B. Related Party Transactions

. . Amount (O
Relationship Nature
Cr)
. Chairman & . Paid despite inadequacy of profits; variable
Kailash Katkar Remuneration 1.73Cr
MD pay from FY24
. . . Paid despite inadequacy of profits; variable
Sanjay Katkar Joint MD Remuneration 1.68 Cr
pay from FY24
Data Security o Program . L .
. . MD is Director ) 0.73 Cr Joint report publication and sponsorship
Council of India Sponsorship
Kailash/Sanjay . . Calculated based on 71.82% holding and
Promoters Dividend Paid 11.58 Cr .
Katkar FY24 dividend payout

RPT Risk Checks: * % of Revenue: 1.48% (Within standard limits). * % of CFO: N/M (CFO is negative -22.00
Cr). Remuneration and dividends are being funded by liquidating treasury investments, not operations. * Excess
Remuneration: Management admitted to "inadequacy of profits" in FY25, yet executive pay remained high,
requiring shareholder approval via special resolutions. Combined pay (3.41 Cr) is 67.6% of reported PAT.



C. Shareholding * Promoters: 71.82% (Mar 2025) vs 72.48% (Mar 2024). * Pledged Shares: 0.00%. *
Promoter Reshuffle: Kailash Katkar reduced stake by 14.59% while Anupama Katkar increased hers by
13.58%, signaling a family-level transfer.

D. Board Composition + KMP Compensation * Total Directors: 8 | Independent %: 62.50% | Women
Directors: 1 (Ms. Apurva Joshi). * KMP Compensation Analysis: * Kailash Katkar (MD): [1.73 Cr (+19.31%
YoY). * Sanjay Katkar (JMD): [1.68 Cr (+20.00% YoY). * Vishal Salvi (CEO): [B.16 Cr. * Ankit Maheshwari
(CFO): [1.57 Cr. * Operating Divergence: Aggregate KMP pay is rising while Operating Profit crashed from
[18.00 Cr to -[7.00 Cr. The Katkar brothers' combined remuneration (3.41 Cr) exceeds the core profit of the
company.

F. Capital Allocation & Capex

Action FY Current (CICr) FY Prior (CCr)

Dividends Paid 16.13 1329 O
Capex 14.00 8.00 O
Investments Purchased 265.00 280.00 O
Investments Sold 295.00 291.00 Positive
Working Capital Investment 29.42 14.08 O

CAPEX Analytical Notes: * CFO Coverage of Capex: CFO (-22.00 Cr) is insufficient to cover Capex (14.00
Cr). Funding gap bridged by selling mutual fund investments. * Capex Deployment Efficiency: Capex
increased 75% YoY while Revenue declined 4.19%, indicating a significant lag in asset turnover. * Key
Takeaways: The company is in a high-burn phase where capital is being deployed into new products
(AntiFraud.Al) and hardware assembly without immediate top-line realization.

H. Risks

» 1. Credit Risk: 22.3% of gross receivables (48.05 Cr) are credit-impaired or disputed. Impact: High risk of
cash flow leakage.

» 1. Receivable Aging: Undisputed receivables > 6 months surged 531% to 51.04 Cr. Impact: Suggests
potential channel stuffing or distributor distress.

» 1. Operating Leverage: Employee costs consume 66.38% of revenue. Impact: Any revenue decline leads
to immediate operating losses.

« 1. Audit Trail: Edit log not enabled at database level. Impact: Potential for undetected data manipulation;
regulatory non-compliance.



5. SCORECARD & VERDICT

Part A: Scorecard

Dimension Key Evidence One-line Rationale

Revenue -4.2%; Enterprise  Stable demand for security but legacy

Business Quality 3 - ) . .
mix 40% consumer moat is evaporating.
. . D/E 0.0x; CFO -22 Cr; FCF  Debt-free but core operations are burning cash
Financial Health 2 ! Lo
-36 Cr and liquidating treasury.
. ) CFO < PAT, Tax -404%; Profits are non-cash, supported by tax credits
Earnings Quality 1 ! . .
Other Income > PBT and non-operating gains.
Management & 5 . KMP pay +20% vs Loss; Misalignment between promoter rewards and
Governance Audit Trail flag operational performance.
Capital Allocation & 2 . ROCE 0%; Deferred Rev Reinvesting with uncertain returns; visibility
Earnings Visibility +580% improving but current conversion is poor.

BUSINESS POSITIVES (for this company this year) * [[Subscription Pivot]: Deferred Revenue spiked by
580% to [14.28 Cr, signaling a successful shift toward multi-year subscription models. * O[Enterprise
Traction]: The Enterprise segment (Seqrite) now contributes 40% of revenue, reducing dependence on the
stagnant consumer segment. * [J[Solvency Buffer]: Maintained a strong Investments portfolio of [(1179.00 Cr
and zero debt, providing a cushion for the current transformation. * O[Professionalization]: Appointment of a
professional CEO and deep-tech Independent Directors to drive the "Al-first" transition.

BUSINESS NEGATIVES | CONCERNS (for this company this year) * [][Cash Flow Collapse]: CFO fell to -
[22.00 Cr while PAT was [5.00 Cr, indicating zero cash conversion of reported profits. * [J[Receivable Stress]:
Undisputed receivables > 6 months skyrocketed 531% to [51.04 Cr, a severe red flag for channel stuffing. * O
[Operational Insolvency]: Core Operating Profit was a loss of [7.00 Cr; PBT was only positive due to [21.00
Cr in Other Income. * [J[Governance Misalignment]: MD/JMD remuneration rose ~20% despite "inadequacy
of profits" and the skipping of shareholder dividends. * (O[Audit Qualification]: Qualified opinion regarding the
lack of Audit Trails at the database level, a regulatory and transparency risk.

OVERALL SCORECARD SUMMARY Quick Heal is in a precarious state where its financial strength is derived
entirely from its past treasury (investments) rather than current operations. Earnings quality is poor, with non-
cash tax credits and mutual fund gains masking an operationally insolvent core business. While the governance
structure is being professionalized, the continued high promoter pay amidst operational losses and a massive
working capital bloat suggests a deteriorating trajectory until the enterprise pivot can generate positive cash flow.



Part B: Governance Check Matrix

# Check Status Evidence

1 Audit opinion clean? ad Qualified under Rule 11(g) for Audit Trail.

2 Promoter pledge = 0? O 0.00% pledged.

3 KMP pay < 5% of PAT? O Combined KMP pay (8.14 Cr) > PAT (5.04 Cr).
4 RPT quantum < 5% of revenue? ad RPTs at 1.48% of revenue.

5 Board > 50% independent? ad 62.5% Independent.

6 At least 1 woman director? O Ms. Apurva Joshi on board.

7 No statutory dues outstanding? O [2.51 Cr Provident Fund dispute pending.

8 No fraud reported? ad No fraud reported by auditors.

9 Audit trail enabled? O Not enabled at database level.

10 Frequent Auditor change O MSKA & Associates re-appointed for 2nd term.

Total: 6/10 0— Governance Rating: 3
Part C: Investor Verdict

THESIS: A legacy consumer AV player attempting a high-stakes pivot to Enterprise SaaS/Compliance, currently
funded by a liquidating treasury box. OVERALL STANCE: WATCH RATIONALE: The core business is
operationally loss-making and cash-burning, making the stock a speculative bet on the "Seqrite" turnaround. RE-
EVALUATE WHEN: CFO/PAT ratio exceeds 1.0x for two consecutive quarters. BULL CASE: Rapid
enforcement of the DPDP Act leads to >50% growth in Seqrite revenue and a recovery of the [51 Cr overdue
receivables. BEAR CASE: Continued stagnation in consumer AV and failure to collect receivables leads to a
[BO-40 Cr write-off, depleting the investment buffer. KEY MONITORABLE: Undisputed Receivables > 6 months:
(61.04 Cr — Watch for reduction below [20 Cr.



7. YEAR-OVER-YEAR ANALYSIS

7.1 Changes

Metric /

Summary A Status
Theme

Paid [13.29 Cr in dividends
Capital while absorbing a [12.55 Cr

Allocation impairment on international
tech.
. OPM stood at a thin 6% with
Margin .
. employee costs consuming
Trajectory
58% of revenue.
Workin Receivables were [132 Cr
i
i 9 with 25% of the book already
Capital . .
credit-impaired.
. Core PBT was [4.82 Cr,
Earnings .
. representing only 18% of the
Quality
reported PBT.
Defensive and focused on
Management professionalizing the
Tone leadership suite to fix legacy
issues.
Excess remuneration of [1.96
Governance .
. Cr flagged by auditors due to
Friction

profit inadequacy.

7.2 Persistent Patterns

Summary B Status

Slashed dividends to zero and
began liquidating mutual fund
investments to fund a [(B6 Cr
FCF burn.

OPM collapsed to -2% as
employee costs surged to 67%
of revenue despite falling sales.

Receivables spiked to [167 Cr
while >6m aging skyrocketed
531% to [51.04 Cr.

Core business became
operationally insolvent; PAT was
manufactured via a -404% tax
rate and treasury gains.

Aggressive "Al-first" and
"National Security" narrative
used to justify "inadequacy of

profits" and dividend suspension.

Promoter pay rose ~20% to
[B.41 Cr despite an operating
loss and the elimination of
shareholder dividends.

Forensic Takeaway

The company has pivoted from a cash-
distributing entity to one that is actively
depleting its treasury to subsidize
operational losses.

Operating leverage has completely
broken down as fixed personnel costs
now exceed the company's ability to
generate gross profit.

The massive divergence between
declining revenue and surging overdue
receivables is a classic forensic red flag
for channel stuffing or total collection
failure.

Reported profits have transitioned from
"low quality" to "purely non-operational,"
as the core software business no longer
generates positive returns.

Management is employing high-concept
technology narratives to distract from
deteriorating financial fundamentals and
a lack of shareholder alignment.

The "Founder's Tax" has intensified, with
promoters capturing a larger share of a
shrinking pie while minority shareholders
face a total return drought.

» Zero-Debt Balance Sheet: The company consistently maintains [0.00 Cr in total debt, using its legacy cash
pile as a permanent buffer against operational inefficiency.

 Treasury-Funded Survival: In both periods, Other Income (treasury gains) is the sole reason the
company remains PBT positive, masking the fundamental unprofitability of the software business.

 Audit Trail Non-Compliance: A recurring qualified audit opinion regarding the lack of database-level edit
logs indicates a persistent and unaddressed weakness in internal financial controls.

» Chronic Receivable Stress: The company suffers from a permanent inability to collect cash, with 22%—
25% of its gross receivables consistently classified as impaired or disputed.

* High Fixed-Cost Intensity: Employee and R&D costs are structurally high (58%—67% of sales), ensuring
that any revenue volatility leads to immediate and severe operating losses.

* Domestic Market Trap: Despite various international "pivots,” the company remains 93%+ dependent on

the Indian market, failing to achieve global scale or analyst recognition.

* Promoter-Executive Pay Misalignment: A consistent pattern of managerial remuneration exceeding
statutory limits highlights a lack of discipline in aligning executive rewards with operational outcomes.
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