Sejal Glass Ltd — Aug 2024 Quarterly Analysis

1. VERDICT & BUSINESS QUALITY SNAPSHOT

The punchline. Read this first — it frames everything below.

Result: Inline (Operational) / Strong Beat (YoY Growth) One-line: Sejal Glass is in a high-growth transition
phase, leveraging its UAE acquisition to drive a near-doubling of revenue, though net profitability remains thin
due to high leverage and suboptimal capacity utilization.

Dimension Sentiment

This Quarter

Signal | Evidence

Beat/Miss vs Guidance /
Prior Quarter

Earnings Quality

Guidance Confidence

Management Credibility

Business Quality Signal

Key Q&A Exchange

The Street's Primary
Anxiety

Capital Cycle Stage

Margin / Return Ratio
Trajectory

Pricing Power

FCF Conversion & Quality

Competitive Moat Signals

Balance Sheet Strength

Working Capital Efficiency

Mgmt Guidance Track
Record

Key Vulnerability / Red Flag

Management Tone

Inline / Slight Miss

High (Core driven)

Neutral

Strong

Improving

Q#8 - Interest Burden

Capacity Ramp-up &
Interest

Harvesting /
Investment

Improving

Stable

Weak

Stable

Stressed

Stable

Mixed

Debt Serviceability

Optimistic & Resilient

Sentiment: [Positive | ONegative | CONeutral

Revenue of [53.07 Cr vs internal target of [60 Cr due to a
6-day strike.

Growth is entirely operational; no major one-offs cited.

Re-iterated [B0O0 Cr+ FY25 target despite Q1 shortfall;
requires aggressive Q3/Q4 ramp.

Transparent about illegal strike and prompt resolution;
clear on NCLT history.

Asset-heavy model moving from "recovery" to "utilization"
phase.

Management corrected interest cost projection from [12
Cr to [16-17 Cr.

Can the company hit (BOO Cr top-line to service 140 Cr
in debt?

Harvesting UAE assets; Investigating new acquisitions in
India.

EBITDA margins expanded 34 bps YoY; target is 15-16%
vs current 13.8%.

Brand premium allows some cushion against semi-
organized competition.

High interest and WC needs for ramp-up limit free cash.

High-spec certifications (UAE/Europe) act as entry
barriers for projects.

Net debt of [140 Cr on a low PAT base; interest coverage
is the key watchpoint.

Management noted consistent inventory/order cycle
despite rains.

Ambitious targets ([BOO Cr) require significant execution
leap.

Annualized interest cost ([17 Cr) eats >50% of current
EBITDA run-rate.

Professional handling of labor issues; bullish on UAE
exports.



Key Takeaways (Positives & Negatives): Positives: * Massive YoY Scalability: Revenue grew 94% YoY,
driven primarily by the UAE operations (70% of revenue). * Geographic Arbitrage: UAE plant serves as a high-
quality manufacturing hub for GCC and European exports, benefitting from lower operational costs vs. Europe. *
Value-Added Transition: Moving from float glass (commaodity) to architectural glass (value-added) with high-
spec products like bulletproof and railway glass. * Tax Shield: Accumulated losses in India provide a 3-5 year
tax-free window for domestic profits.

Negatives: * Debt Overhang: Consolidated debt of (140 Cr creates a heavy interest burden (C(4.5 Cr/quarter),
making the bottom line highly sensitive to any revenue shortfall. * Operational Frailty: A 6-day illegal strike at
Silvassa caused a 12% revenue miss versus internal targets, highlighting labor relations as a risk. * Under-
utilization: Current average utilization is <50% (India 53%, UAE 47%). The business is carrying the fixed costs
of a much larger operation. * Street Concern: Analysts are skeptical of the [BOO Cr FY25 target, which requires
a steep increase in execution in H2.

2. BUSINESS PERFORMANCE

2A. KEY METRICS PPT not available — numbers from concall

Current Qtr

Metric Mgmt Commentar
(Q1FY25) s y

Growth driven by UAE expansion (70% of

Revenue [63.07 Cr 1 94.23% First entry 1 mix)
EBITDA [¥.33 Cr 1 99.07% First entry 1 Higher scale in UAE aiding margins.
EBITDA Margin . T
% 13.81% 1 34 bps First entry 1 Target 15-16% as utilization improves.
0
1 (Post- ) .
PAT [1.40 Cr First entry ) Impacted by high interest costs.
NCLT)
India Utilization . . Toughened (60%), Laminated (62%), I1G
53% First entry First entry -
% (38%).
UAE Utilization %  47% First entry First entry = Aims for 100% utilization in FY26.
Consolidated . ) Includes bank debt and promoter/Aarti
[140.00 Cr First entry First entry -
Debt group loans.
Domestic . .
[15.17 Cr 1 5.24% First entry - Impacted by strike and early monsoon.
Revenue
International Rev ~ [B7.59 Cr 1 (N/A) First entry 1 UAE contributing 70% of total revenue.
Interest Cost . . .
[(4.50 Cr First entry First entry - Annualized run-rate of [16-17 Cr.

(Qt)

2B. SEGMENT BREAKDOWN

Revenue (O % of Margin vs Company

Segment
9 Cr) Mix (EBITDA) Avg

Key Development

Exporting to 12 countries; US/Europe

UAE (RAK) [B7.59 Cr 70.8% ~15% 1 Above Avg
entry targeted.
India 6-day strike hit margins by ~200 bps
] [15.17 Cr 28.6% ~11.8%* ! Below Avg .
(Silvassa) this qgtr.

*Estimated based on mgmt comment that margins dipped 2% due to strike.



3. MANAGEMENT OUTLOOK & EXECUTION TRACKER

Dimension

Category

Management Target /

Claim

. i Historical .
Required Run-Rate / Feasibility . Risk Flag
Delivery

Guidance

Guidance

Guidance

Strategy

Strategy

Balance

Revenue

Margins

Volume

New
Products

Acquisition

Interest
Cost

[BO0-305 Cr for FY25.

15% - 16% EBITDA.

100% UAE utilization in
FY26.

Certification for
Bulletproof glass (Oct-
Dec).

1-2 India acquisitions
(C100-125 Cr top-line
potential).

[16-17 Cr annually.

High Risk. Needs [252 Cr in
remaining 3 quarters ([84 Cr avg).  First entry.
Q2 guidance is only [63-65 Cr.

Requires massive
Q4 (~[100 Cr+).

Feasible. Already at 13.8%

. . I . . RM price
despite strike; utilization ramp will First entry. .
) volatility.
provide leverage.
Ambitious. Currently at 47%;
. . . . GCC market
requires doubling sales volume in First entry.
demand.
18 months.
On track. Samples in testing . Certification
First entry.
stage. delays.
Active. Negotiations in final . Valuation/
. First entry. .
stages for this quarter. Integration.
Cash flow
Fixed by debt structure. First entry. .
mismatch.



4. ANALYST Q&A



Q#

Relevance
(1-5)

4.0

4.5

3.5

Analyst /
Firm

Tushar
Vasuja /
Yogya
Capital

Tushar
Vasuja /
Yogya
Capital

Tushar
Vasuja /
Yogya
Capital

Theme
Cluster

UAE Capex
& Potential

New
Products

NCLT
History

Category

Capex and
Allocation

Business
Overview

Governance

Underlying
Concern

Details of
UAE
investment
and revenue
potential.

Status of
high-margin
bulletproof,
railway, and
auto glass.

Reason for
NCLT despite
being debt-
free in 2011.

Management
Response &
Investment
Implication

Evaded /
[\[o]
Addressed

Management
confirmed
(105 Cr total
investment in
UAE with a
revenue
potential of
[BOO Cr at
100%
utilization. This  None 5.0
establishes

the ceiling for

the current

UAE

infrastructure

and clear

growth runway

from 47%

utilization.

Bulletproof
glass is in the
testing phase
with UAE
certification
expected in
October and
European by
December,
while railway
glass orders
are expected

Credibility
(1-5)

by Q3.
Successful
entry into
these niche
segments
would
significantly
de-
commoditize
the revenue
profile and
support
margin
expansion
targets.

Management
attributed the

NCLT process

to disputes
with banks
over

Automobile
furnace 4.0
requirements

None 4.0

Verdict

Clear and
guantified

Directional
with
evidence

Transparent
on history



Q#

Relevance
(1-5)

4.0

5.0

Theme
Cluster

Analyst /

Categor
Firm gory

Tushar
Vasuja / Market Business
Yogya Share Overview
Capital
Shanky .
Guidance Management

Bansal /

. Accuracy Commentary
Individual

Underlying
Concern

Competitive
positioning vs
peers and
market share.

Gap between
current run-
rate and [B0O
Cr annual
guidance.

Management
Response &
Investment
Implication

Evaded /
[\[o]
Addressed

Credibility
(1-5)

Verdict

prepayment
charges and a
subsequent
market
downturn that
led to NPA
status. This
transparency
on past
failures is a
neutral signal
for new
management
credibility.

Sejal claims
20-25%
market share
in India
architectural
glass and is
the largest
capacity
holder in UAE.
Dominance in
specific
segments
(architectural)
provides
pricing power
over semi-
organized
players.

Vague but

None 3.0 .
consistent

Management
reiterated the
[BOO Cr target,
citing that H2
is seasonally
stronger and
Q1 was
dampened by
a strike and
rains. Aggressive
target

None 3.0
Investors must

monitor if Q2
hits the
promised
[63-65 Cr;
otherwise, the
FY25 target
becomes
mathematically
improbable.



Q#

Relevance Analyst/
(1-5) Firm

Shanky
4.0 Bansal /
Individual

Tushar
Vasuja /
Yogya
Capital

3.0

Dipanshu
Suman /
Sattva

5.0

Ventures

4.5

Theme
Cluster

Debt Details

Maintenance

Finance
Costs

Category

Financials

Capex and
Allocation

Financials

Underlying
Concern

Specifics of
consolidated
debt and
interest.

Replacement
and

maintenance
capex needs.

Reconciliation
of debt to
quarterly
interest of
[4.5Cr.

Management
Response &

Evaded /
Not

L. Addressed
Implication
Consolidated
debt is [140
Cr, including
(70 Cr long-
term
standalone
debt and
preference
shares. High
debt servicing
remains the
primary risk to
equity value in
a cyclical
capital goods
business.

None 4.5

Annual
maintenance
is budgeted at
1.5-2% of
turnover, with
replacement
costs for both
plants
estimated at
(100 Cr. Low
maintenance
requirements
support cash
flow retention
once utilization
peaks.

None 4.0

Management
corrected the
annual interest
guidance to
(16-17 Cr after
questioning,
up from an
earlier
implication of
(12 Cr. This
higher cost
base
significantly
raises the
EBITDA
threshold
required for
net profitability.

None 8.5

3.0

Credibility
Investment (1-5)

Verdict

Specific,
guantified

Quantified

Corrected
mid-call

Directional



Management
Relevance Analyst/ Theme Underlying Response &

Evaded / i
Credibility .
. Category [\[o] Verdict
(1-5) Firm Cluster Concern Investment (1-5)
L. Addressed
Implication

Q#

Target is (400
Cr revenue
next year, with
current
negotiations
for an India
acquisition
Long-term that could add
Shanky Payment
Bansal / Growth Management  growth [100-125 Cr to
individual Aspiration Commentary trajerjtc-)r.y and the top I.|ne. acquisition
acquisitions. Inorganic
growth is a
key pillar, but
integration of
"turnaround"”
companies
poses
execution risk.

structure of

Management
is negotiating
3-5 projects in
the US and
expects
revenue
Confidence in stream by Q3/

US and Q4. Entering
Dakshit/  New Management developed Specific Vague but
- . European ) ) 3.0 )
Individual ~Geographies Commentary - markets project sizes consistent
s validates the
markets.
UAE plant's
quality
standards and
offers higher
dollar-
denominated

realizations.

10 35

PATTERN FLAGS & SENTIMENT

* Execution Anxiety: Analysts repeatedly questioned the feasibility of the [BOO Cr revenue target given the Q1
start of (63 Cr. Management remained steadfast, attributing the delta to the Silvassa strike and H2
seasonality. While the posture was confident, the "math" requires a massive H2 jump that remains a live
concern.

* Leverage Sensitivity: Multiple questions focused on the [140 Cr debt and the resulting interest cost.
Management's mid-call correction of the interest run-rate (from ~[12 Cr to [17 Cr) suggests that analysts are
watching the bottom-line breakeven point more closely than management's top-line projections.

» Expansion Strategy: Interest in the potential India acquisition was high. Management clarified they are
looking for "turnaround"” candidates, implying they seek value but will face integration and operational
overhaul challenges.



Analyst Sentiment Verdict: Analysts are cautiously optimistic about the top-line growth and UAE asset quality
but remain skeptical of the aggressive FY25 guidance and the heavy interest burden. The most friction arose
regarding the reconciliation of debt to interest costs. Credibility is currently "stable-to-watch" as the street waits
to see if the H2 ramp-up materializes.

GUIDANCE GAPS REVEALED IN Q&A

What Mgmt What Q&A . .
Gap | Walk-back Risk to Thesis

Claimed (Opening) Revealed

~[4-5 Cr higher annual

Implied lower burden  Annualized cost is o Significant margin headwind;
Interest Cost o expense than initially

initially. [16-17 Cr. . lower PAT than expected.

perceived.

Q1 Remarkable growth Missed internal Strike and rain impact was Quatrterly volatility risk in
Performance quarter. target by 12%. material. domestic operations.

[BOO Cr Revenue Implied ~[100 Cr Massive back-ending of High risk of guidance miss if
FY25 Target .

Target. Q4 run-rate. revenue. H2 execution falters.

5. WHAT CHANGED vs PRIOR QUARTER

First entry — no prior context provided for comparison.

Investment Note: The thesis for Sejal Glass rests on its ability to utilize its high-capacity UAE plant to service
global markets. While YoY growth is explosive, the current quarter reveals a company walking a tightrope
between high fixed interest costs and the need for rapid sales execution. The key monitorables for the next
quarter are: (1) Achievement of the [63-65 Cr revenue target for Q2, (2) Closure of the India acquisition, and (3)
Successful certification of the bulletproof glass line. Failure to hit the Q2 revenue guidance would likely signal a
significant miss on FY25 targets.

CFO-to-PAT Check: Not possible via concall-only data; however, the high interest cost relative to PAT suggests
that most OCF is currently being consumed by debt servicing and working capital ramp-up. STOP.
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