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Salient features of the IPO:

* Kross Ltd. (Kross), a trailer axle and other auto components
manufacturer is coming up with an IPO to raise Rs. 500cr, which opens on
9th Sept. and closes on 11t Sept. 2024. The price band is Rs. 228 - 240
per share.

* This public issue is a combination of fresh (Rs. 250cr) and OFS (Rs. 250cr).
The company will not receive any proceeds from the OFS portion. From
the fresh issue net proceeds, the company will be utilizing Rs. 90cr for
the pre-payment/re-payment of certain borrowings; Rs. 70cr will be used
for the purchasing of machinery & equipment and another Rs. 30cr will
be used for funding the working capital requirement of the company.
Residual proceeds will be used for general corporate purposes.

* Few of the promoter & promoter group (P&PG) entities are participating
in the OFS and partially offloading 1.042 - 1,096¢cr equity shares. Post-
IPO, P&PG will have 67.7% stake in the company, while public
shareholding will be 32.3%.

Key competitive strengths:

* Long standing relationship with large OEMs and their tier-1 suppliers,
domestic dealers and fabricators

* One of the prominent domestic manufacturers of trailer axles &
suspension assemblies

* Diversified product portfolio with a focus on continuous value addition

* Integrated manufacturing operations coupled with in-house product &
process design capabilities which offer scale, flexibility and
comprehensive solutions

* Track record of sustained growth & robust financial performance in the
last three financial years

* Experienced promoters supported by a management and execution team
with proven track record

Risk and concerns:

* General slowdown in the global economic activities
* Customer concentration risk

* End-user industry risk

* Product concentration risk

* Manufacturing facility geographical concentration

*  Competition

Below are the key highlights of the company:

* Kross, incorporated on May 9, 1991, is a diversified player specializing in
the manufacturing and supply of trailer axles, suspension assemblies, and
a variety of forged and precision-machined, high-performance safety-
critical parts. These products serve the medium and heavy commercial
vehicle (M&HCV) and farm equipment sectors. According to the RHP,
Kross is recognized as a key manufacturer of trailer axles and suspension
assemblies in India, and it has rapidly grown to become a major player in
the organized trailer axle manufacturing industry. The company is one of
the few in India with the capability to produce these products entirely in-
house.

* The company is backward integrated with in-house design, process
engineering, forging, casting, and machining capabilities. This gives it
greater control over production, delivery schedules, pricing, and quality.
As a result, it relies less on third parties, simplifies its operations, and
enhances efficiency. Additionally, this integration allows the company to
oversee the entire manufacturing process, offering customers faster
deliveries and more competitive pricing. Kross has also expanded its
reach by forward integrated with a network of sales and service centers
across key states in India to support its trailer axles and suspension
assemblies.
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09th Sept. 2024

Price band Rs. 228 - 240 per share

Face value Rs. 5

Shares for fresh issue 1.042 - 1.096cr shares

Shares for OFS 1.042 - 1.096cr shares

Fresh issue size Rs. 250cr

OFS issue size Rs. 250cr

Total issue size 2.083 - 2.193cr shares (Rs. 500cr)
Bidding date 9th Sept. - 11th Sept. 2024
Lﬂggebtirl:/éCAP at higher Rs. 1,548cr

Implied enterprise value at Rs. 1,418cr

higher price band

Book running lead manager Equirus Capital Pvt. Ltd.
Registrar KFin Technologies Ltd.

Sector Auto Components & Equipments

Mr. Sudhir Rai, Mrs. Anita Rai, Mr.

Promoters Sumeet Rai and Mr. Kunal Rai

Issue break-up

Percent of
Category issue (%) Number of shares

QIB portion 50% 1.042 - 1.096cr shares
Non institutional 10% 0.208 - 0.219cr shares
portion (Big)
Non instituti |

onllns rutiona 5% 0.104 - 0.110cr shares
portion (Small)
Retail portion 35% 0.729- 0.768cr shares

Indicative IPO process time line

Finalization of basis of allotment 12th Sept. 2024
Unblocking of ASBA account 13th Sept. 2024
Credit to demat accounts 13th Sept. 2024
Commencement of trading 16t Sept. 2024

Pre and post - issue shareholding pattern

Pre-issue Post-issue

Promoter & promoter group 100.00% 67.70%
Public 0.00% 32.30%
Non-promoter & Non-public 0.00% 0.00%

Total 100.00% 100.00%

Retail application money at higher cut-off price per lot

Bid lot 62 shares per lot

Application money Rs. 14,880 per lot

Research Analyst: Rajnath Yadav
Email: rajnath.yadav@choiceindia.com
Ph: +91 6707 9999; Ext: 912
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Key highlights of the company (Contd...):

e Stock return Fy2atotal - L, FY24 vk Bv2a Fv24
CMP MCAP operating adjusted .
Company name  value EBITDA gross EBITDA  adjusted
(Rs.) = il 3M 6M revenue (Rs. cr) PAT margin margin PAT margin
: (Rs. cr) ’ (Rs. cr)
Kross Ltd. 5 240 1,548 1,418 620 81 45  42.6% 13.0% 7.2%
f‘t‘;wmm"’e Axes 16 2010 3,037 2,939 28%  42% 01%  -9.7% 2,229 246 166  28.8%  11.0% 7.5%
GNA Axles Ltd. 10 433 1,859 2,016 26%  11.8%  09%  -20.6% 1,506 197 100 43.0%  13.1% 6.6%
f;;“u”jr/;‘;tft § 1 126 5,043 5121  9.6%  29%  -6.9%  4.0% 2,427 327 205  362% 13.5% 8.5%
MM Forgings Ltd. 10 592 2,856 3,457 0.5% 03%  27.5%  26.9% 1,563 293 135 541%  18.7% 8.6%
Nelcast Ltd. 2 142 1,236 1,448  -18%  51%  -101%  3.3% 1,267 92 54 558%  7.3% 43%
z;f;'ssr']‘;'f‘ts Lt 10 266 2,530 2,310  359%  41.8%  194%  2.1% 1,031 100 40 60.8%  9.7% 3.9%
Ezr”;::';hﬂz 2 978 17,674 18361  102%  37.9%  253%  37.1% 3,955 842 341 491%  21.3% 8.6%
Shivam Autotech
Ty 2 52 636 1,018  -45%  502%  11.7%  58.8% 470 43 (50)  613% 92%  -10.7%
Talbros Automotive
R 2 340 2,098 2,179  9.0%  183%  18.8%  61.9% 778 115 110 457% 147%  14.1%
Average 483% 13.2% 5.7%

4 svespa avear Y 4y 4Ycapital AYaverage  4Y  A4Yaverage ;. .roce avaverage  4Y ay
Company name revenue growth growth CEE I G LT L h LI RETICL ey fixed asset total asset average average
growth (CAGR) (CAGR) EBITDA PAT growth capital cycle CFO/ Capital e o I RolC
(CAGR) margin margin (CAGR) (Days) EBITDA employed
Kross Ltd. 50.0%  61.5% 111.2% 11.3% 5.1% 222% 84.9%  84.2 37.2%  12.7% 4.4 1.4 16.6% 17.5%
f‘t‘;mm"t've AXIes  350%  553%  94.2% 9.6%  55% 17.3%  748%  60.1 58.0%  14.5% 6.9 16 14.1% 13.7%
GNA Axles Ltd. 192%  11.1%  12.3% 146%  7.4% 11.4%  43.6% 1243  353% 9.8% 4.2 12 14.8% 15.4%
fig’unsir’;‘;tft § 31.0%  34.7%  412% 12.6%  7.7% 13.9%  -35% 554 61.4%  19.4% 36 1.2 193% 19.7%
MM Forgings Ltd.  27.6%  31.5%  43.1% 182%  7.9% 17.4%  863% 757 47.9%  14.2% 15 0.8 15.5% 11.4%
Nelcast Ltd. 27.2%  25.8% 76.4% 6.8%  2.4% 43%  -386% 762 69.4% 8.2% 2.1 1.0 55%  5.7%
2;‘;:'55}'12?6 Lt 133%  17.7% 159.9% 103%  3.4% 29%  3.0% 924  1240%  22.7% 2.4 0.9 47%  1.9%
GEI R 453%  55.6% 154.5% 20.7%  6.6% 323%  645% 1165  63.0%  15.5% 1.4 0.7 13.0% 11.4%

Forgings Ltd.
Shivam Autotech

Ty 12%  -17.6%  30.7% 12.7% -65%  -7.8%  -22.8%  68.6 97.6%  22.9% 13 08  -387% 7.3%
g':\fgnt‘:tzmt“’e 20.6%  27.2%  412% 133%  9.8% 31.1%  03% 76.5 786%  16.6% 3.4 0.9 16.6% 17.0%
Average 242%  26.8%  72.6% 13.2%  4.9% 13.0% 23.1%  82.9 70.6%  16.0% 3.0 1.0 7.2% 11.5%

EV/ MCAP /

Fixed asset Total asset

Company name (?‘Zs) D(:::izq(:;ty turnover turnover RoE HEE Sai:;/(x) EBITDA Sales Ea:gll(r;g
: ratio (x) ratio (x) (x) (x) Y

Kross Ltd. 70 615 0.0 0.3 5.6 1.0 11.3% 39.9% 345 39 23 17.6 25 2.9%
f‘t‘;mm"t've AXes 1100 5796 32.0 0.0 9.6 1.8 19.0% 26.6% 183 35 13 11.9 14 5.5%
GNA Axles Ltd. 233 1867 3.0 0.2 43 12 12.5% 181% 186 23 13 10.2 1.2 5.4%
Jamna Auto 5.1 226 22 0.2 4.1 0.2 227% 333% 246 56 21 15.7 2.1 4.1%
Industries Ltd.

MM Forgings Ltd. 280  163.4 3.0 1.0 15 0.8 17.1% 207% 212 36 22 11.8 18 4.7%
Nelcast Ltd. 6.2 59.7 04 0.6 25 11 105% 11.7% 22.8 24 11 15.7 1.0 4.4%
Precision 43 788 1.0 0.1 2.9 1.0 54% 41% 62.6 3.4 2.2 23.1 25 1.6%

Camshafts Ltd.

Ramkrishna 189 1485 13 0.3 15 0.7 127% 161% 518 66 46 218 45 1.9%
Forgings Ltd.

Shivam Autotech

T 41 45 00 6.9 1.4 0.9 90.3% 3.4% (12.7) 114 2.2 235 14 -7.9%
WEESAUEORE oo oo g 0.2 36 0.9 205% 153% 191 39 28 19.0 2.7 5.2%
Components Ltd.

Average 4.8 11 3.5 1.0 33% 16.6% 251 47 22 17.0 2.0 2.8%

Note: Considered annual financials for the period during FY21-24; Source: Choice Broking Research
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Key highlights of the company (Contd...):

* Kross is a diversified company specializing in the manufacturing and supply of a wide range of forged and precision-machined
components and assemblies. It is well-known in India for producing trailer axles and suspension assemblies and is a key manufacturer
of differential spiders in the Medium and Heavy Commercial Vehicle (M&HCV) sector (Source: RHP).

* Kross is also an expert in producing high-precision, safety-critical components, including companion flanges, axle shafts, rear-end
spindles, anti-roll bars, stabilizer bar assemblies, differential spiders, inter-axle kits, bevel gear assemblies, suspension linkages, and
trunnion pins. Additionally, the company manufactures universal joints, gear joint assemblies, clutch release forks, pole wheels, input
and output shafts, adapter ring gears, planet carrier assemblies, camshafts, and various tractor components used in hydraulic lift
systems, such as control spring assemblies, arm rams, hydraulic lifts, PTO shafts, and spindle front axles.

* Kross operates five advanced manufacturing facilities in Jamshedpur, Jharkhand, each equipped with state-of-the-art technology.
These include forging presses and upsetters with induction billet heaters, a foundry with a high-pressure molding line, and high-
precision machining equipment such as turning centers, milling centers (both vertical and horizontal), grinding, broaching, hobbing,
shaping, and robotic welding systems. Additionally, the facilities feature an in-house cathodic electro-deposition (CED) plant, powder
coating, spray painting, and heat treatment furnaces along with induction hardening equipment.

e All of Kross's manufacturing units (Units I, Il, 1lI, IV, and V) have received ISO 9001:2015 certification for the production of axle shafts,
PTO shafts, lift shafts, ring gears, bevel gear assemblies, and related parts from TUV NORD CERT GmbH. They have also obtained IATF
16949:2016 certification for the manufacture of axle shafts, universal joints (for steering and propeller shafts), differential spiders,
companion flanges, anti-roll bars, bevel kit assemblies, and trailer axle assemblies from TUV NORD CERT GmbH.

* Over the past three decades, Kross has built strong, lasting relationships with several prominent Indian and global customers, including
major OEMs like Ashok Leyland Limited, Tata International DLT Private Limited, a leading Indian automotive OEM, a top Indian farm
equipment manufacturer, and a global Tier 1 auto components supplier. Kross’s diversified product portfolio allows it to meet the
needs of a wide range of clients, including prominent domestic and global OEMs in the M&HCV segment, its Tier 1 suppliers, and
domestic dealers and fabricators in the trailer axle and suspension sector. Over the past three fiscal years, Kross has served more than
200 customers. However, most of the company's revenue comes from just five key customers. In fact, these top five customers
contributed 70.47% of total revenue in FY22, 68.37% in FY23, and 66.02% in FY24.

* Kross has been working with Leax Falun AB, a company based in Sweden, and a Japanese OEM commercial vehicle manufacturer. Kross
has received purchase orders from Leax Falun AB for six product categories, including universal joint crosses, cross tooth flanges, spline
journals, tube yokes, and spline sleeves. Bulk shipments of the universal joint crosses began in August 2023, while the other
components are still undergoing validation. For the Japanese OEM manufacturer, Kross has developed and submitted samples and
prototypes for several parts, including planet carriers, sleeve gears, input shafts, and differential spiders.

* The demand for its products is closely linked to the production and sales of M&HCV and farm equipment by its customers. These
factors can be influenced by overall economic conditions, industrial growth, agricultural output, infrastructure development, and
changing regulatory requirements. Additionally, government policies and trade agreements play a role. Its sales depend directly on the
production levels of OEMs in M&HCV and farm equipment sectors, as well as tractor trailer manufacturers. Inventory levels within
these industries also impact the company's performance. The MHCV industry is expected to grow at a steady annual rate of 2-4% from
fiscal year 2024 to fiscal year 2029. This growth will be driven by factors such as increasing industrial activity, stable agricultural
production, and the government's focus on infrastructure development.

* Kross's main source of revenue comes from the M&HCV segment, which includes trailer axles and suspensions. In FY22, this segment
generated Rs. 223.0cr, accounting for 75% of the total revenue. In FY23, revenue from this segment grew to Rs. 404.3cr, making up
82.75% of the total, and in FY24, it further increased to 88.87%. Revenue from equipment sales in FY22 was Rs. 54.6c¢r, contributing
18.37% to the total revenue. In FY23, this rose slightly to Rs. 59.2cr, representing 12.13% of the revenue, while in FY24, it dropped to
Rs. 55.9cr, or 9.02%. For other components and services, Kross generated Rs. 19.7cr in FY22, which was 6.63% of the revenue. In FY23,
this increased to Rs. 25.0cr (5.12%), but in FY24, it declined to Rs.13.0cr, or 2.11% of the total revenue.

* The company manufactures a wide range of components and has the capability to produce forged parts with an input weight of up to
40 kg. Recently, Kross strengthened its backward integration by establishing a new casting facility at Unit V, which includes a high-
pressure molding line foundry and a machine shop. The company is currently expanding its production capacity by adding new
production lines to its existing facilities. This expansion will enable the company to introduce new products, such as hydraulic covers
for tractors, as well as an in-house machining line for hubs and brake drums.

Peer comparison and valuation: Kross is a diversified company specializing in the manufacturing and supply of trailer axles,
suspension assemblies, and a wide range of forged and precision-machined, high-performance safety-critical parts for M&HCV and farm
equipment. By integrating backward with in-house product design and development, Kross has successfully attracted major customers,
including a leading automobile OEM and an Indian farm equipment OEM. This has positively impacted the company's business growth.

At the higher price range, Kross is asking an EV/Sales ratio of 2.3x, which is in-line to the peer average. The company's performance is
closely tied to the growth of its end industries; any negative impact on these sectors could affect the company’s business. Thus, we
recommend a “Subscribe with Caution” rating for this issue.
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About the issue:

* Kross is coming up with an IPO with 2.083 - 2.193cr shares (fresh issue: 1.042 - 1.096cr shares; OFS shares: 1.042 - 1.096cr shares) in
offering. This offer represents 32.3 - 33.71% of the post-issue paid-up equity shares of the company. Total IPO size is Rs. 500cr.

* The issue is through book building process with a price band of Rs. 228 - 240 per share.

* Lot size comprises of 62 equity shares and in-multiple of 62 shares thereafter.

e The issue will open on 9t Sept. 2024 and close on 11t Sept. 2024.

* This public issue is a combination of fresh (Rs. 250cr) and OFS (Rs. 250cr). The company will not receive any proceeds from the OFS
portion. From the fresh issue net proceeds, the company will be utilizing Rs. 90cr for the pre-payment/re-payment of certain
borrowings; Rs. 70cr will be used for the purchasing of machinery & equipment and another Rs. 30cr will be used for funding the

working capital requirement of the company. Residual proceeds will be used for general corporate purposes.

* Few of the promoter & promoter group (P&PG) entities are participating in the OFS and partially offloading 1.042 - 1,096cr equity
shares. Post-IPO, P&PG will have 67.7% stake in the company, while public shareholding will be 32.3%.

* 50% of the net issue is reserved for qualified institutional buyers, while 15% and 35% of the net issue is reserved for non-institutional
bidders and retail investors, respectively.

Pre and post-issue shareholding pattern (%)

Pre-issue Post-issue (at higher price band)
Promoter & promoter group 100.00% 67.70%
Public 0.00% 32.30%
Non-promoter & Non-public 0.00% 0.00%
Total 100.00% 100.00%

Source: Choice Equity Broking

Indicative IPO process time line:

a

Unblocking of
ASBA account
13-Sept-2024

Offer closes on
11-Sept-2024

Commencement
of trading
16-Sept-2024

Credit to demat
accounts
13-Sept-2024

Finalization of
basis of allotment
12-Sept-2024

Offer opens on
9-Sept-2024
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Pre-issue financial performance:

Performance over FY21-24: Due to rising demand for Kross’s products across its end-user sectors, the company experienced strong
business growth from FY21 to FY24. Its broad client base and diverse product offerings have helped attract new customers.

The company has experienced significant growth, with total operating revenue reaching Rs. 620.3cr, showing a CAGR of 50.0%. This
growth is mainly driven by increased sales of key products such as trailer axles and suspensions, axle shafts, coupling flanges, and anti-roll
and stabilizer bars. These products have seen revenue growth rates of 128.6%, 43.6%, 42.4%, and 75%, respectively.

The company experienced a significant increase in material costs as a percentage of revenue, in absolute terms, these costs increased at a
CAGR of 63.1%. As a result, gross profit margin declined by 910 bps to 42.6%. Additionally, a decrease in other expenses positively
impacted the EBITDA margin, which expanded by 259 bps to 13.0%. In absolute terms, consolidated EBITDA saw impressive growth, with a
CAGR of 61.5%, reaching Rs. 80.8cr in FY24.

During this period, the company saw a reduction in depreciation costs. These savings, combined with lower operating expenses,
contributed to a significant 464 bps increase in the PAT margin, bringing it up to 7.2% in FY24. Additionally, the reported PAT showed
substantial growth, reaching Rs. 44.9cr at a CAGR of 111.2% in FY24.

Kross has gradually increased its borrowings over the years, resulting in a 14.2% CAGR in financial liabilities. Despite this rise in debt, the
company has strengthened its profitability, leading to an improved debt-to-equity ratio, which decreased from 1.4x in FY21 to 0.9x in
FY24. Pre-issue RolC and RoE stood at 29.3% and 30.6%, respectively, in FY24.

Pre-issue consolidated financial snapshot (Rs. cr) CAGR over FY21-24 Y-0-Y (FY24 annual)
Medium & heavy commercial vehicles (M&HCV) 116.3 223.1 404.3 551.2 68.0% 36.3%
Farm equipment 56.4 54.7 54.7 56.0 -0.2% 2.4%
Other somponent/service 11.1 19.7 19.7 13.1 5.6% -33.6%
Revenue from operations 183.8 297.5 478.7 620.3 50.0% 29.6%
Gross profit 95.0 137.2 198.9 264.3 40.6% 32.9%
EBITDA 19.2 29.5 57.5 80.8 61.5% 40.4%
Reported PAT 4.8 12.2 30.9 44.9 111.2% 45.1%
Restated adjusted EPS 0.7 1.9 4.8 7.0 111.2% 45.1%
Cash flow from operating activities 13 17.5 41.7 8.3 84.9% -80.2%
NOPLAT 11.8 17.9 39.5 54.9 67.0% 39.2%
FCF (3.0) 6.0 7.0 7.3 4.2%
Revenue growth rate 14.4% 61.9% 64.3% 26.9%

Gross profit growth rate 34.7% 44.3% 45.0% 32.9%

Gross profit margin 51.7% 46.1% 40.7% 42.6% (910) bps 191 bps
EBITDA growth rate 16.0% 54.1% 94.7% 40.4%

EBITDA margin 10.4% 9.9% 11.8% 13.0% 259 bps 125 bps
EBIT growth rate 19.1% 66.8% 121.3% 40.9%

EBIT margin 7.8% 8.1% 10.9% 12.1% 424 bps 120 bps
Restated adjusted PAT growth rate 131.6% 155.3% 154.2% 45.1%

Restated adjusted PAT margin 2.6% 4.1% 6.3% 7.2% 464 bps 91 bps
Inventories days 87.4 51.8 38.7 42.9 -21.1% 10.8%
Trade receivables days 75.0 56.0 38.2 47.6 -14.1% 24.7%
Trade payables days (34.7) (21.7) (19.9) (24.4) -11.1% 22.6%
Cash conversion cycle 127.7 86.1 57.0 66.1 -19.7% 16.0%
Fixed asset turnover ratio 2.6 3.9 5.5 5.6 28.5% 1.6%
Total asset turnover ratio 1.1 1.5 2.0 1.8 18.6% -9.7%
Current ratio 14 14 1.5 1.5 2.4% -0.6%
Quick ratio 0.8 0.9 0.9 1.0 7.6% 8.5%
Total debt 84.6 87.4 91.1 125.8 14.2% 38.1%
Net debt 83.9 86.7 82.3 120.0 12.7% 45.8%
Debt to equity 1.4 1.2 0.9 0.9 -15.3% -3.9%
Net debt to EBITDA 4.4 2.9 1.4 1.5 -30.2% 3.8%
RolC 12.2% 16.7% 28.4% 29.3% 1.710 bps 89 bps
RoE 8.0% 16.8% 30.3% 30.6% 2,261 bps 28 bps
RoA 2.7% 6.2% 12.3% 12.8% 1,001 bps 40 bps
RoCE 14.0% 20.9% 38.0% 39.9% 2,590 bps 189 bps

Note: Pre-IPO financials; Source: Choice Equity Broking
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Competitive strengths:

* Long standing relationship with large OEMs and their tier-1 suppliers, domestic dealers
Y and fabricators
A ]| ! * One of the prominent domestic manufacturers of trailer axles & suspension assemblies
@ o * Diversified product portfolio with a focus on continuous value addition
\ y * Integrated manufacturing operations coupled with in-house product & process design
" capabilities which offer scale, flexibility and comprehensive solutions
. * Track record of sustained growth & robust financial performance in the last three
financial years
* Experienced promoters supported by a management and execution team with proven
track record

Business strategy:

* Expand capacities at the existing manufacturing facilities

e Create manufacturing capabilities in axle beam extrusion and backward integration
capabilities into the seamless tube

* Expand geographical reach through growing exports

* Continued focus on reducing operating costs and improving operational efficiency

* Improve financial profile

Risk and concerns:

* General slowdown in the global economic activities
* Customer concentration risk

* End-user industry risk

* Product concentration risk

* Manufacturing facility geographical concentration

*  Competition
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Financial statements:

Consolidated profit and loss statement (Rs. cr)

FY21 FY22 FY23 FY24 CAGR over FY21-24 Annual growth over FY23

Revenue from operations 183.8 297.5 488.6 620.3 50.0% 26.9%
Cost of raw materials consumed (87.3) (159.6) (294.2) (378.7) 63.1% 28.7%
Changes_ in inventories of finished goods (1.5) (0.7) 45 228 A11.1%
& work-in-progress

Gross profit 95.0 137.2 198.9 264.3 40.6% 32.9%
Employee benefits expenses (16.2) (20.2) (26.5) (30.4) 23.5% 14.8%
Other expenses (59.7) (87.4) (114.9) (153.2) 36.9% 33.3%
EBITDA 19.2 29.5 57.5 80.8 61.5% 40.4%
Depreciation and amortization expenses (4.8) (5.5) (4.3) (5.8) 6.7% 33.9%
EBIT 14.4 24.0 53.2 75.0 73.3% 40.9%
Finance costs (9.0) (8.2) (12.2) (14.9) 18.2% 21.9%
Other income 0.4 0.4 0.7 1.2 40.7% 66.5%
Exceptional items

PBT 5.8 16.3 41.7 61.3 119.0% 46.9%
Tax expenses (1.1) (4.1) (10.8) (16.4) 148.7% 52.2%
Reported PAT 4.8 12.2 30.9 44.9 111.2% 45.1%

Consolidated balance sheet statement (Rs. cr)

FY21 FY22 FY23 FY24 CAGR over FY21-24 Annual growth over FY23
Equity share capital 13.5 13.5 13.5 27.0 26.0% 100.0%
Other equity 46.4 58.9 88.6 119.8 37.2% 35.2%
Non-current borrowings 34.7 34.0 36.5 35.7 0.9% -2.3%
Non-current lease liabilities 0.5
Non-current provisions 4.4 4.6 4.6 4.9 3.4% 7.5%
Net deferred tax liabilities 4.7 5.0 5.6 5.9 8.1% 5.3%
Trade payables 16.2 19.2 34.0 48.8 44.2% 43.2%
Current borrowings 48.8 52.0 51.7 81.4 18.6% 57.5%
Current lease liabilities 0.0 0.3
Other current financial liabilities 1.1 14 2.9 7.9 94.6% 175.3%
Current provisions 0.4 0.4 0.5 0.6 17.2% 33.3%
Net current tax liabilities 1.0 2.5 4.8 8.7 102.4% 80.2%
Other current liabilities 2.8 6.3 7.8 10.5 55.5% 34.3%
Total liabilities 174.1 197.8 250.5 352.0 26.5% 40.5%
Property, plant & equipments 59.0 75.8 89.1 105.1 21.2% 18.0%
Intangible assets 0.0 0.0 0.0 0.1 95.7% 462.5%
Capital work-in-progress 11.1 5.4 -21.2%
Right-of-use assets 0.1 0.8 1042.6%
Non-current investments 0.0 0.0 0.0 0.0 0.0% 0.0%
Other non-current financial assets 5.9 6.2 6.6 3.1 -19.2% -52.6%
Other non-current assets 1.2 2.3 3.3 33 39.9% -1.5%
Inventories 43.1 41.4 62.2 83.5 24.7% 34.3%
Trade receivables 41.0 50.4 51.8 109.8 38.9% 112.0%
Current investments 0.1 0.1 0.1 0.5 75.6% 405.7%
Cash & cash equivalents 0.6 0.6 8.7 5.3 107.4% -38.8%
Other bank balances 5.6 5.2 -6.6%
Other current financial assets 0.2 0.2 0.2 0.2 -5.3% -3.3%
Other current assets 11.9 20.8 23.0 29.6 35.5% 28.9%
Total assets 174.1 197.8 250.6 352.0 26.5% 40.5%

Source: Choice Equity Broking
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Financial statements (Contd...):

Consolidated cash flow statement (Rs. cr)

FY21 FY22 FY23 FY24 CAGR over FY21-24 Annual growth over FY23

Cash flow before working capital changes 19.5 30.0 58.2 81.6 61.2% 40.2%

Working capital changes (18.0) (9.3) (7.6) (63.0) 51.7% 723.2%

Cash flow from operating activities 13 17.5 41.7 8.3 84.9% -80.2%
Purchase of fixed assets and CWIP (10.9) (12.3) (18.6) (27.1) 35.7% 45.9%

Cash flow from investing activities (10.5) (12.0) (18.8) (30.4) 42.6% 61.7%

Cash flow from financing activities 4.7 (5.5) (10.6) 14.8 46.6%

Net cash flow (4.5) 0.0 12.4 (7.3) 18.0%

Opening balance of cash 5.0 0.5 0.6 12.9 37.2% 2179.5%

Closing balance of cash 0.5 0.6 129 5.6 118.1% -56.7%

Consolidated financial ratios

Particulars FY21 FY22 FY23 FY24
Revenue growth rate 14.4% 61.9% 64.3% 26.9%
Gross profit growth rate 34.7% 44.3% 45.0% 32.9%
Gross profit margin 51.7% 46.1% 40.7% 42.6%
EBITDA growth rate 16.0% 54.1% 94.7% 40.4%
EBITDA margin 10.4% 9.9% 11.8% 13.0%
EBIT growth rate 19.1% 66.8% 121.3% 40.9%
EBIT margin 7.8% 8.1% 10.9% 12.1%
Restated reported PAT growth rate 131.6% 155.3% 154.2% 45.1%
Restated reported PAT margin 2.6% 4.1% 6.3% 7.2%
Inventory turnover ratio 4.2 7.0 9.4 8.5
Trade receivable turnover ratio 4.9 6.5 9.6 7.7
Accounts payable turnover ratio 10.5 16.8 18.4 15.0
Fixed asset turnover ratio 2.6 3.9 5.5 5.6
Total asset turnover ratio 1.1 1.5 2.0 1.8
Current ratio 1.4 1.4 1.5 1.5
Quick ratio 0.8 0.9 0.9 1.0
Total debt 84.6 87.4 91.1 125.8
Net debt 83.9 86.7 82.3 120.0
Debt to equity 1.4 1.2 0.9 0.9
Net debt to EBITDA 4.4 2.9 14 1.5
CFO to PAT 0.3 14 1.3 0.2
CFO to Capex 0.1 14 2.2 0.3
CFO to total debt 0.0 0.2 0.5 0.1
CFO to current liabilities 0.0 0.2 0.4 0.1
RolC (%) 12.2% 16.7% 28.4% 29.3%
RoE (%) 8.0% 16.8% 30.3% 30.6%
RoA (%) 2.7% 6.2% 12.3% 12.8%
RoCE (%) 14.0% 20.9% 38.0% 39.9%
Restated adjusted EPS (Rs.) 0.7 1.9 4.8 7.0
DPS (Rs.) 0.0 0.0 0.2 0.0
BVPS (Rs.) 9.3 11.2 15.8 22.8
Operating cash flow per share (Rs.) 0.2 2.7 6.5 1.3
Free cash flow per share (Rs.) (0.5) 0.9 1.1 1.1
Dividend payout ratio 0.0% 0.0% 4.4% 0.0%

Source: Choice Equity Broking




Choice

IPO rating rationale

Subscribe: An IPO with strong growth prospects and valuation comfort.
Subscribe with Caution: Relatively better growth prospects but with valuation discomfort.
Avoid: Concerns on both fundamentals and demanded valuation.

Research disclaimer & disclosure inter-alia as required under Securities and Exchange Board of India (Research
Analysts) Regulations, 2014

Choice Equity Broking Pvt. Ltd. (“CEBPL”) is a registered Research Analyst Entity (Reg. No. INH000000222; Cin. No. U65999MH2010PTC198714). Registered Address: Sunil
Patodia Tower, J B Nagar, Andheri (East), Mumbai 400-099. Tel. No. 022-6707 9999.

Compliance Officer: Prashant Salian; Tel. No. 022-6707-9999; Ext. 2310; email-id: compliance@choiceindia.com
Grievance officer: Deepika Singhvi ; Tel. No. 022-6707-9999; Ext. 834; email-id: ig@choiceindia.com

Investments in securities market are subject to market risks. Read all the related documents carefully before investing. Registration
granted by SEBI and certification from NISM in no way guarantee performance of the intermediary or provide any assurance of returns
to investors .

This Research Report (hereinafter referred as “Report”) has been prepared by Choice Equity Broking Pvt. Ltd. as a Research Entity (hereinafter referred as “CEBPL RE”). The
Research Analysts, strategists are principally responsible for the preparation of “CEBPL RE” research. The research analysts have received compensation based upon
various factors, which may include quality of research, investor client feedback, stock picking, competitive factors and firm revenues etc.

Whilst CEBPL has taken all reasonable steps to ensure that this information is correct, CEBPL does not offer any warranty as to the accuracy or completeness of such
information. Any person placing reliance on the report to undertake trading does so entirely at his/her own risk and CEBPL does not accept any liability as a result.
Securities and derivatives markets may be subject to rapid and unexpected price movements and past performance is not necessarily an indication of future performance.

General disclaimer: This ‘Report’ is strictly meant for use by the recipient and is not for circulation. This Report does not take into account particular investment
objectives, financial situations or specific needs of individual clients nor does it constitute a personal recommendation. The recommendations, if any, made herein are
expression of views and/or opinions and should not be deemed or construed to be neither advice for the purpose of purchase or sale of any security, derivatives or any
other security through CEBPL nor any solicitation or offering of any investment/trading opportunity on behalf of the issuer(s) of the respective security (ies) referred to
herein. These information / opinions / views are not meant to serve as a professional investment guide for the readers. No action is solicited based upon the information
provided herein. Recipients of this “Report” should rely on information/data arising out of their own study/investigations. It is advised to seek independent professional
advice and arrive at an informed trading/investment decision before executing any trades or making any investments. This ‘Report’ has been prepared on the basis of
publicly available information, internally developed data and other sources believed by CEBPL to be reliable. CEBPL or its directors, employees, affiliates or
representatives shall not be responsible for, or warrant for the accuracy, completeness, adequacy and reliability of such information / opinions / views. Though due care
has been taken to ensure that the disclosures and opinions given are fair and reasonable, none of the directors, employees, affiliates or representatives of CEBPL shall be
liable for any direct, indirect, special, incidental, consequential, punitive or exemplary damages, including lost profits arising in any way whatsoever from the information
/ opinions / views contained in this Report.

The price and value of the investments referred to in this Report and the income from them may tend to go down as well as up, and investors may incur losses on any
investments. Yester performance shall not be a guide for future performance. CEBPL does not provide tax advice to its clients, and all investors are strongly advised to take
advice of their tax advisers regarding taxation aspects of any potential investment. Opinions are based on the current scenario as of the date appearing on this ‘Report’
only. CEBPL does not undertake to advise you as to any change of our views expressed in this “Report’ may differ on account of differences in research methodology,
personal judgment and difference in time horizons for which recommendations are made. User should keep this risk in mind and not hold CEBPL, its employees and
associates responsible for any losses, damages of any type whatsoever.

Disclaimers in respect of jurisdiction: This Report is not directed to, or intended for distribution to or use by, any person or entity who is a citizen or resident of or located
in any locality, state, country or other jurisdiction where such distribution, publication, availability or use would be contrary to law or regulation or which would subject
“CEBPL RE” to any registration or licensing requirement within such jurisdiction(s). No action has been or will be taken by “CEBPL RE” in any jurisdiction (other than India),
where any action for such purpose(s) is required. Accordingly, this ‘Report’ shall not be possessed, circulated and/or distributed in any such country or jurisdiction unless
such action is in compliance with all applicable laws and regulations of such country or jurisdiction. “CEBPL” requires such recipient to inform himself about and to
observe any restrictions at his own expense, without any liability to “CEBPL”. Any dispute arising out of this Report shall be subject to the exclusive jurisdiction of the
Courts in Mumbai (India).

Statements on ownership and material conflicts of interest, compensation - CEBPL and Associates reciprocates to the best of the knowledge and belief of CEBPL/ its
Associates/ research Analyst who is preparing this Report.

Disclosures of interest (Additional):

1)  “CEBPL”, its research Analyst(s), or its associates or relatives of the Research Analyst does not have any financial interest in the company (ies) covered in this Report.

2)  “CEBPL” its research Analyst, or its associates or relatives of the research analyst affiliates collectively do not hold more than one of the securities of the company
(ies) covered in this Report as of the end of the month immediately preceding the distribution of the research report.

3)  “CEBPL”, its research analyst, his/her associate, his/her relative, do not have any other material conflict of interest at the time of publication of this Report.

4)  “CEBPL”, its research analyst, and its associates have not received compensation for investment banking or merchant banking or brokerage services or for any other
products or services from the company (ies) covered in this Report, in the past twelve months.

5)  “CEBPL”, its research analyst, or its associates have not managed or co-managed in the previous twelve months, a private or public offering of securities for the
company (ies) covered in this Report.

6)  “CEBPL, or its associates have not received compensation or other benefits from the company (ies) covered in this Report or from any third party, in connection with
the Report.

7)  CEBPLresearch analyst has not served as an Officer, Director, or employee of the company (ies) covered in the Report.

8)  “CEBPL”, its research analyst has not been engaged in market making activity for the company (ies) covered in the Report.

Details of Associates of CEBPL and Brief History of Disciplinary action by regulatory authorities are available on our website i.e. https://choiceindia.com/research-listing.
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Research disclaimer & disclosure inter-alia as required under Securities and Exchange Board of India (Research
Analysts) Regulations, 2014 (Contd...)

The details of CEBPL, its research analyst and its associates pertaining to the companies covered in the Report are given below:

Yes /
No
1. Whether compensation has been received from the company (ies) covered in the Research report in the past 12 months for investment No
banking transaction by CEBPL
2 Whether Research Analyst, CEBPL or its associates or relatives of the Research Analyst affiliates collectively hold more than 1% of the No
company (ies) covered in the Research report

3. Whether compensation has been received by CEBPL or its associates from the company (ies) covered in the Research report No

4. CEBPL or its affiliates have managed or co-managed in the previous twelve months a private or public offering of securities for the company No
(ies) covered in the Research report

5. CEBPL, its research analyst, his associate, or its associates have received compensation for investment banking or merchant banking or No
brokerage services or for any other products or services from the company (ies) covered in the Research report, in the last twelve months

Copyright: The copyright in this research report belongs exclusively to CEBPL. All rights are reserved. Any unauthorized use or disclosure is prohibited. No reprinting or
reproduction, in whole or in part, is permitted without the CEBPL’s prior consent, except that a recipient may reprint it for internal circulation only and only if it is
reprinted in its entirety.

This “Report” is for distribution only under such circumstances as may be permitted by applicable law. This “Report” has no regard to the specific investment objectives,
financial situation or particular needs of any specific recipient, even if sent only to a single recipient. This “Report” is not guaranteed to be a complete statement or
summary of any securities, markets, reports or developments referred to in this research report. Neither CEBPL nor any of its directors, officers, employees or agents shall
have any liability, however arising, for any error, inaccuracy or incompleteness of fact or opinion in this “report” or lack of care in this report’s preparation or publication,
or any losses or damages which may arise from the use of this research report.

Information barriers may be relied upon by CEBPL, such as “Chinese Walls” to control the flow of information within the areas, units, divisions, groups, or affiliates of
CEBPL.

Investing in any non-U.S. securities or related financial instruments (including ADRs) discussed in this research report may present certain risks. The securities of non-U.S.
issuers may not be registered with, or be subject to the regulations of, the U.S. Securities and Exchange Commission. Information on such non-U.S. securities or related
financial instruments may be limited. Foreign companies may not be subject to audit and reporting standards and regulatory requirements comparable to those in effect
within the United States. The value of any investment or income from any securities or related financial instruments discussed in this research report denominated in a
currency other than U.S. dollars is subject to exchange rate fluctuations that may have a positive or adverse effect on the value of or income from such securities or
related financial instruments.

Past performance is not necessarily a guide to future performance and no representation or warranty, express or implied, is made by CEBPL with respect to future
performance. Income from investments may fluctuate. The price or value of the investments to which this research report relates, either directly or indirectly, may fall or
rise against the interest of investors. Any recommendation or opinion contained in this research report may become outdated as a consequence of changes in the
environment in which the issuer of the securities under analysis operates, in addition to changes in the estimates and forecasts, assumptions and valuation methodology
used herein.

No part of the content of this research report may be copied, forwarded or duplicated in any form or by any means without the prior written consent of CEBPL and CEBPL
accepts no liability whatsoever for the actions of third parties in this respect.
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