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You are a forensic equity analyst. Identify red flags and accounting risks
in the attached financial statements and MD&A section of Carabao,
including revenue recognition, segment reporting, leases, related parties,
contingencies, stock-based comp, goodwill/intangibles across the

income statement, balance sheet and cash flow statement.
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Overview

As a forensic equity analyst, | reviewed the provided excerpts from Carabao Group's
2024 Annual Report, focusing on the MD&A (pages 82-91), Internal Control & Related
Party Transactions (pages 150-160), and Financial Statements (pages 174-200). The
analysis covers revenue recognition, segment reporting, leases, related parties,
contingencies, stock-based compensation, and goodwill/intangibles across the
income statement (IS), balance sheet (BS), and cash flow statement (CFS). Key red
flags and risks are identified based on disclosures, auditor notes, and financial trends.
The company reports under Thai Financial Reporting Standards (TFRS), aligned with
IFRS.

Note: The report shows strong performance (revenue +11% to THB 20,964M, net profit
+48% to THB 2,843M), but risks stem from related party exposure, impairment

indicators, and potential aggressive accounting in revenue and costs.

1. Revenue Recognition

Disclosures: Revenue from sales (THB 20,964M in 2024) is recognized when control
transfers (typically on delivery). Complex due to promotions, discounts, and rebates
(e.g., sales to overseas, traditional/modern trade, cash vans). Auditor flagged as a key

audit matter (page 175) due to material amounts and judgment in accrued rebates.
Red Flags/Risks:

e Aggressive Recognition: High growth (+11%) amid economic uncertainty (MD&A
notes consumer caution). Domestic sales up 14% via THB 10 pricing and

campaigns—potential channel stuffing or premature recognition to meet targets.
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IS Impact: Revenue drives 27% gross margin (up from 26%), despite rising sugar

costs. Overstated revenue could inflate profits.

BS Impact: Trade receivables down 35% (THB 2,192M to 1,434M)—improved
collections (DSO 26 days from 39), but risk of factoring or discounts inflating cash

flows.

CFS Impact: Operating cash flow strong (THB 4,501M), but tied to receivables

reduction. If revenue inflated, future reversals could hit cash.

Overall Risk: Medium-High. Auditor tested IT controls and samples, but variety of

arrangements increases manipulation risk.

2. Segment Reporting

Disclosures: No explicit segment reporting per TFRS 8 (IFRS 8). MD&A provides
breakdowns by product (branded own: 58%, 3rd party distribution: 37%) and

geography (domestic: 73%, overseas: 27%, including CLMV 24%). No separate

profit/cost allocation.

Red Flags/Risks:

Inadequate Disclosure: Lack of full segments (e.g., no asset/liability allocation)
obscures performance. Domestic drives growth (+14%), but overseas (+4%) hides

risks (e.g., CLMV recovery, UK/China weakness).

IS Impact: Consolidated revenue masks underperforming areas (e.g., overseas

slowdown).

BS Impact: Assets (e.g., goodwill THB 521M) not segmented—risk of misallocation.

CFS Impact: Cash flows not broken down; international ops may drain cash

unreported.

Overall Risk: Medium. Potential non-compliance if segments meet thresholds;

auditor did not flag, but investors lack granularity.

3. Leases

Disclosures: TFRS 16 applied (pages 196-197, 228-231). Right-of-use assets THB
385M (down from 499M), liabilities THB 411M (down from 521M). Mostly

buildings/vehicles (2-21 years). Short-term/low-value expensed. No subleases.

Red Flags/Risks:

Under-Reporting: Lease reassessments caused THB 27M increase in assets (page

188)—judgmental; risk of off-balance-sheet leases if extensions not captured.
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e IS Impact: Depreciation THB 118M (part of costs); interest THB 20M in finance

costs. Stable, but extensions could inflate expenses.

* BS Impact: Liabilities current THB 88M, non-current THB 323M. Related party

leases (THB 75M non-current) increase conflict risk.

e CFS Impact: Lease payments THB 100M in financing outflows—consistent, but

variable payments (if any) could volatility.

e Overall Risk: Low-Medium. Standard, but related party element ties to broader

risks.

4. Related Parties

Disclosures: Extensive (pages 197, 206-211). Family-controlled
(Thanombooncharoen/Sathientham/Opakul). Transactions: sales THB 456M,
purchases THB 169M, loans to related THB 4,444M at 3% interest (separate

statements). Guarantees for EFL sponsorship. Auditor tested controls.
Red Flags/Risks:

* Non-Arm's Length: High volume with shared directors (e.g., loans at below-market
3%; sales to family firms like Tawandang). Risk of favorable terms benefiting

insiders (e.g., THB 3,560M loan repayments).

* IS Impact: Other income/expenses include related party items—potential

misclassification to boost profits.

* BS Impact: Related receivables THB 592M (down 13%), payables THB 195M (down
48%). Loans dominate separate BS (49% of assets)—liquidity risk if defaults.

e CFS Impact: Investing cash flows: THB 1,742M outflows for loans, THB 3,560M

inflows. Financing guarantees unreported—off-balance risk.

e Overall Risk: High. Family dominance (pages 10-11 board) heightens conflict;

auditor says commercial terms, but volume suggests dependency.

5. Contingencies

Disclosures: None mentioned. No litigation, guarantees (beyond related), or provisions

beyond employee benefits.
Red Flags/Risks:

* Undisclosed Liabilities: Beverage industry risks (e.g., tax disputes, product liability,

environmental). Absence could mean none or omission.
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* IS/BS/CFS Impact: Potential future expenses if contingencies materialize (e.g., EFL

guarantees page 210).

e Overall Risk: Medium. Lack of disclosure is a flag; auditor silent.

6. Stock-based Compensation

Disclosures: None. No share-based payments or plans mentioned.
Red Flags/Risks:

* Absence: No expense, so no dilution risk.

e Opverall Risk: Low. Common in growth firms; perhaps cash-based incentives.

7. Goodwill/Intangibles

Disclosures: Goodwill THB 521M (down THB 13M from translation; page 224). Tested
annually (value-in-use). Intangibles THB 87M (trademarks/patents/knowhow; page
194). Impairment key audit matter (page 176); THB 2,933M impairment on UK sub

investment (separate statements).
Red Flags/Risks:

* Impairment Vulnerability: UK ops underperformed (MD&A notes); further

writedowns if international weakens (e.g., overseas revenue +4%).

e IS Impact: No goodwill impairment in 2024, but prior sub loss THB 718M (2023).

Judgmental assumptions (discount/growth rates).

* BS Impact: Goodwill 4% of assets; risk of overstatement if CGU projections

optimistic.
e CFS Impact: Non-cash, but signals cash drain in subs.

e Overall Risk: High. Auditor focused; translation losses hint at FX/operational risks.

Summary of Key Risks

Area Risk Level Key Concern
Revenue Medium- Complexity in promotions; potential overstatement amid
Recognition High high growth.
Segment Reporting Medium Limited disclosure; masks geographic/product risks.
Leases Low- Standard, but related party ties.

Medium
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Area Risk Level Key Concern

Related Parties High Extensive family transactions; conflict potential.
Contingencies Medium Undisclosed; possible hidden liabilities.
Stock-based Comp Low None disclosed.

Goodwill/Intangibles  High Impairment history; international exposure.

Recommendations: Scrutinize related party pricing (e.g., compare to market). Monitor
international ops for further impairments. Verify revenue via cash conversion (strong
CFS mitigates but doesn't eliminate risk). No evidence of fraud, but high related party

exposure warrants caution.

Quantify related party risks
Compare to Red Bull

Make more concise
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