
Spencers Retail Ltd — FY 2026 Annual Report Analysis

Annual Report Analysis (Consolidated)

Source: CRORES. All figures ₹ Crores. Pipeline: v5-Gemini — W1a → W3 → W1b+W2+W2F (parallel, notes-

injected) → Merge.

Investor Snapshot

# Analytical Point Sentiment

1
Spencer’s Retail operates a distressed, commoditized retail model currently in a structural decline,

characterized by store rationalization and a shift toward a "Food-First" and "Jiffy" Q-commerce strategy.
🟡

2
Consolidated revenue contracted by 9.78% to ₹1,800 Cr, reflecting a loss of market share and

footprint reduction despite a marginal 8.4% growth in the liquor segment.
🔴

3
Operating margins are under severe pressure as consolidated EBITDA collapsed by 75%, rendering

the business unable to cover its fixed cost base.
🔴

4
The company reported a widened net loss of ₹249 Cr, resulting in a deeply negative Net Worth of ₹913

Cr and technical insolvency.
🔴

5
Total debt increased by ₹348 Cr to fund operating deficits, while a second consecutive year of

covenant breaches puts ₹1,234.70 Cr of debt at risk of immediate recall.
🔴

6
Cash Flow from Operations (CFO) deteriorated to -₹60 Cr, creating a massive liquidity gap against a

₹169 Cr finance cost obligation.
🔴

7
Capital expenditure has been effectively halted at a negligible ₹9.10 Cr, signaling a lack of growth

investment as the entity enters a liquidation management phase.
🔴

8
Earnings quality is highly suspect, evidenced by a 36.6% spike in trade receivables (₹25 Cr) against

declining sales and the non-amortization of ₹336.45 Cr in intangible assets.
🔴

9
Governance concerns are acute following a 44% increase in CEO compensation despite crashing

profits and a reported failure in maintaining mandatory audit trail (edit log) facilities.
🔴

10
The primary existential risk is the potential withdrawal of promoter "Letters of Comfort," as survival is

100% contingent on continued financial support from the RP-Sanjiv Goenka Group.
🔴

11
The outlook remains bleak with management seeking to increase borrowing limits by another ₹350 Cr just to

maintain operations in a capital-starved environment.
🟡

12
Investment View: AVOID; the entity is a "zombie" company with deteriorating health, where the key

monitorable is the Finance Cost to EBITDA ratio (currently >100%).
🔴

1. BUSINESS OVERVIEW

Business Segments: Operates in the Diversified Retail sector through two primary formats: Spencer’s (89

stores) and Nature’s Basket (31 stores).

Revenue Drivers: Shifted focus to a "Food-First" pivot, doubling down on Staples, Fresh, and Liquor (Liquor

grew 8.4% YoY). Revenue is also driven by the "Jiffy" Q-commerce platform (sub-30-minute delivery).

Cost Drivers: High lease and interest burdens; significant Employee Benefits Expense (₹132.26 Cr) and

Other Expenses (₹247.09 Cr).

• 

• 

• 



Industry Position: Facing intense competitive pressure from Kirana stores, value retailers, and deep-

pocketed Q-commerce players (Blinkit, Zepto, Swiggy Instamart).

Expansion Plans: Halted expansion to preserve liquidity; capital advances dropped from ₹2.77 Cr to ₹1.27

Cr. Strategy has shifted from "expansion" to "store productivity" and "frontline execution."

Acquisitions/Rationalization: Footprint stabilized at 120 stores across 8.73 Lakh sq. ft. following massive

prior-year rationalization.

Segment Performance: Consolidated revenue fell 9.78% to ₹1,800 Cr as store closures outpaced same-

store sales growth (SSSG).

Geographical Presence: National retailer with a niche loyalty base (97,000+ paid members in "My Spencers

Rewards").

2. MANAGEMENT COMMENTARY & OUTLOOK

Management has adopted a "Shrink-to-Survive" strategy, focusing on store productivity and frontline

execution rather than footprint expansion.

The strategic pivot toward "Food-First" (Staples, Fresh, and Liquor) is intended to drive footfalls and traction,

despite these being lower-margin categories.

Management is positioning "Jiffy" as a key growth engine, utilizing a store-led fulfillment model to avoid dark-

store capex, claiming 90%+ orders meet delivery timelines.

A critical strategic shift involves a hunt for liquidity, evidenced by a Special Resolution to increase borrowing

limits by ₹350 Cr (total enhancement to ₹450 Cr) by creating fresh charges on assets.

Management highlights a "59 BPS EBITDA improvement" at the standalone level, though consolidated

EBITDA fell significantly.

The loyalty ecosystem (My Spencers Rewards) is being leveraged to increase spend frequency, with

management reporting that paid members spend 4.2x more frequently.

Guidance focuses on "Smarter Retail" and "Operational Resilience" to navigate the current technical

insolvency and negative net worth.

The long-term vision remains contingent on the RP-Sanjiv Goenka Group’s willingness to provide "Letters of

Comfort" and structural credit support.

Management Tone: The tone is one of survivalist optimism. While using buzzwords like "Smarter Retail,"

there is a stark disconnect between the narrative of "improvement" and the consolidated financial reality of

collapsing EBITDA and deepening negative equity. The management appears to be in a defensive crouch,

liquidating assets and seeking emergency borrowing to maintain the entity as a going concern.

3. FINANCIAL ANALYSIS

3.1 Financial Statements

Source: Screener.in — all monetary values in ₹ Crores. Use these numbers directly.
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P&L Statement (₹ Crores)

Line Item Mar 2026 Mar 2025

Sales - 1,800.00 1,995.00

Sales Growth % -9.78 -14.92

Expenses - 1,811.00 2,038.00

Material Cost % - 80.00 80.00

Raw material cost 1,447.00 1,509.00

Change in inventory -15.00 96.00

Manufacturing Cost % 0.00 6.00

Employee Cost % 7.00 8.00

Other Cost % 14.00 8.00

Operating Profit -11.00 -43.00

OPM % -0.60 -2.20

Other Income - 26.00 104.00

Exceptional items 0.00 20.51

Other income normal 25.76 83.01

Interest 169.00 164.00

Depreciation 96.00 143.00

Profit before tax -250.00 -247.00

Tax % 0.00 0.00

Net Profit - -249.00 -246.00

Exceptional items AT 0.00 21.00

Profit excl Excep -249.00 -267.00

Profit for PE -249.00 -267.00

Profit for EPS -249.00 -246.00

Profit Growth % 7.00 1.00

EPS in Rs -27.66 -27.33

Dividend Payout % 0.00 0.00



Balance Sheet (₹ Crores)



Line Item Mar 2026 Mar 2025

Equity Capital 45.00 45.00

Reserves -958.00 -707.00

Borrowings - 1,919.00 1,571.00

Long term Borrowings 449.00 377.00

Short term Borrowings 786.00 550.00

Lease Liabilities 684.00 645.00

Preference Capital 0.00 0.00

Other Borrowings 0.00 0.00

Other Liabilities - 390.00 400.00

Trade Payables 299.00 317.00

Advance from Customers 0.00 0.00

Other liability items 91.00 83.00

Total Liabilities 1,396.00 1,310.00

Fixed Assets - 971.00 953.00

Building 0.00 592.00

Plant Machinery 0.00 24.00

Equipments 0.00 5.00

Computers 0.00 7.00

Furniture n fittings 0.00 60.00

Vehicles 0.00 0.00

Intangible Assets 336.00 332.00

Other fixed assets 0.00 30.00

Gross Block 0.00 1,051.00

Accumulated Depreciation 0.00 97.00

CWIP 0.00 0.00

Investments 36.00 43.00

Other Assets - 389.00 314.00

Inventories 184.00 170.00

Trade receivables - 25.00 18.00

Receivables over 6m 0.00 6.22

Receivables under 6m 0.00 18.26

Prov for Doubtful 0.00 -6.22

Cash Equivalents 49.00 26.00

Loans n Advances 68.00 6.00

Other asset items 64.00 94.00

Total Assets 1,396.00 1,310.00



Cash Flow Statement (₹ Crores)

Line Item Mar 2026 Mar 2025

Cash from Operating Activity - -60.00 37.00

Profit from operations -10.00 -10.00

Receivables -7.00 3.00

Inventory -16.00 103.00

Payables -18.00 -68.00

Loans Advances 0.00 0.00

Other WC items -10.00 7.00

Working capital changes -51.00 46.00

Direct taxes 1.00 2.00

Cash from Investing Activity - -8.00 -20.00

Fixed assets purchased -9.10 -22.00

Fixed assets sold 0.51 5.66

Investments purchased -2.80 -234.75

Investments sold 11.68 251.95

Interest received 0.33 0.21

Acquisition of companies 0.00 0.00

Other investing items -8.71 -21.32

Cash from Financing Activity - 92.00 -27.00

Proceeds from shares 0.00 0.00

Proceeds from borrowings 438.00 276.00

Repayment of borrowings -299.00 -82.00

Interest paid fin 0.00 -165.00

Financial liabilities -47.00 -56.00

Net Cash Flow 24.00 -10.00

Free Cash Flow -69.00 21.00

CFO/OP 575.00 -83.00

Key Ratios (₹ Crores)

Line Item Mar 2026 Mar 2025

Debtor Days 5.00 3.00

Inventory Days 47.00 39.00

Days Payable 76.00 72.00

Cash Conversion Cycle -24.00 -30.00

Working Capital Days -192.00 -137.00

ROCE % -8.00 -10.00



3.2 Financial Analysis Summary

Revenue from operations declined by 9.78% to ₹1,800.00 Cr, while Other Income plummeted 75% to ₹26.00

Cr due to lower gains from lease terminations, resulting in a Net Profit loss of -₹249.00 Cr.

The company is in a state of technical insolvency with Reserves at negative ₹958.00 Cr and a negative Net

Worth of ₹913.00 Cr, as continuous losses have completely eroded the equity base.

Total Debt (including Lease Liabilities) ballooned to ₹1,919.00 Cr, which is nearly 1.4x the Total Assets of 

₹1,396.00 Cr, indicating extreme leverage.

Finance Cost rose to ₹169.00 Cr, significantly exceeding the Operating Profit (EBITDA) of ₹15.15 Cr,

creating a "debt trap" where the business cannot service interest from operations.

Cash from Operating Activity (CFO) deteriorated to -₹60.00 Cr from a positive ₹37.00 Cr in FY25, failing to

cover even the minimal maintenance Capex of ₹9.10 Cr, leading to a Free Cash Flow (FCF) of -₹69.00 Cr.

Trade Receivables grew 36.6% to ₹25.00 Cr despite the 9.78% drop in Revenue, signaling deteriorating

collection efficiency or potential revenue overstatement.

Inventory levels increased by 8.31% to ₹184.00 Cr despite falling sales, causing Inventory Days to rise to 

47 days and suggesting slow-moving stock.

Intangible Assets totaling ₹336.00 Cr (24% of total assets) are not being amortized under an "indefinite

useful life" assumption, masking a material impairment risk given the negative ROCE of -8.00%.

Other Assets were impacted by a build-up in Statutory Balances (trapped GST) to ₹27.42 Cr, further

locking up liquidity that the company desperately needs for operations.

Other Expenses were reduced by 9.76% to ₹247.09 Cr, and Employee Costs fell 17.26% to ₹132.26 Cr,

reflecting aggressive store closures and downsizing that have yet to offset the revenue death spiral.

The dominant financial theme of the year is a terminal liquidity crisis and technical insolvency, where the

company is surviving solely on promoter-backed debt to fund a persistent cash burn.

3.3 Contingent Liabilities & Commitments

Litigation Risk: The Group has pending litigations (Note 29) that could impact the consolidated financial

position; specific aggregated amounts are not disclosed but are flagged as a risk area.

Tax Disputes: Build-up of statutory balances/GST credits (₹27.42 Cr) indicates potential valuation or

recoverability risks.

Guarantees: The Group relies on additional securities and guarantees provided by associate companies to

avail bank facilities, as its own assets are fully encumbered.

Capital Commitments: Minimal to none, as evidenced by the drop in capital advances to ₹1.27 Cr, signaling

a total halt in expansionary projects.
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3.9 Earnings Quality & Forensic Checks



# Check Impact Status Evidence Notes Detail

1 PAT vs CFO trend

Profit ↓ — negative CFO of -₹60

Cr vs -₹249 Cr PAT indicates

persistent cash burn.

🚩
PAT -₹249 Cr; CFO -

₹60 Cr; FCF -₹69 Cr.

Auditor KAM highlights

terminal risk due to two-year

operating cash deficit.

2

Receivables &

channel-stuffing

signal

Revenue ↑↓ — receivables grew

36.6% while sales fell 9.78%

suggesting aggressive revenue

recognition.

🚩

Receivables ₹25 Cr

(up from ₹18 Cr);

Sales -9.78%.

Note 7: Divergence between

falling sales and rising B2B/

concessionaire receivables.

3 Revenue timing

Revenue ↓ — rising contract

liabilities indicate higher future

performance obligations and

deferred income.

⚠

Contract liabilities

₹14.18 Cr vs ₹10.22

Cr.

Note 16: Revenue deferred

for loyalty points; recognized

only upon redemption/expiry.

4
Revenue from

related parties %

Neutral — revenue quality

depends on promoter support

rather than direct RPT sales.

✅

Promoter holding

43.94%; Guarantees

provided by

associates.

RPT Note: Survival tied to

associate company

guarantees for bank facilities.

5
Inventory vs

revenue growth

Profit ↓ — inventory rose 8.3%

despite 9.8% sales drop,

increasing obsolescence risk.

🚩

Inventory ₹184 Cr vs

₹170 Cr; Sales ₹1,800

Cr.

Note 5: Provision for obsolete

stocks increased to ₹1.75 Cr

in FY26.

6

Inventory

valuation method

change

Neutral — consistent use of

moving weighted average

method maintains accounting

comparability.

✅

Moving weighted

average method used

consistently.

Note 2.2(f): Policy based on

periodic identification of

obsolete stock.

7
Exceptional items

in operating profit

Profit ↑ — lack of FY26

exceptional gains exposes the

core business's inability to profit.

⚠

FY26 Exceptional: ₹0;

FY25 Exceptional:

₹20.51 Cr.

P&L: Prior year profit was

cushioned by non-recurring

lease termination gains.

8

Depreciation rate

vs useful life

policy

Profit ↑ — non-amortization of

₹336 Cr intangibles inflates

earnings by avoiding annual

charges.

🚩

Intangible Assets ₹336

Cr; Depreciation ₹96

Cr.

Note 2.2(e): Brands and

Goodwill treated as having

"indefinite useful lives."

9

Provision

reversals boosting

PAT

Profit ↑ — non-cash lease

termination reversals of ₹16 Cr

provided a temporary P&L

cushion.

⚠

Lease termination

reversal ₹16.09 Cr vs

₹62 Cr.

Note 2.2(n): Non-cash

cushion significantly lower

than FY25, causing margin

compression.

10

Tax rate

consistency +

cash tax vs P&L

tax

Neutral — zero tax rate

consistent with massive

accumulated losses and

negative equity.

✅
Tax %: 0.00; Direct

taxes paid: ₹1 Cr.

P&L: No tax expense due to

lack of taxable profits.

11
CWIP age and

stalling projects

Profit ↓ — minimal capital

advances suggest stalled

expansion and focus on store

rationalization.

⚠
Capital advances

₹1.27 Cr vs ₹2.77 Cr.

Note 11: Reduction in

advances indicates halted

growth to preserve liquidity.

12

Deferred tax asset

recognition

adequacy

Profit ↑ — non-recognition of

DTA prevents further inflation of

assets on insolvent balance

sheet.

✅
Tax %: 0.00;

Reserves -₹958 Cr.

Balance Sheet: Massive

losses make future taxable

profit realization highly

uncertain.

13
RPT quantum and

trend

Neutral — high reliance on

promoter group for liquidity and

debt servicing guarantees.

🚩

Borrowings ₹1,919 Cr;

Promoter holding

43.94%.

Auditor KAM: Going concern

depends entirely on

promoter's intent to infuse

capital.



# Check Impact Status Evidence Notes Detail

14
Dividend paid vs

FCF adequacy

Neutral — zero dividends

appropriate given negative FCF

and technical insolvency of the

group.

✅
Dividend Payout 0%;

FCF -₹69 Cr.

Cash Flow: Negative free

cash flow precludes any

capital return to shareholders.

15
Audit Trail /

Internal Control

Profit ↑↓ — Significant

deficiency where edit log facility

was not operating for certain

transactions.

🚩 Note 44, p.177.

Risk of unauthorized data

modification and financial

misstatement.

16
Bank Covenant

Compliance

Neutral — Persistent breach of

financial ratios for two

consecutive years.

🚩 Note 14(i)(4).

Lenders could recall

₹1,234.70 Cr in borrowings on

demand; survival depends on

waivers.

17
Intangible Asset

Impairment

Profit ↑ — Refusal to impair

₹329.26 Cr in Brands/Goodwill

despite continuous losses.

🚩 KAM 2, p.173.

Valuation is highly sensitive; a

small change in assumptions

would decimate negative

equity.

4. MANAGEMENT & GOVERNANCE

A. Auditor Report & Key Audit Matters * Audit opinion type: Unqualified. * KAM 1: Going Concern: The

auditor flagged a consolidated loss of ₹249.33 Cr and net current liabilities of ₹895.93 Cr. Survival is contingent

on the Group's ability to meet financial obligations through promoter-backed credit lines and capital infusions. * 

KAM 2: Impairment of Intangible Assets: The valuation of Brands (₹197.99 Cr) and Goodwill (₹131.27 Cr) is

highly sensitive to discount rates and growth assumptions. Management concluded no impairment was

necessary despite continuous losses. * Internal Control Deficiency: The auditor reported that the audit trail

(edit log) facility was not operating as required for certain transactions during the year (Note 44). * Auditor

fees: Total fees to S. R. Batliboi & Co. LLP and network firms amounted to ₹1.39 Cr.

B. Related Party Transactions | Party | Relationship | Nature | Amount (₹ Cr) | Concern | |:---|:---|:---|:---|:---| |

Rainbow Investments Limited | Promoter | Holding Entity | 43.94% Stake | Neutral | | Associate Companies |

Related Party | Guarantees | Not Disclosed | Critical; Group relies on associate assets to secure bank

facilities. | | Spencer’s Employee Benefit Trust | Controlled Entity | ESOP Trust | 1.00 Cr | Treasury shares

reduce effective equity |

RPT Risk: Direct RPT revenue is negligible; however, 100% of bank facilities are contingent on related

party support/guarantees. The company is a "captive" entity of the RPSG Group, surviving only through

structural credit support.

C. Shareholding | Category | Mar 2025 (%) | Mar 2024 (%) | |:---|---:|---:| | Promoter Group | 58.81 | 58.81 | |

Public | 41.19 | 41.19 | * Pledged Shares: No explicit equity pledge, but associate company assets are

encumbered to support Spencer's debt.

D. Board Composition + KMP Compensation * Total Directors: 6 | Independent %: 66.67% | Women

Directors: 1 (Ms. Rekha Sethi). * KMP Compensation: * Anuj Singh (CEO & MD): ₹5.90 Cr (FY26) vs ₹4.09

Cr (FY25). YoY Growth: 44.25%. * Analysis: CEO compensation grew by 44.25% while consolidated EBITDA

collapsed by 74.86%. The remuneration is excessive (38.94% of EBITDA) for a technically insolvent company. * 

Leadership Stability: High turnover noted with the CFO transitioning and the Chief Merchandising Officer

resigning in Sep 2025.

F. Capital Allocation & Capex | Action | FY Current (₹ Cr) | FY Prior (₹ Cr) | % of CFO | Signal | |:---|---:|---:|---:|:---|

| Interest Payments | 169.00 | 164.00 | N/M | 🚩 | | Net Debt Change | 348.00 | 281.00 | N/M | 🚩 | | Lease

• 



Liabilities | 684.00 | 645.00 | N/M | ⚠ | | Capex | 9.10 | 22.00 | N/M | ⚠ | | Asset Sales | 0.51 | 5.66 | N/M | 

Positive | | Impairments | 0.00 | 0.00 | 0.00% | 🚩 |

CAPEX Analytical Notes: * CFO Coverage of Capex: N/M; CFO is negative ₹60.00 Cr, leaving a ₹69.10 Cr

funding gap for capex alone. * Nature of Capex: Primarily maintenance; Capital Advances dropped to ₹1.27

Cr, confirming a total halt in expansion. * Deployment Efficiency: Revenue fell 9.78% despite ongoing capex,

signaling a failure to maintain store productivity. * Key Takeaways: The ₹336.45 Cr in Intangible Assets

represents 24% of total assets; the refusal to impair these despite a ₹249 Cr loss is a major red flag.

H. Risks * Technical Insolvency: Negative Equity of ₹912.92 Cr. Impact: Total loss of shareholder value;

reliance on promoter life-support. (Severity: 🔴 High) * Covenant Breach: Failed to meet financial ratios in bank

agreements. Impact: Lenders could recall ₹1,234.70 Cr in borrowings on demand. (Severity: 🔴 High) * Audit

Trail Failure: Edit logs not operating for certain transactions. Impact: Risk of unauthorized data modification.

(Severity: 🔴 High) * Intangible Impairment: ₹329.26 Cr in Brands/Goodwill not amortized. Impact: A 10%

impairment would wipe out ₹33 Cr of equity. (Severity: 🔴 High) * Negative CFO: Operations consumed ₹60.00 Cr

in cash. Impact: Inability to service ₹169 Cr interest without fresh debt. (Severity: 🔴 High) * Receivable

Divergence: Receivables ↑ 36.6% while Revenue ↓ 9.8%. Impact: Potential revenue overstatement. (Severity: 🟡

Medium)

5. SCORECARD & VERDICT

Part A: Scorecard

Dimension
Rating

(1–5)
Delta Key Evidence One-line Rationale

Business Quality 1 ↓
Revenue ↓ 9.78%, store

rationalization

Commoditized retail model in a death spiral

with no pricing power.

Financial Health 1 ↓
D/E N/M (Neg Equity), CFO -

₹60 Cr

Technically insolvent and trapped in a cycle

of borrowing to pay interest.

Earnings Quality 1 ↓
Receivables ↑ 36.6% vs Rev

↓, Audit Trail fail

Aggressive accounting for intangibles and

internal control deficiencies.

Management &

Governance
2 ↓

CEO pay ↑ 44% vs EBITDA ↓

75%, RPT reliance

Poor alignment with shareholders and total

dependence on promoter support.

Capital Allocation &

Earnings Visibility
1 ↓

ROCE -8%, Capex halted,

Debt ↑ ₹348 Cr

Value-destructive allocation where fresh debt

funds operating losses.

BUSINESS POSITIVES (for this company this year) * ✅ Liquor Segment Growth: The liquor category saw an

8.4% growth, providing a rare area of traction in the product mix. * ✅ Employee Cost Optimization:

Successfully reduced employee benefits expense by 17.26% (₹132.26 Cr) through aggressive downsizing. * ✅ Q-

Commerce Traction: Jiffy platform claims 90%+ orders meet the sub-30-minute delivery timeline, maintaining

digital relevance. * ✅ Asset Monetization: Realized ₹0.51 Cr from asset sales as part of the store rationalization

process.

BUSINESS NEGATIVES / CONCERNS (for this company this year) * 🔴 Technical Insolvency: Reported a

negative Net Worth of ₹913.00 Cr and a consolidated loss of ₹249.00 Cr. * 🔴 Cash Burn: CFO deteriorated to -

₹60.00 Cr, failing to cover the ₹169.00 Cr finance cost and ₹9.10 Cr capex. * 🔴 Forensic Red Flag: Trade

Receivables grew 36.6% (₹25 Cr) despite a 9.78% decline in Revenue, suggesting aggressive recognition. * 🔴

Governance Failure: Auditor reported a significant deficiency where the audit trail (edit log) facility was not

operating. * 🔴 Debt Trap: Borrowings increased by ₹348.00 Cr primarily to fund operating deficits and interest,

not growth. * 🔴 Covenant Breaches: Failed to meet financial ratios for two consecutive years, leaving ₹1,234.70



Cr in debt at risk of recall. * 🔴 Intangible Risk: Carrying ₹336.45 Cr in non-amortized Brands/Goodwill despite a

-8% ROCE and structural losses.

OVERALL SCORECARD SUMMARY Spencer’s Retail is in a state of structural decline, characterized by

technical insolvency and a persistent cash burn that renders the business model unsustainable. Earnings quality

is poor, marked by aggressive intangible accounting and internal control deficiencies regarding audit trails.

Governance is weakened by excessive KMP compensation amidst collapsing profits and a total reliance on

promoter-backed credit. Capital allocation is value-destructive, as the company is forced to increase leverage

simply to service existing interest and operating losses, placing it on a deteriorating trajectory.

Part B: Governance Check Matrix

# Check Status Evidence

1 Audit opinion clean? ✅ Unqualified opinion (p.173)

2 Promoter pledge = 0? ✅ No explicit equity pledge disclosed

3 KMP pay < 5% of PAT? ❌
PAT is negative; CEO pay is 38.94% of

EBITDA

4
RPT quantum < 5% of

revenue?
✅ Direct RPT revenue is negligible

5 Board > 50% independent? ✅ 66.67% Independent (4 of 6)

6 At least 1 woman director? ✅ Ms. Rekha Sethi

7
No statutory dues

outstanding?
⚠

Statutory balances (trapped GST) increased

to ₹27.42 Cr

8 No fraud reported? ✅ None reported in snippets

9 Audit trail enabled? ❌
Deficiency noted; edit logs not operating

(Note 44)

10 Frequent Auditor change ✅ S. R. Batliboi & Co. LLP continues

Final line: "Total: 7/10 ✅ — Governance

Rating: 2"

Part C: Investor Verdict

THESIS: Spencer’s Retail is a "zombie" entity kept alive solely by promoter life-support, currently liquidating its

footprint to service an unsustainable debt pile.

OVERALL STANCE: AVOID

RATIONALE: The company is technically insolvent with a negative net worth of ₹913 Cr and a CFO that cannot

cover its interest obligations. RE-EVALUATE WHEN: CFO becomes positive and consistently covers interest

expense for two consecutive quarters. BULL CASE: A massive equity infusion by promoters (>₹1,000 Cr) to zero

out debt and fund a viable Q-commerce scale-up. BEAR CASE: Withdrawal of promoter "Letters of Comfort,"

leading to immediate lender recall of ₹1,234 Cr and liquidation. KEY MONITORABLE: Finance Cost as % of

EBITDA: Current >100% → Watch Threshold <50%.



7. YEAR-OVER-YEAR ANALYSIS

7.1 Changes

Metric / Theme Summary A Status Summary B Status Forensic Takeaway

Solvency Depth
Negative Net Worth of

₹661.60 Cr

Negative Net Worth of

₹913.00 Cr

The capital deficiency has widened by 38%,

indicating an accelerated erosion of the remaining

asset base.

Cash Flow Origin

Positive CFO (₹37 Cr)

via inventory

liquidation

Negative CFO (-₹60 Cr)

via operating burn

The company has exhausted its ability to generate

liquidity from stock reduction and is now actively

consuming cash to stay operational.

Working Capital

Quality

Inventory days

reduced to 39

Receivables spike

(+36.6%) vs. Sales

drop (-9.8%)

A sharp divergence between falling revenue and

rising receivables suggests potential aggressive

revenue recognition or a breakdown in collection

efficiency.

Capital Allocation
Maintenance Capex

of ₹36 Cr

Expansion halt; Capex

dropped to ₹9.10 Cr

Strategy has shifted from maintaining a stagnant

footprint to a total freeze on growth in favor of

emergency liquidity hunting.

Management

Compensation
CEO Pay at ₹4.09 Cr

CEO Pay at ₹5.90 Cr

(+44.25%)

Executive remuneration has decoupled from financial

reality, increasing significantly while consolidated

EBITDA and equity value collapsed.

Margin

Cushioning

₹62 Cr non-recurring

lease gain

₹16 Cr non-recurring

lease gain

The diminishing availability of non-cash accounting

gains is exposing the true, unmitigated scale of the

core operating losses.

Management Tone
Defensive; focus on

"Value" pivots

Survivalist; focus on

"Liquidity" and

"Borrowing Limits"

The narrative has transitioned from operational

turnarounds to seeking shareholder approval for

emergency debt expansion to fund the cash burn.

7.2 Persistent Patterns

Technical Insolvency: The company remains balance-sheet insolvent with a deepening negative net

worth, surviving exclusively through promoter-group financial life support.

Covenant Breaches: Management has consistently failed to meet financial ratios in bank loan

agreements across both periods, leaving the debt subject to "on-demand" recall.

Intangible Asset Inflation: The refusal to amortize ₹330 Cr+ in Brands and Goodwill persists despite

continuous losses, creating a massive looming impairment risk that would further decimate equity.

Promoter Dependency: Standalone financial viability is non-existent, with a total reliance on "Letters of

Comfort" and associate company guarantees to secure essential credit lines.

Negative Interest Coverage: Operating earnings remain insufficient to cover finance costs in both years,

forcing the company to use fresh debt to service existing interest obligations.

Audit Trail Deficiencies: The auditor has repeatedly flagged internal control gaps regarding the failure to

maintain edit logs for transactions, compromising the integrity of the financial records.

Revenue Contraction: The business continues a structural decline in sales, signaling a persistent loss of

market relevance against Q-commerce and value retail competitors.
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