Spencers Retail 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

Spencer’s Retail operates as a distressed food and grocery retailer currently undergoing a "controlled
1 descent," characterized by store rationalization and a strategic pivot toward the Wholesale Bazaar format to ONeutral
counter Q-Commerce competition.

Revenue contracted by 14.92% YoY to 1,995 Cr, reflecting a rapid loss of market share and a

ONegative
shrinking physical footprint as the company rationalizes underperforming assets. g
Operating Profitability has deteriorated to a negative 2% OPM ( -43 Cr), with earnings quality further ONegati
egative
compromised by a 62 Cr non-recurring, non-cash gain from lease terminations. g
The company is technically insolvent with a negative Net Worth of - 661.60 Cr and a D/E ratio of ONegative
-2.37x, making survival entirely contingent on promoter "Letters of Comfort." ¢
A severe debt trap has emerged where Finance Costs of 164 Cr now exceed Cash Flow from ONegative
1\
Operations ( 37 Cr) by over four times, indicating operations cannot service interest obligations. ¢
The company has breached financial covenants on 926 Cr of debt, exposing the entity to the ONegative
material risk of immediate loan recalls by lenders. e
Positive cash generation of (1103 Cr was achieved through aggressive inventory liquidation (reducing OPositive
inventory days from 52 to 39), though this stems from downsizing rather than organic growth.
Capital allocation is value-destructive with a negative 10% ROCE, while 332 Cr in Intangibles ONegati
egative
(Goodwill/Brands) remains unamortized despite persistent losses and store closures. :
Governance risks are elevated due to flagged Audit Trail deficiencies, 5.34 Cr in outstanding ONegative
statutory dues, and high RPT reliance for credit support (6.5% of revenue). g
Supplier stress is evident as Trade Payables stand at 1.8x Inventory levels, with 20.72 Cr in liabilities ONegative
ivi
aged over three years, suggesting significant liquidity constraints. g
The outlook remains bleak as the company "shrinks to survive," trading margin for volume in its wholesale ONeutral
pivot while remaining vulnerable to any withdrawal of promoter support.
Investment View: AVOID; the capital structure is broken and the business model is structurally e

challenged; monitor Finance Cost as a % of CFO for any signs of deleveraging.

1. BUSINESS OVERVIEW (In Bullet Points)

* Business Segments: Operates through two primary formats: Spencer’s (Hyper/Supermarkets), catering to
the value-conscious mass market (approx. 85% of revenue), and Nature’s Basket (NB), targeting the
premium/gourmet segment.

* Revenue Drivers: Increasingly driven by DigitallOmnichannel sales and the Wholesale segment; organic
store footfalls are declining. High repeat customer rate of 84% in digital segments.



« Cost Drivers: Trapped in a high-fixed-cost structure dominated by Lease Rentals (ROU assets) and
Finance Costs, which consume the entirety of the operating spread.

« Industry Position: Occupies a "no-man's land" between massive scale players (Reliance Retail), cost-
efficient discounters (DMart), and high-speed Quick Commerce (Blinkit, Zepto).

* Expansion & Pivot: Shifted from "New Store Openings" to "Format Conversion," specifically converting
underperforming hypermarkets into "Wholesale Bazaars" to drive inventory turnover.

* Acquisitions & Intangibles: Maintains significant Goodwill and Brands ([B32 Cr) primarily from the
Nature’s Basket acquisition, which are not being amortized.

» Capacity & Footprint: Executing a massive "Store Rationalization" program, evidenced by a [159.47 Cr
reduction in Gross Block, effectively shrinking the business to survive.

» Geographical Presence: Primarily urban clusters, though facing intense cannibalization from Q-Commerce
in these high-density areas.

2. MANAGEMENT COMMENTARY & OUTLOOK

« Strategic pivot toward the Wholesale Bazaar format targeting Kirana stores and small businesses to improve
inventory turns, acknowledging that the traditional B2C model is struggling.

» Management admits to a "challenging consumption environment," particularly in non-food categories like
Apparel and General Merchandise.

 Focus on increasing Private Label contribution beyond the current 11% mark to improve margins, though
data suggests these brands are failing to offset high costs of sales.

» Emphasis on "Store Rationalization" (closing loss-making stores) as a key achievement to preserve cash,
despite the resulting loss of procurement power and brand visibility.

« Continued focus on "Omnichannel" growth, though unit economics remain pressured by high third-party
delivery commissions (15-20%).

* Long-term vision is to become a "Consumer-Centric, Multi-Format Retailer," but current execution is focused
almost entirely on "Survival and Refinancing."

» Heavy reliance on the RP-Sanjiv Goenka Group for "Letters of Comfort" and credit support, indicating the
business is not yet a self-sustaining commercial entity.

* Management tone is defensive, characterized by a heavy emphasis on "structural shifts" (Wholesale/Digital)
to explain away the continued erosion of the core B2C business. There is a noticeable lack of concrete
guidance on when the company will achieve Interest Coverage > 1x or Positive Net Worth. The
"Wholesale" pivot appears as a desperate search for volume to service a debt-heavy capital structure.

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 - 1,995.00 2,345.00
Sales Growth % -14.92 -4.39
Expenses - 2,038.00 2,354.00
Material Cost % - 80.00 80.00
Raw material cost 1,509.00 1,874.00
Change in inventory 96.00 -2.00
Manufacturing Cost % 6.00 6.00
Employee Cost % 8.00 9.00
Other Cost % 8.00 6.00
Operating Profit -43.00 -9.00
OPM % -2.00 0.00
Other Income - 104.00 23.00
Exceptional items 21.00 5.00
Other income normal 83.00 18.00
Interest 164.00 148.00
Depreciation 143.00 132.00
Profit before tax -247.00 -267.00
Tax % 0.00 0.00
Net Profit - -246.00 -266.00
Exceptional items AT 21.00 5.00
Profit excl Excep -267.00 -271.00
Profit for PE -267.00 -271.00
Profit for EPS -246.00 -266.00
Profit Growth % 1.00 -29.00
EPSin Rs -27.33 -29.53

Dividend Payout % 0.00 0.00



Balance Sheet ((ICrores)



Line Item

Equity Capital
Reserves

Borrowings -

Long term Borrowings
Short term Borrowings
Lease Liabilities
Preference Capital
Other Borrowings
Other Liabilities -
Trade Payables
Advance from Customers
Other liability items
Total Liabilities

Fixed Assets -
Building

Plant Machinery
Equipments
Computers

Furniture n fittings
Vehicles

Intangible Assets
Other fixed assets
Gross Block
Accumulated Depreciation
CWIP

Investments

Other Assets -
Inventories

Trade receivables -
Receivables over 6m
Receivables under 6m
Prov for Doubtful
Cash Equivalents
Loans n Advances
Other asset items

Total Assets

Mar 2025

45.00
-707.00
1,571.00
377.00
550.00
645.00
0.00
0.00
400.00
317.00
0.00
83.00
1,310.00
953.00
592.00
24.00
5.00
7.00
60.00
0.00
332.00
30.00
1,051.00
97.00
0.00
43.00
314.00
170.00
18.00
6.22
18.26
-6.22
26.00
6.00
94.00

1,310.00

Mar 2024

45.00
-461.00
1,622.00
282.00
451.00
889.00
0.00
0.00
490.00
385.00
0.00
106.00
1,696.00
1,211.00
862.00
61.00
6.00
26.00
89.00
0.00
332.00
29.00
1,405.00
194.00
1.00
56.00
428.00
266.00
25.00
5.58
22.16
-2.45
36.00
7.00
93.00

1,696.00



Cash Flow Statement (CICrores)

Line Item Mar 2025 Mar 2024
Cash from Operating Activity - 37.00 35.00
Profit from operations -10.00 -9.00
Receivables 3.00 -5.00
Inventory 103.00 0.00
Payables -68.00 41.00
Loans Advances 0.00 0.00
Other WC items 7.00 6.00
Working capital changes 46.00 42.00
Direct taxes 2.00 2.00
Cash from Investing Activity - -20.00 11.00
Fixed assets purchased -22.00 -36.00
Fixed assets sold 6.00 4.00
Investments purchased -235.00 -343.00
Investments sold 252.00 386.00
Interest received 0.00 0.00
Acquisition of companies 0.00 0.00
Other investing items -21.00 0.00
Cash from Financing Activity - -27.00 -28.00
Proceeds from shares 0.00 0.00
Proceeds from borrowings 276.00 257.00
Repayment of borrowings -82.00 -65.00
Interest paid fin -165.00 -147.00
Financial liabilities -56.00 -73.00
Net Cash Flow -10.00 18.00
Free Cash Flow 21.00 3.00
CFO/OP -83.00 -364.00

Key Ratios ([ICrores)

Line Item Mar 2025 Mar 2024
Debtor Days 3.00 4.00
Inventory Days 39.00 52.00
Days Payable 72.00 75.00
Cash Conversion Cycle -30.00 -19.00
Working Capital Days -137.00 -99.00

ROCE % -10.00 -10.00



3.2 Financial Analysis Summary

* Revenue from operations declined by 14.92% to [1,995.00 Cr, exacerbated by a 46.65% drop in Contract
Liabilities (advances) to [10.22 Cr, signaling weakening future demand and a reduction in customer loyalty
program scale.

 Operating Profit deteriorated to -[43.00 Cr from -[9.00 Cr, as the company struggled with negative operating
leverage; while Employee Cost % improved slightly to 8.00% due to store closures, Other Cost % rose to
8.00%.

e Other Income surged 304% to [103.52 Cr, primarily driven by a non-recurring [62.00 Cr gain from the
"Reversal of net liability on termination of lease," which artificially cushioned the Profit before tax of -[247.00
Cr.

 Finance Cost increased by 11.02% to [164.31 Cr despite falling Revenue, reflecting higher interest rates
(7.70% to 11.40%) and a 26.37% increase in Total Debt (excluding leases) to [926.35 Cr.

* Net Worth has completely eroded to a negative [661.60 Cr (Reserves at -[707.00 Cr), forcing the company
to rely on "Letters of Comfort" from related party RPG Power Trading Company Limited to secure its
Borrowings.

» CFO of [B7.00 Cr appears positive against a Net Profit loss of -[246.00 Cr, but this was entirely funded by a
massive [103.00 Cr liquidation of Inventory, likely linked to store closures rather than operational efficiency.

* Inventory Days improved to 39 days from 52 days, yet Trade Payables of [(B16.97 Cr remain nearly double
the Inventory value ([1170.00 Cr), with [20.72 Cr in payables aged over 3 years, signaling severe liquidity
constraints.

* Fixed Assets (Gross Block) saw a reduction of [159.47 Cr due to disposals, while Intangible Assets
(Brands and Goodwill) remained stagnant at [832.00 Cr; these are not amortized based on an "Indefinite
Useful Life" assumption.

* Total Debt composition shifted toward Short term Borrowings ([5650.00 Cr), and the company has
breached financial covenants in bank loan agreements, representing a high risk of loan recall.

» Working Capital Days reached -137.00 days, and the Cash Conversion Cycle sits at -30.00 days,
indicating the business is surviving by stretching Trade Payables (72 days) and liquidating assets to fund
Finance Cost.

» Capex (Fixed assets purchased) reduced to [22.00 Cr from [B6.00 Cr, while Free Cash Flow of [21.00 Cr is
a byproduct of asset downsizing rather than surplus generation.

* Provisions for doubtful deposits spiked 278% to [11.44 Cr, reflecting difficulties in recovering security
deposits from landlords of closed store locations.

» Asset Turnover improved to 1.52x from 1.38x, but this is a mathematical artifact of a shrinking Total Assets
base (down to [1,310.00 Cr from [1,696.00 Cr).

» Other Assets were impacted by a [20.19 Cr spike in non-current bank deposits, likely due to additional
margin money or lien-marked deposits required by lenders following covenant breaches.

« Other Liabilities include [116.72 Cr payable to employees; the reduction from [21.33 Cr aligns with the
overall reduction in employee benefit expenses and a smaller workforce.

» Other Expenses totaled [273.82 Cr (13.72% of Sales); while absolute spending dropped, the relative
pressure increased due to the sharp Revenue decline.

* Interest Coverage at -0.26x and a negative ROCE of -10.00% highlight a business model that is currently
unable to service its debt obligations from organic earnings.

» The dominant financial theme of the year is "Liquidation for Survival," where the company is aggressively
shrinking its asset base and stretching creditors to service a debt-heavy capital structure amidst technical
insolvency.



3.3 Contingent Liabilities & Commitments

* Service Tax Dispute: [4.60 Cr relating to a long-standing dispute regarding service tax on commercial rent
(RAI Supreme Court Case).

« Surety for Service Tax: [4.60 Cr pending disposal; represents a potential cash outflow if the RAI appeal
fails.

* Provision for Tax Disputes: [0.49 Cr (net of deposits).

« Capital Commitments: Stagnant capital advances of [2.77 Cr suggest minimal upcoming project
commitments.

» Guarantees: The company has provided a "Letter of Comfort” for its subsidiary, Nature’s Basket Limited,
adding to the group's consolidated credit risk.



3.9 Earnings Quality & Forensic Checks



# Check

11

12

PAT vs CFO
trend

Receivables &
channel-stuffing
signal

Revenue timing
(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

CWIP age and
stalling projects

Deferred tax
asset recognition

RPT quantum
and trend

Impact

Profit 1 — inventory liquidation of

(103 Cr masks deep operating
losses and negative cash
generation.

Revenue | — aggressive
inventory reduction of 36%
matches 15% sales drop,
indicating store rationalization.

Revenue | — 46.6% drop in
contract liabilities signals
weakening future demand and
loyalty program scale.

Neutral — company acts as
agent for concessionaires,
reporting only net margin as
revenue.

Profit 1 — inventory liquidation of
(96 Cr (P&L credit) offsets cost of

goods sold.

Neutral — no change in valuation
policy; continues at lower of cost

or NRV.

Profit + — non-recurring lease
termination gain of (62 Cr
artificially reduces the reported
net loss.

Profit 1 — indefinite life
assumption for [B30 Cr
intangibles prevents significant
annual amortization charges.

Profit | — sharp 278% increase
in impairment provisions for
security deposits reflects asset
recovery risks.

Neutral — zero tax expense due
to significant accumulated losses

and negative equity.

Neutral — CWIP reduced to zero,
indicating a complete halt in new

store expansions.

Profit 1 — non-recognition of DTA
is prudent given the lack of virtual

certainty of profits.

Profit 1 — heavy reliance on

related party "Letters of Comfort”

to maintain credit facilities.

Status

O

Evidence

PAT: [{246) Cr; CFO:
[B7 Cr.

Inventory: [170 Cr vs
[266 Cr; Sales:
1,995 Cr.

Contract Liabilities:
[10.22 Cr (FY25) vs
[19.16 Cr (FY24).

Revenue: [1,995 Cr.

Inventory | 36% ([96
Cr) vs Sales |
14.9%.

Material Cost: 80%
of sales.

Other Income: (104
Cr; Lease Gain: [62
Cr.

Intangible Assets:
[B32 Cr;
Depreciation: [143
Cr.

Provision for
Doubtful Deposits:
[11.44 Cr vs [B.02
Cr.

Tax %: 0.00%; Direct
Taxes: [2 Cr.

CWIP: [D Cr (FY25)

vs [ Cr (FY24).

Net Profit: [{246) Cr.

Borrowings: [1,571
Cr.

Notes Detail

Positive CFO is driven by
(103.26 Cr inventory
reduction, likely from store
closures [Note 5].

Inventory days dropped from
52 to 39; no evidence of
stuffing as stock levels fell
sharply.

Sharp drop in customer
advances suggests lower
forward-looking sales visibility
[Note 16].

Note 2.2(l) confirms agency
accounting for concessionaire
sales, preventing top-line
inflation.

Inventory reduction is faster
than sales decline, reflecting
store closures rather than
efficiency [Note 5].

Accounting policy Note 2.2(h)
remains consistent with
previous periods.

Without the [B2 Cr lease
reversal, Loss Before Tax
would be [{308.6) Cr [Note
40].

Brands and Goodwill (25% of
assets) are not amortized,
despite continuous losses
[Note 4].

Increased provisions for
deposits at closed stores act
as a drag on current earnings
[Note 10].

Company is not in a tax-paying
position; cash tax relates to
minor statutory adjustments.

Reduction in CWIP and [159
Cr PPE disposal confirms a
strategy of contraction [Note
3].

No DTA recognized on the
balance sheet, consistent with
the "Going Concern" risk [Note
2.1(a)].

Loans secured by RPG Power
Trading Co Ltd assets due to



# Check Impact Status Evidence Notes Detail
covenant breaches [Note
14(1)].

Positive FCF of [21 Cr is
Neutral — no dividends paid;

Dividend paid vs ) i - Dividend: 0%; FCF: unsustainable as it stems from
FCF is technically positive only O o .
FCF adequacy ) L [21Cr. shrinking the business
due to asset/inventory liquidation. .
footprint.
Neutral — exceptions noted Compromises the integrity of
Audit Trail where the facility was not accounting history and risks
15 . O Note 43 )
Integrity operated throughout the year for unauthorized data
certain transactions. modification.

Profit 1 — financial statements L . .
Survival is entirely contingent

Going Concern prepared on going concern basis )
16 ) . i O Note 2.1(a) on continued promoter support
Assumption despite negative net worth of ]
and bank condonations.
[661.60 Cr.
. Profit 1 — 25.75% of total assets A 20% impairment would wipe
Intangible Asset ) . )
Quality are non-amortized intangibles O Note 4 out [66 Cr of (already
despite continuous losses. negative) equity.

4. MANAGEMENT & GOVERNANCE

A. Auditor Report & Key Audit Matters * Audit Opinion: Unqualified, but includes significant emphasis on the
"Going Concern" basis despite a negative consolidated net worth of [661.60 Cr. * KAM - Impairment Testing of
Intangible Assets: Auditor flagged the valuation of Brands ([197.99 Cr) and Goodwill ((1131.27 Cr), particularly
relating to Nature’s Basket. The valuation is highly sensitive to discount rates and growth assumptions.
Management used "Relief from Royalty" and "Discounted Cash Flow" models to conclude no impairment was
necessary. * Audit Trail (Edit Log): The auditor reported a significant deficiency where the audit trail facility was
not operated throughout the year for certain transactions (Note 43). * Subsidiary Matters: A subsidiary with
assets of [7.96 Cr was audited by another auditor; one controlled entity (Employee Benefit Trust) with assets of
[1.02 Cr remains unaudited.

B. Related Party Transactions | Party | Relationship | Nature | Amount (CICr) | Concern | |:---|:---|:---|:---|:---| | RPG
Power Trading Co. | Common Control | Letter of Comfort | 131.25 Cr | Critical dependency; company cannot
secure term loans on standalone credit. | | Rainbow Investments Ltd | Promoter | Holding Entity | 58.81%
Stake | Neutral | | Spencer’'s Employee Benefit Trust | Controlled Entity | ESOP Trust | 1.02 Cr | Unaudited entity
| | Nature’s Basket Limited | Subsidiary | Letter of Comfort | Material | Spencer's provides support to loss-making
subsidiary. |

* RPT Risk Checks: RPT Credit Support ([131.25 Cr) represents 350.84% of CFO, indicating extreme
dependency on the RP-Sanjiv Goenka Group's credit standing. Term loans of [43.75 Cr and [87.50 Cr are
secured by the assets and cash flows of RPG Power Trading Company Limited.

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 the "Letter of Comfort" mechanism
functions as a structural lien on group assets.

D. Board Composition + KMP Compensation * Total Directors: 7 | Independent %: 57.14% | Women
Directors: 1 (Ms. Rekha Sethi). * KMP Compensation: Prior year aggregate KMP pay was [5.93 Cr (Anuj
Singh: [4.09 Cr; Rahul Nayak: [1.84 Cr). * Analysis: Compensation is significant relative to an Operating Loss
of -[43.00 Cr. Leadership instability is high, with the resignation of the WTD and CFO during the period.



F. Capital Allocation & Capex | Action | FY Current (JCr) | FY Prior (JCr) | % of CFO | Signal | |:---|---:]---:]---:]:--]
| Interest Payments | 164.00 Cr | 148.00 Cr | 438.39% | [J| | Net Debt Change | 193.32 Cr | 281.00 Cr |
516.76% | 0| | Lease Liabilities | 645.00 Cr | 889.00 Cr | 1,724.14% | O] | Capex | 22.00 Cr | 36.00 Cr | 58.81%
| O] | Asset Sales | 6.00 Cr | 4.00 Cr | 16.04% | Positive |

* CAPEX Analytical Notes:
o CFO/Capex ratio of 1.68 is an accounting artifact of slashing Inventory by [95.97 Cr.
o Capex is primarily maintenance; capital advances are stagnant at [2.77 Cr.

> The [159.47 Cr reduction in Gross Block confirms a massive store rationalization program,
effectively shrinking the business to survive.

> Borrowing costs (7.7%-11.4%) vs ROCE (-10%) indicates severe value destruction.

H. Risks * Technical Insolvency: Negative Net Worth of [661.60 Cr. Potential total loss of equity without
promoter life-support. (Severity: (OHigh) * Covenant Breach: Breach of financial ratios in bank loan agreements.
Lenders could recall (926 Cr in loans "on-demand." (Severity: [IHigh) * Intangible Impairment: [(329.26 Cr in
Brands/Goodwill not amortized. A 20% impairment would wipe out [66 Cr of equity. (Severity: [High) * Audit
Trail Deficiency: Edit logs not maintained for certain transactions, risking unauthorized data modification.
(Severity: OMedium) * Supplier Stretching: Trade Payables ([(B17 Cr) are 1.8x Inventory ([170 Cr). Risk of
supply chain freeze. (Severity: (OHigh) * Lease Leverage: [645 Cr in Lease Liabilities creates a fixed cost
burden that prevents P&L breakeven. (Severity: (JHigh)

5. SCORECARD & VERDICT

Part A: Scorecard

Dimension Key Evidence One-line Rationale
. . Revenue | 14.9%; Store Shrinking footprint and loss of B2C
Business Quality 2 ! . o
rationalization (159 Cr relevance to Q-Commerce.
. . Technically insolvent; survival depends
Financial Health 1 - D/E -2.37x; Net Worth -[661 Cr
on promoter support.
. . CFO from Inventory liquidation; Operating cash is a byproduct of
Earnings Quality 1 ! . . )
[62 Cr lease gain downsizing, not profits.
Management & 5 . Audit trail flags; Covenant High reliance on RPT support and
Governance breaches internal control deficiencies.

Capital Allocation & Value-destructive cycle where debt
. T 1 ! ROCE -10%; Interest > CFO . .
Earnings Visibility services interest.

BUSINESS POSITIVES (for this company this year) * Olnventory Management: Reduced Inventory Days
from 52 to 39, generating (103 Cr in cash. * JCost Reduction: Employee Benefits Expense decreased by
20.50% through rationalization. * [JAsset Monetization: Generated [6.00 Cr from the sale of fixed assets. * [J
Digital Retention: Maintained a high 84% repeat customer rate in the digital segment.

BUSINESS NEGATIVES | CONCERNS (for this company this year) * OTechnical Insolvency: Net Worth
has eroded to -[661.60 Cr, indicating the company is balance-sheet insolvent. * [JRevenue Contraction:
Revenue fell 14.92%, signaling a rapid loss of market share. * ODebt Trap: Finance Costs ((1164 Cr) now
exceed CFO ([B7 Cr) by over 4x. * JCovenant Breaches: Breached financial ratios on (926 Cr of debt, risking
immediate recall. * JAudit Red Flags: Audit Trail deficiencies and Indefinite Life assumptions on [(B32 Cr of
intangibles. * OSupplier Stress: Trade Payables are 1.8x Inventory, with [20.72 Cr aged over 3 years.



OVERALL SCORECARD SUMMARY Spencer’s Retail is in a state of technical insolvency and structural
decline, with its survival entirely dependent on the RP-Sanjiv Goenka Group's financial life support. The
company is currently "shrinking to survive," liquidating inventory and closing stores to service a debt burden that
its operations cannot support. With negative ROCE, breached covenants, and earnings masked by non-
recurring lease gains, the business is on a deteriorating trajectory with no clear path to standalone profitability.

Part B: Governance Check Matrix

# Check Status Evidence
L Unqualified (though with Going Concern
1 Audit opinion clean? ad )
emphasis).
2 Promoter pledge = 0? O No explicit equity pledge disclosed.
PAT is negative; KMP pay is a significant
3 KMP pay < 5% of PAT? O _
drain.
RPT quantum < 5% of . .
4 O Credit support (131 Cr) is 6.5% of revenue.
revenue?
5 Board > 50% independent? d 57.14% Independent.
6 At least 1 woman director? O Ms. Rekha Sethi.

No statutory dues . .
7 ) d [6.34 Cr in statutory dues outstanding.
outstanding?

8 No fraud reported? O No fraud reported in snippets.
9 Audit trail enabled? d Exceptions noted in Note 43.
10 Frequent Auditor change O No frequent change noted.

Total: 6/10 [0— Governance
Rating: 2

Part C: Investor Verdict

THESIS: A technically insolvent retailer undergoing a desperate "controlled descent” through asset liquidation
and format pivots to service a massive debt-and-lease burden. OVERALL STANCE: AVOID RATIONALE: The
business model is structurally broken, with interest costs consuming all cash flow and equity completely eroded.
RE-EVALUATE WHEN: Net Worth becomes positive AND Interest Coverage Ratio > 1.5x. BULL CASE:
Massive equity infusion by promoters ([BOO Cr+) to deleverage the balance sheet and fund a successful
Wholesale pivot. BEAR CASE: Lenders recall loans following covenant breaches, or promoters withdraw
"Letters of Comfort," leading to immediate liquidation. KEY MONITORABLE: Finance Cost as % of CFO:
Current 438% — Watch for reduction below 50%.



7. YEAR-OVER-YEAR ANALYSIS

7.1 Changes
Metric /| Theme Summary A Status Summary B Status Forensic Takeaway
. . The pace of revenue contraction has more than tripled,
Revenue 4.39% Decline 14.92% Decline . ) . )
. signaling a rapid collapse of the core B2C retail
Trajectory (2,345 Cr) (1,995 Cr)

footprint.

The capital deficiency has widened by nearly 60% in

Negative Net Worth Negative Net Worth of o ) o
one year, indicating that the company is consuming its

Solvency Depth

of [415.83 Cr [661.60 Cr . .
remaining asset base at an unsustainable rate.
. . . Operating efficiency has collapsed as negative
Margin Operating Loss of [® Operating Loss of [43 . . )
. operating leverage takes hold despite aggressive store
Trajectory Cr (0% OPM) Cr (-2% OPM) . o
rationalization.
. . CFO driven by CFO driven by Management has shifted from stretching vendor credit
Working Capital . L . Lo
PG stretching Payables liquidating Inventory to aggressively liquidating stock to generate the cash
(41 ¢Cr) (103 Cr) required for survival.
. . Asset Downsizing The strategy has pivoted from maintaining a stagnant
Capital Maintenance Capex . . . .
. (159 Cr Gross Block footprint to an active "controlled descent" by disposing
Allocation of [B6 Cr . )
reduction) of fixed assets.
. Survivalist; focus on The narrative has transitioned from seeking a
Management Defensive; focus on o R .
. "Liguidation" and turnaround to justifying a structural shrinkage of the
Tone "Value" pivots .
"Wholesale" business model.
Earnings (b Cr Exceptional (62 Cr Lease The reliance on non-cash accounting gains to mask the
Quality Gain Termination Gain true scale of net losses has increased by over 1,000%.

7.2 Persistent Patterns

 Technical Insolvency: The company remains balance-sheet insolvent with a deepening negative net
worth, surviving exclusively through promoter-group intervention.

» 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 [B32 Cr in Brands and Goodwill persists despite
continuous losses, creating a massive looming impairment risk to the remaining assets.

* Promoter Dependency: Standalone financial viability is non-existent, with a total reliance on "Letters of
Comfort" from RPG Power Trading to secure essential credit lines.

* Negative Interest Coverage: Operating earnings remain insufficient to cover finance costs in both years,
forcing the company to use debt and asset sales to pay interest.

 Audit Trail Deficiencies: The auditor has repeatedly flagged internal control gaps regarding the
maintenance of edit logs for transactions, compromising accounting integrity.

 Stagnant Private Labels: Despite strategic claims, private label contribution remains stuck at ~11%, failing
to provide the margin expansion required to offset high fixed costs.
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