Spencers Retail Ltd — FY 2024 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 is facing a structural decline with revenue contracting 4.39% to [2,345 Cr as it loses market

. . ONegative
share to Quick Commerce and discounters.
Private label contribution has stagnated at 11%, failing to provide the necessary margin expansion required to ONegative
offset rising operating costs. ¢
The company is technically insolvent with a negative Net Worth of [415.83 Cr, indicating that total liabilities ONeati
egative
significantly exceed the fair value of assets. 9
Profitability has severely deteriorated with Net Loss widening to [266 Cr and ROCE remaining deeply ONegative
negative at -10%. g
Financial health is critical as the company breached bank loan covenants, risking immediate "on-demand" ONegative
iv
debt recalls by lenders. ¢
Interest coverage of -0.80x confirms that the business cannot service its [148 Cr interest burden from [Negative
operations, leading to a value-destructive debt trap. .
Reported CFO of [B5 Cr is an accounting artifact rather than operational strength, driven entirely by ONegative
stretching Trade Payables by (41 Cr. ¢
Capital allocation is inefficient with debt being utilized for interest servicing and survival rather than growth- ONegative
iv
oriented capex or store expansion. g
Earnings quality is compromised by [B29.26 Cr in non-amortized Intangibles (Brands/Goodwill) which pose a ONegative
massive impairment risk to the balance sheet. d
Governance concerns have escalated following the resignation of both the CFO and Whole-time Director ONegative
within five months, alongside auditor-flagged audit trail deficiencies. ¢
Survival is currently contingent on a proposed [B0O Cr capital infusion and continued "Letters of Comfort" ONeutral
eutra
from the promoter group.
Investment View: AVOID; the business is in a survival race where the primary monitorable is the successful .
12 [ONegative

execution of the fundraise versus the risk of an IBC filing.

1. BUSINESS OVERVIEW

* Business Segments: Operates primarily in the organized retail sector through multi-format stores, including
hypermarkets, supermarkets, and the premium gourmet segment via its subsidiary, Nature’'s Basket Limited
(NBL).

* Revenue Drivers: Driven by food and grocery sales, fresh produce, apparel, and general merchandise. A
significant emerging driver is the Wholesale Bazaar format targeting the B2B Kirana ecosystem.



« Cost Drivers: Major costs include Material Costs (80% of revenue), Employee Benefits, Finance Costs
(interest on debt and leases), and Depreciation of Right-of-Use (ROU) assets.

« Industry Position: Facing intense competition from Quick Commerce (Zepto/Blinkit) in metros and deep-
discounters (DMart) in Tier Il cities. Positioned as a mid-to-premium player but pivoting toward value formats.

* Expansion Plans: Strategic focus on the "Wholesale Bazaar" format to capture the unorganized market.
Digital expansion via the "ORIPL" wing and omni-channel integration.

» Acquisitions & Capacity: No major recent acquisitions; focus is on store rationalization and optimizing
existing shelf space. Private Label contribution remains stagnant at 11%.

» Geographical Presence: Strong presence in East and North India, with Nature’s Basket providing a footprint
in premium Western and Southern Indian micro-markets.

» Segment Performance: Digital GMV reached [B13 Cr (up 3.6% Yo0Y). Nature’s Basket remains a material
subsidiary but faces pressure from high-end quick commerce.

2. MANAGEMENT COMMENTARY & OUTLOOK

* Management is executing "Pragati 2.0," a strategic initiative focused on digital learning, human capital, and
operational efficiency.

* The strategy is shifting toward Wholesale Bazaar (B2B), an admission that the legacy hypermarket model
requires a defensive pivot to compete with deep-discounters.

» Management highlights a high digital customer "stickiness" with an 84% repeat customer rate, aiming for
EBITDA positivity at the GMV level for digital operations.

« A critical board authorization is in place to raise [(B00 Cr through QIP, Rights Issue, or FCCBs to address
"General Corporate Purposes" and liquidity needs.

e The premium gourmet segment (Nature’s Basket) is being positioned as a "sanctuary for the connoisseur,"
though it faces increasing competition from rapid-delivery platforms.

» Management tone focuses heavily on "Shopper Delight" and ESG initiatives (Natural Capital/Green
Buildings), which contrasts sharply with the underlying financial distress.

« There is a conspicuous lack of granular detail regarding the path to achieving an Interest Coverage ratio >
1.0x or addressing the negative net worth.

» High KMP turnover is evident with the resignations of the CFO (Neelesh Bothra) and Whole-time Director
(Rahul Nayak) within a five-month span in early 2024.

* The long-term vision emphasizes a "Modern, Tech-Enabled Retailer" image, yet the immediate focus is
survival through capital infusion.

« Management Tone: The narrative attempts to project optimism through buzzwords like "Omni-channel" and
"Resultiks," but the underlying signal is one of desperation. The focus on non-core ESG metrics serves as a
distraction from the structural failure to generate enough cash to cover rent and interest. The reliance on a
pending [BOO Cr fundraise suggests the management is in a "last stand" posture to avoid insolvency.

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 2024 Mar 2023
Sales - 2,345.00 2,453.00
Sales Growth % -4.39 6.65
Expenses - 2,354.00 2,448.00
Material Cost % - 80.00 80.00
Raw material cost 1,874.00 1,965.00
Change in inventory -2.00 -5.00
Manufacturing Cost % 6.00 6.00
Employee Cost % 9.00 8.00
Other Cost % 6.00 6.00
Operating Profit -9.00 4.00
OPM % 0.00 0.00
Other Income - 23.00 32.00
Exceptional items 5.00 0.00
Other income normal 18.00 32.00
Interest 148.00 115.00
Depreciation 132.00 132.00
Profit before tax -267.00 -211.00
Tax % 0.00 0.00
Net Profit - -266.00 -210.00
Exceptional items AT 5.00 0.00
Profit excl Excep -271.00 -210.00
Profit for PE -271.00 -210.00
Profit for EPS -266.00 -210.00
Profit Growth % -29.00 -72.00
EPSinRs -29.53 -23.34

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 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

Mar 2023

45.00
-196.00
1,341.00
181.00
361.00
799.00
0.00
0.00
439.00
344.00
0.00
96.00
1,629.00
1,132.00
814.00
74.00
4.00
31.00
103.00
0.00
332.00
27.00
1,385.00
254.00
2.00
94.00
401.00
265.00
20.00
6.32
16.58
-3.14
18.00
6.00
93.00

1,629.00



Cash Flow Statement (CICrores)

Line Item Mar 2024 Mar 2023
Cash from Operating Activity - 35.00 27.00
Profit from operations -9.00 10.00
Receivables -5.00 6.00
Inventory 0.00 0.00
Payables 41.00 10.00
Loans Advances 0.00 0.00
Other WC items 6.00 -15.00
Working capital changes 42.00 2.00
Direct taxes 2.00 15.00
Cash from Investing Activity - 11.00 -26.00
Fixed assets purchased -36.00 -26.00
Fixed assets sold 4.00 1.00
Investments purchased -343.00 -45.00
Investments sold 386.00 47.00
Interest received 0.00 0.00
Acquisition of companies 0.00 0.00
Other investing items 0.00 -2.00
Cash from Financing Activity - -28.00 -5.00
Proceeds from shares 0.00 0.00
Proceeds from borrowings 257.00 219.00
Repayment of borrowings -65.00 -38.00
Interest paid fin -147.00 -115.00
Financial liabilities -73.00 -70.00
Net Cash Flow 18.00 -4.00
Free Cash Flow 3.00 1.00
CFO/OP -364.00 271.00

Key Ratios (ICrores)

Line Item Mar 2024 Mar 2023
Debtor Days 4.00 3.00
Inventory Days 52.00 49.00
Days Payable 75.00 64.00
Cash Conversion Cycle -19.00 -12.00
Working Capital Days -99.00 -79.00

ROCE % -10.00 -8.00



3.2 Financial Analysis Summary

* Revenue from operations declined by 4.39% to [2,345.00 Cr, signaling store rationalization or market share
loss, while Contract Liabilities (Advances) rose 28.47% to [18.32 Cr, indicating a growing reliance on gift
vouchers to support immediate liquidity.

» The company reported an Operating Profit loss of [9.00 Cr compared to a profit of [4.00 Cr in the prior year,
with EBITDA Margin deteriorating to -0.38% as Employee Cost % rose to 9.00% and Finance Cost surged
28.45% to [148.00 Cr.

« Finance Cost of [148.00 Cr is driven by high interest rates (up to 11.70% p.a.) and increased Total Debt,
which rose to [1,622.00 Cr, including [889.00 Cr in Lease Liabilities; this resulted in a critical Interest
Coverage ratio of -0.80x, meaning the business cannot service debt from operations.

* Net Profit loss widened to [266.00 Cr, further eroding the Net Worth to a negative [(416.00 Cr, which
classifies the group as technically insolvent and reliant on a "Letter of Comfort" from RPG Power Trading Co.
for credit support.

» CFO was positive at [B5.00 Cr despite the heavy Net Profit loss, but this was largely artificial as it was driven
by a [41.00 Cr increase in Trade Payables, indicating the company is stretching supplier payments to 75
days to manage cash.

* Inventory remained flat at [266.00 Cr despite falling Revenue, causing Inventory Days to rise to 52 days
and signaling a slowdown in turnover and potential obsolescence risk in stock-in-trade.

* Fixed Assets (including ROU assets) stand at [1,211.00 Cr, but Asset Turnover deteriorated to 1.38x, while
Depreciation of [132.00 Cr reflects the heavy capital-intensive nature of the leased store model.

¢ Intangible Assets of [832.00 Cr, comprising Brands ([1197.99 Cr) and Goodwill ((131.27 Cr), are not
amortized due to "Indefinite Useful Life," posing a massive impairment risk to the Balance Sheet if future
cash flows falter.

» Working Capital Days improved to -99 days, but this is a sign of distress rather than efficiency, as it is fueled
by the [885.00 Cr in Trade Payables exceeding Inventories and Trade Receivables combined.

» Cash from Financing Activity showed a net inflow from Proceeds from borrowings of [257.00 Cr, which
was consumed by [1147.00 Cr in Interest paid and [73.00 Cr in Financial liabilities (lease repayments),
leaving little for growth Capex.

* ROCE worsened to -10.00%, reflecting the inability of the asset base to generate positive returns, while the
breach of financial covenants remains a high-level forensic red flag for potential "on-demand" loan recalls.

» Other Assets include Security Deposits of [44.48 Cr which are "locked" in store leases, while Other
Liabilities include a [56.81 Cr liability for capital goods, suggesting even minimal Capex is being funded by
stretching vendors.

» Other Expenses of [283.16 Cr (12.07% of revenue) remain a significant drag, though slightly reduced YoY,
they fail to offset the impact of rising Finance Costs.

» The dominant financial theme of the year is Technical Insolvency, where the company is trapped in a cycle
of using fresh debt and supplier stretching to service interest and lease obligations amidst declining revenues.

3.3 Contingent Liabilities & Commitments

* Capital Commitments: The Group has unexecuted capital contracts of [2.66 Cr, primarily for new store fit-
outs, adding to cash outflow pressure.

» Margin Money: Deposits of [0.07 Cr are encumbered against bank guarantees, limiting free cash availability.

« Litigation: Claims against the Group are pending, though specific quantum for the current year was not
disclosed in the primary notes.



* Guarantees: Reliance on a "Letter of Comfort" from RPG Power Trading Company Limited to secure term
loans of [148.75 Cr.



3.9 Earnings Quality & Forensic Checks



# Check

1 PAT vs CFO trend

Receivables &
2 channel-stuffing
signal

Revenue timing
(Advances)

Revenue from
related parties %

Inventory vs
revenue growth

Inventory
6 valuation method
change

Exceptional items
in operating profit

Depreciation rate
8 vs useful life

policy
Provision

9 reversals boosting
PAT

Tax rate
consistency

CWIP age and
stalling projects

11

Deferred tax asset
recognition

12

RPT quantum and

13
trend

Dividend paid vs

14
FCF adequacy

15

Impact

Profit | — positive CFO of [B5 Cr
is artificial, driven by stretching

payables by [41 Cr.

Revenue 11 — receivables rose

25% while sales fell 4.4%,
suggesting aggressive credit
terms.

Revenue 1 — customer advances
rose 28%, providing immediate

cash but committing future
revenue.

Neutral — standalone credit

weakness is masked by promoter-

backed letters of comfort.

Profit | — flat inventory against
falling sales indicates slowing
turnover and obsolescence risk.

Neutral — consistent use of

moving weighted average prevents
year-on-year profit manipulation.

Profit 1 — one-time exceptional
gain of [5 Cr artificially reduces the

reported net loss.

Profit | — heavy depreciation on
ROU assets reflects the high cost

of leased model.

Profit 1 — reversal of obsolete
inventory provision provided a

[1.78 Cr non-cash boost.

Neutral — zero tax rate is
consistent with massive

accumulated losses and negative

equity.

Neutral — low CWIP indicates a

strategic halt in new store
expansion and fit-outs.

Profit | — non-recognition of DTA
signals management's lack of

confidence in near-term
profitability.

Neutral — promoter group

maintains 58.81% stake, providing
essential but high-risk survival

support.

Neutral — zero dividend payout is

mandatory given technical

insolvency and negative reserves.

Status

Evidence

PAT: -[266 Cr; CFO:
[B5 Cr; Payables: +
41 Cr

Receivables: [25 Cr vs
[20 Cr; Sales: -4.39%

Contract Liabilities:
[18.32 Crvs [14.26 Cr

Letter of Comfort for
[148.75 Cr loans

Inventory: [266 Cr (0%
change); Sales:
-4.39%

Moving weighted
average method used

Exceptional items: [5
Crin FY24 vs Nil in
FY23

Depreciation: [132 Cr;
ROU Depreciation:
[B5.02 Cr

Provision reversal:
[1.78 Cr

Tax %: 0%; PBT: -[267
Cr

CWIP: 1 Crvs [2 Cr

DTL: [20.10 Cr; No
DTA recognized on
losses

Promoter holding:
58.81%; Negative
Equity: [415.83 Cr

Dividend: 0%; FCF: (B
Cr; Reserves: -[#61 Cr

Notes Detail

CFO vs PAT analysis; Note
17 on stretching supplier
cycles.

Note 7: 16.3% of
receivables are aged over
3 years.

Note 16: Growing reliance
on gift vouchers and
loyalty balances.

Note 14.1(a): Reliance on
RPG Power Trading for
credit support.

Note 5: Slowdown in
"Stock-in-trade" turnover
ratio to 8.81x.

Note 2.2(f): Accounting
policy for inventory
valuation.

P&L Statement:
Exceptional items line
entry.

Note 2.2(c): Depreciation
includes significant ROU
asset charges.

Note 2.2(f): Reversal of
provision for obsolete
inventory.

P&L Statement: Tax
expense and PBT
reconciliation.

Balance Sheet: Capital
Work-in-Progress line item.

Note 2.2(q): Absence of
"convincing evidence" for
future taxable profits.

Note 12(e) and Note 14.1:
Promoter support and
credit backing.

P&L and Balance Sheet:
Dividend and Reserves
data.



# Check Impact Status Evidence Notes Detail

Neutral — Edit logs not maintained Significant internal

Audit Trail . ] . Note 43: Auditor reported
. for certain transactions throughout control deficiency L .
Deficiency lack of audit trail facility.
the year. reported
Profit 11 — Explicit breach of ) ) . .
Covenant ) ) . Breach of financial Note 14.4: Risk of "on-
. financial ratios in bank loan O
Compliance covenants demand" loan recalls.
agreements.
. Profit 1 — Brands and Goodwiill - . Note 4: Massive
Intangible Asset ) . Indefinite useful life . ) ) )
) (CB29 Cr) not amortized despite ad ) impairment risk to negative
Valuation policy
deep losses. net worth.

4. MANAGEMENT & GOVERNANCE

A. Auditor Report & Key Audit Matters

* Audit Opinion: Unqualified.

* KAM - Impairment Testing of Intangible Assets: The auditor flagged the valuation of Brands ((1197.99 Cr)
and Goodwill ((1.31.27 Cr) as a KAM. The concern centers on the high degree of management judgment in
"Relief from Royalty" and "Discounted Cash Flow" (DCF) models. Management engaged independent
specialists to validate growth and discount rates.

« Internal Control Deficiency: The auditor reported a significant deficiency regarding the Audit Trail (edit
log) facility, which was not operated throughout the year for certain transactions.

» Going Concern: Financial statements are prepared on a going concern basis despite a negative
consolidated net worth of [(415.83 Cr.

 Auditor Fees: Total fees of [1.47 Cr (Spencer’s: [1.31 Cr; Nature’s Basket: [D.16 Cr).

B. Related Party Transactions

. . Amount (O
Relationship Nature cn Concern
. Common Letter of High dependency on promoter-group credit

RPG Power Trading Co. 148.75 Cr

Control Comfort support for term loans.

. Holding 43.94%
Rainbow Investments Ltd ~ Promoter . Neutral
Entity Stake
Spencer’s Employee Controlled
i ) ESOP Trust 1.02 Cr Neutral

Benefit Trust Entity

* RPT Risk: The Group relies on a "Letter of Comfort" from RPG Power Trading Company Limited to secure
term loans of [48.75 Cr and [1.00.00 Cr. Survival is contingent on the Promoter Group's credit-standing.

C. Shareholding

Mar 2024 Mar 2023

Category (%) (%)
Promoter Group 58.81 58.81
Public 41.19 41.19

* Promoter holding is stable, but the reliance on "Letters of Comfort" indicates equity has limited
standalone collateral value.



D. Board Composition + KMP Compensation

* Total Directors: 7 | Independent %: 57.14% | Women Directors: 1 (Ms. Rekha Sethi).
« KMP Compensation:
> Anuj Singh (CEO & MD): [4.09 Cr
o Rahul Nayak (WTD): [1.84 Cr (Resigned May 2024)
* Analysis: Aggregate KMP pay of [5.93 Cr is significant against an Operating Loss of [9.00 Cr.

Compensation is sustained despite a 4.38% revenue decline and widening net losses. No family members
are listed in the executive management team.

F. Capital Allocation & Capex

Action FY Current (CICr) FY Prior (CCr) % of CFO

Interest Payments 147.99 Cr 115.21 Cr 422.83% O
Net Debt Change 281.00 Cr 181.00 Cr 802.86% U
Lease Liabilities 888.59 Cr 799.08 Cr 2,538.83% U
Capex 36.00 Cr 26.00 Cr 102.86% [

« CAPEX Analytical Notes:
- CFO Coverage: CFO/Capex ratio is 0.97. Operations do not self-fund maintenance capex.
- Nature: Primarily unexecuted capital contracts of [2.66 Cr for store fit-outs.
- Efficiency: Revenue declined 4.38% despite [B6 Cr in capex, indicating poor deployment efficiency.

- Takeaway: Borrowings increased by [281 Cr, but the bulk is used to fund operating losses and interest
rather than productive growth.

H. Risks

e Liquidity & Solvency: Negative Net Worth of [415.83 Cr. Technical insolvency; reliance on promoter
support. (Impact: Extreme; risk of cessation of operations).

» Covenant Breach: Breach of financial ratios in bank loan agreements. (Impact: High; lenders could recall
loans "on-demand").

e Impairment of Intangibles: [B29.26 Cr in Brands/Goodwill not amortized. (Impact: High; a 10%
impairment would deepen negative equity by [B3 Cr).

* Audit Trail Deficiency: Edit logs not maintained. (Impact: Medium; risk of unauthorized data modification).
e Lease Leverage: [888.59 Cr in Lease Liabilities. (Impact: High; fixed burden prevents P&L breakeven).

e Supplier Stretching: Trade Payables increased 11.94% while Sales fell 4.38%. (Impact: Medium;
potential supply chain disruption if vendors stop credit).



5. SCORECARD & VERDICT

Part A: Scorecard

Dimension Key Evidence One-line Rationale
. . Revenue -4.39%, Private Weakening competitive position against
Business Quality 2 - . .
Label stagnant at 11% Quick Commerce and discounters.
. . D/E negative, Interest Technically insolvent with negative net worth
Financial Health 1 !
Coverage -0.80x and breached covenants.
. ) CFO > PAT driven by +[41 Cr  Positive CFO is an accounting artifact of
Earnings Quality 2 ! . )
Payables stretching supplier payments.
Management & 5 . High KMP turnover, Audit trail ~ Leadership instability and internal control
Governance deficiency gaps during financial distress.
Capital Allocation & 1 . ROCE -10%, Debt used for Value-destructive cycle where debt funds
Earnings Visibility interest survival, not growth.

BUSINESS POSITIVES (for this company this year) * OPromoter Support: Promoter holding remains stable
at 58.81% with continued credit support via "Letters of Comfort." * [Digital Stickiness: Achieved an 84%
repeat customer rate in the digital segment with GMV of [B13 Cr. * JWorking Capital Cycle: Cash
Conversion Cycle improved to -19 days, though this is largely due to stretching payables.

BUSINESS NEGATIVES | CONCERNS (for this company this year) * (Technical Insolvency: Consolidated
Net Worth is negative [415.83 Cr, indicating the company is balance-sheet insolvent. * [JCovenant Breach:
Explicit disclosure of breaching financial covenants in bank loan agreements (Note 14.4). * [Artificial Cash
Flow: CFO of [B5 Cr is entirely driven by a (41 Cr increase in Trade Payables; underlying operations are
cash-negative. * ODebt Trap: Interest costs of (1148 Cr exceed operating capacity, with Interest Coverage at
-0.80x. * [Leadership Instability: Resignation of both the CFO and Whole-time Director within a 5-month
window. * Olmpairment Risk: [829.26 Cr in non-amortized Intangibles poses a massive risk to an already
negative equity base.

OVERALL SCORECARD SUMMARY Spencer’s Retail is in a state of technical insolvency, characterized by a
negative net worth and a total reliance on promoter-backed credit support. Financial health is poor, with
operating losses and high interest costs creating a value-destructive cycle where fresh debt is used to service
existing obligations. Governance is under pressure due to high KMP turnover and internal control deficiencies
regarding audit trails. The business is on a deteriorating trajectory as it struggles to find a profitable niche
against aggressive competition.



Part B: Governance Check Matrix

revenue?

# Check

1 Audit opinion clean?

2 Promoter pledge = 0?

3 KMP pay < 5% of PAT?

4

5 Board > 50% independent?
6 At least 1 woman director?
7

8 No fraud reported?

9 Audit trail enabled?

10 Frequent Auditor change

Final line: "Total: 7/10 00— Governance
Rating: 2"

Part C: Investor Verdict

RPT quantum < 5% of

No statutory dues
outstanding?

Status

0

Evidence
Unqualified opinion (p.187)

Not explicitly disclosed; reliance on Letters
of Comfort

PAT is negative; KMP pay is [5.93 Cr

No major RPT sales/purchases reported

57.14% (4 out of 7)

Ms. Rekha Sethi

No major defaults reported in snippets

None reported in auditor's statement
Deficiency noted by auditor (Note 43)

No change reported this year

THESIS: A distressed retail turnaround play that is currently technically insolvent and surviving solely on
promoter-group life support. OVERALL STANCE: AVOID RATIONALE: The business model fails to cover
interest and lease costs, and the positive CFO is an artifact of stretching vendor payments. RE-EVALUATE
WHEN: Net Worth becomes positive AND Interest Coverage Ratio exceeds 1.5x. BULL CASE: Successful [B0OO
Cr fundraise leads to immediate debt reduction and the "Wholesale Bazaar" format achieves DMart-like
inventory turns. BEAR CASE: Lenders invoke "on-demand" recall following covenant breaches, leading to an
IBC filing. KEY MONITORABLE: Trade Payables vs Inventory: [B85 Cr — watch for vendor contraction.



7. YEAR-OVER-YEAR ANALYSIS

7.1 Changes
Metric /| Theme Summary A Status Summary B Status Forensic Takeaway
. The business has shifted from modest growth to a
Revenue 6.65% Growth 4.39% Decline . . .
. contraction phase, signaling a loss of market share to
Trajectory (2,453 Cr) (2,345 Cr)

competitors.

The capital deficiency has nearly tripled in a single year,
indicating an accelerating erosion of the residual equity
base.

Negative Net Worth Negative Net Worth

Solvency Depth
of [150.47 Cr of [(415.83 Cr

Management has pivoted from cleaning the balance sheet

Working Capital Receivables dropped  Payables stretched ] . o
to aggressively delaying vendor payments to artificially

Strategy 26% via write-offs by (41 Cr ) N .
sustain positive operating cash flow.
. The company has entered a terminal debt trap where fresh
Capital Debt used to fund Debt used to fund . )
. borrowings are consumed by finance costs rather than
Allocation [26 Cr Capex [148 Cr Interest ) .
productive asset creation.
. Focus on The narrative has shifted toward B2B pivots and non-
Management Focus on "Value N v e . . . .
) Wholesale Bazaar financial ESG metrics to distract from the structural failure
Tone Market" pivot
& ESG of the core B2C hypermarket model.
L L . The emergence of internal control lapses regarding
Governance Audit trail enabled Audit trail (edit logs) . . . ) .
. . transaction logs during a period of financial distress
Controls and functional deficiency noted

increases the risk of accounting manipulation.

. ) . Core operations have turned fundamentally loss-making at
Operating Profit of (4  Operating Loss of

Margin Profile the contribution level before considering the massive fixed-
Cr (0.16%) (9 Cr (-0.38%)
cost burden.

7.2 Persistent Patterns

* Technical Insolvency: The company remains balance-sheet insolvent with negative consolidated net
worth in both periods, surviving solely on promoter-backed credit support.

» Covenant Breaches: Management has consistently breached financial ratios in bank loan agreements
across both years, leaving the company vulnerable to "on-demand" loan recalls.

* Intangible Asset Inflation: The refusal to amortize [829-332 Cr in Brands and Goodwill persists despite
deep losses, creating a massive looming impairment risk that would further collapse the equity base.

* Negative Interest Coverage: Operating earnings remain insufficient to cover interest obligations
(Interest Coverage < 0), necessitating continuous refinancing to stay afloat.

* KMP Instability: High turnover in key leadership roles (CEO, CFO, CS, and Directors) continues to signal
organizational instability and a lack of long-term strategic continuity.

* Promoter Dependency: The business model remains a captive entity of the promoter group, relying on
"Letters of Comfort" and credit standing rather than standalone financial viability.

» Stagnant Private Labels: Private label contribution remains stuck at approximately 11%, failing to provide
the margin expansion necessary to offset rising utility and lease costs.

v5-Gemini | 127 pages | 149 chunks
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