Bajaj Consumer Care 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

BCCL is a debt-free FMCG incumbent currently executing a high-stakes structural pivot from a single-brand

- . . ONeutral
hair oil focus toward a diversified personal care model.
Revenue contracted by 1.96% to 965 Cr, reflecting persistent rural and urban headwinds and a 98% ONegative
concentration in the Personal Care segment. ¢
Operating Profit Margin (OPM) compressed from 16% to 13%, driven by negative operating leverage ONeati
egative
and a 70% spike in professional fees to 32.16 Cr. g
PAT declined 19% YoY to 125 Cr, significantly underperforming revenue due to margin erosion and ONegative
increased expenditure. g
The balance sheet remains exceptionally strong with a Debt/Equity ratio of 0.01x and an interest OPositive
itiv
coverage ratio of 128x.
Cash Flow from Operations (CFO) plummeted 44% to 65 Cr, with the CFO/PAT ratio deteriorating to ONeqati
egative
0.52 due to a 35 Cr working capital drain. .
Capital allocation was aggressive, featuring a [206.23 Cr share buyback and a [59.52 Cr strategic OPositive
acquisition of 49% of Banjara’s to enter the South Indian market.
Earnings quality is under significant stress as Trade Receivables surged 63.29% to 72 Cr despite ONegative
1\
falling sales, indicating aggressive credit terms or collection issues. g
Governance is characterized by persistent promoter-centric leakages, including a 1% revenue royalty ONegative
( 9.47 Cr) and 100% of CSR funds flowing to promoter entities. g
Asset utilization is hampered by 26.17 Cr locked in a stalled Worli building project for over three ONegative
years, posing a material impairment risk. ¢
The outlook is clouded by a leadership transition (new MD July 2025) and the need for "Project Aarohan" ONeutral
eutral
geo-fencing to successfully curb prior channel stuffing.
Stance: WATCH; key monitorables include the integration of Banjara’s and whether Debtor Days exceed the ONeutral

35-day threshold (currently 27 days).

1. BUSINESS OVERVIEW

* Business Segments: BCCL operates in a single reportable segment: "Cosmetics, Toiletries and Other
Personal Care products,” with a heavy historical reliance on Alimond Drops Hair Oil (ADHO).

* Revenue Drivers: Core revenue is driven by the "Sale of Goods" (98.44% of total), supplemented by
government grants (1.36%). Growth is currently being sought through "digital-first" personal care extensions
(shampoos, conditioners, lotions) and 100% Pure Coconut Oil.



« Cost Drivers: Major costs include Raw Materials (LLP and vegetable oils), Advertisement and Sales
Promotion (14.64% of revenue), and Employee Benefits (11.59% of revenue).

« Industry Position: BCCL is a niche leader in the Light Hair Oil category but is currently pivoting to become a
multi-category personal care challenger to combat category stagnation.

» Expansion Plans: Aggressive expansion into the Natural/Ayurvedic space via the Banjara’s brand and
scaling the "Almond Drops" equity into high-margin personal care categories.

* Acquisitions: Acquired a 49% stake in Vishal Personal Care Ltd (Banjara’s brand) for [59.52 Cr in March
2025, with a path to 100% ownership.

» Capacity Additions: Shift toward in-house manufacturing is evident as finished goods inventory rose while
stock-in-trade fell.

» Geographical Presence: Historically strong in North/Central India; the Banjara’s acquisition provides a
strategic entry point into the South Indian market.

2. MANAGEMENT COMMENTARY & OUTLOOK

* Strategy Pivot: Management is transitioning the company from a "one-trick pony" (ADHO) to a multi-
category personal care player through inorganic growth and digital-first product launches.

« Leadership Transition: MD Jaideep Nandi will exit on June 30, 2025, with Naveen Pandey taking over on
July 1, 2025, introducing execution risk during a period of structural change.

» Growth & Margin Guidance: Focus has shifted toward "resilience" and "agility." Management is using E-
commerce and Quick Commerce as a "sandbox" for high-margin personal care extensions to avoid the high
costs of traditional General Trade launches.

* Demand Environment: Core volumes remain under pressure due to urban food inflation and rural down-
trading, leading to a 1.96% contraction in revenue.

* Project Aarohan: A Route-to-Market overhaul utilizing geo-tagging and geo-fencing (restricting sales force to
a 100m radius of outlets) to ensure "genuine" field visits and curb channel stuffing.

* Modern Trade Challenges: Growth was dampened by the closure of 400-500 stores of a major retail partner,
highlighting concentration risk in the MT channel.

- Digital Transformation: Upgrade to SAP S/4 HANA is complete, aimed at supporting Quick Commerce
ambitions and real-time analytics.

« Capital Allocation: Completed a [166 Cr buyback (tender offer) while simultaneously investing in inorganic
growth, signaling a dual focus on returning cash and buying growth.

 Long-term Vision: To build a diversified personal care portfolio where non-ADHO products contribute a
significantly higher portion of the revenue mix.

* Management Tone: The management has moved from "denial" of stagnation to "active surgery" of the
business model. The focus on "genuine" sales (geo-fencing) shows a newfound maturity in addressing prior
accounting/receivable red flags. The overall tone is Cautiously Aggressive.

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 - 965.00 984.00
Sales Growth % -1.96 2.42
Expenses - 837.00 829.00
Material Cost % - 45.77 44.96
Raw material cost 441.00 449.00
Change in inventory 1.00 -6.00
Manufacturing Cost % 2.87 2.77
Employee Cost % 11.59 10.28
Other Cost % 26.56 26.21
Operating Profit 128.00 155.00
OPM % 13.00 16.00
Other Income - 36.00 45.00
Exceptional items 1.60 3.38
Other income normal 34.31 41.29
Interest 1.00 1.00
Depreciation 10.00 10.00
Profit before tax 153.00 189.00
Tax % 18.00 18.00
Net Profit - 125.00 155.00
Exceptional items AT 1.00 3.00
Profit excl Excep 124.00 153.00
Profit for PE 124.00 153.00
Profit for EPS 125.00 155.00
Profit Growth % -19.00 10.00
EPSinRs 9.14 10.88

Dividend Payout % 0.00 28.00



Balance Sheet ((ICrores)

Line Item Mar 2025 Mar 2024
Equity Capital 14.00 14.00
Reserves 734.00 816.00
Borrowings - 4.00 9.00
Short term Borrowings 0.00 0.00
Lease Liabilities 4.17 8.75
Other Borrowings 0.00 0.00
Other Liabilities - 149.00 144.00
Trade Payables 50.00 40.00
Advance from Customers 4.00 5.00
Other liability items 95.00 99.00
Total Liabilities 901.00 984.00
Fixed Assets - 154.00 158.00
Land 67.00 67.00
Building 62.00 62.00
Plant Machinery 29.00 25.00
Equipments 7.00 8.00
Computers 0.00 0.00
Furniture n fittings 1.00 2.00
Vehicles 2.00 2.00
Intangible Assets 108.00 108.00
Other fixed assets 5.00 5.00
Gross Block 281.00 277.00
Accumulated Depreciation 127.00 119.00
CWIP 28.00 28.00
Investments 401.00 586.00
Other Assets - 318.00 212.00
Inventories 55.00 56.00
Trade receivables - 72.00 44.00
Receivables over 6m 8.00 6.00
Receivables under 6m 64.00 38.00
Prov for Doubtful -1.00 0.00
Cash Equivalents 112.00 44.00
Loans n Advances 21.00 15.00
Other asset items 58.00 53.00

Total Assets 901.00 984.00



Cash Flow Statement (CICrores)

Line Item Mar 2025 Mar 2024
Cash from Operating Activity - 65.00 116.00
Profit from operations 128.00 156.00
Receivables -28.00 -15.00
Inventory 1.00 -5.00
Payables 3.00 19.00
Loans Advances 0.00 0.00
Other WC items -11.00 -5.00
Working capital changes -35.00 -6.00
Direct taxes -28.00 -34.00
Cash from Investing Activity - 155.00 12.00
Fixed assets purchased -6.00 -5.00
Fixed assets sold 0.00 0.00
Investments purchased -60.00 -6.00
Investments sold 249.00 0.00
Interest received 31.00 40.00
Other investing items -60.00 -17.00
Cash from Financing Activity - -212.00 -120.00
Proceeds from shares 0.00 0.00
Proceeds from borrowings 0.00 0.00
Repayment of borrowings 0.00 0.00
Interest paid fin 0.00 0.00
Dividends paid 0.00 -114.00
Financial liabilities -5.00 -5.00
Other financing items -206.00 -1.00
Net Cash Flow 8.00 9.00
Free Cash Flow 59.00 112.00

CFO/OP 73.00 97.00



Key Ratios ([JCrores)

Line Item Mar 2025 Mar 2024
Debtor Days 27.00 16.00
Inventory Days 45.00 46.00
Days Payable 41.00 33.00
Cash Conversion Cycle 31.00 30.00
Working Capital Days 21.00 7.00
ROCE % 19.00 23.00

3.2 Financial Analysis Summary

* Revenue from operations witnessed a contraction of 1.96% YoY to [965.00 Cr, primarily driven by a [18.23
Cr decline in core "Sale of Goods," signaling weakening volume or pricing power in the personal care
segment.

* Operating Profit margins (OPM %) compressed from 16.00% to 13.00% as Employee Cost % rose to
11.59% (up from 10.28%) despite falling sales, reflecting negative operating leverage where salaries and
wages increased by [10.41 Cr.

» Other Expenses were impacted by a sharp 70.43% spike in Legal & Professional Expenses to [32.16 Cr,
which suggests significant litigation or consulting activity and partially offset the tactical [20.98 Cr reduction in
Advertisement and Sales Promotion spending.

* Net Profit (PAT) declined by 19.00% to [125.00 Cr, further pressured by a reduction in Other Income from
[45.00 Cr to [B6.00 Cr, while the effective tax rate remained low at 18% due to tax holiday benefits.

» Trade Receivables exhibited a significant red-flag divergence, growing 63.29% to [72.00 Cr against a
Revenue decline, causing Debtor Days to deteriorate from 16 to 27 days and signaling potential channel
stuffing or collection inefficiencies.

» Cash from Operating Activity (CFO) plummeted to [65.00 Cr from [116.00 Cr, resulting in a poor CFOIPAT
conversion of 0.52, largely due to a [B5.00 Cr drain from Working Capital changes, specifically the [28.00
Cr increase in Receivables.

* Investments on the Balance Sheet decreased from [586.00 Cr to [401.00 Cr as the company liquidated
[249.00 Cr of holdings to fund a [206.23 Cr share buyback and a [59.52 Cr acquisition of a 49% stake in
Vishal Personal Care Ltd.

« Capital Work-in-Progress (CWIP) remained stagnant at [28.00 Cr, with [26.17 Cr related to the
"Commercial Building Worli" which has been outstanding for over 3 years, indicating a non-productive, stalled
asset.

* Total Debt remains negligible with a Debt/Equity of 0.01, as the [4.00 Cr in Borrowings consists entirely of
Lease Liabilities, which decreased by 52.34% YoY following [5.36 Cr in repayments.

* Free Cash Flow (FCF) fell to [69.00 Cr from [112.00 Cr, as CFO weakened while Capex remained steady
at [6.00 Cr, reducing the FCFIPAT ratio to 0.47.

* ROCE % and ROE % both deteriorated to 19.00% and 16.71% respectively, reflecting the combined impact
of margin compression, declining Asset Turnover, and the utilization of cash reserves for buybacks.

* Other Assets were impacted by Balances with Government Authorities ([52.10 Cr), representing 8% of
current assets and indicating significant capital tied up in tax refunds/GST inputs.

« Other Liabilities include [73.35 Cr in "Other Outstanding Liabilities," a large bucket (nearly 10% of equity)
lacking transparency.



» The dominant financial theme of the year is a transition from organic cash generation to aggressive capital
reallocation, where stagnant Revenue and deteriorating Working Capital efficiency were countered by
liquidating the treasury for a large buyback and inorganic expansion.

3.3 Contingent Liabilities & Commitments

* Indirect Tax Disputes: [9.32 Cr in pending claims; management does not expect a material adverse effect.

* Lease Commitments: New commitments of [18.91 Cr (total) appeared in FY25 for low-value/short-term
assets not recorded as lease liabilities.

 Capital Commitments: Fixed deposits of [0.58 Cr are lien-marked for bank guarantees issued to tax
authorities.



3.9 Earnings Quality & Forensic Checks



# Check

1 PAT vs CFO trend

Receivables &
2 channel-stuffing
signal

3 Revenue timing

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
10 + cashtax vs P&L
tax

CWIP age and
stalling projects

11

Deferred tax asset
12 recognition
adequacy

RPT quantum and
trend

13

14

Impact

Profit | — earnings
overstate cash; CFO of [65
Cr is only 52% of PAT.

Revenue 11 — channel
stuffing risk; receivables
rose 63% while revenue
declined by 2%.

Neutral — revenue
recognized on control

transfer; customer advances

remained stable at (4 Cr.

Neutral — related party
sales are minimal at 1% of
total revenue.

Profit | — finished goods
build-up; inventory days flat
while sales volume
contracted.

Neutral — consistent
application of lower of cost
or NRV on weighted
average.

Profit + — non-recurring
gains of [1.6 Cr included in
PBT calculation.

Profit 1 — conservative
WDV method front-loads
expenses, resulting in lower
current charges.

Profit + — provision for
doubtful debts of (1 Cr
reversed in FY25.

Profit 1 — effective tax rate
of 18% is below statutory
corporate rates.

Profit | — potential
impairment risk; (26 Cr
project stalled for over 3
years.

Neutral — no deferred tax
recognized for temporary
differences during tax
holiday.

Profit | — value leakage via
royalty; [9.47 Cr paid to
promoter entity.

Status

Evidence

PAT [125 Cr vs CFO
[65 Cr; CFO/PAT fell
from 75% to 52% YoY.

Receivables [72 Cr
(FY25) vs (44 Cr
(FY24); Sales Growth
-1.96%.

Advance from
Customers [4.00 Cr
(FY25) vs [5.00 Cr
(FY24).

Sales to Associate
[10.21 Cr on total
revenue of [965 Cr.

Inventory [55 Cr;
Finished Goods rose to
[26.34 Cr from [19.86
Cr.

No change in valuation
policy reported in
FY25.

Exceptional items
[1.60 Cr (FY25) vs
[B.38 Cr (FY24).

Depreciation flat at (10
Cr; Gross Block
increased by (4 Cr.

Prov for Doubtful -
[1.00 Cr (FY25) vs
[D.00 Cr (FY24).

Tax % at 18.00%;
Direct taxes paid [28
Cr vs P&L tax [28 Cr.

CWIP [28 Cr;
"Commercial Building
Worli" [26.17 Cris >3
years old.

Deferred tax not
recognized for holiday
period reversals.

Royalty [9.47 Cr,
Outstanding royalty
payable doubled to
[4.28 Cr.

Notes Detail

Cash flow conversion
deteriorated significantly due
to working capital drag (Note
126).

Note 11: Receivables grew
63.29% despite falling sales,
signaling aggressive credit
terms.

Note 2.9: Revenue recognized
net of returns/rebates when
control transfers to customer.

Note 51.2: Sales to associate
company (Vishal Personal
Care) are at arm's length.

Note 10: Shift toward in-house
manufacturing or slowing off-
take of finished products.

Note 2.12: Standard valuation
using Weighted Average basis
for inventory.

P&L: Exceptional items
represent non-operating gains
that boost reported PBT.

Note 2.6: Written Down Value
(WDV) basis used, which is
more conservative than SLM.

Balance Sheet: Negative
provision indicates a reversal
that non-cash boosts PAT.

Note 14.2: Tax holiday at
major plant reduces rate;
creates future "tax cliff" risk.

Note 3: Stalled capital project
indicates non-productive asset
requiring impairment test.

Note 14.2: Conservative
accounting for tax holiday
period temporary differences.

Note 51.2/51.3: Annual royalty
to Bajaj Resources; settlement
delays increasing payables.



# Check Impact Status Evidence Notes Detail

Neutral — dividend . Cash Flow: Shift in capital
o . Dividend Payout 0%; . -
Dividend paid vs suspended to fund (206 Cr allocation from dividends to
. . FCF 59 Cr; Buyback ]

FCF adequacy buyback and inorganic (206 C buybacks and associate

. r. .

investment. investment.

. ] Potential non-audit consulting
Auditor Profit | — Legal & Legal & Prof Exp . . ]
. fees included in professional
15 Independence / Fee  Professional expenses O [B2.16 Crvs [18.87 Cr .
) ) expenses may impact
Spike spiked 70.43% to [B2.16 Cr. YoY. )
independence.
. Management concluded no
) ) . o Goodwill (43.00 Cr ) ; )
Goodwill Impairment  Profit | — Subjective impairment, but fair value
16 . . . O related to Uptown o
Risk valuation of (43 Cr Goodwill. ) assessment of CGU is highly
Properties.

subjective.

4. MANAGEMENT & GOVERNANCE

A. Auditor Report & Key Audit Matters * Audit Opinion: Unqualified. * KAM 1: Impairment of Financial
Assets: Focus on valuation of [(B40.70 Cr in G-Secs and Bonds. Auditor scrutinized the "Simplified Approach"
for ECL and historical loss alignment. * KAM 2: Useful Life of PPE: Assessment of depreciation estimates for
manufacturing assets amid automation shifts. * KAM 3: Goodwill Impairment: Annual testing of [(43.00 Cr
goodwill (Uptown Properties). Management concluded no impairment, though it remains subjective. * Internal
Controls: Auditor confirmed proper internal financial controls were operating effectively.

B. Related Party Transactions | Party | Relationship | Nature | Amount (Cr) | Concern | |:---|:---|:---|:---|:---| | Bajaj
Resources Pvt Ltd | Promoter Entity | Royalty Expense | 9.47 Cr | Recurring cash leakage (1% of Rev) | |
Kamalnayan Bajaj Foundation | Promoter Entity | CSR Contribution | 3.84 Cr | 100% of CSR to promoter
foundation | | Vishal Personal Care Ltd | Associate | Investment (Acquisition) | 59.52 Cr | Significant
inorganic cash outlay | | Bajaj Resources Pvt Ltd | Promoter Entity | Royalty Payable | 4.28 Cr | Payable
doubled YoY; delayed settlement | | Associate Company | Associate | Sale of Goods | 10.21 Cr | Informational
| | Key Management Personnel | KMP | Remuneration | 8.16 Cr | Informational |

C. Shareholding * Promoters: 35.91% (Pledge: 0.00%) * Flls: 13.56% * DllIs: 18.04% * Public: 32.49%

D. Board Composition + KMP Compensation * Board: 8 Directors; 50% Independent; 1 Woman Director (Ms.
Lilian Jessie Paul). * KMP Compensation: Total KMP pay ((9.66 Cr) is 7.7% of PAT. * MD Pay Divergence:
Jaideep Nandi's remuneration increased 8.87% (to [6.01 Cr) despite a 19.35% drop in Net Profit and a 1.96%
decline in Sales. * Correlation: Aggregate KMP compensation grew while EBITDA contracted by 17.42%,
indicating a lack of variable pay sensitivity.

F. Capital Allocation & Capex | Action | FY Current (Cr) | FY Prior (Cr) | % of CFO | Signal | |:---]:---]:-=-]:-=-]:--] |
Share Buyback | 206.23 Cr | 0.00 Cr | 316.79% | Liquidation of treasury for payout | | Investment in
Associate | 59.52 Cr | 0.00 Cr | 91.43% | Inorganic pivot; high CFO consumption | | Capex | 6.00 Cr | 5.00
Cr|9.22% | Asset-light maintenance | | Working Capital Investment | 35.00 Cr | 6.00 Cr | 53.76% | Severe
receivable drag | | Stalled CWIP | 26.17 Cr | 27.80 Cr | 40.20% | Worli building stalled >3 years |

* CAPEX Analytical Notes: CFO ([65.00 Cr) covers core maintenance Capex ([6.00 Cr) by 10.8x, but fails to
cover the total [65.52 Cr spent on Capex + Associate acquisition. The [26.17 Cr CWIP for the Worli
building remains a "dead" asset with no progress for over 3 years.

H. Risks * Receivable Deterioration: Receivables grew 63% vs -2% Sales. Impact: Cash flow crunch; potential
[71.83 Cr credit risk. (Severity: OHigh) * Stalled CWIP: Worli building project overdue >3 years. Impact: [26.17
Cr capital lock-up; impairment risk. (Severity: (OHigh) * Raw Material Volatility: Fluctuations in LLP and



vegetable oils. Impact: Gross margin compression (currently 54%). (Severity: OHigh) * Tax Holiday Expiry: No
deferred tax for holiday reversals. Impact: Future spike in effective tax rate (Tax Cliff). (Severity: OMedium)

5. SCORECARD & VERDICT

Part A: Scorecard

Dimension Key Evidence One-line Rationale

Revenue -1.96%; 98% . e .
Moderate diversification with stable demand

Business Qualit 3 - concentration in Personal
Q y but currently facing rural/urban headwinds.
Care
. . D/E 0.01x; CFO/PAT 0.52; Excellent solvency (zero debt) but liquidity
Financial Health 4 !
Cash [112 Cr buffer reduced to fund buyback.
. . Receivables +63%; CFO < Significant red flags in receivable growth and
Earnings Quality 2 ! .
PAT; Stalled CWIP poor cash conversion.
Generally compliant but persistent promoter-
Management & 1% Royalty; 100% CSR to ]
3 = centric leakages and pay-performance
Governance Promoter; MD Pay 1 .
mismatch.
Capital Allocation & 3 Buyback (206 Cr; Banjara's Disciplined return of capital but core earnings
Earnings Visibility - Acquisition visibility remains clouded by volume pressure.

BUSINESS POSITIVES (for this company this year) * Olnorganic Growth: Acquisition of 49% of Banjara’s
(Vishal Personal Care) for [69.52 Cr provides a high-growth (14% CAGR) entry into South India. * [0Zero Debt
Status: The company maintains a Debt/Equity of 0.01, with bank borrowings at [0.00 Cr. * Strategic GTM
Tech: Implementation of "Geo-fencing" in Project Aarohan addresses prior "channel stuffing" concerns by
ensuring genuine sales visits. * [JShareholder Payout: Completed a [206.23 Cr buyback, returning significant
capital to shareholders. * JSolvency: Interest coverage remains exceptionally high at 128x.

BUSINESS NEGATIVES | CONCERNS (for this company this year) * [IReceivable Stress: Trade
Receivables surged 63.29% to [72.00 Cr despite a 1.96% decline in Revenue, indicating aggressive credit or
collection issues. * Poor Cash Conversion: CFO/PAT plummeted to 0.52 (from 0.75), with CFO falling 44%
YoY to [65.00 Cr. * [Stalled Assets: [26.17 Cr remains locked in the Worli building CWIP with no progress for
>3 years, posing impairment risk. * Margin Compression: OPM % dropped from 16% to 13% due to negative
operating leverage and a 70% spike in professional fees. * JGovernance Leakage: [9.47 Cr in Royalty and
100% of CSR ([B.84 Cr) continue to flow to promoter-linked entities.

OVERALL SCORECARD SUMMARY BCCL is in a "re-wiring" phase, attempting to pivot from a stagnant single-
product focus to a multi-category personal care model. While the balance sheet remains debt-free and the
Banjara's acquisition is strategically sound, earnings quality has deteriorated sharply due to a massive spike in
receivables and poor cash conversion. Governance remains adequate but is weighed down by recurring
promoter royalties and a lack of correlation between executive pay and declining profits. The business is
currently on a stable but high-watch trajectory, as the success of the new MD and the GTM overhaul are
critical to reversing volume declines.



Part B: Governance Check Matrix

# Check

1 Audit opinion clean?

2 Promoter pledge = 0?

3 KMP pay < 5% of PAT?

4 RPT quantum < 5% of revenue?
5 Board > 50% independent?

6 At least 1 woman director?

7 No statutory dues outstanding?
8 No fraud reported?

9 Audit trail enabled?

10 Frequent Auditor change

Total: 9/10 0— Governance Rating: 3

Part C: Investor Verdict

Status

O

Evidence

Unqualified (p.118)

Nil (p.55)

Total KMP pay (9.66 Cr) is 7.7% of PAT.
2.44% of Revenue

50% (4 out of 8)

Ms. Lilian Jessie Paul

No major defaults reported

None reported (p.52)

Confirmed in Auditor's report

3rd year of 5-year term

THESIS: A debt-free FMCG incumbent undergoing a high-stakes transition from a single-brand hair oil player to
a diversified personal care challenger via inorganic bets and GTM tech. OVERALL STANCE: WATCH
RATIONALE: Strong solvency and strategic acquisitions are currently offset by alarming receivable growth and
a leadership transition. RE-EVALUATE WHEN: Trade Receivables as a % of Sales exceeds 10% or if OPM falls
below 11%. BULL CASE: Successful integration of Banjara's and scale-up of Almond Drops extensions drive
non-ADHO revenue to >35% with OPM recovery to 16%. BEAR CASE: Continued rural volume decline and
impairment of the (26 Cr Worli asset lead to a double-digit PAT contraction. KEY MONITORABLE: Debtor Days:

27 days - Watch threshold: 35 days.



7. YEAR-OVER-YEAR ANALYSIS

7.1 Changes

Metric /| Theme Summary A Status

Revenue
Trajectory

2.42% growth
(Stagnation).

16% OPM; defended by

Margin Profile
9 cutting Ad-spend.

Capital
Allocation

101% of FCF paid as
Dividends.

Working Capital
Efficiency

Receivables grew 44.5%
(Red Flag).

Earnings Qualit . )
9s Q y 0.75x conversion ratio.

(CFOIPAT)
Management Professionalization under
Leadership MD Jaideep Nandi.

7.2 Persistent Patterns

Summary B Status

-1.96% growth
(Contraction).

13% OPM,; hit by
negative leverage and
professional fees.

0% Dividends; (206 Cr
Buyback + [59 Cr
Acquisition.

Receivables grew 63.3%
(Severe Red Flag).

0.52x conversion ratio.

MD exit announced;
transition to Naveen
Pandey.

Forensic Takeaway

The business has shifted from stagnant growth to
an actual revenue decline, signaling weakening
brand pull or category exhaustion.

Tactical cost-cutting has reached its limit, with
margins now succumbing to rising employee
costs and a 70% spike in professional expenses.

Management has pivoted from providing
shareholder yield to liquidating the treasury for
aggressive inorganic growth and share-count
reduction.

The divergence between sales and credit has
reached a critical point, suggesting either
desperate channel stuffing or a breakdown in
collection rigor.

Profit quality has deteriorated significantly, with
nearly half of reported earnings failing to convert
into operating cash flow.

The leadership transition introduces significant
execution risk during a period of structural
business "surgery" and declining performance.

» Aggressive Channel Credit: Trade receivables have significantly outpaced revenue growth for two
consecutive years, indicating a structural reliance on extended credit terms to move inventory.

* Promoter Value Leakage: The 1% royalty fee and 100% CSR diversion to promoter-controlled entities
remain fixed leakages regardless of the company's declining profit trajectory.

« Stalled Non-Core Capital: The Worli commercial building project (CWIP) remains a "dead asset" stalled
for over three years, representing a persistent failure in capital discipline and an impairment overhang.

* High Non-Operating Income Dependence: Treasury and other income consistently contribute 23-25% of
Profit Before Tax, masking the underlying weakness and volatility of the core FMCG operations.

* Pristine Solvency Profile: The company maintains a near-zero debt-to-equity ratio (0.01x), providing a
massive liquidity cushion despite deteriorating operational cash flows.

« Single-Segment Vulnerability: The business remains 100% concentrated in Personal Care, leaving it
perpetually exposed to rural demand fluctuations and competitive intensity in a single category.

 Conservative Tax Accounting: The company consistently maintains an effective tax rate of 18% due to
manufacturing tax holidays, creating a long-term "tax cliff" risk once these benefits expire.

v5-Gemini | 83 pages | 95 chunks
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