Bajaj Consumer Care 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

Dominant market leader in the Light Hair Oil (LHO) segment with a 63% share, though the core

. OPositive
category remains mature and stagnant.
Revenue growth is sluggish at 2.42% YoY ( 984 Cr), with volume gains primarily driven by the non- ONegative
ADHO portfolio (Coconut, Skincare) which saw a 65% 2-year CAGR. ¢
EBITDA margins expanded by 90 bps to 16.5%, supported by cooling raw material prices and a OPosit
ositive
strategic [112.26 Cr reduction in advertisement spending.
Net Profit of 155 Cr (up 10%) is heavily propped up by 45 Cr in Other Income, which now accounts ONegative
for a significant 23.8% of Profit Before Tax. g
Maintains a pristine, virtually debt-free balance sheet with only [9 Cr in lease liabilities and a massive OPositive
itiv
liquid investment book of (5686 Cr.
Cash flow generation is weak with a CFO/PAT ratio of 0.75x, as Cash Flow from Operations ( 116 Cr) ONeqati
egative
significantly lags reported profits. 9
Capital allocation raises concerns as 18.15 Cr remains trapped in a stalled commercial real estate ONegative
project for over three years, posing impairment risks. ¢
Earnings quality is deteriorating, evidenced by a 44.5% surge in Trade Receivables against minimal ONegative
1\
revenue growth, suggesting aggressive credit terms. g
Governance is evolving through the appointment of an FMCG-heavy professional board, though 1% ONeutral
royalty leakage to promoter entities persists.
Risk profile is heightened by the trade-off of long-term brand equity (via ad-cuts) for short-term ONegative
margin protection and loss-making international expansions. ¢
Outlook depends on the successful pivot to mass categories and international scaling without further diluting ONeutral
eutral
historical high-margin profiles.
Investment Stance: WATCH; monitor for stabilization in debtor days (<20 days) and evidence of volume ONeutral

growth that does not rely on credit expansion.

1. BUSINESS OVERVIEW (In Bullet Points)

* Business Segments: BCCL operates primarily in the Personal Care segment, with a historical dominance in
the Light Hair Oil (LHO) category.

* Revenue Drivers: Growth is increasingly driven by the non-Almond Drops Hair Oil (ADHO) portfolio,
specifically Coconut Oil (36% YoY growth) and New Product Development (NPD) such as the Ethnic Range
(Henna, Gulab Jal) and Skincare (Serums, Soaps).



« Cost Drivers: Primary costs include raw materials (LLP and vegetable oils), advertisement and sales
promotion (16.49% of revenue), and employee benefits.

* Industry Position: Maintains a dominant 63% market share in the LHO segment but is currently a challenger
in the mass Coconut and Amla oil markets.

» Expansion Plans: Aggressive pivot toward a multi-category FMCG model; aiming for 20% revenue share
from international markets within 5 years.

» Acquisitions & Capacity: Focus on asset-light maintenance of Paonta Sahib and Guwabhati units; local
production initiated in Bangladesh to drive international growth.

* Segment Performance: Non-ADHO portfolio saw a 2-year CAGR of 65%; E-commerce and Modern Trade
grew by 51.9% and 21.6% respectively.

» Geographical Presence: Strengthening rural distribution via a "Van Distribution" model covering 66,000
villages; expanding footprint in South and West India through volume-led coconut oil sales.

2. MANAGEMENT COMMENTARY & OUTLOOK

« Strategic shift from a single-brand (ADHO) focus to a multi-category FMCG model to counter stagnation in
the mature LHO category.

» Focus on "modernizing" the flagship ADHO brand through celebrity endorsements and Al-led marketing to
maintain market leadership.

» Aggressive volume-led strategy in the Coconut Oil segment to gain entry into historically weak geographies
like South and West India.

» Expansion into "Red Ocean" categories (Coconut, Amla, Ethnic) and Skincare to increase the "basket size"
per retail outlet.

« Channel transformation strategy prioritizing Quick Commerce and Modern Trade to solve urban reach issues,
despite higher "cost to serve."

* Rural distribution strategy bypassing traditional wholesalers in low-share regions through a high-opex "Van
Distribution" model.

« International growth strategy centered on local production in Bangladesh, despite initial customer acquisition
losses ([B.60 Cr net loss).

 Board reconstitution with FMCG veterans (ex-Asian Paints, HUL, Kellogg) to drive operational strategy and
improve capital allocation rigor.

» Management has shifted focus from raw material inflation concerns to deepening distribution and scaling the
skincare/ethnic portfolio.

« Management Tone: The tone is cautiously optimistic. While management has successfully navigated raw
material volatility to improve EBITDA margins by 90 bps, there is a clear acknowledgment of the competitive
intensity in new categories. The professionalization of the board signals a transition toward execution rigor,
though the reliance on high dividend payouts and non-operating income suggests a defensive financial
posture while the growth transformation is underway.

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 - 984.00 961.00
Sales Growth % 2.42 9.19
Expenses - 829.00 820.00
Material Cost % - 44.96 45.78
Raw material cost 449.00 437.00
Change in inventory -6.00 3.00
Manufacturing Cost % 2.77 2.85
Employee Cost % 10.28 9.28
Other Cost % 26.21 27.39
Operating Profit 155.00 141.00
OPM % 16.00 15.00
Other Income - 45.00 37.00
Exceptional items 3.38 0.99
Other income normal 41.29 36.08
Interest 1.00 1.00
Depreciation 10.00 9.00
Profit before tax 189.00 169.00
Tax % 18.00 18.00
Net Profit - 155.00 139.00
Exceptional items AT 3.00 1.00
Profit excl Excep 153.00 138.00
Profit for PE 153.00 138.00
Profit for EPS 155.00 139.00
Profit Growth % 10.00 -17.00
EPSin Rs 10.88 9.63

Dividend Payout % 28.00 51.00



Balance Sheet ((ICrores)

Line Item Mar 2024 Mar 2023
Equity Capital 14.00 14.00
Reserves 816.00 775.00
Borrowings - 9.00 9.00
Short term Borrowings 0.00 0.00
Lease Liabilities 8.75 9.29
Other Borrowings 0.00 -0.01
Other Liabilities - 144.00 125.00
Trade Payables 40.00 45.00
Advance from Customers 5.00 4.00
Other liability items 99.00 77.00
Total Liabilities 984.00 924.00
Fixed Assets - 158.00 160.00
Land 67.00 66.00
Building 62.00 58.00
Plant Machinery 25.00 22.00
Equipments 8.00 7.00
Computers 0.00 0.00
Furniture n fittings 2.00 2.00
Vehicles 2.00 2.00
Intangible Assets 108.00 108.00
Other fixed assets 5.00 4.00
Gross Block 277.00 270.00
Accumulated Depreciation 119.00 109.00
CWIP 28.00 28.00
Investments 586.00 575.00
Other Assets - 212.00 161.00
Inventories 56.00 51.00
Trade receivables - 44.00 30.00
Receivables over 6m 6.00 2.00
Receivables under 6m 38.00 28.00
Prov for Doubtful 0.00 0.00
Cash Equivalents 44.00 19.00
Loans n Advances 15.00 9.00
Other asset items 53.00 51.00

Total Assets 984.00 924.00



Cash Flow Statement (CICrores)

Line Item

Cash from Operating Activity -

Profit from operations
Receivables

Inventory

Payables

Loans Advances

Other WC items

Working capital changes
Direct taxes

Cash from Investing Activity -
Fixed assets purchased
Fixed assets sold
Investments purchased
Investments sold

Interest received

Other investing items
Cash from Financing Activity -
Proceeds from shares
Proceeds from borrowings
Repayment of borrowings
Interest paid fin

Dividends paid

Financial liabilities

Other financing items

Net Cash Flow

Free Cash Flow

CFO/OP

Mar 2024

116.00

156.00

-15.00

-5.00

19.00

0.00

-5.00

-6.00

-34.00

12.00

-5.00

0.00

-6.00

0.00

40.00

-17.00

-120.00

0.00

0.00

0.00

0.00

-114.00

-5.00

-1.00

9.00

112.00

97.00

Mar 2023

101.00

143.00

-10.00

6.00

4.00

0.00

-12.00

-12.00

-30.00

64.00

-6.00

0.00

0.00

35.00

38.00

-3.00

-163.00

0.00

0.00

0.00

0.00

-59.00

-3.00

-100.00

2.00

95.00

93.00



Key Ratios ([JCrores)

Line Item Mar 2024 Mar 2023
Debtor Days 16.00 12.00
Inventory Days 46.00 43.00
Days Payable 33.00 37.00
Cash Conversion Cycle 30.00 17.00
Working Capital Days 7.00 5.00
ROCE % 23.00 21.00

3.2 Financial Analysis Summary

* Revenue grew marginally by 2.42% to [984.00 Cr, but Note 23 reveals a high reliance on fiscal incentives as
Government Grants rose 41.31% to [15.22 Cr, contributing 1.55% of total Revenue.

» Operating Profit margins (OPM %) improved from 15.00% to 16.00% primarily due to a [12.26 Cr reduction
in Advertisement and Sales Promotion expenses, which may risk long-term brand equity in the Personal
Care segment.

* Net Profit of [155.00 Cr was significantly bolstered by Other Income of [45.00 Cr, which accounts for
23.8% of Profit Before Tax, indicating the company is heavily reliant on returns from its [(5686.00 Cr
Investments rather than core operations.

» Trade Receivables surged by 44.50% to [44.42 Cr, vastly outpacing Revenue growth of 2.42%, which led to
a deterioration in Debtor Days from 12 to 16 and a negative [15.00 Cr impact on CFO.

* Quality of Trade Receivables is a growing concern as "Receivables over 6 months" tripled from [2.00 Cr to
[6.00 Cr, representing 13.4% of the total book and signaling slowing collection momentum.

* Employee Cost % rose to 10.28% of Revenue, driven by a 13.42% increase in salaries and a doubling of
gratuity expenses, while Research & Development spend was slashed from .69 Cr to a negligible [0.09
Cr.

* Other liability items increased to [99.00 Cr, with "Other Outstanding Liabilities" of [¥7.78 Cr (up 24.6%)
lacking granular breakdown and representing nearly 8% of Revenue, potentially masking accrued operational
costs.

» The company remains virtually debt-free with Total Debt consisting only of [8.75 Cr in Lease Liabilities,
maintaining an exceptionally high Interest Coverage of 190x and a Debt/Equity ratio of 0.01.

* CWIP remains stagnant at [28.00 Cr, including a "Commercial Building Worli" valued at [18.15 Cr that has
been overdue for more than 3 years, posing a significant impairment risk to Total Assets.

» CFO of [116.00 Cr failed to cover the Net Profit of [155.00 Cr (CFO/PAT of 0.75), largely because [40.00 Cr
of interest income is classified under Cash from Investing Activity rather than operations.

« Capital Allocation was aggressive toward shareholders as Dividends paid nearly doubled to [114.00 Cr,
which consumed 101.8% of the year's Free Cash Flow of [112.00 Cr, suggesting a payout level that may not
be sustainable if Capex requirements increase.

* Related party transactions show a value leakage of [9.71 Cr in Royalty paid to the promoter entity for brand
usage, while 100% of CSR expenditure ([(4.38 Cr) was funneled through a promoter-controlled foundation.

» Working Capital efficiency deteriorated as the Cash Conversion Cycle lengthened from 17 to 30 days,
driven by the spike in Debtor Days and a 10.79% contraction in Trade Payables to [40.17 Cr.

* ROCE improved to 23.00% and ROE to 18.67%, but these returns are increasingly driven by the yield on the
[686.00 Cr Investments portfolio and margin expansion from cost-cutting rather than top-line volume growth.



» Other Assets include [46.10 Cr in "Balance with Govt. Authorities," indicating significant working capital tied
up in tax refunds/credits, and a sharp 87% increase in Advances to Suppliers ((11.92 Cr).

 Overall Synthesis: BCCL exhibits a stagnant revenue profile and deteriorating working capital quality
(marked by a 44% surge in receivables), yet maintains strong net profit margins and a debt-free
balance sheet primarily through aggressive cost-cutting in brand support and substantial non-
operating income from its large investment book.

3.3 Contingent Liabilities & Commitments

¢ Indirect Tax Disputes: [9.35 Cr (up from [B.59 Cr in FY23), representing a 160% increase in regulatory
friction.

» Bank Guarantees: [0.64 Cr (Lien marked against bank deposits of [0.49 Cr) issued to tax authorities.

 Capital Commitments: Not explicitly disclosed as a separate figure in the notes, though CWIP remains at
[28.00 Cr.



3.9 Earnings Quality & Forensic Checks



# Check

12

PAT vs CFO
trend

Receivables &
channel-stuffing
signal

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

CWIP age and
stalling projects

Deferred tax
asset recognition
adequacy

Impact

Profit 1 — non-operating
interest income of [44.66 Cr
creates divergence between
PAT and CFO.

Revenue 1 — aggressive
credit terms drive 44.5%
receivable growth against
stagnant 2.4% sales.

Neutral — point-in-time
recognition and rising
advances suggest
conservative revenue timing
and demand.

Neutral — revenue is primarily
external; related party
transactions are focused on
cost-side leakage.

Profit | — inventory growth of
9.6% outpaces sales, risking
future markdowns on finished
goods.

Neutral — consistent
application of weighted
average cost method ensures
stability in gross margins.

Profit 1 — non-recurring
exceptional gains of [B.38 Cr
boost reported PBT above
core earnings.

Profit | — conservative WDV
method front-loads
depreciation expenses,
understating current year net
profit.

Neutral — absence of
significant provision reversals
indicates earnings are not
being artificially inflated.

Neutral — tax rate remains
consistent at 18% due to
ongoing manufacturing tax
holidays.

Profit | — stalled Worli
building project overdue for 3+
years risks future impairment
charges.

Profit 1 — non-recognition of
deferred tax for holiday
reversals masks future tax
expense spikes.

Status

O

Evidence

PAT [155.43 Crvs CFO
[116.33 Cr.

Receivables [44.42 Cr
(up 44.5%) vs Sales
growth 2.42%.

Advances from
customers increased to
[4.82 Cr from [B.50 Cr.

No significant sales to
related parties reported
in RPT notes.

Inventory [56.21 Cr (up
9.6%) vs Sales growth
2.42%.

Valued at lower of cost
or NRV on Weighted
Average basis.

Exceptional items [B.38
Crin FY24 vs [0.99 Cr
in FY23.

Depreciation [10 Cr;
WDV method used for
calculation.

Provision for doubtful
debts remains at [0.00
Cr.

Tax rate 18%; Direct
taxes paid [B4 Cr vs
P&L tax (B4 Cr.

CWIP [18.15 Cr for
"Commercial Building
Worli" overdue > 3
years.

No deferred tax
recognized for
temporary differences

Notes Detail

Note 23/30: Other income
(interest) is 23.6% of PBT,
inflating profit relative to
operations.

Note 44: Receivable turnover
ratio dropped from 38.3 to
26.0 due to Modern Trade mix.

Note 2.9: Revenue recognized
at point-in-time upon transfer
of control; standard FMCG

policy.

Note 52.2: RPTs primarily
involve royalty, rent, and CSR,
not core product sales.

Note 10: Finished goods and
stock-in-trade show the
highest buildup within the
inventory mix.

Note 2.12: No change in
valuation methodology
reported for the current
financial year.

P&L Statement: Exceptional
items are excluded from "Profit
for PE" to show normalized
earnings.

Note 2.6: Written Down Value
(WDV) method is inherently
more conservative than
Straight Line Method.

Note 11: Management uses
ECL model; no major reversal
of prior period impairments
noted.

Note 14.2: Tax holiday at
major manufacturing location
keeps effective tax rate below
statutory.

Note 5.i: Stalled projects of
this duration are high-risk for
impairment if not
commercialized soon.

Note 14.2: Accounting policy
choice may lead to sudden tax
expense increase post-holiday

expiry.



# Check Impact Status Evidence Notes Detail

reversing during tax

holiday.
Profit | — continuous value Note 52.2/36: Royalty paid to
. Royalty [9.71 Cr; 100% .
RPT quantum leakage via 1% royalty and Bajaj Resources; CSR through
13 O of CSR ([4.38 Cr) to .
and trend concentrated CSR to ; Kamalnayan Jamnalal Bajaj
. promoter foundation. )
promoter entities. Foundation.
. . . Cash Flow Statement: High
. ) Neutral — dividend payout of Dividends paid (114 Cr . )
Dividend paid vs . dividend payout ratio (28%)
14 (114 Cr is fully funded by free 0 vs Free Cash Flow 112 .
FCF adequacy utilizes nearly all generated
cash flow of (112 Cr. Cr.
free cash.
. Trade receivables Note 2.13d: Critical focus on
) Neutral — Auditor focus on ) )
Auditor KAM: ) . ) surged 44.50% despite Expected Credit Loss model
15 trade receivable impairment g . ) .
ECL Model . ) negligible revenue given the deterioration in
due to surging receivables.
growth. debtor days.
Profit | — 43 Cr goodwill for Uptown Properties Note 5.i; Management
16 Goodwill a loss-making subsidiary 0 reported net loss of concluded no impairment, but
Impairment Risk (Uptown Properties) not [0.28 Cr; Goodwill subsidiary performance is
impaired. [43.00 Cr. weak.
Profit 1 — slashing R&D Note 30: Drastic reduction in
R&D Spend R&D spend reduced by . . .
. spend from [1.69 Cr to [0.09 ad innovation spend while
Curtailment i 94.6% YoY. o )
Cr boosts short-term profit. pivoting to new categories.

4. MANAGEMENT & GOVERNANCE

A. Auditor Report & Key Audit Matters

« Audit Opinion Type: Unqualified. The financial statements present a true and fair view in all material
respects.

» Key Audit Matters (KAMSs):

- Impairment of Financial Assets: Auditor focused on the Expected Credit Loss (ECL) model for trade
receivables. This is critical as trade receivables surged 44.50% despite negligible revenue growth.

- Useful Life of PPE: Management estimates regarding the depreciation of manufacturing assets,
particularly given the shift toward automation.

> Goodwill Impairment: Testing of [(#3.00 Cr goodwill related to Uptown Properties. Management
concluded no impairment is necessary, though the subsidiary reported a net loss of [0.28 Cr.
 Auditor Details: M/s. Chopra Vimal & Co. is in the third year of a five-year term.

» Auditor Fees: Not explicitly itemized; however, Legal & Professional Expenses spiked 143.66% to [18.86 Cr.



B. Related Party Transactions

. . Amount
Relationship Nature Concern
(Cr)

. Promoter Recurring cash leakage (1% of

Bajaj Resources Pvt Ltd . Royalty Expense  9.71 Cr
Entity Rev)

Kamalnayan Jamnalal Bajaj Promoter CSR 4.38 Cr 100% of CSR to promoter
Foundation Entity Contribution ' foundation

. Promoter . . . .
Bajaj Resources Pvt Ltd Entity Dividend Paid 44.90 Cr 100% YoY increase in payout
Key Management Personnel KMP Remuneration 7.49 Cr Informational

- Promoter )
Bajaj Resources Pvt Ltd Entit Rent Expenses 1.02 Cr Informational

ity
C. Shareholding

Shareholder Mar 2024 Mar 2023
Promoters 35.91 35.91
Flis 13.56 13.34
Dlls 18.04 16.59
Public 32.49 34.16
Total 100.00 100.00

* Promoter Pledge: Nil.

D. Board Composition + KMP Compensation

* Total Directors: 8 | Independent %: 50.00% | Women Directors: 1.
« KMP Compensation:
> Jaideep Nandi (MD): [5.52 Cr (Up 29.27% YoY). Outpaced sales growth (2.42%) and EBITDA growth
(9.93%).
o Dilip Kumar Maloo (CFO): [1.05 Cr (Up 9.38% YoY).
o Vivek Mishra (CS): [0.93 Cr (Up 20.78% Y0Y).
> Sumit Malhotra (Advisor): [1.50 Cr (0% growth).

* Family Relations: No KMPs share the same family name; Chairman Kushagra Bajaj belongs to the promoter
family.

F. Capital Allocation & Capex

Action FY Current (Cr) FY Prior (Cr) % of CFO Signal

Dividends Paid 114.00 Cr 59.00 Cr 98.00% Payout consumes nearly all CFO
Capex 5.00 Cr 6.00 Cr 4.30% Asset-light maintenance
Investments (Financial) 6.00 Cr -35.00 Cr 5.16% OConservative treasury

Working Capital Investment 6.00 Cr 12.00 Cr 5.16% Receivable drag persists



CAPEX ANALYTICAL NOTES: * CFO Coverage of Capex: CFO (116.00 Cr) covers Capex (5.00 Cr) by 23.2x.
* Nature of Capex: Primarily maintenance and modernization of the Paonta Sahib and Guwahati units. *
Deployment Efficiency: Revenue grew 2.42% while Gross Block increased 2.59%, showing stagnant asset
turnover. * Key Takeaways: The [18.15 Cr CWIP for the Worli Commercial Building has been stalled for >3
years, signaling poor capital discipline.

H. Risks

* Receivable Deterioration: Receivables grew 44.5% vs 2.4% Sales growth. Impact: Cash flow lag and
potential credit write-offs. (Severity: [OHigh)

« Stalled CWIP: Worli building project overdue for >3 years ([18.15 Cr). Impact: Capital lock-up and
impairment risk. (Severity: [DMedium)

* Raw Material Volatility: Fluctuations in LLP and vegetable oil prices. Impact: Margin compression. (Severity:
OHigh)

* Segment Concentration: 100% revenue from Personal Care. Impact: Vulnerability to rural demand shifts.
(Severity: OMedium)

« Litigation Risk: Indirect tax disputes rose 160% to [9.35 Cr. Impact: Potential cash outflow. (Severity: [
Medium)

» Competitive Intensity: High ad-spend required to defend 63% LHO share. Impact: Margin erosion.
(Severity: OMedium)

5. SCORECARD & VERDICT

Part A: Scorecard

Dimension Key Evidence One-line Rationale

63% LHO share; 36% Coconut  Dominant in a stagnant niche; entering

Business Qualit 3 >
Q y growth commoditized mass markets.
i ) D/E 0.01x; Interest Coverage Debt-free with massive investment book,
Financial Health 4 -
190x but CFO < PAT.
. ) Receivables +44.5%; Other High reliance on non-operating income and
Earnings Quality 2 ! . .
Income 23.8% of PBT aggressive credit terms.
Management & 3 , New FMCG-heavy Board; 1% Professionalization of board offset by
Governance Royalty leakage promoter-centric RPTs.
Capital Allocation & 9 . 101% FCF paid as Dividend; Prioritizing payouts over growth; stagnant
Earnings Visibility Stalled CWIP core revenue visibility.

BUSINESS POSITIVES * [IMarket Leadership: Maintained 63% share in the LHO segment despite mature
category dynamics. * ONew Growth Engines: Non-ADHO portfolio grew at a 2-year CAGR of 65%, diversifying
the revenue base. * OMargin Expansion: EBITDA margins improved by 90 bps to 16.5% due to cooling RM
prices and cost control. * []Debt-Free Status: Maintained a pristine balance sheet with Total Debt of only [9 Cr
(Lease liabilities). * [IDistribution Scale: E-commerce grew 51.9% and Modern Trade 21.6%, modernizing the
reach.

BUSINESS NEGATIVES | CONCERNS * [JWorking Capital Stress: Trade Receivables surged 44.5% against
only 2.4% revenue growth. * [JLow Earnings Quality: CFO (116 Cr) is significantly lower than PAT (155 Cr),
a 0.75x ratio. * [JNon-Core Reliance: Other Income ([45 Cr) accounts for 23.8% of Profit Before Tax. * [
Capital Misallocation: [18.15 Cr CWIP for a commercial building has been stalled for >3 years. * DBrand



Support Cuts: Margins were partly protected by cutting Ad-spend by [12.26 Cr, risking long-term equity. * [
Value Leakage: [9.71 Cr Royalty and 100% of CSR funneled to promoter-controlled entities.

OVERALL SCORECARD SUMMARY Bajaj Consumer Care is a financially robust but operationally stagnant
business currently undergoing a high-risk transition. While the debt-free balance sheet and high ROCE (23%)
provide a safety net, the quality of earnings is deteriorating due to aggressive credit terms and a heavy reliance
on non-operating investment income. Governance is a mixed bag: the appointment of a professional board is a
major positive, but recurring royalty leakage and stalled non-core real estate projects remain overhangs. The
trajectory is "Stable but Diluting," as the pivot to mass categories trades off historical high margins for uncertain
volume growth.

Part B: Governance Check Matrix

# Check Status Evidence
1 Audit opinion clean? O Unqualified opinion (p.55)
2 Promoter pledge = 0? | Nil (p.55)

Total KMP pay ([7.49 Cr) is ~4.8% of PAT; MD pay

3 KMP pay < 5% of PAT? |
grew 29% vs 2% sales.

RPT quantum < 5% of
4 O 1.54% of Revenue
revenue?

Board > 50%
5 . a 50% (4 out of 8)
independent?

At least 1 woman . .
6 ) 0O Lilian Jessie Paul
director?

No statutory dues

7 outstanding? g No major defaults reported
8 No fraud reported? 0 None reported

9 Audit trail enabled? ad Confirmed in Auditor's report
10 Frequent Auditor change O 3rd year of 5-year term

Final line: "Total: 9/10 O—
Governance Rating: 3"

Part C: Investor Verdict

THESIS: A cash-rich, debt-free FMCG incumbent pivoting from a high-margin niche to a competitive multi-
category model under a newly professionalized board. OVERALL STANCE: WATCH RATIONALE:

Deteriorating working capital and reliance on non-operating income offset the benefits of margin recovery and
board overhaul. RE-EVALUATE WHEN: Trade Receivables growth aligns with Revenue growth (<10% variance)
OR non-ADHO contribution exceeds 30% of revenue with stable margins. BULL CASE: Successful scaling of
the Skincare/International portfolio drives a revenue CAGR of >15% while maintaining 18%+ OPM. BEAR
CASE: Continued ADHO stagnation and failure in mass categories lead to OPM compression below 14% and
further receivable write-offs. KEY MONITORABLE: Debtor Days: 16 days — Watch threshold: >20 days.



7. YEAR-OVER-YEAR ANALYSIS

7.1 Changes

Metric /| Theme

Summary A Status
(FY23)

Summary B Status (FY24)

Forensic Takeaway

Revenue
Growth
Trajectory

Margin Defense
Strategy

Capital
Allocation
Focus

Management
Governance

Innovation
Commitment

Receivable
Momentum

9.19% growth; recovery
phase.

OPM fell to 15% due to
18% surge in Ad-spend.

Prioritized Buybacks
(£80.63 Cr) funded by
treasury liquidation.

Transition phase; high
promoter influence.

R&D spend at [1.69 Cr.

Receivables grew 58%
vs 9% Sales.

7.2 Persistent Patterns

2.42% growth; stagnation.

OPM rose to 16% as Ad-
spend was cut by [12.26 Cr.

Prioritized Dividends (114
Cr) consuming 101% of Free
Cash Flow.

Board professionalized with
FMCG veterans (ex-HUL,
Asian Paints).

R&D spend slashed by

94.6% to [0.09 Cr.

Receivables grew 44.5% vs
2.4% Sales.

Top-line momentum has stalled despite
aggressive entry into new categories like
Coconut and Skincare.

Margin expansion is currently driven by
tactical cost-cutting in brand support rather
than inherent operational leverage.

The company is returning nearly all generated
cash to shareholders, leaving minimal room
for inorganic growth or aggressive
reinvestment.

The infusion of professional leadership signals
a shift toward execution rigor and a potential
reduction in promoter-led operational bias.

Drastic cuts in R&D suggest a pivot toward
commoditized "Red Ocean" products rather
than proprietary innovation.

The widening gap between credit extension
and actual sales suggests increasing difficulty
in moving inventory through traditional
channels.

« Deteriorating Earnings Quality: The CFO/PAT ratio remains consistently low (0.72 to 0.75), indicating
that reported profits are not fully converting into liquid cash.

* Non-Operating Income Dependence: A massive 23-26% of Profit Before Tax is derived from Treasury/
Other Income, masking the underlying volatility of the core FMCG operations.

* Promoter Value Leakage: Recurring Royalty payments (1% of revenue) and 100% of CSR funds
continue to flow to promoter-controlled entities regardless of profit trajectory.

» Aggressive Channel Credit: Trade Receivables growth has significantly outpaced Revenue growth for
two consecutive years, a classic red flag for channel stuffing or loosening credit standards to defend market

share.

- Stalled Non-Core Capital: The [18.15 Cr CWIP for the Worli Commercial Building has remained stagnant
for over three years, representing a persistent capital lock-up and impairment risk.

* Pristine Solvency Profile: The company maintains a Debt/Equity ratio of 0.01, providing a massive
liquidity cushion through its [580 Cr+ investment book.

« Single-Segment Vulnerability: Despite product diversification, the business remains 100% concentrated in
the Personal Care segment, leaving it perpetually exposed to rural demand cycles. No material persistent
pattern identified.
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