Bajaj Consumer Care Ltd — FY 2024 Annual Report Analysis

Annual Report Analysis (Consolidated)

Investor Snapshot

# Analytical point Sentiment
Bajaj Consumer Care is transitioning from a mono-brand niche player to a diversified personal care Positive
entity, with non-ADHO segments achieving a 65% two-year CAGR.

Revenue growth remains stagnant at 2.42% YoY ( 984 Cr), significantly propped up by a 41% spike in Negative
iV
Government Grants rather than core organic expansion. :
Operating Profit Margins improved to 16% through structural cost reductions and a strategic 7% cut Positive
in advertising spend, though this may impact long-term brand equity.
Other Income from treasury operations contributes a disproportionate 23.8% of PBT, indicating a high Negative
iv
dependency on non-operating activities for bottom-line support. g
The balance sheet remains exceptionally robust and effectively debt-free (D/E 0.01x) with (586 Cr in Positive
liquid treasury investments providing a valuation floor.
Cash conversion has deteriorated sharply with a CFO/PAT ratio of 0.75, signaling that reported profits Negative
are not being efficiently converted into liquid cash. g
Capital allocation is hampered by 18.16 Cr locked in a non-core Worli real estate project stalled for Negative
v
over three years, representing unproductive capital. g
Earnings quality is under pressure as Trade Receivables surged 44.5% YoY against 2.4% sales Negative
growth, a classic signal of channel stuffing or aggressive credit loosening. ¢
Governance shows improvement via a major board refresh with FMCG veterans, though 100% of CSR Neutral
and [9.72 Cr in royalties continue to flow to promoter-controlled entities.
The company faces a "tax cliff" risk as the current 17.7% effective tax rate is expected to rise Negative
iV
following the expiration of various tax holidays. :
Management maintains a high payout ratio, with dividends consuming nearly 100% of Free Cash Flow, Neutral
positioning the stock as a "cash cow" during this transition.
Stance: Watch; key monitorables include the alignment of receivable growth with revenue and the potential Neutral
u

impairment or resolution of the stalled Worli asset.

1. Business overview (In Bullet Points)

» Business Segments: Bajaj Consumer Care Ltd (BCCL) operates primarily in the Personal Care segment,
with a historical concentration in the Light Hair Oil category.

* Revenue Drivers: The central revenue driver is the "Beyond ADHO" (Almond Drops Hair QOil) strategy,
focusing on diversifying the portfolio into Coconut Oil, Amla, Serums, Shampoos, and an Ethnic range.

« Cost Drivers: Key costs include Raw Materials (LLP and vegetable oils), Advertisement and Sales Promotion
(16.5% of revenue), and Employee Benefits. Packaging engineering (shifting from glass to PET) is a major
cost-saving initiative.

* Industry Position: BCCL is a dominant player in the premium light hair oil niche but is currently transitioning
into a broad-based personal care player to compete in more commaoditized, high-volume categories.



* Expansion Plans: Management aims for non-ADHO segments to contribute 30-40% of revenue.
International expansion is a priority, with a goal of reaching 20% of total revenue from global markets in 5
years.

» Acquisitions & Capacity: The company carries [43 Cr in Goodwill from the Uptown Properties acquisition. It
has recently commenced local production in Bangladesh via a contract partner to mitigate currency and duty
risks.

» Segment Performance: Bajaj 100% Pure Coconut Oil grew 36% YoY, becoming the second-largest
contributor. The "New Product” portfolio saw a two-year CAGR of 65%.

» Geographical Presence: Strong domestic presence with a shift toward organized trade (Modern Trade grew
21.6%, E-commerce grew 51.9%). International focus is currently concentrated in the Middle East and
Bangladesh.

2. Management commentary & outlook

« Strategy Pivot: Management is aggressively executing a "Beyond ADHO" strategy to de-risk the business
from over-reliance on a single SKU, targeting a 30-40% revenue contribution from new categories.

» Growth & Margin Guidance: While volume growth is being pursued through the Coconut Oil "wedge,"
management is focusing on structural cost reductions (e.g., packaging and automation) to protect margins
against the dilutive effect of commoditized categories.

* Demand Environment: Management acknowledges a "Rural Reality Gap" where demand remains subdued
due to high food inflation, despite their "Van Distribution” initiative covering 66,000 villages.

« Competitive Intensity: The shift into Coconut and Amla oils places BCCL in direct competition with
established giants like Marico, requiring a shift from a high-margin niche specialist to a high-volume execution
player.

* New Projects & Launches: Recent launches include Almond Drops soaps and body lotions to leverage
brand equity. Digital acceleration is a priority, with a heavy lean into Quick Commerce (Blinkit, Zepto) for the
ADHO and Coconut portfolios.

« Partnerships & JVs: Local manufacturing in Bangladesh with a contract partner has been initiated to
stabilize the international business model.

» Board Refresh: A significant qualitative signal is the wholesale change in Independent Directors, bringing in
FMCG veterans from HUL, Kellogg, and Asian Paints to drive execution-heavy oversight.

* Long-term Vision: The company aims to evolve into a "broad-based personal care player" with a diversified
international footprint.

 Management Tone: The leadership tone has shifted from defensive to "pragmatically aggressive."
Management has taken ownership of the portfolio's stagnation and is focused on execution and
diversification, effectively admitting that the core Almond Oil category has peaked and the future lies in
volume-led diversification.



3. Financial analysis

3.1 Financial statements

P&L statement ((JCr)

Line item Mar 2024 Mar 2023
Sales 984 961
Sales Growth % 2.42 9.19
Expenses 829 820
Material Cost % 44.96 45.78
Raw material cost 449 437
Change in inventory -6 3
Manufacturing Cost % 2.77 2.85
Employee Cost % 10.28 9.28
Other Cost % 26.21 27.39
Operating Profit 155 141
OPM % 16 15
Other Income 45 37
Exceptional items 3.38 0.99
Other income normal 41.29 36.08
Interest 1 1
Depreciation 10 9
Profit before tax 189 169
Tax % 18 18
Net Profit 155 139
Exceptional items AT 3 1
Profit excl Excep 153 138
Profit for PE 153 138
Profit for EPS 155 139
Profit Growth % 10 -17
EPS (D 10.88 9.63

Dividend Payout % 28 51



Balance sheet ([ICr)

Line item Mar 2024 Mar 2023
Equity Capital 14 14
Reserves 816 775
Borrowings 9 9
Short term Borrowings 0 0
Lease Liabilities 8.75 9.29
Other Borrowings 0 -0.01
Other Liabilities 144 125
Trade Payables 40 45
Advance from Customers 5 4
Other liability items 99 77
Total Liabilities 984 924
Fixed Assets 158 160
Land 67 66
Building 62 58
Plant Machinery 25 22
Equipments 8 7
Computers 0 0
Furniture n fittings 2 2
Vehicles 2 2
Intangible Assets 108 108
Other fixed assets 5 4
Gross Block 277 270
Accumulated Depreciation 119 109
CWIP 28 28
Investments 586 575
Other Assets 212 161
Inventories 56 51
Trade receivables 44 30
Receivables over 6m 6 2
Receivables under 6m 38 28
Prov for Doubtful 0 0
Cash Equivalents 44 19
Loans n Advances 15 9
Other asset items 53 51

Total Assets 984 924



Cash flow statement ((ICr)

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

156

-15

4

19

40

-17

-120

112

97

Mar 2023

101

143

-10

6

4

0

-12

-12

35

38

-3

-163

95

93



Key ratios

Line item Mar 2024 Mar 2023
Debtor Days 16 12
Inventory Days 46 43
Days Payable 33 37
Cash Conversion Cycle 30 17
Working Capital Days 7 5
ROCE % 23 21

3.2 Financial analysis summary

* Revenue grew by a marginal 2.42% to [984.00 Cr, with Government Grants (Other Operating Revenue)
spiking 41.19% to [15.22 Cr, masking even slower core product growth.

» Operating Profit margins (OPM %) improved from 15.00% to 16.00% primarily due to a 7.03% reduction in
Advertisement and Sales Promotion spend ((1.62.25 Cr vs [174.51 Cr), suggesting a tactical shift to protect
profitability over aggressive market share acquisition.

* Net Profit of [155.00 Cr was heavily supported by Other Income of [45.00 Cr, which accounts for 23.8% of
Profit Before Tax. This is largely derived from the company's massive [585.63 Cr treasury invested in quoted
corporate bonds and government securities.

» Working Capital efficiency deteriorated sharply as the Cash Conversion Cycle lengthened from 17 to 30
days, driven by Trade Receivables rising 44.51% to [44.00 Cr. Undisputed receivables aged over 6 months
increased from [2.37 Cr to [5.97 Cr, signaling rising credit risk.

» Balance Sheet quality is impacted by stalled CWIP of [28.00 Cr, of which [18.16 Cr relates to a "Commercial
Building Worli" that has been overdue for more than 3 years, representing a potential impairment risk.

» Cash Flow from Operating Activity (CFO) of [116.00 Cr lagged behind Net Profit of [155.00 Cr, resulting in
a CFO/PAT ratio of 0.75. The primary drag was the [15.00 Cr outflow into Trade Receivables.

* Capital Allocation remains focused on shareholder returns, with Dividends Paid of [114.00 Cr consuming
nearly 100% of the year's Free Cash Flow of [112.00 Cr. Dividend payments to promoters doubled YoY to
[44.90 Cr.

* Return Metrics remain healthy with ROCE % at 23.00% and ROE % at 18.67%, though these are bolstered
by a low effective tax rate of 17.7% due to a "Tax Holiday" at a major manufacturing location, which presents
a future "cliff risk."

» Other Assets include [46.11 Cr in "Balance with Govt. Authorities” (GST/VAT inputs) and [11.92 Cr in
"Advances to Suppliers," which grew significantly, impacting liquidity.

* Other Liabilities are dominated by "Other Outstanding Liabilities" of [¥7.79 Cr, which grew 24.6% YoY; the
lack of granular breakdown for an item representing nearly 80% of PAT is a transparency risk.

» Other Expenses saw a 143.48% spike in Legal & Professional expenses ([18.87 Cr), a significant outlier
suggesting one-time litigation or compliance costs.

» Overall Synthesis: Bajaj Consumer Care delivered a year of margin-led profit growth despite stagnant
volumes, but the quality of earnings is weakened by a sharp divergence between Revenue and Trade
Receivables, a heavy reliance on Other Income, and capital locked in a stalled non-core CWIP asset.

3.3 Contingent liabilities & commitments

¢ Indirect Tax Disputes: Increased by 160.72% YoY to [9.36 Cr.



* Bank Guarantees: [1.13 Cr in deposits are lien-marked for guarantees issued to tax authorities.

* Capital Commitments: Not explicitly quantified in the annual report, though the stalled Worli project remains
a standing commitment of capital.

- Litigation: Management expects income tax claims to fail upon resolution, but specific quantified amounts for
these disputes were not provided.

3.9 Earnings quality & forensic checks

# Check

10

11

12

13

14

15

16

17

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
Dividend paid vs FCF
adequacy

Auditor KAM: Goodwill
Impairment

Auditor KAM: Level 1
Instrument Valuation

Transparency: Other
Outstanding Liabilities

Impact

Profit | — earnings
overstate cash

Revenue 11 — channel
stuffing risk

Revenue t —
aggressive recognition

Neutral — minimal
direct revenue RPT

Profit | — inventory
build-up

Neutral — consistent
policy

Profit 1 — non-recurring
gains

Profit | — conservative
accounting

Profit 1 — aggressive
provisioning

Profit 1 — tax holiday
benefit

Profit | — impairment
risk

Profit + — tax holiday
impact

Profit | — value leakage
Neutral — strong
liquidity

Profit 1 — valuation risk
Profit 1 — MTM
volatility

Neutral — disclosure
gap

Notes detail

CFO/PAT ratio of 0.75; profits are not fully converting
to cash due to receivable build-up.

Note 11: Receivables >6 months increased from [2.37
Cr to [5.97 Cr; credit terms likely loosened.

Note 2.9: Revenue recognized net of rebates; high
reliance on "Gross-to-Net" deductions in FMCG.

Note 35: Single segment operations; no significant
sales to related parties reported.

Note 10: "Stock in Trade" increased by 28.82%,
suggesting a shift in sourcing/new categories.

Note 2.12: Standard accounting policy maintained; no
change in valuation methodology reported.

P&L Statement: Exceptional items contribute to the
10% profit growth despite low sales growth.

Note 2.6: Use of Written Down Value (WDV) method is
more conservative for initial asset years.

Note 2.13: Adequacy of 1% ECL is questionable given
the 151% rise in aged receivables.

Note 2.17: Major manufacturing location in Tax
Holiday; creates "cliff risk" upon expiry.

Note 3: Stalled non-core asset in CWIP for >3 years;
suggests potential overstatement of asset value.

Note 14.2: No DTA/DTL recognized for reversing
differences during holiday period.

Note 52.2: 1% of revenue paid as royalty to promoter
entity; 100% CSR via promoter foundation.

Note 47.1: Effectively debt-free with massive liquid
investments ([5685.63 Cr) supporting payouts.

Note 5: Auditor focus on management's assessment
that CGU fair value exceeds carrying amount.

Note 7.1: 23.6% of PBT is Other Income; bottom line
highly sensitive to interest rate/MTM shifts.

Note 19: Largest non-trade liability grew 24.6% YoY
without granular breakdown.



4. Management & governance

A. Auditor report & key audit matters

 Audit Opinion Type: Unqualified. The financial statements present a true and fair view.
» Key Audit Matters (KAMs):

- Tax Holiday Status: Management relies on tax holiday benefits for a major manufacturing location. The
auditor focused on eligibility and compliance, as this significantly impacts the effective tax rate.

- Goodwill Impairment: The company carries [43.00 Cr in Goodwill from the Uptown Properties
acquisition. The auditor verified management’s assessment that the Cash Generating Unit (CGU) fair
value exceeds its carrying amount.

- Valuation of Level 1 Financial Instruments: With [685.63 Cr in quoted investments (60% of total
assets), the accuracy of Mark-to-Market (MTM) gains/losses is a material audit focus.

 Auditor Fees: Not explicitly itemized, but Legal & Professional Expenses spiked by 143.48% to [18.87 Cr.

 Auditor Change: M/s. Chopra Vimal & Co. is in the second year of a five-year term.

B. Related party transactions

Amount

Party Relationship Nature cn Concern

- Significant . Recurring promoter outflow (~1% of
Bajaj Resources Pvt Ltd Royalty Paid 9.72 Cr
Influence Sales)
Kamalnayan Bajaj Fdn Promoter Entity CSR Contribution  4.39 Cr 100% of CSR to promoter entity
. Significant . . Informational (Promoter share of
Bajaj Resources Pvt Ltd Dividend Paid 44.90 Cr
Influence payout)
Key Management . )
KMP Remuneration 7.49 Cr Informational
Personnel
Promoter Entities Promoter Group Rent Paid 1.02 Cr Informational
. ) i Professional ) .
Sumit Malhotra Director/Advisor 1.50 Cr High non-executive pay

Fees
* RPT Risk Check: Total RPT outflows (Royalty + CSR) represent 12.13% of CFO.
C. Shareholding

* Promoters: 37.40% (No change YoY)
* Flls: 13.51%

* DllIs: 18.52%

* Public: 30.57%

* Promoter Pledge: Nil.
D. Board composition + KMP compensation

« Total Directors: 8 | Independent %: 50.00% | Women Directors: 1.
« KMP Compensation (Operating Profit = [155.00 Cr):
> Jaideep Nandi (MD): [5.52 Cr (Up 29.27% YoY).
> Sumit Malhotra (Advisor): [1.50 Cr (Flat YoY; high for non-executive).



o Dilip Kumar Maloo (CFO): [1.05 Cr (Up 9.38%).

« Correlation: Aggregate KMP pay ([9.00 Cr) grew faster than revenue (2.42%) but remains reasonable at
5.8% of Operating Profit. MD pay growth (29%) significantly outpaced PAT growth (10%).

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

Working Capital Investment 6.00 Cr 12.00 Cr 5.16 Cashdrag

CAPEX Analytical Notes: * CFO Coverage: CFO of [116 Cr covers the [b Cr capex 23.2x. * Nature: Primarily
maintenance. The Worli Commercial Building ([18.16 Cr) remains stalled in CWIP for >3 years,
representing a non-productive asset and capital misallocation. * Deployment Efficiency: Revenue grew 2.42%
while Gross Block increased 2.59%, indicating investments are barely keeping pace with maintenance.

H. Risks

» Channel Stuffing: Receivables grew 44.5% vs 2.4% Revenue growth; CFO/PAT is 0.75. (High Impact)
« Stalled Asset: Worli building ((18.16 Cr) in CWIP for >3 years; potential impairment risk. (Medium Impact)

» Tax Holiday CIiff: Benefits will eventually expire, spiking the 17.7% effective tax rate to 25%-+. (Medium

Impact)

* RM Volatility: Fluctuations in LLP and vegetable oil prices directly pressure 44.96% Gross Margins. (High
Impact)

* Credit Risk: Overdue receivables (>6m) rose 151% to [5.97 Cr; ECL provision is only [D.44 Cr. (High
Impact)

5. Scorecard & verdict

Part a: scorecard

Dimension Key evidence One-line rationale

. . 100% Personal Care; 36% Stable demand but shifting from high-margin
Business quality 3 -

Coconut Oil growth niche to commoditized volume battle.
. . D/E 0.01x; [586 Cr Debt-free with massive liquidity, though core

Financial health 4 - o .

Treasury cash generation is slowing.

. ) CFOI/PAT 0.75; Receivables  Significant divergence between sales and cash

Earnings quality 2 ! . )

+44.5% collection suggests channel stuffing.
Management & 3 . Board refresh; 100% CSR Positive board professionalization offset by
governance to Promoter Fdn recurring promoter RPTSs.
Capital allocation & 9 . 98% CFO as Dividend,; High payouts limit reinvestment; capital locked in
earnings visibility Stalled Worli Asset non-core stalled real estate.

Business positives (for this company this year) * Strong Liquidity: Effectively debt-free with [(685.63 Cr in
liquid treasury investments. * Portfolio Diversification: Non-ADHO segments saw a two-year CAGR of 65%,
reducing mono-brand risk. * Volume Growth in New Categories: Bajaj 100% Pure Coconut Oil grew 36% YoY,
establishing a secondary volume driver. * Digital Traction: E-commerce B2C revenue grew 51.9% YoY,



doubling over the last 8 quarters. * Margin Protection: OPM improved to 16% via structural cost reductions and
lower ad-spend.

Business negatives | concerns (for this company this year) * Poor Cash Conversion: CFO/PAT ratio of
0.75 indicates profits are not fully converting to cash. * Channel Stuffing Signal: Trade Receivables grew
44.5% while Revenue grew only 2.4%. * Deteriorating Credit Quality: Undisputed receivables aged >6 months
surged 151% to [5.97 Cr. * Capital Misallocation: [18.16 Cr locked in a non-core Worli building project stalled
for >3 years. * Other Income Dependency: 23.8% of PBT is derived from treasury income rather than core
operations. * RPT Leakage: 100% of CSR ([4.39 Cr) and [9.72 Cr in Royalty flow to promoter-controlled
entities.

Overall scorecard summary Bajaj Consumer Care is in a transition phase, maintaining a rock-solid, debt-free
balance sheet while struggling to find high-quality top-line growth. While the "Beyond ADHQ" strategy is gaining
volume traction, the quality of earnings has deteriorated, evidenced by a sharp spike in receivables and a poor
CFO/PAT ratio. Governance is a mixed bag: the board refresh is a major positive, but recurring value leakage via
promoter-led CSR and royalties remains. The company is currently a "cash cow" returning nearly all cash to
shareholders, but its trajectory is stable-to-weakening as it enters more competitive, lower-margin categories.

Part b: governance check matrix

# Check Status
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 — Governance Rating: 4
Part c: investor verdict

Thesis: A debt-free FMCG "cash cow" attempting a difficult pivot from a high-margin niche to a broad-based
personal care player amidst deteriorating cash conversion. Overall stance: Watch Rationale: While the
dividend yield and treasury provide a floor, the divergence between receivables and sales suggests aggressive
accounting to mask stagnant core growth. Re-evaluate when: Trade Receivables growth aligns with Revenue
growth (currently 44.5% vs 2.4%) OR the Worli asset is impaired/sold. BULL CASE: Successful scaling of the
"Beyond ADHO" portfolio to 40% of revenue with stabilized 18%+ OPMs. BEAR CASE: A "Tax Holiday" cliff
combined with continued rural stagnation leads to a structural PAT decline and dividend cut. Key monitorable:
Trade Receivable Days: 16 days — Watch threshold: >25 days.



7. Year-over-year analysis

7.1 Changes

Metric / theme Summary a status

9.19% growth driven by
NPD traction and volume
recovery.

Revenue
Growth Quality

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

Margin Strategy

(69 Cr Dividend (51%

Capital
P . Payout); Buyback funded

Allocation

by treasury.

Standard board with 57%
Governance .

independence; second year
Structure .

of auditor term.

60% spike in
Expense - "

Miscellaneous Expenses
Transparency

(C8.75 Cr).

7.2 Persistent patterns

Summary b status

2.42% growth, heavily
supported by a 41% spike in
Government Grants.

OPM rose to 16% following
a tactical 7% cut in Ad-
spend.

(114 Cr Dividend (98% of
CFO); Payout consumes
nearly all Free Cash Flow.

Wholesale refresh of
Independent Directors with
FMCG industry veterans.

143% spike in "Legal &
Professional" fees ((18.87
Cr).

Forensic takeaway

Core product growth has stalled significantly,
forcing a reliance on non-operating subsidies
to mask top-line stagnation.

Profitability is being defended through
marketing pullbacks rather than organic
operating leverage or pricing power.

The company has pivoted to a "liquidating
cash cow" model, prioritizing maximum
promoter/shareholder payouts over business
reinvestment.

Management is professionalizing the board to
address the structural stagnation of the core
Almond Oil category.

Recurring, unexplained spikes in opaque
expense buckets suggest the potential
"dumping" of non-recurring or sensitive costs.

» Aggressive channel stuffing signals persist as trade receivables growth (58% in A, 44% in B) continues to
wildly outpace revenue growth (9% in A, 2% in B).

* Poor earnings quality remains a structural issue, with the CFO/PAT ratio consistently trapped below 0.80

(0.72in A, 0.75 in B).

» Systemic promoter leakage continues via 1% revenue royalties and 100% of CSR funds being routed to

promoter-controlled foundations.

* High dependency on non-core income remains, with treasury operations (Other Income) consistently

contributing 24-26% of Profit Before Tax.

« Capital misallocation in non-core assets is evidenced by the Worli commercial building (1.8 Cr) remaining
stalled in CWIP for over three consecutive years.

« Tax "cliff risk" persists as the company maintains a low ~18% effective tax rate due to manufacturing

holidays that will eventually expire.

* Rock-solid solvency is a permanent trait, characterized by a debt-free balance sheet and a massive ~[580

Cr treasury providing a valuation floor.
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