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Companion to the Associated Alcohols and Breweries investment report (64/100, Selective Positive). This piece grades the business
against the five-pillar engine: Sunrise, Leadership, Moat, Iron Fortress, and Free Cash Flow.

Reference price: Rs 539 (NSE close, October 28, 2026). One pass, four partial.

Grades at a glance

Sunrise (premiumisation vs policy segments) PARTIAL
Leadership PARTIAL
Moat PARTIAL
Iron Fortress (balance sheet) PASS

Free Cash Flow PARTIAL

Overall fit verdict: one pass, four partial. Associated Alcohols pairs a light debt fortress with four
conversion-linked partials: a premium sunrise over only 23% of revenue, aligned leadership carrying a
policy ethanol asset, a state and single site moat, and free cash flow that growth capex keeps consuming.
Full investment report score: 64/100, Selective Positive.
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Pillar 1: Sunrise, PARTIAL
GRADE: PARTIAL

The demand pool has two very different skies. Over branded spirits the sun is up: Indian IMFL is
premiumising year after year, premium and luxury segments grow faster than the mass market, and
AABL's own numbers show the pull, with proprietary IMFL revenue up about 29% in FY26 and 58% in Q1
FY27 to arecord Rs 79.2 cr, Nicobar gin and Hillfort blended malt established in new states including
Maharashtra and Uttar Pradesh, a canned RTD (Kultur) launched in June 2026, and management guiding
about 30% proprietary IMFL growth for FY27.

Over the rest of the house the sky is policy grey. IMIL is a tender market growing at 3 to 5% on
management's own guide. Ethanol, built for the national blending programme, faces industry oversupply,
lower allocations and firm grain prices, and lost Rs 8.37 cr at segment level in Q1 FY27. The sunrise is real
but it shines on only 23% of revenue so far, while a policy priced commodity segment can still take a
quarter's profit down 24%. A rising premium pool attached to a state and commodity base: PARTIAL.
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Pillar 2: Leadership, PARTIAL
GRADE: PARTIAL

The alignment evidence is the best in this file. The Kedia family raised its holding from 59.29% to 62.35%
by converting warrants at Rs 679 a share in March 2026, 26% above the October 2026 market price, with
pledging at 0.00% in every quarter checked. The delivery record is also credible: ENA output raised from
47 to 50 million litres in FY26, the 6,000 LPD malt plant commissioned at Barwaha, SDF Industries in
Kerala acquired for Rs 30.85 cr to secure bottling, premium launches delivered in Maharashtra and Uttar
Pradesh, and disclosure (concalls, presentations, segment detail) visibly improved under a refreshed
finance leadership in November 2025.

The deductions are capital allocation into policy assets and group complexity. The ethanol plant was built
into a programme whose economics the state controls, and it is currently earning below its keep; the test
of leadership is whether exposure is throttled, not explained. Long gestation spending (malt maturation,
RTD, new state bottling) all pays after FY27. And the promoter group now spans a second listing in
progress, Mount Everest Breweries, separated by an April 2026 non-compete that has yet to be tested in
practice. Aligned owners with a good delivery record, carrying one policy asset too many and a group
structure to prove: PARTIAL.
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Pillar 3: Moat, PARTIAL
GRADE: PARTIAL

What AABL owns is position inside one state's system and one plant's cost curve. It is a leading IMIL
supplier to the Madhya Pradesh government trade, holds the Central Province franchise in the popular
segment, runs what it describes as India's largest single location integrated liquor facility at Barwaha
(grain, ENA, bottling and captive power on one site, with captive spirit use at 59% in Q1 FY27), and holds
a two decade contract manufacturing relationship with Diageo, as one of four exclusive partners, which
certifies its quality systems in a licensed industry where trust is the entry ticket.

What it does not own is the customer or the shelf. State corporations and excise departments set prices,
tenders and label access. Its premium brands are two to three years old against Diageo and Radico
portfolios with decades of presence, and it has no national top tier brand in any category. The moat is real
inside Madhya Pradesh and inside the Barwaha cost structure, and thin everywhere the growth is
supposed to come from: PARTIAL.
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Pillar 4: Iron Fortress, PASS
GRADE: PASS

The structure survives the siege test. Net worth is Rs 695 cr at March 2026. Borrowings fell from Rs 102 cr
to Rs 69 cr, a debt to equity of about 0.10. Interest cost was Rs 6.2 cr against EBITDA of Rs 142.93 cr,
cover above 20x. Promoter pledging is 0.00%, promoters added equity at Rs 679 a share rather than
extracting it, and CRISIL reaffirmed A- with a Positive outlook in October 2025. Debtor days of 15 show the
state and trade pay this company promptly.

The reservation is depth, not solvency. The cash conversion cycle stretched to 110 days in FY26 as
inventory rose to 125 days, part malt maturation by design and part commodity stocking by circumstance,
and the dividend payout of about 5% means the fortress is fed by retained earnings that the growth
programme also wants. A light debt, well covered, promoter funded fortress whose stores are increasingly
held as maturing spirit: PASS.
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Pillar 5: Free Cash Flow, PARTIAL
GRADE: PARTIAL

The numbers are plain. Operating cash flow was about Rs 28 cr in FY24, Rs 74 cr in FY25 and Rs 52 crin
FY26, converting only about half of operating profit in the latest year. Free cash flow was negative in FY24
and FY25 on cash flow compilations and about zero in FY26, in a period when cumulative PAT was above
Rs 220 cr. The FY25 print shows the engine can convert when capex pauses; the FY26 print shows
working capital and growth capex taking it back, with inventory days up 27 in a year.

The mitigations are named, not vague: the ethanol plant, the malt plant, the Kerala bottling acquisition and
the UP build are identifiable growth assets, funded without heavy debt and with promoter warrant money
alongside. But this pillar grades cash delivered to owners, and to date the compounding has been
delivered in plant, maturing malt and new state capacity rather than in free cash. Until a year prints free
cash flow above Rs 60 cr with the brand mix still growing, the grade stays PARTIAL.
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Summary

e Pillar 1. Sunrise: PARTIAL, a premiumisation pool pulling proprietary IMFL up 58% in Q1 FY27,
against tender IMIL at 3 to 5% growth and an ethanol segment in oversupply

e Pillar 2. Leadership: PARTIAL, promoters up to 62.35% via warrants at Rs 679 with zero pledging
and promises largely delivered, against ethanol capital allocation and an untested group separation

e Pillar 3. Moat: PARTIAL, an MP tender position, a single site cost advantage and a two decade
Diageo partnership, but no pricing power against the state and no national premium brand yet

e Pillar 4. Iron Fortress: PASS, net worth of Rs 695 cr, borrowings of Rs 69 cr, interest cover above
20x, CRISIL A- / Positive and zero pledging, with working capital stretching

e Pillar 5. Free Cash Flow: PARTIAL, operating cash flow of Rs 52 cr in FY26 but free cash flow of
about zero, and cumulative cash conversion well below cumulative profit

One of five pass, and the pattern is the mirror of the investment question. The balance sheet passes
outright while every forward looking pillar waits on the same conversion: commodity and tender cash flows
becoming brand cash flows. Demand, leadership, competitive position and cash generation all improve
automatically if proprietary IMFL rises from 23% of revenue toward a third and beyond, and all stall if it
does not. That is why the investment report scores the stock 64/100 Selective Positive rather than Positive
on a 13.1x multiple, and not Neutral: at about 58% below its high, the market is paying for the distillery and
charging nothing for the conversion.

What changes the grade: Sunrise upgrades if proprietary IMFL passes 30% of revenue with ethanol at
least at break even, and downgrades if ethanol losses persist through FY27. Leadership upgrades if
ethanol exposure is visibly throttled and the Mount Everest separation holds clean for a year, and
downgrades on any pledging or non commercial related party terms. Moat upgrades if Hillfort or Nicobar
takes a measurable share position in two states outside Madhya Pradesh, and downgrades if the MP IMIL
position is lost at tender. Iron Fortress downgrades if borrowings fund the next expansion leg or the cash
conversion cycle passes 130 days. Free Cash Flow upgrades on a full year above Rs 60 cr, and
downgrades on a third consecutive year at or below zero.
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Sources

e Company filings, presentations and concalls: Annual Report FY26, Q4 and FY26 earnings call (May
2026), Q1 FY27 results and call coverage, Q1 FY26 investor presentation

e Market data compilations: Screener consolidated (financials, cash flow, shareholding, pledging,
ratios), Finnhub (October 28, 2026 close)

e Warrant conversion disclosures, March 2026; CRISIL rating update, October 2025; Mount Everest
Breweries DRHP reporting, September 2026

e Full source list in the companion investment report.
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