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Net Impact?: NEGATIVE | NEW OVERHANG [ STILL POSSIBLE TO DEFEND [ SUBJECT
TO ADJUDICATING OFFICER ORDER — PROJECTED. The measurable penalty is
negligible (about 325 lakh at most); the real, unsized risk is loss of premium label claims on
newly launched infant formula.

Strictly fundamental impact analysis — not a buy, sell or hold recommendation.

Subject & Scope

Subject of analysis: the FSSAl adjudication cases filed against Nestlé India on 18
September 2026 over three infant-nutrition products (hereafter "the FSSAIl action").
FSSAI confirmed the action in its own post; Nestlé India disputes the merits.

« What was filed: three separate adjudication cases. For NAN Excella Pro Stage 1, FSSAI
flagged claims about "5 HMOs" and "Whey Protein”; for Lactogen Pro 1, a claim that its
whey protein is easy to digest.

 Legal basis: Regulation 4(2) of the FSS (Foods for Infant Nutrition) Regulations, 2020,
which restricts promotional claims meant to increase saleability of infant foods; and
Section 3 of the IMS Act, 1992, which bars their advertising or promotion.

» Third case: a follow-up formula sample was found sub-standard for biotin; a referral-
lab re-analysis confirmed the non-conformity.

» Nature of proceedings: adjudication cases under the FSS Act, 2006, heard by
designated administrative authorities, which can lead to monetary penalties. Not a
criminal prosecution, and not a ban on the product lines.

« Company position: Nestlé India says the products and labels were approved by
FSSAl's expert committee. Its exchange clarification called the Moneycontrol news
item factually incorrect and stated material impact as "None”, yet also said it had
submitted a detailed response to the notice with supporting scientific literature.

o The filing refers to "the notice" and its reply, so the proceeding's existence is not in
dispute — only the merits. Available summaries of the clarification do not address
the biotin case.

e Scope: DIRECT — Nestlé India (NSE: NESTLEIND), a named listed company.
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Sector Checkpoints & Parameters

Infant nutrition earns through brand-led premium realisations. Advertising is prohibited,
so on-pack and online-listing claims are one of the few ways to differentiate, and
composition must meet the 2020 regulations.

Parameters considered: demand/volumes, pricing and realisation, claims and label
content, product compliance, penalty cost, margins, input costs, capacity, FX/exports,
working capital, balance sheet, cash flow and accounting.

Primary parameters

« Permitted claims on NAN Excella Pro Stage 1and Lactogen Pro1— directly
contested by the FSSAI action.

» Composition compliance of one follow-up formula — directly found sub-standard on
biotin.

» Statutory penalty cost — arises directly from the three cases.

Secondary parameters

e Premium infant-formula volumes and realisation — flows from the claims parameter;
moves negatively if claims must be removed, because "5 HMOs" is the lead scientific
differentiator on a premium SKU.

« Brand trust across the wider infant portfolio — flows from the composition finding;
moves negatively only if the finding spreads beyond one sample.

Neutral parameters

Input costs (milk, whey, premixes): the action does not concern procurement.

Capacity and utilisation: no production stoppage reported.

Exports and FX: the affected SKUs are domestic infant formula.

Working capital and debt: the maximum penalty is immaterial to liquidity.
Business Composition

The affected products sit inside a product group worth one-third of turnover, but their
own revenue is not disclosed.
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Layer

Company

Milk products
& nutrition

Infant
nutrition

NAN Excella
Pro [ Lactogen
Pro 1/ follow-
up formula
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Revenue

X23,194.95cr

X7,716 cr (33.4% of

turnover)

UNDISCLOSED

[NOT REPORTED

SEPARATELY —

MAIN EXPOSURE

CANNOT BE
SIZED]

UNDISCLOSED

[NO SKU-LEVEL

DISCLOSURE]

Margin

EBITDA X5,306.06

cr (=22.9%)

UNDISCLOSED
[ONLY GROUP
REVENUE IS
REPORTED]

UNDISCLOSED

UNDISCLOSED

Trend

+14.5%

Value +0.7%;
volume -2% to
122,958 t

Improving
sequentially in
Q1FY27

NAN Excella
Pro launched
Q4 FY26

Source

FY26
results
(Apr
2026)

FY26
annual
report

Q1FY27
release
(Jul
2026)

Axis
Direct
note (Apr
2026)

Profit base: FY26 consolidated net profit X3,499.08 cr; standalone X3,544.6 cr.

Group mix: milk products & nutrition covers dairy whitener, condensed milk, UHT milk,
yogurt, maternal and infant formula, baby foods and healthcare nutrition. Its share fell
from 38.1% of turnover the year before.

Latest quarter: Q1 FY27 (Apr-Jun 2026) revenue 36,378.18 cr (+25.2%), standalone
PAT X975.12 cr, EBITDA margin about 24%; all four product groups grew double digits.

Conflicting third-party figure: one aggregator claims infant products are 29% of total
revenue. This conflicts with the annual report, where the entire milk-and-nutrition

group (including dairy whitener and UHT milk) is 33.4%. The annual report prevails; the
29% figure is disregarded.
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Impact Level & Materiality

Overall IMPACT LEVEL: UNDETERMINED (DIRECTIONALLY NEGATIVE) — PROJECTED,

driven by revenue impact [ NEW OVERHANG | SUBJECT TO ADJUDICATING OFFICER
ORDER [MAIN EXPOSURE UNSIZED]. Measurable component: LOW (NEGATIVELY) —
CURRENTLY [NO PENALTY IMPOSED, NO SALES STOP; ONLY COMPLIANCE AND

LEGAL COST TODAY].

Materiality: MATERIAL [PRODUCT GROUP IS 33.4% OF FY26 TURNOVER — AFFECTED

SKU SHARE UNDISCLOSED]

Measure

Revenue impact

Profit impact
(penalty)

Growth impact

Spillover risk

Balance-sheet
impact

Impact level

UNDETERMINED
(DIRECTIONALLY NEGATIVE) —
PROJECTED

LOW (NEGATIVELY) —
PROJECTED

UNDETERMINED
(DIRECTIONALLY NEGATIVE) —
PROJECTED

Possible, but no dated evidence
yet

LOW (NEGATIVELY) —
PROJECTED

Reason

[AFFECTED REVENUE
UNDISCLOSED WITHIN A
MATERIAL PRODUCT GROUP]
Nothing is banned or withdrawn;
any effect comes only through
restricted claims.

[STATUTORY MAXIMUM = X0.25
CR, =0.007% OF FY26 PAT]

[NAN EXCELLA PRO'S
CONTRIBUTION TO GROWTH
UNDISCLOSED]

No dated FSSAIl action on other
infant SKUs such as Cerelac; the
dated context is FSSAIl's wider
claims campaign.

[= X0.25 CR AGAINST A NEARLY
DEBT-FREE BALANCE SHEET]

Penalty ceiling: under the FSS Act, sub-standard food carries up to X5 lakh, misbranding
up to X3 lakh and misleading advertisement up to X10 lakh. Across the three cases the
ceiling is about X25 lakh against FY26 PAT of 33,499 cr. Any separate IMS Act exposure is
NOTAVAILABLE [PENALTY PROVISION NOT VERIFIED BY SEARCH; FILED CASES ARE
ADJUDICATION ONLY].
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Business Stage

o Infant formula (Lactogen Pro, follow-up formulas): CORE (EXISTING ESTABLISHED
BUSINESS) — a long-standing portfolio inside a reported product group.

« NAN Excella Pro: CORE (EXISTING ESTABLISHED BUSINESS), with a newly-launched
caveat. It launched in Q4 FY26 but is not reported separately; its growth relevance is
covered under Future Business.

Existing Business

The FSSAI action weakens the premium claims architecture of two SKUs without stopping
their sale. The biotin finding concerns one sample of one follow-up formula.

o Streams: milk products & nutrition, X7,716 cr (33.4% of FY26 turnover), was the
slowest-growing group in FY26 but grew double digits in Q1 FY27.

» Pricing power and pass-through: not triggered materially — the action creates no
input-cost inflation. Relabelling and legal costs are NOT AVAILABLE [NO DISCLOSURE;
LIKELY IMMATERIAL AGAINST %5,306 CR EBITDA]. The real margin risk is mix dilution
from lost premium differentiation, which is UNDETERMINED [SKU REVENUE AND
PRICE PREMIUM UNDISCLOSED].

o Impact level: UNDETERMINED (DIRECTIONALLY NEGATIVE) — PROJECTED, driven
by revenue impact.

Balance Sheet & Accounting

» Affected line: a potential penalty, booked as other expense or exceptional item if
imposed.

» Prior recognition: whether the FY26 contingent-liability note covers these matters is
NOTAVAILABLE [NOT FOUND IN SEARCH; CASES FILED AFTER FY26 ACCOUNTS].

» Cash vs accounting: cash moves only after an adjudicating order and any appeal,
lagging P&L recognition.

o Tags: P&L-IMPACTING (if imposed) - ONE-OFF - CONTINGENT (NOT RECOGNISED).

« Impact level: LOW (NEGATIVELY) — PROJECTED [= ¥0.25 CR MAXIMUM VS
%5,047.6 CRFY26 OPERATING CASH FLOW].
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Future Business

« Initiative affected: the science-led premium infant-formula push, anchored by NAN
Excella Pro and its HMO positioning.

» Effect: delays or weakens this push if the "5 HMOs" claim is barred from labels and
listings, since the scientific differentiator is the premium rationale.

e Size: UNDETERMINED [NO REVENUE TARGET OR SKU FIGURE DISCLOSED];
uncontracted future revenue caps it at MODERATE (NEGATIVELY) — PROJECTED /
SUBJECT TO ADJUDICATING OFFICER ORDER.

Existing vs Future Reconciliation

» Positive channel: none identified. The defence that labels were approved by an FSSAI
expert committee is a contest path, not an economic positive.

» Negative channel: claims restriction on premium SKUs, plus a small penalty. With no
positive channel, no dominance test is needed.

» Structuralrisk: intensified. Infant nutrition is a regulated, no-advertising category, and
claims scrutiny narrows the remaining room to differentiate, in a group that has lost
turnover share since CY16 (49.6% then).

o Net: NEGATIVE for both existing and future business, size undetermined.

Regulatory Status

The matter has escalated from a notice to formal cases, with no order yet: NEW
OVERHANG / STILL POSSIBLE TO DEFEND [ SUBJECT TO ADJUDICATING OFFICER
ORDER.

« Previous stage: a clarification request or notice before 18 September 2026 (exact date
NOTAVAILABLE), which the company confirms it answered. Separately, on 22 August
2026 FSSAI said it had issued 150+ notices over misleading ads, false claims and
labelling lapses, naming Nestlé India among the brands.

» Current stage: three adjudication cases filed, announced 18 September 2026. No
order passed; the company is contesting on the merits.

» Other contingencies: execution, deal, policy, rating, force majeure, debt and labour
contingencies do not apply.
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Management & Governance

The FSSAI action is regulatory, not about management conduct. One disclosure point: the
exchange clarification calls the report "factually incorrect” while acknowledging the
notice, and, per available summaries, is silent on the biotin case. That is a perception point,
not an operational one.

Historical Context & Novelty

Classification: CATALYST — an escalation of a known claims-notice process within an
ongoing FSSAI campaign. The biotin lab finding is new but economically small.

Date Event Market reaction Check-back on results

22 Aug FSSAIl says 150+ notices NOTAVAILABLE NOTAVAILABLE [Q2 FY27

2026 issued, naming Nestlé India RESULTS NOT YET

RELEASED]

12 Jun FSSAI notice on Maggi Closed -3.29% at  Q1FY27 sales +25.4% with

2026 larvae complaint; FSSAl said  X1,375.70 double-digit growth in all
notices were fact-gathering, groups; stock hit 52-week
not evidence of wrongdoing high X1,553 on 7 Aug 2026 —

no measurable damage

« Older context: the 2024 Cerelac sugar enquiry (outside the lookback window).

» Analyst coverage: the only analyst reference found on the June precedent was a UBS
note on the Swiss parent. A targeted search for brokerage reaction to the FSSAl action
itself found none.

« Surfacing time: 18 September 2026, during market hours (PTI report at 1:55 PM IST).
The company's clarification followed at about 6:42 PM IST, after close.

Nature & Transmission

» Type: regulatory, company-specific. Transmission: DIRECT.

« Claims chain: FSSAI contests claims > "5 HMOs" and "easy to digest” may have to
come off labels and listings > premium-SKU differentiation weakens - infant-formula
realisation and volumes are at risk.

» Biotin chain: sub-standard finding > penalty of up to X5 lakh > negligible P&L.
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Demand & Supply

o Demand (premium infant-formula volumes)

o As per current information available: NEUTRAL — products remain on sale; no sales
data exists after 18 September.

o Projected: NEGATIVELY — if claims are barred (SUBJECT TO ADJUDICATING
OFFICER ORDER), premium-SKU volumes and realisation could soften, size
UNDETERMINED; first visible in Q3 FY27 commentary, since only 12 days of Q2
follow the action.

« Supply (composition compliance and relabelling)

o As per current information available: NEUTRAL — no stoppage, recall or capacity
effect reported.

o Projected: NEUTRAL — relabelling and any premix correction for biotin are
operationally minor; no input or capacity constraint in evidence.

Guidance

« Guidance item tested: no numeric guidance exists. The latest dated commentary (Q1
FY27 release, 22 July 2026) says the science-based infant nutrition portfolio delivered
sequentially strengthening performance.

o As per current information available: CONSISTENT — the action touches this
business, but nothing has yet stopped sales or reversed the reported improvement.

o Projected: COULD CHANGE NEGATIVELY | THREATENS — an adverse order
(SUBJECT TO ADJUDICATING OFFICER ORDER) forcing claim removal on the
newly launched NAN Excella Pro would weaken this commentary; first visible at the
JP Morgan India Conference on 21 September 2026 or in Q3 FY27 results.

Directional Impact

e Revenue: NEGATIVE | NEW OVERHANG / SUBJECT TO ADJUDICATING OFFICER
ORDER — PROJECTED; runs through claims restriction on premium SKUs, size
undisclosed.

o EBITDA/profit: NEGATIVE — PROJECTED; penalty LOW (NEGATIVELY) [= X0.25 CR
MAXIMUM]; pass-through not relevant (no cost inflation); mix effect
UNDETERMINED.

« Guidance: COULD CHANGE NEGATIVELY [ THREATENS.
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« Balance sheet: LOW (NEGATIVELY) — P&L-IMPACTING if imposed, ONE-OFF,
CONTINGENT (NOT RECOGNISED).

» Neutral: input costs, capacity, exports and FX, working capital and debt.

Final impact Conclusion: NEGATIVE | NEW OVERHANG / STILL POSSIBLE TO DEFEND /
SUBJECT TO ADJUDICATING OFFICER ORDER — PROJECTED

e As per current information available: NEGATIVELY IMPACTED — formal cases exist, but
no penalty, ban or sales loss has been realised.

» Projected: NEGATIVELY — the adjudicating order decides whether the premium claims
survive; the revenue and mix channel is UNDETERMINED (DIRECTIONALLY
NEGATIVE), while the penalty stays LOW.

Plain-Language Conclusion

The FSSAI action challenges the scientific claims on two premium infant formulas and a
biotin shortfall in one follow-up formula; it does not ban any product. The direct cost is a
penalty of at most about X25 lakh, which is negligible. The real question is whether Nestlé
India loses the "5 HMOs"-type claims that differentiate its newly launched premium
formula, which would weigh on realisation in a product group that is a third of turnover.
Because infant nutrition revenue is undisclosed and no sales data exists yet, the impact is
negative in direction but unsized: NEGATIVE | NEW OVERHANG / STILL POSSIBLE TO
DEFEND / SUBJECT TO ADJUDICATING OFFICER ORDER.
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