Bikaji Foods International Ltd.

IPO Note

Company Overview

Bikaji is one of the largest FMCG brands and the third-largest ethnic snacks company in India. The
company'’s product range includes six major categories viz. Bhujia, Namkeen, Packaged sweets,
Papad, Western Snacks and others which include gift packs, frozen food, mathri range, and cookies.
The company was the largest manufacturer of bhujia in the country with an annual production of
29,830 tonnes and also the second largest manufacturer of handmade papad in Fiscal 2022. The
company has market leadership in the states of Rajasthan, Assam and Bihar with 45%, 58% and
29% market shares respectively. The company has gradually expanded in 23 other states and 3 un-
ion territories. The company also has established an international footprint in 21 countries in North
America, Europe, the Middle East, Africa, and Asia-Pacific, representing 3.20% of its sales for the
period ending 30" June 2022. It has a pan-India distribution network with 6 depots, 38 super stock-
ists, and 416 direct and 1,956 indirect distributors. The company currently operates 7 manufacturing
facilities with four located in Rajasthan, one in Assam, one in Karnataka under its subsidiary Petunt
Food Processors Private Ltd and one facility in Bihar held through its other subsidiary Vindhyawasini
Sales Private Ltd. It has also recently launched “Bikaji Cafe” and “Bikaji Funkeen” to promote the
western segment of the brand.

Objects of the issue
The following uses will be made of the IPO proceeds:

= To achieve the benefits of listing the equity shares on the Stock Exchanges.

= Carry out the Offer for Sale of up to 2,93,73,984 equity shares by the selling shareholders

Investment Rationale

Robust CAPEX with Significant Brand-Building and Advertising Spend

The company has recently incurred heavy capital expenditure with two of the seven manufacturing
facilities in Assam and Bihar commissioned in January 2022 and March 2022 respectively. This will
help the company to efficiently promote its products in its core markets of Assam and Bihar and will
reduce logistics and sales costs. The company has consistently allocated significant resources to
Brand-building and advertising. It has roped in a well-known celebrity as its brand ambassador allow-
ing customers to associate with the brand. The company is also intending to roll out special pro-
grammes and outdoor promotional campaigns with its “category top-end stores” to increase brand
visibility and premiumization.

Improved Growth in Focus Markets

The company is determined to expand its reach in the focus markets viz. Uttar Pradesh, Punjab, Har-
yana and Delhi in North India and Karnataka and Telangana in South India. It has committed invest-
ments to establish a strong distribution base in these markets by adding more super stockists and
distributors. The company is also leveraging technology to improve its production and distribution
process. The company is in the process of digitalizing its super stockists and distributor network with
the use of comprehensive distribution management systems and sales force automation.

Valuation and Outlook

The traditional snacks market in India is valued at INR 366 billion which is 46% of the total savoury
snacks market and has grown significantly in recent years providing Bikaji with an excellent oppor-
tunity to grow. The company's market leadership in core states and growing presence in other de-
mographies combined with heavy CAPEX and brand-building spending help the company to further
expand its domestic as well as international footprint. The company is developing a strategy to target
states by modifying tastes to the specific needs of the focus state. Also, it has been sanctioned a PLI
from the government of approx INR 216 crores which it will receive over the next six years starting
FY23. However, an inability to maintain customer loyalty and change in taste preference remains a
key risk. On the upper end of the price band, the issue is valued at a P/E of 95.2x based on FY22
earnings which is on the steeper side. However, looking at the brand recognition of the company in
the organised snack segment and its long-term prospects we recommend a SUBSCRIBE rating for
the benefit of listing gains.
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Bikaji Foods International Ltd. IPO Note

Income Statement (INR in millions)

Particulars Q1FY23 FY22
Revenue
Revenue from Operations 4,192 16,110 13,107 10,746
Total Revenue 4,192 16,110 13,107 10,746
Expenses
Cost of Materials Consumed 3,103 11,360 9,093 7,208
Purchases of Stock in Trade 132 431 312 227
Change in inventory of finiahed goods and stock-in-trade (65) (88) (35) 13
Employee benefit expenses 238 901 699 646
Other expenses 476 2,111 1,592 1,704
Total Operating Expenses 3,884 14,714 11,660 9,800
EBITDA 308 1,395 1,448 946
Depreciation and amortisation expense 111 383 331 342
Other income 47 105 115 84
EBIT 244 1,117 1,231 688
Finance costs 26 67 30 51
PBT 218 1,050 1,201 636
Current tax 64 276 310 155
Deferred Tax charge (3) 14 (12) (83)
Total tax 61 290 298 73
PAT 157 760 903 564

Source: RHP, BP Equities Research

Cash Flow Statement (INR in millions)

Particulars Q1FY23 FY22 FY21 FY20

Cash Flow from operating activities 375 575 1,172 607
Cash flow from investing activities (291) (2,316) (1,141) (635)
Cash flow from financing activities 17) 1,688 (91) (315)
Net increase/(decrease) in cash and cash equivalents 67 (53) (59) (343)
Cash and cash equivalents at the beginning of the period (283) (229) (171) 172
Cash and cash equivalents at the end of the period (215) (283) (229) (171)
Source: RHP, BP Equities Research
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Balance Sheet (INR in millions)

Particulars Q1FY23 FY22 FY21

Equity and Liabilities

Share Capital 250 250 243 243
Other Equity 8,113 7,958 5,814 5,049
Non Controlling Interest -6 -1 18 0
Net worth 8,357 8,207 6,075 5,292
Financial Liabilities
Borrowings 522 411 142 169
Lease liabilities 181 159 8 5
Provisions 1 1 19 41
Deferred tax liabilities 315 327 293 335
Other liabilities 14 14 13 0
Total Non Current Liabilities 1,033 912 475 549
Current Liabilities
Borrowings 1,042 1,002 719 354
Lease liabilities 36 26 5 12
Trade Payables
(a) total outstanding dues of micro enterprises and small enterprises 77 87 51 12
b) total outstanding dues of creditors other than micro enterprises and small
e(nt)erpri cos 9 P 442 341 374 131
Other Financial Liabilities 248 267 232 278
Provisions 31 27 29 27
Other liabilities 180 151 112 112
Current tax liablities 18 0 100 0
Total Current Liabilities 2,073 1,902 1,621 926
Total liabilities 3,106 2,814 2,096 1,475
Total Equity and Liabilities 11,463 11,021 8,171 6,766
Assets
Property, plant and equipment 4,937 4,789 4,071 3,904
Right-of-Use assets 341 270 99 97
Capital work in Progress 485 494 361 29
Goodwill 1
Intangible assets 12 12 19 15
Investment Property 37 37 37 52
Financial Assets 1,589 1,683 858 415
Income tax assets 68 67 31 69
Other non-current assets 315 244 337 160
Total Non current assets 7,786 7,596 5,814 4,740
Inventories 795 729 568 365
Financial Assets
Trade Receivables 704 733 473 417
Cash and cash equivalents 55 25 18 44
Bank balances other than cash and cash equivalents 932 877 856 839
Loans 13 13 12 60
Other Financial Assets 878 791 200 212
Other current assets 300 257 231 89
Total Current Asset 3,677 3,425 2,358 2,026
Total Assets 11,463 11,021 8,171 6,766
Source: RHP, BP Equities Research
Key Risks

= Our profit and EBITDA margins may be impacted by a variety of factors, including but not limited to, variations in raw materials, pric-
ing, product mix, end consumer preferences, sales velocities, advertisement and sales promotion initiatives, and competition.

= Our proposed capacity expansion plans relating to our manufacturing facility and proposed contract manufacturing facilities are sub-
ject to the risks of unanticipated delays in implementation and cost overruns. In addition, information relating to our production capaci-
ties and the historical capacity utilization of our manufacturing facilities included in this Red Herring Prospectus is based on various
assumptions and estimates and future production and capacity utilization may vary

= We have made investments in debt instruments that are not secured.

Institutional Research BP Equities Pvt. Limited (www.bpwealth.com) 02/11/202 2 3

BP Equities reports are also available on Bloomberg [BPEP <GO>]



B

BP WEALTH

Research Desk Tel: +91 22 61596406

Institutional Sales Desk Tel: +91 22 61596403/04/05

Disclaimer Appendix

Analyst (s) holding in the Stock : Nil

Analyst (s) Certification:

We analysts and the authors of this report, hereby certify that all of the views expressed in this research report accurately reflect our
personal views about any and all of the subject issuer (s) or securities. We also certify that no part of our compensation was, is, or will
be directly or indirectly related to the specific recommendation (s) or view (s) in this report. Analysts aren't registered as research ana-
lysts by FINRA and might not be an associated person of the BP Equities Pvt. Ltd. (Institutional Equities).

General Disclaimer

This report has been prepared by the research department of BP EQUITIES Pvt. Ltd, is for information purposes only. This report is not
construed as an offer to sell or the solicitation of an offer to buy or sell any security in any jurisdiction where such an offer or solicitation
would be illegal.

BP EQUITIES Pvt. Ltd have exercised due diligence in checking the correctness and authenticity of the information contained herein, so
far as it relates to current and historical information, but do not guarantee its accuracy or completeness. The opinions expressed are our
current opinions as of the date appearing in the material and may be subject to change from time to time. Prospective investors are cau-
tioned that any forward looking statement are not predictions and are subject to change without prior notice.

Recipients of this material should rely on their own investigations and take their own professional advice. BP EQUITIES Pvt. Ltd or any
of its affiliates or employees shall not be in any way responsible for any loss or damage that may arise to any person from any inadvert-
ent error in the information contained in this report. BP EQUITIES Pvt. Ltd. or any of its affiliates or employees do not provide, at any
time, any express or implied warranty of any kind, regarding any matter pertaining to this report, including without limitation the implied
warranties of merchantability, fitness for a particular purpose, and non-infringement. The recipients of this report should rely on their own
investigations.

BP EQUITIES Pvt. Ltd and/or its affiliates and/or employees may have interests/ positions, financial or otherwise in the securities men-
tioned in this report. Opinions expressed are our current opinions as of the date appearing on this material only. While we endeavor to
update on a reasonable basis the information discussed in this material, there may be regulatory, compliance, or other reasons that pre-
vent us from doing so.

This report is not directed to or intended for display, downloading, printing, reproducing or for distribution to or use by any person in any
locality, state and country or other jurisdiction where such distribution, publication or use would be contrary to the law or regulation or
would subject to BP EQUITIES Pvt. Ltd or any of its affiliates to any registration or licensing requirement within such jurisdiction.
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