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Devyani International Ltd (DIL) is the largest Franchisee of Yum Brand operating in more than
26 states and 3 union territories in India. The company is also amongst the largest operators of
chain Quick Service Restaurants (QSR) on a non-exclusive basis in India. DIL operates brands such
as KFC, Pizza Hut and Costa Coffee in India as well as in the International markets. DIL also owns
and operates its own franchisees such as Vaango, Food Street, Masala Twist, Ile Bar, Amreli, and

Ckrussh Juice Bar in India.

DIL has over two decades of experience in this industry starting with only one store in 1997; it has
now around 735 stores across India and international locations as on June’21. DIL was the single
largest QSR company in India that listed on the Swiggy platform, and was among the largest QSR
companies in India to be listed on the Zomato platform in the calendar years 2019 and 2020. Yum
Brands Inc. operates brands such as KFC, Pizza Hut and Taco Bell globally with more than 50,000

restaurants in over 150 countries, as of December 31, 2020.

DIL classifies its business broadly into three verticals which are Core Brands Business, International
Business and Other business. Brands like KFC, Pizza Hut and Costa Coffee is considered as core
brands which come under the Core Brand Business operated only in India. The International
Business hosts operations of KFC and Pizza Hut franchisee in certain international locations
such as Nepal and Nigeria. The last vertical is the Other Business which have operations in F&B

industry comprising of own brands such as Vaango and Food Street.

Following the onset of COVID-19, DIL has increased focus on safety by introduction of contactless
delivery and takeaway, ensuring greater cleanliness of stores, additional safety measures such
as frequent sanitization and temperature checks. Among measures, it adopted to counter the
effects of COVID-19 include re-developing menus to focus on delivery and takeaway options. DIL
also introduced measures to reduce fixed and variable costs and sought rental waivers from store
landlords and lessors. The company has also rationalized certain loss-making stores to ensure
that it continues to maintain a profitability position and strong financial performance. Amidst the
pandemic, DIL has continued to expand their store network and in the 6 months ended March
31, 2021, they opened 109 stores in their Core Brands Business. The QSR companies have grown
the fastest among the Food Service industry at 5.5% CAGR during FY2015-20 and it is expected
to grow at a much faster rate of 12.4% over FY2020-25. DIL has posted revenue of X1,323.68 crs,
%1,535.04 crs. and %1,198.90 crs. in FY19, FY20 and FY21 respectively.
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Issue Details

Fresh issue of Equity Shares aggregating upto 2440
Crores and Offer for sale of 155,333,330 Equity Shares

Issue Highlights

Issue Size: 1,776 -1,838 Cr

No. of Shares: 206,496,120 — 204,222,218

Face Value: X1/-
Price Band: X86-90
Bid Lot: 165 Shares and in multiple thereof

Post Issue Implied

Market Cap : X10,361-10,823 Cr

Issue Opens On: Wednesday, 4th Augl’2021

Issue Closes On: Friday, 6th Aug’2021

Kotak Mahindra Capital,

GCBRLMs: CLSA India, Edelweiss Financial
BRLMs: Motilal Oswal
Registrar: Link Intime India Pvt. Ltd.
Listing : BSE & NSE

Indicative Timetable

Activity On or about
Finalisation of Basis of Allotment 11-08-2021
Refunds/Unblocking ASBA Fund 12-08-2021
Credit of equity shares to DP A/c 13-08-2021
Trading commences 16-08-2021

Issue break-up

% of
Issue

QB 154,459,590- 152,754,165 1,328-1,375 75%

No. of Shares (Approx) XInCr

NIB 30,891,918 - 30,550,832 266-275 15%

Retail 20,594,612 -20,367,221 177-183 10%

Emp 550,000 - 550,000 4.73 -4.95 =

Total 206,496,120-204,222,218 1,776-1,838 100%

Shareholding (No. of Shares)

Pre issue Post issue * Post issue #
1,153,634,990 1,204,797,780 1,202,523,878
* Lower price Band # Upper Price Band
Shareholding (%)

Pre-Issue  Post- Issue
Promoters & Promoter Group 75.79% 67.99%
Public 24.21% 32.01%
Total 100.00% 100.00%
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Strong Global Brands Portfolio

DIL operates franchises of several highly recognized global QSR brands and is the largest franchise
partner for Yum in India. The Core Brands business of the company includes

e KFC, a global chicken restaurant brand with over 25,000 restaurants in over 140 countries, as of
December 31, 2020.

e Pizza Hut, the largest restaurant chain in the world specializing in the sale of ready-to-eat pizza
products. Pizza Hut operates in the delivery, carryout and casual dining segments around the
world with 17,639 restaurants, as of December 31, 2020.

e Costa Coffee, a global coffee shop chain with over 3,400 coffee shops in 31 countries.

The company also owns and operates stores of certain other brands that include Vaango, Food

Street, Masala Twist, lle Bar, Amreli, and Ckrussh Juice Bar.

The company offers its customers a range of full and limited-service dining experiences not only in
terms of cuisine, that includes a variety of offerings such as burgers, pizza, south-Indian food and
street food, but also in terms of the format of offerings including dine-in, cafés, take-away, delivery,

and drive-thrus.

DIL has a varied customer base across multiple price points. The company constantly works on
improving the quality, offerings and value for the customers. For instance, for KFC the company
worked with Yum to introduce innovative product offerings as well as a distinct value proposition,
including ‘KFC Happy New Wednesdays’, ‘4 Value Burgers starting at X 69’, ‘Chicken Buckets starting
at X 199’, ‘Zinger Tandoori Burger’, ‘Chicken Lollipops’ and ‘KFC Chizza’. The Pizza Hut customers span
all age groups and include children, young adults and families. For Costa Coffee, DIL offers various
service formats including stores and kiosks. We believe that the longevity and global recognition of

these Core Brands and related quality and value offerings resonate with customers.
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Presence across key consumption markets with a cluster-based approach

DIL has over the years increased its store count across locations focusing on cluster based expansion
model. The company operated 696 stores across all brands having presence in 26 states and three
union territories across 166 cities in India, as of June 30, 2021. The company has a strong presence
in key metro regions of Delhi NCR (comprising Faridabad, Ghaziabad, Gurgaon, Delhi and Noida),
Bengaluru, Kolkata, Mumbai and Hyderabad. As of March 31, 2021 and June 30, 2021, DIL had 304

stores and 323 stores, respectively, of the Core Brands located in these five major metros in India.
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Total number of operational stores of the Core Brands Business in the top 10 cities

Top 10 Cities pLo ] 2020 2021
Bengaluru 23 30 80
New Delhi 67 70 54
Kolkata 39 39 42
Gurgaon 35 34 34
Noida 30 29 28
Hyderabad 16 25 32
Lucknow 18 18 19
Mumbai 20 16 15
Ghaziabad 13 12 12
Jaipur 9 9 9
Total 270 282 325

Source: Company RHP, LKP Research

In 2020, the quick-service restaurant channel led the industry in terms of the number of transactions
and number of outlets. QSRs are expected to lead the foodservice industry in terms of growth in
the number of outlets, at a CAGR of 6.5% between 2020 and 2025. Over the years, the company
has been consistently increasing the number of stores both organically and inorganically. The stores
in the Core Brands Business increased from 469 stores as of March 31, 2019 to 605 stores as of
March 31, 2021, and were 645 stores as of June 30, 2021. The expansion is driven by the company’s
ability to keep costs low and implement economies of scale through operational leverage. With
cluster-based expansion approach of the company, they have been able to address demand in
high-potential domestic markets. DIL stores are situated in locations that have significant footfalls
such as high street locations, shopping malls, food courts, airports, hospitals, business hubs and
transit areas. The company assesses the location of each store on the basis of a number of factors
including demographics, footfalls, accessibility, parking, delivery potential, consumption patterns

and population density of the local community and availability of other restaurants within the area.

Other factors that the company considers as part of the cluster based approach include retail presence
at a particular location and the brand recognition and recall value of the Core Brands. In assessing the
expansion of the store network, DIL targets an optimal mix across different formats, including dine-
in, delivery, take-away and drive-thrus. The cluster-based approach allows the company to optimize
and manage the supply chain and associated costs. For example, DIL looks to open new stores for
KFC and Pizza Hut in close proximity to one another that allows them to reduce capital costs incurred
during construction of the stores and logistics costs towards supply of raw materials to both stores.
More stores in a particular area allows DIL to capitalize on economies of scale and results in lower
operating costs per store and thereby ensuring higher unit-level profitability. In the cities in India that
DIL currently operates KFC stores, they are the only franchisee of Yum to operate KFC stores, with the

exception of captive markets (i.e. airports, railway stations) within the cities.



DEVYANI INTERNATIONAL LIMITED | IPO Note

Total Business

Store Count Mar-21 Jun-21
Core Brands 605 645
International 37 39
Others 50 51
Total 692 735

Core Brands

Stores across India Mar-19 Mar-20 Mar-21 Jun-21
KFC 134 172 264 284
Pizza Hut 268 269 297 317
Costa Coffee 67 63 44 a4
Total 469 504 605 645

International Business

Store Count Mar-21 Jun-21
KFC - Nepal & Nigeria 32 34
Pizza Hut - Nepal 3 3
Other brands 2 2
Total 37 39

Other Business

Store Count Mar-21 Jun-21
Vaango 26 27
Regionwise Store Count — Core Brands Mar-21 Jun-21
North Region 254 262
East Region 116 123
West Region 47 49
South Region 188 211
Total 605 645

Source: Company RHP, LKP Research
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Regional Presence of Stores in India

( )
Store Concentration Mar-21 Jun-21
Stores in 40 Key Cities 464 486
% of Total Stores 76.69%  75.35%
Stores in 5 regions * 304 323
% of Total Stores 50.25%  50.08%

* Bengaluru, Kolkata, Hyderabad, Mumbai and
Delhi NCR (comprising Faridabad, Ghaziabad,
Gurgaon, Delhi and Noida).

)
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Cross Brand Synergies With Operating Leverage

DIL has streamlined their business processes from conceptualization of the stores to execution of
daily operations. The sourcing, warehousing and distribution of the raw materials is centralized for
particular regions and across the Core Brands Business. This reduces the storage space required
at stores, thereby enabling the company to minimize the store operating costs, without incurring
significant additional expenses at the commissary level. The vehicles that the company deploys for
the delivery of raw materials to the stores are common across the Core Brands Business and also for
stores of brands that form part of the Other Business. These vehicles are refrigerated to ensure that
the ingredients are supplied in a temperature-controlled environment, which is monitored during
transit to ensure quality and minimize wastage. DIL procures bread and bakery products for stores
of the Core Brands from commissaries. The company policy of centralized sourcing from an optimal
number of vendors further facilitates cost efficiencies enabling them to reduce the costs. We believe
that with the multiple brands taking space in specific locations, DIL can negotiate competitive lease

rentals for the stores.

DIL has an internal review committee comprising members of the senior management that meets
frequently to review all new store proposals including aspects such as store location, population in
the proposed location, presence of competition, expected sales, expected brand contribution-store
level and payback period. With a wide portfolio of brands and offerings, the company is able to

launch and operate smaller brands such as Vaango which benefits from operating leverages derived
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from operating a wider brand portfolio. Also, the company is able to obtain competitive rates for
raw materials given that they tap a common pool of suppliers and ensure consistency in service and

delivery standards that the company has gained from operating stores of the Core Brands.

Ability To Adapt Quickly To Changing Customer Needs

Being in a consumer centric industry, DIL is required to stay abreast with the changing dynamics of
the way the consumer requires food and the type of food. The onset of covid-19 has created a strong
market for delivery based food services as compared to dine-in. The growing ease of ordering the food

at the doorstep along with focus on quality, health and safety has forced the foods service companies

to change their business models. DIL has been at the forefront to adopt these changes across its stores.

Key drivers of change in consumer behavior due to Covid-19

Short-mid term Longer term

Personal finances and economic uncertainty

Consumer
Drivers
SECTE a.l:cess to Staying at home Health and safety Increased
foodservice and awareness and
. more concerns . .
retail online purchasing

Decreased mobility

COVID-19 Food Production Delivery Experience Digital/ Techna

Offfer: Enjoyable, Fun,

Strong street food Channel: Takeaway Unique, Socializing via
Pre COVID culture, infusing Method: Efficient, /Online - an additional Dine-in Role: Enabler,
western food with local consistent, seamless avenue, small share, Location: Malls, Convenience, Ease
flavors incremental growth Popular, High footfalls
etc.
s o o — L — 0 —  — | —  — Ry — Ry — i — L — N p— W — R NG —— 0 — 0 — | —— — e — iy — —
Recreate the
Safety and hygiene, Explore the use of Develop a D2C strategy restaurant/brand
Post-COVID healthy eating, “dark kitchens” or independently or in experience within the Contactless payn
authentic local "ghost kitchens” to collaboration with home to enhance Social media activ
delicacies reduce operating costs delivery partners quality perceptions,
Convenience

Source: Company RHP, LKP Research

DIlUs revenue from the delivery channels (including takeaways) have grown significantly over the
last few years. The revenue generated from delivery sales represented 51.15% of the revenue from
operations in the Core Brands Business in FY20 and increased to 70.20% in FY21. The company
intends to continue to create synergies between stores of the Core Brands and their delivery services
by taking advantage of an extensive store network. Going forward, to capitalize on this trend, the
company intends to open additional stores for Pizza Hut and KFC that will be primarily focused on
delivery. The company’s focus going forward will be to have limited dine-in capacity at delivery

focused stores.

Apart from delivery, the company is also working towards creating a healthy and safe environment
across it stores for the customer who prefers to dine-in at the stores during and post pandemic.
DIL adopted contactless dining experiences and takeaways at the restaurants, with the help of
technology. For instance, Pizza Hut, when it opened restaurants during the ‘unlock’ phase of the
pandemic, enabled consumers to order using QR codes on their tables, through which they could
order online. The channel is also focused on modifying their menus according to changing global

trends and Indian eating habits.

LKP Research 6
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Industry at a Glance

The food service sector in India is expected to register a robust growth in coming years, on the back

of a growing delivery ecosystem.

CAGR
Measure 2015 2020 2025
2015-20 2020-25
Value INR (crs) 2,18,924 2,85,479 5,13,062 5.50% 12.40%
Transactions crs) 4,979 6,002 8,378 3.80% 6.90%
Average transaction INR 43.97 47.57 61.24 1.60% 5.20%

Source: Company RHP, LKP Research

QSR, pub, club and bar and FSR lead the India food service profit sector

2020 sales value (INR million) and market share

Sales % Share
34.1% QSR

28,54,791
27.1% Pub, Club & Bar
15.5% ESR

5.2%

22,068,043
12,99,916

Leisure 4,31,890
5.2% Accommodation 4,31,247
4.1% Coffee & Tea Shop 3,41,236
3.7% Mobile Operator 3,13,628
2.8% Workplace 2,33,062
1.2% Travel 1,01,678
0.9% Ice Cream Parlour 72,471
0.2% Retail 1 18,646

0 2,00,000 10.00,000 15,00,000 20,00,000 25,00,000 30,00,000

Source: Company RHP, LKP Research

In 2020, QSRs contributed more than half the number of transactions and the number of outlets among all foodservice channels.

All channels are expected to grow at robust rates in coming years, owing to the post pandemic economic rebound

Sales historic and future growth

3.2% QsRk I ] 2,49

Pub, Club & Bar I 12.0%

3.9% FSR I 15,05
Leisure P 20,2%
Accommaodation I 17.7%
Coffee & Tea Shop I 15,09

4.1% Mobile Operator e 11,6%
Workplace P 14,2%

-5.5% Travel P 17.4%
-4.8% Ice Cream Parlour I 19,2%
3.1% Retail I 10.5%
1D.ID% 5.6’% G.IE'I% —5.::)‘!6 -mI.D% 0.0% 5.0% 10.0% 15.0%4 20.0% 2508
CAGR 2015-2020 CAGR 2020-2025

Source: Company RHP, LKP Research

LKP Research 7



DEVYANI INTERNATIONAL LIMITED | IPO Note

The quick service restaura nel grew the highest among all foodservice channels
Outlets historic and future growth CAGR 2020-2025

19,95,104 QSR P 2.0% 6.5%
3,309,117 Mobile Operator I 0.7% 1.4%
3,723,011 FSR I 1.6% 2.6%
2,50,561 Accommodation . 0.7% 2.1%
2,17,003 Coffee & Tea Shop B 0.1% 1.4%
2,08,248 Pub, Club & Bar . 0.5% 1.9%
1,25,896 Workplace -0.5% . 0.7%
85,716 Ice Cream Parlour -0.2% ™ 1.4%
58,937 Retail e 0.6% 1.2%
56,595 Leisure e 1.3% 2.6%
T T T T T T T T T T 1
25,00,000 20,00,000 15,00,000 10,00,000 5,00,000 0 -1.0% 0.0% 1.0% 2.0% 3.0%
Number of Qutlets per profit sector channel in 2020 CAGR 2015-2020

Source: Company RHP, LKP Research

Quick Service restaurants led the food service profit sector in terms of the number of transactions in 2020

CAGR 2020-2025
60,018 QSR . 3.8% 6.9%
Coffee & Tea Shop -0.8% Ww 5.9%
Mobile Operator e 3.0% 6.1%
Workplace . 1.0% 7.2%
Pub, Club & Bar -0.8% 6.7%
FSR e 2.7% 7.2%
Leisure e 2.9% 9.2%
Accommodation -0.2% N 7.4%
Travel -0.8% W 8.2%
Ice Cream Parlour -2.6% I—— 6.7%
Retail P 1.8% 5.5%
T T T T T T T T T T 1
80,000 60,000 40,000 20,000 0 -4.0% -2.0% 0.0% 2.0% 4.0% 6.0%
Number of Transactions (million) per profit sector channel in 2020 CAGR 2015-2020

Source: Company RHP, LKP Research

Key Players in the Industry

DIL has peers like Jubilant FoodWorks, Westlife Development and Burger King as its competitors.

Name of the company TOta(!ri]rc\OCTs(; FV (%) P/E EPS(X) RONW(%) NAV pesrhi]?::;\;
Devyani International 1,198.90 1 [e] -0.5 - 1.03
Listed Peers

Jubilant FoodWorks 3,384.95 10 179.21 17.55 16.16 108.12
Westlife Development 1,030.33 2 NAA -6.38 - 30.89
Burger King India 522.93 10 NAA -5.47 - 17.59

Source: Company RHP, LKP Research
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Company Overview

Devyani International Ltd (DIL) is the largest franchisee of Yum Brand operating in more than 26
states and three union territories in India. The company is also amongst the largest operators of chain
quick service restaurants on a non-exclusive basis in India. DIL operates brands such a KFC, Pizza Hut
and Costa Coffee in India as well as in the International markets. DIL also owns and operates its own

franchisees such as Vaango, Food Street, Masala Twist, Ile Bar, Amreli, and Ckrussh Juice Bar in India.

The company operates it business broadly under three verticals i.e. Core Brands, International

Business and Other Business.

Segmental Revenue

Particulars (X In Crs) 2019 2020 2021
Core Brands 977.6 1,108.5 953.6
Growth % 13.4% -14.0%
% of Total 74.6% 73.1% 84.0%
International 110.4 149.1 115.4
Growth % 35.1% -22.6%
% of Total 8.4% 9.8% 10.2%
Other Business 217.8 253.5 59.9
Growth % 16.4% -76.4%
% of Total 16.6% 16.7% 5.3%
Other operating revenue 4.9 5.2 6.0
Growth % 7.2% 15.8%
% of Total 0.4% 0.3% 0.5%
Total Revenue 1,310.6 1,516.4 1,134.8
Growth % 15.7% -25.2%

Source: Company RHP, LKP Research

Core Brands Business

The Core Brands business is the largest vertical of the company with around 84% revenue share.
The vertical comprise of core brands like KFC, Pizza Hut and Costa Coffee having operations in India.
The company operated 645 stores of the Core Brands in India, comprising 284 KFC stores, 317 Pizza
Hut stores and 44 Costa Coffee stores as on June’21 which increased from 605 stores, comprising
264 KFC stores, 297 Pizza Hut stores and 44 Costa Coffee stores as on March’21. DIL operates KFC
and Pizza Hut stores based on various technology license agreements that Yum and the company
entered into, and trademark license agreements between the company and Kentucky Fried Chicken
International Holdings LLC and Pizza Hut International LLC. The company operates Costa Coffee
stores based on the development agreement entered into with Costa. DIL has a strong 25 year long

relationship with Yum, and Yum holds strategic equity in the company.
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Key Metrics — Core Brands

Particulars (X In Crs)

Same Store Sales Growth (SSSG)

KFC 4.65% 3.15% -33.69%
Pizza Hut 4.67% -3.68% -30.25%
Costa 2.72% -4.38% -61.64%

Revenue from operations (X In Crs)

KFC 464.11 609.13 644.26
Contribution % 47.5% 55.0% 67.6%
Pizza Hut 423.29 417.43 287.91
Contribution % 43.3% 37.7% 30.2%
Costa 90.20 81.96 21.40
Contribution % 9.2% 7.4% 2.2%
Total 977.61 1,108.52 953.57

Gross Margin (X In Crs)

KFC 306.43 394.97 436.02
Margin % 66.0% 64.8% 67.7%
Pizza Hut 313.14 312.56 213.45
Margin % 74.0% 74.9% 74.1%
Costa 69.36 63.40 16.80
Margin % 76.9% 77.3% 78.5%
Total 688.93 770.92 666.27
Margin % 70.5% 69.5% 69.9%

Source: Company RHP, LKP Research

KFC India

The KFC journey began in India with first store opened in 2005 at Kolkata. The company now operates
around 284 KFC stores located in 21 states and two union territories, across 107 cities in India. The
company operates two formats of KFC stores, namely, a larger format with full service dining in
capacities, and small-store formats to cater to delivery/ take-away orders with limited seating for

customers/ riders waiting to pick-up orders.

In the cities in India that DIL currently operates KFC stores, they are the only franchisee of Yum to
operate KFC stores, with the exception of captive markets (i.e. airports, railway stations) within the
cities. The KFC stores in India are generally located in neighborhood markets in urban areas, such as
high-street locations, shopping malls and food courts, business hubs, drive-thrus, and transit locations
such as airports. DIL operates the KFC stores pursuant to technology license agreements entered
into with Yum (“KFC TLA”), and trademark license agreements entered into with KFC International
(“KFC TMA”) that are typically valid for a period of ten years with a one-time option to renew for a
subsequent period of ten years. The company enters into a KFC TLA and a KFC TMA for each store
they open. Under the KFC TLAs, DIL is permitted to use the KFC restaurant formats, operating system
and various standards, specifications, to operate their KFC stores, and under the KFC TMAs, the
company is permitted to use the trademarks, copyrights, patents and other intellectual property

under the KFC brand, that are required to operate the KFC stores.

LKP Research
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KFC Presence in India
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Source: Company RHP, LKP Research
Key financial and operational information on KFC Stores In India
Annual Quarter ended

Particulars

2019 2020 2021 Dec-20 Mar-21
Stores 134 172 264 240 264
Cities 57 76 97 88 97
SSSG 4.65% 3.15% -33.69% -13.00% 19.62%
Revenue from Operations (X crs) 464.11 609.13 644.26 221.05 254.03
Average Daily Sales per store (X)) 1,13,852 1,16,740 1,00,270 1,12,237 1,18,498
Average Daily Transactions per store 284 286 197 220 238
Average Transaction Size (X) 400.94 408.80 508.44 510.20 497.46
Brand Contribution* — Store Level 853.65 972.66 1,181.70 423.16 574.64
Brand Contribution — Store Level Margin 18.39% 15.97% 18.34% 19.14% 22.62%

*Brand Contribution is calculated as revenue from operations at the store less (i) cost of materials consumed at the
store; (i) employee benefit expenses of employees at the store; and (iii) other expenses incurred at the store level.

Source: Company RHP, LKP Research

Being among the first international chains that entered the Indian QSR industry in 1996, the KFC
brand is associated with its vibrant, contemporary store designs, and signature menu items. This
has enabled KFC to grow into an aspirational brand in India with new store and product launches

garnering significant attention and interest.

LKP Research
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Marketing for KFC is carried out by Yum. DIL is required to spend (in accordance with Yum’s directions)
6% of the gross revenues for the relevant store (excluding applicable taxes) in connection with the
advertisement, promotion and marketing activities as contemplated in the KFC TLA. Out of the 6%,
DIL is required to contribute 5% to Yum, and spend 1% of the gross revenues per store, for localized/

store-based promotion and marketing activities.

Pizza Hut India

Began in 1997 by opening first store in Jaipur, the company now operates 317 Pizza Hut stores located
in 20 states and three union territories, across 106 cities in India. DIL mainly operates two formats of
their Pizza Hut stores, namely, a larger format with full service dining-in capacities, and small-store
formats to cater to delivery/ take-away orders with limited seating for customers/ riders waiting to

pick-up orders.

Pizza Hut Presence in India
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Source: Company RHP, LKP Research

DIL operates the Pizza Hut stores pursuant to technology license agreements entered into with
Yum (“PH TLA”), and trademark license agreements entered into with Pizza Hut International LLC
(“PH TMA”), that are typically valid for a period of ten years with a one-time option to renew for a
subsequent period of ten years. The company enters into a PH TLA and a PH TMA for each store they
open. Under the PH TLAs, DIL is permitted to use the Pizza Hut restaurant formats, operating system
and various standards, specifications, to operate their Pizza Hut stores, and under the PH TMAs, the
company is permitted to use the trademarks, copyrights, patents and other intellectual property

under the Pizza Hut brand, that are required to operate the Pizza Hut stores.
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Similar to KFC, DIL is also involved in various decision-making processes on key branding aspects
of the company’s Pizza Hut stores such as marketing campaigns, branding strategies, customer

acquisition and retention strategies.

Key financial and operational information on Pizza Hut Stores In India

S Annual Quarter ended

2019 2020 2021 Dec-20 Mar-21
Stores 268 269 297 273 297
Cities 83 82 100 89 100
SSSG 4.67% -3.68% -30.25% -11.01% 13.40%
Revenue from Operations (X crs) 423.29 417.43 287.91 95.12 103.59
Average Daily Sales per store (%) 44,679 43,918 34,900 40,464 41,788
Average Daily Transactions per store 94 94 66 76 80
Average Transaction Size () 476.25 466.96 530.22 532.19 519.54
Brand Contribution™ — Store Level 655.48 438.96 372.44 153.57 156.69
Brand Contribution — Store Level Margin 15.49% 10.52% 12.94% 16.14% 15.13%

*Brand Contribution is calculated as revenue from operations at the store less (i) cost of materials consumed at the
store; (ii) employee benefit expenses of employees at the store; and (iii) other expenses incurred at the store level.

Source: Company RHP, LKP Research

Pizza Hut’s constant menu innovations and affordable pizza offerings makes it a strong competitor in
the Indian QSR industry, driving consumption of pizza as a regular meal rather than an occasional/

celebratory meal opportunity.

Marketing for Pizza Hut is carried out by Yum. DIL is required to spend (in accordance with Yum’s
directions) 6% of the gross revenues for the relevant store (excluding applicable taxes) in connection
with the advertisement, promotion and marketing activities as contemplated in the KFC TLA. Out of
the 6%, the company is required to contribute 5% to Yum, and spend 1% of the gross revenues per

store, for localized/ store-based promotion and marketing activities.

Costa Coffee

The first Costa Coffee store in India opened in 2005 at Delhi and within span of fifteen years, the
count has increased to 44 Costa Coffee stores located in eight states and one union territory, across
17 cities in India. DIL currently operate two formats of Costa Coffee stores, namely, our full retail
stores at high-street locations and malls, and branded kiosks at airports, hospitals and food courts

at highways.

DIL operates the Costa Coffee stores pursuant to an international development agreement entered
into with Costa International Limited (“Costa”) dated September 28, 2004, amended subsequently
by a deed of variation dated January 28, 2010 (the “Deed of Variation”) together with side letters
and variation letters issued by Costa from time to time (together with the Development Agreement,
the “Costa IDA”). The Costa IDA was initially valid until December 31, 2014, and has been periodically
renewed for two successive terms of five years each. In accordance with the Costa IDA, each store
the company opens is subject to the grant of a trading certificate/ operational agreement by Costa.
The Costa IDA grants the company right to operate and maintain Costa Coffee stores developed by
DIL using the Costa trade names and marks, and know-how, in certain territories in India. Under
the Costa IDA, DIL is required to procure products for their Costa Coffee stores either from Costa or
suppliers nominated/ approved by Costa. The Costa IDA provides the company with flexibility over
the operations with respect to product innovation and development, menu architecture, product
and services pricing, marketing initiatives, and management of the company’s supply chain, subject

to compliance with quality standards and specifications provided by Costa.

LKP Research




DEVYANI INTERNATIONAL LIMITED | IPO Note

Costa Coffee Presence in India
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Source: Company RHP, LKP Research
Key financial and operational information on Costa Coffee Stores In India
Annual Quarter ended

Particulars

2019 2020 2021 Dec-20 Mar-21
Stores 67 63 44 45 44
Cities 16 18 17 17 17
SSSG 2.72% -4.38% -61.64% -55.92% -24.89%
Revenue from Operations (X crs) 90.20 81.96 21.40 7.61 8.53
Average Daily Sales per store (X)) 37,458 37,414 18,510 20,706 24,592
Average Daily Transactions per store 123 117 58 67 69
Average Transaction Size (X) 304.35 319.10 320.23 306.82 357.76
Brand Contribution* — Store Level 181.73 174.09 33.21 27.11 25.81
Brand Contribution — Store Level Margin 20.15% 21.24% 15.52% 35.63% 30.27%

*Brand Contribution is calculated as revenue from operations at the store less (i) cost of materials consumed at the
store; (ii) employee benefit expenses of employees at the store; and (iii) other expenses incurred at the store level.

Source: Company RHP, LKP Research
The company is required to spend at least 2% of the gross sales of the Costa Coffee stores on local

marketing activities, based on a marketing plan approved by Costa and as may be required by Costa

from time to time.
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International Business

DIL has also forayed into the international markets by opening stores of KFC and Pizza Hut brands. The
company has presence in Nepal and Nigeria with 39 stores of Core Brands outside India, comprising
34 KFC stores, three Pizza Hut stores and two stores another brand. DIL operates KFC and Pizza Hut

stores in Nepal, and KFC stores in Nigeria, on a non-exclusive sole franchisee basis.

Breakdown of Revenue from operations and EBIDTA of
the International Business

Particulars (X In Crs) 2019 pLop o] 2021
Revenue

Nepal 76.36 113.15 93.23
% of Total 69.2% 75.9% 80.8%
Nigeria 34.01 35.95 22.13
% of Total 30.8% 24.1% 19.2%
Total 110.37 149.11 115.36
Growth % 35.1% -22.6%
EBIDTA

Nepal 17.10 24.58 22.07
Margin % 22.4% 21.7% 23.7%
Nigeria 6.90 7.42 5.19
Margin % 20.3% 20.6% 23.4%
Total 24.00 32.00 27.25
Margin % 21.7% 21.5% 23.6%

Source: Company RHP, LKP Research

Other Business
Apart from the core brands the company also owns and operates stores of other brands such as
Vaango, The Food Street, Ile Bar, AMRELI, Ckrussh Juice Bar, among others. DIL operates these in the

form of outlets within larger food courts in malls and airports.

Store Opening Fees & Revenue Terms
For each store that DIL opens under the Core Brands Business, they are required to pay an initial fee.
Under the KFC TLAs and Pizza Hut TLAs for stores opened in 2021, the company is required to pay
USS 53,400 (subject to US CPI index) and USS$ 26,700 (subject to US CPI index) for each KFC store and
Pizza Hut store opened, respectively. Under the Costa IDA, the company is required to pay a nominal
fee for every Costa Coffee store opened. In addition:
e Under the KFC TLAs, the company is required to pay a continuing fee amounting to 6.30% of the
revenues of each KFC store as consideration for the right to use the KFC restaurant formats and

operating systems.

e Under the PH TLAs, the company is required to pay a continuing fee amounting to 6.30% of the
revenues of each Pizza Hut store as consideration for the right to use the Pizza Hut restaurant

formats and operating systems.

e Under the Costa IDA, the company is required to pay a franchisee fee amounting to 6.00% of
the sales (excluding GST) of each Costa Coffee store as consideration for the right to sell coffee

products and use the Costa brand.
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