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Issue Offer

Fresh Issue of 43,22,000 equity shares up to

INR30Cr.
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Incorporated in 2015, Annapurna Swadisht Ltd (ASL) is one of the largest FMCG
players, and one of the fastest growing impulse packaged snack companies in
Eastern India. The company manufactures and sells snacks and food products,
namely, Fryums, cakes, candies, namkeen, chips and Gohona Bori, and has a daily
sales volume of 12 Lakh packets. It has a large presence across Tier 2 and 3 cities,
and rural areas. The MRP ranges from INR 1 for candies to INR 5 for Snacks. As of
FY22, 96% of ASLs revenue comes from fryum sales (93% in Q1FY23), and 69% of
the revenue as of FY22 comes from the West Bengal region.

Investment Rationale

Market Dominance in Target Markets: The target market for ASL is the rural
market of east India (West Bengal, Odisha, Assam, Jharkhand and Bihar) where it
has a dominant market share due to its presence at the INR 5 price point, and the
products are well known to the public. Considering the rural FMCG market in
India has been growing at a CAGR of 11.3% over the last decade, and accounts for
45% of the Indian FMCG market, the company still has huge untapped potential
to grow its share. ASL plans grow the customer base in existing geographies.

Well Equipped Manufacturing Facilities: The company has 2 manufacturing units;
one in Siliguri with an area of ~35,000 sq. ft. which employs 235+ people, and one
at Asansol with an area of ~50,142 sq. ft. The Asansol unit has a capacity of 15 mt
of fryums whereas the Siliguri unit has a capacity of 10 mt of fryums- both of
which currently operate at 80% utilization. Both units are well equipped with
custom made machineries from international suppliers and other handling
equipment required facilitate smooth manufacturing and energy efficiency. The
units also have an in-house laboratory for quality. The production process of
fryums is semi automated. The company is in the process of opening 2 more units
to double its capacity by January 2023.

Testing and Quality Control Facilities: Strict measures are put into place to
control quality and ensure product safety from beginning to the end of the
manufacturing process. A team of 25 personnel ensure that each product adheres
to internal and external quality control standards and regulations.

Product Development: The product development team is continuously engaged
in market research and analysis into evolving customer trends and preferences to
maintain ASLs competitive position. Product development manifests through
changes in product composition, and new flavor launches.

Elaborate Distribution Network: As of today, the company has a network of 300
distributors and 80 super distributors. Distributors cater to retailers and
wholesalers within a ~10km radius and have a turnover of INR 5 Lakh per month,
whereas super distributors cater to retailers and wholesalers within a ~35-40km
radius and have sub distributors under them in surrounding villages and towns.
They have a turnover > INR 5 Lakh per month. ASLs large product portfolio,
effective distribution, strong brand, and extensive marketing efforts have further
strengthened relationships with distributors. The company continually interacts
with clients to maintain customer satisfaction.

Valuation and View: ASL has demonstrated stellar revenue growth at a 111% 3
year CAGR. It is well placed in its target markets with little threat from bigger
players. Considering its active product management activities and plans for
aggressive distributor network growth, the company is well poised to grow its
market share in the years to come. ASL is currently valued at a P/E of 20x based
on its FY22 EPS of INR 3.44. We recommend that investors subscribe for long
term.
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Key Persons:

Key Person Description

He is the Promoter cum Managing Director and was named Director upon the conversion of the firm into a
Mr. Shreeram Bagla |Company. Mr. Shreeram Bagla was further designated as the Managing Director of the Company in the EGM
held on 01/07/2022. He has an experience of 10 years in the Industry and is responsible for the expansion and
overall management of the business, and has since been instrumental in leading the business.

Mr. Sumit Sengupta |[He is the Director and was named Director upon the conversion of the firm into a Company. Mr. Sumit
Sengupta was subsequently designated as the Whole- Time Director of the Company in the EGM held on
01/07/2022. He has experience of 15+ years in different industries, and currently manages the entire
company's production.

Mr. Rajesh Shaw He is the Whole Time Director with 30+ years of experience in the industry. Rajesh is spearheading the
Company’s efforts in implementing an ERP CRM package. Rajesh’s last assighment was with ITC, where he
spent 11 years as a SAP FICO Manager. He has also worked with reputed companies, primarily as an IT
process system professional.

Mr. Chandan Ghosh [He is an Independent Director with an experience of 30+ years in the field of food processing as a strategic
management professional and business growth leader. His last assignment was with Nestle.

Source: RHP, Arihant Capital Research

Peer Review:
sales (INR Cr) P/E (x) B?Fs\'(czi';s CM:O(;:)'OQ' ?F‘:(':‘:; NAV Per Share (FY22)
Annapurna Swadisht Ltd. 61 20 3.44 70 31.89% 10.79
Prataap Snacks Ltd. 1383 643 1.24 798 0.47% 266.17
DFM Foods Ltd 554 -74 -4.93 365 -16.02% 30.38
Britannia Industries Ltd 13945 59 63.31 3753 58.63% 107.38

Source: RHP, Arihant Capital Research
Abridged Financials:

INR Cr Q1FY23 FY22 FY21 FY20 3 year CAGR
Revenue 28.99 61.05 20.29 13.74 111%
EBITDA 2.23 5.14 1.48 0.77 158%
PAT 1.31 2.41 0.51 0.34 165%
EPS 1.42 3.44 0.73 0.49 165%
Book Value (including share

applications pending allotment) 22.23 15.45 231 0.83 332%
Debt 28.06 43.57 9.13 3.53 251%
Total Assets 50.28 59.03 11.44 4.36 268%
Working Capital 9.90 0.56 -0.49 -0.97 -
Cash 2.28 2.38 0.05 0.08 455%

Q1FY23

EBITDA Margin 8.42% 7.31% 5.61%
PAT Margin 3.95% 2.52% 2.49%
Total Asset Turnover Ratio 1.73 2.57 -
Working Capital Turnover ratio 108.60 - -
ROCE 4.08% 4.47% 7.87%
ROE 15.59% 22.11% 41.48%

Source: RHP, Arihant Capital Research

Management Interaction Highlights:

» The company has recently enlisted with Big Basket in an attempt to grow its online D2C presence for its premium products
(organic ghee, honey, etc.). This will allow for better profitability and brand visibility.

» With the pre- IPO proceeds, ASL is expanding the Siliguri facility. This should grow revenues by 40-45% on completion.

Additionally, the company has planned an INR 21 Cr Capex to set up 2 backward integrated new facilities at Gurap (Cake, Rusk,

Flour Mill) and Dhulagarh (extruded snacks, fryums, wafers) to double the existing capacity, which should come up by January

2023 (post which they will operate at 75% utilization) and will suffice for the next 6-8 quarters.

Grammages were reduced when palm oil prices were high and increased when they began to lower.

The marketing budget is ~2% of revenues.

The affordable consignment value offered by ASL is preferred by distributors in rural areas over consignments of large

competitors that are relatively expensive. This protects its market share across its target markets.

» Revenues from outsourced products is 10-12% from 3 products- cake, chips and namkeen. The outsourced facilities are in
close proximity to the manufacturing hubs.

» The company is aggressively undertaking to grow its distribution network increase its market share in existing states. It

already boasts a well connected distributor network which is expected to grow substantially over the next 2 quarters.
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Disclaimer: This document has been prepared by Arihant Capital Markets Ltd. This document does not constitute an offer or
solicitation for the purchase and sale of any financial instrument by Arihant. This document has been prepared and issued on the
basis of publicly available information, internally developed data and other sources believed to be reliable. Whilst meticulous care
has been taken to ensure that the facts stated are accurate and opinions given are fair and reasonable, neither the analyst nor any
employee of our company is in any way is responsible for its contents and nor is its accuracy or completeness guaranteed. This
document is prepared for assistance only and is not intended to be and must not alone be taken as the basis for an investment
decision. The user assumes the entire risk of any use made of this information. Arihant may trade in investments, which are the
subject of this document or in related investments and may have acted upon or used the information contained in this document
or the research or the analysis on which it is based, before its publication. This is just a suggestion and Arihant will not be
responsible for any profit or loss arising out of the decision taken by the reader of this document. Affiliates of Arihant may have
issued other reports that are inconsistent with and reach different conclusion from the information presented in this report. No
matter contained in this document may be reproduced or copied without the consent of the firm.
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