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Key Data
BSE Code 507205
BSE ID TILAKIND
Issued Shares 96.95 mn
Face Value ~10.00
Market Cap. *8.20 bn (US$ 181.55 mn)
CMP 84.55
BSE Sensex 20,028
52-week High/Low 147.80/29.54
3M Avg Vol (No of Shares) 257336
Valuation Ratios
Yr to 31 Mar FY08 FYO09 FY10
Adj.EPS () 6.42 10.26 15.67
EPS Growth (%) N.A  59.75 52.76
PER (x) NM NM 2213
PBV (X) 240 150 254
Dividend/Yield (%) 0.15 0.20 0.01
EV ( bn) 3.26 3.22 9.27
EV/Sales (x) 238 136 245
EV/EBITDA (X) 12.00 7.48 11.50

Note: Company has declared 2:1 bonus in Sep 2009 &
Sep 2010

Shareholding Pattern (%)

M wQmn SEPQM
Promoters 61.41 60.15
Flls 7.50 11.75
MFs 2.33 2.63
Public & Others 28.76 25.47
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Tilaknagar Industries Limited

dr
High economic growth rate of India coupled with rapid urbanization,

Favorabl e demographic profile
increased consumerism, high disposable income and adoption of
trendier lifestyle provides tremendous opportunity for the Breweries

and Distilleries industry.

Indian Made Foreign Liquor (IMFL) I a diversified mix of

product portfolio an d a major revenue driv
During FY10, the company introduced 11 new brandscatering to new
consumer segment which includes acquisition of 7 brands from
Alcobrew Distilleries India Pvt. Ltd. Currently company has more than
40 brands and the registered brand in the CSD segmenthave grown
from 4 to 11.The market share of the company in the IMFL segment
has increased from 3% in FY09 to 4% in FY10 with a significant

increase in market share of brandy from 7.1% to 14.1%.

Robust Margin Growthd©é

During FY 10, the net operating income of the company increased by
59.40% from "237.42 Cr in FY09 to ~378.45 Cr in FY10. On CAGR
basis the net operating income, operating profit and net profit of the

company grew by 66.56%, 72.28% and 67.37% respectively in last 3

years.
Better utilizaton of the installed capaci
During the vyear, the company successfully installed and

commissioned a new 50,000 litres per day Extra Neutral Alcohol
(ENA) plant and is operating close to 100% of its rated capacity
Another facility having a capacity of green field 100,000 litres per

day Grain based alcohol,is also on the verge of completion.
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COMPANY PROFILE:

Brief History:
Tilaknagar I ndustries was &estatl
Lt d. 6 bynMr.1N8aBaBlev Dahanukar as a manufacturer of

sugar and allied products. In 1973, through its subsidiary
DistiLtdrdbeshandoimp
into manufacturing of Industrial Alcohol, Indian Made Foreign

0Tilaknagar

Liquor (IMFL) and sugar cubes. Later in 1993, both companies
6 Ti | ak nGommany hds two

wholly owned subsidiaries, hamely, Prag Distillery Ltd. and Surya

merged to form
Organic Chemicals Ltd and has recently acquired 100% stake in Goa

based Kesarval Springs Distillers Pvt. Ltd.

The company is headed by Mr. Amit Dahanukar who is the
chairman and managing director of the company and holds degree
in Electrical Engineering and a Masters degree in Engineering
Management from Stanford University, USA. The board comprises
of 5 independent directors, 1 non executive director and 1 executive
director. Mr. SV Muzumdar and Mr. VB Haribhakti are non
executive independent directors and have been associated with the
company for more than three decades. The board members have
varied experience in the fields of financial services, investment

banking and human resource management.

Business Operations

Tilaknagar Industries is engaged in manufacturing and distribution
of IMFL, Diethyl Oxalate, Industrial Alcohol and other Spirits. It is
one of the leading players in the manufacture and marketing of
IMFL and has a prominent presence in South India (Karnataka,
Andhra Pradesh, Kerala, Puducherry and Tamil Nadu) which
accounts for 90% of sales volume. IMFL encompasses wide product
portfolio of Brandy, Whisky, Rum, Vodka and Gin with over 40
brands in its portfolio with Brandy accounting for approximately
65% of IMFL. Exports forms about 1% of the revenueand includes
overseas markets inWestern Africa, Caribbean Islands, Europe and

Asia.




TILAKNAGAR IND BRICKWORK

Manufacturing and Distribution:

. The company owns a primary manufacturing and bottling facility at
Channel wise breakdown pany P y g ¢ y
Shrirampur, Maharashtra with an installed capacity to produce 200 KLPD
(100 KLPD Grain based and 100 KLPD molasses based) ENA (Extra

Neutral Alcohol). It has two other bottling plants in form of subsidiary at

of sales:

6% 5%

Andhra Pradesh and Karnataka with licensed capacity of 100,000 cases per
month. With a view to strengthen its existing product portfolio, the

company recently acquired 100% stake in Goa based Kesarval Springs

Distillers Ltd, which has bottling capacity to manufacture 15,000 cases

M Government Corporations

™ Distributors .
Direct Sales wine per month.

The company has 7 lease arrangements and 21 ti@p units for carrying out
manufacturing and bottling activities. In order to enter into new market

the company usually forms a tie-up arrangement with existing distillery

Industry Segmental unit and provides them with the all the necessary raw materials and
Market Share (FY10): blenders and the final product is tested back at mother plant for a quality
6.48% check. The company sells its product through three channels: Government

Corporations, Distributors and Direct Sales. About 89% of the sales is
through government corporations , 6% through distributors and direct sales

is mere 5%.

¥ Brandy ™ Whiske Rum ® Others .
Y 4 Industry Analysis:

Favorable de mographic profile drives th
High economic growth rate of India coupled with rapid urbanization,
increased consumerism, high disposable income and adoption of trendier
lifestyle provides tremendous opportunity for the Breweries and

. . Distilleries industry.
Industry growth in various

segments (FY10): India is third largest market for alcoholic beverages in the world with over
30.00% 295 distilleries scattered throughout the country with an installed
20.00% /\/\ capacity of 3,540 million litres. The IMFL segment, comprising 52.5% of
10.00%

the India Alcoholic Beverage Industry, is estimated to be over 190 million
0.00% -

cases, with Brandy accounting for more than 50% of IMFL. During FY10
S IMFL registered a total growth of 10.45% over the previous year and

—— Growth going forward the growth is expected to be around 1213% There are

around 23,000 licensed liquor outlets in India and another 10,000
outlets, such as bars and restaurants to facilitate the industry.
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Major key growth drivers for the Industry:
e The per capita consumption of IMFL in India is 0.82 liters
annually, which is very low compared to global annual average of

4.63 litres, thus providing huge opportunity.

e Increase in the urbanization, disposable income, working age
population and expansion of the middle class group, leads to the
increase in consumer class, thereby creating huge development
potential for the industry.

e The adoption of the trendier lifestyle , change in the outlook of the
youth and increased social acceptance of alcoholhas created a

strong base for the industry to grow further.

Industr y Competitiveness:

The five forces model helps to determine the competitive intensity and
therefore the industry attractiveness. The existence of many players and
number of brands makes the industry highly competitive. The Breweries
and Distilleries indust ry framework has been analyzed on the basis of
buyer and seller bargaining power, threat of new entrants, threat of
substitutes that determines the degree of rivalry among existing players.

Supplier Power: Less Threat of New Entrants:
® Backward Integrated Industry Less

* In-house or tie-up arrangements *Highly regulated Industry

* Easy availability of raw material *Brand Loyalty
substitutes ® Challenging distribution setup

Buyer Power: Neutral Threat of Substitutes:

eAvailability of various brands Less

* High brand loyalty * Less willingness to switch to
* High incidence of taxes other power drinks.
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Robust margin growtheé

Net Operating Income (In ¥ Cr) 136.71  237.42 2378.45
, . Lo EBIDTA (In% Cr) 27.1 .06  8o.
a{ UNEY I INEBOU |paranzcr s e 3000
net operating income for Capital Structure:
C M A & Tangible Networth (In¥ Cr) 100.78 129.84 197.04
> Borrowings (In< Cr) 64.76 132.20 453.47
Debt/Equity (x) 0.59 1.02 2.30
Profitability:
Operating Profit Margin 19.86% 18.14% 21.20%
Net Profit Margin 8.07%  7.42%  8.16%
ROCE 14.31% 15.18% 11.20%
ROE 10.05% 13.57% 15.68%
Coverage Ratio:
Interest Coverage (x) 5.40 4.02 3.42
Lquidity Ratio:
Quick Ratio 1.47 1.36 2.82
dOn CAGR basis the net Current Ratio (x) 1.77 1.97 3.56

. . . Source: CMIE, Brickwork Research
operating income, operating
profit and net profit of the With dynamic management on the board, aggressive marketing efforts
company grew by 66.56%,
72.28% and 67.37%

NEaLSOuA@St &

and better capacity utilization, the sales volume of the company
increased from 5.54 mn cases in FY09 to 8 mn cases in FY10During
the year, net operating income of the company increased by59.40%
from ~237.42 Crin FY09 to ~378.45 Crin FY10. On CAGR basis he net
operating income, operating profit and net profit of the company grew
by 66.56%, 72.28% and 67.37% respectively in last 3 yearsWith better
efficiency the operating profit of the company increased by 87.15%, and
the net profit margin increased by75.37%. The operating profit margin
and net profit margin during FY10, was 21.2% and 8.16% respectively.
The ROCE of the company decreasedrom 15.18% in FY09 to 11.2%%6 in

a 5 SHEyuity and interest FY10, mainly due to increase in its debt. The ROE of the company was
coverage ratio during year 15.68%. With th e increase in debt to finance its operations, the debt-
FY10 stood at 2.30x and equity ratio of the company increased from 1.02x in FY09 to 2.30x in

odPnHE NBALISOG Fyi0and interest coverage ratio decreasedfrom 4.02x in FY09 to
3.42x in FY10. The quick ratio and current ratio of the company
improved from 1.36x and 1.97x in FY09 to 2.82x and 3.56x in FY10
respectively.



TILAKNAGAR IND

G2 SHtOGK / NBF G.
Value today for every 100

invested
Tilaknagar Sensex

3 Months 100.74 99.56

6 Months 175.12 112.68

1 Year 282.59 115.36

3 Year 311.88 99.11

5 Year 1520.68 216.34

G5dzNAYy 3 GKS v

income revenue grew by
50.47% on YOY basis and
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YOY basis in number of
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Performanceé

Quarterly

Net Operating Revenue 61.36 50.47% 02.33 31.25% 70.36
EBIDTA 13.05 00.31% 26.01 70.78% 15.23
PBT 5.55 101.98% 11.21 101.08% 5.55
PAT 4.06 84.98% 7.51 101.88% 9.72

Source: CMIE, Brickwork Research

During the second quarter of FY11, net inome revenue grew by 50.47%
on YoY basis and 31.23% on @QQ basis. PAT registered a spectacular
growth of 84.98% and 101.88% on Yor and QoQ basis respectively.
During the quarter the company sold 2.78 million cases as compared to
previous year 1.89 million cases with 65% and 21% of the sales occurring

in the Brandy and Whiskey segment respectively.

Quarterly Sales Segment
80% - 65%66%
60% -
0% - 21%
4 19% 16% 10%
20% - 0% 1%
0% -~ T T T T
Brandy Whiskey Rum Gin & Vodka
E(}2FYs2011 mE()2FY2010

Source: CMIE, Brickwork Research

Peer Comparison

Tilaknagar Industries Ltd. 1008.23 11.62% 19.34% 23.95 3.32
Radico Khaitan Ltd. 2101.98 8.77% 20.01% 37.67 3.40
Jagatjit Industries Ltd. 441.46 1.01% 0.02% 22.58 2.15
Empee Distilleries Ltd. 233.07 2.76% 5.94% 11.34 1.02
G M Breweries Ltd. 87.25 12.30% 12.20% 7.22 1.36
Globus Spirits Ltd. 322.13 15.54% 15.31% 19.50 1.89

Source: CMIE

As compared toits peers, Tilaknagar Industries has managed to generate
better ROCE and RONW of 11.62% and 19.34% respectively and was
trading at P/E multiple of 23.95 and P/BV multiple of 3.32.
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IMFL 7 a diversified mix of product portfolio and a major

revenue driver é

During FY10, the company introduced 11 new brands to cater to new
consumer segments which includes the acquisition of 7 brands (White
House Whisky, White House Brandy, Golden Chariot Whisky, Bachelor
1% Deluxe Whisky, Black Colt Rum, Negro He-Man XXX Rum and Bonnking

Rum) from Alcobr ew Distilleries India Pvt. Ltd. The total number of brands

Product Mix:

14%

of the company, which mainly cater to regular and semi-premium segment,

have excealed 40 and the registered brand in the CSD segment have

increasedfrom 4 to 11.1 t s t wo maj or brands oM
¥ Brandy M Whiskey © Rum N Others

House Brandydé were recognized as t

recording the sales of a minimum 1 mn cases.

Sales Reve nue Breakup:

80.00% -
70.00% -
60.00% -
50.00% -
AOLYONBIFas A | 4000% = 2008
30.00% -
market share from 3% 20.00% - = 2009
- 10.00% - = 2010
AY C,ng 02 0.00% -
Diethyl Income IMFL IMFL - Industrial
Oxalate  fromtie- Lease Alcohol
ups Units

Source: CMIE, Company Data, Brickwork Research

annmns IANPR G (i K The market share of the company in the IMFL segment has increased from

n

sales from 5.4 mn cases 3% in FY09 to 4% in FY10 with a significant increase in the market share of

in FY09 to 8 mn cases in brandy from 7.1% to 14.1%.IMFL forms the major part of the revenue for

C. mMnég

5

the company. The sales volumeof company increased to8 mn casesin FY10
from 5.54 mn casesin FY09 i.e. a growth of 44%. During FY10, 74% of the
revenue was from the IMFL segment (owned and leased units), 22% from
the tie-up units and mere 4% from the Diethyl Oxalate and Industrial
alcohol. Similar trends have been observed during FY09 and FYO08.
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OCompany has an
installed capacity to
manufacture 44,741
Litres of IMFL, 24,250
Litres of Industrial
Alcohol and 2,400
tonnes of Diethyl
hEFfFGSdé

GLaC[ OF LJ C

utilization increased
from 31.76% in FY0S8
02 TMOM:
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Better utilization of the installed capacitye

During the year, the company successfully installed and commissioned a
new 50,000 litres per day Extra Neutral Alcohol (ENA) plant and is
operating close to 100% of its rated capacity. The alcohol produced from
this plant caters to companydés bot
Kerala. Another facility located at Shrirampur , Maharashtra is on the verge
of completion of plant having a capacity ofgreen field 100,000 litres per day
Grain based alcohol.
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B Diethyl Oxalate Capacity Utilisation
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0 - [ = A ———_—
2006 2007 2008 2009 2010 2008 2009 2010
. . .
B IMFL Installed Capacity M IMFL Capacity Utilisation IMFL Lease Units Installed Capacity
B |MFL Lease Units Capacity Utilisation

Source: CMIE, Company Data, Brickwork Research

As on FY10,The company has an installed @pacity to manufacture 2400
tonnes of Diethyl Oxalate, 9,000 litres of IMFL from ow ned units, 35,741
litres of IMFL from lease units and 24250 litres of Industrial Alcohol. The
capacity utilization of these plants is 26.90%, 62.33%, 73.32% and 49.35%
respectively. With the increase in demand in the IMFL segment, the
company has increasedthe IMFL capacity utilization (Owned and leased
capacity combined) from 31.76% in FY08 to 71.10% in FY10. However, the
capacity utilization in industrial alcohol has decreased from 80.75% in
FY08 to 49.35% in FY10, which is largely due to addition of 9,250 litres of

capacity during the year.
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Took QI P route to raise 135 Cr é
Recently the company raised “ 135 Cr through Qualified Institutional
Placement (QIP) which will be utilized to expand its existing distillery
capacity, to meet its operating working capital needs and deleverage its
balance sheet The QIP funding is from the US based Capital World,
DSP Blackrock, Sundaram Paribas and ICICI Prudential. The deal will

result in 7% dilution in the holding of the promoter

The Road Aheadé

The increase in the economic activity of the country, urbanization,
working age population and consumerism provides tremendous
opportunity for the company to diversify geographically and grow

organically as well as inorganically.

The company plans to increase the bottling capacity of its wholly owned
subsidiary Prag Distillery (P) Ltd from current capacity of 50,000 cases

per month to 300,000 cases per month.

The company intends to consolidate its position in the southern markets
of Kerala, Andhra Pradesh, Karnataka and Tamilnadu where it enjoys a
dominant position in the brandy segment and develop its footprint in
the northern and eastern regions by building its manufacturing and

distribution infrastructure.

Company also plans to increase the export penetration by adding more
brands to the export list and thereby expanding the current network.
Whiskey being the dominant flavor in India, the Company plans to
introduce brands in the whisky segment at strategic price points and
thereby develop this category.
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Annexure [:
Consolidated Profit & Loss Statement:
“InCr
. |s10306 |510307 | 310308 | 310300 510310 |

SALES 96.67 112.43 226.91 405.38 550.23
Less: Indirect Taxes 24.20 22.52 90.20 167.96 17178
INCOME FROM OPERATIONS: 72.47 89.91 136.71 237.42 378.45
COST OF PRODUCTION:
Raw material expenses 31.97 31.95 55.68 56.64 71.62
Packaging expenses 0.00 0.00 0.00 56.34 98.43
Purchase of finished goods 0.00 0.00 0.00 0.00 0.00
Power, fuel & water charges 3.01 3.10 5.78 2.46 2.27
Compensation to employees 4.46 6.69 12.22 20.06 20.14
Royalties, technical know-how fees, etc. 0.00 0.00 0.00 0.00 0.00
Lease rent & other rent 0.10 0.10 4.14 13.16 6.02
Repairs & maintenance 1.48 0.61 1.74 3.03 3.00
Insurance premium paid 0.10 0.13 0.52 0.64 0.72
QOutsourced mfg. jobs (incl. job works, etc.) 0.00 0.00 0.00 5.17 33.00
TOTAL COST OF PRODUCTION: 41.12 42.58 80.08 157.50 235.20
Change in stock -0.44 0.11 6.95 15.34 18.95
GROSS PROFIT 30.91 47.44 63.58 95.26 162.20
Selling, General & Admin. Exp. 25.23 30.08 36.43 52.20 81.61
EBIDTA 5.68 17.36 27.15 43.06 80.59
Depreciation / Amortization 1.04 1.32 2.17 3.29 7.14
EBIT 4.64 16.04 24.98 39.77 73.45
Interest paid 3.90 3.56 5.03 10.71 23.58
PROFIT BEFORE TAX, OTHER INCOME &
EXTRAORDINARY ITEMS 0.74 12.48 19.95 29.06 49.87
Other Income 1.75 0.56 1.30 2.57 4.15
PROFIT BEFORE TAX & EXTRAORDINARY
ITEMS 2.49 13.04 21.25 31.63 54.02
Provision for direct taxes 1.25 4.36 8.92 11.44 18.97
PAT BEFORE EXTRAORDINARY ITEMS 1.24 8.68 12.33 20.19 35.05
Prior period & extraordinary expenses 0.03 0.02 0.03 0.41 0.16
PAT 1.21 8.66 12.30 19.78 34.89

Source: CMIE, Brickwork Research

Note: Figures of FY06 and FYQ7 areon standalone basis and hence arenot comparable with figures from FY08 to

FY10.

Packaging expenses from year 2006 to 2008 are not available,hence not bifurcated and forms part of raw material

expenses
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Annexure Il:

Consolidated Balance Sheet:

“InCr
[ s10306 | 310307 [ 310308 [310800 | 310310 |
LIABLITIES
SHARE CAPITAL, RESERVES &
SURPLUS
Issued equity capital 5.73 5.73 5.73 5.73 32.31
Paid up preference capital 0.00 0.00 0.00 8.22 0.00
Reserves & surpus 6.08 13.73 106.17 121.52 170.36
Less: Expenses not written off 0.58 0.29 0.00 0.01 0.00
TOTAL NETWORTH 11.81 19.46 111.90 135.47 202.67
MINORITY INTEREST: 0.00 0.00 0.00 0.00 0.00
BORROWINGS:
Secured borrowings 18.40 29.98 64.55 12384 272.12
Unsecured borrowings 5.02 0.33 0.21 8.36 181.35
NET DEFFERED TAX LIABLITY 2.70 2.89 3.39 6.23 11.95
TOTAL LIABLITIES 37.93 52.66 180.05 273.90 668.09
ASSETS
NET FIXED ASSETS 9.40 18.56 120.48 173.98 368.87
INTANGIBLE ASSETS 2.12 2.12 2.12 5.63 5.63
INVESTMENTS 0.02 5.09 2.43 0.04 0.29
CURRENT ASSETS, LOANS & ADVANCES
(A):
Cash & bank balance 1.34 3.14 2.09 4.81 26.56
Other Current Assets 41.86 39.90 107.42 186.90 381.46
Loans & advances 0.00 12.62 16.66 0.00 0.00
CURRENT LIABLITIES & PROVISIONS (B): 17.39 29.06 71.15 97.47 114.72
NET WORKING CAPITAL (A-B) 25.81 26.60 55.02 94.24 293.30
TOTAL ASSETS 37.35 52.37 180.05 273.89 668.09
Contingent liabilities 0.23 5.89 1324 11.24 98.84

Source: CMIE, Brickwork Research

Note: Figures of FY06 and FYQ7 areon standalone basis and hence arenot comparable with figures from FY08 to
FY10.
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