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APEX FROZEN FOODS LIMITED

Incorporated in 1995, Apex Frozen Foods Limited (APEX) is in the business of
produces and exports aquaculture products. They supply their products to food
companies, retail chains, restaurants, club stores and distributors. Apex produces
two kinds of shrimps namely the Whiteleg shrimp (Litopenaeus vannamei) and the
Black Tiger Shrimp (Penaeus monodon). They have operations in the United
States, United Kingdom and various European countries. Company's output
majorly comprises of variants of processed Vannamei shrimp (White shrimp) and
are sold under the brands namely Bay fresh, Bay Harvest and BayPremium.
Economies of scale on account of integrated operations: APEX is able to achieve
economies of scale due to its synergised business operations. It source approx.
15%-20% of lts raw material requirements through its own farming efforts. APEX's
in-house farming and its association with associate farmers enable reliable and
uninterrupted supply of raw shrimp. Company’s raw shrimp sourcing happens at
all its ponds and from the various farmers where the cultivation happens. Once
harvested, the shrimp is brought to the facilities at Kakinada and Bapatla for
processing purpose, based on the quantity and requirement. Company has an
aggregate capacity to process of 9,240 MTPA at our Kakinada unit.

Strategically located processing plant: APEX's operational facilities are
strategically located along the costal belt of Andhra Pradesh. All operational
facilities are located in proximity to one another, thereby enabling smooth
transition of products to each stage of the product life cycle. Processing facility in
Kakinada is located within a proximity of 10 to 200 kilometers from its various
farms situated on owned as well as leased land which in turn catalyses just-in-
time sourcing model of raw materials from its farms. APEX's facility is approx.
20Kms from Kakinada port and approximately 150Kms from Vishakapatnam
port, thereby providing a substantial logistical advantage for the transport of
finished product. Owing to strategic location and close proximity of operational
locations to one another, travel time is curtailed to a large extent, thereby
allowing conduct business operations without any hindrances and mitigating
transport costs.

Established Customer Relationships: APEX has long-standing relationships with
numerous global customers. Entire produce is being exported to countries such as
USA, UK and various European countries. Some of major clients are Chicken of
the Sea Frozen Foods (USA), Ocean World Ventures LLC (USA) and Pacific Sea
Food Group (USA). For the FY17, FY16 & FY15, top five customers contributed
481.8Cr, %418.9 Cr & ¥393.1 Cr, comprising of 68.9%, 69.4% and 65.6% of
total revenues from operations, respectively.

Key Financials

Y/E March R cr) FY2013 FY2014 FY2015 FY2016 FY2017
Net Sales 255 514 599 604 699
% chg 101.5 16.5 0.7 15.8
Net Profit 9 13 18 19 24
% chg 42.6 36.7 5.0 26.6
OPM (%) 8.7 6.3 5.5 6.7 6.4
EPS R) 4 6 8 8 10
P/E (x) 44.6 31.3 22.9 21.8 17.2
P/BV (x) 17.2 1.1 7.5 5.6 4.3
RoE (%) 38.6 355 32.8 25.6 25.2
EV/Sales (x) 1.9 1.0 0.8 0.8 0.7
EV/EBITDA (x) 21.5 15.2 15.3 12.2 11.6

Source: RHP, Angel Research; Note: Valuation ratios based on pre-issue outstanding shares and at upper end of the price band
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Issue Details

Face Value: 10

Present Eq. Paid up Capital: ¥24.0cr
Offer for Sale: **0.145cr Shares
Fresh issue: ¥126.9 cr

Post Eq. Paid up Capital: ¥29.8cr

Issue size (amount): *TL51.7cr -
**152.3 cr

Price Band: *171-175

Lot Size: 80 shares and in multiple
thereafter

Post-issue implied mkt. cap: *¥534.4cr -
**T546.9cr

Promoters holding Pre-Issue: 99.9%

Promoters holding Post-Issue: 72.1%

*Calculated on lower price band

** Calculated on upper price band

Book Building

QIBs 50% of issue
Non-Institutional 15% of issue

Retail 35% of issue

Post Issue Shareholding Patter:

Promoters 72%
Others 28%
Abhishek Lodhiya

+022 39357600, Exin: 6811
Abhishek.lodhiyo@angelbroking.com

Please refer to important disclosures at the end of this report
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Issue details

The company is raising ¥126.9cr through a fresh issue of equity shares in the price
band of ¥171-175. The fresh issue will constitute ~23.2% of the post-issue paid-
up equity share capital of the company, assuming the issue is subscribed at the
upper end of the price band. The company is offering 0.145cr shares that are
being sold by the promoter group.

Exhibit 1: Pre and Post-1PO shareholding pattern

No. of shares (Pre-issue) (%) No. of shares (Post-issue) (%)

Promoters 2,39,76,000 99.9 2,25,26,000 72.1
Others 24,000 0.1 87,24,000 27.9
2,40,00,000 100.0 3,12,50,000 100.0

Source: RHP, Angel Research; Note: Calculated on upper price band

Objects of the offer

B Setting up a new Shrimp processing unit with a proposed capacity of 20,000
MTPA at East Godavari District, Andhra Pradesh; (390.2cr will be utilized)
B Remaining will be utilized for general corporate purpose

Key risks

B  Company generates majority of its revenues through export of shrimp to
United States of America, United Kingdom and a few countries in European
Union. Any adverse developments or changes in these markets may adversely
impact business, financial condition and results of operations.

B Company derives a significant portion of our revenue from a few customers,
but do not have long term contractual arrangements with most of them, and
the loss of one or more such customers, the deterioration of their financial
condition or prospects, or a reduction in their demand for companys products
could adversely affect business, results of operations, financial condition and
cash flows.

B  Company’s aquaculture farms operate in an environment sensitive industry.
Company does not possess any control on the bio security measures employed
at different level of operations. Improper measures may lead to risk of
development of new infections/ diseases and the shrimp it produces may be
prone to certain diseases, epidemic, bacteria and viruses spread in the
environment.
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Consolidated Income Statement

Y/E March R cr) FY2013 FY2014 FY2015 FY2016 FY2017
Total operating income 255 514 599 604 699
% chg - 101.5 16.5 0.7 15.8
Total Expenditure 233 482 566 563 654
Operating Expenses 205 424 516 508 601
Employee 10 23 26 23 25
Others Expenses 18 35 25 32 29
EBITDA 22 33 33 40 45
% chg - 46.6 1.3 22.5 10.9
(% of Net Sales) 8.7 6.3 5.5 6.7 6.4
Depreciation& Amortisation 3 5 0 5 6
EBIT 20 28 33 354 38.5
% chg - 42.5 16.1 8.9 8.6
(% of Net Sales) 7.7 5.5 5.4 5.9 55
Interest & other Charges 6 8 10 10 11
Other Income 0 0 5 5 11

(% of PBT) 1.5 1.5 17.9 15.9 27.9
Recurring PBT 14 20 28 30 38
% chg - 42.8 37.1 6.5 27.1
Tox 5 7 10 10 13
PAT after MI (reporied) 9 13 18 19 24
% chg - 42.6 36.7 5.0 26.6
(% of Net Sales) 3.7 2.6 3.1 3.2 3.5
Basic & Fully Diluted EPS (Rs) 3.9 5.6 7.6 8.0 10.2
% chg - 42.6 36.7 5.0 26.6

Source: RHP, Angel Research
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Consolidated Balance Sheet

Y/E March R cr) FY2013  FY2014 FY2015 FY2016  FY2017
SOURCES OF FUNDS
Equity Share Capital 15 20 24 24 24
Reserves& Surplus 9 18 32 51 73
Shareholders Funds 24 38 56 75 97
Total Loans 61 77 87 76 106
Deferred Tax Liability (0) (0) 1 1 2
Total Liabilities 86 115 144 152 204
APPLICATION OF FUNDS
Net Block 21 40 52 55 83
Capital Work-in-Progress 6 - - 8 1
Current Assets 68 100 113 116 174
Inventories 22 51 50 60 64
Sundry Debtors 36 34 50 41 83
Cash 4 3 2 2 5
Loans & Advances 5 12 11 13 21
Other Assets 1 0 0 0 2
Current liabilities 8 26 21 26 53
Net Current Assets 59 75 92 89 120
Total Assets 86 115 144 152 204

Source: RHP, Angel Research

Consolidated Cash Flow Statement

Y/E March X cr) FY2013 FY2014 FY2015 FY2016 FY2017
Profit before tax 14 20 28 30 38
Depreciation 3 5 0 5 6
Interest Expenses 6 8 10 10 10
Others (0) (0) (1) (1) (1)
Direct taxes paid (5) (7) (8) (10) (13)
Changes in WC (28) (16) (17) 3 (29)
Cash Flow from Operations (11) 9 12 37 12
(Inc.)/ Dec. in Fixed Assets (8) (18) (12) (16) (27)
(Inc.)/ Dec. in Investments (1M 2 0 0 (2)
Cash Flow from Investing 9) (17) (12) (16) (29)
Issue of Equity 5 0 0 0 0
Inc./(Dec.) in loans 20 16 10 (1 30
Others (6) (8) (10) (10) (13)
Cash Flow from Financing 19 8 (0) (21) 17
Inc./(Dec.) in Cash (1) 0 0 0 (0)
Opening Cash balances 0 1 1 1
Closing Cash balances 0 1 1 1 1

Source: RHP, Angel Research
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Key Ratios

Y/E March FY2013 FY2014 FY2015 FY2016 FY2017
Valuation Ratio (x)

P/E (on FDEPS) 44.6 31.3 22.9 21.8 17.2
P/BV 17.2 11.1 7.5 5.6 4.3
Dividend yield (%) 0.0 0.0 0.0 0.0 0.0
EV/Sales 1.9 1.0 0.8 0.8 0.7
EV/EBITDA 21.5 15.2 15.3 12.2 11.6
EV / Total Assets 5.6 4.3 3.5 3.2 2.6
Per Share Data (%)

EPS (Basic) 3.9 5.6 7.6 8.0 10.2
Cash EPS 5.0 7.5 7.8 10.1 12.8
Book Value 10.2 15.8 23.3 31.4 40.3
Returns (%)

ROCE 22.9 24.4 22.8 23.4 19.0
Angel ROIC (Pre-tax) 24.0 25.1 23.0 23.7 19.5
ROE 38.6 355 32.8 25.6 25.2
Turnover ratios (x)

Asset Turnover (Gross Block) 12.4 12.8 11.5 10.9 8.4
Inventory / Sales (days) 31 36 31 36 33
Receivables (days) 52 24 31 25 43
Payables (days) 4 6 3 5 8
Working capital cycle (ex-cash) (days) 79 54 58 56 68

Note: Valuation ratios based on pre-issue outstanding shares and at upper end of the price band
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DISCLAIMER

Angel Broking Private Limited (hereinafter referred to as “Angel”) is a registered Member of National Stock Exchange of India Limited,
Bombay Stock Exchange Limited and Metropolitan Stock Exchange Limited. It is also registered as a Depository Participant with CDSL
and Portfolio Manager with SEBI. It also has registration with AMFI as a Mutual Fund Distributor. Angel Broking Private Limited is a
registered entity with SEBI for Research Analyst in terms of SEBI (Research Analyst) Regulations, 2014 vide registration number
INHO00000164. Angel or its associates has not been debarred/ suspended by SEBI or any other regulatory authority for accessing
/dealing in securities Market. Angel or its associates/analyst has not received any compensation / managed or co-managed public
offering of securities of the company covered by Analyst during the past twelve months.

This document is solely for the personal information of the recipient, and must not be singularly used as the basis of any investment
decision. Nothing in this document should be construed as investment or financial advice. Each recipient of this document should
make such investigations as they deem necessary to arrive at an independent evaluation of an investment in the securities of the
companies referred fo in this document (including the merits and risks involved), and should consult their own advisors to determine
the merits and risks of such an investment.

Reports based on technical and derivative analysis center on studying charts of a stock's price movement, outstanding positions and
trading volume, as opposed to focusing on a company's fundamentals and, as such, may not match with a report on a company's
fundamentals. Investors are advised to refer the Fundamental and Technical Research Reports available on our website to evaluate the
contrary view, if any.

The information in this document has been printed on the basis of publicly available information, internal data and other reliable
sources believed to be true, but we do not represent that it is accurate or complete and it should not be relied on as such, as this
document is for general guidance only. Angel Broking Pvt. Limited or any of its aoffiliates/ group companies shall not be in any way
responsible for any loss or damage that may arise to any person from any inadvertent error in the information contained in this report.
Angel Broking Pvt. Limited has not independently verified all the information contained within this document. Accordingly, we cannot
testify, nor make any representation or warranty, express or implied, to the accuracy, contents or data contained within this document.
While Angel Broking Pvt. Limited endeavors to update on a reasonable basis the information discussed in this material, there may be
regulatory, compliance, or other reasons that prevent us from doing so.

This document is being supplied to you solely for your information, and its contents, information or data may not be reproduced,
redistributed or passed on, directly or indirectly.

Neither Angel Broking Pvt. Limited, nor its directors, employees or aoffiliates shall be liable for any loss or damage that may arise from
or in connection with the use of this information.
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