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Price Band Rs 480-500

Bidding Date 24-26 March

Book Running Lead IIFL Sec., Axis Capital, Ambit,
Manager SBI Caps

Registrar Link In-time

Sector Hospitality

Minimum Retail Application — Details at Cut off Price

Number of Shares 30
Application Money 15000
Discount to retail NIL

Payment Mode ASBA, UPI

Consolidated
Financials (Rs Cr) FY19 FY20

Total Income 739 847
EBITDA 146 164
PAT -21 -33
Market Cap (Rs cr) 1802 1877
EPS -8.8 -8.8
BV/share 3 3
P/BV 161.7 168.4
P/E -54.7 -57.0

*FY20 numbers, diluted equity

Post Issue Shareholding Pattern

Promoters 37.8%

Public 62.2%

Offer structure for different categories

QIB (Including Mutual Fund) 75%
Non-Institutional 15%
Retail 10%
Post Issue Equity Capital (Rs cr) 18.8
Issue Size (Rs cr) 435-453
Face Value (Rs) 5

Runjhun Jain
Assistant Vice President (+91 22 6273 8177)

runjhun.jain@nirmalbang.com

Company Overview
Barbeque Nation Hospitality Ltd (BBQN) is one of India’s leading casual
dining restaurant chains (in terms of outlet count as of September 30,
2020). It also owns and operate Toscano Restaurants and UBQ by
Barbeque Nation Restaurant. The company has steadily grown its
Restaurant network from a single restaurant in 2008 to 147 Barbeque
Nation Restaurants across 77 cities in India and six International Barbeque
Nation Restaurants in three countries outside India as of December 31,
2020. Barbeque Nation pioneered the format of ‘over the table barbeque’
concept in Indian restaurants.
Objects of the Issue
The issue of Rs 453 cr comprised of Rs 180 cr fresh issue and Rs 273 cr Offer
for Sale. The company intends to utilize the funds to incur capex, repayment of
debt.
Investment Rationale
e One of the Fastest Growing Restaurant Brand in Rapidly Growing
CDR market
e Expansion and Diversification — (a) Expansion Within India — Going
Deeper (b) Increasing International Footprint (c) Diversifying into Italian (d)
Diversifying Delivery Model
e Strong Backend Processes to Manage Growth
e Healthy Financials

Valuation and Recommendation

Between FY18-20, Barbeque Nation’s revenues have grown at CAGR of
20% while EBITDA grew by 10%. The company is consistently earning
margins in the range of 22-24%. We believe, the company has robust
engine and would be back on track soon. we believe the more accurate
method is comparing Operating Cash Flows which has been positive for
past 4 yrs after paying lease liabilities and interest cost. The company has
around Rs 173 cr loans on the books which would be reduced from the IPO
proceeds, thereby reducing the interest liability in future. On comparing
EV/Cash generation, the valuations of Barbeque Nation looks attractive.
With healthy balance sheet, robust revenue growth and strong cash flow
generations we believe the company can be looked from long term
investment perspectives. Hence, we recommend “Subscribe for long
term”.

Financial Snapshot FY18 FY19 FY20 8MFY21
86 739 847 201

Revenues 5

%growth* 26% 15%

EBIDTA 136 146 164 (23)
% margins 23.2% 19.7% 19.4% -11.4%
Adj. PAT 7 (21) (33) (101)
EV/Sales 2.4 6.8
P/BV 168.4 -161.5
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Company Overview

Barbeque Nation Hospitality Ltd (BBQN) is one of India’s leading casual dining restaurant chains (in
terms of outlet count as of September 30, 2020). It also owns and operate Toscano Restaurants and
UBQ by Barbeque Nation Restaurant.

The company has steadily grown its Restaurant network from a single restaurant in 2008 to 147
Barbeque Nation Restaurants across 77 cities in India and six International Barbeque Nation Restaurants
in three countries outside India as of December 31, 2020. It owns 61.35% of the equity share capital on
a fully diluted basis of one of its Subsidiaries, Red Apple, which owns and operates nine restaurants
under the brand name, “Toscano”, a casual dining Italian restaurant chain and operates one restaurant
each under the brand names “La Terrace” and “Collage” respectively. As of December 31, 2020, BBQN
operates eleven Italian Restaurants, nine of which are under the brand name “Toscano”, in three cities
in India. The acquisition of Red Apple has enabled it to diversify its brand, cuisine and customer segment
beyond its flagship concept of ‘over the table barbeque’. In November 2018, it launched UBQ by
Barbeque Nation Restaurant to provide a la carte Indian cuisine in the value segment. At present, UBQ
by Barbeque Nation Restaurant predominantly caters to the delivery segment.

Barbeque Nation pioneered the format of ‘over the table barbeque’ concept in Indian restaurants.

According to Technopak, the Chain Casual Dining market in India has been flourishing over the last few
years. The Chain CDR segment represents the 2nd largest share in the chain food services market in India
after QSR. In FY 2020, the size of the Chain Casual Dining market is estimated at Rs 134 billion. The
segment is expected grow at a healthy CAGR of 18% to reach Rs 302 billion by FY 2025.
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Investment Rationale

One of the Fastest Growing Restaurant Brand in Rapidly Growing CDR market

According to Technopak, Barbeque Nation falls under the chain CDR market and the chain CDR
market grew at a CAGR of 19% between FY15 and FY20 and is expected to further grow at a
CAGR of approximately 18% from FY20 to FY25.

The company has steadily grown it’s owned and operated Barbeque Nation Restaurant
network from a single restaurant in 2008 to 147 Barbeque Nation Restaurants across 77 cities
in India and six International Barbeque Nation Restaurants in three countries outside India as
of December 31, 2020. In addition, as of December 31, 2020, it has granted franchise rights in
respect of one Barbeque Nation Restaurant

India International

Added Total Added | Total

FY17 13 79 1 1
FY18 23 102 1 2
FY19 24 126 3 5
FY20 21 150 2 7
9MFY21 0 147 0 6

Fixed price casual dining, given its convenience, quick service and moderate average spending,
is increasingly popular amongst consumers.

The company has experienced consistent cover growth in recent years. The number of in-
dining covers (customers) served at the Barbeque Nation Restaurants in India increased from
6.86 million in FY17 to 9.92 million in FY20 at a CAGR of 13.1%

In-dining Covers " Average Bill Size '"'"®
BBQN India 79 102 126 150 147*
outlets (2) 3243
2 n 3,215 o e
12 " 026 N
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_ 896 74 777 764 762
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According to the Technopak Report, brands like Barbeque Nation have higher proportion of
the total revenues from weekday sales and lunch covers as compared to the industry average.
On an average BBQN gets 48% of revenues on weekdays and 45% from lunch, implying it is a
popular choice for corporate lunches during the week.

(1)

Weekday Covers

51.3% 51.6% 51.4% 46.6%
48.7% 48.4% 48.6% 53.4%
FY 17 Fy18 ‘ FY 19 FY 20

Weekday sales (BBQN)

Consistently High proportion of Lunch Covers '

55.0% 54.5% 53.9% 55.6%
45.0% 45.5% 46.1% 44.4%
1 T T T 1
FY17 FY18 FY19 FY 20
Revenue from Lunch Covers (BBQN)
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Expansion and Diversification

Expansion Within India — Going Deeper

We believe that the company’s strong presence in the Indian market positions it well to
capitalize on the anticipated growth in consumer spending from expected increases in the
level of disposable income in India. BBQN intends to increase both its revenues and profits by
opening new Barbeque Nation Restaurants and new Toscano Restaurants in existing cities
where it operates as well as in new cities in India and exploring additional opportunities for
UBQ by Barbeque Nation. BBQN will continue to further expand the Barbeque Nation
Restaurant network in Metro cities, Tier |, Tier Il and Tier lll cities in India.

Increasing the penetration in existing cities with a greater number of restaurants will enable it
to access new catchment areas within these cities and optimize the infrastructure usage.
Enhancing its reach to cover additional cities will enable it to reach out to a larger target
customer base.

Increasing International Footprint

BBQN intends to continue to roll out restaurants in select international cities in line with its
carefully defined process for new restaurants openings. It will prioritize its expansion of
restaurants in those markets where it can leverage its existing infrastructure and expertise. At
the same time the management has clarified that it is long term objective and no capex for
international growth is earmarked from the IPO funds.

Diversifying into Italian

The company has diversified into the ltalian food segment pursuant to its acquisition of
61.35% of the share capital of Red Apple, which operates 11 Italian Restaurants in three cities
in India. It’s acquisition of Red Apple has enabled it to diversify the brand, cuisine and
customer segment beyond the flagship ‘over the table barbeque’.

Toscano, as a brand, has demonstrated scalability in a single city, and has the potential to
expand to Metro and Tier | cities. For instance, it operates eight Italian Restaurants in
Bengaluru where there are 13 Barbeque Nation Restaurants

Diversifying Delivery Model

in FY20 delivery services have gained traction primarily in office areas or residential complexes
as evidenced by their increasing market share. Due to COVID, dine in has been affected in
FY21, and trend of Delivery and Takeaway has increased.

In November 2018, it launched UBQ by Barbeque Nation Restaurant to provide a la carte
Indian cuisine in the value segment. At present, UBQ by Barbeque Nation Restaurant
predominantly caters to the delivery segment. As of December 31, 2020, it is providing
delivery in 77 cities in India of a la carte Indian cuisine under UBQ by Barbeque Nation from its
existing kitchen infrastructure.

The delivery business has grown from Rs 26.1 cr in FY20 to Rs 37.9 cr during the eight months
ending November 30, 2020. The management said that it will continue to focus on the delivery
segment. One of its delivery products, “Barbeque-in-a-Box,” that was launched in June 2020,
provides a wide range of starters, main course and desserts. This is in addition to two other
products, “Grills in a Box” and “Meals in Box”, which are offered through delivery among other
offerings. BBQN said that it will continue to work towards increasing the average daily sales of
these products and these variants. On an average daily delivery sales per restaurant was Rs
5,354 in FY20.
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The company plans to continue pursuing brand diversification to capture additional market
segments, take advantage of a wider range of market opportunities and ultimately increase its
overall market share by enlarging the customer base. It intends to structure the brand
portfolio to offer different price points and appeal to different clientele, with each brand
maintaining a distinctive identity. A multi-brand strategy will allow it to (i) reduce the exposure
to risks in a specific market segment, and (ii) derive cost efficiency and synergy from sharing
operations or functions, leveraging industry knowledge and experience, pooling negotiating
powers with landlords and suppliers, and coordinating marketing and promotion initiatives
across different brands and market segments.

Strong Backend Processes to Manage Growth

Guest Focus

BBQN places a strong emphasis on customer reviews and feedback. It has a in-house
department to gather feedback daily across multiple satisfaction parameters for its internal
Guest Satisfaction Index (GSI). The results determined by GSI play an important role in
management and staff incentive schemes.

Based on management’s several years of experience and regular customer feedback, it
carefully designs and adjust its menus. It aims to inculcate a service-oriented mind-set in all its
staff and train them to be attentive to customer needs.

Back end

The company has developed a strong back end network for souring and operations of the
company. As of December 31, 2020, it has two commissaries, one each in Delhi NCR and
Mumbai, which serve a number of nearby Barbeque Nation Restaurants by preparing dishes on
a volume basis and further realising economies of scale.

Central Reservation System (CRS) is connected to its CRS agents, smartphone application, web-
based app and in-restaurant POS reservation system. This synchronised system allows the
company to track all reservations for Barbeque Nation Restaurants centrally, with all
interconnected booking systems feeding the central cloud database. Central Feedback System
(CFS) allows quick customer response from multiple media at any time of the day. It has
integrated “Business Insights”, its in-house business intelligence software, which allows it to
track restaurant wise data (operational and financial) for Barbeque Nation Restaurants at a
granular level.
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Digital investments

Over the years, the company has invested significantly to integrate and enhance its digital
footprint. As a result, it has witnessed increased reservations through its online platforms. In
FY20 and the eight months ended November 30, 2020, over 46.7% and 60.8% of total
reservations at Barbeque Nation Restaurants were made online. Also, as of December 31,
2020, its BBQ App had registered over 2.2 million downloads.

Healthy Financials

BBQN has strong unit of economies. The mature restaurants (3-5 yrs post opening) gets 23-25%
of EBITDA margins and has payback of period of 3 yrs. Recently introduced delivery business is
working as an additional source of reveneus and has similar margins.

Overall, the company has proven track record of double-digit sales growth. The company
enjoys realtively high EBITDA margins at 23-24% however FY19 was impacted due to
international business. On PAT level, the company reported loss for last 2 years due to change
in the IND-AS which resulted into higher depreciation and higher interest. So, we believe the
more accurate method is comparing Operating Cash Flows which has been positive for past 4
yrs after paying lease liabilities and interest cost. The company has around Rs 173 cr loans on
the books which would be reduced from the IPO proceeds, thereby reducing the interest
liability in future.

Almost all the companies in this segment are loss making due to capital intensity
requirement of the business. Hence, we believe the correct method is to look at cash flow
generations.

On comparing EV/Cash generation, the valuations of Barbeque Nation looks attractive.

Westlife Jubilant Specialty Barbeque

Development | Foodworks | Burger King Rest. Nation
CFO 200 728 113 65 181
lease liability paid 74 132 90 54 87
interest paid 15 165 5 0 17
Cash generated 111 430 18 11 76
EV/CFO 66.3 88.4 223.4 19.0 27.1

6|Page



IPO Note — 24 March 2021

& NIRMAL BANG

a relationship beyond broking

Barbeque-Nation Hospitality Lt

Risks and Concerns

1.

Lockdown extended: Barbeque Nation is in Dine-in business. Any extension of lockdown would
impact the business of the company. Though it has started delivery business, but it is still at
nascent stage.

Promoter concerns alleviated: There are certain promoter related concerns like pledges
shares, certain promoters involve in the similar line of business, litigations against few
promoters, however we believe that the company is process of addressing these concerns
proactively. For example, it has signed a non-compete agreement with promoters etc.
Moreover, more professionals have been inducted in the business who takes care of day-to-day
operations.

Issuance of equity shares at lower price: The company has recently issued shares at lower
price at Rs 252 than the issue price of Rs 500. Due to lockdown the company incurred losses
and had negative net worth during that time. It faced liquidity crunch during the time. In order
to sustain its business, the company had done a pre-IPO placement though at lower price of Rs
252 which we believe is justified as it was need of hour.

Valuation and Recommendation
Between FY18-20, Barbeque Nation Hospitality Ltd’s revenues have grown at CAGR of 20% while EBITDA

grew by
margins

10%. The company is consistently earning margins in the range of 22-24%. However, in FY19
dipped below 20% due to international business. In FY20 margins recovered but due to

lockdown, the company clocked 19.4% margins. We believe, the company has robust engine and would
be back on track soon.

Sales EBITDA
CAGR CAGR Total Asset EBITDA
FY20 Sales FY18-20 FY18-20 D/E Turns Margins ROE EV/Sales
Indian cos. — FY20 figures in Rs. Cr.

Westlife Development 1548 17% 66% 0.3 2.0 13.8% -1.3% 4.7
Jubilant Foodworks 3927 14% 41% -0.6 3.5 22.3% 25.0% 9.7
Burger King 841 49% 258% 0.6 1.8 12.4% -27.8% 4.8
Specialty Rest. 358 10% 766% 0.0 2.2 15.9% -23.2% 0.6
Barbeque Nation 847 20% 10% 17.2 3.9 19.4% -295.4% 2.4

With healthy balance sheet, robust revenue growth and strong cash flow generations we believe the
company can be looked from long term investment perspectives. Hence, we recommend “Subscribe for
long term”.
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P&L (Rs. Cr)
Net Revenue

% Growth
COF&BC

% of Revenues
Employee Cost
% of Revenues
Other expenses
% of Revenues
EBITDA
EBITDA Margin

Depreciation
Other Income
Interest

Share of PAT (Invst)
Exceptional Item
PBT

Tax

Tax rate

PAT

% Growth

EPS (Post Issue)
Performance Ratios
EBITDA Margin (%)
PAT Margin (%)
ROE (%)

ROCE (%)

Net D/E (x)
Turnover Ratios
Debtors Days
Inventory Days
Creditor Days
Asset Turnover (x)
Valuation Ratios
Price/Earnings (x)
EV/EBITDA (x)
Price/BV (x)

Mkt cap/Sales (x)
EV/Sales (x)

Barbeque-Nation Hospitality Lt

FY18
586
18%
198
33.7%
126
21.4%
127
21.6%
136
23.2%

70

54

w

19
12
65%

~

1.8
FY18
23.2%
1.2%
4.7%
29.2%
0.4
FY16

3

12

41

2.4
FY18

Source: Company Data, NBRR

FY19
739
26%
248
33.5%
168
22.7%
178
24.0%
146
19.7%

90
4
56

(10)
7

14
-211%
(21)

(5.6)
FY19
19.7%
-2.9%
-16.1%
19.3%
0.9
FY17
2

9

37
2.9
FY19

FY20 8MFY21

847 201
15%  #DIV/0!
292 76

345%  38.0%
198 71
23.3%  35.5%
193 76
22.8%  38.0%
164 (23)
19.4%  -11.4%
134 82
4 36

76 59
16 2
(25)  (126)

8 (26)
-31% 20%
(33)  (101)
(8.8)  (26.8)
FY20 8MFY21
19.4%  -11.4%
3.9%  -50.1%
-295.4% 1299.1%
232%  -62.5%
172 -143
FY20 8MFY21
1 5

6 19

48 192
39 1.9
FY20 8MFY21
570 -124
121 592
1684  -1615
22 6.2
23 6.8

Balance Sheet (Rs. Cr)
Share Capital
Reserve & Surplus
Non Controlling Int
Networth

Total Loans

Lease Liability

Other non-curr liab.
Trade payable

Other Current Liab
Total provisions
Total Current Liab.
Total Equity & Liab.
Fixed Assets & CWIP
Goodwill
Investments

Deff Tax Assets
Other non Curr. assets
Cash

Inventories

Debtors

Other Current assets
Total Assets

Cash Flow (Rs. Cr)
EBITDA

Provisions & Others
Op. profit before WC
Change in WC

Less: Tax

CF from operations
Addition to assets
(Purchase)/Sale of invst.
Div/Int Received

CF from Investing
Loans

Dividend Paid
Interest paid

Equity

Lease Liability

CF from Financing
Net Change in cash
Cash at beginning

Cash on acquisition

@

FY17
14
93

106
62
271

42
39
10
90
529
421
23

23
21

16

12
529
FY17
120
(5)
115
2
(%)
108
(72)
(19)
0
(90)
23

(27)
(9)

13

FY18
14
131

145
104
351

67
44
12
123
723
543
23

26
40
44
19

23
723
FY18
136

(6)
130
12
(14)
128
(101)

(99)
41
3)
(11)
41
(60)

36

FY19
14
118

132
125
420

77
51
15
142
819
679
19

30
28
12
19

5
26
819
FY19
146
(4)
142
(6)
(14)
122
(130)
(1)
2

(129)

30
(3)
(10)

30
(71)
(25)
(32)

44
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FY20 8MFY21

14 14
(8) (29)
5 3
11 (12)

207 173

482 458
67 -

113 160
61 115
15 14

189 289

955 909

751 688
72 72
28 53
37 37
15 8
15 16
2 4
36 31

955 909

FY20 8MFY21

164 (23)
(4) ()

160 (25)
29 55
8) 2

181 32

(84) (4)
(71) 3
2 2

(153) 2
88 2
(3) -

(17) (13)
(6) (0)
(87) (30)
(27) (1)
2 (7)
12 14
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Disclosure:

This Report is published by Nirmal Bang Securities Private Limited (hereinafter referred to as “NBSPL”) for private circulation.
NBSPL is a registered Research Analyst under SEBI (Research Analyst) Regulations, 2014 having Registration no.
INHO00001766. NBSPL is also a registered Stock Broker with National Stock Exchange of India Limited and BSE Limited in cash
and derivatives segments. It is also a registered Portfolio Manager having registration no as INPO00002981.

NBSPL has other business divisions with independent research teams separated by Chinese walls, and therefore may, at times,
have different or contrary views on stocks and markets.

NBSPL or its associates have not been debarred / suspended by SEBI or any other regulatory authority for accessing / dealing in
securities Market. NBSPL, its associates or analyst or his relatives do not hold any financial interest in the subject company.
NBSPL or its associates or Analyst do not have any conflict or material conflict of interest at the time of publication of the
research report with the subject company. NBSPL or its associates or Analyst or his relatives hold / do not hold beneficial
ownership of 1% or more in the subject company at the end of the month immediately preceding the date of publication of this
research report.

NBSPL 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. NBSPL or its associates have not received any compensation or
other benefits from the company covered by Analyst or third party in connection with the research report. Analyst has not served
as an officer, director or employee of Subject Company and NBSPL / analyst has not been engaged in market making activity of
the subject company.

Analyst Certification: 1/We, Runjhun Jain, the research analysts and authors of this report, hereby certify that the views
expressed in this research report accurately reflects my/our personal views about the subject securities, issuers, products,
sectors or industries. It is also certified that no part of the compensation of the analyst(s) was, is, or will be directly or indirectly
related to the inclusion of specific recommendations or views in this research. The analyst(s) principally responsible for the
preparation of this research report and has taken reasonable care to achieve and maintain independence and objectivity in
making any recommendations.
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Disclaimer:

This report is for the personal information of the authorized recipient and does not construe to be any investment, legal or taxation
advice to you. NBSPL is not soliciting any action based upon it. Nothing in this research shall be construed as a solicitation to buy or
sell any security or product, or to engage in or refrain from engaging in any such transaction. In preparing this research, we did not
take into account the investment objectives, financial situation and particular needs of the reader.

This research has been prepared for the general use of the clients of NBSPL and must not be copied, either in whole or in part, or
distributed or redistributed to any other person in any form. If you are not the intended recipient you must not use or disclose the
information in this research in any way. Though disseminated to all the customers simultaneously, not all customers may receive this
report at the same time. NBSPL will not treat recipients as customers by virtue of their receiving this report. This report is not
directed or intended for distribution to or use by any person or entity resident in a state, country or any jurisdiction, where such
distribution, publication, availability or use would be contrary to law, regulation or which would subject NBSPL & its group companies
to registration or licensing requirements within such jurisdictions.

The report is based on the information obtained from sources believed to be reliable, but we do not make any representation or
warranty that it is accurate, complete or up-to-date and it should not be relied upon as such. We accept no obligation to correct or
update the information or opinions in it. NBSPL 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 inadvertent error in the information contained in this report. NBSPL 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, fithess for a particular purpose, and non-
infringement. The recipients of this report should rely on their own investigations.

This information is subject to change without any prior notice. NBSPL reserves its absolute discretion and right to make or refrain
from making modifications and alterations to this statement from time to time. Nevertheless, NBSPL is committed to providing
independent and transparent recommendations to its clients, and would be happy to provide information in response to specific
client queries.

Before making an investment decision on the basis of this research, the reader needs to consider, with or without the assistance of
an adviser, whether the advice is appropriate in light of their particular investment needs, objectives and financial circumstances.
There are risks involved in securities trading. The price of securities can and does fluctuate, and an individual security may even
become valueless. International investors are reminded of the additional risks inherent in international investments, such as currency
fluctuations and international stock market or economic conditions, which may adversely affect the value of the investment. Opinions
expressed are subject to change without any notice. Neither the company nor the director or the employees of NBSPL accept any
liability whatsoever for any direct, indirect, consequential or other loss arising from any use of this research and/or further
communication in relation to this research. Here it may be noted that neither NBSPL, nor its directors, employees, agents or
representatives shall be liable for any damages whether direct or indirect, incidental, special or consequential including lost revenue
or lost profit that may arise from or in connection with the use of the information contained in this report.

Copyright of this document vests exclusively with NBSPL.

Our reports are also available on our website www.nirmalbang.com

Nirmal Bang Research (Division of Nirmal Bang Securities Pvt. Ltd.)
B-2, 301/302, Marathon Innova,
Opp. Peninsula Corporate Park
Off. Ganpatrao Kadam Marg
Lower Parel (W), Mumbai-400013
Board No. : 91 22 6723 8000/8001
Fax.:022 6723 8010

10|Page



IPO Note — 2494 March 2021

Barbeque-Nation Hospitality Lt

oo NIE AL BANE

11| Page



