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LAKSHMI ENERGY AND FOODS : ABoVE 50% GAIN

MR.BALBIR SINGH UPPAL, CMD

LEAF, the largest manufacturer of long grain non-
basmati rice in the world started its plant in 1981
at Khamanon, near Chandigarh. From a small
beginning the company today has 1.20 million MT
paddy processing capacity which is growing
every year along with by-products derived from
the downstream processing plants.

The company continued to deploy its internal
accruals and fresh funds in its growth and it aims
to achieve Rs.1300 crore turnover for the year
2009-10. Owver the last few years LEAF has put
up ultra modern facilities which are among the
bestin the world to produce rice and other products
such as rice bran edible oil, cattle feed and wheat
flowr.

The husk which goes waste in the process is
being put to the best use to hamess energy which
is immensely neaded today. The company has
installed a 30MW power plant fuelled by husk
instead of coal. This plant does not emit green

Lakshmi Energy and Foods Ltd., the largest manufacturer of

long grain non-basmati rice in the world, has strong fundamentals and
high growth rate. The Company is continuously expanding, modermising
and diversifying its activities to improve the stakeholders' value through
internal accruals. The Company is planning to expand further in renew-
able energy by way of sefting up biomass based Power Plant of G0MW
next to the existing state of the art food grain processing factory and 30MW
biomass based Power Plant at Chandigarh- Ludhiana Mational Highway,
Khamano, Punjab. The foundation stone laying ceremony of the biomass
based Power Plant of 60MW was performed on 15th December, 2009 by
Dr.Faroog Abdullah, Union Minister for New and Renewable Energy,
Mr.Sardar Prakash Singh Badal, Chief Minister of Punjab and Mr. S.Adesh
Partap Singh Kairon, Cabinet Minister, Food and Civil Supplies, Punjab.
Meanwhile, for the quarter, it has achieved a Gross Profit of Rs.46crs and
Net Profit of Rs.32crs on a Tumover of Rs.187crs. For the year ended 30th
September, 2009(consolidated) it has achieved a Gross Profit of Rs.158crs
and a Net Profit of Rs.94crs on a Turnover of Rs.694crs. The EPS for the
year is Rs.15/-. The Paid-up Capital is small at Rs.13crs against high
Networth of Rs.567crs. However, the Return on Networth is high at 6% for
the quarter and 17% for the year. The leading Foreign and Indian Finan-
cial Institutions have invested in the equity. Technically the scrip has ral-
lied from Rs.104/- in March to Rs.160/- with a low P/E Ratio of 11 and high
Book Value of Rs.90/-.
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house gases and eligible for carbon credits under
Kyoto protocol. The ash generated from burming
of husk is also utilized gainfully.

The company's facilities at its 110 acre complex
are amongst the best in the world & most efficient
in terms of energy conservation and cost of
production. LEAF's paddy processing plant has 7
modules including four latest additions, equipments
for which were sourced from the world's leading
suppliers in Japan, Germany, Denmark, France and
LISA. The company also has special production
facilities for rice for the diabetic and heart patients.
The rice bran adible oil, a by-product obtained

from rice bran is among the best edibl
oils in the world which has fat reducing
qualities.

Diversification strategy

Rice and its by-products are already there
in the company for a long time. LEAF also
entered Pusa 1121 basmati in packaged
fiorm under the brand name Lakshmifoods.
This premium quality rice is doing well in
India and overseas markets.

Future Plans
LEAF plans to expand to 2 million MT

paddy processing capacity in next three

years by setting up new plants with
down stream projects. It also plans to
expand its biomass power capacity to
SOMW in the next 18 months according
to the Company sources,

Corporate Overview

* Largest producer of non-basmati rice
and related products globally.

* Primary customers include Government
agencies (~75% of production) and
wholesale traders.

« Besides indigenous plant, modern
processing capacity of paddy to reach
1.2 million MTiyear by end 2009, This
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will consolidate LEAF's position as the
undisputed leader in paddy processing
worldwide

» Commissioned a plant producing steam nce
which is beneficial for diabetics and heart
patients

* Additional par boiling capacity of 800 MT/
day baing set up.

« High degree of upstream and downstream
integration

* Initiated packaging premium quality
products, including basmati rice, for exports
and retail markets

+ 2 units of 15 MW each power generation
plants using bio waste husk operational

Investment Thesis

Uniguely positioned in two of the fastest
growing seclors:

Food and Power

* Largest manufacturer of white and par-
boiled rice and related by-products in India
and worldwide

+ Integrated processor with significant
economies of scale, Incremental revenue
generation from downstream processing of
by-products

* Fragmented market provides opportunity
for efficient integrated processors and
scalability

* Higher margins than standalone rice mills;
one of the significant by-products is rice
bran oil which is highly correlated to the
price of crude palm oil - a commaodity that
has experieanced significant uptrend
recently.

* Power generation business provides major
upside in profitability due to persistent
power deficiency in the country and fiscal
incentives provided by the Government

+ Growth strategy based on volume
expansion and exportable varieties as well
as better utilization of resources

+ Launched long grain white rice in retail
markets in February 2008 under brand name
‘Lakshmi Foods'

+ Also launched long grain par boiled rice in
Intemational market in Apnil'09

+ Strong revenue and earnings growth with
predictable cash flows. Revenue increased
by 37% YOY to Rs. 9,545 million and net
profit grew by 67% YOY to Rs. 1,009 million
in FY2008. In FY 2008 it was subdued to
extarnal reasons which are considered due

Lakshmi

tempaorary in nature according to Company
sources

Investment Risks & Mitigation

Input output prices of FCI grades are
determined by the Government and any
adverse change in regulation might affect
the profitability of the Company. Recently,
Company has diversified its product mix to
mitigate any potential adverse effect from
such an eventuality. Sales to Government
will reduce from 75% in FY08 to about 50%
in FY10 and further down in the coming
years

In the last 2 years, the Company has
recruited a large number of professionals in
enginearing, F&A, marketing, procurement
and HR departments and broad based its
Board of Directors.

The company Implemented ERP from SAP
and appointed Deloitte as its consultants

Benefits of Integrated Operations

* Large installed capacity of paddy of 4,500
MTiday

* By-products processed into value-added
products

KOMPELLA PORTFOLIO INVESTMENT ADVICE

34

JANUARY, 2010






