


Business Outlook :

We have seen a continued buoyancy in the demand-led by the opening up of the economy in
the phased manner post-COVID 19 waves. Ecommerce has emerged as a fast-growing leg
gaining strong prominence in the overall distribution. Our brand-centric approach enabled us
to emerge stronger and more agile post the Pandemic. HORECA and out–of–home
consumption has witnessed a slow comeback.

Future Outlook: As innovation is our strength, we will continue to introduce product across
price points catering to all strata of consumers providing them healthy, nutritious and quality
dairy products. We have always remained committed to growth and will continue to focus on
our core categories of ghee, cheese, paneer and curd. We will continue to strengthen our new
age business- Pride of Cows and Avvatar.

Ecommerce: Our E-commerce business has grown 3x in the last fiscal, and we have seen
demand picking up across segments and categories at an accelerated pace. It is one of the
crucial pillar for our distribution strategy as it helps us broaden our reach to the markets with
lower incremental advertising spend. This distribution platform gives us higher visibility to
capture market share.

HORECA: HORECA is making a come back in spite of taking the highest hit in sales during the
pandemic. Our growth in this segment in FY22 has crossed pre COVID levels.

Export: Our export sales has contributed 1.5% to the overall revenues. Our products received
good recognition in key markets of Middle East, South East Asia, Africa and Indian
subcontinents .

Procurement: For FY22, our milk procurement prices have increased by 8.7%. In line with the
commodity prices, we have also seen the prices of milk increasing continuously. We have
passed on this increased raw material pricing by hiking the prices for our products and the
same have been absorbed by the markets. This reflects the strength of our brands.

New launches: We are continuing to introduce products across price points for our fast-
moving beverage segments. During the quarter we have added mango milkshake and mango
lassi in our portfolio. With this new launch now our beverages portfolio of Go milkshake has
five flavours namely Vanilla, Coffee, Chocolate, Strawberry and Mango. Also, a first in the
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category of affordable whey we have launched our whey based drink – RAPID at the price
point of INR 10/- in two flavours lemon and orange which comes in 125 ml pack. This is
backed by a complete new line of infrastructure to establish larger footprint. The initial
consumer response have been very encouraging.

New Leadership Appointment : The company along with the Board of Directors has
decided to appoint Ms. Akshali Shah as Executive Director. She has been associated with the
company for over a decade and has been instrumental in growing the new high value
segments of Parag Milk Foods Limited. The company looks forward for renewed zeal and
enthusiasm from the new leadership. As a part of further developing and enhancing the
management strength we would be appointing Chief Executive Officer (CEO) and Chief
Financial Officer (CFO) shortly.

Performance Highlights for FY22

• Consolidated Revenue from Operations for FY22 stood at 20,718 mn reporting a growth of
12.5% as compared to Rs. 18,418 mn in FY21, driven by improvement in core categories
which reported 20% growth. Further, improvement in distribution coupled with buoyancy
in the overall demand aided in performance.

• The share of value added Products for FY22 is 68% of total revenue, while that of liquid
milk was 9.5% and the same for Skimmed Milk Powder was 19%.

• The company reported a loss of 5,325 million, due to one time write down of 5,095 mn.
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Reasons for write down of inventory :

Over the last three decades, Parag Milk Foods have built a very strong goodwill and
relationships with the farmers as they are the key stakeholders and hold important position
in the dairy value chain. During a COVID pandemic which we thought will last only for shorter
period, we had to support the farmers and their families during these tough times. We
accordingly forecasted the sales and change the product mix skewed towards high value
products that will help us sustain the business on a longer-term basis. We collected every
drop of milk that arrived at our factory door in a view to support these farmers. We planned,
produced and built inventory with a view to capture the market share.

Our anticipation on selling these value-added products produced from excess milk
procurement unfortunately got disrupted due to frequent lockdowns and various health
department guidelines that affected the continuity of the business with HORECA and large
institutions who curtailed their business for strategic reasons. Not only the forecasted growth
in the sales not materialized but also it resulted in non movement of stocks and built up of
perishable inventory in the supply chain.

Since the company primarily produce perishable products which are governed and
regulated by strict production and storage norms notified by FSSAI, the company had to
mandatorily write down its inventory to comply its guidelines and company policies.



There was also change in the government policy with respects to infant food due to which
the company could not supply the stock of whey protein the main ingredient in the infant
food formula to the end consumers. We also had to write off the inventory that was built for
this segment.

Further, as an additional precautionary measure, the samples were sent to appropriate
authorities like NABL approved labs. The company also appointed an independent
accounting firm to evaluate the quantity and the value of the inventory.

In addition, we received a notification which fixed the base selling price of milk procurement
from farmers so that their livelihood is protected. This resulted in an increase in our cost of
raw material procurement prices as evidenced by the Price Settlement Agreement entered
into with the milk aggregators. The impact of the above on the financials is INR 1,179 Mn
which was adjusted against milk advances and cost of raw material consumed.

Due to all these consequential impacts of the above the write down of inventories to the net
realizable value during the year amounted to INR 5,095 mn. This is a one-time hit that the
company has taken due to the Covid led uncertain situations that we faced.

In spite of all the above said set back there is no uncertainty in meeting the financial
obligation over the foreseeable future. These items are one time balance sheet items
pertaining to prior period and therefore will have no material impact on the ongoing
operations of the business.

Performance across Key Categories:

We have witnessed growth in our core categories and new age business despite bearing the
brunt of Covid led lockdowns and restrictions.

Core categories : In our flagship brand Gowardhan Ghee, we continue to enjoy the leadership
position in cow ghee category in key markets. The brand has witnessed continuous traction
throughout the year and has posted a growth of 7% in FY22. This momentum is likely to
sustain ahead as well.

To entice and create brand recall & awareness in our young and techno-savvy consumers, we
have strategically placed our Go Cheese communication on digital platforms for which we
have received tremendous response. For the year, the cheese category continues to have the
dominant position in the market and has grown at 9.7%.

Sports Nutrition: Our Sports nutrition brand Avvatar has seen strong acceptance across
channels, especially in the digital world. The brand has grown three times in FY22 and now
contributes 1.3% to revenue. We remain optimistic for this category and will continue to
strengthen and invest in this brand in future.
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Safe Harbor

Any forward-looking statements about expected future events, financial and operating results of the
Company are based on certain assumptions which the Company does not guarantee the fulfilment of.
These statements are subject to risks and uncertainties. Actual results might differ substantially or
materially from those expressed or implied. Important developments that could affect the Company’s
operations include a downtrend in the industry, global or domestic or both, significant changes in
political and economic environment in India or key markets abroad, tax laws, litigation, labour relations,
exchange rate fluctuations, technological changes, investment and business income, cash flow
projections, interest, and other costs. The Company does not undertake any obligation to update
forward-looking statements to reflect events or circumstances after the date thereof.

About Parag Milk Foods Ltd:

Parag Milk Foods Limited, established in 1992, is the largest private dairy FMCG Company with a
Pan India presence. We have our manufacturing facilities with in-house technology which are
strategically located at Manchar in Maharashtra, Palamaner in Andhra Pradesh, and Sonipat in
Haryana. We sell 100% cow’s milk products that are healthy and nutritious. Our integrated
business model and strong R&D capabilities have helped us emerge as the leader in innovation.
Our dairy farm, Bhagyalaxmi Dairy Farm Limited house more than 2,500 cows, with a
mechanized milking process. Under brand “Gowardhan”, we offer traditional products like Ghee,
Dahi, Paneer, etc. Under the brand name “Go” we offer products like cheese, UHT milk,
buttermilk, lassi, yoghurt etc.

“Pride of Cows”, the flagship brand of Parag Milk Foods was introduced with a proposition of
Farm to Home concept targeted towards customers seeking premium quality dairy products.
The Company has also ventured into the B2C segment for Whey Protein with the brand Avvatar
- India’s 1st 100% vegetarian whey protein, first of its kind manufactured in India. Our goal is to
become the largest dairy FMCG Company that emphasizes health and nutrition to consumers
through innovation

Contact Details

Company: Parag Milk Foods Investor Relations: Orient Capital

Mrs. Sangeeta Tripathi Mr. Rasika Sawant

investors@parag.com rasika.sawant@linkintime.co.in

Tel : +91 22 43005555 Tel : +91 95944 57518

www.parag.com www.orientcap.com
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