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Scalable business model post brand repositioning

Key Points

>

We recently hosted Mr. Dheeraj Gupta — Founder and MD of Jumboking
(JK) to get an overview of the company’s operations, being a franchisee
operator and its future plans to scale up Jumboking.

JK is Western India’s largest chain of homegrown Quick Service
Restaurants (QSR).

Transitioned from selling vada pav in 2001 to selling burgers in 2017.
Grown 8x in the past six years post repositioning.

JK operates a network of ~170 stores as of FY24 (137 stores as of FY23-
end) across Mumbai, Delhi, Hyderabad and Bengaluru.

The Brand Story

In 2001, JK started operations as a vada pav selling brand. After facing
obstacles along the way in its attempt to scale the brand (as customers
weren’'t willing to pay upwards of Rs20 for a vada pav), the promoter
deemed it fit to reposition into burgers in 2017.

The reposition required the brand to use garlic mayo (vs garlic sauce),
bread crumb coating (vs besan coating) and sesame seeds for an
incremental cost of 30 paise per burger.

JK has had good growth trajectory ever since 2017, growing 8x in the
past six years.

JK operates on-the-go stores with an average wait time of two
mins/customer.

The brand has 8 SKUs (of all vegetarian burgers) in total with a policy of
menu refreshment (+/- 2 burgers) every yeatr.

The company is not inclined towards adding to the SKUs as they believe
the current number of SKUs is ideal.

They are also not keen on introducing non-vegetarian options as being
all vegetarian is the brand’s USP.

JK sources frozen patties from Vista Foods, sauces from Cremica and
buns from Bakebest Foods. Distribution partner for the brand is
Radhakrishna Foodland.

60% of sales is from premium burgers (>Rs60).
7% average SSSG clocked in the past 10 years.

With 1.5mn subscribers enrolled in the JK loyalty program, the same has
a redemption rate of ~26% - the highest in the QSR industry.

Please refer to the disclaimer towards the end of the
document.
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Franchise Terms

= JK operates ~170 stores with strong agreements with 96 franchisees (of which ~26
franchisees run 55 stores).

= The brand charges a franchisee fee of 10% on net sales (6% royalty & 4% marketing).

= Lease & license agreement is negotiated by JK with landlords for five years and not by the
franchisee. Leases are in the name of franchisee.

= The franchisee clocks ~20% ROI after paying franchisee cost of 10%.

= JK has a 5-year mandatory renewal policy for a franchise fee. The franchisee re-furbishes his
store every five years. Every renovated store has the potential to increase sales by ~20%.

= If the franchisee agreement is terminated, the franchisee will exit the property. The company
has the right but not a compulsion to appoint a new franchisee at that location.

= JK gets ~500 franchisee-related enquiries a month.

= JKruns Franchise Accelerator Program (FAP) for the most committed franchisees. Their core
philosophy is they need owner-operator franchisees. The brand gives second franchisee only
to people actively engaged in the business.

Store level metrics
= JK operates on-the-go stores with a store size of ~150-200 sq. ft.

= |[nitial investment for setting up an on-the-go store is ~Rs3mn (vs Rs20-50mn for the
international burger brands).

= Lower capex and lower opex requirements as each store employs only four staff.
= Each store clocks Rs0.8-1mn sales per month on average.
= 50% gross margins at the store level.

= Dine-in AQV is Rs110. The brand defines AOV as total sales divided by the number of buns
and not the per bill value.

= Higher AOV for Delivery as prices are 1.5x for the same product.

= All stores are audited once a month with a penalty charge of Rs10,000 if the store fails to
comply with the requirements.

= Annual rent escalation clause is 3-5%.

Growth & Expansion Plans

= JKoperates a network of ~170 stores as of FY24 (137 stores as of FY23-end) across Mumbai,
Delhi, Hyderabad and Bengaluru.

= Mumbai has the highest store count at ~120 (~71% salience) followed by Delhi at ~36.

= Average sales per store are the highest in Delhi as there is no pre conceived notion of pricing
with respect to vada pav in that city.

= The brand plans to consolidate its position before venturing into other geographies and
foresees a potential of ~500 stores in the aforementioned four cities.

=  With ~10% store closures every year, JK aims to reduce it to ~5%.

=  With FY23 sales at ~Rsl1.1bn, the brand aims to double revenue every two years. This
translates into ~42% CAGR, which the company aims to achieve through ~7% SSSG and
~35% new store openings.
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Other points
= Operating environment in 1QFY25 was muted for JK as well.

= The management believes that the current downturn is possibly a time for consolidation and
expansion as smaller players vacate.

= Delivery saliency is ~15% of sales and the management intends to keep it at similar levels.

= Shareholding pattern: Promoter - 56%, Lucky Investments - 17%, Balance with HNIs etc.
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DISCLOSURES

This Report is published by Nirmal Bang Equities Private Limited (hereinafter referred to as “NBEPL”) for private circulation.
NBEPL is a registered Research Analyst under SEBI (Research Analyst) Regulations, 2014 having Registration no.
INHO00001436. NBEPL is also a registered Stock Broker with National Stock Exchange of India Limited and BSE Limited in
cash and derivatives segments.

NBEPL 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.

NBEPL or its associates have not been debarred / suspended by SEBI or any other regulatory authority for accessing / dealing
in securities Market. NBEPL, its associates or analyst or his relatives do not hold any financial interest in the subject company.
NBEPL 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. NBEPL or its associates or Analyst or his relatives 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.

NBEPL 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. NBEPL 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 NBEPL / analyst has not been engaged in
market making activity of the subject company.

Analyst Certification: |, Krishnan Sambamoorthy, research analyst and Sunny Bhadra, research associate, the author(s) 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
was, is, or will be directly or indirectly related to the inclusion of specific recommendations or views in this research. The
analyst is 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

Stock Ratings Absolute Returns
BUY > 15%

ACCUMULATE -5% t015%

SELL <-5%

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. NBEPL 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 NBEPL 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. NBEPL 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
NBEPL & 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. NBEPL
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. NBEPL 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. NBEPL reserves its absolute discretion and right to make or refrain from making modifications
and alterations to this statement from time to time. Nevertheless, NBEPL 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 NBEPL
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 NBEPL, 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 NBEPL.

*“Registration granted by SEBI and certification from NISM in no way guarantee the performance of the intermediary or provide any assurance of returns to
investors."

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

Access all our reports on Bloomberg, Thomson Reuters and Factset.
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