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Ladies vl Gentlemen, Good Day and Welcome o Dharamsi Morarji Chemical Company
Canference Call, hosted by PhillipCapital {India) Pvt. Ltd, As a reminder, all participant |ines
will be in the listen only mode. And there will be an opportunity for you 1o ask questions after
the management address concludes. Shoutd you need assistance during the conférsnee call,
please signat the operator by pressing " and then ‘0" ot your touchtone telephone, Please note
that this conlerence iz being recorded. | now hand the conference over to Mr. Samarth Sanghvi
frem PhillipCapital (India) Pvi. Lid. Thank you and over b yoi, Sit,

Thank you, Jenis. Goad aftemoon to all the participants o the Dharamsi Moratji Conlerence
Calk. With us on this cali today is Mr. Bimal Goculdas who s the Head of the Company, CRQ
af the Company. We have along with him Mr. Gokhak: and Mr. Sundaram.

I would fike to now hand aver the conlference to the management for some opening remarks,
and then we could head on tor the Q& A session, Thank you.

Good afternoon. evervbody, Thank you for joining the call. | am Bimal Gocoldas and with me
are Mr. Gokhale and My, Sundaram from the legal side and Company Secretary as welb as the
CFG.

Ta statt, [ wauld like to give you a Iitts backgroond about hath the companics, Some of you
may know this atready. In that case il would be a bit of a repeal, but bear with me please.

The Dharamsi Morari was esteblished o little less than [0 years ago. 1919 ta be éxacl it
started the first sulfuric acid plant in India. We s1il] make sulfuric acid, but eur focus is now
much more bowards specialty chemicgls based on sulfur and also based on ¢thano!. For most of
the existence of the company, we were known &8 4 fertilizer company and we had to change
our business ling, in fact, we were forced w0 chenge our business line because ol Lhe
government policy which was adverse for the type of fertilizer we made and therc was
preferential subsidy lowards other Fortilizers. It was not ot all ¢ fair market silvation,  We
decided to exil fertilizers completely, today we do not make & single kilo of fertilizer on our
oam, while at nne-time we mode over 3.3 million ton and we were in faet the largest in Agia in

the type of fentlizer we made which was the single super-phosphate (S5F).

Today our focus is on value added chemicals, We start with burning sulfur, which is a
byproduet af refinery opetations, [oil refinerics). to make suifuric acid. Fram that we make
varions suifonating agenta like Olewn Chlomsulfonic Acid and liquid Sulfar Tricxide. And
from these we make downstream specialty chemicals by combining them with dilferent
organic products like benzene, phensl, ethanol, ete, Ethanol chemisiry is another ling we have.
Ethancl is again & réw material we sourcs cither locally of imponed, depending on whichever
price iz berter. India has its own productivn of ethanol, so that is an advanlage for us. And
sulfur, as 1 mentioned earlies, is a byprodust of rwfinery operation, again, it is ocally sourced

raw maserial.
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[ will take a few minates also to talk about Borax Moragi. Borax Morari was in fael sctup
more Ihan 50 years ago. it has heen in existence since 1963 and it was lonmed as a joint-
venture between US Borax, at that lime known as Bormx Consolideied Limited, BCE., and
Bharamsi Morazji. It was g 50-30 IV between DMCC and Berax Consolidated, a PK based
company. That foint veniure went on well until the late s when India beeame sorl of maore
inward looking and tricd to get ot all the foreign companies, including Coca-Cola, Ford and
other the mulbinavonals. That time the Borax Group decided to exit the 1Y, and pan of the
shares were bought by DMCC and prometers and part of the shares were bought by the public.
Sa it was fisled somelime in the lats 70s.

Borax Morari is in the business of manefaciuring Boron chemicals such as borax, poeic acid
as well s downstreum, incleding products like zinc borale which is used in making lire-
tetardont cubles, fire-refardant paings and other such applications, Also, we praduce distdium
octaborate tetrabydeate which is used as a micro-nutrient fertilizer as well as used as a Hmber
preservative. And there are many special grades of borie acid produced, boric gcid 30 which
hes application as a catalyst and in nueclzar power, as well &5 pure grades of Borax including

chemically pure and pharmaccutical grade,

So this is the backgmuond of both the companies, DMCC as you will know is sbout Rs. 130
crares umover, Rs 120 crores o Bs. 130 crores urnover. Botax iz about Es. 50 crores
wmrnover, And we ate hoping that, of course, when we combine the two, we should have
beneficial amangement for ail the sharchalders, The plant of Boraw Meoragi is cumently o
[Drahsj, and the main plant of Dharamsi Morarji is at Roba, Combining the owo we will have a
foctprint in both the major industrial stases, Maharashtra as well &5 Gujaral, The Borax siis has
a lot of space land available, out of the 100,000 plus squace mebers at Dakeg, | hiok keys than
one-third is accupied at this Lme, gives us enough room to expand, The other advantage of
conese i5 that Dahej is in the middle of the largest chemical market in India, which is Gujarat.
S0 logistically thal 15 & big advantage for DMOC produosts as well, And from the point aof view
af Barax shurcholders, you bave of course additional reseurees availible Trom DMOC i lerms
of flnance, in terms of manpower, things like thal. 8o, as a combinaticn, we believe that 1 will

b benglicial {br both sets af sharcholders.

I would alse like o add that the promoters for both companies are common, s¢ fhere is o
particular interest to favor cither set of promolers, sinee they arc same in both cases. The
valuation was done by an independent valuer on a fair basis and the swap ratio was arrived at, |
zm sare all of you have seen this scheme of arrangoinent, but the swap ratio of 2:1 was amived
based on an independent working. It was also vetted by & mevchant banker, asdially 1wo
inerchant bankers and that is when we have presemied this to the stock exchange and it will
shortly go to shareholders and follow the procedute for approvat.

The sizps for approval are many, it is a long vay o po balfors this becomes realiny, tha mearper,
We have 10 lake chearances from sharchobders. minority sharchalders as well and of course the
bankers. creditors of both compaties. 1 12 estemated that it woold take at least six months 1o go
through.
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We have kept the appointed dare az April 1st, 2014, since both we have published balance
sheets for both companies for the previous year resdy and it becomes casier 1o make this

BITengement.

I thunk | wall Iike to open this up now for Guestions fmom anyone on any aspect of the menger,
anything thal you may like to ask af this time.

Thank o, Ladles and Gentlemen, we will pow begin with the questiion-and=-answer seision,
We have the first question from the ling of Dhaval Shah from Cirik Copital, Please go ahead.

T have two questions mainly. Fitst is, in Borax whal is the state of the plant we have s Cohej,
ig il recently built; is il old and ¢an we use it for manulecturing for DMCC? So how can we

utilize the current plant and machinery of Borax?
And in tzems of cost, what is the immediate savings do we see posl-merger?

The Borax plant at Dahej is geoeralty a new plant, i has been built over the last owo, three
years. 8ome of the equipment may have been shifted from Ambamath, but only what was in
very good condition was actually shifted. And the entire building and utilities and everything is

brand new.

8¢, you alse asked second part of that question which was what can get out of thiz? Mow, we
will be continuing with the boron busingss as well, we are nol going W0 discontinue the boton
business, 50 a lot of the existing exquipmeant of borax will be utilized for boron produgts. They
do have same spare capacity inospecialized equipments like spray deicrs which would be uselul
for DMCC producis, but that is net ene of the main advantages for us, What we would see is
the entire plani, | mean, the entire site, we are looking at things like chilling planis are
available, thermal fluid for high temperature reaction, that is gvailable, sicam 15 available
through a boiler, then gas is available from the ONGC pipeline and it is on site already, water
is thers, the afffuent connection is thete. So all the comman wlilitics and everything is alrcady
available, if we would have to start doing that anywhere elsc it would take a long time and cosl
4 lot of money. S0 | am looking at this as an advanage, the availability of the infrastructure
eather than specafic plant and mpehinery,

o il | were to pul it this way that in your FY 16 balance sheet | see Rs. 13 crores of plant angd
machinery, Now, out of this Rs. 13 crores how much would be your ¢ommuan platform which

you just menticned, and the rest would be for Borax specific,

| wauldn't knese of T hand o e break thisup, but T know that the boiler itsel§ would be about

Rs. ¥ crores, the other common otikities, . 5o maybe 40% to 500 1 ectimate.
A0% o 50% of Rs, 13 cromes?

Yes
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S0 you basically saved around 40% to 50% ol Bs. 13 crores, so DMCC will nol have to put in

their extra money”

Cormrect. And apart from thai, what you do not see s also the land leveling things like that,
whatever was invested in that part of it. And it is also acquisition time and getiing it ready. so
time valug of money is the other thing 1o lopk 2t. That is an intangible but it iy something 1

want ta put it gut there.

8o, currently DMOC is 2t Roha, now do we intend to shut or do anything, relocate from Roha
to Dahej?

Mo, we would not be relocating as such, What we would do is for any of the newer products
we would look at where it would be an advantage te maks considering everything, considering
the markst, considering raw materials, considering logisiics, all that Also permissions for
manufaciuring, labor costs, availability of utilities, we would have a look at the overafl picture
and then <decide, Bul the idea is not to move something out of Roha and info Dahej, the
denizion would be taken for mewer producis sceording 1o thatl.

So, inceemental i€ you were supposed to do any capital expendilure at DMCLC, so that will
happen all at Dahej only now?

Mot necessarify, See for example, if we were to do something conneeled with chior-sulfonic
acid | may centinue at Roha, bul if il was something connecied 1o raw materials whick are
mure ¢asily available in Dahej, 1 would do it there, So it would be a individual decision and nou
a blanket thal we will stop investing in Koha and invest in Dahej only,

And sir, what is the immediate cost benefit do we see on the BAMLT

Right. So, apain immediae cost henefil rzally for DMCC would be in terms of admin and
other overheads which T have not quantified ag yet, but it is & general thing when these meegers
happen whete e conymon costs can pel divided, 3o we are looking at basically sdoinigtrative
cost reductions and things like that

But that aember you are vet to kind of .7

Yes, | mean, we would have to look at the averalf picture, We would also have to 100k at what
resoutess we would need, because we gre looking o grow, 5o il we couldd redeploy the
ragautees and utilize mem in growth plan then certainly you may ol see a reduction in the

fiupnber bl vou will s2e o quicker juimg o the top-line, 8o depends on ow vou look at it

And sir now what is the way torward for Borax now, after this merger, does Boras alsn move
on the same line of whal DMCC had focused on the specialty side, so what is the way farward
for Borax?

Yes, containly, See, Borox has some strengths in their product line, they are still the number

e brand in Endia in boron products. So everybody wants a Borax Morarji made boric acid or
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Borax Morar]i made botax deca-hydrate, things lke that, the brand commands a premium. So.
as 1 said varlier, we are not going to cut back on that, in fact we will reinforce the brand Jwe
have tried 16 lpok ot some more preducts which we can push along with thase 1o the existing
cusiomer base. And the idea is to grow m specialtv boron products as well, So we can
combine, thers is a small development t2am in Borax, we can combine that with the DMOC

devetoprment leam and there is plenly of oppartunities in the boron line as wefl.

%o sir, iT Borax products were commanding promium in the market then why was the company
making loss al the operating kevel?

The thing is. during the shifling we spent 2 lot more money than we thought we would, Also
lust yeur, the China slowdown had a dramatic impact on the pertormance. Whit happensd is.
Ching being the biggest impérter of boron products, their slowdown caused a huge globalty
glut actuelly, S50 people looked at the next big murket which was India and glebal suppliers
started literally dumping produst inta the Indian market, this has resuled in price crash to
unpreecdented low levels, which (3 again picking up new, bul it affected us al the wrong time

when we were plieady in a bit of a crunch after the expansion and movement.

Thank yau. We have the next question from the line of Jeevan Pabwa from Candy Floss
Advisors. Please go alwad,

I just want to understand twe things, 5o in o nomalized situations, so you arc saying basically
the prices have crashed because of the China slowdown. S0 if we go back o the nonmalized
situation, suy mzyvbe two or three years back, then whal kind of realization, whal Kinds ol

mangits do you see on the Borax Morari gide on the operating level?

So, in general, there are different types of Borax producis as well, there are some like deca-
hydrates which would be o commedity, and there are special grades which ame of course
specialtics like barie acid sq or disodium octabarate teteahydrate. Sa the marging would viry
from 1% o over 40%

Iz Indo Borax  a compelitor o Borax Morarji?
Yes

%o lndo Borax has pot marging much better than Porax Mararji, so was it because ol the fact
that you explained the shifling and all that?

Wwell, yes. The leverage iz difftrent for them, a lot of obr income is going towards paying
extraordinary high rates of interesl compured to what we shoulbd be paving, which is something

which we ore poing to address soan.
O the pross matgin level will it similar?

Yes.
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The gross profit should be similar, right?

Yoz The thing s, 1 would nol want to comntent on o compare panticalarly wilh Indo Borux
but what [ can gay is the margins, as | mentioned to you the margins are between 10% tp 40%
for different products can be achieved,

Okay. 50 Rs. 50 crores is whal you are saying is the top-line, so whal kind of capacity

utilization you gre considering in this, Dahej capacity utilization?

You see, what we were looking al when we first shifted to Dahej we weore thinking that we will
vl lake the fechnical grade boric acid plant thers, because it was a commodily, prices wors
dewn anyway, Mow it appears thal wilh a small invesument we may be able W produce boric
acid and il would be wn advantage because there are cenain restriciions on impons. So, the
capacily utilization again depends on product to product, For example, in Ambarnath the spray
drier which is wsed for making disodium octaborale etmhydrate the capacity was sbout 2 1ons
a day. Here the plant in Dabei has & capacity of 11 wes @ day. So ceriginly the capacity
ulilization is low because that was buill with keeping 2 10 year window in mind. For ather
products like Borax deca-hydrate the ulilization may be 6% 0 709, things like that. 8o, baric
gcid technical grade teday U plamt has not been instafled, becsuss iU was not though

B CESSETY,
Qkay. And how much investment would it take for boric acid?
W arc still werking it out, bul the incremental investment would be less than Rs, 2 crores,

And also, i ] ask you the question that in say next three, four years withoul tnvesting further in
the Dxahej plant, how imuch the boric side can do for us, the top-line?

I would say that and i is very difficult to make projections becavse it is a dynamic situation,
Ma, just looking an the capacity | am saying.

Yes, there would be a potential b go back 1o Rs. 60 ceores. Rs 70 crores, Rs. B0 crores
turtier, in thar range, which we have achieved in the past quile comifoniably,

But with more specialty you should he able to cross Rs. 100 crores?

Yes, | de oot Tike o make commiment on this or projections on this, bu you gan sge what has
been achieved in the past already,

And pext year can we see the lornaround in The borax then?

Again, pur intention is that that is why we are going shead with this, but if you look a1 this
year's performance of Borwe 4l is better than the prévious year and we hope and we are
workitg iwwards making next vear better,

And the last question, what will be the debt on the combined entity level?
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Sundaram, can | give thal question to you,

Actually, ut the end of December b.c. 31% December, 2016 the combined debt is 954 million.
Rs. 95 crores almost?

| can say Rs. 95446 crores,

So that includes curment liabilities as well?

Al Tiabilities.

Okay, 20 Rs, 95 crores is the ikl dabl

Mot debt, it is not debt.

It 3% getually debt under current liabiliies, What exactly you want, you want only the debe?
The debl partion [ am saying, what will be the total dehe?

Drepl porrtion iz about R 16,8 cromes,

Think you We have he next question fom the ling of Rukun Tarachandani from Kotak Asser
Management. Please po ahead,

Can you talk & bil about the demand supply stenario on the borax side of products, because
you expect a trnaround that is largeby because of your operational improvements or are you

expeeting thal e price movement of these commoedilies will also be much more favarahle®?

Yes, commedities in gencral Auetuate up and down, 3¢ we cannot base our projections on a
one way tise in commodity pricing, that would be not sorrect. 5o what we are fooking at is
operational improvemenis, we are looking at enhancing production capacilics, extra prodbiction
within the cxisting capacity and as well as iwvoducing new products, Se, for example, |
mentioned for boric acid we are looking at a plant, fechnical grade boric acid, for other
produets like the disodium octaborate tetrabydrate and the zincborate, we am [ooking ol
expanding the market and taking advaniage of availabbe capacities.

And from an ineremental copital allocation parspective, how do you ses the capital allocation
between the two lings now, goe is the sullue and ethanol based specialty chemical line and the
other one on the borax side. 50 incrementally would most of the capital allecation be wowards
the specialty chicm gide or would borax side of the business also have a significont capilal

allocation?

See, in general we would be looking st investing in speciallies, whethee it iz boron or sulfur ar
ethang] based, it does not matter. So we are nol looking it at the main s0n and the sep sonar
anylhing |ike Ial, we will loak at product case by cage. IFthere is an opporuniny W make good

margin and a8 boron based specialty. we will invest in thet. 1 the marsins ave better in sonm
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other products. we would invest in thal. So we are evaluating RE&ED 1cams on both sides are
evalunting severa] products which weuld be decided based on the margins al that time, not
laoking el any particular segment,

And on the specialty chemical side vou talk about having competence in suifur and cthanol
chesmistry, 3o if you can elahorate on that & hit s to what is your competitive advantage there
and what are these products where you can have limited competitive intensity?

Right. So thar question is | guess from the DMOC perspective, becawse fhous iz on those
chemicals i DMCC, So there we bave certain advantages in the scnse we ore backward
integrated all the wey o sulfur. the main raw matetial we bay are sulfr, benzens, ethanot, we
are a5 backward integrated ug practically possible. So, we also have a good scale of operation
in these chemicals, the downstream products that we are talking aboul, So for example, in
sulfonation chemistry our technology, the quality of product is as good as anybody's in the
warld, our cogt effectiveness is as good as anybody's in the world. S0, what we alsn bring 1o
the tablz and what iz being given value now-a-days i3 our ability to handle these products
safcly and with ne environment impast. Because they are oll hazaedous chemicals, there is 4
valuz to the knowledge of how to handle them sefely. And when we talk 1o our customers, we
always Foous on that, and increasingly, overseas customers af course but even domestic
customers arc insisting on a safz operation and environmentally friendly operation. So thiz is

whiens we stand a little bit apart from a lov of our compelitors.

Se are ihese localized products, | mean, is the competition mere local in this ot is the

campetition ghebal?

Mo, we look 2t the global market anyway. because lor us it does nol matier loval or exporls. we
tredt it 1he same way, About 65% ol out business or 55% is domestic, 43% is cxports, frankly

wa do not care whether it iz kocal 2ales ar inlernaticnal zales, ot us it is the same thing.

And in the products that you are in what will be the kind of market share that you command,
will il be signilicant from a global perspactive?

Diepends, again for two or thee of the specizllies, yes we ane globally number one, tw or
thiree jn the warld. But for things Yike sulfuric acid there are much bigger players.

Thank you. We have the nest question from the line of Veena Putel from iWealh
Menagement. Please po ahcad.

My Dirst quesiion was regards 1o Borax hMorarji. So you just mentioned Ihat we can achigve 4
peak revenae of around Rs. 80 crares to Re. 80 crores with existing capacity, that is whai we
heve done in the past. At the same Lime we have been menlioning, we know that has been
uploaded an the stock exchange that you have been working o few of the research orientd
products. $o, going abead from the research pipeline what do you think is the growth potential
we can gee Jrain the new products?

Page 9 of 18



P PhillipCapital

Bimal Goeuldas;

Veena Patel:

Bimal Groeuldxs;

Veena Pulel:

Bimal GCoculdas:

Veema Patel:

Bimal Goceuoldas:

Yeena Patel:

Bioal Goceldas:

Veena Pafel:

Blosul Crocoldas:

Yeena I"utel:

Bimal Goenldas;

Yeesa Paiel:

PhilipCapital {India) Pvi. Lid.
March 20, 2017

So, wilh any development producis it is very difficult to give & target, especially numbers. Bul
we are looking at different grades of zinc borats, we are looking at some glycal borales, we are
looking at some other Rarmutations for the specialty micre-nutrient market. And 1 think these

would be the vore areas whero we are luoking to do R&D work.

%o go we have something concrete which would be hitting the markel maybe in next o 1o
thres vears?

Yes, | mean, | would like 1o sctuglly ses the success in the market and then comment ¢n thal,

Of caurse we are going to come out with some new products.

Mow, second question is with regard o Borax itself, just looking at raw material o5t 48 gross
margins, 50 they have been fuctuating and always they have been very lower side and
campared to Indo Borax also has gat majoely singhe g2t af products, they do have o higher
gross margin. Se any specific reason for our gross marging to bo on the lower side?

See. as | mentianed we have 3 much higher interest cost then they do. I think they have a very
tow debt and 1 also think, | mean, | cannot comment on Indo Borax aperations but [ can angwer

anything specilic about borax il you have,

Sir, | was referring to the raw material cost, we have higher raw material cost. S0 what has
been the reasen, becouse bowh of them are in similar set of products. 3o similar would be the

raw material. Sa theit taw materal eost is quite lower and ours i on g very higher side?
Ma, §would not be able 0 comment on that.

And it bag been fluctuating sir, just wanted e know the reason behind it, bacause that has bren

dragging pur nperating profit marging,

See. as | memtionezd, the last one vear we huve seen & very low price, @ is an unusually low
price on boron products which I do expect wilt reverse. But we are looking at, as | mentioncd,
focusing on more of the value-added products cven in the boron chemistry ling, so we gel

away froim the commuodity fluctuations affect,

And gir, we huve been sourcing the major raw materigl products for Borax from |oeal market
or inporling i

All boron is imported, there is no boron availabe lacally.
And the price fluctuations have been hilting over there also?

Yes.

And that could be one of the reasons, bocause vou jusl gave us explanation for the last yrar's
poor perlommance ot the marging because of the China facior. But if [ lock back il FY 13, we
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have been secing negative opetaing profit margins. So | was trying to understand what have

been the reasons for that?

Sige, the Just few years have been sart of a very Immsition period for Borx Murarji where the
switch sway from the Ambarmath plant io the Dahej plant has taken more time and moe
money than was originally envisaged and that has certainty affeeted the performance.

And sir, ane last question, You just mentioned that one of the mtionale tor the merger has been
thi utilization maybe of the wautitized part of the Drebej plant of the Borax where you would be
taking ration cull as to when which product will be suited for production. Waw, we have the
facility al Roha of Dharansi so bere we have B rescarch pipeline already available and where
you arc jusl (ying to launch maybe twe to three products every year. S0 the current capavity
that {5 available is sufficient for the production thar we need o dao LY

What 15 the question, somy?
Sir. we have sulficient as the existing plant of Roha.

For cerlgin products, yes. We wollkd not be dupticating the Boha products in Dakej, we will be
doing dilferent products there,

ikay. So, Dohej plant may be used for the new el of products altogether?

Yes, it may be products which are developed by R&D at Roha, but it could be sulfur baged as
well, it vould be ethanol based as well, but not neeessarily something which we are alrcady

making ar Koha.

Anything that you heve in your mind on concrete basis, maybe next two o three years you
would like to do it in Dahej. the production?

Mot ke tha, pon immediate,

And sir, ane Gnal question with regards to the tax benefit, because Borax has gol accumulated

losses, so we will be gening some kind of tax advanlage?

Well, we are doing the scheme of amangetagnt in such a way that we are following the

purchasc method where the losses of Borax will not he carry forward to Dharamsi.

Thank vou, We have the next question fram the line of Trarshit Shah from Mirman Capital.
Please go ahead,

Sir, my quéstion perting (o the outstanding preférence shares which we have in both the
companies. that is close 10 Rs, ? crores we have in Borax and around Rs 2.8 crores in
Dharamsi, plus the cumulative dividends. Sir, what the plant have, or do we intend (o further

kind of convert them inte equity of the plant to pay them over the years?

Page 11 of 19



P PhillipCapital PhillipCapital {india) Pvi. Lid.

Bimal Goculidas:

Darzhit Shah:

Bimsl Goculdas:

Darshit Shah:

Bimal Goeuldas:

Drarshit Shah:

Bimal Gaculdas:

Darshit Shxh:

Bimal CGioculdas:

Moderaior

Rohit Balakrishaan:

March 20, 2017

Yes, there are two separate scts of preference shares, the Rs. 9 crores in Borax is held by
promaoters and part af the scheme is Lo convert it into equity at the matker price which was Rs.
108 a share on the relevant point it Gme. So, the Rs. 9 erores will be converied into equity, the
dividend will pot be paid, it will be waived, it has been waived by the promolers, that will mot
carry on. The other Rs, 2.8 crores is Lield by an employes welfare rusl sp we cannot converl
that info equily and we cannol wave the dividend en that. So, of course that is & taueh lower
e of dividend, 1 think 2.5% or something like that. So that will be paid when the compeny 3%
able to pay.

Olkay. 5o this Berax ong would be converted in this current schems of emangemen(?

Yes, the Rotax preferznee shares would be converted into equity and the cumulative dividend

would be waved,

Carrect. Sir, the next question pertains fo, sir we do have been maintaining shul-downs every
15 ta 18 monihs in Dharamsi, so when do we expeet the next shutdown happening and do we
kind of shift produstion in Dake] later on or thet is not geing ke be the case?

%o, what happens is the sulfuric acid plant shut down which affects she entire Roha site does
happen avery 15 10 18 months, but it is not possible to climinate he etfeer ol that by setling up
at Dahej unlcss we also pul up a sulfuric aeid plaat there which is not our plan at the moment,
So you will have to just bear with that, what we ar¢ fooking at iz looking ol products, soms vl
which muy nat require = sulfuric peid plant 1o be opetational, we are also looking at enhancing
or we have enhanced some of our storage capacilies so thal we can mitigate the effect of the

shutdewn_ But yes, the effect will be thers. which iz likely lo be in the next quarter.

And sir, in terms of pur multi-pucpose plant, sic how many do we have camently and Llast year
also we phanned 1o pul eraund R, 10 crores for that multipurpose plant. sa have you gol al!
gpprovals in case, because what we understand is now the approvals are plant specific rather

than product specific.

M, in fact the appravals are product specific. So it (s 1ot possible to Just sctup 3 plant atrd then
sty 1 will produce anything | want. in fact, we are arguing for (hat, but it has nol becoms a

reality ver. %o we have two mullipurpose plents al Roha, and the rest are dedicated plants.
And dg we intend to put more inultipurpose prants?

Yes, certaindy. As | said, our idea is tu look ot muitiperpose manufaeluring plants bevause of
their Nexibility and from these plants if any particular product becomes sufficient velume then

it eould have its pwn dedicated plant,

Thank you We have the next question from the line of Rohit Baldkrishnan ltom Rare
Enterprise. Mlease go ahead.

Bimal, just want to understand in the context of this merger that is happening now, how does
the overalt view of the company looking at niche chemicals, piven that a certain part of Borax
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Moratfi is lergely commeditized. So how does thay, your sott of view of transitioning from
more commudity o specialty which sort of has happensd in DMCC, How do you view thai
given that it is 2 combined entity now?

Yes, 50 cenainly thete are some specialty products in Boruxs as well pnd the boron space hug
plenty of specialties, we will ook at combining the strengths of both companics. particulacly
vur RED and even the managenent and try 10 move more and more up the valee chain, Biks
we have daone in DMCC we will also leok at specialty borates, it iz a whole wide ange of
producis oul thers.

And any evaluation criteria that you have in mind that you ¢an lay down in frone of everyhody

in terms of eppoctunity value or marging or..,7

Yes, like we heve been talking consistently, if it fits within a three year payback we will invest
it it. And Rohit, just 1o tell you again that it i5 oot necessary that in Dahej we will anty do

boran products or in Roha we will only da sulfur produets. we are removing that distinetlion.

And on DMCC, so any update on the sulfone products that you were looking 1o launch, how
has thatl been, il you can provide any updates on that?

Yes, 8o we have some approvals in place, as | mentioned. Stili nol as fast as we would like, but

it is in progress,
Any thoughts oo when do you think you will be able i gat those approvals?
It is 1ough to say becauze it is net in our centeol, it is all with the customers.

Andd sy iF you think eorthined, T mean now it will be almost Rs. 180 cmres lo R, 200 crorey
tup-line company, i you take a four, five-year view, longer view, T am sun projecting revemse
is very difficull, sspecially in the year end. But ] jusi went to understand in terms of your
broader vision whatl are your thaughts, because you have taken lot of sleps both opetarionally
and non-operationally, like vou talked about waving ol the dividend in Borax Morarji also and
alzo i DMOCC there was a prelerential issue few menths back, So. jusl want w0 onderstand the
ouerall, the promoers have also given interest free [ouns o the past, there bas been o Ger
haireul for the promoters 25 well. So just wanted to understand fiks given vou are a majorily
holder 3 the company, just want to understand four, five wears oot what is your thawghe

process, how are you thinking about this company?

certuinly having two listed companies with commoen promeaters and all did not make gny senge
now, Sa. oth ate in chemicals, 2o it is just berter overall to combine, We would cectainly say
in gdmin gnd alher vasts, but aparl fom bt we gre looking a1 that yes pramolers have
szcrificed bl il is because we believe that we will get more (han that in return over 2 long
periad of time, Sa, certainly it is confidence from the promoters in the company, that is why

we have done i, nobody dees this for charity. Bul we believe that having both companies
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together under one banner would certainly help overall. So it is like one plus one will be threw

and ot fwa.

And Bimat, in your products in DMCC for how muny products you would say that 1 am
excluding the chemicals like sulforic acid which are noi really higher marging but for the
chemicals which are more higher marging what woukd be the market share and in how mury

praducts would you be in the top one ar two or three in the global space?

Sue, plobally there arg three products where we have significamt market share. The benzene
sulfonyl chloride we would be the largest in the world, we arc probzbly close to 40% w0 §0% |
would say, mavbe 40% of global share, In sodium viny] subfonate we would be around 23%
and the diediy| suffate we would be arcund 20% - 25%, We cannol sy exactly because these
aumbers are pod published, bun these are estimates from what we know in the markel.

And of the Rz, 130 crores of revenus how much would these three ronghly contribute?
See, toughly around 65% to 70% i3 ol specialtics and these would form the bulk of thal,
Okay. so about B0 would be a fair eslimate?

Yez, | would not know ofT hand bu it is significant part of the speciakies, yes,

Thank you. We have the next question from the line of Praveen Sharma who is an mdividual

inwestor, Please go ahead.

Sir, ifwe ook et the two companies separately, DMCC and Borws Morarji, it appears that with
the Borwx Mocarji with ita poor balance sheet and PE&L will be a huge drag on DMCC, S the
averall perfarmunce of the consolidated enticety will highly be dependent an the performance
of Rerax Moratl operations, 30 can you give a flavos to when do we expect Borax Morarji t
breakeven at operational kevel, what kind of timeframe we are lonking ar?

Yeg, if vou see the Bora performance, actuslly thiz year has been better than the previeas
year, in spite uf all the constrainis. And we expect next year to be improvement over this year
as well. One ol the things that we are looking al is how to cul down oo the interest cost, that
has been o hip drag. And once you have it s like a vicious circle which prevents you feom
getting out of trouble. 50 we believe that with the resources DMCC can bring in. we should be
ahle 10 gel out of that.

So, | am sure you will be renegotialing your intersi rates with bank once the conselidatiot
takes place. and after that do we expest Borax Marargi operations 10 brsakeven once this
merger happens?

OF course, See, we are not doing this just (o sort of subsidize Borax, lel me be very clear thal
we belicve that boron products themselves will make money, A, And B, that by combining the
two sides and having twa manufaciuring footprints, one in Gujarat and one in Maharashirs, it
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will help the overall grotup as well. So the growth of DMCC also will be helped by having this

extra sile.

And sir, just 10 heve an undarstanding in terms when we talk of a consolidated revenve of say
Re. 160 croces ta Re. 180 crores, at the good tiee of operation in future whal kind of EBITDA
marging do we expeet on a consolidated level?

I canmt give projections like this, bul certainky we would at least try 10 mainkain what we are

cutrently doing in DMCC,

And zir, what iz the expected timeline for this to happen, this merger to happen, whal are the

next stepsT

Yoz, 20 we have filed with SEBL and it is a long process, we have (o seek approval of
sharelolders including minorty shereholders, ereditors, banks and all that, We expect it will
take about 3% months. Mow the process goes to the Naional Company Law Tribopal, MCLT.
But the appeinied date will be April 12, 2016,

Thank vou, Cwr mext question is from the line of Yogansh Jeswani from Mita) end
Comporation, Please go ghead.

Sir. my first question iz regarding the Rajasthan plant that we have, T think in Anoual Repons
we have mentionsd about shutting the plant complotely. So, what is the outlook there in 2
certuin tight?

Say again. 1 did not get your quesion,

Sir. my guestion iz regarding the Kajacthan plant we have in the DMCC side, wiiich | think as
per the Annual Reports is completely shut. So what is the outlogk ther, 5ir?

See. | will w2l vou. historically there was a sulfuric acid plant and singls superphasphate sk
some downsremn chemicals many years ago, bur il has besn operating as 4 single
superphosphate plant for the last al least 15, 20 years. So we have shul that down and we have
ey plans to tevise that part of it

Sa sir, cuteently o plans like bow we have had for Ambarnath of selling i off. so there are no

sikch plans o Kajasthan?

Mo, these are all pluns that are pat imuch in terms of real-estate value or anything fike that
And nat even the Hixed assets, since it is age old plent?

M.

Anel wir, next question will be oa lines of the exports that we are deing. S0 on the DMCC side [
feel we have dong 3 greal run-up in e exporis market, we have been poing 40%, 50% [ike

year-an-vedr. o, two questions on that sie, do we have any contracts with the big players there
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and are we gefting mote such contracts or is il morg of an order and sell basis? And sceondly.
what all will hie the major expart markets, can vou give & breakup of those major export

markets foruy?

Sure, woming 10 your question about the contracts, you see the products we export are those
which are manufacturcd only by a handful of peopls and consumed atso by 8 handful of
people. 5o customers need us and we need the customers. So whike we may ot have writlzn
crntrac], thes arc ongoing, it is pot thol the business is spot business or anything. # is all long-
term basanuss, althowgh it may not be with particulardy single singed contract. And your second

Juestion was, .,
Breakup of these markets it terms of major revenue genetalors.

1 would say. rather than giving you percentages I could tell you that 1S is our Biggest expon
market, lisllowed by the EU. And | winwid say our thitd largest market i prebably Ching-

Thank sou We have the neul question from the ling of Nipun Gupta who is an individual

invesior, Please go ahead.

Sir. 1 jus wanted 1o knaw what is the pricing diffzrence in case of Borax product, | guess there
Ivas heen import of Rarax, like berie acid and borax. So what is the pricing dilference berween

our pricy and the imporied products?

See, in the selling price Borax Morarji, the braod dors command a premium, but other than
thai all commodity products have w be apound the same price.

S 5ir. do we have 7 dedicated selling chantel o how is the selling pant looked alter?
Typically the horon busingss is done through distributors.

8o we hase une panicular distributor,

Mot aae. lhene are several, gvery stute swould have some distributors,

And siv. juslone Tast question, what is the status of the Ambamath Jand oF Borax MorargiT

S, that is i 1he process of being sold, permissions are awaited. So we think we are waiting for

e approvals thare,

Thank vou, We bave the nex) quostion from the line of Rishabh Vase irom Almondz Global

Securitivs, Pleass gu ahead.

Sit, vou just mentivned sbout the lend sale of Borax Morarji, what is the status of Dharamsi
Moracji in the Ambacnath plant, is it aleady sold or we will be selling together?

Mo it hias ne conection,

Page 16 of 18



P PhillipCapital

Rizhabl ¥asa:

Bimal Goculdas;

Riskahbh Vasa:

Eimal Geeuldas:

Moderator:

Darahit Shuh:

Bimal Goculdss:

Darshit Shah:

Bimal Caculdas:

Darshit Shah:

Bimal Goculdas:

Darshit Shah:

Bimal Guaculdas:

Darshit Shah:

Rimasl Goculdas:

Darshil Shuh:

Bimal Gaculdas:

Moderatar:

Dhnvl Shah:

PhilliaCapital {india) Pl Lid
March 20, 2017

But we huve hat fand theee in Ambarmath, right?

But thun wis gong several YEars ago.

S0, undet IR we do not have eny land in Ambarnath?
M,

Thank s We have the next qucstion from the line of Darshit Shak from Nirman Capilal.

Please po alwaul.

Sir. my sjuestion is paricalacky with diphenyl sulfone which we are kind of making in speciolty
chemical side. One ol the products that is DHYP where we see a lo of ghobal players
impoing in |ndie siv whal is the progress in thut and have you gol any major Cuslomer

approvials for that?

Ma, we da not have any major volume approvals yot. as L mentionod earlier. We are under
testing with several cusbemiers for the Dihydrosydipheny| Sollone. Bur those For fhe diphenyl

sulibie and olher products, we have already done commercial sales,
Sir, whil would be the rough size of those produits in India, in ke of volumes?

We are looking =i the global market, Indian market may not be so big. Cilobally it is Few

hurdrd croes.

And we vepect nurselves to be a major player over years in this produet?
Well. it would fake Hime and we expect to certainly gel some share of this,
And i1 1 a high margin product?

Yes.

So anvune aypart from Adcti who makes this product in India?

Aarti deows ol make this particular product,

Okay. so domustically are there any players who make this produet?

[ 1

Thank ssut. W have the next question from the fine of Dhaval Shah rom Giak Capilal. Elease
go ahcud.

Sir. om the Borax Morari side, can you give any data on the volume sold last year, bike we did
Rs. 4 vroncs - Ri, 45 crores of tevenue, so what wes the volume in that and glso for the ninc

wpnths s much have we sold?
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1 will Bave o check and come back, but in general in temmz of lonnage iF 1 recall, it is in the

fewy twsizsand wins, they are net very high volume items,
So any ramber wn the value, like pet tot realization?

Yes, roughly [ ean tell you that for Borax it wonld be aboul Re. 40,000 a ton, far harie e
wontld bt e R, 60000 - Rs. 63,000 a ton, but these are rugh numbers and they would

change.

And e sic. ofter the combingd entity, what sont of incremental capital do we need every year

i terms ui capital expenditure, at least we must have planned something For neat two years?

Yes. As | sail. what Borax products would need for their existing products or even to go wp in
capacity in horic acid is not a very largs ameunt of capital, 1F we were to do any new projects

then o typival mulipurpase plant is aboul Bs. L0 crores investment.

S0 wilh 1 sanse eeonomics what vou had mentioned for BMCC?

Yos. typiculty

So, #t lewst lor Y18 and FY' 19 have you phanned any investments for bath these companics?
Atthe momeit we have not finalized anything.

And sir just last one, this subfuric acid is the gommon raw material for both the companics?

well. sulliric auid is made by DMCC, also it forms the basis of the rw material of DMCC,
And it is teeded for spme boron products, it is nesded for meking boric acid, ves, Bul il is not

an impocant cemponent of that,

Thank wou. We take the last question lrom the ling of Rohit Balakrishnan from Rear
Emgrprise. Please ga akead,

Bimat. just wanted 1o understand, 1 had just rwo questions. One, you named three products,

benacee sultony] chloride. viny] sulfome. .

Mok Vil <ullione, it s sedium vinyl sulfonate, we ane nol i vinyl sulfone,
And what ws she third product that you mentioncd?

Diethy | 2ulfine,

And jusl last yuestion. | understand pbyvicusly revenue in terms of value is difficull bul can you
just Lalk o 1L 0wl how you have grown in terms of velume over the last three, fouc years and
how di yun see that in the next three, four years sgain? | mean, | am just talking aboot DMCc,
And iU you con sdd borax as well, but just want 1o understand just in terms of volume.
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See. | would o like 1o talk about this specially products individually, but 1 can tell vou that
from the new mudli-purpose plant this year we have done neacly S04 1ons - 700 1onz combinad
which was n there at gkl in the previous year. And we would like to s2e such growth. Again,
the specialie products are diffienlt 1o say in termy of production capacity because some
products may take a longer time te make, in which case they occupy a plant for longer and zo
you gel bess waipul, bul that is compensated then by a higher margin, 59, while 1 have told you
that e pla e capacity could be k. but that 13 for & particuler product time oycle and il doss
vary. 4o our husiness the tonkoge does not really matter so much, because 11 4 producl takes

lomger wr sk jod we have bess putpur we wionld be able to charge more for i
So, 600 L - TIHY fons that you added last year is on what base?
Sothis s oo 2orn bopse, bacuge |

Mo, g vansalickned levef | mean, ar o company Jeved, so just talk abow aggrepate specialty

chermivals thil s produced in lets say.

I will hiwe 10 covne back to vou on thet one, maybe 3 bir lawe, I will have to check. We will

have o compiue what the breakup was between speciallies, commoditics and all that.

Thank » . Thal was the last question. T now hand the floor over to the managemsni for their

clazing vommmenls,

Well. [ hope all of you found this usefil. For us this was & first cxpericnee and certainly ! was
happs 1 s the esponse. Thanks ta PhillipCapital for organizing . Thank all of vou for
laking the timwe b eiend . We could sge some very televanl questions, valud questions. And
riegl Asatrgdd il vod [ the commitment and confidence of DMCC and Borgx management.
prometers ared 0l the empluvess. And we look forwsrd to all of your support when these

mallets vonke oo lor wate, Thank you verr much.

Thanh you soomuch by My Goculdas, b Gokhale and Mr, Sundaram, Thank yau s moch B
making this it happen, We would once again thank on behalf of FhillipCapital o everybody

for joinigg this ¢all, ¥You may now disconnect your lincs. Thank you,

Thank sow {udivs end Genlemen, on behalf of PhillipCapital {[ndia) Pvi Ltd. we conclude

today's conferenee. Thank you for joining. You may now disconnect your lines.

Thit trumvevipt has feen edited for focinet e und fenenage correciion. Mowever. it may 2 connin sonte ranIcripifian ervoes,
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