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Good day ladies and gentlemen, and a very warm weloeme to the CCL Preducts India
Limited 412 FY2020 Earninps Conference Call hosted by MNirmal Bang Bgquities Private
Limited. As a reminder, all participant lines will be in the listen-only mode and there will be
an cpportun ity for you to ask questions after the presentation concludes. Should you nemd
ass stance during the conference call, please sgnal an opersto by pressEng ™ *” then "07 on
vour touchtone phone. Please note this conference 15 being recorded. 1 now hand the
conference ower to Mre. Yishal Punmiva from Mirmal Bang Equities Private Limited. Thank
vou and over to you Sir!

Thanks Al Good afterncon everyone. On behalf of Nirmal Bang Equities, 1waild ke to
weloome you all to the second quarter FY 200 Results Conferenoe Call of CCL Products
India Limited. The managenent is represented by Mr. Challa Seishant, Managing D recter,
Mir K¥LMN Eharma, COO, Mr. ¥, Lakshmi Maravana, CFO, s Sridevi Dasari, Company
Secretary and br. PLE Rao, Consultant Company Sscretary. | would now hand over the
flodr to br. Challa Srishant for his opening remarks, post which will be followed by a
8 4, Thank you and over o vou Sir!

Thank yeu for the intreduction. | just wanted to add that we hawe Me. Praveen JTaipuriare

here as well, cur CEQ for the domestic market.

Micwing on 1o the opening remarks, this wear {12, we have done a consolidated tmrnower of
2991 Crores. The EBITOA was 81 99 Crores. The net profit was 4207 Crowes. Most of
ol wolld have already noticed that there was an increase in expenditure, so | thoupht 1will
address that first. There 15 an additional 1] Crores expenditure for the domestic market in
this quarter itself compared 1o last year. Mow we have staed the ATL adwvertising with a
known celebrity 15 the reason for this expenditure in the second quarter s&that we can take
advantage of this in the next twe quarters hoping for increase in sales. Apart from this, there
i5 &4 Crome interest in depreciation, an additional expenditure that bas come in due to the
SEY aperations and apart from that, there 15 anather 5 Crare MEIS Licenses revenne that has
o come, which we normally waald have applied in this particular quarter, but we did ndt,
becanse of some technical plitch with the system in the povernment department, so that will

corme subsequently. b owill get reflected in the subsequent quarters.

That is it from o side, we can g ahead for the question and answer ses5ion .
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Thank wou very much. Ladies and gentlemen, we will now begin the question and answer
session. The first question s from the line of Kanshal Shah from Dhanki Secorities. Please

o ahead.

Sir, from your comments, 15 it correct to presime that poing forsard ind)3 and (4 as vour
mumbers improve and obviously this higher ad spends will not be there, s it is cormect to

presuwme that cur margin mmbers will look better?
Yes, they will look better inthe subsquent quarters.

Sir, if vou can share some more colonr on production at the SEZ unit and where do we e
the cuarent year's numbers¥ Alesn some thoughts on ow Viemam expansion, i3 it on stream

and when we are likely to begin production from there?

/s far as the 3B is conoerned, we had given a projection of about 50% utili zation during
this year and we are on track for that. {31 and )2, the volumes were a litthe lesser and O3
and Q4 we are expecting a higher velumes coming in. We almeady have the orders in hand
and everything, so we are on track with whateser we have projectad. As far a5 Vietnam is
concerned, we have started that eXpansion process now. Bt s expected to compete in )] of
next financial wear. Payments were made to all the suppliers and all and we ae procesding

a3 per the plan,

Then wers alse these twe cther expansions or units the applomeration and the packing unit

which were alse Kind of on schednle, 5o how i s that propressing?

That al 5o is the sarme case. YWe have al ready started the work on that and now we will come

online. Apain, weareexpecting in Q1 of next financial wear.

Sir, some thoughts on the cverall demand scenaric, how ane we seeing demand from vari s
regions. We hawe lost one large cnstomer in the Last year, 5o any news on that front. Thee
was a possibility that some velumes from that customer could again come back to us, so
some thouphts on the overall demand scenaric and this particilar one customer coming
back o 1s?

Creerall, if yol [ook at the plobal markets, wes, there s 2 ot of new development that is

taking place in the market. First with respect to this castemer, 1 think 1 hawe mentiened this
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eadier alse, we are in tauch with that customer. He did place an order with us for one o our
preminm products, but the volumes that we nsed 1o supply, becanse he has his own plant, it
is unlikely that he will transition that volume away from his own unit. By virte of
producing within that ceuntry, he is getting a duty advantage al s, so he would rather take

advantage of that at his end.

#As far as the global market 15 concermed, one significart development that has taken place
over the last couple of menths is that Brazil has becorme extemely competitive with
respect ive to their pricing becanse of a bumper crep in Brazil. ¥Yietnam on the other hand,
there is a wery pood crop in Yietnam as well, but a lot of funds baie invested in the stocks,
sthey are artificial [y inflating the prices over there 2 of now. 3¢, that isenabling Brazil to
be more agoressive in certain markets, but formnately for us, the quality that is already
estabd ished, people cannot just automeatical ly shift ower from one quality to ancther oigin
quality very easily. 5o, that 15 one advantage that we have, which s why we ae able to

i ftai n e Vel une s

One final question, | think there was alse this think about duties being imposed on ¥istnam
exports 1o EU which D think is nenexisting in case of Brazil and thersfore Brazil has a litthe

edge wersis Yietnamerports. Soany new devel opment on that?

dctually, that infermation is not entirgl v accurate. Brazil to EU is aurrently 9%, it has been
D, 0t 1% also currently 9%, There was & trade agreement that was signed a couple of months
ape with the intention to bring dewn from #% to 2ere over 8 pericd of tine, over four to
five wears, but that was not ratified by the respective cotintries, s that deal has not gone
threugh, which means that Brazil will continoe to be at that $%. 5o if they have 1o be more
aparessive then again they have to take advantage of lower green coffes prices. Even ifthey
dor all that, 9% is the additional cost that the costomer has to bear, As far a5 Yietnam is
concerned, the ¥ietnam to EL s 3.1%, just the way India to EL is 3. 1%, but Vietnam also
at the sarme time, in fact before Brazil nepgotiated this deal, Yietnam had negotisted a deal
with the EU saying that they will reduce 3.1% to 0%, but even that deal has not wet been
ratified till new, but it was not rejected the way that the Brazilian deal was rejected. 3o, if
this goes through, then there will b= an added advantage of suppl ving from ¥ietnam te the
EU madeet.

Thank you Sir, this was very helpful. Thank weu se muach.
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Thank you. The next question is from the line of Himanshn Mayyare from Systemati v, Please

o ahead.

To start with, can vou just share this revenue growth that we have pot, what would the

volume growth have been broadl y?

The welume numbers are sermething that we are not giving out Himanshie You al ieady

know that.

Mo, no. At l=ast just wanted 1o have some sense whether at least our broad utilization rates
are on track or ifthere is a significant uptake or 2 miss in this quarter, that is what 1 was

leoking 127

That is on track. If yon recall, this is something we havwe mentionad earlier alse The fiest
half of last wear was exoeptional for us. IF you look at the track record of the company Tor
the last 25 years, 1 and )2 is nsually the lean quarter. 13 and Q4 usnally a much better
quarter for us. Last year was an exoeption and now alse ifwe are doing a comparisen, the
foct that we are meeting more or less last yeor's numberz shows that we aze on tack and

this year we are expecting {3 and 4 to be better along the lines oF what we have projected.
On preen coffes, iFyou can share the current prioes? Do they continue to fall even now?

Terminal market price as of now 15 in the range of $1230 per ton as oppose o a couple of
menths ags, it was in the range of about 51330 to 31400, so thew is a reduction, bt the
variation that has taken place, the differential has changed. Earlier the differential s were, the
pecple were working with was, may be +10, +30, now they hawe pone up to +200 3o which
basically means that farmers ane not willing to sl the coffes below a certain price point.

Thengh there is a terminal market reducticn, the absolute reduction is marginal.
Where were these prices same tine last year broadly?

Last year was a little higher, may be around 5% to 10% higher. b depends on the origin, the

country, it varies from region o nepion.

dnd wou do not see this improving anytime soon, at least this wear?
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Mo, we are ndt expecting any drastic changes or anything, teeminal markets they are very
volatile, It is & commadity market at the end of the day. dnything can happen at any point
in time. But, it is nat Like there s any drastic negative news or drastic positive news to

significant ¥ change one way or the ather.

Secondly, we were foousing a ot on expanding oir business in US, s& if you conld just

share some update on how we are progressing there and haw 15 this year poing to be there?

As Far as US 15 concerned, we are again on track with whatewer we have planned. In fact,
we have made some changes with the way that we operate there over in the US aswell . The
cradit ferms al s we have changed a little bt in order to help grow the business over there.
Gioing forward, thers are a couple of larpe custoners that we are speakingg to over there and
we are expecting that impact te come in frem next financial year itwlf The approvals
prooess nsnall v takes abant it months toa wear. We have already started that process abouit

amonth and a half 2o and hopefully, that impact will come in from next financial year.

Mext on the India business, could you share a npdate of hew nmch revenne we have done

for this quarter?
Iwill hand over to Praveen, he can answer this

In the first half we have dene a business of 35 Crores. I you rermember in the first quarter
we had done a business of 13 Crores, 5o this quarter we have done a business of 20 Crones,
50 first half we have done a business of 33 Crores in the domestic business. Most of the
incremental business that 1s happening is on aocount of retail sales. last year same period we
have done & business of approXimately 25 Crores, 5o all this additional growth that has

come 15 on the acconnt of retail market. S, that 15 where we are a5 of now.

One more thing, the 11 Crores that youn guys mentionsd, expenses on the domestic market,
the adwertig=ment ete., 5o wollld that be bocked in the standalone other expenses or the
consolidated becanse when | see the numbers, 1 sub tracked and in standalone | de nat see

that sort of number petting booked theme?

This has been accounted for under standal one other expen ses.
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Himeanshn Mayyer: Mo, but | thought that the India business s in a separate mbadiary right, but these expenses
are booked in the standalone?

Che lle Stishant: The brand is owned by the parent company itsel T, 5o all the advertising expenses and all that
al s we are only bearing that cost, becanse we are building the brand for the company as a

whale,

Himanshn Mayyar: Okay, s that will be in the books, understood. Final question on the tax rate, just wanted to
understand {12 obviously, thers has besn a significant decrease there, so just wanted to
kKnow on a sustainable basis for this wear and the next, what is the tax rate that we shonld be

looking at post the changes?

K YLMNSarma: Mew tax rates are 22% which we are going o 2vail and the other tee tax rate is at 2 1%
MW,

Himanshn Mayyer: o itwonld ke 21% this year and the next year both right?

E ¥ LN Ssrma: Thatis right.

Himeanshn Mayyer: 5o what about the SEF benefits for Chittoor, yo1 are including thase in the aoconnt?

E ¥ LMNSarma: You cannot avail SEZ berefits i wou opt for 22%.

Himanshn Mayyar: Right, so our effective number waoild be now 21%7

K ¥YLMNSarma: Right.

Himanshn Mayyar: Alright, that is all from me Sir. Thanks and all the best.

M oderator: Thank vou. The next question is from the line of Tanwvi Shetty from Axis Securities. Please
o ahead.

Tanvi Shetty: Sir Dwanted to ask that in spite of falling coffee prioes sequentially, why do we 5= a fall in

gross marging. | mean, with your SEZ operations being commercialized in 31, the share of

higher margin product showld have suppeted the press marging in this quarter as well?
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The prices of coffee as it is, of no relevance for 13 bacatls Wwe are a oost plus manifactier,
5@ the falling prices will nat exactly reduce or increase oir marging as such. 3EZ had come
into operation, but as we are inferming, after coming inte commercial operations, thers
were sorme customer audits that will take pace for wlling the products from SEE directly.
S0 aut of the 50% that we projected that is abont 2500, majority of itis booked for dispatch
during €3 and . By this tirme, we have completed the client audits in total. We hawe done
some small quantities from there, b the difference of SEE coming inte b2ing will be s=en

wvery peroepti bly between third and fourth quarter.

Okay and Sir, your guidanoe of 15% to 20% EBITDA and wolume lewel still holds right Sir,

wou stil | raintain that?

The thing is there are sveral caveats during this wear, like the MEIS whether it will
continue or Wil pet abandoned and what will b= the scherme that will be in place smbsequent
to Decemberis one thing and tax rate of course is decreased, but we cannot pet the entine
thing becanse SEZ waiver we cannot claim. 50 there are sveral things that are in place
which we are analyzing, but broadly we are confident that we should be able to stick to our
initial guidance, that may not be grossly varving rght now. There are some positives, there
are sorme negatives, at best they can be nentralized and we should be sticking to our

anidance as such.

Okay, that 15 helpful. Thank weu so much Sie and wish weu a very happy Diwali in advanoe
and all the best,

Thank vou. The next questicn is frem the line of Rama Krishna from Zen Securities. Please

o ahead.

I have a conple of questions which respect to wour domestic market initiatives. First thing is
just if you can help us understand the brand traction since vou have launched the products
in Indian market that is the first question. S=cond question in @rms of sharing a perosptive
what is the overall market size of the product catepories that you have intreduced, wu
knotw, may be in terrhs of macket share and all thess things and may be finally, sone
thoughts with respect to the broader stratepy to the domestic market, how do vou want to
actually gain market share or increase the peneteation given the higher competition already

existing in the market? Thank yow.
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Ijust will begin with giving ¥ou a broad outleak on the categores in Indian market and
then will et you know about cur initiatives. Basically if yvou see the instant coffee market is
about 2000 Crores in India and there is a separate segment for filter coffee whemin a lot of
data is not available, sowe do not exactly know how big 15 that market, bat that will wery

small when compared toinstant market. So that is how the market is.

We have lannched preducts in three categories. One isin the instant category. T hen we hawe
launched a product in the roast and pround, which is the filter coffes market and a product
in the premim category, which is wery nascent in India. Right now the sales are almost
negligible for this category, bat this catepory s an upcorning catepory and hopefully in
futwre it will become big. 5o that is & broad overview of the market.. 4s of now, to begin
with, we are focusing on seuth of India, the four states of Socuthern India and we have
launched our products. ¥We have pot a sales team to each out & ertain number of outlets
and it s enly very recently from the last couple of quarters, we have started blding
awareness thraugh mass media adwertising.  Although this is enly the initial phases of our
brand lannch, howewer we have started seeing decent traction for the brand. The brand has
new  stafed to pet picked up inoretail aondit data, we are getting some shares in some
miar kets and we are se2ing share gains and our sales are moving quarter by quarter, which is
& poond sipn Tor most of our products. That was from my side. Aanythingelse yon would like

to know?

You have mentionad that market share are still very small as of now? So | just wanted to
understand before wrapping from my side, any feedback oer the last, may be whateser
time period that you have launched the products in the Indian marcket, particnlarly Scuth
India, any product based feedback and Based on that feedback any improsi sation, soif wou

can share some thouphts on that interms of prodoct enhancement and such initiatives?

When we had launched the praduct, we had gone threugh a very stringent prodnct test with
consumers and only after we pot positive feadback frem consumers at ground level we had
launched the product. Even after  launch, the reviews have been pretty good. We
purposefully kept cor products disti nctiwe from what the competition s there in the market
and accordingly we are petting very good feedback. Till now there has been ng reason for
15 1 change the product becanse we already had tested the praduct and we have found it
porod. Yes, there would be a certain set of consumers who may nat like cur products, butin
EMCG category, itis nat cormect to change the products so often. But at an overall [evel, we
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have oot ey positive feadback I you go fo Amazon site, most of aie products have pot
extrermely pood reviews. 5o, product feedback has been pretty pood averall.

Sure thank s, this helps.

Thank yan. The next question is from the line of Lokesh Manik frem Wallum Capital .

Please oo ahead.

My question pertaing tothe expenses. One is, you have mentioned that when we initi ally
lannched inte the B2C segment, we had budgeted abont expense of 25 Crores to 30 Crones,
which the parent cormpany wolld support and that activities ae mainly pertaining to BTL
activities that is belew the line. Now that we have moved above the line, has this budget

changed now peing forward?

Fundamentally, it has net chanped. What we hawe said that is we will spend around 30
Crores for the domestic market, out of which we hawe envisaged that approximately 13
Crores to 14 Crores would be supported by the parent company, sothat was the ATL
expenies which Srishant alse mentiened a little while age Since the demestic operation is a
nascent operation and we have to menitor 2ach and everything not only on a quarterly
basis, but savy on a monthly basis. 3o as we go along, probably we will see if there are
certain changes required, becanse that is when we will decide. 5o we are taking quarter by
quarter. ¥We hane spent artind 11 Crores. MNext quarter al 5o we will spend some money and

then subsequently see how things pan out in the fourth quarter.
On an average about 10 Crores a quarter, waould that be a correct estimate?

When you speak of overall expenses, everything is included, ATL, BTL all SMM expenses
and below the line expenses, then probably wes, 10 Crores a quarter coiuld be a fair
estimation. But if you talk about media, it oot ld be close to betwesn 14 Crares to 17 Crones,
18 Crores and that is all dependent on how our sales po thragh in the seasen.

dAncther question was on the expenses pertaining to the SEZ operations and the lioenses,

Just for clarfication, these are one time eXpen 5237

These are revenes, not expenses. Licenses armeunt, which we are menticning about during

this quarter i5 on the revenue side. Bocanse of some glitch in the software at DGET, they
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have besn delaved. Bowe have short received evene side lioen s to the extent of about 5

Crores during this current quarter.
Okay and the SEZ operation about 4 Crores, that is again included in this?

Currently these tee quarters, we operated at lower capacity bt that will ke coversd in

Coming quarters.

Thank yal. We have the newt question from the line of Kaushal Shah frem Dhanki

Bzcurities. Please po ahead

On the retail side, India business, since we are spending agoressively on ad spent now,
wolld e want to sort of re-wisit or hawe a higher target for the retail busimess, or we

shauld conti nue with the earlier numberthat we had shared?

When we say higher spends, only the phasing of spends have changed 5o iF oo
remernter, we had given guidelines that we will be probably spending around 14 Crores on
topline, Which is on TY. The anly thing is that, instead of spending late in the season, we
have preponed & little, sothat we are able to capture the season well. 5o, therefore spends
have nat mwere than what we have envisaged, which means that we will stay on track with

whatever said earlier.

Both in terms of the topline, meaning the revene for that bosiress as well as the expenses.

We will nat Kind of continue on the same trajectory?
es.
Thank you Sir

Thank you. The next question is from the line of dyush Bhutada from Aequitas. Pleas po
ahead,

Sir, | just wanted to understand on our balance Capex plans of the agolomeration for
packing unit and Yietnam line balance, so all those will be funded by internal accrmals

right?
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Majority of the expenditure Will ke made from internal accmals anly.

Continuing on the demestic side, you have poided for a 110 Crores sales for the full wear, so

15 that on track?

Yes, as | was telling sarlier, we are on track oF it. However, we are new brand, a lot of
things work in cur faver, a lot of things do net werk in our faser, We will be able o give a
better guidance as we move along But, as of now, till now, we are on track. Ye have done
35 Crores of sales aleady and we are ¥t to approach the sason, sales happen during the

winter tirme, sowe are looking forward to achieve the guidanoe that we have piven.

Orverall expenditure on the branded business will be in the range of 30 Crores to 40 Crores

right? @s you menticned.
Yes.

Ijust wanted to clarify on the other expenses front that you menticned in the bepinning. The

A Crores interest and depreciation additional expendimee, conld yon just repeat that part?
Sirlam sorry, waul are nat andi ble.

Initial expendifiee on acootnt of interest and depreciation, 15 elated to the SEZ which has

o into ope ration.
Okay, sothat is pring to & part of the other expenses separately, right?

Interzst and depreciation are different. Other expenditure, which includes an expenditure

incirred €n socoint oF advertisernent etc., which we have stated in the bepinning.
That waonld ke 11 Crares right?

es.

S0 11 Crares part is the additional expenditiee inchuded in the other expendinine.

ey,
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Okay Sir, thank you o much.

Thank you. The next question is from the line of Bharat Gupta from Edebweiss. Please po
ahead.

Sir, | just wanted to ask about the Vietnam utilization lewvels, s at what lewels ae we

currertly cperating?

s yol knew, the optimm otilization is abont 0% considerng the seasonal natire. At
EEF the utilization at first half been lower and overall for the year, we will be doing abont
30% utilizaticn in 3EZ and other places they are at optimal. In fact, our base unit, the
utilization has been arcind 0% andthenin Yietnam, on an annali 22d basis, we are arctind

TO% utilization.

Okay, but | think on the pnidanos front, we were puided that the Yietnam capacity

utilization will reach by B0% in FY 2020 % are we on track on that?

Correct, the scond half, the utili zation will pick np being the season and on an annualized

basis, we will be able to achieve it

My next question pertains to the coffee consumptions. Like in the European markets, we
export close to 7000 tons of coffes, so l just wanted to get aclarity like what has besn the

contri bution of instant coffies on that side?
It is only the instant coffee that we are exporting, What else do we export 7

In the MDA section in the annual report, it was stated that the coffee consumption in the
Enrepean market has been increasing by close o 1.5%. 5o while the market remains
opti mistic for the instant coffies consumption, so 1 just wanted to got & sense about what are

the factors which are driving ont the instant coffes consumption in the Enropean region?

In the last conple of wears, wsnally up to 1.5 10 2.5% 15 the growth that has alwaws been
there in the instant coffee sales. In the current wear, What we ane seeing is that there s a
degrowth, especially in the spray dryving sector and roasted coffee sepment s acmally
growing & little bit mone. We were talking abont may be 1% chanpe and this is also

accotintable becanse of the decreass in population also in EU.
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Okay. thank you Sir.

Just a couple of questions from miy side, one is on this SEZ cperation you said that right
new ol are meeting the demand from the caerent facility only and it will be entirely shifted
on |y in phase 2, right?

Both the plants will rin through the pti rmam.

Till the rurzent quarter we heve oot . .

In the current quarter, this certification prooess 15 poing on, the Wil Zation was lesser, kot on

an annual basis, we will reach 50% uatilization even at SEZ side.
We can now start supplving from the new Facility?
Sorry

I was asking all the customers approvals are taken care and we can start supplyving now

From the new Faci lity?

Mot all the custermers, but to the extent that we intent to shift to SEZ, we have taken care of
the certification process. Mow, the capacity at 5EY can be folly operated ameng the

custorrer profiles that we intent to supply from SEE

Sir, just a clarfication on the cther expenses. You mentioned that it was 11 Crores with

repards to adverti sing and Rs.5 Crores MEIS license fee is alseincluded in other expenses?

Mo, MEIS 15 not an expense. Actually, these are twe different aspects. MEIS licenses that

we did not reali 22 s on the evenue sde

Okay which we did not realize. Bs.5 Cromes which we are yet to realize?

Curing this quarter, we did not reali 2o due tothe software glitches at DGET.

Okay. fust onoe again sorme clarification on this only. 5o Sir, this India base facility, you

said that this fiest half have nat operated at full utilization or slightly low becanse of the

seasonality factor only or l=ss demand?
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Can yoll oot again on the question?

Sir, the base facility India, in first halTdid nat cperate at 100% utilization, it was [ower in

terms of wili zation level 7
That eperation is B0% utili zation.

Yes, but you mentioned that it was operating below maximmm utilization, was it mainly

becanse of lower demand?

Then is & seasonality factor, alse since it is a batch prooess, we cannot reach the 100
utilization capacity. 5o, aptimum itself 5 abont $0% of which we have already achieved
B0% during the first two quarters and we will make up for the balanoe in the coming quarter
when the sason picks up the utili zation will be better. Owverall we will be dealing at 35%

utilization.

Sir, just last, 5o v mentioned that the global soenado which i s very vilatile dght new with
the Brazil, they are offering a competitive pricing for their products while Yietnam is still
rhai ntai ning them, 5o how ¥ou see that it is poing to affect wour procurement of green coffes

prices? dndisthere any sort of that we will hawe any pressure on marging?

Thesz challenges are albways poing 1o be there, the pressure on marging alse will definitely
be thers, itis not an easy market to bein and as wou must have al ready seen, where literally
on |y companies in the instant coffee space that is actual Iy growing and recently in fact, our
Chairman alse pot that recopnition and award for contribution to the soluble ooffes
industry, a lifietime achieverrent award. The reason alse For this recognition is unheard of in
the instart coffes space to see the Kind of prowth that we have The main reason for our
growth is because of the ability to customize and the right partners we haswe in different
Eographies with which we hawe been able to grow wlumes over the ears and the same
stratepies, we are hoping will help us prow volumes in the fifure as well. It is constant
innovation that 15 taking place. YWe are not just dong one single standard vanilla size
product. When we say instant coffes, [of of people hawe the misconoeption that the instant
coffies will b2 enly single quality or blend. We have numercus qualities and blends that we

do which enables us toensure that this grewth contimies in a sustained man rer.
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Snre, that we understand shout the com pany’s bsiness and the robiist bsiness prooess that
vou have al ready set up. | was just asking that the current soenario, especially from the
Erazil which is looking very competitive in terms of pricing, o is there any risk to the

mar i n which we are s far now happdy in maintaining?

Yes, would not say there is no risk at all, but then again that 30% excess capacity in the
world, 5o we have always had that risk even in the past, there is ne new risk as such which
has come in. Also, onething we showld keep in mind is Brazil, whoewver is buying a peneric
product Where they can transition from one @rigin to anather, they might consider Brazil as
& serigus option, but that is only a small peroentage of the market. The rest of the people
wh have certain brands o blends which are established in the market, it will not b2 easy
for thern to chan e over becanse Brazilian preen coffee taste profile is completely differernt

from the profile in Indenesia, Yietnam, India and other origins
Sure Sir, thank wou very much.

Thank wou. We will take the rewt question from the line of Anurag Patil from Roha A sset
hlanapement. Please po ahead.

Sir, we were planning to launch a new product called Cold Pre, 5o can you throw some light

on that front, how 15 1t going and addressable mar ket and cpportunity in this sgment?

We have actually intredneed this product in the EU and US market a5 of now and the initial
response that we have pof has been quite good. YWe are working with some customers for
some product medifications and dewvelopent. YWe are haping that the initial orders will
start coming in from Q3 onwards. Because itis a new product, all costormers will regquire
some time to create a new product catepory in that market, s we are not expecting any
sudden spike in volures or anything in the i mmed ate futues, but we are confident that ower
the wears, that volume will come in. Because of the R&D that we have done, it is literally
unigque only for cur company. Thers is nobody & se in the world whe can offer this same

product.

What can be the gross margin for this product, will it be relatively higher compared to the

currernt marging?
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ks actually a Little teicky for me to tell bacanse it s a new product that we are trying to
introduce. ¥Whatever we mention ower here is again public information, so it will b actually

detrimental for us to give information specifically to a product.
Okay, that was from my side, thank you.

Thank wou. The next questicn 15 frem the line of Kavaldesp Singh frem Ambit Capital .
Please oo ahead.

Sir, 'wanted to get a sense on any working capital changes which have besn there in the
lagt six months, becanse the last time when ¥our annual report came ouat, we saw that
receivabies had increased especially for the Vietnam subsidiary and even now, | actually
s that the standal one receivables have increased, but on a consolidated lewel, itis mone of
less the same, o if you just theow seme light on this increase peried Which yon had
extendsd to the US custorrers if those receivables which are more than 90 days, whether

they are coming in?

Cur objective has been to grow that wolume in the US market. Our partner ower there was
als explaiming that the tradition that they fallow in the US market 15 to offer that extent of
credit. As far as we are concerned, our ciustemer is still our partner in the US, bat if be is
able to extend credit, he was confident that he can grow wolimes for 1s in the fomee. 5o,
that is the reason why we ook a business decision sayving that we will start extending that

cradit in onder t2 establish more wlumes in the fiatore,
Right understood, sethere is no case of any bad debts due to this extension of credit, right?
Mo question aboit bad debts or anything.

Okay and the increase in the receivables from the Indian parent, is that alse to the US

Custorner or some new customers have been onboarded?
Sorry, Idid not get it, can you repeat that,

Sir, there s an increase in meeeivables for the standalone entity of arcund 40 Crores, so s

that becanse of a new client additicn or i5 that alse being extended to the US costomer?
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Actually, partial Iy becanse of the US business and partially thers i s andther bigger o stomer
that we have added as well. 5o, becanse of their business model, we have 1o offer him credit
aswell It isa very well established company, there s ne risk, but the credit is essential for

us tor pet that business.

Right, s& | mean ny conaern Was basically on the cash conversicon, because | saw that cash
conversion has deteriorated over the last one ear, so ¥oU are saying that there is an
extension of credit, yes, but cash conversion should remain healthy and there should be no

problem over the next six months o one year nght?

The cash postion 15 likely o be improved ina y2ac’s tine, one s as oF now becanse of the
extended cradit toandther client to whom we hawe dewslopad the US market, and as well as

grcond 1= the capex programm e 1z completed and in a year’s ime the cash poabon iz going

o ke bripht.

Okay right, thank wou Sir. Sir, al 5o on the 3wiss subsidiary, has there been any new traction

in terms of business which yon expect over the next wear al so?

We mertioned last time that aie director over there, we have targeted for some busines s for
local supermarkets, we have started doing that and the equations have started about sis
mnths age. That s contintling as per atr plan. Mow that we have introduoed our prodncts
in these units, that should enable s to pet 00255 10 SOMe W Spermarkets also for the
next colple of wears. We have already pot the contract with the existing guys for the next
financial year as well, 5o that is al ready in place. They place an order usually 12 menths in

advance, 5& that alse has come in. 3¢, we are on track with the Swiss subsidiary as well.

Right, Sir any sales tarpet for this wear for the Swiss snbsdiary, 1f you can share that with

us?

It is actoally a little difficult to answer becanse it is a subsidiary company evarything gets

consolidated anywas, so it s very difficult for me to give o a clear number over here,
Okay, right Sir. Thank yoi. That will ke all from miy end.

Thank . The rext question is from the line of dnish Iobalia from Banyan Capital . Please

o ahead.
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Actually | hawe a conple of questions and most special Iy like data paints. 5o, | st wanted
o know at the SEZ plant, what weould be the fimed oost for the half wear, can vou share that

ke r?
dArcind 22 Crores which includes depreciation and interest.

I am talking frem the other expenses, like | mean above the EBIT DA line, de you have any

fimed cost in the first phase?

Fized cost, you can take it in thiee components, one is salaries and wages & Admin exp.
which is argund & Crores. Interest is arctind 4 Crores and depreciation is arctund 12 Crones,

sototal itisarmind 26 Crores for the whole year.
S0 you are ex pecting this nmch for the full ear, that is what yon are saving right?
That is the whole year, that i eight.

Szcond question 15 regacding the retail business. You mentioned about the advertising
expenies, but apart from that, are there any expenses which is theme on the P&L apart from
that 20 Crores for the half year, is there anything more than that for the etal business, i

ol can just share that?

I d& not think thereis anything more than that, That is the only part which is on the brand

building side, that is the only amdant, nothing else,
Alright, thank you so much.

Thank . The next question is from the line of akhil Parekh from Elara Capital. Please po
ahead,

You work on oost price basis, conld you ust giee s a sense of how the grass profit per ko,

how it has been for first hal T of BY 2020 versus first half of Fy 20197
Last wear the second quarter Was a peak, there was exceptional impredement in the profit

last #ear. We have almast met, but it s not exactly same, its 2 basis point vis-3-wis last

wear. That also acoounts for expenses and other things.
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My question was on realization, Which we had pnided for BR800 per kKo, are we se2ing

similar Kind of real izations at curment point of time?
You are asking about a specific figure of reali zation for SELT

Yes, initially when we did the Caper, we had maintained 300 Crores of Capex will hawve
sirmilar Kind of sales en the new SEE unit which retghly converts inte Bs 8600 per kg for the
freeze dried coffes, s | am just saying are we sesing similar Kind of realization for the

Free 2 dried coffes o 15 itdeclining?

On 2 wearly basis, we will receive those fipures, quarter-to-quarter, they might change
betwesn party to party depending on the volumes we g=t, but the gidance figne remains

the same, there is ne decline on the goidance.

One last question on guidance. My question is on the sales and PAT growth guidanoe for
FY 2020, we have maintained that we will de arcind 5% to 10% of growth, do we stick o

that puidanoe?
Yes, we stick tothat ponidance.
Okay, thank ¥ 5o mch.

Thank wou. The rext question is from the line of Anshal Mittal from Care Portfolic

Managers Please po ahead

Can wou throw some highlight on the coffes praduction in India soenaric of it due to heawy
rainfall and floods which we have been hearing in Southern India? 5o can yoi highlight on

the fact?

Yes, becanse of that, the green coffee prices within India is going up, because of that, even

the brands have increased their prices in the mardeet, You waoald hae noticed that.

Yes, but can you give a highlight en the number, what would be the production fignres o
hew badly it has been i mpacted?
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Frankly, we do not have that much in depth data, we know that at l2ast almaost 20% of the
production was negatively affected within the country and ot of which, that has also
restilted in oa price increase. Boo whatewer s the teeminal market price, the Indian

differentials have pone up substantially becanse of that.
Okay, that is from my side Sie Thank you.

Thank vou. The rext question is from the line of Suvarna Joshi from Axis Securities, Please

oo ahead.

Mlcat of my questions hane been answered, b just had one quick question. We had been as
part of aur strategy focnsing more on small packs and for the last two quarters, we have nat
heard much on this particol ar part of the business, soif you conld just highlight semething
on haw this particular strategy 15 working for us and what is the contri bution to rewenes
coming fram small packs as of HI of FY 2020 versus the similar period last sear, that wenld
be really helpful ?

The main reason for us to focus on small packs is alse becanse it is more sustainatle
business in the leng mn. Eadier, aue pamary focns nsed to be on bulk business, to me-
packers and resel lers and these people nsd to de it inte small packs and then suppy te the
retailers. What we are doing 15 we aretransitioning some of that business from bulkte small
packs. During the transition, sormetimes we may even end up forgoing seme bulk business
in onder to ensure that we get small packs, which is growing ear on wear. From last wear to
now, we have seen a substantial increase in our small packs already. All the Switzerland
business that we are doing right now is entirely small packs, The bulk business would be
very small. The neason for this new packing facility is alse becanse of the extent that the
small packs are growing both in the domestic market as well as in the export market, #&s
Pravesn was mentioning earlier, B2C sgment is what 15 growing at almost 100% rate of
e, s the small packs basically are increasing quite substantially even in India. 5o we
ned o ke pearsd up for the next few sears which 15 Why we ane setting this new facility as

well.

Sir, justa followup on that, you mentioned about apain entire business to Swiss gecoraphy
i5 being thrangh small packs, s haw amch would that conteibution be te onr total revenne

per 52 and how much is the curment contribation of overall small pads in oar busimess?
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As far as Bwitzeeland is concerned, may be less than 5% will be throngh this company in
small packs and owverall 1 wenld say may be arcund 20% of what we are doing is in small

packs.

Sure and we remain focused on the tarpet of achieving small pack revenne profile o be

argnd 30% 1o 35% over the next couple of wears?
Yes, e ane,

Enre Bir, great. Thank you 5o much and wish yeu all a very happy Diwali and a Prosperous
Mew Year and peod luck for the e

Thank wou. The next question 15 from the line of Kavaldesp Singh frem dmbit Capital .
Please oo ahead.

Sir, we note that your receivables for standalens havwe actually pone up, bt on a
conselidated level, wur receivables are broadly where they are, 50 What can exglain this

difference?

I'think | have already mentioned this eadier, for the US business, in order to build walumes

fm the long rum. ..

Yes but then the censelidate should alse go up right?

Kavaldesp, the reali zations have been substantially better in Yietnam and ether subsidiaries
2l We are ableto realize the receivabies faster, soon a conselidated level, the differenos
i5 niot a5 mch,

Ckay, thank wou Sir.

Thank ¥, The next question is from the line o Yaibhav Bhagoria, an individnal i nwestor.

Please oo ahead.

My question 15 on the line of other expenss. o a8 we know the consolidate other expense

during this quarter was aroind 61 Crores, whemeas inthe last year, same quarter was areund
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43, 5o around a difference of 18 Cromes, so do you think that this ather expenses of 6]

Crores is going tocontinme in the next Q3 and Q4 as well, will it be on the similar lime?

They might slightly come down becanse substantial adwertisement costs have been made
during this quarter, but we de not know if the response is very good and we are able to get
better business in the domestic market, there may be some more expenses in the coming

quarters for the adwertisement and brand building.
o moreor less it will be somewhere arcund this namber itsel f?
Slightly lesser.

Slightly lesser, okay and what kind of grewth in revene and PAT numbers do you expect
in 33 and 4 wersns last year?

We are expecting the PAT level growth arctind 5% to 1080 a5 we stated already to your

preEviais question.

To answer the earl ier question, there are several things, several uncertainties, positives and
nepatives happening in respect of tazation, export incentives and all that, so fight now we
are confident that we should be able to pet the puidance that we have piven earlier o be
adhered to. Exact fignres of what will ke the 93, {8 development, we are not able o
exactly explain now, bt say on the MEIS side there is 8 negative news, but on the taxaticn
side thers is a positive news and we have come up with a new company which is a packing
project, the taxation would ke further less. 5o we are taking inte account all these fipures

and at the pregant we wish to stick to our earlier guidanos that was given.
Alright, that is all feom moy side. Thank s,

Thank yau. We have the last question from the line of Ashalr Bhah from LEC Securities.
Please oo ahead.

Regarding our head spend of 11 Crones, are we spending anything on distribution setp as 1
was travelling to Seuthern India, thes were a lat of distributors, but aur product was not

&vailable at supermarkets and al sein Western India, it is not availabie at all?
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Ot of this 11 Croees, as Srishant had mentionad eacher, we had started advertising a litthe
eadier in the season this wear and cut of which a large portion was on adverti s2rent and
certain portion 15 alse we have taken a celebrity on board and alse those payments have
been made at the start of the contract. 3o this is for that payment and adwertising and we ane
largely right now foecusing in scuith states, becanse we have just lannched the brand and we
want toestablish our snocess factors bere and then subsequent to this we will move to other
states because you know that generating awarensss and generating pull for the brands in
non-south states becgmes difficult because you have to adwerti s on naticnal channels and
that beconmes a very eRpensive exercise, 5o right now we have not started distributing in

ather states emcept for the sauth states,
Okay, thank o

Thank you. That was the last question. | now hand the conference oer 1o the management

for their closing comments.

Ijust warted to wish everybody on the conference call a Happy Diwall to you and to wour

respective Tamil v, Thank you and will tal k to vou again next quarter.

Thank yeu very much. Ladies and pentlemen, on behalf of Mirmal Bang Equities Private
Limited, that concludes this conference call for today. Thank won for joining 1s and yen

may now disconnect wour |ines.
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