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Moderator: Ladies and gentlemen, good day and welcome tadQ®e-Y2016 results call of GHCL
Limited, hosted by Emkay Global Financial Servicas.a reminder, all participant lines
will be in the listen-only mode and there will be epportunity for you to ask questions
after the presentation concludes. If you neest@asee during the conference call, please
signal an operator by pressing “*'then “0” on ydouchtone phone. Please note that this
conference is being recorded. | now hand the center over to Mr. Pratik Tholiya from

Emkay Global. Thank you and over to you!

Pratik Tholiya: Thank you, Aman. Good evening ladies and gentten@@n behalf of Emkay Global
Financial Services | welcome all the participanteowave logged in for the conference call
of GHCL Limited to discuss Q3 FY 2016 results. Framnagement, we have Mr. R.S.
Jalan and Mr. Raman Chopra, CFO and Executive ireEinance. Good evening Sir. At
the outset, | would like to thank the managementgfeing us your valuable time and the
opportunity to host this conference call. | woukelto first request Mr. Jalan to give us a
brief overview about the quarterly results and tifeypu can just help us understand the

key industry developments during the quarter. Thamkand over to you Sir!

R.S. Jalan Good evening ladies and gentlemen. On behalfW€G | welcome you all to this call. |
have with me Mr. Raman Chopra, our CFO and Exeeuflirector (Finance) along with
Mr. Sunil Gupta and Mr. Abhishek Chaturvedi fronm&ice Team.

First of all for all the new participants, who hgeeed first time, | would like to start with
a brief introduction. We are having two businestviies, one is inorganic chemical and
textile. Our total topline last year was 2400 Csolieorganic chemical contributed to 60%

and balance 40% from textile.

Our soda ash facility is located in Gujarat andilexdivision is located in Gujarat and
Tamil Nadu. This quarter has been extremely goodufo We have posted a very robust
financial performance for the third quarter.

Our topline had grown by 14%, EBITDA by 27%, and have achieved an impressive
growth of 58% in the PAT. This growth has been dbnted by growth in both the

business segments that is inorganic chemical astitete

Now let me take you through the performance ofganic segment. With our production of

1.9 lakh during this quarter we have achieved dapatilization of 89% in our soda ash
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business. Also we have achieved record sales dthimguarter at 1.83 lakh tonnes being
higher by 12000 tonnes.

This has led to a revenue growth of 9% due tofoaus on raw material quality with
distinct cost advantage. In terms of the captivetrob on raw material confined with the
high efficiency enabled us to enjoy highest maigithe soda ash business. This has led to
margin improvements from 30% to 32% on year-on-yesis resulting in a growth of 17%
in EBITDA.

This remarkable performance is despite drop irasagh prices both domestic as well as
international. In the last concall, | had indicategossibility of price softening whereas the
price has softened by around 1.5% on year-on-yasisbwe have still been able to improve
our margin due to better efficiency and cost cdnt@&obally the demand of soda ash
remains slightly sluggish mainly due to China factdowever, Indian Rupee has also

depreciated thus neutralizing the majority of ti@act on import price drop.

Import volumes have been dropped by 3% in therlast months. China accounts only for
3% to 4% of our total Indian demand. We therefavendt see any major impact of global
scenario on domestic soda ash industry going fatw@ur capacity expansion of 1 lakh

metric tonnes is progressing as per schedule ahtevcompleted by March 2017.

This quarter for textile segment reported a vesgitiy revenue growth of 22% on year-on-
year basis along with a growth of 83% in EBITDA. Vdee glad to say that EBITDA

margin has improved to 12% compared to 8% in Q3@¥B2 However, as compared to
previous quarter there is a slight drop, whichug ¢o non-availability of wind season in
Q3. For the nine months we have achieved 13% nmaagrcompared to 9% margins in FY

2015. This is despite a challenging spinning sector

We have moved higher on our processing capadiiyzation to 85% in nine months as
compared to 70% in FY 2015. This has made possibéeto our increasing foothold in
overseas market resulting in new client additiond encreasing orders from our existing
clients. This resulted in increase in exports tuandy 35%. That is around 137 Crores in

nine months.

We expect softness in spinning to continue forrtbe two to three quarters; however, with
the higher volume in sheeting business along withkenefit of entire 25 megawatt wind

capacity, we expect a good year ahead.
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Our strategy going forward is to commit ourselt@growth capex in addition to this we
would continue to emphasize our deleveraging whichalready resulted in our debt equity

ratio going down from 1.72x to 1.37x.

I would also like to clarify about the recent nemsblished in the Business Standards
regarding GHCL planning to enter retail. Our statatrhas been miscommunicated and |
would categorically deny any plan to enter intcailethowever, we plan to gradually

establish GHCL in a branded segment by developingown brands to capture higher

premium in the home textile market.
Now | would like to hand over to Mr. Raman ChofoaQ3 performance.

Thank you very much Mr. Jalan. Good afternooiyda all. | welcome you all on today’s
call. | take this opportunity to apprise you on ery strong performance of Q3 ended

December 2015 on a standalone basis,

Our revenue for this quarter has increased frorB8®%sCrores to Rs.668 Crores, registering
a growth of 14%. Our EBITDA has grown by 27% thaty Rs.33 Crores from Rs.124
Crores in Q3 of last year, to Rs.157 Crores in thiarter. Our EBITDA margin for the
same period has increased by 230-basis pointshanist23.5% versus 21.2% last year.

Profit before tax has shown a phenomenal growt648b, which is up by Rs.39 Crores to

close to Rs.100 Crores for this quarter versusIREréres for the same quarter last year. In
the first nine months itself, we have been ablsuipass our last year’s profit before tax of
Rs.258 Crores in our first nine months, our PBT Ras262 Crores versus Rs.258 Crores

for full year of last year.

Our PAT has increased by Rs.24 Crores from Rs.42e€rin Q3 FY2015 to Rs.66 Crores
this quarter achieving a significant growth of 58%w on a segment wise insight, both the
businesses have done remarkably well in the cugpeatter and posted a strong growth. In
the inorganic chemical segment, the revenue hasrgfoom Rs.353 Crores to Rs.385
Crores during the quarter with a growth of 9%. Tikislespite a drop in soda ash prices as

Mr. Jalan has just indicated.

We have been successful in augmenting our salesneoby 12000 tonnes from 1.71 lakh
tonnes to 1.83 lakh tonnes during the quarter. EB{Thas increased to Rs.124 Crores in
the inorganic segment in the current quarter aspesed to 106 Crores in Q3 of last year.
The increase in EBITDA is mainly contributed byEBITDA margin by 210 basis points
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from 30.1% to 32.2% which is mainly due to loweremting costs and higher sales. Our
textile segment has also contributed consideralifly & topline growth of 22% increasing

from Rs.232 Crores in Q3 FY 2015 to Rs.283 Crorethe current quarter. Our exports
during the quarter have increased to Rs.191 Cresesigainst Rs.142 Crores in the

corresponding quarter.

EBITDA in Q3 FY 2016 has also shown a robust glowt 83% increasing by Rs.15
Crores from 18 Crores to 33 Crores with EBITDA niarignprovement of 12% against 8%
for the corresponding quarter. On the balance sfiéet we have reduced our debt by Rs.51
Crores during the quarter with a gross debt of 1283res thus lowering our debt equity
from 1.53 in the last quarter to 1.37 in Q3 FY 20%& have also reduced our working
capital deployment by Rs.20 Crores during the gua@ur current assets have increased by
Rs.17 Crores and current liabilities have incredse87 Crores so net there is a 20 Crores

reduction in working capital deployment.

I would now open the house for discussion and gumstions that you may have. Thank

you very much.

Thank you very much. We will nhow begin the quastiand answer session. The first
question is from the line of Saket Kapoor from KapG&ompany. Please go ahead.

Namaskar Jalan Sir. The numbers are very encmgramd congratulations to the entire
team. Sir, the very first point about, | would comreethe debt portion, which has been
stated, the net debt stands at 1297 Crores. Sild gou split it up for the soda ash and the

home textile business. How much those entitiecanging?
Saket, just for a second. Saket, in the meantilmgiou have any other questions?

Coming to the soda ash production and precisebeuryou have already informed. Sir, it
would be very handy also if you could provide ughwihe production in the dispatch
number for the fourth quarter of the last finangielr because as far as the soda ash
industry we find the fourth quarter being the bgsfrter so just wanted to have an
understanding also the last quarter of the lastnfiiel year fared up. So, that also you can

provide me later on.

Q4 2015 if you look at our production was 191800 can say and my sales was 182000.
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Sir, in the last concall, regarding the inventbuyilt up was one of the issues, which you
had highlighted. How are things looking up?

The inventory has come down in this quarter.
Sir, from 12 days it is now back to the normadeyit is still hovering around some region?
Yes roughly you can say right now inventory isward five days.

Roughly around to five days sir now in the higiiéijust to have an understanding Sir,
margins in the soda ash business as a whole are@éaking up or just have understand is
the soda ash industry seen the best in terms ofndrgins because the input cost benefit
although percolated into the system will be recgdint forward as prices cannot continue
to be on the sliding side for greater period ofetimo are the margins saturated or we still

have the options from getting this trend maintathed

Basically if | can answer to this question likéstthat there is a possibility of approximately
around 2% drop in the prices further and | think thargin which we had been achieving

probablywe will be able to maintain the margin in spitetds reduction of the 2% prices.

So because, if | remember March 31 quarter fd52e marginsvere 35%, so that was a
tall task | think so, considering the current scg&nand with the 2% reduction in the prices
going forward, which you are envisaging is it cotren our part to hold that, we can hold

on to those margins?
I think yes.

We can hold on to them. Now coming to be sodajashto have better understanding of
the nature of this commodity because crude pritszsed up, they remained in those levels
and then just fall down like nine pins, how havdaash traditionally moved over the last
five to eight years because you are veteran itnhestry and you would be recollecting the
trend also, if you could throw some light what e thature of this commodity, how it

moves and what are the trend, if you are ablételboking at the history?

Soda ash if you look at the last 10 years, | @wagy demand is almost on a CAGR growth
of around 5% and as you know that the major consiompf that is in the detergent and
glass, generally what we seen is that glass irskastn, eight years is going by double digit,
8 to 10% and detergent is going by around 5% toah overall if you look at the other
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consumption centres as well it is around 5% on CAf&dwth is being seen in the soda ash
business, if you look at last year in FY2015 thewgh was around 9%, whereas this year

the growth is not that significant, it is roughiyoand 2%.
The growth for which segment Sir?

I am talking about FY2015 and 2016 the growthhia consumption of soda ash is around
2% till now whereas it was 9% last year, so thiglkof a fluctuation takes place but overall
it is around 5% on the CAGR basis.

Coming to the price trend, how the price trenagehfared up over the years?

Price trend | would say that if you look at agaight to 10 years you will find that same
kind of 5% to 6% of the price has been increasimghe thing, barring one year there was a
drop in the prices otherwise always it has been #ee prices has always been growing by

around on an average of 5%.

Sir the 2% drop | am told is on the basis of@nese devaluation or the freight cost being

lower and then from January onwards?
All put together.
Sir effecting all things?

If you look at this quarter vis-a-vis last quarthe price drop is around 1.5% or 2%,
between 1.5% and 2%, | am talking about Q2 2016ugeQ3 2016, the price drop is
around 2%, we believe that the same 2% should dye giving forward; however, after that

we do not see drop in the prices that means paieemore or less stability side we can say.

Sir if you could throw light also on, how is oselling pattern Sir, it is a long-term based
what portion is, and what is on the spot and hoe the price escalation clause being

implemented, if you can make me understand?

It is a mix of both, we sell on the long-term isaalso and we sell on the spots also, but the
percentage of long-term sale is not that high,dadlgi, | would say roughly around 30% is
the contractual volume you can say between six hsoand one year and balance 70% is on

our spot prices only.
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Could you throw some light on the duty protectidhat that industry is enjoying and when
are those expiring Sir?

This is up to May 2017.

What is the percentage Sir?

Depending upon the different countries like Piids only few dollars, $2, $3 something.
It is a China problem only that is | am asking?

China is around $36 to $38 duty and US is againesamount and Europe is around $9 to
$10.

What is the price of soda ash | am not aware?

Approximately you can take, if | look at roughdyound $280, if you look at it in dollar
terms.

It is $280 Sir?
Approximately yes.

Sir now coming back to this home textile segm®intjust to have an understanding Sir,

have you got that debt figures split up betweerasaxh and home textiles?
Yes | got the number, if you look at soda ash &@3@ textile is 558.

So the majority is on the soda ash part sir, lthis been drawn, this is a long-term debt and

the working capital both mixed I think so?
Yes all put together.

Sir coming to the home textile segment, | wikeaa last few two questions Sir just to have
an understanding how mature is your home textignmss become because although the
margins are improving and on a constant termsialgou take the turnover is also up, but
just wanted to understand had the business reachedms of scalability because now also
there are odd places, like you were telling thathage about 87% utilization levels now
and you are hoping to bring some efficiency thervimpto 100% going forward, Sir on a
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revenue booking what projections you can have lzc#he business which you have you
have predictability that is better because you haptacement orders, and other things,
where you can look forward into the future and cmride us about the nature of the
business and going forward what is the understaniéme?

I mentioned already that | see a good opportuinityhe textile business going forward,
87%, 88% capacity utilization to 95% or 100% issfeke next year and even the customer
mix and the replenishment program all put togetiverwill definitely look a good numbers

next year.

So this year what is the average utilization lleve

It is around 85%.

So we are going to be in the 100% band coming year.
95% to 100%.

95% to 100% and for the margins also Sir, is 1%, 12% should be the horizon we can

better that going forward?
No, definitely we are looking much better margext year.

Sir wind energy contribution could you state whats in the second quarter because you

have mentioned that wind energy contribution was fer this quarter?

In EBITDA it was almost negligible. If | can givgou the breakup of this number
contribution in the margin of textile, wind energgntribution in Q3 was 0%, for last year
is Q2 2016 it was 2.7%, which hasw reached 0.1%.

The nature is like that only, for the second tgrat is peak.
It is seasonality.

It is seasonality. Could you throw some lightthe order book position also on the home

textile segment and what is the executable period?

No | have already given the guidance that nesr yhe business booking looks to be good

and we believe that we will be able to achieve &&#.
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| just wanted to have an order book positionrm®ecember 2015, what was the order book

position?

Order book position in this programs like | sajgbroximately around 50% if the order is
generally being booked.

In Crores term Sir how many Crores of order bdok/ou have, if you can tell us?

Saket, we do not normally have in Crores, aseranle had explained you, when we have
customers always give you a projection of that thisgram you are going to run,
depending upon their demand and their offtake ftloair stores you keep on replenish their
program and in terms of the Crores like | saidatslwhether you take 64 or you take 68 or
you take 70, it is difficult, like | said the vislity looks to be good next year.

Sir but other players in the home textile segnastgiving their order book positions and

also that was the reason why | put forward the tipreso you?

| do not know other people but | think from oudes like | said the order book position

looks good and we believe that next year 95% capatilization will be possible.

Sir my last question before | come in the quewst having an understanding on now that
since now you have opened the floor the investa@otmmunicate through the conference
call and frequent interactions with us, | canndiofe why mutual funds are not a buyer of
our growth story, foreigners have increased thtekes to above 15% whereas none of the
domestic institutions invested barring LIC whichaidong-term investor for a very longer
period, none of the mutual fund have bought thevtirstory where we are letting that the
mutual fund or the PMS houses also taking intereite growth story which is generating
ROEs of 27% and all, what all tips are there, wimerge need to instill in where we can
also map and point at that, where are we lacking?

Saket, our work is to give performance, andrteedthe business. The shareholders that we
have they are all welcome, mutual fund we do notl di@ not think | am the right person to
answer that.

We do not have anybody from the management or fhenpromoter side on call Sir?

Saket, as told before also, company is a profeajomanaged company and we manage
the business.
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| am coming in the queue.

Thank you. The next question is from the line ahBl Bhangadia from Lucky Investments.

Please go ahead.

Congratulations gentlemen on a very good set ofbrars. Sir if you could just, | am sorry
if | missed this out, but briefly explain us to wha the reason for the quarter-on-quarter

EBITDA margin drop in the home textile business?

Like | said this quarter if you look at Q2 versu8 Qrimarily the reason is the wind
seasonality. | will give you the breakup of thatmher. If you look at without wind our
margin in last quarter was 10.6% and Q3 it is 11836 without wind the margin has
improved by 1%.

The home textile business, if you could just give anslightly broader perspective on this
on basically three challenges, one is the depreniair the possibility of a very high
depreciation in the Chinese Yuan and the competisecond is the market share that the
indian home textile companies have already gainetthé US in a non-growing or a very
small growing segment 50% or so and thirdly areglaamy price wars by the existing indian

players because there is a lot of capacity commi ndia itself.

Now let me answer this like Chinese Yuan, which gaid, | think, if you look at the past
last one year Chinese Yuan has depreciated an@-vis-Indian rupees has also
depreciated. We believe that this kind of paritpudd continue, so we do not see major
impact because of that number one. Number two s la¢lieve that the buyer of US does
not shift from one vendor to the another vendor jist few percentage point margin
difference or the price difference, they look ansather things, we do not see that major
shift will take place from India to China in neatdre.

What about the competition from the Indian playeithin themselves Sir?

Like | said if you look at an Indian player als@th also you will not find too much shift
taking place from one vendor to the another vendgain it takes long time for them
because this is the program which run on a contisubasis unless there is a very
significant price difference when we significant ans really significant then only the

possibility of shifting takes place and | thinkdve answered your question.
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Yes definitely and the last question is Sir, wisathie reason for EBITDA margin of 11 odd
percent in your case and 25% EBITDA margin for heoplayer in the home textile space?

As said last time also let me repeat this we atéoren able to benchmark ourselves yet or
we are not been able to reach that level of coripetmargin and we have said that our
target is around 18% of EBITDA margin, we beliebhatt18% EBITDA margin on this

business is a sustainable margin and we are aimiaghieve this next year.
Thank you Sir.

Thank you. Next question is from the line of Ritédandhi from Discovery Capital. Please

go ahead.

Congratulations on your numbers. Just had anefhestion on your soda ash business, how
do you see the impact of pricing pressure in thenethat the antidumping duties go away,
I mean how much of an impact actually would you apdseeing and is there a case which

can be made as to the reason, the antidumpingstiotyld actually going to continue?

See | would at this point of the time, if you loak our antidumping duty definitely the
antidumping duty goes away, there will be a pressur the margins for sure, and at this
point of a time May 2017 onwards whether the amtiding duty will continue or not needs
to be evaluated. Still time is there and this is@irse of judicial process, it takes time to go

forward on this.

But in the event that they can do go away, how nafadm impact do you see on the exiting
prices of current $280. How low they could actuadlyd up going to in the event that
antidumping goes away given existing prices andtig kind of conveyance, nor the

logistics cost?

If you look at our total imports, which is happemimhich is happening in India at this point
of time, out of that Chinese and US imports areragmately if | could take this number
will be roughly around 10%, and the major duty ntidumping duty is only on these two
countries. So, balance if you look at the majoramgs coming from Europe. Europe the
duty is only to the extent of around $10. $10 ifijjook at a scenario of $280 is 3.5% it is

around 3.5%.

But | am assuming that after antidumping goes atiy high duty countries of China

specifically, which becomes significantly comparatiin the Indian market, so any
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estimates you all have made as to how much thedmpauld be in the existing scenario
assuming there was no antidumping as $280 woulth dike $250 to $240 how much it

would go to?

I do not think to that extent of the drop will takéace. If you look at the Indian rupee
terms, of course anybody’s guess, on this numbérbeibut | do not think overall the

prices should be less by around 5% to 6%.

In the impact of additional capacity coming onlide you just see there being a pressure
and how much RSPL of your existing client base bsed know that they are coming up
with incremental capacity so | am assuming they mibve to inhouse, so how much of

RSBL is existing business?

See overall the demand growth is approximately radlo6%, if you take the 5% the

additional demand every year coming to India israpinately around 150000 tonne to
175000 tonnes, by the time RSPL comes, by the gineady there will be a demand growth
of more than around the capacity, which they aneging, so therefore, because they will
take at least three years time, by the time theyecaith 500000 which initially they may

be producing 400000, so that demand growth wik te&re of the extra production.

Okay and how much of your current business is dgtRSPL as a client?
RSPL we have something around 20%, approximatelyrat 100000, 14% around.

The last question is around capex over the, agtirath next couple of years, how much do

you expect it to be including the capex of the RS.Grores for existing capacity?

Rs.375 Crores we are going to spend during this gred next year, by FY2017 we will be
completing 100000 tonnes of that production.

Any other capex in terms of home textiles and havelmwould be your actual maintenance

of capex?
Overall capex for the next two years will be sormatb25 to 550 including this 375.

By next two years, you mean FY2016 and 2017 or AY24nhd 20187

Page 13 of 29



GHCL

R.S. Jalan:

Ritesh Gandhi:

Moderator:

Dinesh Sharraf:

R.S. Jalan:

Dinesh Sharraf:

R.S. Jalan:

Dinesh Sharraf:

R.S. Jalan:

Dinesh Sharraf:

Moderator:

Vaibhav Baid:

R.S. Jalan:

GHCL Limited
February 01, 2016

No up to March 2017. We have said that we are gtingee that the debts are lower than
what it is today and overall our debt equity ratfmuld go down to around 1 at least by
March 2017.

Got | understood. Thank you. | will go back.

Thank you. The next question is from the line aié3h Sharraf from Ambit Capital. Please

go ahead.

Thanks a lot for taking of my question. As you ti@med in the introduction that you are
committed to growth, so what was the growth outlémkthe home textile business would

you been increasing capacity?

We are having a debottlenecking, which will be cteterl by March 2016 and that will
give us around 4 million of extra capacity nextiyda addition to that wind energy we
have already said, we are completing 25 megawatteeavind energy by March 2016 and

that will take care of around 55% of our total wiredjuirement for our spinning division.
Okay anything else?

On the textile side not much, we are already déigcut and sew facility, which will also
be completed by March 2016. March 2016-2017 it élonly the marginal capex, which

is required on a day-to-day basis, not in a majpes.
What is the increase in cut and sew capacity?

Our capacity of cut and sew we will be able to mak@ind 80%, currently is around 50%,
the total requirement is being met from the in-lpumalance 50% goes outside for the job

work after this it will become 80% will be in-houset and sew facility.
Thank you.

Thank you. Next question is from the line of Vaibtzaid from Motilal Oswal. Please go

ahead
Sir on the soda ash side, how much is our capauoitently?

850,000 tonne.
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Could you explain as to how big is our market cuotisein India and how many players are
there?

The total demand of India of around 3.3 million nes. There are three major players,
Nirma, Tata and GHCL then there are two small pleyBCW and TAC.

DCW and TAC, so these are Indian players?
All are Indian players.
Someone on the call said RSPL is getting into it?

RSPL is coming with a new facility, which will comeay be in next another three years
time.

So this is a client of ours like he is your comime#

Right now he is our customer and it is a custoroeifl the producer of soda ash in India,

so they will be having their own soda ash facility.

They will having their own soda ash, so our incretakcapacity would take a capacity to
how much Sir, one lakh tonne?

It will become 9.5 lakh tonnes.

9.5 lakh tonne, Sir also on the customers fortus, éntirely domestic or are we exporting

also?
Mostly domestic.

Domestic so how much would be the working capibalthis business Sir, | mean the entire

cash conversion cycle?
Cash conversion cycle of this business will be &sd

60 days and Sir just wanted to ask you in thisrrss like | mean if the margins are around
30%, is there some difficulty that probably not esttcompanies are getting into it or

anything that is there that probably restricts caniges from getting into this business?
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The entry barrier in this business is very highe ds the capital turnover ratio is
unfavorable in this.

Assets turnover you mean?

Yes. You need to put Rs.50000 to Rs.60000 per tohiseda ash production, capital cost
whereas your turnover is Rs.20000. Second it takeand 5 tonne of the raw material
means you need to have 5 tonnes of raw mater@idduce one tonne of soda ash and the

control on the raw material is very important of sustaining margin in this business.

Okay, so 5 tonne of raw material for one tonneoofasash.

This out of the total six plants in India, five pta in Gujarat, you need to be closer to the
raw material, you need to be closer to the evercaayomer base, you need to be closer to

the port, it has been very important, so going t® docation and creating all these

infrastructures is a challenge.
So a player no one can manufacture this thing deitSujarat right?
No, people can make.

But it is not cost effective, or the dynamics acé there, okay. Sir, this business will grow
by approximately like we are doubling our capasiti®w, so do we see major growth

happening?

We are not doubling our capacity. We are going dntyn 850000 tonnes to 950000
tonnes.

I just got it wrong.

And growth in this business is 5% on a CAGR bast@emand of total 3.3 million tonnes,
S0 you can say 150000 to 175000 tonnes is theitmta@mental demand every year.

Incremental demand, okay. Sir, on the price frbnfiean the prices what are the major
factors of reflecting in prices of soda ash. Glgbalow does the price get changed, any

insights on that Sir?

One demand supply and second is cost. Two factors.
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Vaibhav Baid: Excess capacities elsewhere how does that effearttire?
R.S. Jalan : Excess capacity definitely will make the demandpdppnfavorable.
Vaibhav Baid: Out of the entire market in India how much is bdaimgorted currently?
R.S. Jalan : Approximately around 24% which is around 700000t
Vaibhav Baid: Sir, now on the textile front, what would be yoapecities currently?
R.S. Jalan : In the spinning we have 175000 spindles, on hoxt#e¢s we have 36 million meters.
Vaibhav Baid: This is processing?
R.S. Jalan : Yes.
Vaibhav Baid: So, are we planning to expand the processing figkili
R.S. Jalan : 4 million, which we are doing.
Vaibhav Baid: 4 million, okay.
R.S. Jalan : By debottlenecking.
Vaibhav Baid: By debottlenecking. Not another facility or somati#
R.S. Jalan : No.
Vaibhav Baid: Sir, the other players are expanding by almost tiloglthe capacity. So any insight on that

why there could be a big market opportunity. Whg a&e not looking at that kind? | mean,

is the clientele different for the other Indiany®es and for you all?

R.S. Jalan : First of all, we want to our current capacities igdobe utilized fully. So, next year our
target is to utilize our capacity fully. Going foavd then only we will be looking at any

major expansion.
Vaibhav Baid: Sir, 50% of our capacities are booked, right Sir?

R.S. Jalan : Yes.
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Sir, we are exporting only to US? This is entirekport-oriented unit?

Mostly exports. 71% goes to US, 14% to Canada afehbe goes to other places, Europe,

Mexico, Israel, Saudi Arabia, Australia.

Sir, on the margins are around 11% and compareth&r guys who are at 25%, so is there
some part of the process, which is being outsouacefithat is why our margins are getting
affected?

Two reasons, one our capacity utilization is lowcasnpared to people, second is our
customer mix, which like | said, we are improvirig tmargins. Last year it was 8% and it

has improved now and we have a target next yeangmve further on this.
Sir, how many clients do we have currently in tr &1 least US markets?

There are many clients, but if you look at our fye customers, it is around 48% of our

total production.
Sir, those would be big retailers like Wal-Mart, B€nny?
Yes.

Okay and Sir, how difficult it is to actually getto a guy like Wal-Mart or if you want to
increase your clientele to other big stores them hmich time would it take?

It takes time. It depends on how aggressive yoypitai@kes time.

Sir, are we currently pitching to increase the eors, because if other guys are doubling

their capacity there is a huge market that haseghep maybe?

Definitely for anybody in the business will defigig like to pitch with all the customers.

We are also doing.
Sir, what is the working capital cycle like how ave?

It is improving significantly. If you look at lastjuarter versus this quarter and it is

approximately around four months.

Around four months?
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Yes.

Sir, are we doing the spinning entirely in-houseace we outsourcing it to other lower

spinners in India?

We do both. Our spinning total production is higkiesn our total requirement of home
textile. However, out of the total production ofiraing, some percentage we take for our
own consumption and balance we sell. So definitelhe home textile some production we

buy from the market and some we take from the inskapinning.

Basically for the production of home textile, thary is bought and also in-house

production. That is what, right?

Yes.

So, going forward the spinning will stay as it, ahd processing will increase, right Sir?
Yes.

Overall, next two years, what would be the indicatiumbers that we can look at?

Guidance we have never given, but we have givesdhrario of the soda ash and we have

given the textile scenario also. | think that iffisient from our side.
Thanks a lot.

Thank you. The next question is from the lineRa&jesh Kothari from Alpha Advisors.

Please go ahead.

Good evening Sir. My question is basically yoe targeting an improvement in operating
profit margin next year in your home textile segimaithat are the steps, which you are

going to take, which will lead to improvement inngias?

Three things. One capacity utilization going upstomer profile, customer’'s mix and third

is power cost.

Sir, can you just elaborate all three of thesatg®
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Customer mix, which | said the current customer mikat we have right now, our

customer mix will improve next year. That will ingwe our overall margins.
So currently what is the mix right now and what yarget?

Approximately our top five customer is around 44&hich we are planning to take it to
53%. Second capacity utilization means add voluha will also improve our margins.
Operational efficiency is the one thing and thertlous wind energy, which was 13

megawatt in FY 2015 we will be going to 25 megawladt will also add to our margins.

So your total power cost is basically as a peegmof revenue or in absolute basis can you

give highlight? What is your last year total powest?
I need to work out that numbers.

Because | thought that that will be also actuatipke it more depreciation, right. So

actually on net basis, it may not add much, youvgrocost in particular?

Depreciation will not come in the books. Deprecatwill not come on the books. That
will save you on the taxation, within the booksttvél be the same. Net debt you will have
a saving because we expect to add almost 1% to afS%argins approximately 1.5% to

our bottomline because of additional wind investtaen

| think the toughest of these three steps wiltheehow you improve your customer profile
and since textile business works on seasonal basis sure you would have visibility of
this because as the next season | am sure you \hawkel already have the current order
book in your hand so do you think this 44 to 53terms of your order book etc., is it
showing the same thing what is the trend?

Yes, we are reasonably confident to achieve this.

Because this quarter margins were slightly lowerl aight compared to probably what you
are guiding for the full year basis if you lookiathen all of a sudden it becomes little bit

tall task, am | right because your margins?

No as | just mentioned our margin is not lower thest quarter because of the wind which |
said because of the seasonality the margin looke fower; however, the margin is higher
by 1% as compared to Q2 FY2016.
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But this seasonality is going to be there, anglhtriso if you look it on the full year basis
whether on full year basis can you get?

I will give you the full year basis. If you look athe months period our margin in this year
is 12.9% overall as compared to last year was 9.1%.

Correct. So on full year basis FY2016 do you think can achieve 14%?
Yes.
Okay so to that extent therefore you have to improur fourth quarter?

Like | mentioned before also in the earlier caliattour acute margin of home textile will
be around 14% to 15% and weighted average bagisitld be around 13% to 14%.

Sir basically 13.5% -14% was full year it meansrfb quarter you need to reasonably

further improve correct?
Yes it should be around 14%.

Okay and next year when you are looking at 16% phargin that is on full year basis am |
right considering seasonal effect because seagmwirig to be there every year am | right?

I am talking about overall year we are lookingredttmargins.
Okay and yarn how much will be the yarn captivg@s move forward in the next year?
Yarn captive currently is roughly around 40%.

So next year as you improve your capacity utigratand overall volumes your captive

yarn from 40% how much you get further increase?
It should be in the same range.
Basically you are saying captive is 40% since yhen pricing are also under pressure

whether it is adversely impacting your margins hevit that doing on the net basis, yarn
business contribution?
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Spinning margins are lower in last couple of quartend we believe that next two three
quarters should also remain under pressure beaduBhina destocking of the cotton and
export to China has come down, we believe that neMple of quarters the yarn margins
should be under pressure. However we believe tigtctrrent margin on the spinning

should be minimum there should not be any furtliepdrom here.
What is the current margin right now on spinning?

We do not look at separately but on the overalisbdsyou can say if | take spinning

margin without wind is around 9%.

At operating level right?

I am talking the EBITDA level.

Okay and how is your working capital in the cutrgnarter in your textile business?
Current quarter working capital total overall igpegximately 339 Crores.

So in terms of your cycle how is it?

60 days.

What is your cotton policy are you storing cotton?

We always cover the cotton in season most partio€otton requirement.

So basically right now you have cotton more th&matwou required because there are some

players they have already done inventory assumexg guarter it may go up?

We build the inventory in the season starting fl@otober to March we build the inventory

of cotton.
Okay for the full year for next full year am | hip

October or November next year, because next sestads with October or November so
we cover the costs up to October — November.

Great thank you Sir. Wish you all the best.
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Thank you. Next question is from the line of Suy&&apoor from Mapel Vypar Private
Limited. Please go ahead.

Good evening Sir. It is a privilege speaking tmyMy first question is can you kindly do
the SWOT analysis at this stage as on somewhatrlilm®re31, 2015 that is your strength,
weakness, opportunities and threat of GHCL thisnis first question if you can kindly

doing nutshell SWOT analysis of the company?

SWOT analysis if you look | would say that one dseat team, professionally managed
company in a stable business of soda ash, whigtatsred business, a growth opportunity

in the textile business and decent cash generatimng cash flow.
The threat which you are facing in your sodalastiness?

Soda ash business if you look at the threat | wealdthat threat will be | would say maybe
antidumping duty can be one threat, second could bee raw material prices changes
unfavorably but in terms of the threat if | look e ten years data, ten years of our
experience we see that margin has not been vemyfisantly been moved on the negative
side or positive side too much means margin haayaween 28% to 32% kind of a margin,

so very pretty stable business on this.

If you can just add something on as far as Cleimevaluation and dumping of soda ash in,

which may happen in the future, if you can givemecsteps on this point Sir?

| said that antidumping duty can be the only ongdia which can change the scenario,
balance, Yuan devaluation which has happened Indiaee has also depreciated and today
Chinese import to India is only 3% to 4%. A lotgdénts in China is closing down so their
supply is also getting restricted. Some other cditipes also are vacating the market.
Some of the other players which were importing lik& was importing to India that has
been reduced so overall there is a drop of if yiaaeslast nine-months there is a drop of

import by 3% instead of going up that import haseggdown by 3%.
So that means they are producing at their enitf is
Are producing at their end, certainly they muspbeducing that in their end but they might

be getting the other market and because of thaintpert to India has come down by 3%.

Our perception at this point of time with that besa of the Chinese devaluation, Chinese
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demand growth being lower there is lot of dumpiag take place in India which has not
been proven right in last nine-months. Chinese iripas come down frankly.

Sir second question is on the point of the ddbbt level at which the company will be
comfortable can we become a debt free companyyfaes down the line can we imagine

that we can become a debt free company the wayeveeaforming?

It is a judicious call we have to take on the gtowand debt free, but we are very conscious
on that we have to have an optimum mix of both wednto have a growth also we need to
have a manageable debt, manageable debt whenalways our wish and which we are

going to try for less than one debt equity.

Sir you have in the past also mentioned regartlig question has been repeated. | am
again repeating Sir can you please give your vievthe dividend policy of the company
and as well as if you can on it you can had about yhe buyback policy of the company
and the ESOP policy of the company, employee stpdlon policy of the company have
you categorically mentioned that this is a profasally driven company which means that
it is professionally driven and the management ithakecutives are taking the call as far as
business expansion or the business plans are cau;eso in that light please give your
ESOP policy, dividend policy and buyback policy wismyour view on the ESOP policy,
dividend policy and buyback policy?

On January 28, we had a board meeting and we havthe proposal of dividend policy
which has been accepted by the board principakly thave agreed to come out with a
dividend policy. We are working out drafting thelipg and we are going to put to the next

board meeting and after that we are going to ancethre dividend policy.

Since you have done almost Rs.18 in this nineth®that is why | has asked the question
as compared to the entire year you have earnedR8.1that is why | have asked this
question what is your dividend policy because &t {@ar you have given only Rs.2.20 this

year what dividend can be anticipate as an investtire company?

As you mentioned and the investors wanted to hastea-cut dividend policy we have put
up the proposal to the board and board has acceptee principal that we will come out

with a transparent dividend policy.

By when Sir, by when we can anticipate?
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Principally like | said we are drafting the poliand in the next board meeting we are going
to put this policy and after that we are goingria@unce the policy.

So time of three months can be assume withirethrenths to six months it will be likely?
Yes it will be.

Sir what is your view or rather what is the bdardew if you can say on ESOP policy

because you are saying that it is a professiorally company so now we can see the
company is growing, company is growing at a vergdycate. Thanks to the efforts, which

we are giving so ESOP policy like in pharmaceuticainpany, software companies of
repute like TCS and Infosys, they all have an E®ORY where employees stock option

scheme is given because the company is growingesermployees were giving their hard
work they are also participating the growth of teenpany. So keeping into in that context
does the management who is taking the call of tdmepany as any ESOP policy in mind,

employee stock option policy?

Thank you for showing a concern for the managemafet.have taken the approval of the
shareholders in the last AGM for the ESOP policyd ahey were completing the
possibilities of the stock exchange for necessapravals, which has been received now,
and now we are going to take up the matter withbtberd for the ESOP. So ESOP is there.
Now we have to only allot this ESOP numbers to pemple depending upon the

performance of particular individual employee.

As far as companies performance is concernesivieiy good. There is no doubt about it.
As shareholders basically returns comes as faestsof the company is concerned and as
far as the equity structure of the company is corex if this structure gets captured,
restructuring is done in the company then the benef the growth of the company will be
enjoyed everybody, it will be enjoyed by the shatdbrs, it will be enjoyed by the
management who is taking the call. You are havirggital of 100 Crores previously also
in the previous concall | have categorically askleat does the management have any
buyback policy now you are coming categorically aaging that yes we are going for a
dividend policy. We are going to announce a divilpolicy in future. That is very nice of
you but are you having any plan as far as havibgydack policy because it is shareholders
who are the ultimate owner of the company. Nowdbmpany is performing very well so
can we have a buyback policy also since by buyhlaelnumber of equity shares will get

reduced and we will have EPS earnings per share?
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Right now we do not have any plans for the buyb&ikidend policy | have clarified and
we said for the ESOP we are already the schenmepkace so out of your three, which you

said dividend policy, yes, for the ESOP yes, onbagk right now there is no such, plan.

Sir the two business which we are in inorganieritals and home textiles, what is the link
between two segments. Is there any link betweenstgment like any of the product and
you see the final product of inorganic chemicalised in textiles. Is anything of that sort

happens?

No, there is no linkage. Only linkage is one, bibih businesses required the cost leadership
and that is the culture and that cost leadershipaslinkage between both the businesses

otherwise product wise no there is no correlatietween this business and that business.

That means they are not complementary produey, #re independent returns they have

no?
Yes independent business.

Sir then in that same context, | want to ask ihareventing the management for going for
a demerger when there is no link as such like ywuseparate name one is Ram another is

Shyam then what is preventing for a demerger?

See we are currently discussing this possibilitywéver, currently there is no concrete

action plan or timeline was till now. We will upeéagou at a appropriate time.

Sir final question on my end Sir if you can catecplly candidately rather, explain that
why the management that is the promoters are hatiol a low stake in the company like
have this been put before the board that the shllats have also going their concern
because they are having a shareholding pattern,ifapdu analyze your shareholding
pattern and | would request to comment on the flodding pattern like who is the majority
shareholder of our company. Promoters are havifdg, 8% and in the previous concalls
also various analysts have put this point in theelight that the promoters are holding a
mere 18% and they are running their company youehsaid that professionally run
company but Sir certain calls such as expansimersification demerger, buyback policy if
promoters have substantial stake of 40% to 45%estakhe company these calls are taken
at a steady pace as compared to professionallgrdigempany because all the needs to be
shown to the board then the board need to sawliif it will work at its own pace so Sir

can you please comment at what is the promotens wvie the company that they are
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showing up confidence of 18% or may be 19% stakéhencompany and they are the
owners and if you can keep comment on the sharitpfghttern of the company who are
the majority shareholders and do they have anyespache day-to-day affairs of the
company? Do they give their view even in the AGM?

Shareholders like | said this is a professionallgnaged company, promoters have
particular percentage of holdings. There are othajor players also like Flls are also the
shareholders. There are large other corporateebade also shareholders on that and this
company has been professionally managed from ageh@v much the promoters have an
holding and what they have a plan to increase hatothink | will be the right person to
answer on that but yes like you said in terms efglomoter’s confidence on the company
like you are happy with the overall performancela company they are also happy with
the performance of the company. At the board lexetn we interact they are happy with

the overall performance of the company.

Thank you. The next question is from the lineDifiresh Pathak from Goldman Sachs.

Please go ahead.
| would like to know when was the antidumpingsmda ash was introduced in the country?

Five years back now you can say that total pesdi/e years and that five years it is going

to be over on May 2017.

Now | would assume in that environment you industs a whole would be making either
losses or very low profits and now when | lookatér performance and if | take that as a
representative of industry performance then younaa&ing very high EBITDA in dollar
per tone, so in most likely scenario the assumpiwuld be that this will go away, because
there is no genuine reason for it to stay?

I do not think so because as | said if you lookhatten years data of the Soda Ash business
the margin has been between 28% and 32%, 33% begretak period is 32%, 33% so you
can say the margin if | history is any basis of asgumption the margin should go down to
28%.

Margin, | am not talking about margin. | am judkilag about the logic for the antidumping
duty to be there or not, so when you are makingd§i€r tonne EBITDA and Tata is also
making similar number then what is the logic foe thdustry to argue for an antidumping

duty, | am just asking?
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The answer to this is like | said today all thenplaf soda ash is a depreciated plant, so if
you want to setup a plant today, the total cagitat of one tonne of soda ash production is
along Rs.50000 and if you take the margin on ctiregen selling price of current scenario
still you will not be able to make any major margifter the interest and depreciation, so
this margin which you are seeing is not only beeaofsthe higher, better efficiency and
things like that, it is also because of the plaag Hepreciated, all the plants are depreciated,
so from that logic antidumping duty if you wantadomake in India or you want to have
growth to coming in India and not the shift to thgport, you need to protect the industry
based on the replacement cost of the plant andefilacement cost of our plant will be
something around may be five times than whattibdsy and if you would calculate on that

basis you can imagine the margin.

Just to understand, | would assume that nobodyusectndia is importing 24% of it is
requirement, so we probably getting import pariticgy, but hypothetically if one were to
let us say export what would be today’s if let es & you were to export to the best market

possible that you could export to, what would beryexport realization?

Two things | would like to mention this business pe if you look at globally other than
US, China is exporting only 10% of the total pratlue. They are 32-million production
world largest production and they only export 108tobally you go anywhere you will
find that export from the producing country is mebre than 10% because this product is
not suitable for export in terms of the cost coritpveness, logistic cost as | mentioned if
you bring this export the metal from here to anyt pé the world depending upon where
you export, if you export to US, it will be almoatound $80 will be your logistic cost,
whereas if US material is coming here, they alsendpa similar kind of amount, so there
will not be competitive and that is the reason yottee 24% of import, which is happening
in India primarily because of the two reasons; izne south and east are the two market
where the cost of logistic from Gujarat is higheari the import material, so they become
cost competitive in these two region of India. Setahe country which is exporting they
have surplus quantity and they sell on a margiost basis, they will never be able to make
a cost competitiveness on this business based erextport model, so this business is

primarily on the domestic demand always. | hopavehcleared your point.
But would you have a sense of free on board | dokmow whether they are easily
available on Bloomberg or not, but free on boaidepof the port on the China from where

they are coming to India what would be that price?

It will be if you look at roughly around, it willddsomething around $180 to $190.
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So on that basically you are saying freight coss giny import duty in India?

$40 would be roughly around $30 to $40 would be fiteght cost plus your duty,
antidumping duty other handling costs and all thtbgggs put together.

All right thank you.

Ladies and gentlemen due to time constraints whet the last question. | now hand the

conference over to Mr. Pratik Tholiya for closimgnoments. Thank you and over to you!

Thank you Aman. On behalf of Emkay Global Finah8ervices, | would like to thank the
entire management team of GHCL for their detailestwkssion about the company as well
as the industry. Thank you Sir and | would likeoatlsank all the participants who joined us

today on the conference call. Sir, would you likertake any final comments Mr. Jalan.

Thank you very much to all of you and we can carito give a better performance going

forward.

Thank you very much. Ladies and gentlemen on befi#mkay Global Financial Services
that concludes this conference call. Thank youipgrus. You may now disconnect your

lines.
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