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Moderator:

Rohan Gupta:

Shreevar Kheruka:

Ladies and gentlemen good day and welcome to the Borosil Glass Works Limited Q1 FY2019
earnings conference hosted by Edelweiss. As a reminder all participant lines will be in the listen only
mode and there will be an opportunity for you to ask the questions after the presentation concludes.
Should you need assistance during the conference call please signal for an operator by pressing “*”
then “0” on your touchtone telephone. This conference is being recorded. I now hand the conference

over to Mr. Rohan Gupta from Edelweiss. Thank you and over to you Sir!

Thank you Vikram. Good evening ladies and gentleman. On behalf of Edelweiss, I welcome all the
participants logged in for this conference call of Borosil Glass Works Ltd. From the management, we
have Mr. Shreevar Kheruka and Mr. Swadhin Padia to discuss their quarterly result performance and

the industry trends. Good evening gentlemen.

Good evening.
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The net impact on this has an increase of sales by approximately Rs.6 Crores. Without the benefit of
this impact, the growth would have been 38%, which is still a very appreciable number. The scientific
products in fact have been the key beneficiary of this Ind-AS change. Although it shows 46% growth
without Klasspack in the presentation, net of the Ind-AS change, the growth was 12.6%, which is in
line with our medium-term outlook. In our estimates, the market share remains well over 60%. In fact,
we believe that we have gained some market share this quarter. Klasspack has added new customers
to its list over the last year and efforts to get empaneled with other leading pharma company in the
country continues. This can create a moat around our business, as our customers will limit the number

of the approved suppliers.

During Q1 FY2019, Klasspack achieved a sale of close to INR 10 Crores, which was a growth of
40% over the first quarter last year. In LabQuest, we have begun doing product design and
development through our 100% subsidiary Box;osil Technologies. All this being included the total Lab
Ware portfolio recorded sales of INR 44.8 Crores in the first quarter, a growth of 45% on the same

period in the previous year. Net of Ind-AS changes this growth would have been 19%. The consumer
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improved. We have registered a growth in the EBITDA margin in Larah from almost 1% to 13%, in

the first quarter. Borosil registered a PAT of INR.10.5 Crores as compared to INR5 Crores in the first
I
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company completed the upgrade of the Jaipur factory, which manufactures Larah. Efficiency gains
are expected to improve the Larah cost structure. Higher volumes will also translate into optimizing
freight cost by utilizing more full truckloads. We expect to improve EBITDA margins to between

15% and 20% over the next three years.

Most of you are aware of the new scheme of amalgamation that the company and board has approved.
We had discussed this over a call with many of you last month. The details are available in the
investor presentation uploaded on our website. As I mentioned then, this is subject to the approval of
shareholders and all relevant authorities and we expect that it will take about 9 to 12 months to

implement.

Another point to note is that in July this year, we have increased Borosil stake in Klasspack to 70.2%

from 60.28%.

In conclusion, I would like to say that my team and I continued to be excited about what lies ahead for
Borosil. We feel confidént about building a strong business with a long runway of growth

accompanied by improved margins.

Another point I would like to share is that we have recently tied up with the Indian Olympic
Association for a period of six years as a hydration partner. We believe that we must support our
Indian athletes who go out and represent the nation in various disciplines such as track and field, judd,
wrestling, boxing etc. We believe that this will be a good association for Borosil as well as for IOA in

et Banivvn Tat P LhcwaBla Lone e nana&ladbnw T
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Shreevar Kheruka: Thanks for your questions. I will answer the first one. We have achieved efficiency improvements in

Larah. One of the biggest benefits that we have with the new production line and the superior

variety of the products available in the market. That is helping us to grow the market to refer to

another question, which you had about where the growth is coming from.

Varun: Shreevar sorry, could just touch upon the quality as well, it would be helpful.

Shreevar Kheruka: Yes, so we have improved the quality of the upstream product that is called whiteware. We have
added a couple of very high-end new tempering lines, which have certainly improved the strength as
well our capability in producing new shapes with consistency. We believe that the quality has
improved substantially and we are now benchmarking ourselves with the best players in the
international market. We are quite satisfied with the improvements in the quality and the general

feedback we have got from the trade is also similar. That has also perhaps reflected in the improved

numbers.
Varun: Got it. Sure. Thank you.
Shreevar Kheruka: So, coming to the other two questions on channel and whether we are gaining share from competitors

or whether growth is coming from category growth. I believe that most of our growth is coming from
category growth. I do not know the numbers for competitors yet, as they have not declared their

results yet. However, my sense is that even the competitors are growing.

Varun: And what exactly is driving category growth? Obviously, GST has had some impact on unorganized

players, but beyond that could you explain a bit about what is driving the growth?

Shreevar Kheruka: It is good question and I do not have a specific answer for you on that. I definitely think that the
availability of the product, both ours and that of the competitors is helping to grow the market. There
is a multiplier effect which happens where the consumers come across the products and even the
retailers tell them about the benefits of Opal compared to the problems in Bone China or Melamine
for that matter. In the case of bone china, India has recently imposed an antidumping duty from
China, that is bone china from the country China. As a result of that prices might have gone up and

that is helping category substitution.

As far as the e-commerce is concerned, we have put a team together to focus on this channel. Earlier

we were selling only through Amazon. Now we are on Flipkart as well and a few other listings are

Page 6 of 20
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happening as we speak. I think we are now much more focused on e-commerce and that is driving the

growth in a very healthy manner for us.

Varun: And what is the aspiration for online channels in the near-term?
Stiteevar Kh€ruka’ 1 cannot g1vé you a numoer. 1 think dverall E-commerce should €ha up peing 10610 10% 61 Tie sales

in the next couple of years.

Varun: Thank you.

Mbadrator: Thank you Sir. We have the next question from the line of Prakash Kapadia from Anived Portfolio

Managers. Please go ahead.

0 OVC C 1d d d CC O (7 i IS U ICLd ICdl
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Shreevar Kheruka: Our distribution numbers are shares in the presentation. We have about 200 odd distributors and more
wah- vV Reran- Guters:'1 dnrripars ‘mat we-would increase our distribution by maybe 7 to 10% in

wrnrs of both distributors as well as retail outlets over the next two to three years each year.

Prakash Kapadia: For retail outlets, what is the potential for growth? Could 20000, 25000 outlets be meaningful?

Shreevar Kheruka: There is no specific third-party data available for retail reach in our categories. According to our own

internal estimate is at about 18000 to 20000 retailers for this product category. However, in most
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Sourabh Shah:

Shreevar Kheruka:
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Our estimates are internal. We think Bone China would be about INR 600 to 700 Crores, and
Melamine about INR 300 to 400 Crores, although my market information is Melamine is not
growing at all maybe even declining. Similarly, in Bone China my understanding is that the

companies in India are doing well primarily because the imports have really reduced.

So, these are the small markets. It sounds like the steel market is the really big one. You are at INR
500 Crores in the Opal ware space and melamine and bone china combined sounds like 1000 Crores.
Maybe that move from steel has to come in to really give you the growth from a multiyear

perspective, right?

That is right. It will happen across categories or especially in Opal. I hear of many examples of people
even at lower ends of the income strata buying Opal in place of steel. These are largely anecdotal, but

I certainly think that opal is becoming a mass market product.
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been able to improve their realization or not. We are amongst the first to have declared results and
Wil 'nve 10~ wan'‘ana- wagén’ S ac uie M KF iéver my widrmmacdn-1s whc ukre-nve ot been any
substantial changes in the last quarter.

Sourabh Shak: = Great. 1hdfiks again and best of luck.
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Pravin: And lastly Sir on your existing customer ware business, there also we had seen good numbers. Can

you give some details like how the storage segment and the microwaveable segment has done?

Shreevar Kheruka: So, we do not split the numbers, but I can tell you that storage is driving the growth for us. And
microwaveable is also growing in double digits, but the storage segment is definitely the growth

driver for the consumer portfolio along with Larah.

Pravin: Okay. Thank you, Sir. Thank you for taking my question. All the best.

Moderator: Thank you. We havesthe next question from the line of Nitesh Kumar Jain from HUL. Please go
ahead.

Nitesh Kumar Jain: Sir can we have a bifurcation what is manufactured in-house and what is outsourced for

manufacturing and what is the revenue in terms of that?

Shreevar Kheruka: I cannot give you any further bifurcation than already given. I can just tell you that all the products for
Opal and Klasspack are manufactured in house. In the scientific products most of the products are
manufactured in-house but in the consumer products of Borosil, there are some which are

manufactured in-house and some which are outsourced. Beyond that I cannot give you exact details.

Nitesh Kumar Jain: Okay, another question was regarding the demerger, why they have not directly demerged into a new

company against consolidating into one company and then going in for demerging?

Shreevar Kheruka: We were advised PwC and from all perspectives from regulatory as well as the tax perspective, this

was the most efficient way to do it.

Nitesh Kumar Jain: Okay the real estate what we are developing in the company, will remain with Gujarat Borosil Work

or it will be moved to Borosil?

Shreevar Kheruka: No. Whatever real estate assets Borastu“Unass™Meolgs" lu-tarretiiyy ~nas, #lurtaves v Fnopewdu

Tableware Ltd which will then be renamed Borosil Limited.
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Moderator:

Ankit Kedia:

Shreevar Kheruka:

Ankit Kedia:

Shreevar Kheruka:
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Shreevar Kheruka:
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permissions come in the name of the company. We did not want the permissions to come in the name

of the parent company that is Borosil Glass Works Ltd.

Just to add, I was saying that as a part of this merger, demerger, Gujarat Borosil will also become a

separate company on a standalone basis without any holding from Borosil Ltd. That is clear I hope.
Thank you Sir.

Thank you Sir. We have the next question from the line of Ankit Kedia from Centrum Broking.

Please go ahead.

Sir on distribution, you said currently we have 10000 touch points and 200 distributors. What is the

overlap with the Borosil new ranges and microwaveable products?

As far as Opal is concerned. we are probably in about 6000 retail outlets. Very few outlets will have
all the ranges and it depends on the type of outlet. Most of the outlets will have vision glasses and
mixing bowls which are a part of the core range. As far as the new ranges such as storage and hydra
and Larah’ are concerned there will be a skew. 1 'would ‘say tnat tiere would be overall 060% 10 70%

overlap amongst many of these product categories.

And Sir how are the synergy benefits coming in? Typically, the same sales guys will sell a larger
bouquet of products at each retail touch point. So what synergy benefit have you been driving out of
that?

It is good question, I think. There are two types of synergies. One as you rightly pointed out is the
leverage of the sales teams. While the sales persons’ salary costs and travel costs remain more or less
the same, we are now able to sell a much a bigger bouquet of products than in the past. The second
synergy, which is possibly even more meaningful, is in marketing. We market the products and brand
as Borosil and build consumer trust around the name. Consumers remember Borosil and even though
we may have done a marketing campaign for our lunch box, when people see Borosil on a steel bottle
there is brand name recognition. So, I would say these are the two key synergies, which are driven by

building a bouquet of products.
oty off vonmig i uikurarskniigs wihets ik uracskatiprvhugeeadt uis tyear -ano TEREThave a
separate ad campaign for Opal ware category or will it again be a common ad campaign like the no

plastic campaign we have done?

Yes, we will have a separate ad campaign for Opal. In fact, going forward, our marketing expense

may be 13% or 14% of revenues. So, it is a substantial number.
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Ankit Kedia:

Shreevar Kheruka:

Ankit Kedia:

Shreevar Kheruka:

Ankit Kedia:

Sir over the next two years would bulk of the growth come on back of volume or we are also looking
at price increases given that the pricing is at the lowest in the last three years for the Opal ware
category and it is currently cheaper than bone china and melamine despite being a better-quality

product?

We are focusing more on volume growth at the moment because the penetration needs to improve.
There will definitely be some improvement in pricing, but I do not think it will be substantial

compared to the volume improvement that we will be looking forward to.

So currently post the new furnace what is the capacity and what are the utilization levels?

I think overall if I look at it in revenue terms, if we run the new furnace at full capacity we could

probably do around INR 180 Crores. This year we will probably be at about 80% capacity utilization.

Thank you.
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Kakesh' Jam:

Shreevar Kheruka:

Rakesh Jain:

Shreevar Kheruka:

Rakesh Jain:

Shreevar Kheruka:

Rakesh Jain:
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Thank you Sir. We have the next question from the line of Rakesh Jain from Asit C Mehta. Please go
ahead.

Longrats on a gooa 'set’ oI numokrs ana 'manks 16r e oppormnmy: > my ufst*quesaon-1s-on~
Klasspack, Sir last quarter we knew that the we are operating at 65% utilization and that is almost
similar kind of revenue in the current quarter, so why do we see a dip in the EBITDA margins from 9
to 3%. Secondly, in what timeframe can we expect the Klasspack margins replicating our core SIP

division margins?

So that is the good question again. One of the challenges when we add new customers, is that their

orders for some more challenging products for us to manufacture. We saw some level of material
10dses 1 At proaudr deveropiient space during this quarter. We have also recruited some fresh talent
to strengthen the capability in our production department. This will also help to improve our
efficiency. So, while on the front end we had a very successful first quarter with 40% growth,
although of course the base is low we had weaker margins because we had higher production losses. I
think this will improve in the next quarter and in the quarters going forward. This will be a focus area

for us.

To answer your question about the margins of Klasspack being replicated to SIP my sense is that it is
going to take at least 12 to 24 months until it comes close. I am not sure it will ever be hit those
margins because this is more of a B2B business. SIP has the characteristics of a B2C business. So

Klasspack may not hit the same number, but it will be a good number.
Could you break down the growth for SIP and CPD into volume and value growth?

It is almost impossible to do that because we have so many products. We have over 1000 SKUs in
each of the two divisions. It is very difficult to break that down in a meaningful manner, so that is

why we do not do it at the moment.

Any particular reasons we have faced PAT level losses in the Opal ware currently?

That is easy to explain. When we invésted in'this new furnace and this new downstream techndlogy,
the interest and depreciation costs have increased quite substantially. I would point out one thing,
which I think is meaningful - if you look at the EBITDA of Opal was Rs.3.3 Crores on a topline of
Rs. 25.6 crores so that is almost say 14% odd. This is including an ad spend of virtually 15% of
EBITDA. So, without the ad spend we have 28% or 27% to 28% EBITDA margin. Now the ad
spends although incurred will be giving us more benefit in the next quarter, so I expect that this PAT

level loss will reduce and be eliminated in the coming quarters.

What is your target ad spends for Opal for the full year?

Page 14 of 20
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Shreevar Kheruka: 1 think about 13% to 14% of revenues.

Rakesh Jain: 13% to 14% and similarly would be for the core business?

Shreevar Kheruka: Yes.
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Shreevar Kheruka:
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There is a definite trend in the market towards these gifts sets — in set of four, set of six, set of eight
kind of gift and so on and we are capturing that trend. It is definitely innovative in terms of what you

call the set and how you position it. I would say earlier this was 15% to 20% of revenue but now this

will be more like
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Secondly any teedback on how the Cello products are doing?”
I would not like to comment on the competitor.
Sure. That is it from my side.

Thank you Sir. We have the next question from the line of Hitesh Kumar from AKSA Capital. Please
go ahead.

Thanks for the opportunity. I wanted a clarification on_the advertisement sognd eyidance that vou.
have shared. For FY2018, we had an ad spend of about Rs.24 Crores on a topline of about Rs.250
Crores. That was for consumer ware both Borosil and Opal together. Now even if we were to assume
a modest 15% growth for the year, a 13% spend would be close to Rs.37 Crores. That is quite a

1at WC‘H}'U“in:\Tlllé"dl'ﬁbe"jedffl monnda Ta that vidhat vim nen laal-ins at thin vane?

d spend are more or less correct. We are looking at a Shreevar Kheruka:

a couple of things have happened in this year, which has
has happened in Maharashtra and when I say plastic ban I
consumer trend we see a pretty big move towards other
talize on this and saw it as the need of the hour. So, we
r development is that we have now partnered up with the
ve that this is a partnership worth talking about. That will
vhy we are guiding for higher ad spends. Both of these will

1g of the company for years to come, so it is strategic move

sparinetsiap Hitesh Kumar:

Shreevar Kheruka:

TS A (W e o e
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<~ mkar Hadkar:
Shreevar Kheruka:
Omkar Hadkar:

Moderator:

Hitesh Kumar:

SUuUDdLalItdl HIVICAdT 111 du dPCIIud. 1d iat wi

Yes, that is right. Those estimates for ¢
substantial increase in ad spends because
driven this. One is the plastic ban, which
mean for certain types of plastics. As a
materials including glass. We had to cap:
increased our ad budget for that. The othx
Indian Olympic Association and we belie
further increase our ad spends. So that is v
really drive the positioning and the brandir

for us.
How much would you be spesdinagot'un:

[ am sorry [ cannot share that with you.
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Okay and my second question is about the two new subsidiaries, ARL and Borosil Technologies.,

They are both 100% subsidiaries. So, post amalgamation would these two companies be with the

Hopewell, that will be renamed Borosil Limited?

That is right. They will both move to Borosil Limited, which is Hopewell.

Okay and the reason behind acquiring the real estate would be?

Like I mentioned earlier in the call, in order to monetize the real estate, we need to get certain
permissions. Permissions come in the name of the company. We will get a better realization for the

real estate if we have the permissions. later we are notsle~'=
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115, which we have noted in the presentation. If you exclude that the growth is more in the 10% to

12% range that you have mentioned. So, there is nothing extraordinary that happened over there.

Sir in Labware there was I think some dip in EBIT margins in the current quarter, so any particularly

reason for that?
I do not think there is anything meaningful there. There is no change.

The margins have dropped to 17% in Labware while we have seen close to 22% margin in our

Labware business last year.

In Labware in general the first quarter is the weakest, so I would not be too concerned about that

number. I think over the year it will take care of itself.

Thanks Shreevar and& ' =~ *° 7 '’
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