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Ladies and gentlemen, good day and welcome to Rico Auto Industries Q2 FY24 Earnings

Conference Call.

As a reninder, all participant lines will be in the listen-only mode and there will be an
opportunity for you to ask questions after the presentationconcludes. Should you need assistance
during the conference call, please signal an operator by pressing “*” then “0” on your touchtone

phone. Please note that this conference is being recorded.

I now hand the conference over to Mr. Vijay Gyanchandani from S-Ancial Technologies Private

Limited. Thank you and over to you, sir.

Thank you. Welcome to Rico Auto Industries Q2 FY24 Eamings Conference Call. From the
management we have today, Mr. Arvind Kapur - Chairman and MD; Mr. R. K. Miglani -
lixecutive Divector: Mr. Kaushalendra Verma - oxecutive Director, Mr. B. M. Jhamb - Company

Sceretary and Mr. Rakesh Sharma — CFO.

Now, I hand over the call to Mr. Kaushalendra Verma for opening remarks. After that, we can

open the floor for a Q&A session. Thank you and over to you, Sir.

Thank you. Vijay. My name is Kaushalendra Verma, and T am attending this meeting from the
Rico Corporate office boardroom with my other colleagues who are in this room. Once again,
we all welcome you to our Q2 FY24 Farnines Conference Call. Mr. Kapur is basically in a
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If you sec, our margins ore better than the previous qumter i,e. fom Q1 to Q2, both on ihc
standalone as well as ihc console front Let me t,iik ahont p rlitahility, going forward, once you
have got the increa,;e fom our customers lor one ol'the products, defnitely this will help us lo
grow ou margins further. We arc in the process of optimizing our resources in line with the
overall ;ales, so that we conrinue to impmve ,nll' margins on profitability. Absolutely, at the
sales, we have some challrgcs wilh unc oi' 'he passenger vehicle customer which is Rcnaul!.
Rcnmil! uplake is much less as curp,ircd lo 'heir furccas!, which isbasically an arco orconcer,
but we arc working with other cuslolllcrs to increase our share ofbusiness and we have increased
our shalc o/'busincss wilh one of'thc major domc;;tic OEMs i.e. Maruli Suzuki. | iyou sec in this
quarter, we have increased our share of business litiln 8% lo 12%. \Ve are basically a single
source lo them Fr one oflhcir products, which is "Water pump* and 'Oil pump* which goes into
their KISC series engine All the cars that you sec on the road at this point of time, they have
our product on the 1.5-lifcr engine. They slartcd with around 1200 parts. Now 'hat volume has
gone up lo around 2 100 ,111d they arc ILirthcr requesting lo enhance this volume lo 2600. We have
hnsicilly without :ry investments, we ha,-c feed up the ilwc;lillcnt fom our inte r-al resources
by basically idcntilying the cquipr ¥ !"s which arc only used for low-volume product. We have
requested our customer to take the complete material for their one-year requirement, so that we
can utilize this cquipment for the high-volume product and that is the way we have reached from

1200 to 2100. In terms of revenue, we have gone from about from Rs. 75 crores (o Rs. 150 crores
il il h > (ool T R 200
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Deepak Poddar: Awi. in lcrms yf nmrgin you rtntioncd, |1 Olso we are still maintaining i*clucling other
income, right i terms of EBITDA margin because in HIFY24 1 think it was close to 9.6%-9.7%
excluding oilier income, your EBTTDA nr,gin?

‘alcesh Sharms Mo, ii' you sec tlw cunsolidaicc (Ttulls, al present also w;: ;' ;:iring in doutlc digiL Thi
'qualler, it his been good, On Itic consolicinteci Fom, it would have been belier like Mr, Verma
said tlmt we: have negoriarcc prices ¥r alloy wheels for om Rico Jinfei subsidiaiy, hl!t the eFect
or llw! has nol vct collle in our =ilv; ,md obviuusly on prolii ltwrgitls also. So, i;1 (3 FY24 ilml
will be there bu:,,use the proccclur:tl things :Irt, O\vnee! and ili6 feerchase Olclu for tirt will be
released by maybe Dt'cernher beginning or November ;:nd, So tlwl is the way, if you see
priilahility is on Ir:icl:, in fact il ,landalone w;: h:,;;e ,dread,\ crcscd 11% il,is quarter,

Deepalc "oddar: So, on a conlole basis, | 1% margin excluding other i;lcome for FY2c! is on trck?

Yes, it is on track, yes, [his quartcr also it woutd have been 1% but one sale increasul for

whatever fHilT wc hav,; got that has nui t,c,:n accounted ¥r in consolidalion, so thai I'ill come

in the ne,,r qu:rtcL

Deepak Poddar: And sir, how do you see on the order front, in the defence secior as well, if you can throw some

iight that what rrt of order hook traclion ye,u can S(t' on the defence side and overall, af the

business side?

Munagement: Defence, we are working very aggressively on various programes which we mwationed on

previous calls, but currently we are not basically able to bid them, but we are in the advanced

discussions and talking to them ondd pnshine thein and onk of the prograiss we ci,n do ihe

SCHS anct

mdustrialization and the SOP. Ve are veHkillg on vaultnlz Ilollts in dcivnce. Onee any of the

the news i ail these stukeholders.

proQranlis wiit oot materalized, w,iwil!

{

geting in terms O11C defence seetor? There inuST

So, what is the order book we are initially ta

be anothu- 12s. 200 or RL. 500 ;rorcs, is thai the size you arce looking at or highcr, so =ome sense

ydu have on thH?

2akesh Sharma Sicinihz case of den coe like we have Doon telling ¢ s zlso i is very wipredict; i i the
time we oot the final arder because you never know the timing haw much delay can happen. So,
EERET he taroet 18 conern Honos Wi ge have scen

foltowing up with the Jdefence for e fast say 5 to § years, but that has not Materiativod so that

~F ¢

voonsider that oz of now. So, the t depends on what type of order we get

3

where Rs 1,000 crores ooder b

vor mentioned s

mention there which order book you ure talking aboui here? 18 it an

50 owhat ex

soport o s

B ang cboul thiv year Toor o various o ners ke deonestie and th

halendy s

“# elose 1n RS 1 JHIY crores OVer a pry

e fune already swinled the beciness

CASIOIMErS, w

life. We consider il prgltam fife fom T (o ¢ years depending on the cusiosuc 1y converl
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them into peak revenue per annum, which is close to Rs. 200 crore per annum revenue, we have

alrcady booked with our customers which will get into SOP in the next 6 to 12 months.
This Rs. 1,000 crores is the order book inflow in program, which is the life of 5 to 6 years?

Yes, Rs. 1,000 crores over the program life considering 5 year program life. So, if you convert

it, it has come Lo be around peak revenue per annum is Rs. 200 crore per annum.

Thank you. The next question is from the line of Aman Vij from Astute Invest Management.

Plcasc go ahcad.

Hi this is Arvind Kapur here. Sorry, T have just joined. I have just got out of the mecting. [ have
Just sat in the car and joined, and the mecting has started, and T will also be participating along
with my colleagues. Sorry, T am not sitting with mv colleagues and today I am i the car and

talking to you all. Please carry on.

Sir, my first question is on our export business, so if you can talk about the run rate, we did in
HT FY24 was it as per your expectation? Was it slower than your expectation and what is the

outlook for the sccond hall H2 FY24?

Our export is in line with our target which we have set for ourselves in the HI, and our forecast
is also similar and whatever we have targeted for ourselves, our export and sales will be in line

with that

But having said that, Twould like to make onc comment whenever we give a guidance on export.
we normally give much lesser figures and there is always a pull from the customers, but this is
the first time we have noticed that they have actually taken holidays in the month of September
and then normally cven Seplember holidays. they are working. So, once does start suspecting that

is there some tension, but at the moment they are picking up whatever they have promised and

itis absolutely i fine with whatever we had projected.

Sir, what is our target for this year and next year in exports?

S

0% export of our total revenue, and our target for H

Fitl HT, we have completed 2

i erores’/

Jtor the full year, we are targeting around Ks

Yes.

And for next year, sir, what is our target for exports?

For next year, : nent that we are working with other customers on boat

ou about Rs. |

Pave 6 of 11

agl U Ol



Arvind Kapur:

Amean Vij:

iendira Yerma:s

Rico Aufo Industries Limited
Movember 16, 2023

crore business or the order book on which we are currently discussing with our customers that

will definitely increase our export sales going forward for the next year.

So. when you look at exports, there are two things that we look at, one is of course the new
orders that arc going 1o come, it takes about a year or year and a half for them to actually come
to production, but we also ook at the volume increases that we can by taking a larger share of
the business and in some cases. it has happened and we are pushing the other customers to do

the same.

Sir, in the mitial part you were talking about Rs. 1,000 crore programs over 5 years, so can we
assume that Rs. 200 crores additional per year in exports will come from next year, so this Rs.

600 will go at least (o Rs. 8007

That Rs. 200 crove is both for domestic and expoits.

See the Rs. 600 will po to Ba 8O0 but it

von't po next year, but it might be another 2 years or 3

years. Howill definitely go in that direction that we are very clear in our minds. We are targeting

Rs. 1,000 crores in like possibly 3 to 4 years for the export marker. That we are very confident

with the new program which are coming, bul this Rs. Z00 crore thal we are lalking of both

et e el e tho mw et o
domestic as well as the exports,

scond question s on margie so we are talking about gomg with our customers and looking

5 if you can tatk about whether the

for some adjustments i pricing in terims of alloy wheel

irrently

low where

i1 our ba

any other products remaini

10% -12%

7 S0, my guestion was also (o ba

CXiy

taprice

olidated busine

heel, maybe KV and Rakesh, you can take it up. The alloy wheel,

Let me cony

3 giveir o us are from st

5o, the pri
That has been finatived. that is the frozen and the other
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My next question is o Arvind sir, 2-3 quarters back, you had talked about an npdate on ;he
electric fise order’. hasically the whole process will be done again, any update on that pat

because we have been waiting for update on that?

Oll the clcclronlc filscs and on the ruses in gen;:ral til;0 ihc lotal order got cancelled and the
govenrlent h:ls shcltered absolutely because there was | lot of fav0ling things that may be
protested again:;r that and now what has hapiw!H:l is that the c¢;ovcrament obviously needs the
ammunition in ally case. So, they have given ii lo the current suppliers of the ammunition and
we have become rh-\'enrlors to them, that is what we had mentioned in one of the meetings
whoever gets the or,kr L:ill Imve to hlly Il fom us in any case. so th:il tr-dcr got Gniccled, but
the goverment for i immediate req*'trust:nl lhe deFnce people for tit: iltim;;,kilc {Uj:.itcrnent
have started giving dir:Ll ,;,dcTe ¢/° 1.30 11':cs or 2.30 lakh fuses these 1L, ihc urd,:1; th:ll Ibey
given lo those cmTeni 2kl i"edusc il;,:y come out with the ncxi scilem;. \When the ilciciloe
people come up wil; !c :lcyi schung, 5, is verv difficult to undcrstanu the (Whitlg, but ** illc
tlisliznsc, since I :Hil on the defence at the moltict;I. lve lirc biclclitlg lc,r orders or about Rs. 1,000
crrres i ritc tHim:Lt and it is Fr various items. \11L; i;; <he ,hooting ranges | had mentioned last
time that we arc hnpcful we arc talking to the MNavy, \riy. Jir Force and also the BSF and CIJSF

1;1d :tll these, ro; them lo buy these ranges ,rd h.ipd ull;; i;1 the nc:l quarter we should be able

to give you some 1stilts for that.
Flut on the Iciting p-+t the ivinl pari on the fuses, that is still you have to do i agin whenever
the new tender cnnH-« o1 ihat is done becaose ve had like 1,(0f) filses?

ir manufacturing facilities and

TIw! we putalot nl'money, our collaboraiors send fuses fron

€

v tedious cycle we went ihrougl;

1ing and all those had to be difiuccd. ;5 that
ause we can't [Lst sell the fitses in the ImlLicet and ithevefore oo by, to defuse all the Fses i;;

b in the presence of the dclonce people, but the testing in any case, whenevc;

the governme

there is a new BT crning in. even the cl,,rent supplies have got to go through the teslin,

process. Everybody goes through the process

Given lhere arc wintc; *ial and sumracr inia s i will maybe fake another maybe onc to two years

fr!

Hogot it one day. We are

wit fet us soe whore we are on ity we

nd so sorry, yo svendor, we have become subvendor 1o the sappiiers
are we’
Yes, so we supnly the pain bodics and other comporicnis ng o those soonle becaus

.2 winplier ielsc, and we were doing it

they are unabic (o 112:c! the requirement. They""""¢ & st

i

d supplying fo thom. W

the process of doing that now,
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But this fuse pan they ate procming fom outside India or someplace, they are not buying fom

us?

Yes, they are basically doiug assembly. :;0, they are importing the Fse portion fom South
Afica and the biiltcry is also coming fom there, whereas we had taken up the responsibility

making the battery tlrt use everything and according here in India.

| am sorry, last part on this, you have talked about we have like 1000 Fses lying in our lacility,

so whai happcw; with those, will they gt! wasted because'!

No, we didn't p,ty for ii because om collahorlors are also involved and it is a very clear thing,
on the success of those Fses will l,ve pay, so now since the trials will take place, there is no
success, so obviow,Jy the vencots 1b,!t are supplied lo trnsler ihe money, but we had lo gel them
citfuscd. That is what we lud to do, so tliat there was:nothing Icfi ofthc frises, but on the defFnce
side; \VC arc nlorc [tctive no\v and no\v \Ve sec the light at the end of ihc tunnel and Jo with the
Anny individually ;md Navy s<p;ratcly and the Air Force and rhe, other forces also going for
these products th;it very it"tcicsting product:: coring out, even rhc once we get the onlcr, we will

actually put on the website also.
And you are talking about indoor shooting ranges, right? Or any other products also?

Yes, this is the shooting that can be put anywhere, it can be put anywhere, and you can start off.

There is no sound or tinydling that cnnlcs uuL \Ve have it dispLiyed in one of cur Fclories.
Thank you. The next question is from the line of Neha from SKS. Please go ahead.
Y24 not just export, what do you think of

T just wanted 1o know your overall outlook for

H2 and next year Y247 Overall outlook for sccond half H2 FY247

I don’t have the figures in fr(llt of ilic, but I wili give you sonic broad pictute in ?ny crisc. Now,
like addition of these the last quarter we had mentioned that we are cut down our production
intentionally because we were not very happy with the prices of the deal and we had been

years and they were delaying and delaying and so we finally

e for over a 1-1.

wd that not only we said it, but the other uppliers who !

thev we all e
, they we ait los

ly now the p

monkey busin

want us to double, and even triple the volume surprises that we can do. So, that is one possibility

del

triat We are 1ooK utwewant to oe

. Bajaj we are already supplying

o will be supplying to all and there would be a

that is what we are worki d so that volume

mnpott o

matically which we have not factored the wholc volume so far. We were not sure

volume requirement. So, that is on the wheel

would actually like to double their v

v Verma Bad enoben ahoiif the ! sumns from TH00 or 1200, we went to
Cverma nad spoken about the o pumps o 1ot or 120U, we went 1o

Iy there are other components fike for the
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well as the hybrid vehicles. It has one cxamrle | must give =0u is agains: lle ptice )FToyota we
wc,C supposed to spend . 70 crores Fr thil el preduct that vie have developed already, but
like ML Vcnna mentioned. . hat we did was. w,: lliive dr;ile a lot of clc:i;i;,g awl shop closes.
we have taken Ol thr: p:rt that was \IOI bcillg tiilly utilized and some of the component which
had come down cklilt;ilic:aly at the end of lif: lor the component we have given the supply for
the whole year, take out the equipment. now instead of Rs. 70 crorcs, we \\ill ke pulling in only
s, 10 crores investinent for that particular project and the turnover would be about Rs. 100
crore.. ¢.lIn.: llling goes for the nil pump. Whatcvu we lwd plit in earlier, we Liilizc the same and
or taken out the c,glilal /from inside ihclr to put in the production. So. we are trying to get in
Imixillum capital equipment out of the sysB!1 and use it ‘or llelv products and or cxp;rsion

whicll arc requirctl.

You have rightly said sir and for :di ihese JldilioL:il n;lulle increl®c Inyt Hlic [T/ ;1luc increase,
we arc trying to millillli/C our CEI'lI'X !y frec up our existing CI\FEX which i; currrtiy
engaged \Vith the kn~, \olulnc prograrn. So. Ui,ii h;sically gives :n adv:lillage to be cnrlivilliive
with other codlpelition IIH better marging on the profitability.

And sir, it | rightly heard you guys increased yvour busimess with Maruti from 10% to 12%, 1

guess, so what 1 have gererally heard fi+:+: Innus like autn ;;inpnnent people lik; Maruii's

1

marging arc o bit contracted compared (o othicr people, so wil: that also Lnpact our niugsi?

voir are right. We tuve mercased our volume share of business with Marutt from 8% Lo

12" and this is for their new program, the latest engine K15C series engine which goes into

road. Thisis o uew miplram which = quoted

most of therr cars carrently which vou see e
to them alinost 3 years back and this ¢:;w. into the SOP last year. Ves, s iruti, we Im, % to scttle

i o rettsonahle resfi margln ard Vil

hot shebt mareie Dot we have won this progra

sapact further inore oo i the volume on nur profitabitity. Well, it is improved.
Thark you. Theny\s 'ilu::"on is fiom ti;c J;,lz of Bhasiar. Please go ahcad,

My question is HI Ihc land asset (Mgt ye,u ;re plannitlf 1) seli in NoiUa, aily-update o thai”

nk you are talking of the Gurgaen property. 1 think N1 are Lilking, so that way these

[EAR4

cwe don’t have anything o hand as of cow, but any progcss is e we will - ftely

s ire any new peoducis dwt we arc pl™™™™ o i ttroduce, cspeci iy spoxi fie electri

i

hicles

kind of collaboration with mmc other companics Tecausc as you know

i cp,inkrg years or any
ke the warket changioe wapidly, e techiolosy wine and everything, so v ihat case bow we

are sciually inproving our product?

Sco our marketing teams sre alreadv on ihe o ond they Ore fng so many intesootionad

swill not shy away fom, say maybe

cusiomess ol ddomestically also. So i e new

creclliig ti Oreendccld projecs et as of now thaie s no oo plan, Thet we are alveady
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supplying to IiL,: we :ire domg. As far a, EV vehiele coulponen! supply is concerecl rhal we
have been doing flir last r;lybc k years nr so Ind 15% of [)Ur turnover is alrcHdy conting forn
EV and hybrid Ichick colnprwlll. [,o. lle will conlinue tu grw ccllnitely, but, if need be, we

will go fol Greclillcld prject. I\s of im1. tlicrc is no such plan to go for any new Greenfeld

project.

Ami in the last call. An-ind I(apur sir rcntinned thal we ire going lo have some kind of tic up

with some rnrp,ry, ir | rcrrember correctly. is then; any progress on that'!

Yes, talks are on for many businesses, but as of now there is nothing that needs, maybe sharing

with the stakcmldcrl a;; or now'!

t 11 jusl asking ilhout the [11xI fin,licial ycar like rhis year we had l:ome hiccups. right, like last
quarter we had some 1ssucs with Hero, cte., but for the next financial year, do you have a clear

road map and arc we able (o achicve like around Rs. _,000 crres kind ol rC\'Ciluc?

Yes, thatis very clear. In fact, this year also it is everything is on track only. As far as Hero thing
vas concerned that was very temporary aftair and that is over as of now and as far as negotiations
with customers is concerned that keeps on happening, but that is not going to hamper our maybe
growth. So, negotiations keep on happening. Thal was a one-ofl case that we had to stop for

some limited period, some supplies have to be stopped. So, these types of things normally don't

|
i

appen.

And as we mentioned that we have already got the business award for a program like Rs. 1,000
crores and some ol the programs which are also getting the SOP in the next financial year which

1y

i1l
4
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