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Ladies and gentlemen good day and welcome to theFQR2
Earnings Call of Jyothy Laboratories Limited. Ageminder, for
the duration of this conference, all participaneB will be in the
listen-only mode. There will be an opportunity fgou to ask
guestions at the end of today's presentation. Uf soould need
assistance during the conference call, please Isignaperator by
pressing ** and then ‘0’ on your touch-tone teleple. Please note
that this conference is being recorded. At thisetime have with
us Mr. M P Ramachandran, Chairman and Managingcioireof
Jyothy Laboratories Limited and Mr. Ullas Kamathgeddty
Managing Director of Jyothy Laboratories Limitedwbuld now
like to hand the conference over to Mr. M P Ramadhan. Thank

you, and over to you sir.

M P Ramachandran: Hi friends, good evening to all of you. | invite ydo the

Ullas Kamath:

conference call and | request Mr. Ullas Kamathrieftyou as well

as to take your questions. Thank you.

Good evening, this is Ullas Kamath. | would like take you
through what has happened in the last three maathisat you will
have most of your questions answered upfront aedcediter we

will take whatever the questions you have.

We have three parts; the one is Jyothy Laboratdriested; the
second one is Henkel India and the third one ishjy&abricare
Services Limited. In the last three months, Jyotlaporatories
Limited had gone through the second continuoushaegiod. And
when | say tough period it is part of the businésis, a multi-fold
challenges like what we had, which all of you areaee, the
restructuring of our distribution to align oursedweith the Henkel

distribution model going forward. And we shiftedrgoolicy on
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credit policy to the cash-and-carry policy. Andcaleanoeuvring
with the increase in the input cost and the otlosts; as you know
very much in FMCG business, and added to that imfition, we

had rural-centric and there was little pressursailing more at the
rural level, and also the turning around of the ké&nwas the

biggest of the challenge what we faced in thetlaste months.

While it is very apparent on the financial numb#rat we were
able to get back to our normal sales. In Jyothg, ribrmal sales
began sometime in mid-August and August and Seperhbs
been very good to us. So, in the quarter, as caeanih the last
guarter, we were able to get back to our normassalvhen | say
normal sales, it is completely cash-and-carry. Aingou see the
receivables, it is completely under control. Se, finst good thing
which has happened is restructuring of the distieioumodel has

worked in our favour and we have not lost any sales

The second important thing which we did during thexiod is
maintaining the market share. Last time there voarecerns that
when were modifying our distribution will there bay impact on
the market share. If you see the presentationaljak gained the
market share. Now we are at 73.5%, we have gaibhedtanalf a
percentage point there. Maxo is still Number Twalatndia level
with 24% market share in volume and, rural India ave still
Number One with 30.5% market share. This is jussag that in
spite of the fact that last quarter we lost outtloa sales, that has
not affected our market share. That means thattienevhich we
have removedt has only happened as a de-stocking at the pipeli
but it has not affected our secondary sales ahdstnot affected
our market share. Exo, which is only in South Ina&v@ have got
now 27.2% market share, and holding on to Numbeo Ppasition

there. And the best thing in Exo what has happdoeds in the
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current quarter is that now in Kerala market, wegehgot 53.6%
market share and we have become Number One, distpdige

competitor who has been ruling that for the lastnsmy years.

So, this is just to reassure all our investors amalysts that in spite
of all the changes which we have done in the dhigtion in last six
months in order to align ourselves with the lowtcasd efficient
distribution of Henkel to start from 1st of ApriD22, it has not
affected our secondary sales by any means. Rdthesiincreased

our market share in all the segments.

There has been reduction in EBIDTA margins in therent year.
The reduction is mainly because of increase inrdve material
prices. Material costs have gone up 2.93%, Maxo been

impacted by 1.54%, employee cost has gone up b$%d.and

change in the product mix has affected us by 0.34%ll, about
6% amounting to about Rs9 crores of our EBITDAS@ute sum
has come down when compared to the same periodyéast

Historically if you see, about 60%-65% of our b@sisa comes in
the second half. The employee cost is more or @ssan

annualized basis, so it will set off over a peraddhe entire year.
We were not able to take any price hike duringltéginning of the
quarter because most of our competitors increaedptice by
August. So immediately we also changed over torte retalil

price. Effective from mid-September we are ableake the price
hike on all the scales of the company. It is thsetftime Jyothy
Laboratories Limited has increased the retail pfice all the

products more or less during the same time. Theffett of that is
going to be in the range of about 7% in the congogrter. Also
distribution set up which we have changed in theté&a region
and a part of Central region should get us 2%-3%hé savings

because the super stockists margin what we arag®?o now,
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which we do not have to give going forward. But thensporting
costs us about 1%-1.5%. So, overall saving of ma3¥e4%,
which we will be able to see in the coming quart@isese are the
steps taken by Jyothy in improving the EBITDA martp get back
to our original EBITDA margin. So, both by increase the retail
price and also by saving in the distribution costwill be able to

get back to our normal EBITDA margin in the comogarters.

Some of the tough decisions taken by Jyothy haseltesl into the
real numbers. The pipeline inventory has come déem Rs70
crores to Rs20 crores. Investment in the workingtahhas come
down from Rs150 crore as of 3March to Rs89 crores as of 30th
September. Debtors have come down from Rs103 ctor&s42
crores from March to 30September. 120 days of turnaround plan
which we explained to you in the last analyst ¢sllcomplete.
Also, Brand Equity of Economic Times has rated dljals the
Third Best in Fabric Care Category, Surf being nemBne and
Rin being number Two, Tide is at number Four & Aeenumber

Five.

We have shown the turnaround plans what we haveute@ as of
now for the first 120 days in our presentation. héee shifted our
offices from Chennai and Bengaluru to Mumbai effecfrom 1st
of October 2011. Now, our Mumbai office will takeare of

production, distribution, sales and marketing alowgh the

functions. We just need to have synergy and aldlohave speedy
decision making ability. This would also reduce cost. And, as
of 31 March, 2011, there were 421 people on the rollsl@rikel.

Now it is less than 275. Some more people havenpilteir papers
and | feel about 225 people will finally remain. éfv after this
events, our sales has grown by about 20% when aethga the

same period last year. When we got the businessirirhand, the



Q2 FY 2012 Results Conference Call of Jyothy Laboratories Limited
November 9, 2011

annualised sales were Rs395 crores, all brandtogather. Right
now we are getting about Rs40-41 crore month-ontmaales,
which is annualised sale of about Rs500 croresw&oare happy
the way the sales are happening but, we are aldettdown most
of the expenditure as we explained earlier on ttadl. On

production front, we have taken complete contral ae have kept
only the Karaikal factory now. Most of the prodactihas been
shifted to Jyothy's units wherein our productiorstcbhas come
down. Purchasing supply chain is being managed fkdnmbai

office now.

And, new marketing campaign which we are plannimgHenkel

by repositioning the brand and revisiting the praciwill be

effective from January 2012. As of now we are jstking with

various marketing agencies about repositioning r@vikiting the
pricing of the products. This is the first 120 d@ysgram what we
have from June to September. The result of thahe number
wise--when we got the business in our hands asayf 3£, for the

month of May, they had a negative EBITDA of -4.486r April to

June we were able to take it to 8.8% on the tumavieat is

reported and for July to September, the EBITDA rmatgs gone
up to 10.6%. In that, July to September, Septemtmatth itself has
crossed 12%, So we are very confident now thatggfmrward we
will be able to meet the EBITDA margin, what we hanmitted
viz. 12% before 31 March.

Now, going forward from October to March 2012 wevdd 80

days program which we have put now. In that the mewmagement
team is being played and we will be taking overvleaker zone of
Henkel, that is North and the West, Jyothy willthking over. Just
to put the things in perspective, as of now evailg ®f Henkel is

being done by Henkel field staff only. So Jyothwfistwill be
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taking on additional sales for Henkel products e tweaker
markets of North and West. And, we want to synergike
distribution network of JLL & Henkel, which in tHest phase we
have already done by dispensing CSAs, and HenleeRPBalepots
across the country. So, we want to see where atlameoperate out
of their depots to reduce the cost and at the dame we have
3500 distributors and they have about 750 distotsutSo we will
be merging both together in such a way that we usa their
distributors to sell our products and our distrdvatwill be selling
their products both in urban and rural. And, wel Wwé revisiting
the pricing as | told. And we expect that businsssuld be in

place effective from L April 2012 as a single entity.

In the last analyst meeting, where we had giveaa pf turning
around Henkel business we had expected that theutdvoe 15%-
20% revenue de-growth because of change over. @utwe can
say that there is no dip in the sales as far aghibusiness which
we have acquired from them. But, if you compardartbalance
sheet of earlier year to this year, there will baifference because
they had the Hair Care business which they havedhoff and they
had certain B2B business which they have hived 8fi, the
business which we have acquired from them is dwielyj and we
expect to achieve 12% EBITDA margins in first yedn that

extent, Jyothy's management is satisfied with tinearound.

Now, going to Jyothy Fabricare Services Limitede wave
become the country's largest laundry chain opesatoow.
Bengaluru, Delhi, Mumbai, Pune, Chennai is alreay and
Hyderabad will be on by March 31And as you know that IL&FS
have invested Rs50 crores with an enterprise vialuatf Rs400
crores. They will be investing another Rs50 craresouple of

months, once we have finished our Chennai and Hydel plant.
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With this RS100 crore of their investment we do faresee any
more investment required for JFSL. Also, we just goBOOT
contract, which we have been following up for aywlmg time
from Western Railways. We have got the orders wBgB5 crores;
it is a 10-year contract under BOOT and we willdx@cuting that
in another three or four months time. Then we Ww#l the first
mechanised laundry for Indian Railways. And, whhattwe will be
able to get more business in the process to coast.\lear we had
done annualised sales of about Rs9.41 crores. \Afhéoe the first
six months we've already done Rs17.8 crores argkttdo do
another Rs40 crores in the next six months. Bengdias already
achieved breakeven and there is no money requireBengaluru.
We are not making money in Mumbai and Pune. Welasiag
money on a month-on-month in Delhi for our new asigon,
which we have done there. We are putting in moheyet, by 31
March that will start giving us some money, theabeven should
happen by 3% March, 2012. And thereafter, as a company, JFSL
will still report loss of Rs2-3 crore of loss. B¢*3March, 2013, it
will be cash profit, and we are in line with thesimess projection
what we have given to IL&FS.

With this now, | will open the floor for questioasnd answers.

M oder ator Thank you so much. We will now begin with the dimsand-
answer session. We have the first question from lihe of

Grishma Shah from Envision Capital. Please go ahead

Grishma Shah: Good evening sir. If you could explain us the haé sheet for
Jyothy Laboratories. The question pertains to tioeeiase in the

loans and advances for Jyothy during the quarter.
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The loan is given to Henkel India because we badtire the debts
of Deutsche Bank. So, the advances are towardsdHémdia, and
we put the money there, and from there they hatreedethe debt

of Deutsche Bank of Rs439 crores.
Of the Rs536 crores, Rs439 crores is for Henkel?

Yes, that's right. And the remaining are investraentJFSL and

other small subsidiaries.

Okay. And sir, if you could update us about wisahappening in
the core business for Jyothy as in Ujala, Maxo,EWe have seen
the Dish Washing segment growing very marginallyirdy the
qguarter. So could you tell us your outlook goingward for the

core business for Jyothy?

The standalone Ujala Fabric Whitener in the quartdnme terms
has grown about 3%, without increase in the rgtade. We have
taken the price hike from Rs14 to Rs15 for Ujalanfr mid-
September. So you will see that increase gettihg account in
Q3FY12. Now we will be seeing value growth of amstii%. So,

we are happy about it.

The second one is on our Stiff & Shine which isspreg only in
Kerala. For the first time the sale of Stiff & Skiin Kerala has
overtaken the sale of Ujala. Now, the annualisdd ehUjala is

about Rs24-25 crore in Kerala whereas the annadadiske of Stiff
& Shine is about Rs37 crores now. This gives umfidence.
Earlier there were concerns within us and also lid outside
world whether Stiff & Shine will cannibalise the dlj sale.
However, it is established as both are being usedhb same
household; they use Ujala for whiteness and Ui & Shine

for stiffening and shining of their clothes. Sopife particular state
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can give us Rs27 crore we feel that it can be takem big way
nationally and because there is not much compettiat it was
there in the past but now we feel after getting tarnover of 27
crores we feel that we can take it to other stagewell. So, that is
a good thing which has happened in Stiff & Shinestdbgent
Powder, we had Ujala Washing Powder in Kerala, tviscdoing

extremely well, even now we are doing well. In betw, we
launched Ujala Techno Bright with Sachin as an asddor,
which we took it to Kerala, Karnataka, Tamil Nadwalso to the
other states. Now, Henko has come into us, and Wihko,

Henkel acquisition we have got Henko, we have gotWhite and
we have got Chek. So, we are realigning our erllietergent
portfolio across the country, so we have to ensameTechno
Bright at a national level. So, that is why you $lee dip in our
Detergent Powder, all India basis sales the dipwilusee, but in
Kerala we are growing. Net-net as far as fabrie ¢arconcerned,
there is a growth but, de-growth is coming from tetergent
Powder, that too in the Techno Bright variety batherwise in
Kerala we are growing in Detergent Powder as wefiid, the

second one is the Maxo. Maxo, we were having a munone

position in rural India, which we are still holdiron. And we did
the correction of the distribution set up what wad hn Eastern
India, which is a major source of ours revenue cdareMaxo,

65% of our business come from Eastern India for d/sxx, that got
affected in the last two quarters for us and wetHid during off
season. So, Maxo sale would have come down as fioned in

the earlier analyst call also, it is just technidghis a de-stocking
which is happening and nothing to do with the masdtere, but
now the latest report establishes whatever we #aad we are still
holding on to the Number One position in rural lpdlumber Two

position in urban India across the country and veermt lost out.
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As far as Exo is concerned it is a south-centradpct, has grown
about 46% in the current quarter, that is predontigdbecause we
changed Exo bar, new Exo Round we launched in Skmdtia, it
was taken very very positive. Kerala, now we hawrdme
Number One with 53.6% market share and acrossdhetry we
are Number Two. So, the core segment whatever ajeratJjala,
Maxo, Exo, all of them are growing at a market shiavel and
whichever category is growing along with the catggnd because
of this restructuring you will see some anomalidég&e in
comparing the same period-to-period, it is only me-time
correction. | want to reiterate that at the mares®el things are
perfectly fine, in the coming quarters you will seenormal sales

and normal profitability.

So, there won't be any other region where thereldvba some
distribution set up change like the ware store, ather region
because East was big for us and we did it duriragtqu 1. Now, in
qguarter 3 and quarter 4 are there any more disimibichanges

expected to happen in the company?

Yes. We have done with South, we are done with Westare
done with East now, but North we have not touchedas, but
North gives us about 25 crores turnover only. $as inot very,
very high turnover because we are still thinkingethler we should
do North right now or we should wait for some mbnee because
there is no outstanding there, and North is somgthvhich we
have not done, probably we will do it in Januaryraybe we will
do it next year. But, the turnover what we get friiorth is just 25
crore, so impact of even if | take for one monttwiit be about 4-5

crore, not more than that.

Okay, that is the annual turnover?
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Yes. It is the annual turnover so if | have to g@m&r a month's
turnover there, to destock one or two months cése & will not
be more than 5-6 crores effect. But on an annwhlssde of our

800 crores it will not impact much.

Okay, so for FY12 the entire year now, what kincsales growth
do we work with, given that we have done 277 crangghly for

the H1 and how do we look at H2 for ourselves?

Our internal thinking is to maintain the sales tbatast year and
also the profitability in spite of the fact that \w&ee lagging behind
both in the top-line and the bottom-line, but weeimd making it up
in the coming six months, we are working very hamdhat. So, we
will be extremely happy if we are able to maintdie same top-
line and the bottom-line for $1March, we will be working very
hard on that. But, end of the day price hike what lvave taken
now, if it has received a very nicely in the maptate, | think we
will be able to achieve that with extra difficultyjth extra working
hard.

And last one from my side, what is our take on rid& material
prices as we enter into quarter 3 and post 7% bilees how much

are we covering in terms of our raw material costrage?

As of now the 7% hike what we have taken, we shbeldble to
get back to our normal EBITDA of about 16% is whet are
trying to do. But, again the interest cost goingituis expected to
hit the raw material once again because, wheréwseincrease, our
input cost is going up. So, very difficult to pretibut crude price
was stabilised for some time but again is goingnow, So it is
difficult to predict but we will be in line with #industry, if they

were to increase the retail price, we will alscabée to increase the
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retail price, but as of now the 7% should be ableftset most of

our hike which has taken place so far.

Thank you so much. Our next question is from the bf Parineeta

Poddar from ICICI Direct. Please go ahead.

Sir, 1 just have two questions. Firstly, there other income of
14.82 crores in the results you can see duringgimster. Can you
please tell us why is this so and what is the eatditthis like, is it

recurring or due to what reason is it there?

Yes, this is the interest what we have charged ¢okidl because
we have borrowed the funds from Jyothy's balanestsand we
have lent that money to Henkel and we have chatgedsame
interest what we are paying, we are charging tokleand Henkel
is giving that. It is an interest income which welsarged to
Henkel.

So, this is going to be recurring in nature urité toan is paid off

and whatever interest you pay will be the same amthat will be

Absolutely,that's right.

Yes, now the second question is sir, if you seesdgment results
though your sales in both Soaps and Detergents bhwen a
growth, your Home Care shows a loss of 6.6 crordsat is it on
account of, is it still Maxo, or is it Exo or likehat is the reason for
the same? And even in your Detergents there ispairdiyour
profits.

You are right. It is in entirety because of MaxapEand Detergent

Powder because the raw material price, it affdotsldéss in these
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three segments, because they are all very, very meaterial
sensitive items. Plaster price goes up, immediatdiit your P&L.
So, we have lost out on profit that is affectedMiaxo, Exo and
also in Detergent Powder to a certain extent, brgely it is in
Maxo, because the Maxo one of the decision whahawe taken
which we are still continuing to work is that tadtbuilding the
brand, and you will see in the last quarter we hepent 6 crore on
advertisements alone to build the brand, and redguon sales
promotion scheme, so overall the price hike whahaee taken in
all this time should be able to get us at 7%, lout gre right in the
last quarter we have been affected largely becatidg¢axo, Exo

and the input costs.

Okay, that's about it sir. Thank you so much.

Thank you. Our next question is from the line oévln Patwa

from Axis Holdings. Please go ahead.

Good evening sir. Only one question | have is gaidl you have
given loans to Henkel India and you are chargirigrest on that.
But on the same side you have seen the debt ot&86s in your
balance sheet. But | could not see the interestgoorthe interest

portion is just 1.99 crores, so.........

Yes, the interest what you see on 1.99 crore igshenworking
capital what we have raised and we have given énnibtes the
numbers the loan what you have taken is zero coupam
convertible debentures, redemption at a premium. that is a
structured instrument what you have taken from Kddank so,
what it means is that we will be taking the load amery 90 days it
will be renewed, at the time of renewal we will paying the

premium and as per the law and as per the accaustiimdard, the
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premium has to be adjusted to the results anchitatabe taken off
from your P&L, whereas the money what we have giweHenkel

we are not able to give at the same instrumentusecthey are all
loss making. We are not able to do the same stettnstrument
with them, so what we have given is a regular lagdmat we have
given, so, we are charging that. It is being higifled in our notes

to accounts very clearly.

Sure. Can you just tell me how much is the premiou have

adjusted in the balance sheet for this quarter?

It is more or less the same amount of what intesdst we have
collected from Henkel, we are charging 0.25% mbsentwhat we

are paying and more or less it is the same.

So, is it like | can safely assume 14 crores?

Yes.

Okay. That's it from my side, thank you.

Thank you. Our next question is from the line ovMarivedi from

Pinc Research. Please go ahead.

A couple of things | want to understaridat in the current quarter
the advertisement spending has been reached todartf crore
compared to 9 crores in the first quarter, so vanatthe reasons for
this thing?

The increase in the advertisement cost is a decisiken by the
management that we should start spending the monelrand
building, and if you see in the last quarter, oh¢he major spend
what we have done is in Maxo, the entire Bodyguardalman

Khan, it was co-branded as a Maxo Bodyguard. Sa, ke spent



Q2 FY 2012 Results Conference Call of Jyothy Laboratories Limited
November 9, 2011

about 4 crores, which has given us a lot of miledgeause Maxo
brand with the Bodyguard and Salman Khan, our marke
department price has a great effect and we aretaljet a good
price and the entire campaign of Bodyguard was doirgly
between Maxo and Bodyguard including on the TV{'shane, the
expenditure which was done on Maxo which has pdid The
second major expenditure we did is on Exo becaogethat Exo
is growing very nicely in South India, we thoughg should pump
in a little more money to garner the market shang the result of
that is that, in Kerala we have already become Narrine. So, we
did spend the money both on Ujala and also on MaxbExo, and
also to a certain extent Sachin Tendulkar's congads in March
2012. So, any money which we have to spend on ridwedbSachin
is involved it has to be done before that so, dactiee places we
have spent the money on Ujala mother brand als&achin's
commercial. But, if you see the overall money wivathave spent
in the same period last time, it is still withinettimits, but 3%
March 2012, probably it will be still within 8% afur annualized

turnover sir.

Navin Trivedi: Sir, how much money is spent on the Exo and Ujal@e can have

this break up?

Ullas Kamath: Exo is 3.6 crores and mosquito coil Maxo is 5.28erand Ujala is
3.81 crores. And that's the major, rest all smatipcts.

Navin Trivedi: Sure. Sir, one thing | don't understand, Maxo reay have low
margin business for us, and in the last coupleuafrigrs also we
are seeing after the change in the distributiomghithe whole
system has already shifted and now we are spemdorg on the
business which is a single-digit or even the losking business,

so, what is the kind of strategy that we are juskimg for the
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Maxo, and one thing also that in the quarter 3 amd-a-half

month is left, so, are we changing again the dhstion thing?

No, we are not. See, | just want to take like, apbe of minutes for
you to get the holistic view of Maxo business. te fpast, Jyothy
was depending on Maxo very heavily because we Imiyl three
brands, Ujala, Maxo, Exo. And complete dependencethat
ballpark top line growth and get the market sh&uwt, now that
after acquiring Henkel we have now seven more kwandbuild
and right now we have about ten brands. Out ofotr@mds, nine
brands each one of them earn more than 100 cr&es.the
management after acquiring Henkel, we took a datishat we
have 38.31% market share in rural India, we are bem®One in
rural India. We are Number Two in urban India, stiit we are not
making money. So, the decision what we have takehat, one,
we need to spend the money on the brand and we toage
beyond coil, because, our total business of 230«dfes comes
85% of that comes from the coil business so, weailshgo beyond
coil. That is the only thing what is left is thguid and aerosol. So,
we launched our liquid and advertising support veested getting
for the liquid not on the coil, but on the liquiilo coming to the
strategy per se, definitely yes, after achievingo3®arket share in
rural India or 35% market share in urban India ymed to start
making money. But, when do we start making monewhsat we
are trying to work very hard. And now that we havmnged the
distribution metrics that changing about 3%-4% wi get it. The
second one, increase the retail price that's byrar@% so at least
some more monies will come there. And, we have neat&in
changes in our manufacturing process also goindgufanel drying
rather than standalone drying in the past, so thigh other 3-4% if
| get, by 3% March, 2012, definitely, we will be a positivefas as
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Maxo is concerned, the steps what we have taked, &my change
which we have done in Maxo is in the off-seasonwNb is
actually the off season for Maxo, the season stesta now post
winter, so we are geared up for that. So, our thopkvhich is in
line with whatever we thought in the past is thgt3d™ March,
2012, whatever the turnover of Maxo, we should twdifable and
we should not lose out on a market share. And witt, we are

confident we will be able to do that.

So, this thing again will be repetitive in the coiquarters, this
A&P spending?

Next quarter we will not see, because it is wirtet probably we
will see one more A&P spend happening, expect niigippen in
February-March because of season once again. Sg, atl a
seasonal spend but definitely in December quarter don't see
anything because mosquitoes are not there in Demeumarter.
So, the season will start from February 15, so widlisee some
advertisement happening in March but not to therexof what we

have done so far.

But sir, what was the reason that in off-season W& did such

kind of spending?

Off-season, in the sense we change the struaturé-season and,
Bodyguard was coming at that point in time and thia long-term
contract what we have with them. And, Bodyguard nowst of
the big campaigns that you see you will get a fandeage when
you are going with celebrities like Salman Khan &kel marketing
of the movies are becoming craze now. So, when utethe
property of Maxo in association with Bodyguard inaional level

we thought it is worth spending through that anttbgs paid off.
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Sir, what is the nature of this contract?

This contract is over now. That is, Bodyguard whkiegy launched
about three months before the movie was launchetk tlvas a
campaign on this Bodyguard and in that Bodyguardereds
posters or TV or campaign of launching the Bodyduaovie it
was saying that Maxo Bodyguard in association vt was the

campaign.

No, I'm saying in quarter 4 also you expect thmesdhing, the

campaigning will happen?

The movie has released, it has got over now. Nosvdavnot have

any contract.

Okay, a couple of questions on Henkel business.petformance
has been robust especially on the margin front. dther expense
were substantially reduced from 35% to 20%, so wiaat the key
expenditure that we could conclude and what is lthesl of

spending is sustainable going forward?

As of now, we are still more; we need to reducaNihatever we
have reduced is now the payment that needs to hapme
Germany now that is not happening, amendment ihappening,
and the royalties have only on Pril and Fa we tsegive, all other
royalties we don't have to give. And, we have shiftinost of their
guest houses; we have shifted most of their otfferes. So, a lot
of cutting we have done. So, the present you see ather

expenditure which will be the sustainable and thight go down a
little bit further because we have shifted our cogpe office house
to Mumbai now so that the major rental expenditisr@lso not
there from next month onwards. So, that is somgtlhich you

can take it as like doable in the coming quartezsabse that
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expenditure is not required at all for us. And staff expenditure
which has come down now drastically employee dostet, again
that is sustainable, we don't have any intentiomecfuiting any
more people there. The existing people, with tHatyothy's best-
in-class people together we will be able to achiies20% growth

numbers in FY13.

Sir, is it possible that as we are reducing thendjps in Henkel
India, is it possible that the cost structure adty can be changed
after that, because so many spending have beetedshd the
corporate office?

No, there might be a marginal increase in the edipere but what
we are trying to say that when we shift the corfmaffice, we
don't need two CFOs, we don't need two companyetaes, we
do not need many secretaries, we do not need tikeaperations
department, supply chain department, everything new

centralised. So, there will be a lot of one-timésciut we do not
really need to add on more in Bombay but yes, yastion is
very, very valid. There will be a marginal increasehe cost, but
not to an extent what the cut will be by shiftihg office.

And has the new management team joined us?

New management team is joining this particularrtgwa and as

soon as they join, we will give the press release.

Okay. Last one question on the debt refinancireg the were
expecting, seeing some even debt implementing eapdssible

with couple of sources. So if you can just hightigh that front?

We had identified the three avenues to reducedebt. Number

one is selling out the assets which is not requioedboth at Jyothy
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and Henkel. And that is there on the block and [@eape seeing
the properties, who are giving their quotations amd are
evaluating that. That is still there both for Helnpeoperties and for
Jyothy properties. That is the first avenue. Theosd avenue is
that, reducing the working capital what we haveckéal which is
160 crores as of 34of March. We have already brought down that
to about 79 crores now. Further, probably anoti®2Q crores
might go down by December, but next definitely wanivto be a
negative working capital-driven company. So thathe second
source of money which we are already pumping iheoworking
capital. We had taken 150 crores of working capitalts, as of
now we have paid back almost 80 crores in the waorldapital
limits. The third one is that the raising of thepital otherwise
which we feel that the market condition is not aacide to us now.
So we have deferred the entire raising of the abflt such time
we feel that we have approved our mettle by showheghumbers
to the market, it might take one quarter or twortgraor one year
or two year. But we have decided not to dilute himg now and
that we have completed. And in place of that iscoowertible
debenture, we will be increasing that probably wathong-term
debt in such a way that we will be able to sertimeinterest factor.
And in the same time | want to bring it to your kiedge that
Henkel's whatever the debt what we have raised nowentirety
Henkel is only paying the interest if you see aeiest and sum,
is paid by them and we are paying back to NCD dddrs, we are
giving it to them. That means the business whahaee acquired,
that business is able to service the interest montmonth. So to
that extent we are happy. So the dilution, raighghe capital at

this point in time they are completely called off.
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Okay. So in near future I think there is no souwtenoney to just
repay, because we were saying around 100 croresasHets in
Henkel’s books and some couple of assets in thiygobook. So
do you think, in the near term there will be anyrse of

deployment or any kind of generation of cash floant that front?

Yes, at least one of the assets as | said befaechviyou will
definitely see the loan coming on to that extentt teal estate
selling, we have pulled on the block, people aegrggit. And if |
get the value which | want, | will give it off. Sbere is no second

thought for now on the priority.

Yes, thank you so much sir.

Thank you. The next question is from the line afnkhnt Patel

from Enam Securities. Please go ahead.

Hello sir. Just had a couple of questions on Heretice that the
gross margin, the cost raw materials have actuddiglined for
Henkel in the month of September, but we have dragntrend
happening on Jyothy Laboratories. | did hear thaamation over
there. Just wanted to understand is there some fawuaring that
we are doing at our plants for Henkel, which ide@tfng in Jyothy

Laboratories books?

No sir, your point is very-very valid. In fact,etprocurement at
which they were doing, it was in exorbitant thas te@en reduced
to our level now. Because the realization is veighhHenkel's

realization when compared to Jyothy realizatioralnse their trade
margins are very-very thin. Because they give ddo of the

retail and they give 5% to the distribution. In atase we have
10%+8%+ another 5% we used to have. So, the difterés there.

But your finding is very-very valid. But at the peis which we are
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procuring their raw material is the same at whiehare procuring.
The other thing is that which | forgot to mentian my opening
remarks is that, during the quarter we took goedisrns in settling
some of our super stockists account, because ¢lok gthich they
were not able to sell in the market, we have te t@lback. So to
settle their accounts | took almost 8 crores woftktock, | took it
back. That has affected my EBITDA, by about 5 csareabsolute
terms, because when you take the goods returnwihatffect your

margins. So that's a one-time hit that we have natkeat has
affected in our raw material evaluation. But othisewwve are par
with that of Henkel.

This 8 crores forms the part of our raw matergstcis it?

Yes, when you take the stock back, | have showhdk a net of
sales return, but the valuation of that particstaxck, | have taken
at cost or realizable value, whichever is lowerthy auditors. So
that section has affected me about 5 crores inlatessum. It has
affected my EBITDA in absolute sum sir. It is a aféthing, to

close our account, we have to take the goods batkva took that.

Okay. The other thing is on Henkel, we have hasl de-growth

and you have said that there are some Schwarzkbmhwhave

been sold earlier on. But if you were to actualhpg&k off that in

last year’s revenue, how was the brands been dmdghas there
been an impact on the brands because you haverbessting less
in to ads because, admin expenses as we noticeonas down.

Can you give us an idea as what the ad level spasdtheen as well
for the first nine months of this year?

Sir, in reality, we have gone in to business dntyn 1st of June.

Earlier to that, it's only a due diligence repoiiat | have and they
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have too many companies like they have Henkel |rithi@y have
Henkel Marketing Limited and they have a couple sohall

subsidiaries and all the expenses were spread saevdh the

various companies So really it's a difficult to qoane apple-to-
apple in that context. But when we got the busiress the due
diligence when we did, we got a business of 395esrannualized
sale of all the brands put together, which had mitcemy analysts
in one of the presentation. That is brand wide rfess what we
have got. It is 395 crore. That means annualizeabmut 35-36.
Now monthly business of I'm doing of 40, 41, 42resois what I'm
doing monthly business. So annualized businesgétting about
500 crore. Now this is what we have taken from treard this is
what we are executing. But if you see the earligsifess, they
have certain B2B businesses which they used to rexpeir

business to certain raw material so that it's aceom in our

neighboring countries. And they also had this Haare business
and they had the business which is not there nomeSof the raw
material they used to procure from here, and tis=gluo export it.
So such things if you take it out, month-on-month ave growing
and | would say the business which we acquired fitoem at 395

crore, now it is a run rate of about 500 crore lmtwve are doing.

Okay. And in terms of the ad spent, how were thegn? Can you
give an idea of what the total amount of ad speast lbeen in the

admin expenses?

In the current period, our advertisement expemnelitof Henkel
should be about 4% or 5%, not more that that scaBse now we
are looking at to spending the money only from dapubecause
we are supporting below the line initiatives, whatethey have
started, we are continuing that and some of theggiwhich is

consumer offer, we have closed it already, but katenot affected.
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We have taken out the bucket offer, we have takersome of the
freebies what they used to give, that we have takgnAnd now
we are about to increase the retail price becaulsnveverybody
increase retail price we have not increased forkeeso far,

because we have removed the consumer offer andemeved
some of the trade offer, so we didn’'t want to iase the retail
price. Now we will take the retail price hike now Henkel so that
my margin should expand further because of that Bt

advertisement spent is about 4% sir.

But | think in one of your presentation, you mengd that the ad

spent to sales is around 16%. So I'm not abledonele that.

That is going forward sir, we have not target tmaich sir. In my
advertisement | definitely mentioned that in thregentation also
intend is to spend about 16% because we need ugergte in
entirety all the brands which we have not targgetbably we will

start from January. As of now we have just changked

advertisement agencies. We have called for a n&eh prhich we

already brought in. The new agencies are on bdardeffectively

you will see the new campaign happening from Jan@ad? for

all Henkel brands.

Thanks a lot. | will get back with few more quesis.

Thank you so much. Our next question is from the bf Harish

Jhaveri from DSP Blackrock. Please go ahead.

Hi Ullas, just a question on what will be the fieguity look like?
Now that you have completed the Henkel, this yotehaentioned
in your notes to the account about the SEBI thimghie public
announcement. Could you just give me a broad b&llfigure of

what the consolidated companies’ equity would |blod?
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For Henkel sir?

Henkel plus Jyothy put together what will the caitated equity

will look like, share capital?

Sir, Jyothy share capital is 8 crores and reseave$48. So if you
take that, it will be 656 crore is the Jyothy’s itapplus reserves.
And Henkel is negative, their equity is 110 andrtlearry forward

loss is about 400, so (-ve) of 300.

Okay. You have mentioned that you have acquiresh fine public
at the offer price of 41.2 and there is another &®&es shares
which has been transferred by Henkel AG and helithénescrow,
so overall you today own 84%, overall when you comalihe two
companies, what sort of an equity will you end withterms of

share capital only? Reserves | can understand.that.

Yes, the share capital their one is 110 croresamd is 8 crores.
And as of now we are keeping both the company sépabut if
you want to take both the companies together tieir tshare

capital is 110 and ours is 8 crores, so 119 crores.

Okay. So it's like, If | were to look at the comked company and
look at roughly 1100 crores or revenues, that iatwiou will do in

both put together in a sense that I'm just lookihgour...
Yes, you are right sir, about 1200 you can take.

Yes 1200 crores is that you will, with the 19 e®equity, is that
understanding broadly correct and the debt willpbenarily for

Henkel which you mentioned just...

Yes, only for Henkel and you are right sir 11 pli$s
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Okay. And before March, the assets that you hateop block, |
understand it’s difficult to say how much the asseill fetch. But

can we assume like a 100-odd crore is what wilpea@

100 is what we are targeting, because this iswhsit | have put in,
even if there is two grows, | should get 100, Imat biggest is what
we have in our Karaikal manufacturing plant. Butgamtly it's a
running unit and we would be interested in givih@s a running
unit only because there is a more value rather thahestate as a
running unit. So we are working hard. But if | gaten 50 also |

will be satisfied, but 100 is my target sir.
Okay, perfectly fine. Thanks a lot yaar and alwingsbest to you.
Thank sir.

Thank you. Our next question is from the line omreesh

Aggarwal from Motilal Oswal. Please go ahead.
Hi, sir just a couple of questions.
Yes sir.

Sir, the first question is regarding, can you gbagne idea what's
the consolidated debt for Jyothy Laboratories arfthtwis the

average cost of debt?

As of now the overall debt is 539 crores. Andhe tast quarter it
was 10.75%, but right now we have renewed it for23%; we
have renewed just now, in the last month Octobén 2@ renewed

it for three more months, now it is costing at 52@

Okay. So my second question is regarding your sam¢he

businesses which say particularly the Henkel pybar company
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is now having, say in the first half if you look f@egents is nearly
a 100 crore top-line, Personal Care around 84. oking at the

way Detergent market in India is today is with P&B one hand
and Lever on the other hand being aggressive ainctbntext where
do you see your brands like, in particular, HenkairSChampion
and | think you also have mass market brand. Sa wiald be

your strategy and where do you see these brandsetomg against
the big brands of these MNCs?

One is that sir, probably | will not be able tor@ia complete
strategy out in my con call because competitor® aisll be
listening to me. So, I'm sorry to that extent. Budadly, Jyothy is
not taking any big people head on. And Detergentkataeven
though its very clutter market it is 12,000 crorarket. So, there is
a room for everybody to take 5000 crores here #&medet And
Jyothy is the predominantly, in Detergent Powderanes in Kerala
and we are doing extremely well there, and we Hmaen there for
last seven-eight years, and year-on--year we awigg there and
we are making profit also in our Detergent Powdefaa as Kerala,
Ujala is concerned. And we sell about 120 crorediwof Ujala on
an annualized basis in Kerala and in neighboriatest That is as
per Ujala is concerned. We have fought with muttorals in the
past and we will continue to fight in Kerala and are holding on
to our Number One position in the mid segment thdenkel has
come to us to with Henkel, Henko Stain Champion. White and
Chek. Chek is the mass market only in East India.ddhtinue to
work wherever they continue to sell, we continused. We don’t
have any intention of taking the Chek beyond Eadial And Chek
is a 7-8 year old brand. So it has its own brangitgdn Eastern
India and we continue to sell there. And we havedased the

retail price now. So our realization is little etthan what it was
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in the Henkel than in the past. The second oneedrkbBl Stain
Champion which is more like a modern trade-drivénd 40% of

the Henko Stain Champion business comes from trdemarade
and which are all the long-term contracts with mast the

institutional and as you are aware that Henkel'stitutional

business portfolio is about 25% of turnover, bu® Pores come
from the institutional sale. And predominantly @neces from that
and we sell there. The second one is that they fzds® a huge
market coming from canteen stores. So that alsp &ne selling
there. We continue to sell there. And going forwaith Mr. White

and Henko Champion, Chek and Ujala, our objectsviiprotect
the sale wherever they are selling it and contitugrow 10%,
15%, 20% and definitely not taking any big playersa head on.
All our detergents put together now the annualizedover must
be about 450 crores of all the brands put toge®eiit is a sizable
business to work on and because we have producadirety from

in our production, our cost of production is mudteaper when
compared to the competition who are outsourcingsd. we are
competitive and as we have 28 factories in 16 lonat our
operating cost is also to that extent and tranafiort cost to go to
the consumer to that case is cheaper and we anedisge
reasonable money on advertisement. So we are ngietong with

anybody. We are finding it our own place and agylas we get
10% margin, we are extremely happy which we arengiat

presently and gross margin Detergent Powder |asttejuwe have
got 30%. And that's good enough to spend moneyweerasement

and sales promotions.

But sir it means that you want to keep your Detatgportfolio
particularly the Washing Power brands more as henfay and

because you also indicated that you are tryingod bt North and
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Western markets, where they are weak, so will yantinue to play
them, you position them as a niche play even isg¢hmarkets or
when we are trying to capture them, capture the&ketdhere, work
on distribution, so will there be more your somegragsive
approach in promoting the brands and expandingilalision in
these areas?

We will be definitely aggressive in placing theguct, we will be
aggressive in horning the distributors, and evemgthwill be
aggressive. But definitively we will not be aggigeson spending
the money on the brands. And also there is a miradtesand a
market share. Henko Stain Champion everybody incihentry
knows about the product because they have doneonahti
campaign for very-very long time especially in thetros, Henko
is very well known. So when the when the mind shatéere, our
objective is to see whether we can place the ptothen get the
market share. And the second one is that we willrdggonal
players. Mr. White will be only South based and Kehek will
be east based and other places Henko Stain Chanty@oause the
realization of Henko Stain Champion is on upper £8@d, 140 now
we had increased the price. So with that, we festl it can go for
cities and urban metro and also semi-urban. Butwllebe going
very cautiously sir.

Okay sir, thanks a lot.

Thank you. Our next question is from the line otéd3h Chheda

from Emkay Global. Please go ahead.

Hello sir, just one question | had. If you couddl is only scope of
improvement in margins in Henko and the targetedlsgydor

improvement in Henko’s margins?
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Henko Detergent Powder?
Sorry, Henkel.

Sir Henkel, as of now, whatever we have done lthaér hanging
fruits we already plugged and we have got alread$(.56% of
EBITDA margins from (—ve) 4% when we took over thesiness.
So that means a swing of about 15%. The next lexélbe to

increase the retail price and to reduce some daf thewanted
expenditure in the consumer offer is what we amnge Probably
by increase of the retail price and also taking yasame of the
sales promotions at a consumer level, at the tiad®, probably |
may get other 7-8% and with that if I'm able toiagh about 16%
EBITDA margin, and that is the industry norm, whigle will be

able to achieve in the next couple of quarters, sir

Okay. So these two areas should release anotBé&t @nd your

target is 16% over the next two quarters?

That is what our very aggressive working, but tdoenmitment
what we have given to all our analysts if you sgepmesentation,
we had committed 8.8% which is already achieved raext time
my target was 12%. But the moment | start spendir@gmoney
advertisement which we have not done so far aggedgswhich
we want to start from January probably we will sseme

contraction there, but objective is to achieve #igtyou are right.

And just one clarification, you said the consadiéthdebt on the
book is 1139 crores?

No, sir 539 crores.

539, okay, thank you sir.
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Thank you so much. And | see that was the lasstaure for us. |
would now like to hand the call to Mr. Kamath fologing

comments. Thank you and go ahead sir.

Thank you very much too all my analysts’ friendslany more
guestions if you have, you can always contact Neshe is
available in the office on the mail or you can emitme. Thank

you very much.

Thank you so much. On behalf of Jyothy Laborasotignited that
concludes this conference. Thank you for joiningYXsu may now

disconnect your lines. Thank you.



