Gokaldas Exports

Quarter 1 Call

Gokaldas Exports Ltd. Q1 FY-20 Earnings Conference Call

Operator:

Ladies and Gentlemen, good day and welcome to the Gokaldas Exports Ltd. Q1 FY-20
Earnings Conference Call hosted by Prabhudas Lilladher Pvt. Ltd. As a reminder, all
participant lines will be in the listen only mode and there will be an opportunity for you to
ask questions after the presentation concludes. Should you need assistance during the
conference call, please signal an operator by pressing * and then 0 on your touchtone
phone. Please note, that this conference is being recorded. | now hand the conference over
toMs. Charmi Mehtafrom Prabhudas Lilladher. Thank you and overto you Ms. Mehta.

Ms. Charmi Mehta - Prabhudas Lilladher Pvt. Ltd:

Thankyou. Good morning everyone and thank you for joining us on Gokaldas Exports Ltd.
Q1FY-20Results Conference Call. We have with ustoday, Mr. Siva Ganapathi- MD and CEO,
Mr. Sathyamurthy — CFO and Mr. Harmendra Gandhi— VP, Corporate Development. | would
now like to handover the call to Mr. Siva Ganapathifor his opening remarks after which we
can open the floor for Q&A. Over to you sir.

Mr. Siva Ganapathi - MD and CEO, Gokaldas Exports Ltd:

Good morning everybody. Thank you Charmi. It's a pleasure to have all of you on this call
andapleasuretodiscussourQ1lfinancials aswellasthe developmentsinthe industryand
the company with all of you. So, let me get started. Gokaldas Exportsis aleading apparel
manufacturer based out of India with most of our operations in south of India. Last year’s
revenues were Rs. 1,195 crores. And we have about 15 factories manufacturing garments
with 6 value added services ancillary units where we produce things like embroidery,
printing, printing related work, polywadding, washing, etc, which aids the primary
manufacturing facilities which make garments. We are growing. We have marquee
customers. Our customers include the likes of GAP, Banana Republic, Old Navy, Japanese
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customers Styles, Marks & Spencer, H&M, Columbia, American Eagle, so on and so forth.
Several large, branded, global apparel retailers are our long term customers. Our
relationship with our customers are growing. It’s very strong and we are continuing to
expand our relationships not justin terms of productrange, but also interms of expanding
into additional brands that particular apparel company may have. For instance, when we
were working with Old Navy, we extended the relationship to GAP and Banana Republic.
While working with Columbia, we started expanding the relationship to other brands like
Carhartt, so on and so forth. So we are expanding our relationship with our existing
customersas well.

ComingtoQlinparticular,inQlwehadrevenuesofRs. 351.9croresthatwe clocked. It'sa
22% growth over the previous Q1, which is a substantial growth considering how the
industry is doing. So, we are doing really well from agrowth perspective. It's agrowth over
our Q4 revenues as well, which is extraordinary in many ways because seasonality dictates
that usually our revenue peaks in the Q4 quarter mainly because that’s the quarter which
workstoIndia’s strength of spring and summerwear. Butwe have hadagoodquarterinQ1,
thanks to strong customer relationship, excellent execution and nevertheless, a good deal of
planning which helps us ramp up our revenues in Q1.

Our Q1 Net Profits After Tax is Rs. 33.7 crores. This was aided by an extraordinary income of
Rs. 26 crores from the sale of an unutilized asset. We had a surplus land and a factory
building in Hyderabad, which we sold in the 1% quarter in the month of April, and we
realized some proceeds out of it. This is value adding to the company because the particular
assetwas not being utilized and was kind of asurplus asset for us. And by monetizing it, we
caninvestthatinthebusinessaswellforfurthergrowth. Sooverall, Ithinkfromarevenue...
IfIkeepthataside, ifIkeepthe extraordinarytransactionaside aswell, ourgrowthhasbeen
good. Our EBITDA margin, if | adjust for allthese extraordinary items in the quarter, it’s still
about 7.9%. So that’s also healthy and a reasonably good profit margin as well. So
performance wise, we are sustaining the performance that we started over the last several
guarters. We are on a steady growth in topline, as well as a steady improvement in
operating parameters aswell.

If I look at the industry per se, the industry in India continues to show potential and there is
momentum coming out of China where basically, because of their continuous wage pressure
and lack of availability of people pressure as well and also trade related concerns, business is
increasingly being diverted to Bangladesh and Vietnam, followed by India. We are seeing
some early tractions. We hope to build upon it as well and see if we can take advantage of
some of the tailwinds that are available globally. And that augurs well for future growth
as well if we are able to leverage it well.

Asacompany, we are primarily focusing on revenue growth by deepening our relationship
with customers. Last year we added 7 new customers. We are completely focused on
expanding those relationships and growing them. We are working with several other
customers as well ad tey are in the pipeline this year, and as and when we onboard them,
we’llletyou know. Butmany ofthoserelationships are atan advanced stage of discussion.
So the good work is continuing as far as customer relationships, onboarding of
customers as well as revenue growth is concerned. Operational efficiency is an important
agenda forusandwe're



working hard onit. We are continuously focusing onimproving productivity in our existing
factories, while expanding capacity in our existing units as well through the addition of 16
lines etc. We are also exploring new capacity of preferably low cost capacity, which we will
work upon inthe 2" half of this financial year. And continuously investing in infrastructure
in terms of upgrading our existing infrastructure. So machinery modernization, improvement
in work practices and processes, etc. are continuing in full swing.

So overall, | am reasonably confident of sustaining the performance that we have begun the
year with, and hope to carry on the good work that we are doing. | also would like to
inform you that ICRA, most recently did give us an upgrade in our credit rating. We were
BBB- stable outlook. We have now been rated as BBB+ outlook. So it’s a good sign that ICRA
believes that our consistent improvement in operating and financial performance has really
lead to improve our rating for now. So that’s also an encouraging sign and a positive
endorsement from the credit rating agency.

Sooverall, 'm happy with the performance and we hope to continue the good work that we
have done. Thank you very much and I’'m open to any questions.

Operator:

Thank you very much. We will now begin the Question and Answer session. Anyone who
wishes to ask a question may please press * and 1 on their touchtone telephones. If you
wish to remove yourself from the question queue, you may press * and 2. Participants are
requested to use handsets while asking aquestion. Ladies and Gentlemen, we’llwait fora
moment while the question queue assembles. The first question is from the line of Sudhir
Beda from Right Time Consultants. Please go ahead.

Mr. Sudhir Beda - Right Time Consultants:

Good morning sir and congratulations on a superb set of numbers, particularly super growth
intopline considering the lean quarter. Sir, | have a couple of questions sir. Hello?

Mr. Siva Ganapathi - MD and CEO, Gokaldas Exports Ltd:

Yes, please continue.

Mr. Sudhir Beda - Right Time Consultants:

Firstis, lasttimeinthe Q4 concallyou had stated that revenue growthwould be 16%for FY-
20 and margin would be in the range of 9-10%. So in view of this strong topline growth in
Q1, willyou upgrade your revenue growth? And margin was slightly below 8%. So would it
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be, atthe end of the year because Q3 and Q4 would be good quarters... sowould it be 9-
10% then? That was my first question. And second, there is a 400% increase YoY on
depreciation and amortization. Due to that the profit has gone down | think. Otherwise the
profit would’ve been much higher. So how that cost has gone up? Q on Q it has gone up
by 100% and YoY it has gone up by 400%. So can you clarify that?

Mr. Siva Ganapathi - MD and CEO, Gokaldas Exports Ltd:

Okay, so to answer your first question, what is the expectation of revenue growth - we will
continue to work on growing faster than what we have indicated in the past. That’s always
an effort from the company’s side. The 1%t quarter is a good indication with a 22% growth.
We have started well. We intend to keep up the momentum. We will continue to work
towards a high growth. So when | said 15%, we will put in our best efforts to grow better
than that through the year. As far as profitability is concerned, you are right! In the 15and
2" quarter, usually the profitability is low because of the product mix that we work with.
These are products which have got high material content. These are jackets and outer wear.
So the manufacturing margins relative to the revenue will be slightly lower. That's a
historicaltrendthatwe have. Andthatreversedin Q3 and Q4 where we switchto springand
summer wear, where most of the raw material that we use for the production are India
sourced, which also allows us to get the full complement of export incentive, unlike in Q1
and Q2 where we import a lot of fabric and material where we don’t get the full export
incentives as well. So there is a combination of factors out there. But it suffices to say that
Q3and Q4 margins are generally healthier than Q1 and Q2. So going forward for the year,
we will see anoverallmarginimprovementthatis purely because of the product mix aswell
as the seasonality that accrues to us. Regarding your question on depreciation and
amortization, the real issue is that Ind AS 116 requires us to recognize rented properties, and
several of our factories are in rented premises. Earlier we used to charge off the rent
expenses above the EBITDA line. Now we have to capitalize it and then depreciate and
amortizeit. Sotheline items are because of Ind AS regulations which has come from April,
andhasresultedinrentexpenses moving downto depreciationand amortizationitems. So
ithasgotaverylittleimpactata PBT and PAT level. But EBITDAwill be slightlyimprovedto
the extent of about Rs. 7 odd crores...Rs. 7.2 crores because of the higher... because the rent
expenses has now been capitalized and considered as depreciation and amortization. So that
explains the higher depreciation and amortization.

Mr. Sudhir Beda — Right Time Consultants:

Okay, thank yousir.

Operator:

Thankyou. Thenext question is from the lineof Hardik Solanki from Moneybee Group.
Please go ahead.



Mr. Hardik Solanki — Moneybee Group:

Good morning sir. Congratulations on good set of number. Sir basically | just want to
understand, employee costs are going up, that is one. Secondly, as you mentioned, the rent
expenses would be considered below EBITDA level. Soifyou compare EBITDAto EBITDA for
the previous quarter, if we even consider the remaining cost, the other expenses have
goneup. So can you just help me understand that metrics?

Mr. Siva Ganapathi - MD and CEO, Gokaldas Exports Ltd:

Your first question is employee expenses, correct?

Mr. Hardik Solanki —Moneybee Group:

Right.

Mr. Siva Ganapathi - MD and CEO, Gokaldas Exports Ltd:

Employee expenses has gone up because of a few reasons. One, our wage cost increased
from Aprilto the extent of variable DA increase, which has gone up by Rs. 1.4 croresin this
guarter over last year. That’s because there is a 5% DA increase which the government
mandated for all the labour force. We have also provided another Rs. 5 crores for any
expected wage revisions. There is no...the minimum wage revision has not happened. There
is no clarity on the timing and when it will happen as well. But from a prudent accounting
policy and accounting principle perspective, we have provided an additional Rs. 5 crores in
this quarter for a future wage increase, which might be effective from April. So we have
been conservative, in that sense, in this quarter. So that as well has increased the wage cost.
We have also had another Rs. 1 crore extraordinary cost item which has come through
because of an excess reimbursement that we got on a PMRPY scheme - Pradhan Mantri
Rojgar Protsahan Yojanawhere they provide us some benefits for PF and ESl forfirsttime
employees. So we used to take declaration from employees who were first time employees.
However, the government when they did a scan using Aadhaar card, etc, some of them
turned out to be not the first time employees and a lot of industry people got notice saying
that there has been an excess benefit of transfer, which also got reversed. So a combination
of all of thisincreased our employee costin this financial year. | hope that explains.

Mr. Hardik Solanki —Moneybee Group:

Yeah. If you can also explain us more about the impact of Ind AS. And secondly, the revenue
has gone up. So | just want to understand whether the product mix has gone up,
material utilization has gone up or | came up with some new expansion of improving
material utilization efficiency...how?



Mr. Siva Ganapathi - MD and CEO, Gokaldas Exports Ltd:

Soit’s a combination of all of the above. The product mix has changed. Usually in Q1 we
produce more of outer wear which is not a higher realization or realizable value, because
these garments are more expensive. They are $25-30 dollar garments. So these are
expensive ones. The second point pertains to your export incentives as well, where if the
material content and if the FOB values go up... and we had higher RoSCTL which camein
the month of March, we had little benefits on account of that. The third is from a pure
production perspective itself. We added incremental lines in our existing factories. Over the
last year, we expanded our lines by about 12% and that growth is continuing in the 1%
quarteritself. Inthe 15t quarterwe had another 3%increase in capacity. Thisis notincluding
the capacity increase due to productivity increase. So our productivity also increased
through the quarter by about 3%. So all of this is contributing to a better output resulting in
higherrevenue. And obviously, improvementin productivity, etc also helps from amargin
perspective.

Mr. Hardik Solanki —Moneybee Group:

Also, what would be our current capacity utilization rate?

Mr. Siva Ganapathi-MDand CEO, Gokaldas Exports Ltd:

Our factories are going on full capacity. Fully utilized.

Mr. Hardik Solanki —Moneybee Group:

Okay. Thanks. We'll get back in queue.

Mr. Siva Ganapathi - MD and CEO, Gokaldas Exports Ltd:

Thank you.

Operator:

Thank you. The next question is from the line of Vipul Shah, an individual investor. Please go
ahead.



Mr. Vipul Shah (Individual Investor):

Hi, good morning sir. Congratulations for good numbers. My question is, designs are
provided by clients or are some garments also manufactured as perour designs also?

Mr. Siva Ganapathi - MD and CEO, Gokaldas Exports Ltd:

Our designs are usually provided by the customers. That is because the product risk is
usuallytakenbythe customer. Sowhenwe supply X number ofgarmentsto ourcustomers,
ifitsells oritdoesn’t sell, that’s the customer’s lookout. We don’ttake any risk. We get paid
in full for the amount of garments that we have supplied to them. So they obviously would
have to have a big say in the design that goes in, because they are taking the product risk.
Having saidthat, there is alot of design inputs that we provide to our customers. And many
of our customers are relying on our designs, practically because we can contribute toitand
alsowe canoptimizeitduringthe construction phase and manufacturing phase. So lwould
reckon that about 10-15% of the products go with our design, but a larger majority of them
go with the customers’ designs.

Mr. Vipul Shah (Individual Investor):

And sir secondly, how do you measure productivity? I’'m curious to know how you can
guantify the jump in productivity, you mentioned 3% increase in...

Mr. Siva Ganapathi - MD and CEO, Gokaldas Exports Ltd:

So the way it works is that, we have a standard time taken for manufacturing a particular
garment of a particular style. Our industrial engineers compute it, and then determine that...
Let’s say this particular shirt takes 21 minutes to make, for example, depending on the
construction, the number of pockets, flaps, plackets, etc. Nowbased onthat, we look atthe
number of work stations that are there in the assembly line, we look at how many people
areinvolvedin manufacturingit. Andin ashiftthere are 8 hours of 60 minutes each. So 480
minutesare availableinshift. So480 minutestimesthe numberofworkersisthe production
outputavailable orthe numberofminutesavailable. Andhowmanyshirtsare produced, will
indicate what is the kind of output I’'m getting from the line v/s how many shirts should be
produced based on the 30 minute time taken to manufacture. So basis this, we calculate
what is our productivity. And we work on continuously demanding higher and higher
productivity. So effectively what it means is, based on a particular assembly line, we
determine that for this assembly line, for this product, | need an output of 600 shirts or 680
shirts or 700 shirts, depending on it.

And if  am producing you know more than that or less than that it you know we determine
the productivity level.

Mr. Vipul Shah — Individual Investor
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Okay, and what is the progress for relocating some of your factories to remote locations
where you have a lower cost advantage?

Mr. SivaGanapathi—Managing Director & CEO, Gokaldas Exports Limited

Ourendeavor istoincrease capacity or put up new capacity in lower costlocations and we
are actively working towards that. So you will get to know more, as some of these
initiatives fructify. While in the existing locations you know today half of our factories arein
Bangalore and the other half of the capacities are in smaller towns in Karnataka and
Andhra Pradesh. So in our existing locations wherever feasible we have continued to expand
where additional capacities can be built up by adding more lines within a building or even
adding a shed in our existing factory campus, we are doing that. That incremental cost for
thatis verylow, so you knowto that extenta Brownfield expansion we are being, you know,
we are considering in any locations available. As long as all the factories are profitable |
don’'t see any reason for us to shift capacities out of our existing facilities. So
incremental capacities will come in low cost location. There is no reason to tinker around
with existing capacities as long as they are profitable.

Mr. Vipul Shah — Individual Investor

Okay, sir, thank you and all the best for the future.

Mr. SivaGanapathi—Managing Director & CEO, Gokaldas Exports Limited

Thank you.

Operator

Thank you. A reminder to all the participants, anyone who wishes to ask a question may
please press * and 1 on their touch tone telephone. The next question is from the line of
Sarvesh Gupta from Maximal Capital. Please go ahead.

Mr. Sarvesh Gupta, Maximal Capital

Thank you, sir, for taking my question. Sir, first this depreciation item, so what you are
saying around 7 crores was paid as rentbut has been accounted in depreciationline.

Mr. SivaGanapathi—Managing Director & CEO, Gokaldas Exports Limited
Again you said 7, can you repeat the question.

Mr. Sarvesh Gupta, Maximal Capital

Yeah, just one second. Hello, can you hear me?

Mr. SivaGanapathi—Managing Director & CEO, Gokaldas Exports Limited
Yes, | can hear you.

Mr. Sarvesh Gupta, Maximal Capital

Sir, my question was you said around 7 crores in fact in depreciation line is because of the
rent paid.



Mr. SivaGanapathi—Managing Director & CEO, Gokaldas Exports Limited
That is correct, tell me.

Mr. Sarvesh Gupta, Maximal Capital

What was the equivalent rent amount in the previous same quarter last year.
Mr. SivaGanapathi—Managing Director & CEO, Gokaldas Exports Limited

Soourrentsare, youknowabout9.4 crores,and depreciationand sothe way IND ASworks
and you know my CFO probably can clarify it better you know this question, the rent is
about 9.4 crores per quarter, the way Ind AS 116 adjusts itis that they capitalize the rent,
the accounting norms require us to do so from April 1, 2019 onwards, and then we do a
depreciation and amortization of the capitalized amount along with an interest as well,
because there is a cost of money which also needs to be you know taken out. So
depreciation increases by about 7.2 crores and another interest cost for this also increases
by 1.6 crores. So effectively the rent expense which goes away from above the EBITDA
line is nullified by depreciation and interest which increases below the line, below the
EBITDA line.

Mr. Sarvesh Gupta, Maximal Capital

When you had guided for 9% margin, you had guided it as per Ind AS because that's a
substantial benefit that you are having on the EBITDA margin.

Mr. SivaGanapathi—Managing Director & CEO, Gokaldas Exports Limited
So I am not, when we were talking last year we were not considering all of this, thisis an
accounting related, you know, change. We have to follow the accounting standards, but

when we were talking about the percentage margins we were not considering all these
changes.

Mr. Sarvesh Gupta, Maximal Capital
So you stand by your 9% EBITDA margin...
Mr. SivaGanapathi—Managing Director & CEO, Gokaldas Exports Limited

We will work towards it, and as | said going forward Q3 Q4 usually there is a bit of a margin
improvement....

Mr. Sarvesh Gupta, Maximal Capital

That | understood, sir.

Mr. SivaGanapathi—Managing Director & CEO, Gokaldas Exports Limited
Certainly subject to, sorry.

Mr. Sarvesh Gupta, Maximal Capital



Thatlunderstood, sir, my question is you are talking about 9% adjusted EBITDA margins,
when your current margin in this quarter is around 6%, not 8.3% because of the rent

benefits. So that 9% guidance stays even with the 6% performance in Q1, is that
understanding right.

Mr. SivaGanapathi—Managing Director & CEO, Gokaldas Exports Limited

Somyunderstandingisthe current EBITDAmarginis 7.1%, not 6%, butwe canlook atthat
offline. Having said that we are working towards, you know better margins. Keep in mind
thatthere has also beenwage related provisions thatwe made this quarter of an additional
5crores. Sothatalsohasanimpactofabout1.4 % margin. Sothere are, these points which
also we are working with going forward.

Mr. Sarvesh Gupta, Maximal Capital

Understood, so basically your guidance would be some 10 to 10.5% on a current accounting
provision.

Mr. SivaGanapathi—Managing Director & CEO, Gokaldas Exports Limited
107?
Mr. Sarvesh Gupta, Maximal Capital

Yeah, because 9 will, 9 was your earlier guidance and then you are getting around 1.5%
benefit because of the Ind AS adjustment so you were [8.3%] is that the right
understanding, sir?

Mr. SivaGanapathi—Managing Director & CEO, Gokaldas Exports Limited

So, we are working towards it as | said and we will work towards that direction, a lot
depends on you know how the wage movement happens, minimum wage movement
happens, as well as you know how the incentive schemes also work out going forward
because there is a lot of work that is going on with the government on sustenance of the
incentive scheme, soitis all subject to some of those variables, yes.

Mr. Sarvesh Gupta, Maximal Capital

Understood. And, sir, secondly this property which we sold that was, that is in Bangalore,
the 20 crore benefit that we got.

Mr. SivaGanapathi—Managing Director & CEO, Gokaldas Exports Limited

It was inHyderabad.

Mr. Sarvesh Gupta, Maximal Capital

So, sir, because we have 50% of our capacities in Bangalore which is a very high cost location
in terms of the real estate value. Is there is a plan to kind of gradually sell all these

manufacturing areas and capacitiesin such aneighborhood and move to much lower cost,
because that can give us substantial unlocking on real estate in some way if we have own

property.
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Mr. SivaGanapathi—Managing Director & CEO, Gokaldas Exports Limited

See, whenyou talk of shifting, itis actually shutting down a capacity and building up a new
capacity, you have to view it as two different events. Now building up a new capacity in
lower costlocationis ano-brainer and we must continue to do it. Question of shutting down
an existing capacity occurs when you feel the existing capacity is non-profitable, you know,
per se. If lam, if my existing facilities in Bangalore are also financially remunerative, | don’t
seeanyreasonforustoshutitdown, untiland unless you know circumstancesforces usto
do that, when the wage increases beyond a point, or there are certain other market
related events, which impact the profitability of those factories. Atthe moment | don’t see
the need for that. So incremental capacity will come in different low cost locations.
Shifting per se which means shutting down an existing facility, will be done only when the
need arises, at this point you know, the factories are profitable.

Mr. Sarvesh Gupta, Maximal Capital

And, sir, my understanding of this minimum wage which the government trying to come
with minimum wage for the entire country, my understanding would be that there was the
lower cost real estate would probably stand to lose much more because there the wages
wouldbe high sotherethe competitive advantageswould go. Nowgiventhatwe are mostly
in South India where the income is generally higher than the median income of the entire
country, so we should not get affected as much because the minimum wage for the entire
country would probably be lower than the minimumwage which is already in existence for
these South Indianstates.

Mr. SivaGanapathi—Managing Director & CEO, Gokaldas Exports Limited

Please keep in mind that you know there is always the clamour from the labor force to
increase minimum wage regardless of where we are. So south India, yes, has higher
minimum wages compared to many other parts of India. Having said that even here, the
labourforce would pushand expectaproportionate increase inminimumwages andthatis
what we have seen. Generally there would be a political pressure on the government to
increase minimum wage, and usually the government will also be very sympathetic to the
labour force whenitcomes to increase in minimum wage, because after all itis going from
the private sector companies’ pockets. So obviously you knowwe will have to find away to
handlethisbutthe pressure onminimumwage goingupregardlessofwhereitis currentlyis
there and willhappen.

Mr. Sarvesh Gupta, Maximal Capital

Understood, sir, and given that, sir, are we also contemplating putting up like many of the
Indian textile exporters orapparel exporters have put up facilities in Bangladesh, Vietnam,
etc. so are we also thinking on those lines where we can put up some capacity outside of
India.

Mr. SivaGanapathi—Managing Director & CEO, Gokaldas Exports Limited

Sotheseare allinthe strategic realm at this point in time, we have not taken a call one way
or the other on this.

Mr. Sarvesh Kumar, Maximal Capital
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Understood, sir. Sir, one final question the gross percentage say | have not been tracking this
earlier, but in FY19 your gross profit margin looked to be much higher compared to the
previous four years, as per the presentation. Any particular reason of the same.

Mr. SivaGanapathi—Managing Director & CEO, Gokaldas Exports Limited

That is because we worked on improving our productivity, improving our consumption
norms, etc. So a lot of efficiency related you know metrics improved in FY19 over the
previous years, so that's why you find FY19 gross profit margin to be a bit better.

Mr. Sarvesh Gupta, Maximal Capital
So that is sustainable, sir?
Mr. SivaGanapathi—Managing Director & CEO, Gokaldas Exports Limited

You know it is sustainable to the extent as | said you know when you look at gross profit
margins if there is pressure on let’s say pricing, then your gross profit margin may come
down.Whywouldapressure on pricing happen, itmay happenwhenthe customertendsto
reachinto your forex advantage or you know depreciating rupee. If your material cost you
know we are able to negotiate or we are able to bring it down and then there is we are a
positive contributiontogross margin. Sothereisacombination ofallthesefactors alwaysat
play, our effort will be to sustain it as far as possible. You know but there will always be a
counter pressure in order to eat onit, eat upon it as well by the customers, by pushing fora
lower pricing. Keep in mind at the end price of the governmentin the customer market are
notgoing up, onthe contrary there is a slightly you know downward pressure on those. So
somewhere or the other, you know the pressure of that will be, people will try to shift.

Mr. Sarvesh Gupta, Maximal Capital
Thank you, sir, and | will try to join back in the queue.
Operator

Thankyou. Ladies and gentlemen, in order to ensure that managementis able to address
guestions from all the participants inthe conference, please limit your questions to two per
participant. Shouldyouhave afollowup questionwe requestyoutorejoininthequeue. The
next question is from the line of Mr. Keyush Shah from MK Global Financial Services, please
go ahead.

Mr. Keyush Shah, MK Global Financial Services

Thankyou, sir. Sir, you had mentioned earlier that you are running at about 100% capacity
utilization and you expecttogrowby 12 to 15%, thatiswhatyou aim at. So lwaswondering
whatkind of capacity expansionyou are planning forand whatwould be the capexrequired
for the same.

Mr. SivaGanapathi—Managing Director & CEO, Gokaldas Exports Limited

Okay, so obviously capacity expansion will be in line with this year’s growth and the next
year’s growth. A large part of this year’s growth will be taken care of by the incremental
capacity that we are adding in all our, in many of our existing factories while we will start
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working on you know new capacities for next year’s growth as well that is FY21 growth, we
are looking attwo factories at the moment, you know and a lot of work has happened but it
has not reached a stage of fruition. So it is all work in progress where we are looking at
additional factories. If we are looking at brand new factories we are talking of a capex of the
order of 40-45 crores for two factories. Having said that a lot of it will be incurred this year,
some of it will be incurred in the next financial year as well. In addition to that there will be
some capex close to 20 crores in modernizing our existing factories as well. So upgrading our
machinery, orbringinginautomation etc. Sosome ofthat capexwillalso gointo ourexisting
facilities, so that’s the plan for now.

Mr. Keyush Shah — MK Global Financial Services

Okay, what about this incremental lines that you are speaking of for this year, how much
would that capexbe?

Mr.SivaGanapathi—Managing Director & CEO, Gokaldas Exports Limited
That capex would be very, very minimal because you know there is no factory or building,
etc. thatis required for 15 lines, it will only be the cost of machinery for those lines so their
incremental capex let’'s say give me a moment, so about 8 crores will be required for
Brownfield expansion.

Mr. Keyush Shah — MK Global Financial Services

Andwhat kind of capacity are you expecting toincrease for FY 21, same about 15%?
Mr.SivaGanapathi—Managing Director & CEO, Gokaldas Exports Limited
Yes, 15 to 20%, yes.

Mr. Keyush Shah — MK Global Financial Services

Okay, andthis 20croresformodernizing ofyourexistingfacility thatyouwouldincurin FY20
or21?

Mr.SivaGanapathi—Managing Director & CEO, Gokaldas Exports Limited
FY20.
Mr. Keyush Shah — MK Global Financial Services

Okay, and do you mean how do you expectto manage your working capital going ahead,
like what is your aim for that?

Mr. SivaGanapathi—Managing Director & CEO, Gokaldas Exports Limited
Sowe haveworking capitalfinancing linefromthebank, soasthe businessgrowswe doget
working capital funding from them. And we also have internal accruals from operations. So

all of that will take care of our working capital requirements going forward.

Mr. Keyush Shah — MK Global Financial Services
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Okay. You are saying that it will be at similar levels for this year as well.
Mr.SivaGanapathi—Managing Director & CEO, Gokaldas Exports Limited

Because as you can see that our working capital, we have tried to shift our working capital
date inthe business so we have already brought it down close to 95 days now in terms of
working capital that is deployed in the business. We will try to keep it within that or
continue to work towards tightening it to the extent possible, you know, we are well closer
to doing that.

Mr. Keyush Shah — MK Global Financial Services
Okay, that’s it from me, thank you.
Operator

Thank you. The next question is from the line of Jayant Mamania, from Care Portfolio
Managers. Please goahead.

Mr. Jayant Mamania, Care Portfolio Managers

Yes, sir, congratulations for the robust sales of revenue growth.
Mr.SivaGanapathi—Managing Director & CEO, Gokaldas Exports Limited
Thank you.

Mr. Jayant Mamania, Care Portfolio Managers

Sir, during last5-10 yearsthe company was into bad financial shape, so due maintenance
costmustnot have been provided, do youthink the machineries areinabad shape and will
require more maintenance cost than other competitors.

Mr.SivaGanapathi—Managing Director & CEO, Gokaldas Exports Limited

Good question, actually the answer is correct, not much of capex has gone into the company
in the past resulting in a bit higher maintenance cost, and bit higher levels of machinery
breakdowns that has happened for us. We have been managing it very well, by improving
our maintenance protocols strongly. That’s the reason why both last year and this year we
are continuing to invest in upgrading our existing machinery as well which will help in
you know bringing it to par levels you know going forward. So continuous investment in
upgrade or machinery modernization will be called for, as it not only improves, | mean
reduces maintenance cost that is the small pay off from the whole thing, it really
improves productivity and really improves quality of the product, and thereby it pays off
very quickly, that is a much higher level of productivity that comes with it, and much
lower extent of wastage. And that’s the reason why machinery modernization is required
andanimportant task for us to do.

Mr. Jayant Mamania, Care Portfolio Managers

Sir, since lastyearwe continuously focusing onreducing the operational cost, sowhatkind
of scope still is there to reduce our expenses.
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Mr.SivaGanapathi—Managing Director & CEO, Gokaldas Exports Limited

See, productivity has to go up and we are continuously working onit, soforinstanceifaline
was producing 1000 garmentsfor example of a particular type, iflam able to produce 1050
garments | have reduced my cost per garment, correct, because my manufacturing cost has
come down. Now can | stretch it beyond, answer is yes, and so effectively can | get an
additional 5to 7% incremental productivity fromthe existing system, and the rest you know
we are working towards it. We are somewhat confident that we will be able to pull it off
overandabovethe productivityincreasesthatwe have done sofar. Itwillrequire machinery
modernization as well and that’s what we are doing as we speak and that will help us get
that incremental productivity.

Mr. Jayant Mamania, Care Portfolio Managers

Sir, last question. At present we are not into tax net, so when we are expected to come in
the income taxnet.

Mr.SivaGanapathi—Managing Director & CEO, Gokaldas Exports Limited

So our belief is that in FY20 we may not be in the tax net, we could be intax netin FY21.
Satyamurthy, you want to add something here.

Mr. Satyamurthy — CFO, Gokaldas Exports Limited

Alreadywe areinMAT rate, we are already charged and we have paid MAT inthisyearitself,
forthe nextyear, we are taking a MAT Tax creditin this year, next year definitely we will be
into the taxbracket.

Interviewee

Okay, thank you, thank you.

Operator

Thank you. The next question is from the line of Govind Sabu from India Nivesh PMS, please
go ahead.

Mr. Govind Sabu, India Nivesh PMS

Sir, | just wanted to know the gross debt figure, and the breakup of the debt plus the bill
discounting whatever facilities outstanding as on the quarter end.

Mr. SivaGanapathi—Managing Director & CEO, Gokaldas Exports Limited
Satyamurthy, you want to go ahead.
Mr. Satyamurthy — CFO, Gokaldas Exports Limited

My gross debt is 405 crores, of which 95 crores is post shipment, that is my net debt if you
really remove the bill discount and my fixed depositwe are around 163 crores level.

Mr. Gobind Sabu, India Nivesh PMS
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S0 405 crores include your post shipment 95 crores.

Mr. Satyamurthy — CFO, Gokaldas Exports Limited

Correct.

Mr. Gobind Sabu, India Nivesh PMS

And balance 3107?

Mr. Satyamurthy — CFO, Gokaldas Exports Limited

And 310isinthe form of pre-shipment aswellas my overdraftfor my domesticreceivables.
Mr. Gobind Sabu, India Nivesh PMS

Okay, gotit. So 95 crores is the bill discounting which you are saying.

Mr. Satyamurthy — CFO, Gokaldas Exports Limited

Correct.

Mr. Gobind Sabu, India Nivesh PMS

Sir, my second question is what is our cash flow from operations during the quarter.
Mr. Satyamurthy — CFO Gokaldas Exports Limited

40 crores, 41crores.

Mr. Gobind Sabu, India Nivesh PMS

41 crores, okay. And how much is it from the release of working capital?

Mr. Satyamurthy — CFO, Gokaldas Exports Limited

No, infact we deployed itin working capital close to 35 crores, in this quarter, because we
have producing and since the order book is much better and to the extent the inventory we
are, andthereceivables has gone up inthis quarter, it getsreleased inthe next quarter.

Mr. Gobhind Sabu, India Nivesh PMS

Okay, so 35 crores, sol mean the cash profitwould be 41 plus 35, right, the operating cash
profit.

Mr. Satyamurthy — CFO, Gokaldas Exports Limited
The operating cash profit is 41 of which 35 has been deployed.
Mr. Gobind Sabu, India Nivesh PMS

35hasbeendeployedso6isthe cashflowfrom operations, netcashflowfromoperations.
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Mr. Satyamurthy — CFO, Gokaldas Exports Limited
Correct.
Mr. Gobind Sabu, India Nivesh PMS

Sir, my second question is from the business side, so, sir, since cotton prices are quite highin
India as compared to globally. Is it having any impact on our business.

Mr. SivaGanapathi—Managing Director & CEO, Gokaldas Exports Limited

At the moment no, because as soon as we get an order we place you know, we price in
whatever is the raw material price in the order and pass it on to the customer, so if cotton
prices are highthenyouknowthe customer ends up bearing the higher cost of cotton price.
We don’t take it on our books.

Mr. Gohind Sabu, India Nivesh PMS

Butis India that way becoming a cost| mean a costlier destination as compared to the rest
of the world because of higher cotton prices, for your customers.

Mr. SivaGanapathi—Managing Director & CEO, Gokaldas Exports Limited

See, again Indian cotton quality is also good so it all depends on cost versus quality, right. So
that factor has to be kept in mind and also India is able to cater to you know lead time
requirements of first fashion customers a bit better than say Bangladesh which has got
congested ports and others to deal with. So having said that you know the cost of
manufacturing in Bangladesh is far, far lower than that of India, it will continue to be below
that of India. Vietham also enjoys a little lower cost particularly when going into certain
countries where it has got an FTA advantage or Free Trade Agreement advantage, so both
Bangladesh and Vietnam have got certain cost benefits from inherent perspective as well as
FTA perspective which India lacks. So that’s the reason why Indian apparel manufacturers
look at specific areas where we are competitive for example, exports to the US or fast
fashion etc, where we have certain strengths of our own, and that’'s where we draw our
business from.

Mr. Gobind Sabu, India Nivesh PMS

Okay, thank yousir.

Mr. SivaGanapathi—Managing Director & CEO, Gokaldas Exports Limited
Thank you.

Operator

Sir, are we done with the questions?

Mr. SivaGanapathi—Managing Director & CEO, Gokaldas Exports Limited
Hello.

Operator
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We move to the next question which is from the line of Ashwin Reddy from Samadva
Investments, please goahead.

Mr. Ashwin Reddy, Samadva Investments

Hi, good morning, thank you forthe opportunity. | have afew questions. Firstly can youtalk
about the gross margins on what we expect on an annualized case, because | understand the
but what should we expect the annualized margins to be in FY20.

Mr. SivaGanapathi—Managing Director & CEO, Gokaldas Exports Limited

So, you know, our current gross margin is about you know 46%, we are expecting itto go
upto about 49% or even we willtry to pushitto 50% if possible, by the time we go to Q3Q4.

Mr. Ashwin Reddy, Samadva Investments

Okay, so and when you say gross margins, you don’t include government incentives, is it, or
how do you measure the gross margin from your end because | have a different number
somehow.

Mr. SivaGanapathi—Managing Director & CEO, Gokaldas Exports Limited

So, itdoes notinclude the governmentincentives, governmentincentivesis outside of the
gross margin, that's the way we calculate.

Mr. Ashwin Reddy, Samadva Investments

Okay, understood. So and linked to that because there has been some recent news about
government changing theimportincentives, right, Imeanto beinline withthe World Trade
Organization norms, there has been some talk about government trying to change export
incentives, so what would be the, what would be the effect of that on our numbers on the
net incentive that we get.

Mr. SivaGanapathi—Managing Director & CEO, Gokaldas Exports Limited

So the expectation is that MEIS which is currently amounting to 4% of our export sales,
is goingto continue until December 2019. All efforts are onto seeif we can extenditfurther
as it impacts the competitiveness of the Indian industry as a whole, and it definitely
impacts competitiveness vis-a-vis other countries. So at this moment there is no
clarity on the continuation of MEIS of 4% beyond December 2019, we are working onit. It
isanimportant element in the profitability matrix for us. So efforts are on it. So that’s the
only risk at this moment from an export incentive perspective.

Mr. Ashwin Reddy, Samadva Investments

Butcanthatbe compensated by some otherincentivesbecauseforthekind of marginsthat
we enjoy in this business, it can be abig load to the entire industry l mean in case thatis not
compensated by some other mechanism.

Mr. SivaGanapathi—Managing Director & CEO, Gokaldas Exports Limited
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That’s correct, andthat’s the reason why the textile ministry and commerce ministry and all
are working onit, and obviously one of the ways is to look at some other alternative means
to provide that same incentive going forward. Work is going on with the ministries
concernedbecausetheyhavetotakeitupwithWTO and getitallthrough, and soyouknow
it can be identified in all of that but it is all WIT.

Mr. Ashwin Reddy, Samadva Investments

Fairenough, gotit. Sojustto understandthisagain, soyou have beeninthisindustryandin
this company for two years, so | am just curious has there been any change in terms of the
engagement that you or the industry has had with the government in terms of the
government being more receptive or less receptive to the industry as such because industry
has actually been dealt a rough hand for the last so many years, but | am just trying to say
how it is changing or how does one think about it.

Mr. SivaGanapathi—Managing Director & CEO, Gokaldas Exports Limited

The industry like any industry is continuously engaged with the government and we are
having our dialogues with the government all the time, the government is also very
supportive as well and understanding of the issues. Obviously the government has also its
own issues to take care of as well as globaltrade you know understanding thatneedsto be
factored in. so nothing as much has changed from a level of engagement with the
government,ithasbeen good and continues to be good.

Mr. Ashwin Reddy, Samadva Investments

Andmy lastquestion, thisisonthe companyand sothe companyhasclearlybeenonapath
of improvement and it has kind of probably kind of things have stabilized and things are
looking much better now. So foryou andreally for usinvestors what are the key milestones
tolook forward to inthe next one two years wherein we can, wherein you can showthatthe
company has movedtothe nextlevel of growth orthings are becoming better. What are the
key milestones you would kind of want us to look out for.

Mr. SivaGanapathi—Managing Director & CEO, Gokaldas Exports Limited

So you know customer diversification would be a good milestone looking at capacity
expansion in terms of effectively leading to higher revenue growth is another milestone.
Productivity improvement is yet another milestone so, you know, some of these are good
milestonestolook at some things from alongerterm perspective would be, you know, how
well are you diversifying into low cost locations because that's where your continued margin
sustainability will be there. So, you know, those are some good microphones to watch out
for.

Analyst

Okay, all right, thank you so much and good luck.
Management, Gokaldas Exports Limited
Thank you.

Operator
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Thank you. The next question is from the line of Saket Kapoor from Kapoor & Company.
Please go ahead.

Saket Kapoor, Kapoor & Company

Yes, thankyou sirforthe opportunity, andit'snowgood noon sir. Firstly sir, if you could give
usthe geopolitical break up for the revenues, which geographies are we catchingto?

Management, Gokaldas Exports Limited

Okay. So, our export is almost about 80% of our total revenue and out of our exports, you
know, US is about 70% and followed by Europe and Asia. Europe will be closerto 15% or
thereabout and the rest will be other countries a wide variety of other countries.

Saket Kapoor, Kapoor & Company

You were telling that 80% of the 100% of the revenue, 80% skewed towards exports.
Management, Gokaldas Exports Limited

Correct.

Saket Kapoor, Kapoor & Company

And out of that 80%, 70% is US. Sir US now being a protectionist nation under the current
administration how well are we positioned sir?

Management, Gokaldas Exports Limited

So,youknow, forthemomentldon'tseemuchofathreatasfaras protectionrelatedissues
are concerned, because all the products that we produce and supply to the US go with full
duty. So, there is no duty protection which US is offering to there you know, there is a
potential risk of you know, the subsidy or some advantage being given to us being pulled
back. There is no such risk whatsoever from the product that we supply to the US or any
other country. So, we are having zero you know, benefits that are being given by the buyer
countries. So, from that perspective, | don't see any problem now, if US goes through a
recession or some other problem of that nature happen, it may have a cascading effect on
the exports into the US, in which case we may have to look at diversification to other
countries.

Saket Kapoor, Kapoor & Company

Okay and what is the GST rate applicable for us?

Management, Gokaldas Exports Limited

Is your question, what is the GST applicable?

Saket Kapoor, Kapoor & Company

Yeah, yeah GSTrate applicable andthe input creditpartalso sirwhatisthe netimpactsir?

Management, Gokaldas Exports Limited
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For GSTis (5% and no GST) we get the credit back for exports. So, there is no issue
from a GST perspective, except from a working capital blocking perspective.

Saket Kapoor, Kapoor & Company

Right sir, we find that as of now, sir this exchange party is also adding a larger part to your
profit duty if we take for this quarter gain on account of foreign exchange...

Operator

| am so sorry to interrupt Mr. Kapoor the queue is really long | would request you to come
down to thequeue.

Saket Kapoor, Kapoor & Company

I have not asked my second question sir because we are allowed to...
Operator

Yes sir.

Management, Gokaldas Exports Limited

Okay. So, justto... Iwill probably answer this question, and then we will move on youknow,
when you talked of exchange gains that is because purely from a ForEx perspective, butkeep
in mind that most of the customers are deploying back into the exchange gains. So, when
rupee depreciates, they tend to take advantage of the depreciated rupee and we see a
lesser realization of you know, in terms of pricing. So, some of the rupee depreciations
related advantageistakenawayinterms of lower pricing, the accountingline, youwillseea
ForEx gain that's a different matter, because we have a certain hedge rates at which we
hedgeandarate atwhichwethespotratesare, having saidthattheforeigngainisusually...
is getting eaten up in, you know, by the customers taking advantage of the depreciating
rupee.

Saket Kapoor, Kapoor & Company

And for the appreciation sir, what happens when rupee appreciates?

Management, Gokaldas Exports Limited

See, we tend to be able to pass on the pricing, all of this does not happen immediately, it
comes with the face life. So, when rupee started depreciating last year, we tend to keep
some benefitlastyear, butthis year, benefits are being taken up by the customers. Like ifit
goes vice versa, immediately, we may get a hit and after that we tend to pass it on to the
customers.

Saket Kapoor, Kapoor & Company

Note number4and5... 5and 6 you please explain, | am in the queue sir, thank you.

Management, Gokaldas Exports Limited

| don’t know note number...
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Saket Kapoor, Kapoor & Company
5 and6.
Management, Gokaldas Exports Limited

Sathyamurthy you will have to look into five and six notes. Can we get back to you? | will
have to look at the...

Saket Kapoor, Kapoor & Company

Yes sir, | want to listen only.

Management, Gokaldas Exports Limited

Orwe can handle it offline maybe.

SaketKapoor,Kapoor&Company

Any which way you want sir, whatever is comfortable for you, let me know.
Management, Gokaldas Exports Limited

So can we move on?

Operator

Sure.

Saket Kapoor, Kapoor & Company

Yes sir, please.

Operator

The next question is from the line of Kaustubh Pawaskar from Sharekhan. Please go ahead.
Kaustubh Pawaskar, Sharekhan

Yeah, good afternoonsir. Thanksfor giving me the opportunity. Most of my questions have
beenanswered. Sir, thisquarter we have seenyour debt, youknow, coming downabout20
crores comparedtothefigure whatitwas at the startof the year. So, forthe entire... whatis
your expectation interms of reduction in debt, because your working capital days are also
reducing so in that term and you're expecting your cash flows to improve considering the
better revenue growth and margin. So, in that terms, what will be your you know, debt
potion coming down?

Management, Gokaldas Exports Limited
Sathyamurthy, youwantto handle this? Sathyamurthy, youwantto handle this? Okay. We

might have lost our CFO. So, as | said, you know, we would be operating at about 90to 95
days of you know, working capital and clearly as the revenues go up to that extent, you
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know, money... you know, working capital requirements to that extent will be required lam
notforcing too much of an expansion in the working capital requirement going forward.

Kaustubh Pawaskar, Sharekhan
But, in terms of date, do you expect your date to come down further?
Management, Gokaldas Exports Limited

Debt no, it will not come down further because, as you know, we are expanding inour
revenue. So, our net debt we do not expect it to come down much further.

Kaustubh Pawaskar, Sharekhan

Right so it will be required for your CapEx, whatever CapEx program you have going ahead?
Management, Gokaldas Exports Limited

So, currently, we don't have term debt in the company right, we have only working capital
debtinthe company, we mightgo foratermdebtgoing forward for our newfactory's CapEx
plan, we are looking at anywhere from 40 to 50 crores of term debt going forward for
expansionof newcapacities, butthatwillhappentowardsthe second half of the year, when
we actually look at you know, when some of these plans will get crystallized, but at that

point in time, we may look at a term debt and that may increase the term debt, that may
increase the overall debt by about 40 to 50 crores.

Kaustubh Pawaskar, Sharekhan

Sure and sir you mentioned that your working capital days improved to 90, 95 days. So, what
was itearlier?

Management, Gokaldas Exports Limited

Oh we were, last year, there was a time when we were at almost 110 days from that level
last quarter we were at 99 days this quarter we have come down to 95 days.

Kaustubh Pawaskar, Sharekhan

Right sir okay. Thank you.

Operator

Sir, are we done with the question?
Management, Gokaldas Exports Limited

Yes. We have done with the question. Thank you.
Operator

Sure. The next question is from the line of Hardik Solanki from Moneybee Group. Please go
ahead.

23



Hardik Solanki, MoneybeeGroup

Yes, sirthemostofthe questionsgotaddressed. ljustwantto understandthe CapEx part of
it, howthe cashflowwillmove, youknowthe CapExshareifyoucanjusthelpusunderstand
that?

Management, Gokaldas Exports Limited

Okay. So, | had discussed this, as | said, this year we will be looking at about 20 crores of
modernization CapEx and we will look at about 40 to 50 crores of CapEx for expansion of
new capacities. So, that's the planned CapEx going forward.

Hardik Solanki, MoneybeeGroup
Okay. Thankyou.
Operator

Thank you. The next question is from the line of Sudhir Bheda from Right Time Consultancy.
Please go ahead.

Sudhir Bheda, Right Time Consultancy

Sir Sudhir Bheda again, when you're talking about the capacity expansion will it be greenfield
facility at Andhra and how you are... you're talking about taking two factories on lease so
how about thisplan?

Management, Gokaldas Exports Limited

Right so, when | talked about the current CapEx, | meant Greenfield capacities, the lease
capacityisalso being discussed atthe moment, some ofthe leased capacities thatwe are,
we were looking at and they continue to be available, but they seem to have some legal
issue or the other, which is preventing us from going wholehearted... going in a
wholehearted way and taking it over. You know, some of the existing facilities have some
dues to employees, past employees who were working, they're still pending. So, you know,
getting a factory's registration was going to be difficult in one particular instance, another
instance there were some other legal issues that they had with you know, with the
governmentonthe land thatthey were at, so on and so forth. So, we are working with them
for them to sort out some of the legal issues that they have had. So this is taking a bit of a
time in terms of looking at leased facilities. In the meanwhile we are also looking at fresh
Greenfield facility as they are far more easier without any legal obligations.

Sudhir Bheda, Right Time Consultancy

When it will start Andhra facility?

Management, Gokaldas Exports Limited

Fromacapacity perspective, theywill allbe effective onlyin2020... FY 2021 we willhave to
start work sometime in the latter half of the year, start building it up so that we canget
some production out of that unitby the nextfinancial year. So, thisfinancial year we are not

looking at new facilities giving us any revenue.
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Sudhir Bheda, Right Time Consultancy

So are we back in place considering the Brown and Greenfield expansion to block '21
revenue of around 1800 crores at the growth rate what we are blocking now?

Management, Gokaldas Exports Limited

Can you repeat this question?

Sudhir Bheda, Right Time Consultancy

With sir brownfield expansion and Greenfield expansion in Andhra which will may start in
'21 arewe in a better place or comfortably placed to achieve 1800 crores of revenue by '21
now there would be any capacity constrain?

Management, Gokaldas Exports Limited

No so as | said the capacity growth happens in multiple ways one is of course, there is new
capacity right. So, combination of Greenfield plus lease and all of that will happen plus
incremental productivity plus continued brownfield expansioninexistingfacilities all of that
willcontinue. So, arewe comfortable withthe capacity expansion plansthatwe areworking
on? The answer is yes for our sustained revenue growth.

Sudhir Bheda, Right Time Consultancy

Okay. Thank yousir.

Operator

Thank you. The next question is from Dhwanil Shah from I-Wealth Management. Please go
ahead.

Dhwanil Shah, I-WealthManagement

Good afternoon sir and congrats on a good set of numbers.
Management, Gokaldas Exports Limited

Thank you. Good afternoon.

Dhwanil Shah, I-WealthManagement

Sir couple of questions sir, first on the sales growth which you said that we did around 20
odd percent so sir can you just give me the volume growth what we would have done this
quarter?

Management, Gokaldas Exports Limited

Okay. So, this quarter our sales growth was 22% overall sales growth right and volume
growth was to the extent of about 14.5... no 14.6% our raw sales growth that is without
exportincentives grew by about 18.1%, 14.6% was the volume growth out of that rest was
the rate growth.
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Dhwanil Shah, I-WealthManagement

And how much would be in export incentives sir for this quarter?
Management, Gokaldas Exports Limited

Export incentives for quarter one was, just a minute, 24 crores.
Dhwanil Shah, I-WealthManagement

24 crores?

Management, Gokaldas Exports Limited

That is correct, total export incentives all put together.
Dhwanil Shah, I-WealthManagement

And sir same time last quarter?

Management, Gokaldas Exports Limited

Same time last quarter was 15 crores.

Dhwanil Shah, I-WealthManagement

Okay, great. Andsironthegross marginasyousaidthatthe productmixkeepsonchanging
Q1lis generally more outerwear, so assuming sir, Q1 of last year was also the similar product
mix. And when we compare YOY there has been 4, 4.5% decrease in gross margins. Sois it
that that with the newer orders we are taking at a slightly lesser profitability, if you can just
explain sir thisdifference?

Management, Gokaldas Exports Limited

Socomparedtolast... youaretalkingaboutcomparedtothe previousyearyou're saying?
Dhwanil Shah, I-WealthManagement

Yes sir Q1 of FY19.

Management, Gokaldas Exports Limited

QlofFY19yeahsothatiscorrect. Youknow, andthe reasonis multifold. Oneis, you know
again,whilewe'regenericallytalking of outerwear, the proportion of outerwearhasgoneup
alittle bitmore in this Q1 over previous Q1. You know, it's not like 100%, we do outerwear,
right so we have outerwear as well as undergarments. So the proportion has relatively
increased in this Q1 over previous Q1 as we have substantially ramped up the revenue. The
second portionisthatinthisfinancial year, customers have tendedtotake advantage ofthe
rupee depreciation, so some of the pricing has also been passed on to the customers, which
whenrupee started depreciating last year, we could manage to keep some of the benefitto
ourselves, resultinginalittle highergross marginswhereas some ofthatgotsurrenderedin
this financial year to the customers. So combination of these two impacted the gross margin
this year.
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Dhwanil Shah, I-WealthManagement

Sosirfortherestoftheyear, we cantake the similarkind of the difference over YOY, Imean
so this 3, 3.5 or 4% difference, which was there in Q1?

Management, Gokaldas Exports Limited

Youmightbe abletoyouknow, maybe yeah abit of thatyou could take. Itagain dependson
product mix and other thing as | said. So not the entire differentiation... difference, but
smaller difference you can take.

Dhwanil Shah, I-WealthManagement

Sure, and sir just last question sir on the again...

Operator

Sorry to interrupt Mr. Shah, you have already exceeded two questions.
Dhwanil Shah, I-WealthManagement

No problem, | will get back into the queue. Thanks.

Operator

Thank you. The next question is from the line of Vinay Arya an Individual Investor. Please go
ahead.

Vinay Arya, Individual Investor

Yeah, hi, thanks for taking my question. | just wanted to know the extent of imported raw
material in this quarter. You said that it is a little up because the proportion of outerwear is
more so | mean, so | want to know the impact of it on the margin. So how much was the
imported raw material this quarter?

Management, Gokaldas Exports Limited

You see... it'sa...

Vinay Arya, IndividualInvestor

Hello?

Management, Gokaldas Exports Limited

Sorry, Sathyamurthy are you there?

Mr. A Sathyamurthy, Chief Financial Officer, Gokaldas Exports Ltd
Yeah, the imported raw material content is almost close to 55% in this quarter.

Vinay Arya, IndividualInvestor
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- Sorry it was55%.

- Mr.ASathyamurthy, Chief Financial Officer, Gokaldas Exports Ltd
- Yeah, in thisquarter.

- Vinay Arya, IndividualInvestor

- And how muchwasitin one... infirst quarter of FY19?

- Mr. A Sathyamurthy, Chief Financial Officer, Gokaldas Exports Ltd

- InFY19 the proportion of imported was in the range of around 30% to 32%. Now in this
guarter it is relatively high.

- Vinay Arya, IndividualInvestor
- Okay, okay. All right. Thank you.
- Operator

- Thankyou. Ladies and gentlemen due to time constraints, that was the last question for
today. lwouldlike tohandthe conference overto Ms. CharmiMehtaforclosingcomments.

- Ms. Charmi Mehta, Prabhudas Lilladher Private Limited

- Thank you. I would like to thank the management for joining us today. Thank you sir for
answering everyone's questions so patiently. And | thank everyone for joining the call today.
Thank you.

- Management, Gokaldas Exports Limited

- Thank you so much.

- Operator

- Thank you. On behalf of Prabhudas Lilladher Private Limited, that concludes this conference.
Thank you for joining us and you may now disconnect your lines.
END OF TRANSCRIPT
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