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Ladies and gentlemen, good day and welcome to the Saregama India Limited Q2 FY2019
earnings conference call, hosted by Anand Rathi Shares and Stock Brokers. 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 “*” then “0” on your touchtone
telephone. Please note that this conference is being record. | would now like to hand the
conference over to Mr. Shobhit Singhal from Anand Rathi. Thank you and over to you Sir!

Thank you Janis. Good afternoon to all of you. Welcome to the Q2 FY2019 earnings
conference call of Saregama India Limited. From the management side, we have today Mr.
Vikram Mehra - the Managing Director, Mr. Vineet Garg - CFO and Mr. B.L Chandak - the
Executive Director. Now | would like to handover the floor first to Mr. Vikram Mehra for
his opening remarks post that we can start with the Q&A session. Over to you Sir!

Hi, good afternoon everyone. Firstly, let me just apologize for relatively delayed results this
time right now we have been trying very hard to declare the results in the first 25 days for
the end of the quarter. We got delayed for some unavoidable reasons next quarter onwards
will be back on track.

Let me first start by congratulating everyone for the great quarter that we people as a
company had which was the Q2. As you guys would have seen the numbers, we posted a
Rs. 138 Crores topline which is the highest that we people have ever seen, and it is about a
64% increase year-on-year if | look at it from what we were doing last year which itself was
a huge jump over the year before and even on a quarter-on-quarter basis right now we
people have seen an increase of 24%. The good part is that this increase in topline has not

come at the expense of the bottomline but in fact bottomline has looked even better.

In my last two calls, what | have been committing to you people is that we will maintain our
PBTs without SAR impact of over 13%. Let me refresh everybody out here, the way we
people account all new content in our company, all new movies that we are producing we
charge it off 100% in the year of digital release. All new music that we people are buying
we charge of 66% in the year of release.

After charging of all that is what we people get it PBT without SAR which has gone up to a

Rs. 20.6 Crores which is an 81% increase year-on-year. We have got a good PBT | am not

going to talk about it because SAR is not in our control & very little we people can do as a
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management team right now. | will continue focusing your attention on the PBT without
SAR number only, though PBT, with SAR looks even, better this time.

On the PAT basis, this is the best PAT that we people have written right now which is a Rs.
15 Crores profitability which is more than triple what we people were able to do same

quarter previous year.

Let us understand when we are talking the broad numbers, what has contributed to overall
increase. The core of the business right now which is B2B digital licensing. This is the
place to refresh everybody’s memory we people issue music license through OTT platforms
like Gaana, Saavn, Hungama, Amazon, YouTube, various telecom companies, various TV
channels, radio stations, etc. and collect money, this business has grown at 28% in this

particular quarter year on year.

On year-on-year basis right now it is a 28% increase | will still recommend that you see half
year to half year basis in which case we have grown by a 21% which is closer to the
projection we people had made. That B2B business of ours will continue growing at 17% to
18%, so on a six month to six month basis right now we have grown by 21% and we as |
will tell you later expect this trend to continue. This quarter the growth was
disproportionately higher. It is more of the phasing in which money has come in at times,

but overall in general 1 will say 21% is the better reflection of how we people are growing.

The second, sale of Carvaan this quarter has seen right now the volumes grow substantially,
but what has gone behind the volume sale right now let us talk about that a minute. We
people ended up adding another 3000 retail dealers in our network in this quarter. This is
across consumer electronics, gifting, telecom handset retail networks, we are anywhere, also
available right now across all e-platforms today. This makes our overall retail network
closer to 15000. At this juncture if you walk to any retail outlet in the country today,
consumer electronic specifically, you are going to find Carvaan getting a serious amount of
our presence there. This is in spite we being the only brand, which is not paying for
placement position of Carvaan. Many of the retailers if you want a very prominent position
for your brand they charge you a rental, we are not paying rental anywhere. What we are
focusing on is putting our demonstrators in every major retail outlets so that even if a
consumer walks in looking for a television, it is our demonstrator who can go back and

pitch Carvaan to him and all this is seems to be paying rich dividends to us.

In this quarter we also launched premium version of Carvaan, this premium version has got

long ask for support of a companion app. This app connects you to Carvaan in a seamless
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fashion and after that you can select whichever song you want to listen to on your app and
the Carvaan understands it, and starts playing it. You can create your own playlist on your
app and the Carvaan goes back and ends up playing that playlist. What this has allowed us
to do to take a Rs.1000 price hike. So otherwise our color version is available at 6390 the
premium version with the app support and the radio functionality has gone to 7390, which
obviously means better margins for us. The music is still the same. There is no change in
the music that we are putting in. The other feature we had added right now is same 5000
songs were earlier classified as singers like Latha Mangeshkar, Kishore Kumar, lyricist like
Gulzar and Javed Aktar, music composers like R.D. Burman, S.D. Burman, now we have
actors and actresses also so you have a station deducted to Dilip Kumar another to Rishi
Kapoor, third to Amithab Bachan or Waheeda Rehman, Asha Parekh, Mumtaz. So the same
songs which are now being cut sliced diced in different fashions. To the consumer it adds
number of playlist, to us this gives the chance to take a price hike.

We have also launched Mini 2.0, the newer version of Mini in this particular quarter as |
have mentioned this in the previous calls also that we were not very happy with the
response we were getting to our earlier Mini and they were obvious weakness with the
product, we have been able to correct it and | am very, very happy with the response the
new Mini is getting. It has got far better speaker it has now got FM and medium waves
which is built into it along with the external antenna and instead of 251 songs, we are now
giving 351 songs. You walk into again any consumer electronic store and chances are very
high right now the retailer will say that we are selling Mini in the branded Bluetooth
speaker category. | think it has been heartening for us. We people by the way also launched
a newer product of ours called Carvaan Gold. It happened in this month it was not a last
quarter part so the numbers are going to get seen only in the Q3 but the initial response have
been positive. Gold has got Harman Kardon Speaker build into it. More than anything else
why | am sharing this is for you to get the confidence now that we people have made the
transition from being a pure play music label to our consumer product company which is
constantly innovating understanding what the consumer wants and are able to turnaround
newer products in a very fast pace. Harman being one of the global leaders right now audio
speaker technology, for us this is a matter of pride that they decided and volunteered to
work with someone like us. What we have in place with them is a longer-term partnership
where you will be finding the next range of Carvaan speakers some of them are going to

come along with Harman Kardon.

Caravan has been winning awards across Asia and India both for innovation and

communication strategy. In fact somebody in the advertising world joked that the last
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seven, eight months the only thing people seem to be talking about right now is Carvaan
and that is the reality every major conference that has happened & every major price has

gone out there, Carvaan is there which fills us with Pride.

We people are also one of the unique companies which have developed our own sales
tracking mechanism which is allowing us to focus a lot on tertiary sale. What is the sales
model of Carvaan? We people sell Carvaan cash and carry basis to a distributor who in
turns gives it to retailer. Our sale gets completed because it is cash and carry distributor in
turns sells it to retailer, retailer sells it to the end customer. We are realizing that if you
want Carvaan to become a very big product in the long run we cannot focused only on a
primary sales we need to end up focusing on the final sales what is quite tertiary sale. So the
targets have been given right now to the frontline sales people to also focus on tertiary. It is
being monitored using this new indigenous application which we people have developed.
With the help of this application we can find out every sales guy & demonstrator of mine,
everybody is connected to the sales system.

On a daily basis we track right now that what all retailers have they visited what have they
done out there. What it is doing right now is bringing large amount of accountability in the
systems so that people cannot sit in their homes right now and say that we have done our
best. Now people are force to go out to the retail network and their incentive is starting
getting linked to that. There are plans right now to go back and get it patented also, again
tells you right now that we people are making all the right investments that are needed right
now to ensure that the company is ready to scale up the operations in the days to come.
What are the net impact, the net impact was Carvaan sales cross 200000 mark for the first
time. We logged between Carvaan and in Mini 229000 units of sale in this quarter which is

around 39% increase if | compare it over the last quarter.

Now last quarter itself was a large increase happening on the quarter before that so this is
our sixth straight quarter of Carvaan sales where we people have been logging a decent
increase quarter-on-quarter. This quarter also see a cost pressure on Carvaa, currently only
one factor which is dollar appreciating. As you guys know right now a large amount of
Carvaan gets assembled in China and only a portion of it is getting manufactured in India
which means that when you were importing it our cost of goods sold have gone up with the
steep decline in rupee that we people have seen in the last three months, but what | am
happy that team rose up to the challenge. We changed our SKU mix so we try to sell more
of 6390 then the 5990 and even more of 7390 Carvaan then the 5990 so that our margins
improved to a great extent higher price Carvaan getting pushed Mini which was a 2290 we

launched Mini 2.0 and the price was taken up to 2490. We are selling more Mini that 2490
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the new Mini then we were selling the old Mini at 2290. We are constantly working on this
warehousing and the logistics part which keeps on giving us small, small savings but that it
has done right now is ensure that we maintain our 23% gross margin in the quarter in spite

of dollar coming back and hitting us very hard.

Now some of you people have come back to us in the past right now and not very clear
about how gross margin gets calculated. The gross margin that we people are reporting has
got all the cost of cost to goods sold, the import duty that we people are paying, logistics
cost, warehousing cost, warranty, servicing cost, and all below the line marketing expenses.
Demonstrators cost sitting in right now, point of sale material, kiosk being put in right now,
glow signs that are being put in, leaflets that are getting distributed, dealer margin all that is
netted out before we people give you the number of gross margin.

The only part which has not been factored in gross margin is above the line advertising, the
ads that you see in television channels, digital properties, radio stations, newspapers, that
cost does not get loaded onto the gross margin. So while you are calculating right now keep
that in mind while if you see our UFR, the line advertising and sales promotion | see a lot of
people right now assuming advertising and sales promotion is all marketing cost which
should be netting off from our gross margin that is incorrect understanding. Advertising and
sales promotion firstly also includes the cost of marketing the new movies.

We have taken... this quarter we people released nine movies including Saheb, Biwi Aur
Gangster Part 3, Yamla Pagla Deewana Phir Se. These are newer content we released. Their
marketing cost has also sitting in out here. Seven Tamil films were released by us their
marketing cost also sits in out here. There is some amount of marketing cost connected to
Yoodlee Films and of the remaining everything is Carvaan but it has got above the line as
well as below the line. Below the line has already been factored in right now when we are
calculating 24% margin. So please do not load this entire cost onto Carvaan to arrive at
your net margin level number that will be misleading right now if you do it that way.

We people recently went out there, so we have maintained right now this quarter we have
maintained our gross margin of 23% repeating it the only portion which has not been
charged onto this right now in gross margins is above the line marketing cost which is a part
of this advertising and sales promotion line that you see in a UFR.

The good part right now for us is we people did this quantitative study it is on a sample

basis. We went out there for 280 or 300 consumer homes which have got a Carvaan and

logged average listening time of Carvaan which is over 7-1/2 hours on a daily basis, which
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tells us right now the people who are buying Carvaan actually using it a lot. The good part
for us is if you use it a lot you tell your friends also. So the word of mouth is becoming
bigger and bigger and bigger.

Coming back right now, | touched this content part so we people ended up acquiring nine
other films music in this quarter. This is all a part of our endeavor to go back and keep on
preparing this company for 20 years down the line hence we are constantly going out there
investing in newer content. So, two of the movies got released in Hindi, seven movies got
released on the Tamil side and we are happy with the way movies are finally faring in the
market. You will be seeing little more content getting released in the Q3. Our movie
acquisition strategy remains unchanged. Cautious way of investment, we are taking baby
steps right now in this direction, not going out there for very large budgeted movies at this
moment. Trying out relatively smaller budget films and seeing whether all the assumption
that we people have taken are falling in place or not. | am happy to say right now that
assumptions are more or less all falling in place. If things go the way they are going right
now, we may be looking at bigger movies also in future, but our commitment of 13% PBT
without SAR after charging of all the content cost stays.

On the Yoodlee side, two of our movies got released on Netflix there was a original called
Brij Mohan Amar Rahe which was only the forth original Netflix ever released in India and
we had another movie of ours that went out they are called Kuch Bheege Alfaaz which both
the movies have done extremely well. Kuch Bheege Alfaaz in fact is trending on Netflix
even till date. In terms of fresh sales right now, we people ended up closing two deals in
this quarter and the revenues that that have been factored in as well as the cost and you will

be seeing those movies getting released on the digital platform hopefully in the Q3.

On the television side right now, we started our new serial called Roja. It is a Tamil
program which is running out there in Sun TV and | am happy to say right now Roja is the
top performing program in terms of TRPs on Sun TV today in the afternoon slot. It is a top
afternoon slot programme. Even the second highest rated program in the afternoon slot also
belongs to us only. One of our serials Valli has become the longest running serial on Sun
TV ever. It is now very close to touching the 2000 episode mark. What it constantly tells us
right now is that our editorial content seems to be getting the right recognition but on the
sales side the pressure was still around for us. There have been lot of discounting which is
going on right now on the rates of television serials and we have taken a conscious call we
will not discount. If our content is doing that well we will not going to sell it that cheap. A
good part is all these inventories banked inventory so the money is not going away. At the

right rate will keep on liquidating this inventory and the profit is all going to come back to
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us at that time. The good part from...you should look at it is the cost of the content which
has been showed has already been charged off. If the advertising money has not been return
on that content that is all sitting out there with us right now. Whenever it comes in it will all

straightaway flow to the bottomline where the cost have been charged off.

The last part right now on the other income... When you are looking at our overall numbers
right now, please keep in mind that the other income in the last quarter included the goods
that were burnt in fire. So we had recognize them as income as well as this cost, which is
not the factor in this particular quarter and On the insurance side, we are hopeful that we
will be able to get the money from our insurance agency very, very soon.

That is broadly right now what this quarter has been right now for Saregama. Thank you.

Thank you. Ladies and gentlemen, we will now begin the question and answer session. We
would take the first question from the line of Priyanka Sarkar from Motilal Oswal. Please
go ahead.

Congrats on a great set of number. Sir just wanted to get your feedback on how are the
sales of Carvaan doing in the US and the UK and what is the rate at which we are selling

over there and what would be the gross margin be in those countries?

I think this question was asked on the last call also. It is a conscious call we people have
taken right now that we are not much of focused on sales outside India. We are available
technically in US, UK, Canada and Middle East now. Right now, we are selling only and
only through Amazon both these revenue and the cost of these units is not part of the
standalone numbers that we are presenting to you. They will all start getting reflected in the
consolidated numbers that are going to be coming in the end of the year. This conscious call
has been taken right now | do not want management teams focus to start getting diverted
too much outside India. We will be building up separate teams right now in these countries
managing those operations sitting out in India is a relatively tricky part. So we allow at this
movement only Amazon-based sale happening in these countries. As our number starts
solidifying further, we will be putting up dedicated teams in these countries right now to
push these numbers.

And what is the price point that we are selling at?
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At all these countries and now they are all different price points. All these countries have
relatively better margins than the margins in India but then the cost of advertising out there
is also equally higher.

Fair enough. Thanks a lot.

Thank you. Next question is from the line of Sandeep Patel from Phamerica Mutual Fund.
Please go ahead.

Congratulations on good set of numbers. Just one question on the capital employed side, |
think we have now got a little bit of debt on the balance sheet, is this temporary or is it
likely to remain as Carvaan sales keep growing?

Debt we have is actually against the insurance only. So the moment we are going to get the
insurance claim, we are going to repay the debt and we will come back to the same level of
last year. So it is absolutely temporary.

And capital employed as a whole is it likely to grow or do you see capital employed
remaining relatively flattish compared to sales?

See we do not have any delta capital requirement. So what are the profit we are going to
earn that going to remain with the company apart from whatever investment we are going to
do in content, so pretty much capital deployment is not required in terms of any asset

building apart from the content creation.
Okay. Thanks a lot.

Thank you. We would take the next question from the line of G Vivek from GS

Investments. Please go ahead.

Congratulations on good set of numbers Sir. We had just started tracking the company
recently, so do not mind if we ask some repetitive questions. So we are focusing Sir how
our Carvaan sales happening in this Diwali and how sustainable are these sales Sir, any

concerns you have on it?

No Sir this question was asked to me an year back also during September Q2 FY2018 that
is it a sustainable phenomena or is it a fad. This is the sixth quarter that Carvaan has been

there and the numbers are growing right now steadily quarter-on-quarter as well as margins
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are improving right now quarter-on-quarter and we are very, very confident if the Diwali
sale is anything to go by, then the next quarter should be even better than this particular
quarter. What we people have identified internally right now when we do the sizing of the
market, there are around 25 million homes in this country which are a potential customer
base for Carvaan and we are the only players who can go out there and tap this market

because this music belongs to us on an exclusive basis.

What is happening from our side is that we are having products at this moment starting
from 2490 which is a Mini all the way to 14990 which is Gold and you will be finding
many more products coming in, so that we can go back and tap consumers at different price
segments, so that we can increase the penetration in a very fast fashion right now all these
25 million homes. Short answer we believe right now we have just grabbed the tip of the

surface as far as Carvaan is concerned.

Fantastic Sir. Some concerns are on the receivables and the cash flow improvements, any
steps we are taking on this regards and the last was about any plans of monetizing the land
and the CSC shares you have and also the investment which is going in the open magazine.

You might have answered earlier but lot of new investor interest has happened...?

Let me answer the last one first and last my CFO Vineet should answer the second one. See
on the land part right now is both on the land and CSC with the group investment right now,
| expected to stay. On land it is not taking any more fresh investments from our side. We
are looking for a way in which we can go back and monetize this land better. There is no
quick and easy thing that is going to happen soon, but as long as not taking any fresh

investment right now, it is a gold mine which may just get unlocked some day.

And as far as the open magazine is concerned right now, | think internally we all are very,
very clear we need to find a solution, hopefully we will find a solution sooner rather than
later. At this juncture, it results into anything between Rs. 10 to Rs. 12 Crores loss on an
annual basis that number in the worst-case scenario also is going to remain at this level only

it is not going to go up. Hopefully there will be a solution coming in very fast for that.

In terms of receivables if you see the number looks bloated because the sale per se has gone
up. If I calculate the DSO as on 315t March and DSO today on 30™ September, our DSO has
reduced by three days and March it was 97 days, now it is 94 days. So there is no increase
in the receivable per se. To give you another set of numbers that greater than 90 days
outstanding increase if | see my book as on 31 March and as on 30" September, there is 0

increase in that. So whatever the outstanding is the current outstanding. There is one small
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piece of information | want to share with you, in the consumer durable industry generally
payments come in during the mid month so month end number always looks slightly
bloated. So once you see the mid month numbers, these are always ease out. So that is a
way it is and when your report month and number you do not consider the mid month

numbers, so receivables is not a concern at all.
Cash flow?

Cash flow is absolutely perfect. We are selling 73% goods on the cash, 23% which is
mostly go to the big retail outlets, I am talking about the MOR especially Croma and
Reliance World, Reliance retail etc., there we go and credit and which | told you generally
comes during the mid month, rest all is on cash there is no challenge in the cash flow side at
all.

What about Amazon and other sales, cash flows from the online board it takes more time?

Online contribution for us is relatively very, very low. So what happens majority of the
online sale that is happening is the retailer trying to do an online sales rather than Saregama
doing an online sales. So that percentage is very low and that is also completely on control.
So we have the one of the good part of having a product as unique as Carvaan is that we
were not coming under any competitive pressures to go back and start giving too much of
favorable deals going out there to the retail network. We have been able to hold our guns

right now saying it is cash on carry.
Thanks a lot Sir. Keep up the good work. Thank you.

Thank you. Next question is from the line of Raian Surabji from Rare Enterprises. Please go

ahead.

Congratulations on the great quarter. Sir | just had one question on the margins if we do not
take into account the rupee depreciation what would the margins have look like the gross
margins and going forward what kind of margins, can we expect to see given the operating

leverage that will come in?
See | will not go as specific as you are asking right now, the first part of your question but

our stated goal is right now that the end of the year the minimum gross margin, we are

looking for Carvaan and variance is 25%. 25% by March definitely will be there.
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Thank you. Next question is from the line of Ravi Naredi from Naredi Investments. Please
go ahead.

Sir this Rs. 11 Crores 21 lakh losses you have return in the quarterly balance is reclassified

as profit and loss?
Come again, which...?

In the quarterly results the Rs. 1496 Crores is profit for the period then you reclassified
items that will not be reclassified to profit and loss Rs. 11 Crores 21 lakh is the bracket
what is that figure?

Actually this is Ind-AS reporting. If you see it is point number eight in P&L other
comprehensive income, at every end of reporting period, we need to fair value our
investments. So these are the shares of CSC and other listed company which is lying on my
books. So we need to fair value that and what ever the price inflation or deflation, we need
to consider at the end of the period. Thus it is a non-cash charge and it is reason it is coming
below PAT. There is no cash impact on the books for this transaction.

And second one Sir Brij Mohan Amar Rahe, how much cost we recovered in the last

quarter and on this quarter and what was the cost of movie?

Listen we cannot get into that specific please understand we have to negotiate our contract
in some market, | cannot start putting right now specific movie how much was the cost and
how much is the recognized. So, | hope you understand our position. At the end of the day
this is a movie with whom | am negotiating either with Netflix, Amazon or Hotstar, | cannot
give a cost structures away. | am repeating two commitments so far the Yoodlee Films get
completely charged off in the year of Digital release, music gets charged of 66% in the year
of release, after charging these off, PBT without SAR be 13%. Whatever investment we
people are making right now on any new content films or music, the average payback

period is less than five years.

But this movie was profitable for us Sir, Brij Mohan Amar Rahe or we will decide after five

years?

All I am saying right now | am not going to get into specifics out here please. Please

understand | cannot put my negotiation position out in the open market here.
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We are not interested in your negotiation position but whether it was profitable job for the

company?

No so all new content right now combine together the payback periods are going to be less

than five year and we are doing far better than that, that is all I am going to say.
Okay. Thank you.
Thank you. Next question is from the line of Umang Shah from Edelweiss. Please go ahead.

Sir we are looking at a good traction in our Carvaan sales, Carvaan volume this quarter
there was a growth of 40%. Going ahead it would be somewhere in closer range to that only
reason being new products, new SKUs which are kicking in and but when | see your
presentation you have given a yearly target of 750000 units do you think that we are just
being safe or there can be some hiccups that we are looking forward that is why this number
because if | calculate only 10% growth in next quarter and then 10% again. It definitely

crosses that mark very easily so | just wanted to get a clarity on that part?

See this is our first proper Diwali so we also do not know right now how will this entire
Diwali part workout, the marketing activities has been pretty decent and very well
appreciated our retailer seems to be extremely excited about this product, it proved out to be
the ultimate gifting product at this season. Yes it is better we do not know which way the
fourth quarter is going to perform because here is no gifting thing coming in that quarter
apart from a little load that happens in January and very little gifting that happens during
Holi. So do we expect to beat our target of 750000 units, yes. Are we going to change our
estimates right now, no. We will continue doing a 750000 units. Please understand unlike
lot of seasoned companies, we have been there in the retail business for only 15 months. We
have not been there in this business for that long so on one side there are enough number of
people who think right now that this quarter was just a fad. So | need to give estimates right
now that everybody believes in the way it looks right now with 160 plus for the previous
quarter and 230 odd so we have done close to 400000 units looks realistic right now that we
should manage a 750000 units while we do it we are keeping an eye on our margins that the

margins have to go up rather than coming down.
But Sir if I look at 229 that was without any festival that there was any gifting part so...?

No actually what happened because book primary as a sale remember | explained it as part

of my address. Sale for us when we sell it to the distributor accordingly, we recognize the
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revenue. So distributors typically before the festival season which was Durga Pooja and
Dussehra end up taking a lot of stocks that they can put in the retail market. So yes some
amount of sales which has happened right now of the Q2, which is September sales. They
will have some amount of festival factor already in. October will also have the festival

factor going in. December may have some amount of festival factor because of Christmas.

And Sir | am sorry but initial few minutes | was not on the call but I just wanted to clarify
one more thing, we were looking at setting up our one of our manufacturing unit in North
India, are we on track for that or we have delayed that?

No it is we are not setting anything of our own right now. These are all third party...
Yes | mean third party. From third party who would be servicing us.

Yes at this juncture right now the Delhi-based factory of ours is functional from June
onwards and it has started contributing a good share right now to our overall numbers

coming in.
So this has helped us our margin to get closer to our target of 25?

The establishment will not helped us in our margin. In fact the margins are quite similar
because these guys are still importing some of the parts right now from other countries.
Why we have done it also is to go back and ensure right now that the turnaround times are
that much faster. So, at the time of festival if you want to suddenly ramp up on a 10-day

notice, it is easier to get it done through an Indian guy.

Alright. Sir just one more thing if we can give our average realization currently because
now we have took any SKUs even just to take an average for us. So if you could provide an

average realization that you are getting from Carvaan?

At this moment it is roughly Carvaan gives 4000 bucks topline impact and Mini gives close

to 1400 bucks topline impact.

Perfect, alright. Thank you so much. Sorry, in your Carvaan volume if you can give out

Mini volume differences...?

No. Listen, we need to run business here.
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I know Sir.
Beyond a point right now all this information will sit with competition overnight so...
Alright got it. Thank you so much.

Thank you. Next question is from the line of Aveek Mitra from Aveksat Equity. Please go
ahead.

My questing is again related to your receivables. So if | understood correctly you have
mentioned that you have sold about that 9000 units and you have sold it cash on carry
model right, so almost Rs. 70 Crore of sales has happened on cash on carry. So where from
the rest of the receivable is coming?

So what has happened is | told you that 73% sale is cash on carry, 23% sale is happened to
MOR, right and during the month end when we invoice them we book the sales which
money realized after 15 days. So month end debtors looks bloated, which is artificially
higher number. So it does not need to consider if | start publishing my mid month numbers,

these number will go substantially low.

So it does not look like if you look at these are almost three month our sales is outstanding
right?

It is not and this outstanding includes the outstanding for my other businesses as well. This

is not only Carvaan.

Yes exactly so Carvaan you said 73% of the sale is basically 27% if the sale is basically

here?

Yes 27% sale is on credit which generally we receive during the mid month.
So itis a 15, 20 days of credit you mean to say.

Yes.

So what is the credit tie there for other type of businesses?
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That is depend on the contract we signed with them. It has steps phasing issue at times.
What happened right now that three of our contracts got bunched together and there are
some of the technical points right now on which agreements was taking longer which are all

sorted now. So you will see right now this number coming on substantially in Q3.
Coming down substantially?

Yes because some of these agreements will get signed all that the revenue recognition

happens immediately and the cash starts coming in.

And the second part is that because of the festive season and all, is it the inventory high one
time or is it the structurally since you are having a very weak projections your inventory

will keep on rising?

No so that depends right now how the volumes fare up. This quarter which is Q3 obviously
we had gone out there and take a made a larger investments on the inventory side. Let us
see which way the volumes shape up here. Some of the questions you are asking me right
now please understand, this is the first full cycle we are going through as far as Carvaan is
concerned. Are we happy with that 750000 units number, no. Hopefully we are going to
gun for larger numbers in the next year which will mean right now that the inventory levels
are going to go up. Good part right now is that there is no case of bad debts coming in at all

out here.
Thank you. That is all from my side.

Thank you. Next question is from the line of Rahul Jain from Credence Wealth. Please go

ahead.

Congratulations on a good set of numbers. Sir | just wanted to get some more clarity or
more detail on the Yoodlee Films part of our business in terms of one, so just | think our
first release was Ajji which was done in somewhere around Q3 of last year and then we
have had Brij Mohan Amar Rahe and Kuch Bheege Alfaaz. So | just wanted details in terms
of till date what are the number of releases, which have been done. How many movies apart
from the release is are under the production stage and within that how much of the movies

are already completed?

Okay, so | will share whatever | can share right now. You are right three of these movies

you have already seen. The fourth movie called Ascharya Fuck It has also been sold out

Page 16 of 24



Rahul Jain:

Vikram Mehra:

Rahul Jain:

Vikram Mehra:

Saregama India Limited
November 05, 2018

there to Netflix and the movie hopefully is going to get released either in this quarter or the
next quarter but our deal is done. There is a movie called Music Teacher which has also
been sold to a player, | am not at liberty to disclose, who right now. So, five of our movies
are done. There is one more movie that we people released called Abi and Anu which was
released in theater and we are looking for doing a television and satellite deal for that. Apart
from these, there are six other movies, which are there at play. One of them is at his
juncture doing the festival round including MAMI. What we people are now saying right
now every deal that we people are doing now we are able to go back and improve the
realization let us say getting out of the deal because as more and more movies are coming
from our side, our reputation as a serious movie producer seems to be solidifying. Very
soon we will be announcing an output deal with one of the players right now who is
committing to take X number of movie from us on an every year basis which will make the
situation even better.

That is wonderful. So can | summarize this? We have three movies which have been
released, further two movies which have been sold and ready for release one of them
Ascharya in Q3 and Ahi and Anu which have been released in theater but the digital part is
goingon right?

Yes please.

And you mentioned another six movies are in the production stage or they have been

completed?

Not, they are in various stages of completion right now. So one of them is like completely
ready. So it all depends that it all coming out there in a phased fashion. All | can say right
now is Yoodlee has also been able to jump the charging that Carvaan had there were...the
serious amount of doubts in reservations we all had on Carvaan whether this concept is
going to work in the digital world and now there is a basic belief right now that yes we may
have cracked on something very, very big out here and the numbers maybe far higher than
anybody expected. Similar thing is happening on the Yoodlee side that this entire idea that
we will make very tight budgeted story like cinema which is targeted primarily at the digital
and the television world. It started right now as more and more movies are coming on
Netflix, there is an appreciation across the platform saying that Saregama may be a great
content partner and hence the deal has been done right now, we are just about announce a

deal with somebody who will be buying a guaranteed number of movies from us.
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Sure. Sir in a similar fashion, if you could share some details | am not asking for the exact
number on a movie to movie basis but overall Yoodlee Film division what has been the cost

which has been already charged and what has been the revenue recognized?

Unable to disclose remember, | just only have one buyer till now with us which is Netflix |
cannot go back and give more details right now because they know my revenue because

they only have paid us | cannot get into these kind of costing.
No frankly I am saying overall the business has...?

Overall how do | tell you my overall all movies are just got sold to Netflix, they will exactly

know what is my cost and what my revenue is.

Sure so has it been... I will put my question in other way. Three movies have been released

the cost of all those three movies have been already charged in P&L am | right?

Of course at this juncture cost of four movies have been fully charged right, the last movie
which has been sold through a digital platform both revenue and cost will get recognized in

Q3.
So till date cost of four movies100% charged in your P&L, am | right?
Completely.

And you said one more movie which is for the digital one, which would be Ascharya or
which would be Abi and Anu?

We were getting into too many specifics out here let us avoid it please
Sure and | know avoid that.

All I have been telling you right now, we had initial days right now when there was a little
bit of reservation on Yoodlee part. What we had committed as a management team was that
the potential exposure we will take on Yoodlee which is total amount of cost incurred from
day one minus total revenue recognized cannot go above Rs.30 Crores. We are not even
50% of that right now we are doing far better and with an deal coming away right now, this
might become a formidable force in the race to come. You trusted us on Carvaan right now

we are on the right track with Yoodlee too.
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Sure if I may ask so and | will leave it up to you to share in Q2, can you tell us if I am right
in quarter two, two movies the cost must have been charged?

In Q2 two movies cost and revenues have been recognized.
Sure. Thank you so much for this. That is all from my side.

Thank you. The next question is from the line of Sandeep Patel from Phamerica Mutual

Fund. Please go ahead.

Thanks for taking my question once again. Just one question, do we intend to do larger
films in terms of so far we have been doing Rs.3 Crores to Rs.4 Crores budget are we likely
to do larger budget films?

By larger budget if you mean right now Rs.50 Crore film no. We are not in the mainstream
Bollywood game. Our primary audience will always be the digital customer.

Sir would the budget move to say about Rs.10 Crore film Rs.7 Crores to Rs.10 Crores or

something like that?

I can go back and say right now our specific movie here and there if you believe our star
casting added out here may really up the game. Sure we may look at that, but by and large
we want to remain in this play of Rs.4 Crores to Rs.5 Crores only.

Thank you Sir.

The success of Yoodlee is not a stepping stone to making Rs.50 Crores films. That is not

the game we are in.
Okay. Thank you so much Sir. Thanks for the clarification.

Thank you. The next question is from the line of Amit Jain, an Individual Investor. Please

go ahead.

My question is regarding our app, classic and devotion, so what is our performance over

there and what is the plan going forward?
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On the app front right now two years back only app when | stated this that it is all our
content. There is no additional cost that we have incurred on these apps, in the last | think
18 months now or maybe 21 months, not a single paisa has been spent. We are very, very
clear, we do not want to go right now on the classical app specifically. We do not want to
turn it into free. We want to remain a completely paid app. The number of customers are
nothing to talk about. There are running in low 1000s. We are allowing it to keep on
moving right the way the app as is it is. As and when more and more people start moving
towards the paid app economy, that is the time we would like to put any more investments,
so right now it makes less amount of money, but whatever it makes it is straight to the
bottom line because there is no marketing cost and there is no content cost. It is zero.

Thanks. That is it from my side.

Thank you. The next question is from the line of Ravi Naredi from Naredi Investments.
Please go ahead.

Vikram you are doing very fine and now we seem Rs. 7.5 lakh target of Carvaan we will
attain by January’19. So will you give the target for FY2020 right now? What is the figure

in mind?

For 2018-2019, | will continue to maintain the number as 7.5 lakhs. Allow me to do my

festival numbers and then we will talk to see if we can revise the numbers.
But what about the FY2020?

The FY2020 I will be giving their projections right now. Let this quarter get over. When we
talk after the end of the quarter right now that is the time we will give you our
understanding about what the numbers should be. There are more variants or different kind
of products, which are planned behind Carvaan. The future is very interesting. All | can tell
you this is | myself want to just jump into 2019-2020 very fast and our other being 2018-
2019 because we see that much more fun happening at that time.

You told me in the AGM also okay we are making Rs.25,000 in Carvaan also in the

pipeline, so...?

Rs.15000 Carvaan has come. | did not say Rs.25000. For Rs. 15000 Carvaan has come in

and there is a waiting list for that right now.
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You were telling some Carvaan to sell the BMW and Mercedes people also? We are
thinking it might be more than Rs.20000?

Let your wish come true hopefully one we launch Rs.25000. There is work going in one
variant, which may go in that range. So there are lots of interesting works going on right
now here. See the good part is Carvaan is getting recognition out there and acceptance by
family by and large. It is not getting hidden in the bedrooms of people, but entering into the
living rooms of people. People are very proud to showoff to their guests that they have got a
Carvaan. We are going to capitalize on that.

Yes you please accept it and Vikram the credit goes to you definitely and thank you very
much. All the best Sir. Thank you.

Thank you. The next question is from the line of Raian Surabji from Rare Enterprises.
Please go ahead.

Given that Carvaan has proven to be such a success. Is there any other product in vision that
is currently being ideated or that we can expect and | mean | know it is very early days of
Carvaan itself, but is there any other things we can expect?

As | said in the last call also, there are a lot of other products being looked at right now. We
are investing on consumer research and on the technology side. The only thing which will
always remain static right now is Carvaan is less about music and more about the
convenience of listening to music and talking to a particular age group, we will continue
focusing on our basic strengths. You will be seeing many different form factors, huge
factors coming in right now of Carvaan. That is why is am say right now | think 2019-2020

may be even more exciting than 2018-2019 has been.

No Sir. | was not referring to Carvaan variant as such. | am thinking of a new product even

outside Carvaan?

I can tell any product right now between Carvaan and Mini, there is actually very little,
which is common. It is just to ensure right now that my brand expenses are controlled. I call
it Carvaan Mini. There are very different kinds of products that are coming. At the end of
the day, we are in the space on music, so am | going to make a television set tomorrow. No
we will not, whatever we do will be in the space of audio. There are lots of things that we
are looking at right now, which can expand beyond the conventional benefit of Carvaan,

which is giving our catalog music or retro music to older people.
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Thank you.

Thank you. The next question is from the line of G Vivek from GS Investments. Please go

ahead.

Thanks for taking the questions again. One query | want to have is regarding the team and
you had changed the company because it was a very old company and a very laid back
Kolkata style company and so what is the culture change brought in by you and how

sustainable is it and how is the team size and the team backup for it in the organization Sir?

Come to my company and feel it for yourself if | tell you, you will not believe me. It is a
different organization right now. One of the conscious calls we people have taken that the
entire retail business of ours, we will get everybody from outside. So the retail business
from the top level to the down is the people we have hired from LG, Samsung, Tata Sky,
Airtel, and Vodafone that kind of people who are used to consumer sensitivity. The films
business again we have not taken anybody from in-house. Everybody has been brought in
from outside. Most people who have joined Saregama are people who are hungry to prove
themselves in their life. They are not out here right now to live a comfortable life. They are
here because things move fast enough out here. We encourage failure in our organization.
Learn from it fast right now and move to the next one. We discourage inactivity or
risk-taking propensity is on the higher side. We force people to go and meet actual
customers and not take decision sitting out there from the glass offices. It is a different

organization right now. | welcome all of you guys to visit our office and get a feel yourself.

What about the opportunity size for Carvaan abroad especially because one of my friend
mentioned that they had a get together in UK recently in Durga Puja and almost 10% to
15% of the people immediately went in for Carvaan. That was a fantastic response he got
and basically what next after Carvaan and how are you beefing it up abroad especially we
got the Pakistani diaspora, Middle East, UK, Europe. | believe the NRIs have got special
affinity for motherland through old songs?

You are absolutely bang on, so imagine we are doing these numbers that we are doing right
now without even attaching that market. Just imagine how big an opportunity is sitting out
there with us. | have said this to one of the earlier callers also right now. It is a conscious
call we have taken not to divert too much on management’s time right now to those
operations because the moment, | do it, everybody will like to travel to US and UK well the
real opportunity is still sitting out there in India. Right now we are available across the

markets you said. In US, UK, Middle East and Canada, you can officially buy a Carvaan
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through Amazon. We will have to go back and start building little bit of retail infrastructure
also there, which we will focus by having a team in place, which is a local team rather than
trying to manage it from India. All that should start happening from 2019-2020 onwards.

What next after Carvaan Sir anything?

There is serious amount of interesting innovations, which are there in the pipeline. If you
ask me personally | think | am more excited about 2019-2020 than | am even for
2018-2019. There is some very interesting work going on right now. You have already seen
Carvaan Gold, which is a very big thing right now that world’s biggest speaker company
Harman Kardon has decided to put their speaker inside the Saregama Carvaan. It also tells
you right now that your company is being taken that much more seriously by global number

ones here and you will be seeing many kinds of innovations coming into this.

My last query is about me being a new investor in the company, so what is the SAR and
how different is it from ESOP and | am not able to make much sense out of it to be honest
Sir?

The only issue with SAR right now is SAR actually it is not actual stock that is given. SAR
is a right right now where the delta is going to be given between the price at which SAR
was vested and the price at which it is encashed, so there is no real stock change, which is
happening. The issue on the accounting side with SAR is that you have to account for it on
quarter-on-quarter basis. While an ESOP you do not need to go back and do this. So the
good part that when the SAR have actually been exercised, the entire thing has already been
provided for. There will be no financial impact to the company, but in general they are also
looking at a way in which we can find a way in which SAR can impact does not fall on the

company quarter-on-quarter. The moment we have a solution, we will share it with you

guys.
Thank you Sir.

Thank you. Ladies and gentlemen that was the last question. | would now like to hand the

conference over to the management for their closing comments.

Thanks guys. | think majority of the points have been covered right now. All I will go back
and say that for six quarters, we have been trying to prove to ourselves and to investors and
to the outside world and to our retailers that Carvaan is not a fad. It is born out of genuine

consumer needs, the extensive research work we have done after that only we decided to get
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into this space. Internally | do not think we people are very surprised by the success that
Carvaan is seeing and we are very, very sure right now that the future numbers are going to
be even far bigger than this. As much as we all believe in the Carvaan story right now, there
is an equally strong story going on the core business of ours where we license our music
right now to various digital partners. That business is going rock solid right now. We have
grown at 21% on a half yearly basis, but I will go back and project this number of 17% to
18% year-on-year that business will grow. The success of both Carvaan and our core
business is allowing us the flexibility to invest in new content both on the space of music as
well as in the space of films. We will continue doing it so that this company remains steady
for the next 20 to 25 years also. Thanks to attend guys.

Thank you very much. Ladies and gentlemen on behalf of Anand Rathi Shares & Stock we
conclude today’s conference. Thank you for joining. You may now disconnect your lines

now.
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