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Moderator: Ladies and gentlemen, good day and welcome to the DFM

Foods Limited Q4 FY2017 Earnings conference call. As a

reminder all participant lines will be in the listen only mode.

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 telephone. Please note that this

conference is being recorded. I now hand the conference over

to Mr. Raghavendra Jaipuria from Perfect Relations. Thank

you and over to you Sir!

Raghavendra Jaipuria: Thank you Inba. Good afternoon everyone

and welcome to DFM Foods Limited Q4 and FY2017

earnings conference call. Today for the call we have the

senior management represented by Mr. Rohan Jain - Deputy

Managing Director, Mr. Rajiv Raina - Executive Director and

Mr. Davinder Dogra - Company CFO. Before we start, I

would like to mention that in today’s conference call some of

the statements might be forward looking in nature. I would

now request Mr. Raina to make his opening remarks. Thank

you and over to you.

Rajiv Raina: Thank you Raghavendra. Thank you for joining us on the call

today. I hope you have reviewed the financial results

announced yesterday. We will start with the macro view of

the overall market scenario. The demand at an overall level
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seemed to be sluggish during the year. This was further

impacted by demonetisation in Q3 and Q4, while some

revival has been observed; overhang of demonetisation does

not seem to be completely over. This is particularly true for

the wholesale channels, which contributes significantly to our

total sales. However, we believe the underlying demand is

resilient and will enable trade channels to revive sooner than

later. Coming to the financial performance, sale for the fourth

quarter increased by 6.75% from Rs.87.2 Crores to Rs.93.17

Crores when compared to last year; however, sales were

considerably lower. During the corresponding quarter, we saw

a sharp surge in sales owing to the superlative response to the

magic promo, which has not been seen during the current

quarter. Gross margins stood at 39.84% marginally lower than

40.5% in the previous quarter and 40.38% in the

corresponding quarter. The primary reason for the fall when

compared to the previous quarter are the higher cost of gifts

and higher refined oil prices, which have now begin to soften.

Employees’ costs were at similar levels at Rs.8.98 Crores

likely lower sequentially. Other expenses however increased

from Rs.16.02 Crores to Rs.19.7 Crores primarily due to the

higher marketing and production expensive pertaining to the

launch of CRAX Curls. The marginally lower gross margins

and higher other expensive resulted in a lower EBITDA and

EBITDA margins despite higher sales as compared to the

previous quarter. EBITDA for the period stood at Rs.8.52
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Crores and the margins were at 9.13%. Financial costs were

lower due to lower CC limit utilization while depreciation was

higher at Rs.1.93 Crores owing to the depreciation of the new

brown field expansion. Given the above PAT for the quarter

stood at 3.66 Crores against 5.04 Crores in the third quarter.

Coming to the yearly performance sales stood at 344.89

Crores compared to 389.51 Crores in FY2016. The drop in

sales was attributable to the lower sales of rings. The response

received for last year’s promotion was phenomenal compared

to what we witnessed this year. In addition, as already

mentioned overall market demand environment was sluggish

particularly post demonetisation. The gross margins were

slightly higher at 39.68% compared to 39.15% and the gross

profit for the year stood at 136.57 Crores. Employee cost and

other expenses were in check, but higher as a percentage of

sales owing to the lower sales and higher promotion cost for

the recently launched CRAX Curls. The lower sales affected

the EBITDA, which stood at Rs.34.7 Crores against 48.7

Crores. EBITDA margin was 9.9%. Financial cost and

depreciations were higher than last year owing to the first

brown field expansion that was commissioned towards the

end of FY2016. Profit before tax for the year stood at 21.14

Crores and PAT at Rs.15.87 Crores. During the quarter, post

the successful test marketing of CRAX Curls the company

launched the product at a pan India level in the month of
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March and the initial sales response is extremely encouraging.

We are hopeful of the brand adding significantly to our

existing business. In keeping with our aggressive stance on

new products, we have also started the test market of another

product CRAX Cheese Balls. We are tracking its progress

closely and shall take a decision on the launch, basis the same.

On the capacity front, the second brown field expansion was

successfully undertaking and commissioned in March at a

capital cost of approximately Rs.62 Crores, thus giving us an

additional revenue generation potential of Rs.175 to 200

Crores depending on the product type. In addition, the

company has also acquired land in Pune for setting up a

manufacturing facility to cater to the Western, Central and

Southern zones. With GST coming in, the sector may undergo

some structural and operational changes while demand may

be disrupted in the short run, we believe that in the long run

GST will be beneficial for the organized FMCG players and

create a level playing field. The company is well prepared for

GST in terms of the internal framework and logistics

architecture. Going forward, our primary focus shall be on

innovative marketing, distribution expansion, and new

products to drive growth. We have seen the positive results of

innovative and distinct promotions & advertisements. The

team is constantly working on innovative ideas to better

engage and connect with the target audience; such activities
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not only improve the demand, but also have a meaningful

impact on the overall brand. We will continue to expand our

outlet coverage and further improve retail store servicing in

existing markets as well as open up new towns using the hub

and spoke model. The introduction of the new products will

be a key focus area for the company. Our immediate focus

shall be to build and stabilize CRAX Curls, which has seen a

positive response. We shall also consider launching CRAX

Cheese Balls based on the test market feedback. Apart from

this, we shall continue to develop other new and innovative

products to add to our product portfolio thereby leveraging a

strong brand and robust distribution network. With the above

strategy in place, we remain optimistic about the future

growth prospects of the company. So back to you.

Moderator: Thank you very much Sir! Ladies and gentlemen, we will now

begin the question and answer session. We have the first

question from the line of Shariq Merchant from Quest

Investments. Please go ahead.

Shariq Merchant: Good afternoon Sir! Thanks for the opportunity. Sir, two

questions from my side. One is on the new product launches

on Curls and the Cheese Balls product that you are looking to

launch. From a margin point of view would these be higher

margin products or they would be broadly in line with the

existing?
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Rohan Jain: The margins on CRAX Curls are somewhat lower than as

compared to CRAX Rings. It is a slightly value for money

offering, which has extra grammage. We offer about 25 grams,

it is a larger pack size, so at this point in time the margins in

CRAX Curls are somewhat lower than CRAX Rings. We are

also pricing it attractively to the trade as a launch strategy and

we will see how we move forward on trying to optimize

margins. On Cheese Balls, I think it will be sort of in line with

CRAX Rings.

Shariq Merchant: The purpose of these launches would be more product

portfolio expansion or is it also from a capacity utilization

perspective?

Rohan Jain: Obviously we are trying to grow our business and one of the

key avenues of growth shall be the introduction of new

products, I mean as we were talking in the opening remarks

there are three avenues that we have outlined for growth. One

of course is continued investment in marketing in our existing

products to try and gain market share. Second would be the

expansion of distribution and third would be the introduction

of new products. So, as a growth strategy introduction of new

products is key for us. So far 80% of our business comes from

CRAX Corn Rings and we have a little bit of business coming

from Namkeens and NATKHAT, which is another brand. We

would obviously like to expand our portfolio as a growth
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driver. It would also help leverage both CRAX as a brand

name and distribution network.

Shariq Merchant: From a distribution standpoint, what will be

the base of distribution expansion that you are looking at in

FY2018 and FY2019 and also when you enter a new market

you incentivize distributors through an ROI model to ensure

that they push a product initially, so how many of these

distributors have now come out of that to a more normalized

model versus being incentivized by you?

Rohan Jain: So, what we do is that we obviously in all major cities where

operating costs are high in newer zones as we go, we try and

make sure that the distributor is viable for which we either

need to give higher margins to them or we need to give some

subsidies wherever needed. So for example, in the other zones

we are operating at a margin closer to 12% distributor

margins as opposed to the North where we are offering about

7% distributor margins. So that remains as it is. As volume

changes the subsidies keep changing, so you have seasonal

times where you have to give slightly higher subsidy with the

promotion is doing better, so it is not a fixed guaranteed

subsidy for the year. We keep looking at it and as we go along.

So as you go to the South zone, for example, as we expanded

operations in the South zone in three metro cities, we are

extending subsidies there to make sure the distributor is viable.
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So, as we are able to grow our business it is going to keep

coming down.

Shariq Merchant: You would think that 12% will still remain

12%?

Rohan Jain: First, subsidy is being paid will come down, which is

reflected in other expenses and the 12% eventually will not

remain 12%. Obviously if we are able to build the kind of

business and salience that we have built in the North zone

then eventually it will obviously come down below the 12%

number. This will obviously happen with the scale of the

business increasing in the other zones whether by way of

existing products growing or as we add new products, and the

overall volume that we offered to the distributor increases

then obviously we can offer a slightly lower margin to them,

which will still secure the ROI that they are looking for and

the absolute earning that they are looking for, but bring down

the margin. But it will take a couple of years before we can

actually even think about doing that unless of course things

change drastically.

Shariq Merchant: So from FY2019 standpoint how do you look at margins?

Because FY2018 will be disruptive because of GST?

Rohan Jain: It is little early to comment upon FY2019 I think. It will be a

function of how FY2018 is and how things go.
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Shariq Merchant: My last question is on GST. You said that there would be

structural changes in the industry, so how do you see

structural changes standing out from what, how will it affect

both the organized and unorganized?

Rohan Jain: We are obviously little unsure as everyone else is. There is a

large unorganized sector that perhaps does not pay all the

taxes they should. If potentially GST could make it more

difficult for some of these guys to actually operate in the

manner that they have been, some changes could happen in

the overall unorganized sector the way they operate. Some

adverse impact on the unorganized sector could happen,

which is obviously beneficial in that case for the organized

payers who are paying all the taxes like us. But this is again

we have to see as we go along, it is still a little speculative as

to what will actually happen and I think we will have to wait

and watch as to how things pan out.

Shariq Merchant: From a rate point of view has it set you

positively or negatively?

Rohan Jain: I think again it is a little early to say. At worst we expected to

be neutral.

Shariq Merchant: Alright. Thank you so much.

Moderator: Thank you. We will take the next question from the line of

Shri Ram of Mero Investments. Please go ahead. Shri Ram
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your line is unmuted please go ahead with your question.

There seems to be no response from this line. We will take the

next question from the line of Niharika Gudadur from Crisil.

Please go ahead.

Niharika Gudadur: Good morning. My question is again on GST. I just

wanted to know you said the affect will be neutral, so I am

guessing the tax rate that you are currently paying and the

bracket that you are classified on the GST is similar around

12%?

Rohan Jain: There are different taxes in different states, so currently our

average tax rate is actually lower than the 12% number

because there are certain states where we are paying 12 or 13

and then there are other states where we are paying perhaps

only 5, depending on how the state classifies the product.

Now with GST being 12, means that everywhere uniformly

will have to pay 12, which means that the average tax to be

paid on products is going to increase. But there is on the other

hand we are paying excise on certain raw materials for which

we do not get any credit. But when that comes under the GST

ambit that is something which we will start getting credit for.

Niharika Gudadur: So do you expect any drastic effect on your working

capital because of this?

Rohan Jain: I would not think so.
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Niharika Gudadur: Thank you.

Moderator: Thank you. Our next question is from the line of Pritesh

Chheda from Lucky Investment Managers. Please go ahead.

Pritesh Chheda: I just wanted to prick your brain on the revenue growth side.

We had these growth drivers in terms of geographic

diversification in non-North and the drivers have been fairly

similar for the last three years. Is that only in FY2016 that we

saw sharp growth coming up, which was as about 30%, then

last full year we had issues on the growth side? So first if you

could spend some time helping us understand what is going

through, if there are any misses in your opinion and how do

we address the growth side and on a three-year perspective

after introducing these products and the new SKUs what kind

of revenue sales are you looking at from three-year

perspective?

Rohan Jain: So it is hard for me to put a number. We obviously would like

to grow at the kind of rates that we have grown at in the past.

Obviously this year has not been a great year. There are

couple of things that we have tried to outline in the opening

remarks. Of course the overall sort of macroeconomic

environment still seems to be sluggish, so the overall

environmental framework is slow, that is one thing. I do not

think it was particularly great in 2015-2016 also, but I think in

2015-2016 the promotion strategy that we did saw a huge
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response in terms of the consumer buying for our products.

That obviously was a sea change as compared to the year

before we grew by 35%, limited distribution expansion was

affected in that year. During the current year, we did not see a

sea change in the marketing strategy. We saw that we are

building upon the same strategy, perhaps the novelty around

that strategy was a little bit more in 2015-2016. Also as we

are changing our promotions every quarter there is obviously

variability associated with the likability and acceptance of the

promotions. For instance in Q1 we had done a promotion

where we had a mixed bag, clubbing together all the super hit

promotions of 2015-2016 and put as part of one promotion

branded as super hits. It did not have the same kind of

response, perhaps it did not have the same novelty, but we

were also trying. We must try different things and that was

one of the trials we did, but that is the learning we take.

Similarly we had a promotion in Q2, saw good initial

response, but the excitement around the colour changing twice

perhaps did not sustain. So, variability to the promotions was

probably one of the factors. In Q3 and Q4, we obviously saw

a damping impact of the demonetisation, which also affected

our sales. In Q4 last year, we saw huge response to the Magic

promotion, did not see this year. The overall environment as I

said remains slow, wholesale channels are still affected

somewhat, there is an overhang of the demonetisation. In

terms of the drivers that you talked about, there are three
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drivers - distribution, marketing and new products. You have

been following the company for some time and as you see that

new products has not had any growth impact over the last two

years for us. We have essentially been operating with the

same kind of product portfolio. Going forward, as I said, we

are looking at putting in more and more products and I think

that will be an additional growth driver coming in, which we

are hopeful of generating a higher growth than what we have

seen this year. Distribution expansion in a sluggish

environment is always hard. In 2015-2016 we were out of

capacity so there was again limited impact of distribution

expansion, but the marketing just worked wonders. As we go

forward we will keep working on all these three drivers

actively. We have spare capacity to actually keep driving

distribution and putting in new products and we will

obviously continue to engage with our consumer in the form

of consumer promotions, advertising etc., so we hope to

turnaround what we have seen in 2016-2017, going forward.

We are obviously not happy with the performance that we

have seen last year and I think we are fairly optimistic with

the new product strategy and the distribution expansion

efforts etc. that we will be able to sort of grow at an

acceptable rate over the next two years.

Pritesh Chedda:On the variability of promotions part, which had affected the

growth in the first half of last year, one is there a way you can
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address this in the future more mathematically or it is always

going to be trial and error kind of approach?

Rohan Jain: As we adopt a particular strategy and the effect of strategy for

a period of time we become wiser, so we hope that we keep

getting all the learnings. There is no mathematical approach

that one can follow let us be clear on that, because all we can

do is we do promotions, we can try and do our best to

understand pre-launch of the promotion, how the kids react to

that promotion, do some research and testing around it. Apart

from that there is little you can do and there is no substitute

for actually putting it in the market and see what happens. So

we obviously have to keep the learnings, our experience and

our judgement, and rely on that. Some variability will be there

as you go forward, but we hope that more promotions will

work than not. As we add new products that will obviously

reduce the variability in our overall business as those products

that we are launching are without the gift.

Pritesh Chedda:What is your progress on the geographic distribution

expansion now?

Rohan Jain: We are continuing our efforts, for example in South zone

Andhra Pradesh was the state that we opened up in towns of

Vijayawada and Vishakhapatnam. We have opened up a few

towns outside of the three metros in the South Zone. In the

North zone we have progressed further during the second half
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of the year by trying to open up the lower cost starta towns,

which were earlier not being serviced to the hub and spoke

model, so we are progressing. If you want specific numbers or

something we can perhaps discuss offline.

Pritesh Chedda:Do not you think it is expensive without having a plant there

to expand the distribution on a baked snack products, which

transports a lot of air any case?

Rohan Jain: Yes of course it is expensive. The decision we have to take is

to actually be just investing in those zones or the other way

will be actually put a plant there. So we have gone with an

approach that we will first try and build the market and then at

the right point put up a plant. As you may have heard in the

opening remarks we have already sort of acquired land in the

western part of the country so that is the first step to looking

at setting up facility outside North.

Pritesh Chedda:Lastly what is right to win in Cheese Ball and Curl product

line?

Rohan Jain: When is the right to win what can you elaborate that?

Pritesh Chedda:Right to win in sense is there any differentiation vis-a-vis the

peers already available in the market place in terms of Curls

and Cheese Balls?
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Rohan Jain: I do not know whether you have tried the product and I would

like to hear from you what you think is the differentiating

point. But there is certainly differentiation in terms of the bite,

the flavour, the texture and the packaging in terms of CRAX

Curls, has been seen as a differentiator, people have liked the

product. Finally it’s the taste, which is supreme and in this

case anyway there is no gift, which is an additional driver. So

it is of course the product taste itself, at least the initial signs

are that people seem to be liking that product. Early days yet,

but we feel hopeful that will be something which will work.

On the Cheese Balls, again it is a category which is not new, a

category that has existed for many years. But we felt there is a

gap in terms of the kind of products that exist in the category

and also the distribution of the other players that exist in the

category and we are trying to sort of fill that gap with the

Cheese Balls product. But I would urge you that if have not

then I would request you to try some of the competing

products and our products and I will be happy to take any

feedback.

Pritesh Chedda:Thank you and all the best.

Moderator: Thank you. Our next question is from the line of Ankit

Agarwal from Centrum Capital. Please go ahead.

Ankit Agarwal: Thanks for taking my question. Sir, I just want to understand

on this revenue decline that we have seen on a YOY basis a
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little bit more so I just wanted to understand that when we had

launched the schemes in FY2015 was is that there was lot of

inventory push, which happened, which then the secondary

sales being followed through and as a result this year has been

really bad and therefore then look at the sales growth on a

combined two year basis where we can say probably that on

ongoing basis may be the 10% to 15% growth is what one

could look at in future and also Sir if you could comment on

we were looking at new brown field expansion coming in by

January 2017, which had a revenue potential of around 200

odd Crores so if it has come into play and how will that

contribute in the growth going ahead?

Rohan Jain: So your question on the primary-secondary part, no it is not a

question of primary versus secondary. That “in 2015-2016 we

had a lot of primary push with secondary is not following

through and therefore we have seen a dip in primaries in

2017” – that is not the case. Just like to remind you that all

our products are sold against advance, 100 % advance, so you

really cannot sort of dump stocks and that is not the

philosophy at all. We believe that primaries follow

secondaries, and all the work that we do is on driving

secondaries through marketing and trading that consumer pull.

So that is not the case, it is not a question of primary versus

secondary. Having said that, your second point was could we

look at things on a sort of a combined basis, yes sure you



DFM Foods Limited
May 26, 2017

Page 19 of 28

could. If you go back to 2014-2015 we had about 290 Crores

odd of topline. Last year I think market situation was a little

bit more favourable towards the innovative strategy. This year

demonetisation has had its impact, the overall market does

remain sluggish, and it is not a sea change. But if you look at

it, there is probably some consolidation towards the strategy

and may be some of the promotions haven’t worked as well as

they did last year. Of course you can analyze it in that sense,

for example hypothetically if you say that the promotions

worked better last year than this year and if you normalize the

figures of last year and this year by the attractiveness of the

promotions then possibly you will get a slightly different

graph. If you normalize by the attractiveness of the

promotions you will find the last year number could be

potentially lower, this year could be a little bit higher and that

sort of thing. On your other question about the brown field

expansion, this was commissioned in March. It took us a little

bit longer to actually get the product right and do the trials, so

we commissioned this in March, so this is now available for

productions. At this point, utilization is a little bit low because

our sales were actually lower as you have seen, but now this

capacity is available, which means that all further growth that

we expect and can get by way of existing products and on

new products, that capacity is now available to take care of

that.
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Ankit Agarwal: Just to clarify before this we were operating at almost 80-90%

utilization?

Rohan Jain: Let us say we are about 60% or so and it varies from season to

season. From a revenue potential as we mentioned we did

about 390 odd Crores in 2015-2016 and we in Q4 FY 2015-16

we did about 125 Crores, rounding off to about 500 Crores for

the annual. Then we have added another 170 to 200 odd

Crores, with the new line coming in, so that is the kind of 650

plus Crores of revenue potential is now possible.

Ankit Agarwal: But that will basically depend on how new products fair and

the geographic expansion policy will take time for that to kick

in?

Rohan Jain: Naturally how we can push up the utilization is the function of

how the sales go. Just putting up facility does not mean that

we can get the sales, but it enables us to get the sales in case

we are able to generate the sales. So we are obviously

working on, as I said, all the three growth drivers -

distribution expansion, marketing and new products, and

hopefully with those three drivers we will have the capacity to

take care of generating additional revenue potential.

Ankit Agarwal: Could you be able to give us what is the North versus South

contribution for revenues?

Rohan Jain: North let us say about 75% or 75-80% of total business.
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Ankit Agarwal: Within products Corn Rings, Namkeens, NATKHAT what

will be the split?

Rohan Jain: Rings is about 80% odd.

Ankit Agarwal: Namkeens and NATKHAT?

Rohan Jain: Almost even.

Ankit Agarwal: But are you looking at these other two segments to contribute

significantly more going ahead?

Rohan Jain: Because they are smaller so the base is smaller. We hope the

growth over there as well, but given the smaller base

NATKHAT has 10% of sales you get 20% growth on

NATKHAT supposing, that only means 2% in the overall

topline. Of course we are looking at growing those segments

also, but obviously the impact on the overall business for

those products because the base levels are smaller will be

lesser.

Ankit Agarwal: Thanks a lot Sir!

Moderator: Thank you. Our next question is from the line of Shri Ram

from Metro Investments. Please go ahead.

Shri Ram: My question is regarding the competition. Recently one of the

companies in Sanjeev Goenka Group is coming out with the
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products staging competition with our, how do you feel that

will impact our sales and how prepared are we to tackle that?

Rohan Jain: I do not know to be honest, I do not even know which are the

products that they coming out with.

Shri Ram: They are coming out with same type of products like 5 rupees,

10 rupees routine based, 15 rupees etc., all rings and other

things.

Rohan Jain: I do not know. You have the information that they are coming

out with rings?

Shri Ram: They have already started distribution.

Rohan Jain: But I have not seen the product in the market.

Shri Ram: They have got a plan for 10,000 Crores.

Rohan Jain: I have read their article, which talks about 10,000 Crores and

a billion dollars of revenue. The product that I have seen in

the market is I think Makhanas so far. I do not know the other

products that they have launched, but competition is always

going to be there. We have to keep our offering to the extent

that we are differentiated, keep building our marketing and

keep working on our distribution. Competition will always

going to be there, but we have to be alive to what competition

is doing and keep doing what we need to do. It is not that

competition is coming in for the first time, competition has
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been there and we have withstood competition with major

players. There have been the MNCs that have been there. We

will see as it goes and will react. It is too early and too

premature at this point to see how it will affect me and to be

honest I do not even know which products they have actually

launched. It has not come to my notice in terms of which are

the products that they really are focusing on, yes I do hear that

they are also going to be in the 5 and 10 rupees segment, let

us see how it goes and it is too early. We will do what is

needed to try and grow our business. There is little that we

can do about competition, but we have to do what we think is

good for our business and try and go right. I think the

opportunity is there.

Shri Ram: Now why I am asking this question have you considered these

before you are going in for a brown field expansion and

buying a land in Pune for new factory like that?

Rohan Jain: We bought land independent of knowledge that Sanjeev

Goenka Group is going to be launching snacks. My decision

on buying land in Pune was prior to this information and I do

not think that decision would change just because I hear that

somebody else is coming into this place. Parle had come also

in snacks. Perfetti has also come, but does not mean that we

stop doing what we are doing.
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Shri Ram: Secondly, before we went in for the brown field expansion in

March, what is the capacity utilization of our existing plant?

Rohan Jain: Prior to the expansion?

Shri Ram: Prior to brown field expansion, which you have entered in

March, what was the capacity utilization to prior to us that

they installed the capacity?

Rohan Jain: Basically we had a revenue generation potential of about 120

to 125 Crores per quarter. In 2015-2016 in the last quarter we

were at that level of 125 Crores, we were 100% utilization.

During the last year, sales have been little bit lower at about

90 Crores - 93 Crores kind of number, so then the utilization

becomes let us say about 80% - 85% kind of numbers.

Shri Ram: With respect to the brownfield expansion, how many years do

you feel you will take to reach full utilization?

Rohan Jain: I do not know but I hope soon. It will depend on how things

go and we are obviously trying our best to actually take all the

measures to grow the company at a rate similar to what we

have experienced over the last 5-7 years. Our effort will

determine how successful we are and that endeavour will

determine how quickly we are obviously able to utilize that

capacity, but I hope soon.

Shri Ram: Thanks Sir! That is all from my side.
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Moderator: Thank you. Our next question is from the line of Ronak Shah

from SJC advisors. Please go ahead.

Ronak Shah: Thanks for the opportunity. Just wanted to clarify once again

hope you mentioned a couple of times did the brown field

expansion contribute the sales in 4Q 2017?

Rohan Jain: No, it did not because it was only commissioned towards the

end of March.

Ronak Shah: Secondly just in terms of the plan for Pune you acquired the

land, what is the time line in terms of setting this, what will

the capacity be, what do you envisage the total capex to be?

Rohan Jain: We have not worked out that at this point because it will be a

function of what kind of line, what capacity we go, we will

take a call as we go forward. The capex is not likely to be less

than 50 Crores, but that is the number which we will have to

work out depending on what capacity line we go for, etc. At

this point of time, we have acquired the land, which is

obviously therefore then cut the lead time to set up a facility

because we have the land now. We have not taken a go ahead

to actually go and invest at this point in time, but we have

acquired the land.

Ronak Shah: What was the investment in the land itself?

Rohan Jain: It is about 11 Crores or so.
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Ronak Shah: This was done last quarter?

Rohan Jain: Yes this was done towards the beginning of last quarter.

Ronak Shah: Got it thank you.

Moderator: Thank you. The next question is from the line of Rohan

Advant of Multi-Act Equity Consultancy. Please go ahead.

Rohan Advant: Thanks for taking my question. Most of my questions have

been answered. I had one question on the cost head delivery

expenses, which was about 31 Crores in FY2016 or 8% of

sales. Now over a three to five year period we have a plant

outside of North in Pune and hopefully in other places. What

is the lever that you have on this expense, how much lower

could that be over a three to five year period the delivery

expenses head?

Rohan Jain: We have not really worked out the number, but what it would

mean is that our freight cost for example the South Zone are

three times of what they are in the North, our average freight

for North obviously is one third of the South. As we move to

the West Zone (West is obviously higher than the North) there

will be a saving in servicing the Western zone and cost for the

South zone will come down and the central India will be

cheaper to service. We do not have an exact number

unfortunately that I can share with you at this point.
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Rohan Advant: For the Pune expansion our asset turns would be broadly in

line with the brown field expansion we did in the North,

which is like 3:1 roughly depending on the product would that

be the right understanding even for the green field asset turns

would be similar?

Rohan Jain: The land cost, the cost of building are fixed cost that will get

amortized over multiple rounds of expansion that we can do.

So initially obviously you have the investment in the land and

building, and you will start with let us say one line so it may

be a little bit lower. But on next round of brown field

expansion you already have the land, you probably already

have the building and you have lot of utilities in place, so that

would come at a lower incremental cost. So the first

investment is always at a lower asset turns and then it will

increase for the next round.

Rohan Advant: Understood. Thanks for taking my question.

Moderator: Thank you. As there are no further questions from the

participants I now hand the floor back to the management for

closing comments. Over to you Sir!

Rohan Jain: We thank you for joining us on the call today and we look

forward to seeing you at the end of next quarter. Thanks a lot.
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Moderator: Thank you. Ladies and gentlemen on behalf of DFM Foods

limited that concludes this conference. Thank you for joining

us. You may now disconnect your lines.
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