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Ladies and gentlemen, good day and welcome to the Saregama India Q1 FY2019 results
conference call, hosted by Anand Rathi. 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. I now hand the

conference over to Mr. Shaobhit Singhal from Anand Rathi. Thank you and over to you Sir!

Thank you Mamta. Good morning to all of you. Welcome to the Q1 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!

Good morning everyone. Thanks a ton for joining the call. This quarter as was summed
from the last quarter we have continued on a trajectory for growth. The music part of the
business seems to be growing steadily and contrary to the general belief that is all Carvaan
story, both parts of the businesses B2B as well as B2C seem to be showing pretty healthy
growth numbers. Overall basis and year-on-year basis, music part of the business has more

than doubled. Q1 last year versus Q1 this year.

Carvaan is a huge bulk of that. Compared to last quarter of 146000 units this quarter we
went to 164000 units of Carvaan and Carvaan Mini combined. This came on the back of
overall a growing demand for the product. A first time top of the line marketing campaign
that backed Carvaan, till now we have never done the marketing campaigns, and launch of
Carvaan Marathi. The good part is and which is very comforting to us internally that as the
volumes are going up they are not coming at the cost of margins. As the volumes are going
up, we are using the scale and the scale is still not very big. 164000 is a very nice number,
looking at where we were maybe a year back, but on an overall basis, we still believe it is
not a large enough number. We can scale it up much more, but even with that growth in
number we are able to improve our gross margins, which are as committed to you in the last
call that we will show further improvement this year and by the end of the year, | had
projected a number of 24%to 25%. We have already touched 23%, which means within a
year from 17% gross margins, we have gone up to 23% gross margin, which for us is a

very, very comforting part.

The product also won lot of awards all across, in Economic Times Innovation of the Year

Award. It has won Asian level SCs Award, which is a reasonably coveted award in this
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space. It is getting recognition from both sides. Launch of the language versions are
allowing us to penetrate deeper. Our retail network is becoming stronger and stronger.
Today, it is almost impossible to find any modern retail chain in the country, which is not
putting up Carvaan. All of you, whichever cities you guys are maybe in, go out there, walk
to any Croma, walk to any Vijay Sales, walk to Crossword, walk to a Fair Deal, Vivek, you
name it. You will go out there and find Carvaan being placed with a very decent placement

most likely closer to the entrance of the store itself.

That also shows that the network in general has now started believing in the product much
more. Like many of you, the network also initially thought it may just be one quarter
wonder and they are realizing, the product has got serious potential and they are ready to go
back and pack to the fullest. So Carvaan was a great thing and the journey continued in this

quarter.

On the B2B side the publishing part of the business showed a very handsome growth. We
have seen upwards of 30% growth coming in the publishing business. This is on the back of
TV broadcasting doing well. Also, the fact that societies, PPL and IPRS as stated in my last
part of presentation, we will see an upswing coming from their side. IPRS has got the
government registration. Under the able leadership of Shri Javed Akhtar, we will see that
IPRS will get more and more effective in getting monetization done of the right set that are
sitting out there. We had a change of leadership at the PPL level also. We have a new CEO
there. There also we are seeing very good results coming within six months of the journey.
In fact, the first quarter of PPL had shown a growth over the previous quarter and all of us
being shareholders, we end up getting because our music gets monetized through these two
societies. We obviously are going to see a greater upswing and first quarter was a testament
to that.

Our OTT or streaming business, | had projected a 40% odd growth coming in and it
continued we saw a 41% growth in OTT business. Our gain, | am repeating myself, till a
year back, everybody feared that this OTT part which was based on minimum guarantees, is
it a sustainable business or not? The great part is that the actual number of screens is going
up. If you see Q1 last year to Q1 this year we are almost doubled on the number of screens.
It is not a minimum guarantee nor the screens that are coming out are moving at a much
faster pace. In fact, if the revenue is growing at 40%, screens are growing at 100%, which
shows that we have a decent amount of headroom even in this space to help us out. In fact,
the whole strategy to acquire new film music, which has just started, seems to be bearing
fruitand OTT is a very good space where you can see immediate results. 102 Not Out was a

one high profile movie that we released this quarter along with four other Tamil films and

Page 3 of 26



Saregama India Limited
July 24, 2018

102 Not Out helped us a lot. Because of the first high profile movies we have acquired it
opened doors with all our partners. They started taking us a little more seriously about our
claim that we will acquire new music. In 102 Not Out, we had also as part of the deal
ensured there is a Carvaan placement happening in the movie, which helped a lot. As much
as our advertising helped, similar was the help that we people got out of Mr. Bachchan and

Mr. Rishi Kapoor using Carvaan within the film.

The New Music acquisition strategy slow and steady we people are moving, and it seems to
be going as per our projections. The other big thing that happened in this quarter was a
launch of a third Tamil serial. This is a daily that we launched on Sun TV called Roja. We
are now running three daily on Sun. Close to around 1700 minutes of content we are
creating every month for Sun TV and the IP of all the content stays with us. Roja when it
started in the first month was working on lower ratings. By July, it is the second highest
rated afternoon program on Sun TV. By the way, first position program happens to be
Saregama program So, we people are now in a pretty descent position in the female TRP.
This program is doing very well. Since the advertising inventory sold by us, good ratings
mean that we will be able to maintain our rates and as the festival starts coming in we

should be in a good enough position to go back and monetize this.

Our movie business in this quarter went a little slow in terms of releases. We in fact have
not done any proper release. There is only a theater release. As you guys know for us the
real release of any film is the digital or TV release and not theatre release, so we do not
make films for theatre. Abhi and Anu was released in theatres from critic’s perspective, got
its accolades and we will be closing deals very soon. We already have closed two more
deals for our films with a digital platform, which will be reported in the current quarter,

which is July to September.

This quarter, as we had announced earlier also saw a fire happening in our godown, which
has had an impact both in terms of the topline and the bottomline when you see. The other
income includes this one-time recognition of the revenue from what we expect to get from
the insurance companies. We have taken a very conservative estimate. We have a cost of
Rs.37.5 Crores, which has been factored in under various heads and Vineet can tell you
later about those. While correspondingly we have taken revenue of Rs.34 Crores, which is
sitting in the other income side, which means there is a loss that we are taking in this
quarter, which has fully factored in on a conservative basis right now Rs.3.5 Crores. This
quarter as | said also showed a higher marketing push, which is coming out there on
Carvaan because of which the marketing costs are going to be higher this quarter. You will

see this delta becoming even more in the coming two quarters.
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Any daily TV serial right now, every time the initial episodes are done you incur what are
called a setup cost. The first 70 to 80 episodes end up moving out there at a loss and then
after that you end up moving into profits. This is a very standard at operating loss level. It is
a very standard practice across all daily serials. We believe that space is going to get over in
the April to June quarter and this quarter onwards we will be in a better position to go back
and write higher revenue to take care of the cost, so things are as per schedule right now. |
am not worried out there at all. The royalty number is showing a very high delta. Those of
you who were on the call in the last quarter, | had stated that the Q4 numbers were very,
very low because Q4 we had done some kind of a reversals of the Q2 and Q3 numbers. Last
year that time also, please see the royalty payouts on a consolidated basis for the year and
not for the quarter. Looking at that number right now the royalty numbers have grown only
at the same rate at which the Carvaan sales number have grown, so there is nothing

disproportionate that is happening out there on the royalty side also.

Overall, we have seen a very decent growth coming in music. Films and television business
did not grow in this particular quarter, but you will see a decent change happening in the
coming quarters as more and more deals start getting fructified. On the movie deals, it is a
conscious strategy right now that having sold two of the deals with additional cap funds
were done earlier we people were going steady to get the right realization for our movies
and that strategy seems to paying off. | see a decent future for that too. We had committed
to you a PBT without a SAR impact of 14%. We already in this quarter have touched a
number of 13%. Had this Rs.3.5 Crores of fire loss had not happened, hopefully we would
have even delivered a 14% number for this quarter, but overall our projection of 14%
number on PBT without SAR continues for the entire year. That will be all from my side

ladies and gentlemen.

Thank you. We will now begin the question and answer session. Ladies and gentlemen, we
will wait for a moment while the question queue assembles. The first question is from the

line of Amit Kumar from Investec. Please go ahead.

Thank you so much for the opportunity Sir. Actually, 1 just had one question really on the
capital allocation of the company, so the way | look at it five business lines the legacy,
music catalog, Carvaan be it a little bit of TV content production that you do down South
films business and the new music that you are acquiring? The first three are not sort of
really very capital intensive? Carvaan has scaled up, so | do not think it requires sort of self
funding at this point in time, but the latter two | know these are fairly sort of long dated
investments in intellectual properties, so which one of these two would you sort of prioritize

from a capital allocation perspective?
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There is no specific priority we are working both of them are a part of our bigger strategy to
use the monetization of our existing catalog content to get this company ready for future
and we are saying we will be investing in all kinds of IP whether it is films, television or
music depending on what we believe the potential returns that we can get from that IP, so

we are going on a case to case basis and taking a call.

That is the point, which | was sort alluding to also because | am not sure | fully understand
the returns from the film strategy that you have and it is not very big. We are talking about
sort of undertaking very small projects out there, so definitely scale is going to be challenge
out there? At least on the music business what we feel there are three big players there is
definitely space for more TCB and Zee Music, Zee Music definitely we have seen within a
three years sort or rather within a four years of time span to get to Rs.100 Crores kind of
scalability with decent profits as well as what we understand, would we not be better off
focusing because that is anyways is a core business that sort of adds on to the library and to
the catalog music business that you already sort of have on our plate? Would we not be sort

of better off focusing on that side rather than on the film side?

Film business is not taking that much amount of cash. As we have said earlier also right
now the maximum amount of money that we spend on a film is between Rs.4 Crores to
Rs.4.5 Crores. We do not go beyond that and most of the times right now and by the times
end of this year, the returns or the sales revenue that we will be getting from the licensing of
our catalog of our first set of movies will start funding the rest of the movies. In fact, the
film business unlike the conventional films business is not a very capital-intensive business.
Film business is what is going to help us a lot is that within number of platforms that are
going up in this country offering video streaming content. It is a very, very handy business
for preparing the company three years down the line. If you see the news now, Walmart has
also announced that they want to get into the film licensing and subscription business, so
you have some of these biggest companies globally, all eying India, all are looking at the
video content and we are competing with the television channels right now who are also
looking for the video content. We believe in the days to come any company, which is
making quality content will be in a position to go back and drive very decent multiples and
that is not taking attention away from music, so be rest assured music is going to take a
significant amount of our attention and resources. It is just that on music also in the
beginning we have consciously taken a call that we will grow slowly rather than getting into
very high-profile movies and burning our hands without fully knowing how to go back and
monetize the latest content. The initial steps we have taken, we have taken all seven to eight

smaller budget films last year. We are already upping our numbers in terms of what kind of
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films we will be taking. It is slow and steady movement, which is happening right now
towards eventually going out there and becoming a formidable player in the new content

acquisition too.
Understood. | appreciate it. Thank you so much.

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

Please go ahead.

Sir what is our advertisement budget for the whole year? Our advertisement in June quarter
on advertisement is Rs.22 Crores, which is three times our net profit, so if it is justified or

what is the budget for the whole year Sir?

Let me just answer the second part, which is it justified, or not? Please understand if the
Carvaan sale is happening to sell any consumer durable product and Carvaan is like any
other electronic products. You will need to create awareness amongst people so that the
products start selling. Please take it the sales number in conjunction with the fact that we
are working on 750000 units’ sales happening out there of Carvaan in the country. To
manage those kind of numbers, which are unbelievable if | say so. You will need to go back
and do the basic marketing spends. Rest assured these marketing spends in the long run are
going to be pretty profitable to make Carvaan a very established brand and as we launch
newer variants of Carvaan they will not be taking as much spends that Carvaan is taking at
this moment. Even at the net margin level, because majority of the market spends are going
behind Carvaan. At a net margin level also end of the year Carvaan is going to show decent

profits.
How much budget for the whole year you may expect?

I am not in a position to go back and comment on the specific budgets out here right now,

but what I am promising you at this juncture is to show a net profit.
Sir Indian plant has been started in July, which you are planning?
Which Sir.

Indian plant?
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Indian plant has started right now. In the month of July, they will be churning out 15000
units. This is the Greater Noida plant and we are scaling up the numbers out there slowly.
That is something we all follow in a new unit that we do not end up taking it to the peak

capacity. In the end it is geared up to produce 50000 units on a per month basis.
But it is a third-party plant not ours, right?

They are all third-party plants. There is no capital expense from our side on plants.
Any movie we released in June quarter?

For us a movie release means that digital sale and we have not done any digital sales, which
can be reported in the June quarter. In fact, the deals that the people have done, they have
finally got inked now. They will all be seeing in the July or September quarter. In the month

of June, only Abhi and Anu from critic’s perspective a theater release was done.
Sir we take the existing director for this movie or we take new directors?

Directors approach to us. Our approach is very clear right now, it has to be very high on
story and very low on star cast and known director, so that the fee that we are paying to
these guys are not very high that is how we have been able to go back and create movie in
these kinds of budgets and in spite of that Netflix is going out there and buying all our
movies. In fact, second movie called Brij Mohan Amar Rahe, which | had announced in the
last that the sale has happened, you will start seeing the advertising of that starting from
Netflix side from this week onwards, they are presenting it in the month of August and a lot

of fanfare, it is going to come on Netflix.

Okay and Sir in Q4 concall you assured there will be not be any loss due to fire, but it is

now 3.5 Crores we have booked, so will you comment anything?

My understanding is that there is a 5% standard deduction that always happens and the
insurance claims, keeping that in mind, we have to go back, and unless we get the final stuff
in our hand, which will take may be another month or two, this is the most conservative
basis on which we people have gone out there and put a 34-number, obviously management

attempt will be to minimize a loss further.

Thank you very much and all the best. We will meet in the AGM. Thank you.
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Thank you. The next question is from the line of Ankit Agarwal, an Individual Investor.

Please go ahead.

Sir | just wanted to ask out of the 164000 units that we sold of Carvaan how much did we

do in the June month?

We do not monthly level numbers out here, but all I can give you is large number happened
around May. It was bigger month if I may say so because the Mother’s Day happening and

the advertising campaign breaking and 102 Not Out also happening.

Okay, so do we think that on a per month basis like a lakh unit sale is feasible for the next

nine months or that is too high a number?

We will maintain a projection of 750,000 units for the year. We did a very flat, even say
100,000 had I said 10,000 on my own, any of you guys would have laughed at me saying, |
do not know what | am talking about, even 750,000 units many of the analysts do not
believe that is the achievable number, so | will maintain the 750,000 unit part only and we

believe we are on track to achieve that number.

Okay, one last question if we see more demand then do we have the production capacity to

meet that?

Yes, the production capacity has been built right now to manage the number that you had in
mind, which is 100000 unit per month and we are already with the fourth plant the way it is
getting geared up right now, we will be able to go back and scale it up further. We will
never come to you again saying right now that the supply could not meet demand that
happen in the first three months or five months when we were just setting up this business,

now we have gone out there and made the right investments there.
Al the best Sir. Thank you so much.

Thank you. The next question is from the line of Swathi Krishna from Moat Portfolio

Manager. Please go ahead.
Thanks for the opportunity. My question is, is it sustainable in the long run to do with this

one product that is Carvaan or is there any plans of expanding to other devices like the

headset and iPOD also would Carvaan be introduced in south languages in this quarter?
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Let me go one by one. So Carvaan is not going to remain the way the Carvaan is. | would
have shared that little more right now in my closing remarks that Carvaan itself is getting
upgraded and you will be seeing that version coming in the month of September. There are
variants of Carvaan coming in right now which are going to be more premium, which are
more of a margin strategy that we people will have then there are different kinds of
products, which follow the principal of Carvaan, which means preloaded music with
integrated speakers and a very easy user interface along with Bluetooth and USB capability
and if that being the principal and the audience being 40 plus there are multiple products
that are getting planned out here. In fact, one of the product is all ready and we are just
wondering when to launch. Should Diwali be the right launch time or Christmas is the
launch time or may be next year, so there is a large amount of work happening right now in
the product development, but | want to give you the comfort right now is we do not look at
Carvaan as music product internally at Saregama. We look Carvaan as an electronic
consumer product within Saregama and all the R&D that is happening is keeping that in
mind. You were asking other languages, we already are there in Hindi, Tamil, Bengali and
Marathi. Are we looking in more languages? There are couple of other languages also that

we people are considering.

Okay, are you looking at collaboration or an acquisition or plans with other companies,

which are into entertainment space?

You said about acquisition in artificial intelligence?

No, I mean in the entertaining piece, like Music Card like movie sort of things?
Music card?

No entertainment for example movie or music like some other company are you looking at

collaboration or acquisition with these?

In the movie part, we are open, we are not stuck on any models right now. We are very
open as long as it is an IP based strategy. What we are not very keen on doing right now is
our services business whereby we create content and handover the IP to somebody else. |
will repeat the broad thinking right now, that with 380 million smartphones in this country
and data cost falling below Rs.5 per GB we believe in year or two years down the line right
now almost everybody who is a paying customer will have a smartphone and an insatiable
appetite for content. We want to ensure whether it is audio or it is video content, we are the

content owners that ends up fueling majority of the platform for Indian content need, that is
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where all the investments are going and we will follow all possible strategies to do this and
while doing this we do not want to take any of this very large risk project, so we are not
making films, which are made for 300 Crores theatrical revenue that is a different business,
we are not getting into that business. Our business is the smartphone device that is going to
be there in consumers hand and we will form whether it is joint IPs, whether it is joint

production path right now, whether own IPs we will follow all possible routes.
Thanks for the clarification. Thank you.

Thank you. The next question is from the line of Pranav Bhavsar from ASA Capital. Please

go ahead.

Good morning Sir. Do you share exports breakup, so of this 164000 units any exports that

has been done?

Exports revenues are not part of the revenue numbers that all get consolidated in the end of
the year, but what | can give you the comfort right the only country in which we have now
started pushing a little harder is US, the other countries, which is UK and Canada we at this
juncture the focus is to put the product out there, put it on Amazon, do only Amazon level
push and nothing else, we are not spending money, setting up a retail infrastructure out

there yet, we want to stabilize India little more before we start pushing.

Like from India also any breakup on how much is coming from Amazon like online

channels versus your retail channels?

I will not be able to share that, but I can tell you this right now contrary to the belief, a

broad majority comes from retail network, not digital.
Okay. Thank you so much Sir.

Thank you. The next question is from the line of Dhwanil Desai from Turtle Capital and

Investments. Please go ahead.

Good morning. Three questions from my side. First is on the B2B side, so | think if I look at
the presentation, the growth on the publishing and OTT side is very, very robust, but if |
look at the overall numbers looks like that the B2B numbers are flat, so can you throw a bit

a light on —is it because of the telecom business that we discontinued?
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Smart question and a very smart observation. It is not flat, there is a growth in B2B side
also, but yes you are right, the telecom part is what is taking the beating and more
specifically we have gone out of the WAP business. It is in the fourth quarter 2017-2018
when we took the conscious call that Saregama will completely go out of WAP business,
that WAP business is sitting as part of the first three quarters revenue especially the first
quarter with substantial revenue last year, which show the big decline because we are out of
that business completely. The caller ring back tone business is a flat or a minor decline kind
of a business that we people are looking at. For comparison, it is one more quarter where
telecom, WAP business, was there in 2017-2018, WAP business, but it is not there in 2018-
2019. From Q3 onwards, it will be true reflection of this segment which is going to be start
showing a large growth. The segment which are the segments for tomorrow publishing
business, YouTube business and very important OTT business, they are all showing very,
very steady growth, growth which is based on fundamentals and not just one deal

happening here and there.

I think from the Q3 or Q4 onwards we will see the trajectory of growth slightly different

than what we are seeing?

What is happening right now Q1, all growth is happening because Carvaan had just been
launched and that quarter we literally did not, we did a test launch, so all these is growth, so
by the time we are in Q4 then we will have a tougher time convincing Carvaan growth story
because the denominator will also have Carvaan, but the B2B story becomes even better
then.

Sir my second question is on the Carvaan side and this is more to do with overall system
setup that we are doing in order to scale up this business, so wanted to understand what kind
of service network, support system that we are building in because now we are going pan
India, we are going deeper into Tier 3, Tier 4 towns, so as we sell more and more units we
will need to have that kind of a support system and service networks available, so if you can
throw a bit light on that and also what kind of | mean are we already building in the

warranty cost in our P&L or it is something, which is not yet part of it?

Both the answers, | will give you, let me give you the second one right now, we are already
building the warranty cost as part of the P&L, so no surprises are going to come and hit you
right now at a later juncture. The good part right now is that the failure rates are reasonably
low, we had our initial set of stabilization issue right now especially on FM part and some
of the other things, which are connected to the transportation within the country those issues

have sorted out right now, so at this juncture it is in a pretty steady state. There are two or
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three points, 1 would like to drive out here, we people had zero dealers for selling Carvaan
right now because Carvaan not been launched or Saregama owned less than about 20
dealers as of April 2017, today we are having more than 12200 dealers who have build at
least one Carvaan and ours is cash and carry, we do not do anything on credit out there
within Saregama. So, the speed at which network has grown out there for us, there is
primarily consumer durable and telecom and gifting shops right now which are selling this.
Part number two that entire team that looks after Carvaan, entire team right till the person
who heads that business right now, everybody is new to Saregama, nobody has been taken
from our existing business, these are the guys who have been hired right now from sales
and service setup of LG, Samsung, Tata Sky, Airtel, DTH, Vodafone kind of companies, so
these are the guys who have been there in the business of electronics and services. | said in
the beginning also we treat Carvaan as an electronics business, a personal good product

rather than just music going in.

On the service infrastructure we people have tied up right now for last one year with Jeeves,
which is a Flipkart company, which specializes in third party product services, they are
available across 300 towns and we work very, very closely with them, we have our own call
center also now, which is monitoring this and we are going out there making further
investments on the service side to ensure that there are no pitfalls coming in. Very rarely
and | have around 25 years of work experience and it is only marketing that | have done
throughout my life, I have not seen any product that in one year, actually a new product in a
brand-new category, which can become a perceptual leader so fast. One is that the product
is doing well, second is overall the response and the feedback to the product is very positive
and we are making all the necessary moves to ensure that the brand Carvaan does not get hit

because of any poor customer service.

That helps. Thanks a lot, and the last question is on this IPRS and PPL thing and if you look
at the global music industry the performance rights is a very substantial part of the overall
revenue mix at least 12%, 13%, 14%, so how big this number can be for India or are we any
different and without getting into numbers, what percentage of shares that we as a

shareholder — Saregama as a shareholder can plan to have in the overall revenue, if you can?

It will be substantial. My problem is literally starting closer to a zero number, any number
at this juncture right now looks funny, meaning, some stupid growth percentages here. We
believe right now that it has got a large enough upside potential sitting in there. All I can
tell you right now is the only other place right now, | am personally sitting as a Director is
IPRS, | do not sit as a Director anywhere else because we see right now a large enough

potential coming in. Javed Akhtar Sab who is heading this it seems to be steering it in the
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right direction out there. We have more and more of users who are now accepting that a
license has to be taken from IPRS, so you will see in the days to come is becoming a large

proportion or revenue for everyone.

And that drives you close to the bottomline is that safe to assume?
Whatever money comes from IPRS flows to the bottomline.
Okay, great. Thanks a lot, and all the best.

Thank you. The next question is from the line of Tejas S from Trust Group. Please go

ahead.

I have just two questions on your annual report there is an interesting line it says that we are
looking at getting revenues for Carvaan on recurring basis and also open to extending the
platform to third party content provider, so if you can elaborate on that, that would be my
first question? Second is | was quite shocked to see that we were not able to generate cash
last year and majorly it went into working capital increase especially current asset
receivables and inventory, so if you can throw some light on the receivable side and how do

we see operating cash flow for this year? Thanks.

Let me try to attend the first one and | will ask Vineet to take the second one. On the first
one side, right now see there is limited amount of stuff 1 can tell you beyond this on
Carvaan Future Path, this question is often asked right now that will Saregama ensure right
now that Carvaan is only for its own music. Philosophically, 1 am against it because
Carvaan is electronics business that we people are in. Carvaan is a way for people to listen
to their favorite music at a press of a button, so principally if anybody else wants to come
out there and say that we want to put up a content out there as part of Carvaan we are going
to be open to it at a right financial deal. Right now, we are very, very open to that idea,
whether it is any other Indian label or it is any of the global labels what we have gone out
there is patented Carvaan. This concept is now sitting out there with us and there are
substantial entry barriers that are getting built whether it is a retail network which has got
setup right now, it is difficult for anybody else to jump into it. It may be easier for some of
the people to just piggyback on it, we have already started getting feelers for some of the
smaller labels going back and saying can you put our content also as part of this. Are we in
principal open to the idea? We are in principal open to the idea. Are we actively pursuing
it? No. At this juncture we have enough content of our own to fuel Carvaan numbers that

we people are looking at. Second part is Carvaan till now is like a washing machine or a
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refrigerator. You sell Carvaan you make your margins right now a 23% gross margin you
have done with it, we are looking at ways in which can | have an ongoing revenue stream
also coming out there, in that case it will become like a Tata Sky Set-Top Box, consume
pay something upfront and then consumer has to pay something on an ongoing basis also.
We are looking at there are no precedence’s like this, there is no product globally called
Carvaan or like Carvaan out there, so it is difficult for me to find a precedence, but if this
become a platform on its own from which I can have a recurring source of revenue coming
in, various things are being looked at. | am not at a liberty to share anything more, but there
is serious amount of work going on in this space both from the content side as well as R&D

is concerned. So that is the Carvaan part, now let Vineet take the other question.

On a working capital side, | think whatever sales we are doing is explained earlier as well,
Carvaan is completely on cash and carry basis. There are very few retailers where we give
them credit that to generally 30 days credit, so entire sale is on the cash and carry so we do
not have any challenges on the cash we maintain the company is a debt free company and
want to remain there. Q1 there is only small accident is happening in the beginning of the
year because of which we need to manage our inventory. We lost our entire inventory on
March 31 in fire and we rebuild that. Apart from that we are not investing anything real
time in working capital, we are completely cash and carry company, and will remain cash

and carry.

Thanks for that answer. My question was basically for the full year number last year which
is FY2018 and we have a great product, great pull in the market and when we compare
ourselves with other consumer electronic companies the main underlying thing is that they
generate large cash flows because of the pull, but we could not in last year FY2018 and

mainly because of the three heads which I said, so how this year you would look at it?

Firstly please | am very flattened that you are comparing us with this large consumer
companies, remember it is a brand new category getting created with the brand new
product, I was the first employee of Tata Sky when we were creating the category there and
I understand right now how the first year goes for any new category creation — we are in
category creation phase in spite of that Carvaan has thrown profits last year and obviously
the numbers are going to become much better in the year that is coming in here. The B2B
numbers are also going to throw enough cash back. The call that we people need to take at
any juncture is what do | do with that cash, do I reinvest as part of content whether it is
audio or video or do | keep the cash with us. Our conscious call is that we will go back and
reinvest in content and please remember whenever | am reinvesting in content we charge it

off. Any of my films that | am investing in they get charged off in the year in which the

Page 15 of 26



Tejas S:

Moderator:

Ravi Naredi:

Vikram Mehra:

Ravi Naredi:

Vikram Mehra:

Ravi Naredi:

Vikram Mehra:

Saregama India Limited
July 24, 2018

movie is released 100%. What | can assure you the two-guiding principles with which
Saregama management team is working right now, one we will remain a debt free company,
number two we will go back and throw a minimum PBT without SAR impact on it right
now of 14% in the year and this is after charging of all the content that we people have

acquired and released in the financial year.
Sure. Thanks a lot.

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

Please go ahead.

Thank you again giving the chance. Are we planning to make any Hindi TV serial for any
TV channel?

Our stand is very, very clear out there if I can retain the IP, yes, we used to make Hindi TV
serials earlier and we were never able to retain the IP we have consciously got out of that
business last year, so 2017-2018 was the year in which or what we got out of all our non-
core businesses whether it is WAP or making serials for somebody else as a services
company. Now our stand is very, very clear right now, we will primarily go for content

where we retain the IP ownership.

Okay and all songs of Carvaan posted on WhatsApp group usually often any plan to check

it?
Sorry | could not get your question?

All songs of Carvaan, 5000 songs always play in the WhatsApp group often is someone

sending like this?

What has happened is that is very clearly competitive move right now by one of our
competitors. Give you comfort right now, no WhatsApp server is capable of putting the
entire Carvaan Music what you see as part of the WhatsApp part is somebody has taken off
from YouTube channel, Saregama YouTube channel, the first five second that you here
right now Carvaan ka ad, which is playing in out there. It is one one-and-a-half hours of
content, some places there is two hours of content, the way we look at internally right now
we see this it is competitor doing a marketing activity for Carvaan. It is not impacting Sir.

Do keep in mind what we are selling is not music, that music is very easily pirated and
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available. What we are selling is electronic product that makes listening to music very, very

convenient and has the packaging of nostalgia all around it.

Okay and a small question, when do you receive this insurance claim?
Insurance claim we are expecting to receive in Q2.

Thank you very much and all the best Sir.

Thank you. The next question is from the line of Aakash Manghani from BOI AXA

Investment Managers. Please go ahead.

Good morning Sir. Thanks for taking my question. You mentioned that Carvaan sales on
cash and carry. | would like to understand for FY2018 in the first place, what was the

inventory days and payable days related to Carvaan?

I do not know, we cannot get into that much detail. So, the model is very clear, music
industry follows from model of credit since we do not consider Carvaan to be a music
product, we consider it to be an electronic product right now, we follow the principle of the
electronic business, which is the distributor pays us upfront before he takes our products
and distributor in turn goes out there and manages the product, the retail network and
distributor takes its own commission for doing so. Hence there is absolutely no chance right

now that is coming in of sales returns coming in.

I understand that, but basically my question is you might be holding some finished goods
inventory at your warehouses and you are getting these products manufactured from an
Indian manufacturer and you are getting some from the Chinese, so what is the credit period

you get on the manufacturing capabilities?

| suspected there are two parts | have tried to answer this | do not know. Part number one,
we are now maintaining between the inventory that we own and the inventory which is
owned by the distributor, we now are keeping a pipeline of 60 days in the market, some of
that has kept by us and some of that has kept by the distributor. Distributor one is obviously
fully paid to us and ours is something, which is sitting as part of our books. On the
manufacturing side, we are focusing more to increase the number of vendors rather than
scale up the existing vendors and get better terms from them, to ensure this we have to keep
on supporting these newer guys by giving them advances, we have not reached a stage

whereby we can get that kind of terms that you are looking right now on credit we read
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from these vendors yet, it is a conscious call. The increase in gross margins and this is
another point just for your reference. The increase in gross margins that the people are
showing quarter-on-quarter is not coming out of lower cost of material, all that is coming
right now is we people driving out all inefficiencies in our logistics, in our warehousing,
servicing infrastructure and dealer network. The focus in manufacture is very, very clear
right now is hedge your risk, get more guys coming in so that we can go back and ensure
that the Carvaan numbers start have to look far bigger than 750000 units also we have
enough guys who can go back and provide this to us. Which means that number or units |
am giving to every manufacturer not necessarily going significantly up on a quarter-on-
quarter basis, so | am getting additional manufacturer in place, which means we are not

flexing a muscle yet to get terms which on the credit side.

I do not know what is the inventory that you would be having on your books, but your net
cash conversion cycle on this business would be in the range of a month or so, some broad

number that you can talk of?
We can consider that close to a month.

And you mention that the increase in gross margin is driven by efficiency is coming out of

logistic servicing?
Logistic servicing, warehousing and dealer distributor margin.
Okay and what will be the item, which is driving the maximum?

Let me leave it right now because everything out here is going to be quoted right now by
my partners after that. It is all forgoing out there and volumes keep on going up remember
since there are actually brand new company in this space even if you take a warehouse, you
have to take a warehouse for a minimum part and size and as units are very, very small right
now than the loading per unit becomes higher whether that or partnership will be the service
guys or what we are doing with the dealer distributors, for many of the distributors, there
was brand new category not even constraint working out here. So, all that we are driving
now that is getting more and more established as a product, we believe right now that the
margins, our desired gross margin number are 25% should be an achievable number by the

end of the year.

Can you help me with the RM to sales for the product because gross margins including all

of these other components as well, what will be the pure RM to sales for Carvaan?
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The only number we will be in a position to go back and report right now the gross margins
out there, the only thing which is not part of which has not been debited while calculating
gross margin are the above the line marketing expenses rest everything has been factored in

at operating gross margin that all I can share with you guys.

Okay, the next question is what is the plan for A&P related to Carvaan for the remainder of

the financial year? What will be the cumulative number that you will be looking at?

Asked earlier also right now. All I can tell you, | cannot share my plans out there in public
with competition there. We people have very aggressive A&P plans right now, the current
quarter which is second quarter and for third quarter. We want to capitalize during this
entire festival season. The key part is to go back and find everywhere right now to exceed
the 750000 units sale target, but in the end Carvaan will be net margin positive product. We
will not come back to you and say that on gross margin we are pretty decent for all the

money has been spent on marketing that assurance | can give you.
Could you talk about the net realization that was in Q1 for Carvaan?

Again, right now we have gone out there and shared with you the gross margins, we people
made on Carvaan in the last quarter, overall if you see my profitability that has gone up

significantly compared to a year before and one of the primary factors there was Carvaan.
You used to talk about Rs.4000 net realizations, you are not giving that net?

Rs.4000 is the net realization. That is the impact on my topline. The gross margins on that
filling 23%, 750000 units is the number that | am talking to you about that we will be going
back and selling, 50000 combinations.

Rs.4000, have not fallen because I think there are more of the units that you might be doing
now so that is Rs.4000?

Al I can tell you right now, the sale is primarily Carvaan not mini.

The last question is on the publication business, | mean FY2018 is a big drag on the P&L
and balance sheet has been so for the last few years, the open TV, magazine, what plans on

that over the next one to two years. Can there be a loss of 12 Crores?
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We cannot give you anything that is different from what | have said in the last few quarters.
I think the last two quarters | have been saying is that there is a serious intention within the
group right now to avail and understanding an appreciation that the initial plans that the
people had open being media business for it to be consolidated with the only other media
company within the group which SAREGAMA made a lot of logical sense, may be with
SAREGAMA moving in very different areas right now may be it makes less sense so they
are considering it very seriously to find a solution to this entire part. The other assurance |
can give you right now that the losses that you people are writing an open, the losses are not
going to go up anymore than right now the losses will be currently writing. So, you would
not have escalation right now. Can | give you a timeline by which solution will be found
out? No, | cannot give you a timeline. Is there a very strong intention to get it done is work

happening? Yes, work is happening at the senior most level at the group.

As of now FY2019 should be another Rs.11 Crores, Rs.12 Crores of losses is that the way

to assume?
That is.
Okay, fair enough. Thanks a lot and wish you all the best.

Thank you. The next question is from the line of Vignesh Ramesh an individual Investor.

Please go ahead.

Thanks. Most of my questions have been answered. The first one is on the degrowth that
you are saying on strategy growth but I know this is in line with the strategy that you talked
about and you have been talking about, but can you just give me a sense of when this will

bottom out and when you will see?
Which deal?

I am talking about the degrowth in the TV business, so we have been talking about pulling
off from the non-IP publishing in TV business, can you just give me an indication of when
this degrowth will stop and whether we will see the topline in growth currently in the TV

business?

In fact, if we have not taken the new serial Roja just quarter itself right now you would have
seen a turnaround happening and positive numbers coming in. Since we took Roja and as |

said at the set of face, always the costs are higher and the revenues do not come in.
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Revenues are coming in when the TRP start looking better. You will see right now by the
time this festival season is over, a complete turnaround happening out there. Just give me

time till this festival season.

Okay and second question is on content acquisition, so this has also slowed down, if we
compare it about five years ago what it was last year of three or four and we have been
talking about revamping business also, can you give me an indication of how this will

grow?
New music acquisition?
Yes.

New music acquisition five year back we never used to do it, about 10 years or so right now
SAREGAMA did not acquire any new film music apart from a random movie here and
there. This is the work that we have started around 12 months back where we said right now
that is important that we start preparing this company for future, two decisions were taken,
new music acquisitions and films for the digital audience. New music acquisition very
consciously we people have taken a call that we will go slowly. Last financial year we
bought Movies, which were reasonably smaller budget movies. Please understand however
good intention may be that we can do wonders with new music. This team has not done it
for 10 years. There are set of assumptions that the people have in place that if we spent ‘x’
amount of money on a movie, how will we start recouping those investments. We typically
work on a cycle of five years for recouping cost of new content audio or video. Those
assumptions having put in place, what we have done, we done a further breakup internally
is where will we recover this money from, how much from streaming, how much from
telecom, how much from YouTube, how much from video licensing, how much from
publishing business. The last year went only vetting those assumptions with the smaller
budget films, we are not scaling up this year, so we have already 102 Not Out is what we
took, we have already announced Indra Kumar’s next movie Total Dhamaal whose music is
sitting with us. We have Sunny Deol’s movie in which Salman has gone out there and done
a video number called Yamla Pagla Deewana Phir Se, which is getting released in the
month of August. The Kajol movie which is coming out in the month of September, so this
movie which is getting release Saheb, Biwi Aur Gangster, the music is sitting out there with
us, so we are consciously now going out then raising a little higher profile. Last year movies
were much smaller. These movies are a little bigger, they are not the A list as yet. We want
to again try this out see that assumptions are all correct before we scale it up in a very big

fashion. I do not want to make a mistake of misstep out here of theme not be fully prepared

Page 21 of 26



Vignesh Ramesh:

Vikram Mehra:

Vignesh Ramesh:

Moderator:

Rahul Jain:

Saregama India Limited
July 24, 2018

to go back and recoup investments because majority of the investment get recouped in year

one of the movie release, you need to get it right you do not get a second chance that easily.

Understand just a followup question on that one then. Do you see that impacting our topline
growth or revenue growth from the B2B business because of that especially on the OTT

space of digital media streaming?

If you take out the telecom factor right now out of it and suppose you remove the telecom
factor completely and just look pure numbers, which are telecom has massive decline
because of that we are out of that business. B2B business is growing. These are the three
verticals, which are there, 33% of publishing revenue, 41% on music OTT, and 29% of
YouTube. These are the only three verticals left if telecom is out. If the average number out
here is sitting upwards of 30% and this is just when we are just started investing a new
content. You will see these numbers going steady. The telecom factor will completely get
wiped out in 2018-2019. The moment | am sitting in 2019-2020 that denominator not going
to have the telecom hang over sitting out there only. The numbers are looking pretty decent.
The streaming business is working pretty decently on catalogue and new is even better. So,
see the New Music acquisition is an expensive game, we need to be confident that we have
now the wherewithal and the expertise to go back and do it. We are not running away, we
are going more aggressive right now on the Tamil side than the Hindi side. The ticket price
on a per movie is much lower in the case of Tamil than Hindi and should four movies of
Tamil have got released while only one movie of Hindi got released similar thing is going
to happen in this quarter. Some six channels movies are going to get release, so we are
playing the game, we are not running away from the game. We are just sticking it right now

in logical steps.
Understand. Thank you. All the best.

Thank you. The next question is from the line of Rahul Jain from Credence Wealth. Please

go ahead.

Thanks for the opportunity. Sir just needed to understand in terms of the growth what | see
is as far as our music is concerned, | understand that year-on-year there is an impact of
telecom part, but just needed to get more details in terms of this quarter comparison versus
the last quarter that is quarter-on-quarter our Carvaan sales are up by almost 12.5% whereas
our music business the revenues are hardly up by around 8.5%, so am | missing something

or even in last Q4 we had a good impact of the telecom part, which is still playing on?
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I do not know where you have arrived right now that on quarter-on-quarter part, Q4 B2B
took Q1 B2B.

I am talking about the entire music business in the current quarter as far as Q4 presentation
of the Company (inaudible) 57.32, about Rs.99 Crores versus Rs.91 Crores, last Q4
FY2018. We see a growth of 8.8%. If | look at the sales of Carvaan, the Carvaan sales in
terms of volumes are up from 146000 to 164000, this is a growth of 12.5% and as you

mentioned before in a previous question that most of the sales?

I got your point right now. I do not know if you have been following our company for long
we will always rely that Q4 is always the peak of the quarter so what happens lot of society
payment, which is the PPN and IPN always land up coming out there in the last quarter and
we recognized revenues only when a money is actually coming into us, so that is your
facing issue. You go back throughout and always you will find Q4 being disproportionately
high for our business. | think that is the factor right now, you can take my personal
assurance on this that apart from telecom every other part of B2B, which is YouTube, OTT
and business right now, all assuring handsome growths out here. So Q4 is
disproportionately high at two factors and you will find this year also same thing happening

on Q4. There will be no change.
Sure.

That comes right now. All India Radio money gets consolidated right till the end. Lot of

these people then finally start giving you money as the financial year closes.

In terms of the due consideration, | understand the (inaudible) 59.14 just to have more
clarity, are we like I understand as far as our movie business is concerned as a whole what
we look is for a five-year payback for our movie business as entire booking. So similarly,
Sir in regards to the new music acquisition given the cost, which will be higher given that
there is much more competition than what we had earlier so how do we look at the new
music acquisition, how are we looking at, if I look at it as a separate pie where we are going
to acquire music on a continuous basis, so how do | look at this acquisition of music over a

period of next two to five years to come?

So, let me try to answer indirectly. The way we people look at internally is all new IP
investment whether it is music or it is video is no longer germane right now, if Saregama is
investing in newer IP, which will be relevant many years down the line the internal thumb

rule is right now that we should be able to recover on an average investment in maximum
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five years as long as we are working on that philosophy we will keep on investing. The
amount of money we will invest in it is governed by a commitment of 14% PBT without
SAR that we have given to the market right now. Whatever is remaining beyond that right
now keeps on getting invested. So, these are two governing factors that we people are
sitting on. That different between films and movies is typically films will have a life of 25
to 30 years, so 30 years is a very normal part unless it is an iconic movie then it is 40-50
years life also. Today also Saregama is making the money on the music, which was bought
60 years back and 70 years back. Music typically treated as a lifecycle of 65 years of which
music if one is playing. There is also medical work, which has happened in the spaces that
human ear is more perceptive to newest tunes audio clues between the age of 16 to 24 or 25
after that ear is not able to offer newer stuff and people typically end up liking the music
throughout their lives, the music that they heard between 16 to 25 is the most admired
music so the way lot of us look at it right now that if you can go back and target acquired
the music that a kid is heard between 16 to 25, next 50 to 60 years for make him to listen
that music and keep on recovering the cost. Hence music has a much longer shelf life.
Movies are relatively shorter shelf life, but both are long enough not like TV serials, which
have a very, very short life, which is going on. Overall as a company we will look at five
years timeframe in which the cost to get recovered. | have not answered your question very
directly because you wanted, but | am answering the principle with which the management

team functions out here.

No Sir | am happy with that fair enough I understand that and Sir on the movie business just
to get the numbers, you have currently four movies, which have been released, out of which

three were released in the last year am | right?

Three were released last year, the fourth movie only the theater part has been taken in, the
digital release is not happened in the last quarter. The release part is a very tricky part right
now, we consider actually a full release of a movie only when the digital and the TV sale is
happening because we are making movies only for that in very specific movies because of
various reasons to get critics feedback, we do a very limited screen release of the movie in
the hall. Like in case of Ajji we people released the movie only in 34 screens and

immediately sold it to Netflix after that.

Sure, but as what the policy of the company is on the previous calls we have been
continuously talking about that. Correct me if 1 am wrong, this fourth movie, which has
been just partly released in a very partial manner, your 100% of the cost will be returned off

in this Q1 is that correct?
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So how the movie cost going to recognize is we are saying the movie release has happened
on when we say the digital release is happen that is the release of the movie. So, we

consider cost of the movie at the time of digital release.

Just last number on this you said 9 are in the production, 4 had been released, how many

movies are completed till date in terms of a production?

There are in various stages of production at this juncture, some movies are sitting on almost
at a ready state right now where deals are happening as | said for this quarter we already
have deals for two of movies whose revenue will get recognized right now in the current
quarter Q2, we are hopeful at least one more movie deal can go back and happen. There are
some movies, which are being shot right now at this moment. There are some movies where
the shoot has happened and we are in the postproduction stage. You will get a much better
feel of which way the movie business is happening by the time the next two quarters are

over.
Sure. Thank you so much and wish you all the best Sir.

Thank you. Ladies and gentlemen that was the last question for today’s conference. | now
hand the conference over to the management for closing comments. Thank you and over to

you Sir!

Thank you guys. | am hopeful right now that you people are encouraged by the results that
have come out. As a management team we believe that we have just started scratching the
surface whether it is Carvaan or it is a B2B business that we people have on music or it is
Yoodlee films | think all of them have got seriously long potential going in. We maintained
on Carvaan, our projection that the target market is minimum size of 25 million and it is left
to the management team’s ability and capability and willingness to ensure that how much of
the 25 million can we can go back and tap. What | am happy is that most of the people
working out here believe in this dream completely and you will be seeing numbers coming
on Carvaan, which may end up surprising you also further in the days to come. It is a long-
term story for us it is not three months, six months, one year, two years story and we are
doing everything possible on the R&D side to ensure that the concept of Carvaan continues
for a much longer time. Our new music acquisition strategy will continue to be slow and
stable, we will keep on taking movies that we believe in, keep on vetting our assumptions
before we jump into the much bigger lead of A+ movies for acquisition. The films project,
the cautious call in this quarter right now to hold on to our numbers and ensure that we start

getting a relatively higher valuation for a movie. | am happy that we are appreciating the
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kind of content, which has gone in. Our second movie Brij Mohan Amar Rahe hits Netflix
in August that will again become a bigger testament for the world to see that kind of movie
we had or quality of movie that we are able to go back and make. Our movie business for
the next two to three years, we are clear remains a growth business. We are not going to
promote any disproportionate amount of money behind the movie business from end of this
year onwards movie business starts funding for itself. There is no reason if the revenue that
we get right now from the first set of movies will hopefully start funding the next set of
movies. On the cost side a point that | forgot to mention we have always been maintaining
the fact that the manpower cost out here was on the higher side and our strategy was not to
go back and trim the workforce, but to change the skill set that we have in the workforce for
that, they can go back and deliver higher returns. I am happy to see right now that we have
been able to keep our manpower cost relatively flat and what was the 15% of the topline
and now it has already fallen down to 10% of the topline and you will be seeing this number
in single digit in the days to come. So our number of 750000 units on Carvaan stays, our
projection of overall end of the year B2B business growing anything between 16% to 18%
stays, our manpower cost going below 10% stays, the films and television business right
now will start especially the TV business will start showing profitability from this festival
season, we go back and commit to that part and the films business way also will start
happening, you will see touching numbers coming in and at no juncture the films business
is going to become a drag and we are not in the business or making a 50 Crore film and if
the film flops right now the entire money going waste that is the commitment you have

from our side. Thank you very much.

Thank you. On behalf of Anand Rathi that concludes this conference. Thank you for joining

us. You may now disconnect your lines.
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