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Ladies and pentlemen, pood day and welcome o the bMahindra EFC Ireigalion Limiled
Inweslor’s Call. As a reminder, all parlicipant lines will bein the lislen anly mode. And Chere
will bee an opporlunily for you Lo ask questions afler the presentalion concludes. Shoold you nesd
assislance during the conferenoe call pleas signal anoperalor by pressing ¥ * then "0™ on yowr
lzuchlone phone Please nol= thal this confereno: is being recorded. | new hand the conference
over o Mre. Ashok Sharma, Managing Direclor frem Mahindra EPC Irrigation Limiled. Thank

you and ower lo you Mr. Sharma.

Tharnk you very mach ¥ivian, Goodevening, ladies and gen lemen and & warm welcome lo each
one of you al the sisth investercall fer Mahindra EPC Irvigation Limiled. On behal Faf Mahindra
EPC, I would like Iz thank =ach one of for jeining this call and | woold alse like 1o lake this
opporlunily ke wish you and your Family & very Happy Diwali in advanoe 5o, loday Twill be
sharing with you he key developments in (he dgri environmenl, micre irrigalion industey, the

speci fic performance of he company in Q2 and H1, and (he culleck For the year Briefly.

M5 some of you may be new, I just quickly recap on he silualion of waler, and how micrz
irrigalion is socrucial for solving the waler crisis in our counley. @& Pve been menlioning on
[he previous call, we are moving From & waler sleessed economy bo a waler scarce econemy. IF
ne urgenl aclions are laken, ilis forecasied hal in few decades we'll be Facing severe waler
shorlages. Almady Few slales ares esperiencing waler shorlage and are Irying hard lodrive micre
irrigalion so thal they can overcome his problem. Henoe, waler conservalion will be one of he
masl imperlant prierily for the fulure for our country & the planel al lange, Mow, agricullure
aclually consumes almesl 80% of (he Freshwaler withdrawals, Hence waler neads o be
conserved in agricallure and thal’s where micee irfigalion comes in. lLhas been & very imperlant
prierily forthegovernmenl. Microiregalion creales & win-win scenarie forall slakehelders. The
Farmers benefil frem wsing lesser waler and increase in the crep prodoclion because of precision
irrigalion, oplimuam wse of waler al righl lme giving required noleilion and lechnologies |ike
wialer sol uble Ferlilizers and Ferligalion. hicez irdgalion al so helps 1o bring down he cosls dus
Lo lesser need for labor for de-weeding, which is one of the coslly operalions. 5o, clearly, il™s a
woin For The Farmer and as | men loned before, for the government i07s & sery imporlan | price Ly,
A5 a resull, over the last few decades, Lthe povernment has been announcing varicuws schemes &

subsidies lo promele this lechnelopy.

Wieare all awares of the plans of lhe powernment, Lhey are working sery hard lowards the mission
of doubling Farmers income. The long-term plan is Lo 2dd almest 2 Mn heclares under micre
irrigalion every year, The achievemeanl i al mesl arcund 40%, - 30% bul he inkenlion s thene,
he cenlral povernmenl has besn allocaling fund s This year, almost T 4000 Crs. was allocaled
for micez irvigalion subsidies. The indwstry meels the enyviren menl Friendly and ESG crilerions.
Heno=, iU's a big priorily for lThe governmenl and he Farmer communily driving the leng-kerm
allracliveness of his induslry. 5o, clearly wilh these fundamenlals, we ane very e led abool

[he Fulure oFihis indusiey.
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Hawving said this, there are few slales like Tamil Nadw, andhra Pradesh, Gujaral, Maharashira &
Karnalaka, who hawe laken the lead in miceo ier galion. These slales areconlribuling almesl 70%
of theenlire industry. &5 you know, Lhis isa slalke subjecl, the policies of The slale aclually i mpacl

lhe industry, either favorable or unfavoralle

Mowving lo Mahindra EPC, mosl of you are Familiar thal this company is all aboul working
lewards Farmer prosperily, wsing precision lachnolopy For waler managemenl and facusing an
cuslomer salisfaclion. The reason why EPC hasbeen sucoxssful over the years is becanseof ils
censiskEnl high-qualily preducls, Focus on cuslomer service, high qualily installalion design and
ensuring hal ocur Farmers arehappy with cur products and the adyvice we provide for wsing our

product effeclivel y.

Some of you who we e there i the lasl call would remember thal as parl o our slralegy we have
decided Lo focus on Few crilical markels and increas= ocur markel share in those markels. High
Focus is given ko cosl reduclion, more s in thes difficall Limes, and moving our product mix
lewards higher margin drip sales Lo ensore thal we are able 1o pel beller marging as we po
farward. Inthis industry, one of Lhe key sucoess Faclor is managing working capilal, becanse the
woorking capilal is largely conleolled by the slale povernmenls. Theie abilily Lo pay decides how
industry will perfermin thal markel. 45 & resoll, we are very mindful aboul thal and keep pood

checks and balano=s lo ensure hal we are managing this efficiendly.

Ancther unique thing aboul Mahindra EPC 05 [he advanlage of leveraging he hahindea
apribusiness scosyslem. We have businesss in s=ds, agrichemicals, seed polale and prape

e porls e are alse able lo leverape those Farmers Lo promaele cur producls and services,

Mow [l me lalk aboul (he performance of the indostey in this year, the posilives, he chal lenges
and then 1 will Lalk abeoul cur Q2 & HI performance post which we'll open the floor for

quesliens, and I'll be happy lo answer Lhem,

Maw, F21 was a year which saw a drop over F20 larpely due Lo the effect oFCOYID in the first
quarler fallowed by limiked Funds by (he slale povernments. Even al Lthe starl of this year, Lhe
phenomena almesl replicaled. Q1 was again affecled, he povernmenl priorilies remained
focused lowards healthcars and there was also elechon in cxrlain key slales, as a resoll, 1
industry was dull. Therns are eslimales thal the drep in e indostry would be belween arcund
20% o 25%. Please bear with me thal the industey dala are cur eslimales based on markel
feedback as there ame no official publicalions available For the data. Ewven in Q2 the industry
degrowh conlinwed al arcund 153% Lo 20%. There were some | mprovements in Q2. Slale |ike
Tamil Madu which was in eleclion in Q1 starled peneraling some business For the industey.
Henge, here was some improvement in Q2 buloverall, e indostey weould be down by almest
20% compared 1o H1 of last year. Industey cureently is al quile low levels. FI18 indusiey was
arcund £ 3000 Crs. This year in H1, there was & 15% Lo 20% drop and exspected drop for H2
wiould be anclher 8 % Lo 10% drop. ¥We ars hopeful thal thisindustey will po back Lo ils original

levels in & shorl Lime.
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Almosl one or one & halF years ape, Thad menlionsd on e call thal we are sezing an increass
in the raw malerial prices and ilhas been increasing for almost last sis quarlers. The raw malerial
prices have gone ap significantly. In Q2 of his year, e raw malerial prices have gone wp by
almesl 30% over the previows year, This has bean a big challenge For the industey, There have
bex=n many efferls By the industey seeking increase in the prices by the povernmenl becawse Lhe
prices are conleol lod by Lthe sla e govern menls and overal | guided by Gel. &nd here has been a
pesilive developmenlin this menth, he cenleal governmen Lhas given a nelificalion Lo increase
[he cosl nerms by arcund 11 % which is a big posilive For the industey. Mow, based on central
governmenl™s adwice, il is especied thal the slale governmenls will increase the price starling
from December cnwards. Having said (hal, the risk of incr=ase in raw malerial pric= slill
conlinues wilh ne indicalion thal raw maberial prices will drog in the near Fuluree, perhags il mighl
incresase hough marginally, bol one cannel say For sue, given he impacl of crode oil, overall
freighl ozsls and the increased demand for pol yelhylens globall y. So, the raw malerial prices is

one hing we seeas aeiskin the coming lime.

Mo lel me give a quick updale onoor performance. You would have seen the published resulls,
[he revenue for Q2 has besn almosl e same as previons y=ar. We have 2 marginal loss of £1
Crs. The malerial cosls have increassd lo almest 60% comparsd Lo 46.6% in the previous year.
Maw, in this backdrop, (here an= few things | would ke 1o bring lo your nolice. Despile 14%
increase in he malkerial cosl, we have been able 1o save close lo 2% because of curefficienl way
of working and Finding seluliens lo redoo: cosl. Alse, we approsimalely saved 6% in Faed
eapengs compared Lo last year 92 and HI. We could achieve this despile he inflalionary
pressures, becanse of beller ulilizalion of resources, Lighler cosl conlrel, savings on sales and
distribulion and efficienl olili zalion of rescurces. Anather thing which | menlizned in the las
call is our fecus on growing the nen-subsidy business. We have almosl grown by 80% in non-
subsidy Business in H] which is alse helping us o pel beller cash colleclion and reducing our

dependence on subsidies bosiness.

Going Forward, we alse have cerlain challenges on our recsivable colleclion, as cxrlain slales
hawe been a bl slow in making the paymenls. We expect Thow paymenls lo come in H2, while
alr=ady some paymenls have comein this menth. 3o, thal is more of a liming issoe. The chrenic
issue on recsivables has besn our paymenls being stuck wilh one slale, which is awailed For Lhe

whale industry which should ease the working capilal silualion.

Zo, ladies and penllemen, this was a brief overyiew of the indusley, Agri enyironment, litlle Bil
on the financials, which you musl have read in detail, and Lthe especlalion Lhal there wil | be some
benehlin lerms of price increase in he nesl few menths. Baw malerial prices may shill increase,
though hepefully nol soskeep, because il already had & big run op. We alse espect hal the
induslry should improve given thal slales like Karmalaka and Tamil Madu will gel more aclive,
W e el the year loend al approsimalely 15% de-prowlh. 3o, with this, | would like 1o lake a
pause and then open Aoor for your questions, and we wil| ey cur best b give he possible answer
for them. So, hank you wery much, over lo you Yivian, we can now move ko the gueslion and

ANSwWErs,
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Thank you very much, sir. Ladies and gentlemen, we will now bepin the question-and-answer
session. We hawe (he firsl question Frem he line of Adilya Shah frem Wikam Adyvisory. Pleas

prrooeed.

I have th e quesslions From my side as of now, one being thal we would like Lo know whal is the
suslainable margin hal you can guide for some years lo come and iFal all you have one, then
haw would wou pan o achieve il, becaus | o= obyiously, here are raw malerial price chanpes
thal you already menlioned, bul the velalilily 05 leo much for & company 1z have, 3o, how do
wou plan lo suslain a parlicular margin For many years o come, hal™s my firsl queslion. The
second question is Lthal whal i5 your vision for he company in the coming Five years asin whens
do you se= the company Lo have & lornover or a profil margn or he profil afler las o be ke
#And the Lhird question is thal, since you already menlioned a lol of Limes hal here are 5o many
synergies poasikle with Mahindra Sroup as the prometer and he agri busineszs of il Could you
please quanli Py The synergies Thal yoo have been able o gather o he s pears and whal are Thos.

Thank you.

Thank you, Wr. Shah. I will starl wilh the firsl question in kerms of whal are the suslainable
marging from a leng-lerm poinl of view. The induslry’s slruclure 05 soch (hal he prices are
maintained by Lhe povernmenl. 5o, we are larpely influenced by the slale povernmenl pricing.
The inpuls are largely dependenl on the global PE cosl which are quile volalile, IF you look al
[he lasl 3-7 years, we= have had silualions where he malerial cosl has ranged From 45% Lo 860%.
This is semething we have experienced even on a long-lerm average. Going forward, we ans
aware of his volallily and whal are wedoing le suslain our margin 15 mosl imperlanl. Fieslly,
wie have 8 very lighl conlrel on our fxed costs. As | menlioned before thal year-on- year we ans
Lrying Lo s=e how we can mainlan our fized cosls and redoce wherever possible, and ko increase
operalional efficiencies for reducing malerial consumplion. Secondly, as a slralegy, we are
Focusing on businesses where here is beller pricing power, like (he thin wall business. We are
lrying b build thal business. To give you some numbers, lasl year in HI we had almest 3% 1o
4% business conlribulion frem Lthin wall sgmenl while this year in H1 we had 8% 1o 9%
business conleibulion From (his sgmenl. 3o, hal s one shifl whene we hase beller conlrels on

he pricing, and wecan predicl (hal thes= marging would be doable.

Looking al the correnl silualicn, we had s=en a similar silualion in F18 where lhe maerial cosl
wenl up becanse of the plebal supply demand soenario and il look Four o sis quarleres for il Lo
kind of come back Lo the original levels. Yhen 1look al cur operalions, given our drive on
efficiencies and cosl manamemenl, il ishelping us lo creale a pood base For our fiaed & variable
expengs. Though for me lo Forecasl (e exacl marging will be difficoll becanse of he lwe
faclars, which are (he plobal raw malerial inpol cos, and the end price, which are nel in our
conlral. Bul whal 15 in conlrel 15 our cosls & bosiness model in lerms of Focusing on prodocts

and services, which are less capred by governmenl prices.

So,on a leng-lerm basis, | would definilely espect he marging loi mprove. & s, one mone thing

we have seen 15 thal when he raw malerial prices go oup, wilh a lag of approsimalely & lo 12
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menths, prices Fall in place, there's a lag because povernment Lakes some Lime Lo adjusl o the
new price. And hence from a long-lerm perspechi ve of hree lo five years, we spect hal the
gross conlribulion could range from 40% Lo 50%. Perhaps we areal he lower @nd now and as

things imprave, marging should gel beller and beller,

Coming lo the nesl queslion, in the lasl 3-4 years, we have besn increasing cur markel share
yearan year wilh an approximalel y 0.5% growlh in markel share =ach year. Oor aspiralion is Lo
reach doubrle digilmarkel shar in the mesl 3 - 4 years and o be amengsl the Lop three companies
in the micre irfigalion indusley. We are also looking al marging, given our way of werking and
focus ongualily and cosl, we espect 1o be in line or slightly beller han e industey. Beyend hal
it’s difficull Lo project the numbers because i1%s a funclion of how the indusley grows. &s an
example, iFinnesl year things are conducive, which is a highly probable, like dndhra which has
el been very aclive in last 2.5 years, he mement Andh ra become s aclive we can wilness a jump

of approsimalely 20% - 25% revenue for he industey and for us.

Coming lo synergies, we have synergies in Erms of leveraging commaen dalabaseof owr Farmers.
W run joi nlcampaigns where we are able Lo reach oul looour seed and aprichemicals cu slomers.
Wi al sohave a pood base of grape growers arcund Masik whe are approached by our sales am.
In lerms ofesacl conlribwlion, U5 nel very big number 25 L varies from year o year and season
b season. 15 a single digil conlbuolion we have on percenlag poinls ko owre business which we
are able Lo leverape. The brand Mahindra alse helps os o reach oul Lo new cuslomers and new
markels. Overall, there is a Farmer lrusl thal Mahindra is 2 helislic Agri company, a5 & resull
ever iF they a using our micee ievigalion products, they know abool the high-qualily s=eds and

aprichemical s products we sell in the markel. 3o, | hope (hal answers your guestion, br. Shah.

Yes, Can | sguesze in one mere queslion, it's just ie garding the coming five years thal you've
spoken aboul. My gueslion ko thal was, how do we plan lo sorl of safeguard cursel ves from the
sorl of volalili ly or dependena= on the governmenl, because | complele|y agree wilh you on this
thal a lol of hings is dependenl on the slale and the cenlral gevernment, the policies and e
paymenl deadlines ele, ol a5 2 company or a8 4 sharchalder we weould like 1o know thal are
there any ways the company 5 thinking of diversifying inle semelhing else which can have

sleady prefilabilily, reven ues & cash lows?

I fully agres wilh you a5 4 key requiremenl for an investor. Firstly, as | menlioned thal we ars
focusing on nen-subsidy buosiness which is nel moch gevernmenl dependenl, in lerms of
paymenls and pricing. From coareenl 8%, we= would like lo move the busine s conleibulion in Lhe
15% - 20% range. This will e a very specific slep in the nesl bve lo e yeaes. Addilionally,
wie ke various oplions open keeping in mind hal there should be consislent valus crealion For
our sharshalders. 5o, as and when Lhere i5 something conerele 1o inform you, we will updale

you.

Thank you. The nexsl question is from he line of Bajendra Shah, an Individual Inveslor. Can we

prooeed?
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Thank you. Firsl of all, 1 would like lo conpralulate you on he perfermance because, yes the
company has gene inle loss, hal’s fine. Bul considering he challenging silualion, and Lhe
circumslang=s in which Lhe company operaled, he resolls are measonably  fine 5o
congralulalions for this Thad a Few questions. Isthis 11% hike in the end product price encugh
Lz lake care of this raw malerial coslincrease, which we haye s=en over Lhe lasl six menths. by
pinl is thal assuming thal this price hike comes from lel’s say Moyember, soin (he Deoember
quarler, considering hal the raw malerial prices are al the same level as they are now, would
you be comforlable with his 11% hike and will (he company gel back inle prefil, iFal all raw
malerial prices slay al (his lesvel And there™s 2 11% hike in the end product price. So, Lhal was
my firsl gqueslion. 3econd question sir, you menlionsd aboul Lthe thin wall Business, which is
aboul 8%, approsimalely 3% lo ®%. And my queslion was, how much would this thin wall
business be i the nesl Lweo, hess ymars are we planning lo scale il op bo lels say, 15% - 25%
and if the marging in (hal business are moch beller than the exisling business. &nd sir your
employes oosl has pone up by 20% so s il because of addilional manpower oris il because of
pay hike IFalall emplo yess have been added, whal are e plans, are weespanding in any new
region? dnd something on Lhe greenhowse business, did we s any growh over here? 5o, these

are my four questions s Thank you so much.

Bajendra, thank you very much For congralulaling cur =am and cur perfermance. 1L indesd was
a lough quarler & HI when | leok al (he bellom line, Bol given e indostey de-growth and raw
malerial czsls increase, he lmam has leied Lo ses how besl we can save cosl and masimi 2= cur
business. Howeser, there's a lol Lo be done in =rms of fulure growlh. Mow, coming lo your
queslion on the cenlral governmenl price increase, iFyou loek al the cenlral governmenl’s 11%
increase, i is lesswer than (he raw malerial cosls increase. Moreower, (his is whal (he central
governmenl has nelified, though il is nol binding on (he slale povernments subsequently il is
possible thal (he slale povernmenl mighl nel pass Lthe Full 11%. 3o, his is semething we alse
need 1o keep in mind. Assuming they pass on the full ameunt, which could be he besl-case
sanacio, iLwill help significantly in lerms of the Financial perfermance. bMomeower, we have s=en
thal HZ hislerical ly is 2 much beller seasen For the micre irvigalion bosiness where he wol umes
and reverue are much higher, 3o, wilh Lhe passing of this price increase, industey & hMahindra,

EPC will benefiland improve ils financial performanoe.

Maow coming Lo the question of thin Yall business, as | al ready mentioned, arcund 8% of our
lzlal revenoe is From thin wall business which we would like lo move in Lhe range of 12% 1o
15% in hes nesl (heess wears Because hal 15 a business wheree we can do the pricing based on our
qualily and brand. Moreowver, we are able Lo collecl the meney on cash basis or on very limiled
credil, depending on our policy. The good hing aboul cur esperienc: in lasl one and half year
i5 Lhal Lhe cuslomers hayve apprecialed the gualily of cur prodocl and we are able 1o enjoy some
price premium compared Lo oher players in the markel, Howeyer, the marging in thin wall
segmenlare 20% - 25%, slighlly lower lhan our other producls. However, 1L benehils in Lthe cash
Flow and as addilional business. Mormeower, a5 wi g3 beller raw malerial cosls, we'l | be able 1o

gl beller marg ns. 5o, il reasonably prefilable For us o promete thin wall.
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MWloving Lo the emplowee codl, here has been no major addilion of people. Lasl year we did nol
give salary mcrease because of COVID, howsver, (his year here has been some incremenls.
Additicnally, we had some cosl relaled Lo COVID espenses in onder ko lake care of he COYID
managemenl for curemployees Also, the peroenlage seems higher becaws Lhe revenoe is lower
in this H1.

Coming lz (he nesxl question, in preenhouse we have developed some sery inkeresting prodocls
which can be offered al a low cosl o Farmers which has been encouraging. In Lhe early days so
Far, we are looking al approsimalsly 2% - 3% conlribulion, however, we are hopeful thal wilh a
3 - 3 years perspeclive, given the climale chanpe and Farmer™s abilily 1o absart this Echnelogy,
woe il | e some meee growlh i this segmenl. Having said thal, the geewiboin in wall segmenl
i5 going o be much more because hal’s where there s an established markel. 52, | hope hal

answers your queslion Bajendra and thank you very much for your supporl.

Thank you. We have the nesl guestion From the line of Gekul Taragura an Individ val Invesior.

Kindly proo=d.

Good aflernoen sie. Thanks For the opporlunily. | have lwo queslions. One is wilh respect lo the
product porlfolic. Does there already exisl a plan lo espand in different Lypes of irrigalion
syslems namely Lo foggers, misters and aulomalic waler conlrelling syslems, as | couldn™ see
them in your websile, &nd secendly, in order lo overcome Lhe dependenc: on governmenl
subsidies, are you planning lo foray inle houssheld Farming space or growing mens on Lhe

commercial landscape irvigalion space where the margin couw ld be probably moch hi gher?

Thank you very much for joining us Gokol. Perhaps it"s the firsl ime you'ne asking & guestion
by me. 5o, Lhanks For laking inlerest in this company. Gekul, our porilfolio s prelly comples,
and wee hawe a very good range of diferenl Lypes of drip & sprinklereg nipmen 1s acress differenl
segmenls like discharge per minole, drips spacing elo. which are very well apprecialed by the
Farmers. We are alsoone of he @aely manu faclu rers whe inlredoced anlomation in theie prodocl s
wihere Farmers can sel up Lhe lime for irvigalion by asing his mobile phene and aulomale the
irrigalion depending on he waler availabilily in his Farm. However, there’s always soope for
improvemenl. Wealready are in greenhouwss business with aco=ss lo pood preducts for foppers
and olher such eguipmenl Lo help the farmers. Henoe, on he pertfalic, we are reasonably well
covered. We alse have pood parinership For Boughl cul ilems so (hal we are able 1o give pood

qualily al allraclive prrice

Coming on Lo he nesl question on diversifying inle non-governmenl sobsidy business. In the
Firsl phase, we are locking al thin wall s=pmenl which | have lalked al lenglh. We ae alse
evalualing some ideas bul we have nol concluded al this poinl. 3o, il will nel be righl for me 1o
give a wery Firm o answer on thal, bul definilely we're evaloaling, and we would like 1o leverage
ouwr currenl sieen plhs. Howewer, al the same Lime, we ane al so mindfol thal we shoold nel gel inle

unrelaled areas and de-focus from our core slralepy of srving Lhe Farmer. We will lake a
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balanc=d view depending onoverall analysis of the silwalion. | hope (hal an swers your gueslion,
Gokul.

Yes, jusl wanled Lo Follow up becanse | w=e (hal Lhere™s more growlh on he housshold Farming
space. And wsoally, as (he Farming syslem develops, you see 4 lol of relail selling on e drip
irrigalion syskems. 3o, | josl wanlk=d lo know iF you were markeling o the relail ssgmenls more
than Farmers becans= the margin cowld be higher with Fewer predocls so jusl wanbed Lo know

more on thal side?

Wi have pol some do il yourselF kils. However, we are slill al the POC slage and looking al the
sepmenl carefully. The good hing wilh digilal and online is thal iL"s nel 5o complicalsd Lo reach
oul le Lhe consumers compared 1o he old days where you needed o very physical distribulion

selup. Our leam i working [hese ideas, bal yes, we arein the evolulion phase For sue.
Thank you o much.
Tharnk you Gokul. And hase a nicx Diwali and be safe, thank you sery moch For poinin g the cal |,

Thank you. Ladies and genllemen, thal was lhe last guestizn. | now hand the Aoor over 1z Me

Ashok Sharma For closing commenls.

o, il7s really wonderful for you guys Lo come over and have this conversalion. | really wanl Lo
thank mach eneof you. Pve lried 1o answer all he queslions lo he beslof my abilily. We look
forward lo connecling wilh you again in Apeil. Unlil hen, pease lake care of yoursel P Onae
again, besl wishes for he feslive ssason ahead, may all of you be safe and happy. Thank you

very much and ¥ivian thank you wery muoch for coordinaling Lhe session soowel |

Thank you, sir. Ladies and genllemen on behal P of Mahindra EFC Irrigalion Limilksd thal
concludes this conferenas. Thank you for jeining us, you may new disconnecl your lines thank

WL
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