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Clean Science & Technology Ltd SUBSCRIBE

Specialty Chemicals

Sensex: 52,880
Nifty:15,834

A Pioneer in in-house specialty chemical manufacturing...

Clean Science and Technology Ltd (CSTL), incorporated on November 7, 2003 in Pune,
Maharashtra is one of the fastest growing and among the most profitable specialty chemical
manufacturing companies globally, with innovative chemical processes developed in-house.
CSTL manufactures functionally critical specialty chemicals such as Performance Chemicals,
Pharmaceutical Intermediates and FMCG Chemicals. CSTL has two manufacturing facilities in
India located at Kurkumbh (Maharashtra), with a combined installed capacity of 29,900
MTPA and capacity utilisation rate of 72% in FY21.

Price Range Rs. 880 - Rs. 900

Issue Details

Date of Opening 7t July, 2021
Date of Closing 9th July, 2021
Total no. of Shares offered(cr) 1.7
Post Issue No. of shares (cr) 10.62
Price Band Rs. 880- 900
Face Value Rs. 1
Bid Lot 16 shares

Minimum application for retail

: : : T : : (upper price band for 1 lot) Rs. 14,400
e The overall market for specialty chemicals is valued at US$ 800 billion in 2019 and is pperp
expected to record a growth rate of 5% to 6% over the next five years. Maximum application for retail Rs. 1.87.200
(upper price band for 13 lot) T
e As of FY21, CSTL has emerged as the largest manufacturer globally of certain specialty ysting BSE & NSE
chemicals (like MEHQ, BHA, Anisole etc.) in terms of installed manufacturing capacities. Axis Capital, Kotak
; . ; ) ; . o L e investment, JM Financial
¢ Enjoys strong customer base with key customers like Bayer AG, SRF Ltd, Vinati Organics Rei ) ) )
Ltd, etc. As of FY21, ~48% of revenue is contributed from its top 10 customers. egistrars Link Intime [ndia Pyt Ltd.
Issue size (upper price) Rs.Cr
* Revenue and PAT grew ata CAGR of ~14% and ~43% over FY19-FY21 backed by increase . | . o 0.0
in exports, rise in demand for specialty chemicals and better operating performance. e LEAE
e CSTL enjoys superior EBITDA margins (~51%) and PAT Margins (~39%) in FY21 led by Total Issue 1,546.6
economies of scale, competitive pricing, in-house capabilities, and adoption of cost [IPreS It TA0D) Pre-Issue Post Issue
optimisation techniques. Promoter & Promoter 047 285
¢ The company has a healthy balance sheet with D/E ratio of 0.1x as of FY21. Moreover, the  group ' '
return ratios RoE and RoCE remain healthy at ~38% & ~26% (3-year Avg.). Public 5.3 215
e CSTLis well positioned to capitalize on opportunities in specialty chemical sector backed Total 100 100
by its process innovation, catalyst development, significant scale of operations & JESR ixiluigs Allocation % Size Rs.cr
strategic backward integration. Retail 35 5413
e Atthe upper price band of Rs.900, CSTL is available at a P/E of 48x (FY21) which appears  Non-Institutional 15 232.0
to be fully priced in. However, we assign a “Subscribe” rating for the issue on along-term 50 773.3
basi_s_cor_lsidering itslte(iimical e_xpertise: procef:_sis innol\llatilollll, consistent_ focus on R&D, Emp. Reservation
positive industry outlook, superior margin profile and healthy return ratios. Total 100 1,546.6
Y.E March(Rs cr)* FY19 FY20 Fy21
Purpose of IPO Sales 3933 4193 5124
At the upper price band, total issue size stands at Rs 1,547cr. The issue consists of only L ) ) i —
offer for sale (OFS), wherein the promoters and existing shareholders will dilute 10.62cr shares EBITDA 1363 1853 2590
of the company. The prime purpose of the issue is to enhance visibility, brand, provide liquidity to  Margin% 34.7 44.2 50.5
existing shareholders and achieve the benefits of listing shares on stock exchanges. PAT Adj 97.7 139.6 1984
Growth (%) = 43 42
Key Risk EPS 9 13 19
) ) P/E (x) 97.9 68.5 48.2
e AsofFY21, Top 10 customers contribute ~48% of total revenue. However, CSTL intends
. . . re e . EV/EBITDA 70.2 51.7 37.0
to grow its customer base by expansion plans & product diversification going ahead.
ROE (%) 35.9 40.8 36.8
. *Consolidated.
Peer Valuation
Company MCap (Rscr)  Revenue (Rscr) CDIIDA mar(§/‘o'; EPS  EV/EBITDA P/E
Clean Science and Technology Ltd 9,560 512 50.5 18.7 37.0 48.2
Vinati Organics 2,01,117 942 37.4 26.2 40.3 71.1
Fine Organics 8,987 1,133 17.6 39.3 34.0 73.6
PI Industries 26,408 3,731 24.6 217.4 224 41.2
Atul Ltd 2,529 1,170 15.5 4.0 12.2 49.4

Source: Geojit Research, Bloomberg; Valuations CSTL are based on upper end of the price band, Financials as per FY21.
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Company Description

Clean Science and Technology Ltd (CSTL), incorporated on November 7, 2003 in Pune, Maharashtra is one of the fastest growing and
among the most profitable specialty chemical manufacturing companies globally, with unique and innovative chemical processes
developed in-house. CSTL manufactures functionally critical specialty chemicals such as Performance Chemicals (i.e. MEHQ, BHA and
AP), Pharmaceutical Intermediates (i.e. Guaiacol and DCC), and FMCG Chemicals (i.e. 4-MAP and Anisole). Export contributed ~68% of
total revenue as of FY21. CSTL has two manufacturing facilities in India located at Kurkumbh (Maharashtra), with a combined installed
capacity of 29,900 MTPA and capacity utilisation rate of 72% in FY21.

Product Portfolio

The products are classified into the following segments. (i) Performance Chemicals, comprising MEHQ, BHA and Ascorbyl
Palmitate; (ii) Pharmaceutical Intermediates, comprising Guaiacol and DCC; (iii) FMCG Chemicals, comprising 4-MAP and Anisole; and (iv)
Other Products, comprising acetic acid, tertiary butyl toluene, ortho cresol and para cresol, that are generated as by-products of its
manufacturing processes.

As % of Total Income (FY21) Percentage of Total Sales in FY21 (%)
m Performance Chemicals = In India
= China

B Pharmaceutical Intermediates
b3 = Europe (1)
M FMCG Chemicals .
Americas (2)
Other Products / = ROW (3)
1

B Other Operating Revenue = Total Exports

Note:

(1) Europe comprises countries forming part of the European Union, Russia, and the United Kingdom.

(2) Americas comprises North America and South America.

(3) Rest of the World comprises Asia (excluding China and India), South Africa, Australia, Canada, and UAE

Source: RHP, Geojit Research

CSTL is one among the largest producers globally of functionally critical specialty chemicals used across various industries and
geographies resulting in a de-risked business model.

Automated manufacturing facilities with proven design & commercialization capabilities:

CSTL has two manufacturing facilities in India with 11 production lines (including three lines for catalyst production and regeneration),
which has a combined installed capacity of 29,900 MTPA strategically located at Kurkumbh (Maharashtra), which is in close proximity to the
JNPT port as of March 31, 2021. The captive solar plants of company meet part of power requirements at facilities, which improves cost
efficiencies and results in better utilization of resources. As of March 31, 2021, the direct current capacity of captive solar power plant is 5.42
MW.

20,000 75%
73% 16,200 - 73y,
15,000 11,826 70%
9,640
10,000 7,081 \Ej‘r% 65%
4,060
5,000 2,602 60%
- 55%
Performance chemicals Pharmaceutical FMCG
Intermediates Chemicals
I |nstalled capacity as at March 2021 (Metric Tonnes) [ Actual Production % Utilisation

Source: RHP, Geojit Research

Further, CSTL has recently set-up a unit at third manufacturing facility that is being constructed adjacent to existing facilities at
Kurkumbh (Maharashtra), and have recently been allotted land for the construction of a fourth facility in Kurkumbh (Maharashtra).
Strong customer base:

Enjoys strong customer base with key customers like Bayer AG, SRF Ltd, Vinati Organics Ltd, etc. As of FY21, ~48% of revenue is
contributed from its top 10 customers.

Focus on R&D:

As of May 31, 2021, Company has two R&D units within the premises of its manufacturing facilities. Intends to expand R&D
infrastructure by setting-up an additional R&D unit at Facility III at Kurkumbh (Maharashtra), to install R&D equipment for synthesizing new
products and certain catalysts under development.

Raw material sourcing...

The cost of material consumed represented 45.42%, 30.52% and 26.90% of revenue from operations in FY19, FY20 and FY21
respectively. CSTL procure raw materials from the domestic and international market, relying primarily on spot contracts.
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Exports

The direct customers and distributors comprise entities located in India and outside India, including China, United States, Europe,
Japan, Taiwan, and Korea. Export contributed ~68% of total revenue as of FY21.

Well placed to capitalize on opportunities in specialty chemical sector....

The global chemicals market is valued at US$ 4,738 billion in 2019 is expected to grow at a CAGR of 6.2% to US$ 6,785 billion from 2019 to
2025. The overall market for specialty chemicals is valued at US$ 800 billion in 2019 and is expected to record a growth rate of 5% to 6% over
the next five years.

Indian Specialty Chemicals Market, Value (USD billion)

W Agrochemicals & Fertilizers
M Pharma API
B Dyes and Pigments
M Paints & coatings additives
B Home and personal care
M Textile chemicals

Water treatment chemicals
m Constructioin chemicals
W Flavours & Fragrances

147.2

78
- - [
— — —

2015 2019 2024 F

Agrochemical & Fertilizer and Pharma API contribute to more than 55% of the specialty chemical space in India. The tightening of
environmental norms in China and the recent trade dispute between China and the United States has reduced Chinese exports and resulted
in shifting the source of key raw materials from China to India. Hence, CSTL is well positioned to capitalize on these opportunities in the
specialty chemicals segment due to lower cost of production in India as compared to imports from China.

Key Strategies:

Continue to focus on R&D and product innovation.

Focus on cost optimization.

Capacity expansions

Capitilise on industry opportunities.

Geographical expansion & expand customer base to grow their market share effectively.

YVVVYVYY

Consistent Financial Performance...

CSTL has delivered a consistent growth over the last three financial years both in terms of financial and operational metrics. Revenue
& PAT grew at a CAGR of ~14% and ~43% over FY19-FY21 led by increase in exports, rise in demand for speciality chemical products and
better operating performance. CSTL enjoys superior EBITDA margins (51%) and PAT Margins (39%) in FY21 led by economies of scale,
competitive pricing, in-house capabilities, and adoption of cost optimization techniques. The company has a healthy balance sheet with D/E
ratio of 0.1x as of FY21. Moreover, the return ratios RoE and RoCE remain healthy at ~38% & ~26% (3-year Avg.).

Revenue, PAT & EBITDA Margin %
ROE (%) & RoCE ( %)

600 60.0%
500 44.2% 50.0% 60
400 34.7%6 e 40 00/U 35.9
. 0 .
40 ‘f ‘

300 393.3 198.4 30.0% 40.5 36.8

' : ! 15 ———el 213
200 977 139.6 20.0% 20 AN
100 - - 10.0% 0

0 0.0%
FY19 FY20 FY21 FY19 FY20 FY21
= Revenue (Rs Cr.) — mmmmmm PAT (Rs.Cr) essémssEBITDA Margin% === ROE (%) === R0CE (%)

Source: RHP, Geojit Research
Promoter and promoter group

Mr. Ashok Ramnarayan Boob, Krishnakumar Ramnarayan Boob, Siddhartha Ashok Sikchi and Parth Ashok Maheshwari are the Promoters of
the company.

Brief Biographies of Directors

The Board of Directors comprises of eight Directors, including one Managing Director, two Wholetime Directors, and five Non-Executive
Director (out of which three are Independent Directors, including one woman Independent Director).

¢ Ashok Ramnarayan Boob, is the Managing Director of the company.

e Pradeep Ramwilas Rathi, is the Chairman and Non-Executive Director of the company.
Siddhartha Ashok Sikchi, is a Wholetime Director of the company.

Krishnakumar Ramnarayan Boob, is a Wholetime Director of the company.

Sanjay Kothari, is a Non-Executive Director of the company.

Ganapati Dadasaheb Yadav, is a Non-Executive, Independent Director of the company.
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Consolidated Financials

Profit & Loss Account Balance Sheet
Y.E March (Rscr) FY19 FY20 FY21
Y.E March (Rscr) FY19 FY20 FY21
Sales 393.3 419.3 5124 Cact,
o as 9.4 9.3 15.7
% change - 6.6 22.2
EBITDA 136.3 185.3 259.0 Accounts Receivable 59.8 69.8 74.2
% change o 36 40 Inventories 37.0 34.6 52.9
Depreciation 11.0 13.7 17.2 Other Cur. Assets 6.7 4.2 10.7
EBIT 1253 171.6 2417 Investments 79.9 139.4 257.1
Interest 0.0 0.1 0.1 Deff. Tax Assets 0.4 0.3 1.4
Other Income 11.3 10.9 25.6 Net Fixed Assets 126.7 165.3 185.6
Exceptional Items - - - CWIP 5.9 S 55.0
PBT 1365 1823  267.3 g‘tt;“gj:’le f‘ssse“ (3)2 (3)2 ‘7)'3
er Asse . . .
% change 34 46.6
Total A
Tax 38.9 427 68.9 otal Assets 327 430 660
Tax Rate (%) 28 23 36 Currelzr}t Liabilities 27.7 53.0 74.0
Reported PAT 97.7 139.6 198.4 Provisions 0.4 0.5 0.5
Adj - - - Debt Funds 13.4 21.1 28.1
Adj PAT 97.7 139.6 198.4 Minority Interests - - -
% change - 43 42 Def. Tax Liabilities 13.9 13.2 17.6
No. of shares (CI') 10.62 10.62 10.62 Equlty Capltal 1.4 1.3 10.6
Reserves & Surplus
Ad) EPS (Rs) 9 13 19 P 270.6 3408 529.0
Shareholder’s Fund 272.1 342.1 539.7
Total Liabilities 327 430 660
BVPS (Rs) 26 32 51
Cash Flow Ratios
Y.E March FY19 FY20 FY21
Y.E March (Rscr) FY19 FY20 FY21 Profitab. & Return
PBT 137 182 267 :
EBITDA margin (%
Non-cash adj. 4.7 7.1 6.4 . gin (%) 34.7 44.2 50.5
Changes in W.C 565  -29.3 -80.8 EBIT margin (%) 31.9 40.9 472
CF.0 84.7 160.1 192.8 Net profit mgn.(%) 24.8 33.3 38.7
Capital exp. -39 -50 -84 ROE (% ' ' '
Change in inv. -136 -398 -335 ( ‘(”) 35.9 408 36.8
Sale of investment 786 3418 227.6 ROCE (%) 342 215 213
Other invest.CF 1.4 0.3 5.0 W.C & Liquidity
C.F - investing -94.9 -106.3 -186.7 Receivables (days)
Issue of equity 0.0 401 0.00 I : 55 56 48
Issue/repay debt 0.0 0.2 0.0 nventory (days) 79 101 123
Dividends paid -13 -15 -3 Payables (days) 21 31 43
Other f‘manc_e.CF 2 -0.2 -2.6 Current ratio (x) 6.9 4.8 5.5
C.F - Financing -10.8 -55.4 -5.9 Quick ratio (x)
Chg. in cash -21.0 -1.6 0.2 2.5 1.5 1.2
Closing cash 9.4 92 9.0 Turnover &Levg.
Net asset T.O (x) 3.1 2.9 3.2
Total asset T.O (x) 1.2 11 1.1
Int. covge. ratio (x) i} i} i}
Adj. debt/equity (x) 0.0 01 01
Valuation ratios
EV/Sales (x) 243 228 187
EV/EBITDA (x) 70.2 52 37
P/E(x) 97.9 685 482
P/BV (x) 351 279 177
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General Disclosures and Disclaimers

CERTIFICATION

I, Sheen.G, author(s) of this Report, hereby certify that all the views expressed in this research report reflect my personal views about any or all of the subject
issuer or securities. This report has been prepared by the Research Team of Geojit Financial Services Limited, hereinafter referred to as Geojit.

COMPANY OVERVIEW

Geojit Financial Services Limited (hereinafter Geojit), a publically listed company, is engaged in services of retail broking, depository services, portfolio
management and marketing investment products including mutual funds, insurance and properties. Geojit is a SEBI registered Research Entity and as such
prepares and shares research data and reports periodically with clients, investors, stake holders and general public in compliance with Securities and Exchange
Board of India Act, 1992, Securities and Exchange Board of India (Research Analysts) Regulations, 2014 and/or any other applicable directives, instructions or
guidelines issued by the Regulators from time to time.

DISTRIBUTION OF REPORTS

This document is not for public distribution and has been furnished to you solely for your information and must not be reproduced or redistributed to any other
person. Geojit will not treat the recipients of this report as clients by virtue of their receiving this report.

GENERAL REPRESENTATION

The research reports do not constitute an offer or solicitation for the purchase or sale of any financial instruments, inducements, promise, guarantee, warranty,
or as an official confirmation of any transaction or contractual obligations of any kind. This report is provided for assistance only and is not intended to be and
must not alone be taken as the basis for an investment decision. The information contained herein is from publicly available data or other sources believed to be
reliable, but we do not represent that it is accurate or complete and it should not be relied on as such. We have also reviewed the research report for any untrue
statements of material facts or any false or misleading information. While we endeavor to update on a reasonable basis the information discussed in this material,
there may be regulatory, compliance, or other reasons that prevent us from doing so.

RISK DISCLOSURE

Geojit and/or its Affiliates and its officers, directors and employees including the analyst/authors shall not be in any way be responsible for any loss or damage
that may arise to any person from any inadvertent error in the information contained in this report. Investors may lose his/her entire investment under certain
market conditions so before acting on any advice or recommendation in these material, investors should consider whether it is suitable for their particular
circumstances and, if necessary, seek professional advice. This report does not take into account the specific investment objectives, financial
situation/circumstances and the particular needs of any specific person who may receive this document. The user assumes the entire risk of any use made of this
information. Each recipient of this report should make such investigation as it deems necessary to arrive at an independent evaluation of an investment in the
securities of companies referred to in this report (including the merits and risks involved). The price, volume and income of the investments referred to in this
report may fluctuate and investors may realize losses that may exceed their original capital.

FUNDAMENTAL DISCLAIMER

We have prepared this report based on information believed to be reliable. The recommendations herein are based on 12 month horizon, unless otherwise
specified. The investment ratings are on absolute positive/negative return basis. It is possible that due to volatile price fluctuation in the near to medium term,
there could be a temporary mismatch to rating. For reasons of valuations/return/lack of clarity/event we may revisit rating at appropriate time. The stocks
always carry the risk of being upgraded to buy or downgraded to a hold, reduce or sell. The opinions expressed are subject to change but we have no obligation
to tell our clients when our opinions or recommendations change. This report is non-inclusive and does not consider all the information that the recipients may
consider material to investments. This report is issued by Geojit without any liability/undertaking/commitment on the part of itself or anyofits entities. We may
have issued or may issue on the companies covered herein, reports, recommendations or information which is contrary to those contained in this report.

The projections and forecasts described in this report should be evaluated keeping in mind the fact that these are based on estimates and assumptions and will
vary from actual results over a period of time. The actual performance of the companies represented in the report may vary from those projected. These are not
scientifically proven to guarantee certain intended results and hence, are not published as a warranty and do not carry any evidentiary value whatsoever. These
are not to be relied on in or as contractual, legal or tax advice. Prospective investors and others are cautioned that any forward-looking statements are not
predictions and may be subject to change without notice.

URISDICTION

The securities described herein may not be eligible for sale in all jurisdictions or to all categories of investors. The countries in which the companies mentioned
in this report are organized may have restrictions on investments, voting rights or dealings in securities by nationals of other countries.
Distributing/taking/sending/dispatching/transmitting this document in certain foreign jurisdictions may be restricted by law, and persons into whose
possession this document comes should inform themselves about, and observe any such restrictions. Failure to comply with this restriction may constitute a
violation of any foreign jurisdiction laws. Foreign currencies denominated securities are subject to fluctuations in exchange rates that could have an adverse effect
on the value or price of or income derived from the investment. Investors in securities such as ADRs, the value of which are influenced by foreign currencies
effectively assume currency risk.

REGULATORY DISCLOSURES:

Geojit’s Associates consists of privately held companies such as Geojit Technologies Private Limited (GTPL- Software Solutions provider), Geojit Credits Private
Limited (GCPL- NBFC Services provider), Geojit Investment Services Limited (GISL- Corporate Agent for Insurance products), Geojit Financial Management
Services Private Limited (GFMSL) &Geojit Financial Distribution Private Limited (GFDPL), (Distributors of Insurance and MF Units).In the context of the SEBI
Regulations on Research Analysts (2014), Geojit affirms that we are a SEBI registered Research Entity and in the course of our business as a stock market
intermediary, we issue research reports /research analysis etc that are prepared by our Research Analysts. We also affirm and undertake that no disciplinary
action has been taken against us or our Analysts in connection with our business activities.

In compliance with the above mentioned SEBI Regulations, the following additional disclosures are also provided which may be considered by the reader before
making an investment decision:

1. Disclosures regarding Ownership*:

Geojit confirms that:

(i) It/its associates have no financial interest or any other material conflict in relation to the subject company (ies) covered herein.
(ii) It/its associates have no actual beneficial ownership greater than 1% in relation to the subject company (ies) covered herein.
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Further, the Analyst confirms that:

(i) he, his associates and his relatives have no financial interest in the subject company (ies) covered herein, and they have no other material conflict in the
subject company.

(ii) he, his associates and his relatives have no actual/beneficial ownership greater than 1% in the subject company covered

2. Disclosures regarding Compensation:
During the past 12 months, Geojit or its Associates:

(a) Have not received any compensation from the subject company; (b) Have not managed or co-managed public offering of securities for the subject company
(c) Have not * received any compensation for investment banking or merchant banking or brokerage services from the subject company. (d) Have not received
any compensation for products or services other than investment banking or merchant banking or brokerage services from the subject company (e) Have not
received any compensation or other benefits from the subject company or third party in connection with the research report (f) The subject company is / was
not a client during twelve months preceding the date of distribution of the research report.

3. Disclosure by Geojit regarding the compensation paid to its Research Analyst:

Geojit hereby confirms that no part of the compensation paid to the persons employed by it as Research Analysts is based on any specific brokerage services or
transactions pertaining to trading in securities of companies contained in the Research Reports.

4. Disclosure regarding the Research Analyst’s connection with the subject company:
It is affirmed that I, Sheen G, Research Analyst(s) of Geojit have not served as an officer, director or employee of the subject company

5. Disclosure regarding Market Making activity:
Neither Geojit/its Analysts have engaged in market making activities for the subject company.

Please ensure that you have read the “Risk Disclosure Documents for Capital Market and Derivatives Segments” as prescribed by the Securities and Exchange
Board of India before investing.

Digitally signed
S H E E g)‘;tseHg(ElgLOTﬂS

16:31:48 +05'30"

Geojit Financial Services Ltd. (formerly known as Geojit BNP Paribas Financial Services Ltd.), Registered Office: 34/659-P, Civil Line Road, Padivattom, Kochi-
682024, Kerala, India. Phone: +91 484-2901000, Website: www.geojit.com. For investor queries: customercare@geojit.com, For grievances: grievances@geojit.com,

For compliance officer: compliance@geojit.com.

Corporate Identity Number: L67120KL1994PLC008403, SEBI Stock Broker Registration No INZ000104737, Research Entity SEBI Reg No: INH200000345,
Investment Adviser SEBI Reg No: INA200002817, Portfolio Manager: INP000003203, Depository Participant: IN-DP-325-2017, ARN Regn.Nos:0098, IRDA Corporate
Agent (Composite) No.: CA0226.
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