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Clean Science and Technology

Steady performance

Summary

Clean Science and Technology (Clean) reported results which were marginally
below our expectations. The management stated that the growth is majorly led
by volumes as realisations are steady. Clean has further commissioned HALS
series 622, 944 and 783 and will be soon commissioning the HALS 119 series of
products as well. Healthy traction is being seen in off take for HALS series. Clean
has also firmed up plans for 2 capex blocks of Rs 1.5bn each in the performance
chemicals vertical. Although we are positive on the company’s growth prospects
and capex aimed towards capturing import substitution opportunities, we
believe current valuations factors in the same. We maintain our HOLD rating on
the stock valuing it at revised TP of Rs1,500 (PE of 41x on FY26E EPS).

Key Highlights and Investment Rationale

®  Good Volume led recovery: Clean witnessed sequential demand improvement
led by volumes due to offtake in end user industries. Growth in Performance
Chemicals and FMCG segments were driven by volumes and in the pharma
intermediates segment was driven by both volumes and realization. Growth in
Europe and China regions registered healthy improvement with the domestic
market share remaining steady

= Capex and HALS: Clean has also firmed up plans for 2 capex blocks of Rs
1.5bn each in the performance chemicals vertical. Demand trajectory for
MEHQ and BHA along with ramp up in HALS are key monitorables. Clean is
targeting sales volumes of 2000 tons from HALS in FY25 at average blended
realisations of $8 per kg. The company is also looking at introducing newer
and higher value products in the HALS series. Current sales run rate for HALS
stands at 125 tons per month which the company is looking to scale upto 150-
180 tons per month in FY25.

; 0

P

CMmP
Potential upside/downside
Previous Rating

-1Im -3m
Absolute 5.7 18.5
Rel to Sensex 2.7 8.6

Rs1,563

-4%

HOLD

Price Performance (%)

-12m
20.1
(3.1)

Bloomberg / Reuters

Sector

Shares o/s (mn)

Sensex / Nifty

Market cap. (Rs mn)

CLEAN IN / CLEA.BO
Specialty Chemicals

106
166,071

3-m daily average value (Rs mn) --
52-week high / low

Rs1,655 / 1,245
81,868 / 25,011

EPS (Rs) FY25E FY26E  Promoters 75.0
IDBI Capital 30 37 F 6.1
Consensus 30 37 ] 4.4
% difference (0.4) (0.7) Public 145
Financial snapshot (Rs mn)
Year FY22 FY23 FY24 FY25E FY26E
Revenue 6,849 9,358 7,915 10,831 13,933
Change yoy, (%) 34 37 (15) 37 29
EBITDA 2,999 4,021 3,321 4,148 5,155
Change yoy, (%) 16 34 (17) 25 24
EBITDA Margin (%) 43.8 43.0 42.0 38.3 37.0
Adj.PAT 2,285 2,952 2,440 3,074 3,874
EPS (Rs) 22 28 23 29 36
Change yoy, (%) 15.2 29.2 (17.3) 26 26
PE(x) 72.6 56.2 68.0 54.0 42.8
Dividend Yield (%) - 0.3 0.3 0.4 0.5
P/B (x) 55.1 41.2 49.9 40.1 32.2
RoE (%) 34.9 33.2 22.1 23.2 24.2
RoCE (%) 40.8 40.1 25 26 26

Source: IDBI Capital Research, Company
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Exhibit 1: Quarterly Snapshot (Consolidated)

Consolidated (Rs mn) Q1FY25 Q1FY24 YoY (%) Q4FY24 QoQ%
Net Sales 2,240 1,881 19.1% 2,275 -1.5%
Expenditure -1,084 -1,120 -3.2% -1,141 -5.0%
as % of sales -48% -60% -18.7% -50%

Consumption of RM -775 -726 6.7% -780 -0.7%
as % of sales -41% -39% 6.7% -34%

Employee Cost -130 -117 10.9% -135 -3.7%
as % of sales -7% -6% 10.9% -6%

Other expenditure -179 -152 17.6% -226 -20.8%
as % of sales -10% -8% 17.6% -10%

EBITDA 947 761 24.4% 945 0.2%
Depreciation -158 -108 46.2% -127 24.3%
EBIT 789 653 20.8% 818 -3.6%
Other Income 99 134 -26.1% 141 -29.4%
Interest -1 -1 109.8% -6 -81.1%
Exceptional 0 0 - 0

PBT 887 787 12.7% 953 -6.9%
Total Tax -228 -198 15.2% -250 -9.0%
Reported PAT 659 589 11.9% 703 -6.2%
Discontinued Ops 0 0 - 0 NA
AdjustedPAT 659 589 11.9% 703 -6.2%
Adjusted EPS 6 6 11.9% 7 -6.2%
Margins (%) YoY (bps) QoQ (bps)
EBIDTA 42.3% 40.5% 180 41.5% 72
EBIT 35.2% 34.7% 49 36.0% (74)
EBT 39.6% 41.8% (224) 41.9% (229)
PAT 29.4% 31.3% (189) 30.9% (145)
Effective Tax rate 25.7% 25.1% 55 26.3% (59)

Source: Company, IDBI Capital
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Conference call highlights:

Capex:

Clean has started construction of production block for a performance chemical which will entail capex of
Rs 1.5bn and is expected to commercialize by 1HFY26 and cater to 15% of the global demand at peak
revenue of Rs 3.5bn. Management mentioned employing a novel and differentiated production process for
this product which will yield better unit economics as compared to competition. This product is used as a
stabilizer in polymer and pharma applications and there are some other players manufacturing this
product in India.

Construction to start by September 2024 for a water treatment chemical in the performance chemical
segment with capex of Rs 1.5bn.This product is targeted towards import substitution and facility should be
commissioned by September 2025. Finer details about revenue potential and market opportunity will be
shared later and there are other market players present in this product as well in India.

Pharma Intermediates capacity to be commissioned By October-November 2024 with capex of Rs 300 mn.

Capacity utilization: Performance chemicals and pharma segments are running at 65% utilization and FMCG at
75% utilization.

HALS: The aspiration here is to capture 70-75% of the Indian market and look for export avenues as well with

the aim of being at par with Chinese and European players. Premium HALs products are priced higher at$15

but market size for the same is smaller.

Clean Fino Chem (Subsidiary-CFCL): Total investment in CFCL is to the tune of Rs 4.35bn out of which Rs 3.5bn
is towards HALS. Rs 1 bn was invested in Q1 in CFCL.

Others: The company will be setting up a 6 MW solar plant for energy conservation
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Exhibit 2: Change in estimates

(%) Chg (%) Chg
Revenue (Rs mn) 11,329 10,831 -4% 13,933 13,933 0%
EBITDA (Rs mn) 4,079 4,148 2% 5,016 5,155 3%
EBITDA margin (%) 36% 38% 230 36% 37% 100
Net profit (Rs mn) 3,077 3,074 0% 3,810 3,874 2%
EPS (Rs) 29 29 0% 36 36 1%

Source: Company; IDBI Capital Research
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Financial Summary

Profit & Loss Account
Year-end: March
Net sales

Change (yoy, %)
Operating expenses
EBITDA

Change (yoy, %)

Margin (%)
Depreciation
EBIT
Interest paid
Other income
Pre-tax profit
Tax

Effective tax rate (%)
Minority Interest
Net profit
Exceptional items
Adjusted net profit

Change (yoy, %)
EPS
Dividend per sh
Dividend Payout (%)

FY21
5,124
22.2
(2,535)
2,590
39.8
50.5
(172)
2,417
(1)

256
2,673
(689)
25.8

1,984
1,984
42.1
18.7
0.3
1.7

FY22
6,849
34
(3,850)
2,999
16
43.8
(249)
2,750
(1)

300
3,048
(763)
25.0

2,285

2,285

15
21.5

FY23
9,358
37
(5,337)
4,021
34
43.0
(361)
3,660
(2)

298
3,956
(1,005)
25.4

2,952
2,952
29
27.8
5.2
18.9

FY24
7,915
(15)
(4,594)
3,321
(17)
42.0
(459)
2,861
(9)
413
3,265
(825)
25.3

2,440
2,440
(17)
23.0
5.0
22

FY25E
10,831
37
(6,683)
4,148
25
38.3
(527)
3,621
(40)
490
4,071
(998)
245

3,074
3,074
26
28.9
6.0
21

(Rs mn)
FY26E
13,933
29
(8,778)
5,155
24
37.0
(670)
4,485
(60)
672
5,097
(1,223)
24.0

3,874

3,874
26
36.5
7.2
20
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Balance Sheet
Year-end: March
Shareholders' funds
Share capital
Reserves & surplus
Total Debt
Other liabilities
Curr Liab & prov

Current liabilities
Provisions
Total liabilities

Total equity & liabilities

Net fixed assets
Investments

Other non-curr assets
Current assets

Inventories

Sundry Debtors

Cash and Bank

Loans and advances

Total assets

FY21
5,397
106
5,290
3

179
1,020
1,018

1,203
6,599

2,379

269
3,951
529
742
157
2,523
6,599

FY22
7,684
106
7,578
213
1,349
1,345

1,562
9,247

3,369

174
5,703
881
1,535
747
2,540
9,247

FY23
10,100
106
9,994
3

261
1,155
1,094
61
1,418
11,518

4,433
255
527

6,303
1,088
1,462
125
3,629
11,518

FY24
12,032
106
11,925
331
1,600
1,597
3
1,931
13,963

6,568
370
428

6,596

1,237

1,637
106

3,616

13,963

FY25E
14,468
106
14,362
800
331
1,462
1,459
3
2,593
17,062

8,341
370
428

7,922

1,265

1,729
312

4,616

17,062

(Rs mn)
FY26E
17,577
106
17,471
400
331
1,730
1,727
3
2,461
20,038

9,471
370
428

9,769

1,628

2,219
307

5,616

20,038
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Cash Flow Statement (Rs mn)
Year-end: March FY21 FY22 FY23 FY24 FY25E FY26E
Pre-tax profit 2,673 3,048 3,956 3,265 4,071 5,097
Depreciation 172 249 361 459 527 670
Tax paid (659) (691) (945) (755) (998) (1,223)
Chg in working capital (90) (1,074) (475) (188) (258) (584)
Other operating activities (168) (260) (104) (4112) 40 60
Cash flow from operations (a) 1,928 1,272 2,794 2,371 3,383 4,020
Capital expenditure (840) (1,396) (1,727) (2,267) (2,300) (1,800)
Chg in investments (1,078) 580 (1,033) 380 (1,000) (1,000)
Other investing activities 50 30 61 29 - -
Cash flow from investing (b) (1,868) (786) (2,698) (1,859) (3,300) (2,800)

Equity raised/(repaid) - - - - - -

Debt raised/(repaid) (24) - - - 800 (400)
Dividend (incl. tax) (33) - (558) (531) (637) (765)
Chg in monorities - - - - - -
Other financing activities (2) (2) 7 (9) (40) (60)
Cash flow from financing (c) (59) (1) (550) (540) 123 (1,225)
Net chg in cash (a+b+c) 2 485 (455) (28) 205 (5)
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Financial Ratios

Year-end: March FY21 FY22 FY23 FY24 FY25E FY26E
Book Value (Rs) 50.8 72 95 113 136 165
Adj EPS (Rs) 18.7 21.5 27.8 23.0 28.9 36.5
Adj EPS growth (%) 42.1 15 29 -17 26 26
EBITDA margin (%) 50.5 43.8 43.0 42.0 38.3 37.0
Pre-tax margin (%) 52.2 44.5 42.3 41.3 37.6 36.6
Net Debt/Equity (x) 0.0 -0.1 0.0 0.0 0.0 0.0
ROCE (%) 53.1 41 40 25 26 26
ROE (%) 45.0 35 33 22 23 24
DuPont Analysis
Asset turnover (x) 0.9 0.9 0.9 0.6 0.7 0.8
Leverage factor (x) 1.2 1.2 1.2 1.2 1.2 1.2
Net margin (%) 38.7 33.4 31.5 30.8 28.4 27.8
Working Capital & Liquidity ratio
Inventory days 38 47 42 57 43 43
Receivable days 53 82 57 76 58 58
Payable days 88 97 55 86 52 51
Valuations
Year-end: March FY25E FY26E
PER (x) 83.6 72.6 56.2 68.0 54.0 42.8
Price/Book value (x) 30.7 21.6 16.4 13.8 11.5 9.4
EV/Net sales (x) 324 24.1 17.7 21.0 15.4 11.9
EV/EBITDA (x) 64.0 55.1 41.2 49.9 40.1 32.2
Dividend Yield (%) 0.0 0.0 0.3 0.3 0.4 0.5

Source: Company; IDBI Capital Research
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