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@ Canara Bank Securities Ltd

A WHOLLY OWNED SUBSIDIARY OF CANARA BANK

CSTL manufactures functionally critical speciality chemicals such
as Performance Chemicals (i.e. MEHQ, BHA and AP), Pharmaceu-
tical Intermediates (i.e. Guaiacol and DCC), and FMCG Chemicals
(i.e. 4-MAP and Anisole).

CSTL is a global player with niche techno developed products.
The company is setting up 3rd facility at Kurkumbh to manufac-
ture Anisole, MEHQ etc. It has also allocated land for construc-
tion for 4th facility in Kurkumbh, Maharashtra. The company
would trade at P/E of 48.18x for FY21 which is attractive as com-
pared to its peer competitors. We recommend ‘SUBSCRIBE’ for

listing gains.

About the Company

Clean Science and Technology Limited (CSTL) was incorporated on
November 7, 2003. CSTL is among the few companies globally fo-
cused entirely on developing newer technologies using in-house
catalytic processes, which are eco-friendly and cost competitive.
Some of these technologies have developed and commercialized
for the first time.

It manufactures functionally critical specialty chemicals such as Per-
formance Chemicals (MEHQ, BHA, and AP), Pharmaceutical Inter-
mediates (Guaiacol and DCC), and FMCG Chemicals (4-MAP and
Anisole).

The company supplies its products to manufacturers and distribu-
tors in India as well as overseas markets i.e. China, Europe, USA,
Korea, Taiwan, and Japan. Bayer AG, Genex Laboratories Limited,
Nutriad International NV, SRF Limited, Vinati Organics are a few of
its customers. In fiscal 2021, it generated 69% of revenues through
export outside India.

CSTL has two production facilities at Kurkumbh (Maharashtra), in

close proximity to the JNPT port with an aggregated installed pro-
duction capacity of 29,900 MTPA as of FY2021.

Promoters

CLEAN SCIENCE AND TECHNOLOGY LTD

IPO NOTE

Date: 05.07.2021

Issue details

Price Band (in ¥ per share) 880-900
Issue size (in T Crore) 1546.62
Offer for Sale (in ¥ Crore) 1546.62

Total number of shares
(lakhs)

175.75-171.85

Issue open date 07-07-2021
Issue close date 09-07-2021
Tentative date of Allotment 15-07-2021
Tentative date of Listing 19-07-2021

Offer Allocation

QIB - 50 %, Retail- 35%,
NIB - 15%

Minimum order quantity

16

Face value (in )

Amount for retail investors
(1 lot)

14080-14400

Maximum number of shares
for Retail investors at lower
Band

224(14 Lots)

Maximum number of shares
for Retail investors at upper
band

208(13 Lots)

Maximum amount for retail
investors at lower Band-
upper band (in )

197120-187200

Exchanges to be listed on

BSE, NSE

Ashok Ramnarayan Boob, Krishnakumar Ramnarayan Boob, Siddhartha Ashok Sikchi, and Parth Ashok Maheshwari are the company

promoters

Objective of the Offer

The IPO proceed will be utilized towards following purposes:

1. To make an offer for sale of equity shares aggregating to INR 1546.62 crore

2. To achieve the share listing benefits on the BSE and NSE




A Canara Bank Securities Ltd

riefFinancials

Particulars (Rs. Cr)* FY21 FY20 FY19

Share Capital 10.62 1.33 1.42

Net Worth 539.67 342.1 272.06
Revenue from Operation 512.43 419.30 393.27

EBITDA 284.60 196.15 147.60

EBITDA Margin (%) 55.54% 46.78% 37.53%

PAT 198.38 139.63 97.66

PAT Margin (%) 38.71% 33.30% 24.83%

EPS(Rs) 18.68 13.15 9.19

Net Asset Value (Rs) 50.81 32.21 25.61

P/E # 48.18 - -

P/B # 17.71 - -

Source: RHP, *Restated Consolidated, FV Rs.1/-, # Calculated at the upper price band

GLOBAL SPECIALTY CHEMICALS MARKET

Specialty chemicals are low-volume and high-value products which are sold on the basis of their quality or utility, rather than com-
position. Thus, they may be used primarily as additives or to provide a specific attribute to the end product. Specialty chemicals are
more likely to be prepared and processed in batches. The focus is on value addition to the end-product and the

properties or technical specifications of the chemical.

Set forth below is an illustration of the value of the market of global speciality chemicals, categorized based on the industries and

Canara Bank Securities Ltd

applications for such chemicals (in USD billion)
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2015 2025F

m Flavours & Fragrances Ingredients 33 40 54
= Construction Chemicals B6 103 138

Water Treatment Chemicals 42 51 0
m Textile Chemicals 9 10 13
= Home & Personal Care 81 99 138
m Paints & Coatings Additives 23 28 38
m Dyes and Figments 58 GE 90
m Pharma API 166 199 281
m Agrochemicals & Fertilizers 161 1389 263

Source: Frost & Sullivan, RHP, CBSL
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India Personal Care Market

The personal care industry in India is pegged at USD 14.3 billion, and expected to grow at a CAGR of 9.8% to reach USD 25 billion by
2025. Increasing disposable income and a young rising middle class are significant factors driving the market in the country. Indian
Personal Care Market Forecast, Value (USD billion), 2015, 2019 and 2025 Forecast

25.1

9.8% CAGR

e
el

7.3% CAGR = Others

m Cosmetics
m Skincare
m Shampoo / Hair Care

= Body / Hand Wash

2015 2019 2025F

Source: RHP, CBSL

4-MAP

4-Methoxy-Acetophenone is an important spice, medicine, and makeup intermediate. 4-MAP is an aromatic chemical compound
with an aroma described as sweet, fruity, nutty, and similar to vanilla. 4-MAP occasionally also has the aroma of butter or caramel.
Global 4-Methoxy Acetophenone (4-MAP) Market: Current and Future (USD million) 2015-2025 as follows.

Canara Bank Securities Ltd
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Ascorbyl Palmitate

Ascorbyl Palmitate is produced from ascorbic acid, or vitamin C. Ascorbyl Palmitate has vitamin C activity approximately equal to
that of Ascorbic Acid (L-form). Ascorbic acid in form of Sodium Ascorbate or Ascorbyl Palmitate is extensively used as an ingredient
in anti-aging cosmetic products. AP is part of Vitamin C derivatives of Anti-aging Active Ingredients.

Global Ascorbyl Palmitate Market: Current and Future (USD million) 2015-2025
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Source: RHP, CBSL
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Anti-Aging Active Ingredients

The global anti-aging ingredients market is expected to record a CAGR of 6.5% indicating a similar growth trajectory for AP and BHA.
Among both the elements AP is a Vitamin C derivative. The market for Vitamin C derivatives is expected to record a CAGR of 8.3%
for the same period indicating higher growth rate for AP. BHA is expected to register a growth rate of 7-8%.

Global Anti-Aging Active Ingredients Market Forecast, Value (USD million), 2015, 2019 and 2025

2015-19 CAGR: 6.2%
2019-25 CAGR: 6.5%

2015 2019 2025

Source: RHP, CBSL

Market for cough syrups global (USD million), 2015-2025 Forecast

The global cough syrup market was valued at USD 4.1 billion in 2019 and is expected to grow at a CAGR of approximately 3.5 % to
reach USD 4.9 billion by 2025. The increasing incidences of respiratory disorders along with the rising air pollution are some of the
key factors contributing to the growth of the cough syrup market.

Market for cough syrups global size (USD million), 2015-2025 Forecast

Canara Bank Securities Ltd
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Monomethyl ether of hydroquinone (MEHQ)

Mono methyl ether of hydroquinone (“MEHQ”) is an organic compound and synthetic derivative of hydroquinone. MEHQ is com-
mercially manufactured by the hydroxylation of anisole or by free radical reaction between p-benzoquinone and methanol. The
global MEHQ market was valued at USD 121.9 million in 2019 and expected to record a growth of 5.8% between 2019 and 2025. On
a volume basis, the demand of MEHQ was around 12.5 KT growing at a CAGR of 5.2%.

Global MEHQ Market: Current & Future (USD million), 2015-2025 Forecast
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Source: RHP, CBSL

Global Superabsorbent polymers (SAPs) market

The global demand for SAP in 2019 was about 3,861 KT and the demand is expected to grow at a CAGR of 6.2% between 2019 and
2025 on volume basis. Strong demand from the baby diaper segment is projected to stoke the overall growth. Also, surging demand
for adult incontinence and female hygiene products owing to increasing awareness about hygiene is poised to further drive product
demand.

Global SAP Market: Historic, Current & Future (‘000 MT), 2015-2025 Forecast
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Competitive Strengths

Track record of strategic process innovation through consistent R&D initiatives

CSTL is among the leading companies in India to have commercialized use of environment-friendly processes to manufacture certain
specialty chemicals, at global capacities. They have achieved this position by optimizing use of conventional raw materials, improv-
ing atom economy, enhancing yields, reducing effluent discharge, and consequently increasing cost competitiveness.

CSTL has developed these technologies through process innovation and consistent R&D. Various catalysts have been developed in-
house through R&D, which are used across process developments, and have helped improve productivity, yields, atom economy
and cost efficiencies. By employing “clean-technologies”, they distinguish their processes from conventional processes and optimize
use of non-toxic raw materials, resulting in lower effluent generation, and products that are not as harmful to the end-consume

CSTL one of the largest producers of functionally critical specialty chemicals used across various industries and geographies re-
sulting in a de-risked business model

The company’s specialty chemicals have a wide range of applications and their key raw materials are abundantly available resulting
in a significantly de-risked business model. Their products are used as polymerization inhibitors, intermediates for agrochemicals
and pharmaceuticals, anti-oxidants, UV blockers, and anti-retroviral reagents, which are functionally critical in a wide range of indus-
tries, including in the manufacture of paints and inks, agro-chemicals, pharmaceuticals, flavours and fragrance, food and animal
nutrition (feed), and personal care (cosmetics) products.

In FY2019, FY2020, FY2021, revenue generated from their top 10 customers represented 50.53%, 44.77% and 47.90% of their reve-
nue from operations, respectively. Their products and customer base allow for limited dependence on any particular industry, rela-
tively insulating them from any industry-specific slowdown.

CSTL’s customers comprise manufacturers in India and other regulated international markets including China, Canada, Europe, the
United States of America, Taiwan, Korea, and Japan. In FY2019, FY2020, FY2021, revenue generated from customers outside India
represented 72.29%, 68.76% and 67.86% of their revenue from operations, respectively, with a significant portion generated from
China. They have been supplying to customers in such regulated markets, which sets them apart from other Indian companies and
enables them to compete effectively in terms of cost and quality, with global players in their industry.

Automated manufacturing facilities with proven design and commercialization capabilities and strong focus on EHS

CSTL has 2 manufacturing facilities in India with 11 production lines (including 3 lines for catalyst production and regeneration).
With dedicated production lines for their key products, they aim to limit losses and capacity reductions that are typically incurred
during transitioning between products. They also have multiple lines across separate units for their key products to limit contagion
risk, and consistently meet the demand for these products. Their operations have received certifications from Ecovadis and Togeth-
er for Sustainability, and are routinely audited and approved by certain of their customers. In addition, their facility for manufactur-
ing BHA and Ascorbyl Palmitate is also registered with the US FDA as an approved food facility.

Their captive solar plants meet part of their power requirements at their facilities, which improves cost efficiencies and results in
better utilization of resources. As of March 31, 2021, the direct current capacity of the captive solar power plant was 5.42 MW.
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Risk Factors

R&D dependent operations and inability to continue to design catalytic processes may adversely affect business

CSTL’s competitive position in the specialty chemicals industry is primarily characterised by cost-efficiencies and R&D improve-
ments. The company’s ability to continue to design catalytic processes is a significant factor in ability to remain competitive. Further,
its R&D efforts may not result in new catalytic processes being developed on a timely manner or to meet the needs of its customers
as effectively as competitive offerings. CSTL has invested substantial effort, funds and other resources towards R&D activities and
has set-up two dedicated in-house R&D centers at Kurkumbh, Maharashtra. For instance, in FY 2019, FY2020, FYY2021, the compa-
ny has invested INR 4.98 million, INR 7.50 million, and INR 7.95 million, on R&D related assets that represented 0.13%, 0.18%, and
0.16% of its revenue from operations in these periods, respectively.

None of the products and catalytic processes are patented or protected through intellectual property rights

CSTL’s continued commercial success depends in part on its ability to protect existing intellectual property and to obtain other intel-
lectual property rights. As of the date of Red Herring Prospectus, none of its catalytic processes are patented, and competitors may
be able to imitate these process technologies and erode or negate any competitive advantage that the company may have, which
could harm business and ability to continue to achieve profitability.

If CSTL fails to protect the intellectual property associated with in-house developed catalytic-technologies, the company may not be
able to claim registered ownership of such processes. It may be unable to seek remedies for infringement of those processes by
third parties.

Dependence on Commodity raw materials

CSTL’s competitiveness, costs and profitability depend, in part, on its ability to source and maintain a stable and sufficient supply of
raw materials, including phenol, hydrogen peroxide, acetic anhydride, tertiary butyl alcohol, acetone, methanol and cyclohexyla-
mine at acceptable prices.

In FY2019, FY2020 and FY2021, the cost of materials consumed amounted to INR 1,786.10 million, INR 1,279.79 million and INR
1,378.62 million, respectively, and represented 45.42%, 30.52%, and 26.90%, respectively, of total revenue. The company’s import-
ed raw materials, largely comprising phenol and tertiary butyl alcohol, as a percentage of total raw materials purchased amounted
to INR 667.62 million, INR 394.01 million, and INR 394.36 million, respectively, and represented to 37.44%, 30.97%, and 27.74% in
FY2019, FY2020 and FY2021, respectively.
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Peer Comparison

Face Total In- Basic
NAV RoNW

Name of the company Value come EPS (in3) P/E P/B (%)

(in%) (in% crore) (in?) ?
Clean Science and Technology 1 538.07 18.68 50.81 48.18 17.71 36.76%
Camlin Fine Sciences 1 1192.09 4.13 55.93 47.11 3.48 9.16%
Vinati Organics 1 980.1 26.2 150.16 77.35 13.50 17.45%
Fine Organic Industries 5 1150.32 39.25 238.57 75.09 12.35 16.45%
Atul 10 3834.45 221.17 1,303.66 | 41.99 7.12 17.11%
SRF 10 8454.53 205.54 | 1,157.30 | 36.47 6.48 17.47%
Navin Flourine International 2 1258.44 52.03 330.06 73.02 11.51 15.76%
Pl Industries 1 4701.9 49.92 352.13 | 60.64 8.60 13.82%

*P/E & P/B ratio based on closing market price as on July 02nd, 2021, At the upper price band of IPO, financial details consolidated audited results
ason FY21
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CSTL manufactures functionally critical speciality chemicals such as Performance Chemicals (i.e. MEHQ, BHA and AP), Pharmaceuti-
cal Intermediates (i.e. Guaiacol and DCC), and FMCG Chemicals (i.e. 4-MAP and Anisole). Within 17 years of incorporation, it has
grown to be the largest manufacturer globally of MEHQ, BHA, Anisole and 4-MAP, in terms of installed manufacturing capacities as
of March 31, 2021. The company has posted spectacular performance for the last three fiscals. IPL is a net debt free company with
profitability ratios, ROE and ROCE at 36.76% and 73.89% in FY2021, respectively. It is being dividend paying company since FY2012,
its dividend payout ratio stood at 17-18%.

CSTL is a global player with niche techno developed products. The company is setting up 3rd facility at Kurkumbh to manufacture
Anisole, MEHQ etc. It has also allocated land for construction for 4th facility in Kurkumbh, Maharashtra. The company would trade
at P/E of 48.18x for FY21 which is attractive as compared to its peer competitors. We recommend ‘SUBSCRIBE’ for listing gains.

Sources: Company Website and red herring prospectus

Canara Bank Securities Ltd
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Analyst Certification
Wel/l Lohit Bharambe, PGPM, MBA, Research Analyst authors and the names subscribed to this report, hereby certify that all of the views expressed in this re-
search report accurately reflect our views about the subject issuer (s) or securities. We also certify that no part of our compensation was, is, or will be directly or
indirectly related to the specific recommendation (s) or view (s) in this report. It is also confirmed that above mentioned Analysts of this report have not received any
compensation from the companies mentioned in the report in the preceding twelve months and do not serve as an officer, director or employee of the companies
mentioned in the report.

Disclosures and Disclaimers

CANARA BANK SECURITIES LTD (CBSL), a wholly owned subsidiary of CANARA BANK; is a SEBI registered intermediary offering broking services to its institu-
tional and retail clients; we also run a proprietary trading desk. CBSL is member of BSE & NSE. We are registered as RESEARCH ANALYST under SEBI
(INH000001253). CBSL or its associates do not have an investment banking business. Hence, they do not manage or co mange any public issue. Neither CBSL nor
its associates, neither the research analysts nor their associates nor his/her relative (i) have any financial interest in the company which is the subject matter of this
research report (i) holds ownership of one percent or more in the securities of subject company (iii) have any material conflict of interest at the end of the month
immediately preceding the date of publication of the research report OR date of the public appearance (iv) have received any compensation from the subject compa-
ny in the past twelve months (v) have received any compensation for investment banking merchant banking or brokerage services from the subject company in the
past twelve months (vi) have received any compensation for any other product or services from the subject company in the past twelve months (vii) have received
any compensation or other benefits from the subject company or third party in connection with the research report. (viii) Research Analyst involved in the preparation
of Research report discloses that he /she has not served as an officer, director, or employee of subject company (ix) is involved in market making activity of the
company.

We shall adhere to SEBI guidelines from time to time.

We may have earlier issued or may issue in future reports on the companies covered herein with recommendations/ information inconsistent or different those made
in this report. We may rely on information barriers, such as "Chinese Walls" to control the flow of information contained in one or more areas within us, or other are-
as, units, groups or affiliates of CBSL. The Research Desk does not solicit any action based on the material contained herein. It is for the general information of the
clients / prospective clients of CBSL. CBSL will not treat recipients as clients by virtue of their receiving the research report. It does not constitute a personal recom-
mendation or take into account the particular investment objectives, financial situations, or needs of clients / prospective clients. Similarly, the Research Desk does
not have regard to the specific investment objectives, financial situation/circumstances and the particular needs of any specific person who may receive it. The secu-
rities discussed in the report may not be suitable for all investors. The appropriateness of a particular investment or strategy will depend on an investor's individual
circumstances and objectives. Persons who may receive the research report should consider and independently evaluate whether it is suitable for his/ her/their par-
ticular circumstances and, if necessary, seek professional/financial advice. And such person shall be responsible for conducting his/her/their own investigation and
analysis of the information contained or referred to in the research report and of evaluating the merits and risks involved in the securities forming the subject matter
of the reports. All projections and forecasts in research reports have been prepared by our research team.

The client should not regard the inclusion of the projections and forecasts described herein as a representation or warranty by CBSL For these reasons; The client
should only consider the projections and forecasts described in the research reports after carefully evaluating all of the information in the report, including the as-
sumptions underlying such projections and forecasts. Past performance is not a guide for future performance. Future returns are not guaranteed and a loss of origi-
nal capital may occur. Actual results may differ materially from those set forth in projections. Forward-looking statements are not predictions and may be subject to
change without notice. We do not provide tax advice to our clients, and all investors are strongly advised to consult regarding any potential investment. CBSL or its
research team involved in the preparation of the research reports, accept no liabilities for any loss or damage of any kind arising out of the use of these reports. The
technical levels and trend etc mentioned in our reports are purely based on some technical charts/levels plotted by software used by us and these charts/levels are
believed to be reliable. No representation or warranty, express or implied is made that it is accurate or complete. The recommendation expressed in the reports may
be subject to change. The recommendations or information contained herein do/does not constitute or purport to constitute investment advice in publicly accessible
media and should not be reproduced, transmitted or published by the recipient. This research reports are for the use and consumption of the recipient only. This
publication may not be distributed to the public used by the public media without the express written consent of CBSL. The Research reports or any portion hereof
may not be printed, sold or distributed without the written consent of CBSL. The research report is strictly confidential and is being furnished to client solely for cli-
ent's information, may not be distributed to the press or other media and may not be reproduced or redistributed to any other person. The opinions and projections
expressed herein are entirely based on certain assumptions & calculations and are given as part of the normal research activity of CBSL and are given as of this
date and may be subject to change. Any opinion estimate or projection herein constitutes a view as of the date of this report and there can be no assurance that
future results or events will be consistent with any such opinions, estimate or projection. The report has not been prepared by or in conjunction with or on behalf of or
at the instigation of, or by arrangement with the company or any of its directors or any other person. Any opinions and projections contained herein are entirely
based on certain assumptions and calculations. None of the directors of the company or any other persons in the research team accepts any liability whatsoever for
any loss arising from any use of the research report or its contents or otherwise arising in connection therewith. The information contained herein is not intended for
publication or distribution or circulation in any manner whatsoever and any unauthorized reading, dissemination, distribution or copying of this communication is
prohibited unless otherwise expressly authorized. Please ensure that the client has read “Risk Disclosure Document for Capital Market and Derivatives Segments”
as prescribed by Securities and Exchange Board of India (SEBI) before investing in Securities Market. Please remember that investment in stock market is subject to
market risk and investors/traders need to do study before taking any position in the market.
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