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Clean Science and Technology suy

New product launches ramping up steadily

Clean Science’s 4QFY24 earnings print was better than our and consensus expectations.
During the quarter, reported EBITDA was ~4%/3% higher than JMFe and consensus on
account of robust volume growth. Going forward, volume recovery in the base business is
likely to continue. This along with ramp-up of HALS series of products along with new
pharma intermediate should result in a 35% sales growth in FY25. For FY26 and FY27,
higher utilisation of the HALS unit along with contributions from 2 new performance and
pharma intermediate chemicals are likely to drive 32% sales CAGR over FY24-27E. Even after
assuming EBITDA contraction from 42% in FY24 to 40% in FY25 and 38% in FY27,
company would still be able to post a 29% EBITDA/EPS CAGR over FY24-27E. In fact, in
order to achieve our FY25 EBITDA estimates, company will only need to do additional INR
460mn of EBITDA on 4QFY24 annualised run-rate. In case there is a pick-up in product
prices, there could be an upside risk to our estimates while any delay in new product
approvals could be a downside risk to our estimates. We maintain BUY with a revised Sep’25
TP of INR 1,765 (from Mar’'25 TP of INR 1,805 earlier).

EBITDA beat on account of higher sales: Clean Science's 4QFY24 consolidated gross
profit, of INR 1.5bn was 10% above JMFe, (up 15% QoQ while down 2% YoY) as
revenues were 6% higher than JMFe and stood at INR 2.3bn (up 17%/5% QoQ/YoY) and
gross margin of 65.7% was higher than JMFe of 63.5% (and down from 66.8% in
3QFY24). During the quarter, other expenses were higher at INR 415mn (vs. JMFe of INR
340mn and INR 319mn in 3QFY24). As a result, EBITDA came in 4%/3% above
JMFe/Consensus at INR 945mn (up 9% QoQ while down 10% YoY). Further, PAT was
9% above JMFe and stood at INR 703mn (up 12% QoQ while down 13% YoY).

Additional HALS series of products to start ramping up in FY25; >INR 1.5bn capex in
FY25: During the quarter, sequential revenue growth was on account of higher volumes.
Moreover, company’s HALS 701 and 770 are currently are receiving good response. In
fact, for 770, company has achieved a run-rate of 100MT/month and wants to take this
run-rate to 200MT by Mar'25 (India imports ~200-220MT/month). Further, for 701,
company intends to achieve a 100MT/month over the next 3-5 months (where it is the
first manufacturer outside China). On unit 4, it was indicated that 3,000MT (~30% of the
capacity) of HALS series (622, 944, 119, 2020) is expected by FY25. On top of this,
revenue contribution from INR 300mn capex for pharma intermediate will commence
from Sep’24. Additionally, company will incur INR > 1.5bn for two performance chemicals
which are currently at pilot stage.

Expect 29% EPS CAGR over FY24-27E; maintain BUY: Company has indicated a 15%
EBITDA margin for HALS in FY25 with a gradual ramp-up to 25% with optimum
utilisation. Factoring in 4QFY24 results and management commentary, we have lowered
our FY25E/FY26E EBITDA and EPS estimates by ~4%. We expect Clean to register a 29%
EPS CAGR over FY24-27E. We maintain BUY with a revised Sep’25 TP of INR 1,765 (from
Mar’25 TP of INR 1,805 earlier) (based on 40x Sep’'26E EPS).

Financial Summary (INR mn)
Y/E March FY23A FY24A FY25E FY26E FY27E
Net Sales 9,358 7,915 10,698 14,307 18,396
Sales Growth (%) 36.6 -15.4 35.2 33.7 28.6
EBITDA 4,021 3,321 4,260 5,538 7,047
EBITDA Margin (%) 43.0 420 39.8 38.7 38.3
Adjusted Net Profit 2,952 2,440 3,057 4,122 5,247
Diluted EPS (INR) 27.8 23.0 28.8 38.8 49.4
Diluted EPS Growth (%) 29.2 -17.3 253 34.8 273
ROIC (%) 46.6 27.4 27.1 30.3 33.4
ROE (%) 332 22.1 226 24.2 243
P/E (x) 47.8 57.8 46.1 34.2 26.9
P/B (x) 14.0 11.7 9.4 74 5.8
EV/EBITDA (x) 34.2 414 32.2 24.4 18.7
Dividend Yield (%) 0.2 0.2 0.1 0.1 0.1

Source: Company data, JM Financial. Note: Valuations as of 15/May/2024
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4QFY24 Result Review

Exhibit 1. Clean Science’s quarterly financial snapshot

T H %

Consolidated (INR mn) 1QFY23 2QFY23 3QFY23 4QFY23 1QFY24 2QFY24 3QFY24 i AQFY24  AQFY24E i % QoQ % YoY difference
Net Sales 2,341 2,475 2,374 2,169 1,881 1,811 1,947 i 2,275 2,150 i 17% 5% 6%
COGS 913 927 779 641 726 618 646 E 780 785 E 21% 22%
Gross Profit 1,427 1,548 1,595 1,528 1,155 1,193 1,301 ! 1,495 1,365 ! 15% -2% 10%
Gross margin 61.0% 62.5% 67.2% 70.5% 61.4% 65.9% 66.8% E 65.7% 63.5% E -109 bps  -474 bps 3%
Employee cost 100 106 118 128 117 119 116 ! 135 120 ! 16% 5%
Employee cost as % of sales 4% 4% 5% 6% 6% 7% 6% | 6% 6% | 0.82%  2bps
Other expenditure 414 467 396 349 277 326 319 ! 415 340 ! 30% 19%
Other expenditure as % of sales 18% 19% 17% 16% 15% 18% 16% E 18% 16% E 190 bps 216 bps
EBIDTA 913 975 1,081 1,051 761 748 866 ! 945 905 ! 9% -10% 4%
EBITDA margin 39% 39% 46% 48% 40% 41% 44% E 41.5% 42.1% E -294 bps  -692 bps -1%
Depreciation 85 87 89 101 108 111 13 ! 127 125 ! 12% 26%
EBIT 829 888 992 950 653 637 753 E 818 780 E 9% -14%
Interest expense 0.0 0.0 0.6 1.3 0.5 2.5 0.5 ! 5.7 3.0 ! 950% 330%
Other income 18 28 126 126 134 60 78 E 141 80 E 81% 11%
PBT 847 916 1,117 1,075 787 695 830 ! 953 857 ! 15% -11%
Tax 218 237 280 270 198 173 204 E 250 214 E 23% -7%
PAT 629 679 837 805 589 522 626 ! 703 643 ! 12% -13% 9%
PAT margin 27% 27% 35% 37% 31% 29% 32% E 30.9% 29.9% E -127 bps  -625 bps 3%
Basic EPS (INR) 5.92 6.40 7.88 7.58 5.55 491 5.90 ! 6.62 6.05 ! 12% -13%
Tax rate 25.7% 25.8% 25.1% 25.1% 25.1% 24.9% 24.6% E 26.3% 25.0% E 168 bps 116 bps
Source: Company, JM Financial - :
Exhibit 2. Clean Science’s segment-wise revenue breek-up

2QFY23  3QFY23 4QFY23 1QFY24 2QFY24 3QFY24 Ir 4QFY24  4QFY24E E %QoQ %YoY % diff vs JMFe
INR mn
Performance chemicals 1,660 1,699 1,568 1,260 1,213 1,304 | 1,525 1,500 | 17% -3% 2%
Pharma and agro intermediates 440 396 412 357 344 370 432 400 17% 5% 8%
FMCG chemicals 300 261 239 245 272 216 | 296 250 | 37% 24% 18%
Total 2,475 2,374 2,169 1,881 1,811 1,947 2,275 2,150 17% 5% 6%
% of overall revenues
Performance chemicals 67% 72% 72% 67% 67% 67% 1 67% 70% 1 4bps  -530bps
Pharma and agro intermediates 18% 17% 19% 19% 19% 19% 19% 19% 1bps 1bps
FMCG chemicals 12% 1% 1% 13% 15% 1% 1 13% 12% 1 190bps  200bps
Total 100%  100%  100%  100%  100%  100% i 100%  100% Obps Obps

Source: Company, JM Financial
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Assumptions and Estimates

Exhibit 3. Clean’s revenue likely to witness 32% CAGR over FY24-

Exhibit 4. Clean’s EBITDA likely to see 29% CAGR over FY24-27E

27E
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Exhibit 5. Clean’s PAT likely to register 29% CAGR over FY24-27E Exhibit 6. Clean’s RoCE likely to improve to ~35% in FY27E
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Source: Company, JM Financial

Exhibit 7. Change in estimates

New old Change
Revenue (INR Mn)
FY25 10,698 11,120 -3.8%
FY26 14,307 14,862 -3.7%
EBITDA (INR Mn)
FY25 4,260 4,459 -4.5%
FY26 5,538 5,794 -4.4%
PAT (INR Mn)
FY25 3,057 3,191 -4.2%
FY26 4,122 4,280 -3.7%
EPS (INR)
FY25 28.8 30.0 -4.2%
FY26 38.8 40.3 -3.7%

Source: JM Financial
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Valuation

Exhibit 8. Clean Science is currently trading at ~43.5x 1-year forward consensus P/E multiple
120
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Average: 55.2x
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Source: Bloomberg, JM Financial

Exhibit 9. Chemical companies peer valuation

Company Rating |CMP (INR)| TP (INR) PE®) /B 0 EVIEBITDA &) ROE (%)

FY23 FY24E FY25E FY26E| FY23 FY24E FY25E FY26E| FY23 FY24E FY25E FY26E| FY23 FY24E FY25E FY26E
SRF BUY 2,287 2,795 | 313 50.7 400 306 | 66 59 52 45 201 278 227 181|229 123 139 159
UPL BUY 514 650 10,6 NM 223 144 | 13 1.4 1.4 13 |1 60 143 87 75 (136 -34 62 90
Pl Industries HOLD 3,661 3,720 | 455 359 329 290| 77 64 53 45 |340 264 231 201|184 194 176 168
Deepak Nitrite BUY 2,424 2,565 |36.6 445 295 244 | 76 65 53 44 |239 274 187 156|229 158 19.9 19.7
Clean Science BUY 1,326 1,765 | 47.7 57.7 46.1 342 (139 117 94 74 (342 415 322 244|332 221 226 242
Navin Fluorine BUY 3,321 4,105 | 439 720 502 359| 75 69 62 55 (312 433 313 233|186 10.0 13.0 16.2
Fine Organics SELL 4,407 3,840 | 229 366 345 340| 89 73 6.2 54 [16.7 26.1 237 231|476 218 194 169
Galaxy Surfactants HOLD 2,544 2,540 | 23.7 30.1 283 266 | 48 4.1 36 32 |159 179 167 153|220 148 136 127
PCBL Ltd. BUY 256 355 219 180 169 144)| 34 29 25 21 |145 109 97 83 (162 173 157 157
Aether Industries BUY 833 1,095 | 795 864 513 37.7| 83 52 47 42 | 551 56.6 327 244|160 76 97 118
Anupam Rasayan HOLD 792 830 480 684 430 292 | 37 28 26 24 (209 232 190 151 88 47 63 86
Archean Chemicals BUY 616 720 178 238 129 103 | 48 45 33 25 (116 157 82 60 |[452 204 295 277
Tatva Chintan Pharma Chem HOLD 1,101 1,130 [ 525 849 503 370 50 35 33 31 (446 374 264 200( 99 48 68 86

Source: Companies, JM Financial
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Financial Tables (Consolidated)

Income Statement (INR mn) Balance Sheet (INR mn)
Y/E March FY23A FY24A FY25E FY26E FY27E Y/E March FY23A FY24A FY25E FY26E FY27E
Net Sales 9,358 7,915 10,698 14,307 18,396 Shareholders’ Fund 10,100 12,032 15,007 19,023 24,136
Sales Growth 36.6% -15.4% 35.2% 33.7% 28.6% Share Capital 106 106 106 106 106
Other Operating Income 0 0 0 0 0 Reserves & Surplus 9,994 11,925 14,901 18,917 24,030
Total Revenue 9,358 7,915 10,698 14,307 18,396 Preference Share Capital 0 0 0 0 0
Cost of Goods Sold/Op. Exp 3,260 2,771 4,343 5,880 7,634 Minority Interest 0 0 0 0 0
Personnel Cost 452 487 524 701 901 Total Loans 1 0 0 0 0
Other Expenses 1,625 1,337 1,570 2,188 2,814 Def. Tax Liab. / Assets (-) 257 323 323 323 323
EBITDA 4,021 3,321 4,260 5,538 7,047 Total - Equity & Liab. 10,358 12,354 15,330 19,346 24,459
EBITDA Margin 43.0% 42.0% 39.8% 38.7% 38.3% Net Fixed Assets 4,806 6,935 8,620 9,858 10,958
EBITDA Growth 34.1% -17.4% 28.3% 30.0% 27.3% Gross Fixed Assets 5,561 7,792 10,092 12,092 14,092
Depn. & Amort. 361 459 615 763 901 Intangible Assets 13 7 8 9 10
EBIT 3,660 2,861 3,645 4,775 6,146 Less: Depn. & Amort. 1,345 1,805 2,420 3,183 4,083
Other Income 298 413 431 510 581 Capital WIP 205 573 573 573 573
Finance Cost 2 9 0 0 0 Investments 3,276 3,026 3,026 3,026 3,026
PBT before Excep. & Forex 3,957 3,265 4,076 5,285 6,727 Current Assets 3,436 4,003 5,608 8,881 13,454
Excep. & Forex Inc./Loss(-) 0 0 0 0 0 Inventories 1,088 1,237 1,671 2,235 2,874
PBT 3,957 3,265 4,076 5,285 6,727 Sundry Debtors 1,462 1,637 2,213 2,960 3,806
Taxes 1,005 825 1,019 1,163 1,480 Cash & Bank Balances 125 104 699 2,662 5,750
Extraordinary Inc./Loss(-) 0 0 0 0 0 Loans & Advances 0 0 0 0 0
Assoc. Profit/Min. Int.(-) 0 0 0 0 0 Other Current Assets 761 1,024 1,024 1,024 1,024
Reported Net Profit 2,952 2,440 3,057 4,122 5,247 Current Liab. & Prov. 1,160 1,608 1,924 2,418 2,979
Adjusted Net Profit 2,952 2,440 3,057 4,122 5,247 Current Liabilities 805 1,085 1,466 1,960 2,521
Net Margin 31.5% 30.8% 28.6% 28.8% 28.5% Provisions & Others 355 524 458 458 458
Diluted Share Cap. (mn) 106.2 106.2 106.2 106.2 106.2 Net Current Assets 2,276 2,394 3,684 6,463 10,475
Diluted EPS (INR) 27.8 23.0 288 38.8 494 Total — Assets 10,358 12,354 15,330 19,346 24,459
Diluted EPS Growth 29.2% -17.3% 25.3% 34.8% 27.3% Source: Company, JM Financial

Total Dividend + Tax 319 319 82 106 135

Dividend Per Share (INR) 3.0 3.0 0.8 1.0 1.3

Source: Company, JM Financial

Cash Flow Statement (INR mn) -

Dupont Analysis
Y/E March FY23A FY24A FY25E FY26E FY27E

Y/E March FY23A FY24A FY25E FY26E FY27E
Profit before Tax 3,957 3,265 4,076 5,285 6,727 -

Net Margin 31.5% 30.8% 28.6% 28.8% 28.5%
Depn. & Amort. 361 459 615 763 901

Asset Turnover (x) 1.0 0.7 0.8 0.8 0.8
Net Interest Exp. / Inc. (-) -3 -20 -29 -29 -29

. L F 1. 1. 1. 1. 1.

Inc (-/ Dec in WCap. -428 -295 -695 -816 -925 everage Factor () 0 0 0 0 0
Others 148 284 0 0 0 RoE 33.2% 22.1% 22.6% 24.2% 24.3%
Taxes Paid -945 -755 -1,019 -1,163 -1,480
Operating Cash Flow 2,794 2,371 2,948 4,040 5,194 Key Ratios
Capex -1,834 2,323 -2,301 2,001 2,001 Y/E March FY23A FY24A FY25E FY26E FY27E
Free Cash Flow 960 48 647 2,040 3,193 BV/Share (INR) 95.1 113.3 141.3 179.1 227.2
Inc (-) / Dec in Investments -1,410 385 0 0 0 ROIC 46.6% 27.4% 27.1% 30.3% 33.4%
Others 546 80 29 29 29 ROE 33.2% 22.1% 22.6% 24.2% 24.3%
Investing Cash Flow -2,698 -1,859 -2,272 -1,972 -1,972 Net Debt/Equity (x) -0.3 -0.3 -0.2 -0.3 -0.4
Inc / Dec (-) in Capital -1 0 0 0 0 P/E (x) 47.8 57.8 46.1 34.2 26.9
Dividend + Tax thereon 0 0 0 0 0 P/B (x) 14.0 1.7 9.4 7.4 58
Inc / Dec (-) in Loans 0 -1 0 0 0 EV/EBITDA (x) 34.2 41.4 32.2 24.4 18.7
Others -549 -531 -82 -106 -135 EV/Sales (x) 14.7 17.4 12.8 9.4 7.2
Financing Cash Flow -550 -532 -82 -106 -135 Debtor days 57 76 76 76 76
Inc / Dec (-) in Cash -455 -20 595 1,963 3,088 Inventory days 42 57 57 57 57
Opening Cash Balance 579 124 104 699 2,662 Creditor days 55 86 83 82 81
Closing Cash Balance 124 104 699 2,662 5,750 Source: Company, JM Financial

Source: Company, JM Financial
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eligible for sale in all jurisdictions or to a certain category of investors. Persons in whose possession this report may come, are required to inform themselves of
and to observe such restrictions.

Additional disclosure only for U.S. persons: JM Financial Institutional Securities has entered into an agreement with JM Financial Securities, Inc. ("JM Financial
Securities"), a U.S. registered broker-dealer and member of the Financial Industry Regulatory Authority ("FINRA") in order to conduct certain business in the
United States in reliance on the exemption from U.S. broker-dealer registration provided by Rule 15a-6, promulgated under the U.S. Securities Exchange Act of
1934 (the "Exchange Act"), as amended, and as interpreted by the staff of the U.S. Securities and Exchange Commission ("SEC") (together "Rule 15a-6").

This research report is distributed in the United States by JM Financial Securities in compliance with Rule 15a-6, and as a "third party research report" for
purposes of FINRA Rule 2241. In compliance with Rule 15a-6(a)(3) this research report is distributed only to "major U.S. institutional investors" as defined in Rule
15a-6 and is not intended for use by any person or entity that is not a major U.S. institutional investor. If you have received a copy of this research report and are
not a major U.S. institutional investor, you are instructed not to read, rely on, or reproduce the contents hereof, and to destroy this research or return it to JM
Financial Institutional Securities or to JM Financial Securities.

This research report is a product of JM Financial Institutional Securities, which is the employer of the research analyst(s) solely responsible for its content. The
research analyst(s) preparing this research report is/are resident outside the United States and are not associated persons or employees of any U.S. registered
broker-dealer. Therefore, the analyst(s) are not subject to supervision by a U.S. broker-dealer, or otherwise required to satisfy the regulatory licensing
requirements of FINRA and may not be subject to the Rule 2241 restrictions on communications with a subject company, public appearances and trading
securities held by a research analyst account.

Any U.S. person who is recipient of this report that wishes further information regarding, or to effect any transaction in, any of the securities discussed in this
report, must contact, and deal directly through a U.S. registered representative affiliated with a broker-dealer registered with the SEC and a member of FINRA. In
the U.S., JM Financial Institutional Securities has an affiliate, JM Financial Securities, Inc. located at 1325 Avenue of the Americas, 28th Floor, Office No. 2821,
New York, New York 10019. Telephone +1 (332) 900 4958 which is registered with the SEC and is a member of FINRA and SIPC.

Additional disclosure only for U.K. persons: Neither JM Financial Institutional Securities nor any of its affiliates is authorised in the United Kingdom (U.K.) by the
Financial Conduct Authority. As a result, this report is for distribution only to persons who (i) have professional experience in matters relating to investments
falling within Article 19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005 (as amended, the "Financial Promotion Order"), (ii)
are persons falling within Article 49(2)(a) to (d) ("high net worth companies, unincorporated associations etc.") of the Financial Promotion Order, (iii) are outside
the United Kingdom, or (iv) are persons to whom an invitation or inducement to engage in investment activity (within the meaning of section 21 of the Financial
Services and Markets Act 2000) in connection with the matters to which this report relates may otherwise lawfully be communicated or caused to be
communicated (all such persons together being referred to as "relevant persons"). This report is directed only at relevant persons and must not be acted on or
relied on by persons who are not relevant persons. Any investment or investment activity to which this report relates is available only to relevant persons and will
be engaged in only with relevant persons.

Additional disclosure only for Canadian persons: This report is not, and under no circumstances is to be construed as, an advertisement or a public offering of the
securities described herein in Canada or any province or territory thereof. Under no circumstances is this report to be construed as an offer to sell securities or as
a solicitation of an offer to buy securities in any jurisdiction of Canada. Any offer or sale of the securities described herein in Canada will be made only under an
exemption from the requirements to file a prospectus with the relevant Canadian securities regulators and only by a dealer properly registered under applicable
securities laws or, alternatively, pursuant to an exemption from the registration requirement in the relevant province or territory of Canada in which such offer or
sale is made. This report is not, and under no circumstances is it to be construed as, a prospectus or an offering memorandum. No securities commission or
similar regulatory authority in Canada has reviewed or in any way passed upon these materials, the information contained herein or the merits of the securities
described herein and any representation to the contrary is an offence. If you are located in Canada, this report has been made available to you based on your
representation that you are an “accredited investor” as such term is defined in National Instrument 45-106 Prospectus Exemptions and a “permitted client” as
such term is defined in National Instrument 31-103 Registration Requirements, Exemptions and Ongoing Registrant Obligations. Under no circumstances is the
information contained herein to be construed as investment advice in any province or territory of Canada nor should it be construed as being tailored to the
needs of the recipient. Canadian recipients are advised that JM Financial Securities, Inc., JM Financial Institutional Securities Limited, their affiliates and authorized
agents are not responsible for, nor do they accept, any liability whatsoever for any direct or consequential loss arising from any use of this research report or the
information contained herein.

JM Financial Institutional Securities Limited Page 8



