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The following discussion is based on the Audited Standalone
and Consolidated financial statements of Chembond Chemicals
Limited and its following subsidiaries and step-down subsidiary
(together referred to as “the Group”):

i.  Chembond Water Technologies Limited

ii. Chembond Material Technologies Private Limited

iii. Chembond Biosciences Limited

iv. Chembond Clean Water Technologies Limited

v. Chembond Polymers and Materials Limited

vi. Chembond Calvatis Industrial Hygiene Systems Limited
vii. Chembond Chemicals (Malaysia) Sdn. Bhd.

viii. Phiroze Sethna Private Limited

ix. Chembond Distribution Limited, and

X. Gramos Chemicals India Private Limited

Subsidiary)

(Step-down

Comparative numbers and ratio analysis tables below have been
arrived at by adjusting for excise duty from the sales of Q1 2018-19.
Most businesses of the Company improved their performance over
the prioryear. Thedipinsalesis due to the planned discontinuation
of toll manufacturing.

Standalone

The highlights of standalone performance are as follows:

(in Lakhs)
Particulars 2018-19 2017-18
Net Sales 14,967 22,938
Product Margin 3,804 4,648
Gross Margin 2,734 3,230
Selling & Administration Costs 2,938 2,809
Employee Costs 1,957 1,866
EBITDA 1,023 1,748
PBT 633 1,359
Ratio Analysis
Particulars 2018-19 2017-18
Product Margin, % of Sales 25.42 20.26
Gross Margin, % of Sales 18.27 14.08
Selling & Admin Costs, % of Sales 19.63 12.25
Employee Costs, % of Sales 13.08 8.13
% of EBITDA to Sales 6.84 7.62
Earnings per Share (Basic & Diluted) 4.71 10.11
Debt/Equity 0.00 0.02

44" erorr 2018-19

This discussion, therefore, covers the financial results and other
developments from April 2018 to March 2019, in respect of the
Group. The financial year 2018-19 has been referred to as “the
year” and the financial year 2017-18 has been referred to as “the
previous year.” Some statements in this discussion describing the
projections, estimates, expectations or outlook may be forward
looking. Actual results may, however, differ materially from those
stated owing to various factors such as changes in government
regulations, tax regimes, economic developments, exchange
rates and interest rates fluctuations, impact of competition,
demand and supply constraints etc.

During the year under review, your Company has achieved
Revenue from operations of 315,629 lakhs on standalone basis
and 330,131 lakhs on consolidated basis. The comparative
figures are tabulated below.

Consolidated

The highlights of the consolidated performance are as follows:

(X in Lakhs)
Particulars 2018-19 2017-18
Net Sales 27,509 31,236
Product Margin 10,749 10,342
Gross Margin 8,599 8,315
Selling & Administration Costs 8,671 7,572
Employee Costs 5,109 4,300
EBITDA 2,943 3,319
PBT 1,984 2,357
Ratio Analysis
Particulars 2018-19 2017-18
Product Margin, % of Sales 39.07 33.11
Gross Margin, % of Sales 31.26 26.62
Selling & Admin Costs, % of Sales 31.52 24.24
Employee Costs, % of Sales 18.57 13.77
% of EBITDA to Sales 10.70 10.63
Earnings per Share (Basic & Diluted) 12.88 16.34
Debt/Equity 0.03 0.04

Global economic activity which began with a strong foothold,
slowed in the second half of 2018 owing to escalation in tariffs by
US and China, stalled Brexit negotiations and slowdown across
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developed nations. Global growth is projected to slow from 3.6%
in 2018 to 3.3% in 2019. Growth has weakened, trade tensions
remain elevated amongst nations and several developing
economies have experienced financial stress.

Emerging and Developing markets of Asia maintained their
robust performance, growingat6.5%in 2018-19. India’s economy
expanded at 7.1% in 2018 vis-a-vis 6.7% in 2017, whereas China’s
growth deteriorated from 6.9% in 2017 to 6.6% in 2018 (Source:
IMF).

The World Bank predicted that India’s GDP will grow at 7.3%
during 2018-19 and by 7.5% for the next two years as drags from
demonetization and introduction of Goods and Services Tax
diminish (source: IMF WEO).

India continues to be one of the fastest growing major economies
in the world and is expected to be among the world’s top three
economic powers in the next 10-15 years.

Today, India is the world’s seventh largest economy in real terms,
backed by strong demand, positive consumption pattern and
rising disposable income.

The chemical industry is the backbone of India’s industrial and
agricultural development. This highly knowledge and capital-
intensive industry is the mainstay of industrial and agricultural
development, and provides building blocks for downstream
industries such as textiles, papers, paints, soaps, detergents,
and pharmaceuticals, among others. The chemical industry in
India is highly diversified, covering more than 80,000 commercial
products. It is broadly classified into basic chemicals, specialty
chemicals and agrochemicals.

Your Company deals in Specialty Chemicals.

Your Company has a well set up infrastructure in respect to
manufacturing capacities, human resources, technical expertise,
etc. which are a key factor for future growth of its business. The
Company can bank on its in-house R&D for development of new
products, backward integration, quality improvement and cost
reduction.

1. The advantage of being a professionally managed local
company allows the Company to tailor solutions and
products to Indian conditions.

2. In house technical expertise to develop solutions for
customers.

3. Alarge domestic market fuelled by rising incomes in urban
and rural areas.

4.  Expansion in the manufacturing capacities by customers to
cater to growing demand.

1. Global companiesinvesting in India increases competition.

2.  Chemical companies are affected by environmental
regulations and public perception of the industry. However,
awareness about the regulations and means for proper
measure to safeguard the environment will add to value
creation and growth.

3. It becomes difficult to position the chemical industry as a
sustainable and secure workplace due to the barrier created
in the mindset of people about its ill effects.

4, Threats from low cost manufacturers and introduction of
automated processes.

5. Cost of compliance makes operations uneconomical and
inviable.

The growth of the specialty chemical industry is driven by R&D
activities and a need for constant innovation in the product
spectrum. On the other hand, strong R&D set-up ensures quality
management and cost reductions. Since your Company has its
own R&D Centre, the above concerns are well addressed.

The Company is exposed to health, safety, security and
environmental risks, given the diversity and complexity of the
industry in which the Company operates. The Managements
commitment towards employee health, safety and security
extends beyond accidents and occupational health hazards
to social well-being of employees. The Company conducts
environment, health and safety audits periodically to get
assurance on Company’s framework protocol on Environment,
Health and Safety and regulatory compliances. The Company
has also prepared and adopted an Environment, Health and
Safety Policy entailing the commitment of the Company towards
high standards of environment, health, and safety. The evolution
of the regulatory environment across the globe has resulted into
increased regulatory scrutiny that raises minimum standards
required by the Company necessitating increased investment
in compliance. However, the Company considers the regulatory
requirements as a source of competitive advantage and therefore
strives to abide by the changing regulatory standards to
consolidate its position in business and integrate these aspects
in its business strategy.

Macro-economic conditions like the policy decisions of the
government, currency fluctuations and volatility in commodity



prices like crude oil can affect the business of the Company.
However, since Company’s revenue generating sources are
diversified into various sectors backed up by the strong domestic
demand such risks are mitigated to some extent.

Water Treatment

Your Company offers industrial water treatment and reclamation
solutions through its subsidiaries Chembond Water
Technologies Ltd. and Chembond Clean Water Technologies
Ltd. Our chemical and/or equipment solutions are coupled with
advanced monitoring techniques and proactive technical support
to better serve our customers. Our capabilities include - treating
source water and making it suitable for use in industry; treating
recirculating cooling water and enhancing its productivity while
preventing it from deteriorating plant performance; maintaining
steam generation equipment efficiency with our boiler feed
water treatment solutions; and enabling wastewater re-use.
Our NSF approved reverse osmosis membrane treatment and
evaporator treatment products allow enhanced water recovery
and zero liquid discharge operations.

The water business grew well during the year and in spite of the
fiercely competitive field, the company could hold its own and
improve margins over the previous year.

Construction Chemicals

The Indian infrastructure sector continues to be in the growth
phase propelled by government spending. Your company’s
cautious expansion strategy has been yielding desired results.
Topline has grown and cash flow has improved. During the year,
we introduced new products for concrete curing to cater to the
changing market requirements. Product demonstrations and
successful trials have led to new customer acquisitions. The goal
for the next financial year is to continue the growth momentum
in this segment while enhancing the margins. We continue to
maintain tight credit controls and remain selective about our
customers.

Biotech

The Animal Health & Nutrition business passed through a
turbulent year with the poultry industry recording poor growth
dueto higher feed prices and other regionalissues. Sales to some
corporate customers were also lower due to a change in strategy.
Despite the above, sales and gross margins were higher. We have
continued to invest in product management, new territories,
and new segments, like dairy and aqua, which will benefit the
Company in the long term. Developmental activities in the
areas of enzymes and probiotics for varied applications are also
continuing. In order to provide a thrust to this business and in
recognition of the growth potential in this segment, this business
will be conducted under a 100% percent subsidiary, Chembond
Biosciences Ltd.
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Material Technologies

Your Company’s Material Technologies division and its
subsidiaries manufacture a wide range of products that
cater to similar customers and use the synergies of your
Company’s relationships with major customers and our senior
management. The Metal Treatment Chemicals business
had a successful launch this year with acceptance among a
wide range of engineering, steel, appliance, and automotive
vendors. The Industrial and High Performance Coatings
business recorded strong growth in this year with successes in
waterborne coatings, coatings for the transportation sector and
floor coatings. Engineering Adhesives is one of the areas your
Company looks to for future industry leadership and is finding
increased acceptance among major corporate customers and
users of pre-applied adhesives. The Defense and Maintenance
Repair & Overhaul (MRO) business recorded increased
penetration and growth however on a small base. The above
mentioned businesses will operate under the subsidiary,
Chembond Material Technologies Pvt. Ltd. (earlier known
as Protochem Industries Private Ltd.). The Automotive
Sealants business, which operates under a subsidiary, Phiroze
Sethna Pvt. Ltd., was affected by the sharp slowdown in the
automotive industry. The outlook remains poor for at least the
first half of the current year and efforts continue, with some
successes, to increase market share. The same is the case with
the Paint Booth Solutions business, which operates under the
subsidiary, Gramos Chemicals India Pvt. Ltd.

Industrial Hygiene

Chembond Calvatis Industrial Hygiene Systems Ltd. is a Joint
Venture between Chembond (55%) and Calvatis GmbH, Germany
(45%). The Company offers industrial hygiene and cleaning
products and solutions primarily to the dairy, food processing
and beverage and brewing industries.

The Company has established Bottle Cleaning application in
Brewery Industry and garnered a substantial business from a
major brewing company in the past one year. There has been
steady growth in the segment of food processing, poultry & dairy.
The team has been reinforced with new recruits in the year to
manage the growing sales & customer base. Developing new
applications in all the segments is an on going process and shall
remain the focus of the Company in the coming year.

Polymers

Our vision at Chembond Polymers and Materials Ltd. is to
deliver safe and innovative solutions that meet today’s growing
demands for engineering polymers. To be a premier provider of
polymersinthelIndian market place, offeringinnovative solutions
to meet the challenges of today and tomorrow. We combine
high quality products with research to deliver solutions with a
lower environmental impact. Researchers at your Company have
developed a process for making thermoplastics for injection
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and extrusion molding that are based, in part, on renewable
resources. While the scale up of the polyamide pilot process is
facing delays due to approvals, your Company has developed
several customers using our compounding facility and sales of
our patented adhesion promoter are significantly higher.

DSIR certification was renewed this year for R&D facilities /
activities at Mahape, Mumbai and Dudhwada, Gujarat Our know-
how and expertise allow a high level of reactivity which results in
highly qualified Technical Service, close to customer and market
and prepared to offer support and tailor made solutions that
are adapted to a large number of demanding applications and
increasing performances targets.

The Company operates multi-product manufacturing plants
at Tarapur, Baddi, Dudhwada, Ranipet, Mahape, Rabale and
Thane to serve customers across the country. Enhancements
are made regularly at all plants to incorporate state of the art
technologies for improving upon quality and on-time delivery
standards. The plants which came into the Chembond fold as
a result of recent acquisitions are being debottlenecked and
upgraded rapidly to meet our internal productivity and health,
safety and environment norms. The teams at all plants are well
versed with chemical manufacturing and the use of global best
manufacturing practices.

Our focus remains undeterred when it comes to providing a
safe and healthy workplace to our employees, caring for the
environment by adhering to and exceeding statutory norms, and
to our diverse customers to whom we aim to be a “supplier of
choice”. All manufacturing plants and functions have targets for
improving upon existing safety, quality and customer service
metrics.

A dedicated safety team conducts risk assessments of all sites
to identify occupational hazards and define control measures to
reduce the risk to acceptable levels as per the OHSAS 18001:2007
standard. The Company continues to maintain its upgraded
Quality Management Systems certification as per revised
standards to 1SO 9001:2015, IATF 16949:2016. We have also
upgraded our Environment Management System to meet revised
standards of 1ISO 14001:2015.

Going forward, we desire to take our safety, health and
environmental performance to the next level by preparing to
meet “Responsible Care” benchmarks.

Human Resources

The manpower strength of your Company ason 31%March,2019is
233 employees, with the average age of the workforce around 35

years.In 2018-19 employee relations in your Company continued
to be harmonious in all plants and establishments. The focus has
been on to create values in the employees which drive them with
Vision of the company proactively by creating ownership attitude
towards the company objectives. Your Company has tied up
with renowned educational institutes/colleges for fresh campus
recruitment at regional levels to offer opportunities to the best
talent available in the job market regionally.

The individual & departmental performance parameters are
linked to Company’s objective & departmental annual goals for
2019-20 mutually through well defined Key Result Areas and Key
Performance Indicators.

Learning & Development initiatives have been focused with
practical approach & workshops to enhance key competencies
of workforce at all the levels including regional site, plant level
employees which is helping them to explore their potential at
work place and demonstrate skills and leadership.

Organisational Culture building is driven through various
employee engagement programmes such as Diwali functions,
sports, events, wishing employees on the wedding days &
birthdays and blood donation camps etc.

Internal Control Systems and their Adequacy

Chembond has a sound Internal Control System, which ensures
reliability, effectiveness and efficiency of the work done. Also,
as mandated by the Companies Act, 2013, the Company has
implemented the Internal Financial Control (IFC) framework to
ensure proper Internal Controls over financial reporting. The
internal control system is further supplemented by Internal Audit
carried out by an independent firm of Chartered Accountants
and periodic review by Management. The Internal Audit process
is designed to review the adequacy of internal control checks in
the system and covers all the significant areas of the Company’s
operations.

The Audit Committee reviews the adequacy and effectiveness of
the internal control systems and tracks the implementation of
corrective actions. Significant audit observations and corrective
actions taken by the Management are presented to the Audit
Committee.

Corporate Social Responsibility (CSR)

Corporate Social Responsibility at Chembond Group aims to
take a balanced approach to address social, economic and
environmental issues through diverse programs, recognizes that
its business activities have wide impact on the societies in which
itoperates. The Company endeavours to make CSR a key business
process for sustainable development and it is committed to play
active role in improving the lives of people.

Chembond Children’s Centre was formed over fifteen years
ago with meaningful education of economically underserved
sections, especially girls, as one of the core functional areas for



CSR activities. The Chembond Children’s Centre runs non-formal
educational centres at Pasthal and Shirgaon near Tarapur. The
objective of the Centre is to augment school curriculum by
providing individual attention to students and improving the
self-esteem of girls via skills like the martial arts, dance, painting,
chess, gymnastics, and sewing. In addition to the above, the
Centre conducts camps and workshops in the areas of health
care, life skills, and assists students in obtaining scholarships.
Details pertaining to CSR Committee, Policy etc. are given in the
Director’s Report.

Outlook

Over the past 4 or 5 years your Company has undergone several
major changes. The divestment of its share in one joint venture,
buyout of a partner in another joint venture, introduction of
engineering polymers, adhesives, and some acquisitions. The
Company has been ambitious in making these decisions. With
the national initiatives - to double GDP in five years, Make in
India, and with the significant investments in infrastructure,
there will be ample opportunities for the businesses of your
Company. To support this, the Company is also endowed with
excellent talent, good manufacturing practices and facilities,
and sound financials. The strategy and backbone is in place, the
focus will be on execution!
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Forward Looking Statements

This report contains statements, which may constitute ‘forward
looking statements’ within the meaning of the applicable
securities laws and regulations. Forward looking statements
are based on certain assumptions and expectations of the
future events. Actual results could differ materially from those
expressed or implied. Important factors that could impact the
Company’s performance include, among others, economic
conditions affecting the demand / supply and price conditions
in the markets in which the Company operates, changes in the
Government policies, regulations, tax laws, other statutes and
incidental factors. The Company undertakes no obligations
to update or revise forward-looking statements based on any
subsequent developments, information or events.

On behalf of the Board

Sameer V. Shah Nirmal V. Shah
Chairman and Managing Vice Chairman and
Director Managing Director
Mumbai

18" May, 2019
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