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MANAGEMENT DISCUSSION AND ANALYSIS 

The Company has two divisions viz the Chemicals Division and the Environment and Biotech Division. The total sales turnover of 
the Company for the year 2019 – 20 was ` 702 crores as against ` 825 crores for the year 2018-19. 

The turnover of the Chemicals Division for the year 2019 – 20 was ` 685 crores and that of the Environment and Biotech Division 
was ` 17 crores. 

CHEMICALS BUSINESS

The Chemicals Business is engaged in the manufacture of specialty chemicals, intermediates and actives catering to various 
end user segments like Agrochemicals, Water Treatment, Soaps and Detergents, Lube Oil Additives, Mining Chemicals, Polymer 
additives and Pharmaceuticals. 

Industry Structure

• The Company is a leading manufacturer of specialty and performance chemicals. 

•  Specialty and performance chemicals are knowledge chemicals which require specialized skills and knowledge for 
manufacture in terms of chemistry and engineering capabilities, material handling and effluent treatment. 

•  Specialty chemicals are required in a number of end use applications ranging from the Life Sciences (Agrochemical and 
Pharmaceuticals) to Fast Moving Consumer Goods (FMCG). Production of specialty chemicals requires good knowledge of 
the requirements of the end user applications to whose needs they are meant to cater. 

•  All specialty chemicals are subject to varying degrees of regulatory requirements and the demand for these chemicals can 
be impacted by changes in regulations.

•  The Size of the Indian specialty chemicals industry is estimated at US $ 63 billion. Agrochemicals and Pharmaceuticals (API 
& Intermediates) account for US $ 5.7 billion and US $ 12.8 billion respectively (Source – Report of Credit Suisse on the 
Agrochemicals segment & CII-KPMG report on Pharmaceuticals). 

•  Given the specialized knowledge component involved, there are limited number of producers in India for the range of 
products manufactured by the Company. However, there is a stiff competition from China given the huge capacities of 
Chinese producers and their access to locally available feedstock. 

•  Most of the basic raw materials (feedstock) required for the products manufactured by the Company are imported because 
the domestic availability is either non – existent / limited.

Outlook

•  Several Chinese companies had stopped production over the past couple of years following the strict environmental and 
pollution control policies followed by the Chinese Government. In 2018 – 19 the capacities for some of these products came 
back after the units restarted operations. In order to be able to restart, the companies upgraded their ETP facilities or shifted 
the production operations to interior regions like Inner Mongolia.

•  The increased supply from China coupled with low demand for downstream products (particularly agrochemicals like 
Chlorpyriphos) led to an oversupply situation in 2018 – 19. The Company combated this to maintain its market share. 
However, there was a significant price erosion.

•  There will be an overall negative impact in Q 1 on the production and sales of the Company across all the product lines due 
to the Covid 19 situation. However, we expect production activities to restore to normal from Q 2 onwards. 

•  Going forward, during this financial year, we see a good demand for the Organophosphorous (OP) intermediates manufactured 
by the Company. The reason is that the good rabi harvest has helped in depleting the channel inventories. The IMD has 
forecast a normal monsoon in 2020 which augurs well for the demand of downstream agrochemicals in the Kharif season.
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•  The Phosphonate range of products find application in segments like water treatment, soaps and detergents, industrial and 
institutional cleaners (I & I) etc. The emphasis on sanitisation and cleaning in the wake of Covid 19 has meant a good demand 
for these products. The demand from the US market has been good and we expect this to continue for the balance of the year.

•  The Company has been able to establish itself as a serious player in the pharmaceutical intermediates and API segment. 
The Company is backward integrated into these APIs and expects to consolidate its position and grow in these products. The 
Company is also working of developing new APIs and intermediates.

Opportunities

•  In light of the supply disruptions from China in recent years, there is a conscious strategic drive on the part of customers 
to mitigate the risk of sourcing from China. The Company as an established player in the manufacture of specialty and 
performance chemicals sees itself as well poised to take advantage of this opportunity through appropriate expansion and 
new product launch activities. 

Threats / Risks

•  The product ranges in which the Company is present are subject to regulatory scrutiny. There is a constant threat of activism by Non-
Governmental Organisations (NGOs) and at times, emotions can prevail over solid scientific reasoning. The Company keeps track of 
the regulatory developments and works with industry associations and peers for data based and scientific defence of these products. 
Simultaneously the Company is working of development of new products / businesses as a risk mitigation measure.

•  Even though the prices of Chinese products have been correcting over the past few years, given the huge capacities, there 
is always a threat of aggressive pricing / dumping from China. The Company is engaging in continual improvement efforts 
to improve the yields and process efficiencies so as to improve its competitive position. If required, the Company will also 
initiate trade defence measures.

ENVIRONMENT AND BIOTECH BUSINESS

Industry Structure & Development

The Municipal Solid Waste Management activity in India, which was hitherto fragmented and unorganized, is finally taking shape 
of an organized industry on the back of streamlined legislation, legitimate players, as also availability of equity investments in the 
sector for credible and long term players setting up assets or offering services for the long term. 

The Solid Waste Management Rules 2016, Plastic Waste Management Rules 2016, Hazardous Waste Management Rules 2016, 
CPCB Guidelines for Disposal of Legacy Waste 2019, Uniform Framework for Extended Producers Responsibility (under Plastic Waste 
Management Rules 2016) and Swachh Bharat Mission – Urban Advisory on Landfill Reclamation are cases in point for the above. 

In the wake of the COVID-19 Pandemic, the need for scientific collection, treatment and disposal of waste will be highlighted more 
than ever before. Your company will look to seize these opportunities through its offerings in centralized and de-centralized waste 
management, legacy waste management and bio-remediation of landfill sites as also collaboration with Indian and International 
partners to unlock opportunities in India. 

While the onset of COVID-19 Pandemic in India saw challenges such as curtailed operations keeping employees’ safety in mind and 
challenges around manpower availability, your company has managed to keep its waste management plants and services operational. 

Opportunities and Threats

COVID-19 has suddenly changed the dynamics of all businesses in India. The duration of the lockdown in various Indian cities 
and its direct and indirect impact on business will continue to be the largest threat to the business in the year 2020-21. This will 
include restrictions in man and material movement besides slowdown faced by most of our real-estate clients in the de-centralized 
waste management business. 

Having said the above, there will be opportunities from Urban Local Bodies for Municipal Waste Management as also opportunities 
in Extended Producers’ Responsibility services for which the company is putting the systems and processes in place. 
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Your Company has ventured into a new business stream of Bio Mining of Legacy Waste as there is an emerging demand for the 
same in the short and medium term across India. 

Segment Performance & Outlook

Your company bagged two key projects in the FY 2019-20

1.  Operations and Maintenance contract of 600 TPD Municipal Solid Waste Plant at Varanasi for a period of two years starting 
January 2020

2. Bio Mining of 900 TPD Legacy Waste at Ahmedabad starting January 2020 

The ENBT business recorded a turnover of INR 17.78 Crores in the financial year 2019-20. The major contribution to the turnover 
is mainly due to the two key project mentioned above. 

The FY 2020-21 will be a challenging year. The demand for Organic Waste Converter systems will be low. The Company will focus 
on additional sources of revenue to make existing projects profitable, namely through sale of Segregated Combustible Fuel (SCF) 
and Refuse Derived Fuel (RDF) There will be opportunities in centralized waste management projects for MSW Management as 
also Legacy Waste Treatment. There will also be opportunities in Extended Producers’ Responsibility services on the back of the 
new legislation for the same. 

INTERNAL CONTROL SYSTEMS AND THEIR ADEQUACY

Your Company has put in place adequate internal financial controls with reference to the financial statements, some of which are 
outlined below:

Your Company has adopted accounting policies which are in line with the Accounting Standards prescribed in the Companies 
(Accounting Standards) Rules, 2006 that continue to apply under Section 133 and other applicable provisions of the  
Companies Act, 2013 read with Rule 7 of the companies (Accounts) Rules, 2014. These are in accordance with generally accepted 
accounting principles in India. Changes in policies, if any, are approved by the Audit Committee in consultation with the Auditors.

The policies to ensure uniform accounting treatment are prescribed to the subsidiaries of your Company. The accounts of the 
subsidiary companies are audited and certified by their respective Auditors for consolidation.

The Company has proper and adequate system of internal audit and control which ensures that all the assets are safeguarded 
against loss from unauthorized use and that all transactions are authorized recorded and reported correctly. 

The Company continuously improves upon the existing practices for each of its major functional areas with a view to strengthen 
the internal control systems.

The Company has assigned internal audit function to a firm of Chartered Accountants. Regular internal audit and checks are carried 
out to ensure that the responsibilities are discharged effectively. All major findings and suggestions arising out of internal audit 
are reported and reviewed by the Audit Committee. The management ensures implementation of these suggestions and reviews 
them periodically.

FINANCIAL PERFORMANCE AND ANALYSIS

During the year under review, the net sales from operations decreased from ` 82,496.02 lakhs to ` 70,248.44 lakhs, registering 
a decrease of 14.85%. The exports decreased from ` 23,260.22 lakhs to ` 16,875.82 lakhs registering a decrease of 27.45%. 
Further, the Company made a profit before tax from its operation ̀  11,220.52 lakhs compared to ̀  23,276.45 lakhs in the previous 
year. Net profit after tax for the year was ` 9,347.34 lakhs as compared to ` 15,206.47 lakhs in the previous year registering a 
decrease of 38.53%.

The reserves excluding revaluation reserves as on 31.03.2020 are ` 59,486.39 lakhs. 

During the year, CRISIL Limited has reviewed and confirmed the Credit Rating of the Company as “A+/Stable” for Long Term bank 
loan facilities and “A1” for Short Term bank loan facilities.
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KEY FINANCIAL RATIOS

In accordance with the amended SEBI (Listing Obligation and Disclosure Requirements) Regulations, 2015, the Company is 
required to give details of significant changes (i.e. change of 25% or more as compared to the immediately previous financial year) 
in key financial ratios, along with detailed explanations thereof:

The Company has identified following ratios as key financial ratios:

Particular FY 2019-20 FY 2018-19 % Change

Debtors Turnover Ratio 4.63 6.05 -23.47%

Inventory Turnover Ratio *1 9.77 13.91 -29.75%

Interest Coverage Ratio *2 78.04 120.17 -35.05%

Current Ratio*3 1.81 2.69 -32.76%

Debt Equity Ratio*4 0.04 0.01 236.30%

Operating Profit Margin (%)*5 18.43% 30.17% -38.92%

Net Profit Margin (%)*5 13.15% 18.34% -28.25%

Return on Net Worth RONW (%)*6 15.55% 25.75% -39.62%

1.  Change in inventory turnover ratio is due to increase in the inventory due to lock down and reduction in turnover by 14.85% 
during the year.

2. Change in interest coverage ratio is due to effective utilisation of borrowings and reduction in EBIT by 51.21% during the year.

3. Change in current ratio is due to reduction in current investments during the year.

4. Change in debt equity ratio is due to increase in utilisation of bank credit facilities by the Company during the year.

5. Change in profit margin ratio is due to reduction in turnover over and consequently reduction in the profits of the Company.

6. Change in RONW is mainly due to reduction in profitability.

HUMAN RESOURCE DEVELOPMENT/ INDUSTRIAL RELATIONS

The commitment to cultivate a strong leadership bench, there has been a focus on the development of skills of the team. With this 
as key focal point, various employee development programs were conducted regularly throughout the year. These developmental 
programs are also driving performance now and in years to come. 

The performance management system has started delivering value to the organisation by giving an idea about gaps thereby 
suggesting a learning and development plan, which becomes the enabler for a customised and company specific development 
program. The focus of recruitment strategy is also driven by the areas of the deficits in the existing teams. 

The Company has culture where the focus is on employee well-being and general health. As part of the wellbeing program, a three 
month nutritional program was done for a focussed group of thirty executives, which yielded encouraging results. This involved in 
depth individual consultation focussed diet plans and a series of lectures were conducted by a practicing doctor and nutritionist.

With the Pandemic situation across world over, the Company has been focused at employee safety and well-being. Apart from tie 
ups with hospitals, the Company has conducted camps to help early detection of COVID-19 disease. Telemedicine facilities and 
distribution of preventive medicine for employees and their families have been done across sites. All employees of the Company 
are covered under an insurance cover against the COVID disease. 

Your Company has generally enjoyed cordial relations with its employees. A three year bonus agreement has been signed which is 
applicable to all employees. Worker and staff employees are paid in accordance with the wage agreement established with trade unions. 

Employee strength of the Company as on 31st March, 2020 was 997.
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CAUTIONARY STATEMENT

Statements in this report on Management Discussion and Analysis relating to the Company’s objectives, projections, estimates, 
expectations or prediction may be forward looking within the meaning of applicable securities laws and regulations. These 
statements are based on certain assumptions and expectations of future events. Actual results might differ materially from those 
expressed or implied depending upon factors such as climatic conditions, global and domestic demand-supply conditions, raw 
materials cost, availability and prices of finished goods, foreign exchange market movements, changes in Government regulations, 
tax structure, economic and political developments within India and the countries where the Company conducts its business and 
other factors such as litigation and industrial relations. The Company assumes no responsibility in respect of forward looking 
statements herein which may undergo changes in future on the basis of subsequent developments, information or events.




