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Source: CRORES. All figures ₹ Crores. Pipeline: v5-Gemini — W1a → W3 → W1b+W2+W2F (parallel, notes-

injected) → Merge.

Investor Snapshot

# Analytical Point Sentiment

1
Manali Petrochemicals maintains a dominant domestic niche as the sole Indian producer of

Propylene Glycol, capturing 90% of the import-substitute market share.
🟢 Positive

2
Revenue contracted 12.3% YoY to ₹1,032 Cr, driven by aggressive global dumping from MNCs which

eroded domestic pricing power and volume growth.
🔴 Negative

3
Operating margins collapsed to 5.00% from a 32% peak in FY22, reflecting a severe inability to pass

through volatile feedstock costs in a commodity-downcycle.
🔴 Negative

4
Bottom-line performance deteriorated sharply with PAT falling 53% to ₹19 Cr, further pressured by a

disproportionately high effective tax rate of 42%.
🔴 Negative

5
The balance sheet remains a fortress with ₹422 Cr in cash and equivalents and a conservative Debt/

Equity ratio of 0.10x, providing a significant liquidity buffer.
🟢 Positive

6
Cash flow generation remains superior to accounting profits, with CFO of ₹75 Cr representing a 3.95x

coverage of PAT, aided by efficient receivable collections.
🟢 Positive

7
Capital expenditure of ₹143 Cr is earmarked for a strategic pivot toward specialty chemicals, including a new

Polyester Polyol plant to de-risk from PO feedstock volatility.
🟡 Neutral

8
Earnings quality is hampered by slowing inventory turnover (9.71 to 7.55) and contingent liabilities of

₹80 Cr, which represent over 4x the current annual PAT.
🔴 Negative

9
Governance concerns have intensified as KMP remuneration rose 42% against a 62% decline in PAT,

alongside a 25% revenue dependency on Related Party Transactions.
🔴 Negative

10
A critical structural risk persists with the Plant-2 land lease remaining expired since 2017, creating a

potential 30-40% capacity risk if renewal is denied.
🔴 Negative

11
The near-term outlook is contingent on the successful ramp-up of specialty products and the stabilization of

OPM above 10% to justify a valuation re-rating.
🟡 Neutral

12
Investment Stance: WATCH; while the cash floor protects the downside, investors should monitor inventory

turns and the formal resolution of the Plant-2 lease.
🟡 Neutral

1. BUSINESS OVERVIEW (In Bullet Points)

Business Segments & Revenue Drivers: Manali Petrochemicals Ltd (MPL) is a leader in the production of

Propylene Glycol (PG) and Polyether Polyols. Revenue is heavily weighted toward Polyether Polyols (used in

Automotive, Appliances, and Furniture) and PG (Pharma and Food).

The Import Dumping Crisis: MPL is currently a price-taker in a market where 90% of supply is controlled by

imports. Management notes that Anti-Dumping Duties (ADD) have been ineffective as MNCs source from

non-duty regions or absorb costs to maintain market share.
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Cost Structure & Feedstock Risk: The business is dangerously tethered to Propylene Oxide (PO) pricing.

The collapse in OPM (from 32% in FY22 to 7% in FY24) highlights a lack of pricing power; raw material

volatility cannot be passed through to customers.

Industry Position: MPL holds "sole domestic producer" status for PG in India, but this moat is currently

insufficient against global macro headwinds and cheaper industrial-grade imports being substituted in non-

regulated applications.

Expansion Plans & Capacity Additions: The company is committed to a ₹143.52 Cr expansion, primarily

for a "New plant for one of the products" (₹125.86 Cr).

Strategic Acquisitions & Integration: Following the acquisition of Penn Globe (UK), MPL is now producing

Notedome’s specialty PU in Chennai for the South-East Asian market, signaling the first tangible synergy

from UK tech.

Strategic Decoupling: A critical shift is the ₹22 Cr investment in a Polyester Polyol plant (commissioned Jan

2024), designed to create a product line that does not require PO as feedstock, de-risking the margin profile.

Geographical Presence: While 77% of revenue is domestic (India), European/UK revenue grew to 22.5% of

the mix following the full-year consolidation of UK assets.

2. MANAGEMENT COMMENTARY & OUTLOOK

The management tone has shifted from "cyclical optimism" to "structural defense," adopting the IMF’s

narrative of a "Global Economy in a sticky spot."

Leadership transition: The elevation of R. Chandrasekar to MD and G. R. Sridhar to WTD (Operations)

signals a focus on financial discipline and operational tightening over radical external shake-ups.

Management is notably silent on when specific margins will mean-revert, focusing guidance on survival and

diversification rather than aggressive volume growth.

R&D is being utilized as a defensive shield, focusing on PIR (Fire-resistant) products and eco-friendly blowing

agents to retain high-end "System House" customers.

The company is attempting a "Technology Bridge" by manufacturing UK-acquired specialty products in India

for the South-East Asian market.

Management is seeking approval for Related Party Transactions (RPTs) with TPL up to ₹425 Cr (approx. 40%

of revenue), justifying it through a "three-decade relationship" despite the circularity risk.

The 7-year delay in renewing the Plant-2 lease is framed as "pending renewal" with the government, with

management expressing confidence despite the lack of a formal lease since 2017.

Environmental litigation is viewed as a "license to operate" cost; the move to RLNG and agreements with

IOCL are mandatory compliance measures.

High safety stocks are being maintained to counter "geopolitical uncertainties," despite the risk of inventory

write-downs if import prices continue to slide.

Management Tone Verdict: The tone is Cautiously Defensive & Externally Blaming. Management is

transparent about "import dumping" and "geopolitical" hurdles but lacks accountability regarding the slow

pace of the specialty pivot and the unresolved 7-year land lease issue. They position the company as a

"victim of macro" while highlighting small-scale R&D wins.

3. FINANCIAL ANALYSIS

3.1 Financial Statements

Source: Screener.in — all monetary values in ₹ Crores. Use these numbers directly.
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P&L Statement (₹ Crores)

Line Item Mar 2024 Mar 2023

Sales - 1,032.00 1,177.00

Sales Growth % -12.30 -29.60

Expenses - 985.00 1,103.00

Material Cost % - 69.00 71.00

Raw material cost 723.00 871.00

Change in inventory -8.00 -32.00

Manufacturing Cost % 13.00 12.00

Employee Cost % 8.00 5.00

Other Cost % 6.00 5.00

Operating Profit 47.00 74.00

OPM % 5.00 6.00

Other Income - 21.00 28.00

Exceptional items -7.79 -0.01

Other income normal 29.16 28.06

Interest 10.00 9.00

Depreciation 25.00 23.00

Profit before tax 33.00 70.00

Tax % 42.00 28.00

Net Profit - 19.00 51.00

Exceptional items AT -4.52 -0.01

Profit excl Excep 23.73 50.67

Profit for PE 23.73 50.67

Profit for EPS 19.21 50.66

Profit Growth % -53.17 -86.87

EPS in Rs 1.12 2.95

Dividend Payout % 67.00 25.00



Balance Sheet (₹ Crores)

Line Item Mar 2024 Mar 2023

Equity Capital 86.00 86.00

Reserves 976.00 958.00

Borrowings - 103.00 7.00

Long term Borrowings 0.00 0.00

Short term Borrowings 22.00 7.00

Lease Liabilities 81.00 0.00

Other Borrowings 0.00 0.00

Other Liabilities - 144.00 223.00

Trade Payables 60.00 61.00

Advance from Customers 3.00 3.00

Other liability items 80.00 159.00

Total Liabilities 1,308.00 1,274.00

Fixed Assets - 559.00 552.00

Land 73.00 69.00

Building 55.00 45.00

Plant Machinery 257.00 230.00

Equipments 2.00 2.00

Computers 2.00 2.00

Furniture n fittings 2.00 2.00

Vehicles 1.00 1.00

Intangible Assets 271.00 281.00

Other fixed assets 0.00 0.00

Gross Block 663.00 631.00

Accumulated Depreciation 104.00 79.00

CWIP 17.00 23.00

Investments 29.00 0.00

Other Assets - 704.00 700.00

Inventories 108.00 109.00

Trade receivables 121.00 159.00

Cash Equivalents 422.00 385.00

Loans n Advances 14.00 16.00

Other asset items 38.00 31.00

Total Assets 1,308.00 1,274.00



Cash Flow Statement (₹ Crores)

Line Item Mar 2024 Mar 2023

Cash from Operating Activity - 75.00 92.00

Profit from operations 48.00 80.00

Receivables 37.00 26.00

Inventory 0.00 4.00

Payables -1.00 -62.00

Loans Advances 0.00 0.00

Other WC items -4.00 70.00

Working capital changes 32.00 38.00

Direct taxes -5.00 -25.00

Cash from Investing Activity - -82.00 -262.00

Fixed assets purchased -25.00 -45.00

Fixed assets sold 0.00 0.00

Investments purchased -28.00 0.00

Investments sold 0.00 0.00

Interest received 23.00 21.00

Dividends received 0.00 0.00

Acquisition of companies 0.00 -242.00

Other investing items -52.00 4.00

Cash from Financing Activity - -7.00 -64.00

Proceeds from borrowings 15.69 0.00

Repayment of borrowings 0.00 -12.07

Interest paid fin -9.60 -9.22

Dividends paid -12.91 -43.01

Other financing items 0.00 0.00

Net Cash Flow -14.00 -234.00

Free Cash Flow 50.00 47.00

CFO/OP 170.00 158.00



Key Ratios (₹ Crores)

Line Item Mar 2024 Mar 2023

Debtor Days 43.00 49.00

Inventory Days 55.00 47.00

Days Payable 31.00 27.00

Cash Conversion Cycle 67.00 70.00

Working Capital Days 32.00 44.00

ROCE % 5.00 8.00

3.2 Financial Analysis Summary

Revenue declined by 12.30% to ₹1,032.00 Cr , primarily driven by a sharp organic contraction in the domestic

petrochemical business where India-based Revenue fell from ₹1,028.55 Cr to ₹796.13 Cr; this was partially

mitigated by the full-year consolidation of Penn Globe (UK), which boosted European Revenue to ₹232.08

Cr.

Operating Profit margins (OPM %) compressed to 5.00% from 6.00% as Employee Cost % spiked from

5.00% to 8.00%, reflecting a 28.5% increase in absolute employee benefits to ₹77.42 Cr due to the UK

acquisition's full-year impact and a 32% jump in base salaries.

Net Profit (PAT) plummeted 53.17% to ₹19.00 Cr , further burdened by a high effective Tax % of 42.00%

resulting from a ₹58.84 Cr disputed demand where the department incorrectly applied a 34.944% rate instead

of the 25.168% rate.

Other Income of ₹21.00 Cr  provided a critical cushion to PAT, though it included a non-recurring 

Exceptional Item of ₹7.79 Cr  related to unspent CSR obligations from prior years.

Trade Receivables decreased to ₹121.00 Cr  from ₹159.00 Cr, contributing a ₹37.00 Cr  positive swing to 

CFO, yet collection velocity slowed as undisputed receivables due under 6 months nearly doubled to ₹37.31

Cr.

Inventory levels remained stagnant at ₹108.00 Cr  despite falling sales, causing Inventory Days to

deteriorate to 55 days and signaling potential overproduction as finished goods stock rose to ₹67.83 Cr.

Total Debt and Lease Liabilities surged to ₹103.00 Cr  from ₹7.00 Cr, largely due to the recognition of ₹81.00

Cr in Lease Liabilities following a demand notice for arrears on the expired lease of Plant II land.

Finance Cost increased to ₹10.00 Cr , supported by the utilization of ₹22.29 Cr  in new Short term

Borrowings (cash credit) to manage liquidity, while Interest Coverage remains adequate at 4.30x.

Fixed Assets (Net Block) reached ₹559.00 Cr , with Depreciation of ₹25.00 Cr  calculated using technical

estimates for plant life (11-33 years) which may be longer than standard schedules, potentially overstating 

PAT.

Cash from Operating Activity (CFO) of ₹75.00 Cr  significantly outperformed PAT of ₹19.00 Cr  (CFO/PAT of 

3.95x), driven by the ₹32.00 Cr  release from Working Capital primarily through reduced Trade Receivables.

Capital Allocation included ₹25.00 Cr  in Capex for asset maintenance and a ₹28.00 Cr  investment in

financial instruments, while the company remains committed to a ₹143.52 Cr  expansion for a new product

plant.

Free Cash Flow (FCF) improved slightly to ₹50.00 Cr  from ₹47.00 Cr, enabling a high Dividend Payout % of

67.00% (₹12.91 Cr ) despite the earnings contraction.

ROCE % diluted to 5.00% from 8.00% as the Asset Turnover was pressured by falling Revenue and a

bloating Balance Sheet from the recognition of lease assets and higher Cash Equivalents of ₹422.00 Cr .
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Other Assets include ₹20.98 Cr  in non-current assets, of which ₹12.72 Cr  are "blocked" tax refunds adjusted

by the IT department; Other Liabilities include a ₹12.37 Cr  provision for a customs duty dispute,

representing "frozen" cash that drags on balance sheet quality.

Other Expenses remained flat at ₹89.99 Cr , but include significant Legal and Professional fees of ₹14.70 Cr ,

likely linked to subsidiary restructuring and acquisition compliance.

The dominant financial theme of the year is a severe margin squeeze and organic revenue contraction,

masked by inorganic consolidation and a strong cash-rich balance sheet that is increasingly being

utilized to fund working capital and disputed statutory dues.

3.3 Contingent Liabilities & Commitments

Disputed Income Tax Demand: ₹78.77 Cr (Under Appeal). A major demand of ₹58.84 Cr for AY 2022-23

arose from the department applying an incorrect tax rate (34.944% vs 25.168%).

Environmental Compensation: ₹2.00 Cr demand from TNPCB (NGT Suo Moto cases).

Disputed Excise/Sales Tax: ₹0.81 Cr across various forums.

Customs Duty Dispute: ₹12.37 Cr provision for a dispute on imported raw materials (static for two years).

Capital Commitments: ₹143.52 Cr total, with ₹125.86 Cr earmarked for a "New plant for one of the

products."

Litigation: Long-standing wage disputes dating back to 2001 and ongoing NGT scrutiny regarding emissions

and a 1% turnover levy.
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3.9 Earnings Quality & Forensic Checks



# Check Impact Status Evidence Notes Detail

1 PAT vs CFO trend
Profit ↑ — high

cash conversion
✅

PAT ₹19 Cr vs CFO ₹75

Cr

CFO/OP ratio at 170% indicates

strong cash generation despite

earnings decline.

2

Receivables &

channel-stuffing

signal

Revenue ↑ —

healthy collections
✅

Receivables ₹121 Cr

(down 24%) vs Sales

(down 12.3%)

Note 9: 69% of receivables are "Not

Due," though 0-6 month bucket

increased to ₹37 Cr.

3 Revenue timing

Neutral — stable

revenue

recognition

✅

Advance from

Customers: ₹3 Cr

(FY24) vs ₹3 Cr (FY23)

Note 2.4: Revenue recognized upon

transfer of risks/rewards; uses fair

value of consideration model.

4
Revenue from

related parties %

Revenue ↑ —

related party

reliance

⚠

Sales to Tamilnadu

Petroproducts: ₹87.42

Cr

Note 45: Significant operational

interdependence with Tamilnadu

Petroproducts for both sales and

purchases.

5
Inventory vs revenue

growth

Profit ↓ —

inventory piling
⚠

Inventory ₹108.44 Cr

(-0.3%) vs Sales

(-12.3%)

Note 55: Inventory Turnover Ratio

deteriorated from 9.71 to 7.55; finished

goods rose to ₹67.83 Cr.

6
Inventory valuation

method change

Neutral —

consistent

valuation

✅ Inventory: ₹108 Cr

Note 2.15: Valued at lower of cost or

NRV using Weighted Average Cost

method.

7
Exceptional items in

operating profit

Profit ↓ — non-

recurring charges
⚠

Exceptional items: -

₹7.79 Cr (P&L)

Note 40: Includes ₹5.54 Cr for unspent

CSR obligations from earlier years.

8
Depreciation rate vs

useful life policy

Profit ↑ —

aggressive life

estimates

⚠
Depreciation: ₹25 Cr;

Accum. Dep: ₹104 Cr

Note 2.13: Plant & Machinery life

(11-33 years) based on technical

advice, potentially lowering charges.

9
Provision reversals

boosting PAT

Neutral — stable

provisioning
✅

Other Income Normal:

₹29.16 Cr

Note 2.24: Uses simplified ECL

approach; provision for credit-impaired

assets stands at ₹5.06 Cr.

10

Tax rate consistency

+ cash tax vs P&L

tax

Profit ↓ — tax

dispute impact
🚩

P&L Tax: 42% (₹14 Cr)

vs Cash Tax: ₹5 Cr

Note 42: Demand of ₹58.84 Cr arose

from department applying incorrect

34.9% tax rate.

11
CWIP age and

stalling projects

Neutral — active

capex
✅

CWIP: ₹17 Cr (FY24) vs

₹23 Cr (FY23)

Note 3.B: Capital commitments of

₹143.52 Cr, mostly for a new product

plant (₹125.86 Cr).

12

Deferred tax asset

recognition

adequacy

Profit ↓ — asset

recoverability risk
⚠

Other Non-Current

Assets: ₹20.98 Cr

Note 6: Includes ₹12.72 Cr of refunds

adjusted by IT department against

disputed demands.

13
RPT quantum and

trend

Profit ↑↓ — high

supply

dependence

⚠

Purchases from

Tamilnadu

Petroproducts: ₹171.97

Cr

Note 45: Purchases from related party

account for 23.8% of total material

costs.

14
Dividend paid vs

FCF adequacy

Neutral —

sustainable

payouts

✅
Dividend Paid: ₹12.91

Cr vs FCF: ₹50 Cr

Dividend payout ratio increased to

67% despite falling profits; supported

by large cash reserves.

15

Auditor Emphasis of

Matter: Leasehold

Land

Neutral —

structural risk
⚠

Plant-2 lease expired

June 2017

Note 56: Legal title is not firm; renewal

pending for 7 years; represents a

"going concern" risk for a primary unit.

16 🚩



# Check Impact Status Evidence Notes Detail

KMP Remuneration

vs PAT Divergence

Profit ↓ — lack of

cost variable-

ization

KMP Pay +42% vs PAT

-62%

Note 45: Remuneration rose to ₹14.72

Cr despite severe bottom-line crash;

indicates poor variable-pay linkage.

17
Blocked Statutory

Assets

Profit ↓ — liquidity

drag
⚠

₹25 Cr in disputed tax/

customs

Note 6 & 26: Significant cash "frozen"

in disputed demands; impacts balance

sheet quality.

4. MANAGEMENT & GOVERNANCE

A. Auditor Report & Key Audit Matters

Audit Opinion: Unqualified.

KAM - Business Combination (Penn Globe): Focused on finalization of Purchase Price Allocation (PPA)

and a ₹14.11 Cr adjustment to Goodwill.

KAM - Litigation and Provisions: Judgment involved in wage disputes (since 2001) and environmental

litigations.

Emphasis of Matter - Leasehold Land: The lease for Plant-2 land expired in June 2017. While the company

is confident of renewal, the final assessment by the Government of Tamil Nadu is pending. Legal title is

currently not firm.

Emphasis of Matter - Cyclone Michaung: Floods in Dec 2023 caused damage; ₹3.49 Cr insurance claim

recognized, but final impact remains "unascertainable."

Internal Controls: Auditor confirmed adequacy of Internal Financial Controls.

B. Related Party Transactions

Party Relationship Nature Amount Concern

Tamilnadu Petroproducts

(TPL)

Associate/Common

Control

Purchase of

Goods

₹171.97

Cr

High Operational

Dependency

Tamilnadu Petroproducts

(TPL)

Associate/Common

Control
Sale of Goods ₹87.42 Cr Circular Trade Risk

SIDD Life Sciences Promoter Group Dividend Paid ₹12.90 Cr Neutral

Tamilnadu Petroproducts

(TPL)

Associate/Common

Control
Trade Payable ₹13.50 Cr Liquidity Linkage

RPT Analysis: Total Trade RPT (₹259.39 Cr) represents 25.13% of Revenue and 345.85% of CFO.

Dependency: Purchases from TPL account for 23.8% of total material costs.

Approval: Company seeking prior approval for transactions up to ₹425 Cr  with TPL (~40% of turnover).

C. Shareholding

Promoters: 44.87% (Stable)

FIIs: 2.21% (Slight increase from 1.87% in Mar 23)

DIIs: 0.05% (Negligible)

Public: 52.87%

Pledged Shares: 0%
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D. Board Composition + KMP Compensation

Total Directors: 12 | Independent: 58.33% | Women Directors: 25.00%.

KMP Compensation:

R Chandrasekar (MD & CFO): ₹0.78 Cr (+457% YoY - skewed by full-year impact).

R Swaminathan (CS): ₹0.64 Cr (+128% YoY).

Aggregate KMP Pool: Rose 42.08% to ₹14.72 Cr while PAT fell 62.09%.

Governance Flag: KMP pay is rising aggressively despite a severe crash in operating profit, indicating a lack

of variable-pay linkage.

F. Capital Allocation & Capex

Action FY Current % of CFO Signal

Dividends ₹12.91 Cr 17.21% ✅

Capex ₹25.00 Cr 33.33% ✅

Net Debt Change ₹15.69 Cr 20.92% 🚩

Investments (Financial) ₹28.00 Cr 37.33% 🚩

CFO Coverage: CFO (₹75 Cr) comfortably covers organic capex (₹25 Cr).

Nature of Capex: Primarily growth-oriented; ₹143.52 Cr commitment  for a new product plant.

Deployment Efficiency: Revenue fell 12.3% despite full-year consolidation of UK assets, suggesting the

₹242 Cr Penn Globe acquisition has yet to yield synergistic top-line growth.

Takeaway: Shifting from debt-free to utilizing cash credit (₹22.29 Cr) for working capital despite holding

₹363.85 Cr in cash suggests liquidity is "trapped" or earmarked for large capital commitments.

H. Risks

Lease Expiry (High): Plant-2 lease expired in 2017. Potential shutdown risk as legal title is not firm.

Tax Disputes (High): Disputed demands of ₹78.77 Cr (410% of FY24 PAT).

Import Dumping (High): Severe margin compression; OPM fell from 32% to 5% in two years.

Environmental (Medium): NGT Suo Moto cases; ₹2.00 Cr interim compensation demanded.

Feedstock Risk (Medium): 23.8% of material costs tied to one related party (TPL).

Inventory Risk (Medium): Turnover ratio fell from 9.71 to 7.55; risk of NRV write-downs.

• 
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5. SCORECARD & VERDICT

Part A: Scorecard

Dimension
Rating

(1–5)
Delta Key Evidence One-line Rationale

Business Quality 3 →
Sole domestic PG producer;

90% import market share

Strong domestic niche but currently a price-

taker against global dumping.

Financial Health 4 ↓
D/E 0.10x; Cash ₹422 Cr;

CFO > PAT

Excellent liquidity and low debt, though

ROCE is weakening significantly.

Earnings Quality 2 ↓
CFO > PAT; 42% Tax rate;

Inventory piling

High cash conversion is offset by tax

disputes and slowing inventory turns.

Management &

Governance
2 ↓

KMP pay +42% vs PAT -62%;

7-yr lease delay

Compensation divergence and unresolved

land title are major governance gaps.

Capital Allocation &

Earnings Visibility
3 → ₹143 Cr Capex; ROCE 5%

Disciplined capex but returns are currently

below cost of capital.

BUSINESS POSITIVES (for this company this year) * ✅ Strong Cash Position:  Maintained ₹422.00 Cr  in

cash and equivalents, providing a massive buffer. * ✅ High Cash Conversion: CFO of ₹75 Cr  significantly

exceeded PAT of ₹19 Cr  (3.95x coverage). * ✅ Strategic Pivot:  Commissioned a Polyester Polyol plant to de-

risk from Propylene Oxide feedstock volatility. * ✅ UK Synergies:  Successfully began manufacturing UK-

acquired specialty products in India for the SE Asian market. * ✅ Debt Profile:  Remained effectively Net Debt

Free despite utilizing small working capital lines.

BUSINESS NEGATIVES / CONCERNS (for this company this year) * 🔴 Margin Compression: OPM %

collapsed to 5.00% from a high of 32% in FY22 due to import dumping. * 🔴 Governance/Pay Divergence: KMP

remuneration rose 42% while PAT fell 62%. * 🔴 Regulatory Risk: Plant-2 lease has been expired for 7

years (since 2017) with no formal renewal. * 🔴 Tax Litigation:  Disputed tax demands of ₹78.77 Cr  represent

over 4x current annual PAT. * 🔴 Inventory Stress: Inventory Turnover Ratio deteriorated from 9.71 to 7.55,

signaling slowing demand.

OVERALL SCORECARD SUMMARY Manali Petrochemicals is a financially robust business currently trapped

in a severe cyclical and structural downturn. While its balance sheet remains a fortress with ₹422 Cr in cash and

strong cash flow conversion, its operational performance is being decimated by global import dumping and a

lack of pricing power. Governance is a growing concern, evidenced by the widening gap between executive pay

and shareholder returns, alongside the multi-year failure to secure land titles for a primary manufacturing unit.

The business is on a stable but pressured trajectory, where survival depends on the successful execution of its

specialty chemical pivot.



Part B: Governance Check Matrix

# Check Status Evidence

1 Audit opinion clean? ✅ Unqualified opinion (p.168)

2 Promoter pledge = 0? ✅ 0% pledged (Screener)

3 KMP pay < 5% of PAT? ❌ KMP pay ₹14.72 Cr is ~77% of PAT (₹19 Cr)

4 RPT quantum < 5% of revenue? ❌ Trade RPT is 25.13% of revenue

5 Board > 50% independent? ✅ 58.33% Independent

6 At least 1 woman director? ✅ 3 Women Directors (25%)

7 No statutory dues outstanding? ⚠ ₹12.37 Cr Customs & ₹78.77 Cr Tax disputes

8 No fraud reported? ✅ No fraud reported by auditors

9 Audit trail enabled? ✅ Confirmed by auditors (p.172)

10 Frequent Auditor change ✅ No frequent changes reported

Total: 7/10 ✅ — Governance Rating: 3

Part C: Investor Verdict

THESIS: A cash-rich commodity player attempting a high-stakes pivot to specialty chemicals while battling global

dumping and internal governance friction. OVERALL STANCE: WATCH RATIONALE: Strong balance sheet

provides a floor, but margin recovery and lease resolution are required for a re-rating. RE-EVALUATE WHEN:

OPM stabilizes above 10% for two consecutive quarters OR Plant-2 lease is formally renewed. BULL CASE:

Successful ramp-up of the new ₹125 Cr specialty plant leads to a 500bps margin expansion. BEAR CASE:

Government refuses Plant-2 lease renewal, forcing a shutdown of a major manufacturing unit (30-40% capacity

risk). KEY MONITORABLE: Inventory Turnover Ratio: 7.55 → watch for further decline below 6.0.



7. YEAR-OVER-YEAR ANALYSIS

7.1 Changes

Metric / Theme Summary A Status Summary B Status Forensic Takeaway

Margin

Trajectory

OPM at 6% (down from

32%).
OPM at 5%.

Continued margin erosion confirms the

company's total lack of pricing power against

global import dumping.

Capital

Allocation

Focused on inorganic

growth (₹242 Cr Penn

Globe acquisition).

Focused on organic de-

risking (₹22 Cr Polyester

Polyol plant).

Management has pivoted from aggressive M&A

to internal capacity building to reduce feedstock

dependency.

KMP

Compensation

Remuneration rose 14%

while PAT fell 87%.

Remuneration rose 42%

while PAT fell 62%.

The widening disconnect between executive pay

and shareholder returns signals a severe

breakdown in variable-pay governance.

Taxation &

Earnings
Effective tax rate at 28%.

Effective tax rate spiked to

42%.

A major tax dispute regarding incorrect rate

application has significantly impaired bottom-line

quality and cash flow.

Management

Tone

Cyclical optimism;

doubling down during a

trough.

Structural defense;

externally blaming macro/

geopolitics.

The shift to a defensive posture suggests

management now views the margin squeeze as

a long-term structural threat rather than a

temporary cycle.

Working Capital

Inventory rose 100% (FG)

signaling demand

collapse.

Inventory turnover

deteriorated from 9.71 to

7.55.

Persistent inventory bloating suggests a

continued failure to align production with actual

market absorption.

Liquidity

Sourcing

Effectively debt-free (0.01x

D/E).

Utilized ₹22 Cr in short-

term borrowings/cash

credit.

Despite high headline cash, the move to debt for

working capital suggests a portion of the cash

buffer may be "trapped" or restricted.

7.2 Persistent Patterns

Unresolved Leasehold Risk: The land lease for Plant-2 has remained expired since June 2017,

representing a multi-year "going concern" threat that management has failed to formalize.

High Related Party Dependency: Transactions with Tamilnadu Petroproducts (TPL) consistently account for

25-30% of revenue, maintaining a high level of circular trade and feedstock risk.

Fortress Balance Sheet: The company consistently maintains a massive cash and equivalent buffer

(exceeding ₹380 Cr) , which acts as the primary floor for the investment thesis.

Import Vulnerability: The business remains a perpetual price-taker, with margins dictated by global

dumping despite its status as the sole domestic producer of certain chemicals.

Litigation Overhang: Recurring environmental (NGT) and tax disputes continue to freeze capital and create

a persistent gap between reported profits and distributable cash.

Aggressive Depreciation Policy: The use of technical estimates to extend the useful life of machinery (up to

33-50 years) remains a consistent method to understate depreciation and support paper profits.

Dividend Payout Consistency: Management continues to prioritize dividends (increasing payout % during

profit crashes) to signal stability, despite free cash flow volatility. No material persistent pattern identified.
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