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Karan Khanna: Sir, just a follow up question from my end. When we are 
saying that we would be looking at full year FY19, full year revenue of around Rs.900 
crores, what sort of capacity utilization are we assuming for the entire Rs.900 crores 
revenue? 

Yogesh Kothari: I think around 80%. 

Karan Khanna: Around 80%, okay. And when you are guiding for Rs.80 
crores to Rs.1 00 crores of incremental CAP EX every year, what would be the asset 
turn? Is it safe to assume that the asset turn would be around 2X? 

Yogesh Kothari: It is normally 1:1 for a chemical type of operation. About 
Rs.1 00 crores CAP EX should give you Rs.1 00 crores to Rs.150 crores turnover. 

Karan Khanna: okay. Sure sir, okay. That is it from my end. Thank you. 

Moderator: Thank you sir. The next question comes from Mr. Kashyap 
Karthi from Table Tree Capital. Please go ahead sir. 

Kashyap Karthi: Thank you sir. Sir, couple of other questions, from a CAPEX 
perspective, are we looking at any big effect, given that Acetonitrile which was kind of 
delayed in FY20, in H2 FY19 or FY20, are we looking at a big bang CAPEX like we have 
done for Dahej or are we still maintaining a Rs.1 00 crores CAP EX kind of guidance? 

Yogesh Kothari: 
three years. 

No, we are not looking for any big bang in the next two to 

Kashyap Karthi: Okay. Perfect sir. And the reason why I asked is sir, 
because we are looking for the big plot of land in Dahej as well, so we are thinking 
maybe some big bang CAPEX is coming. Okay, fair enough. The second thing, sorry, 
go on sir. 

Kirat Patel: That land is because of longer term, because when you 
search for land it takes a year or two before you acquire it. So, we want two-three years 
timeframe. We hope that in the next two to three years with all the projects that we have 
in mind, most of the land in Dahej and Kurkumbh which we have spare, we have nothing 
spare in Patalganga, will get used up. So, there will be very little. And what is 
happening is, the environmental norms are getting tighter and tighter, so even the 
existing land, less and less is becoming usable for production, the core production. A lot 
of the peripheral activities like tree plantations, environmental distances, safety 
distances are getting bigger and therefore the core amount of land that is required for 
plant is getting to be less. 

Kashyap Karthi: Perfect. And sir, related question on the EC approval, that 
was my last question, because we now have a plant running, up and running in Dahej, 
so if you have to register for new product or incremental CAPEX, do we kind of, it 
depends on Government, but essentially do we kind of expect expedited approvals, 
unlike the delays that we have had over the past couple of years for the Dahej plant, in 
terms of the EC approval sir? 
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Kirat Patel: Yeah, the EC approvals are now becoming relatively faster, 
in the sense that they seem to be getting cleared within nine to fifteen months, 
depending on the complexity of the proposal. So, they are much faster than before. 
And in the past there were some odd situation in Gujarat that created delay. It was an 
unusual kind of an event. But now I think we are much faster there and I am told 
between nine and fifteen months mostly, Environment Clearances happen. 

Kashyap Karthi: Got it sir. Does it matter sir that we already have a plant, we 
are already compliant and therefore the approval should be faster than nine months? 

Kirat Patel: No, no, I don't think that really matters; because every EC, 
they evaluate the whole projects and as time passes, the CPCB gives even stricter 
norms. For example, originally before they never used to insist on water conservation. 
Then they insisted on recycling and now they are insisting on 50%. I am told that soon 
they will be insisting on ZLD that means zero liquid discharge, 100% recycling of water. 
So, this is something that is evolving in the environmental space. So, though it is getting 
faster, the clearances, but the terms and conditions are getting stricter. 

Kashyap Karthi: Perfect sir. Thank you so much. I am done with my 
questions sir. Thank you. 

Moderator: Thank you sir. The next question comes from Ms. Alisha 
Mahala from Avantis Wealth. Please go ahead. 

Ashutosh: Hello sir, this is Ashutosh here. Hi sir, congratulations on a 
very good set of numbers. Sir, you hinted about a very good growth, like almost like 
Rs.900 crores kind of a top line which you can do for this year, so and at 80% utilization 
levels, right? 

Kirat Patel: Yes, approximately. 

Ashutosh: So, this 80% utilization levels you are talking on complete 
annual basis or you touch this kind of utilization levels during the last quarter? 

Kirat Patel: You must remember that when you say 80% kind of a mixed 
average, because we have twelve plants running at different capacity utilization, some 
are 95% and some are as low as 40%-50%. So, it is a mix of various capacity utilization. 

Ashutosh: Okay. And given the kind of top line growth we are 
witnessing or maybe in the future also we will see, what kind of margins would you be 
comfortable with, because operational leverage will also help you, right? And what kind 
of margins do you think you can do on the (not clear)? 

Yogesh Kothari: We I think should expect what we are doing now. Hopefully 
we will retain the margins. So, let's see because things go on changing all the time. 

Ashutosh: 
growth? 

Okay. What kind of growth do you expect for FY20, top line 

Yogesh Kothari: I would feel that we should continue doing what we are doing 
at least for the next two-three years. 
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Ashutosh: On the growth side, the kind of growth we have seen in FY19 
you are saying? 

Yogesh Kothari: I think that hopefully we will be able to do. 

Ashutosh: Okay, thank you sir. Thanks a lot. 

Moderator: Thank you sir. Sir, the next question, we have it from Mr. 
Rajat Setiya from Vrddhi Capital. Please go ahead. 

Rajat Setiya: Hi. Thanks for the opportunity once again. Sir, if you look at 
the cash taxes rate over the last few years, it has been lower than the P&L tax rate. So, 
what is the reason behind that? 

Kirat Patel: Sorry, the tax rate has been lower than the last few years? 

Rajat Setiya: Yeah. So, the tax rate which is as per the cash, taxes paid, 
which can be seen in the cash flow statement, that is lower than the taxes which we see 
in the profit and loss statement. 

Kirat Patel: 
period of time is what? 

Rajat Setiya: 
tax rate? 

I am not quite getting the question. The tax rate over the 

If I ask you in another way the same question, what is our 

Kirat Patel: The tax rate, the tax marginal rate is 34.6% with the 
surcharges and everything, but we do get a little concession because of the R&D 
expenditure and that is perhaps the main one. And because of the Dahej, you get that 
accelerated depreciation for the year, last year. It was a big capital expenditure. 

Rajat Setiya: 
shown in P&L. .... 

Okay, that explains it. And sir, the other question is on tax 

Kirat Patel: But, that goes into deferred, you must remember that that 
only goes into deferred tax. Deferred tax and the current tax all adds up to about 32% or 
so normally, plus or minus 1% here or there. 

Rajat Setiya: Got it. Sir, the other question is on the power cost, power 
and fuel cost. I think we have been, all credit to the management that we have been 
able to decrease this cost by huge percentage point over the last four-five years from I 
think 14% or 15% to 10% norm as a percentage of sales. Just wanted to know whether 
this number is also sustainable going into the future? 

Kirat Patel: Our attempt will be to lower it even further. The constant 
effort is to make energy utilization more efficient. We also try to source cheaper energy, 
like we have added solar, we have had expansion of our own turbine electricity 
generation. We have done a lot of work in conservation of steam and energy, heat 
energies. So, these are the kind of projects which we keep running and which have 
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brought over a period of time small, small benefits. And of course as you grow in 
volume, the proportionate increase in energies don't take place. 

Rajat Setiya: Sure. Sir, the other question was on a bit historic, on 
historical numbers. If you look at FY15, FY16 and FY17, our top line was broadly flat or 
did grow by little percentage points and same was the state of profitability. So, my 
question was what was the volume growth during those years? 

Kirat Patel: Those two-three years were a little subdued years, because 
the volume growth was also between 5% and 7%, but the prices were falling. That was 
along with the crude prices. If you remember, the crude prices fell and petrochemical 
prices fell, all prices were very subdued. So, that impacted our top line. Margins did not 
drop that much, because raw materials had also dropped. So, they remained at the 
same level. And now the market has changed. 

Rajat Setiya: So, my question was, what was the reason that even volume 
growth was not there during those years? 

Yogesh Kothari: The pharma industry which we are largely exposed, 60% of 
our sales were having their own problems, and they have I think set themselves right, in 
the US FDA and other issues. So, now I think they have, that is probably history for 
them. So, they seem to be on a different wicket. 

Rajat Setiya: Okay. Sir, just one last question, like we said, we can 
maintain the kind of margins that we had made in this year or the last year, so we expect 
that these margins can be maintained even going forward into the future. But sir, overall 
the nature of our business is such that we are affected by commodity prices a lot, 
because of the fluctuation and at the same time one of our products, which is the 
Acetonitrile, even that is bit of a challenge, a product where we face more challenges, if 
the times are not good, like today. So, what gives you the confidence that despite all 
these variables which are outside our control that we can maintain these margins? 
Kirat Patel: We didn't say we can, we said we hope. And we have some 
confidence we get from history. If you see over a period of time the margins at EBITDA 
levels have been around 19 and of course the last quarter is a little unusual, but in 19 to 
22 range. And though some products do well, some others do badly, so it is kind of a 
mix. But, somehow it does turn out right. So, we are hopeful that if the past is an 
indication of the future, then well that is the hope we have. 

Moderator: And I will move on to the next question that is from Mr. 
Divanch from Securities Investment Management Private Limited. Please go ahead sir. 

Divanch: Hello? Can you hear me? 

Yogesh Kothari: Yes, yes, we can. 

Divanch: Sir, my question was relating to the guidance that you have 
given by FY19 of Rs.900 crores, so can you elaborate the mix that you are expecting, as 
in which product line is driving the growth? 

Yogesh Kothari: We normally don't talk about product specific numbers. But, 
this is basically based on the first half where we have had a growth which is including 
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GST, about Rs.450 crores. We feel that we can repeat that performance in the second 
half. 

Divanch: No, I was actually just talking not in terms, I was talking in 
terms of mix incomes of amines, derivatives and specialty, even that mix is not possible? 

Yogesh Kothari: If you see we achieve normally 30% to 40% is amines, 
another 30% to 40% is derivatives and 20% is specialty. This year perhaps the amines 
will be a little more, because methyl amines have been launched. As we go forward the 
amines derivatives may get a little more play. 

Divanch: Okay. And in terms of our margin profile, my question was 
that the sustainability of margins in amines and derivatives is relatively more than the 
specialty chemicals, right? 

Yogesh Kothari: You can't say; it is product dependent. Every product has its 
own kind of variables and pressures. So, it depends on which product, what happens. 
So, you can't make a general statement. 

Divanch: Okay, I got that. And in terms of our margin improvement, 
when I compare it year on year, so out of all three, derivatives and specialty, what has 
actually driven the margins higher? 

Yogesh Kothari: I would think the amines and amines derivatives. This time 
specialty hasn't done as well. But, it could change. Tomorrow it could be the driver. 

Divanch: Yes, correct. Thank you. Thanks a lot. 

Moderator: Thank you sir. The next question comes from Mr. Pradeep 
Chaudhary, an individual investor. Please go ahead. 

Pradeep Choudhary: Sir, the current volumes that we saw in the current quarter 
and assuming that as you had pointed out that there were some sort of at full or optimum 
utilization and simultaneously we were also talking about growth coming in over the next 
two to three years. So, I am not able to reconcile these two statements, wherein on one 
side we are saying that we have probably optimally utilized our capacities and we would 
still see growth coming in. So, if you could clear this thing out? 

Kirat Patel: Okay. So, where our capacities have been mentioned, we 
think we have about 70%-80% utilization. So, there is a head room. Plus, we are 
investing another maybe Rs.200 crores to Rs.300 crores over the next two-three years, 
which will add up to these capacities. Some parts of those investments are growth 
related. And therefore volumes will get added may be, volumes along with sales will get 
added. So, we do expect to grow from whatever Rs.900 crores to that additional hopeful 
figure of whatever, Rs.1400 crores-Rs.1500 crores. 

Pradeep Choudhary: 

Kirat Patel: 
bit. 

Over the next three years? 

Three to five years. This capacity will come on stream bit by 
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Pradeep Choudhary: Okay, so when is the next immediate capacity coming? 

Kirat Patel: We just had one in the first quarter, one in the second 
quarter and the third quarter there is some additional capacity coming in debottlenecking 
and then the, the fourth quarter will have one and there will be in the second quarter of 
next year. 

Pradeep Choudhary: Okay. And what about these MEP and NEP that we have 
mentioned in the environment clearance documents? Sorry, NMP and NEP. 

Kirat Patel: NMP and NEP, that will be a little later. 

Pradeep Choudhary: Okay. Say one and a half years from now? 

Kirat Patel: Probably. 

Pradeep Chaudhary: Okay. And over the last few conference calls there have 
been many questions on what we proposed to do on the Patalganga side. So, if you 
could give some definite answer to that, because we haven't had the chance to ..... 

Kirat Patel: As we mentioned earlier in the call that within the month, the 
plant which was making methyl amines is going to become a multi amine plant and 
some new amines are going to flow out of Patalganga within the next month. 

Pradeep Choudhary: Okay. And that capacity is not being used as of now. 

Kirat Patel: No, at the moment the plant was running with methyl 
amines. Ever since Dahej began, we have shifted all our methyl amines capacity to 
Dahej and mobilized the Patalganga Plant to make this plant to change it to a 
multiamines Plant. It will always have the capacity to make methyl amines as kind of a 
fall back to Dahej. if needed. But, it will be now focusing on other amines like ethyl 
amines to begin with. 

Pradeep Choudhary: Okay. And at Dahej are we also thinking of expanding the 
core methyl amines capacity, because you said it is already running at around 70%-
80%? 

Kirat Patel: Yeah, we had already original concept designed it to be 
45000 tons plant. At the moment we have invested only about 30000 tons. 

Pradeep Choudhary: 
years? 

So, is there plan to expand that to 45000 over the next two 

Kirat Patel: Yes, of course. We wouldn't have designed it that way 
otherwise. But, when it will happen, that is the question mark. Some day in near future I 
presume. 

Pradeep Choudhary: Okay sir. Thanks. Thanks a lot. 
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Moderator: Thank you sir. And there are no further questions. I would 
now like to hand over the conference to Mr. Yogesh Kothari for closing comments. Over 
to you sir. 

Yogesh Kothari: Thank you everybody and thank you HDFC, I would now like 
to close this thing if anyone wants to say anything. Archit, is there anything? 

Archit Joshi: 

Yogesh Kothari: 
well. Thank you. 

No sir, I am good. Thank you sir. 

Happy Diwali to all of you and hopefully everybody does 

Moderator: Thank you sir. Ladies and gentlemen this concludes your 
conference call for today. Thank you for your participation and for using Door Sabha's 
conference call service. You may all disconnect your lines now. Thank you and have a 
pleasant evening everyone. 

Note: 1. This document has been edited to improve readability. 
2. Blanks in this transcript represent inaudible or incomprehensible 
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