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Management Discussion and Analysis

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

1. Chembond Water Technologies Limited
2. Chembond Clean Water Technologies Limited

3. Chembond Calvatis
Limited

Industrial Hygiene Systems

Chembond Polymers and Materials Limited
Chembond Industrial Coatings Limited
Protochem Industries Private Limited
Chembond Chemicals (Malaysia) SDN BHD
Phiroze Sethna Private Limited

O ® N o un A

Gramos Chemicals India Private Limited
10. Chembond Distribution Limited

This discussion, therefore, covers the financial results and
other developments from April 2017 to March 2018, in
respect of the Group. The Financial year 2017-18 has been
referred to as “the year” and the Financial year 2016-17 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.

During the year under review, your Company has achieved
Revenue from operations of ¥ 23,779.03 lakhs on
standalone basis and ¥ 33,422.81 lakhs on consolidated
basis. The comparative figures are tabulated below. Most
businesses of the Company continued to show improved
performance over the prior year.

Financial and Operational
Performance

Consequent to the introduction of Goods and Services
Tax (GST) with effect from 1%t July 2017, Central Excise,
Value Added Tax (VAT) etc. have been replaced by GST.
In accordance with Indian Accounting Standard - 18 on
Revenue and Schedule Il of the Companies Act, 2013,
GST, GST Compensation Cess, VAT etc. are excluded and
Excise Duty is not excluded from Gross Revenue from sale
of products and services for applicable periods. In view of
the aforesaid restructuring of Indirect Taxes, Gross Revenue
from sale of products and services and Excise Duty for the
year ended 315 March, 2018 are not comparable with the
previous periods.

Comparable revenue growth and comparable EBITDA
margin improvement for 2017-18 has been arrived at by
adjusting the excise duty from reported sales of Q1 2017-
18 and FY 2016-17

Standalone

The highlights of standalone performance are as follows:

 in Lakhs)
Particulars 2017-18 2016-17
Net Sales 22,938 21,635
Product Margin 4,648 4,188
Gross Margin 3,230 2,847
Selling & Administration Costs 2,809 2,686
Employee Costs 1,866 1,837
EBITDA 1,748 2,068
PBT 1,359 1,451
Ratio Analysis
Particulars 2017-18 2016-17
Product Margin, % of Sales 20.26 19.36
Gross Margin, % of Sales 14.08 13.16
Selling & Admin Costs, % of Sales 12.25 12.42
Employee Costs, % of Sales 8.13 8.49
% of EBITDA to Sales 7.62 9.56
Earnings per Share (Basic & 10.11 10.81
Diluted)

Debt/Equity 0.02 0.03



Consolidated

The highlights of the consolidated performance are as
follows:

& in Lakhs)
Particulars 2017-18 2016-17
Net Sales 31,236 27,915
Product Margin 10,342 9,085
Gross Margin 8,315 7,227
Selling & Administration Costs 7,572 6,702
Employee Costs 4,300 3,801
EBITDA 3,319 3,520
PBT 2,357 2,286
Ratio Analysis
Particulars 2017-18  2016-17
Product Margin, % of Sales 33.11 32.54
Gross Margin, % of Sales 26.62 25.89
Selling & Admin Costs, % of Sales 24.24 24.01
Employee Costs, % of Sales 13.77 13.62
% of EBITDA to Sales 10.63 12.61
Earnings per Share (Basic &
Diluted) 16.34 14.40
Debt/Equity 0.04 0.04

Industry Structure & Developments
Global Economy

The global economic activity is picking up with a long
awaited cyclical recovery in investment, trade and
manufacturing, which needs to be supported by new fiscal
initiatives. As per data, 2017 marked a year of acceleration
and it is anticipated that the trend will continue with GDP
growth likely to be pushing upto 3.9% in 2018. Energy
and commodity prices rejoice in an upturn, supporting
investments. Growth results are seen to be broad based
and includes advanced as well as emerging economies in
its tide. Trade growth in 2018 is likely to fall within a range
from 3.1% to 5.5% if current GDP forecasts come to pass,
although a continued escalation of trade restrictive policies
could lead to a significantly lower figure.
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Indian Economy

The Government implemented the Goods and Services Tax,
touted as the single biggest taxation reform in the country,
with an aim to create a seamless unified market for the
$2 trillion Indian economy. India joined the league of
select countries like the US and Australia where fuel prices
are revised daily. In October 2017, the Finance Ministry
announced a mega ¥ 2.11 lakh crore recapitalization plan
for PSU Banks over the next two years. The Insolvency and
Bankruptcy Code 2016 (IBC) was brought into effect to
protect the investment of small investors and make the
process of doing business less cumbersome process. The
IBC has been touted as a landmark reform in the banking
sector and provides sweeping powers to the Central Bank
to accelerate cleaning up of non-performing assets from
the system. These reforms are considered to bring positive
trend in the gross development of the nation.

The Chemical sector in India has registered a growth due
to structural advantage, high domestic consumption,
diversified industry and promising export potential. The
Government policies in recognizing Chemical industry as
a key growth element of Indian economy with 100% FDI
has shown considerable positive response. Manufacture of
most of chemical product is delicensed. Chemical industry
in India is the third largest producer in Asia and sixth largest
in the world. It is expected to double its share in global
chemical industry 5-6% by 2021 registering growth of
8-9% in the next decade. Number of MNCs are focusing
on India for their manufacturing hub. Lower cost of labour,
availability of key raw materials, large consumer markets
and adaptability to technology are some main attractions
for having a strong manufacturing base in India.

Opportunities and Threats

The 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
integrations, quality improvements and cost reductions.
Another important aspect which helps the Company in
having its diverse portfolio of products is the fact that, the
manufacturing capacities are fungible. The Company deals
with majority of complex chemistry applications which
are required for manufacture of specialty chemicals. This
is possible because of the entire in-house chain for R&D,
pilot plant and scale up operations. The dedicated teams
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for Quality Management and Quality Assurance, helps in
maintaining the standards required for various products.
The entire project or process is designed to ensure delivery
of Best Quality Products.

Opportunities

1. A large domestic market fueled by rising incomes in
urban and rural areas.

2. Formalisation of the economy and the unified GST
levels the playing field, thus enabling your Company
to access newer markets and segments.

3. Access to international selling and sourcing markets
is a key success factor and vital for the Chemical
Industry.

Threats

1. Commoditization is a constant threat for chemical
companies. Substantial resources and money is spent
on developing products, which if superior can be sold
at a high price, nevertheless, with time competitors
are able to produce these or similar products.

2. Chemical companies are affected by environmental
regulation. However, awareness about the regulations
and their positive effects on the Company will add to
value creation and growth.

3. The public image of the chemical industry is a barrier,
because people are afraid of chemicals in their
neighborhood whether they are hazardous or not. It
becomes difficult to position the chemical industry as
a sustainable and secure workplace.

4. Most of the chemical companies in India are smaller
in scale as compared to their global counterparts.
As the global companies enter and strengthen their
presence in the Indian market, they will also invest in
marketing, distribution and production systems that
local companies may struggle to match.

5. Cost of compliance makes operations uneconomical
and unviable for small players.

Risks & Concerns

The growth of speciality 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 audit periodically to get assurance on
Company’s framework protocol on Environment, Health
and Safety and regulatory compliances. The Company
has also prepared and adopted Environment, Health and
Safety policy entailing the commitment of the Company
towards 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 commaodity 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.

Business Snapshot
Water Treatment

Your Company offers chemical, equipment based and
microbial solutions for the treatment of industrial water
and waste water. Chembond Water Technologies
Limited and Chembond Clean Water Technologies
Limited (Chembond Water) are subsidiaries of the
Company operating in this area of specialization. The
business grew handsomely during the year on the
back of some large business wins. The margins of the
chemical business continued to be under pressure owing
to a sudden rise in inputs material costs combined with
tightening of availability of some of these materials. The
equipment business performed much better over prior
year and recorded a very healthy profit growth.



Construction Chemicals

The infrastructure construction segment has been growing
since the past 2 years and many projects have reached a
stage during which they use construction chemicals. Your
Company has been cautiously expanding its business
having tight credit terms and doing business only with
selected customers. This strategy has meant a slower
topline growth nevertheless a healthy and sustainable
one. During the year, we introduced new products based
on PU chemistry with applications in waterproofing and
sealants.

Biotech

The Animal Health & Nutrition business had a strong
second half and closed the year with a growth of 10%
overcoming the challenges faced over the preceding four
guarters. One of the challenges your Company overcame
was that of increasing the team size in order to effectively
cover the entire country and the segments of dairy and
poultry. New products were launched and breakthroughs
were made at some key accounts during the year. For the
year ahead, the Animal Health & Nutrition division plans
to further grow the team and enhance its Marketing and
Technical Services teams.

The development activities in the areas of enzymes and
probiotics for varied applications, in addition to animal
health continues. In this context, six different microbial
strains for nitrogen and sulphur metabolism have been
delivered.

Industrial Technologies

Your Company'’s Industrial Technologies divison comprises
a group of products that cater to similar customers. The
Adhesives business has doubled with major share of
business coming from epoxy, cyanoacrylate and pre-
applied adhesives. New customers were added in North
and South India in agriculture and construction equipment
companies, pump manufacturers, and automotive
component manufacturers. The Industrial Coatings
business grew by over 60% vs the prior year. Waterborne
coatings and new customers in the transportation
segment contributed to the strong growth. Phiroze
Sethna Pvt. Ltd. and Gramos Chemicals India Pvt. Ltd.
were acquired for the synergies these products add to the
other products offered by your Company. Phiroze Sethna
manufactures sealants and underbody coatings for the
automotive industry and has presence across the country.
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Gramos produces industrial wipes, which are tackified to
pick up dust and paint particles from the car bodies before
they are painted, thus ensuring a blemish free painted
vehicle. Most OEM’s in India use Gramos' TakRag.

Protochem has indigenously developed full range
MRO (Maintenance, Repair & Overhaul) aerosols used
in Industrial machineries maintenance, Workshops,
Automotive, Shipping & Aviation applications. These are
widely accepted in the market because of its performance
& cost effectiveness. One of Protochem’s product has the
distinction of meeting the stringent defence standards and
as a result, it has been accepted by Indian Navy & Air Force.
No other local company is able to meet these standards.

Chembond Calvatis Industrial Hygiene Systems
Limited 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.

On the back of the approval from a major brewing
company, the Company started business in the segment
by supplying bottle cleaning products to several of their
plants. The Company also developed, and successfully
supplies products to the food processing and dairy
segments. Team expansion to serve the customers and
new application trials are underway to build on sales
growth opportunities for the next year. Lubricant and
cold disinfectant applications are being explored by the
Company.

Polymers

The polymers business venture of your Company is
being housed in Chembond Polymers and Materials
Limited (CPML), which is the new name for one of your
Company’s subsidiaries, Chembond Enzyme Company
Limited. CPML has firmed up plans to scale-up its bio-
based polyamide production. Polyamides, also known as
Nylons, are a family of thermoplastic polymers that can
be melt processed into filaments, films or shapes for
application in various industrial and non-industrial uses.
Development work on polyamide 610 and other specialty
polyamides, most of which are based on bio-renewable
raw materials, was started around 4 years ago. The
technology for making these polymers was developed
in-house by a team of dedicated researchers. Today, your
Company has a pilot plant operating continuously, in which
polyamides are manufactured on a partially commercial
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scale. In the current year this production will be scaled up
several notches and we plan to simultaneously commence
work on building a plant to global scales. One of your
Company’s patented product, developed over three years
ago, has been accepted by customers and is being used by
them with promised results.

Manufacturing

The Company has unigue in-house capabilities for the
development and production of specialty chemicals
backed by several decades of experience in the field. With
multi-product manufacturing plants at Tarapur, Baddi,
Dudhwada, Ranipet, Mahape, Rabale and Thane, the
Company efficiently caters to customers across the country.
The manufacturing capacity is elastic and is capable of
meeting the expected sales growth for the next few years.
The plants are modern, compliant with health, safety and
environment norms, and the team is well trained to use
the best manufacturing practices.

Safety, Health, Environment and Quality

Chembond strongly believes a safe and healthy workplace
to its employees, a clean environment to its locations and
in being a "supplier of choice" to its diverse customers.
In order to achieve these objects, all manufacturing sites
and functions have targets on safety, quality and customer
service, among others.

e Your Company has conducted risk assessments of all
its sites to identify occupational hazards and define
control measures to reduce the risk to acceptable
levels as per the OHSAS 18001:2007 standard.

e Your Company has upgraded its Quality Management
Systems as per revised standards to ISO 9001:2015,
IATF 16949:2016

e Your Company has upgraded its Environment
Management System as per revised standards to ISO
14001:2015.

According to the above revised standards, your Company
has adopted a risk base thinking that enables an
organization to consistently meet requirements and
address future needs and expectations posing challenges
for an organization in increasingly dynamic and complex
business environment.

Your Company follows an integrated SHE-Q Management
System under which, the following plants are certified:

Locations ISO ISO OHSAS IATF
9001 14001 18001 16949
Tarapur Y Y Y Y
Dudhwada Y Y Y -
Baddi Y - - -
PSPL Y - - -

“Quality is not an act, it is a habit”. Chembond also has
a Safety, Health and Environment objective of having zero
lost time due to accidents across the organization. Everyone
at Chembond is committed to protect the environment by
controlling the interaction with environment by process
control, systematic waste management, energy conservation
and emission control.

Human Resources

The manpower strength of your Company was 361 at the
close of 2016-17 and it stood at 318 as of 31 March,
2018. Average age of the workforce is 36 years. In 2017-
18, employee relations in your Company continued to be
harmoniousin all plants and establishments. Your Company
has tied up with renowned educational institutes/colleges
for fresh campus recruitment at regional levels to offer the
best opportunities to the best talent available in the job
market regionally.

Based on Company's objective & departmental annual
goals for 2017-18, the key result areas & key performance
indicators were set employee wise for each department.
With the implementation of performance pay variable last
year & its positive impact, more employee categories have
been covered for the variable pay voluntarily.

Learning & Development initiatives have been focused
with holistic approach to enhance key competencies of
work force at all the levels including regional site, plant
level employees which is helping them to explore their
potential at work place.

The focus on 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.



Internal Control Systems and their adequacy

Chembond has a sound Internal Control System, which
ensures that (a) its financial reports are reliable (b) its
operations are effective and efficient and (c) its activities
comply with applicable laws and regulations. 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 periodical
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. To
maintain its objectivity and independence, the Internal
Audit reports are submitted to the Chairman of the Audit
Committee. The Audit Committee plays a key role in
providing assurance to the Board of Directors.

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 it operates. The Company endeavors
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 Education as one of the core functional
areas for CSR activities. Our philosophy is to ensure
meaningful education to the economically underserved
sections. Chembond Children’s Centre is a non-formal
educational centre at Pasthal and Shirgaon near Tarapur.
English, Hindi, Marathi, Science, Mathematics, Social
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Science and General Knowledge form the main subjects
of the curriculum. In addition to education, the Centre
provides camps and workshops in health care, life skills,
and scholarships. Details pertaining to CSR Committee,
Policy etc. are given in the Board’s Report which forms part
of this Annual Report.

Future Outlook

Your Company’s toll manufacturing agreement with
Henkel Adhesive Technologies Ltd. has come to an end in
Q1 2018-19. This would free up capacity at the Tarapur
plant and would allow manufacturing realignment of
the products we make and to allow debottlenecking
operations in some businesses. The scale-up of polymer
manufacturing would be a milestone event and has the
potential to change the revenue mix of the Company.

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

Nirmal V. Shah
Vice - Chairman and
Managing Director

Sameer V. Shah
Chairman and Managing
Director

Mumbai
171 July, 2018
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Directors’ Report
To
The Members,

The Directors of the Company condole the sad demise and pay respects to Dr. Vinod D. Shah, the Founder and Promoter of
Chembond Chemicals Limited. A visionary and self-made man, Dr. Shah was an achiever from the early days of his life. He
developed into becoming a dynamic technocrat, an entrepreneur and a fine human being touching many lives. The Company
owes its existance to him and the Board Commits itself to building on the values instilled by him.

Your Directors take pleasure in presenting the 43 Annual Report on the business and operations of your Company together
with the Audited Financial Statements for the year ended 31t March, 2018.

1. State of Company’s Affairs
Financial Results

The financial performance of your Company is as summarized below for the year under review:

(% in Lakhs)

Particulars Standalone Consolidated

2017-18 2016-17 2017-18 2016-17
Revenue from Operations 23,779.03 24,367.32 33,422.81 32,086.11
Less : Excise Duty 561.87 2,507.60 675.52 3,006.93
Revenue from Operations (Net of Excise Duty) 23,217.16 21,859.72 32,747.29 29,079.18
Profit for the year 1,359.31 1,451.50 2,197.23 1,933.01
Add: Balance as per last year 19,522.79 18,071.29 20,644.31 18,548.85
Add: Effect of previous year transaction - - - 238.20
Less: Deduction during the year - - 108.12 5.75
Total 20,882.10 19,522.79 22,733.41 20,714.31
Appropriations
General Reserves - - - 70.00
Set off of Dividend Tax in respect of dividend from (45.17) - (45.17) -
Subsidiary Company
Dividend Paid 221.90 - 221.90 -
Tax on Dividend Paid 45.17 - 92.03 -
Balance carried to Balance Sheet 20,660.20 19,522.79 22,464.66 20,644.31
Total 20,882.10 19,522.79 22,733.41 20,714.31

2. Results of Operations
e Income

During the year under review, consolidated revenue from operations was ¥ 32,747.29 Lakhs compared to
¥ 29,079.18 Lakhs in previous year. On the standalone basis, your Company’s revenue from Operations was
¥ 23,217.16 Lakhs as compared to ¥ 21,859.72 Lakhs in the previous year.

e  Profit Before Tax

Consolidated Profit Before Tax for the year was ¥ 2,790.28 Lakhs as against ¥ 3,021.42 Lakhs in the previous year. On
the standalone basis, your Company’s Profit Before Tax for the current year was X 1,406.12 Lakhs as against¥ 1,729.97
Lakhs in the previous year.

e  Profit After Tax

Consolidated Profit After Tax for the year was ¥ 2,356.77 Lakhs as against ¥ 2,285.73 Lakhs in the previous year. On
the standalone basis, your Company’s Profit After Tax for the current year was ¥ 1,359.31 Lakhs as against ¥ 1,451.50
Lakhs in the previous year.
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3. Recent Developments at Micro and Macro Economic Levels

The Indian economy expanded 7.7 percent year-on-year in the first three months of 2018, higher than a downwardly revised
7 percent advance in the previous quarter and beating market forecasts of a 7.3 percent growth. On the production side,
manufacturing, agriculture and construction were the main contributors to growth. Exports accounted for 19.5 percent
while imports subtracted 20.9 percent.

The Chemical sector in India has registered a growth due to structural advantage, high domestic consumption, diversified
industry and promising export potential. The Government policies in recognizing Chemical industry as a key growth element
of Indian economy and allowing 100% FDI has shown considerable positive response. Manufacture of most of chemical
products is delicensed. The Indian Chemical Industry comprises both small and large-scale units, and presently, there are
about 70,000 chemical manufacturing units located in the country and a major component (in numbers) are covered in the
small-scale sector. As per statistics India is currently the world’s 3 largest consumer of polymers & 3™ largest producer of
agrochemicals. In terms of value and production volume, Indian chemical industry is the 3 largest producer in Asia & 6" by
output in the world. Indian specialty chemical market is expected to reach USD70 billion by 2020.

4. Dividend

The Board of Directors has recommended final dividend of ¥ 1.85/- per share for the financial year ended 315t March 2018.
The outflow on account of dividend payment amounts to ¥ 248.79 Lakhs.

5. Share Capital

The movement of Equity Capital is as under:

Particulars No. of Equity Shares
Equity Capital as on 1t April, 2017 13,448,288

Increase/ Decrease during the year Nil

Equity Capital as on 31t March, 2018 13,448,288

Your Company has only one class of Equity Share and it has neither issued shares with differential rights as to dividend,
voting or otherwise nor issued shares (including sweat equity shares) to the employees or Directors of the Company, under
any Scheme. No disclosure is required under Section 67(3)(c) of the Companies Act, 2013 (“the Act”) in respect of voting
rights not exercised directly by the employees or Key Managerial Personnel of the Company as the provisions of the Section
are not applicable.

6. Fixed Deposits
The Company has not accepted any deposits within the meaning of Section 73 of the Act and rules framed thereunder.
7. Transfer to Reserves

Your Company does not propose to transfer any amount from the current year’s profits to the General Reserve. (Previous
year Nil ).

8. Directors and Key Managerial Personnel

At present your Company has Eight (8) Directors consisting of Four (4) Independent Directors including Woman Director,
Two (2) are Executive Directors and Two (2) Non-Executive Directors.

In accordance with the provisions of Section 152(6) of the Act, Mr. Nirmal V. Shah (DIN: 00083853) Vice Chairman and
Managing Director, retires by rotation and being eligible, offers himself for re-appointment. His background is given in the
Corporate Governance Report which forms part of this Report.

During the period under review, Mr. Jawahar I. Mehta (DIN: 00128995) resigned as a Director (Independent) of the Company
with effect from 14% December, 2017 due to personal reasons. The Board places on record its appreciation and gratitude
for the valuable contribution received by us from Mr. Mehta during his association with the Company.

During the year, Mr. Jay Mistry resigned as the Company Secretary and Compliance Officer of the Company w.e.f. 2m
January, 2018. Mrs. Suchita Singh was appointed as the Company Secretary and Compliance Officer of the Company w.e.f.
15% March, 2018.

Pursuant to the provisions of Section 203 of the Act, Mr. Sameer V. Shah, Chairman and Managing Director, Mr. Nirmal V.
Shah, Vice Chairman and Managing Director, Mrs. Rashmi Gavli, Chief Financial Officer and Mrs. Suchita Singh, Company
Secretary are the Key Managerial Personnel of the Company as on the date of this Report.
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Inter-se relationship between Directors

Mr. Sameer V. Shah, Chairman and Managing Director and Mr. Nirmal V. Shah, Vice Chairman and Managing Director are
siblings.

Declaration by Independent Directors

All the Independent Directors of the Company have furnished a declaration to the effect that they meet the criteria of

Independence as provided in Section 149(6) of the Act and Securities and Exchange Board of India (Listing Obligations and
Disclosure Requirements) Regulations, 2015 (‘the Listing Regulations’).

Policy on Directors Appointment and Remuneration

The Company has put in place appropriate policy on Directors’ appointment and remuneration and other matters provided in
Section 178(3) of the Act, which has been uploaded on the Company’s website www.chembondindia.com/policy.html Further,
salient features of the Company’s Policy on Directors’ Remuneration have been disclosed in the Corporate Governance
Report, which forms part of this Report.

Number of Board Meetings

Nine (9) meetings of the Board were held during the year, details of which are furnished in the Corporate Governance
Report that forms part of this Report.

Performance evaluation and its criteria

The Board of Directors carried out an Annual evaluation of its own performance, Board Committees and Individual Directors
pursuant to the provisions of the Act and Corporate Governance requirements as prescribed by the Listing Regulations.

The performance of the Board and its Committees was evaluated by the Board after seeking inputs from the Board /
Committee Members based on criteria such as Composition of the Board / Committees and structure, effectiveness of the
Board / Committee processes, providing of information and functioning etc. The Board and Nomination and Remuneration
Committee also reviewed the performance of individual Directors based on criteria such as attendance in Board / Committee
meetings, contribution in the meetings like preparedness on issues to be discussed etc.

The Independent Directors at its separate meeting held on 28" March, 2018, reviewed the performance of Non-Independent
Directors and performance of the Board as a whole, performance of the Chairman of the Company taking into account
the views of Executive and Non-executive Directors and assessed the quality, quantity and timeliness of flow of information
between the Company Management and the Board and that is necessary for the Board to effectively and reasonably
perform their duties.

Directors’ Responsibility Statement

Pursuant to Section 134(5) of the Act, the Board of Directors, to the best of their knowledge and ability, in respect of the
year ended 31t March, 2018, confirm that:

(@) in the preparation of the annual accounts, the applicable accounting standards have been followed and there are no
material departures;

(b) they had selected such accounting policies and applied them consistently and made judgments and estimates that
are reasonable and prudent so as to give a true and fair view of the state of affairs of the Company at the end of the
financial year and of the profit and loss of the Company for that period,;

(c) they had taken proper and sufficient care for the maintenance of adequate accounting records in accordance with the
provisions of this Act for safeguarding the assets of the Company and for preventing and detecting fraud and other
irregularities;

(d) they had prepared the annual accounts on a going concern basis;

(e) they had laid down internal financial controls to be followed by the Company and that such internal financial controls
are adequate and were operating effectively; and

(f) they had devised proper systems to ensure compliance with the provisions of all applicable laws and that such systems
were adequate and operating effectively.
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The details in respect of composition of the Audit Committee are included in the Corporate Governance Report, which
forms part of this Report.

Audit Committee

Auditor’s and Auditor’s Report
Statutory Auditors

In terms of the requirements of Section 139 of the Act read with the Companies (Audit and Auditors) Rules, 2014, the
Board of Directors of the Company on the recommendation of the Audit Committee appointed M/s. B. D. Jokhakar & Co.,
Chartered Accountants (FRN. 104345W) as the Statutory Auditors of the Company at its Board Meeting held on 24™" May,
2017, for a term of 5 (five) consecutive years commencing from the conclusion of the 42" Annual General Meeting (AGM)
till the conclusion of the 47" AGM to be held in the year 2022, which was approved by the shareholders’ in the 42" AGM
held on 24™ June, 2017. M/s. B. D. Jokhakar & Co., Chartered Accountants vide their letter dated 17 July, 2018, resigned
as the Statutory Auditor of the Company due to pre-occupation with other professional work w.e.f. 17 July, 2018. On
the recommendation of the Audit Committee, the Board of Directors at its meeting held on 17™ July, 2018 appointed M/s.
Bathiya & Associates, LLP, Chartered Accountants, (FRN:101046W/W100063) as the Statutory Auditors of the Company
from 17th July, 2018 till the ensuing AGM to fill in the casual vacancy caused due to the resignation tendered by M/s. B. D.
Jokhakar & Co., Chartered Accountants, subject to approval by Members at the ensuing AGM.

The appointment of M/s. Bathiya & Associates, LLP, Chartered Accountants, (FRN: 101046W/W100063) as the Statutory
Auditors for fresh term of 5 years was also recommended by the Audit Committee and approved by the Board of Directors
respectively in their meeting held on 17 July, 2018, subject to the approval by the Members to hold office for a term of 5
(five) consecutive years until the conclusion of 48" AGM to be held in the FY. 2023.

M/s. Bathiya & Associates, LLP, Chartered Accountants, (FRN: 101046W/W100063) have confirmed that their appointment,
if made, would be within the limits specified under Section 141(3)(g) of the Act and that they are not disqualified to be
appointed as Statutory Auditor in terms of the provisions of Section 139(1), Section 141(2) and Section 141(3), and any
other applicable provisions, if any, of the Act and the provisions of the Companies (Audit and Auditors) Rules, 2014.

The Audit Report submitted by M/s. B. D. Jokhakar & Associates for FY. 2017-18 does not contain any qualification,
reservation or adverse remark or disclaimer.

Cost Auditors

As per the requirement of Central Government and pursuant to Section 148 of the Act read with the Companies (Cost
Records and Audit) Rules, 2014 as amended from time to time, your Company has been carrying out audit of cost records
every year.

The Board of Directors, on the recommendation of Audit Committee, has appointed Mr. R. S. Raghavan, Practicing Cost
Accountant, Pune (Firm Regn. No.: 100098) as the Cost Auditor to audit the cost records of the Company for Financial Year
2018-19. The Company is seeking the ratification / approval of the Shareholders for the remuneration paid / to be paid to
Mr. R. S. Raghavan, Practicing Cost Accountant for the FY. ended 31t March, 2018 and FY ending 31 March, 2019
respectively. The relevant Cost Audit Report for the FY. 2016-17 was filed with Ministry of Corporate Affairs on 16%
September, 2017.

Secretarial Auditor & Secretarial Audit Report

Pursuant to the provisions of Section 204 of the Act and the Companies (Appointment and Remuneration of Managerial
Personnel) Rules, 2014, the Board of Directors of the Company had appointed M/s. Virendra G. Bhatt, Practicing Company
Secretary (C.P. No.: 124) to undertake the Secretarial Audit of the Company for the year ended 31t March, 2018. The
Secretarial Audit Report for the Financial Year ended 31t March, 2018 has been annexed as Annexure 1 and forms an
integral part of this Report. There are no observations / remarks in the Secretarial Audit Report.

Subsidiaries, Joint Venture and Associate Companies

The Company has been carrying on its domestic and international operations through its subsidiaries / associates as detailed
below :

i. Chembond Water Technologies Limited (formerly known as Chembond Solenis Water Technologies Limited)*,
ii. Protochem Industries Private Limited,

iii. Chembond Industrial Coatings Limited,
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iv. Chembond Clean Water Technologies Limited,

v. Chembond Polymers and Materials Limited (formerly known as Chembond Enzyme Company Limited),
vi. Chembond Calvatis Industrial Hygiene Systems Limited,

vii. Chembond Chemicals (Malaysia) Sdn. Bhd. (formerly known as IChembond Water Sdn. Bhd.),

viii. Phiroze Sethna Private Limited**,

ix. Gramos Chemicals India Private Limited (Step Down Subsidiary)** and

X. Chembond Distribution Limited (Associate).

* In the month of April 2017, Your Company acquired additional 45% stake from erstwhile JV partner Solenis, thus making
it your Company’s Wholly Owned Subsidiary (WOS).

** |In the month of November 2017, your Company entered into a Share Purchase Agreement to acquire 100% stake in
Phiroze Sethna Private Limited and its WOS Gramos Chemicals India Private Limited thus making it a WOS / step down
subsidiary of your Company.

The details of financial performance of the subsidiaries, associate and joint venture Companies are given in AOC-I (Annexure
2 to this Report).

Remuneration to Directors and Key Managerial Personnel

The information required under Section 197(12) of the Act read with Rule 5(1) of the Companies (Appointment and
Remuneration of Managerial Personnel) Rules, 2014, as amended, is given in Annexure 3 to this Report.

Particulars of employees

In terms of Rule 5 of the Companies (Appointment and Remuneration of Managerial Personnel) Rules, 2014, as amended,
names and other particulars of the top ten employees in terms of remuneration drawn and the name of every employee
who is in receipt of such remuneration stipulated in said Rules are required to be set out in a statement to this report.
None of the employees of the Company are being paid remuneration exceeding the prescribed limit. The Particulars of
Remuneration of top ten employees will be provided upon.

Remuneration to Managing Director from Wholly Owned Subsidiary

During the financial year 2017-18, Mr. Nirmal V. Shah, Vice - Chairman & Managing Director, received remuneration of
% 44.47 Lakhs from Chembond Water Technologies Limited (formerly known as Chembond Solenis Water Technologies
Limited) (CWTL), WOS of the Company. CWTL, previously a subsidiary, became a WOS of the Company in the month of
April 2017 pursuant to acquisition of additional 45% shares by your Company.

Policies and Disclosure Requirements

In terms of the provisions of the Act and the SEBI Listing Regulations, the Company has adopted all the applicable policies.
The policies are available on the Company’s weblink — http:/www.chembondindia.com/policy.html

All Directors and Senior Management Personnel have affirmed their adherence to the provisions of the Code of Conduct
during the financial year 2017-18.

The Company’s policy on Directors’ appointment, remuneration and other matters provided in Section 178(3) of the Act
forms part of Nomination and Remuneration Policy and has been disclosed in the Corporate Governance Report.

Risk Management

The Board of Directors has formed a Risk Management Committee. The Company has its Risk Management Plan & Policy in
place which is also displayed on the website of the Company. In the opinion of the Board, during the financial year 2017-18,
the Board has not noticed any elements of risk which may threaten the existence of the Company. The Committee monitors
the risk management plan and ensures its effectiveness. It is important for shareowners and investors to be aware of the
risks that are inherent in the Company’s businesses. The details of Committee are set out in the Corporate Governance
Report forming part of this Report.

Internal Financial Control System

The Board is responsible for establishing and maintaining adequate internal financial control as per Section 134 of the Act.
Your Company has in place an adequate system of internal controls to ensure compliance with various policies, practices
and statutes in keeping with the organization’s pace of growth and increasing complexity of operations. It has procedures
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covering all financial and operating functions and processes. These have been designed to provide a reasonable assurance
with regards to maintaining of proper accounting controls for ensuring reliability of financial reporting, monitoring of
operations, protecting assets from unauthorized use or losses and compliance with regulations. Key controls have been
tested during the year and corrective and preventive actions are taken for any weakness.

Corporate Governance & Vigil Mechanism

A separate Corporate Governance Report on compliance with Corporate Governance requirements as required under
Regulation 34(3) read with Schedule V to the Listing Regulations forms part of this Report. The same has been reviewed
and certified by Virendra Bhatt, Practicing Company Secretary, the Secretarial Auditor of the Company and Compliance
Certificate in respect thereof is given in Annexure 4 to this Report.

The Company has formulated a Whistle Blower Policy, details of which are furnished in the Corporate Governance Report,
thereby establishing a vigil mechanism for Directors and permanent employees for reporting genuine concerns, if any.

Corporate Social Responsibility (CSR)

The criteria prescribed under Section 135 of the Act with respect to constituting CSR Committee, adopting CSR policy and
spending amount on CSR activities in accordance with the Act do not apply to the Company. However, the Company has
voluntarily framed CSR Policy and constituted CSR Committee, as good corporate governance practice.

The composition of the Committee is as follows:

Mahendra K. Ghelani Chairman
Sushil U. Lakhani Member
Sameer V. Shah Member
Ashwin R. Nagarwadia Member

The Company’s CSR Policy is available on the website of the Company at http://Awww.chembondindia.com/policy.html

Particulars of Related Party Transactions

All transactions entered into with Related Parties during the financial year were in the ordinary course of business and on
arm’s length basis and do not attract the provisions of Section 188(1) of the Act. For material transactions with related
parties, the Company has obtained Members' on 24™ June 2017 Suitable disclosures as required by the Indian Accounting
Standards (Ind AS-24) have been made in the notes to the Financial Statements. The Board has a policy for related party
transactions which has been uploaded on the Company’s website. Necessary disclosures in Form AOC-2 are attached as
Annexure 5 to this Report.

The Conservation of Energy, Technology Absorption, Foreign Exchange Earnings and Outgo
The related information is provided in Annexure 6, which is attached to this Report.

Particulars of Loans, Guarantees and Investments

Details of Loans, Guarantees and Investments have been disclosed in the Financial Statements.
Promoter Group

The Promoter group holding in the Company as on 31t March, 2018 was 64.20% of the Company’s paid-up Equity Capital.
The Members may note that the shareholding and other details of Promoter Group has been provided in Annexure 7 to this
Report.

Extract of the Annual Return as on 31t March, 2018
An extract of the annual return in Form MGT-9 is provided in Annexure 7 to this Report.
Management Discussion and Analysis Report

Management’s Discussion and Analysis Report for the year under review, as stipulated under the Listing Regulations, is
presented in a separate section, forming part of this Report.
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Credit Rating

The Company’s financial discipline and prudence is reflected in the strong credit ratings ascribed by rating agencies as given
below:

Total Bank Loan Facilities Rated % 19 Crore
Long- Term Rating CRISIL A- /Stable (Reaffirmed)
Short- Term Rating CRISIL A1 (Reaffirmed)

Prevention, Prohibition and Redressal of Sexual Harassment of Women

The Company has in place an Anti Sexual Harassment Policy in line with the requirements of the Sexual Harassment of
Women at the Workplace (Prevention, Prohibition & Redressal) Act, 2013. Internal Complaints Committee (ICC) has been
set up to redress complaints received regarding sexual harassment. All employees (permanent, contractual, temporary,
trainees) are covered under this policy. No complaint has been received during the year under review.

Material changes and commitment

No material changes and commitments affecting the financial position of the Company have occurred between the end of
the financial year to which financial statements in this report relates and the date of this report.

Significant and Material Orders

No significant and material order has been passed by the Regulators or Courts or Tribunals impacting the going concern
status and Company’s operations in future.

Material changes and commitments

Except as disclosed elsewhere in the Report, there have been no material changes and commitment affecting, the financial
position of your Company, which have occurred between the end of the financial year of the Company and the date of this
Report.

Compliance with Secretarial Standards
The Company has complied with the applicable Secretarial Standards.
Acknowledgements

Your Board wish to place on record their appreciation and acknowledge with gratitude the support and co-operation
extended by the Government authorities, Bankers, customers, vendors, employees and Members during the year under
review and look forward to their continued support.

On behalf of the Board

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

17 July, 2018
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Annexure 1 to Directors’ Report
Form No. MR-3
SECRETARIAL AUDIT REPORT
FOR THE FINANCIAL YEAR ENDED 315" MARCH, 2018

[Pursuant to section 204(1) of the Companies Act, 2013 and Rule No. 9 of the Companies (Appointment and Remuneration of
Managerial Personnel) Rules, 2014]

To,
The Members,
Chembond Chemicals Limited

| have conducted the secretarial audit of the compliance of applicable statutory provisions and the adherence to good corporate
practices by Chembond Chemicals Limited (hereinafter called “the Company”) for the year ended on 315t March, 2018 (the
‘audit period’). Secretarial Audit was conducted in a manner that provides me a reasonable basis for evaluating the corporate
conducts/statutory compliances and expressing my opinion thereon.

Based on my verification of the Company books, papers, minute books, forms and returns filed and other records maintained by
the Company and also the information provided by the Company, its officers, agents and authorized representatives during the
conduct of secretarial audit, | hereby report that in my opinion, the Company during the audit period covering the financial year
ended on 31t March, 2018 has prima facie complied with the statutory provisions listed hereunder.

| have examined the Statutory Registers, papers, minute books, forms and returns filed and other records maintained by the
Company for the financial year ended on 31t March, 2018 according to the provisions of:

(i)  The Companies Act, 2013 (the Act) and the rules made there under;

(i) The Securities Contracts (Regulation) Act, 1956 ('SCRA’) and the rules made there under;
(iii) The Depositories Act, 1996 and the Regulations and Bye-laws framed there under;

(

iv) Foreign Exchange Management Act, 1999 & the Rules & Regulations made there under to the extent of Foreign Direct
Investment, Overseas Direct Investment & External Commercial Borrowings — Company entered into the forward exchange
contracts with the banks for the business purpose.

(v) The following Regulations and Guidelines prescribed under Securities and Exchange Board of India Act, 1992 (SEBI Act):-
(@) The Securities and Exchange Board of India (Substantial Acquisition of Shares and Takeovers) Regulations, 2011;
(b) The Securities and Exchange Board of India (Prohibition of Insider Trading) Regulations, 2015;
(c) The Securities and Exchange Board of India (Listing Obligations & Disclosure Requirements) Regulations, 2015

e Though the following laws are prescribed in the format of Secretarial Audit Report by the Government, the same
were not applicable to the Company for the financial year ended 31t March, 2018:-

a) The Securities & Exchange Board of India (Issue & listing of Debt securities) Regulations,2008;

b) The Securities & Exchange Board of India (Delisting of Equity Shares) Regulations, 2009;

c) The Securities & Exchange Board of India (Buyback of Securities) Regulations, 1998;

The Securities And Exchange Board of India (Issue of Capital & Disclosure Requirements) Regulations, 2009;
The Securities and Exchange Board of India (