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Companion to the Kronox Lab Sciences investment report (57/100, Neutral). This piece grades the business against the five-pillar
engine: Sunrise, Leadership, Moat, Iron Fortress, and Free Cash Flow.

Reference price: Rs 218 (NSE close, October 15, 2026). Two pass, three partial.

Grades at a glance

Sunrise (pharma fine chemicals) PARTIAL
Leadership PARTIAL
Moat PARTIAL
Iron Fortress (balance sheet) PASS
Free Cash Flow PASS

Overall fit verdict: two pass, three partial. Kronox clears the cash and balance sheet bars cleanly: a
fortress balance sheet and free cash flow in every year since FY20. The three pillars that decide the next
five years, sunrise capture, leadership and moat, are all open questions under new ownership. Full
investment report score: 57/100, Neutral.
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Pillar 1: Sunrise, PARTIAL
GRADE: PARTIAL

The demand backdrop is real but slow. High purity fine chemicals ride on Indian pharmaceutical
manufacturing, research and quality testing, nutraceuticals and the China plus one diversification of
Western buyers, all structural growers, and Kronox's pharmacopoeia grade catalogue sits directly in that
flow. Q1 FY27 gave a live data point: revenue up 16.9% year on year, the strongest print in two years.

The pillar cannot pass on the company's own evidence. Industry growth has not shown up in Kronox's top
line: revenue compounded at 2% over FY24 to FY26 and grew 1% in FY26, with a decline in FY24 along
the way. Either the sunrise is smaller than the narrative (a replacement and qualification market growing at
high single digits at best), or Kronox has been losing the growth that exists to competitors and capacity
limits. The Padra environmental restriction is a genuine constraint, and Dahej is the intended answer, but a
sunrise pillar should not need a plant that has not been built yet. PARTIAL: a sound industry, an unproven
claim on its growth.
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Pillar 2: Leadership, PARTIAL
GRADE: PARTIAL

This pillar changed hands on September 29, 2026, and must be graded on both regimes. The founders
(Jogindersingh Jaswal, Ketan Ramani and Pritesh Ramani) built an excellent small business over eighteen
years: 185+ products, three plants, export reach to 20+ countries, 34% operating margins, zero debt, zero
pledging, a clean audit record and a 117x subscribed IPO. On delivery of the operating business, they
passed.

Two deductions are decisive, however. Capital allocation was passive: a 7% dividend payout while about
Rs 64 cr accumulated in deposits and the Dahej greenfield missed its FY2025-26 start with Rs 0.88 cr of
work in progress. And the exit repriced alignment permanently: the founders sold 64.26% control to Indo
Borax at Rs 103.22 per share, roughly half today's market price and below the pre-announcement trading
range, retaining 9.95% and a transition support role. Whatever the private logic, public minorities were not
the counterparty that price was negotiated for.

The incoming leadership (MD and CEO Suresh Kalra, CFO Shashikant Bharuka, a reconstituted board of
three executive and three independent directors) has moved quickly on Dahej but has no delivery record at
Kronox, and the parent that appointed it funded the purchase with Rs 225 cr of debt and sits on a negative
rating watch. A new team with a leveraged parent and a fast first step is the definition of PARTIAL: grade it
again after two reported quarters.

© DalalBytes Educational purposes only, not financial advice.



Pillar 3: Moat, PARTIAL
GRADE: PARTIAL

The moat evidence is genuine. Kronox sells specifications, not commodities: pharmacopoeia grades (IP,
BP, USP-NF, EP) and reagent grades (ACS, LR, AR, GR) that customers validate once and reorder for
years, because requalifying a supplier costs more than any saving on a low volume chemical. Average
relationships with top customers run seven to nine years on prospectus disclosures, custom specification
manufacturing deepens the lock-in, and a 185 product catalogue under one quality system lets each
relationship carry dozens of SKUs.

The limits are equally clear. The moat is narrow and rented from customer inertia rather than owned: there
is no brand, no patent estate and no scale advantage at Rs 101 cr of revenue, and global reagent houses
outgun Kronox on credibility in the most demanding applications. Concentration cuts both ways: the top 10
customers are over 45% of revenue and the top 20 products over 60%, so the same qualification
stickiness that protects the book makes the loss of a single qualification a material event. Most telling of
all, if the moat were wide, the top line would show it: three years of 2% revenue compounding is not what
pricing power looks like. PARTIAL.
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Pillar 4: Iron Fortress, PASS
GRADE: PASS

On Kronox's own balance sheet this is the cleanest pillar in the set. At March 31, 2026: borrowings of Rs
1.61 cr against net worth of Rs 116 cr, about Rs 46 cr of bank balances plus about Rs 19 cr of longer term
deposits, total assets of Rs 128 cr with no pledged shares anywhere in the structure and no debt funded
expansion in the company's history. The IPO raised no fresh capital because none was needed. The
fortress survived the company's own worst year (FY24, when revenue fell 6%) without a scratch, because
there was nothing to scratch: no lender, no covenant, no refinancing wall.

One forward watch item, stated plainly so the pass is an honest one: the fortress now sits inside a
leveraged group. Indo Borax borrowed Rs 225 cr to buy control, and whether Kronox's cash remains
ring-fenced for Kronox's own Dahej plans, or is upstreamed to service the parent's acquisition debt, is a
governance question the next two balance sheets will answer. The pillar grades the fortress as it stands
today, and as it stands, it passes without deduction.
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Pillar 5: Free Cash Flow, PASS
GRADE: PASS

Kronox converts profit into cash the way the engine wants to see. Free cash flow was positive in every
year from FY20 to FY26 on Screener's series (Rs 3 cr, Rs 10 cr, Rs5cr, Rs 11 cr, Rs 5 cr, Rs 28 cr, Rs 21
cr), operating cash flow reached Rs 31 cr in FY25 and Rs 24 cr in FY26, and FY26 operating cash flow
was about 98% of operating profit after FY25's 120%. Cumulative free cash flow across FY22 to FY26 is
about Rs 70 cr on cumulative PAT of about Rs 105 cr, with the gap explained by the working capital build
of a growing receivables book (76 debtor days) rather than by capex, which has been minimal.

The watch item is that this pillar has been easy to pass precisely because the company was not investing:
capex stayed tiny while Dahej stalled. The new owner's expansion (the Axiom SEZ plant, and Unit IV if it
proceeds) will consume real cash from FY27, and the pillar will then be tested on the harder version of the
guestion, whether growth capex earns its return. On the record to date: PASS.
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Summary

e Pillar 1. Sunrise: PARTIAL, a structural pharma and research demand backdrop that Kronox's own
2% three-year revenue compounding has not yet captured

e Pillar 2. Leadership: PARTIAL, founders who built superbly and exited at Rs 103.22 per share; a
new, unproven team under a leveraged parent

e Pillar 3. Moat: PARTIAL, qualification stickiness and catalogue breadth are real, but narrow,
concentrated and not visible in pricing led growth

e Pillar 4. Iron Fortress: PASS, Rs 1.61 cr of borrowings against about Rs 64 cr of bank balances and
deposits; ring-fencing under the new parent is the watch item

e Pillar 5. Free Cash Flow: PASS, FCF positive every year since FY20, with FY26 operating cash flow
at about 98% of operating profit

Two of five pass. The engine's read: this is a fortress balance sheet and a cash machine attached to a
slow growth niche business, in the middle of a control transition whose price the founders set at Rs 103.22
and the market has reset to Rs 218. That matches the investment report's 57/100 Neutral: the two hardest
pillars to fake (fortress, cash flow) pass cleanly, and the three that decide the next five years (sunrise
capture, leadership, moat) are all open questions under new ownership.

What changes the grade: Sunrise upgrades if Dahej capacity converts into two consecutive years of
double digit revenue growth. Leadership upgrades if the new team delivers that growth while keeping
Kronox's cash at Kronox, and downgrades on any inter-company extraction or a second missed Dahej
timeline. Moat upgrades on evidence of share gains or price led growth; Iron Fortress downgrades the
moment acquisition related leverage or guarantees touch Kronox's own balance sheet.
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Sources

Screener.in, Kronox Lab Sciences company page (financials, cash flows, ratios, shareholding),
accessed October 15, 2026

Exchange filings and deal coverage of the Indo Borax acquisition (SPA August 20, 2026; completion
September 29, 2026; open offer at Rs 157.27, October 15 to 29, 2026; board outcome October 14,
2026)

Kronox Lab Sciences IPO prospectus summaries (products, qualifications, concentrations, Dahej
plan)
India Ratings action on Indo Borax (August 31, 2026), as reported in deal coverage

Full source list in the companion investment report.
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