Supriya Lifescience Ltd — FY 2025 Annual Report Analysis

Annual Report Analysis (Consolidated)

Investor Snapshot

# Analytical point Sentiment

Supriya Lifescience maintains a dominant niche in the API market with 85% export intensity and a
top-3 global ranking in three key molecules, supported by a 56% capacity expansion to 932 KLPD.

Revenue grew 22.12% YoY to [6,964.85 Cr, driven by strong demand in regulated markets and a
strategic focus on high-value cardiovascular and anti-diabetic segments.

Operating margins remain robust at 35.71%, underpinned by deep backward integration in 15 of 38
APIs, which provides a structural hedge against raw material volatility.

Operational efficiency is high with ROCE improving to 25.26% from 18.36%, reflecting the strong
earning power of core manufacturing assets.

The balance sheet is exceptionally liquid and debt-free (0.0x D/E), featuring a 704x interest coverage
ratio and cash flow from operations exceeding PAT.

WIP inventory exploded by 614.96% to 279.55 Cr, indicating significant production bottlenecks or an
inability to convert newly commissioned capacity into immediate sales.

Capital allocation is inefficient with 287.31 Cr of CWIP at the Ambernath facility stalled for over three
years, posing a material risk of future impairment charges.

Earnings quality is compromised by aggressive accounting, including a reduction in ECL provisions
and a massive 660.34 Cr (10% of revenue) locked in non-core "advances against property."

Governance concerns are paramount as promoter remuneration reached 118.49 Cr (6.3% of PAT),
exceeding the 5% threshold and suggesting excessive extraction of minority interest.

Related Party Transactions (RPTs) are a key risk, highlighted by a 43.55 Cr property transaction with
the Chairman and increasing customer concentration (Top 10 = 58% of revenue).

The outlook hinges on the "Next Orbit" growth phase targeting (1,000 Cr revenue by FY27, contingent on the
successful utilization of Module E and stabilization of manufacturing flows.

Investment View: Watch; while operationally superior, the stance remains neutral pending a 50% reduction in
property advances and the capitalization of stalled CWIP.

1. Business overview (In Bullet Points)

* Business Segments & Niche Dominance: Supriya Lifescience (SLS) operates in niche APl segments,
maintaining a top-3 global position in "Cash Cow" products including Chlorphenamine Maleate, Ketamine
HCI, and Salbutamol Sulphate.

* Revenue Drivers: Growth is primarily export-led (85% of revenue), leveraging high entry barriers in regulated
markets and a diversified portfolio of 38 APlIs.

 Cost Drivers & Backward Integration: 15 out of 38 APIs are backward integrated, providing a significant
moat against volatile raw material pricing and supply chain disruptions.

 Capacity Additions: The commissioning of Module E at Lote Parshuram has increased manufacturing
capacity by 56%, from 597 KLPD to 932 KLPD, signaling a shift toward scale-driven global supply.



» Expansion Plans: Management is targeting (11,000 Cr revenue by FY 2026-27, implying a high double-digit
CAGR.

» Therapeutic Pivot: The company is expanding beyond Antihistamines and Anaesthetics into high-volume
Cardiovascular and Anti-diabetic segments.

* Geographical Presence: Strong global footprint with 85% export intensity; Europe is the largest market,
contributing 41% of total revenue.

» Customer Concentration: Significant reliance on top-tier clients (Haleon, Sanofi, Teva); the top 10
customers now account for 58% of revenue, up from 49% in FY24.

* R&D Strategy: Dual-lab strategy with Lote Parshuram focusing on process optimization and Ambernath
dedicated to new molecule development.

2. Management commentary & outlook

« Strategic shift from recovery to aggressive scaling under the "Next Orbit" branding, supported by massive
capacity expansion.

« Explicit revenue guidance of [1,000 Cr by FY 2026-27, necessitating aggressive market share gains in new
therapeutic areas.

» Formalization of generational leadership transition with Dr. Saloni Wagh (MD) and Shivani Wagh (Joint MD)
taking operational control.

 Focus on Cardiovascular and Anti-diabetic segments to drive future volumes, moving away from purely low-
volume niche plays.

« Positioning as a "de-risked" alternative to Chinese suppliers to capitalize on the global "China +1"
procurement strategy.

» Acknowledgment of geopolitical risks, specifically the Red Sea crisis and global tariff volatility, as potential
headwinds for the export-heavy model.

* Emphasis on maintaining "Creditworthiness" (ICRA A Positive) to potentially leverage the balance sheet for
future M&A or expansion.

» Management Tone: The leadership exhibits an aggressively optimistic and growth-hungry posture,
characterized by high risk appetite and a "corporate" evolution. However, this optimism is tempered by a
notable lack of transparency regarding the stagnant (657 Cr property advance and a "Promoter-First"
decision-making culture that prioritizes family control over professional C-suite expansion.



3. Financial analysis

3.1 Financial statements

P&L statement ((JCr)

Line item
Sales
Expenses
Operating Profit
OPM %

Other Income
Interest
Depreciation
Profit before tax
Tax %

Net Profit

EPS (O

Dividend Payout %

Balance sheet ([ICr)

Line item
Equity Capital
Reserves
Borrowings
Other Liabilities
Total Liabilities
Fixed Assets
CWIP
Investments
Other Assets

Total Assets

FY current

FY current

FY prior

FY prior



Cash flow statement ((ICr)

Line item FY current FY prior
Cash from Operating Activity — —
Cash from Investing Activity — —
Cash from Financing Activity — —
Net Cash Flow — —
Free Cash Flow — —

CFO/OP = =

Key ratios

Line item FY current FY prior
Debtor Days — —
Inventory Days — —
Days Payable — —
Cash Conversion Cycle — —
Working Capital Days — —

ROCE % = =

3.2 Financial analysis summary

* Revenue from operations grew by 22.12% to [6964.85 Cr, primarily driven by Export Sales which constitute
84.51% of total turnover, though quality is slightly diluted by [71.70 Cr in foreign currency fluctuation gains
recognized within Other Operating Revenue.

» Operating Profit margins remained stable at 35.71%, but value leakage is evident as Distribution Expense
surged 87.19% to [233.45 Cr and Repairs and Maintenance (Plant) spiked 111.45% to [215.55 Cr,
significantly outpacing Revenue growth.

* Net Profit of [1880.79 Cr was bolstered by a non-cash Other Income component of [565.65 Cr from fair value
adjustments of Investments, while the effective tax rate remained competitive at 24.37%.

 Trade Receivables increased by 20.31% to [1343.62 Cr, largely in line with Revenue growth, but collection
risk has heightened with [52.70 Cr now outstanding for over 6 months compared to nearly zero in the prior
year.

« Inventory levels show a structural mismatch as Finished Goods decreased to [187.50 Cr while Work-in-
Progress (WIP) exploded by 614.96% to [279.55 Cr, indicating production bottlenecks that may delay future
CFO generation.

» Working Capital efficiency deteriorated as the Cash Conversion Cycle stretched to 92.67 days, driven by
higher Inventory Days (61.34) and a sharp reduction in Advance from customers from [148.68 Cr to [43.55
Cr, suggesting weakening bargaining power.

» Balance Sheet strength is characterized by a zero-debt position with Total Debt at [D.00 Cr, though the
company maintains Lease Liabilities of [563.80 Cr discounted at a proxy borrowing rate of 9.00%.

* Fixed Assets and CWIP analysis reveals significant execution risk, with [(287.31 Cr of CWIP at the
Ambernath facility stalled for over 3 years, potentially requiring future impairment if not capitalized into the
Gross Block.



« Capital Allocation is under scrutiny due to [660.34 Cr being locked in Advance against property,
representing nearly 10% of Revenue and exceeding the net block of factory buildings, limiting liquidity for
core Capex.

* ROCE and ROE stand at 25.26% and 19.18% respectively, but these returns are being diluted by high
related-party outflows, including Promoter Remuneration of [118.49 Cr (6.3% of PAT) and CSR spending of

[21.50 Cr routed through a promoter-controlled foundation.

» Other Assets are dominated by the [660.34 Cr property advance and [277.62 Cr in balances with
government authorities, which together trap significant liquidity; Other Liabilities spiked to [B1.77 Cr without
detailed explanation, suggesting potential accrual management.

» Other Expenses were impacted by a 4x increase in R&D Expenses to [40.46 Cr and a surge in Legal and
Professional Fees to [63.32 Cr, reflecting the costs of the "Next Orbit" transition and regulatory compliance.

» Overall Synthesis: The dominant financial theme of the year is "Growth at the Cost of Efficiency," where
robust Revenue and Operating Profit are offset by massive capital lock-ups in non-core property advances,
stalled CWIP, and aggressive promoter-related cash extractions.

3.3 Contingent liabilities & commitments

* Bank Guarantees: [B3.43 Cr (FY25) vs [28.04 Cr (FY24).
« Disputed Tax Demands: [6.55 Cr currently pending before Tribunals.
* Disputed Customs Demands: A new dispute of [1.67 Cr emerged in FY25 with the Commissioner of

Customs.
* Total Risk: Total contingent liabilities are minimal at [#1.65 Cr, representing a very low risk relative to the
company's Net Worth of [9,806.63 Cr.



3.9 Earnings quality & forensic checks

# Check

10

11

12

13

14

15

16

PAT vs CFO trend

Receivables & channel-
stuffing signal

Revenue timing

Revenue from related
parties %

Inventory vs revenue
growth

Inventory valuation
method change

Exceptional items in
operating profit

Depreciation rate vs
useful life policy

Provision reversals
boosting PAT

Tax rate consistency +
cash tax vs P&L tax

CWIP age and stalling
projects

Deferred tax asset
recognition adequacy

RPT quantum and trend

Dividend paid vs FCF
adequacy

Asset Title Risk

Actuarial Assumption
Aggressiveness

Impact

Profit | — non-cash fair value gains of [55.65
Cr inflate PAT without cash inflow.

Revenue 11 — WIP inventory exploded 614%
while finished goods fell, suggesting production
bottlenecks.

Revenue | — sharp 70% drop in customer
advances suggests slowing future order
pipeline.

Neutral — revenue is primarily export-driven
(84.5%) with no significant RPT sales noted.

Profit 1 — WIP inventory growth (614%) vastly
exceeds revenue growth (22.12%), risking
obsolescence.

Neutral — company continues to use lower of
cost or net realizable value.

Profit + — foreign currency gains of [¥1.70 Cr
included in operating revenue.

Profit 1 — 15-year life for plant machinery may
understate tech obsolescence risks.

Profit 1 — ECL provision decreased despite
20% higher receivables, boosting paper profits.

Neutral — effective tax rate of 24.37% is
consistent with new regime.

Profit | — [287.31 Cr in CWIP aged >3 years
risks future impairment charges.

Neutral — no significant concerns noted
regarding DTA recoverability or recognition.

Profit | — high promoter remuneration
(C118.49 Cr) represents 6.3% of PAT leakage.

Profit | — large "Advance against property"
(£660.34 Cr) consumes cash available for
dividends.

Neutral — Motor Cars worth [6.02 Cr not held

in the name of the Company.

Profit 1 — Reduction in discount rate for
gratuity while maintaining 10% salary growth.

4. Management & governance

Status

Notes detail

Fair value adjustments and
inventory mismatch drag CFO.

& Show WIP surge outpaces
sales growth of 22.12%.

Indicates potential slowdown in
order bookings or tighter credit.

& Confirm revenue is largely from
external global markets.

Highlights mismatch between
production stages and final sales.

Accounting policies remain
consistent with prior year.

Suggests operating growth is
partially driven by currency
tailwinds.

Standard lives used despite high-
tech nature of API manufacturing.

Shows optimistic credit view
despite [(52.70 Cr aging >6
months.

Confirms adoption of lower tax
regime for consistency.

Indicates potential project delays
or cost overruns at Ambernath.

And tax notes show standard
accounting treatment.

Shows significant value extraction
via remuneration and CSR.

Suggests significant capital
locked in non-operational real
estate.

Indicates failure to remediate
prior year control lapses.

Increases long-term liabilities but
suggests aggressive
assumptions.

A. Auditor Report & Key Audit Matters * Revenue Recognition: Auditor focused on the risk of inappropriate
recognition due to the complexity of "chargebacks, rebates, and allowances." Management uses historical data



for estimates, flagged as a high-judgment area. * Expected Credit Loss (ECL): Auditor scrutinized the
"Simplified Approach.” Despite a 20.31% increase in receivables, the provision for doubtful debts was reduced
from [7.45 Cr to [4.87 Cr, flagged for management's optimistic credit risk assessment. * Actuarial
Assumptions: The reduction in the discount rate for gratuity (6.90% to 6.86%) while maintaining a high 10%
salary growth rate was noted as a factor increasing long-term liabilities. * Internal Control Observations: The
auditor highlighted that Motor Cars worth [6.02 Cr are not held in the name of the Company, a recurring
deficiency from the prior year.

B. Related Party Transactions | Party | Relationship | Nature | Amount (COCr) | Concern | | i--- | === | === | :==- | == |
| Satish W. Wagh | Chairman/Promoter | Remuneration | 118.49 Cr | 6.3% of PAT; excessive extraction | |
Satish W. Wagh | Chairman/Promoter | Property Transaction | 43.55 Cr | High-value asset deal with promoter
| | Saloni S. Wagh | Managing Director | Remuneration | 25.20 Cr | 43.5% YoY growth in pay | | Shivani S. Wagh
| Joint MD | Remuneration | 25.20 Cr | 43.5% YoY growth in pay | | Satish Wagh Foundation | Promoter
Controlled | CSR Contribution | 21.50 Cr | 66.7% of total CSR routed to family entity | | Satish W. Wagh |
Chairman/Promoter | Rent Paid | 5.70 Cr | Related party lease |

C. Shareholding * Promoter: 68.24% * Fll: 4.12% * DII: 6.55% * Public: 21.09% * Pledged Shares: 0.00%

D. Board Composition + KMP Compensation * Board Composition: 10 Directors; 50% Independent; 4 Women
Directors (all from the Wagh family except one). * KMP Compensation Analysis: * Satish W. Wagh
(Chairman): [118.49 Cr (4.54% of EBITDA). * Saloni S. Wagh (MD): [25.20 Cr (43.51% YoY growth). * Shivani
S. Wagh (Joint MD): [25.20 Cr (43.51% YoY growth). * Krishna Raghunathan (CFO): [4.15 Cr. * Correlation:
Aggregate family compensation ([168.89 Cr) grew by 12.13%, lagging EBITDA growth (62.19%), but the 43.5%
hike for the next-generation MDs significantly outpaces revenue growth (22.12%).

F. Capital Allocation & Capex | Action | FY current (OCr) | FY prior (Cr) | % of CFO | Signal | | :--- | ---: | ---: | :---
| :--- | | Dividends | 8.05 Cr | 6.44 Cr | 0.65% | Positive | | Capex | 845.30 Cr | 63.54 Cr | 67.86% | Positive | |
Aged CWIP (>3 Years) | 287.31 Cr | 588.51 Cr | 23.07% | — | | Advance against Property | 660.34 Cr | 557.36 Cr
| 53.01% | — | | R&D Investment | 40.46 Cr | 10.85 Cr | 3.25% | Positive |

* CFO Coverage: CFO ([1245.60 Cr) comfortably covers the [845.30 Cr capex (1.47x coverage).
» Capex Nature: Growth-oriented; Module E commissioning increased capacity to 932 KLPD.

» Deployment Efficiency: The WIP inventory surge of 614% suggests new capacity is not yet efficiently
converting into sales.

» Key Takeaways: Strong operational cash generation is offset by high capital lock-up in the [660.34 Cr
property advance (10% of revenue), a major forensic red flag.

H. Risks * Geographic Concentration: 85% revenue from exports; 41% from Europe. Impact: High sensitivity
to EU regulatory shifts and FX volatility. (Severity: High) * Capital Lock-up: [660.34 Cr in property advances
and [287.31 Cr in aged CWIP. Impact: Non-productive assets drag down ROCE and liquidity. (Severity: High) *
Customer Concentration: Top 10 customers contribute 58% of revenue. Impact: Loss of a single key account
(e.g., Haleon) would severely impact topline. (Severity: Medium) * Production Bottleneck: WIP inventory
surged 614.96% to [279.55 Cr. Impact: Indicates manufacturing inefficiencies or inability to clear new capacity.
(Severity: Medium)



5. Scorecard & verdict

Part a: scorecard

Dimension Key evidence One-line rationale
. . Top-3 global in 3 APIs; 85% Strong niche moat and backward integration
Business quality 4 - o - .
exports; 56% capacity hike. offset by rising customer concentration.
. . D/E 0.0x; Interest Coverage Exceptional balance sheet strength with
Financial health 5} - .
704x; CFO > PAT. zero debt and strong cash generation.
WIP surge 614%; [660 Cr . . .
) ) - Aggressive accounting estimates and
Earnings quality 2 ! property advance; ECL provision ) :
t massive non-core capital lock-up.
cut.
Management & 5 . Promoter pay 6.3% of PAT; [43 Excessive family remuneration and RPTs
governance Cr property deal with Director. outweigh strong operational execution.
Capital allocation & 3 ROCE 25.2%; [287 Cr stalled Strong returns on core assets are diluted by
earnings visibility - CWIP; [k Cr revenue target. stalled projects and non-core advances.

Business positives (for this company this year) * Capacity Expansion: Commissioning of Module E
increased capacity by 56% to 932 KLPD, enabling the "Next Orbit" growth phase. * Debt-Free Status:
Maintained a zero-debt balance sheet with a 704x interest coverage ratio. * Operational Efficiency: ROCE
improved to 25.26% from 18.36%, driven by strong export margins. * Backward Integration: 15 of 38 APIs are
now backward integrated, protecting margins against raw material volatility. * R&D Acceleration: R&D spend
increased 4x to [40.46 Cr, focusing on high-value Cardiovascular and Anti-diabetic segments.

Business negatives | concerns (for this company this year) * Capital Misallocation: [660.34 Cr (10% of
revenue) remains locked in "Advance against property,” a non-core asset. * Excessive RPTs: Promoter
remuneration at [118.49 Cr (6.3% of PAT) and a [43.55 Cr property transaction with the Chairman. * Production
Bottlenecks: WIP inventory exploded by 614.96% to [279.55 Cr, suggesting inability to convert new capacity to
sales. * Stalled Projects: [287.31 Cr of CWIP at the Ambernath facility has been stalled for over 3 years. *
Customer Concentration: Top 10 customers now account for 58% of revenue, increasing "key account”
vulnerability.

Overall scorecard summary Supriya Lifescience presents a dichotomy of exceptional operational strength and
concerning governance practices. While the company maintains a pristine, debt-free balance sheet and high
ROCE driven by its niche APl moat, the quality of earnings is marred by aggressive accounting (ECL provision
cuts) and significant capital leakage. Governance is the primary weak point, with excessive promoter
remuneration and large non-core property advances suggesting a lack of focus on minority shareholder
interests. The business is on a stable operational trajectory but a deteriorating governance trajectory.



Part b: governance check matrix

# Check Status
1 Audit opinion clean? —
2 Promoter pledge = 0? —
3 KMP pay < 5% of PAT? —
4 RPT quantum < 5% of revenue? —
5 Board > 50% independent? —
6 At least 1 woman director? —
7 No statutory dues outstanding? —
8 No fraud reported? —
9 Audit trail enabled? —
10 Frequent Auditor change =

Total: 9/10 — Governance Rating: 2 (Rating downgraded due to the severity of KMP pay and property RPTS)
Part c: investor verdict

Thesis: A high-margin, debt-free API specialist with a strong niche moat, currently undergoing a massive
capacity-led growth phase but hampered by significant governance-related capital leakage. Overall stance:
Watch Rationale: Operational excellence is currently overshadowed by the [660 Cr property advance and
excessive promoter extraction. Re-evaluate when: Advance against property reduces by >50% OR Ambernath
CWIP is capitalized into the gross block. BULL CASE: Rapid utilization of Module E leads to [1,000 Cr revenue
by FY27 with OPM sustained at >35%. BEAR CASE: Impairment of stalled CWIP and property advances leads
to a significant one-time hit to Net Worth and ROCE. Key monitorable: WIP Inventory: [279.55 Cr - Watch for
reduction to <100 Cr as capacity stabilizes.



7. Year-over-year analysis

7.1 Changes

Metric | theme

Summary a status

Summary b status

Forensic takeaway

OPM expanded to 42.75%

Margin . :
. driven by cost leadership
Trajectory .
and export mix.
. WIP inventory fell 87% to
Working N
. [B9.10 Cr, indicating
Capital (WIP) . .
efficient clearing.
Capital [657.36 Cr locked in
Allocation stagnant "Advance against
(Property) property."
N Customer advances surged
Order Visibility
170% to [148.68 Cr.
[688.51 Cr of capital stalled
Aged CWIP
for >3 years at Ambernath.
. Receivables grew 31.9%,
Receivable significantly outpacin
Discipline g y oulp g

revenue.

7.2 Persistent patterns

OPM normalized to
35.71% despite revenue
growth.

WIP inventory exploded
614% to [279.55 Cr.

Property advances
escalated to [660.34 Cr.

Customer advances
collapsed by 70% to
[43.55 Cr.

Aged CWIP (>3 years)
reduced to [(287.31 Cr.

Receivables grew 20.3%,
largely in line with
revenue growth.

Profitability has mean-reverted as rising
distribution and maintenance costs outpace top-
line gains.

The massive surge in work-in-progress suggests
severe production bottlenecks or an inability to
synchronize new capacity with market demand.

Continued capital diversion into non-core real
estate advances signals a persistent and growing
drain on shareholder liquidity.

The sharp reversal in advances suggests a
weakening forward order book and diminished
bargaining power with global clients.

While some stalled capital was likely capitalized,
nearly [BOO Cr remains non-productive and at
risk of future impairment.

Management has moderated the previous year's
aggressive credit extension, though aging in the
>6-month bucket has worsened.

» Excessive Promoter Extraction: KMP remuneration remains an extreme outlier, with the Chairman’s pay
consistently exceeding 6% of PAT (reaching as high as 9.7% in the prior year).

* Promoter-Centric CSR: Social responsibility spending is systematically routed through the Satish Wagh
Foundation, a promoter-controlled entity, rather than independent agencies.

» Family-Dominated Governance: The board remains heavily concentrated with the Wagh family (CMD,
spouse, and two daughters), maintaining absolute promoter control over strategic decisions.

* Pristine Solvency Profile: The company has consistently maintained a zero-debt balance sheet (excluding
leases) with exceptionally high interest coverage ratios across both periods.

« Internal Control Lapses: Auditors continue to flag that company-funded motor cars are not held in the
name of the company, indicating a failure to remediate basic governance deficiencies.

* Export-Heavy Revenue Mix: A sustained reliance on exports (80-85% of revenue) keeps the company
perpetually exposed to foreign currency volatility and EU regulatory shifts.

* Niche API Moat: The company maintains its global top-3 market position in core "cash cow" molecules,
supported by high levels of backward integration.

* Non-Core Capital Lock-up: A significant double-digit percentage of the company's net worth remains
consistently trapped in non-productive assets (Property Advances and Aged CWIP).
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