Piramal Pharma Ltd — FY 2026 Annual Report Analysis

Annual Report Analysis (Consolidated)

Source: CRORES. All figures  Crores. Pipeline: v5-Gemini — Wila - W3 - W1b+W2+WZ2F (parallel, notes-
injected) - Merge.

Investor Snapshot

# Analytical Point Sentiment

Piramal Pharma operates as a niche leader in anesthesia (48% US Sevoflurane share) and CDMO services,

O
currently undergoing a high-leverage transition toward specialty hospital products.
Revenue contracted by 3.08% to [8,869 Cr, primarily dragged down by a 6% decline in the CDMO segment 0
due to cyclical biotech funding headwinds.
Operating margins collapsed with EBITDA falling 36%, pressured by high operating leverage and a shift 0
toward lower-margin product mixes during the transition.
The bottom line swung to a Net Loss of [B26 Cr from a [91 Cr profit, exacerbated by (196 Cr in exceptional 0
losses and a 3% ROCE.
Total debt escalated to [5,495 Cr (D/E ~0.8x) to fund the Kenalog® acquisition, though finance costs fell 19% 0
following successful lower-rate refinancing.
Reported CFO of 1,653 Cr is of low quality, heavily inflated by [B02 Cr in receivable factoring and a [¥78 Cr 0
increase in trade payables.
Capex of [890 Cr remains aggressive despite declining revenues, focusing on capacity at Digwal and Dahej 0
that currently suffers from low utilization.
Earnings quality is compromised by a 32.5% inventory bloat to [B,064 Cr (345 days) and the recognition of 0
[633.98 Cr in Deferred Tax Assets despite current losses.
Governance concerns emerged as KMP remuneration rose 67.8% to [21.48 Cr amidst a profit collapse, 0
alongside a [175.82 Cr impairment of R&D intangibles.
Regulatory compliance remains a core competitive advantage, maintaining a "Zero OAI" status since 2011 0
with five clean USFDA inspections in 18 months.
The outlook hinges on a FY2027 "resurgence" narrative, requiring a recovery in global biotech funding and 0
successful integration of the Kenalog® specialty brand.
Investment View: WATCH; stance remains cautious until inventory days drop below 250 and EBITDA margins 0

sustainably exceed 15%.

FINAL RESEARCH SUMMARY: PIRAMAL PHARMA LTD (PPL) | FY 2026

1. BUSINESS OVERVIEW

* Business Segments: Operates through three primary verticals: Piramal Pharma Solutions (PPS - CDMO),
Complex Hospital Generics (CHG), and Piramal Consumer Healthcare (PCH - OTC).

* Revenue Drivers: CDMO (55% contribution) driven by innovation-related molecules; CHG (31%) driven by
US market leadership in inhalation anesthesia; PCH (14%) driven by power brands and e-commerce.



« Cost Drivers: High fixed-cost structure with employee benefits at 27% of revenue; significant R&D
capitalization; energy and raw material costs; and rising discount intensity (15.8% of gross sales).

* Industry Position: Global leader in Sevoflurane (48% US market share); niche player in high-entry-barrier
CDMO services like ADCs and potent substances.

» Expansion Plans: Scaling innovation through a "FY2030 Vision"; focus on "Differentiated Offerings" which
now comprise 40% of CDMO revenue.

» Acquisitions: Completed the acquisition of Kenalog® from BMS for $35M upfront to pivot toward Specialty
Hospital Products.

» Capacity Additions: Deployed [890 Cr in Capex despite net losses; focus on asset utilization at Digwal and
Dahej facilities.

» Segment Performance: PPS contracted 6.07% due to biotech funding "winter"; CHG faced global
headwinds outside the US; PCH grew 16.98% with e-commerce surging 48%.

» Geographical Presence: Strong US fortress in CHG; global integrated network of 17 facilities; clearing 5
USFDA inspections in 18 months with a "Zero OAI" record since 2011.

2. MANAGEMENT COMMENTARY & OUTLOOK

» Management frames FY 2026 as a "Year of Reset" or a "Transitional Year" to justify the significant financial
regression and EBITDA contraction.

* Strategy is shifting toward a long-term "FY2030 Vision," moving the focus away from current-year losses
toward future "Resurgence."

» Growth guidance for FY2027 relies on the recovery of global biotech funding and the successful integration of
the Kenalog® acquisition.

» Demand environment is described as "subdued" for early-stage CDMO orders due to inventory destocking
and macro factors like the Middle East conflict.

» Competitive intensity is rising, particularly in ex-US hospital markets, necessitating higher discounts and a
shift toward niche specialty products.

« New projects include 157 molecules in the CDMO pipeline, with 47% being innovation-related, though
regulatory attrition remains a risk.

» The Kenalog® partnership with BMS includes a $65M contingent "earn-out" structure, signaling a cautious
but necessary bet on margin-accretive specialty brands.

 Long-term vision emphasizes "Scaling Innovation" and maintaining a "Quality First" culture to leverage their
pristine USFDA compliance record.

« Management Tone: The narrative is one of "Calculated Resilience."” Management is effectively "kitchen-
sinking" FY2026 by blaming external macro factors and taking large impairments to set a low base for
FY2027. While the tone is defensively optimistic, there is a visible "say-do" gap regarding return on capital
and working capital efficiency. (LAST BULLET POINT)

3. FINANCIAL ANALYSIS

3.1 Financial Statements

Source: Screener.in — all monetary values in  Crores. Use these numbers directly.



P&L Statement ((JCrores)

Line Item Mar 2026 Mar 2025
Sales - 8,869.00 9,151.00
Sales Growth % -3.08 11.99
Expenses - 7,947.00 7,706.00
Material Cost % - 36.51 35.31
Raw material cost 3,426.00 3,473.00
Change in inventory -188.00 -241.00
Manufacturing Cost % 0.00 10.03
Employee Cost % 27.24 25.25
Other Cost % 25.85 13.62
Operating Profit 922.00 1,445.00
OPM % 10.00 16.00
Other Income - 74.00 208.00
Exceptional items -196.00 10.00
Other income normal 270.00 197.00
Interest 341.00 422.00
Depreciation 831.00 816.00
Profit before tax -176.00 415.00
Tax % 85.00 78.00
Net Profit - -326.00 91.00
Exceptional items AT -34.00 2.00
Profit excl Excep -292.00 89.00
Profit for PE -292.00 89.00
Profit for EPS -326.00 91.00
Profit Growth % -429.00 461.00
EPSinRs -2.45 0.69

Dividend Payout % 0.00 20.00



Balance Sheet ((ICrores)

Line Item Mar 2026 Mar 2025
Equity Capital 1,327.00 1,324.00
Reserves 6,835.00 6,801.00
Borrowings - 5,675.00 4,856.00
Long term Borrowings 4,300.00 3,214.00
Short term Borrowings 1,196.00 1,506.00
Lease Liabilities 179.00 136.00
Other Liabilities - 4,128.00 2,447.00
Trade Payables 2,479.00 1,534.00
Advance from Customers 0.00 223.00
Other liability items 1,649.00 690.00
Total Liabilities 17,965.00 15,429.00
Fixed Assets - 8,985.00 8,133.00
Land 0.00 434.00
Building 0.00 2,128.00
Plant Machinery 0.00 4,579.00
Equipments 0.00 90.00
Furniture n fittings 0.00 109.00
Vehicles 0.00 3.00
Intangible Assets 4,142.00 1,148.00
Other fixed assets 0.00 4,585.00
Gross Block 0.00 13,077.00
Accumulated Depreciation 0.00 4,943.00
CWIP 799.00 977.00
Investments 437.00 291.00
Other Assets - 7,744.00 6,028.00
Inventories 3,064.00 2,313.00
Trade receivables 2,158.00 2,350.00
Cash Equivalents 1,224.00 501.00
Loans n Advances 40.00 226.00
Other asset items 1,258.00 638.00

Total Assets 17,965.00 15,429.00



Cash Flow Statement (CICrores)

Line Item Mar 2026 Mar 2025
Cash from Operating Activity - 1,653.00 892.00
Profit from operations 1,336.00 1,714.00
Receivables 217.00 -233.00
Inventory -798.00 -197.00
Payables 778.00 18.00
Other WC items 329.00 -75.00
Working capital changes 527.00 -488.00
Direct taxes -210.00 -334.00
Cash from Investing Activity - -826.00 -488.00
Fixed assets purchased -890.00 -664.00
Fixed assets sold 13.00 5.00
Investments purchased -992.00 -1,874.00
Investments sold 890.00 1,999.00
Interest received 6.00 0.00
Dividends received 38.00 46.00
Investment in group cos 0.00 0.00
Acquisition of companies 0.00 0.00
Other investing items 109.00 -1.00
Cash from Financing Activity - -39.00 -441.00
Proceeds from shares 3.00 0.00
Proceeds from borrowings 1,887.00 1,113.00
Repayment of borrowings -1,567.00 -1,065.00
Interest paid fin -296.00 -447.00
Dividends paid -19.00 -14.00
Financial liabilities -47.00 -28.00
Other financing items 0.00 0.00
Net Cash Flow 788.00 -37.00
Free Cash Flow 776.00 233.00

CFO/OP 202.00 85.00



Key Ratios ([JCrores)

Line Item Mar 2026 Mar 2025
Debtor Days 89.00 94.00
Inventory Days 345.00 261.00
Days Payable 279.00 173.00
Cash Conversion Cycle 155.00 182.00
Working Capital Days 50.00 60.00
ROCE % 3.00 6.00

3.2 Financial Analysis Summary

* Revenue from operations declined by 3.08% to [8,869.00 Cr, as a 6.07% contraction in the core Global
Pharma segment was only partially offset by 16.98% growth in the OTC segment.

* EBITDA collapsed by 36.19% to [922.00 Cr, leading to a sharp drop in OPM % from 16.00% to 10.00%,
exacerbated by discounts reaching 15.84% of gross sales.

 PAT collapsed to a Net Loss of -[826.00 Cr, heavily impacted by Exceptional items of -[196.00 Cr,
including a (175.82 Cr impairment of Intangible assets under development.

» CFO surged to [1,653.00 Cr from [892.00 Cr, but this is of low quality as it was driven by a [778.00 Cr
increase in Trade Payables and the "off-balance sheet" factoring of [(802.60 Cr in Trade Receivables.

* Inventory on the Balance Sheet bloated by 32.51% to [B,064.44 Cr, consuming [798.00 Cr of cash and
pushing Inventory Days to 345 days from 261 days.

* Total Debt increased to [5,495.48 Cr, with Long term Borrowings rising 33.78% to fund acquisitions and a
[B31.94 Cr commitment for Kenalog®, while Finance Cost fell to [840.80 Cr due to refinancing.

» ROCE deteriorated from 6.00% to 3.00%, reflecting poor capital efficiency as the expanding Gross Block
and Capex of (890.00 Cr have yet to translate into incremental Revenue.

* Net Worth is supported by [533.98 Cr of Deferred Tax assets recognized on brought-forward losses, which
depends entirely on a return to profitability that is not yet evident.

» Other Assets include [233.82 Cr in balances with government authorities (GST/VAT), while Other Liabilities
saw a spike in Other Payables to [194.86 Cr due to US Medicaid rebates.

» Other Expenses were impacted by a [41.81 Cr Loss due to fire, representing a significant one-off operating
drain on the P&L.

» The dominant financial theme of the year is a high-risk transition where an accounting loss and R&D failures
are being masked by aggressive working capital management and debt-funded expansion.

3.3 Contingent Liabilities & Commitments

« Capital Commitments: [582.75 Cr (down from [B07.16 Cr in FY25).

» Export Obligations: Surge in Advance License obligations to [203.61 Cr (from [18.74 Cr); failure to meet
targets could result in significant duty/interest penalties.

 Product Acquisition: A major commitment of [B31.94 Cr to acquire the Kenalog® product from Bristol Myers
Squibb.
» Tax Disputes: Disputed Tax/Excise/GST demands amounting to [80.07 Cr.

« Litigation: TSPCB Pollution Dispute involving [11.86 Cr and a share of contingent liabilities in associate
(AbbVie) of [80.20 Cr.



3.9 Earnings Quality & Forensic Checks



# Check

1

N

PAT vs CFO trend

Receivables &
channel-stuffing
signal (receivables +
inventory build vs
revenue)

Revenue timing
(unbilled / contract
assets + deferred
revenue / advances)

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

Impact

Profit 1 — cash generation
exceeds accounting loss;
(1,653 Cr CFO vs -[B26 Cr
PAT.

Revenue 11 — factoring
masks collection slowdown;
adjusted receivables +
inventory rose 15% vs -3%
sales.

Revenue 1t — strong future
visibility; contract liabilities
spiked 70% signaling robust
CDMO order book.

Neutral — minimal revenue
circularity; promoter entities
primarily involved in CSR
and trust holdings.

Profit 1+ — potential
overhead absorption;
inventory grew 32.5% while
sales declined by 3.1%.

Neutral — consistent
accounting application;
weighted average cost used
consistently for inventory
valuation.

Profit | — non-recurring
charges; [196 Cr
exceptional loss includes
R&D impairments and labor
codes.

Profit 1 — aggressive
amortization; 30-year life for
product intangibles may
understate annual expense.

Neutral — conservative
provisioning; ECL allowance
maintained at 100% for
receivables aged over 365
days.

Profit 1 — non-cash tax
credits; 85% tax rate driven
by DTA recognition on
losses.

Profit | — capitalization risk;
[799 Cr in CWIP despite
massive [175 Cr impairment
of intangibles.

Status

Evidence

CFO 1,653 Cr; Net
Profit -[B26 Cr; CFO/OP
at 202%.

Inventory +[¥51 Cr;
Factored Receivables
[B02.6 Cr; Sales
-3.08%.

Contract liabilities
[630.92 Cr vs [B69.33
Cr; Unbilled revenue
[52.84 Cr.

Sri Krishna Trust holds
26.55%; CSR spend
(8.98 Cr.

Inventory [(B,064 Cr
(FY26) vs [2,313 Cr
(FY25); Sales -3.08%.

Inventory valued at
lower of cost or NRV.

Exceptional items -[196
Cr; Intangible
impairment [175.82 Cr.

Depreciation [831 Cr;
Intangible Assets [4,142
Cr.

ECL allowance [05.91
Cr; Doubtful buckets
[91.46 Cr.

Tax % 85.00; Direct
taxes paid (210 Cr vs
P&L tax credit.

CWIP [¥99 Cr;
Intangible impairment
[175.82 Cr.

Notes Detail

CFO boosted by [527 Cr
working capital release and
non-cash depreciation of
831 Cr.

Note 9: [B02.6 Cr
receivables derecognized
via non-recourse factoring;
organic receivables actually
grew.

Note 26: Significant spike in
advances/deferred revenue
suggests prepayments for
future CDMO projects.

Note 15/33: No material
related party sales noted;
transactions limited to
dividends and CSR.

Note 8: Massive divergence
suggests overproduction or
demand mismatch; slow-
moving provision is [46.36
Cr.

Note 2a(ix): Standard
weighted average method
used; no change in policy
reported.

Note 34/37: Impairment of
R&D projects and [26.94 Cr
charge for new Indian
Labour Codes.

Note 2a(v): 4-30 year
amortization for intangibles
is high for fast-evolving
pharma therapeutic
categories.

Note 9: No evidence of
aggressive provision
reversals; policy remains
conservative for aged debts.

Note 2a(xvii): High tax rate
reflects recognition of
deferred tax assets on
current year losses.

Note 34: Impairment of
"Intangible assets under
development" suggests prior



# Check

Deferred tax asset
recognition adequacy

13 RPT quantum and
trend

o Dividend paid vs FCF
adequacy

Auditor KAM:
15 Impairment of
Intangibles

Auditor KAM:
16 Estimation
Uncertainty

Revenue Recognition
Policy

Impact

Profit 1 — valuation
judgment; [533.98 Cr DTA
recognized on losses
assumes future taxable
profits.

Neutral — stable RPT
environment; transactions
limited to associate
dividends and standard
promoter holdings.

Neutral — prudent capital
allocation; dividends
suspended in FY26 to
conserve cash during loss.

Profit | — failure of R&D
projects; [175.82 Cr
impairment on intangible
assets under development.

Profit 11 — sensitivity to
management estimates;
recoverable amounts of
CGUs highly sensitive to
WACC and growth rates.

Profit 1 — aggressive front-
loading risk; use of "Input
Method" for fixed-price
service contracts.

4. MANAGEMENT & GOVERNANCE

Status

Evidence

DTA on brought forward
losses: [633.98 Cr.

Dividend from AbbVie
associate: [40.18 Cr.

Dividend Payout 0%;
FCF [¥76 Cr; Net Profit
-[B26 Cr.

Note 34/37: Charge
indicates failure in
specific R&D projects or
market viability shifts.

Note 2B(ii): WACC
range 9.75% to 15.75%;
terminal growth 2% to
6%.

Note 2a(xii): Relies on
management's internal
estimates of "stage of

completion."

Notes Detail

years' over-capitalization of
failed R&D.

Note 2a(xvii): Realization
depends on significant
turnaround in profitability;
risk of future write-down
exists.

Note 4(a)/15: Related party
activity is transparent and
primarily involves investment
returns from associates.

P&L: Dividend payout
dropped from 20% to 0%
following the net loss in
FY2026.

Charge directly impacts the
bottom line and suggests
prior over-capitalization.

Marginal increase in
discount rates could trigger
further massive
impairments.

101.5% spike in Unbilled
Revenue ((52.84 Cr)
suggests recognition ahead
of invoicing.

A. Auditor Report & Key Audit Matters - Audit opinion type: Unqualified. - KAM 1: Impairment of Intangible
Assets: The auditor focused on the [175.82 Cr impairment recognized on "Intangible assets under
development.” This charge indicates a significant failure in specific R&D projects or a shift in market viability,
directly impacting the bottom line. - KAM 2: Estimation Uncertainty in Recoverable Amounts: The auditor
flagged the sensitivity of impairment testing for Cash Generating Units (CGUs) to management estimates.
Recoverable amounts are highly sensitive to WACC (9.75% to 15.75%) and terminal growth rates (2% to 6%). A
marginal increase in discount rates could trigger further massive impairments. - Auditor Change: M/s. Suresh
Surana & Associates LLP (SSA) were appointed at the AGM on July 30, 2025, for a 5-year term, replacing
Deloitte Haskins & Sells LLP. - Auditor Fees: Total fees for all services on a consolidated basis to the Statutory
Auditors and their network entities amounted to 1.08 Cr. - Independence Risk: Auditor fees are relatively low
(0.01% of revenue) compared to the complexity of a global pharma entity with 17 facilities. The significant
"Exceptional ltems" ([196.14 Cr) and "Estimation Uncertainty" require high auditor skepticism to ensure
management is not using impairments to "kitchen-sink" the P&L during a transitional year.

B. Related Party Transactions



Amount (O

Party Relationship Nature cn Concern
AbbVie Therapeutics . . . . . .
India Associate Dividend Received 40.18 Cr Positive cash inflow from associate
i
The Sri Krishna Trust Promoter Group  Promoter Holding 26.55% Neutral; stable shareholding
L . Performance Not . o
Subsidiaries Subsidiaries . Contingent liability risk for the parent
Guarantees disclosed

PPL ESOP Trust Trust Share Allotment 3.50 Cr Cash inflow from share issuance

. . Promoter . Cash outflow to promoter-linked
Piramal Foundation CSR Expenditure 8.98 Cr

Interest Section 8 entities

RPT Risk Checks: - % of Revenue: 0.55% (Direct cash RPTs remain low). - % of CFO: 2.97% (RPT cash flow
is well-covered by CFO). - Guarantees: The company provides performance guarantees for its subsidiaries
(Note 37.4), creating off-balance sheet risk. - Factoring: While not a direct RPT, the derecognition of 302.60 Cr
in receivables via non-recourse factoring is a financing choice that masks organic collection trends.

C. Shareholding - Promoter and Promoter Group: 34.86% - FlI (Institutions Foreign): 30.18% - DIl
(Institutions Domestic): 15.61% - Public: 19.01% - Pledged Shares: 0.00% of promoter holding is pledged.

D. Board Composition + KMP Compensation - Total Directors: 10 | Independent: 50% | Women Directors: 3
(30%). - Chairperson: Ms. Nandini Piramal (Executive). - KMP Compensation Analysis: - Nandini Piramal
(Chairperson): [8.43 Cr (YoY: +73.81%) - Peter DeYoung (ED): [8.50 Cr (YoY: +73.12%) - Vivek Valsaraj
(CFO): [4.55 Cr (YoY: +55.29%) - Family Concentration: Spouses Nandini Piramal and Peter DeYoung
received a combined [16.93 Cr, representing 1.84% of consolidated Operating Profit. - Correlation: Total KMP
compensation for the top three executives surged by 67.8% while Consolidated Operating Profit (EBITDA)
collapsed by 36.19%. Management justifies this as performance-linked incentives for the prior profitable year
(FY25).

F. Capital Allocation & Capex

Action FY Current (CICr) FY Prior (OICr) % of CFO Signal
Capex (Fixed Assets Purchased) 890.00 664.00 53.84 [
Interest Payments 296.00 447.00 17.91 Positive
Dividends Paid 19.00 14.00 1.15 Positive
Impairments / Write-offs 175.82 30.52 10.64 O
Inventory Investment 798.00 197.00 48.28 [
Proceeds from Borrowings 1,887.00 1,113.00 11416 O

CAPEX ANALYTICAL NOTES: - CFO Coverage of Capex: 1.85; CFO ([1,653 Cr) comfortably covers current
capex ([890 Cr). However, the [798 Cr cash drain into inventory indicates that operational cash is being
trapped in working capital. - Nature of Capex: Focus on capacity expansion and the [831.94 Cr commitment
for the Kenalog® acquisition. - Deployment Efficiency: Revenue declined 3.08% while Fixed Assets grew
10.47%. The [175.82 Cr impairment of R&D intangibles suggests that prior capital allocation toward
innovation has failed to yield commercial returns. - Key Takeaways: The company is successfully deleveraging
interest costs (down 33%), but the 305% spike in inventory investment and massive R&D write-offs signal
significant execution and efficiency risks.

H. Risks - Inventory Obsolescence (High): Inventory grew 32.5% ([¥51 Cr) while sales fell 3%. Potential for
massive future write-downs; [46.36 Cr already provided. - R&D Failure (High): [(175.82 Cr impairment on



Intangible Assets under Development signals failure of key innovation projects. - Receivable Factoring
(Medium): [B02.60 Cr of receivables derecognized via non-recourse factoring masks deteriorating collection
cycles. - Export Obligations (Medium): Surge in Advance License obligations to [203.61 Cr. Failure to meet
targets could result in significant penalties. - Asset Backing Risk (Medium): Debt secured by brands and
intangible assets; liquidity risk if brand valuations decline. - DTA Recoverability (Medium): [533.98 Cr Deferred
Tax Asset risk if future taxable profits do not materialize. - Fire Loss (Low): [41.81 Cr loss due to a fire incident;
one-off operating drain.

5. SCORECARD & VERDICT

Part A: Scorecard

Dimension Key Evidence One-line Rationale
. . 48% US share in Sevoflurane; Strong niche moats but highly sensitive to
Business Quality 3 - . . .
CDMO revenue -6% cyclical biotech funding.
. . D/E ~0.8x; CFO < PAT (adj for High inventory bloat and reliance on debt
Financial Health 2 ! . L .
payables/factoring) for acquisitions amid losses.
. . [BO2 Cr factoring; (175 Cr R&D  Aggressive working capital management
Earnings Quality 2 ! . . o .
impairment and R&D capitalization failures.
Management & 3 . KMP pay +67% vs EBITDA Compliance record is excellent, but KMP
Governance -36% pay/profit divergence is a concern.
Capital Allocation & 2 . ROCE 3%; [890 Cr Capex vs Capex not yet translating to growth; R&D
Earnings Visibility -3% Revenue write-offs signal poor efficiency.

BUSINESS POSITIVES (for this company this year) * [IRegulatory Excellence: Maintained a "Zero OAI"
record since 2011, clearing 5 USFDA inspections in 18 months. * JOTC Momentum: Piramal Consumer
Healthcare grew 16.98% with e-commerce surging 48%. * [1Debt Refinancing: Finance costs decreased by
19.16% ([B40.80 Cr) due to successful refinancing at lower rates. * [JStrategic Acquisition: Acquisition of
Kenalog® from BMS provides a clear path to higher-margin specialty hospital products. * JCDMO Pipeline: 157
molecules in the pipeline with 40% of revenue now from high-entry-barrier "differentiated offerings."

BUSINESS NEGATIVES | CONCERNS (for this company this year) * Clinventory Bloat: Inventory grew
32.5% ([¥51 Cr) while revenue fell 3.08%, leading to 345 inventory days. * JR&D Failure: A massive [175.82
Cr impairment on intangible assets under development indicates failed innovation projects. * OMasked
Collections: Derecognition of [B02.60 Cr in receivables via factoring masks a deterioration in organic collection
cycles. * OProfitability Collapse: Consolidated EBITDA down 36% and a Net Loss of [B26 Cr, with ROCE
falling to 3%. * UKMP Pay Divergence: Top KMP remuneration rose 67.8% to [21.48 Cr despite the collapse in
operating profits. * ODTA Risk: Recognition of [533.98 Cr in Deferred Tax Assets on losses assumes a rapid
turnaround that is not yet visible.

OVERALL SCORECARD SUMMARY Piramal Pharma is currently a high-quality asset base struggling with a
low-quality P&L. While its regulatory compliance and niche market leadership in anesthesia remain world-class,
the financial performance is deteriorating due to high operating leverage and poor capital efficiency. The
company is on a stable-to-deteriorating trajectory as it "kitchen-sinks" losses and relies on aggressive working
capital tactics (factoring and payable extensions) to fund debt-heavy expansion. A genuine recovery depends
entirely on the FY2027 "resurgence" narrative and the successful integration of new specialty brands.



Part B: Governance Check Matrix

# Check Status
1 Audit opinion clean? ad
2 Promoter pledge = 0? O
3 KMP pay < 5% of PAT? ad

RPT quantum < 5% of

4 0
revenue?

5 Board > 50% independent? O

6 At least 1 woman director? O

No statutory dues
outstanding?

8 No fraud reported? O
9 Audit trail enabled? d
10 Frequent Auditor change O

Final line: "Total: 8/10 — Governance
Rating: 3"

Part C: Investor Verdict

Evidence
Unqualified opinion (p.56)
0.00% pledged

Loss-making year; KMP pay [21.48
Cr

Direct cash RPTs at 0.55% of
revenue

5 out of 10 directors are independent

3 woman directors (30%)

No major defaults reported

No fraud reported by auditors
Confirmed in auditor's report

Changed in 2025 (SSA replaced
Deloitte)

THESIS: PPL is a niche pharmaceutical leader undergoing a painful, debt-funded transition from a generic/

CDMO player to a specialty hospital products company.

OVERALL STANCE: WATCH

RATIONALE: While the regulatory moat is strong, the massive inventory build-up and R&D impairments suggest
significant execution risks that must be cleared before re-rating. RE-EVALUATE WHEN: Inventory Days reduce
below 250 days AND Consolidated EBITDA Margin returns to >15%. BULL CASE: Global biotech funding
recovers sharply, driving 20%+ growth in PPS, while Kenalog® integration adds 150 Cr+ to EBITDA. BEAR
CASE: Further impairments of the [4,142 Cr intangible asset base or a write-down of the (633 Cr DTA due to
continued losses. KEY MONITORABLE: Asset utilization at Digwal and Dahej: Current low utilization — Watch

for H1 FY27 volume recovery.



7. YEAR-OVER-YEAR ANALYSIS

7.1 Changes

Metric /| Theme

Profitability &
Margins

Working Capital
Anomalies

Capital
Allocation &
R&D

Management

Compensation

Debt & Liquidity

Management
Tone

Summary A Status

Thinly profitable (91 Cr
PAT) supported by high
"Other Income" (208 Cr).

Receivables growth
outpaced revenue; WC

days tripled to 60.

Aggressive expansion

with [BO7 Crin
unexecuted capital
commitments.

KMP pay growth (16%)
was roughly aligned with
EBITDA growth (15%).

Refinanced short-term
debt into long-term SBI

facilities to extend
maturity.

Visionary and growth-
oriented, focusing on the

"FY2030 Vision."

7.2 Persistent Patterns

Summary B Status

Deep Net Loss (-[B26 Cr) as
EBITDA collapsed by 36%
and margins fell to 10%.

Inventory bloated by 32% to
[B,064 Cr; [B02 Crin
receivables moved off-
balance sheet via factoring.

Shift to "Kitchen-sinking" with
a massive [175.82 Cr

impairment of R&D
intangibles.

KMP pay for the promoter
family surged ~73% despite
a 36% collapse in EBITDA.

Total debt increased to
(5,495 Cr to fund the $35M
Kenalog acquisition and

inventory bloat.

Defensive and transitional,
framing the period as a "Year

of Reset" to justify
regression.

Forensic Takeaway

The company has transitioned from marginal
profitability to a full-scale earnings collapse,
no longer able to mask operational
weakness with non-core income.

Management is using aggressive accounting
maneuvers like non-recourse factoring and
payable extensions to hide a severe
deterioration in the cash conversion cycle.

Prior aggressive capitalization of R&D has
proven unsuccessful, necessitating large-
scale write-offs as projects fail to reach
commercial viability.

There is a significant and concerning
divergence between leadership rewards and
shareholder value destruction during a loss-
making year.

The company is increasingly relying on fresh
debt to fund both strategic acquisitions and
operational inefficiencies, heightening the
leverage risk.

The narrative has shifted toward "kitchen-
sinking" current losses to set an artificially
low base for future performance reporting.

* Regulatory Moat: The company maintains an impeccable "Zero OAI" USFDA track record across all

facilities since 2011, which remains its primary competitive advantage.

* Economic Value Destruction: ROCE (3%-6%) consistently remains significantly below the cost of
debt, indicating a structural failure to generate returns above the cost of capital.

» Aggressive Amortization Policy: Sustained use of 25-30 year useful life assumptions for intangible
assets continues to defer expense recognition and inflate the carrying value of the balance sheet.

* Inventory Inefficiency: A persistent inability to optimize the supply chain is evidenced by inventory days
remaining stuck at extreme levels (261 to 345 days).

* Reliance on Paper Assets: The balance sheet continues to be supported by massive Deferred Tax Assets
(C448 Cr to [b33 Cr), which rely entirely on optimistic projections of future taxable profits.

* High Interest Drag: Finance costs continue to consume a disproportionate share of operating cash flow,
limiting the company's ability to self-fund growth.

* Niche Market Leadership: Consistent dominance in high-barrier segments like Inhalation Anesthesia
(Sevoflurane) provides a stable but currently insufficient revenue floor.

- Capitalization of Costs: A recurring pattern of capitalizing R&D and borrowing costs rather than
expensing them, which periodically results in large "exceptional” impairments when projects fail.
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