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Investor Snapshot

# Analytical Point Sentiment

Supriya Lifescience operates as a niche API manufacturer with a high degree of vertical integration

ad
(76%), providing a structural cost advantage in a competitive global market.
Revenue grew by 18.86% to [827.87 Cr, demonstrating resilience and successful scale-up despite a 0
challenging macro environment for the pharmaceutical sector.
Maintained industry-leading EBITDA margins of 35-37%, supported by backward integration and a 0
strategic pivot toward higher-margin CDMO and formulation contracts.
Reported PAT is significantly aided by non-core foreign currency fluctuation gains of (14.56 Cr, which 0
accounts for approximately 7% of the total bottom line.
The company maintains a pristine, zero-debt balance sheet with a healthy cash buffer of (78.87 Cr, 0
providing significant financial flexibility for future expansions.
Cash flow from operations (CFO) is weak relative to profits, with a low CFO/PAT conversion of 0.38, 0
driven by aggressive absorption of capital into inventory and receivables.
Capacity increased by 56% following the commissioning of Module E, positioning the firm to pursue a 0
medium-term revenue target of (1,000 Cr.
Earnings quality is a primary concern as trade receivables surged 63.33% to 219.45 Cr, growing at 0
3.3x the rate of revenue, suggesting aggressive year-end revenue pushing.
Governance risks persist via KMP remuneration at a high 13.16% of PAT and the capitalization of 0
excess CSR spend (42% above mandate) as a "Prepaid Asset."
A potential bear case scenario involves significant ECL write-offs from the bloated receivable base, 0
which could impair annual PAT by up to 20%.
The outlook depends on the successful utilization of the new Ambernath facility and the scale-up of the 10- 0
year, [0 Cr/year CDMO contract to de-risk the generic business.
Investment Stance: WATCH; monitor for Debtor Turnover Days exceeding 100 days and evidence of 0

cash flow normalization to validate the sustainability of reported growth.

1. BUSINESS OVERVIEW (In Bullet Points)

* Business Segments: Operates as a high-margin, niche API specialist, currently undergoing a structural
transition into an integrated life sciences player encompassing APIs, Finished Dosage Forms (FDF), and
CDMO services.

* Revenue Drivers: Primary growth driven by the Anaesthetic segment (54% of revenue), supplemented by
Antihistamines (9%) and Vitamins (12%). 82% of total revenue is derived from export markets.



* Cost Drivers: Key costs include Raw Materials (32% of revenue), Employee Benefits (11.7%), and
manufacturing overheads such as Plant Repairs and Power & Fuel.

» Backward Integration: 76% of revenue (15 out of 40 APIs) is sourced from backward-integrated products,
acting as a shield against raw material price volatility and China dependency.

* Industry Position: Holds a dominant position in niche molecules; moving toward chronic and high-value
therapeutic areas (Cardiovascular and ADHD) and high-barrier peptide spaces (Semaglutide).

» Expansion Plans: Commissioning of the Ambernath facility in H2 FY26 to enter the Finished Dosage Forms
market (tablets, capsules, liquids) with a pipeline of 30 products.

» Capacity Additions: Commissioned Module E, increasing total reactor capacity by 56% to 932 KLPD,
providing headroom for the 1,000 Cr revenue target.

« CDMO Maturity: Transitioned from opportunity to execution with a 10-year CMO contract with a European
firm, expected to contribute (60 Cr annually from FY27.

» Geographical Presence: Significant focus on regulated markets including the US, Japan, and Australia to
capture pricing premiums and move away from semi-regulated regions.

2. MANAGEMENT & OUTLOOK

» Growth Target: Management has set a firm revenue target of (1,000 Cr by FY27, driven by capacity
expansion and the new CDMO/Formulations vertical.

* Regulatory Focus: Emphasis on maintaining "regulatory excellence" to navigate unannounced USFDA
inspections and increase penetration in highly regulated Western markets.

« Strategic Pivot: Intent to move up the value chain via Finished Dosage Forms and Complex Generics,
including the development of a novel Semaglutide (GLP-1) tablet formulation.

 Product Velocity: Target of 3-4 new niche molecule launches per year to avoid commoditized price wars and
maintain high margins.

» Supply Chain Resilience: Actively developing alternate vendors to reduce reliance on Chinese imports,
complementing existing backward integration.

« Partnerships & JVs: Execution of long-term contracts (e.g., 10-year European CMO deal) to provide
predictable, high-margin cash flows.

 Leadership Continuity: Promotion of Dr. Saloni Wagh to MD and Shivani Wagh to Joint MD reinforces
family leadership and long-term vision.

* Demand Environment: Management expresses high confidence in the demand for niche APIs and
"unprecedented opportunities" in the CDMO space.

» Management Tone: The tone is highly confident and growth-aggressive regarding operational milestones,
using definitive language like "firmly in place" and "remarkable progress." However, the communication is
selectively transparent, demonstrating ebullience regarding revenue and capacity targets while remaining
evasive about capital allocation efficiency, non-core assets, and the rationale for persistent balance sheet
locks (LAST BULLET POINT).

3. FINANCIAL ANALYSIS

3.1 Financial Statements

No pre-extracted tables available.



3.2 Financial Analysis Summary

* Revenue from operations increased 18.86% to [827.87 Cr, yet Trade Receivables on the Balance Sheet
surged by 63.33% to [219.45 Cr, signaling that top-line growth is significantly decoupled from cash
realization.

» Export debtors now constitute 69.38% of the total receivable base per Note 34, while the Expected Credit
Loss (ECL) provision of only 0.38% ([0.85 Cr) appears highly optimistic given that receivables grew at 3.3x
the rate of Revenue growth.

» While Revenue grew, total Inventory on the Balance Sheet climbed 31.11% to [153.42 Cr, with Finished
Goods Inventory specifically spiking 47.20% YoY; this buildup, alongside the receivable surge, left Cash &
Cash Equivalents flat at [¥8.87 Cr despite a reported PAT of [209.12 Cr, indicating poor CFO/ PAT
conversion.

* PAT growth was supported by a 103% surge in non-core Other Operating Revenue from Foreign Currency
Fluctuation Gains of [114.56 Cr, contributing approximately 7% of total PAT and introducing volatility to the
Income Statement.

* Fixed Assets (Gross) rose 50.51% to [786.23 Cr following the capitalization of 'E Block’, leading to
Depreciation rising 40.85% to [27.55 Cr, yet ROCE moderated from 24.28% to 22.38%, suggesting the
massive Capex has not yet translated into incremental operational efficiency.

» The company remains debt-free with zero Total Borrowings, while Finance Costs of [11.89 Cr are primarily
driven by Lease Liabilities of [5.43 Cr.

» The widening gap between Trade Receivables ([219.45 Cr) and Trade Payables ([93.85 Cr) indicates the
company is using its Net Worth to fund customers for longer periods than it is being funded by suppliers.

« KMP Remuneration of [27.53 Cr consumes a high 13.16% of PAT, while Note 26 shows [1.51 Cr of excess
CSR spending being carried as a "CSR Prepaid Asset" on the Balance Sheet rather than being fully
expensed.

* Employee Benefit Expenses rose 21.09% to [97.14 Cr, and Other Expenses were pressured by a 61.67%
spike in Repairs and Maintenance (Plant) to [B4.84 Cr and Power & Fuel costs of [29.77 Cr, which
together account for 35% of other costs.

» Other Income of [11.48 Cr is largely composed of FD Interest ([6.01 Cr) and non-cash Fair Value
Adjustments ((4.91 Cr), providing a liquidity buffer while the Working Capital cycle saw inventory turnover
stretch from 176 to 197 days.

» The dominant financial theme of the year is one of aggressive operational expansion and robust top-line
growth that has yet to synchronize with cash flow, as evidenced by the severe deterioration in
working capital efficiency and high reliance on non-core forex gains.

3.3 Contingent Liabilities & Commitments

* Bank Guarantees: [7.98 Cr (Significant increase from [B.34 Cr in the prior year, supporting export
obligations).

* Disputed Incomel/Sales Tax: [0.65 Cr (Stagnant, low risk).

e Customs Duty Disputes: [D.17 Cr.

* Capital Commitments: [0.00 Cr (All major projects capitalized).



3.9 Earnings Quality & Forensic Checks

Read Question Verdict Confidence Checked
1 Is the growth real? FLAG high 6/6
2 Does profit become cash? FLAG high 5/5
3 Is the P&L being manufactured? WATCH medium 6/6
4 Is value leaving to insiders? WATCH high 6/6
5 Can the balance sheet take a hit? WATCH high 5/5

Read 1 — Is the growth real? - FLAG

Status Quantified impact Evidence

. Receivables grew 3.3x
63.33% increase

Trade Receivables Rs Rs . . faster than revenue,
in receivables vs o ) Note Note
vs Revenue from 134.36 219.45 OFLAG indicating aggressive
) 18.86% revenue - 34, p.88
Operations growth Cr Cr rowth year-end billing or
9

collection deterioration.

. Aged receivables over
Trade Receivables

. . 45.86% six months decreased
Aging (Undisputed, Rs52.70 Rs 28.53 ) . i Note Note
) decrease in OCLEAN despite the total spike,
considered good > Cr Cr ) . ) ) 10, p.82
aged receivables suggesting the buildup is
6 months)
fresh (current).
Provision is only 0.38%
Expected Credit . of total receivables (Rs
Rs 0.49 Rs 0.85 73.47% increase . Note Note
Loss (ECL) _ . OWATCH 219.45 Cr), which
. Cr Cr in provision ) . 34, p.88
Provision appears low given high
export exposure.
Revenue from not not . g Note Note
. . . not disclosed n/a
Related Parties disclosed disclosed UNRESOLVED 29, p.85
Higher reliance on
Export Revenue . .
. international markets Note Note
(based on Debtors) 13.84% 18.39% 455 bps increase [JWATCH .
increases counterparty 26, p.85
as % of Revenue )
and forex risk.
Lower customer
advances (Note 20)
Advances from Rs 4.36 Rs 3.14 27.98% Note Note
OWATCH suggest reduced forward
customers trend Cr Cr decrease 20, p.84

visibility or less
bargaining power.

Mechanism: Revenue growth of 18.86% was significantly outpaced by a 63.33% surge in Trade
Receivables, primarily in current (fresh) buckets. Aggregate impact: The discrepancy suggests
roughly Rs 85.09 Cr of working capital was consumed by new sales that have yet to convert to
cash. Direction: deteriorating - Watch next: Debtor Turnover Days (currently 78 days) -
Corroborates: profit_to_cash Open question: What was the specific trigger for the Rs 85.09 Cr
spike in current receivables relative to the modest 18.86% sales growth? Open question: Why is
the ECL provision maintained at less than 0.4% despite the sharp increase in receivables and high
export mix?

Read 2 — Does profit become cash? - FLAG



This year

Status

Quantified impact

Evidence

CFO vs Clean
EBITDA

Pre-tax operating
conversion (CFO
+ tax paid) /
EBITDA

Inventory
absorption of
operating cash

Working Capital
Movement (Net)

Cash Tax Paid vs
Book Tax

Mechanism: Healthy operating conversion is being aggressively eroded by working capital

0.61

0.83

Rs 117.02
Cr

(Rs 45.30
Cr)
outflow

Rs 59.18
Crvs Rs
60.52 Cr

0.63

0.84

Rs 153.42
Cr

(Rs 80.95
Cr)
outflow

Rs 61.40
Crvs Rs
65.66 Cr

200 bps
improvement

100 bps
improvement

31.11% increase in
total inventory

78.70% increase
in cash drain from
working capital

Cash tax is 93.5%
of book tax

CLEAN

WATCH

OFLAG

CLEAN

CFO (Rs 185.77 Cr)
represents 63.2% of Clean
EBITDA (Rs 294.10 Cr).

Pre-tax cash flow
conversion remains healthy
at 84%.

Inventory grew faster than
revenue (18.86%), with
finished goods up 47.2%,
absorbing Rs 36.40 Cr of
cash.

Massive increase in
receivables (Rs 85.09 Cr)
and inventory (Rs 36.40 Cr)
offset by trade payables
(Rs 36.30 Cr).

Tax payments are largely
aligned with P&L
provisions.

Note Cash
Flow
Statement,
p.75

Note Cash
Flow
Statement,
p.75

Note Note 24,
p.85

Note Cash
Flow
Statement,
p.75

Note Cash
Flow
Statement,
p.75

outflows, specifically from the 63.3% spike in receivables and a 47.2% rise in finished goods.
Aggregate impact: Working capital movements drained Rs 80.95 Cr of operating cash, compared
to a drain of Rs 45.30 Cr in the prior year. Direction: deteriorating - Watch next: Finished Goods
Inventory (currently Rs 27.60 Cr) - Corroborates: revenue_real, bs_stress Open question: Why

did finished goods inventory grow at 47.2%, more than double the rate of revenue growth?

Read 3 — Is the P&L being manufactured? - WATCH



This year Status Quantified impact Evidence

Adjusted for labor code changes;

New
Exceptional Items Rs 0.46 . g negligible impact (0.2% of PAT) Note Note
none expense item )
and effect on PBT Cr in FY26 WATCH  but used to 'clean’ operating 38, p.90
profit.
. Other income (Rs 11.49 Cr) is
Non-operating / L
23 bps O primarily cash-backed FD Note Note
Other Income as % 3.95% 4.18% ) . ) i
increase CLEAN interest and fair value gains (Rs 22, p.85
of PBT
4.91 Cr).
. Volatility gains contributed 1.76%
Forex Fluctuation Rs 7.17 Rs 14.56 103.07% | . Note Note
. . to revenue; roughly 7% of PAT is
Gain in Revenue Cr Cr increase WATCH 26, p.85
from non-core currency moves.
Unexplained tax difference
Deferred Tax Asset  not (Rs 6.77 . O Note Note
. . not disclosed moved the Net Deferred Tax
'Other Difference’ disclosed Cr) WATCH 37, p.90
Asset to Rs 31.24 Cr.
Depreciation
‘? . Schedule  Schedule O Note Note
Policy I Useful Life No change n/a
I I CLEAN 2.1(h), p.77
Change
Provision reversals ] Note Note
] ] none none No change n/a
credited to income CLEAN 22,p.85

Mechanism: Operating profit is slightly padded by a 103% jump in forex gains and the
classification of small Gratuity/Leave adjustments as exceptional. Aggregate impact: Volatile non-
core items (Forex + Other Income) contributed approximately Rs 26.05 Cr to PBT (9.5% of PBT).
Direction: stable - Watch next: Foreign Currency Fluctuation Gain (Rs 14.56 Cr) Open question:
What constitutes the 'Other Difference' of Rs (6.77) Cr in the deferred tax reconciliation?

Read 4 — Is value leaving to insiders? - WATCH

Status Quantified impact Evidence

. Remuneration of Rs 27.53 Cr is high
KMP Remuneration 107 bps O . . . Note Note
14.23%  13.16% relative to earnings but declined as a
vs PAT decrease CLEAN 29, p.85
percentage of PAT.

Spent Rs 1.51 Cr above the statutory

CSR Spending . ]
(Satish Wagh Rs2.15 Rs5.09 136.74% O requirement through the Chairman's Note Note
atish Wa
. 2 Cr Cr increase WATCH  foundation; excess is capitalized asa 29, p.85
Foundation) .
'Prepaid Asset'.
Lease Rentals Paid Rs 0.67 Rs1.18 76.12% g Small absolute value but sharp YoY Note Note
to Related Parties Cr Cr increase WATCH  trend for KMP-owned properties. 29, p.85
Jobwork via Samira New i
Rs 0.19 . g Introduction of new related-party Note Note
Pharma (Related none transaction .
Cr WATCH  manufacturing counterparty. 29, p.85
Party) type
Promoter Pledge / g Note Note
none none No change n/a
Encumbrance CLEAN 13, p.83
Loans/Advances to | Note Note
. none none No change n/a
Group Entities CLEAN 29, p.85

Mechanism: Value leakage is primarily through high KMP remuneration and excessive CSR
spending (42% above mandate) routed through the Chairman's private foundation. Aggregate



impact: Total related party transactions (excluding dividends) amounted to Rs 33.99 Cr, roughly
16% of PAT. Direction: stable - Watch next: CSR excess spend (currently Rs 1.51 Cr) Open
question: What is the justification for capitalizing excess CSR spending as a 'Prepaid Asset'
instead of expensing it?

Read 5 — Can the balance sheet take a hit? -~ WATCH

Prior This year Status Quantified impact Evidence

Successful capitalization of

CWIP Ageing Project .
Rs 136.12 not . ) ad Ambernath project; current Note Note 5,
(Ambernath . capitalized in .
. Cr disclosed CLEAN CWIP (Rs 35.55 Cr) is p.81
Project) FY26
fresh (< 2 years).
Bank - . .
Significant jump in
Guarantees 138.92% O ) Note Note 32,
. Rs 3.34 Cr Rs 7.98 Cr . guarantees, though still
(Contingent increase WATCH p.87
o only 0.67% of Net Worth.
Liabilities)
i Remains debt- O Note Note 35,
Total Borrowings Rs 0.00 Cr Rs 0.00 Cr n/a
free CLEAN p.88
Free Cash Flow (CFO - Note Cash
L. Rs 6.44 Cr Rs 8.05 Cr FCF turned
Dividend vs Free . d Capex) of Rs 33.53 Cr Flow
vs Rs 2.30 vs Rs 33.53  positive and
Cash Flow . CLEAN  comfortably covers the Rs Statement,
Cr Cr covers dividend -
8.05 Cr dividend. p.75
Assets not in Title deeds/registration for
not . O Note Note 3,
company name . Rs 0.60 Cr not disclosed Rs 0.60 Cr of motor cars
disclosed WATCH . p.81
(Motor Cars) not in company name.

Mechanism: The balance sheet is exceptionally strong, characterized by zero debt, high cash
balances, and a transition to positive free cash flow despite heavy capex. Aggregate impact: Net
worth of Rs 1,197.73 Cr and cash of Rs 78.87 Cr provide a massive buffer against the Rs 8.80 Cr
in total contingent liabilities. Direction: improving - Watch next: Cash & Cash Equivalents (Rs
78.87 Cr) Open question: Why are motor cars worth Rs 0.60 Cr not registered in the company's
name?

Material notes captured

Discloses

Rs 1.51 Cr excess over statutory

Note 29 CSR spending through Rs 5.09 . o Profit 1 — Deferral
i i Rs 2.15 Cr requirement capitalized as an
(p.85) Satish Wagh Foundation Cr of expense
asset.
Note 3 Assets not in Company not Rs 0.60  Title for motor cars not held by Neutral — Minor
(p.81) Name disclosed Cr company. compliance gap
Note 34 . Provision is only Rs 0.85 Cr Profit t — Under-
Low ECL provision rate 0.36% 0.38%

(p.88) against Rs 219.45 Cr receivables. provisioning risk



4. MANAGEMENT & GOVERNANCE

A. Auditor Report & Key Audit Matters

 Audit Opinion: Unqualified (p.68). The auditors state the financial statements provide a true and fair view in
conformity with Ind AS.

* Key Audit Matter (KAM) - Revenue Recognition: The auditor identified revenue recognition as susceptible
to misstatement, specifically regarding "cut-off" assertions. The risk involves recognizing revenue in the
incorrect period due to the timing of dispatches versus delivery (p.68). Management maintains automated and
manual controls around dispatches, inventory reconciliations, and circularization of receivable balances to
ensure correct period accounting (p.69).

« Credit Risk: The auditor highlights credit risk as a focus area, noting that management reviews outstanding
exposures to determine losses (p.88). The reliance on "historical payment behavior" may be a lagging
indicator if market conditions for pharma exports shift.

« Internal Financial Controls: The auditor issued a separate "Annexure A" report confirming the adequacy
and operating effectiveness of internal financial controls over financial reporting (p.70).

» Going Concern: No material uncertainty was identified; the audit was conducted on a going concern basis
(p.70).

 Auditor Fees: Total fees paid to M/s. Kakaria & Associates LLP are confirmed by the auditor as being in
accordance with Section 197 of the Act (p.70).

 Forensic Note on Auditor independence: There is no evidence of non-audit services creating a conflict; the
audit firm is in its second five-year term (ending 2027).

B. Related Party Transactions

Amount (O

Party Relationship Nature cn Concern
Satish Wagh KMP CSR 500 C Excess spend (42% > statutory) routed to family
. r

Foundation Controlled Contribution entity; 1.51 Cr capitalized as asset

Satish W. Wagh & Dividend
i Promoters 5.50 Cr Value returned to shareholders

Relatives Payout

KMP & Relatives Promoters Lease Rentals 1.18 Cr 76% increase from prior year ( 0.67 Cr)
. KMP Jobwork i

Samira Pharma 0.19 Cr New related party operational dependency

Controlled Charges

High extraction via salary/bonus; 13.16% of PAT

Promoter Family Directors Remuneration 20.56 Cr (0.48)
p.

* RPT Risk Checks:
> % of Revenue: 4.77% [[(B9.49 Cr total RPT / [827.87 Cr Revenue].
> Trend vs Prior Year: RPTs involving the Satish Wagh Foundation surged by 136%. Lease rentals paid
to KMPs increased by 76% YoY, outstripping the 19% revenue growth.

* RPT Verdict: Monitor [JSystematic routing of excess CSR funds to a family foundation and sharp increases
in related-party lease rentals signal a prioritization of promoter liquidity.



C. Shareholding

Category of Shareholders No. of Shares % of Shareholding
Promoter & Promoter Group 5,49,67,815 68.30

Foreign Portfolio Investors 41,51,508 5.16

Insurance Companies 18,90,566 2.35

Alternate Investment Funds 16,25,284 2.02

Mutual Funds 10,72,182 1.33

Public 1,30,47,314 16.21

Total 8,04,82,800 100.00

* Pledged Shares: 0.00% of promoter holding (p.50).

D. Board Composition + KMP Compensation

« Total Directors: 10 | Independent %: 50% | Women Directors: 4

« KMP Compensation Analysis:
o Dr. Satish W. Wagh (Chairman): [12.00 Cr (3.86% of est. EBITDA).
o Dr. Saloni S. Wagh (MD): [B.40 Cr.
> Ms. Shivani S. Wagh (Joint MD): [B.40 Cr.

> Family Concentration: Wagh family holds 4 of 5 executive board seats. Compensation saw a dramatic
structural correction from prior year outlier levels but remains high at 13.16% of PAT.

F. Capital Allocation & Capex

Action FY Current ([ICr) FY Prior (COICr) Signal
Dividends 8.05 Cr 6.44 Cr Positive
Capex (R&D Capital) 8.10 Cr 6.34 Cr O

R&D Revenue Exp. 8.78 Cr 4.05 Cr Positive
CSR Excess Spend 1.51Cr 0.00 Cr O

CAPEX ANALYTICAL NOTES: * CFO Coverage: Debt-free status and flat cash balance ((¥8.87 Cr) suggest
capex is funded via internal accruals. * Nature: Growth-oriented; Module E increased capacity by 56% to 932
KLPD. * Deployment Efficiency: Red Flag — Revenue grew only 18.9% despite the 56% capacity increase.
63.3% surge in Trade Receivables suggests new capacity is pushing inventory into the channel rather than
generating cash.

H. Risks

* Receivable Quality: Receivables grew 63.3% vs 18.9% revenue. Impact: DSO spike and potential ECL
write-offs (OHigh).

» Customer Concentration: Top 10 customers contribute 52% of revenue. Impact: Loss of key client
destabilizes 5% of revenue (COMedium).

* Forex Volatility: 82% revenue from exports; 7% of PAT is from FX gains. Impact: Rupee strength hits
margins (OHigh).



* Regulatory Scrutiny: Nitrosamine impurities and USFDA inspections. Impact: Product launch delays (U
Medium).

* RPT Dependency: CSR and Leases routed through promoter entities. Impact: Capital leakage of [6.27 Cr
(OMedium).

5. SCORECARD & VERDICT

Part A: Scorecard

Dimension Key Evidence One-line Rationale
. . 76% Backward integration; Strong niche API positioning with high vertical
Business Quality 4 - . . . .
35-37% EBITDA margins integration protects margins.
. . D/E 0.0x; ROCE 22.38%; Cash  Exceptional solvency and zero debt, though
Financial Health 4 - . . .
(78.87 Cr ROCE moderated slightly during expansion.
. . Receivables Growth (63%) > Aggressive revenue recognition signals and
Earnings Quality 2 1 .
Revenue (19%); CFO < PAT poor cash conversion mar the P&L.
Management & 3 . KMP pay correction; 50% Ind. Governance improved via lower KMP pay, but
Governance Board RPT leaks and "CSR Asset" remain concerns.
Capital Allocation & 3 56% capacity increase; [1k Cr Massive capacity headroom exists, but
Earnings Visibility - target current asset turnover is declining.

BUSINESS POSITIVES (for this company this year) * [IRevenue Growth: Achieved 18.86% top-line growth
to [B27.87 Cr in a challenging global environment. * (Vertical Integration: 76% of revenue is now backward-
integrated, sustaining industry-leading EBITDA margins of ~35%. * [1Debt-Free Balance Sheet: Maintained a
zero-debt status with a healthy cash buffer of (¥8.87 Cr. * (Strategic Diversification: Successfully secured a
10-year CDMO contract worth [60 Cr/year, de-risking the generic API business. * [JCapacity Expansion:
Commissioned Module E, increasing capacity by 56%, providing a clear path to the 11,000 Cr revenue target.

BUSINESS NEGATIVES /| CONCERNS (for this company this year) * OWorking Capital Stress: Trade
Receivables surged 63.33% ([219.45 Cr), 3.3x the rate of revenue growth, suggesting aggressive channel
stuffing. * OPoor Cash Conversion: Estimated CFO/PAT conversion is low (~0.38) due to massive inventory
and receivable absorption. * [INon-Core Profit Pumping: 7% of PAT ([114.56 Cr) is derived from volatile, non-
core Foreign Currency Fluctuation gains. * JGovernance Leakage: [5.09 Cr CSR spend (42% above mandate)
routed to a family foundation, with excess capitalized as a "Prepaid Asset." * TKMP Compensation: KMP
remuneration remains high at 13.16% of PAT, despite a structural correction from the prior year.

OVERALL SCORECARD SUMMARY Supriya Lifescience remains an operationally superior APl manufacturer
with exceptional margins and a pristine, debt-free balance sheet. However, the current year's performance is
characterized by a significant divergence between reported profits and actual cash flow, driven by a sharp 63%
spike in receivables. While governance has improved through a reduction in executive pay, the continued routing
of capital through family foundations and aggressive accounting for CSR expenses suggest a persistent
"promoter-first" culture. The business is on a stable operational trajectory but faces a deteriorating earnings
quality profile that requires close monitoring.



Part B: Governance Check Matrix

# Check Status Evidence
1 Audit opinion clean? ad Unqualified opinion provided (p.68).
2 Promoter pledge = 0? O 0.00% pledge (p.50).
KMP Remuneration is 13.16% of PAT
3 KMP pay < 5% of PAT? g
(Note 29).
RPT quantum < 5% of .
4 ] Total RPT is 4.77% of revenue.
revenue?
5 Board > 50% independent? 0 50% (5 out of 10) are independent (p.46).
6 At least 1 woman director? O 4 woman directors on the board (p.51).

No statutory dues .
7 ) O No major defaults or dues reported.
outstanding?

8 No fraud reported? O No fraud reported by auditors.
9 Audit trail enabled? O Confirmed in auditor report (p.70).
10 Frequent Auditor change 0 Auditor in second 5-year term; stable.

Final line: "Total: 9/10 00— Governance
Rating: 3"

Part C: Investor Verdict

THESIS: Supriya Lifescience is a high-margin API house successfully pivoting to CDMO/Formulations, but
currently inflating growth through aggressive working capital management. OVERALL STANCE: WATCH
RATIONALE: Operational strength and zero debt are offset by a 63% jump in receivables and poor cash
conversion that suggests year-end revenue pushing. RE-EVALUATE WHEN: Trade Receivables/Revenue ratio
exceeds 30% or if Ambernath facility utilization fails to hit 40% in FY27. BULL CASE: Successful GLP-1
formulation launch and 30% revenue growth in CDMO leads to a rerating to 25x P/E. BEAR CASE: Significant
ECL write-offs from the current [219 Cr receivable base could wipe out 20% of annual PAT. KEY
MONITORABLE: Debtor Turnover Days: 78 days — Watch for threshold > 100 days.



7. YEAR-OVER-YEAR ANALYSIS

7.1 Changes
Metric /| Theme Summary A Status Summary B Status Forensic Takeaway
Marain OPM expanded to 42.75% EBITDA margins Profitability is mean-reverting as rising
Tra'zctor driven by export mix and normalized to 35-37% maintenance and employee costs offset the
J y cost leadership. range. benefits of higher scale.
Receivable Receivables grew 31.9%, Receivables surged Revenue recognition has become significantly
iv . . L
Qualit outpacing revenue and 63.33% (3.3x revenue more aggressive, resulting in a severe
V signaling credit extension. growth). decoupling of sales from cash realization.
Canital [660.34 Cr locked in non- Property advances remain The company continues to prioritize capital
Allzcation core "Advance against a persistent non-core diversion into stagnant real estate assets over
property." balance sheet lock. shareholder liquidity.
Proiect [287.31 Crin stalled CWIP ~ Ambernath project While legacy stalled capital has finally moved
j_ L. aged >3 years at successfully capitalized in to the gross block, it has yet to generate
Capitalization ) .
Ambernath. the current period. incremental asset turnover.

The manufacturing bottleneck has shifted
Working Capital WIP inventory exploded Finished Goods inventory from unfinished work to unsold stock,
Bottleneck 614% to [279.55 Cr. spiked 47.2% YoY. indicating a failure to synchronize new
capacity with market demand.

KMP pay corrected to

Value extraction via Management has shifted from direct high-

Governance [27.5 Cr but excess CSR ) . )
i extreme KMP pay ([118 L value extraction to aggressive accounting
Tactics was capitalized as an )
Cr/ 6.3% of PAT). _— maneuvers to pad reported profits.

7.2 Persistent Patterns

* Pristine Solvency Profile: The company consistently maintains a zero-debt balance sheet with
exceptionally high interest coverage and a strong cash buffer.

« Vertical Integration Moat: A sustained focus on backward integration (76% of revenue) provides a
structural defense against raw material price volatility.

* Under-provisioning Risk: Management maintains a negligible ECL provision (below 0.4%) across both
years despite volatile export markets and surging receivable balances.

« Internal Control Deficiency: Auditors continue to flag that company-funded motor cars are not registered
in the company's hame, indicating a failure to remediate basic governance lapses.

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

» Export Concentration: The business remains structurally reliant on international markets (80%+ revenue),
leaving the P&L perpetually exposed to forex volatility and EU regulatory shifts.

» Customer Concentration: The Top 10 customers consistently contribute over 50% of revenue, maintaining
a high level of key-account vulnerability.

* Aggressive Management Tone: Leadership remains consistently ebullient regarding growth targets while
remaining evasive about the efficiency of non-core capital allocation.
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