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Investor Snapshot

# Analytical Point Sentiment

1
Piramal Pharma (PPL) has transitioned into a high-compliance innovation platform, crossing the $1

billion revenue milestone in FY25 with a 12% YoY growth rate.
🟢

2
Revenue growth is underpinned by a dominant 44% global market share in Sevoflurane and a robust

CDMO pipeline featuring 145 molecules across various clinical phases.
🟢

3
Operational leverage is beginning to manifest with a 52% increase in standalone EBITDA, though

consolidated margins remain pressured by high overheads.
🟡

4
Earnings quality is structurally weak as Net Profit of ₹91 Cr is entirely eclipsed by ₹208 Cr in non-core

Other Income, indicating a lack of core profitability.
🔴

5
The company successfully de-risked its balance sheet by refinancing short-term debt into a ₹1,273.65

Cr long-term facility, reducing Net Debt/EBITDA from 5.6x to 2.7x.
🟢

6
Cash flow utility is severely constrained as interest payments consume 50.11% of Cash Flow from

Operations, limiting internal value creation.
🔴

7
Capital allocation risks have intensified with unexecuted capital commitments surging 304% to

₹807.16 Cr, threatening future Free Cash Flow generation.
🔴

8
Working capital efficiency has deteriorated sharply, with cycle days tripling from 21 to 60 days,

creating a significant ₹488 Cr drag on liquidity.
🔴

9
Asset quality concerns are rising following a 62% jump in inventory write-downs (₹60.30 Cr) and a

30% spike in finished goods inventory.
🔴

10
Governance remains a core strength with a 9/10 rating, a 50% independent board, and an impeccable

regulatory record of zero USFDA OAIs since 2011.
🟢

11
The medium-term outlook depends on the successful commissioning of Digwal and Dahej capacities

to drive vertical integration and improve the current 6% ROCE.
🟡

12
Investment View: ACCUMULATE; monitor for a reduction in inventory days toward 200 and the

achievement of a 10% ROCE threshold by FY27.
🟢

1. BUSINESS OVERVIEW (In Bullet Points)

Business Segments: Operates through three primary engines: Contract Development and Manufacturing

Organization (CDMO - Piramal Pharma Solutions), Complex Hospital Generics (CHG), and India Consumer

Healthcare (ICH).

Revenue Drivers: Crossed the US$ 1 Billion revenue milestone in FY25. Growth is driven by a shift toward

"Innovation-led" CDMO projects, a 44% global market share in Sevoflurane (Inhalation Anesthesia), and a

"Power Brand" strategy in the consumer segment.

• 

• 



Cost Drivers: Major costs include Employee Benefits (25.21% of revenue), Raw Materials (35.31%), and

high asset maintenance (Repairs & Maintenance at ₹323.43 Cr). Finance costs (₹422.00 Cr) remain a

significant drag on net profitability.

Industry Position: Maintains a differentiated position as a high-compliance player with a Zero OAI (Official

Action Indicated) USFDA track record since 2011, providing a competitive moat against peers facing

regulatory headwinds.

Expansion Plans: Aggressive vertical integration strategy with the commencement of Sevoflurane lines at 

Digwal and KSM (Key Starting Material) capacity at Dahej to internalize the supply chain and mitigate third-

party constraints.

Acquisitions & Capacity: Focus has shifted from M&A to organic execution and capacity utilization. The

company has 145 molecules in various clinical phases within the CDMO pipeline.

Geographical Presence: Shifting from a US-centric model to capturing the US$ 400 Mn RoW (Rest of

World) opportunity in the CHG segment, supported by new India-based capacities.

Segment Performance: CDMO is pivoting toward Large Pharma and Commercial Manufacturing; CHG is

targeting 25%+ EBITDA margins; Consumer Healthcare (PCH) is delivering a 26% CAGR, contributing 49%

of segment sales through brands like Little’s and Lacto Calamine.

2. MANAGEMENT COMMENTARY & OUTLOOK

Management has established a "FY2030 Vision" targeting US$ 2+ Billion in revenue with structural margin

expansion.

The strategic tone has transitioned from "survival and deleveraging" in FY24 to "scale and innovation" in

FY25.

Capital allocation has shifted from defensive measures (Rights Issue) to aggressive execution, supported by

a new "Corporate Projects team" to minimize gestation lags on capex.

Management is candid regarding the "incomplete and inconsistent recovery in biotech funding," choosing to

mitigate this by diversifying toward Large Pharma and Commercial-scale contracts.

The CHG segment is being positioned for higher barriers to entry through "Value-Added Medicines" (505(b)

(2) pathways) like Neoatricon.

The Consumer Healthcare segment is pursuing an asset-light, digital-first model via the 'Wellify' D2C

platform to capture higher margins.

There is a heightened focus on ESG, with SBTi-approved decarbonization targets and a goal of 20% women

representation to attract global institutional investors.

KMP compensation saw a sharp 15-18% jump in FY25, which management justifies as "pay-for-

performance" following the $1B revenue milestone and a 52% jump in standalone EBITDA.

Management Tone: The tone has evolved into "Disciplined Optimism." Management has moved past

discussing debt covenants to focusing on "Customer Delight" and "Complex Molecules." While

acknowledging macro headwinds in biotech, the narrative is firmly centered on long-term value creation

through commissioned assets and vertical integration.

3. FINANCIAL ANALYSIS

3.1 Financial Statements

Source: Screener.in — all monetary values in ₹ Crores. Use these numbers directly.
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P&L Statement (₹ Crores)

Line Item Mar 2025 Mar 2024

Sales - 9,151.00 8,171.00

Sales Growth % 11.99 15.39

Expenses - 7,706.00 6,974.00

Material Cost % - 35.31 36.15

Raw material cost 3,473.00 3,153.00

Change in inventory -241.00 -199.00

Manufacturing Cost % 10.03 10.33

Employee Cost % 25.25 24.87

Other Cost % 13.62 14.00

Operating Profit 1,445.00 1,197.00

OPM % 16.00 15.00

Other Income - 208.00 172.00

Exceptional items 10.00 -59.00

Other income normal 197.00 231.00

Interest 422.00 448.00

Depreciation 816.00 741.00

Profit before tax 415.00 179.00

Tax % 78.00 90.00

Net Profit - 91.00 18.00

Exceptional items AT 2.00 2.00

Profit excl Excep 89.00 16.00

Profit for PE 89.00 16.00

Profit for EPS 91.00 18.00

Profit Growth % 461.00 109.00

EPS in Rs 0.69 0.13

Dividend Payout % 20.00 82.00



Balance Sheet (₹ Crores)

Line Item Mar 2025 Mar 2024

Equity Capital 1,324.00 1,323.00

Reserves 6,801.00 6,588.00

Borrowings - 4,856.00 4,710.00

Long term Borrowings 3,214.00 2,484.00

Short term Borrowings 1,506.00 2,075.00

Lease Liabilities 136.00 151.00

Other Liabilities - 2,447.00 2,461.00

Trade Payables 1,534.00 1,538.00

Advance from Customers 223.00 344.00

Other liability items 690.00 579.00

Total Liabilities 15,429.00 15,083.00

Fixed Assets - 8,133.00 7,990.00

Land 434.00 431.00

Building 2,128.00 2,007.00

Plant Machinery 4,579.00 4,024.00

Equipments 90.00 61.00

Furniture n fittings 109.00 90.00

Vehicles 3.00 2.00

Intangible Assets 1,148.00 1,123.00

Other fixed assets 4,585.00 4,363.00

Gross Block 13,077.00 12,099.00

Accumulated Depreciation 4,943.00 4,110.00

CWIP 977.00 1,116.00

Investments 291.00 385.00

Other Assets - 6,028.00 5,592.00

Inventories 2,313.00 2,176.00

Trade receivables 2,350.00 2,134.00

Cash Equivalents 501.00 483.00

Loans n Advances 226.00 186.00

Other asset items 638.00 613.00

Total Assets 15,429.00 15,083.00



Cash Flow Statement (₹ Crores)

Line Item Mar 2025 Mar 2024

Cash from Operating Activity - 892.00 1,005.00

Profit from operations 1,714.00 1,396.00

Receivables -233.00 -391.00

Inventory -197.00 -532.00

Payables 18.00 404.00

Other WC items -75.00 285.00

Working capital changes -488.00 -234.00

Direct taxes -334.00 -157.00

Cash from Investing Activity - -488.00 -416.00

Fixed assets purchased -664.00 -712.00

Fixed assets sold 5.00 2.00

Investments purchased -1,874.00 -1,671.00

Investments sold 1,999.00 1,943.00

Interest received 0.00 0.00

Dividends received 46.00 22.00

Investment in group cos 0.00 0.00

Acquisition of companies 0.00 0.00

Other investing items -1.00 0.00

Cash from Financing Activity - -441.00 -422.00

Proceeds from shares 0.00 1,050.00

Proceeds from borrowings 1,113.00 240.00

Repayment of borrowings -1,065.00 -1,212.00

Interest paid fin -447.00 -470.00

Dividends paid -14.00 0.00

Financial liabilities -28.00 -17.00

Other financing items 0.00 -14.00

Net Cash Flow -37.00 166.00

Free Cash Flow 233.00 294.00

CFO/OP 85.00 97.00



Key Ratios (₹ Crores)

Line Item Mar 2025 Mar 2024

Debtor Days 94.00 95.00

Inventory Days 261.00 269.00

Days Payable 173.00 190.00

Cash Conversion Cycle 182.00 174.00

Working Capital Days 60.00 21.00

ROCE % 6.00 5.00

3.2 Financial Analysis Summary

Revenue grew by 11.99% to ₹9,151.00 Cr, primarily driven by the Global Pharma Segment (88.14% of

operations); however, revenue quality is pressured by high gross-to-net deductions, with discounts and

rebates consuming 13.95% of gross sales (₹1,468.81 Cr).

Operating Profit improved to ₹1,445.00 Cr with OPM % expanding to 16.00%, yet Net Profit remains thin at 

₹91.00 Cr (0.99% PAT Margin) due to high Employee Cost of ₹2,307.47 Cr (25.21% of Revenue) and a

74.7% surge in non-cash ESOP Cost to ₹48.00 Cr.

Finance Cost of ₹422.00 Cr remains a significant burden, although the company capitalized ₹10.84 Cr of

borrowing costs into qualifying assets, which artificially lowered the interest expense reported in the P&L

Statement and inflated the Fixed Assets base.

Depreciation increased to ₹816.00 Cr following a rise in Gross Block to ₹13,077.00 Cr, while a combined

impairment and write-down of ₹94.90 Cr was recorded, signaling risks in the recoverability of R&D and

acquired intellectual property.

Trade Receivables rose 10.08% to ₹2,350.00 Cr, but a concerning 58.8% increase in bad debt write-offs to 

₹40.89 Cr contributed to a ₹233.00 Cr cash outflow in the CFO working capital section.

Inventory levels remain high at ₹2,313.00 Cr with Inventory Days at 261, and a 29.98% spike in Finished

Goods Inventory to ₹242.29 Cr significantly outpaced sales growth, leading to a 62% jump in inventory

write-downs to ₹60.30 Cr.

Working Capital management deteriorated as Working Capital Days tripled from 21 to 60 days, driven by a

reduction in Days Payable to 173 and a ₹118 Cr drop in Advance from Customers, resulting in a total 

Working Capital cash drag of ₹488.00 Cr.

Total Debt increased to ₹4,856.00 Cr, but the maturity profile improved as Short term Borrowings were

refinanced into Long term Borrowings (₹3,214.00 Cr), primarily through a new SBI facility of ₹1,273.65 Cr.

Cash from Operating Activity (CFO) declined to ₹892.00 Cr from ₹1,005.00 Cr, failing to fully cover

aggressive Capex, although Free Cash Flow (FCF) remained positive at ₹233.00 Cr after ₹664.00 Cr in 

Fixed assets purchased.

Capital Allocation risks are rising as unexecuted Capital Commitments surged 304% to ₹807.16 Cr, which,

linked to the current CWIP of ₹977.00 Cr, suggests a massive upcoming expansion phase that will likely

require further Total Debt drawdowns.

Return Metrics remain weak with ROCE % at 6.00% and ROE % at 1.12%, indicating the company is not yet

generating returns above its cost of capital, further complicated by a high effective Tax % of 78.00% and

reliance on Other Income (₹208.00 Cr) which exceeds Net Profit.

Balance Sheet quality is diluted by ₹448.67 Cr in Deferred Tax assets recognized on brought forward losses

and high Intangible Assets of ₹1,148.00 Cr subject to long amortization periods of up to 25 years.
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Other Assets are dominated by Balance with Govt Authorities (₹308.88 Cr), which are non-interest-

bearing GST/VAT credits impacting liquidity; Other Expenses are driven by high Repairs & Maintenance

(₹323.43 Cr) reflecting the high asset intensity of the manufacturing base.

The dominant financial theme of the year is a transition from debt-led survival to execution-led growth,

where strong top-line momentum and successful debt refinancing are currently offset by high

operational overheads, deteriorating working capital efficiency, and a massive looming capex cycle.

3.3 Contingent Liabilities & Commitments

Capital Commitments (Unexecuted): ₹807.16 Cr (a 304% increase from ₹199.70 Cr in FY24).

Indirect Tax Disputes (GST/Excise): ₹78.00 Cr (escalating from ₹42.27 Cr).

Pollution Control Board Dispute: ₹11.86 Cr.

Advance License Export Obligations: ₹18.74 Cr.

Associate Contingent Liabilities: ₹33.48 Cr share from AbbVie Therapeutics related to income tax and

commercial claims.

• 

• 

• 

• 

• 

• 

• 



3.9 Earnings Quality & Forensic Checks



# Check Impact Status Evidence Notes Detail

1
PAT vs CFO

trend

Profit ↓ — earnings overstate

cash; ₹892 Cr CFO covers

only 61% of ₹1,445 Cr

Operating Profit.

⚠

CFO ₹892 Cr vs Op.

Profit ₹1,445 Cr; PAT

₹91 Cr.

CFO/OP ratio declined from

97% to 85% YoY, indicating

weakening cash conversion.

2

Receivables &

channel-stuffing

signal

Revenue ↑↓ — moderate risk;

combined receivables and

inventory grew 8.2% vs 11.9%

sales growth.

✅

Receivables +

Inventory: ₹4,663 Cr

(FY25) vs ₹4,310 Cr

(FY24).

Receivables growth (10.1%) is

slightly below revenue growth,

suggesting stable credit cycles.

3

Revenue timing

(unbilled/

advances)

Revenue ↑ — aggressive

recognition; unbilled revenue

spiked 70x while customer

advances dropped by ₹121 Cr.

⚠

Contract Assets:

₹26.22 Cr vs ₹0.37 Cr;

Advances: ₹223 Cr vs

₹344 Cr.

Shift suggests faster work

execution relative to billing,

tightening operational cash

flow.

4
Revenue from

related parties %

Neutral — stable governance;

no major revenue-side related

party transactions disclosed.

✅
Promoter holding at

26.62%.

Governance appears stable

with no significant related party

sales or loans.

5
Inventory vs

revenue growth

Profit ↓ — obsolescence risk;

finished goods inventory

surged 30% despite only

11.2% sales growth.

⚠

Total Inv: +6.3%;

Finished Goods: +30%

(₹242 Cr vs ₹186 Cr).

Inventory write-downs for

expired products jumped 62%

to ₹60.30 Cr.

6

Inventory

valuation method

change

Neutral — standard

accounting; company follows

weighted average cost for

inventory valuation.

✅ Policy Note 2a(ix).

Shift to weighted average is

standard, but NRV judgments

on near-expiry stock are

critical.

7
Exceptional items

in operating profit

Profit ↑ — non-core boost; ₹10

Cr exceptional gain in FY25 vs

₹59 Cr loss in FY24.

⚠
Exceptional items: ₹10

Cr (P&L).

Previous year had ₹32 Cr

provision for supplier

insolvency and ₹30 Cr

impairment.

8
Depreciation rate

vs useful life

Profit ↑ — aggressive

amortization; brands amortized

over 25 years slows down the

P&L hit.

⚠
Depreciation: ₹816 Cr;

Brand life: 25 years.

Long useful lives for brands

and customer relationships (14

yrs) defer expense recognition.

9

Provision

reversals

boosting PAT

Profit ↑ — non-cash gain;

write-backs of ₹18.26 Cr

significantly support the thin

bottom line.

⚠
Write-backs: ₹18.26

Cr; Net Profit: ₹91 Cr.

Core operations are barely

profitable; bottom line relies on

non-operating write-backs.

10
Tax rate

consistency

Profit ↓ — high tax drag; 78%

effective tax rate due to non-

deductible expenses.

🚩
Tax %: 78% (FY25) vs

90% (FY24).

P&L tax charge is high, but

cash tax paid (₹334 Cr)

exceeds reported PAT (₹91 Cr).

11
CWIP age and

stalling projects

Profit ↓ — impairment risk;

₹977 Cr in CWIP with ₹50 Cr

already written off.

⚠
CWIP: ₹977 Cr; Write-

down: ₹50.15 Cr.

Significant write-down of

"Intangible assets under

development" indicates failed

R&D projects.

12
Deferred tax

asset recognition

Profit ↑ — paper asset

reliance; ₹448.67 Cr DTA on

losses inflates net worth

without cash.

🚩
DTA on losses:

₹448.67 Cr.

Recognition assumes future

taxable profits, a key

management judgment for a

low-margin entity.

13
RPT quantum

and trend

Neutral — low RPT leakage;

transactions limited to
✅

Dividend: ₹14.47 Cr;

ESOP Trust: ₹1.40 Cr.

No major related party loans or

advances that signal capital

siphoning.



# Check Impact Status Evidence Notes Detail

dividends and ESOP trust

funding.

14
Dividend paid vs

FCF adequacy

Neutral — sustainable payout;

₹14 Cr dividend well covered

by ₹233 Cr Free Cash Flow.

✅
Dividend: ₹14 Cr; FCF:

₹233 Cr.

Payout ratio normalized to 20%

from 82% as PAT improved

from a low base.

15
Capitalization of

Borrowing Costs

Profit ↑ — expense deferral;

₹10.84 Cr of interest

capitalized into assets rather

than expensed.

⚠
Note 3: Capitalized

interest.

Artificially inflates PAT by

moving interest from P&L to

Balance Sheet.

16
Other Income

Reliance

Profit ↑ — non-core support;

Other Income (₹208 Cr)

exceeds Net Profit (₹91 Cr).

🚩
Other Income: ₹208 Cr;

PAT: ₹91 Cr.

Core pharmaceutical

operations are barely

profitable; bottom line relies on

exchange gains and write-

backs.

17

Revenue

Recognition

Estimates

Revenue ↑↓ — estimation risk;

use of "Input Method" for fixed-

price contracts.

⚠ Note 2a(xii).

Relies on management

judgment of "stage of

completion," allowing potential

front-loading.

4. MANAGEMENT & GOVERNANCE

A. Auditor Report & Key Audit Matters - Audit opinion type: Unqualified. - KAM 1: Impairment of Intangible

Assets: Auditor identified a ₹44.75 Cr impairment charge for an intangible asset in a wholly-owned subsidiary

that failed recoverability tests. Management performed impairment testing based on "Value-in-Use" calculations.

- KAM 2: Goodwill Valuation: Auditor flagged the sensitivity of Goodwill impairment testing to discount rates

(9.5% to 16%) and terminal growth rates (2% to 7%). Management concluded no impairment was required as

recoverable amounts exceeded carrying values. - Auditor Fees: Total fees for all services on a consolidated

basis to Deloitte Haskins & Sells LLP and its network entities amounted to ₹1.79 Cr. - Independence Risk:

Auditor fees are aligned with the company's global scale; however, the recurring nature of "Exceptional Items"

(₹32.27 Cr supplier claim and ₹30.52 Cr license impairment in FY24) requires high skepticism regarding

management's classification of costs.

B. Related Party Transactions | Party | Relationship | Nature | Amount (₹ Cr) | Concern | |:---|:---|:---|:---|:---| | The

Sri Krishna Trust | Promoter Group | Dividend Paid | 14.47 Cr | Cash outflow to promoter entity | | 

Subsidiaries | Subsidiaries | Performance Guarantees | Not disclosed | Contingent liability risk for parent | |

PPL ESOP Trust | Trust | Share Allotment | 2.80 Cr | Treasury shares held (13,97,350 shares) |

RPT Risk Checks: - % of Revenue: 0.16% (Direct cash RPTs are low). - % of CFO: 1.62% (RPT cash outflow is

well-covered by CFO). - RPT Verdict: Monitor ⚠. While direct tunneling is not evident, the high level of intra-

group guarantees and the use of an ESOP trust for treasury shares warrant ongoing monitoring.

C. Shareholding - Promoter and Promoter Group: 34.95% - FII: 31.49% - DII: 14.78% - Public: 18.44% - 

Pledged Shares: 0.00%

D. Board Composition + KMP Compensation - Total Directors: 10 | Independent: 50% | Women Directors: 3.

- KMP Compensation: - Nandini Piramal (Chairperson): ₹4.85 Cr (+15.48% YoY) - Peter DeYoung (ED):

₹4.91 Cr (+15.80% YoY) - Vivek Valsaraj (CFO): ₹2.93 Cr (+18.15% YoY) - Family Correlation: Nandini

Piramal and Peter DeYoung are related (spouse). Their combined compensation of ₹9.76 Cr represents 0.62%

of consolidated EBITDA. - Analysis: Total KMP compensation grew by 16.35%, slightly outpacing the 15.16%

growth in consolidated EBITDA.



F. Capital Allocation & Capex | Action | FY Current (₹ Cr) | FY Prior (₹ Cr) | % of CFO | Signal | |:---|:---|:---|:---|:---|

| Capex (Fixed Assets Purchased) | 664.00 Cr | 712.00 Cr | 74.44 | ⚠ | | Dividends Paid | 14.00 Cr | 0.00 Cr |

1.57 | Positive | | Interest Payments | 447.00 Cr | 470.00 Cr | 50.11 | 🚩 | | Capital Commitments (Unexecuted)

| 807.16 Cr | 199.70 Cr | 90.49 | 🚩 |

CAPEX ANALYTICAL NOTES: - CFO Coverage of Capex: 1.34; CFO covers current purchases, but coverage

drops to 0.61 if unexecuted commitments are included. - Nature of Capex: Focus on Digwal and Dahej for

vertical integration. - Deployment Efficiency: Revenue grew 11.99% while Gross Block grew 8.08%. Capex is

translating to growth, but the ₹807.16 Cr unexecuted commitment signals a heavy gestation period ahead. - 

Key Takeaways: The shift toward vertical integration is strategic, but the 304% surge in capital commitments

will strain the balance sheet in FY26.

H. Risks - Biotech Funding (High): Inconsistent recovery could lead to lower CDMO orders for early-stage

discovery (11% of revenue). - Capital Commitments (High): ₹807.16 Cr in unexecuted projects creates

massive cash outflow requirements and potential leverage risk. - Interest Rate Risk (High): Floating rate debt

(up to 8.60%) makes the company sensitive; a 1% hike impacts PAT significantly given the ₹422 Cr interest

burden. - Tax Litigation (Medium): Disputed demands of ₹78.00 Cr nearly doubled YoY; no provisions made. - 

Inventory Obsolescence (Medium): ₹60.30 Cr provision (62% jump) signals deteriorating inventory quality.

5. SCORECARD & VERDICT

Part A: Scorecard

Dimension
Rating

(1–5)
Delta Key Evidence One-line Rationale

Business Quality 4 →
44% share in Sevoflurane; Zero

OAI since 2011.

High-barrier niches and impeccable

regulatory standing.

Financial Health 4 ↑
Net Debt/EBITDA at 2.7x (vs 5.6x

in FY23).

Significant deleveraging and improved

maturity profile.

Earnings Quality 3 ↑
Standalone EBITDA ↑ 52%; CFO/

OP at 85%.

Operational leverage is kicking in, but

non-core income is high.

Management &

Governance
3 →

50% Independent Board; RPTs

low but guarantees exist.

Strong execution, but group-level capital

ties remain a monitorable.

Capital Allocation &

Earnings Visibility
4 ↑

145 molecules in pipeline; ₹807

Cr Capex commitment.

Clear roadmap to FY2030 with

commissioned assets driving integration.

BUSINESS POSITIVES (for this company this year) * ✅ Revenue Milestone: Successfully crossed the US$ 1

Billion revenue mark with 12% YoY growth. * ✅ Regulatory Moat: Maintained a Zero OAI USFDA record

since 2011, a significant advantage in the CDMO space. * ✅ Debt Refinancing: Successfully shifted maturity

profile by refinancing short-term debt into a ₹1,273.65 Cr long-term SBI facility. * ✅ Vertical Integration:

Commissioning of Digwal and Dahej capacities to reduce reliance on third-party suppliers. * ✅ Consumer

Traction: Power brands in the OTC segment delivering a 26% CAGR and contributing 49% of segment sales.

BUSINESS NEGATIVES / CONCERNS (for this company this year) * 🔴 Working Capital Stress: Working

capital days tripled from 21 to 60 days, with a ₹488 Cr cash drag. * 🔴 Inventory Quality: 62% jump in

inventory write-downs to ₹60.30 Cr and a 30% spike in finished goods. * 🔴 Capex Overhang: Unexecuted

capital commitments surged 304% to ₹807.16 Cr, threatening future FCF. * 🔴 Earnings Quality: Other Income

(₹208 Cr) exceeds Net Profit (₹91 Cr), indicating weak core profitability. * 🔴 High Interest Burden: Interest

payments consume 50.11% of CFO, limiting value creation.



OVERALL SCORECARD SUMMARY Piramal Pharma is in a stable-to-improving trajectory, having successfully

moved past its distressed industrial phase to become a high-compliance innovation platform. While financial

health has improved through debt refinancing and top-line growth, earnings quality remains hampered by high

operational overheads and a reliance on non-core income. The governance posture is adequate, but the

massive upcoming capex cycle and deteriorating working capital efficiency are the primary hurdles to achieving

a higher ROCE.

Part B: Governance Check Matrix

# Check Status Evidence

1 Audit opinion clean? ✅ Unqualified opinion (p.55).

2 Promoter pledge = 0? ✅ 0.00% of promoter holding is pledged.

3 KMP pay < 5% of PAT? ❌
Combined KMP pay (₹12.69 Cr) > PAT (₹91

Cr).

4
RPT quantum < 5% of

revenue?
✅ Direct cash RPTs are 0.16% of revenue.

5 Board > 50% independent? ✅ 50% (5 out of 10 directors).

6 At least 1 woman director? ✅ 3 women directors on the board.

7
No statutory dues

outstanding?
✅

No major defaults reported; PF/TDS are

current.

8 No fraud reported? ✅ No fraud reported by auditors.

9 Audit trail enabled? ✅ Confirmed in Auditor's Report.

10 Frequent Auditor change ✅ Deloitte Haskins & Sells LLP continues.

Total: 9/10 ✅ — Governance

Rating: 4

Part C: Investor Verdict

THESIS: PPL is a high-compliance integrated pharma play transitioning from debt-funded survival to CFO-

funded growth through vertical integration and a strong CDMO pipeline. OVERALL STANCE: ACCUMULATE 

RATIONALE: The combination of a clean USFDA record and the shift toward high-margin complex molecules

provides a clear path to re-rating as asset utilization improves. RE-EVALUATE WHEN: ROCE fails to cross the

10% threshold by FY27 despite the commissioning of new capacities. BULL CASE: CDMO segment secures

2-3 large-scale commercial manufacturing contracts, driving EBITDA margins toward 20%+. BEAR CASE:

Further diversion of cash to group entities or a failure to manage the ₹807 Cr capex cycle leads to a debt spiral. 

KEY MONITORABLE: Inventory Days: 261 → Watch for a reduction toward 200.



7. YEAR-OVER-YEAR ANALYSIS

7.1 Changes

Metric / Theme Summary A Status Summary B Status Forensic Takeaway

Capital

Allocation

Strategy

Survival-focused; utilized a

₹1,050 Cr Rights Issue to

prevent a liquidity crisis and

deleverage.

Growth-focused; unexecuted

capital commitments surged 304%

to ₹807 Cr, signaling a shift toward

aggressive expansion.

The company has pivoted from

emergency equity-raising to a massive,

debt-reliant capex cycle that will test

future cash flow.

Margin & Profit

Quality

OPM at 15%; PAT

suppressed by a 90% tax

rate and high interest.

OPM at 16%; PAT of ₹91 Cr is

entirely eclipsed by ₹208 Cr in

"Other Income."

Operating leverage is stagnant, and

the bottom line has become

dangerously dependent on non-core

income and accounting write-backs.

Working

Capital

Efficiency

Working capital days at 21;

receivables growth (46%)

significantly outpaced

revenue.

Working capital days tripled to 60;

inventory write-downs spiked 62%

to ₹60 Cr.

While receivable collections stabilized,

the balance sheet is now rotting from

within due to accelerating inventory

obsolescence.

Debt Profile

High reliance on short-term

borrowings (₹2,075 Cr)

creating immediate

refinancing risk.

Refinanced short-term debt into a

₹1,273 Cr long-term SBI facility,

extending the maturity profile.

Management has successfully kicked

the debt-repayment can down the

road, trading immediate liquidity risk

for long-term interest drag.

Management

Tone

Defensive and survivalist;

focused on debt covenants

and promoter pay cuts.

Aggressive and visionary; focused

on "FY2030 Vision" and "US$ 2

Billion" revenue targets.

The narrative has shifted to long-term

optimism to distract from the fact that

current returns still do not cover the

cost of capital.

7.2 Persistent Patterns

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

since 2011, which remains its strongest intangible asset.

Economic Value Destruction: ROCE (5%–6%) consistently remains below the cost of debt (8%–9.5%),

meaning the company is structurally destroying shareholder wealth despite topline growth.

Aggressive Depreciation Policy: Sustained use of 31-year useful life assumptions for equipment and

25-30 years for intangibles continues to artificially inflate earnings by deferring depreciation expenses.

High Tax Leakage: Abnormally high effective tax rates (78%–90%) persist due to non-deductible

expenses and jurisdictional mix, preventing operating profits from reaching shareholders.

Interest Burden: Finance costs continue to consume over 50% of Cash from Operations, leaving the

company with minimal internal accruals to fund its ambitious growth.

Inventory Bloat: Persistent structural inability to optimize the supply chain, evidenced by inventory

days remaining stuck above 260 days across both periods.

Non-Core Earnings Reliance: A recurring pattern of "Other Income" or non-operating write-backs

acting as the primary driver of positive Net Profit, masking weak core pharmaceutical profitability. 

Strategic Concentration: Consistent and successful focus on high-barrier niches like Inhalation Anesthesia

(Sevoflurane) to maintain a competitive global market share.
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