
Wockhardt Ltd — FY 2025 Annual Report Analysis

Annual Report Analysis (Consolidated)

Investor Snapshot

# Analytical point Sentiment

1
Wockhardt functions as a speculative biotech SPV where a stagnant legacy business is utilized to

fund a high-stakes, binary NCE pipeline.
Neutral

2
Revenue grew 7.65% to ₹3,012 Cr, yet the core business remains structurally weak with a "melting ice

cube" legacy profile and high underutilization.
Negative

3
Operating margins expanded to 13% (₹393 Cr), though this recovery was aided by ₹22 Cr in non-cash

liability write-backs and aggressive cost deferrals.
Positive

4
Earnings quality is severely compromised by the capitalization of ₹1,181 Cr in R&D (84% of revenue),

which masks deep structural losses and defers P&L impact.
Negative

5
Balance sheet health improved via a ₹1,000 Cr QIP, successfully reducing Debt/Equity to 0.46x and

lowering finance costs by 31.5% YoY.
Positive

6
Cash flow remains critical with CFO at -₹22 Cr and FCF at -₹377 Cr, failing to cover capex and

necessitating constant external capital infusions.
Negative

7
Capital allocation is currently value-destructive with an ROCE of 4% sitting well below the cost of

debt, reflecting massive unproven R&D spend.
Negative

8
Working capital is deteriorating as inventory days ballooned to 234 days, with ₹30 Cr of raw materials

facing imminent expiry by August 2025.
Negative

9
Governance risks are elevated due to persistent audit trail failures at the database level and a board

structure heavily reliant on the promoter family.
Negative

10
Financial circularity is a major concern, with 97% of interest paid to promoters and 60% of trade

receivables due from a single subsidiary.
Negative

11
The outlook is binary; the ₹1,520 Cr in intangibles represents a "valuation cliff" should the WCK 5222

Phase 3 trials fail to meet endpoints.
Negative

12
Investment View: Watch; institutional entry is precluded by negative CFO and accounting red flags

until Phase 3 data de-risks the NCE pipeline.
Neutral

1. Business overview (In Bullet Points)

Business Segments: Wockhardt has transitioned from a traditional generic pharmaceutical player into a

high-stakes Biotech Special Purpose Vehicle (SPV). The legacy business includes Generics, India, and UK

operations, while the core focus is now on the "Superbug" New Chemical Entity (NCE) pipeline.

Revenue Drivers: Growth is increasingly driven by "Sale of Services" (up 165% to ₹167 Cr) and international

markets, though 60% of trade receivables are concentrated in a single subsidiary, Wockhardt Bio AG

(Switzerland).

Cost Drivers: Major costs include Raw Materials (37.58% of sales), Employee Costs (21.65%), and

significant R&D expenditure. Finance costs are a major burden, with 97% of interest paid to related parties.

Industry Position: The company leverages its 6 Qualified Infectious Diseases Programme (QIDP) statuses

from the USFDA to maintain a niche in the antibiotics discovery space.

• 

• 

• 

• 



Expansion Plans & Capacity: Management is pivoting toward Biosimilars (Insulin Glargine) in Brazil and

Australia. However, the company faces significant capacity underutilization, with ₹332 Cr of PPE and ₹362 Cr

of CWIP flagged for low utilization.

Acquisitions & Restructuring: Post-FY25, the company incorporated Wockhardt Antibiotics (Ireland) Ltd

and wound up Wockhardt France (Holdings) S.A.S. to lean out European structures in favor of an R&D-

focused Irish/Swiss hub.

Geographical Presence: Operations are spread across India, the UK, Ireland, Switzerland, Brazil, and

Australia, with the Swiss hub (Wockhardt Bio AG) acting as the critical international revenue and liquidity

center.

2. Management commentary & outlook

The strategic focus has shifted from "defensive restructuring" to "aggressive capital seeking" to fund the

Phase 3 clinical trials of the NCE pipeline.

Management emphasizes the "Global Biotech Leadership" vision, specifically highlighting the potential of

WCK 5222 (Zidebactam/Cefepime) to address unmet medical needs in antimicrobial resistance.

There is a persistent funding gap; despite raising ₹1,000 Cr via QIP in late 2024, management is seeking

enabling resolutions for another ₹2,000 Cr to sustain R&D burn.

The company is attempting to create a "Biosimilar safety net" with Glaritus (Insulin Glargine) in Brazil and

new combinations in Australia to diversify away from the binary risk of the NCE pipeline.

Management is seeking to increase the remuneration cap for Executive Directors to ₹6 Cr per annum, despite

the company remaining in a consolidated loss position.

The long-term vision is centered on the successful commercialization of 6 QIDP-designated products, which

management believes will provide a significant competitive moat.

The demand environment for the legacy generics business remains stable, but the company is rationalizing

underperforming European assets to improve operating deleverage.

Management Tone: The tone is highly promotional and visionary regarding the R&D pipeline, yet it masks a

"dilution treadmill" and a desperate need for liquidity. There is a notable lack of "shared pain" with

shareholders, evidenced by rising KMP remuneration limits amidst chronic losses and massive equity dilution.

The narrative is one of "saving lives" through breakthrough discovery, but the financial reality is a leveraged

bet on a single clinical outcome. (Speculative/Aggressive)
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3. Financial analysis

3.1 Financial statements

P&L statement (₹ Cr)

Line item Mar 2025 Mar 2024

Sales 3,012 2,798

Sales Growth % 7.65 5.55

Expenses 2,619 2,707

Material Cost % 37.58 41.64

Raw material cost 1,185 1,179

Change in inventory -53 -14

Manufacturing Cost % 9.40 8.90

Employee Cost % 21.65 22.52

Other Cost % 18.33 23.70

Operating Profit 393 91

OPM % 13 3

Other Income 62 17

Exceptional items 0 -66

Other income normal 62 83

Interest 254 305

Depreciation 217 223

Profit before tax -16 -420

Tax % 256 12

Net Profit -57 -472

Profit from Associates 0 0

Minority share 10 9

Exceptional items AT 0 -58

Profit excl Excep -57 -414

Profit for PE -47 -406

Profit for EPS -47 -463

Profit Growth % 88 -36

EPS (₹) -2.89 -30.18

Dividend Payout % 0 0



Balance sheet (₹ Cr)



Line item Mar 2025 Mar 2024

Equity Capital 81 77

Reserves 4,272 3,282

Borrowings 2,021 2,356

Long term Borrowings 1,211 891

Short term Borrowings 648 1,221

Lease Liabilities 162 244

Preference Capital 0 0

Other Borrowings 0 0

Other Liabilities 1,726 1,899

Non controlling int 304 303

Trade Payables 592 766

Advance from Customers 178 97

Other liability items 652 733

Total Liabilities 8,100 7,614

Fixed Assets 2,736 2,881

Land 262 20

Building 1,085 645

Plant Machinery 2,690 2,609

Equipments 62 58

Computers 97 95

Furniture n fittings 107 95

Vehicles 11 6

Intangible Assets 1,386 1,357

Other fixed assets 114 521

Gross Block 5,814 5,406

Accumulated Depreciation 3,078 2,525

CWIP 2,033 1,722

Investments 422 0

Other Assets 2,909 3,011

Inventories 725 640

Trade receivables 661 618

Receivables over 6m 322 0

Receivables under 6m 535 776

Prov for Doubtful -196 -158

Cash Equivalents 191 529

Loans n Advances 98 47



Line item Mar 2025 Mar 2024

Other asset items 1,234 1,177

Total Assets 8,100 7,614

Cash flow statement (₹ Cr)

Line item Mar 2025 Mar 2024

Cash from Operating Activity -22 219

Profit from operations 439 257

Receivables -66 142

Inventory -69 8

Payables 0 0

Loans Advances -192 35

Operating borrowings 0 0

Other WC items -165 -193

Working capital changes -492 -8

Direct taxes 31 -30

Cash from Investing Activity -780 -138

Fixed assets purchased -365 -216

Fixed assets sold 10 66

Investments purchased -404 0

Investments sold 0 0

Investment income 0 0

Interest received 16 3

Other investing items -37 9

Cash from Financing Activity 409 334

Proceeds from shares 983 468

Proceeds from debentures 0 0

Proceeds from borrowings 728 477

Repayment of borrowings -1,067 -334

Interest paid fin -148 -197

Dividends paid 0 0

Financial liabilities -86 -79

Other financing items -1 -1

Net Cash Flow -393 415

Free Cash Flow -377 69

CFO/OP -13 274



Key ratios

Line item Mar 2025 Mar 2024

Debtor Days 80 81

Inventory Days 234 201

Days Payable 191 240

Cash Conversion Cycle 123 41

Working Capital Days -23 -148

ROCE % 4 -1

3.2 Financial analysis summary

Revenue from operations grew 7.65% to ₹3,012.00 Cr, but the quality of growth is questionable as "Sale of

Services" spiked 165% to ₹167 Cr, while Trade Receivables of ₹661.00 Cr show a dangerous 60%

concentration in subsidiary Wockhardt Bio AG, indicating that a majority of the company's liquidity is tied to

internal group transfers rather than external cash realization.

Operating Profit saw a significant recovery to ₹393.00 Cr with OPM % expanding to 13.00% from 3.00%, yet

this margin expansion is partially aided by ₹22 Cr of "Liabilities no longer required written back" and the

aggressive capitalization of ₹1,181 Cr in R&D costs under Intangible Assets, which effectively defers

expenses that would otherwise deepen the Net Profit loss of -₹57.00 Cr.

Finance Cost decreased to ₹254.00 Cr from ₹305.00 Cr following the repayment of high-cost 13.75% NCDs

using ₹983.00 Cr in Proceeds from shares from a QIP, yet the company remains heavily reliant on promoter-

linked funding which now constitutes 77.28% of the ₹2,021.00 Cr Total Debt.

Inventories surged 13.28% to ₹725.00 Cr, far outstripping Sales growth, with Inventory Days deteriorating to

234 days; specifically, Finished Goods jumped 940% to ₹104 Cr, signaling potential demand miscalculation or

channel stuffing, further exacerbated by ₹30 Cr of raw materials facing expiry by August 2025.

Cash from Operating Activity turned negative at -₹22.00 Cr despite the higher Operating Profit, primarily

due to a massive -₹492.00 Cr drain from Working capital changes, leading to a negative Free Cash Flow of -

₹377.00 Cr and a Cash Conversion Cycle that ballooned from 41 to 123 days.

CWIP remains elevated at ₹2,033.00 Cr, including a ₹47 Cr vaccine project that has been stalled and is now

being "proposed for alternate products," creating a high risk of future impairment if the repurposing fails to

generate Revenue.

Net Worth improved as Reserves rose to ₹4,272.00 Cr due to the ₹1,000 Cr QIP, which lowered the Debt /

Equity ratio to 0.46, but the company’s Interest Coverage remains precarious at 0.94, indicating that

Operating Profit is barely sufficient to service interest obligations.

Other Assets include ₹196 Cr in MAT Credit Entitlement that has remained stagnant with no utilization, and

the company has ₹731 Cr in unrecognized deferred tax assets due to a lack of "probable future taxable

profits," signaling poor near-term earnings visibility despite the accounting recovery in EBITDA.

Other Expenses totaling ₹546 Cr (38.94% of revenue) include significant R&D-related chemicals and legal

fees; however, the massive 1,273% jump in Intangibles Under Development to ₹1,181 Cr suggests that the

bulk of current operational burn is being moved to the Balance Sheet rather than the P&L.

Related Party Transactions reveal significant value leakage, with ₹112 Cr in interest paid to promoters,

representing nearly 97% of total Finance Cost, while the company provides rent-free premises to a promoter

trust, further diluting returns for ROE.
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The dominant financial theme of the year is a "Balance Sheet Recapitalization" where a ₹1,000 Cr equity

infusion was used to mask a fundamentally cash-flow negative business model (CFO -₹22 Cr) that is

aggressively capitalizing R&D to defer massive structural losses.

3.3 Contingent liabilities & commitments

Income Tax Demands: ₹321 Cr (High risk; down from ₹546 Cr in FY24).

NPPA Overcharging Claim: ₹114 Cr (Material risk; sensitive for pharma sector).

Sales Tax/GST Disputes: ₹116 Cr.

Excise/Cenvat Disputes: ₹45 Cr.

Settlement Commitments: A major settlement with the State of Texas (USD 36 million) is being paid in nine

installments, representing a committed future cash outflow.

Capital Commitments: Significant ongoing commitments for Phase 3 clinical trials, necessitating the

requested ₹2,000 Cr capital raise.
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3.9 Earnings quality & forensic checks



# Check Impact Status Notes detail

1 PAT vs CFO trend

Profit ↓ — earnings overstate cash;

₹439 Cr operating profit yields -₹22 Cr

CFO due to working capital.

—

[Forensic Alert]: Negative CFO vs

Revenue growth indicates inability to

convert accounting sales to cash.

2

Receivables & channel-

stuffing signal (receivables +

inventory build vs revenue)

Revenue ↑↓ — channel stuffing risk;

receivables + inventory grew ₹128 Cr

vs ₹214 Cr sales growth.

—

: Allowance for credit loss increased to

₹61 Cr; 60% loss rate on non-RP

receivables >360 days.

3

Revenue timing (unbilled /

contract assets + deferred

revenue / advances)

Revenue ↑↓ — judgment risk; IP/NCE

revenue recognized when "risk of

reversal is remote" involves

management bias.

—

: Revenue recognition for NCE

assignments depends on milestone

achievements and significant

judgment.

4
Revenue from related parties

%

Revenue ↑↓ — circularity risk; 60% of

total trade receivables are due from a

single subsidiary.

—

: Extreme credit concentration risk;

liquidity is entirely dependent on

internal group transfers.

5 Inventory vs revenue growth

Profit ↓ — obsolescence risk;

inventory grew 69% (notes) while

revenue grew only 21% (notes).

—

: Finished goods growth (940%)

signals potential demand

miscalculation or blocked/obsolete

stock.

6
Inventory valuation method

change

Neutral — standard policy; uses

moving weighted average but lacks

provision for ₹30 Cr near-expiry stock.

—

[Note 3h/10c]: Management banking

on new launches to clear ₹30 Cr of

expiring stock without provisioning.

7
Exceptional items in

operating profit

Profit ↑ — non-recurring boost; prior

year had ₹66 Cr expense; current year

"Liabilities Written Back" aids OPM.

—

: Earnings quality diluted by ₹22 Cr

"Liabilities no longer required written

back" acting as a non-cash booster.

8
Depreciation rate vs useful

life policy

Profit ↑ — aggressive policy; IT

equipment depreciated over 3-20

years, exceeding standard 3-6 year

industry norms.

—

: Longer useful life assumptions

potentially understate annual

depreciation charges compared to

Schedule II.

9
Provision reversals boosting

PAT

Profit ↑ — non-cash gain; ₹22 Cr

liability write-back and prior ₹19 Cr

interest reversal support bottom line.

—

[Note 20.1/25]: Aggressive reversal of

prior period accruals and liabilities

used to support P&L amidst losses.

10
Tax rate consistency + cash

tax vs P&L tax

Profit ↓ — deferred tax risk; 256% tax

rate on -₹16 Cr PBT indicates non-

recognition of tax benefits.

—

: ₹731 Cr unrecognized DTA due to

lack of "probable future taxable

profits," admitting poor earnings

visibility.

11
CWIP age and stalling

projects

Profit ↓ — impairment risk; ₹47 Cr

vaccine project stalled and ₹1,181 Cr

R&D capitalized in one year.

—

[Note 5.1/4]: Massive 1,273% jump in

Intangibles Under Dev.; stalled vaccine

project creates future impairment risk.

12
Deferred tax asset

recognition adequacy

Neutral — conservative recognition;

company refused to recognize ₹731 Cr

DTA due to persistent losses.

—

: Management correctly avoided

recognizing DTA given the lack of

evidence for future taxable profits.

13 RPT quantum and trend

Profit ↓ — value leakage; 97% of total

finance costs (₹112 Cr) paid as

interest to related parties.

—

: High dependence on promoter

funding; interest payments effectively

transfer liquidity to promoter entities.

14
Dividend paid vs FCF

adequacy

Neutral — no payout; zero dividends

paid as FCF remains deeply negative

at -₹377 Cr.

—

Cash flow from financing (QIP ₹983

Cr) used to fund operations and R&D

capitalization rather than shareholder

returns.

15 Audit Trail Integrity —



# Check Impact Status Notes detail

Neutral — data integrity risk; software

lacked edit logs and database-level

logging for consolidation.

[Governance]: Persistent failure to

maintain untamperable audit trails for

two consecutive years.

16
Aggressive R&D

Capitalization

Profit ↑ — loss deferral; capitalized

₹1,181 Cr in NCE development (84%

of revenue).

—

: Capitalizing costs while reporting

losses suggests structural losses

would be >₹1,000 Cr if expensed.

17 Asset Title Irregularity

Neutral — administrative risk; land title

deeds (₹0.31 Cr) held in Chairman's

name since 2004.

—

: Indicates long-standing

administrative delays in asset transfer

from promoters.

4. Management & governance

A. Auditor Report & Key Audit Matters - Audit Opinion Type: Unqualified. - KAM - Revenue Recognition:

Auditor flagged risks regarding the timing of control transfer and significant management judgment required for

estimating accruals for returns, discounts, and schemes. - KAM - Recoverability of PPE and CWIP: Focused

on ₹332.00 Cr in PPE and ₹362.00 Cr in CWIP affected by low capacity utilization or deferred projects. - KAM -

Recoverability of Intangible Assets under Development: High-risk assessment of ₹1,520.00 Cr capitalized

for NCE projects; recoverability depends entirely on future clinical success. - KAM - Recoverability of

Goodwill: Assessment of ₹977.00 Cr in Goodwill; inherent complexity in DCF models. - Audit Trail

Weaknesses: The accounting software for consolidation lacked an edit log feature. For the Holding Company

and three subsidiaries, the audit trail was not enabled at the database level to log direct data changes. - Auditor

Change: MSKC & Associates LLP appointed at the 25th AGM for a 5-year term.

B. Related Party Transactions

Party Relationship Nature
Amount (₹

Cr)
Concern

Promoter Group Promoters
Loans Taken

(Outstanding)
1,180.00 Cr Extreme liquidity dependency

Promoter Group Promoters Interest Paid 112.00 Cr 97% of total finance costs

Carol Info Services
Promoter

Entity
Rent Paid 87.00 Cr Cash leakage despite losses

Wockhardt Bio AG Subsidiary Sales of Goods 208.00 Cr
Concentration of receivable

risk

Wockhardt Global

School
Promoter Trust Rent-free Premises Not disclosed Non-arm's length benefit

% of Revenue: 39.18% (RPT Loans / Revenue) → Critical dependency.

% of CFO: N/M (CFO is negative ₹22.00 Cr) → Operations funded by promoter debt.

Trend vs Prior Year: Increasing (Loans rose from ₹1,107.00 Cr to ₹1,180.00 Cr).

RPT Verdict: Governance Concern. The entity remains a "promoter-funded" vehicle. Despite a ₹1,000.00 Cr

QIP, related party debt increased, and nearly all interest payments exit the listed entity to promoter-held

trusts.

C. Shareholding - Promoters: 49.02% (Mar 2025) | 51.92% (Mar 2024). - FIIs / DIIs / Public: 50.98% (Mar

2025). - Pledged Shares: Promoter shares held by Themisto Trustee Company are pledged to secure debt from

STCI Finance.
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D. Board Composition + KMP Compensation - Total Directors: 8 | Independent %: 50% | Women Directors:

2. - Family Concentration: The Board is heavily dominated by the Khorakiwala family (Father and three

children). - KMP Compensation: - Dr. Huzaifa Khorakiwala (ED): ₹2.80 Cr (+16.67% YoY). - Dr. Murtaza

Khorakiwala (MD): ₹2.80 Cr (+16.67% YoY). - Dr. Habil Khorakiwala (Chairman): ₹4.40 Cr (est.) (+10.00% YoY).

- Analysis: Compensation is growing slower than Operating Profit recovery (331%), but management is seeking

to hike limits to ₹6 Cr per annum despite consolidated losses.

F. Capital Allocation & Capex

Action FY current (₹ Cr) FY prior (₹ Cr) % of CFO Signal

Capex 365.00 Cr 216.00 Cr N/M —

Interest Payments 148.00 Cr 197.00 Cr N/M —

Equity Issuance (QIP) 983.00 Cr 468.00 Cr N/M Positive Liquidity

Net Debt Change -339.00 Cr 143.00 Cr N/M Deleveraging

CAPEX Analytical Notes:

CFO Coverage of Capex: CFO/Capex ratio is -0.06. The funding gap is bridged entirely by the ₹1,000.00

Cr QIP proceeds.

Nature of Capex: Primarily growth capex directed toward NCE development (₹1,520.00 Cr capitalized).

Capex Deployment Efficiency: While revenue grew 7.65%, Intangible Assets Under Development

surged by 1,273%, indicating a massive decoupling of investment from current revenue.

Key Takeaways: The ₹1,520.00 Cr in NCE development is a "binary" asset; its value is entirely

contingent on Phase 3 clinical success, creating a massive valuation cliff.

H. Risks - NCE Impairment: ₹1,520.00 Cr capitalized. Failure would trigger a catastrophic balance sheet write-

down. (Severity: High) - Audit Trail Failure: Edit logs disabled. Risk of undetected manual overrides in financial

reporting. (Severity: High) - Going Concern: Negative CFO (-₹22.00 Cr) and high RPT debt dependency.

(Severity: High) - Litigation: ₹600.00 Cr+ in contingent liabilities (Tax, NPPA). Adverse rulings could wipe out

cash reserves. (Severity: High) - Inventory Obsolescence: ₹30.00 Cr of raw materials expire by Aug 2025.

(Severity: Medium) - Concentration: 60% of receivables due from Wockhardt Bio AG. Liquidity is circular.

(Severity: High)

5. Scorecard & verdict

Part a: scorecard

Dimension
Rating

(1–5)
Delta Key evidence One-line rationale

Business quality 2 →
NCE concentration; legacy

underutilization

Binary risk on R&D pipeline with a "melting

ice cube" legacy business.

Financial health 2 ↑
D/E 0.46x; CFO -₹22 Cr; Int.

Coverage 0.94x

Deleveraged via QIP, but remains cash-flow

negative and dependent on promoters.

Earnings quality 1 ↓
CFO < PAT; ₹1.1k Cr R&D

capitalized; RPT interest 97%

Aggressive capitalization and RPT circularity

mask deep structural losses.

Management &

governance
2 ↓

Audit trail failure; family board;

high RPTs

Persistent data integrity issues and extreme

promoter-linked financial ecosystem.

Capital allocation &

earnings visibility
1 →

ROCE 4% < Cost of Debt;

Binary R&D outcome

Value-destructive capex with no near-term

cash flow visibility from massive R&D spend.

• 
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Business positives (for this company this year) * Deleveraging: Successfully reduced Total Debt to ₹2,021

Cr and lowered Debt/Equity to 0.46x via a ₹1,000 Cr QIP. * Operating Recovery: Operating Profit expanded to

₹393 Cr (13% OPM) from ₹91 Cr (3% OPM) in the prior year. * Pipeline Progress: Secured 6 QIDP statuses

and progressed WCK 5222 into Phase 3 trials, creating a potential high-value biotech moat. * Interest Cost

Reduction: Finance Costs decreased by 31.5% YoY following the repayment of high-cost 13.75% NCDs.

Business negatives / concerns (for this company this year) * Cash Flow Stress: CFO remains negative at -

₹22 Cr, failing to cover ₹365 Cr in capex, leading to a -₹377 Cr FCF. * Aggressive Accounting: Capitalized 

₹1,181 Cr in R&D in a single year, which is 84% of annual revenue, deferring massive losses. * Governance

Red Flag: Audit Trail was not enabled at the database level for consolidation, a persistent failure in data

integrity. * RPT Dependency: 97% of total interest (₹112 Cr) is paid to promoters, with 77% of debt sourced

from related parties. * Inventory Risk: Inventory Days ballooned to 234 days, with ₹30 Cr of raw materials

facing expiry by August 2025. * Concentration Risk: 60% of trade receivables are due from a single

subsidiary, making liquidity entirely circular.

Overall scorecard summary Wockhardt is currently a speculative biotech SPV masked as a pharmaceutical

company, with financial health artificially bolstered by a ₹1,000 Cr equity infusion that masks a cash-burning

core. Earnings quality is poor due to aggressive R&D capitalization and a reliance on non-cash liability write-

backs to support margins. Governance remains a significant concern given the persistent audit trail failures and

an insular financial ecosystem where 97% of interest payments exit to promoters. The business is on a stable

but high-risk trajectory, where survival is entirely contingent on the binary clinical success of its NCE pipeline and

continued shareholder dilution.

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 —

Final line: "Total: 6/10 — Governance Rating: 2"

Part c: investor verdict

Thesis: Wockhardt is a binary biotech bet where the legacy business is a cash-burning shell used to fund a

high-risk, high-reward NCE pipeline. Overall stance: Watch Rationale: While deleveraging is positive, the

negative CFO and aggressive accounting make it too speculative for institutional entry until Phase 3 data is de-

risked. Re-evaluate when: CFO turns positive or WCK 5222 Phase 3 results are published. BULL CASE:

Successful Phase 3 results for WCK 5222 leading to a multi-billion dollar licensing deal. BEAR CASE: Clinical

trial failure for WCK 5222 leading to a ₹1,520 Cr impairment and potential insolvency. Key monitorable:

Promoter loan levels: ₹1,180 Cr → Watch for any withdrawal of support.



7. Year-over-year analysis

7.1 Changes

Metric /

theme
Summary a status Summary b status Forensic takeaway

Funding

Strategy

Reliance on asset sales

(₹79 Cr) and promoter loans

to bridge liquidity gaps.

Massive equity dilution via

₹1,000 Cr QIP used to repay

debt and fund R&D.

The company has transitioned from internal

liquidity management to a continuous equity

dilution treadmill to sustain its cash burn.

Margin

Trajectory

Operating Profit Margin

(OPM) at a razor-thin

3.00%.

OPM expanded to 13.00%.

Reported margin expansion is of low forensic

quality, as it was heavily aided by non-cash

liability write-backs and aggressive R&D

capitalization.

R&D

Accounting

Cumulative capitalized NCE

development stood at

₹1,288 Cr.

Capitalized ₹1,181 Cr in R&D

in a single year (84% of

annual revenue).

The aggressive shift of operational expenses

to the balance sheet masks the true depth of

the company's structural losses.

Working

Capital

Cash Conversion Cycle at

41 days with positive CFO

of ₹219 Cr.

Cash Conversion Cycle

ballooned to 123 days with

negative CFO of -₹22 Cr.

A massive surge in inventory days and

negative operating cash flow indicates a

significant breakdown in working capital

efficiency and cash realization.

Management

Tone

Defensive "survival mode"

focused on debt

restructuring and promoter

support.

Highly promotional "Biotech

Renaissance" narrative

focused on global leadership.

Management is utilizing a visionary biotech

narrative to pivot investor focus away from

the deteriorating fundamentals of the legacy

generics business.

Capital

Allocation

Capex (₹216 Cr) was largely

covered by operating cash

flows.

Capex (₹365 Cr) is entirely

funded by equity issuance due

to negative operating cash.

Capital allocation has become entirely

decoupled from organic cash generation,

making the company's growth dependent on

external capital markets.

7.2 Persistent patterns

Structural Insolvency & Promoter Reliance: The company remains structurally insolvent without

continuous "letters of support" and high-cost loans from the Khorakiwala family (exceeding ₹1,100 Cr).

Binary NCE Impairment Risk: Capitalized Intangibles and CWIP (now ₹1,520 Cr) represent a "make-or-

break" asset where any clinical trial failure would trigger a catastrophic balance sheet wipeout.

Related Party Value Leakage: Significant cash continues to exit the firm via high interest payments

(97% of total finance costs) and rent to promoter entities despite persistent consolidated losses.

Audit Trail & Data Integrity Failures: Recurring auditor flags regarding the lack of edit logs and database-

level logging in consolidation software suggest a systemic and unaddressed weakness in financial

oversight.

Negative Economic Returns: ROCE remains consistently stuck near or below 0% (4% in current year

is aided by capitalization), reflecting a massive asset base that fails to generate meaningful economic

value.

Going Concern Uncertainty: Auditors have consistently issued a "Material Uncertainty" warning regarding

the company's ability to continue operations in both periods.

Family-Centric Governance: The Board and KMP levels remain an insular family unit, with compensation

levels and limits increasing despite the company's chronic loss-making status.

Stalled Asset Impairment Avoidance: Non-core assets, such as the ₹47 Cr vaccine plant, remain "on

hold" across both years, avoiding necessary impairments through management's "alternate use" assertions.

• 

• 

• 

• 

• 

• 

• 

• 
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