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Source: CRORES. All figures ₹ Crores. Pipeline: v5-Gemini — W1a → W3 → W1b+W2+W2F (parallel, notes-

injected) → Merge.

Investor Snapshot

# Analytical Point Sentiment

1

Wockhardt has transitioned into a high-risk Special Purpose Vehicle (SPV) for biotech R&D,

abandoning its failing US generic model for a binary dependency on New Chemical Entity (NCE)

development.

🔴 Negative

2
Revenue grew a modest 5.55% YoY to ₹2,798 Cr, though the top line remains secondary to the company’s

primary function as a cash-burning vehicle for clinical trials.
🟡 Neutral

3
Operating margins are insufficient to cover fixed obligations, with finance costs alone consuming

10.9% of total sales, leading to a deep net loss of ₹472 Cr.
🔴 Negative

4
Profitability is non-existent at the bottom line, and earnings quality is severely compromised by ₹32

Cr in unprovided expiring inventory and aggressive R&D capitalization.
🔴 Negative

5
Financial health is critical with a D/E of 0.7x and an interest coverage ratio of just 0.57x, necessitating

a "Going Concern" warning from auditors as current liabilities exceed current assets by ₹109 Cr.
🔴 Negative

6
Cash flow generation is negative on a standalone basis, leaving the firm entirely reliant on external

funding, including a recent ₹468 Cr QIP and ₹889 Cr in extended promoter loans.
🔴 Negative

7
Capital allocation is concentrated in ₹1,288 Cr of capitalized R&D for WCK 5222; this represents a

massive impairment risk should Phase 3 trials fail to meet endpoints.
🔴 Negative

8
Earnings quality is further weakened by a lack of audit trails (edit logs) in consolidation software and

a high concentration of receivables (57%) within a single subsidiary.
🔴 Negative

9
Governance remains a significant overhang due to 39% RPT-to-revenue levels, active promoter

pledging, and a lack of institutional succession planning.
🔴 Negative

10
The primary risk is a binary failure of the WCK 5222 trial, which would likely trigger insolvency given

the current lack of financial self-sufficiency.
🔴 Negative

11
The outlook is tethered to Phase 3 progress across 70 centers globally and the potential for a multi-

billion dollar licensing deal if successful.
Positive

12
Investment View: WATCH; maintain a cautious stance until interest coverage exceeds 1.5x or clinical

data is published, as the current profile is unsuitable for institutional mandates.
🔴 Negative

1. BUSINESS OVERVIEW (In Bullet Points)

Business Segments: Wockhardt is transitioning from a traditional generic pharmaceutical player to a

research-driven Biotech and New Chemical Entity (NCE) focused organization. Key segments include NCEs,

Biosimilars (Insulin, Glargine), and a legacy generics portfolio.

Revenue Drivers: Growth is driven by the anti-diabetic portfolio and emerging biotech products. However,

the primary future revenue driver is the "Super-Drug" WCK 5222 (Zidebactam/Cefepime), currently in Phase

3 trials.

• 

• 



Cost Drivers: Significant R&D burn (₹1,288 Cr capitalized in intangibles), high finance costs (₹305 Cr), and

disproportionately high legal and professional fees (₹115 Cr) are the primary cost pressures.

Industry Position: Positioning as a leader in addressing Antimicrobial Resistance (AMR) globally. The

company is moving away from crowded oral solid generic markets toward "difficult-to-make" biotech products.

Expansion Plans & Capacity: Shifted to an "asset-light" model in the US by decommissioning the Illinois

manufacturing facility and moving to third-party manufacturing. Indian biotech sites remain the core

manufacturing hub.

Acquisitions & JVs: Focus is on strategic partnerships for NCE commercialization and licensing rather than

traditional acquisitions.

Geographical Presence: Global footprint with 28 subsidiaries; however, the US market strategy has been

restructured to reduce fixed overheads and regulatory exposure.

Segment Performance: Legacy business is stagnant or declining, while the Biotech/NCE pipeline represents

the "valuation floor" and future growth engine.

2. MANAGEMENT COMMENTARY & OUTLOOK

Strategic Pivot: Management is aggressively steering the company toward a "Biotech Renaissance,"

focusing on NCEs to solve the global Antimicrobial Resistance (AMR) crisis.

WCK 5222 Focus: The narrative is heavily anchored to the success of WCK 5222, with Phase 3 trials active

across 70 centers in 11 countries.

US Market Strategy: Decommissioning the Illinois plant is framed as a "de-risking" move to protect the P&L

from US regulatory shocks and high fixed costs.

Growth & Margin Guidance: Management highlights "robust double-digit operational growth" and a positive

operational EBITDA of ₹251 Cr, emphasizing "hygiene improvement" in the core business.

Capital

Raising: Approval sought for an additional ₹1,000 Cr (QIP/GDR) immediately following a ₹480 Cr QIP in

March 2024 to fund ongoing clinical trials and R&D burn.

Competitive Intensity: Moving toward Biosimilars (Insulin) where competition is lower than simple generics,

though clinical trial costs remain high.

New Projects: Significant focus on the anti-diabetic space and the commercialization of the NCE pipeline

between FY25 and FY28.

Long-term Vision: To emerge as a global biotech powerhouse, shifting away from the distressed generic

identity.

Management Tone: The management tone is defensively optimistic and aggressively visionary but

operationally fragile. While selling a high-growth biotech story, the underlying reality remains one of generic

collapse, high cash burn, and a critical reliance on promoter lifelines and equity dilution to sustain clinical

milestones.

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 2024 Mar 2023

Sales - 2,798.00 2,651.00

Sales Growth % 5.55 -17.93

Expenses - 2,707.00 2,550.00

Material Cost % - 41.64 41.91

Raw material cost 1,179.00 1,027.00

Change in inventory -14.00 84.00

Manufacturing Cost % 8.90 8.64

Employee Cost % 22.52 24.07

Other Cost % 23.70 21.58

Operating Profit 91.00 101.00

OPM % 3.00 4.00

Other Income - 17.00 -172.00

Exceptional items -66.00 -294.00

Other income normal 83.00 122.00

Interest 305.00 302.00

Depreciation 223.00 251.00

Profit before tax -420.00 -624.00

Tax % 12.00 0.00

Net Profit - -472.00 -621.00

Profit from Associates 0.00 0.00

Minority share 9.00 62.00

Exceptional items AT -58.00 -288.00

Profit excl Excep -414.00 -333.00

Profit for PE -406.00 -299.00

Profit for EPS -463.00 -559.00

Profit Growth % -36.00 -209.00

EPS in Rs -30.18 -38.80

Dividend Payout % 0.00 0.00



Balance Sheet (₹ Crores)



Line Item Mar 2024 Mar 2023

Equity Capital 77.00 72.00

Reserves 3,282.00 3,282.00

Borrowings - 2,356.00 2,184.00

Long term Borrowings 891.00 224.00

Short term Borrowings 1,221.00 1,663.00

Lease Liabilities 244.00 297.00

Preference Capital 0.00 0.00

Other Borrowings 0.00 0.00

Other Liabilities - 1,899.00 2,113.00

Non controlling int 303.00 308.00

Trade Payables 766.00 867.00

Advance from Customers 97.00 66.00

Other liability items 733.00 872.00

Total Liabilities 7,614.00 7,651.00

Fixed Assets - 2,881.00 3,042.00

Land 20.00 266.00

Building 645.00 1,088.00

Plant Machinery 2,609.00 2,612.00

Equipments 58.00 55.00

Computers 95.00 103.00

Furniture n fittings 95.00 91.00

Vehicles 6.00 9.00

Intangible Assets 1,357.00 1,359.00

Other fixed assets 521.00 113.00

Gross Block 5,406.00 5,696.00

Accumulated Depreciation 2,525.00 2,654.00

CWIP 1,722.00 1,539.00

Investments 0.00 0.00

Other Assets - 3,011.00 3,070.00

Inventories 640.00 658.00

Trade receivables - 618.00 797.00

Receivables over 6m 0.00 0.00

Receivables under 6m 776.00 910.00

Prov for Doubtful -158.00 -113.00

Cash Equivalents 529.00 124.00

Loans n Advances 47.00 68.00



Line Item Mar 2024 Mar 2023

Other asset items 1,177.00 1,423.00

Total Assets 7,614.00 7,651.00

Cash Flow Statement (₹ Crores)

Line Item Mar 2024 Mar 2023

Cash from Operating Activity - 219.00 153.00

Profit from operations 257.00 11.00

Receivables 142.00 199.00

Inventory 8.00 141.00

Payables 0.00 0.00

Loans Advances 35.00 18.00

Operating borrowings 0.00 0.00

Other WC items -193.00 -205.00

Working capital changes -8.00 153.00

Direct taxes -30.00 -11.00

Cash from Investing Activity - -138.00 -118.00

Fixed assets purchased -216.00 -209.00

Fixed assets sold 66.00 79.00

Investments purchased 0.00 0.00

Investments sold 0.00 0.00

Investment income 0.00 0.00

Interest received 3.00 2.00

Other investing items 9.00 10.00

Cash from Financing Activity - 334.00 -315.00

Proceeds from shares 468.00 0.00

Proceeds from debentures 0.00 0.00

Proceeds from borrowings 477.00 328.00

Repayment of borrowings -334.00 -325.00

Interest paid fin -197.00 -242.00

Dividends paid 0.00 0.00

Financial liabilities -79.00 -73.00

Other financing items -1.00 -3.00

Net Cash Flow 415.00 -280.00

Free Cash Flow 69.00 23.00

CFO/OP 274.00 162.00



Key Ratios (₹ Crores)

Line Item Mar 2024 Mar 2023

Debtor Days 81.00 110.00

Inventory Days 201.00 216.00

Days Payable 240.00 285.00

Cash Conversion Cycle 41.00 41.00

Working Capital Days -148.00 -186.00

ROCE % -1.00 0.00

3.2 Financial Analysis Summary

Revenue grew by 5.55% to ₹2,798 Cr, yet profitability remains severely strained with a Net Profit loss of -

₹472 Cr, primarily driven by high Other Cost % of 23.70% and Finance Cost of ₹305 Cr which consumes 

10.9% of total sales.

Operating Profit declined from ₹101 Cr to ₹91 Cr, resulting in a thin OPM % of 3.00%, while Other

Expenses are bloated by Legal and Professional Fees of ₹115 Cr (9.97% of revenue), signaling intense

litigation or regulatory burdens.

Trade Receivables decreased to ₹618 Cr on the Balance Sheet, but 57% of receivables are concentrated

with a single subsidiary, Wockhardt Bio AG, and ₹43 Cr are already classified as "credit impaired" and over 3

years old.

Inventory levels of ₹640 Cr include a high-risk component of ₹32 Cr in raw materials expiring by September

2024 for which no provision has been made, potentially overstating Total Assets and understating the Net

Profit loss.

Total Debt increased to ₹2,356 Cr, with a heavy reliance on Related Party Loans totaling ₹1,107 Cr,

indicating the business is not self-sustaining as Interest Coverage remains critical at 0.57x.

Cash from Operating Activity improved to ₹219 Cr, largely aided by a ₹142 Cr release from Receivables,

yet this was insufficient to cover Fixed assets purchased (Capex) of ₹216 Cr, leaving the company

dependent on Proceeds from shares (QIP) of ₹468 Cr to maintain liquidity.

CWIP stands at a massive ₹1,722 Cr, which includes ₹777 Cr of capitalized Intangible Assets Under

Development for New Chemical Entities (NCE); any clinical trial failure would necessitate immediate and

massive impairments to the Balance Sheet.

Short term Borrowings of ₹1,221 Cr and a liquidity deficit where current liabilities exceed current assets by 

₹109 Cr triggered a "Going Concern" warning from auditors, mitigated only by promoter "letters of support"

and debt maturity extensions to 2027.

Depreciation of ₹223 Cr decreased YoY, while Fixed Assets were impacted by the capitalization of foreign

exchange differences, a policy that smooths the P&L Statement but inflates carrying values.

Working Capital Days at -148.00 suggest a reliance on Trade Payables (₹766 Cr) and high Days Payable

(240) to fund the business, effectively using supplier credit to bridge the gap created by persistent Net Profit

losses.

ROCE % of -1.00% and ROE % of -14.05% reflect chronic capital inefficiency, where the asset base (₹7,614

Cr) is failing to generate positive returns, further evidenced by a low Asset Turnover of 0.37x.

Other Income of ₹83 Cr includes non-operational boosts such as a ₹19 Cr write-back of MSME interest and 

₹25 Cr of "liabilities no longer required," which artificially narrow the reported Profit before tax.
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Other Assets are dominated by ₹777 Cr of NCE development costs and a ₹47 Cr vaccine project officially

"on hold," signaling stalled capex that avoids impairment through "alternate use" claims.

Other Liabilities include ₹21 Cr in statutory dues, while Other Expenses are driven by structural cost

inflation in power and fuel (₹68 Cr) and high litigation intensity.

The dominant financial theme of the year is a precarious transition where the company is liquidating

working capital and diluting equity to fund a high-stakes R&D gamble, while remaining entirely

dependent on promoter debt for survival.

3.3 Contingent Liabilities & Commitments

Litigation: Merck Life Sciences has filed a company petition under Section 8 of the IBC for "compensation of

products ordered but not purchased."

Tax Disputes: Management notes that legal and tax disputes are inherently judgmental; estimates could

change "substantially" as new facts emerge.

Capital Commitments: Not explicitly disclosed as a fixed figure in the AR, but the company is committed to

massive ongoing R&D spend for Phase 3 trials.

Guarantees: Significant reliance on promoter "letters of support" to maintain going concern status.
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3.9 Earnings Quality & Forensic Checks



# Check Impact Status Evidence Notes Detail

1
PAT vs CFO

trend

Profit ↓ — persistent

losses and negative CFO

indicate business is not

self-sustaining.

🚩

PAT ₹-472 Cr; CFO ₹219

Cr (Consolidated) / ₹-168

Cr (Standalone).

Auditor KAM highlights "Going

Concern" risk due to net losses

and current liabilities exceeding

assets (p.165).

2

Receivables &

channel-stuffing

signal

Revenue ↑↓ —

receivables growth of

31.36% significantly

outpaces revenue growth

of 7.65%.

🚩

Receivables ₹620 Cr vs

₹472 Cr; Revenue ₹1,154

Cr (Standalone).

57% of trade receivables are due

from a single subsidiary,

Wockhardt Bio AG, raising

realization concerns (p.203).

3

Revenue timing

(unbilled/

advances)

Revenue ↑↓ — massive

utilization of old advances

suggests clearing backlog

rather than new bookings.

⚠

Contract liabilities

recognized: ₹232 Cr in

FY24 vs ₹908 Cr in FY23.

Revenue recognition involves

significant estimation for variable

consideration like rebates and

returns (p.167, 196).

4

Revenue from

related parties

%

Revenue ↑↓ — significant

reliance on inter-company

sales to Wockhardt Bio

AG for revenue.

⚠

Sales to Wockhardt Bio

AG: ₹115 Cr (approx. 10%

of standalone revenue).

High concentration risk;

receivables from this entity

dominate the balance sheet

(p.203).

5
Inventory vs

revenue growth

Profit ↓ — inventory

includes expiring stock

not provided for, risking

future write-downs.

🚩

Inventory ₹640 Cr;

Revenue growth 5.55% vs

Inventory growth -2.7%.

₹32 Cr of raw materials expire in

Sept 2024; no provision made

based on optimistic launch

assumptions (p.181).

6

Inventory

valuation

method change

Neutral — no explicit

change in valuation

method reported in the

accounting policies.

✅
Valued at lower of cost and

net realizable value.

Standard policy Note 3.j;

however, specific inventory

provisions of ₹14 Cr were made

for stalled contracts (p.192).

7

Exceptional

items in

operating profit

Profit ↑ — large

exceptional losses are

excluded from operating

profit to normalize

performance.

⚠

Exceptional items: ₹-66 Cr

in FY24 and ₹-294 Cr in

FY23.

Includes ₹14 Cr inventory

provision and prior year ₹50 Cr

contract asset write-offs (p.192).

8

Depreciation

rate vs useful

life policy

Profit ↑ — capitalization of

exchange differences on

loans inflates asset base

and smooths P&L.

⚠
Depreciation: ₹223 Cr

(FY24) vs ₹251 Cr (FY23).

Policy 3.e.ii allows capitalizing

foreign exchange differences on

long-term monetary items to fixed

assets (p.168).

9

Provision

reversals

boosting PAT

Profit ↑ — non-cash write-

backs of interest and

liabilities used to narrow

reported losses.

🚩

₹19 Cr MSME interest

write-back; ₹25 Cr

liabilities no longer

required.

These non-operational gains

provide a one-time boost to the

bottom line (p.187, 189).

10
Tax rate

consistency

Profit ↓ — effective tax

rate is inconsistent due to

unrecognized deferred tax

assets.

⚠

Tax rate 12%; P&L Tax ₹52

Cr vs Cash Tax paid ₹30

Cr.

Significant unrecognized

deferred tax assets exist due to

lack of "reasonable certainty" of

future profits (p.167).

11
CWIP age and

stalling projects

Profit ↓ — stalled projects

like the vaccine plant

avoid impairment through

"alternate use" claims.

🚩

CWIP ₹1,722 Cr

(Consolidated); Vaccine

plant ₹47 Cr on hold.

Intangible Assets Under

Development of ₹777 Cr for

NCEs have been carried for

years without commercialization

(p.174, 178).

12

Deferred tax

asset

Neutral — management is

conservative in not

recognizing assets
✅

Deferred tax assets not

recognized on carry-

forward losses.

Management judgment (Note

2.D.b.iii) limits recognition to the



# Check Impact Status Evidence Notes Detail

recognition

adequacy

without certain future

taxable income.

extent of deferred tax liabilities

(p.167).

13
RPT quantum

and trend

Profit ↓ — heavy reliance

on promoter loans and

high rent payments to

related entities.

🚩

Related party loans:

₹1,107 Cr; Rent to Carol

Info: ₹97 Cr.

Interest on related party loans

rose to ₹83 Cr; promoter support

is the only mitigation for going

concern (p.165, 201).

14
Dividend paid vs

FCF adequacy

Neutral — no dividends

paid as the company is

loss-making and FCF is

minimal.

✅

Dividend Payout 0%; Free

Cash Flow ₹69 Cr

(Consolidated).

Cash is prioritized for debt

repayment and R&D; QIP

proceeds of ₹480 Cr used for

debt reduction (p.186).

15
Audit Trail

Failure

Neutral — Lack of edit

logs in consolidation

software and database

levels.

🚩

Consolidation software

lacks edit log; database

logging disabled for

Holding and 2 subsidiaries.

Significant "red flag" regarding

data integrity and financial

oversight (p.77).

16
NCE

Impairment Risk

Profit ↓ — High degree of

management judgment on

₹1,288 Cr capitalized

R&D.

🚩

₹1,288 Cr in Intangibles

under development; ₹777

Cr specifically for NCEs.

Any clinical trial failure would

trigger massive impairments;

value is binary (p.73, 178).

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 ₹378 Cr in PPE and ₹357 Cr in CWIP affected by low

capacity utilization or deferred projects.

KAM - Recoverability of Intangible Assets under Development: High-risk assessment of ₹1,288 Cr

capitalized for NCE projects; recoverability depends entirely on future clinical success.

KAM - Recoverability of Goodwill: Assessment of ₹953 Cr in Goodwill; inherent complexity in determining

assumptions for recoverable amounts.

KAM - Going Concern: Auditor notes that while the opinion is unqualified, the Group has incurred a net loss

and current liabilities exceed current assets. The assumption is heavily predicated on continued promoter

support and asset monetization.

Audit Trail Weaknesses: The accounting software for consolidation lacked an edit log feature. For the

Holding Company and two subsidiaries, the audit trail was not enabled at the database level.

B. Related Party Transactions

Party Relationship Nature Amount (₹ Cr) Concern

KHIPL Promoter Group Loans Taken (Outstanding) 1,107.00 Cr Extreme liquidity dependency

Carol Info Services Promoter Entity Rent Paid 97.00 Cr Cash leakage despite losses

Promoter Group Promoters Interest Paid 83.00 Cr High cost of internal funding

Wockhardt Bio AG Subsidiary Sales of Goods 115.00 Cr Concentration of receivable risk

% of Revenue: 39.56% (RPT Loans / Revenue) → 🚩 Critical dependency.

• 

• 

• 

• 

• 

• 

• 

• 



% of CFO: 505.48% (RPT Loans / CFO) → 🚩 Funding gap bridged by promoters.

RPT Verdict: Governance Concern 🔴. The company is effectively a "promoter-funded" entity with significant

cash leakage via rent and interest despite deep losses.

C. Shareholding

Promoters: 51.92% (Down from 54.92% in Mar 2023).

FIIs: 4.93% (Up from 2.64%).

DIIs: 0.81%.

Public: 42.34%.

Promoter Pledging: 1.98 Cr shares remain pledged to secure NCDs.

D. Board Composition + KMP Compensation

Total Directors: 10 | Independent %: 60% | Women Directors: 2.

KMP Compensation:

Dr. Habil Khorakiwala (Chairman): ₹4.00 Cr (4.40% of EBITDA).

Dr. Huzaifa Khorakiwala (ED): ₹2.40 Cr.

Dr. Murtaza Khorakiwala (MD): ₹2.40 Cr.

Family Concentration: The Board and top management are heavily dominated by the Khorakiwala family

(Father and three children). Compensation remains flat despite a 9.9% decline in Operating Profit.

F. Capital Allocation & Capex

Action FY Current (₹ Cr) FY Prior (₹ Cr) % of CFO Signal

Capex 216.00 Cr 209.00 Cr 98.63% 🚩

Interest Payments 197.00 Cr 242.00 Cr 89.95% 🚩

Net Debt Change 143.00 Cr 3.00 Cr 65.30% ⚠

Equity Issuance (QIP) 468.00 Cr 0.00 Cr 213.70% Positive Liquidity

CAPEX Analytical Notes:

CFO Coverage: CFO/Capex ratio is 1.01, but core earnings do not cover capex; it is funded by working

capital liquidation.

Nature: Primarily growth capex directed toward NCE development (₹1,288 Cr capitalized).

Efficiency: Revenue growth (5.55%) is significantly lower than asset capitalization.

Takeaway: The ₹1,288 Cr capitalized in NCE development is a "binary" asset; its value is either

multi-billion or zero depending on Phase 3 results.

H. Risks

Liquidity / Going Concern (High): Current liabilities exceed current assets; persistent losses. Potential

insolvency if promoter support fails.

NCE Impairment (High): ₹1,288 Cr capitalized in NCE development. Massive P&L hit if Phase 3 clinical

trials fail.

Regulatory Compliance (High): Reliance on global regulatory approvals; any Warning Letter at Indian

biotech sites would be catastrophic.

Litigation (Medium): Merck Life Sciences IBC petition for compensation.
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Concentration (High): 57% of trade receivables due from a single subsidiary (Wockhardt Bio AG).

Inventory Obsolescence (Medium): ₹32 Cr of raw materials expiring by Sept 2024 without provision.

5. SCORECARD & VERDICT

Part A: Scorecard

Dimension
Rating

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

Business Quality 2 →
Binary NCE dependency; US

generic retreat.

Transitioning from a failing generic model to a

high-risk biotech SPV.

Financial Health 1 ↓
D/E 0.7x; Interest Coverage

0.57x; CFO < Capex.

Chronic losses and negative standalone CFO

make the firm reliant on external funding.

Earnings Quality 1 ↓
CFO < PAT (Standalone); ₹32

Cr unprovided inventory.

Earnings are propped up by non-cash write-

backs and aggressive R&D capitalization.

Management &

Governance
2 →

Audit trail failure; 39% RPT/

Revenue; Family board.

Deep family entrenchment and lack of audit

logs in consolidation software are major flags.

Capital Allocation &

Earnings Visibility
2 →

ROCE -1%; ₹1,288 Cr

capitalized R&D.

Capital is being sunk into long-gestation

NCEs with no current return and binary

visibility.

BUSINESS POSITIVES (for this company this year) * ✅ NCE Progress: Phase 3 trials for WCK 5222 are

active across 70 centers in 11 countries. * ✅ Liquidity Infusion: Successful ₹468 Cr QIP in March 2024 provided

a temporary cash buffer. * ✅ US De-risking: Decommissioning the Illinois plant reduces fixed overheads and US

regulatory exposure. * ✅ Promoter Support: Extension of ₹889 Cr in promoter loans to 2027 prevents

immediate default.

BUSINESS NEGATIVES / CONCERNS (for this company this year) * 🔴 Going Concern Risk: Current

liabilities exceed current assets by ₹109 Cr; auditors issued a material uncertainty warning. * 🔴 Financial Stress:

Interest coverage is a critical 0.57x, with finance costs consuming 10.9% of sales. * 🔴 Governance Red Flag:

Audit trail (edit log) was not enabled in consolidation software or at the database level. * 🔴 Asset Impairment

Risk: ₹1,288 Cr in capitalized R&D is a "binary" asset with high impairment risk if trials fail. * 🔴 Working Capital

Stress: ₹32 Cr of expiring inventory remains unprovided for; 57% of receivables are concentrated in one

subsidiary.

OVERALL SCORECARD SUMMARY Wockhardt is currently a financially distressed entity masquerading as a

high-potential biotech firm. Its financial strength is poor, characterized by chronic losses, critical interest

coverage, and a total reliance on promoter debt and equity dilution. Governance is a significant concern due to

the lack of audit trails and heavy family entrenchment. The business is on a stable but precarious trajectory,

where survival is entirely contingent on the binary outcome of the WCK 5222 clinical trials.

• 

• 



Part B: Governance Check Matrix

# Check Status Evidence

1 Audit opinion clean? ✅ Unqualified opinion (p.73).

2 Promoter pledge = 0? ❌ 1.98 Cr shares remain pledged.

3 KMP pay < 5% of PAT? ❌ Company is loss-making; KMP pay is ₹8.8 Cr.

4
RPT quantum < 5% of

revenue?
❌ RPT Loans/Revenue is 39.56%.

5 Board > 50% independent? ✅ 60% Independent (6 out of 10).

6 At least 1 woman director? ✅
2 women directors (Zahabiya Khorakiwala, Amelia

Fernandes).

7
No statutory dues

outstanding?
⚠ ₹21 Cr in statutory dues payable.

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

9 Audit trail enabled? ❌
Not enabled in consolidation software or database

level.

10 Frequent Auditor change ⚠
B S R & Co. retiring; M S K C & Associates

proposed.

Total: 4/10 ✅ — Governance

Rating: 2

Part C: Investor Verdict

THESIS: Wockhardt is a binary "lottery ticket" investment where the legacy business is a cash-burning vehicle to

fund the WCK 5222 clinical trial. OVERALL STANCE: WATCH RATIONALE: The extreme financial fragility and

governance gaps make it unsuitable for institutional investment until Phase 3 data is released. RE-EVALUATE

WHEN: Interest Coverage Ratio > 1.5x OR Phase 3 trial results for WCK 5222 are published. BULL CASE:

Successful Phase 3 results for WCK 5222 leading to a multi-billion dollar licensing deal or acquisition. BEAR

CASE: Phase 3 trial failure leading to a ₹1,288 Cr impairment and potential insolvency. KEY MONITORABLE:

Promoter Loan Balance: ₹1,107 Cr → Watch for any reduction or further extension.



7. YEAR-OVER-YEAR ANALYSIS

7.1 Changes

Metric / Theme Summary A Status Summary B Status Forensic Takeaway

Primary

Funding

Source

Asset sales (₹79 Cr) and

working capital

liquidation.

Equity dilution via QIP (₹468 Cr)

and new debt.

The company has shifted from internal

asset stripping to external equity infusion

to sustain its cash burn.

Revenue

Trajectory
Sharp decline of 17.93%. Modest recovery/growth of 5.55%.

Top-line stabilization is occurring, but it

remains insufficient to offset the structural

cost base.

Margin

Trajectory
OPM at 4.00%. OPM compressed to 3.00%.

Operating margins are deteriorating

despite revenue growth, indicating an

inability to control escalating "Other

Expenses."

Receivable

Profile

Receivables (₹1,292 Cr)

exceeded annual

revenue (120%).

Receivables (₹618 Cr) normalized

relative to revenue but 57%

concentrated in one subsidiary.

While the absolute receivable-to-revenue

ratio improved, the quality of the book is

now tied to a single subsidiary's liquidity.

Management

Tone

Defensive "survival

mode" focused on

liquidity and asset sales.

Aggressively visionary "Biotech

Renaissance" narrative.

Management is using a high-growth

biotech story to pivot away from the

reality of a collapsing legacy generics

business.

Governance

Oversight

Standard audit trail and

internal controls reported.

Audit trail (edit logs) disabled in

consolidation software and

databases.

The disabling of audit trails represents a

significant deterioration in financial data

integrity and oversight.

Liquidity Gap
Working capital deficit of

₹1,151 Cr.

Working capital deficit reduced to

₹109 Cr.

The liquidity crisis has been temporarily

bridged by the QIP, though the underlying

business remains cash-flow negative.

7.2 Persistent Patterns

Critical Promoter Dependency: The company remains structurally insolvent without continuous "letters of

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

Binary R&D Risk: Capitalized Intangibles and CWIP (₹1,125 Cr to ₹1,288 Cr) represent a "make-or-

break" asset where failure in Phase 3 trials would trigger a catastrophic balance sheet impairment.

Negative Interest Coverage: Operating profit consistently fails to cover finance costs (0.74x in Prior Year;

0.57x in Current Year), creating a perpetual debt trap.

Related Party Leakage: Significant cash continues to exit the firm via rent payments (₹91 Cr to ₹97 Cr)

to promoter entities despite the company reporting deep consolidated losses.

Going Concern Uncertainty: Auditors have consistently flagged "Material Uncertainty" regarding the

company's ability to continue as a going concern in both periods.

Family-Centric Governance: The Board and KMP levels remain heavily dominated by the Khorakiwala

family, with compensation remaining high relative to the company's loss-making status.

Capital Inefficiency: ROCE remains stuck at or below 0%, reflecting a massive asset base (₹7,600 Cr+)

that is failing to generate any meaningful economic return.

Stalled Projects: Non-core assets, such as the vaccine plant (₹47 Cr), remain "on hold" across both years,

avoiding impairment through management's "alternate use" assertions.

• 

• 

• 

• 

• 

• 

• 

• 
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