Supriya Lifescience Limited

IPO Note

Company Overview

Supriya Lifescience Limited (SLL) is one of the key Indian manufacturers and suppliers of active
pharmaceuticals ingredients (“APIs”), with a focus on research and development. As of October 31,
2021, they have niche product offerings of 38 APIs focused on diverse therapeutic segments such as
antihistamine, analgesic, anesthetic, vitamin, anti-asthmatic and anti-allergic. From April 1, 2020 until
October 31 2021, their products were exported to 86 countries to 1,296 customers including 346
distributors. Their products are registered with various international regulatory authorities such as
USFDA, EDQM, NMPA (previously known as SFDA), KFDA, PMDA, TGA and Taiwan FDA. As of
October 31, 2021, they have filed 14 active DMFs with USFDA and eight active CEPs with EDQM,
for their API products in therapeutic areas such as antihistamine, analgesic, anesthetic, vitamin, anti-
asthmatic and anti-allergic. Their business operations are supported by a modern manufacturing
facility located in Parshuram Lote, Maharashtra, which is approximately 250 km from Mumbai, Maha-
rashtra.

Objects of the issue
The IPO proceed will be used towards the following purposes;
= Funding capital expenditure requirements of the company( INR 923 Mn)

= Repayment and/ or pre-payment, in full or part, of certain borrowings availed by the company
(INR 600 Mn)

= General corporate purposes
Investment Rationale
Significant scale with leadership position across key & niche products

The company has significant presence in the APl market with niche product offerings of 38 APIs as
of 31 October 2021. The company is the largest exporter of Chlorpheniramine Maleate(40-45%) and
Ketamine Hydrochloride(60-65%) from India. The company is also among the largest exporter of
Salbutamol Sulphate (30-40%) from India .Further , the Company also contributed to 25-30% of ex-
ports of Vitamin B2 (Riboflavin, Lactoplavin) and its salts from India in FY17 to FY21 in terms of vol-
ume. As can be seen here the Company is really good at identifying, developing and scaling up of
generic molecules (off-patent) from existing therapeutic segments (Their demand is high in volume
and low in competition) and thus drive relatively higher returns from investments .

Geographically diversified revenues with a global presence across 86 countries

The Company using their marketing and distribution network as well as by entering into distribution
arrangements with pharmaceutical distributors in foreign markets, has exported their products to 86
countries .For the six month period ended September 30, 2021, export sales accounted for 73.6% of
revenue from operations. Their clients include global pharma companies like Syntec Do Brasil LTDA,
American International Chemical Inc, Suan Pharma Inc etc which are spread across various regulat-
ed markets such as USA , China , Japan as well Semi Regulated and Unregulated Markets such as
Brazil , Mexico , Kenya etc . This wide and diversified geographical presence of the Company’s oper-
ations, including a balanced mix of penetration in regulated and semi-regulated and non-regulated
markets, coupled with niche product offerings in diverse therapeutic segments, means that their busi-
ness model is well protected from concentration to a particular jurisdiction or from products of a par-
ticular therapeutic segment

Expansion of manufacturing capabilities.

The company currently has a reactor capacity of 547 KL/day from their manufacturing facility located
in Parshuram Lote, Maharashtra spread across 23,806 sq. mts. The company intends to enhance
this production capacity through additional capital expenditure. They have also initiated the construc-
tion of a new warehouse and administration block. For this the company has already purchased a
plot of land measuring 12,551 sq.mt .As on October 31, 2021,they have already been backward inte-
grated for 12 of their existing product and they also intend to commence production of intermediates
for their other products like Diphenhydramine Hydrochloride, Cetirizine Dihydrochloride and Tra-
madol. This proposed expansion of manufacturing facility is intended to enhance this backward inte-
gration.

Valuation and Outlook

The promoter’s technical expertise in the sector has enabled SLL to diversify its product portfolio and
gain a strong foothold in the domestic and international markets. SLL occupies a healthy share in the
global market for its key products and is one of the leading companies producing chlorpheniramine
maleate (CPM) and ketamine. It also enjoys long-term association with reputed customers that trans-
late into repeat orders. SLL demonstrates a sustained improvement in its scale of operations and
profit margins and efficiently manages its working capital requirements, thereby reflecting notable
improvement in utilization levels and free cash balances. Moreover, the issue is attractively priced at
the upper end of the price band at a 16.2 P/E (based on FY 21 earnings), significantly discount to its
listed peers with similar return and margin profile. Hence, we recommend a “SUBSCRIBE” rating on
this issue.
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Therapeutic area wise revenue contributions (In Mn)

Product wise revenue contributions (In %)

herapeutic Area FY21 H1FY22 Product (%) FY21 H1FY22

Analgesic/anti-pyretic/anesthetic 1,189 654 Chlorpheniramine Maleate 18.2% 24.2%
Anti-histamine 1,012 657 Ketamine Hydrochloride 27.4% 19.1%
i 533 325 Salbutamol Sulphate 9.9% 8.8%
Anti-asthma 306 212 Dexchlorpheniramine Maleate 2.5% 21%
Anti-allergic 7 o Pheniramine Maleate 2.5% 1.3%

Bisoprolol Fumarate 3.1% 1.2%
Anti-malarial 203 173

Mepyramine Maleate/ Pyrilamine 1.6% 1.1%
Anti-hypertensive 132 36

Dextromethorphan Hydrobromide 0.3% 1.0%
Xanthine derivatives & Beverages 36 14 Levosalbutamol Sulphate 0.4% 0.6%
Smoking|cessation 21 ¥ Brompheniramine Maleate 1.1% 0.5%
Decongestant 13 22 Allopurnol 0.0% 0.2%
Feed additive 5 10 Dexbrompheniramine Maleate 0.1% 0.1%
Source: RHP, BP Equities Research

Region wise % of total revenue from operations for the specified periods

Markets FY21 H1FY22 Segment FY21 H1FY22
Regulated 38% 49% Export sales 77% 74%
ng;ggegg Setgcma?gets 62% 51% Domestic sales 23% 26%
Region FY19 FY20 FY21 H1FY22
India 29.0% 28.2% 22.5% 26.4%
China and Cambodia 8.5% 12.1% 9.8% 19.5%
Europe 13.4% 17.7% 17.4% 18.5%
Asia( other than India, China and Cambodia) 28.9% 24.0% 19.5% 17.3%
Latin/South America (Argentina ,Brazil and Peru) 9.7% 7.7% 19.2% 12.0%
North America 7.4% 6.1% 4.8% 2.4%
Source: RHP, BP Equities Research
Particulars FY19 FY20 FY21 H1FY22
Capacity Utilization % 63% 63% 71% 49%
Source: RHP, BP Equities Research
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Key jurisdictions in which company sell their products

Region Country Therapy Market
Kenya, Tanzania, Uganda, Zim-

Africa babwe, Ghana and Nigeria Anti-histamine, anti-allergic and anti-asthmatic Non-regulated markets

Asia China Anti-histamine and anti asthmatic Regulated

Asia South Korea Anti-histamine, vitamin, analgesic and anti-allergic Regulated
Cambo-

Asia ﬁ}'g:ﬁg&g’;ﬁg%guﬂﬁpl\a;elépg;g'panti-histamine, anti-allergic, vitamin, anti-asthmatic Semi-regulated and
Thai,land Viet,nam ana Ban)glgla-, and analgesic non regulated markets
desh

Asia Japan Chlorpheniramine maleate Regulated

UK, Germany, Netherland,
Europe Spain, Switzerland, Belgium,
Italy and France

Analgesic,anti-hypertensive,anto-allergic,anti-
histamine,analgesic,vitamin and anti-asthmatic Regulated
Anti-histamine, anti-allergic, analgesic and anti-

Latin America Argentina asthmatic

Non-Regulated
Anti-histamine, anti-allergic, analgesic and anti-

Latin America Brazil asthmatic

Regulated

Latin America Venezuela and Chile Anti-histamine and analgesic Semi-regulated and non regulated

Anti-histamine, anti-allergic, analgesic, vitamin and

Latin America  Columbia ,Mexico and Peru . oo o

Semi-regulated and non regulated

Anti hypertensive, anti histamine, decongestant,

North America USA and Canada anti-allergic, analgesic, vitamin and anti-asthmatic

Regulated

Source: RHP, BP Equities Research

List of key customers
Name Country Customer Type Key Products Supplied
Methylcobalamine, Bisoprolol Fum-
rate ,Chlorpheniramine Maleate
Methylcobalamine ,Chlorpheniramine Male-
ate ,Tramadol

Bisoprolol Fumarate, Chlorpheniramine
Akums Drugs and Pharmaceuticals Limited India Manufacturer  Maleate, Levosalbutamol Sulphate, Bu-
propion Hydrochloride, Methylcobalamine
Brompheniamine Malate, Chlorpheniramine
Pharmaceutical Dis- Maleate, Dexchlorpheniramine Malate, Di-

Mankind Pharma India Manufacturer

Acme Generics LLP India Manufacturer

American International Chemical Inc USA tributor phenhydramine, Pheniramine Maleate,
Pyrilamine Maleate
Pharmaceutical Dis- Ketamine Hydrochlo-
Saun Farma, Inc Lon tributor ride ,Mythylcobalamin ,Pyrilamine Maleate
Almat Pharmachem Inc. Canada Manufacturer Pyrilamine Maleate ,Diphenhydramine Hy-

drochloride
Diphenhydramine, Dextromethorphan Hy-

Ampak Company Inc. USA Pharmﬁft?ulf[g?al Dis- drobromide, Pyrilamine Maleate, Chlor-
pheniramine Maleate

LNK International Inc. USA Manufacturer r;;;rtileamine Maleate ,Chlorpheniramine Ma-

Syntec Do Brasil LTDA Brazil Manufacturer ~ Ketamine Hydrochloride

Ketamine Hydrochloride, Dexchlorphenira-
AT Planejamento e Desenvolvimento de Negocios Brazil Pharmaceutical Dis- mine Malate Chlorpheniramine Male-
LTDA tributor ate ,Pheniramine Maleate, Bromphenira-
mine Maleate

Source: RHP, BP Equities Research
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Income Statement (In mn)

Particulars FY19

Revenue

Revenue from Operations 2,778 3,116 3,854 2,248
Total Revenue 2,778 3,116 3,854 2,248
Expenses

Material Cost 1,461 1,524 1,406 884
Changes in Inventories 8 (139) (124) (52)
Employee benefit expenses 190 256 328 178
Other expenses 473 492 572 304
Total Operating Expenses 2,131 2,133 2,181 1,314
EBITDA 647 984 1,673 934
Depreciation and Amortization Expense 54 64 67 49
Other Income 80 111 109 53
EBIT 673 1,031 1,715 937
Finance Cost 102 68 41 20
PBT 571 962 1,674 917
Current Tax 170 251 430 213
Deferred Tax Charge 7 (22) 5 44
Total Tax 177 228 436 257
PAT 394 734 1,238 660
Diluted EPS 5 10 17 9

Source: RHP, BP Equities Research

Cash Flow Statement (In mn)

Particulars FY19 FY20 FY21 H1FY22
Cash Flow from operating activities 487 1,161 799 158
Cash flow from investing activities 48 (245) (474) (96)
Cash flow from financing activities (497) (292) (149) 18
Net increase/(decrease) in cash and cash equivalents 38 623 176 80
Cash and cash equivalents at the beginning of the period 86 124 747 923
Cash and cash equivalents at the end of the period 124 747 923 1,003

Source: RHP, BP Equities Research

Institutional Research BP Equities Pvt. Limited (www.bpwealth.com) 14/12/2021 4

BP Equities reports are also available on Bloomberg [BPEP <GO>]



B

BP WEALTH

Supriya Lifescience Ltd. IPO Note

Balance Sheet (In mn)

Particulars FY19 H1FY22
Liabilities
Share Capital 146 146 146 146
Other Equity 792 1,346 2,543 3,202
Net worth 938 1,492 2,689 3,349
Lease Liabilities 25 23 21 19
Borrowings 81 24 - -
Deferred tax liabilities(net) 97 75 80 124
Provisions 7 10 13 22
Other Financial Liablities 33 186 195 -
Total Non Current Liabilities 244 318 309 165
Borrowings 772 767 674 710
Trade Payables 441 494 510 561
Other Financial Liabilities 45 31 27 -
Other Current Liabilities 37 225 82.11 68
Provisions 12 15 15 6
Current Tax Liablities 41 22 152 181
Total Current Liabilities 1,349 1,554 1,460 1,527
Total Liabilities 2,531 3,364 4,458 5,041
Assets
Property, Plant & Equipment 805 930 957 1,451
Right to use asset 21.77 18.41 14.72 12.86
Capital Work in Progress 354 402 788 342
Intangible Assets 20 32 30 31
Investments 1 1 1 1
Other Financial Assets 0.38 1.78 4.34 4.37
Other non current assets - - - -
Total Non Current Assets 1,201 1,384 1,794 1,841
Inventories 307 495 725 885
Trade Receivables 600 525 737.46 844
Cash and Cash Equivalents 17 15 311 24
Bank Balances - - 124 763
Other Financial Assets 107 732 488 217
Loans and Advances 124 1 12.29 13
Other Current Assets 175 203 267 456
Total Current Assets 1,329 1,980 2,664 3,200
Net Current Assets (20) 426 1,204 1,673
Total Assets 2,531 3,364 4,458 5,041

Source: RHP, BP Equities Research

Key Risks

= Their international operations exposes them to complex management, legal, tax and economic risks, which could adversely affect
their business, results of operations and financial condition

= Any delay in production at, disruption or shutdown of manufacturing facility, or failure to achieve optimal capacity utilization at such
facility could adversely affect the business.

= The company currently do not have any long term contractual arrangements with any of their customers and conduct business with
them on the basis of their purchase orders from time to time . Further the customers may start manufacturing their own APIs . Thus
this is a risk because the company is dependent on limited number of customers for a significant portion of revenues. The company is
highly dependent on their ability to develop and commercialize new products in a timely manner to drive the growth of their business.
This development and commercialization processes are both time consuming and costly and involve a high degree of business risk.

= Disruption, weakness, failure of our information technology systems, breach of data, cyber threats, inability to innovate, upgrade and
respond to new technological advances.
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Disclaimer Appendix

Analyst (s) holding in the Stock : Nil

Analyst (s) Certification:

We analysts and the authors of this report, hereby certify that all of the views expressed in this research report accurately reflect our
personal views about any and all of the subject issuer (s) or securities. We also certify that no part of our compensation was, is, or will
be directly or indirectly related to the specific recommendation (s) or view (s) in this report. Analysts aren't registered as research ana-
lysts by FINRA and might not be an associated person of the BP Equities Pvt. Ltd. (Institutional Equities).

General Disclaimer

This report has been prepared by the research department of BP EQUITIES Pvt. Ltd, is for information purposes only. This report is not
construed as an offer to sell or the solicitation of an offer to buy or sell any security in any jurisdiction where such an offer or solicitation
would be illegal.

BP EQUITIES Pvt. Ltd have exercised due diligence in checking the correctness and authenticity of the information contained herein, so
far as it relates to current and historical information, but do not guarantee its accuracy or completeness. The opinions expressed are our
current opinions as of the date appearing in the material and may be subject to change from time to time. Prospective investors are cau-
tioned that any forward looking statement are not predictions and are subject to change without prior notice.

Recipients of this material should rely on their own investigations and take their own professional advice. BP EQUITIES Pvt. Ltd or any
of its affiliates or employees shall not be in any way responsible for any loss or damage that may arise to any person from any inadvert-
ent error in the information contained in this report. BP EQUITIES Pvt. Ltd. or any of its affiliates or employees do not provide, at any
time, any express or implied warranty of any kind, regarding any matter pertaining to this report, including without limitation the implied
warranties of merchantability, fitness for a particular purpose, and non-infringement. The recipients of this report should rely on their own
investigations.

BP EQUITIES Pvt. Ltd and/or its affiliates and/or employees may have interests/ positions, financial or otherwise in the securities men-
tioned in this report. Opinions expressed are our current opinions as of the date appearing on this material only. While we endeavor to
update on a reasonable basis the information discussed in this material, there may be regulatory, compliance, or other reasons that pre-
vent us from doing so.

This report is not directed to or intended for display, downloading, printing, reproducing or for distribution to or use by any person in any
locality, state and country or other jurisdiction where such distribution, publication or use would be contrary to the law or regulation or
would subject to BP EQUITIES Pvt. Ltd or any of its affiliates to any registration or licensing requirement within such jurisdiction.

Corporate Office: Registered Office:

4th floor, 24/26, 1st Floor, Cama Building,
Rustom Bldg, Dalal street, Fort,

29, Veer Nariman Road, Fort, Mumbai-400001

Mumbai-400001

Phone- +91 22 6159 6464
Fax-+91 22 6159 6160
Website- www.bpwealth.com BP Equities Pvt. Ltd.

CIN No: U67120MH1997PTC107392
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