Akums Drugs & Pharmaceuticals Ltd - Rating - Subscribe

IPO Details:

Akums Drugs & Pharmaceuticals Ltd is coming out with an IPO of about Rs. 1,856.74 cr consisting
of 2,73,45,163 shares of face value of Rs. 2 each in a price band of Rs. 646 — Rs. 679. The IPO
comprises of Fresh Issue of Rs. 680.00 cr and an Offer for Sale of Rs. 1,176.74 cr by the promoters
and an existing institutional shareholder. The IPO opens on 30" July’ 2024 and closes on 1* August’
2024.

Company Details:

» Leading pharma Contract Development and Manufacturing Organization (CDMO)
company, offering a comprehensive range of pharmaceutical products and services in India

and overseas.

» As a CDMO, Company produces an extensive range of dosage forms including tablets,
capsules, liquid orals, vials, ampoules, blow-filled seals, topical preparations, eye drops, dry
powder injections and gummies among others.

» Owns the intellectual property (IP) for the manufacturing processes of several of its
formulations, while maintaining focus on providing end-to-end product development and
manufacturing solutions to its clients.

» Provides other setrvices like, formulation research and development (R&D), preparation
and filing of regulatory dossiers in the Indian and global markets and other testing services.

» Apart from its core CDMO business, Company is also engaged in the manufacturing and
sale of branded pharmaceutical formulations and active pharmaceutical ingredients (APIs).

» Operates 10 manufacturing units with a cumulative formulations manufacturing capacity of
49.23 billion units annually.

Strength:

» Largest India-focused CDMO in terms of revenue, production capacity and clients.
during FY23.

» Enjoyed market share of 30.2% of the Indian domestic CDMO market by value.

» CDMO business clients includes marquee domestic pharma companies viz. Sun
Pharmaceuticals Ltd, Cipla, Dr. Reddy’s Laboratories, Alkem Laboratories, Ipca

Laboratories, Natco Pharma, among others.

> Long term relationship with customers with 26 out of 50 largest clients in terms of revenues
having legacy of more than 10 years with the Company.
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Growth Drivers:

» Indian domestic CDMO market is projected to grow at a CAGR of 14.3% between FY2024
— 28 and reach size of US$ 2.8 bn in FY28.

» Focus on expanding footprint in the domestic market by increasing its revenue

contribution from existing clients and by onboarding new clients.

» Aim to foraying into new therapeutic areas like neurology, psychiatry, and orphan diseases
under its domestic formulations business.

» Plans to expand its global presence by enteting newer markets with focus on lesset-
penetrated geographies such as Latin America, Europe and Middle Fast.

Obijectives of Fund Raise — Fresh Issue of Rs. 680.00 ct:

» Rs. 159.91 cr will be utilized towards repayment and/or prepayment of certain outstanding

borrowings of the Company.

» Rs. 227.09 cr will be utilized towatrds repayment/prepayment of all or certain borrowings of

subsidiaries.
» Rs. 55.00 cr will be utilized towards funding incremental working capital requirements.

> Certain portion of the funds will be utilized towards pursuing inorganic growth initiatives
through acquisitions.

» Balance funds will be utilized towards general corporate purposes.

Key Financial Highlights:

Akums Drugs & Pharmaceuticals Ltd (Rs. Cr)

Ebitda

Year Revenue Ebitda Margins (%) PAT EPS RoCE (%) RoE (%)

FY22 3,671.89 -91.72 -2.5% -250.87 -17.65 -18.89% -40.1%
FY23 3,654.82 337.95 9.2% 97.82 6.63 24.60% 13.5%
FY24 4,178.18 122.99 2.9% 0.79 -0.28 3.4% 0.1%

> Operating Revenue has grown at a CAGR of 6.7% between FY22 — FY24 to reach Rs.
4.178.18 cr in FY24.

» Swing in Ebitda is due to fair value changes linked to the put option liability which arose due
to buyback obligation given to an existing investor — Ruby QC Investment Holdings Pte.
Ltd. Adjusted for the put option liability Ebitda margins has been relatively stable at about
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11%. Further Ebitda margins are also impacted due to API business registering operational
loss.

» Its CDMO business has been delivering consistent Ebitda margins in the range of 14% -
15%.

» Profits after Tax is also impacted due to the above mentioned put option liability. However,
post FY24, this put option liability has been waived and company’s operating performance
will no longer be impacted by the fair value changes.

» Capital Efficiency too optically looks weaker, However, Adjusted RoCE and RoE in FY24
stood at 16.94% and 17.19% respectively.

Valuations:

» At Upper end of the IPO price band of Rs. 679, Akums Drugs & Pharmaceuticals Ltd will
be valued at about Rs. 10,685.49 ct.

» On EV/Adjusted Ebitda basis, Company is available at 22.67x its FY24 Adjusted Ebitda of
Rs. 480.76 cr.

» Investments can be made in Akums Drugs & Pharmaceuticals Ltd from longer term
perspective considering healthy growth prospects (CAGR of 14.3% between FY2024 —
28) in domestic CDMO industry where Company enjoys about 30.2% market share,
long term relation with customers, stable operating performance and capital
efficiency and likely positive impact on domestic CDMO companies on the back of
prospects of USA introducing Biosecure Act which aims to prohibit US Federal
government bodies from sourcing equipment and services from Chinese pharma
companies.

ADD VALUE BY SMART INVESTING Page 3

te]



¥ o
Wellworth Akums Drugs & Pharmaceuticals Ltd - Rating - Subscribe

Lead you to achieve financial goal

Wellworth Share & Stock Broking Litd
501, Akruti Orion 5th Floor, Shraddhanand Road, Vile Patle East, Mumbai-400057,

Tel: 022-67159008/67159097 Fax: 022-67159090

www.wellworthgroup.co

Disclaimer: For Private Circulation Only

The contents of report in the above company are based on information generally available to the public from sources believed to be reliable. No representation is made that it

is TIMELY, ACCURATE or COMPLETE

Wellworth Share and Stock Broking Ltd has taken due care and caution in compilation of data as this has been obtained from various Sources, which it considers reliable.
However, Wellworth Share and Stock Broking Ltd does not guarantee the accuracy, adequacy or completeness of any information and it is not responsible for any errors or
omissions or for the results obtained from the use of such information. Wellworth Share and Stock Broking Ltd is also not responsible for any errors in transmission and
especially states that it has no financial liability whatsoever to the subscribers / users / transmitters / distributors of this product. The information herein, together with all
estimates and forecasts, can change without notice. This report does not purport to be a complete solicitation of offers to buy or sell any securities. Reader of this report are

advised to consult experts or study prospectus and other legal offer documents issued by companies before taking any decisions based on information provided in the Report.

All material presented in this report, unless specifically indicated otherwise, is under copyright to Wellworth Share & Stock Broking Ltd. None of the material, nor its content,
nor any copy of it, may be altered in any way, transmitted to, copied or distributed to any other party, without the prior express written permission of Wellworth Share & Stock
Broking Ltd . All trademarks, service marks and logos used in this report are trademarks or registered trademarks of Wellworth Share & Stock Broking Ltd or its Group
Companies. The information contained herein is not intended for publication or distribution or circulation in any manner whatsoever and any unauthorized reading,
dissemination, distribution or copying of this communication is prohibited unless otherwise expressly authorized. Please ensure that you have read “Risk Disclosure Document
for Capital Market and Derivatives Segments” as prescribed by Securities and Exchange Board of India before investing in Indian Securities Market. In so far as this report

includes current or historic information, it is believed to be reliable, although its accuracy and completeness cannot be guaranteed.

Either WSSBL or its affiliates or its directors or employees / representatives / clients or their relatives may have position(s), make market, act as principal or engage in
transactions of purchase or sell of securities, from time to time or may be materially interested in any of the securities or related securities referred to in this report and they
may have used the information set forth herein before publication. WSSBL may from time to time solicit from, or perform investment banking, or other services for, any
company mentioned herein. Without limiting any of the foregoing, in no event shall WSSBL, any of its affiliates or any third party involved in, or related to, computing or

compiling the information have any liability for any damages of any kind.

*Long Term Investments could range from 3-5 vyears.
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