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FY 2019-20 key highlights

“Since its inception in 2018,
Solara’s strategy has been
to focus on growth and
operational efficiencies.
Growth drivers include
new markets and filing
new products. Operational
drivers include cost
savings on raw materials,
capacity rationalisation
and improvements in
productivity.”

Jitesh Devendra
Managing Director

REVENUE EBITDA EBITDA MARGIN

(% in crores) (R in crores) (%)
1,549.27 279.34 20.7%
© 4% ® 21% ® 420 bps
R&D INVESTMENT TOTAL ASSETS

(% in crores) (R in crores)

46.96 2,153.50

® 5% ® 10% @ Yo¥ growth in FY 2019-20

Q@ Yov de-growth in FY 2019-20



Our strategy over the
last three years has
been a fairly simple
one - to ensure that
we extend the most
efficient platform for
future growth.

A great deal of work has been
undertaken to lay down strong
fundamentals, simplify processes
and make them more effective.
We have Implemented
programmes specifically focused
on rationalising costs, ramping
up capacity, improving market
competitiveness and delivering
material benefits, including a
significantly streamlined product
offering. We continue to build

in greater intrinsic value in our

portfolio, tailoring them to address
different market opportunities and
fulfil varied customer prerequisites.

Today, we offer a basket of
diversified, high-value commercial
APIs and contract manufacturing
services in over 75 countries.

We cater to requirements of every
scale, from milligram to metric
tonne. We cover the entire life cycle
of a new chemical entity, from
pre-clinical and clinical phases

to validation and commercial
supply, while fully complying

with domestic and international
guidance. We have a strong team
of talented scientists functioning
from two state-of-the-art research
centres which are supported

by six highly compliant, large
scale multi-product facilities. Our
integrated quality management
system, across the value chain
right up-to product delivery,

ensures consistency in the quality,
efficacy and safety of products.

We adhere to the most stringent
environment, health and safety,

and legal regulations, exceeding
the mandate in most cases. We
optimise our resources in a way that
mitigates pollution, reduces energy
consumption, conserves water and
minimises waste.

The world in we which operate

is changing rapidly and we are
positioning Solara to thrive in

this environment. With a reliable
foundation in place, our objective is
to sharpen our focus in areas where
we are strongest; ensure that we
have the scale and supply chain
reliability to compete profitably
across product categories; and
leverage our capacity to innovate in
addressing unmet market needs.




CORPORATE PORTRAIT

Who we are

Solara is a research-centric and customer-driven Active
Pharmaceutical Ingredients (API) manufacturer, with a footprint
across 75+ countries. We benefit from a legacy of over three decades
and trace our origin to the API expertise of Strides Shasun Ltd. and
the technical know-how of human API business from

Sequent Scientific Ltd.

Our objective is to bridge industry gaps by delivering value-based
products that cater to evolving customer requirements. We are
poised to grow as a leading ‘global pure-play APl company’ with
focus on highly compliant business operations and customer
advocacy.

DOING WHAT IS ‘RITE’ FOR CUSTOMERS

Values I

We will be amongst the Top
10 Pure-Play Global Active
Pharmaceutical Ingredients
Company that builds
significant value for our ReSpeCt
partners, stakeholders and

We treat each other and
shareholders, committed to

4 N ' our partners with respect.
protectEHuman Ilfetand pre |\/| | S S | O n We value and respect each
PSP other’s time. We will always
To be a Customer- respect our competition.

Centric Organisation
delivering APIs of
high quality.

2 Solara Active Pharma Sciences Limited



SOLARA IN A NUTSHELL

30+

Years of experience in APls,
intermediates and CDMO
services

2

R&D centres with focus on
developing APIs, CR services,
CIP and new technologies

150+

Drug Master Files (DMFs)

Iz

Integrity

Our business stands on the
pillar of integrity, honesty
and fairness. Everything we
do here stands the test of
public scrutiny.

6

Globally compliant
manufacturing sites

2,300+

People across multiple
locations, embracing our
culture of integrity and
transparency

25

Successful USFDA audits
across different sites

Transparency

Through timely
communications, we
endeavour to keep our
stakeholders, suppliers
and customers aware and
well informed on how we
conduct our business.

2,000k«i+

Capacity and capabilities

in high vacuum distillation,
hydrogenation, halogenation,
Grignard reaction and polymer
chemistry, among others

200+

Scientists with strong
technical leadership to
develop high quality
services that create strategic
value for our partners and
customers

Efficiency

We will achieve the highest
level of efficiency through

a focused approach to
customer centricity and
continuous improvement.
We will always strive to
ensure that our employees
are empowered to deliver
the best customer service in
the industry.

Annual Report 2019-20 3

oo}
c
@,
5
I}
1]
(7))
o
<
15
o)
s,
I
g

syioday A101n1e1s

sjuswialels |eloueuly

(




CORPORATE PORTRAIT CONTD.

Qur businesses

APl and intermediates

We develop and produce generics
and commercial APIs across niche
therapeutic categories, with proven
capabilities in complex products like
APIs based on polymers and
injectables. Our existing portfolio
includes 80+ commercial APIs and
25+ APIs under development across
high-value product segments.

4 Solara Active Pharma Sciences Limited

Contract Research and
Manufacturing Services
(CRAMYS)

We provide differentiated services for
APIs, including contract development
and manufacturing, analytical services,
impurity synthesis and profiling to our
customers. Our capabilities in contract
development and manufacturing (on
a full-time basis) span the entire value
chain of a new chemical entity, from
pre-clinical to commercial phases,
from lead analogues, building blocks,
reference studies and custom synthesis
for pilot campaigns to clinical supply
and so on.




Enduring relationships across the globe

World over, we enjoy foothold in key markets and have established long-term bonds with our customers.

3%
3%
Manufacturing assets

Multi-purpose API and
intermediate facility

One of the world's
largest lbuprofen
manufacturing facilities

Highly flexible pilot
plant with a broad
range of equipment

AMBERNATH
Multi-purpose API
and intermediate
facility
BENGALURU
Research and
innovation centre

MANGALORE

Niche as well as

large-volume APIs multi-product facility
and a.dvanced' ,/\‘CHENNAI

drug intermediates

Research and
J x innovation centre

VISAKHAPATNAM
Commissioned

MYSORE CUDDALORE
Key intermediate Multi-purpose API
manufacturing site and intermediate facility
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PERFORMANCE HIGHLIGHTS

Growing with confidence

REVENUE FROM
OPERATIONS

(% in crores

—

1,399.06

1,349.27
/

1,036.71

TARRTTEEATRRATRNNRRANY

ITITTITRTANARNRRN

2017-18 2018-19 2019-20

4%

NET DEBT/EQUITY*

(X)

15

2

/

=

=

= 0.8 0.8
é —

= =

= =

2017-18 2018-19 2019-20

M YoY growth in FY 2019-20

@ Yov de-growth in Fy 2019-20

EBITDA

(% in crores)

231.58
—
=
=

=

/

/

145.76 —_—

e —

= =

E =

— =

= —

— —

= =
== - \

2017-18 2018-19 2019-20

»21%

NET DEBT/EBITDA*

(X)
4.0
2
-
/
=
=
2.2
== 2.0
= 2
= =
= =

2017-18 2018-19 2019-20

EBITDA MARGIN

(%)
16.6
/,
/
14.1 :
== -
/
— I
= —_
— —
— —
= =
—— _-4—
- —
— f——]
— —

2017-18 2018-19 2019-20

® 420bps

FIXED ASSET
TURNOVER**
(X)

=
N
-
[

IR

TRAITETRATARANNRNR

HAIOIEN

2017-18 2018-19 2019-20

R&D INVESTMENTS

(% in crores)

—_
o
W
o

TTTATRRAVAANANNNNNNN

M
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* Net debt = Non-current borrowings add Current borrowings less Cash and cash equivalents less Current loans receivable from related party.
** Fixed Asset Turnover for FY2019-20 is after adjusting for fixed assets of Vizag unit.

1. FY 2017-18 financial numbers are based on unaudited proforma financial statements. The unaudited proforma financial numbers were
arrived at by consolidating the audited financial information of the Company for the period from February 23, 2017 to March 31, 2018 with
the financial information of the commodity API business of Strides and the human API business of Sequent, extracted from the reviewed

books of accounts of Strides and Sequent for the quarter ended June 30, 2017 and September 30, 2017.

2. FY 2018-19 and FY 2019-20 financial numbers are based on audited consolidated financial statements.

3. The above financial numbers are for continuing business.

6 Solara Active Pharma Sciences Limited



OPPORTUNITY LANDSCAPE

Trends shaping the industry

The contract development and manufacturing organisation (CDMO)
industry is highly fragmented. Consolidation in the industry has
been partly driven by the desire to diversify capabilities, so that
CDMOs can effectively provide customers with comprehensive
end-to-end drug development and manufacturing services, while

reducing operational costs.

e The pharmaceutical contract manufacturing market
is projected to grow at an annualised rate of 4.8%
between 2018 and 2028.

e Within the contract formulations market, solid dose
compounds lead with 50% followed by injectables
(33%) and semi-solid/liquid compounds (17%). The
growth is likely to be driven by injectables due
to increased focus on targeted therapies, such
as like oncology.

e In 2018, small molecule drugs accounted for 58%
of the industry’s pipeline. They have also seen more
success with the FDA, as 49% of approved new drug
applications in 2017 were for tablets.

e Owing to the growing demand and rapid growth
in the highly potent API (HPAPI) market, this is an
attractive area for investment by numerous Contract
Development & Manufacturing Organisations
(CDMO)/contract manufacturing organisations
(CMOs). Firms with existing High Potent Active
Pharma Ingredient capabilities are busy expanding
their facilities, while many without, sought to acquire
existing businesses or added HPAPI capacity.

e Given the complexity of manufacturing, an
estimated 70-80% of Antibody Drug Conjugates
manufacturing is outsourced to Contract
Development & Manufacturing Organisations
(CDMOs) that specialise in this category. Although
dominated by oncology, the Antibody Drug
Conjugates field is now broadening and being
developed for other areas, such as immunotherapy.

Source:

Small molecule drugs are becoming increasingly
complex and targeted; consequently, the
development of new drugs for small patient
populations is necessitating a new approach - one
that will increase the global capability to handle high
potency medicines.

A third of global value comes from the following
five therapy areas, which contribute over 55% of
global growth: oncology, antidiabetics, autoimmune
conditions, pain respiratory

The high growth sterile injectable space is
expected to reach US$657 billion by 2024 at a
growth rate of 8%

Oncology continues to grow, with 60% of all

high potency drugs being developed for cancer.
partnership with external CDMOs is the preferred
route for oncology drug development, due to its
unigue needs and rapid programme progression

With increasing privatisation of clinical trials,
there has been an upswing in the outsourcing of
research processes in developing regions, such as
China and India.

1) https://www.iqvia.com/insights/the-igvia-institute/reports/the-global-use-of-medicine-in-2019-and-outlook-to-2023
2) https://www.pharmamanufacturing.com/articles/2019/cdmo-trends-drug-development-and-industry-consolidation
3) https://www.europeanpharmaceuticalreview.com/article/113231/trends-in-the-cdmo-industry-for-2020/

4) https://www.wateronline.com/doc/the-pharma-trends-you-need-to-know-a-cdmo-s-perspective-0001
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VALUE DRIVERS

Engines of value creation

We emphasise efficiency as the only route to progress in a highly
competitive and fragmented market such as ours. Our objective is to
innovate, develop, manufacture and supply high-quality

APIs worldwide.

We seek niche product segments that are comparatively less
crowded to maximise value from each of the geographies we
are present in. We consciously favour value over volume, thereby

limiting pricing pressure in the long term and creating capacities
after assuring demand.

Infrastructure and capabilities

We have six globally compliant API and diversified
facilities with capacity over 2,000 kl. Our abilities
include complex chemistry capabilities, including
handling of catalytic hydrogenation, hydride
reductions, organometallic reactions and hazardous
reactions, among others. Our upcoming greenfield
site is expected to drive quality and compliance to
the next level.

Extensive portfolio

We offer rich basket of niche high-value products for
global markets. We have developed 80+ commercial
APIs predominantly in anthelmintic, anti-malarias,
anti-infective, neuromuscular insomnia and
anti-psychotic hyperkalemia segments, among
others. We also reinforce entry barriers to competition
and build strong intrinsic value through market-
specific launches.

8 Solara Active Pharma Sciences Limited



Worldwide presence

We have established strongholds in key
regulated markets and growth territories

and now have a presence in 75+ countries.
We also have 150+ DMF filings across the
world and will further deepen our footprint in
high-margin markets.

Robust research facilities

We have two research and development
units - in Bengaluru and Chennai - equipped
with state-of-the-art facilities and a pipeline
of 25+ products, at different stages of
development. These drugs primarily deal with
anthelmintic, anti-malarias, beta blockers,
muscle relaxants, novel oral anti-coagulants,
anti-infective and other niche segments.

culhl

Compliance

Our manufacturing facilities enjoy regulatory approvals from the United
States Food and Drug Administration (USFDA); European Directorate

for the Quality of Medicines (EDQM); Korea Food & Drug Administration
(KFDA) - South Korea; Euro Zone - Good Manufacturing Practice (EU-
GMP) - Danish, World Health Organization (WHO) - Geneva; Medicines and
Healthcare products Regulatory Agency (MHRA); Federal Commission for
the Protection against Sanitary Risk (Cofepris) - Mexico; Therapeutic Goods
Administration (TGA) - Australia; Pharmaceuticals and Medical Devices
Agency (PMDA) - Japan.

Cost rationalisation

We implement a range of proactive cost
improvement programmes to stay competitive,
expand margins and streamline efforts across
the spectrum of our offerings.

Al
Al
Al

Annual Report 2019-20 9

[ve]
c
@,
5
I}
[}
(%]
2
15
o
<.
I
2

syioday A101n1e1s

sjuswialels |eloueuld

(



FROM THE MANAGING DIRECTOR'’S DESK

A successful past.
A promising future.

Dear Shareholders,

On behalf of the Board of Directors,
| am pleased to share the progress
we have made for 2019-20.

Since its inception in 2018, Solara’s
strategy has been to focus on
growth and operational efficiencies.
Growth drivers include new
markets and filing new products.
Operational drivers include cost
savings on raw materials, capacity
rationalisation and improvements
in productivity.

We are happy that operational
efficiencies started to yield the
benefit in FY 2019-20.

STEADY PERFORMANCE

While the total revenue is at

% 1,349.27 crores, it is a degrowth of
4% from % 1,399.06 crores in

FY 2018-19. The operating EBITDA
grew by 15% at ¥ 328.04 crores
compared with operating EBITDA
of % 286.24 crores in FY 2018-19,
driven by sales of new products,

10 Solara Active Pharma Sciences Limited

capacity rationalisation and
benefits realised from our cost
improvement programmes.

We witnessed broad improvements
across key financial ratios. Though
our net debt increased from

T 461.6 crores in FY 2018-19 to

¥ 600 crores in FY 2019-20, net
debt-EBITDA trails at 2.2x%, as against
2.0x at the end of FY 2018-19. ROCE
grew from 14.1% in FY 2018-19

to 16.8% in FY 2019-20, which
speaks of our efficient use of
capital in generating higher returns
for stakeholders.

Despite sales of one of our key
APIs being suspended by the US
Food and Drug Administration
(FDA) and the rapidly escalating
novel coronavirus outbreak, we
are confident that Solara’s strong
foundation will help us withstand
challenges presented by the
operating environment.

IMPACT OF COVID-19

The pandemic has had a major
impact on global economy.

The rise in the novel coronavirus
cases worldwide led many
countries to impose social
distancing measures on mobility to
contain the spread of the disease.
The pan-India lockdown has
impacted the manufacturing sector,
in particular, with restrictions on
mobility disrupting supply chains
and logistics. The pharmaceutical
industry gains from some relaxation
in regulations, as it is classified as
essential services.

At Solara, we have taken every step
to ensure employee safety. We have
incorporated suitable systems and
practices to maintain operational
readiness without compromising
the health and wellbeing of

our people. Fortunately, our
dependence on China is limited
and prior to the outbreak being
declared a pandemic, we had
covered the inventory, wherein we
were dependent on China.

Issues related to import and local
transportation of raw materials and
finished goods have impacted our
sales. As China resumes production,
we believe the situation related to
availability of raw materials will be
less of a challenge.

OPPORTUNITIES ON THE
HORIZON

We believe COVID-19 has opened
up opportunities for the Indian
pharmaceutical sector. Excess
dependence on China has led to
dual source qualification, while
stocking of essential medicines has
led to increased demand in short
to medium term.




























































































































































































































































































































































































































































































































































































































































REGISTERED OFFICE
201, DEVAVRATA,
SECTOR 17, VASHI,

NAVI MUMBALI - 400 703.
TEL.: +91 22 2789 2924
FAX NO. +91 22 2789 2942

EMAIL: INVESTORS@SOLARA.CO.IN
WEBSITE: WWW.SOLARA.CO.IN

CIN: L24230MH2017PLC291636

CORPORATE OFFICE
3RD AND 4TH FLOOR,
BATRA CENTRE, NO.28,

SARDAR PATEL ROAD, GUINDY,
CHENNAI - 600 032

TEL.: +91 44 4344 6700 / 2220 7500
FAX NO. +91 44 2235 0278

/Concept, content and design at AlCL (hello@aicl.in)
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