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Ratings
Facilities (:sr.n:rl:)r::) Rating1 Rating Action
Long-term Bank Facilities 339.12 CARI% A; Stable Revised from CARE A-;
(enhanced from 256.48) (Single A; (single A Minus)
Outlook :Stable)
Short-term Bank Facilities 75.00 CARE A2+ Reaffirmed
(enhanced from 45.00) (A Two Plus)
414.12
Total Facilities (Rupees Four Hundred Fourteen
crore and Twelve lakh only)

Details of instruments/facilities in Annexure-1

Detailed Rationale

The revision in the rating assigned to the long-term bank facilities of Sai Life Sciences Limited (Sai Life) is on account of
improvement in the financial performance of the company supported by growth in total operating income, improved
profitability margins, improved capital structure and debt coverage indicators during FY16 (refers to the period April 1 to
March 31). The rating revision also takes into account induction of Private Equity (PE) investor in the company, The
ratings continue to derive strength from the established track record of the company in the Contract Research and
Manufacturing Services (CRAMS) industry, extensive experience of the promoters in the life sciences industry, presence in
the entire CRAMS value chain, preferred vendor status awarded to Sai Life by globally established innovator
pharmaceutical and biotechnology companies resulting in healthy flow of repeat business and strong presence of the
company in products in phase Il and phase Il stages indicating high revenue potential upon commercialisation of the
same. The ratings, however, are constrained by company’s ongoing debt-funded capex which is expected to result in
leveraging of capital structure, elongated operating cycle, exposure to foreign exchange fluctuation risk and regulatory
risks associated with the pharmaceutical industry.

The ability of the company to derive benefit from the capex undertaken with subsequent expansion in scale of operation
while maintaining the profit margins and ability to maintain a comfortable capital structure are the key rating sensitivities.

Detailed description of the key rating drivers

The total operating income (TOI) increased during FY16 to Rs.428.24 crore on account of the ability of the company to bag
and execute repeated orders from existing customers. The profit margins also improved during the year. The capital
structure also improved during the year.

Private Equity Investors acquired significant minority stake share capital of Sai Life Sciences Limited from the existing
shareholders during FY16.

Sai Life was promoted by Dr Kanumuri Ranga Raju and Dr Raju Penmesta in 1999. Dr K. Ranga Raju, the Chairman of Sai
Life is a Ph.D in Pharmacy from U.S.A. Mr Krishnam Raju, the current Managing Director of the company, joined Sai Life in
2004 as Vice President of business development and was actively involved in the operations of the company since then.

Sai Life has a total of five manufacturing and R&D units in Hyderabad, Pune and Bidar. The company is an integrated
CRAMS provider and hence, has a presence in pre-clinical drug discovery, clinical development phase, followed by
commercial manufacturing and finally generic APl and formulation supply upon the product going off-patent.

The company is a preferred vendor for global innovator pharmaceutical and biotech companies.

The company is currently undertaking debt funded capex at its unit in Bidar, nearly doubling the capacity at its
manufacturing capacity at the said unit.

1Complet‘e definition of the ratings assigned are available at www.careratings.com and other CARE publications
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The company has an elongated operating cycle account of high collection and inventory holding period. It is exposed to
forex risk on account of forex loans and trade receivables from overseas clients and is also exposed to regulatory risks
associated with the pharma industry. In last one year the Company successfully cleared four USFDA audits and one
Japanese PMDA audit.

Analytical approach: Standalone

Applicable Criteria
Criteria on assigning Outlook to Credit Ratings

CARE’s Policy on Default Recognition

Criteria for Short Term Instruments

Rating Methodology-Manufacturing Companies

Financial ratios — Non-Financial Sector
Rating Methodology- Pharmaceutical Sector

About the Company

Sai Life, formerly known as Sai Advantium Pharma Limited, was incorporated in January 1999 by Dr Kanumuri Ranga Raju,
Dr Raju Penmesta, Mr Ravi Nandyala, and their family members. The company is an integrated CRAMS provider, and
provides drug discovery, development, and manufacturing services to pharmaceutical and biotechnology companies, with
manufacturing and research & development facilities in the states of Telangana, Karnataka and Maharashtra.

During FY16 (refers to the period April 1 to March 31), Sai Life has reported a PAT of Rs.34.39 crore on a total operating
income of Rs.425.13 crore as against a PAT of Rs.22.99 crore on a total operating income of Rs. 340.17 crore in FY15.

Status of non-cooperation with previous CRA: Not Applicable

Any other information: Not Applicable

Rating History for last three years: Please refer Annexure-2

Note on complexity levels of the rated instrument: CARE has classified instruments rated by it on the basis of complexity. This
classification is available at www.careratings.com. Investors/market intermediaries/regulators or others are welcome to write to
care@careratings.com for any clarifications.

Analyst Contact:

Name: Ms. Radhika Ramabhadran

Tel: 040- 40102030

Mobile: +91-8008883012

Email: radhika.ramabhadran@careratings.com

**For detailed Rationale Report and subscription information, please contact us at www.careratings.com

About CARE Ratings:

CARE Ratings commenced operations in April 1993 and over two decades, it has established itself as one of the leading credit rating
agencies in India. CARE is registered with the Securities and Exchange Board of India (SEBI) and also recognized as an External Credit
Assessment Institution (ECAI) by the Reserve Bank of India (RBI). CARE Ratings is proud of its rightful place in the Indian capital market
built around investor confidence. CARE Ratings provides the entire spectrum of credit rating that helps the corporates to raise capital
for their various requirements and assists the investors to form an informed investment decision based on the credit risk and their own
risk-return expectations. Our rating and grading service offerings leverage our domain and analytical expertise backed by the
methodologies congruent with the international best practices.

2 | Credit Analysis & Research Limited


http://www.careratings.com/upload/NewsFiles/GetRated/Outlook%20Criteria.pdf
http://www.careratings.com/pdf/resources/CAREPolicyonDefaultRecognition.pdf
http://www.careratings.com/upload/NewsFiles/GetRated/Short%20Term%20Instruments.pdf
http://www.careratings.com/upload/NewsFiles/GetRated/Manufacturing%20Companies.pdf
http://www.careratings.com/pdf/resources/FinancialratiosNonFinancialSector.pdf
http://www.careratings.com/upload/NewsFiles/GetRated/Rating%20Methodology%20-%20Pharmaceutical%20Sector.pdf
mailto:radhika.ramabhadran@careratings.com
http://www.careratings.com/

%@E Ratings

Professsanal Rk Opinson

Press Release ¥

Disclaimer

CARE's ratings are opinions on credit quality and are not recommendations to sanction, renew, disburse or recall the concerned bank
facilities or to buy, sell or hold any security. CARE has based its ratings/outlooks on information obtained from sources believed by it to
be accurate and reliable. CARE does not, however, guarantee the accuracy, adequacy or completeness of any information and is not
responsible for any errors or omissions or for the results obtained from the use of such information. Most entities whose bank
facilities/instruments are rated by CARE have paid a credit rating fee, based on the amount and type of bank facilities/instruments.

In case of partnership/proprietary concerns, the rating /outlook assigned by CARE is based on the capital deployed by the
partners/proprietor and the financial strength of the firm at present. The rating/outlook may undergo change in case of withdrawal of
capital or the unsecured loans brought in by the partners/proprietor in addition to the financial performance and other relevant
factors.

Annexure-1: Details of Instruments/Facilities

Name of the Date of Coupon Maturity Size of the Issue | Rating assigned along
Instrument Issuance Rate Date (Rs. crore) with Rating Outlook
Fund-based - LT-Term Loan | - Dec 2023 114.12|CARE A; Stable

Fund-based - LT-Cash Credit
Non-fund-based - ST-BG/LC

- 225.00[CARE A; Stable
- 75.00ICARE A2+

Annexure-2: Rating History of last three years

Sr. Name of the Current Ratings Rating history

No. Instrument/Bank Type Amount Rating | Date(s) & | Date(s) & | Date(s) & | Date(s) &
Facilities Outstanding Rating(s) Rating(s) Rating(s) Rating(s)
(Rs. crore) assigned in | assigned in | assigned in | assigned in
2016-2017 | 2015-2016 | 2014-2015 | 2013-2014
1. Fund-based - LT- LT 114.12 CARE A; - 1)CARE A- - -

ITerm Loan Stable (18-Feb-16)
2)CARE A-
(04-May-15)
3)CARE A-
(09-Apr-15)

2. [Fund-based - LT-Cash LT 225.00 CARE A; - 1)CARE A- - -
Credit Stable (18-Feb-16)
2)CARE A-
(04-May-15)
3)CARE A-
(09-Apr-15)

3. INon-fund-based - ST- ST 75.00 CARE - 1)CARE A2+ - -
BG/LC A2+ (18-Feb-16)
2)CARE A2+
(04-May-15)
3)CARE A2+
(09-Apr-15)
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Mr. Deepak Prajapati
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