Indegene Ltd. SUBSCRIBE

IPO Note
Company Overview

Indegene is a provider of digital-led commercialization services for the life sciences industry, includ-
ing biopharmaceutical, emerging biotech and medical devices companies and the sales and market-
ing of their products. Their solutions enable life sciences companies to develop products, launch
them in the market, and drive sales through their life cycle in a more effective, efficient and modern
manner. The company achieves this by combining over two decades of healthcare domain expertise
and fit-for-purpose technology. Their portfolio of solutions covers all aspects of commercial, medical,
regulatory, and R&D operations of life sciences companies. The company’s Enterprise Commercial
Solutions and Omnichannel Activation Solutions cater to the commercial functions of life sciences
companies, while their Enterprise Medical Solutions and Enterprise Clinical Solutions cater to their
medical and R&D functions. Their Enterprise Clinical Solutions help drive efficiencies in the drug dis-
covery and clinical trial operations of life sciences companies. They provide consultancy services
through their subsidiary, DT Associates Ltd., under the DT Consulting brand. The company has es-
tablished client relationships with each of the 20 largest biopharmaceutical companies in the world.
Since its inception, Indegene has completed a total of 13 acquisitions and has enjoyed synergistic
benefits from each of them. As of December 31, 2023, Indegene had 65 active clients whom they
deliver solutions from their six operation hubs and 17 offices located across North America, Europe
and Asia.

Objects of the issue
The net proceeds from the fresh issue will be used towards the following purposes:
= Repayment/prepayment of indebtedness of one of material subsidiaries, ILSL Holdings, Inc

= Funding the capital expenditure requirements of company and one of material subsidiaries,
Indegene, Inc

= General corporate purposes.
Investment Rationale

Strong digital capabilities and in-house developed technology portfolio to propel
growth

The company claims strong digital capabilities and an in-house developed technology portfolio that is
set to drive its growth. At the core of their solutions are proprietary tools and platforms that have
been developed in-house. These applications automate and create Al-based efficiencies using Al,
ML, NLP, and advanced analytics capabilities, which are core components of their solutions. These
proprietary "NEXT"-branded tools and platforms drive transformation across the commercialization
lifecycle of biopharmaceutical products and medical devices. They aim to drive efficiency, effective-
ness, and quality in various life sciences companies' R&D and commercialization processes. The
company has a dedicated team of 650 individuals supporting technology innovation. They have also
built a Gen Al workbench that interfaces their technology team and life sciences subject matter ex-
perts ("SMEs"). Their technology team evaluates different Gen Al models and develops the technolo-
gy infrastructure. Their SMEs can interact with this workbench using natural language and contextu-
alize Gen Al for various business use cases. Their NEXT suite of tools and platforms helps them
drive enterprise outcomes at scale in content management, safety and pharmacovigilance, regulatory
intelligence and planning, customer data management and advanced analytics, clinical trials and
workflow management. Thus, we believe that the company is poised to transform the life sciences
industry and drive its growth.

Established long-standing client relationships to drive business performance

Indegene has built long-standing relationships with marquee biopharmaceutical companies, including
each of the 20 largest biopharmaceutical companies globally by revenue for FY23. They typically
enter into Master Service Agreements (MSAs) with clients ranging from 1 to 3 years, which broadly
set out terms of their engagements, and they execute separate work orders for individual engage-
ments setting out commercial terms. Due to the sticky nature of their solutions, recurring revenues
account for a high proportion of their total revenues. Their retention rates were 122.83%, 159.89%
and 129.90% for the financial years 2023, 2022 and 2021, respectively. The company’s operations
are centred around their clients’ revenue-generating activities rather than managing cost centres, in
contrast to several broad-based service providers. This allows them to develop strong and lasting
relationships, ensuring revenue visibility for the company.
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Indegene Ltd.

Valuation

Indegene has developed various tools and platforms, including applications that automate and create
Al-based efficiencies in developing commercial assets, regulatory documents, and medical content.
In addition, they have applications that assist in managing various processes of their clients’ work-
flow. The company provide domain expertise that helps them contextualize the use of technology to,
among other things, optimize sales and marketing costs, drive omnichannel activation at scale,
enable faster recruitment of patients for clinical trials and accelerate the time taken to make regulato-
ry submissions. The company also continuously pursues acquisition opportunities that fall in capabil-
ity buys, technology play, and efficiency play. Since its inception, Indegene has completed 13 acqui-
sitions. The acquisitions have helped it access new technologies, markets and clients and have
helped expand the range of solutions it offers to its clients. The company also has a record of sus-
tained consolidated revenue from operation, growing at a CAGR of 54.5% during FY21-23. Going
ahead, the improvement in operational performance is anticipated to be driven by strengthening their
go-to-market approach through deepening relationships with existing clients, establishing new client
relationships, strengthening new market segments, focusing on high-value opportunities, and scaling
promising business verticals. The issue is valued at a P/E of 31.3x on the upper price band
based on FY24E earnings, which we feel is fairly valued. We, therefore, recommend a SUB-
SCRIBE rating for the issue.

Key Risks

= The company's business is solely focused on the life sciences industry and may be adversely
impacted by factors affecting the industry, including growth of the overall industry, outsourcing,
and other trends.

= The majority of the company's revenues are derived from subsidiaries. Any disruption in the op-
erations of one or more of its subsidiaries may adversely affect business, financial condition and
results of operations.

= The company’s business depends on attracting, developing, motivating, retaining and effectively
utilizing skilled professionals. If they cannot manage attrition and attract and retain skilled profes-
sionals, it may adversely impact business prospects, reputation and future financial perfor-
mance.
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Income Statement (Rs. in millions)

Particulars FY21 FY22 FY23 9IMFY24
Revenue

Revenue from Operations 9,663 16,646 23,061 19,166
Total Revenue 9,663 16,646 23,061 19,166
Expenses

Employee benefit expenses 5,356 10,143 14,648 12,232
Other expenses 2,001 3,633 4,452 3,267
Total Operating Expenses 7,357 13,777 19,099 15,499
EBITDA 2,305 2,869 3,962 3,667
Depreciation and Amortization expenses 255 335 598 576
Other income 306 259 580 531
EBIT 2,356 2,794 3,944 3,622
Finance costs 70 60 313 371
Exceptional Item 30 -469 0 0
PBT 2,317 2,265 3,630 3,251
Total tax 458 637 969 832
PAT 1,857 1,628 2,661 2419
Diluted EPS 8.7 7.5 12.0 10.8

Source: RHP, BP Equities Research

Cash Flow Statement (Rs. in millions)

Particulars FY21 FY22 FY23 IMFY24
Cash Flow from operating activities 1,720 2,970 1,302 3,543
Cash flow from investing activities -242 -1,602 -8,933 -2,635
Cash flow from financing activities -1,315 2,335 3,331 -437
Net increase/(decrease) in cash and cash equivalents 163 3,703 -4,300 471
Cash and cash equivalents at the beginning of the period 1,739 1,334 5,063 736
Cash and cash equivalents at the end of the period 1,334 5,063 736 1,199

Source: RHP, BP Equities Research
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Balance Sheet (Rs. in millions)

Particulars FY21 9IMFY24
Equity and Liabilities

Equity Share Capital 3 4 443 444
Other Equity 3,242 7,635 10,194 12,827
Total Equity 3,331 7,639 10,637 13,270

Non-Current Liabilities
Financial Liabilities

(i) Borrowings 177 109 3,943 3,388
(i) Lease Liabilities 134 329 852 705
Provisions 123 265 350 404
Other financial liabilities 201 788 1,365 975

Current Liabilities
Financial Liabilities

(i) Borrowings 71 73 0 605
(ii) Lease Liabilities 132 146 230 211
(iii) Trade Payable 502 742 733 817
(iv) Other financial liabilities 408 772 1,830 1,356
Current tax liabilities 0 253 120 526
Provisions 208 354 495 574
Other current liabilities 673 2,065 1,483 2,350
Total Current Liabilities 1,994 4,404 4,891 6,439
Total liabilities 2,630 5,896 11,401 11,911
Total Equity and Liabilities 5,960 13,535 22,039 25,181
Assets

Non-Current Assets

Property, plant and equipment 231 337 406 321
Capital work in Progress 105 169 1,924 1,724
Goodwill on Consolidation 233 462 1,050 862
Intangible Assets 290 409 3,261 3,302
(i) Investments

(ii) Other financial assets 99 120 98 104
Non-Current Tax Assets 41 44 43 95
Deferred tax assets (net) 367 692 671 969
Other non current assets 1 1 99 94
Total Non current assets 1,367 2,234 7,552 7,471
Current Assets

Investment 0 1,199 6,140 8,296
(i) Trade Receivables 2,854 4,439 6,420 7,112
(ii) Cash and cash equivalents 1,334 5,063 736 1,199
(ii) Other Bank Balance 65 110 122 26
Loans

(iii)Other Current Financial Assets 59 82 398 404
Other current assets 281 407 671 675
Total Current Assets 4,593 11,300 14,487 17,711
Total Assets 5,960 13,535 22,039 25,181

Source: RHP, BP Equities Research
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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.
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