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Recommendation to Approve the Acquisition of
Luminos Biochem at $485M Enterprise Value

EXECUTIVE SUMMARY

Nexora AG should proceed with the acquisition of Luminos Biochem, Inc. at the proposed $485
million enterprise value. Confidence in this recommendation is moderate at 72%, reflecting a
transaction that is strategically compelling and financially supportable, though not without
execution risk. The price is defensible relative to Luminos’s earnings, discounted cash flow, and
market benchmarks, while the asset materially strengthens Nexora'’s position in bio-based
specialty ingredients. The principal reservation is not strategic fit or financing capacity, but the
need for tighter underwriting and governance around synergy delivery, leadership retention, and
integration execution.

INTRODUCTION

The strategic question is not simply whether Luminos is an attractive business, but whether it is
attractive enough at $485 million to justify immediate action. The answer depends on four
considerations: whether the valuation is justified on standalone and synergy-adjusted bases,
whether Luminos’s underlying business is durable, whether the identified synergies are
realistically executable, and whether the transaction advances Nexora'’s strategic position
without creating disproportionate balance-sheet or shareholder risk.

STRATEGIC RECOMMENDATION

The recommendation is affirmative despite a meaningful caveat on integration. The principal
weakness in the case is not the quality of the asset or the affordability of the transaction, but the
realism of the current synergy plan. Cost and commercial opportunities exist, but the present
assumptions appear optimistic relative to leadership-retention risk, manufacturing overhead
reduction targets during capacity expansion, and likely systems integration complexity.
Accordingly, approval should be paired with explicit conditions: retention arrangements for
critical management and technical personnel, tighter milestone-based synergy governance, and a
downside operating plan that ensures the deal remains value-accretive even if revenue synergies
are delayed or only partially realized.
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Decision: YES | Confidence: 72%

ANALYSIS
Valuation Adequacy at $485M EV

At the proposed $485 million enterprise value, Luminos appears financially attractive on both
market and intrinsic valuation grounds. The most important anchor is the earnings multiple: the
price implies roughly 10.0x trailing EBITDA and about 9.0x forward EBITDA, versus a public
comparable median near 15.5x and a precedent transaction median around 13.3x. That gap is
significant and suggests Nexora is not paying a peak control-premium valuation, but rather
acquiring a profitable, growing specialty ingredients platform at a meaningful discount to
observable market benchmarks. The standalone discounted cash flow also supports the price.
Using the databook’s base assumptions, the DCF yields approximately $522.5 million at a 9%
WACC, placing the agreed price below estimated intrinsic value even before assigning value to
integration benefits. The quality of the underlying business further strengthens the case, with
solid growth, EBITDA margins of roughly 23.3%, and exposure to a strategically attractive
segment where Nexora has limited penetration. Once synergies are included, the economics
improve further, and the integration cost burden appears manageable relative to the recurring
value creation available from commercial cross-sell, procurement, and operating leverage. The
principal counterargument is that the valuation may still rely on assumptions that are not fully
conservative. The DCF support is sensitive to discount rate selection, and a 100 basis point
increase in WACC could reduce valuation by roughly $55 million to $65 million, potentially
moving intrinsic value below the agreed price. That matters because Luminos is a mid-market
private company with execution, scale-up, and customer concentration risks that may justify a
higher cost of capital than larger diversified peers. Growth has also moderated, raising the
possibility that forward EBITDA is being capitalized too generously. Working capital trends
warrant scrutiny as well, with receivables and inventory growing faster than revenue, which can
pressure cash conversion and indicate that accounting earnings overstate distributable cash flow.
Margin durability is not guaranteed in fermentation-based production, where biological
variability, scale-up complexity, and input volatility can erode the operating profile assumed in
the model. Even so, the valuation case remains sufficient to support proceeding at $485 million.
The concerns around WACC sensitivity, growth moderation, and operating execution are real
and should inform final approval conditions, but they do not outweigh the central fact that the
proposed price sits below every major valuation benchmark in the databook. To conclude that
Nexora is overpaying would require a persuasive case that Luminos deserves a dramatic discount
to both trading and transaction comparables. The identified risks support caution, but not that
degree of discount. The purchase price is therefore financially justified, provided management
maintains discipline on integration and downside sensitivities.
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Quality and Durability of Luminos Standalone Business

Luminos’s standalone business exhibits the core attributes of a durable specialty ingredients
platform rather than a transient growth story. The audited financial record shows approximately
10% revenue CAGR from FY2020 to FY2024, accompanied by roughly 360 basis points of gross
margin expansion and rising free cash flow, indicating that growth has not been purchased at the
expense of economic quality. EBITDA profitability is established, not aspirational, and the
margin profile is consistent with a differentiated B2B model serving technically demanding end
markets. Customer concentration, while visible, is anchored in large global fragrance houses
whose procurement behavior is shaped by long qualification cycles, regulatory submissions,
formulation lock-in, and the operational risk of switching approved inputs. That creates a level of
embeddedness materially stronger than ordinary contract manufacturing relationships. The
business is further supported by patent-backed process know-how and sole-source positions in
selected molecules, which strengthen pricing power and reduce immediate substitution risk.
Capacity expansion also appears to be an enabler of future growth rather than a rescue plan for
an overbuilt asset base, positioning Luminos to capture continued demand in bio-based
fragrance intermediates as customers shift toward sustainable inputs. The durability case is not
without challenge. Revenue growth has decelerated for four consecutive years, raising the
possibility that the historical CAGR masks a business already moving from early adoption into a
slower and more competitive phase. If demand growth settles below expectations, recently added
capacity could become underutilized, pressuring absorption, margins, and returns on invested
capital. The customer base, although blue-chip, remains concentrated enough that changes in
sourcing strategy by a handful of global buyers could materially affect performance, particularly
if those customers pursue dual-sourcing, backward integration, or internal biotechnology
capabilities. Contract visibility may also be less secure than headline relationships imply if
master supply agreements are periodically renewed rather than fully locked in for long
durations. In parallel, the market’s attractiveness is likely to draw larger incumbents with deeper
balance sheets, broader application support, and established customer access. Patent protection,
while helpful, may not be impregnable if alternative pathways or adjacent technologies emerge,
and recent working capital trends warrant continued scrutiny. On balance, the affirmative case is
stronger because Luminos’s strengths are evidenced in realized operating performance, whereas
the principal concerns are manageable risks rather than proof of structural fragility. The
combination of sustained top-line growth, margin expansion, and growing free cash flow is the
clearest indicator that the business model is already working under commercial conditions. The
concentration issue is real, but concentration to sophisticated, investment-grade counterparties
in a qualification-intensive specialty chemicals context is materially different from dependence
on unstable or transactional customers. The more persuasive conclusion is that Luminos
possesses a fundamentally sound and reasonably durable standalone business, with identifiable
risks that should shape integration planning and downside underwriting, but not alter the
overall judgment that the asset’s quality is real.



4

—-— arbitrl Q . Structure the argument. Elevate the insight.

Realism and Executability of Synergies and Integration

The synergy case is best understood as the most important area requiring caution. There is a
credible argument that the integration is a focused bolt-on rather than a transformational
combination, which should make execution more manageable than in a large-scale merger. The
identified cost actions appear operationally straightforward on the surface, including
procurement leverage, overhead rationalization, and commercial cross-sell, and the sequencing
is directionally sensible, with cost synergies expected earlier than more ambitious revenue
benefits. Nexora’s existing platform should provide sufficient managerial and financial capacity
to absorb the business without creating balance-sheet strain, and the proposed leverage remains
well within covenant headroom. Commercially, Luminos offers immediate access to a segment
where Nexora is underpenetrated, and the combination creates a plausible route to accelerate
customer penetration through established channels rather than through greenfield investment.
However, the current synergy model appears to overstate what can realistically be captured once
execution friction, integration cost, and retention risk are fully recognized. The most serious
weakness is leadership continuity. A meaningful portion of the consideration is stock issued to
the private equity seller rather than to the operating founders or key managers, which weakens
the argument that equity consideration itself secures management alignment through the
integration period. That matters because the revenue synergy case depends heavily on preserving
customer relationships, technical know-how, and commercial credibility in a specialized
ingredients business. Operationally, the cost program also appears stretched. A planned $3
million reduction against an approximately $11.3 million manufacturing overhead base implies a
cut of roughly 26.5% at the same time the business is commissioning additional capacity, raising
legitimate questions about whether savings assumptions are compatible with production ramp-
up, quality assurance, and service levels. Systems integration risk further compounds the issue,
particularly if ERP harmonization, reporting alignment, and planning processes prove more
disruptive than assumed. Once integration costs and execution risk are incorporated, the net
synergy value becomes far less compelling. The implication is not that the deal should be
rejected, but that synergies should not be the primary basis for approval. The strategic logic of
owning Luminos remains sound, yet the identified synergies, as currently framed, are not robust
enough to support an aggressive underwriting case. Board approval should therefore be
accompanied by a more conservative synergy baseline, explicit retention measures for key
personnel, and a governance structure that tracks delivery against operational milestones rather
than headline run-rate targets.

Financing Impact and Risk-Adjusted Strategic Attractiveness for Nexora

At the proposed $485 million enterprise value, the acquisition appears financeable on terms that
are conservative relative to Nexora'’s balance sheet capacity and attractive relative to the strategic
value on offer. The post-close capital structure remains disciplined, with leverage of 1.49x,
interest coverage of 12.18x, and roughly 2.51 turns of covenant headroom, indicating that the
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transaction does not materially impair financial flexibility or place the company near lender
constraints. Interest-rate exposure is also manageable: on approximately $80.4 million of
floating-rate debt, a 100 basis point move would increase annual interest expense by only about
$804,000, which is modest relative to the earnings base supporting the combined business.
From a valuation perspective, the price is defensible, sitting below the $509.2 million standalone
comparable midpoint, while the strategic case strengthens the economics further. Luminos gives
Nexora immediate relevance in a market where it is currently underpenetrated, including access
to a business with an 18% share of the U.S. bio-based fragrance intermediates segment. That
strategic foothold matters under current regulatory and customer trends favoring bio-based
inputs, and it is reinforced by synergy potential that should be valued on an ongoing run-rate
basis rather than through a narrow short-term lens. The contrary case is that the acquisition may
be financially manageable yet still represent an unattractive use of capital once risk-adjusted for
customer, growth, and shareholder considerations. Luminos carries meaningful concentration
risk, with the top five customers accounting for 40.91% of revenue, leaving the investment case
exposed to procurement shifts by a relatively small number of counterparties. That concern is
amplified by evidence of customer insourcing in the broader flavor and fragrance ecosystem,
including the possibility that large customers may internalize capabilities over time and erode
the durability of Luminos’s margins and volumes once contractual protections expire. Growth
quality is also open to challenge, with deceleration raising the possibility that Nexora is paying
for an asset whose best expansion phase may already be behind it. Shareholder economics
introduce a further complication if stock consideration creates an overhang, particularly given
the likelihood that a private equity seller will monetize its position after lock-up. Finally, the
transaction consumes substantial liquidity when purchase price, capex, and working capital
demands are considered together, creating opportunity cost at a time when organic investment
or alternative targets may offer better risk-adjusted returns. Even so, the acquisition should
proceed because the financial risk is clearly contained while the strategic gain is material and
difficult to replicate organically. The opposing concerns are real and deserve active mitigation,
but they do not outweigh the central facts that the transaction leaves Nexora with low leverage,
strong interest coverage, and ample covenant headroom. Most importantly, Luminos materially
advances Nexora’s position in bio-based specialty ingredients at a moment when regulatory
direction and customer demand continue to favor sustainable input substitution. The deal
therefore combines manageable balance-sheet impact with a credible step-change in strategic
positioning, making it attractive on a risk-adjusted basis despite the execution disciplines it will
require.

RISK ASSESSMENT

These risks are manageable but require explicit mitigation at signing and immediately post-
close. Nexora should implement retention packages for critical commercial, technical, and plant
leadership; reset synergy targets to a conservative base case with milestone-based accountability;
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and establish a dedicated integration office with Board-level reporting on customer retention,
plant performance, and systems readiness. In parallel, management should prioritize account-
specific retention plans for the top customers, maintain contingency capacity and quality
safeguards during the ramp period, and preserve balance-sheet flexibility so that
underperformance in the first 12 to 18 months does not force value-destructive cost actions.

CONCLUSION

The acquisition of Luminos Biochem should be approved at the proposed $485 million
enterprise value. The transaction is strategically compelling, financially supportable, and readily
financeable, with the potential to accelerate Nexora’s position in a high-value bio-based
ingredients segment by several years relative to an organic path. While the current synergy plan
requires more conservative underwriting and stronger execution controls, those concerns do not
outweigh the strength of the standalone asset or the strategic value of the combination. The
appropriate next step is to seek Board approval with explicit conditions on retention, integration
governance, and downside performance thresholds so that value creation is protected from the
outset.
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