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QUARTERLY REPORT
Quarter Ended September 30, 2017

Currency of Presentation and Certain Defined Terms

In this Quarterly Report, references to “$” or “@do$” or “U.S.$” or “U.S. dollars” are to the legalirrency of the United States, references to “Bs.”
“rupees” or “Indian rupees” are to the legal cuoemnf India, and references to “EUR” or “eurca’e to the legal currency of the European Uniom.
unaudited condensed consolidated interim finarsttements are presented in Indian rupees andeparpd in accordance with International Accour
Standard 34, Ihterim Financial Reporting (“IAS 34"). Convenience translation into U.S. dollars with eztpto our unaudited condensed consolic
interim financial statements is also presentedeReices to a particular “fiscalfear are to our fiscal year ended March 31 of siedr.yReferences
“ADSs” are to our American Depositary Shares. Allerences to “IAS” are to the International AccangtStandards, to “IASBare to the Internatior
Accounting Standards Board, to “IFRS” are to In&gional Financial Reporting Standards as issuetth®yASB, to “SIC”are to the Standing Interpretati
Committee and to "IFRIC" are to the Internationalahcial Reporting Interpretations Committee.

References to “U.S. FDA” are to the United Stateed-and Drug Administration, to “NDAs” are to Newug Applications, and to “ANDAsare tc
Abbreviated New Drug Applications.

References to “U.S.” or “United States” are to tdted States of America, its territories and itsgessions. References to “Indé&e to the Republ
of India. References to “EU” are to the EuropearnodnAll references to “we”, “us”, “our”, “DRL", “D. Reddy’s” or the “Companyshall mean D
Reddy’s Laboratories Limited and its subsidiari®. Reddy’s” is a registered trademark of Dr. RgddLaboratories Limited in India. Other trademark
trade names used in this Quarterly Report are rinades registered in the name of Dr. Reddiaboratories Limited or are pending before trspeetive
trademark registries, unless otherwise specifiedk®tashare data is based on information providedMfy Health Inc. and its affiliates (“IMS Health’3,
provider of market research to the pharmaceuti@hlstry, unless otherwise stated.

Except as otherwise stated in this report, all emence translations from Indian rupees to U.Sladolare at the certified foreign exchange ra
U.S.$1.00 = Rs.65.30, as published by Federal Re€ward of Governors on September 29, 2017. Neseptation is made that the Indian rupee am
have been, could have been or could be convertedirs. dollars at such a rate or any other rats. discrepancies in any table between totals antssx
the amounts listed are due to rounding.

Information contained in our website, www.drreddgsn, is not part of this Quarterly Report and ndipa of such information is incorporated herein.
Forward-Looking and Cautionary Statement

IN ADDITION TO HISTORICAL INFORMATION, THIS QUARTERLY REPORT CONTAINS CERTAIN FORWARD-OOKING STATEMENT<
WITHIN THE MEANING OF SECTION 27A OF THE SECURITIEBCT OF 1933, AS AMENDED AND SECTION 21E OF THE SECUWES
EXCHANGE ACT OF 1934, AS AMENDED. THE FORWARDOOKING STATEMENTS CONTAINED HEREIN ARE SUBJECT TOERTAIN
RISKS AND UNCERTAINTIES THAT COULD CAUSE ACTUAL RESLTS TO DIFFER MATERIALLY FROM THOSE REFLECTED IN Tk
FORWARD-LOOKING STATEMENTS. FACTORS THAT MIGHT CAUSE SUCH AIBFERENCE INCLUDE, BUT ARE NOT LIMITED TO, THOS
DISCUSSED IN THE SECTION TITLED “OPERATING AND FINNCIAL REVIEW, TREND INFORMATION" AND ELSEWHERE IN THIS
REPORT. READERS ARE CAUTIONED NOT TO PLACE UNDUE RBNCE ON THESE FORWARDEOOKING STATEMENTS, WHICF
REFLECT OUR ANALYSIS ONLY AS OF THE DATE HEREOF. INDDITION, READERS SHOULD CAREFULLY REVIEW THE INFEMATION
IN OUR PERIODIC REPORTS AND OTHER DOCUMENTS FILED WH AND/OR FURNISHED TO THE SECURITIES AND EXCHANC
COMMISSION (“SEC”) FROM TIME TO TIME.
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ITEM 1. FINANCIAL STATEMENTS

DR. REDDY’'S LABORATORIES LIMITED AND SUBSIDIARIES

UNAUDITED CONDENSED CONSOLIDATED INTERIM STATEMENTS OF FINANCIAL POSITION

(in millions, except share and per share data)

As of
Particulars Note September 30, 201  September 30, 201 March 31, 201"
Convenienct
translation into U.S.$
(See Note 2(d
ASSETS
Current asset:
Cash and cash equivale 4 U.S.9 38 Rs 2,46( Rs 3,86¢
Other investmen 5 21¢ 14,33: 14,27(
Trade and other receivab 64¢€ 42,20: 38,06¢
Inventorie: 6 41z 26,99¢ 28,52¢
Derivative financial instrumer 8 3 171 262
Current tax asse 57 3,72¢ 3,41:
Other current asse¢ 201 13,11¢ 11,97(
Total current asset: U.S.4 1,577 Rs. 103,00¢ Rs. 100,37!
Non-current asset:
Property, plant and equipm: 9 U.S.4 887 Rs 57,90f Rs 57,16(
Goodwill 10 5¢ 3,88¢ 3,75:
Other intangible ass¢ 11 701 45,75 44,92
Trade and other receivahb 3 217 20¢€
Investment in equity accounted inves 28 1,85 1,60
Other investmen 5 4€ 2,97¢ 5,231
Deferred tax asse 82 5,371 5,58(
Other nor-current asse 1€ 1,052 98:
Total non-current asset: U.S.4 1,82¢ Rs. 119,01( Rs. 119,44¢
Total asset: U.S.4 3,40( Rs. 222,01¢ Rs. 219,82:
LIABILITIES AND EQUITY
Current liabilities
Trade and other payab U.S.9 217 Rs 14,19 Rs 13,417
Shor-term borrowing 12 43¢ 28,57¢ 43,53¢
Long-term borrowings, current porti 12 1 7€ 11C
Provision: 5¢ 3,821 4,50¢
Current tax liabilitie 2€ 1,70¢ 1,48:
Derivative financial instrumer 8 2 157 1C
Bank overdra 4 1 6C 87
Other current liabilitie 33¢ 21,74¢ 21,84
Total current liabilities U.S.4 1,077 Rs. 70,33¢ Rs. 85,00(
Non-current liabilities
Long-term borrowings, excluding current port 12 U.S.4 38Z Rs 24,95; Rs 5,44¢
Deferred tax liabilitie 13 817 1,20«
Provision: 1 5C 47
Other nor-current liabilitie: 62 4,02( 4,07
Total non-current liabilities U.S.4 457 Rs. 29,83¢ Rs. 10,77"
Total liabilities U.S.4 1,53¢ Rs. 100,17¢ Rs. 95,77

The accompanying notes form an integral part cde¢henaudited condensed consolidated interim fiehstatements.




DR. REDDY’S LABORATORIES LIMITED AND SUBSIDIARIES
UNAUDITED CONDENSED CONSOLIDATED INTERIM STATEMENTS OF FINANCIAL POSITION
(in millions, except share and per share data)

As of
Particulars Note September 30, 201  September 30, 201 March 31, 201"
Convenienct
translation into U.S.$

(See Note 2(d
Equity
Share capiti 15 U.S4 12 Rs 82¢ Rs 82¢
Share premiul 11¢ 7,70¢ 7,35¢
Share based payment rest 13 86< 99¢
Capital redemption resel 3 17z 17z
Retained earnint 1,64¢ 107,49¢ 108,05:
Other components of equ 73 4,76¢ 6,634
Total equity U.S.9 1,86€ Rs. 121,84( Rs. 124,04
Total liabilities and equity U.S.9 3,40( Rs. 222,01¢ Rs. 219,82:

The accompanying notes form an integral part cdehenaudited condensed consolidated interim fiehstatements.




DR. REDDY’S LABORATORIES LIMITED AND SUBSIDIARIES
UNAUDITED CONDENSED CONSOLIDATED INTERIM INCOME STA TEMENTS
(in millions, except share and per share data)

For the six months ende For the three months endec
September 30, September 30,
Particulars Note 2017 2017 201¢ 2017 201¢€
Convenienc
translation into
us.s$
(See Note 2(d

Revenue® U.Sq 1,051 Rs. 68,61¢ Rs. 68,20: Rs. 35,46( Rs. 35,85
Cost of revenue 50C 32,62: 29,92] 16,55¢ 15,76(
Gross profit 551 35,99¢ 38,27t 18,90: 20,09°
Selling, general and administrative expe 34¢ 22,79t 24,05¢ 11,03: 11,77«
Research and development expe 14z 9,25( 10,01¢ 4,17°¢ 5,21«
Other (income)/expense, 13 (5) (308) (379) (114 (277)
Total operating expense 48€ 31,73] 33,70 15,09: 16,71:
Results from operating activities 65 4,261 4,57¢ 3,80¢ 3,38¢
Finance incomr 1C 63E 1,08¢ 19¢ 491
Finance expen: (7 (43¢) (274) (227) (12€)
Finance (expense)/income, n 14 3 197 81C (24) 36E
Share of profit of equity accounted investees ofi éx 3 19C 15¢ 92 84
Profit before tax 71 4,64¢ 5,54 3,87¢ 3,83t
Tax expens 18 1€ 1,20¢ 1,32¢ 1,025 88t
Profit for the period oY 3,44( 4,21 2,84¢ 2,95(
Attributable to:

Equity holders of the Compa 53 3,44( 4,21: 2,84¢ 2,95(

Non-controlling interes - - - - -
Profit for the period U.S.9 53 Rs. 3,44( Rs. 4,21: Rs. 2,84¢ Rs. 2,95(
Earnings per share
Basic earnings per share of R- eacl U.S.4 0.32 Rs 20.7¢ Rs 25.1¢ Rs 17.1¢ Rs 17.8(
Diluted earnings per share of R- eacl U.S9 0.3z Rs 20.71 Rs 25.0¢ Rs 17.1¢ Rs 17.7¢

The accompanying notes form an integral part cdehenaudited condensed consolidated interim fiehstatements.

(1) Effective July 1, 2017, Goods and Services 1T'GST") was introduced in India. Following the principlesIAS 18, revenue from operations
disclosed net of GST. For periods prior to July2@17, the excise duty amount was recorded as pagvenues with a corresponding amc
recorded in the cost of revenues. Accordingly, nees and cost of revenues for the three monthsiandonths ended September 30, 2017 ar
comparable with those of the previous periods prtesk

Tabulated below are the details of excise dutyuitet! in revenues:

For the six months endec For the three months endec
September 3C September 3C
2017 201¢ 2017 201¢€
Excise duty included in revent Rs 17 Rs 474 Rs - Rs 251




DR. REDDY’S LABORATORIES LIMITED AND SUBSIDIARIES
UNAUDITED CONDENSED CONSOLIDATED INTERIM STATEMENTS OF COMPREHENSIVE INCOME
(in millions, except share and per share data)

For the six months ende For the three months ende
September 30, September 30,
Particulars 2017 2017 201¢ 2017 201¢€
Convenienct
translation
into U.S.$
(See Note 2(d
Profit for the period U.Sq 53 Rs. 3,44( Rs. 4,21: Rs. 2,84¢ Rs. 2,95(
Other comprehensive income/(los
Items that will not be reclassified to the consaigd income statemet - - - - -
Iltems that may be reclassified subsequently to ¢basolidated incom
statement:
Changes in fair value of available for sale finah@istrument U.Sq (34 Rs (2,240 Rs 1,76¢ Rs (564) Rs 1,70:%
Foreign currency translation adjustme 2 (11¢) (510 (12) (241)
Effective portion of changes in fair value of cdlslw hedges, n ©) (30 86¢ (240 512
Tax on items that may be reclassified subsequémtlye consolidate
income stateme 8 522 (47¢) 172 (461)
Total of items that may be reclassified subsequentto the
consolidated income stateme! U.S.9 (29) Rs. (1,866) Rs. 1,651 Rs. (543 Rs. 1,51¢
Other comprehensive income/(loss) for the period,et of tax U.S.9 (29) Rs. (1,86€) Rs. 1,651 Rs. (543 Rs. 1,51:
Total comprehensive income for the perio U.Sq 24 Rs. 1,574/ Rs. 5,86¢ Rs. 2,306 Rs. 4,46:
Attributable to:
Equityholders of the Compa 24 1,574 5,86¢ 2,30¢ 4,46°
Non-controlling interes - - - - -
Total comprehensive income for the perio U.sd 24 Rs. 1,574/ Rs. 5,864 Rs. 2,30¢ Rs. 4,462

The accompanying notes form an integral part cdehenaudited condensed consolidated interim fiehstatements.




DR. REDDY’S LABORATORIES LIMITED AND SUBSIDIARIES
UNAUDITED CONDENSED CONSOLIDATED INTERIM STATEMENTS OF CHANGES IN EQUITY
(in millions, except share and per share data)

Share Foreign
based Fair currency Capital Actuarial
Share Share payment value translation Hedging redemption gains Retainec
Particulars capital premium reserve reserve reserve reserve reserve  (losses) earnings Total
Balance as of April 1, 2017 (A Rs. 82¢ Rs. 7,35¢ Rs. 99¢ Rs. 2,74¢ Rs. 4,23: Rs. 8€ Rs. 172 Rs. (429 Rs. 108,05. Rs. 124,04«
Total comprehensive incom
Profit for the perio Rs - Rs - Rs - Rs - Rs - Rs - Rs - Rs - Rs 3,44( Rs 3,44(
Net change in fair value of available for sale ficial
instruments, net of tax benefit of Rs.! - - - (1,706 - - - - - (1,70€)
Foreign currency translation adjustments, neto
expense of Rs.: - - - - (14)) - - - - (14))
Effective portion of changes in fair value of cdishv
hedges, net of tax benefit of Rs - - - - - (19 - - - (19)
Total comprehensive income (E Rs. - Rs - Rs. - Rs. (1,706 Rs. (14)Rs. (19 Rs. - Rs - Rs. 3,44C Rs 1,57«
Transactions with owners of the Compan
Contributions and distribution
Issue of equity shares on exercise of op Rs 0 Rs 34¢ Rs (349 Rs - Rs - Rs - Rs - Rs - Rs - Rs 0
Share based payment expe - 214 - - - - - - 214
Dividend paid (including corporate dividend t - - - - - - - - (3,997 (3,997)
Total contributions and distribution Rs. 0 Rs 34¢ Rs.  (13%)Rs. - Rs. - Rs - Rs. - Rs - Rs. (3,999 Rs. (3,779
Changes in ownership interes Rs. - Rs - Rs. - Rs. - Rs. - Rs - Rs. - Rs - Rs. - Rs -
Total transactions with owners of the Company (C Rs. 0 Rs 34¢ Rs.  (13%)Rs. - Rs. - Rs - Rs. - Rs - Rs. (3,999 Rs. (3,779
Balance as of September 30, 2017 [(A)+(B)+(¢ Rs. 82¢ Rs 7,70¢ Rs.  86% Rs. 1,03t Rs. 4,09: Rs. 67 Rs. 172 Rs. (42¢) Rs. 107,49¢ Rs. 121,84(
Convenience translation into U.S.$ (See note 2( USg41z UsSy 11e USY 182 US9 1€ US4Y 63 US4 1 USHY 3 US4 (HU.S9 1,64€ U.SY 1,86¢
Balance as of April 1, 2016 (C Rs. 85¢ Rs, 22,60: Rs. 1,10 Rs. 1,03¢ Rs. 4,42/ Rs. (822 Rs. 14¢ Rs. (409 Rs. 99,40: Rs, 128,33(
Total comprehensive incom
Profit for the perio Rs - Rs - Rs - Rs - Rs - Rs - Rs - Rs - Rs 4,21 Rs 4,213
Net change in fair value of available for sale ficial
instruments, net of tax expense of Rs - - - 1,352 - - - - - 1,352
Foreign currency translation adjustments, netxf ta
expense of Rs.. - - - - (53¢) - - - - (53¢)
Effective portion of changes in fair value of cdishv
hedges, net of tax expense of R - - - - - 837 - - - 837
Total comprehensive income (E Rs. - Rs - Rs. - Rs. 1,35 Rs, (53¢) Rs. 837 Rs. - Rs - Rs. 4,21: Rs 5,86¢
Transactions with owners of the Compan
Contributions and distribution
Issue of equity shares on exercise of op Rs 1 Rs 38€ Rs (38f)Rs - Rs - Rs - Rs - Rs - Rs - Rs 1
Buyback of equity shar€s (25) (15,669 - - - - - - - (15,699
Share based payment expe - - 147 - - - - - - 147
Dividend paid (including corporate dividend t - - - - - - - - (3,390 (3,390
Transfer to capital redemption rese - (25) - - - - 2E - - -
Total contributions and distribution Rs. (24)Rs. (15,306)Rs. (241)Rs. - Rs. - Rs. - Rs. 2E Rs. - Rs. (3,390 Rs. (18,936
Changes in ownership interes Rs. - Rs. - Rs. - Rs. - Rs. - Rs. - Rs. - Rs, - Rs. - Rs. -
Total transactions with owners of the Company (F Rs. (24)Rs. (15,30¢)Rs. (241)Rs. - Rs. - Rs - Rs. 2E Rs - Rs. (3,390 Rs. (18,936
Balance as of September 30, 2016 [(D)+(E)+( Rs. 82¢ Rs 7,29t Rs.  85¢ Rs. 2,38t Rs. 3,88t Rs 1E Rs. 17 Rs. (404 Rs. 100,22! Rs. 115,26

The accompanying notes form an integral part cd¢henaudited condensed consolidated interim fiehstatements.

(1) Refer to Note 15 of these unaudited condenseddidated interim financial statements.




DR. REDDY’S LABORATORIES LIMITED AND SUBSIDIARIES
UNAUDITED CONDENSED CONSOLIDATED INTERIM STATEMENTS OF CASH FLOWS
(in millions, except share and per share data)

For the six months ended September

Note 2017 2017 201¢€
Convenienc
translation into U.S.$
Particulars (See Note 2(d
Cash flows from/(used in) operating activities
Profit for the perio U.S9 53 Rs 3,44C Rs 4,21:
Adjustments fo
Income tax expen 18 1,20¢ 1,32¢
Dividend and profit on sale of investme 14 (6) (373) (663)
Depreciation and amortizati 20 88 5,74( 5,52¢
Impairment on other intangible as: - - 67
Inventory write-downs 6 24 1,58¢ 1,481
Allowance for doubtful trade and other receiva ©) (12) 73
(Gain)/loss on sale of property, plant and equipnaed other intangible assets, 13 © 2 6
Allowance for sales retur 21 1,367 1,172
Share of profit of equity accounted inves 3 (190 (15¢)
Exchange (gain)/loss, r (23 (2,47)) 22¢
Interest (income)/expense, 14 4 231 (79
Share based payment expe 16 3 221 15¢
Changes in operating assets and liabilit
Trade and other receivab (53 (3,490 4,852
Inventorie: 2 154 (4,567
Trade and other payab 5 32¢ 54€
Other assets and other liabili (45) (2,920 (3,587
Cash flows from/(used in) operating activitie U.Sq 89 Rs. 5,81¢ Rs. 10,61(
Income tax pai a7 (1,090 (2,847
Net cash from/(used in) operating activitie U.S.4 72 Rs. 4,728 Rs. 7,768
Cash flows from/(used in) investing activities
Purchase of property, plant and equipr U.S9 (85 Rs (5,570 Rs (6,355
Proceeds from sale of property, plant and equip 1 50 27
Purchase of other intangible as @) (48€) (28,179
Investment in equity accounted inves - - (86)
Purchase of other investme (377) (24,619 (27,989
Proceeds from sale of other investm 382 24,95¢ 44,83¢
Interest and dividend receiv 3 214 452
Net cash from/(used in) investing activitie U.S.4 (84) Rs. (5,456) Rs. (17,297
Cash flows from/(used in) financing activities
Proceeds from issuance of equity sh U.S9 0 Rs 0 Rs 1
Buyback of equity shar - - (15,699
Proceeds from/(repayment of) st-term borrowings, n (229) (14,967) 26,677
Proceeds from/(repayment of) lc-term borrowings, n 291 18,99: (55
Dividend paid (including corporate dividend t (62) (3,997 (3,390
Interest pai (20) (684) (315)
Net cash from/(used in) financing activitie U.S.9g (10) Rs. (64€) Rs. 7,22¢
Net increase/(decrease) in cash and cash equis (22) (1,379 (2,305
Effect of exchange rate changes on cash and cashaémnt: ©) 5) (310
Cash and cash equivalents at the beginning ofethieqg 4 58 3,77¢ 4,921
Cash and cash equivalents at the end of the peri 4 US4 37 Rs. 2,40C Rs. 2,30¢

The accompanying notes form an integral part cd¢henaudited condensed consolidated interim fiehstatements.




DR. REDDY’S LABORATORIES LIMITED AND SUBSIDIARIES
NOTES TO THE UNAUDITED CONDENSED CONSOLIDATED INTER IM FINANCIAL STATEMENTS
(in millions, except share and per share data andhere otherwise stated)

1. Reporting entity

Dr. Reddy’s Laboratories Limited (the “parent comyg, together with its subsidiaries and joint wams (collectively, the “Company”js a leadin
India-based pharmaceutical company headquarterdgiderabad, Telangana, India. Through its threénlesses Global Generics, Pharmaceutical Serv
and Active Ingredients, and Proprietary Producthe-Company offers a portfolio of products and mew, including Active Pharmaceutical Ingredi
(“APIs™), Custom Pharmaceutical Services (“CPS"gngrics, biosimilars and differentiated formulatoriThe Compang principal research a
development facilities are located in the state¥edingana and Andhra Pradesh in India, Cambriddlee United Kingdom and Leiden in the Netherla
its principal manufacturing facilities are locatiedthe states of Telangana, Andhra Pradesh and ¢tiahd@radesh in India, CuernavaCaautla in Mexicc
Mirfield in the United Kingdom, and Louisiana andrihessee in the United States; and its principaketsrare in India, Russia, the United States
United Kingdom, and Germany. The Companghares trade on the Bombay Stock Exchange andatienal Stock Exchange in India and also on tea
York Stock Exchange in the United States.

2. Basis of preparation of financial statements
a) Statement of compliance

These unaudited condensed consolidated interimdiabstatements (hereinafter referred to as ‘imdinancial statements’gre prepared in accordal
with IAS 34, “Interim Financial Reporting” as issuby the International Accounting Standards BoaiiSB”). They do not include all of the informati
required for a complete set of annual financialesteents and should be read in conjunction withathdited consolidated financial statements andee
notes included in the Company’s Annual Report om+20+ for the fiscal year ended March 31, 2017. Thessim financial statements were authori
for issuance by the Company’s Board of DirectoréNowember 8, 2017.

b) Significant accounting policies

The accounting policies applied by the Companyhiesé interim financial statements are the samé&@setapplied by the Company in its auc
consolidated financial statements as at and foy¢lae ended March 31, 2017 contained in the Compahiyhual Report on Form 20-F.

c) Basis of measurement

These interim financial statements have been peelpam the historical cost convention and on anuatdrasis, except for the following material iteim
the statement of financial position:

« derivative financial instruments are measurediavtue

« available for sale financial assets are measurtratalue

« employee defined benefit assets/(liability) areoggized as the net total of the fair value of masets adjusted for actuarial losses and gaintha
present value of the defined benefit obligal

« long term borrowings, except obligations underriceleases, are measured at amortized cost usirgjféttive interest rate method; and

« investments in joint ventures are accounted fangue equity metho

d) Convenience translation

These interim financial statements have been peeparindian rupees. Solely for the conveniencthefreader, these interim financial statements
and for the six months ended September 30, 201 bagn translated into U.S. dollars at the cedtiftzeign exchange rate of U.S.$1.00 = Rs.65.3
published by the Federal Reserve Board of GovemoiSeptember 29, 2017. No representation is niedette Indian rupee amounts have been, coulc
been or could be converted into U.S. dollars ahsaicate or any other rate. Such convenience &tmslis not subject to review by the Company’
independent auditors.
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DR. REDDY’S LABORATORIES LIMITED AND SUBSIDIARIES
NOTES TO THE UNAUDITED CONDENSED CONSOLIDATED INTER IM FINANCIAL STATEMENTS
(in millions, except share and per share data andhere otherwise stated)

2. Basis of preparation of financial statements (contiued)
e) Functional and presentation currency

These interim financial statements are presentdddian rupees, which is the functional currencytie parent company. All financial informat
presented in Indian rupees has been rounded teetirest million.

In respect of certain nomdian subsidiaries that operate as marketing afike parent company in their respective counfnegsons, the function
currency has been determined to be the functionakwrcy of the parent company (i.e., the Indianes)p The operations of these entities are la
restricted to importing of finished goods from therent company in India, sales of these productidrforeign country and making of import paymeo
the parent company. The cash flows realized frolessaf goods are available for making import payteda the parent company and cash is paid t
parent company on a regular basis. The costs eduny these entities are primarily the cost of goodported from the parent company. The financif
these subsidiaries is done directly or indirecththe parent company.

In respect of subsidiaries whose operations afecsetained and integrated within their respectiventoes/regions, the functional currency has |
generally determined to be the local currency oéhcountries/regions, unless use of a differemenay is considered appropriate.

f) Use of estimates and judgments

The preparation of interim financial statementsamformity with IFRS requires management to makigjoents, estimates and assumptions that
the application of accounting policies and the reggbamounts of assets, liabilities, income anceagps. Actual results may differ from these estsat
preparing these interim financial statements, ethicgthe change as mentioned below, the signifigadggments made by management in applying
Companys accounting policies and the key sources of esittmaincertainty were the same as those that apptiethe audited consolidated finan
statements as at and for the year ended March 3%, 20

g) Recent accounting pronouncements
Standards issued but not yet effective and not gadiopted by the Compa
IFRS 9, Financial instrumer

In July 2014, the IASB issued the final versionlBRS 9, “Financial instruments”. IFRS 9 significgndliffers from IAS 39, Financial Instrument
Recognition and Measurement”, and includes a logivatlel for classification and measurement, a sjnigievard-looking “expected lossinpairmen
model and a substantiallgformed approach to hedge accounting. IFRS 9féztafe for annual periods beginning on or aftenuiay 1, 2018, with ear
application permitted. The new Standard will matéyiimpact the classification and measurementhef Company's financial instruments, document
relating to hedging financial exposures and redagnbf certain fair value changes.

IFRS 15, Revenue from Contracts with Custor

In May 2014, the IASB issued IFRS 15, “Revenue fiéontracts with CustomersThis comprehensive new standard will superseddiegisevenu
recognition guidance, and requires an entity togaze revenue to depict the transfer of promismatlg or services to customers in an amount thigtcte
the consideration to which the entity expects tehitled in exchange for those goods or servi€hs.new standard also will result in enhanced d&gle
about revenue, provide guidance for transactiors there not previously addressed comprehensivaly ékample, service revenue and con
modifications) and improve guidance for multipleralent arrangements.

The new revenue recognition standard was issued avit effective date of January 1, 2017. HoweverApnil 2015, the IASB voted to defer 1
effective date of the new revenue recognition ssathtb January 1, 2018. Early application of the seandard is permitted.

The Company intends to adopt IFRS 15 effective IApr2018, using the modified retrospective apphoac
The adoption of IFRS 15 is not expected to havigrificant impact on the Comparsytecognition of revenues from product sales andceeincome

However, the Company continues to assess the imgfalfiRS 15 on other revenue and income streamsdimy, but not limited to, revenue frc
collaborative arrangements, license fee and mitestevenues.
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DR. REDDY’S LABORATORIES LIMITED AND SUBSIDIARIES
NOTES TO THE UNAUDITED CONDENSED CONSOLIDATED INTER IM FINANCIAL STATEMENTS
(in millions, except share and per share data andhere otherwise stated)

2. Basis of preparation of financial statements (contiued)
g) Recent accounting pronouncements (continued)
IFRS 16, Leas!

In January 2016, the IASB issued a new standaRISIE6, “Leases”. The new standard brings most $easbalance sheet for lessees under a s
model, eliminating the distinction between opemgi@md finance leases. Lessor accounting, howeserains largely unchanged and the distinction bet
operating and finance leases is retained. IFRSup6rsedes IAS 17, “Leasesind related interpretations and is effective faiqas beginning on or aft
January 1, 2019. Earlier adoption of IFRS 16 iswpited if IFRS 15, “Revenue from Contracts with @users”, has also been applied.

The Company is currently in the process of evahggtine impact of this new accounting standard ®oonsolidated financial statements.

IFRIC 22, Foreign Currency Transactions and AdvaGomsideratio

In December 2016, the IASB issued IFRIC Interpietat22, “Foreign Currency Transactions and Adva@mmnsideration,"which addresses t
exchange rate to use in transactions that invadvarce consideration paid or received in a foreigmency. IFRIC Interpretation 22 is effective fminua
reporting periods beginning on or after JanuarQiL8. Earlier application is permitted. The Compangurrently in the process of evaluating the iotpd
this change in the accounting standard on its dimtzged financial statements.

IFRIC 23, Uncertainty over Income Tax treatm:

On June 7, 2017, the IFRS Interpretations Commitisged IFRIC 23, which clarifies how the recognmitand measurement requirements of 1A
“Income taxes”, are applied where there is uncetyabver income tax treatments.

IFRIC 23 explains how to recognize and measurerdefeand current income tax assets and liabiltieere there is uncertainty over a tax treatmen
uncertain tax treatment is any tax treatment ag@ie an entity where there is uncertainty over Whethat treatment will be accepted by the appletd>
authority. For example, a decision to claim a dé&dacfor a specific expense or not to include acfffieitem of income in a tax return is an uncertéa>
treatment if its acceptability is uncertain undeplecable tax law. The interpretation provides s$fieguidance in several areas where previously 1&Sva:
silent. IFRIC 23 applies to all aspects of incore &ccounting where there is an uncertainty reggrtlie treatment of an item, including taxable ipra
loss, the tax bases of assets and liabilitiesiosses and credits and tax rates.

The interpretation is effective for annual periduiginning on or after January 1, 2019. Earlier ispfibn is permitted. An entity can, on ini
application, elect to apply this interpretatiorneit

« retrospectively applying IAS 8, if possible withdbe use of hindsight;

« retrospectively, with the cumulative effect of iaily applying the interpretation recognized at thege of initial application as an adjustmer
the opening balance of retained earnings (or atbemponent of equity, as appropria

The Company is in the process of evaluating theachpf IFRIC 23 on the consolidated financial statats and the period of adoption.
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DR. REDDY’S LABORATORIES LIMITED AND SUBSIDIARIES
NOTES TO THE UNAUDITED CONDENSED CONSOLIDATED INTER IM FINANCIAL STATEMENTS
(in millions, except share and per share data andhere otherwise stated)

3. Segment reporting

The Chief Operating Decision Maker (“CODM") evaluatthe Compang performance and allocates resources based omalysia of variou
performance indicators by operating segments. TRBI2 reviews revenue and gross profit as the perfaoeandicator for all of the operating segme
and does not review the total assets and liakslidfean operating segment. The Chief Executivec®ffis the CODM of the Company.

The Company'’s reportable operating segments aialaws:

« Global Generic!
« Pharmaceutical Services and Active Ingredie* PSAI"); anc
« Proprietary Produci

Global Generics.This segment consists of the Company’s businessafiufacturing and marketing prescription and dkerounter finishe
pharmaceutical products ready for consumption lgyghtient, marketed under a brand name (brandedufations) or as generic finished dosages
therapeutic equivalence to branded formulationagges). This segment includes the operations@fdbmpany’s biologics business.

Pharmaceutical Services and Active Ingredient$his segment consists of the Companyusiness of manufacturing and marketing a
pharmaceutical ingredients and intermediates, katsovn as “API”or bulk drugs, which are the principal ingrediefusfinished pharmaceutical produt
Active pharmaceutical ingredients and intermedidtesome finished pharmaceutical products when theages are fixed in a form ready for hui
consumption such as a tablet, capsule or liquidguadditional inactive ingredients. This segmerbahcludes the Compargycontract research servi
business and the manufacture and sale of activenglcautical ingredients and steroids in accordarnttethe specific customer requirements.

Proprietary Products.This segment consists of the Companpusiness that focuses on the research, develboperehmanufacture of differentia
formulations. These products fall within the derafagy and neurology therapeutic areas and are neatkand sold through Promius® Pharma, LLC.

Others. This includes the operations of the Company’s wholned subsidiary, Aurigene Discovery Technologiésiited, a discovery sta
biotechnology company developing novel and bestiéss therapies in the fields of oncology and mfisation and which works with establisl
pharmaceutical and biotechnology companies in eddge collaborations, bringing drug candidatesifhit generation to pre-clinical development.

The measurement of each segment’s revenues andseses consistent with the accounting policie$ #ne used in preparation of the Company’

consolidated financial statements.

Information about segments: For the six months ended September 30, 2017
Global Proprietary

Segments Generics PSAI Products Others Total
Revenues® Rs. 56,07¢ Rs. 10,30¢ Rs. 1,26( Rs. 981 Rs. 68,61¢
Gross profit Rs. 32,77: Rs. 1,64C Rs. 1,051 Rs. 53¢ Rs. 35,99¢
Selling, general and administrative expenses 22,79¢
Research and development expenses 9,25(
Other (income)/expense, net (308)
Results from operating activities Rs. 4,261
Finance (expense)/income, net 197
Share of profit of equity accounted investeesohet

tax 19C
Profit before tax Rs. 4,64¢
Tax expense 1,20¢
Profit for the period Rs. 3,44(

(WRevenues for the six months ended September 3@, @0 ot include int-segment revenues from the PSAI segment to the G®baerics segmel
which are accounted for at a cost of Rs.2,
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DR. REDDY’S LABORATORIES LIMITED AND SUBSIDIARIES
NOTES TO THE UNAUDITED CONDENSED CONSOLIDATED INTER IM FINANCIAL STATEMENTS
(in millions, except share and per share data andhere otherwise stated)

3. Segment reporting (continued)

Information about segments For the six months ended September 30, 2C
Global Proprietary

Segment Generics PSAI Products Others Total
Revenues®) Rs. 55,63 Rs. 10,477 Rs. 1,20¢ Rs. 884 Rs. 68,20:
Gross profit Rs. 34,40¢ Rs. 2,40z Rs. 1,03z Rs. 43 Rs. 38,27
Selling, general and administrative expe 24,05¢
Research and development expe 10,01¢
Other (income)/expense, (379
Results from operating activities Rs. 4,57¢
Finance (expense)/income, 81C
Share of profit of equity accounted investees ofi

tax 15€
Profit before tax Rs. 5,542
Tax expens 1,32¢
Profit for the period Rs. 4,21%

(1) Revenues for the six months ended September 36, @hot include int-segment revenues from the PSAI segment to the Glebaerics segmel
which are accounted for at a cost of Rs.3,

Information about segments For the three months ended September 30, 2C
Global Proprietary

Segment Generics PSAI Products Others Total
Revenuef(l) Rs. 28,615 Rs. 5,654 Rs. 74€ Rs. 44C Rs. 35,46(
Gross profit Rs. 16,93¢ Rs. 1,107 Rs. 63% Rs. 22t Rs. 18,90:
Selling, general and administrative expe 11,03:
Research and development expe 4,17t
Other (income)/expense, (119
Results from operating activities Rs. 3,80¢
Finance (expense)/income, (29
Share of profit of equity accounted investeesohet

tax 92
Profit before tax Rs. 3,87¢
Tax expens 1,027
Profit for the period Rs. 2,84¢

(1) Revenues for the three months ended Septembef38,dd not include int-segment revenues from the PSAI segment to the G&draerics segmel
which are accounted for at a cost of Rs.1,

Information about segments For the three months ended September 30, 2C
Global Proprietary

Segment Generice PSAI Products Others Total
Revenueél) Rs. 28,995 Rs. 5,784 Rs. 58¢ Rs. 49C Rs. 35,85_‘
Gross profit Rs. 18,067 Rs. 1,271 Rs. 507 Rs. 25z Rs. 20,097
Selling, general and administrative expe 11,77«
Research and development expe 5,21«
Other (income)/expense, (277
Results from operating activities Rs. 3,38¢
Finance (expense)/income, 36&
Share of profit of equity accounted investees of

tax 84
Profit before tax Rs. 3,83¢
Tax expens 88t
Profit for the period Rs. 2,95(

(1) Revenues for the three months ended Septembef36,dd not include intesegment revenues from the PSAI segment to the Glrzerics segmel
which are accounted for at a cost of Rs.1,
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DR. REDDY’S LABORATORIES LIMITED AND SUBSIDIARIES
NOTES TO THE UNAUDITED CONDENSED CONSOLIDATED INTER IM FINANCIAL STATEMENTS
(in millions, except share and per share data andhere otherwise stated)
3. Segment reporting (continued)
Analysis of revenues by geography:

The following table shows the distribution of therfipany’s revenues by country, based on the locafidime customers:

For the six months ended September 2 For the three months ended September &

Country 2017 201¢ 2017 201¢
India Rs 12,88: Rs 12,44: Rs 6,80¢ Rs 6,84¢
United State 32,49. 34,69¢ 16,19: 17,87¢
Russii 6,67¢ 5,02t 3,21¢ 2,68¢
Other: 16,56" 16,03¢ 9,24¢ 8,44¢

Rs. 68,61¢ Rs. 68,20: Rs. 35,46( Rs. 35,857

4. Cash and cash equivalents

Cash and cash equivalents consist of the following:

As of

September 30, 201 March 31, 2017
Cash balanci Rs 2 Rs 3
Balances with banl 1,63¢ 1,131
Term deposits with banks (original maturities utmonths 82¢ 2,732
Cash and cash equivalents in the statement of finaral position 2,46( 3,86¢
Bank overdrafts used for cash management pur 6C 87
Cash and cash equivalents in the statement of cafibw Rs. 2,40C Rs. 3,77¢

Cash and cash equivalents included restricted@aRB.787 and Rs.177, respectively, as of Septe8Me2017 and March 31, 2017, which consisted of:

« Rs.76 as of September 30, 2017 and Rs.64 as of MErcB017, representing amounts in the Com’s unclaimed dividend and debenture inte
accounts

« Rs.676 as of September 30, 2017 and Rs.0 as of MdrcRA017, representing a bank guarantee furnishélde Registrar General, Delhi High Cc
pursuant to an order by the Delhi High Court iratielh to the Cardiovascular and Adiabetic formulations litigation (refer to Note @i.these interir
financial statements for further detai

« Rs.5 as of September 30, 2017 and Rs.38 as of Marck017, representing cash and cash equivaletite €@ompan’s subsidiary in Venezuela, wh
are subject to foreign exchange controls (reféddte 26 of these interim financial statements fottfer details

« Rs.0 as of September 30, 2017 and Rs.49 as of MHrcR017, representing the portion of the purcltasesideration deposited in an escrow acc
pursuant to an acquisition of an intangible ass®

« Rs.30 as of September 30, 2017 and Rs.26 as of Nar@017, representing other restricted cash ats
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DR. REDDY’S LABORATORIES LIMITED AND SUBSIDIARIES
NOTES TO THE UNAUDITED CONDENSED CONSOLIDATED INTER IM FINANCIAL STATEMENTS
(in millions, except share and per share data andhere otherwise stated)

5. Other investments

Other investments consist of investments in unitsnotual funds, equity securities and term depagis, certificates of deposit having an orig
maturity period exceeding 3 months) with banks. @é&ils of such investments as of September 307 2&re as follows:

Gain/(loss,
recognized
Cost  directly in equity Fair value
Investment in units of mutual fur Rs 12,14( Rs 1,49¢ Rs 13,63¢
Investment in equity securiti!) 2,70% (13 2,69(
Term deposits with ban 981 - 981
Rs. 15,82¢ Rs. 1,487 Rs. 17,30:
Current portion
Investment in units of mutual fur Rs 11,927 Rs 1,43t Rs 13,36t
Term deposits with ban 96¢€ - 96¢
Rs. 12,89 Rs. 1,43t Rs. 14,33:
Non-current portion
Investment in units of mutual fur Rs 21: Rs 58 Rs 271
Investment in equity securiti() 2,70% (13 2,69(
Term deposits with ban 13 - 13
Rs. 2,92¢ Rs, 45 Rs, 2,97¢
@) Primarily represents the shares of Curis, Inc. Refé&lote 22 of these interim financial statemdatgurther details
As of March 31, 2017, the details of such investmevdre as follows:
Gain/(loss
recognized
Cost  directly in equity Fair value
Investment in units of mutual fur Rs 9,677 Rs 1,46¢ Rs 11,14
Investment in equity securiti® 2,70: 2,26( 4,96°
Term deposits with ban 3,40¢ - 3,40:
Rs. 15,78: Rs. 3,72¢ Rs. 19,50
Current portion
Investment in units of mutual fur Rs 9,46/ Rs 1,417 Rs 10,88:
Term deposits with ban 3,38¢ - 3,38¢
Rs. 12,85! Rs. 1,417 Rs. 14,27(
Non-current portion
Investment in units of mutual fur Rs 21: Rs 47 Rs 26C
Investment in equity securiti() 2,70% 2,26( 4,96:
Term deposits with ban 14 - 14
Rs. 2,93( Rs. 2,307 Rs. 5,23i

(@ Primarily represents the shares of Curis, Inc. Reféote 22 of these interim financial statemdotsurther details.
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DR. REDDY’S LABORATORIES LIMITED AND SUBSIDIARIES
NOTES TO THE UNAUDITED CONDENSED CONSOLIDATED INTER IM FINANCIAL STATEMENTS
(in millions, except share and per share data andhere otherwise stated)
6. Inventories

Inventories consist of the following:

As of
September 30, 201 March 31, 201"
Raw material Rs 6,84t Rs 7,22¢
Packing materials, stores and sp 2,397 2,31¢
Work-in-progres 6,86¢ 6,61¢
Finished gooc 10,89« 12,374
Rs. 26,99¢ Rs. 28,52¢
Details of inventories recognized in consolidatecbime statement
For the six months endec For the three months endec
September 30, September 30,
2017 201¢ 2017 201¢
Raw materials, consumables and changes in finigheds and work in progre Rs 14,88¢ Rs 12,62¢ Rs 7,85¢ Rs 6,691
Inventory write-downs 1,58¢ 1,481 86¢ 81¢

7. Hedges of foreign currency exchange rate risks

The Company is exposed to exchange rate risk tiisgsafrom its foreign exchange revenues and egsermimarily in U.S. dollars, U.K. pour
sterling, Russian roubles, Romanian new leus ands:@and foreign currency debt in U.S. dollars, $®ars roubles, Ukrainian hryvnias and Euros.
Company uses forward contracts, option contraaiscamnrency swap contracts (collectively, “derivagV) to mitigate its risk of changes in foreign curre
exchange rates. The Company also uses non-degvatancial instruments as part of its foreign eany exposure risk mitigation strategy.

In respect of all of its foreign exchange derivatoontracts, the Company has recorded, as pairiasfde costs, a net loss of Rs.189 and Rs.10hé
three months and six months ended September 3@, &&dpectively (as compared to a net gain of Rar@Ba net loss of Rs.4 for the three months at
months ended September 30, 2016, respectively).

Hedges of highly probable forecast transact

« The Company classifies its derivative contracts tietlge foreign exchange risk associated withighly probable forecast transactions as
flow hedges and measures them at fair value. Tfeztafe portion of such cash flow hedges is recdrde a component of equity within
Company’s “hedging reserve”, and ekassified to the consolidated income statemeng¢eanue in the period corresponding to the occaeef the
forecast transactions. The ineffective portion wétscash flow hedges is immediately recorded inctiresolidated income statement as a fin
cost

« The Company also designates certain-derivative financial liabilities, such as foreigarency borrowings from banks, as hedging instrusém
the hedge of foreign exchange risk associated ghly probable forecast transactions and, accgtgirapplies cash flow hedge accounting
such relationships. Re-measurement gain/loss dmrsoe-derivative financial liabilities is recordad a component of equity within the Company’
“hedging reserve”, and reassified to the consolidated income statememtw@snue in the period corresponding to the occogef the foreca
transaction:

« In respect of the aforesaid hedges of highly preb&drecasted transactions, the Company recorded,@mponent of equity, a net loss of Rs

and Rs.30 for the three months and six months eS8dptember 30, 2017, respectively (as compared&t gain of Rs.512 and Rs.869 for the t
months and six months ended September 30, 20&atdely)
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DR. REDDY’S LABORATORIES LIMITED AND SUBSIDIARIES
NOTES TO THE UNAUDITED CONDENSED CONSOLIDATED INTER IM FINANCIAL STATEMENTS
(in millions, except share and per share data andhere otherwise stated)
7. Hedges of foreign currency exchange rate risksgntinued)
Hedges of highly probable forecast transactions{icwed

« The Company also recorded, as a component of reyennet gain of Rs.188 and Rs.321 for the thremtimcand six months ended Septembe
2017, respectively (as compared to a net loss (#48sand Rs.792 for the three months and six manttled September 30, 2016, respectiv

« The net carrying amount of the Comp’s “hedging resen” as a component of equity before adjusting for tapact was a gain of Rs.99 a:
September 30, 2017, as compared to a gain of Rasa9March 31, 201

Hedges of recognized assets and liabil

Changes in the fair value of forward contracts aption contracts that economically hedge monetasgt and liabilities in foreign currencies, am
which no hedge accounting is applied, are recognizehe consolidated income statement. The chaimgi&sr value of such forward contracts and of
contracts, as well as the foreign exchange gaidsl@sses relating to the monetary items, are razednn the consolidated income statement as @
“finance (expense)/income, net”.
Hedges of changes in the interest r

Consistent with the Comparsytisk management policy, interest rate swaps sed to mitigate the risk of changes in intereggalhese instrumel
are not used for trading or speculative purposes.

8. Financial instruments
Nor-derivative financial instruments

Non-derivative financial instruments consist of investits in mutual funds, equity and debt securitiesje receivables, cash and cash equiva
loans and borrowings, and trade payables.

Derivative financial instrumen

The Company uses derivative contracts to mitigiterisk of changes in foreign currency exchangestalThe Company uses interest rate s
(including cross currency interest rate swaps) it@ate the risk of changes in interest rates.

Financial instruments by categc

The carrying value and fair value of financial mshents by each category as at September 30, 26t€7asg follows:

Other Derivative Total
Loans anc Available financial financial carrying Total fair
Note receivable: for sale liabilities instruments value value
Assets
Cash and cash equivale 4 Rs 2,46( Rs - Rs - Rs - Rs 2,46( Rs 2,46(
Other investmen 5 981 16,32¢ - - 17,301 17,301
Trade and other receivah 42,42( - - - 42,42( 42,42(
Derivative financial instrumer - - - 171 171 171
Other assetd) 1,66¢ - - - 1,66¢ 1,66¢
Total Rs.  47,52¢ Rs. 16,32t Rs. - Rs. 171 Rs. 64,02¢ Rs.  64,02¢
Liabilities:
Trade and other payab Rs - Rs - Rs 14,19¢ Rs - Rs 14,19 Rs 14,19:
Derivative financial instrumer - - - 157 157 157
Long-term borrowing 12 - - 25,16 - 25,16: 25,16:
Shor-term borrowing 12 - - 28,57¢ - 28,57¢ 28,57¢
Bank overdra 4 - - 6C - 60 60
Other liabilities and provisior@) - - 20,42« - 20,42« 20,42«
Total Rs - Rs - Rs. 8841 Rs. 157 Rs 88,57¢ Rs 88,57«
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NOTES TO THE UNAUDITED CONDENSED CONSOLIDATED INTER IM FINANCIAL STATEMENTS
(in millions, except share and per share data andhere otherwise stated)
8. Financial instruments (continued)

The carrying value and fair value of financial mshents by each category as at March 31, 2017 vecfialaws:

Other Derivative Total
Loans anc Available financial financial carrying Total fair
Note receivable: for sale liabilities instruments value value
Assets
Cash and cash equivale 4 Rs 3,866 Rs - Rs - Rs - Rs 3,866 Rs 3,86¢
Other investmen 5 3,40 16,10¢ - - 19,501 19,501
Trade and other receivah 38,27: - - - 38,27: 38,27:
Derivative financial instrumer - 262 262 262
Other assetd) 1,91¢ - - - 1,91¢ 1,91¢
Total Rs. 47,45 Rs._ 16,10¢ Rs. - Rs. 26z Rs. 63,82 Rs. 63,82
Liabilities:
Trade and other payab Rs - Rs - Rs 13,417 Rs - Rs 13,417 Rs 13,417
Derivative financial instrumer - - - 10 10 10
Long-term borrowing 12 - - 5,571 - 5,571 5,571
Shor-term borrowing 12 - - 43,53¢ - 43,53¢ 43,53¢
Bank overdra 4 - - 87 - 87 87
Other liabilities and provisiorl® - - 20,39: - 20,39: 20,39:
Total Rs - Rs - Rs. 83,00f Rs. 10 Rs 83,01! Rs 83,01¢

(1) Other assets that are not financial assets (sucbcag/ables from statutory authorities, exportdfitmeceivables, prepaid expenses, advances pa
certain other receivables) of Rs.16,227 and Rs5D4a4 of September 30, 2017 and March 31, 2017ectgply, are not include

(2) Other liabilities that are not financial liabilifigsuch as statutory dues payable, deferred reyaduances from customers and certain other asjrat
Rs.10,920 and Rs.11,570 as of September 30, 2@LMarch 31, 2017, respectively, are not inclu

Fair value hierarchy
Level 1 - Quoted prices (unadjusted) in active ratgkor identical assets or liabilities.

Level 2 -Inputs other than quoted prices included withindlel that are observable for the asset or lighigtther directly (i.e., as prices) or indirectlye.,
derived from prices).

Level 3 - Inputs for the assets or liabilities thet not based on observable market data (unolidervguts).

The following table presents the fair value hielngrof assets and liabilities measured at fair valua recurring basis as of September 30, 2017:

Particulars Level 1 Level 2 Level 3 Total
Available for sale- Financial asse- Investments in units of mutual fur Rs 13,63¢ Rs - Rs - Rs 13,63¢
Available for sale- Financial asse- Investment in equity securiti 2,69( - - 2,69(

Derivative financial instrumen- net gain/(loss) on outstanding forei
exchange forward, option and swap contracts amddst rate swap
contract® - 14 - 14
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8. Financial instruments (continued)

The following table presents the fair value hielngrof assets and liabilities measured at fair value recurring basis as of March 31, 2017:

Particulars Level 1 Level 2 Level 3 Total
Available for sale- Financial asse- Investments in units of mutual fur Rs 11,14: Rs - Rs - Rs 11,14
Available for sale- Financial asse- Investment in equity securiti 4,96: - - 4,96:

Derivative financial instrumen—- net gain/(loss) on outstanding forei
exchange forward, option and swap contracts amddst rate swap
contract® - 252 - 252

() The Company enters into derivative contracts wittious counterparties, principally financial itistions and banks. Derivatives valued using vatun
techniques with market observable inputs are mairrest rate swaps, foreign exchange forwardoopdind swap contracts. The most frequently ap
valuation techniques include forward pricing, swa@dels and Black-Scholes-Merton models (for optialuation), using present value calculations.

The models incorporate various inputs includingiign exchange spot and forward rates, interestcratees and forward rate curves. As at Septe
30, 2017 and March 31, 2017, the changes in cowrtgrpredit risk had no material effect on the heedffectiveness assessment for derivatives desic
in hedge relationships and other financial instrateeecognized at fair value.
9. Property, plant and equipment

Acquisitions and disposa

For the six months endec For the six months endec For the year ended
September 30, 2017 September 30, 2016 March 31, 2017

Cost of assets acquired during the pe Rs 4,70¢ Rs 5,95¢ Rs 11,62:
Net book value of assets disposed of during thingd 48 33 62
Loss/(gain) on disposal during the pe 2 6 8C

Depreciation expen:

For the six months endec For the three months endec
September 3C September 3C
2017 201¢ 2017 201¢
Cost of revenue Rs 3,15¢ Rs 2,781 Rs 1,60¢€ Rs 1,44:
Selling, general and administrative expe 38¢ 362 19C 19C
Research and development expe 544 514 282 264
Rs. 4,08¢ Rs. 3,651 2,07¢ Rs. 1,897

Capital commitments

As of September 30, 2017 and March 31, 2017, thegaognwas committed to spend Rs.4,322 and Rs.5r85pectively, under agreements to purc
property, plant and equipment. This amount is heapital advances paid in respect of such purcbasenitments.
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10. Goodwill

Goodwill arising on business combinations is nobeined but tested for impairment at least annuatlynore frequently if there is any indication -
the cash generating unit to which goodwill is aditexl is impaired.

The following table presents the changes in goddluiling the six months ended September 30, 208 #f@nyear ended March 31, 2017:

As of
September 30, 201 March 31, 201"
Opening balance, gro® Rs 20,02¢ Rs 20,12:
Goodwill arising on business combinations during pleriod®? - 10
Effect of translation adjustmel 131 (10€)
Impairment los$®) (16,279 (16,279)
Closing balancé" Rs. 3,88! Rs. 3,75:

(1) This does not include goodwill arising upon investinin an associate of Rs.181, which is includethincarrying value of the investment in eq
accounted investet

(? Rs.10 as of March 31, 2017 represents goodwillrayifiiom the acquisition of Imperial Credit Privatienited.

(®)  The impairment loss of Rs.16,274 includes Rs.16[@08ining to the Compa’s German subsidiary, betapharm Arzneimittel Gmbhictvis part c
the Compan’'s Global Generics segment. This impairment lossreearded during the years ended March 31, 2002ahd

11. Other intangible assets

During the three months and six months ended Sdyer®0, 2017, the Company acquired intangible assetin aggregate cost of Rs.1,384
Rs.1,935, respectively (as compared to a cost f3R&7 and Rs.28,312 for the three months andhsixths ended September 30, 2016, respectivel
Rs.29,205 for the year ended March 31, 2017).

Additions to intangible assets during the six merghded September 30, 2016 include:

« Rs.23,366 (U.S.$350), representing the consideratad to Teva Pharmaceutical Industries Limit*Teve") to acquire eight Abbreviated N
Drug Applications (“ANDAS") in the United Statesrfoing part of the Company’Global Generics segment (refer to Note 27 ofeheterin
financial statements for further detai

« Rs.3,159 (U.S.$47.5), representing the considerdito the acquisition from XenoPort, Inc. of exdles U.S. rights for the development
commercialization of a clinical stage oral new clehentity which forms a part of the CompasiyProprietary Products segment (refer to Not
of these interim financial statements for furthetadls); an:

« Rs.1,148 (U.S.$17), representing the considerdtiothe purchase of ov-the-counter “OTC") brands from Ducere Pharma LLC which form a
of the Compar’s Global Generics segment (refer to Note 27 ofetlieterim financial statements for further detal

Amortization of other intangible ass

For the six months For the three months

ended September 3l ended September 3l
2017 201¢ 2017 201¢
Selling, general and administrative expe Rs 1,45¢ Rs 1,61¢ Rs 76C Rs 81t
Cost of revenue 13C 151 70 7€
Research and development expe 66 101 33 59
Rs. 1,65¢ Rs. 1,871 Rs. 86% Rs. 95C
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12. Loans and borrowings

Short-term borrowings

The Company had net shaerm borrowings of Rs.28,579 as of September 30728s compared to Rs.43,539 as of March 31, 201& .bbrrowing
primarily consist of “packing creditfoans drawn by the parent company and other unsédoans drawn by certain of its subsidiaries int8wand

Germany, the United States, Russia and Ukraine.

Short-term borrowings consist of the following:

As at
September 30, 201 March 31, 2017
Packing credit borrowing Rs 22,82: Rs 18,69¢
Other foreign currency borrowings 5,757 24,84(
Rs. 28,57¢ Rs. 43,53¢
The interest rate profile of short-term borrowirfigsn banks is given below:
As at
September 30, 201 March 31, 2017
Currency® Interest Rate Currency Interest Rate
Packing credit borrowing UsSD LIBOR + (30) to O bg UsSD LIBOR + (30) to 1 bp
- - usD 0.01%
INR T-Bill + 30bps INR T-Bill + 30bps
INR 6.00% INR 6.92% to 6.95¢
RUB 9.50% RUB 9.95%
Other foreign currency borrowin UsD LIBOR + 75 to 85 bg UsD LIBOR + 40 to 60 bg
RUB 9.43% RUB 10.48%
UAH 11.70% to 14.00¢ - -

(1) “INR” means Indian rupees, “RUB” means Russiaubles, and “UAH” means Ukrainian hryvnia.
Short-term borrowing by Dr. Reddy’s Laboratories, S

During the three months ended September 30, 20L6RBddy’s Laboratories, SA, one of the Companyibs@iaries in Switzerland (theStvis:
Subsidiary”),borrowed U.S.$350 from certain institutional lerslat interest rates ranging from Libor plus 0.450.60% per annum. The borrowing \

solely for the purpose of acquiring eight ANDAsHrd eva in the United States (refer to Note 27 eSthinterim financial statements for additionahds}.
The entire short-term borrowing of U.S.$350 wasarépluring the three months ended June 30, 2017.
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12. Loans and borrowings (continued)
Long-term borrowings

Long-term borrowings, measured at amortized castsist of the following:

As at
September 30, 201 March 31, 2017
Foreign currency borrowing by the parent comj Rs 4,887 Rs 4,85
Foreign currency borrowing by the Swiss Subsic 16,19¢ -
Foreign currency borrowing by the Comp’s German subsidiary Reddy Holding Gn 3,23¢ -
Obligations under finance lea 704 707
Rs. 25,02¢ Rs. 5,55¢
Current portion
Obligations under finance lea Rs 76 Rs 11C
Rs. 76 Rs. 11C
Non-current portion
Foreign currency borrowing by the parent comj Rs 4,887 Rs 4,85
Foreign currency borrowing by the Swiss Subsic 16,19¢ -
Foreign currency borrowing by the Comp’s German subsidiary Reddy Holding Gn 3,23¢ -
Obligations under finance lea 62€ 597
Rs. 24,95. Rs. 5,44¢

Long-term bank loan of the parent company

During the year ended March 31, 2014, the Companypived the sum of U.S.$150. The Company was redtaeepay the loan in five equal quart
installments commencing at the end of th& Bdonth and continuing until the end of thé"a®onth from August 12, 2013. During the three merghde
December 31, 2016, the Company entered into a dingnarrangement with certain financial institusoto refinance the aforementioned borrowin
U.S.$150.

The Company repaid U.S.$75 of this loan on Noven®812016, and is required to repay the U.S.$7&rza of the loan in 3 equal installments a
end of the 48 month, 4% month and 48 month after the date the loan was made.

Long-term bank loan of subsidiary companies

During the three months ended June 30, 2017, tmep@ny entered into a refinancing arrangement véttam financial institutions relating to the short
term borrowing of U.S.$350 in the Swiss Subsidi&gyrsuant to such arrangement, the Company repaidhortterm borrowing of U.S.$350 and incur
long-term borrowings of U.S.$250 in the Swiss Sdiasy and EUR 42 in the CompasyGerman subsidiary, Reddy Holding GmbH. The atidelwans ar
repayable over a 36 month period commencing agmideof the 2% month and continuing through the®Month following the date of the loan agreement.

All of the foregoing loan agreements impose varifimancial covenants on the Company. As of SepterBbe2017, the Company was in complie
with all such financial covenants.

The interest rate profiles of lortgfrm borrowings (other than obligations under fomiteases) as at September 30, 2017 and March 37,v2€re a
follows:

As at
September 30, 201 March 31, 2017
Currency Interest Rate Currency Interest Rate
Foreign currency borrowin USD LIBOR + 45 to 82.7 by USD LIBOR + 82.7 bp
EUR 0.81% - -

Undrawn lines of credit from banks

The Company had undrawn lines of credit of Rs.21,80d Rs.21,156 as of September 30, 2017 and Mar2037, respectively, from its banks
working capital requirements. The Company hasitite to draw upon these lines of credit based ®witrking capital requirements.
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13. Other (income)/expense, net

Other (income)/expense, net consists of the folgwi

For the six months ende For the three months ende
September 3C September 3C
2017 201¢ 2017 201¢
(Gain)/loss on sale/disposal of property, plant egdipment and oth¢
intangibles, n¢ Rs (2) Rs 6 Rs (6) Rs 2
Sale of spent chemici (139 (209) (74) (60)
Miscellaneous income, r (173) (270 (34) (219
Rs. (30€) Rs. (373) Rs. (114 Rs. (277)
14. Finance (expense)/income, net
Finance (expense)/income, net consists of theviirig:
For the six months ende For the three months ende
September 30, September 30,
2017 201¢€ 2017 201¢
Interest incom Rs 207 Rs 34€ Rs 64 Rs 77
Dividend and profit on sale of other investme(®) 371 662 88 377
Foreign exchange gain/(loss), 57 73 47 37
Interest expent (43¢) (274) (229) (12¢6)
Rs. 197 Rs. 81C Rs. (24) Rs. 36E

) Profit on sale of other investments primarily reggiets amounts reclassified from other comprehenisé@ne to the consolidated income stateme
redemption of the Compa’s“available for sa” financial instrument

15. Share capital and share premium

The following table presents the changes in nurobequity shares and amount of equity share cafuitahe six months ended September 30, 201
September 30, 2016:

As of September 30, 201 As of September 30, 201
Number Amount Number Amount
Opening number of equity sha 165,741,71 Rs 82¢ 170,607,65 Rs 85%
Issue of equity shares on exercise of opt(%) 137,56« 0 180,63t 1
Buyback of equity shard® - - (5,077,50) (25)
Closing number of equity sha 165,879,27 Rs. 82¢ 165,710,78 Rs. 82¢

(1) During the six months ended September 30, 2012806, there were 137,564 and 180,636 equity shaaggectively, issued as a result of the exe
of vested options granted to employees pursuathtet®r. Reddy’s Employees Stock Option Plan-2002 Bn Reddy’s Employees Stock Option Plan-
2007. All of the options exercised had an exerpigee of Rs.5, being equal to the par value ofuthéerlying shares. Upon the exercise of such o,
the amount of compensation cost (computed usingtéuet date fair value) previously recognized ia tehare based payment reserwels transferre
to “share premiur” in the unaudited condensed consolidated staternéotsnges in equit

(2) The Board of Directors of the Company, in their tmepheld on February 17, 2016, approved a propisaly back equity shares of the Comp
subject to approval by the Compasghareholders, for an aggregate amount not exwe&4.15,694 and at a price not exceeding Rs.:B0@quit
share. The plan involved the purchase of such sHaoen shareholders of the Company (including pesseho become shareholders by cance
American Depository Shares and receiving underlgqgity shares, and excluding the promoters anthpter group of the Company) under the ¢
market route in accordance with the provisions @imed in the Securities and Exchange Board of I(#lisy Back of Securities) Regulations, 1998
the Companies Act, 2013 and rules made thereuither shares bought back under this plan were redjtirdoe extinguished in accordance with
provisions of the Securities and Exchange Boarthdfa (Buy Back of Securities) Regulations, 1998l éime Companies Act, 2013 and rules n
thereunde

The Companys shareholders approved the buyback plan on Ap2016, and implementation of the buyback plan cemzed on April 18, 2016 a

ended on June 28, 2016. Under this plan, the Coynpanght back and extinguished 5,077,504 equityeshéor an aggregate purchase pric
Rs.15,694. The aggregate face value of the eqoitses bought back was Rs.25.
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16. Employee stock incentive plans

Pursuant to the special resolutions approved byshiaeholders in the Annual General Meetings hel@eptember 24, 2001 and on July 27, 2
respectively, the Company instituted the Dr. Reddsfployees Stock Option Plan-2002 (the “DRL 20@2H and the Dr. Reddg' Employees ADR Sto
Option Plan-2007 (the “DRL 2007 Plan”), each of @rhallows for grants of stock options to eligiblaoyees.

The terms and conditions of the grants made duahiagix months ended September 30, 2017 undebtheegplans were as follows:

Number of Vesting Contractual
Particulars instruments Exercise price period life
DRL 2002 Pla 151,71: Rs 5.0C 1to 4 yeat 5 year
DRL 2007 Pla 63,30¢ Rs 5.0C 1to 4 year 5 year:

The above grants were made on May 11, 2017.

The terms and conditions of the grants made duahiagix months ended September 30, 2016 undebtheegplans were as follows:

Number of Vesting Contractual
Particulars instruments Exercise price period life
DRL 2002 Pla 102,64( Rs 5.0C 1to 4 year 5 year:
DRL 2007 Pla 52,95¢ Rs 5.0C 1to 4 year 5 year:

The above grants were made on July 26, 2016 ane@bpr 20, 2016.

During the year ended March 31, 2015, the Companptad a new program to grant performance linkedkstptions to certain employees under
DRL 2002 Plan and the DRL 2007 Plan. Under thiggmm, performance was measured each year agagxdefimed interim targets over the three
period ended on March 31, 2017 and eligible empleyeere granted stock options upon meeting sucletardhe stock options so granted will vest
upon satisfaction of certain service conditionsaluhiange from 1 to 4 years. After vesting, sucklstiptions generally have a maximum contractuah tei
five years.

The fair value of services received in return firck options granted to employees is measured feyergce to the fair value of stock options grar
The fair value of stock options has been measwsetjuhe Black-Scholes-Merton valuation model atdate of the grant.

The weighted average inputs used in computingahesélue of such grants were as follows:

May 11, 201" _ September 20, 201 July 26, 201¢
Expected volatilit 30.0¢% 32.92% 29.8t%
Exercise pric Rs 5.0 Rs 5.0C Rs 5.0C
Option life 2.5 Year 2.5 Year 2.5 Year
Risk-free interest ra 6.6%% 6.81% 6.91%
Expected dividenc 0.71% 0.6(% 0.6(%
Grant date share pri Rs 2,594.00 Rs 3,157.8( Rs 3,319.6!
Share-based payment expense
For the six months ende For the three months ende
September 3C September 3C
2017 201¢ 2017 201¢
Cash settled she-based payment exper() 7 11 B 4
Equity settled share-based payment exp&hse 214 14¢ 102 78
221 15¢ 101 82
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16. Employee stock incentive plans (continued)

(1) Certain of the Compar's employees areligible to receive share based payment awardsatfeasettled in cash. These awards would vest amby
satisfaction of certain service conditions whichga from 1 to 4 years. These awards entitle the@reps to a cash payment on the vesting date
amount of the cash payment is determined baseleoprice of the Company’ADSs at the time of vesting. As of September28@,7, there was Rs.1
of total unrecognized compensation cost relatasht@sted awards. This cost is expected to be recegjover a weightedverage period of 3.45 yee
This scheme does not involve dealing in or subswjito or purchasing securities of the Companyediy or indirectly

(2 As of September 30, 2017, there was Rs.515 of toteécognized compensation cost related to unvesttmak options. This cost is expected t
recognized over a weight-average period of 3.11 yee

17. Employee benefit plans
Gratuity benefits provided by the parent company

In accordance with applicable Indian laws, the Canyphas a defined benefit plan which provides fatgty payments (the “Gratuity Plarénd cover
certain categories of employees in India. The Gxaflan provides a lump sum gratuity payment igilele employees at retirement or termination it
employment. The amount of the payment is basethemespective employeelast drawn salary and the years of employmertt thik Company. Effecti
September 1, 1999, the Company established thé&k&ddy’s Laboratories Gratuity Fund (the “GratuitynB”) to fund the Gratuity Plan. Liabilities
respect of the Gratuity Plan are determined bydauaaial valuation, based upon which the Compankesaontributions to the Gratuity Fund. Trus
administer the contributions made to the Gratuitnd= Amounts contributed to the Gratuity Fund arested in bonds issued by the Government of I
debt securities and equity securities of Indian ganies.

For the three months and six months ended SepteB@h@017, the net periodic benefit cost was RaribRs.129, respectively (as compared to F
and Rs.118 for the three months and six monthsce8dptember 30, 2016, respectively).

Compensated absences

The Company provides for accumulation of compemksatsences by certain categories of its employéese employees can carry forward a po
of the unutilized compensated absences and utiiez® in future periods or receive cash in lieugbéas per the Comparsypolicy. The Company record
liability for compensated absences in the periodiich the employee renders the services that ase this entitlement. The total liability recordsgdthe
Company towards this obligation was Rs.948 and3%sa8 at September 30, 2017 and March 31, 201 &atasgly.

Long term incentive pla
Certain senior management employees of the Compariicipate in a long term incentive plan whichaimed at rewarding the individual, basec
performance of such individual, their business/fuittion and the Company as a whole, with sigaifity higher rewards for superior performances.

total liability recorded by the Company towardssthenefit was Rs.622 as at March 31, 2017. Theegoded on March 31, 2017 and the liability has
paid.
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18. Income taxes

Income tax expense is recognized based on the Gurisplaest estimate of the average annual incomeat@xfor the fiscal year applied to the pee-
income of the interim period. The average annuzdnme tax rate is determined for each taxing jucisali and applied individually to the interim petipre-
tax income of each jurisdiction. The differencevesn the estimated average annual income taxmdtéha enacted tax rate is accounted for by a nupf
factors, including the effect of differences betwédedian and foreign tax rates, expenses that ereleductible for tax purposes, income exempteth
income taxes, and effects of changes in tax lawlsaies.

The Companyg consolidated weighted average tax rate for thensinths ended September 30, 2017 and 2016 wasaB6%4%, respectively. Incol
tax expense was Rs.1,208 for the six months endpteber 30, 2017, as compared to income tax egp#ri®s.1,329 for the six months ended Septe
30, 2016.

The Companyg consolidated weighted average tax rate for theetinonths ended September 30, 2017 and 2016 wai 26d 23.1%, respective
Income tax expense was Rs.1,027 for the threelma@rtded September 30, 2017, as compared to inconexpense of Rs.885 for the three months €
September 30, 2016.

The effective rates of tax for the three months sirdnonths ended September 30, 2016 were lowergpily on account of tax deduction claimec
sale of investments.

Total tax benefits recognized directly in the eguiere Rs.172 and Rs.522 for the three months ensienths ended September 30, 2017, respec
(as compared to tax expenses of Rs.461 and Rsot#6e three months and six months ended SepteBihe2016, respectively). Such tax expenses
benefits were primarily due to tax effects on thanges in fair value of available for sale finahaiatruments and the foreign exchange gain/lossast
flow hedges.

19. Related parties
The Company has entered into transactions witliall@ving related parties:

« Green Park Hotel and Resorts Limited for hotelisers;

« Green Park Hospitality Services Private Limiteddatering service

« Dr. Redd's Foundation towards contributions for social depalent

« Pudami Educational Society towards contributionssticial developmer

« Dr. Reddy’s Institute of Life Sciences for reseaacil development serviceand
« Stamlo Hotels Limited for hotel servic

These are enterprises over which key managemesbmpeel have control or significant influence. “Keyanagement personnetonsists of th
Company’s Directors and members of the Company’sdgament Council.

The Company has also entered into cancellable tipgiaase transactions with key management peed@mu close members of their families.

Further, the Company contributes to the Dr. Reddglsoratories Gratuity Fund, which maintains thenphssets of the CompasyGratuity Plan for tr
benefit of its employees.

The following is a summary of significant relateaty transactions:

For the six months ende For the three months ende
September 3C September 3C

2017 201¢€ 2017 201¢

Research and development services rec Rs 4C Rs 57 Rs 15 Rs 33

Contributions towards social developn 122 151 73 72

Hotel expenses pe 23 1¢ 8 9

Catering expenses pi 74 - 63 -
Lease rentals paid under cancellable operatingse@skey manageme

personnel and close members of their farr 18 2C 8 1C
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19. Related parties (continued)

The Company had the following amounts due fromteelgparties as at the following dates:

As at
September 30, 201 March 31, 201"
Key management personnel and close members of féimeilies (towards rent deposi Rs 8 Rs 8
Other related parti 39 -
The Company had the following amounts due to rdlataties as at the following dates:
As at
September 30, 201 March 31, 201"
Due to related parti Rs 1 Rs 9

The following table describes the components of mamsation paid or payable to key management peesdan the services rendered during
applicable period:

For the six months ende For the three months ende
September 30, September 30,

2017 201¢ 2017 201¢

Salaries and other bene®) Rs 222 Rs 212 Rs 114 Rs 10€
Contributions to defined contribution ple 15 14 8 7
Commission to directo 16& 16E 82 82
Shar-based payments expe 47 28 22 16
Rs. 44¢ Rs, 421 Rs. 22€ Rs 212

(1) In addition to the above, the Company has accruef@ Rwards a long term incentive plan for the ises/rendered by key management personn
the three months and six months ended Septembe&030, respectively (as compared to Rs.41 and Rer6ihe three months and six months et
September 30, 2016). Refer to Note 17 of theseimtinancial statements for further dete

Some of the key management personnel of the Comaanwlso covered under the Compan@ratuity Plan along with the other employeesha
Company. Proportionate amounts of gratuity accrueder the Company’ Gratuity Plan have not been separately computedctuded in the abo
disclosure.

20. Nature of Expense

The following table shows supplemental informatiefated to certain “nature of expens&ms for the six months and three months endedteSd®
30, 2017 and 2016:

For the six months ende For the three months ende
Employee benefit September 30, September 30,
2017 201¢ 2017 201¢
Cost of revenue Rs 5,202 Rs 5,421 Rs 2,56¢ Rs 2,75¢
Selling, general and administrative expe 8,33¢ 8,327 4,111 4,16°
Research and development expe 2,42¢ 2,467 1,21% 1,24«
Rs. 15,96: Rs. 16,21 Rs. 7,89( Rs. 8,161
For the six months ende For the three months ende
Depreciation and amortizatior September 3C September 3C
2017 201¢ 2017 201¢
Cost of revenue Rs 3,28¢ Rs 2,93 Rs 1,67¢ Rs 1,51¢
Selling, general and administrative expe 1,841 1,981 95( 1,008
Research and development expe 61C 61E 31¢ 328
Rs. 5,74( Rs. 5,52¢ Rs. 2,941 Rs. 2,847
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21. Contingencies

The Company is involved in disputes, lawsuits,rolgigovernmental and/or regulatory inspectionsyimneg, investigations and proceedings, inclu
patent and commercial matters that arise from tortame in the ordinary course of business. Theamignificant matters are discussed below. Moshe
claims involve complex issues. Often, these isswesubject to uncertainties and therefore theghitity of a loss, if any, being sustained and stingate o
the amount of any loss is difficult to ascertaimn€equently, for a majority of these claims, ih@ possible to make a reasonable estimate ofdpecte(
financial effect, if any, that will result from ulhate resolution of the proceedings. This is dua tmmber of factors, including: the stage of thecpeding
(in many cases trial dates have not been set) fEdwerall length and extent of prél discovery; the entitlement of the partiesato action to appea
decision; clarity as to theories of liability; dages and governing law; uncertainties in timingitigation; and the possible need for further lggaiceeding
to establish the appropriate amount of damagesyif In these cases, the Company discloses infanmaith respect to the nature and facts of the.c@ib¢
Company also believes that disclosure of the amsaunght by plaintiffs, if that is known, would roé meaningful with respect to those legal procegsdin

Although there can be no assurance regarding tttoime of any of the legal proceedings or invesitiget referred to in this Note, the Company ¢
not expect them to have a materially adverse effedts financial position, as it believes that tikelihood of loss in excess of amounts accruéary) is
not probable. However, if one or more of such peoasgs were to result in judgments against the Gowpsuch judgments could be material to its re
of operations in a given period.

Product and patent related matte
Matters relating to National Pharmaceutical Pricing Authority
Norfloxacin, India litigation

The Company manufactures and distributes Norfloxaai formulations product, and in limited quansitighe active pharmaceutical ingred
Norfloxacin. Under the Drugs Prices Control Ordére(“DPCQO”), the National Pharmaceutical Pricing Autiyr(the “NPPA”) established by tt
Government of India had the authority to desigm@apharmaceutical product as a “specified prodant! fix the maximum selling price for such produn
1995, the NPPA issued a notification and designbliedloxacin as a “specified producthd fixed the maximum selling price. In 1996, then(any filed
statutory Form Il before the NPPA for the upwaedision of the maximum selling price and a writipeh in the Andhra Pradesh High Court (theigh
Court”) challenging the validity of the designation on treunds that the applicable rules of the DPCO wetecomplied with while fixing the maximt
selling price. The High Court had previously grah#éa interim order in favor of the Company; howevsubsequently dismissed the case in April 2004.

The Company filed a review petition in the High @an April 2004 which was also dismissed by theliiCourt in October 2004. Subsequently.
Company appealed to the Supreme Court of India, Delhi (the “Supreme Court”) by filing a Specialdwe Petition.

During the year ended March 31, 2006, the Comparsived a notice from the NPPA demanding the regowéthe price charged by the Company
sales of Norfloxacin in excess of the maximum sglfprice fixed by the NPPA, which was Rs.285 inglgdnterest. The Company filed a writ petitiontlie
High Court challenging this demand order. The HRgfurt admitted the writ petition and granted amrimb order, directing the Company to deposit 50'
the principal amount claimed by the NPPA, which ®Ras77. The Company deposited this amount wittNdREBA in November 2005. In February 2008,
High Court directed the Company to deposit an &t amount of Rs.30, which was deposited by tbengany in March 2008. In November 2010,
High Court allowed the Comparsyapplication to include additional legal grounkattthe Company believed strengthened its defega@st the deman
For example, the Company added as grounds that tnadgins should not be included in the computadfommounts overcharged, and that it was nece
for the NPPA to set the active pharmaceutical idigmet price before the process of determining #iéng on the formulation price. In October 2018
Company filed an additional writ petition beforeetBupreme Court challenging the inclusion of Nodltin as a “specified productinder the DPCO.
January 2015, the NPPA filed a counter affidawatisy that the inclusion of Norfloxacin was bas@dmuthe recommendation of a committee consistil
experts in the field. On July 20, 2016, the Supré&oert remanded the matters concerning the inatusfdNorfloxacin as a “specified produathder th
DPCO back to the High Court for further proceediriggring the three months ended December 31, 2096it petition pertaining to Norfloxacin was fil
by the Company with the Delhi High Court. Such wpetition is pending for admission.
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21. Contingencies (continued)
Product and patent related matters (continu

During the three months ended September 30, 20E6Stupreme Court dismissed the Special Leave dretitertaining to the fixing of prices -
Norfloxacin formulations

Based on its best estimate, the Company has retargeovision for potential liability for sale pmeds in excess of the notified selling prices udirig
the interest thereon, and believes that the likelihof any further liability that may arise on agobof penalties pursuant to this litigation is pabtbable.

Litigation relating to Cardiovscular and Anti-diabetic formulations

In July 2014, the NPPA, pursuant to the guideliisssied in May 2014 and the powers granted by theeBovent of India under the Drugs (P
Control) Order, 2013, issued certain notificatioagulating the prices for 108 formulations in threrdiovascular and antidiabetic therapeutic arehs
Indian Pharmaceutical Alliance (“IPA”)n which the Company is a member, filed a writ @i in the Bombay High Court challenging the riotifions
issued by the NPPA on the grounds that they wdra uires, ex facie and ab initio void. The Bomitdéigh Court issued an order to stay the writ in
2014. On September 26, 2016, the Bombay High Ghismissed the writ petition filed by the IPA anchefd the validity of the notifications/orders pad
by the NPPA in July 2014. Further, on October 2816 the IPA filed a Special Leave Petition witle tSBupreme Court, which was dismissed by
Supreme Court.

During the three months ended December 31, 208ANBPA issued shosause notices relating to allegations that the Gomgxceeded the notifi
maximum prices for 11 of its products. The Comphay responded to these notices.

On March 20, 2017, the IPA filed an application befthe Bombay High Court for the recall of the jodmt of the High Court dated Septembel
2016 on the grounds that certain information imgatrfor the determination of the issue was notlossxl by the counsel representing the Union ofa
during the proceedings before the Bombay High Court

On April 26, 2017, the Bombay High Court heard tbeall application and directed the matter to @@e bench of judges of the Bombay High C
which passed the original judgment on SeptembeR@866. Further, it also directed the Union of Indra others to file their reply. This recall apptior
filed by the IPA was dismissed by the Bombay Highu€ on October 4, 2017.

During the three months ended March 31, 2017, theABsued notices to the Company demanding payrnelaiting to the foregoing products for
allegedly overcharged amounts, along with interElse Company has responded to these notices. FutllieeCompany filed a writ petition with the De
High Court on July 7, 2017. The Delhi High Coursmlised of the writ petition on July 13, 2017, bitisg aside all the demand notices of the NPPA
directed the NPPA to provide a personal hearinthéoCompany and pass a speaking order thereupbmwaitperiod of two weeks. A personal hearin
this regard was held on July 21, 2017. On July2®3,7, the NPPA passed a speaking order along hétdémand notice directing the Company to pz
amount of Rs.776. On August 3, 2017, the Compdag f writ petition challenging the speaking orded the demand notice. Upon hearing the matt
August 8, 2017, the Delhi High Court stayed therafpen of the demand order and directed the Compauleposit Rs.100 and furnish a bank guarante
Rs.676 within six weeks. Pursuant to the order,Gbenpany deposited Rs.100 on September 13, 2013unditted a bank guarantee of Rs.676 ¢
September 15, 2017 to the Registrar General, B8t Court.

Based on its best estimate, the Company has retargeovision of Rs.395 under “Selling, general adchinistrative expenses’s a potential liabilit
for sale proceeds in excess of the notified selfiriges, including the interest thereon, and bekethat the likelihood of any further liability thaay aris
on account of penalties pursuant to this litigai®not probable.

However, if the Company is unsuccessful in sudbdtton, it will be required to remit the sale peeds in excess of the notified selling prices &
Government of India with interest and could potaitiinclude penalties, which amounts are not igaaiicertainable.
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21. Contingencies (continued)

Product and patent related matters (continu
Other Product and patent related matters
Nexium United States litigatio

Five federal antitrust class action lawsuits wer@ught on behalf of direct purchasers of Nexiuna®q ten federal class action lawsuits were brc
under both state and federal law on behalf of eaybs of Nexium®These actions were filed against various generiguf@aturers, including the Compe
and its U.S. subsidiary Dr. Reddy’s Laboratories Fhese actions were consolidated in the UnitateStDistrict Court for the District of Massachusett

The complaints alleged that AstraZeneca and thelved generic manufacturers settled patent litoggatelated to Nexium®&apsules in a manner t
violated antitrust laws. The Company consistentgintained that its conduct complied with all apalite laws and that the complaints were without t
In response to a motion for summary judgment madiaé Company, the Court granted the motion in pad denied it in part, finding that the plaintiffac
failed to demonstrate that the Compangettlement of patent litigation with AstraZenéweluded any large or unjustified reverse paymbat,preservin
other claims for trial.

On October 20, 2014, the Company reached a setitewith all plaintiffs who had cases pending in District of Massachusetts. The settlement
the class plaintiffs was subject to the Caurpproval. Under the terms of the settlement,Gbmpany made no payment to the class plaintifffief
defendants went to trial and prevailed.

The Court granted preliminary approval of the Conypa settlements with the class plaintiffs on Janzgy2015, and granted final approval of ¢
settlements on September 29, 2015.

On November 21, 2016, the First Circuit Court ofp&pls affirmed the judgment that had been enteréalhvior of the defendants who tried the case
verdict. On January 10, 2017, the First Circuit €of Appeals denied the motions for reconsideratio

In addition, two complaints, similar in nature twse referenced above, were filed in the Court @h@on Pleas in Philadelphia, Pennsylvani
plaintiffs who chose to opt out of the class actemsuit. No dispositive motions have been filedhiase actions.

The Company believes that the likelihood of anypility that may arise on account of lawsuits of fiaintiffs who opted out of the class action i
probable. Accordingly, no provision has been madiése interim financial statements.

Child resistant packaging matter

In May 2012, the Consumer Product Safety Commisgium “CPSC”) requested that Dr. Reddy’s Laborawliie., a whollyewned subsidiary of ti
Company in the United States, provide certain imftion with respect to compliance with requiremeitspecial packaging for child resistant blistacks
for 6 products sold by the Company in the Unitedté during the period commencing in 2002 throughl2 The Company provided the reque
information. The CPSC subsequently alleged interetated April 30, 2014 that the Company had walahe Consumer Product Safety Act (the “CPSA”
and the Poison Prevention Packaging Act (the “PRRAU that the CPSC intended to seek civil penalBgecifically, the CPSC asserted, among ¢
things, that from or about August 14, 2008 throdghe 1, 2012, the Company sold prescription dragih unit dose packaging that failed to complyh
the CPSC's special child resistant packaging régnk under the PPPA and failed to issue genendificates of conformance. In addition, the CF
asserted that the Company violated the CPSA bindaib immediately advise the CPSC of the allegethtions. The Company disagrees with the CRSC’
allegations.

Simultaneously, the U.S. Department of Justice (B1@J") began to investigate a sealed complaint which Wed in the United States District Co
for the Eastern District of Pennsylvania under feeleral False Claims Act (“FCA”) related to theaens issues (the “FCA Complaint’yhe Compan
cooperated with the DOJ in its investigation. THeJband all States involved in the investigationlided to intervene in the FCA Complaint. On Noven
10, 2015, the FCA Complaint was unsealed and thmtgf whistleblowers, who are two former emplogesf the Company, have proceeded withou
DOJ’s and applicable Statdsvolvement. The unsealed FCA Complaint relatethéo6 blister pack products originally subjecthe tnvestigation and al
38 of the Company’s generic prescription produotd i the U.S. in various bottle and cap packaging
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21. Contingencies (continued)
Product and patent related matters (continu

The Company filed its response to the FCA Complamtebruary 23, 2016 in the form of a motion tenuss for failure to state a claim upon wt
relief can be granted. On March 26, 2017, the Cgnamited the Company’s motion to dismidsmissing the FCA Complaint and allowing theiiéfs one
more chance to refile this complaint in an atteripiplead sustainable allegations. On March 29, 2@1€,plaintiffs filed their final amended F(
Complaint, which the Company is vigorously opposamgl seeking permanent dismissal of this amendédE@nplaint with prejudice.

Although the DOJ and applicable States have detlioentervene in the FCA Complaint filed by thaipliffs, the parallel investigation by the CF
under the CPSA and the PPPA was referred by theCGB$he DOX office in Washington, D.C. in April 2016, withetrecommendation that the C
initiate a civil penalty action against the Compahiye CPSC matter referred to the DOJ relatesv&odf the blister pack products. An unfavorableconte
in these matters could result in liabilities whiabuld have a material adverse effect on the Company

Namenda United States Litigatic

In August 2015, Sergeants Benevolent Assoc. Hé&altYielfare Fund (“Sergeantsfjled suit against the Company in the United St&lisrict Court fo
the Southern District of New York. Sergeants alteg®t certain parties, including the Company, atiedl federal antitrust laws as a consequence afd
settled patent litigation related to the Alzheisedrug Namenda®nfemantine) tablets during a period from about 20681 2010. Sergeants seek
represent a class of “end-payor” purchasers of Mai@® tablets (i.e., insurers, other third-partygrayand consumers).

Sergeants seeks damages based upon an allegatierimthe complaint that the defendants enteredgatent settlements regarding Namenda®et:
for the purpose of delaying generic competition awilitating the brand innovata’attempt to shift sales from the original immeglialease product to 1
more recently introduced extended release prodinet. Company believes that the complaint lacks naerit that the Compars/conduct complied with
applicable laws and regulations.

All defendants, including the Company, moved toriss the claims. On September 13, 2016, the Camnied these motions. However, the Serge
case is stayed pending resolution of similar claimanother case in which the Company is not ayd@¥ Smith Corp. v. Actavis P)CThe parties in tt
JM Smithcase have served the Company with subpoenas, ppnes to which the Company produced the specifauehents subpoenaed and prov
testimony in a deposition.

Four other class action complaints, each contaisinglar allegations to the Sergeants complaintehaso been filed in the Southern District of I
York. However, two of those complaints were voluityadismissed, and the other two do not name tbmgany as a defendant.

In addition, the State of New York filed an ant#ricase in the Southern District of New York. Thse brought by the State of New York conta
some (but not all) of the allegations set fortthia class action complaints, but the Company wasamwed as a party. The case brought by the Stitew
York was dismissed by stipulation on November 30,52

The Company believes that the likelihood of anyility that may arise on account of alleged viaatiof federal antitrust laws is not proba
Accordingly, no provision has been made in theterim financial statements.

Class Action and Other Civil Litigation on PricirRgimbursement Matters

On December 30, 2015 and on February 4, 2016, ctgply, a class action complaint (the “First PagiComplaint”)and another complaint (not a cl
action) (the “Second Pricing Complaintfjere filed against the Company and eighteen otharrpaceutical defendants in State Court in the Comvealtt
of Pennsylvania. In these actions, the class agiaimtiffs allege that the Company and other deéerts, individually or in some cases in concerhvaihe
another, have engaged in pricing and price regpgnactices in violation of various Pennsylvanatetiaws. More specifically, the plaintiffs alleget: (1
the Company provided false and misleading pricimgrimation to third party drug compendia comparfmsthe Companys generic drugs, and st
information was relied upon by private third pgpgyers that reimbursed for drugs sold by the Compathe United States, and (2) the Company act
concert with certain other defendants to unfaidise the prices of generic divalproex sodium ERtigmf 80, 500 mg tablets ER 24H) and ger
pravastatin sodium (bottle of 500, 10 mg tablets).
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21. Contingencies (continued)
Product and patent related matters (continu

The First Pricing Complaint was removed to the Fald€ourt and, pending the outcome of the FirstiRgi Complaint, the Second Pricing Compl
was stayed. On September 25, 2017, the Federat Gisorissed all the claims of the plaintiffs in fhiest Pricing Complaint and denied leave to amsunct
complaint as futile. Subsequent to this decisiba,flaintiffs had the right to appeal the dismisgahe First Pricing Complaint which has expired.

Further, on November 17, 2016, certain class aat@mplaints were filed against the Company and mber of other pharmaceutical companie
defendants in the United States District Courtli@ Eastern District of Pennsylvania (“E.D.P.ASubsequently, these complaints were consolidatecbin
amended complaint as part of a multi-district, mmpibduct litigation pending with the District Couur the E.D.P.A. These complaints allege tha
Company and the other named defendants have engagedonspiracy to fix prices and to allocate béasl customers in the sale of pravastatin so
tablets and divalproex sodium extended-releaseetgbh the United States. In March 2017, plaintéfgreed by stipulation to dismiss Dr. Reddy’
Laboratories Inc. and Dr. ReddyLaboratories Limited from the actions relategtavastatin sodium tablets without prejudice. Tlen@any denies al
wrongdoing and intends to vigorously defend agaimsse allegations.

The Company believes that the likelihood of anpility that may arise on account of any of thesmptaints is not probable. Accordingly, no provis
has been made in these interim financial statements

Civil litigation with Mezzion

On January 13, 2017, Mezzion Pharma Co. Ltd. and Meznternational LLC (collectively, “Mezzionjiled a complaint in the New Jersey Supe
Court against the Company and its wholly owned islidry in the United States. The complaint pertaiosthe production and supply of the ac
pharmaceutical ingredient (“API'fpr udenafil (a patented compound) and an udefiafdhed dosage product during a period from caderydars 2007
2015. Mezzion alleges that the Company failed toggrwith the U.S. FDA'’s current Good Manufacturincaétices (“cGMP)at the time of manufactt
of the API and finished dosage forms of udenafil,aconsequently, that this resulted in a delayhan filing of a NDA for the product by Mezzion. 1
Company denies any wrongdoing or liability in thegard, and intends to vigorously defend againstdlaims asserted in Mezzientomplaint. Th
Company believes that the likelihood of any lighithat may arise on account of this complaintas probable. Accordingly, no provision was madéhie
interim financial statements of the Company.

Environmental matter
Land pollutior

The Indian Council for Environmental Legal Actioifeél a writ in 1989 under Article 32 of the Constibn of India against the Union of India ¢
others in the Supreme Court of India for the safétygeople living in the Patancheru and Bollaruearof Medak district of the then existing undividéat
of Andhra Pradesh. The Company has been namea ilisthof polluting industries. In 1996, the AndHPeadesh District Judge proposed that the poll
industries compensate farmers in the PatancheilarBm and Jeedimetla areas for discharging effiigrhich damaged the farmeegjricultural land. Th
compensation was fixed at Rs.0.0013 per acre fptahd and Rs.0.0017 per acre for wet land. Accwlgi the Company has paid a total compensati
Rs.3. The Andhra Pradesh High Court disposed offitepetition on February 12, 2013 and transfertiezl case to the National Green Tribunal (“NGT”
Chennai, India. The interim orders passed in thié patitions will continue until the matter is dded by the NGT. The NGT has, through its orderd
October 30, 2015, constituted a Fact Finding CotemitThe NGT has also permitted the alleged paobjuitndustries to appoint a person on their betm
the Fact Finding Committee. However, the Compaoynghwith the alleged polluting industries has dmagled the constitution and composition of the
Finding Committee. The NGT has directed that ualtilthe applications challenging the constitutiord a&omposition of the Fact Finding Committee
disposed of, the Fact Finding Committee shall mobimence its operation.

The NGT, Chennai vide its judgment dated October2B47 disposed of the matter. The Company belidvatsany additional liability arising in tt
regard is not material to the interim financiakstaents.
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21. Contingencies (continued)
Environmental matters (continuet
Water pollution and air pollution

During the year ended March 31, 2012, the Compalopgawith 14 other companies, received a noticenftbe Andhra Pradesh Pollution Con
Board (the “APP Control Board®p show cause as to why action should not be tadiagainst them for violations under the Indiart&v&ollution Act an
the Indian Air Pollution Act. Furthermore, the AR®ntrol Board issued orders to the Company totdp production of all new products at the Company’
manufacturing facilities in Hyderabad, India withalbtaining a “Consent for Establishmenif) ¢ease manufacturing products at such facilitiesxcess ¢
certain quantities specified by the APP Control flaand (iii) furnish a bank guarantee to assureptiamce with the APP Control Board’s orders.

The Company appealed the APP Control Board orderthdé Andhra Pradesh Pollution Appellate Board (tREP Appellate Board”).The APF
Appellate Board, on the basis of a report of a-faxcting advisory committee, recommended to the AandPradesh Government to allow expansion of
fully equipped with Zero-Liquid Discharge (“ZLD"gtilities and otherwise found no fault with the Guany (on certain conditions).

The APP Appellate Boarg'decision was challenged by one of the petitiometke National Green Tribunal and the matterusently pending befo

Separately, the Andhra Pradesh Government, follgwé&tommendations of the APP Appellate Board, ghblil a notification in July 2013 that allov
expansion of production of all types of existingkbdrug and bulk drug intermediate manufacturingsusubject to the installation of ZLD facilitiema the
outcome of cases pending in the National Greerufieb Importantly, the notification directed polurt load of industrial units to be assessed aptiiet of
discharge (if any) as opposed to point of genematio

In September 2013, the Ministry of Environment amdeBSts, based on the revised Comprehensive EnvaonRollution Index, issued a notificat
that re-imposed a moratorium on expansion of intksstn certain areas where some of the Comgamgnufacturing facilities are located. This noéfior
overrides the Andhra Pradesh Government'’s notifinahat conditionally permitted expansion

Indirect taxes related matte
Distribution of input service tax cred

The Central Excise Authorities have issued varidemand notices to the Company objecting to the Garylp methodology of distributing ing
service tax credits claimed for one of the Comparigtilities. The below table shows the detaileath such demand notice, the amount demanded €
current status of the Company’s responsive actions.

Period covered under thi
notice Amount demandec Status
March 2008 to September 2( Rs.102 plus penalties of Rs.102 and inte The Company has filed an appeal before the CES
October 2009 to March 20 Rs.125 plus penalties of Rs.100 and inte The Company has filed an appeal before the CES’

April 2011 to March 201 Rs.51 plus interest and penalt The Company has filed an appeal before the CES’
April 2012 to March 201 Rs.54 plus interest and penalt The Company has filed an appeal before the CES’
April 2013 to March 201 Rs.69 plus interest and penalt The Company has filed an appeal before the CES’
April 2014 to March 201 Rs.108 plus interest and penal The Company has filed an appeal before the CES’
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21. Contingencies (continued)
Indirect taxes related matters (continue

The Company believes that the likelihood of anpility that may arise on account of the allegedigdpropriate distribution of input service tax ¢ts
is not probable. Accordingly, no provision relatilmgthese claims has been made in these interindial statements as of September 30, 2017.

Value Added Tax (“VAT”) matter

The Company has received various demand notices tihe Government of Telangana’s Commercial TaxgsaBment objecting to the Compaay’
methodology of calculation of VAT input credit. Thelow table shows the details of each of such denmetice, the amount demanded and the ct
status of the Company’s responsive actions.

Period coverec

under the notice Amount demandec Status
April 2006 to March 200 Rs.66 plus 10% pena The Company has filed an appeal before the Sate#\ppellate Tribuna
April 2009 to March 201  Rs.59 plus 10% pena The Company has filed an appeal before the Sate#\ppellate Tribuna
April 2011 to March 201  Rs.16 plus 10% pena The Appellate Deputy Commissioner issued an ordgiglly in favor of the Compan

The Company has recorded a provision of Rs.27 &epfember 30, 2017, and believes that the liketlhof any further liability that may arise
account of the allegedly inappropriate claims toTV@&edits is not probable.

Others

Additionally, the Company is in receipt of variodesmand notices from the Indian Sales and Servigealithorities. The disputed amount is Rs.174.
Company has responded to such demand notices &adesethat the chances of any liability arisingnfr such notices are less than probable. Accord,
no provision is made in these interim financiatestaents as of September 30, 2017.

Fuel Surcharge Adjustments

The Andhra Pradesh Electricity Regulatory Commisgthe “APERC”) passed various orders approvindélg of Fuel Surcharge Adjustment (“FSA”
charges for the period from April 1, 2008 to March 2013 by power distribution companies from a# tonsumers of electricity in the then exis
undivided state of Andhra Pradesh, India whereQbmpanys headquarters and principal manufacturing fagditire located. Separate writ petitions file
the Company for various periods, challenging anestjaning the validity and legality of this levy BEA charges by the APERC, are pending befor
High Court of Andhra Pradesh and the Supreme Gduridia.

After taking into account all of the available inftation and legal provisions, the Company has dEnbiRs.219 as the potential liability towards |
charges. The total amount approved by APERC fdectbn by the power distribution companies frone thompany in respect of FSA charges fol
period from April 1, 2008 to March 31, 2013 is R248s of March 31, 2017, the Company has made “paysnander protestdf Rs.354 as demanded
the power distribution companies as part of monéiéctricity bills. The Company remains exposeddditional financial liability should the ordersgse«
by the APERC be upheld by the Courts.

During the three months ended June 30, 2016, tpeeSie Court of India dismissed the Special Leavéidrefiled by the Company in this regard
the period from April 1, 2012 to March 31, 2013. &sesult, for the quarter ended June 30, 2016Ctmpany recognized an expenditure of Rs.55 (by de-
recognizing the payments under protest) represgttie FSA charges for the period from April 1, 2@d2March 31, 2013.
Direct taxes related mattel

The Company is contesting various disallowancethbyindian Income Tax authorities. The associaggdrhpact is Rs.1,555. The Company beli

that the chances of an unfavorable outcome in edcluch disallowances are less than probable axmbrdingly, no provision is made in these inte
financial statements as of September 30, 2017.
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21. Contingencies (continued)
Direct taxes related matters (continue

During the years ended March 31, 2014, 2015 and,28d6strias Quimicas Falcon de Mexico, S.A. de @Wholly-owned subsidiary of the Compz
in Mexico, received a notice from Mexico's Tax Adrstrétion ServiceServicio de Administracion Tributari@SAT”), with respect to disallowance
account of transfer pricing adjustments pertainioghe calendar years ended December 31, 2006,nibere31, 2007 and December 31, 2008.
associated tax impact is Rs.674 (MXN 187.4) andGbmpany has filed administrative appeals with tAd By challenging these disallowances. Du
February and March 2017, the Company received oaf@he SAT confirming these disallowances by d&simg its administrative appeals filed earlier.
Company disagrees with the SATdisallowances and filed an appeal with the Trithdederal de Justicia Administrativa (Federal dag Administrativ
Court of Mexico) in March and April 2017.

The Company believes that possibility of any lidpithat may arise on account of this litigationnist probable. Accordingly, no provision has k
made in these interim financial statements as pfedeber 30, 2017.

Others

Additionally, the Company is involved in other digps, lawsuits, claims, governmental and/or regwyainspections, inquiries, investigations
proceedings, including patent and commercial matteat arise from time to time in the ordinary s@uof business. Except as discussed above, theddy
does not believe that there are any such contirigdnilities that are expected to have any matexiiderse effect on its financial statements.

22. Collaboration agreement with Curis, Inc.

On January 18, 2015, Aurigene Discovery Technokdgienited ("Aurigene"), a whollypwned subsidiary of the parent company, enterea &
Collaboration, License and Option Agreement (thelldoration Agreement") with Curis, Inc. ("Curist) discover, develop and commercialize s
molecule antagonists for immuno-oncology and pregisncology targets.

Under the Collaboration Agreement, Aurigene hasdésponsibility for conducting all discovery aneglinical activities, including Investigational N
Drug ("IND") enabling studies and providing Phaseclinical trial supply, and Curis is responsibler fall clinical development, regulatory &
commercialization efforts worldwide, excluding ladand Russia. The Collaboration Agreement provitias the parties will collaborate exclusively
immuno-oncology for an initial period of approxiraBttwo years, with the option for Curis to extehd broad immuno-oncology exclusivity.

As partial consideration for the collaboration, quant to a Stock Purchase Agreement dated Jan8a3015, Curis issued to Aurigene 17.1 mil
shares of its common stock, the fair value of whinhthe date of the Stock Purchase Agreement wds488 (U.S.$23.5).

Revenues under the Collaboration Agreement coosigpfront consideration (including the shares ofi€ common stock) and the development
commercial milestone payments described below, hwisice deferred and recognized as revenue over ghiedpfor which Aurigene has continu
performance obligations.

Under the Collaboration Agreement, Aurigene istisdito development and commercial milestone paysadn addition, Curis has agreed to
Aurigene royalties, ranging between high singleitdigp 10%, on its net sales in territories wheéreammercializes products. Furthermore, Auriget
entitled to receive a share of Cunigvenues from sublicenses, which share varies hgsenl specified factors such as the sublicenseitorsr, whether th
sublicense revenue is royalty based or myalty based and, in some cases, the stage afpplécable molecule and product at the time thdicaitse i
granted.

On September 7, 2016, the Collaboration Agreemexst amended to provide for the issuance to Auriggrepproximately 10.2 million additior
shares of Curis common stock in lieu of receiviggta U.S.$24.5 of milestone and other payments fumis that could have become due unde
Collaboration Agreement. These shares of Curis comstock are recorded at U.S.$1.84 per share, whielgual to the market price of such share
common stock on the date of issuance, amountiag tggregate market value of Rs.1,247 (U.S.$18.8).

These additional shares are subject to a lock-vgeagent. This lockip remains effective until September 7, 2018, sithres being released from s

lock-up in 25% increments on each of March 7, 2017, Sdpte 7, 2017, March 7, 2018 and September 7, 20§ to acceleration of release of all
shares in connection with a change of control aiCu
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22. Collaboration agreement with Curis, Inc. (contiued)

This arrangement is accounted for as a joint omeratnder IFRS 11. Further, the Company has alsduated the transaction under IAS
“Investments in associates and Joint Venturasd believes that the Company does not have anifisant influence with respect to Curis. Accordingall
of the shares of Curis common stock are classéedvailable for-sale financial instruments andremmeasured at fair value at every reporting date.

A loss of Rs.40 arising from changes in the falugeof such shares of common stock was recordethier comprehensive income as of Septembe
2017.

23. Collaboration Agreement with Merck Serono

On June 6, 2012, the Company entered into a colidiba agreement with the biosimilars division of lele KGaA, Darmstadt, Germany, forme
known as Merck Serono (hereinafter, “Merck KGaA”),cmdevelop a portfolio of biosimilar compounds in ology, primarily focused on monocloi
antibodies. The arrangement coversdeselopment, manufacturing and commercializatiothefcompounds around the globe, with some spewifimtry
exceptions. During the year ended March 31, 2016 ctillaboration agreement was amended to rearranderealign the development of compou
territory rights and royalty payments. Both partigglertook commercialization based on their respecegional rights as defined in the agreement
Company leads and supports early product developrimsvards or including Phase 1 development. MerckaKGarries out manufacturing of -
compounds and leads further development for ititdees. The Company carries out its own developtme@herever applicable, for commercializationta
exclusive and co-exclusive territories. The Compaillycontinue to receive royalty payments upon coencialization by Merck KGaA in its territories.

During the year ended March 31, 2016, the Compacsived from Merck KGaA certain amounts relatingttoshare of development costs and ¢
amounts linked to the achievement of milestonestferdevelopment of compounds under the collalmratgreement, as amended.

Furthermore, during the three months ended DeceBhe2016, the Company received from Merck KGaA payts of U.S.$1 towards achievemer
a milestone for the development of a compound utigecollaboration agreement.

On April 24, 2017, Fresenius SE & Co. KGaA and Meki&aA announced that Fresenius Kabi will acquire &Wer Biosimilars business. T
transaction was subject to regulatory approvalsathdr customary closing conditions. All the ap@isvirom the relevant authorities were obtainetha
month of August 2017. Upon completion of the tratisa, the Company’ collaboration will continue as planned, with fer@sis Kabi. The transaction v
completed on September 1, 2017.

24. Receipt of warning letter from the U.S. FDA

The Company received a warning letter dated NoverBbe2015 from the U.S. FDA relating to current @odlanufacturing Practice (“cGMP”
deviations at its active pharmaceutical ingredi@API”) manufacturing facilities at Srikakulam, Andhra Resld and Miryalaguda, Telangana, as we
violations at its oncology formulation manufactgrifacility at Duvvada, Visakhapatnam, Andhra Prad@$he contents of the warning letter emanated
Form 483 observations that followed inspectionthete sites by the U.S. FDA in November 2014, Jar2@15 and February-March 2015, respectively.

The warning letter does not restrict productiorsioipment of the Comparg/products from these facilities. However, unlass antil the Company
able to correct outstanding issues to the U.S. BRAtisfaction, the U.S. FDA may withhold approsBhew products and new drug applications o
Company, refuse admission of products manufactatetie facilities noted in the warning letter ith@ United States, and/or take additional reguwate
legal action against the Company. Any such furteion could have a material and negative impacthenCompanys ongoing business and operati
During the years ended March 31, 2016 and 2017UtBe FDA withheld approval of new products fromgédacilities pending resolution of the iss
identified in the warning letter. To minimize thediness impact, the Company transferred certairpkegucts to alternate manufacturing facilities.
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24. Receipt of warning letter from the U.S. FDA (cotinued)

Subsequent to the issuance of the warning lettex, Gompany promptly instituted corrective actiomsl greventive actions and submitte
comprehensive response to the warning letter tdJtise FDA, followed by periodic written updates anepberson meetings with the U.S. FDA. The |
FDA completed the re-inspection of the aforememémanufacturing facilities in the months of Marcid &\pril 2017. During the r@spections, the U.
FDA issued three observations with respect to tRérAanufacturing facility at Miryalaguda, two obsatiens with respect to the API manufacturing fég
at Srikakulam and thirteen observations with respethe oncology formulation manufacturing fagiliThe Company has responded to these observ
identified by the U.S. FDA, and believes that it casolve them satisfactorily in a timely manner.

In June 2017, the U.S. FDA issued an establishingpection report which indicates that the inspectf the Compang’ API manufacturing facility
Miryalaguda is closed.

Inspection of other facilitie
The inspection of the Company’s CPS facility in ldyabad, India was completed by the U.S.FDA on Semte 21, 2017 with zero observations.

The inspection of the ComparsyAPI facility in Mirfield, United Kingdom was comgied by the U.S.FDA on September 15, 2017 and trep@n
was issued with a Form 483 with three observatidhe. Company has responded to these observatiensfiedd by the U.S. FDA, and believes that it
resolve them satisfactorily in a timely manner.

In July 2017, inspection of the Company’s API fiigiin Cuernavaca, Mexico was completed by the BIZA with zero observations.
25. Receipt of communication from a regulatory autbrity of Bavaria, Germany

In August 2017, the ComparsyGerman subsidiary betapharm Arzneimittel Gmbléikedd a letter from a regulatory authority of BasaGermany (th
Regierung von Oberbayern, which is the Central Adty for Supervision of Medicinal Products in Baiaof the Upper Bavarian government), that
GMP compliance certificate for the Compasmyformulations manufacturing facility at Bachupallfyderabad was not renewed as the result of
compliance deviations identified in an inspecti@ensequently, this manufacturing facility will ne¢ permitted to export further products to the Bes
Union until there is satisfactory resolution of tesues identified in the inspection and the facdi GMP compliance certificate is renewed. The Com
has developed corrective action plans relatingpéagsues identified in the inspection, and is waykliligently to implement them.

Furthermore, on September 7, 2017, the aforemesdiosagulatory authority concluded an inspectiorihef Companys formulations manufacturil
facility at Duvvada, Vishakapatnam, with zero cadfi and six major observations. Products manufadtat the facility are not currently exported te
European Union (“EU”). The Company has submitteioarective and Preventive Action Plan (“CAPAY) the authorities in this regard. The inspect®
cautioned that the facility will receive EGMP certification from the Regulator upto Novemb@18 only when the regulator approves the CAPA.
facility’s compliance with the CAPA and other applicableutatipns will be reviewed again by the RegulatorNgvember 2018 for continuation of
facility’'s EU-GMP certification.

26. Venezuela operations

Dr. Reddy's Venezuela, C.A., a whobyvned subsidiary of the Company, is primarily ereghin the import of pharmaceutical products froe parer
company and other subsidiaries of the Company lamddle of such products in Venezuela.

Overhaul of the exchange rate system in Venezlrekebruary 2015, the Venzuelan government launemealverhaul of its then existing exchange
system and introduced a new exchange rate mechamisenMarginal Currency System (known as "SIMADI")sathe third tier in the new threwr
exchange rate regime introduced and allowed faallegding of the Venezuelan bolivar for foreignremcy with fewer restrictions than other mechais
in Venezuela (CENCOEX and SICAD). The new secoed tknown as “SICAD")was introduced with an initial rate of approximgtdl2 VEF pe
U.S.$1.00. The first tier (known as “CENCOEXthe official exchange rate, was unchanged and dolidrs at 6.3 VEF per U.S.$1.00 for preferel
goods.
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26. Venezuela operations (continued)

In February 2016, the Venzuelan government annabfig¢her changes to its foreign currency exchamgehanisms, including the devaluation o
official exchange rate.

« The CENCOEX preferential rate was replaced witkew F'DIPRQO" rate. The DIPRO rate is only availale purchases and sales of essential it
Further, the preferential exchange rate was degdhoen 6.3 VEF per U.S.$1.00 to 10 VEF per U.S.61

« The SICAD exchange rate mechanism, which lastametl USD for 13 VEF per U.S.$1.00, was elimina

« The SIMADI exchange rate mechanism was replaced avitew "DICOM" rate, which governs all transactiows subject to the DIPRO exchal
rate and will fluctuate according to market supgaiygl demanc

The above changes became effective as of MarchOll®, 2
Impact on the performance of the Comp.
Tabulated below was the impact of the foregoinghenconsolidated income statements of the Comparhé years ended March 31, 2015 and 2016:

Year ended March 31

Particulars 201F 201¢

Foreign exchange loss due to currency devaluatidriranslation of monetary assets and liabilitigisgl
SIMADI/DICOM rate recorded under finance expe Rs 84 Rs 4,621
Impact of inventory write down and reversal of estpocentives recorded under cost of revel - 341
Impairment of property, plant and equipment recdrdeder selling, general and administrative expe - i12%
Total Rs. 84: Rs. 5,08t

Update during the six months ended September 3@, 20

In May 2017, the Venezuelan government announcedtéat to bring in a new mechanism for operatibthe DICOM rate through an auction syst
Subsequently, the Venezuelan government completdist auction offering under DICOM, resultinganDICOM rate of VEF 2,010 per U.S.$1.00. A
September 30, 2017, the DICOM rate was VEF 3,348Jp8r$1.00. The Company continues to use the DIC@t! for translating the monetary assets
liabilities of the Venezuelan subsidiary. As a tesforeign exchange loss of Rs.6 and Rs.34 wasgrized for the three months and six months €
September 30, 2017, respectively.

No revenues were earned from Venezuela for the thi@nths and six months ended September 30, 281cb(apared to revenues of Rs.1 and Rs.
the three months and six months ended Septemb@036, respectively).

Notwithstanding the ongoing uncertainty, the Conypeantinues to actively engage with the Venezu@awernment and seek approval to repal
funds at the preferential rate.
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27. Significant asset purchase agreements

Tabulated below are certain significant asset mselagreements entered into by the Company dusrigéal years ended March 31, 2015, 201¢€
2017:

Carrying cost as
Month on September 30,
and Year Counterparty Brief particulars of the asset / agreemet Useful life 2017
Acquisition of the title and rights to Habitrol®ad (an over-th:
counter nicotine replacement therapy transderms&thpaand ti
market the product in the United States, all for aggregal
consideration of Rs.5,0¢
Purchase of a select portfolio of established prtsdbusiness
the territories of India, Nepal, Sri Lanka and Medd tc
strengthen our presence in the areas of dermatotegpirator 9 to 15 yeal Rs 6,332
and pediatric products, all for a total purchasesaeration ¢
Rs.8,00C
Purchase of intellectual property rights of an wative
prescription head lice product, Xeglyze™ lotion.nSideratiol
was an upfront amount of Rs.606 plus certain nulesbaser
payments
Purchase of worldwide, exclusive intellectual pmpeights tc
November 201 Alchemia Limitec fondaparinux sodium, all for an aggregate constésra ol 4 year Rs 59¢€
Rs.1,15¢
Purchase of exclusive U.S. rights for the develapmanc
commercialization of XenoPost'clinical stage oral new chemi
entity, all for an aggregate consideration of R%£S, Thi
Company plans to develop thelicensed compound as a poter
treatment for moderate-gevere chronic plaque psoriasis anc
relapsing forms of multiple scleros
March 2016 and Septembe o o Acquisition of commerc_iali_zation rights f_or_an ecancer biolc_)gi )
2017 Eisai Company Limite agent (E7777) from Eisai Company Limited. The abestior Not available for use y Rs 1,061
was an upfront amount plus certain miles-based paymen
Purchase of certain pharmaceutical brands to dtrength:
Company’s presence in the dermatology, cougheatd-and pai
May 201¢ Ducere Pharma LL therapeutic areas forming part of the Company’s-tivecounte 15 year Rs 1,01¢
(“OTC") business in the United States, all for an aggn
consideration of Rs.1,1¢
Acquisition of the rights to -license, market and distribute ei
injectable ANDAs, all for an aggregate considerat U.S.$5.¢
Acquisition of eight ANDAs for U.S.$350. The acqtin was Fordl i
consummated on August 3, 2016. The acquisition $guart of th Majority productsezgt available f Rs 23,1612
Compan’s Global Generics segme B

October 2014 Novartis Consumer Health Ir 8 years Rs 3,20¢

UCB India Private Limited ar

June 201 affiliates

September 2015 Hatchtech Pty Limited Not available for use yet Rs 1,007

March 2016 XenoPort, Inc. Not available for use yet Rs 3,18¢

November 2016 Gland Pharma Limited Not available for use yet Rs 24C

Teva Pharmaceutical Industr

June 2016 L)

1) During the three months ended June 307 2the Company launched the product for one ofeibat ANDAs acquired (ezitimibe and simvast
tablets) in the United States of America. The dagost of the ANDA is Rs.748 and the useful ifeight years.

2) Includes the carrying cost of the prodaanched.
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28. Significant out-licensing agreements

Month
and Year Counterparty Brief particulars of the agreemen
For the clinical development and commercializatwbrCompan’s Phase Il clinical trial candida
DFA-02. The Company is entitled to receive equity shareCHD valued at U.S.$30 upon an in
public offering of CHD or, if no initial public offring occurs within 18 months of execution of
CHD Biosciences Inc  agreement, a cash payment of U.S.$30. The Compalhyalso receive additional milesto
(“CHD”) payments of U.S.$40 upon U.S. FDA approval. Initiag the Company is entitled to royalties
sales and certain other commercial milestone patsneith respect to the product. At the time
execution, as the arrangement did not meet allrékienue recognition criteria under IAS 18,
revenue has been recognized for the transa
For the future development and commercializatioDeb-06.
The consideration for out-licensing is as under:
Upfront and approval milestones: U.S.$20 ;
September 20: Encore Dermatology In  Patent and commercial milestones: U.S.$12.5. litiaddthe Company is entitled to royalties on
sales.
As the arrangement did not meet all the revenuegration criteria under IAS 18, no revenue
been recognized for the transact

July 201

29. Change in the functional currency of a foreigmperation

Until July 31, 2016, the functional currency of theiss Subsidiary was determined to be the Indigee. During the three months ended Septemb
2016, the Swiss Subsidiary borrowed U.S.$350 fremain institutional lenders to acquire eight AND#sthe United States (refer to Note 27 of tt
interim financial statements for further detailfhe Company determined that the aforesaid tramsectivould have a significant impact on the prir
economic environment of the Swiss Subsidiary andomlingly, the Swiss Subsidiasybperating, investing and financing activities ldobave a great
reliance on the United States dollar.

Accordingly, effective August 1, 2016, the func@brcurrency of the Swiss Subsidiary was changeHedJnited States dollar. The change in functi
currency of the Swiss subsidiary was applied prethpely from date of change in accordance with 125 “The Effect of Changes in Foreign Excha
Rate”.

30. Subsequent events

None.
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ITEM 2. OPERATING AND FINANCIAL REVIEW, TREND INFOR MATION

The following discussion and analysis should bel ieaconjunction with the audited consolidated ficial statements, the related cash flow statel
notes and the Operating and Financial Review andgects included in our Annual Report on FormF2f@r the fiscal year ended March 31, 2017, an
unaudited condensed consolidated interim finarstetements included in our report on Fori{ 6or the three months ended June 30, 2017, altoth is
on file with the SEC, and the unaudited condensedaidated interim financial statements contaiimetthis report on Form 6-K.

This discussion contains forward-looking statemémds involve risks and uncertainties. When usetti discussion, the words “anticipate”, “belieye”
“estimate”, “intend”, “will” and “expect” and othesimilar expressions as they relate to us or owsingss are intended to identify such forwkroking
statements. We undertake no obligation to publigiglate or revise the forwatdeking statements, whether as a result of newnddion, future events,
otherwise. Actual results, performances or achi@mmcould differ materially from those expressednplied in such forwardeoking statements. Fact
that could cause or contribute to such differernelide those described under the heading “Riskdrsicin our Form 20-. Readers are cautioned nc
place reliance on these forward-looking statemtmatsspeak only as of their dates.

Section A:
Three months ended September 30, 2017 compared twetthree months ended September 30, 2016

The following table sets forth, for the periodsicaded, financial data along with respective petages to total revenues and the increase (or det
by item as a percentage of the amount over the acabfe period in the previous year.

For the three months ended September &

2017 201€
Rs. in % of Rs. in % of Increase.
millions Revenues millions Revenues (Decrease)

Revenue Rs. 35,46( 100.(% Rs. 35,857 100.(% ()%
Gross profit 18,90: 53.2% 20,09° 56.(% (6)%
Selling, general and administrative expe 11,03: 31.1% 11,77« 32.8% (6)%
Research and development expe 4,17¢ 11.8% 5,214 14.5% (20)%
Other (income)/expense, (114) (0.9% 277) 0.8% (59)%
Results from operating activities 3,80¢ 10.7% 3,38¢ 9.4% 12%
Finance (expense)/income, (24) (0.1)% 36E 1.C% (107)%
Share of profit of equity accounted investees,

of tax 92 0.3% 84 0.2% 11%
Profit before tax 3,87¢ 10.% 3,83¢ 10.7% 1%
Tax expens 1027 2.5% 88t 2.5% 16%
Profit for the period Rs. 2,84¢ 8.C% Rs. 2,95( 8.2% ()%
Revenues

Our overall consolidated revenues were Rs.35,4@@mfor the three months ended September 30, 2@1decrease of 1% as compared to Rs.3
million for the three months ended September 30620

The following table sets forth, for the periodsigaded, our consolidated revenues by segment:

For the three months ended September &

2017 201¢€
Rs.in Revenues Rs.in Revenue Increase.
millions % of Total millions % of Total (Decrease)
Global Generic Rs 28,61¢ 81% Rs 28,99¢ 81% 1%
Pharmaceutical Services and Active Ingredi 5,65¢ 16% 5,78¢ 1€% 2)%
Proprietary Produc 74¢ 2% 58¢ 2% 27%
Other: 44( 1% 49C 1% (10%
Total Rs. 35,46( 10(% Rs. 35,85 10C% (1)%
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Segment Analysis
Global Generics

Revenues from our Global Generics segment were8Rd.8 million for the three months ended Septen39er2017, a decrease of 1% as compar
Rs.28,995 million for the three months ended Sep&r80, 2016.

After taking into account the impact of exchange fuctuations of the Indian rupee against mudtiplirrencies in the markets in which we operag
foregoing decrease in revenues of this segmenattidsutable to the following factors:

« anincrease of approximately 10% resulting fromitiieduction of new products during the intervenperiod,;
« anincrease of approximately 1% resulting from eimerease in the sales volume of existing prodircthis segment; ai

» the foregoing was offset by a decrease of appraeiynd 2% resulting from the net impact of changesales prices of the products in
segment

North America (the United States and Canadayr Global Generics segmesnttevenues from North America (the United Statet @anada) we
Rs.14,318 million for the three months ended Sep&r30, 2017, a decrease of 11% as compared tihrdse months ended September 30, 2016. In
dollar absolute currency terms (i.e., U.S. dollaithout taking into account the effect of currerexchange rates), such revenues decreased by 1%
three months ended September 30, 2017 as comuetteel three months ended September 30, 2016.

This decrease in revenues was largely attributabtiee following:

« price erosion, coupled with a decrease in salaswes, of certain of our existing products of tlagreent; an

« the foregoing was partially offset by revenues froew products launched between October 1, 2016eaptember 30, 2017, such as progeste
ezetimibe and simvastatin and liposomal doxorut

During the three months ended September 30, 20&7launched four new products in North America (theted States and Canada). These
products were sevelamer carbonate tablets, cefixd8e(oral suspension), buproprion XL (extendedas#¢ and metaxalone tablets. No revenues
recorded from sevelamer carbonate tablets, aptbdiict was launched towards the end of Septerabér,.

During the three months ended September 30, 20@ hade 4 new ANDA filings and 1 new NDA filing umdbe section 505(b)(2) route with
U.S.FDA. As of September 30, 2017, our cumulatiliegs were 263 which includes 4 NDA filings undsction 505(b)(2) and 259 ANDA filings. Thi
259 ANDA filings include 8 ANDAs acquired from Tewharmaceutical Industries Limited (“TevaQut of these filings, we had 103 filings penc
approval at the U.S. FDA, which includes 3 NDArfgs under section 505(b)(2) and 100 ANDA filingsit ©f these 100 ANDA filings, 60 are Paragrapl
filings and we believe that we are the first te fitith respect to 28 of these filings. Furthersth@00 ANDAs which are pending for approval incl&
ANDAs acquired from Teva, of which 5 are Paragrpfilings.

India: Our Global Generics segmentevenues from India for the three months endedeSeer 30, 2017 were Rs.6,370 million, an increds2% a:
compared to the three months ended September 36, Zbis growth was largely attributable to an @a&se in sales volumes of certain of our exi:
products and revenues from new brands launcheddia between October 1, 2016 and September 30, 2@Hizh was partially offset by the decreas
sales prices of certain of our existing productsorPo the transition to India’s new Goods andvimr Tax (“GST")regime, which became effective
July 1, 2017, the excise duty amount was recomdeevienues with a corresponding amount recordditeircost of revenues. For periods effective orfter
July 1, 2017, excise duty has been subsumed iG8% and is not recorded in revenues or cost afmegs. Consequently, the revenues reported farda
subsequent to the GST transition no longer reégcise duty, and the reported growth would theeefw lower.

According to IMS Health in its Moving Quarterly Totadport for the three months ended September 37, 2fur secondary sales in India decline
1.1% during such period, as compared to the Ink#&rpaceutical market'decline of 0.8% during such period. During the¢hmonths ended Septembel
2017, we launched 8 new brands in India.

Emerging MarketsOur Global Generics segment’s revenues from “Ejngr Markets” (hich is comprised of Russia, other countries @f firme
Soviet Union, Romania and certain other countniemfour “Rest of the Worldmarkets, primarily, South Africa and Australia) the three months enc
September 30, 2017 were Rs.5,506 million, an irsered 14% as compared to the three months endedrSiegr 30, 2016. The foregoing revenue inct
was largely attributable to increased revenues fRussia, as described below.
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Russia Our Global Generics segmentevenues from Russia for the three months endpte®ber 30, 2017 were Rs.3,218 million, an inaed20¥
as compared to the three months ended Septemb260386, In Russian rouble absolute currency terras Russian roubles without taking into accour
effect of currency exchange rates), such revemmesased by 13% for the three months ended Septe3b@017 as compared to the three months ¢
September 30, 2016. Our over-the-counter (“*OTCV)sitbn’s revenues from Russia for the three months endpte@ber 30, 2017 were 39% of our t
revenues from Russia. This increase was mainlycooumnt of an increase in the sales volume of oistieg products and due to new products we laur
between October 1, 2016 and September 30, 2017.

According to IMS Health, as per its report for tineee months ended September 30, 2017, our sales (ial Russian roubles) growth and volt
growth from Russia, as compared to the Russiannpigutical market sales value (in Russian roulgesith and volume growth for the three moi
ended September 30, 2017 was as follows:

For the three months ended September 30, 2C

Dr. Reddy's Laboratories Russian pharmaceutical marke
Sales valu Volume Sales valu Volume
Prescription (R» (5.31)% (6.69% 4.11% (1.69)%
Ovet-the-counter (OTC 2.51% (0.09)% (0.55% (5.40%
Total (Rx + OTC (2.49)% (4.90% 1.62% (4.36)%

Other countries of the former Soviet Union and RoistaOur Global Generics segmentevenues from other countries of the former Sdyigon ant
Romania were Rs.921 million for the three monthdeenSeptember 30, 2017, an increase of 3% as cethpathe three months ended September 30,
This increase was largely attributable to the iasesin sales volumes of our existing major branub r@venues from new products launched bet
October 1, 2016 and September 30, 2017.

“Rest of the World” MarketsWe refer to all markets of this segment othentNarth America (the United States and Canada)pigirRussia and ott
countries of the former Soviet Union, Romania amid as our “Rest of the World” markets. Our GloBanerics segment’s revenues from drest of th
World” markets were Rs.1,367 million for the three momthded September 30, 2017, an increase of 9% asacethio the three months ended Septe
30, 2016. This increase was largely due to higbatriution from new markets.

Europe:Our Global Generics segment’s revenues from Euanpgrimarily derived from Germany, the United gdlom and our ouieensing busine:
across Europe. Such revenues were Rs.2,424 mibtiothe three months ended September 30, 201 haaase of 37% as compared to the three m
ended September 30, 2016. This increase was plynmariaccount of the increase in sales volume ddtieng products along with new products launc
between October 1, 2016 and September 30, 2017.

Pharmaceutical Services and Active Ingredients (“RI%)

Our PSAI segmens’ revenues for the three months ended Septemb@038,were Rs.5,654 million, a decrease of 2% agpaoed to the three mon
ended September 30, 2016. After taking into accthentmpact of exchange rate fluctuations of thdidn rupee against multiple currencies in the ntark
which we operate, this decrease was largely attriide to:

« increased sales of active pharmaceutical ingreslifentthe three months ended September 30, 20ih7aply attributable to increased sales volu
of existing products, which increased our PSAI sexg’'s revenues by approximately 2%;

. the foregoing was offset by decreased customer®ifde our pharmaceutical development serviceschvbiecreased our PSAI segn’s revenue
by approximately 49

During the three months ended September 30, 204 Tiled 16 Drug Master Files (“DMFst¥yorldwide. Cumulatively, our total worldwide DMFs af
September 30, 2017, were 780, including 203 DMRkeérUnited States.

Gross Profit
Our total gross profit was Rs.18,901 million foetthree months ended September 30, 2017, repmegesRi3% of our revenues for that perioc

compared to Rs.20,097 million for the three momthded September 30, 2016, representing 56.0% otweanues for that period.
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The following table sets forth, for the period icatied, our gross profits by segment:

For the three months ended September

2017 201¢
(Rs. in millions)

Gross % of Segmen Gross % of Segmen

Profit Revenue Profit Revenue
Global Generic Rs 16,93¢ 59.2% Rs 18,06° 62.2%
Pharmaceutical Services and Active Ingredi 1,107 19.6% 1,271 22.(%
Proprietary Produc 63< 84.5% 507 86.2%
Other: 22t 51.1% 252 51.5%
Total Rs. 18,90: 53.2% Rs. 20,09° 56.(%

After taking into account the impact of the exchangte fluctuations of the Indian rupee againsttipiel currencies in the markets in which we ope
the gross profits from our Global Generics segnuEmtreased to 59.2% for the three months ended r8bete30, 2017 from 62.3% for the three mo
ended September 30, 2016. This decrease was gdyirnaraccount of lower realizations due to increlasempetition in some of our key products, priny
in North America. Consequently, there was a deer@ashe proportion of our sales of higher grossgimaproducts and an increase in the proportioauw
sales of lower gross margin products.

The gross profits from our PSAI segment decreasetdt6% for the three months ended September 30, Ztbm 22.0% for the three months er
September 30, 2016. This decrease was primarigconunt of increased price erosion coupled wite@ehse in the proportion of our sales of highes:
margin products and an increase in the proportf@upsales of lower gross margin products durimgthree months ended September 30, 2017.

Selling, general and administrative expenses

Our selling, general and administrative expense® \Rs.11,032 million for the three months endedi&eper 30, 2017, a decrease of 6% as com
to Rs.11,774 million for the three months endedt&aper 30, 2016. After taking into account the iotpzf exchange rate fluctuations of the Indian B
against multiple currencies in the markets in whiehoperate, this decrease was largely attributattiee following:

« decreased legal and professional expenses, whiathated our selling, general and administrativeresgs by approximately 2%; ¢

« decreased sales and marketing expenses, whichadedreur selling, general and administrative exgebyg approximately 4%. This decrease
primarily on account of the provision of Rs.344 lrait for potential liability imposed by the Natidn@harmaceutical Pricing Authority for sz
allegedly in excess of the notified selling pri¢edated to the petition filed by the Indian Phaceaatical Alliance) accrued during the three mo
ended September 30, 2016; no such costs were doduni@g the three months ended September 30,

As a proportion of our total revenues, our selliggneral and administrative expenses decreasetl. 1&63for the three months ended Septembe
2017 from 32.8% for the three months ended SepteB8he2016.

Research and development expenses

Our research and development expenses were Rs.#illih for the three months ended September 30,72 a decrease of 20% as compare
Rs.5,214 million for the three months ended Seper8D, 2016. The decrease was primarily on acoofutiéferrals in certain milestone related payméo
subsequent quarters of the year ending March 318.200r focus continues on building our pipelinecomplex generics, biosimilars and differenti:
products.

As a proportion of our total revenues, our researuth development expenses decreased to 11.8%efdnrée months ended September 30, 2017
14.5% for the three months ended September 30, 2016

Other (income)/expense, net
Our net other income was Rs.114 million for theéhmonths ended September 30, 2017, as companetl ather income of Rs.277 million for the tt

months ended September 30, 2016.
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Finance (expense)/income, net

Our net finance expense was Rs.24 million for tired months ended September 30, 2017, as compmaned finance income of Rs.365 million for
three months ended September 30, 2016. The dedreasefinance income was due to the following:

« netinterest expense of Rs.159 million for the éhmeonths ended September 30, 2017, as compared toterest expense of Rs.49 million for
three months ended September 30, 2

« net foreign exchange gain of Rs.47 million for theee months ended September 30, 2017, as compzarezt foreign exchange gain of Rs
million for the three months ended September 3@628n(

« profit on sale of investments of Rs.88 million fbe three months ended September 30, 2017, as cetnjoeprofit on sale of investments of Rs.
million for the three months ended September 3Q6.

Profit before tax

As a result of the above, our profit before tax Wa&s3,876 million for the three months ended Sept&n30, 2017, an increase of 1% as compar
Rs.3,835 million for the three months ended Seperb, 2016.

Tax expense

Our consolidated weighted average tax rate was?26ds the three months ended September 30, 201@mapared to 23.1% for the three mol
ended September 30, 2016. The effective rate diotathe three months ended September 30, 2016omes primarily on account of tax deductions tha
claimed on sales of investments.

Our tax expense was Rs.1,027 million for the thremths ended September 30, 2017, as compared &Rsiillion for the three months enc
September 30, 2016.

Profit for the period

As a result of the above, our net profit was R4 ®illion for the three months ended Septembe8Qy, representing 8.0% of our total revenue
such period, as compared to Rs.2,950 million ferttiree months ended September 30, 2016, repregé&nfi% of our total revenues for such period.
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Section B:
Six months ended September 30, 2017 compared to thig months ended September 30, 2016

The following table sets forth, for the periodsigaded, financial data as percentages of totalmese and the increase (or decrease) by iterr
percentage of the amount over the comparable perithiee previous year.

For the six months ended September 2

2017 201¢€
Rs. in % of Rs.in % of Increase/
millions Revenue millions Revenue (Decrease
Revenue Rs. 68,61¢ 100.(% Rs. 68,20: 100.(% 1%
Gross profit 35,99¢ 52.5% 38,27¢ 56.1% (6)%
Selling, general and administrative expe 22,79¢ 33.2% 24,05¢ 35.2% 5)%
Research and development expe 9,25( 13.5% 10,01¢ 14.7% (8)%
Other (income) / expense, (30§) (0.4)% (379 (0.5% A7%
Results from operating activities 4,261 6.2% 4,57¢ 6.7% (7%
Finance (expense) / income, 197 0.2% 81C 1.2% (7€)%
Share of profit of equity accounted investees,
of tax 19C 0.3% 15¢ 0.2% 20%
Profit before tax 4,64¢ 6.8% 5,54: 8.1% (1€)%
Tax expens 1,20¢ 1.8% 1,32¢ 1.% (9)%
Profit for the period Rs. 3,44( 5.% Rs. 4,21 6.2% (18)%
Revenues

Our overall consolidated revenues were Rs.68,68omior the six months ended September 30, 2@h7increase of 1% as compared to Rs.6¢
million for the six months ended September 30, 2016

The following table sets forth, for the periodsigaded, our consolidated revenues by segment:

For the six months ended September &

2017 201¢

Rs. in Revenues % Rs. in Revenues % Increase/

millions of Total millions of Total (Decrease
Global Generic Rs 56,07: 82% Rs 55,63 82% 1%
Pharmaceutical Services and Active Ingredi 10,30¢ 15% 10,47° 15% (2)%
Proprietary Produc 1,26( 2% 1,20¢ 2% 4%
Other: 981 1% 884 1% 11%
Total Rs. 68,61¢ 10(% Rs. 68,20: 10C% 1%
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Segment Analysis
Global Generics

Revenues from our Global Generics segment werebRE.3 million for the six months ended September287, an increase of 1% as compare
Rs.55,633 million for the six months ended Septer38e2016.

After taking into account the impact of exchange fuctuations of the Indian rupee against mudtiplirrencies in the markets in which we operag
foregoing increase in revenues of this segmentattébutable to the following factors:

« adecrease of approximately 10% resulting fronnstempact of changes in sales prices of the ptsdadhis segment;
« anincrease of approximately 10% resulting fromittieduction of new products during the intervenperiod an
« anincrease of approximately 1% resulting from timerease in the sales volume of existing prodimcthis segmer

North America (the United States and Canada)r Global Generics segmentevenues from North America (the United States@anada) for the <
months ended September 30, 2017 were Rs.29,26bmidl decrease of 8% as compared to the six manttled September 30, 2016. In U.S. d
absolute currency terms (i.e., U.S. dollars withtakitng into account the effect of currency exctearajes), such revenues decreased by 7% in timeasith:
ended September 30, 2017 as compared to the sithmended September 30, 2016.

During the six months ended September 30, 2017aweched eight new products in North America (tmétédl States and Canada). These new pro
include ezetimibe and simvastatin, liposomal dokarin, bivalirudin injection, sevelamer carbonadblets, cefixime OS (oral suspension), bupropior
(extended release) and metaxalone tablets. No uegewere recorded from sevelamer carbonate talletthis product was launched towards the e
September 2017.

India: Our Global Generics segmentevenues from India were Rs.11,058 million far #ix months ended September 30, 2017, a decréd$é a:
compared to the six months ended September 30, BRkthg the six months ended September 30, 20&7aunched 11 new brands in India.

During the three months ended June 30, 2017, thasea significant reduction in the sales volumeswfexisting products, as our customers in |
reduced their inventory holdings in anticipationtio¢ transition to India’s new Goods and Servicg T&ST") regime, which became effective on Jul
2017.

Prior to the transition to the GST regime, exciggydmount was recorded in revenues with a corredipg amount recorded in the cost of revenues
subsequent periods, excise duty has been subsuntleel GST, and is not recorded in revenues orafagvenues. Consequently, the revenues report
periods subsequent to the GST transition no lorefegct excise duty, and the reported growth wdbé&tefore be lower.

Emerging MarketsOur Global Generics segment’s revenues from “Ejngr Markets” hich is comprised of Russia, other countries ef firme
Soviet Union, Romania and certain other countniemfour “Rest of the Worldimarkets, primarily South Africa and Australia) fite six months end
September 30, 2017 were Rs.11,253 million, an asgef 24% as compared to the six months endeér8bpt 30, 2016.

Russia Our Global Generics segmenitevenues from Russia were Rs.6,679 million fersitt months ended September 30, 2017, an incoé@82 a
compared to the six months ended September 30, 20Raissian rouble absolute currency terms (Rassian roubles without taking into account the@
of currency exchange rates), such revenues inadas21% for the six months ended September 307 28Ilcompared to the six months ended Septe
30, 2016. Our over-the-counter (“OTC") divisisevenues from Russia for the six months endete8déger 30, 2017 were 37% of our total revenues
Russia, and we intend to further strengthen our &dl€s by continuous branding efforts.

According to IMS Health, as per its report for tive months ended September 30, 2017, our sales ialuRussian roubles) growth and volume grc
from Russia, as compared to the Russian pharmaatutiarket sales value (in Russian roubles) graavth volume growth for the six months en
September 30, 2017 was as follows:

For the six months ended September 30, 2C

Dr. Reddy's Laboratories Russian pharmaceutical marke
Sales valu Volume Sales valu Volume
Prescription (R> (5.3))% (6.69% 4.11% (1.69%
Ovet-the-counter (OTC 2.51% (0.09)% (0.55% (5.40%
Total (Rx + OTC (2.49)% (4.90% 1.62% (4.30%
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Other Countries of former Soviet Union and Romafar Global Generics segmenttevenues from other countries of the former Sdvidon ant
Romania were Rs.1,782 million for the six monthdezhSeptember 30, 2017, an increase of 13% as cethfmathe six months ended September 30, 2016.

“Rest of the World” MarketsWe refer to all markets of this segment othentNerth America (the United States and Canada)orRussia, Ind
and other countries of the former Soviet Union Radnania as our “Rest of the World” markets. OurlaldGenerics segment’s revenues from drest o
the World” markets were Rs.2,791 million for the six monthdezhSeptember 30, 2017, an increase of 11% as cedfmathe six months ended Septer
30, 2016. This increase is majorly attributableaaye increase in sales in new markets for the siths ended September 30, 2017.

Europe Our Global Generics segmenitevenues from Europe were Rs.4,500 million ferdix months ended September 30, 2017, an incofeé83%
as compared to the six months ended September03®, Zhe increase is largely attributable to salesew products, such as entacavir, sildenafil
tenofovir, launched between October 1, 2016 andeSdmer 30, 2017.

Pharmaceutical Services and Active Ingredien“PSAI")

Our PSAI segmend’ revenues for the six months ended September03Q, ®ere Rs.10,305 million, a decrease of 2% aspeoed to the six mont
ended September 30, 2016. After taking into accduatimpact of exchange rate fluctuations of thaidn rupee against the multiple currencies ir
markets in which we operate, this decrease wasliaggtributable to:

« increased sales of active pharmaceutical ingreslifemtthe six months ended September 30, 2017 apifyrattributable to increased sales volu

of existing products, partially offset by net impa¢ changes in sales prices of existing produestsich together increased our PSAI segnent’
revenues by approximately 1%;

. the foregoing was offset by decreased customerr®rteour pharmaceutical development services &stam products provided to innove
companies, which decreased our PSAI seg’'s revenues by approximately 3

Gross Profit

Our total gross profit was Rs.35,998 million foetkix months ended September 30, 2017, represebfirido of our revenues for that period
compared to Rs.38,275 million for the six monthdezhSeptember 30, 2016, representing 56.1% ofemenues for that period.

For the six months ended September 2

2017 201¢
Rs. in millions

% of Segmen % of Segmen

Gross Profit Revenue Gross Profit Revenue
Global Generic Rs 32,77: 58.4% Rs 34,40¢ 61.8%
Pharmaceutical Services and Active Ingredi 1,64( 15.% 2,40 22.%
Proprietary Produc 1,051 83.4&% 1,032 85.4%
Other: 53t 54.5% 43E 49.2%
Total Rs. 35,99¢ 52.5% Rs. 38,27" 56.1%

After taking into account the impact of the exchangte fluctuations of the Indian rupee againstipiel currencies in the markets in which we ope
the gross profits from our Global Generics segnaeatreased to 58.4% for the six months ended Septedh 2017 from 61.8% for the six months er
September 30, 2016. This decrease was primarilgcoount of lower realizations due to increased citipn in some of our key products. Conseque
there was a decrease in the proportion of salemuphigher gross margin products and an increagbermroportion of sales of our lower gross me
products.

The gross profits from our PSAI segment decreasetl5t9% for the six months ended September 30, ,20Gmh 22.9% for the six months ent
September 30, 2016. This decrease was primarigcoaunt of price erosion for the six months endegt&nber 30, 2017.
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Selling, general and administrative expenses

Our selling, general and administrative expensag Ws.22,795 million for the six months ended Sepier 30, 2017, a decrease of 5% as compa
Rs.24,058 million for the six months ended Septer3Be2016. After taking into account the impaces€hange rate fluctuations of the Indian rupeéne
multiple currencies in the markets in which we @perthis decrease was largely attributable tddtewing:

« decreased sales and marketing expenses, whichadedreur selling, general and administrative exgebg approximately 2%. This decrease
primarily on account of the provision of Rs.344 lrait for potential liability imposed by the Natidn@harmaceutical Pricing Authority for sg
allegedly in excess of the notified selling pri¢edated to the petition filed by the Indian Phaceagtical Alliance) accrued for the six months er
September 30, 2016; no such costs were incurretthéosix months ended September 30, 2017

« decreased legal and professional expenses by 3¥any on account of remediation activities rethte the warning letter received from the |
FDA for three of our manufacturing facilities india accrued for the six months ended Septembe2®I%; no such costs were incurred for the
months ended September 30, 2!

As a proportion of our total revenues, our selliggneral and administrative expenses decreasedl2&0or the six months ended September 30,
from 35.3% for the six months ended September G062

Research and development expenses

Our research and development costs were Rs.9,260mfor the six months ended September 30, 2@ldecrease of 8% as compared to Rs.1!
million for the six months ended September 30, 2016 decrease was primarily on account of defetricesome of the milestone related paymen
subsequent quarters of the financial year. Ourdamntinues on building our pipeline of complexgrgcs, biosimilars and differentiated products.

Other (income) / expense, net

Our other income was Rs.308 million for the six tinsnended September 30, 2017, as compared tointtmene of Rs.373 million for the six mon
ended September 30, 2016.

Finance (expense) / income, net

Our net finance income was Rs.197 million for themsonths ended September 30, 2017, as companeek tinance income of Rs.810 million for
six months ended September 30, 2016. The decneass finance income was attributable to:

« netinterest expense of Rs.231 million for therabnths ended September 30, 2017, as compared toterest income of Rs.74 million for the
months ended September 30, 2!

« net foreign exchange gain of Rs.57 million for sitemonths ended September 30, 2017, as comparegt foreign exchange gain of Rs.73 mil
for the six months ended September 30, 201€

« profit on sale of investments of Rs.371 million fbe six months ended September 30, 2017, as cechpauprofit on sale of investments of Rs.
million for the six months ended September 30, z

Profit before tax

As a result of the above, our profit before tax Was4,648 million for the six months ended Septen@e 2017, a decrease of 16% as compar
Rs.5,542 million for the six months ended Septen39e2016.

Tax expense

Our consolidated weighted average tax rate was?2%0® the six months ended September 30, 2017papared to 23.9% for the six months er
September 30, 2016.

Our tax expense was Rs.1,208 million for the sixthe ended September 30, 2017, as compared to3RS.Million for the six months end
September 30, 2016.

Profit for the period
As a result of the above, our net profit was Rg@,aillion for the six months ended September 30,72 representing 5.0% of our total revenue

such period, as compared to Rs.4,213 million fersix months ended September 30, 2016, represeh@g of our total revenues for such period.
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ITEM 3. LIQUIDITY AND CAPITAL RESOURCES

We have primarily financed our operations througishcflows generated from operations and a mix ogd®rm and shotierm borrowings. Ot
principal liquidity and capital needs are for makinvestments, the purchase of property, planteapndpment, regular business operations and reseac
development.

Our principal sources of short-term liquidity argeirnally generated funds and shiemm borrowings, which we believe are sufficientnieet ou
working capital requirements. We borrowed U.S.$hdion during the year ended March 31, 2014, whigds to be repaid in five quarterly installme
beginning February 2018. During the three montrdedrDecember 31, 2016, we entered into a finanairgngement with certain financial institution:
refinance this borrowing of U.S.$150 million. Asriiee repayment schedule applicable to the refiedmorrowing, we repaid U.S.$75 million on Noven
28, 2016 (refer to Note 12 to our interim finanaitdtements for further details). These loans \wenarred primarily to repay some of our then erigtshort-
term borrowings and to meet anticipated capitakexiitures over the near term.

During the three months ended September 30, 20t6udgh Dr. Reddy’s Laboratories, SA, one of oursdibries in Switzerland (theStviss
Subsidiary”), we borrowed U.S.$350 million of shtetm borrowings from certain institutional lendetsan interest rate ranging from Libor plus 0.4%
0.60% per annum. These loans were borrowed fopuihgose of funding the acquisition of eight Abbeted New Drug Applications (“ANDAsfrom Tevz
Pharmaceutical Industries Limited in the Unitedt&tgrefer to Note 27 of these interim financiaksients for additional details). During the thmeanth:
ended June 30, 2017, the Swiss Subsidiary repaidrttire short-term borrowing of U.S.$350 million.

During the three months ended June 30, 2017, throug Swiss Subsidiary, we borrowed an addition&.$250 million, of which U.S.$200 million
required to be repaid in one balloon installmerg dn the 60 month anniversary of the date of the,land the remaining U.S.$50 million is repayah
five equal quarterly installments of U.S.$10 mitlieach, commencing at the end of the 30 month arsawy and continuing until the 42 month annivet
of the date of the loan.

During the three months ended June 30, 2017, thr&egldy Holding GmbH, one of our subsidiaries inrfsny, we borrowed EUR 42 million, whi
was required to be repaid in three equal instaltmdne at the end of th8%239 and 4" year anniversaries of the date of the loan.

The following table summarizes our statements shd®ows for the periods presented:

For the six months ended September &
2017 2017 201¢
(U.S.$ in millions, Rs. in millions

Convenienci
translation into U.S.¢
Net cash from/(used ir

Operating activitie U.S9 72 Rs 4,72¢ Rs 7,76%
Investing activitie (89 (5,45¢€) (17,297
Financing activitie (10) (64€) 7,22¢
Net increase/(decrease) in cash and cash equival U.S.4 (21) Rs. (1,379 Rs. (2,305)

In addition to cash, inventory and accounts red#@,aour unused sources of liquidity included R$32Q million available in credit under revolv
credit facilities with banks as of September 3@ 20Ne had no other material unused sources afliigiias of September 30, 2017.

Cash Flows from Operating Activities

The result of operating activities was a net cadlow of Rs.4,728 million for the six months endgeptember 30, 2017, as compared to a cash infl
Rs.7,763 million for the six months ended Septen30e2016.

The decrease in net cash inflow of Rs. 3,035 milli® primarily due to increase in working capitatjnirements and decrease in our earning
described below.
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The change in cash from operating activities wasamily on account of the following:

« an increase in working capital, primarily due toiacrease in our trade receivables as of SepteBMhe2017, on account of (a) changes ir
customer mix (i.e., an increase in the proportibneceivables from our customers with longer creditiods, as further discussed below);
(b) an increase in the proportion of trade recdasm our API business which were not due for paynas of September 30, 2017,

« adecline in our earnings for the six months erfSiegtember 30, 2017, due to increased competitiokefp products in our North America (
United States and Canada) generics business amgsc price erosion attributable to consolidagimong distributors and retaile

Our average days’ sales outstanding (“DS@¥)at September 30, 2017, March 31, 2017 and Seete30b2016, computed based on the sales fi
three months then ended, were 109 days, 96 day8%ddys, respectively. The increase in our DSO prsarily on account of (a) changes in the mi
our receivables, due to increase in the propoxiforeceivables from our customers with longer dredriods in the United States; and (b) higher argk
rates as of September 30, 2017 as compared toxthargge rates prevailing during the three monthieerSeptember 30, 2017, which increased our
receivables higher than the corresponding revenues.

Cash Flows from Investing Activities

Our investing activities resulted in a net casHlowt of Rs.5,456 million as compared to a net castflow of Rs.17,292 million for the six mon
ended September 30, 2017 and 2016, respectively.dEcrease in net cash outflow of Rs.11,899 milias primarily due to:

« a net decrease of Rs.28,478 million in cash outflowrimarily on account of reduced outflow towaedsgjuisition of intangible assets and prop:
plant and equipment in the six months ended Seme®® 2017 as compared to the six months endegi@bpr 30, 2016. Acquisition during
six months ended September 30, 2016 primarily sbo$

0 Rs.23,366 million (U.S.$350 million) paid to Tevh@maceutical Industries Limite“Teve") to acquire eight Abbreviated New Di
Applications (“ANDASs") in the United States forming part of our Global &gcs segment (refer to Note 27 of these intermaritia
statements for further detail

0 Rs.3,159 million (U.S.$47.5 million) paid to XenoBolnc. for the acquisition of exclusive U.S. righfor the development a
commercialization of a clinical stage oral new chehentity which forms a part of our Proprietamp&ucts segment during the th
months ended June 30, 2016 (refer to Note 27 skth@erim financial statements for further dejadsc

0 Rs.1,148 million (U.S.$17 million) paid to Duceréa@ma LLC for purchase of portfolio of OTC brandkieh form a part of ol
Global Generics segment during the three monthsdeddne 30, 2016 (refer to Note 27 of these intériencial statements for furtr
details)

« the foregoing was partially offset by a decreasedncash inflow on account of sale of investmémtautual funds and redemption of fixed depc
having an original maturity of more than three nisnby Rs.16,513 million for the six months endeg@t&mber 30, 2017, as compared to the
months ended September 30, 2!

Cash Flows from Financing Activities

Our financing activities resulted in a net cashlowt of Rs.646 million, as compared to a net caglow of Rs.7,224 million for the six months en
September 30, 2017 and 2016, respectively.

During the six months ended September 30, 2017e thas a decrease in net shierm borrowings by Rs.14,961 million, primarily aeccount ¢
repayment of Rs.23,222 million by our Swiss Sulasidi which was offset by an increase in short tborrowings of Rs.18,991 million incurred by
subsidiaries in Switzerland and Germany.

During the three months ended June 30, 2016, wghidiack and extinguished 5,077,504 equity sharearf aggregate purchase price of Rs.1t
million (refer to note 15 of these interim finaricéatements for further details).
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Principal Debt Obligation

The following table provides a list of our princigiebt obligations (excluding finance lease obligat) outstanding as of September 30, 2017:

Debt Principal Amount Currency® Interest Rate
(U.S.$ in millions, Rs. in million:
Convenienci
translation into
U.S.¢
UsSD LIBOR + (30) to 0 bp:
: : : \ . INR T-Bill + 30 bps
Packing credit borrowings (sh-term) U.S 9 34¢ Rs 22,82 INR 6.00%
RUB 9.50%
uUsD LIBOR + 75 to 85 bps
Other shor-term borrowing 88 5,757 RUB 9.43%
UAH 11.70% to 14.00¢
. - usbD LIBOR + 45 to 82.7 bp
Long-term borrowing 372 24,32« EUR 0.81%

(M “INR” means Indian rupees, “RUB” means Russiarbtes, and “UAH” means Ukrainian hryvnia.

53




ITEM 4. OTHER MATTERS
Civil Investigative Demand from the Office of theoAey General, State of Texas

On or about November 10, 2014, Dr. Reddy’s LabeiegoInc., one of our subsidiaries in the U.Scereed a Civil Investigative Demand (“CIDfjom
the Office of the Attorney General, State of Tefthe “Texas AG”")requesting certain information, documents and degarding sales and price reportin
the U.S. marketplace of certain products for theopleof time between January 1, 1995 and the datieeoCID. We have responded to all of the TexassAG
requests to date, and we understand that the igatish is continuing.

Subpeona duces tecum from the Office of the AydBemeral, California

On November 3, 2014, Dr. Reddylaboratories, Inc. received a subpoena ducestéacappear before the Office of the Attorney Gahetalifornie
(the “California AG”)and produce records and documents relating torihig of certain products. A set of five interragaes related to pricing practic
was served as well. On July 18, 2016, the CalitoA® sent a letter to inform Dr. Reddylaboratories, Inc. that, in light of the inforioat provided to thi
date, no further information would be requesteprasent in response to this subpoena.

Subpoenas from the Division of the U.S. Departrogdtistice (“DOJ”) and the office of the Attorneye@eral for the State of Connecticut

On July 6, 2016 and August 7, 2016, one of our igidrtes received subpoenas from the DOJ and tfieeodf the Attorney General for the State
Connecticut, respectively, seeking information tietato the marketing, pricing and sale of certafrour generic products and any communications
competitors about such products. We have been catipg and intend to fully cooperate, with thasguiries.

Agreement with Amg

During the three months ended September 30, 20&6ntered into an agreement with Amgen Inc. (“Anfigéhat effectively expands the strate
collaboration we entered with Amgen in August 2013nder the terms of the new agreement, we will mentialize the oncology and osteopor
medicines XGEVA® (denosumab), Vectibix® (panitumushand Prolia® (denosumab) in India.

State Attorneys General Civil Actions in the Uniftdtes

On December 18, 2016, the Attorneys General fosta®es filed claims in the United States Districtu@ for the District of Connecticut agains
number of pharmaceutical companies alleging coasigs to fix prices and to allocate bids and custsnfrom 2013 through at least 2016, with respa
two generic drugs for which our Company and our. dubsidiaries were not named as defendants.

In April 2017, a total of 45 states, plus the Dddtof Columbia and the Commonwealth of Puerto Rjomed as plaintiffs in this case (th8tate AC
Action”). In August 2017, the State AG Action waartsferred and consolidated with the private piiiickass actions pending in the muttistrict litigatior
(MDL-2724) in the United States District Court for thestern District of Pennsylvania. On October 31,72@lie Attorneys General for the 45 States,
the District of Columbia and the Commonwealth oBRo Rico, filed an Amended Complaint in the Sta@ Action in MDL-2724 which has added ¢
U.S. subsidiary as a defendant. The State AG Adiiteges that our subsidiary and other named daféedengaged in a conspiracy to fix prices ai
allocate bids and customers in the sale of germaliedronic acid and meprobamate in the United Stated alleges an ovarehing conspiracy with tl
defendants on the other 13 drugs named in the 8@témended Complaint. The State AG Amended Complalleges violations of Section 1 of
Sherman Act, 15 U.S.C. &1, and the consumer arntfumttlaws of 45 states, the District of Columliad the Commonwealth of Puerto Rico, see
injunctive relief, recovery of treble damages, atéy's fees and other costs. We deny any wrongdwidgntend to vigorously defend against thesendai
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ITEM 5. EXHIBITS

Exhibit Numbe Description of Exhibit

99.1 Report of Independent Registered Public Accounfing
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SIGNATURES

Pursuant to the requirements of the Securities &xgh Act of 1934, the registrant has duly causedréport to be signed on its behalf by the undessi
thereunto duly authorized.

DR. REDDY'S LABORATORIES LIMITELC
(Registrant’

Date: November 8, 20 By:  /s/ Sandeep Podd:
Name: Sandeep Podd:
Title: Company Secretal
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Exhibit 99.1
Report of Independent Registered Public Accounting Firm

The Board of Directors and Shareholders
Dr. Reddy’s Laboratories Limited:

We have reviewed the condensed consolidated intetatements of financial position of Dr. Reddy’sbbeatories Limited and its subsidiariesh¢
Company”)as of September 30, 2017, and the related condexselidated interim income statements, the sttésnof comprehensive income for
three and six months periods ended September 30, 20d 2016,the statements of changes in equitycasld flows for the six months periods er
September 30, 2017 and 2016 and the summary offisggit accounting policies and other explanatoptes. These condensed consolidated in
financial statements are the responsibility of@menpany’s management.

We conducted our reviews in accordance with thadstals of the Public Company Accounting Oversightifd (United States). A review of intel
financial information consists principally of applg analytical procedures and making inquiries @fspns responsible for financial and accountingers
It is substantially less in scope than an auditoated in accordance with the standards of thei®@ampany Accounting Oversight Board (United Sty
the objective of which is the expression of an apimegarding the financial statements taken akaeav Accordingly, we do not express such an opinio

Based on our reviews, we are not aware of any mataodifications that should be made to the cosddrconsolidated interim financial statements ret
to above for them to be in conformity with Intelioatal Financial Reporting Standards as issued t@rational Accounting Standards Board.

We have previously audited, in accordance withdaeats of the Public Company Accounting OversighafBaUnited States), the consolidated stateme
financial position of the Company as of March 31120and the related consolidated income statemstattements of comprehensive income, chanc
equity and cash flows for the year then ended;iar@lr report dated June 19, 2017, we expressathqualified opinion on those consolidated finar
statements. In our opinion, the information settfan the accompanying condensed consolidatednséates of financial position as of March 31, 201
fairly stated, in all material respects, in relatio the consolidated statements of financial posirom which it has been derived.

KPMG

Hyderabad, India

November 8, 201
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