Qe Dr. Reddy's Laboratories Ltd.
Dr. Reddy’s ... 8-2-337, Road No. 3, Banjara Hills,
. Hyderabad - 500 034, Telangana,
India.
CIN : L85195TG1984PLC004507

Tel :49140 4900 2900
Fax :+9140 4900 2999
Email :mail@drreddys.com
www.drreddys.com

December 2, 2019

The General Manager, The Manager,

Corporate Relations Department, The Listing Department,

BSE Limited, National Stock Exchange of India Limited,
P.J. Towers, Exchange Plaza,

Dalal Street, Mumbai — 400001 C-1, Block G, Bandra Kurla Complex,

Scrip Code: 500124 Bandra East, Mumbai — 400051

Symbol: DRREDDY - EQ

Dear Sir / Madam,

Subject: Notice published in newspapers with regard to the Meeting of the Equity Shareholders of
Dr. Reddy’s Laboratories Limited to be convened pursuant to the directions of the Hon'ble National
Company Law Tribunal, Hyderabad Bench at Hyderabad (‘Tribunal’)

In accordance with SEBI (Listing Obligations & Disclosure Requirements), Regulations, 2015, please find
enclosed herewith the copies of the advertisement of Notice of the Meeting of the Equity Shareholders of
Dr. Reddy’s Laboratories Limited to be convened pursuant to the directions of the Hon’ble Tribunal,
published in newspapers viz. Business Standard in the English language and Andhra Prabha in the Telugu
language on December 2, 2019.

The copy of the said Notice is also available on the website of the Company at
hitps://www.drreddys.com/investors/investor-services/amalgamation/.

This is for your information and records.
Thanking You,

Yours faithfully
For Dr. Reddy’s Laboratories Limited

Sanc Po

Com Secretary

Encl; as above



Notice for NCLT convened BEFORE THE NATIONAL COMPANY LAW TRIBUNAL
Equity Shareholders meeting HYDERABAD BENCH, AT HYDERABAD
Business Standard COMPANY SCHEME APPLICATION NO. C.A(CAA) No.231/230/HDB/2019
02.12.2019 IN THE MATTER OF THE COMPANIES ACT, 2013
AND

IN THE MATTER OF THE SECTIONS 230-232 READ WITH SECTION 66 AND ALL OTHER APPLICABLE PROVISIONS OF THE
COMPANIES ACT, 2013
AND
IN THE MATTER OF SCHEME OF AMALGAMATION AND ARRANGEMENT
AMONG
MW'S. DR. REDDY'S HOLDINGS LIMITED

(THE ‘AMALGAMATING COMPANY")

AND
M'S. DR. REDDY'S LABORATORIES LIMITED
(THE ‘AMALGAMATED COMPANY")

AND
THEIR RESPECTIVE SHAREHOLDERS
DA. AEDDY'S LABORATORIES LIMITED
(CIN: L85195TG1984PLCO04507),
Company Incorporaied under the Companies Act, 1955
n..!’.?‘".l mglsnnamma-z-m.p;:: No. 3, Banjara Hills, Hyderabad - 500034 _.ApplicanvAmalgamaed Company

NOTICE OF THE MEETING OF THE EQUITY SHAREHOLDERS OF DR. REDDY'S LABORATORIES LIMITED TO BE CONVENED PURSUANT TO THE
DIRECTIONS OF THE HON'ELE NATIONAL COMPANY LAW TRIBUNAL, HYDERABAD

Notice Is herety given that by an Order daled November 22, 2019 (the ‘Order), the Hon'ble National Compeany Law Tribunal, Hyoderabad Bench at Hyderabad
(‘Tribunal’), has direciad convening a Meeting of the Equity Shareholoears of Dr. Ready's Laboratories Limited to be held for the purpose of considering, and If thought
it approving, with or without modification|s), the Proposed Scheme of Amalgamation and Arrangement between Dr. Reddy's Hokiings Limiled [Amalgamating
conunn and Dr. Ready's Laboralorie s Limited (Amaigamaled Company?"Company’) and the ir respaciive shareholders ('Scheme ) under sactions 230 1o 232 read
Saction 66 of e Companies Act, 2013 ('Act’) and the rues framed theraundar.
Inwwmoﬂmsﬂuormramumc!dlmnn a Meeating of the Equity Sharehoioers of Company will be haid at The Ballroom, Hotel Park Hyalt Road No.
2, Banjara Hills, Hyoderabad - 500034, Telangana, Indla onThursaay, the 2nd day of January, 2020 at 11.00 AM.(IST) ("Maeting’) at which time and place the Equity
Sharehokters are requestad to atiend.
A copy of the Notice of the Meeting contalning the Explanatory Statement under section 230232 read with Saction 102 of the Act and rules thamunder, Proxy Form,
Attandance Ships, Postal Ballot Form and all other annexumes Including the Scheme can be obialned frae of charge at the rgisierad office of the Company at 8-2-337,
Aoad No. 3, Banjara Hills, Hyderabad - 500034, Telangana, Indla or can be downloaded from the website of the Company (hitps:/www.dmeddys.comvinvestors/
Invesior-service s/amalgamation/).
Equity Shamnoiders entitied 1o attend and vole at the said Meeting, may vole In person or by proxy, provided that the peescribed form of proxy, duly signed Is
daposiiad &t the regisiered oMice of the Company &t 8-2-337, Road No. 3, Banjara Hills, Hyoarabad — 500034, Telangana, Indla not laler than 48 hours before the
time fixed for thesald Meeting.
TmammmdmmmnmolanwycorpomeormInsﬂmnonallmsm(ﬂnuFonuanWblmm(FPnmmammdmmmnmﬂ
of the Company may attend and vole at the meeting, provided a certified Fue copy of the resolution of the Board of Direclors or other governing body of such Body
Corporaie / Fil/ FP| authorizing such a reprasentative 1o attend and vote at the meeting 1s de posiiad &t the mglsterad office of the Company not 13T than 48 hours
betore the time fixad for the sald Meeting.
The Hon'bie Tribunal has appoinied Mr. Amir All M. Bavani, Aovocate as Chalrparson of the Meeting Including for any adjournment or adjournments thereol. The sald
Scheme, If approved by the Equity Shamholders, shall be subject to the subsequent approval of the Hon'bie Tribunal.
The Notice of the Meating has baen sent 1o the Equity Sharenoiders whose nameas appear on the Ragisier of Membe rs/List of Baneficial Owners as racaived from the
National Securities Depository Limiied (NSDL) and Central Deposliory Sewvices (Indla) Limiled (CDSL) as on Friday, November 15, 2019 (‘cut-off date’).
The Company has compieled the dispatch of e Notice of the Meeting along with the Explanatory Statement under Section 230- 232 read with Saction 102 of the Act
and rules thareunder through emall to Equity Shareholders who have registamd thair emall IDs, for recalpt of documants In @lactronic form, with thalr De pository
Participants or the Compeny on or befora Dacember 1, 2018. Furthar, for members whose amall IDs are not registarad, physical coples of h2 Notice of the Meating
along with Postal Ballot Form have bean sant by permitied mode along with postage prepald sell-acdressad Business Reply Envelope on November 30, 2019,
In compliance with the provisions of- (1) Saction 230 read with Sections 108 and 110 of the CompaniesAct, 2013; () Rue 6(3)xI) of the Companies (Compromises,
Arrangements and Amaigamations) Rules, 2016; (Iil) Aue 22 read with Rule 20 and other applicable provisions of the Companies (Manage mant and Administration)
Aules, 2014; (v) Ragulation 44 and other applicabie provisions of the Sacurities and Exchanga Board of India (Listing Coligations and Disciosure Requirements)
Regulations, 2015; and (v) Circular No. CFDVDILYCIR'2017/21 dated March 10, 2017 Including its amendments Issuad by the Securiies and Exchange Board of
India (mfemed % as ‘SEBI Circular’), the Appiicant/Amalgamated Company has provided the tacliity of voting through (1) postal ballot or remote e-voting sysiem or
(Il) ballot’poling paper s arranged by the Applicant / Amaigamaied Company at the venue of the meeting 50 as 10 enabie the Equity Sham holders, to conskier and
approve the resolution prepased In the Notice of the Meeting.
Only those Equlty Sharaholders whose name are appearing In tha Registar of Members or In the Ragister of Banaficial Owners maintainad ty NSDL and CDSL as
on the cut-off dase shall be entitied to avall the facllity of remode e-voting as well as postal ballot and voting at the said Maeting In proportion 1o their share In the paid
up equity share capital of the Comparny as on the cut-off daie.
The Equity Shareholders can opt for only one mode of voting 1.2 elther through (1) postal ballot or emole e-voting system or (If) ballol'polling paper &s amanged by
the ApplicantAmalgamaled Company at tha venue of the Meating. In case members cast thek volas by mare than one maans of voting, than voting will be counied
In the following saquance of priority, namely, (1) Remote e-voling (W) Postal Ballot or (IF) Balo¥Polling Paper &t the venue of the Meeting, as may be applicable.

It Is ciarfied that casting of volas ty postal ballot or remode e-voting does not disentitie an Equlty Sharehokter as on tha cut-off daie, from atianding the Maating.
Further, en Equity Shareholger cannot exarcise his/her vole by proxy on postal baliot or remote e-voting.

The Applicant/Amalgamated Company has engaged the services of Natlonal Sacuriies Deposiiory Limitad (NSDL) for faciiating emole e-voting for the said
meating. The vating through physical Postal Ballot Formyremole e-voting period commencas on Tuasday, Dacamber 3, 2019 (3:00 AM IST) and ends on Wednasday,
January 1, 2020 (500 PM IST). During this period, Equity Sharehokders of the Company holding equity shares alther In prysical form o In demaierialized form, as
on the cut-off dale may cast ther vote elther through postal baliot or remote e-voting. The remale e-voting mocule shall be disabled by NSDL for voting afer
Wednasday, January 1, 2020 (5:00 PM IST). Once he vote on & resolution Is cast by an Equity Shamhoider, he or she will not be aliowed to change i subsequenty.
Tne Instructions for mmole e-voling are given under the saction Voting by alectronic means (remale e-voting)’ In the notice of the meeting.
Equity Shamnoiders who have recaved Notice of the Meating by emall and who wish to vole through prysical Postal Baliot Form and In case an Equity Shamnolder
Is desirous of cbiaining a dupiicate Postal Ballot Form, or & physical copy of Notica of the Meeting, he or she may sand an emall 10 shares@dmeaddys.com. The
Reglstrar and Transfer AgenyCompany shall forward the duplicate Postal Baliot Form along with postage prepald self-addressed Business Reply Envelope andior
physical copy of the notice of the maeting to e Equity Shareholdears.
Eqully Snamhoiders desiring 1o exercise thelr vole ty physical Postal Ballot Form are raquasted to carefully read the Instructions printad In the Notica of the Meating
and Postal Ballot Form and return the Postal Baliot Form duly compieled and signed, in the postage pepald self-addressed Business Aeply Envelopa 1o the
Scrutinizer, so that It maches the Scrutinizer not Izter than Wadnasday, January 1, 2020 (5:00 PM IST). The postage will be bome by he Company. However,
envelopes containing Postal Baliot Form, If sant by courler or registiarad/spaed post, at the expense of the Equity Snamnhoiders will 2is0 ba accapted. If any Postal
Ballot Form Is recalved afier January 1, 2020 (5:00 PM IST), It will be consigerad as Invalld and as if no reply has baen recaived from the sald Equity Shareholders.
As direcied by the Hon'bie Tribunal, Ms. Ranjanl Ramesh, Advocaie, has been appoinied as the Scrutinizer for the sald meeting of the Equity Sharehoklers for
conducting the voting through (1) postal ballot of ramale e-voting sysiem or (If) baliotpolling paper &s arranged by the ApplicantAmalgamated Company at the venue
of the maating In a falr and transparant manner. The Scrutinizar will submit her report 1o the Chalrparson afier the complation of scrutiny, and the result of the vating
shall be dispiayed at the registared office of the Compeny at 8-2-337, Road No.3, Banjara Hills, Hyderabad-500034, Talangana, Indla. The rasuit would ba Intimeted
10 the NSDL and Stock Exchangas where the Company's sacurities are listed,and displayed on the Company's wabsiia hitps:www.drmeddys.com/investorsiny astos-
sarvices'amalgamationy along with the Scrutinizer's raport within 48 howrs from the conclusion of the meating.
Any queries In miation 1o tha vating may be addressed to Mr. Sandeep Poddar, Comparny Secmtary of the Applicant Amalgamaled Company at 8-2-337, Road No.
3, Banjara Hiks, Hyoerabad — 500034, Telangana, Indla or Mrough emall &t shares@dmaddy's.com of can aiso be contacied at 040-4900 2900.
In case of quares partaining to ramote e-voling procedure, membars may rafer tha Frquantly Askad Cuastions (FAQS) for shamholders and e-voting user manual
for shamhoiders avallable at the ‘Downioads’ section of www.avoling.nsdl.com or may contact Ms. Pallavi Mhats, Managar, National Securities Deposiiory Limitad,
Trade World, ‘A" Wing, 4th Flcor, Kamala Mills Compound, Senapall Sapat Marg, Lower Parel, Mumbal-400013 at the designatad emall Ks: evoling@nsdl.co.in o
pallavid@nsdl.co.in or at ielephone nos. 022 24994545 or 1oll free no: 1800-222-590 who will also adamss the grievances connecied with the remote e-voling.
Thils notica Is also evallable on tha wabslie of the Comparny, www.dImeddys.com and on the wabsite of the Stock Exchanges, www.bselndla.com and www.nseindla.com
Sd-
Dated this 1st day of Dacember, 2018 Amir All M. Bavanl
Hyoerabad Chalrpe rson appolinted for the meeting
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Dr.Reddy’s “:‘.

DR. REDDY’S LABORATORIES LIMITED

CIN: L85195TG1984PLC004507

Registered Office: 8-2-337, Road No. 3, Banjara Hills, Hyderabad - 500034,
Tel : +91 40 4900 2900 ¢ E-mail: shares@drreddys.com * Website: www.drreddys.com

MEETING OF THE EQUITY SHAREHOLDERS/MEMBERS OF
DR. REDDY'S LABORATORIES LIMITED (“Company”)

(convened pursuant to an Order dated 22nd day of November, 2019 passed by

the Hon’ble National Company Law Tribunal, Hyderabad Bench at Hyderabad)

MEETING:
Day Thursday
Date January 2, 2020
Time 11.00 a.m.
Venue The Ballroom, Hotel Park Hyatt, Road No. 2, Banjara Hills, Hyderabad - 500034,

Telangana, India

POSTAL BALLOT AND E-VOTING:

Commencement of voting

Tuesday, December 3, 2019 at 9.00 a.m.

End of voting

Wednesday, January 1, 2020 at 5.00 p.m.
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BEFORE THE HON'BLE NATIONAL COMPANY LAW TRIBUNAL
HYDERABAD BENCH AT HYDERABAD
COMPANY SCHEME APPLICATION NO. CA (CAA) No. 231/230/HDB/2019
IN THE MATTER OF THE COMPANIES ACT, 2013;

AND

IN THE MATTER OF THE SECTIONS 230-232 READ WITH SECTION 66 AND ALL OTHER APPLICABLE
PROVISIONS OF THE COMPANIES ACT, 2013

AND

IN THE MATTER OF SCHEME OF AMALGAMATION AND ARRANGEMENT
AMONG

M/S. DR. REDDY’S HOLDINGS LIMITED
(THE ‘AMALGAMATING COMPANY”)

AND

M/S. DR. REDDY’S LABORATORIES LIMITED
(THE ‘AMALGAMATED COMPANY")

AND

THEIR RESPECTIVE SHAREHOLDERS

Dr. Reddy’s Laboratories Limited
CIN: L85195TG1984PLC004507
Company incorporated under the Companies
Act, 1956, having its registered office at
8-2-337, Road No. 3, Banjara Hills, Hyderabad - 500034
..... Applicant/Amalgamated Company
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NOTICE CONVENING THE MEETING OF THE EQUITY SHAREHOLDERS/MEMBERS
OF DR. REDDY’S LABORATORIES LIMITED

To,

All the Equity Shareholders/ Members of

Dr. Reddy’s Laboratories Limited

(The ‘Applicant/Amalgamated Company’/‘Company’)

Notice is hereby given that by an Order dated 22nd day of November, 2019 (the ‘Order’), the Hon’ble National
Company Law Tribunal, Hyderabad Bench at Hyderabad (‘NCLT’ or ‘Tribunal’) has directed a meeting to be held
of the Equity Shareholders of the Applicant/Amalgamated Company for the purpose of considering, and if thought
fit, approving, with or without modification(s), the Scheme of Amalgamation and Arrangement between Dr. Reddy’s
Holdings Limited (‘DRHL’ or the ‘Amalgamating Company’) and Dr. Reddy’s Laboratories Limited (‘DRL’ or the
‘Amalgamated Company’) and their respective shareholders (‘Scheme’).

In pursuance of the said Order and as directed therein, further notice is hereby given that a meeting of the Equity
Shareholders of the Applicant/Amalgamated Company will be held at The Ballroom, Hotel Park Hyatt, Road No. 2,
Banjara Hills, Hyderabad - 500034, Telangana, India, on Thursday, January 2, 2020 at 11.00 a.m. at which time and
place you are requested to attend, consider and, if thought fit, to approve with or without modification(s), the following
Resolution:

“RESOLVED THAT pursuant to the provisions of Sections 230-232 read with Section 66 of the Companies Act,
2013, read with the Companies (Compromises, Arrangements and Amalgamations) Rules, 2016 and other applicable
rules and regulations made thereunder, applicable provisions of the Securities and Exchange Board of India (‘SEBI’)
Act, 1992 read with the SEBI (Listing Obligations and Disclosure Requirements) Regulations, 2015 (‘SEBI Listing
Regulations’), applicable provisions of the Foreign Exchange Management Act, 1999 read with relevant rules and
regulations thereon, and other applicable provisions, if any, enabling provisions of the Memorandum and Articles
of Association of the Company, subject to requisite approval of jurisdictional National Company Law Tribunal
(‘NCLT'/*Tribunal’), and other regulatory or government bodies/tribunals or institutions as may be applicable, and
subject to such conditions and modifications as may be prescribed or imposed by the Tribunal or by any regulatory or
other authorities, while granting such consents, approvals and permissions, which may be agreed to by the Board of
Directors (‘Board’) of the Company, and subject to the approval of the Unsecured Creditors, the arrangement embodied
in the Scheme of Amalgamation and Arrangement between Dr. Reddy’s Holdings Limited (the ‘Amalgamating
Company’) and Dr. Reddy’s Laboratories Limited (the ‘Amalgamated Company’) and their respective shareholders
(‘Scheme’) placed before this meeting and initialled by the Chairperson of the meeting for the purpose of identification,
be and is hereby approved by the Equity Shareholders of the Company.

RESOLVED FURTHER THAT the Board or any other person authorized by the Board be and is hereby authorized to
do all such acts, deeds, matters and things, as it may, in its absolute discretion deem requisite, desirable, appropriate
or necessary to give effect to this resolution and effectively implement the arrangement embodied in the Scheme
and to accept such modifications, amendments, limitations and/or conditions, if any, which may be required and/or
imposed by the NCLT and/or other authorities while sanctioning the arrangement embodied in the Scheme or by any
authorities under law, or as may be required for the purpose of resolving any questions or doubts or difficulties that
may arise including passing of such accounting entries and/or making such adjustments in the books of accounts as
considered necessary in giving effect to the Scheme, as the Board may deem fit and proper.”

TAKE FURTHER NOTICE THAT you may attend and vote at the said meeting in person or by proxy provided that
the prescribed form of proxy, duly signed by you, is deposited at the registered office of the Applicant/Amalgamated
Company at 8-2-337, Road No. 3, Banjara Hills, Hyderabad - 500034, Telangana, India, not later than 48 (forty eight)
hours before the time fixed for the aforesaid meeting. The form of proxy, if required, can be obtained free of charge
from the registered office of the Applicant/Amalgamated Company or can be downloaded from the website of the
Applicant/Amalgamated Company.

TAKE FURTHER NOTICE THAT that in compliance with the provisions of: (i) Section 230 read with Sections 108 and
110 of the Companies Act, 2013; (ii) Rule 6(3)(xi) of the Companies (Compromises, Arrangements and Amalgamations)
Rules, 2016; (iii) Rule 22 read with Rule 20 and other applicable provisions of the Companies (Management and
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Administration) Rules, 2014; (iv) Regulation 44 and other applicable provisions of the SEBI Listing Regulations and
(v) Circular No. CFD/DIL3/CIR/2017/21 dated March 10, 2017 including its amendments issued by the SEBI (referred
to as ‘SEBI Circular’), the Applicant/Amalgamated Company has provided the facility of voting by postal ballot and
remote e-voting so as to enable the Equity Shareholders, to consider and approve the Scheme through the aforesaid
resolution. Accordingly, voting by Equity Shareholders of the Applicant/Amalgamated Company to the Scheme shall be
carried out through (i) postal ballot or remote e-voting system or (ii) ballot/polling paper as arranged by the Applicant/
Amalgamated Company at the venue of the meeting to be held on January 2, 2020. The Equity Shareholders may
refer to the notes of this Notice for further details on postal ballot and remote e-voting.

Copies of the Scheme and of the Explanatory Statement, under Sections 230(3), 232(1), 232(2) and 102 of the
Companies Act, 2013 read with Rule 6 of the Companies (Compromises, Arrangements and Amalgamations) Rules,
2016, along with the enclosures as indicated in the Index, can be obtained free of charge at the registered office of
the Applicant/Amalgamated Company at 8-2-337, Road No. 3, Banjara Hills, Hyderabad - 500034, Telangana, India.

The Hon’ble Tribunal has appointed Mr. Amir Ali M. Bavani, Advocate, to be the Chairperson of the said meeting
including for any adjournment or adjournments thereof.

The Scheme, if approved in the aforesaid meeting, will be subject to the subsequent approval by the Hon’ble National
Company Law Tribunal, Hyderabad Bench at Hyderabad.

Sd/-
Amir Ali M. Bavani
Chairperson appointed for the meeting

Dated this 26th day of November, 2019
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Notes:

10.

1.

12.

Notice

The statement pursuant to Sections 230(3), 232(1), 232(2) and 102, any other applicable provisions of the Act,
the rules made thereunder, SEBI Listing Regulations stating all material facts and the reasons thereof for the
proposed resolution, forming part of this Notice, is annexed herewith.

AMEMBER/EQUITY SHAREHOLDER ENTITLED TO ATTEND AND VOTE AT THE MEETING IS ENTITLED
TO APPOINT A PROXY/PROXIES TO ATTEND AND VOTE INSTEAD OF HIMSELF/HERSELF AND SUCH
PROXY/PROXIES NEED NOT BE A MEMBER OF THE COMPANY. THE FORM OF PROXY, IN ORDER TO
BE EFFECTIVE, MUST BE DEPOSITED AT THE REGISTERED OFFICE THE COMPANY NOT LESS THAN
48 HOURS BEFORE THE COMMENCEMENT OF THE MEETING.

Form of Proxy is annexed to this Notice and can also be obtained from the registered office or downloaded
from the website of the Company.

All alterations made in the Form of Proxy should be initialled.

As per Section 105 of the Companies Act, 2013 and rules made thereunder, a person can act as proxy on
behalf of the Equity Shareholders not exceeding 50 and holding in aggregate not more than 10% of the total
share capital of the Company carrying voting rights. Further, an Equity Shareholder holding more than 10% of
the total share capital of the Company carrying voting rights may appoint a single person as a proxy and such
person shall not act as proxy for any other person or shareholder.

The Notice is being sent to the Equity Shareholders whose names appear on the Register of Members/List of
Beneficial Owners as received from the National Securities Depository Limited (NSDL) and Central Depository
Services (India) Limited (CDSL) as on Friday, November 15, 2019 (“cut-off date”). The Notice is being sent by
email to Equity Shareholders who have registered their email IDs, for receipt of documents in electronic form,
with their Depository Participants or the Company. For members whose email IDs are not registered, physical
copies of the Notice along with Postal Ballot Form are being sent by permitted mode along with postage
prepaid self-addressed Business Reply Envelope. The Notice is also available on the Company’s website

https://www.drreddys.com/investors/investor-services/amalgamation/.

Equity Shareholders whose names appear on the Register of Members/List of Beneficial Owners as on cut-off
date will be considered for the purpose of voting (including remote e-voting) in proportion to their share of the
paid up equity share capital of the Company as on the cut-off date.

The authorised representative of a Body Corporate or Foreign Institutional Investor (“FII") or Foreign Portfolio
Investor (“FPI"), which is a registered Equity Shareholder of the Company may attend and vote at the meeting,
provided a certified true copy of the resolution of the Board of Directors or other governing body of such Body
Corporate/FII/FPI authorizing such a representative to attend and vote at the meeting is deposited at the
registered office of the Company not later than 48 hours before the scheduled time of the commencement of
the meeting.

In case of joint holders attending the meeting, joint holder whose name stands first in the Register of Members,
and in his/her absence, by the next named member of the Company in respect of such joint holding will be
entitled to vote.

The Equity Shareholders can opt for only one mode of voting i.e. either through (i) postal ballot or remote
e-voting system or (ii) ballot/polling paper as arranged by the Applicant/Amalgamated Company at the venue
of the meeting. In case members cast their votes by more than one means of voting, then voting will be counted
in the following sequence of priority, namely, (i) Remote e-voting (ii) Postal Ballot or (iii) Ballot/Polling Paper at
the venue of the meeting, as may be applicable.

Equity Shareholders are requested to hand over the enclosed Attendance Slip, duly filled and signed in
accordance with their specimen signature(s) registered with the Company/Depository Participant for admission
to the venue of the meeting. Equity Shareholders who hold shares in dematerialized form are requested to
bring their Client ID and DP ID numbers for identification at the meeting.

During the period beginning 24 (twenty four) hours before the time fixed for the commencement of the meeting
and ending with the conclusion of the meeting, an Equity Shareholder would be entitled to inspect the proxies
lodged at any time during the business hours of the Company, provided that not less than 3 (three) days of
notice in writing is given to the Company.
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13.

14.

15.

16.

17.

18.

19.

20.

21.

22.

Equity Shareholders who have received Notice by email and who wish to vote through physical Postal Ballot
Form and in case an Equity Shareholder is desirous of obtaining a duplicate Postal Ballot Form, he or she
may send an email to shares@drreddys.com. The Registrar and Transfer Agent/Company shall forward the
duplicate Postal Ballot Form along with postage prepaid self-addressed Business Reply Envelope to the Equity
Shareholders.

The Notice convening the aforesaid meeting will be published through advertisement in newspapers as directed
by the Hon'ble Tribunal.

In compliance with Sections 108 and 110 of the Act and the rules made thereunder, the Company has provided
the facility to the Equity Shareholders to exercise their votes electronically. The Applicant/Amalgamated
Company has engaged the services of National Securities Depository Limited (‘NSDL’) for facilitating remote
e-voting for the said meeting. The instructions for remote e-voting are given under the section ‘Voting by
electronic means (remote e-voting) below.

It is clarified that casting of votes by postal ballot or remote e-voting does not disentitle an Equity Shareholder
as on the cut-off date, from attending the meeting. Further, an Equity Shareholder cannot exercise his/her vote
by proxy on postal ballot or remote e-voting.

The voting through physical Postal Ballot Form/remote e-voting period commences on Tuesday, December
3, 2019 (9:00 AM IST) and ends on Wednesday, January 1, 2020 (5:00 PM IST). During this period, Equity
Shareholders (including public shareholders) of the Company holding equity shares either in physical form
or in dematerialized form, as on the cut-off date i.e. Friday, November 15, 2019 may cast their vote either
through postal ballot or remote e-voting. The remote e-voting module shall be disabled by NSDL for voting after
Wednesday, January 1, 2020 (5:00 PM IST). Once the vote on a resolution is cast by an Equity Shareholder,
he or she will not be allowed to change it subsequently.

Equity Shareholders desiring to exercise their vote by physical Postal Ballot Form are requested to carefully
read the instructions printed in the Notice and Postal Ballot Form and return the Form duly completed and
signed, in the enclosed postage prepaid self-addressed Business Reply Envelope to the Scrutinizer, so that
it reaches the Scrutinizer not later than January 1, 2020 (5:00 PM IST). The postage will be borne by the
Company. However, envelopes containing Postal Ballot Form, if sent by courier or registered/speed post, at the
expense of the Equity Shareholders will also be accepted. If any Postal Ballot Form is received after January
1, 2020 (5:00 PM IST), it will be considered as invalid and as if no reply has been received from the Equity
Shareholders.

As directed by the Hon'ble Tribunal, Ms. Ranjani Ramesh, Advocate, has been appointed as the Scrutinizer
for the said meeting of the Equity Shareholders for conducting the voting through (i) postal ballot or remote
e-voting system or (ii) ballot/polling paper as arranged by the Applicant/Amalgamated Company at the venue
of the meeting in a fair and transparent manner. The Scrutinizer will submit her report to the Chairperson
after the completion of scrutiny, and the result of the voting shall be displayed at the registered office of the
Company at 8-2-337, Road No.3, Banjara Hills, Hyderabad-500034, Telangana, India. The result would be
intimated to the NSDL and Stock Exchanges where the Company’s securities are listed, and displayed on

the Company’s website https://www.drreddys.com/investors/investor-services/amalgamation/ along with the
Scrutinizer’s report within 48 hours from the conclusion of the meeting.

The material documents, referred to in the Explanatory Statement will be available for inspection at the
registered office of the Company during working hours on all working days from the date of dispatch of the
Notice up to the date of the meeting.

Any queries/grievances in relation to the voting may be addressed to Mr. Sandeep Poddar, Company
Secretary of the Applicant/Amalgamated Company at 8-2-337, Road No. 3, Banjara Hills, Hyderabad - 500034,
Telangana, India or through email at shares@drreddys.com or can also be contacted at 040-4900 2900.

In case of queries pertaining to remote e-voting procedure, members may refer the Frequently Asked Questions
(FAQs) for shareholders and evoting user manual for shareholders available at the ‘Downloads’ section of www.
evoting.nsdl.com or may contact Ms. Pallavi Mhatre, Manager, National Securities Depository Limited, Trade
World, ‘A’ Wing, 4th Floor, Kamala Mills Compound, Senapati Bapat Marg, Lower Parel, Mumbai-400013 at
the designated email ids: evoting@nsdl.co.in or pallavid@nsdl.co.in or at telephone nos. 022 24994545 or toll
free no: 1800-222-990 who will also address the grievances connected with the remote e-voting.
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Voting by electronic means (remote e-voting):

In compliance with Regulation 44 of the SEBI Listing Regulations, Sections 108, 110 and other applicable provisions
of the Companies Act, 2013 read with the related rules, the Company is pleased to provide remote e-voting facility to
its members, to enable them to cast their votes electronically instead of dispatching the physical Postal Ballot Form
by post. The Company has engaged the services of NSDL for the purpose of providing remote e-voting facility to its
members.

Procedure to vote electronically using NSDL remote e-voting system
The way to vote electronically on NSDL remote e-voting system consists of “Two Steps” which are mentioned below:

Step 1 : Log-in to NSDL e-voting system at https://www.evoting.nsdl.com

Step 2: Cast your vote electronically on NSDL e-voting system.
Step 1: How to Log-in to NSDL e-voting website?

1. Visit the e-voting website of NSDL. Open web browser by typing the following URL: https://www.evoting.nsdl.
com either on a Personal Computer or on a mobile.

2. Once the home page of e-voting system is launched, click on the icon “Log-in” which is available under
“Shareholders” section.

3. A new screen will open. You will have to enter your user ID, your password and a verification code as shown
on the screen. Alternatively, if you are registered for NSDL eservices i.e. IDEAS, you can log-in at https://
eservices.nsdl.com with your existing IDEAS log-in. Once you log-in to NSDL eservices after using your log-in
credentials, click on e-voting and you can proceed to Step 2 i.e. Cast your vote electronically.

4. Your User ID details are given below:

Manner of holding shares i.e. Demat

(NSDL or CDSL) or Physical Your User IDis

a) For Members who hold shares in demat account | 8 character DP ID followed by 8 Digit Client ID.
with NSDL. For example: if your DP ID is IN300*** and Client
ID is 12****** then your User ID is IN30Q***12******

b) For Members who hold shares in demat account | 16 digit Beneficiary ID
with CDSL. Forexample: if your Beneficiary ID ig 12*******xxsixs
then your User D jg q2%**#***xxixx

c) For Members holding shares in Physical Form. EVEN Number followed by Folio Number registered
with the Company.

For example: if Folio Number is AO1*** and EVEN
is 123456 then User ID is 123456A01***

5. Instructions for retrieving password:
a. If you are already registered for e-voting, then you can use your existing password to log-in and cast
your vote.
b. If you are using NSDL e-voting system for the first time, you will need your “initial password”. Details of

“initial password” are given in Point ¢ (i) and (ii) below. Once you have your “initial password”, you need
to enter the “initial password” on the log-in page and the system will force you to change your password.

C. Initial password:

i. If your email ID is registered in your demat account or with the Company, your “initial password”
must have been communicated to you on your email ID. Trace the email sent to you by NSDL
in your mailbox. Open the email and the attachment which is a .pdf file. Open the .pdf file.
The password to open the .pdf file is your 8 digit Client ID for NSDL account, last 8 digits of
Beneficiary ID for CDSL account or Folio Number for shares held in physical form. The .pdf file
contains your “User ID” and your “initial password”.
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7.
8.
9.

ii. If your email ID is not registered, your “initial password” is provided at the bottom of the physical
Postal Ballot Form.

If you are unable to retrieve or have not received the “Initial password” or have forgotten your password:

a. If you are holding shares in your demat account with NSDL or CDSL, click on “Forgot User Details/
Password” option available on www.evoting.nsdl.com.

b. If you are holding shares in physical mode, click on “Physical User Reset Password” option available
on www.evoting.nsdl.com.

C. If you are still unable to get the password by aforesaid two options, you can send a request at evoting@
nsdl.co.in mentioning your demat account number/folio number, PAN, name and registered address.

d. You can also use the one time password (OTP) based login for casting the votes on the NSDL e-voting
system.

After entering your password, click on “Agree to Terms and Conditions” by selecting on the check box.
Now you will have to click on “Log-in” button.

After you click on the “Log-in” button, home page of e-voting will open.

Step 2: How to cast your vote electronically on NSDL e-voting system?

1.

7.
8.

After successful login at Step 1, you will be able to see the Home page of e-voting. Click on e-voting. Then,
click on Active Voting Cycles.

After clicking on Active Voting Cycles, you will be able to see all the companies’ E-Voting Event Number
(“EVEN?”) in which you are holding shares and whose voting cycle is in active status.

Select “EVEN” of “Dr.Reddy’s Laboratories Limited”. The Cast Vote page will open.
Now you are ready for e-voting as the voting page opens.

Cast your vote by selecting your favoured option i.e. assent/dissent, verify/modify the number of shares for
which you wish to cast your vote and click on “Submit” and also “Confirm” when prompted.

Upon confirmation, the message “Vote cast successfully” will be displayed.
You can also take the printout of the votes cast by you by clicking on the print option on the confirmation page.

Once you confirm your vote on the resolution, you will not be allowed to modify your vote.

General Guidelines for members

1.

10

Institutional shareholders (i.e. other than individuals, HUF, NRI etc.) are required to send scanned certified true
copy (PDF/JPG format) of the relevant Board Resolution/Authority letter etc. with attested specimen signature
of the duly authorized signatory(ies) who are authorized to vote at the meeting, to the Scrutinizer by e-mail to
scrutinizerdrishareholders@gmail.com with a copy marked to evoting@nsdl.co.in.

It is strongly recommended not to share your password with any other person and take utmost care to keep
your password confidential. Log-in to the e-voting website will be disabled upon five unsuccessful attempts to
key in the correct password. In such an event, you will need to go through the “Forgot User Details/Password”
or “Physical User Reset Password” option available on www.evoting.nsdl.com to reset the password.

In case of any queries, you may refer the Frequently Asked Questions (FAQs) for shareholders and e-voting
user manual for shareholders available at the “downloads” section of www.evoting.nsdl.com or call on toll free
no.: 1800-222-990 or send a request at evoting@nsdl.co.in.

DR. REDDY’S LABORATORIES LIMITED



BEFORE THE HON'BLE NATIONAL COMPANY LAW TRIBUNAL
HYDERABAD BENCH AT HYDERABAD
COMPANY SCHEME APPLICATION NO. CA (CAA) No. 231/230/HDB/2019
IN THE MATTER OF THE COMPANIES ACT, 2013;

AND

IN THE MATTER OF THE SECTIONS 230-232 READ WITH SECTION 66 AND ALL OTHER APPLICABLE

PROVISIONS OF THE COMPANIES ACT, 2013

AND

IN THE MATTER OF SCHEME OF AMALGAMATION AND ARRANGEMENT
AMONG

M/S. DR. REDDY’S HOLDINGS LIMITED
(THE ‘AMALGAMATING COMPANY”)

AND

M/S. DR. REDDY’S LABORATORIES LIMITED
(THE ‘AMALGAMATED COMPANY")

AND

THEIR RESPECTIVE SHAREHOLDERS

Dr. Reddy’s Laboratories Limited
CIN: L85195TG1984PLC004507

Company incorporated under the Companies

Act, 1956, having its registered office at
8-2-337, Road No. 3, Banjara Hills, Hyderabad - 500034

..... Applicant/Amalgamated Company

EXPLANATORY STATEMENT UNDER SECTION 230(3), 232(1) AND 232(2) AND 102 OF THE COMPANIES ACT,
2013 READ WITH RULE 6 OF THE COMPANIES (COMPROMISES, ARRANGEMENTS AND AMALGAMATIONS)
RULES, 2016

1.

Pursuant to the Order dated 22nd day of November, 2019, passed by the Hon’ble National Company Law
Tribunal, Hyderabad Bench at Hyderabad (the ‘NCLT’/“Tribunal’),in Company Scheme Application No. CA(CAA)
No. 231/230/HDB/2019 (‘Order’), a meeting of the Equity Shareholders/Members of Dr. Reddy’s Laboratories
Limited is being convened at The Ballroom, Hotel Park Hyatt, Road No. 2, Banjara Hills, Hyderabad - 500034,
Telangana, India, on Thursday, January 2, 2020 at 11.00 a.m., for the purpose of considering, and if thought
fit, approving, with or without modification(s), the Scheme of Amalgamation and Arrangement between Dr.
Reddy’s Holdings Limited (hereinafter referred to as ‘DRHL’ or ‘Amalgamating Company’ as the context may
admit) and Dr. Reddy’s Laboratories Limited (hereinafter referred to as ‘DRL’ or ‘Amalgamated Company’
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or ‘Applicant/Amalgamated Company’ as the context may admit) and their respective shareholders (the
“Scheme”) under Sections 230-232 and other applicable provisions of the Companies Act, 2013. DRHL and
DRL are together referred to as the ‘Companies’. A copy of the Scheme, which has been, inter alia, approved
by the Board of Directors of the Applicant/Amalgamated Company at its meeting held on July 29, 2019, is
enclosed herewith.

Capitalized terms used herein but not defined shall have the meaning assigned to them in the Scheme, unless
otherwise stated.

In terms of the said Order, the quorum for the aforesaid meeting of the Equity Shareholders of the Applicant/
Amalgamated Company shall be as per the directions of NCLT. Further in terms of the said Order, NCLT
has appointed Mr. Amir Ali M. Bavani, Advocate, to be the Chairperson of the said meeting including for any
adjournment or adjournments thereof.

This statement is being furnished under Sections 230(3), 232(1) and 232(2) and 102 of the Companies Act,
2013 read with Rule 6 of the Companies (Compromises, Arrangements and Amalgamations) Rules, 2016.

Equity Shareholders would be entitled to vote in the said meeting either in person or through proxy.

The Hon'ble Tribunal by the said Order further dispensed with the convening of the meeting of the Equity
Shareholders of the Amalgamating Company.

The Order further directs the convening of the meeting of the Unsecured Creditors of the Applicant/Amalgamated
Company to be held at The Ballroom, Hotel Park Hyatt, Road No. 2, Banjara Hills, Hyderabad - 500034,
Telangana, India, on Thursday, January 2, 2020 at 3.00 p.m. to consider the Scheme.

In addition, the Applicant/Amalgamated Company is seeking the approval of its Equity Shareholders to the
Scheme by way of voting through e-voting. Circular No. CFD/DIL3/CIR/2017/21 dated March 10, 2017 including
its amendments (‘SEBI Circular’) issued by the Securities and Exchange Board of India (‘SEB/’), inter alia,
provides that approval of Public Shareholders (as defined below) of the Applicant/Amalgamated Company to
the Scheme shall be obtained by way of voting including e-voting. Since, the Applicant/Amalgamated Company
is seeking the approval of its Equity Shareholders (which includes Public Shareholders) to the Scheme by way
of voting including remote e-voting, no separate procedure for voting through e-voting would be required to
be carried out by the Applicant/Amalgamated Company for seeking the approval to the Scheme by its Public
Shareholders in terms of SEBI Circular. The notice sent to the Equity Shareholders (which includes Public
Shareholders) of the Applicant/Amalgamated Company would be deemed to be the notice sent to the Public
Shareholders of the Applicant/Amalgamated Company. For this purpose, the term ‘Public’ shall have the
meaning assigned to it in Rule 2(d) of the Securities Contracts (Regulations) Rules, 1957 and the term ‘Public
Shareholders’ shall be construed accordingly.

Further, since the Applicant/Amalgamated Company is directed to convene a meeting of its Equity Shareholders
and the voting in respect of the Equity Shareholders, which includes Public Shareholders is through remote
e-voting, the same is in sufficient compliance of SEBI Circular.

The Scrutinizer appointed for conducting the voting process will submit her separate reports to the Chairperson
appointed for the meeting after completion of the scrutiny of voting (including remote e-voting) so as to announce
the results of the voting exercised by the Public Shareholders of the Applicant/Amalgamated Company.

In accordance with the provisions of Sections 230-232 of the Companies Act, 2013, the Scheme shall be
acted upon only if a majority of persons representing three-fourths in value of the Equity Shareholders of the
Applicant/Amalgamated Company, voting through (i) postal ballot or remote e-voting system or (ii) ballot/polling
paper as arranged by the Applicant/Amalgamated Company at the venue of the meeting, agree to the Scheme.
Further, as per the observation letter by BSE dated October 11, 2019 and the observation letter by NSE dated
October 11, 2019, the Scheme shall be acted upon only if the majority votes cast by the Public Shareholders
are in favor of the Scheme.

The Chairperson shall have all powers under the Companies (Compromises, Arrangements and Amalgamations)
Rules, 2016 in relation to the conduct of the meeting, including for deciding procedural questions that may arise
before or at any adjournment thereof or any other matter including an amendment to the Scheme or resolution,
if any, proposed at the meeting by any person(s).
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10.

1.

The draft Scheme was placed before the Audit Committee and Board of Directors of the Applicant/Amalgamated
Company and the Amalgamating Company at their respective meetings held on July 29, 2019. In accordance
with the provisions of SEBI Circular No. CFD/DIL3/CIR/2017/21 dated March 10, 2017, the Audit Committee
of the Applicant/Amalgamated Company recommended the Scheme to the Board of Directors of the Applicant/
Amalgamated Company, inter alia taking into account:-

a) Share Exchange Report dated July 29, 2019 issued by N.S. Kumar & Co., Independent Chartered
Accountants and Registered Valuer, having Registration No. 139792W providing the share exchange
ratio for the amalgamation of DRHL with DRL under the Scheme;

b) Fairness Opinion dated July 29, 2019 issued by Keynote Financial Services Limited, a SEBI Registered
(Category - I) Merchant Banker, having SEBI Registration No. INM000003606 providing the fairness
opinion on the share exchange ratio recommended by N.S. Kumar & Co., Independent Chartered
Accountants and Registered Valuer as referred above in connection with amalgamation of DRHL with
DRL under the Scheme; and

c) Certificate obtained from the Statutory Auditors of DRL i.e. S.R. Batliboi & Associates LLP, Chartered
Accountants, having Registration No. 101049W/E300004 confirming that the Scheme is in compliance
with the applicable accounting treatment notified under the Companies Act, 2013 and other generally
accepted accounting principles.

Based upon the recommendations of the Audit Committee of the Applicant/Amalgamated Company and on
the basis of the evaluations, the Board of Directors of the Applicant/Amalgamated Company has come to the
conclusion that there will be no adverse effect of the Scheme on the Applicant/Amalgamated Company and its
shareholders.

PARTICULARS OF DR. REDDY’S HOLDINGS LIMITED ("DRHL"/"AMALGAMATING COMPANY")

12.

13.

Dr. Reddy’s Holdings Limited, a public company limited by shares, was incorporated under the Companies
Act, 1956 on July 12, 1994, under corporate identity number U67120TG1994PLC017906 and having its
registered office at 7-1-27, Ameerpet, Hyderabad - 500016, Telangana, India. The Amalgamating Company
was initially incorporated as a private limited company by the name of “Dr. Reddy’s Holdings Private Limited”.
Further, it became a public limited company with effect from May 4, 2009 and the name of the Amalgamating
Company was changed to “Dr. Reddy’s Holdings Limited”. DRHL is engaged inter alia, in business of holding
investments. Further, it holds 24.88% (as on March 31, 2019) of the equity share capital of the Amalgamated
Company. There has been no further change in the name of DRHL in the last five (5) years. The Permanent
Account Number of the Amalgamating Company is AAACD7741A. Email id of the Amalgamating Company is
sanjeevarg@drreddys.com. The equity shares of DRHL are not listed on any stock exchanges.

The objects for which the Amalgamating Company has been established are set out in its Memorandum of
Association. The main objects of Amalgamating Company are, inter alia, as follows:

“1. To manufacture, refine, purchase, sell, prepare, import, export all classes and kinds of drugs Including
pharmaceutical preparations and formulations, fine chemicals, raw materials and intermediaries for
drugs and all other pharmaceuticals such as tablets, injectables, syrups, powers, ointments, aerosols,
capsules and liquids for human consumption.

2. To carry on the business of manufacture, buy, sell, export, import and treat and deal in kinds of chemicals,
biological, cosmetics, insecticides, agrochemicals, pesticides, dyestuffs and other intermediaries.

3. To carry on research, undertake, develop, promote engage in all kinds of research and development
and setup laboratories and other facilities by maintaining the resting and to develop new products and
substitute for imported products and render all technical assistance either monetary or otherwise as
may be required for that purpose.

4. To carry on the business of an investment and holding company without prejudice to the generality of the
foregoing to buy, underwrite, invest in and acquire and hold, sell and deal in shares, stocks, debentures,
debenture — stock, bonds obligations and securities issued or guaranteed by any company constituted
or carrying on business in India or elsewhere and debenture — stock, bonds obligations and securities,
issued or guaranteed by any company constituted or carrying on business in India or elsewhere and
debenture — stock, bonds obligations and securities, issued or guaranteed by any Government. State
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14.

15.

dominions, Sovereign, Rules, Commissioners, Public body of authority, Supreme, Municipal, local are
otherwise, firm or person whether in India or elsewhere and to deal with and turn to account the same,
provided always that no purchase or investment imposing unlimited liability on the company shall be

made.

5. To buy, sell, market or otherwise deal in shares, stocks, securities, bonds, debentures, deposits,
certificates, units of other investment or saving instrument and make investment in such and related
business.”

The Authorised, Issued, Subscribed and Paid up Share Capital of Amalgamating Company as on March 31,
2019 was as under:

Particulars Amount (INR)
Authorized Capital

25,00,000 Equity Shares of INR 100 each 25,00,00,000
Total 25,00,00,000
Issued, Subscribed and Paid-up

8,04,080 Equity Shares of INR 100 each 8,04,08,000
Total 8,04,08,000

Subsequent to March 31, 2019, there has been no change in the authorized, issued, subscribed and paid-up
share capital of Amalgamating Company.

Amalgamating Company holds 4,13,25,300 (Four Crores Thirteen Lakhs Twenty Five Thousand and Three
Hundred) equity shares of INR 5 each (24.88%) in DRL. Upon amalgamation of Amalgamating Company
and Amalgamated Company, these equity shares will stand cancelled and 4,13,25,300 (Four Crores Thirteen
Lakhs Twenty Five Thousand and Three Hundred) fully paid up equity shares of the face value of INR 5 each of
the Applicant/Amalgamated Company shall be issued and allotted as fully paid up equity shares to the Equity
Shareholders of the Amalgamating Company, in proportion to their holding of 8,04,080 fully paid up equity
shares of the face value of INR 100 each in the Amalgamating Company as provided in the Scheme.

PARTICULARS OF DR. REDDY’S LABORATORIES LIMITED ("DRL"/"AMALGAMATED COMPANY")

16.

17.

14

Dr. Reddy’s Laboratories Limited is a public company, limited by shares, incorporated under the Companies
Act, 1956 on February 24, 1984, under corporate identity number L85195TG1984PLC004507 and having its
registered office at 8-2-337, Road No. 3, Banjara Hills, Hyderabad - 500034, Telangana, India. It was initially
incorporated as a private limited company by the name of “Dr. Reddy’s Laboratories Private Limited”. Further,
it became a public limited company pursuant to the fresh certificate of incorporation dated December 06,
1985 and the name of the Amalgamated Company was changed to “Dr. Reddy’s Laboratories Limited”. There
has been no further change in the name of DRL in the last five (5) years. The Permanent Account Number
of the Applicant/Amalgamated Company is AAACD7999Q. Email id of the Applicant/Amalgamated Company
is shares@drreddys.com. The equity shares of the Applicant/Amalgamated Company are listed on the BSE
and the NSE and its American Depository Receipts are listed on the New York Stock Exchange Inc. (“NYSE”).
DRL is an integrated pharmaceutical company, committed to providing affordable and innovative medicines for
healthier lives. Through its three businesses — pharmaceutical services and active ingredients, global generics
and proprietary products, DRL offers a portfolio of products and services including active pharmaceutical
ingredients, custom pharmaceutical services, generics, biosimilars and differentiated formulations.

The objects for which Applicant/Amalgamated Company has been established are set out in its Memorandum
of Association which inter alia are as follows:

“1. To carry on the business of manufacture, sell, deal, export and import in all types of Chemicals, Drugs,
Pharmaceuticals, Pesticides and Dyestuffs and other intermediaries.

2. To carry on the research and developmental activities to develop new products and substitute for
imported products and to develop and maintain testing house and laboratory for own use and for others.

3. To carry on the business of Consulting Engineers in chemical, Pharmaceutical and Dyestuff Industries.

DR. REDDY’S LABORATORIES LIMITED



4. To carry on the business of Manufacturer, Exporter, Importer, Whole Sale and Retails Sellers, Dealers
in and to do Research and Development in Dermocosmetic products and its intermediates.

5. To carry on and undertake the business of investing its funds in equity and preference shares, stocks,
bonds debentures (convertible and non-convertible) of new projects and securities of all kinds and
every description of well established and sound companies, to subscribe to capital issues of joint stock
companies, ventures, industries, units, trading concerns whether old or new as the company may think
fit and to assist them by granting financial accommodation by way of loans/advances to industrial
concerns and to assist Industrial enterprises in creation, expansion and modernisation upon terms
whatsoever and to act as finance brokers, merchants and commission agents and to deal in Govt.
securities including Govt. bonds, loans, National savings certificates, post office, saving schemes, units
of investments, etc., including units of Unit Trust of India.

6. To promote industrial finance, deposit or lend money, securities and properties to or with
any company body corporate, firm, person or association whether falling under the same
management or otherwise, in accordance with and to the extent permissible under the
provisions contained in Sections 370 & 372 of the Companies Act, 1956, with or without
security and on such terms as may be determined from time to time. However, the Company
shall not carry on the business of Banking as defined under the Banking Regulation Act,
1949; and to carry on and undertake the business of finance, investment and trading, hire
purchase, leasing and to finance lease operations of all kinds, purchasing, selling, hiring or
letting on hire of all kinds of plant and machinery and equipment that the Company may think
fit and to assist in financing operations of all and every kind of description of hire purchase or
deferred payment or similar transactions and to subsidise finance or assist in subsidising or
financing the sale and maintenance of any goods, articles, or commodities of all and every
kind of description upon any terms whatsoever and to purchase or otherwise deal in all forms
of immovable and movable property including lands and buildings, plant and machinery,.
Equipment, ships, aircraft, automobiles computers and all consumer, commercial and industrial
items and to lease or otherwise deal with them in any manner whatsoever including release
thereof regardless of whether the property purchase and lease be new and/or used.

7. To provide a package of investment/merchant banking services by acting as managers to Public Issue
Securities, by underwriting Securities, act as Issue House and to carry on the business of Registrars to
investment schemes, Money Managers to secure and extend market support by conducting surveys,
collecting data, information and reports and to act as general traders and agents, to carry on the agency
business and warehousing indenting and dealership of business.

8. To carry on the business of manufacturing, buying, selling, importing, exporting of and generally dealing
in all types of surgical, medical, dental and scientific equipment, instruments and accessories, and
diagnostic kits and Re-agents diagnostic equipments, healthcare aids and accessories, healthcare
products and instruments and to carry on research and development of healthcare including diagnostic

systems.

9. To establish, run and maintain hospitals, diagnostic centers, nursing homes, mobile medical service
centers and any medical and healthcare institutions and to promote research and development in these
areas.

10. To carry on the business as exporters and dealers in all kinds of electronic and electrical
equipments, devices, and components including computers, video terminals, computer
peripherals, data processing systems, export systems, uninterruptible power supply systems
medical equipments and all kinds of electronic assemblies, sub-assemblies and components;
telecommunication equipments devices and accessories used in communication; all types
of office equipments including photocopiers, airconditioners, water and aircoolers, fire and
burglar alarms accounting machines, cash registers and electronic point of sales systems and
domestic appliances like radios televisions, refrigerators; heaters, cooking range etc., and to
develop systems software and provide consultancy, maintenance and service support and to
promote research and development in all the above fields.”

There has been no change in the Objects clause of DRL in the last 5 years.
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18.

19.

20.

16

The Authorised, Issued, Subscribed and Paid up Share Capital of the Applicant/Amalgamated Company as on
March 31, 2019 was as under:

Particulars Amount (INR)
Authorized Capital

24,00,00,000 equity shares of INR 5 each 120,00,00,000
Total 120,00,00,000
Issued Capital

16,60,66,148 equity shares of INR 5 each 83,03,30,740
Total 83,03,30,740
Subscribed and Paid-up Capital

16,60,65,948 equity shares of INR 5 each 83,03,29,740
Total 83,03,29,740

As on March 31, 2019, the issued and paid-up share capital includes 2,34,37,729 equity shares represented
by 2,34,37,729 American Depository Receipts. The American Depository Receipts are listed on the NYSE.

As on March 31, 2019, the Applicant/Amalgamated Company has 5,31,356 outstanding employee stock
options, the exercise of which may result in an increase in the issued and paid-up share capital of the Applicant/
Amalgamated Company.

RATIONALE OF THE SCHEME:

It is proposed to amalgamate DRHL with DRL by this Scheme, as a result of which the shareholders of DRHL
viz. Promoters (as defined in the Scheme) shall directly hold shares in DRL.

The Amalgamation will lead to simplification of the shareholding structure and reduction of shareholding
tiers and demonstrate direct commitment to and engagement with DRL of/by the Promoters. Further, the
Amalgamation shall have no adverse implications for DRHL, DRL, or public shareholders of DRL.

The Promoter Group (as defined in the Scheme) cumulatively will continue to hold the same number of shares
in DRL, pre and post the amalgamation.

All costs, charges and expenses relating to the Scheme will be borne out of the Surplus Assets (as defined in
the Scheme) of DRHL. Further, any expense, if exceeding the Surplus Assets of DRHL would be borne directly
by the Promoters.

The Scheme also provides that the Promoters/Indemnifying Parties (as defined in the Scheme) will jointly and
severally indemnify, defend and hold harmless the Amalgamated Company, its directors, employees, officers,
representatives, or any other person authorized by the Amalgamated Company (excluding the Promoters)
for any liability, claim, or demand, which may devolve upon the Amalgamated Company on account of this
amalgamation.

SALIENT FEATURES OF THE SCHEME:

20.1 The Scheme is presented under Sections 230 — 232 read with Section 66 and other applicable
provisions of the Companies Act, 2013 and relevant rules made thereunder, as may be applicable for
the amalgamation of Dr. Reddy’s Holdings Limited with Dr. Reddy’s Laboratories Limited;

20.2 “Appointed Date” means April 1, 2019 or such other date as may be approved by Hon’ble National
Company Law Tribunal at Hyderabad Bench, Hyderabad, for the purposes of this Scheme and Income-
tax Act, 1961;

20.3 “Effective Date” means the date on which the Scheme shall become effective pursuant to Clause 13 of
the Scheme. Any references in the Scheme to “upon this Scheme becoming effective” or “effectiveness
of this Scheme” or “after this Scheme becomes effective” means and refers to the Effective Date;

20.4 The Scheme further, inter alia, provides that upon the Scheme becoming effective and with effect from
the Appointed Date:
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(iif)

(v)

(vi)

(vii)

(viii)

all assets of the Amalgamating Company, as are movable in nature including but not limited to
sundry debtors, outstanding loans and advances, if any, recoverable in cash or in kind or for
value to be received, bank balances, cash in hand, deposits, investments (including investments
in securities of other companies whether, shares, stocks, debentures, units, or other similar
instruments) if any, shall without any further act, instrument or deed, become the property of the
Amalgamated Company;

all debts, liabilities, contingent liabilities, duties and obligations, secured or unsecured, whether
provided for or not in the books of account or disclosed in the balance sheets of the Amalgamating
Company, shall, be deemed to be the debts, liabilities, contingent liabilities, duties and obligations
of the Amalgamated Company;

all contracts, deeds, bonds, agreements, schemes, arrangements and other instruments,
permits, rights, entitlements, licenses in relation to the Amalgamating Company, shall be in full
force and effect on the Amalgamated Company and may be enforced as fully and effectually as
if, instead of the Amalgamating Company, the Amalgamated Company had been a party thereto;

any pending suit/appeal or other proceedings of whatsoever nature relating to the Amalgamating
Company, whether by or against the Amalgamating Company, shall continue and any prosecution
shall be enforced by or against the Amalgamated Company in the same manner and to the same
extent as they would or might have been continued, prosecuted and/or enforced by or against
the Amalgamating Company, as if this Scheme had not been made;

all employees of the Amalgamating Company, who are on its pay roll shall be engaged by the
Amalgamated Company, on such terms and conditions as are no less favourable than those on
which they are currently engaged by the Amalgamating Company, without any interruption of
service as a result of this amalgamation and transfer;

all statutory licenses, permissions or approvals or consents held by the Amalgamating Company
required to carry on its operations shall stand transferred to and be vested in the Amalgamated
Company without any further act or deed, and shall, as may be required, be appropriately
mutated by the statutory authorities concerned therewith in favor of the Amalgamated Company;

any and all registrations, goodwill, licenses appertaining to the Amalgamating Company shall
stand transferred to and vested in the Amalgamated Company;

all taxes payable by the Amalgamating Company, if any, including all or any refunds of claims
shall be treated as the tax liability or refunds/claims as the case may be of the Amalgamated
Company;

20.5 Conduct of the Amalgamating Company till the Effective Date:

(i)

All the profits or income accruing or arising to the Amalgamating Company or expenditure or
losses arising or incurred or suffered by it with effect from Appointed Date shall for all purposes
be treated and be deemed to be accrued as the income or profits or losses or expenditure, as
the case may be, of the Amalgamated Company respectively, unless otherwise provided in the
Scheme;

Until the effectiveness of the Scheme, in the event the Amalgamated Company declares and
distributes dividends (including interim dividends) or undertakes any Corporate Action (such as
bonus issue/rights issue etc.), the Amalgamating company shall be duly entitled to the same;

Notwithstanding anything contained in the Scheme, in the event any dividends are declared
by the Amalgamated Company before the Scheme becoming effective, the Amalgamating
Company being entitled to the same due to its shareholding in the Amalgamated Company,
shall ensure that such entitlements are immediately distributed amongst its shareholders by way
of dividends.

20.6 Upon the coming into effect of the Scheme, and in consideration of the amalgamation of the
Amalgamating Company with the Amalgamated Company, the Amalgamated Company shall, without
any further act or deed and without any further payment, basis the Share Exchange Report, issue
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20.7

20.8

20.9

20.10

20.11

20.12

and allot to the shareholders of Amalgamating Company (whose name is recorded in the register of
members of the Amalgamating Company as on Record Date) equal number of equity shares as held by
the Amalgamating Company in the Amalgamated Company in the following manner:

“4,13,25,300 (Four Crores Thirteen Lakhs Twenty Five Thousand and Three Hundred) fully paid up
equity shares of the face value of INR 5 each of the Applicant/Amalgamated Company shall be issued
and allotted as fully paid up equity shares to the Equity Shareholders of the Amalgamating Company, in
proportion to their holding of 8,04,080 fully paid up equity shares of the face value of INR 100 each in
the Amalgamating Company.”

All equity shares held by the Amalgamating Company in the share capital of the Amalgamated Company
as on the Effective Date (i.e. 4,13,25,300 equity shares), shall stand cancelled, without any further act or
deed, upon this Scheme becoming effective. Accordingly, the share capital of Amalgamated Company
shall stand reduced to the extent of the face value of shares held by the Amalgamating Company in the
Amalgamated Company.

On coming into effect of this Scheme, the authorized share capital of the Amalgamating Company
shall be deemed to have been reclassified into equity shares of INR 5 (Rupees Five only) each and
shall stand transferred to and be amalgamated with the authorized share capital of the Amalgamated
Company without any requirement of any further act, instrument or deed on the part of the Amalgamated
Company, including payment of stamp duty and fees payable to the relevant Registrar of Companies.
Clause V.a. of the Memorandum of Association of the Amalgamated Company shall respectively stand
substituted by virtue of the Scheme to read as follows:

“The authorized share capital of the Company is INR 145,00,00,000 (Rupees One Hundred and Forty-
Five Crores only) divided into 29,00,00,000 (Twenty-Nine Crores) equity shares of INR 5/- (Rupees Five
only) each”

On the Scheme becoming effective, the Amalgamated Company shall account for the Scheme in its
books of accounts with effect from the Effective Date in accordance with applicable Indian Accounting
Standards notified under the provisions of Section 133 and other applicable provisions of the Companies
Act.

Upon this Scheme becoming effective, the Amalgamating Company shall stand dissolved, without
following the procedure of winding up prescribed under the Insolvency and Bankruptcy Code, 2016, as
may be applicable.

All costs, charges and expenses relating to the Scheme will be borne out of the Surplus Assets (as
defined in the Scheme) of DRHL. Further, any expense, if exceeding the Surplus Assets of DRHL would
be borne directly by the Promoters.

The Scheme is conditional upon and subject to:

(i) The approval by the requisite majorities in number and value of the classes of persons, including
shareholders, creditors of the Amalgamating Company and Amalgamated Company as may be
directed by the NCLT under Sections 230 — 232 of the Companies Act;

(i) The approval by the public shareholding through e-voting in terms of paragraphs 1(A)(9)(a)
and 1(A)(9)(b) of Annexure 1 of SEBI circular CFD/DIL3/CIR/2017/21 dated 10" March, 2017
(including any modification or revisions thereof) and the Scheme shall be acted upon only if the
votes cast by the public shareholder in favour of the Scheme are more than the number of votes
cast by the public shareholders against it;

(i)  The sanctioning of this Scheme by the NCLT, whether or not with any modifications or
amendments as NCLT may deem fit or otherwise;

(iv)  The filing of the certified copies of the Orders of the NCLT with the Registrar of Companies, by
the Amalgamating Company and Amalgamated Company, as the case may be;

(v) Compliance with such other conditions as may be imposed by NCLT;
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21.

22.

23.

(vi)  The requisite consent, approval or permission of the Central Government or any Governmental
Authorities including Stock Exchanges, Reserve Bank of India, which by law may be necessary
for the implementation of this Scheme;

(vii)  Any other sanctions and orders as may be directed by the NCLT in respect of the Scheme.

The aforesaid are only the salient features of the Scheme. You are requested to read the entire text of
the Scheme to get fully acquainted with the provisions thereof.

CORPORATE APPROVALS

211

21.2

21.3

The proposed Scheme was placed before the Audit Committee of the Applicant/Amalgamated Company
at its meeting held on July 29, 2019. The Audit Committee of Applicant/Amalgamated Company in their
meeting recommended the Scheme to the Board of Directors of Applicant/Amalgamated Company.

The Scheme was placed before the Board of Directors of Applicant/Amalgamated Company, at its
meeting held on July 29, 2019. The report of the Audit Committee was also submitted to the Board
of Directors of Applicant/Amalgamated Company. Based on the aforesaid, the Board of Directors of
Applicant/Amalgamated Company approved the Scheme. The meeting of the Board of Directors of
Applicant/Amalgamated Company, held on July 29, 2019, was attended by all of its directors. None of
the Directors of Applicant/Amalgamated Company who attended and participated in this agenda in the
meeting, voted against the Scheme. Thus, the Scheme was approved unanimously by the Directors of
Applicant/Amalgamated Company who attended and voted at the meeting.

The Scheme was placed before the Board of Directors of Amalgamating Company, at its meeting
held on July 29, 2019. The Board of Directors of Amalgamating Company unanimously approved the
Scheme. The meeting of the Board of Directors of Amalgamating Company, held on July 29, 2019,
was attended by all of its directors. None of the Directors of Amalgamating Company who attended the
meeting voted against the Scheme. Thus, the Scheme was approved unanimously by the Directors of
Amalgamating Company who attended and voted at the meeting.

APPROVALS AND ACTIONS TAKEN IN RELATION TO THE SCHEME

221

22.2

22.3

22.4

Pursuant to the SEBI Circular read with Regulation 37 of the SEBI Listing Regulations, the Applicant/
Amalgamated Company had filed the necessary applications before the BSE and NSE seeking their no-
objections to the Scheme. The Applicant/Amalgamated Company has received the observation letters
from BSE and NSE dated October 11, 2019 conveying their no-objection to the Scheme (“Observation
Letters”). Copies of the aforesaid Observation Letters are enclosed herewith.

As required by the SEBI Circular, the Applicant/Amalgamated Company has filed the Complaints
Reports with the BSE and NSE on September 05, 2019 and September 21, 2019 respectively. A copy
of the aforementioned Complaints Reports are enclosed herewith.

The Companies would obtain such necessary approvals/sanctions/no objection(s) from the regulatory
or other governmental authorities in respect of the Scheme in accordance with law, if so required.

The application along with the annexures thereto (which includes the Scheme) were filed by the
Companies with the Hon'ble Tribunal on October 30, 2019.

CAPITAL STRUCTURE PRE AND POST AMALGAMATION AND ARRANGEMENT

231

23.2

The pre-amalgamation and arrangement capital structure of the Applicant/Amalgamated Company is
mentioned in paragraph 18 above. Post the amalgamation and arrangement, the issued, subscribed
and paid-up share capital of the Applicant/Amalgamated Company would not be impacted by the
Scheme, since, post amalgamation and arrangement, the equity shares held by the Amalgamating
Company shall stand cancelled and as a consideration for the amalgamation same number of shares
will be issued to the Equity Shareholders of the Amalgamating Company.

The pre-amalgamation and arrangement capital structure of the Amalgamating Company is mentioned
in paragraph 14 above. Post the amalgamation and arrangement, the Amalgamating Company shall
stand dissolved without being wound-up.
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PRE AND POST AMALGAMATION AND ARRANGEMENT SHAREHOLDING PATTERN

241

The pre and post amalgamation and arrangement shareholding pattern of the Applicant/Amalgamated
Company is as follows:

Particulars as on March 31, 2019

Pre-amalgamation
and arrangement

Post- amalgamation
and arrangement
(expected)

Sr.
No.

Description

Name of
Shareholder

No. of

%
shares

No. of

%
shares

(A)

Shareholding
of Promoter
and Promoter
Group

Indian

(@)

Individuals/
Hindu Undivided
Family

Mr. G V Prasad

11,17,940

11,17,940 0.67

GV Prasad HUF

14,25,478 0.86

K Satish Reddy HUF

55,23,677 3.33

Mr. K Satish Reddy

8,98,432

9,01,002 0.54

Mrs. G. Anuradha

1,496

9,205 0.01

Mrs. G.V. Sanjana Reddy

5,140 0.00

Mrs. K. Deepti Reddy

5,140 0.00

Mrs. K. Samrajyam

11,15,360

11,20,499 0.67

Ms. G. Mallika Reddy

5,139 0.00

Central
Government/
State
Government(s)

(c)

Bodies
Corporate

Dr. Reddy’s Holdings
Limited

4,13,25,300 24.88

(d)

Financial
Institutions/
Banks

(e)

Any Others

APS Trust*

3,43,45,308| 20.68

Sub Total(A)(1)

4,44,58,528

4,44,58,528 26.77

Foreign

(@)

Individuals
(Non-Residents
Individuals/
Foreign
Individuals)

Bodies
Corporate

Institutions

Any Others

Sub Total(A)(2)

Total
Shareholding
of Promoter
and Promoter
Group (A)=(A)
(1+(A)2)

4,44,58,528 | 26.77

4,44,58,528 | 26.77
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Particulars as on March 31, 2019

Pre-amalgamation
and arrangement

Post- amalgamation
and arrangement

(expected)

Sr.

No.

Description

Name of
Shareholder

No. of
shares

%

No. of
shares

%

(B)

Public
shareholding

1

Institutions

(a)

Mutual Funds/
UTI

1,51,32,031

9.11

1,51,32,031

9.11

(b)

Financial
Institutions/
Banks

3,41,114

0.21

3,41,114

0.21

(c)

Central
Government/
State
Government(s)

(d)

Venture Capital
Funds

Insurance
Companies

81,74,052

4.92

81,74,052

4.92

()

Foreign
Institutional
Investors

5,13,71,769

30.94

5,13,71,769

30.94

(¢)]

Foreign Venture
Capital Investors

Any Other

— Alternate
Investment
Funds

4,70,455

0.28

4,70,455

0.28

Sub-Total (B)(1)

7,54,89,421

45.46

7,54,89,421

45.46

Non-
institutions

Bodies
Corporate

57,25,223

3.45

57,25,223

3.45

Individuals

Individuals

i. Individual
shareholders
holding nominal
share capital up
to INR 1 lakh

1,22,16,818

7.36

1,22,16,818

7.36

ii. Individual
shareholders
holding nominal
share capital in
excess of INR 1
lakh.

8,16,135

0.49

8,16,135

0.49

(c)

Any Other

39,22,094

2.36

39,22,094

2.36

Sub-Total (B)(2)

2,26,80,270

13.66

2,26,80,270

13.66
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24.2

Pre-amalaamation Post- amalgamation
Particulars as on March 31, 2019 9 and arrangement
and arrangement
(expected)
Sr. o Name of No. of o No. of o
No. Description Shareholder shares % shares %
Total 9,81,69,691 59.12| 9,81,69,691 59.12
Public
Shareholding
(B)=(B)(1)+(B)
)
TOTAL (A)+(B) 14,26,28,219 85.89| 14,26,28,219 85.89
(C) | Shares held by 2,34,37,729 14.11| 2,34,37,729 14.11
Custodians and
against  which
ADRs have been
issued
GRAND TOTAL 16,60,65,948| 100.00| 16,60,65,948| 100.00
(A)+(B)+(C)

* Mr. G V Prasad and Mr. K Satish Reddy are the Trustees of APS Trust. Further, Mr. G V Prasad,
Mr. K Satish Reddy, Mrs. G Anuradha, Mrs. Deepti Reddy and their bloodline descendants are the
beneficiaries of APS Trust.

The Promoters and Promoters Group (as defined in the Scheme) cumulatively will continue to hold the
same number of shares in DRL, pre and post the amalgamation.

The pre and post amalgamation and arrangement shareholding pattern of the Amalgamating Company
is as follows:

Particulars as on March 31, 2019 Pre-a;r:iggrgg’:gp and

Description Name of Shareholder No. of shares %

Shareholding of

Promoter and Promoter

Group

Individuals/ Hindu Mrs. G. Anuradha 150 0.02

Undivided Family Mrs. K. Deepti Reddy 100 0.01
Mrs. K. Samrajyam 100 0.01
Mr. K. Satish Reddy 50 0.01
Mrs. G V Sanjana Reddy 100 0.01
Ms. G. Mallika Reddy 100 0.01
GV Prasad HUF 27,736 3.45
K. Satish Reddy HUF 1,07,476 13.37

Any others APS Trust* 6,68,268 83.11

TOTAL 8,04,080 100.00

* Mr. G V Prasad and Mr. K Satish Reddy are the Trustees of APS Trust. Further, Mr. G V Prasad,
Mr. K Satish Reddy, Mrs. G Anuradha, Mrs. Deepti Reddy and their bloodline descendants are the
beneficiaries of APS Trust.

Post the Scheme becoming effective, Dr. Reddy’s Holdings Limited shall amalgamate with Dr. Reddy’s
Laboratories Limited and hence, post shareholding pattern of Dr. Reddy’s Holdings Limited is not
applicable.

DR. REDDY’S LABORATORIES LIMITED



25. EXTENT OF SHAREHOLDING OF DIRECTORS AND KEY MANAGERIAL PERSONNEL (‘KMP’):

251

252

253

The Directors, KMP and their relatives of the Amalgamating and Applicant/Amalgamated Company may
be affected only to the extent of their shareholding in the Amalgamating and/or Applicant/Amalgamated
Company, or to the extent that the said Directors or KMP are the partners, directors, members of
the companies, firms, association of persons, bodies corporates and /or beneficiary of Trust that hold
shares in the Amalgamating and/or Applicant/Amalgamated Company, if any. Save as aforesaid, none
of the Directors/KMP or their relatives of the Amalgamating and/or Applicant/Amalgamated Company
have any material interest in the Scheme.

The details of the present Directors and KMP of the Applicant/Amalgamated Company and their
respective shareholdings in the Applicant/Amalgamated Company and Amalgamating Company as on
the date of this notice are as follows:

Equity Shares Equity Shares

of INR 5/- each of INR 100/-

Name of Director/KMP Designation in the Applicant/ each in the
Amalgamated Amalgamating

Company Company

Mr. K Satish Reddy Chairman and Whole 8,98,432 50

Time Director
Mr. G V Prasad Co-Chairman and 11,17,940 -
Managing Director

Mr. Bharat N Doshi Independent Director 1,000 -
Dr. Bruce L A Carter (ADRs) Independent Director 7,800 -
Ms. Kalpana Morparia Independent Director 10,800 -
Mr. Prasad R Menon Independent Director - -
Mr. Sridar lyengar Independent Director - -
Mr. Leo Puri Independent Director - -
Ms. Shikha Sanjaya Sharma Independent Director - -
Mr. Allan Grant Oberman Independent Director - -
Mr. Erez Israeli Chief Executive Officer - -
Mr. Saumen Chakraborty Chief Financial Officer 45,125 -
Mr. Sandeep Poddar Company Secretary 2,800 -

The details of the present Directors and KMP of the Amalgamating Company and their respective
shareholdings in the Amalgamating Company and Applicant/Amalgamated Company as on the date of
this notice are as follows:

Equity Shares of oﬁ?;gy;_h:;i:

. . . INR 100/- each in | . .
Name of Director/KMP Designation in the Applicant/

the Amalgamat-

ing Compan Amalgamated
9 pany Company
Mr. G V Prasad Director - 11,17,940
Mr. K Satish Reddy Director 50 8,98,432
Mrs. G. Anuradha Director 150 1,496
Mrs. K. Deepti Reddy Director 100 -
Mrs. Shikha Sabharwal Company Secretary - -

26. GENERAL

26.1

The Applicant/Amalgamated Company and the Amalgamating Company have made a joint application
before the Hon’ble National Company Law Tribunal, Hyderabad Bench at Hyderabad for the sanction
of the Scheme under Section 230-232 read with Section 66 and other applicable provisions of the
Companies Act, 2013 and other relevant rules thereunder.
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26.2

26.3

26.4

26.5

26.6

26.7
26.8

26.9

26.10

26.11

The Applicant/Amalgamated Company does not have any secured creditors as on August 31, 2019.
Further, the amount due by the Applicant/Amalgamated Company to its Unsecured Creditors as on August
31,2019 is INR 22,70,42,40,306. Meeting of such Unsecured Creditors, to whom the Company owes a
debt of more than INR 5,00,000 (Rupees Five Lakhs) is being convened in terms of the NCLT Order.

The Amalgamating Company does not have any secured and Unsecured Creditors as on September
30, 2019.

The Equity Shareholders of the Applicant/Amalgamated Company whose names are appearing in the
records of the Company as on Friday, November 15, 2019 shall be eligible to attend and vote at meeting
convened as per the directions of the Hon'ble Tribunal, either in person or by proxies or cast their votes
using postal ballot or remote e-voting facility prior to the meeting.

The rights and interests of Unsecured Creditors of Applicant/Amalgamated Company will not be affected
by the Scheme as no sacrifice or waiver is, at all called from them nor their rights sought to be modified
in any manner and post the Scheme, the Applicant/Amalgamated Company will be able to meet its
liabilities as they arise in the ordinary course of business.

The latest audited financial statements for the year ended March 31, 2019 and unaudited financial
results for the period ended September 30, 2019 of the Applicant/Amalgamated Company indicates that
it is in a solvent position and would be able to meet liabilities as they arise in the course of business.
There is no likelihood that any Unsecured Creditors of the Applicant/Amalgamated Company would lose
or be prejudiced as a result of this Scheme being passed since no sacrifice or waiver is at all called for
from them nor are their rights sought to be adversely modified in any manner. Hence, the amalgamation
and arrangement will not cast any additional burden on the shareholders or creditors of the Applicant/
Amalgamated Company, nor will it adversely affect the interest of any of the shareholders or creditors.

There are no winding up proceedings pending against the Applicant/Amalgamated Company as of date.

No investigation or proceedings are pending or are likely to be pending under the provisions of Chapter
XIV of the Companies Act, 2013 or under the provisions of the Companies Act, 1956 in respect of the
Applicant/Amalgamated Company.

The Applicant/Amalgamated Company and the Amalgamating Company are required to seek approvals/
sanctions/no-objections from certain regulatory and governmental authorities for the Scheme such as
the Registrar of Companies, Regional Director and Income-tax authorities. These approvals/sanctions/
no-objections will be obtained by the Applicant/Amalgamated Company and the Amalgamating
Company at the relevant time.

In the event that the Scheme is withdrawn in accordance with its terms, the Scheme shall stand revoked,
cancelled and be of no effect and become null and void.

Names and addresses of the Directors and Promoters of the Applicant/Amalgamated Company as on
the date of this notice are as under:

I\Slcr). Name of Director Address DIN

1. |Mr. GV Prasad H. No. 8-2-579/A/1/2, Plot No 32, Road No 8, | 00057433
Banjara Hills, Hyderabad - 500034

2. |Mr. K Satish Reddy H. No. 8-2-576/1, Road No 7, Banjara Hills, | 00129701
Hyderabad - 500034

3. | Mr. Bharat N Doshi Flat No. 8, St. Helens Court Peddar Road, Opposite | 00012541
Jaslok Hospital, Cumballa Hill, Mumbai - 400026

. | Dr. Bruce L A Carter 3915, NE Surber, DR Seattle - 98105 US 02331774

5. [Ms. Kalpana Morparia A52 Ahuja Tower CHS, Rajabhau Desai Marg, | 00046081
Prabhadevi, Mumbai - 400025

6. |Mr. Prasad R Menon 264/A, Road No. 12, M.L.A, Colony, Banjara Hills, | 00005078
Hyderabad - 500034

DR. REDDY’S LABORATORIES LIMITED



l?cr). Name of Director Address DIN
7. | Mr. Sridar lyengar 85, Fair Oaks Lane, Atherton - 94027 US 00278512
8. | Mr. Leo Puri Condominium, 37 D-L, Jagamohandas Marg, | 01764813
Napean Sea Road, Mumbai - 400037
9. [Ms. Shikha Sanjaya 4402, The Imperial Tower, South Tower, 00043265
Sharma Tardeo, Mumbai - 400034
10. |Mr. Allan Grant Oberman| 7071, Bayview Avenue, Suite PI12, 08393837
Thornhill Ontario, L3T7Y8 CA
Sr.
No Name of Promoter Address
1. Mr. G V Prasad* H. No. 8-2-579/A/1/2, Plot No 32, Road No 8, Banjara Hills,
Hyderabad - 500034
2. Mr. K Satish Reddy* H. No. 8-2-576/1, Road No 7, Banjara Hills,
Hyderabad - 500034
3. Mrs. G Anuradha* H. No. 8-2-579/A/1/2, Plot No 32, Road No 8, Banjara Hills,
Hyderabad - 500034
4. Mrs. K Samrajyam* H. No. 8-2-576/1, Road No 7, Banjara Hills, Hyderabad - 500034
5. Dr. Reddy’s Holdings 7-1-27, Ameerpet, Hyderabad - 500016
Limited*
6. GV Prasad HUF H. No. 8-2-579/A/1/2, Plot No 32, Road No 8, Banjara Hills,
Hyderabad - 500034
7. K Satish Reddy HUF 7-1-27, Ameerpet, Hyderabad - 500016
8. Mrs. K. Deepti Reddy H. No. 8-2-576/1, Road No 7, Banjara Hills, Hyderabad - 500034
9. Mrs. G.V. Sanjana H. No. 8-2-579/A/1/2, Plot No 32, Road No 8, Banjara Hills,
Reddy Hyderabad - 500034
10. | Ms. G. Mallika Reddy H. No. 8-2-579/A/1/2, Plot No 32, Road No 8, Banjara Hills,
Hyderabad - 500034
11. | APS Trust H. No. 8-2-576/1, Road No 7, Banjara Hills, Hyderabad - 500034
12. | VSD Holdings & 7-1-27, Ameerpet, Hyderabad - 500016
Advisory LLP
13. | Mr. G Sharathchandra H. No. 8-2-579/A/1/2, Plot No 32, Road No 8, Banjara Hills,
Reddy Hyderabad - 500034
14. | Ms. K Shravya Reddy H. No. 8-2-576/1, Road No 7, Banjara Hills, Hyderabad - 500034
15. | Mr. K Vishal Reddy H. No. 8-2-576/1, Road No 7, Banjara Hills, Hyderabad - 500034
*Holding shares in Dr. Reddy’s Laboratories Limited

26.12 Names and addresses of the Directors and Promoters of the Amalgamating Company as on the date of
this notice are as under:

Sg Name of Director Address DIN

1. | Mr. GV Prasad H. No. 8-2-579/A/1/2, Plot No 32, Road No 8, 00057433
Banjara Hills, Hyderabad - 500034

2. Mr. K Satish Reddy H. No. 8-2-576/1, Road No 7, Banjara Hills, 00129701
Hyderabad - 500034

3. | Mrs. G Anuradha H. No. 8-2-579/A/1/2, Plot No 32, Road No 8, 00337663
Banjara Hills, Hyderabad - 500034

4. | Mrs. K. Deepti Reddy H. No. 8-2-576/1, Road No 7, Banjara Hills, 01259238
Hyderabad - 500034
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,\Sk;' Name of Promoter Address
1. Mr. G V Prasad H. No. 8-2-579/A/1/2, Plot No 32, Road No 8, Banjara Hills,
Hyderabad - 500034
2. Mr. K Satish Reddy* H. No. 8-2-576/1, Road No 7, Banjara Hills, Hyderabad - 500034
3 Mrs. G Anuradha* H. No. 8-2-579/A/1/2, Plot No 32, Road No 8, Banjara Hills,
Hyderabad - 500034
4. Mrs. K Samrajyam* H. No. 8-2-576/1, Road No 7, Banjara Hills, Hyderabad - 500034
5. G V Prasad HUF* H. No. 8-2-579/A/1/2, Plot No 32, Road No 8, Banjara Hills,
Hyderabad - 500034
6. K Satish Reddy HUF* H. No. 7-1-27, Ameerpet, Hyderabad - 500016
7. Mrs. K. Deepti Reddy* H. No. 8-2-576/1, Road No 7, Banjara Hills, Hyderabad - 500034
8. Mrs. G.V. Sanjana | H. No. 8-2-579/A/1/2, Plot No 32, Road No 8, Banjara Hills,
Reddy* Hyderabad - 500034
9. Ms. G. Mallika Reddy* H. No. 8-2-579/A/1/2, Plot No 32, Road No 8, Banjara Hills,
Hyderabad - 500034
10. | APS Trust* H. No. 8-2-576/1, Road No 7, Banjara Hills, Hyderabad - 500034
11. | VSD Holdings & | 7-1-27, Ameerpet, Hyderabad - 500016
Advisory LLP
12. | Mr. G Sharathchandra | H. No. 8-2-579/A/1/2, Plot No 32, Road No 8, Banjara Hills,
Reddy Hyderabad - 500034
13. | Ms. K Shravya Reddy H. No. 8-2-576/1, Road No 7, Banjara Hills, Hyderabad - 500034
14. | Mr. K Vishal Reddy H. No. 8-2-576/1, Road No 7, Banjara Hills, Hyderabad - 500034
*Holding shares in Dr. Reddy’s Holdings Limited

26.13 Details of Directors of the Applicant/Amalgamated Company who voted in favour/against/did not
participate on resolution passed at the meeting of the Board of Directors of the Applicant/Amalgamated
Company held on July 29, 2019 are given below:

Sr. Name of Director Votes for_ the Votes Agair_lst Did not yote or
No. Resolution the Resolution Participate
1. Mr. G V Prasad - - v

2. Mr. K Satish Reddy - - v

3. Mr. Bharat N Doshi v - -

4. Dr. Bruce L A Carter v - -

5. Ms. Kalpana Morparia v - -

6. Mr. Prasad R Menon v - -

7. Mr. Sridar lyengar v - -

8. Mr. Leo Puri v - -

9. | Ms. Shikha Sanjaya Sharma v - -

10. | Mr. Allan Grant Oberman v - -

11. | Dr. Omkar Goswami (*) v - -

(*) Term as an Independent director ended with effect from July 30, 2019
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26.14 Details of Directors of the Amalgamating Company who voted in favour/against/did not participate on
resolution passed at the meeting of the Board of Directors of the Amalgamating Company are given

below:
Sr. Name of Director Votes for_ the Votes Agair_lst Did no_t YOte or
No. Resolution the Resolution Participate
1. Mr. G V Prasad v - -
2. | Mr. K Satish Reddy v - -
3. Mrs. G Anuradha v - -
4. Mrs. K. Deepti Reddy v - -

26.15 For the purpose of the amalgamation and arrangement of the Amalgamating Company with
the Applicant/Amalgamated Company, a Share Exchange Report dated July 29, 2019 has
been obtained from N. S. Kumar & Co., Chartered Accountants, describing the methodology
adopted by them in arriving at the share exchange ratio. Keynote Financial Services Limited, a
Category | Merchant Banker after having reviewed the Share Exchange Report of N. S. Kumar
& Co Chartered Accountants and Registered Valuers and on consideration of all the relevant
factors and circumstances, opined that in their view the independent valuer’s proposed share
exchange ratio is fair.

26.16 In compliance with the provisions of Section 232(2)(c) of the Act, the Board of Directors of
Amalgamating Company and the Applicant/Amalgamated Company, in their separate meetings
held on July 29, 2019 respectively, have adopted a report, inter alia, explaining effect of the
Scheme on each class of shareholders, KMP, promoters and non-promoter shareholders
among others. The Amalgamating Company and the Applicant/Amalgamated Company does
not have any depositors, deposit trustee and debenture trustee. There will be no adverse
effect on account of the Scheme as far as the employees and creditors of the Amalgamating
Company and the Applicant/Amalgamated Company are concerned.

26.17 A copy of the proposed Scheme has been filed by the respective Companies before the concerned
Registrar of Companies.

26.18 The following documents will be open for inspection by the Equity Shareholders of
the Applicant/Amalgamated Company at its registered office at 8-2-337, Road No. 3,
Banjara Hills, Hyderabad - 500034, Telangana, India during working hours on all working days
(except Saturdays, Sundays and public holidays) up to the date of the meeting :

(i) Copy of the Order passed by NCLT in Company Scheme Application No. CA (CAA) No. 231/
230/HDB/2019 dated 22nd day of November, 2019 directing Applicant/Amalgamated Company
to, inter alia, convene the meeting of its Equity Shareholders and Unsecured Creditors;

(i) Copy of Company Scheme Application No. CA (CAA) No. 231/230/HDB/2019 along with
annexures filed by the Applicant/Amalgamated Company before NCLT;

(i)  Copy of the Scheme;
(iv)  Copy of Audit Committee Report dated July 29, 2019 of Applicant/Amalgamated Company;

(v) Copy of the Report dated July 29, 2019 adopted by the Board of Directors of the Applicant/
Amalgamated Company and Amalgamating Company, pursuant to the provisions of section
232(2)(c) of the Act;

(vi)  Copy of the resolutions dated July 29, 2019 passed by the Board of Directors of Applicant/
Amalgamated Company and Amalgamating Company approving the Scheme;

(vii)  Copy of the Share Exchange Report dated July 29, 2019 issued by N. S. Kumar & Co., Chartered
Accountants, describing the methodology adopted by them in arriving at the share exchange
ratio;

(viii)  Copy of the Fairness Opinion dated July 29, 2019 issued by Keynote Financial Services Limited;
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(ix)  Copy of the Statutory Auditors’ certificate dated July 29, 2019 issued by S.R. Batliboi & Associates
LLP., Chartered Accountants to Applicant/Amalgamated Company, confirming the compliance of
the accounting treatment as specified by Central Government in Section 133 of the Companies
Act, 2013;

(x) Copy of abridged prospectus providing information pertaining to the unlisted entity i.e.
Amalgamating Company, involved in the scheme as per the format specified in Part E of
Schedule VI of the SEBI (Issue of Capital and Disclosure Requirements) Regulations, 2018
along with a copy of certificate from the Merchant Banker confirming the adequacy and accuracy
of the information contained in above document on unlisted company in terms of Para 3(a) of
Part I(A) of the SEBI circular dated March 10, 2017;

(xi)  Acopy of Complaints Report dated September 5, 2019 of the Applicant/Amalgamated Company
filed with the BSE in terms of Para 6(a) of Part I(A) of the SEBI circular dated March 10, 2017;

(xii)  Acopy of Complaints Report dated September 21, 2019 of the Applicant/Amalgamated Company
filed with the NSE in terms of Para 6(a) of Part I(A) of the SEBI circular dated March 10, 2017;

(xiii) Copy of the Observation letter dated October 11, 2019 issued by the BSE to Applicant/
Amalgamated Company;

(xiv) Copy of the Observation letter dated October 11, 2019 issued by the NSE to Applicant/
Amalgamated Company;

(xv)  Copy of Form No. GNL-1 filed by the Applicant/Amalgamated Company with the concerned
Registrar of Companies along with challan, evidencing filing of the Scheme with the concerned
Registrar of Companies;

(xvi) List of Equity Shareholders of the Applicant/Amalgamated Company as on Friday, November
15, 2019;

(xvii) Copy of the Memorandum and Articles of Association of the Applicant/Amalgamated Company
and Amalgamating Company;

(xviii) Copy of the annual reports of Applicant/Amalgamated Company and Amalgamating Company
for the financial years ended March 31, 2017, March 31, 2018 and March 31, 2019;

(xix) Copy of the Audited Financial Statements of Applicant/Amalgamated Company and
Amalgamating Company, for the year ended on March 31, 2019;

(xx)  Copy of unaudited financial results of the Applicant/Amalgamated Company for the period ended
September 30, 2019;

(xxi) Copy of unaudited financial statements of the Amalgamating Company for the period ended
September 30, 2019; and

(xxii) Copy of the Register of Directors and KMP and shareholding maintained under Section 170 of
the Companies Act, 2013, of Applicant/Amalgamated Company.

26.19 This statement may be treated as an Explanatory Statement under Sections 230(3), 232(1), 232(2) and
102 and any other applicable provisions of the Companies Act, 2013 read with Rule 6 of the Companies
(Compromises, Arrangements and Amalgamations) Rules, 2016.

Sd/-
Amir Ali M. Bavani
Chairperson appointed for the meeting

Dated this 26th day of November, 2019

Registered office:
8-2-337, Road No. 3, Banjara Hills, Hyderabad - 500034.
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Annexure - 1

SCHEME OF AMALGAMATION AND ARRANGEMENT
AMONG

DR. REDDY’S HOLDINGS LIMITED
(Amalgamating Company)

AND

DR. REDDY’S LABORATORIES LIMITED
(Amalgamated Company)

AND
THEIR RESPECTIVE SHAREHOLDERS

(Under Sections 230 - 232 read with Section 66 of the Companies Act, 2013 and rules framed
thereunder)

For Dr. REDDY'S LABORATORIES

For Dr. Reddy's Holdings Limited VY
) /
SAN DAR
CcOM ECRETARY

Authorised Signatéry

Page 1 0t 20
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PREAMBLE

This Scheme of Amalgamation and Arrangement (“Scheme™) is presented pursuant to the
provisions of Sections 230 - 232 read with Section 66 and other relevant provisions of the
Companies Act, 2013, as may be applicable, and Section 2(1B) and other relevant provisions of
the Income-tax Act, 1961, as applicable for the:

(i) Amalgamation (as defined hereinafter) of the Amalgamating Company (as defined
hereafter) with the Amalgamated Company (as defined hereafter);

(ii) the reduction of equity share capital to the extent held by the Amalgamating Company in
the Amalgamated Company and corresponding issue of shares by the Amalgamated
Company to the shareholders of Amalgamating Company pursuant to the Amalgamation;
and

(iii) ~ various other matters incidental, consequential or otherwise integrally connected
therewith.

(A) DESCRIPTION OF THE COMPANIES

Dr. Reddy’s Holdings Limited is a public company, limited by shares, incorporated under
the Companies Act (as defined hereunder) on July 12, 1994, under corporate identity
number U67120TG1994PLCO017906 and having its registered office at 7-1-27, Ameerpet,
Hyderabad — 500016, Telangana, India (hereinafter referred to as “DRHL” or the
“Amalgamating Company”). The Amalgamating Company was initially incorporated as
a private limited company by the name of “Dr. Reddy’s Holdings Private Limited”.
Further, it became a public limited company with effect from May 4, 2009 and the name
of the Amalgamating Company was changed to “Dr. Reddy's Holdings Limited”. DRHL
is engaged inter alia, in business of holding investments. Further, it holds 24.88% (as on
March 31, 2019) of the equity share capital of the Amalgamated Company.

2. Dr. Reddy’s Laboratories Limited is a public company, limited by shares, incorporated
under the Companies Act (as defined hereunder) on February 24, 1984, under corporate
identity number L85195TG1984PLC004507 and having its registered office at 8-2-337,
Road No. 3, Banjara Hills, Hyderabad — 500034, Telangana, India (hereinafter referred to
as “DRL” or the “Amalgamated Company™). It was initially incorporated as a private
limited company by the name of “Dr. Reddy's Laboratories Private Limited”. Further, it
became a public limited company pursuant to the fresh certificate of incorporation dated
December 06, 1985 and the name of the Amalgamated Company was changed to “Dr.
Reddy's Laboratories Limited”. The equity shares of the Amalgamated Company are listed
on the BSE Limited (Bombay Stock Exchange) (“BSE”) and the National Stock Exchange
of India Limited (“NSE”) (hereinafter collectively referred to as the “Stock Exchanges”)
and its American Depository Receipts (as defined hereinaftery are listed on the New York
Stock Exchange Inc. (“NYSE”). DRL is an integrated pharmaceutical company,
committed to providing affordable and innovative medicines for healthier lives. Through
its three businesses - pharmaceutical services and active ingredients, global generics and
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proprietary products, DRL offers a portfolio of products and services including active
pharmaceutical ingredients, custom pharmaceutical services, generics, biosimilars and
differentiated formulations.

(B) RATIONALE AND SALIENT FEATURES OF THE SCHEME

It is proposed to amalgamate DRHL with DRL by this Scheme, as a result of which the
shareholders of DRHL viz. Promoters (as defined hereinafter) shall directly hold shares in
DRL.

The Amalgamation will lead to simplification of the shareholding structure and reduction
of shareholding tiers and demonstrate direct commitment to and engagement with DRL of
/ by the Promoters. Further, the Amalgamation shall have no adverse implications for
DRHL, DRL, or public shareholders of DRL.

The Promoter Group cumulatively will continue to hold the same number of shares in
DRL, pre and post the amalgamation.

All costs, charges and expenses relating to the Scheme will be borne out of the Surplus
Assets (as defined hereinafier) of DRHL. Further, any expense, if exceeding the Surplus
Assets of DRHL would be borne directly by the Promoters.
The Scheme also provides that the Promoters / Indemnifying Parties (as defined
hereingfter) will jointly and severally indemnify, defend and hold harmless the
Amalgamated Company, its directors, employees, officers, representatives, or any other
person authorized by the Amalgamated Company (excluding the Promoters) for any
liability, claim, or demand, which may devolve upon the Amalgamated Company on
account of this amalgamation.

(C) PARTS OF THE SCHEME OF AMALGAMATION AND ARRANGEMENT
This Scheme of Amalgamation and Arrangement is divided into the following parts:

Part I: Definitions, Interpretation and Capital Structure;

Part II: Amalgamation of DRHL/Amalgamating Company with DRL/Amalgamated
Company;

Part III: General terms and conditions applicable to the Scheme.

¢ Reddy's Holdings Limited

\ DAR
\/\‘ ‘{“‘% Q‘q : compr 7o

Authorised Signatory

For D

Page 3 of 20

Notice of Shareholders Meeting



ATION AND CAPITAL STRUCTURE
1. DEFINITIONS

Tn this Scheme (as defined hereinafier), unless repugnant to the meaning or context thereof,
the following expressions shall have the meaning mentioned herein below:

1.1 “Act” or “Companies Act” means the Companies Act, 2013 read with the Companies
(Compromises, Arrangements and Amalgamations) Rules, 2016 and other applicable rules
and regulations, for time being in force, if any or applicable provisions of the erstwhile
Companies Act, 1956 (as the case may be) including any statutory modification or re-
enactment thereof. References in this Scheme to particular provisions of the Act shall be
deemed to mean and include references to particular provisions of the Companies Act,
2013 unless stated otherwise.

1.2 “Amalgamated Company” shall have the meaning ascribed to it in Paragraph (A)(2) of
the Preamble above.

1.3 “Amalgamating Company” shall have the meaning ascribed to it in Paragraph (A)(1) of
the Preamble above.

1.4 “Amalgamation” means the amalgamation of the Amalgamating Company with the
Amalgamated Company, pursuant to Sections 230 — 232 read with Section 66 and other
relevant provisions of the Companies Act, and applicable provisions of Companies
(Compromises, Arrangements and Amalgamations) Rules, 2016 and other relevant rules
and regulations, and Section 2 (1B) and other relevant provisions of the Income-tax Act,
1961.

1.5 “American Depository Receipts” shall mean the depository receipts of the Amalgamated
Company listed on NYSE.

1.6 “Applicable Law(s)” means any statute, law, regulation, ordinance, rule, judgment, order,
decree, by-law, approval from the concerned authority, Governmental Authority
resolution, order, directive, guideline, policy, requirement, or other governmental
restriction or any similar form of decision of, or determination by, or any interpretation or
adjudication having the force of law of any of the foregoing, by any concerned authority
having jurisdiction over the matter in question.

1.7 “Appointed Date” means April 01, 2019 or such other date as may be approved by
National Company Law Tribunal at Hyderabad Bench, Hyderabad, for the purposes of this
Scheme and Income-tax Act, 1961.

1.8 “Board of Directors” or “Board” in relation to the Amalgamating Company and/or the
Amalgamated Company, as the case may be, shall, unless it be repugnant to the context or
otherwise, include a committee of directors or any person authorized by the board of
directors or such committee as may be constituted by the board of directors.
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1.9 “Clause” and “sub-Clause” means the relevant clauses and sub-clauses set out in this
Scheme.

1.10  “Companies” shall mean jointly referring to the Amalgamating Company and the
Amalgamated Company.

1.11  “Corporate Action” shall mean sub-division, consolidation, or re-organization or any
other type of capital restructuring activities including but not limited to issue of bonus/right
shares excluding grant of employee’s stock options and consequent allotment, by the
Amalgamated Company until the effectiveness of the Scheme which would impact the
shareholding interest of the Amalgamating Company in the Amalgamated Company in
any way whatsoever.

1.12  “Effective Date” means the date on which the Scheme shall become effective pursuant to
Clause 13 of the Scheme. Any references in this Scheme to “upon this Scheme becoming
effective” or “effectiveness of this Scheme” or “after this Scheme becomes effective” means
and refers to the Effective Date.

1.13  “Governmental Authority” means any government authority, statutory authority,
government department, agency, commission, board, tribunal or court or other law, rule or
regulation making entity having or purporting to have jurisdiction on behalf of the Republic
of India or any state or other subdivision thereof or any municipality, district or other
subdivision thereof.

1.14  “Indemnified Persons” shall mean to include Amalgamated Company, its directors,
employees, officers, representatives, or any other person authorized by the Amalgamated
Company, however, excluding the Promoters.

1.15  “Indemnifying Parties” shall mean to include Promoters / Promoter Group and Stamlo
Industries Limited, a company incorporated under the Companies Act on May 14, 1996,
under corporate identity number U73100TG1996PLC024085 and having registered office
at 4" Floor, Hotel Green Park, 7-1-26 Greenlands, Begumpet, Hyderabad (@ company in
which Promoters hold 100% equity shares).

.16  “NCLT” means the National Company Law Tribunal, Hyderabad Bench at Hyderabad
having jurisdiction over the Amalgamated Company and the Amalgamating Company.

1.17  “New Equity Shares” shall mean the equity shares of Amalgamated Company to be issued
and allotted to members of Amalgamating Company in a manner detailed under Clause 10.1
of the Scheme.

1.18  “Promoters” / “Promoter Group” shall mean such persons who are included in the
category of promoter and promoter group as defined under the Securities and Exchange
Board of India (Issue of Capital and Disclosure Requirements) Regulations, 2018 for the
purposes of DRL.
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1.19  “Record Date” shall mean the date to be fixed by the Board of Directors of the
Amalgamating Company and the Amalgamated Company for the purpose of determining
the members of the Amalgamating Company to whom equity shares of Amalgamated
Company will be allotted pursuant to this Scheme.

1.20  “RoC” means the Registrar of Companies at Hyderabad having jurisdiction over the
Amalgamating Company and the Amalgamated Company.

121 “Scheme” or “the Scheme” or “this Scheme” means this Scheme of Amalgamation and
Arrangement among the Amalgamating Company and the Amalgamated Company and their
respective shareholders pursuant to the provisions of Sections 230 - 232 read with Section
66 and other relevant provisions of the Companies Act, 2013, as may be applicable, and
Section 2(1B) and other relevant provisions of the Income-tax Act, 1961, as applicable, in
its present form (including any annexures, schedules, etc., annexed/attached hereto), along
with such modifications and amendments as may be made from time to time.

.22  “SEBI” shall mean Securities and Exchange Board of India.

1.23  “SEBI Scheme Circular” shall mean the SEBI Circular dated March 10, 2017, bearing
reference number CFD/DIL3/CIR/2017/21, as amended or replaced from time to time.

1.24  “Share Exchange Report” shall mean the registered valuer report on the share exchange
ratio dated July 29, 2019 issued by N.S. Kumar & Co., Independent Chartered Accountants
and Registered Valuer.

1.25  “Surplus Assets” shall mean all net assets of the Amalgamating Company (including cash
and cash equivalents) other than the investments made in the Amalgamated Company.

2. INTERPRETATION

2.1 The terms “hereof”, “herein”, “hereby”, “hereto” and derivative or similar words used in
this Scheme refers to this entire Scheme.

2.2 The terms, words and expressions, which are used in this Scheme and not defined in this
Scheme shall, unless repugnant or contrary to the context or meaning hereof, have the same
meaning ascribed to them under the Companies Act, the Securities Contracts (Regulation)
Act, 1956, the Securities and Exchange Board of India Act, 1992 (including the regulations
made there under), the Depositories Act, 1996 and other applicable laws, rules, regulations,
guidelines, bye-laws, as the case may be, including any statutory modification or re-
enactment thereof, from time to time.

3. DATE OF TAKING EFFECT AND OPERATIVE DATE

The Scheme set out herein in its present form or with any modification(s) approved or
imposed or directed by the NCLT shall be effective from the Appointed Date but shall be
operative from the Effective Date.
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4. SHARE CAPITAL

4.1 The share capital of the Amalgamating Company as on March 31, 2019 is as follows:
Authorized Capital
25,00,000 equity shares of INR 100 each 25,00,00,000
Total 25,00,00,000
Issued, Subscribed and Paid-up Capital
8,04,080 equity shares of INR 100 each 8,04,08,000
Total 8,04,08,000

Subsequent to March 31, 2019, there has been no change in the authorized, issued,
subscribed and paid-up capital of Amalgamating Company.

42 The share capital of Amalgamated Company as on March 31, 2019 is as follows:

Authorized Capital

24,00,00,000 equity shares of INR 5 each 120,00,00,000
Total 120,00,00,000
Issued Capital

16,60,66,148 equity shares of INR 5 each 83,03,30,740

Total 83,03,30,740

Subscribed and Paid-up Capital

16,60,65,948 equity shares of INR 5 each 83,03,29,740
Total 83,03,29,740

The equity shares of the Amalgamated Company are listed on the Stock Exchanges.

As on March 31, 2019, the issued and paid-up share capital includes 2,34,37,729 equity
shares represented by 2,34,37,729 American Depository Receipts. The American
Depository Receipts are listed on the NYSE.

As on March 31, 2019, the Amalgamated Company has 5,31,356 outstanding employee

stock options, the exercise of which may result in an increase in the issued and paid-up
share capital of the Amalgamated Company. '
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PART I1: AMALGAMATION OF AMALGAMATING COMPANY WITH
AMALGAMATED COMPANY

S. TRANSFER AND VESTING OF AMALGAMATING COMPANY

5.1 With effect from the Appointed Date, and upon the Scheme becoming effective, the
Amalgamating Company shall stand transferred to and be vested in the Amalgamated
Company, as a going concern, without any further deed or act, together with all the
properties, assets, rights, liabilities, benefits and interest therein as detailed below.

5.2 Subject to the provisions of the Scheme in relation to the modalities of transfer and vesting,
on occurrence of the Effective Date, the whole of the business, personnel, property, assets,
investments, rights, benefits and interest therein of the Amalgamating Company shall, with
effect from the Appointed Date, stand transferred to and be vested in the Amalgamated
Company, without any further act or deed, and by virtue of the order passed by the NCLT.
Without prejudice to the generality of the above, and in particular, the Amalgamating
Company shall stand transferred to and be vested in the Amalgamated Company in the
manner provided below:

(i) all assets of the Amalgamating Company, as are movable in nature or incorporeal
property or are otherwise capable of transfer by manual delivery or by
endorsement and delivery or by vesting pursuant Lo this Scheme, il any, shall stand
vested in the Amalgamated Company;

(ii) all movable properties of the Amalgamating Company, other than those specified
in sub- clause (i) above, including but not limited to sundry debtors, outstanding
loans and advances, if any, recoverable in cash or in kind or for value to be
received, bank balances, cash in hand, deposits, investments (including
investments in securities of other companies whether, shares, stocks, debentures,
units, or other similar instruments) if any, shall without any further act, instrument
or deed, become the property of the Amalgamated Company;

(iii) all debts, liabilities, contingent liabilities, duties and obligations, secured or
unsecured, whether provided for or not in the books of account or disclosed in the
balance sheets of the Amalgamating Company, shall, be deemed to be the debts,
liabilities, contingent liabilities, duties and obligations of the Amalgamated
Company and the Amalgamated Company undertakes to meet, discharge and
satisfy the same unless otherwise stated in this Scheme;

(iv) all contracts, deeds, bonds, agreements, schemes, arrangements and other
instruments, permits, rights, entitlements, licenses in relation to the Amalgamating
Company, shall be in full force and effect on the Amalgamated Company and may
be enforced as fully and effectually as if, instead of the Amalgamating Company,
the Amalgamated Company had been a party thereto;

w) any pending suit/appeal or other proceedings of whatsoever nature relating to the
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Amalgamating Company, whether by or against the Amalgamating Company,
shall not abate or be discontinued or in any way prejudicially affected by reason
of the amalgamation of the Amalgamating Company or of anything contained in
this Scheme, but the proceedings shall continue and any prosecution shall be
enforced by or against the Amalgamated Company in the same manner and to the
same extent as they would or might have been continued, prosecuted and/or
enforced by or against the Amalgamating Company, as if this Scheme had not
been made. The Amalgamated Company shall file necessary application for
transfer of all pending suit/appeal or other proceedings of whatsoever nature
relating to Amalgamating Company;

(vi) all employees of the Amalgamating Company, who are on its pay roll shall be
engaged by the Amalgamated Company, on such terms and conditions as are no
less favourable than those on which they are currently engaged by the
Amalgamating Company, without any interruption of service as a result of this
amalgamation and transfer. With regard to provident fund, gratuity, leave
encashment and any other special scheme or benefits created or existing for the
benefit of such employees of the Amalgamating Company, upon this Scheme
becoming effective, the Amalgamated Company shall stand substituted for the
Amalgamating Company for all purposes whatsoever, in accordance with the
provisions of applicable laws and in terms of this Scheme. It is hereby clarified
that upon this Scheme becoming effective, the aloresaid benefits or schemes shall
continue to be provided to the transferred employees and the services of all the
transferred employees of the Amalgamating Company for such purpose, shall be
treated as having been continuous;

(vii)  all statutory licenses, permissions or approvals or consents held by the
Amalgamating Company required to carry on its operations shall stand transferred
to and be vested in the Amalgamated Company without any further act or deed,
and shall, as may be required, be appropriately mutated by the statutory authorities
concerned therewith in favor of the Amalgamated Company. The benefit of all
statutory and regulatory permissions, approvals and consents of the Amalgamating
Company shall vest in and become available to the Amalgamated Company
pursuant to the Scheme;

(viii) any and all registrations, goodwill, licenses appertaining to the Amalgamating
Company shall stand transferred to and vested in the Amalgamated Company; and

(ix) all taxes payable by the Amalgamating Company, if any, including all or any
refunds of claims shall be treated as the tax liability or refunds/claims as the case
may be of the Amalgamated Company.

6. TAX

6.1 Any tax liabilities under the Income-tax Act, 1961 or other applicable laws/regulations
dealing with taxes/ duties/ levies allocable or related to the business of Amalgamating
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6.2

6.3

6.4

6.5

6.6

Company to the extent not provided for or covered by tax provision in the accounts made
as on the date immediately preceding the Appointed Date shall be transferred to the
Amalgamated Company.

Any surplus in the provision for taxation/ duties/ levies account including but not limited
to the advance tax, tax deducted at source by the customers and MAT credit, CENVAT
credit, Goods and Services Tax credit as on the date immediately preceding the Appointed
Date will also be transferred to Amalgamated Company. Any refund under the Income-tax
Act, 1961 or other applicable laws/ regulations dealing with taxes/ duties/ levies allocable
or related to the business of Amalgamating Company or due to Amalgamating Company,
consequent to the assessment made in respect of Amalgamating Company, for which no
credit is taken in the accounts as on the date immediately preceding the Appointed Date,
shall also belong to and be received by Amalgamated Company.

The tax payments (including without limitation income tax, tax on distribution of
dividends, service tax, excise duty, central sales tax, Goods and Services Tax, applicable
state value added tax or any other taxes as may be applicable from time to time) whether
by way of tax deducted at source by the customers, advance tax or otherwise howsoever,
by Amalgamating Company after the Appointed Date, shall be deemed to be paid by
Amalgamated Company and shall, in all proceedings, be dealt with accordingly.
Notwithstanding the above, any tax deducted at source by either the Amalgamating
Company or the Amalgamated Company on account of intercompany transactions
between Amalgamated Company and Amalgamating Company post the Appointed Date,
shall be deemed to be advance tax paid by the Amalgamated Company and shall, in all
proceedings, be dealt with accordingly.

Upon the Scheme becoming Effective, with effect from the Appointed Date,
Amalgamating Company and Amalgamated Company are expressly permitted to prepare
and/or revise, as the case may be, their financial statements and returns along with the
prescribed forms, filings and annexure under the Income-tax Act, 1961, central sales tax,
applicable state value added tax, service tax laws, Goods and Services Tax and other tax
laws, if required, to give effects to provisions of the Scheme.

All tax assessment proceedings/appeals of whatsoever nature by or against the
Amalgamating Company pending and/or arising at the Appointed Date and relating to
Amalgamating Company shall be continued and/or enforced until the Effective Date as
desired by Amalgamated Company. As and from the Effective Date, the tax proceedings/
appeals shall be continued and enforced by or against Amalgamated Company (for and on
behalf of the Amalgamating Company) in the same manner and to the same extent as
would or might have been continued and enforced by or against Amalgamating Company.
Further, the aforementioned proceedings shall not abate or be discontinued nor be in any
way prejudicially affected by reason of the amalgamation of Amalgamating Company with
Amalgamated Company or anything contained in the Scheme.

Upon the Scheme coming into effect, any obligation for deduction of tax at source on any
payment made by or to be made by Amalgamating Company shall be made or deemed to

Page 10 ot'20

DR. REDDY’S LABORATORIES LIMITED



have been made and duly complied with by the Amalgamated Company

6.7 Upon the Scheme becoming effective, the Amalgamated Company is expressly entitled to
revise its direct or indirect tax returns and related withholding certificates and shall be
entitled to claim refund, advance tax credits pertaining to Amalgamating Company with
effect from the Appointed Date, if any.

6.8 The provisions of this Scheme as they relate to the amalgamation of Amalgamating
Company into and with Amalgamated Company have been drawn up to comply with the
conditions relating to “amalgamation” as defined under Section 2(IB) of the Income-tax
Act, 1961. If any terms or provisions of the Scheme are found or interpreted to be
inconsistent with the provisions of the said Section of the Income-tax Act, 1961, at a later
date including resulting from an amendment of law or for any other reason whatsoever,
the provisions of the said Section of the Income-tax Act, 1961, shall prevail and the
Scheme shall stand modified to the extent determined necessary to comply with Section
2(1B) of the Income-tax Act, 1961. Such modification will, however, not affect the other
parts of the Scheme.

7 CONDUCT OF THE AMALGAMATING COMPANY TILL THE EFFECTIVE
DATE

7.1 With effect from the Appointed Date and up to and including the Effective Date:

(i) The Amalgamating Company shall be deemed to have been carrying on and shall
carry on its business and activities and shall be deemed to have held and stood
possessed of and shall hold and stand possessed of all its properties and assets for
and on account of and in trust for Amalgamated Company;

(i) The Amalgamating Company hereby undertakes to hold its assets with utmost
prudence until the Effective Date;

(iif)  The Amalgamating Company shall carry on its business and activities with
reasonable diligence, business prudence in the ordinary course of business and
shall not undertake any additional financial commitments of any nature
whatsoever, borrow any amounts or incur any additional liabilities or expenditure,
issue any additional guarantees, indemnities, letters of comfort or commitment
either for itself or on behalf of its affiliates or associates or any third party, or sell,
transfer, alienate, charge, mortgage or encumber or deal, in any of its properties/
assets, except: (a) when the same is expressly provided in this Scheme; or (b) when
the same is in the ordinary course of business as carried on by it as on the date of
filing of this Scheme in the NCLT (excluding sale, transfer, alienate, charge,
mortgage or encumber or deal with its investments in DRL); or (c) when a prior
written consent of the Amalgamated Company has been obtained in this regard;

(iv) Except by mutual consent of the Board of Directors of the Amalgamating
Company and the Amalgamated Company and subject to changes pursuant to
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commitments, obligations or arrangements prior to the Appointed Date or as part
of this Scheme, pending sanction of this Scheme by the NCLT, the Amalgamating
Company shall not make any change in its capital structure either by any increase
(by issue of equity shares, bonus shares, preference shares, convertible debentures
or otherwise), decrease, reduction, reclassification, sub- division or consolidation,
re-organisation or in any other manner, which would have the effect of
reorganisation of capital of the Amalgamating Company;

(v) The Amalgamating Company shall not vary or alter, except in the ordinary course
of its business or pursuant to any pre-existing obligations, undertaken prior to the
date of approval of the Scheme by the Board of Directors of the Amalgamating
Company, the terms and conditions of employment of any of its employees except
with the written concurrence of the Amalgamated Company;

(vi) The Amalgamating Company shall not alter or expand its business except with the
written concurrence of the Amalgamated Company; and

(vii)  The Amalgamating Company shall not amend its memorandum of association and
/ or its articles of association, except with the written concurrence of the
Amalgamated Company.

7.2 All the profits or income accruing or arising to the Amalgamating Company or expenditure
or losses arising or incurred or suffered by it with effect from Appointed Date shall for all
purposes be treated and be deemed to be accrued as the income or profits or losses or
expenditure, as the case may be, of the Amalgamated Company respectively, unless
otherwise provided in this Scheme.

7.3 With effect from the Effective Date, the Amalgamated Company shall commence and
carry on and shall be authorized to carry on the business of the Amalgamating Company.

7.4 Upon this Scheme becoming effective, the Amalgamating Company shall stand dissolved,
without following the procedure of winding up prescribed under the Insolvency and
Bankruptcy Code, 2016, as may be applicable.

7.5 For the purpose of giving effect to the amalgamation order passed under Sections 230 -
232 and other applicable provisions of the Companies Act in respect of the Scheme by
NCLT, the Amalgamated Company shall, at any time pursuant to the order on the Scheme,
be entitled to get the recordal of the change in the legal right(s) upon the amalgamation of
the Amalgamating Company, in accordance with the provisions of Sections 230 - 232 of
the Companies Act.

7.6 For the avoidance of doubt and without prejudice to the generality of the applicable
provisions of the Scheme, it is clarified that with effect from the Effective Date and till such
time that the name of the bank accounts of the Amalgamating Company have been replaced
with that of the Amalgamated Company, the Amalgamated Company shall be entitled to
operate the bank accounts of the Amalgamating Company in the name of the Amalgamating
Company in so far as may be necessary. All cheques and negotiable instruments, payment
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orders received or presented for encashment which are in the name of the Amalgamating
Company after the Effective Date shall be accepted by the bankers of the Amalgamated
Company and credited to the account of the Amalgamated Company, if presented by the
Amalgamated Company. Similarly, till the time any regulatory registrations of the
Amalgamating Company are closed / suspended and regulatory filings are required to be
done on such registrations, the Amalgamated Company shall be entitled to do so to comply
with the relevant regulations.

7.7 Until the effectiveness of the Scheme, in the event the Amalgamated Company declares
and distributes dividends (including interim dividends) or undertakes any Corporate
Action (such as bonus issue / rights issue etc.), the Amalgamating company shall be duly
entitled to the same.

7.8 Notwithstanding anything contained herein, in the event any dividends are declared by the
Amalgamated Company before the Scheme becoming effective, the Amalgamating
Company being entitled to the same due to its shareholding in the Amalgamated Company,
shall ensure that such entitlements are immediately distributed amongst its shareholders
by way of dividends.

8. SAVING OF CONCLUDED TRANSACTIONS

The transfer and vesting of the assets, liabilities and obligations pertaining /relating to the
Amalgamating Company, pursuant to this Scheme, and the continuance of the proceedings
by or against the Amalgamated Company, under this Scheme shall not affect any transactions
or proceedings already completed by the Amalgamating Company, on and after the
Appointed Date to the end and intent that Amalgamated Company accepts all acts, deeds
and things done and executed by and/ or on behalf of the Amalgamating Company, as acts,
deeds and things done and executed by and on behalf of Amalgamated Company.

9. COMBINATION OF AUTHORISED SHARE CAPITAL
9.1 On coming into effect of this Scheme:

(i) The authorized share capital of the Amalgamating Company shall be deemed to have
been reclassified into equity shares of INR 5 (Rupees Five only) each and shall stand
transferred to and be amalgamated with the authorized share capital of the
Amalgamated Company without any requirement of any further act, instrument or
deed on the part of the Amalgamated Company, including payment of stamp duty and
fees payable to the relevant Registrar of Companies;

(i) The authorized share capital of the Amalgamated Company shall automatically stand
increased without any further act or deed on the part of the Amalgamated Company,
including payment of stamp duty and RoC fees. The Memorandum of Association
and Articles of Association of the Amalgamated Company accordingly without any
further act or deed be and stand altered, modified and amended, and the consent of
the shareholders of the Amalgamated Company shall be deemed to be sufficient for
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the purposes of effecting this amendment, and no further resolution(s) under Section
13, Section 61 or any other applicable provisions of the Companies Act, would be
required to be separately passed. For this purpose, the filing fees and stamp duty
already paid by the Amalgamating Company towards their authorized share capital
shall be utilized and applied to the increased authorized share capital of the
Amalgamated Company, and shall be deemed to have been so paid by the
Amalgamated Company on such combined authorized share capital and, accordingly,
the Amalgamated Company shall not be required to pay any fees/ stamp duty on the
authorized share capital so increased.; and

(iii) Pursuant to the Scheme and after the Scheme becomes effective, the authorized share
capital of the Amalgamated Company will be INR 145,00,00,000 (Rupees One
Hundred and Forty Five Crores only).

9.2 It is clarified that the approval of the members of the Amalgamated Company to the
Scheme shall be deemed to be their consent/approval also to the alteration of the
Memorandum and Articles of Association of the Amalgamated Company as may be
required under the Act, and Clause V.a. of the Memorandum of Association of the
Amalgamated Company shall respectively stand substituted by virtue of the Scheme to
read as follows:

Clause V.a. of the Memorandum of Association of the Amalgamated Company

“The authorized share capital of the Company is INR [45,00,00,000 (Rupees One Hundred
and Forty-Five Crores only) divided into 29,00,00,000 (Twenty-Nine Crores) equity shares
of INR 5/- (Rupees Five only) each”

10. CONSIDERATION

10.1  Upon the coming into effect of the Scheme, and in consideration of the amalgamation of
the Amalgamating Company with the Amalgamated Company, the Amalgamated
Company shall, without any further act or deed and without any further payment, basis the
Share Exchange Report, issue and allot to the shareholders of Amalgamating Company
(whose name is recorded in the register of members of the Amalgamating Company as on
Record Date) equal number of equity shares as held by the Amalgamating Company in the
Amalgamated Company in the following manner:

%4,13,25,300 (Four Crores Thirteen Lakhs Twenty Five Thousand and Three Hundred)
Sully paid up equity shares of the face value of INR 5 each of the Amalgamated Company
shall be issued and allotted as fully paid up equity shares to the equity shareholders of the
Amalgamating Company, in proportion to their holding of 8,04,080 fully paid up equity
shares of the face value of INR 100 each in the Amalgamating Company”

10.2  In the event that the New Equity Shares entitled to be issued result in fractional
entitlements, the Board of Directors of the Amalgamated Company shall be empowered to
consolidate and/or round off such fractional entitlements into whole number of equity
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shares to an integer in a manner to ensure that only 4,13,25,300 (Four Crores Thirteen
Lakhs and Twenty Five Thousand and Three Hundred) number of fully paid equity shares
of INR 5/- (Rupees Five only) each to be issued to the shareholders of the Amalgamating
Company.

Pursuant to issuance of New Equity Shares, the shareholders of the Amalgamating
Company shall become the shareholders of the Amalgamated Company.

Since the equity shares of the Amalgamated Company are dematerialized, the shareholders
of the Amalgamating Company shall be issued New Equity Shares in dematerialized form.

The New Equity Shares of the Amalgamated Company issued in terms of this Scheme will
be listed and/ or admitted to trading on the Stock Exchanges where the shares of the
Amalgamated Company are listed and/or admitted to trading subject to necessary
approvals under SEBI regulations and from the Stock Exchanges and all necessary
applications and compliances being made in this respect by the Amalgamated Company.

In the event of there being any pending share transfers, whether lodged or outstanding, of
any shareholder of the Amalgamating Company, the Board of Directors of the
Amalgamated Company shall be empowered in appropriate cases, prior to or even
subsequent to the Record Date, to effectuate such a transfer as if such changes in the
registered holder were operative as on the Record Date, in order to remove any difficulties,
after the effectiveness of this Scheme.

The New Equity Shares to be issued to the members of the Amalgamating Company above
shall be subject to the Memorandum and Articles of Association of the Amalgamated
Company and shall rank pari passu with the existing equity shares of the Amalgamated
Company in all respects.

In the event that the Amalgamated Company change their capital structures by way of any
Corporate Action, the share exchange ratio mentioned in Clause 10.1 shall further be
suitably modified/adjusted to give effect to such Corporate Actions.

For the purpose of issue of the New Equity Shares to the shareholders of the Amalgamating
Company, the Amalgamated Company shall be deemed to be in compliance with necessary
compliances under relevant provisions of Companies Act for the issue and allotment by
the Amalgamated Company of New Equity Shares to the members of the Amalgamating
Company under the Scheme.

REDUCTION OF EQUITY SHARE CAPITAL OF AMALGAMATED COMPANY

All equity shares held by the Amalgamating Company in the share capital of the
Amalgamated Company as on the Effective Date (i.e. 4,13,25,300 equity shares), shall
stand cancelled, without any further act or deed, upon this Scheme becoming effective.
Accordingly, the share capital of Amalgamated Company shall stand reduced to the extent
of the face value of shares held by the Amalgamating Company in the Amalgamated
Company.
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(1.3  Thereduetien I the share aapltal of the Amalgamated Company as aenterplated In Clause
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(iv) The sanctioning of this Scheme by the NCLT, whether or not with any modifications or
amendments as NCLT may deem fit or otherwise;

(v) The filing of the certified copies of the orders of the NCLT with the RoC, by the
Amalgamating Company and Amalgamated Company, as the case may be;

(vi) Compliance with such other conditions as may be imposed by NCLT;

(vii)  The requisite consent, approval or permission of the Central Government or any
Governmental Authorities including Stock Exchanges, Reserve Bank of India, which by
law may be necessary for the implementation of this Scheme; and

(viii)  Any other sanctions and orders as may be directed by the NCLT in respect of the Scheme.
14. APPLICATION TO THE NCLT

14.1  The Amalgamating Company and Amalgamated Company shall, with all reasonable
dispatch, make necessary applications to the NCLT where the respective registered offices
of the Amalgamating Company and the Amalgamated Company are situated, for convening
and/or seeking exemption to convene meetings of shareholders/ creditors and for sanctioning
this Scheme under Sections 230 — 232 of the Act, for an order thereof, for carrying this
Scheme into effect and for dissolution of Amalgamating Company without winding up.

142  The Amalgamated Company shall be entitled, pending the sanction of the Scheme, to apply
to any Governmental Authority, if required under any law for such approvals which the
Amalgamated Company may require to own the undertaking of the Amalgamating Company
and to carry on the business of the Amalgamating Company.

15. MODIFICATIONS/AMENDMENTS TO THE SCHEME

151  The Amalgamating Company and the Amalgamated Company (acting through their
respective Boards of Directors) may assent to any modifications or amendments to this
Scheme, which the NCLT and/or any other authorities may deem fit to direct or impose or
which may otherwise be considered necessary or desirable for settling any question or doubt
or difficulty that may arise for implementing and/or carrying out this Scheme. The
Amalgamating Company and the Amalgamated Company (acting through its respective
Boards of Directors) be and is hereby authorized to take such steps and do all acts, deeds and
things as may be necessary, desirable or proper to give effect to this Scheme and to resolve
any doubts, difficulties or questions, whether by reason of any order of the NCLT or of any
directive or order of any other authorities or otherwise howsoever arising out of, under or by
virtue of this Scheme and/or any matters concerning or connected therewith.

152 The Board of Directors of the Amalgamating Company and the Amalgamated Company
shall be entitled, in a mutually agreeable manner, to revoke, cancel and declare the Scheme
of no effect if they are of view that the coming into effect of the Scheme could have adverse
implications on Amalgamating Company and/or Amalgamated Company.
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In the event of any of the conditions that may be imposed by the NCLT or other authorities
which the Amalgamating Company and the Amalgamated Company may find unacceptable
for any reason, then the Amalgamating Company and/or Amalgamated Company are at
liberty to withdraw the Scheme in accordance with the procedures prescribed to do so.

If any issue arises as whether any asset, liability pertains to the Amalgamating Company
and/or the Amalgamated Company, or not under this Scheme, the same shall be decided by
the Board of Directors of the Amalgamating Company and/or Amalgamated Company, as
relevant, on the basis of relevant books of account and other evidence that they may deem
relevant for said purposes.

WINDING UP OF AMALGAMATING COMPANY

On the Scheme becoming effective, the Amalgamating Company shall stand dissolved
without being wound up without any further act by the parties.

On and with effect from the Effective Date, the name of the Amalgamating Company shalil
be struck-off from the records of the RoC. The Amalgamated Company shall make all
necessary filings in this regard.

Any obligations/ steps which need to be undertaken by the Amalgamating Company
pursuant to the sanction of this Scheme shall be fulfilled by the Amalgamated Company.

EFFECT OF NON-RECEIPT OF APPROVALS

In the event that the Scheme is not sanctioned by the NCLT or in the event any of consents,
approvals, permissions, resolutions, agreements, sanctions or conditions enumerated in the
Scheme are not obtained or complied with or for any other reason, the Scheme cannot be
implemented, the Scheme shall become null and void, the Amalgamating Company and /
or Promoters shall bear the costs, charges and expenses in connection with the Scheme.

The non — receipt of any sanctions or approvals for a particular asset or liability forming
part of the Amalgamating Company getting transferred pursuant to this Scheme, shall not
affect the effectiveness of the respective section of the Scheme, if the Boards of Directors
of the Amalgamating Company and/or Amalgamated Company so decide. The transfer of
such asset or liability shall become effective from the Appointed Date as and when the
said requisite approvals are received and the provisions of the Scheme shall apply
appropriately to the said transfer.

COSTS, CHARGES & EXPENSES

All costs, charges, levies and expenses in relation to or in connection with or incidental to
this Scheme and its implementation, including but not limited to expenditure relating to
registration and stamping of orders passed by NCLT, obtaining regulatory approvals,
revocation or withdrawal of the Scheme (if undertaken by the Companies) will be borne
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18.2

19.

20.

20.1

by the Amalgamating Company from its Surplus Assets. Where the Surplus Assets
available with the Amalgamating Company are not sufficient to cover such costs, charges
and expenses, such additional costs, charges and expenses will be borne directly by the
Promoters.

Provided that where such costs and expenses are incurred by the Amalgamated Company
for any reason whatsoever, the same shall be reimbursed by the Amalgamating Company
or the Promoters.

INDEMNIFICATION

Notwithstanding anything contained in this Scheme, the Indemnifying Parties shall jointly
and severally, indemnify and hold harmless the Indemnified Persons for any and all
liabilities and obligations including all demands, claims, charges, suits, proceedings
whether existing or contingent in nature and the like which may be made or instituted by
any party including any Governmental Authority against the Indemnified Persons which
are relatable to the Amalgamating Company which may devolve on Amalgamated
Company on account of or pursuant to the Amalgamation irrespective of the fact that the
liability arises and/or becomes payable after the Amalgamation. Further, the [ndemnifying
Parties shall secure, deposit or pay, as the case may be, any legal demand raised by any
party including any Governmental Authority within the time frame provided therein. For
avoidance of any doubts, it is hereby clarified that all payments to the Indemnified Persons
shall be grossed up to include any and all taxes payable with respect to the said pay ments.
Notwithstanding anything to the contrary contained in this Scheme, the provisions of this
Clause shall survive the revocation, cancellation or withdrawal of this Scheme for any
reason whatsoever.

As part of such indemnification, the Indemnifying Parties shall also provide a bank
guarantee for such amount as shall be required by the Board of Directors of the
Amalgamated Company.

MISCELLANEOUS

The Amalgamated Company and the Amalgamating Company hereby state and confirm
that to the best of their knowledge, (i) the offer for the New Equity Shares to be issued
pursuant to the Amalgamation as per Clause 10.1 has been and is made solely to persons
in India and not made to any persons in the United States of America (“USA”), (ii) at the
time of the approval of this Scheme by the Board of Directors of the Amalgamating
Company and the Amalgamated Company, and on the Effective Date of the
Amalgamation, each recipient of the New Equity Shares was outside the USA, (iii) no
activity was undertaken for the purpose of, or that could reasonably be expected to have
the effect of, conditioning the USA market for any of the New Equity Shares, and (iv) the
offering of the New Equity Shares was directed solely into India to residents thereof and
was made in accordance with the local laws and customary practices and documentation
generally followed in the Republic of India.
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20.2  If any part of this Scheme hereof is invalid, ruled illegal by any NCLT of competent
jurisdiction, or unenforceable under present or future laws, then it is the intention of the
Amalgamating Company and Amalgamated Company that such Part shall be severable
from the remainder of the Scheme, and the Scheme shall not be affected thereby, unless
the deletion of such Part shall cause this Scheme to become materially adverse to
Amalgamating Company and/or Amalgamated Company, in which case the
Amalgamating Company and Amalgamated Company shall attempt to bring about a
modification in the Scheme, as will best preserve for the Amalgamating Company and
Amalgamated Company the benefits and obligations of the Scheme, including but not
limited to such Part.

Reddy’s Holdings Limited
Forfr e For Dr. REDDY’S LABORATORIES LTD.
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Annexure - 2

S

Chartered Accountants
Date: 29 July 2019

To, To,

The Board of Directors, The Board of Directors,

Dr. Reddy's Laboratories Limited, Dr. Reddy's Holdings Limited,
8-2-337, Road No. 3, 7-1-27, Ameerpet,

Banjara Hills, Hyderabad-500034 Hyderabad-500016

Subject: Recommendation of fair share exchange ratio for the proposed
amalgamation/merger of Dr. Reddy’s Holdings Limited into Dr. Reddy's Laboratories
Limited

Dear Sir/ Madam,

We refer to our engagement letter whereby Dr. Reddy's Laboratories Limited (hereinafter referred
to as ‘DRL’) and Dr. Reddy’s Holdings Limited (hereinafter referred to as ‘DRHL’) have requested
N S KUMAR & CO. (hereinafter referred to as 'NSK’), to recommend fair share exchange ratio for
the proposed amalgamation/ merger of DRHL with DRL.

Please find enclosed the report (containing 6 pages) detailing our recommendation of fair share
exchange ratio for the proposed amalgamation/ merger of DRHL with DRL, the methodologies
employed and the assumptions used in our analysis.

This report sets out our scope of work, background, source of information, procedures performed
by us and our opinion on the fair share exchange ratio.

SCOPE AND PURPOSE OF THIS REPORT

DRHL is a public limited company incorporated on 12 July 1994, It was formed with the purpose
of holding investments. DRHL is the promoter holding company of DRL and holds 4,13,25,300
equity shares of DRL as at this report date. DRHL's paid up share capital consists of 8,04,080 fully
paid up equity shares of the face value of INR 100 each.

DRL is a public limited company incorporated on 24 February 1984 and is an integrated
pharmaceutical company, committed to providing affordable and innovative medicines for
healthier lives. Through its three businesses - pharmaceutical services and active ingredients,
global generics and proprietary products, DRL offers a portfolio of products and services
including active pharmaceutical ingredients, custom pharmaceutical services, generics,
biosimilars and differentiated formulations. Shares of DRL are listed on National Stock Exchange
of India Limited and BSE Limited, and its American Depository Receipts are listed on New York
Stock Exchange Inc.

N5-1003, Hills and Dales Ph 3, NIBM Annexe, Pune - 411060. Mob.: +91 9921515656 | niranjan@nskumar.com | www.nskumar.com
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With an intention to simplify the shareholding structure, reduction of multiple shareholding tiers
of DRL in an efficient manner, demonstrate direct commitment to and engagement with DRL by
Promoters Group, we understand that the management of DRL and DRHL (together hereinafter
referred to as ‘the Management’) intends to merge DRHL with DRL under Sections 230-232 read
with Section 66 and other applicable provisions of the Companies Act, 2013 and rules made
thereunder under a scheme of amalgamation and arrangement (the ‘Scheme’).

It is in this regard, the Management has appointed NSK to submit a report, recommending a fair
share exchange ratio for the proposed transaction. The Management has requested NSK to
determine the fair share exchange ratio as at this report date ('Valuation Date’).

The scope of our services is to conduct a relative (and not absolute) valuation exercise as at the
Valuation Date to determine the fair share exchange ratio using internationally accepted valuation
methodologies as may be applicable to the subject case and report on the same in accordance
with generally accepted professional standards including in compliance with the Indian Valuation
Standards (IVS) notified by the Institute of Chartered Accountants of India (ICAI).

This report is our deliverable for the said engagement and is subject to the scope, assumptions,
exclusions, limitations and disclaimers detailed hereinafter. As such, this report is to be read in
totality and in conjunction with the relevant documents referred to therein.

SOURCES OF INFORMATION
A. Company specific information:

In connection with the valuation exercise, we have used the following information obtained from
the Management and/ or gathered from public domain:

Unaudited financial statements of DRHL for the year ended 31 March 2019;
Latest shareholding pattern of DRL and DRHL; and

e Such other information and explanations as we required and which have been provided by the
Management.

B. Industry and economy information:

o Information available in public domain and databases such as Moneycontrol, Capitaline,
Bombay Stock Exchange (BSE), National Stock Exchange (NSE) etc.
Such other infarmation and documents as provided by Management.

We have also considered/ obtained such other analysis, review, explanations and information
considered reasonably necessary for our exercise, from the Management. Besides the above
listing, there may be other information provided by the Management which may not have been
perused by us in detail, if not considered relevant for our defined scope.

PUNE
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SCOPE LIMITATIONS, ASSUMPTIONS, QUALIFICATIONS, EXCLUSIONS AND DISCLAIMERS

Provision of valuation opinions and consideration of the issues described herein are areas of our
regular practice. The services do not represent accounting, assurance, accounting/ tax due
diligence, consulting or tax related services that may otherwise be provided by us.

This report, its contents and the results herein are specific and subject to:

¢ the purpose of valuation agreed as per the terms of this engagement;

¢ the date of this report;
shareholding pattern of the concerned entities;

e no additional outflow towards liabilities other than those recorded in the books of accounts
of the concerned entities; and
data detailed in the section — ‘Sources of Information’.

A value analysis of this nature is based on information made available to us as of the date of this
report, events occurring after that date hereof may affect this report and the assumptions used
in preparing it, and we do not assume any obligation to update, revise or reaffirm this report.

The ultimate analysis will have to be tempered by the exercise of judicious discretion by the valuer
and judgment taking into account the relevant factors. The recommendation(s) rendered in this
report only represents our recommendation(s) based upon information furnished by the
Management till the date of this report and other sources, and the said recommendation(s) shall
be considered to be in the nature of non-binding advice (our recommendation should not be
used for advising anybody to take buy or sell decision, for which specific opinion needs to be
taken from expert advisors).

The determination of fair value is not a precise science and the conclusions arrived at in many
cases, will, of necessity, be subjective and dependent on the exercise of individual judgment.
There is, therefore, no indisputable single fair value. While we have provided our recommendation
of the fair share exchange ratio based on the information available to us and within the scope
and constraints of our engagement, others may have a different opinion.

In the course of our analysis, we were provided with both written and verbal information,
including market, technical, financial and operating data including information as detailed in the
section - 'Sources of Information’.

In accordance with the terms of our engagement, we have assumed and relied upon, without
independent verification of:

e the accuracy of information made available to us by the Management, which formed a
substantial basis for this report; and
the accuracy of information that was publicly available
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We have not carried out a due diligence or audit or review of the companies for the purpose of
this engagement, nor have we independently investigated or otherwise verified the data
provided.

We are not legal or regulatory advisors with respect to legal and regulatory matters for the
transaction. We do not express any form of assurance that the financial information or other
information as prepared and provided by the Management is accurate. Also, with respect to
explanations and information sought from the advisors, we have been given to understand by
the Management that they have not omitted any relevant and material factors and that they have
checked the relevance or materiality of any specific information to the present exercise with us in
case of any doubt.

Accordingly, we do not express any opinion or offer any form of assurance regarding its accuracy
and completeness. Our conclusions are based on these assumptions and information given by/
on behalf of the Management. The Management has indicated to us that they have understood
that any omissions, inaccuracies or misstatements may materially affect our recommendation.
Accordingly, we assume no responsibility for any errors in the information furnished by the
Management and their impact on this report. Also, we assume no responsibility for technical
information (if any) furnished by the Management. However, nothing has come to our attention
to indicate that the information provided was misstated/ incorrect or would not afford reasonable
grounds upon which to base the report. We do not imply and it should not be construed that we
have verified any of the information provided to us, or that our inquiries could have verified any
matter, which a more extensive examination might disclose.

This report assumes that the companies comply fully with relevant laws and regulations applicable
in all their areas of operations and that the companies will be managed in a competent and
responsible manner. Further, except as specifically stated to the contrary, this report has given no
consideration on to matters of a legal nature, including issues of legal title and compliance with
local laws and litigation and other contingent liabilities that are not recorded in the audited
financial statements of the companies.

This report does not look into the business/ commercial reasons behind the transaction nor the
likely benefits arising out of the same. Similarly, this report does not address the relative merits
of the transaction as compared with any other alternative business transaction, or other
alternatives, or whether or not such alternatives could be achieved or are available. This report is
restricted to estimation of fair share exchange ratio for the proposed transaction outlined above.
The fee for our engagement is not contingent upon the results reported herein.

We owe responsibility only to the Board of Directors of DRL and DRHL who have appointed us,
and nobody else. We do not accept any liability to any third party in relation to the issue of this

report. It is understood that this analysis does not represent a fairness opinion.

This valuation report is subject to the laws of Republic of India. « PUNE %
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Neither this report nor its contents may be referred to or quoted in any registration statement,
prospectus, offering memorandum, annual report, loan agreement or other agreement or
document given to third parties, other than in connection with the purpose of determining the
fair share exchange ratio for the proposed transaction, without our prior written consent.

BASIS FOR DETERMINATION OF RATIO

As per publicly available information, DRHL currently holds 4,13,25,300 equity shares of DRL.
Upon amalgamation of DRHL with DRL, the shareholders of DRHL would be entitled to
4,13,25,300 shares of DRL for 804,080 shares held by them in DRHL Pursuant to the
amalgamation, there would be no change in the paid-up capital of DRL.

Upon the Scheme becoming effective, there is no additional consideration being discharged
under the Scheme except for shares of DRL being issued to the shareholders of DRHL in lieu of
equal number of shares as held by DRHL in DRL which is being duly cancelled. Thus, for every
fresh issue of share of DRL to the shareholders of DRHL, there is a corresponding cancellation of
an existing DRL share as held by DRHL. Since there is no issuance of additional shares by DRL, we
are of the opinion that the pricing provisions of chapter V of SEBI (Issue of Capital and Disclosure
Requirements) Regulations, 2018 are not applicable in the subject case and we have therefore,
not considered the same for our analysis. Further, the Scheme shall not have any adverse
implications for DRHL, DRL or public shareholders of DRL.

As informed by the Management, all transaction related expenses including merger related costs,
charges, taxes including stamp duties, levies and all other related expenses are to be borne by
DRHL. Thus, DRL will not bear any expenses pursuant to the amalgamation. Further, we
understand that these expenses are expected to be met out of the assets of DRHL (including cash
and cash equivalents) other than the investments made in DRL (‘Surplus Assets’) and we have
therefore, not considered the same for the purposes of our analysis. Any additional expenses over
and above the Surplus Assets as stated above, would be borne by the promoters of DRL.

Further, we understand that promoters of DRL would jointly and severally indemnify, defend and
hold harmless DRL (and any of its directors, officers, key managerial personnel, employees or any
other person authorized by it, excluding the promoters) for losses, liabilities, costs, charges,
expenses (whether or not resulting from third party claims), including those paid or suffered
pursuant to any actions, proceedings, claims and including interests and penalties discharged by
DRL which may devolve on DRL on account of amalgamation of DRHL with DRL but would not
have been payable by DRL otherwise, in the form and manner as may be agreed amongst DRL
and the shareholders of DRHL.

We have not considered any dividend income that DRHL may earn during the course of
implementation of scheme for the purpose of our valuation analysis.
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Also, there would be no change in the aggregate promoters' shareholding in DRL and the
proposed transaction shall not adversely affect the interest of DRHL, DRL or other public
shareholders of DRL,

Further, valuation approaches and formats given for display of the workings, relative fair value
per share and fair share exchange ratio under National Stock Exchange of India Limited circular
number NSE/CML/2017/12 dated 01 June 2017 and BSE Limited circular number
LIST/COMP/02/2017-18 dated 29 May 2017 have not been undertaken herein as they are not
relevant in the instant case as there would merely be a cancellation and re-issue of same number
of shares and thus, have not been reported in the format prescribed by the aforementioned
circulars.

CONCLUSION

In light of the above and on a consideration of all the relevant factors and circumstances as
discussed and outlined herein above we recommend the share exchange ratio of 4,13,25,300
fully paid up equity shares of the face value of INR 5 each of DRL shall be issued and allotted as
fully paid up equity shares to the equity shareholders of DRHL, in proportion to their holding of
8,04,080 fully paid up equity shares of the face value of INR 100 each in DRHL.

Respectfully Submitted,

N S KUMAR & CO.
Chartered Accountants

139792W
PUNE
M.No.
Niranjan Kumar Firm Reg. No.
A 139792wW
Proprietor
Date: 29 July 2019 Membership No. 121635
Place: Pune UDIN: 19121635AAAAAZ9453
Recommendation of Fair Share Exchange Ratio
CNh §r 5}'2(1 AAC§) 118rf tgn(t)s. for the proposed amalgamation of DRHL with DKL Page 6 of 6
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Dr. Reddy's Laboratories Ltd.
8-2-337, Road No. 3, Banjara Hills,
Hyderabad - 500 034, Telangana,
India.

CIN : L85195TG1984PLC004507

V.
%

Tel  :+9140 4900 2900
Fax :+9140 4900 2999
Email :mail@drreddys.com
www.drreddys.com

September 5, 2019

To,

The Secretary,

BSE Limited,

P.J. Towers, Dalal Street,
Mumbai — 400 001.

Sub: Submissions of Complaints Report as per SEBI Circular No. CFD/DIL/CIR/2017/21
dated March 10, 2017 (as amended from time to time) for the proposed Scheme of Amalgamation
and Arrangement between Dr. Reddy’s Holdings Limited and Dr. Reddy’s Laboratories Limited
and their respective shareholders pursuant to the provisions of Sections 230 - 232 read with
Section 66 and other relevant provisions of the Companies Act, 2013

Dear Sir,

This is in reference to our application under Regulation 37 of the SEBI (Listing Obligations and
Disclosure Requirements), Regulations, 2015 for the proposed Scheme of Amalgamation and
Arrangement (“Scheme”) between Dr. Reddy’s Holdings Limited and Dr. Reddy’s Laboratories
Limited and their respective shareholders. In accordance with SEBI Circular No.
CFD/DIL/CIR/2017/21 dated March 10, 2017, as amended from time to time, (“SEBI Circular”), please
find enclosed the Complaints Report in the format prescribed, indicating “NIL” complaints received on
the Scheme during the period of 21 days from the date of hosting of the draft scheme and other
documents on the website of the Stock Exchange i.e. August 13, 2019.

Also, note that the Complaints Report is being uploaded on the website of the Company at
https://www. .comm/inves /amalgamation/, as required under the SEBI

circular.

We request you to please take the same on record and provide us the in-principle approval / no objection
letter for the abovementioned Scheme of Amalgamation and Arranigement.

Thanking You,

Yours faithfully,
For Dr. Reddy’s Laboratories Limited

V)

Vikas Sabharwal 5 DrReddys
Assistant Company Secretary
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Complaints Report

Part A
Sr. No. Particulars Number
Number of complaints received directly Nil
2 Number of complaints forwarded by Stock Exchange Nil
3 Total Number of complaints/comments received (1+2) Nil
4 Number of complaints resolved Not Applicable
5 Number of complaints pending Not Applicable
Part B
Sr.No. Name of complainant Date of complaint Status
(Resolved/Pending)
Not Applicable

For Dr. Reddy’s Laboratories Limited

Vi

Vikas Sabharwal
Assistant Company Secretary
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Qe Dr. Reddy's Laboratories Ltd.
,s ‘... 8-2-337, Road No. 3, Banjara Hills,
) Hyderabad - 500 034, Telangana,
India.

CIN : L85195TG1984PLC004507

Tel  :+9140 4900 2900
Fax :+9140 4900 2999
Email :mail@drreddys.com
www.drreddys.com

September 21, 2019

To,

Manager - Listing Compliance

National Stock Exchange of India Limited
‘Exchange Plaza’. C-1, Block G,

Bandra Kurla Complex, Bandra (E),
Mumbeai - 400 051

Sub: Submissions of Complaints Report as per SEBI Circular No. CFD/DIL/CIR/2017/21
dated March 10, 2017 (as amended from time to time) for the proposed Scheme of Amalgamation
and Arrangement between Dr. Reddy’s Holdings Limited and Dr. Reddy’s Laboratories Limited
and their respective shareholders pursuant to the provisions of Sections 230 - 232 read with
Section 66 and other relevant provisions of the Companies Act, 2013

Dear Sir,

This is in reference to our application under Regulation 37 of the SEBI (Listing Obligations and
Disclosure Requirements), Regulations, 2015 for the proposed Scheme of Amalgamation and
Arrangement (“Scheme”) between Dr. Reddy’s Holdings Limited and Dr. Reddy’s Laboratories
Limited and their respective shareholders. In accordance with SEBI Circular No.
CFD/DIL/CIR/2017/21 dated March 10, 2017, as amended from time to time, (“SEBI Circular”), please
find enclosed the Complaints Report in the format prescribed, indicating “NIL” complaints received on
the Scheme during the period of 21 days from the date of hosting of the draft Scheme and other
documents on the website of the Stock Exchange i.e. August 30, 2019.

Also, note that the Complaints Report is being uploaded on the website of the Company at
https.//www dys.com/i s/investor-servic n/, as required under the SEBI
circular.

We request you to please take the same on record and provide us the in-principle approval / no objection
letter for the abovementioned Scheme of Amalgamation and Arrangement.

Thanking You,
Yours faithfully,
For Dr. Reddy’s Laboratories Limited
[ X3
"..
Dr. Reddy's

Vikas Sabharwal
Assistant Company Secretary
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Complaints Report
Period for Complaint Report: August 31, 2019 to September 20, 2019

Part A
Sr. No. Particulars Number
1 Number of complaints received directly Nil
2. Number of complaints forwarded by Stock Exchange Nil
3 Total Number of complaints/comments received (1+2) Nil
4. Number of complaints resolved Not Applicable
5 Number of complaints pending Not Applicable
Part B
Sr.No. Name of complainant Date of complaint Status
(Resolved/Pending)
Not Applicable

For Dr. Reddy’s Laboratories Limited

U

Vikas Sabharwal
Assistant Company Secretary
Date: September 21, 2019
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DCS/AMAL/SVIR37/1601/2019-20 October 11, 207§ FENCE THE NEW

The Company Secretary,

Dr. Reddy's Laboratories Ltd
8-2-337, Road No. 3, Banjara Hills,
Hyderabad, Telangana, 500034

Sir,

Sub: Observation letter regarding the Draft Scheme of Amalgamation and Arrangement of Dr,
Reddy's Holdings Ltd with Dr. Reddy's Laboratories Ltd and their respective shareholders and
creditors.

We are in receipt of Draft Scheme of Amalgamation and Arrangement of Dr. Reddy's Holdings Ltd with
Dr. Reddy's Laboratories Ltd and their respective sharehoiders and creditors filed as required under
SEBI Circular No. CFD/DIL3/CIR/2017/21 dated March 10, 2017; SEBI vide its letter dated October 10,
2019 has inter alia given the following comment(s) on the draft scheme of amalgamation and
arrangement:

+ “Company shall ensure that additional information, if any, submitted by the Company,
after filing the Scheme with the Stock Exchange, and from the date of receipt of this letter
is displayed on the websites of the listed company and the stock exchanges.”

» “Company shall duly comply with various provisions of the Circular.”

+ “Company is advised that the observations of SEBIStock Exchanges shall be
incorporated in the petition to be filed before National Company Law Tribunal (NCLT)
and the company is obliged to bring the observations to the notice of NCLT."

* “itis to be noted that the petitions are filed by the company before NCLT after processing
and communication of comments/observations on draft scheme by SEBlistock
exchange. Hence, the company is not required to send notice for representation as
mandated under section 230(5) of Companies Act, 2013 to SEBI again for its comments
! observations / representations.”

Accordingly, based con aforesaid comment offered by SEBI, the company is hereby advised:

+  To provide additional information, if any, (as stated above) along with various documents to the
Exchange for further disseminaticn on Exchange website.

+ Toensure that additional information, if any, (as stated aforesaid) along with various decuments
are disseminated on their (company) website.

*  To duly comply with various provisions of the circulars.

In light of the above, we hereby advise that we have no adverse observations with limited reference to
those matters having a bearing on listing/de-listing/continuous listing requirements within the provisions
of Listing Agreement, so as to enable the company to file the scheme with Hon'ble NCLT.

Further, where applicable in the explanatory statement of the notice to be sent by the company to the
shareholders, while seeking approval of the scheme, it shall disclose information about unlisted
companies involved in the format prescribed for abridged prospectus as specified in the circular dated
March 10, 2017.

Kindly note that as required under Regulation 37(3) of SEBI (Listing Obligations and Disclosure
Requirements) Regulations, 2015, the validity of this Observation Letter shall be six months from the
date of this Letter, within which the scheme shall be submitted to the NCLT,

The Exchange reserves its right to withdraw its ‘No adverse observation’ at any stage if the lnformatlon .
submitted to the Exchange is found to be incomplete / incorrect / misleading / false:
Registered Office : Floor 25, P | Towers, Dafal Street, Mumbai 400 00 =

&
T: +91 22 2372 1234/33| E corpcomm@bseindia.co

T S E N S EX Corporate Identity Num?fer-: L6712 MH;OO

BSE Limited {Formerly Bombay Stock Exchange Lid.)
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contravention of Rules, Bye-laws and Regulations of the Exchange, Listing Agreement,

Guidelines/Regulations issued by statutory authorities.

Please note that the aforesaid observations does not preclude the Company from complying with any
other requirements.

Further, it may be noted that with reference to Section 230 (5) of the Companies Act, 2013 (Act), read
with Rule 8 of Companies (Compromises, Arrangements and Amalgamations) Rules 2016 (Company
Rules) and Section 66 of the Act read with Rule 3 of the Company Rules wherein pursuant to an Order
passed by the Hon'ble National Company Law Tribunal, a Notice of the proposed scheme of
compromise or arrangement filed under sections 230-232 or Section 66 of the Companies Act 2013 as
the case may be is required to be served upon the Exchange seeking representations or

objections if any.

In this regard, with a view to have a better transparency in processing the aforesaid notices served
upon the Exchange, the Exchange has already introduced an online system of serving such Notice
along with the relevant documents of the proposed schemes through the BSE Listing Centre.

Any service of notice under Section 230 (5) or Section 66 of the Companies Act 2013 seeking
Exchange's representations or objections if any, would be accepted and processed through the
Listing Centre only and no physical filings would be accepted. You may please refer to circular
dated February 26, 2019 issued to the company.

Yours faithfully,

/]

@JGM”/

bah Vaze =
Manager

SENSEX
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Ref: NSE/LIST/21615 October 11, 2019

The Company Secretary

Dr. Reddy's Laboratories Limited
8-2-337, Road No.3, Banjara Hills,
Hyderabad-500034

Kind Attn.: Mr. Sandeep Poddar
Dear Sir,

Sub: Observation Letter for Draft Scheme of Arrangement among Dr. Reddy’s Holdings Limited
(Amalgamating Company) and Dr. Reddy’s Laboratories Limited (Amalgamated Company) and
their respective shareholders

We are in receipt of the Draft Scheme of Arrangement among Dr. Reddy’s Holdings Limited
(Amalgamating Company) and Dr. Reddy’s Laboratories Limited (Amalgamated Company) and their
respective shareholders vide application dated August 13, 2019.

Based on our letter reference no Ref: NSE/LIST/21021 submitted to SEBI and pursuant to SEBI Circular
No. CFD/DIL3/CIR/2017/21 dated March 10, 2017 (‘Circular’), SEBI vide letter dated October 10, 2019,
has given following comments:

a. The Company shall ensure that additional information, if any, submitted by the Company, after filing
the Scheme with the Stock Exchange and from the date of the receipt of this letter is displayed on the
website of the listed company.

b.  The Company shall duly comply with various provisions of the Circular.

¢. The Company is advised that the observations of SEBI/Stock Exchanges shall be incorporated in the
petition to be filed before National Company Law Tribunal (NCLT) and the company is obliged to
bring the observations to the notice of NCLT.

d. 1t is to be noted that the petitions are filed by the company before NCLT after processing and
communication of comments/observations on draft scheme by SEBI/ stock exchange. Hence, the
company is not required to send notice for representation as mandated under section 230(5) of
Companies Act, 2013 to SEBI again for its comments/observations/ representations.

It is to be noted that the petitions are filed by the company before NCLT after processing and
communication of comments/observations on draft scheme by SEBI/ stock exchange. Hence, the company
is not required to send notice for representation as mandated under section 230(5) of Companies Act, 2013
to National Stock Exchange of India Limited again for its comments/observations/ representations.

Further, where applicable in the explanatory statement of the notice to be sent by the company to the
shareholders, while seeking approval of the Scheme, it shall disclose information about unlisted companies
involved in the format prescribed for abridged prospectus as specified in the circular dated March 10, 2017.

Based on the draft scheme and other documents submitted by the Company, including undertaking given
in terms of Regulation 11 of SEBI (LODR) Regulations, 2015, we hereby convey our “No-objection” in
terms of Regulation 94 of SEBI (LODR) Regulations, 2015, so as to enable the Company to file the draft
scheme with NCLT.

This Document is Digitally Signed
Signer: Rajendra P Bhosale
Date: Fri, Oct 11, 2019 15:32:58 IST
Location: NSE

Mational Stock Exchange of India Limited | Exchange Plaza, C-1, Block G, Bandra Kura Complex, Bandra (E}, Mumbsai — 400 051,
India +91 22 26598100 | www.nssindia.com | CIM U6T120MH1992PLC0&9T 69
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However, the Exchange reserves its rights to raise objections at any stage if the information submitted to
the Exchange is found to be incomplete/ incorrect/ misleading/ false or for any contravention of Rules, Bye-
laws and Regulations of the Exchange, Listing Regulations, Guidelines / Regulations issued by statutory
authorities.

The validity of this “Observation Letter” shall be six months from October 11, 2019, within which the
scheme shall be submitted to NCLT.

Yours faithfully,
For National Stock Exchange of India Limited
Rajendra Bhosale

Manager

P.S. Checklist for all the Further Issues is available on website of the exchange at the following URL
http://www.nseindia.com/corporates/content/further_issues.htm

This Document is Digitally Signed

Signer: Rajendra P Bhosale
Date: Fri, Oct 11, 2019 15:32:58 IST
Location: NSE
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Dr. Reddy's Laboratories Ltd.
8-2-337, Road No. 3, Banjara Hills,
Hyderabad - 600 034, Telangana,
India.

CIN : L85195TG1984PLC004507

Q.
y.
20

Tel :+9140 4900 2900
Fax :+9140 4900 2999
Email :mail@drreddys.com
www.drreddys.com

REPORT UNDER SECTION 232(2)(C) OF THE COMPANIES ACT, 2013 ADOPTED BY THE
BOARD OF DIRECTORS OF DR. REDDY’S LABORATORIES LIMITED AT ITS MEETING
HELD ON JULY 29, 2019 AT THE REGISTERED OFFICE OF THE COMPANY
EXPLAINING THE EFFECT OF THE SCHEME OF AMALGAMATION AND
ARRANGEMENT ON EQUITY SHAREHOLDERS, KEY MANAGERIAL PERSONNEL,
PROMOTERS, NON-PROMOTER SHAREHOLDERS

The Board of Directors (“Board”) of Dr. Reddy’s Laboratories Limited (“Company” or “DRL”) at its
board meeting held on July 29, 2019 has approved the Scheme of Amalgamation and Arrangement
(“Scheme”) pursuant to the provisions of Sections 230 - 232 read with Section 66 and other applicable
provisions, if any, of the Companies Act, 2013, among Dr. Reddy’s Holdings Limited (“DRHL”’) and
the Company. The Scheme is subject to requisite approval(s) of the jurisdictional National Company
Law Tribunal, Securities and Exchange Board of India, stock exchanges and other regulatory
authorities.

While deliberating on the Scheme, the Board of Directors of the Company had, inter alia, considered
the following:

(a) Draft Scheme duly initialled by Company Secretary of the Company for the purpose of
identification;

(b) Share Exchange Report dated July 29, 2019 issued by N.S. Kumar & Co., Independent Chartered
Accountants and Registered Valuer, having Registration No. 139792W providing the share
exchange ratio for the amalgamation of DRHL with the Company under the Scheme;

(c) Fairness Opinion dated July 29, 2019 issued by Keynote Corporate Services Limited, a SEBI
Registered (Category - I) Merchant Banker, having SEBI Registration No. INM000003606
providing the fairess opinion on the share exchange ratio recommended by N.S. Kumar & Co.,
Independent Chartered Accountants and Registered Valuer as referred above, in connection with
amalgamation of DRHL with the Company under the Scheme; and

(d) Report of the Audit Committee dated July 29, 2019, recommending the draft Scheme for
favourable consideration by the Board of Directors.

After considering the documents referred above, the Board of Directors of the Company approved the
Scheme.

As per Section 232(2)(c) of the Companies Act, 2013, a report adopted by the Board of Directors of the
Company explaining effect of the Scheme on shareholders, key managerial personnel, promoters and
non-promoter shareholders is required to be circulated to the members or class of members or creditors
or class of creditors, as the case may be, for the meeting of the members or class of members or creditors
or class of creditors, as the case may be, along with the notice convening such meeting.
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n 232(2)(c) of the Companies Act, 2013, the Board of Directors of the
Company in its meeting held on July 29, 2019 took on record the following impact of the Scheme on
equity shareholders, key managerial personnel, promoters and non-promoter shareholders of the
Company:

(a) The amalgamation will lead to simplification of the shareholding structure and reduction of
shareholding tiers;

(b) The Promoter Group (as defined in the Scheme) cumulatively will continue to hold the same
number of shares in the Company, pre and post the amalgamation;

(c) All costs, charges and expenses relating to the Scheme will be borne out of the surplus assets of
DRHL. Further, any expense, if exceeding the surplus assets of DRHL will be borne directly by
the Promoters;

(d) The Scheme also provides that the Promoters of the Company (as defined in the Scheme) will
jointly and severally indemnify, defend and hold harmless the Company, its directors, employees,
officers, representatives, or any other person authorized by the Company (excluding the Promoters)
for any liability, claim, or demand, which may devolve upon the Company on account of this
amalgamation. In addition, the Promoters and / or Stamlo Industries Limited (a company in which
Promoters hold 100% equity shares) shall provide a bank guarantee in favour of the Company
towards such indemnity;

(¢) The Scheme provides that upon the Scheme becoming effective and in consideration of the
amalgamation of DRHL with the Company, the Company shall issue 4,13,25,300 (Four Crores
Thirteen Lakhs Twenty Five Thousand Three Hundred) fully paid up Equity Shares of the face
value of INR 5 each to the shareholders of DRHL in the proportion of the number of equity shares
held by such shareholders in DRHL and consequently, the share capital of the Company shall stand
reduced to the extent of face value of shares held by DRHL in the Company, without any further
act or deed, upon this Scheme becoming effective;

(f) New Equity Shares issued by the Company to the shareholders of DRHL pursuant to the Scheme
will be listed for trading on the stock exchanges (subject to trading permission being granted by
the stock exchanges) where the shares of the Company are listed and shall rank pari passu with
the existing equity shares of the Company in all respects;

(g) Share Exchange Report dated July 29, 2019 issued by N. S. Kumar & Co., Chartered Accountants
and Registered Valuer, having Registration No. 139792W recommending the share exchange ratio
for issuance of equity shares by the Company does not mention any special difficulties faced in the
valuation;

(h) The pre-amalgamation and post-amalgamation shareholding pattern of the Company' based on the
share exchange ratio shall be as under:

Particulars Pre-Amalgamation Post-Amalgamation

Total No. of Equity Shareholding Total No. of Equity = Shareholding

Shares held Percentage Shares held Percentage
Promoter and 4,44,58,528 26.77% 4,44,58,528 26.77%
Promoter Group (A) T e v e
Total Public . o o
Shareholding (B) 12,16,07,420 73.23% 12,16,07,420 73.23%
Total (C=A+B) 16,60,65,948 100.00% 16,60,65,948 100.00%

! Based on shareholding of the Company as on March 31, 2019

DR. REDDY’S LABORATORIES LIMITED
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(1) DRIHL is held by the Promoters of the Company in the manner provided below. Pursuant to the

amalgamation, the following Promoters shall be issued and allotted shares in the Company in
proportion to such Promoters’ shareholding in DRHL.

Name of the Shareholder Shareholding
Percentage
G.V. Prasad HUF 3.45%
Satish Reddy HUF 13.37%
Mr. Satish Reddy 0.01%
Mrs. G. Anuradha 0.02%
Ms. G.V. Sanjana Reddy 0.01%
Mrs. K. Deepthi Reddy 0.01%
Mrs. K. Samrajyam 0.01%
Ms. G. Mallika Reddy 0.01%
APS Trust? 83.11%
Total 100.00%

Except Mr. G V Prasad and Mr. K Satish Reddy and their relatives, none of the other directors, key
managerial personnel or their relatives, except being shareholder of the companies involved in the
Scheme, is concerned, or interested financially or otherwise in the Scheme.

There will be no adverse effect of the said Scheme on the equity shareholders, key managerial

personnel, promoter and non-promoter shareholders of the Company.

For and on behalf of the Board of Directors of
Dr. Reddy’s Laboratories Limited

o

Sridar Iyengar
Independent Director

Place: Hyderabad
Date: July 29, 2019

2 Mr. G V Prasad and Mr. K Satish Reddy are the Trustees of APS Trust. Further, Mr. G V Prasad, Mr. K Satish Reddy, Mrs.
G Anuradha, Mrs. Deepti Reddy and their bloodline descendants are the beneficiaries of APS Trust.
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Tablespace, 6th Floor
S. TLIBOI & ASSOCIATES LL Westomm has Bulldng
Whitefields, Hitech City
Chartered Accountants Hyderabad - 500 081, India

Tel : +91 40 6141 6000
INDEPENDENT AUDITOR’S REPORT
To the Members of Dr. Reddy’s Laboratories Limited

Report on the Audit of the Standalone Ind AS Financial Statements
Opinion

We have audited the accompanying standalone Ind AS financial statements of Dr. Reddy’s Laboratories
Limited (“the Company”), which comprise the Balance sheet as at March 31, 2019, the Statement of
Profit and Loss, including the statement of Other Comprehensive Income, the Cash Flow Statement and
the Statement of Changes in Equity for the year then ended, and notes to the financial statements,
including a summary of significant accounting policies and other explanatory information.

In our opinion and to the best of our information and according to the explanations given to us, the
aforesaid standalone Ind AS financial statements give the information required by the Companies
Act, 2013, as amended (“the Act”) in the manner so required and give a true and fair view in conformity
with the accounting principles generally accepted in India, of the state of affairs of the Company as at
March 31, 2019, its profit including other comprehensive income its cash flows and the changes in
equity for the year ended on that date.

Basis for Opinion

We conducted our audit of the standalone Ind AS financial statements in accordance with the Standards
on Auditing (SAs), as specified under section 143(10) of the Act. Our responsibilities under those
Standards are further described in the ‘Auditor’s Responsibilities for the Audit of the Standalone Ind
AS Financial Statements’ section of our report. We are independent of the Company in accordance with
the ‘Code of Ethics’ issued by the Institute of Chartered Accountants of India together with the ethical
requirements that are relevant to our audit of the standalone Ind AS financial statements under the
provisions of the Act and the Rules thereunder, and we have fulfilled our other ethical responsibilities
in accordance with these requirements and the Code of Ethics. We believe that the audit evidence we
have obtained is sufficient and appropriate to provide a basis for our audit opinion on the standalone
Ind AS financial statements.

Key Audit Matters

Key audit mattets are those matters that, in our professional judgment, were of most significance in our
audit of the standalone Ind AS financial statements for the financial year ended March 31, 2019. These
matters were addressed in the context of our audit of the standalone Ind AS financial statements as a
whole, and in forming our opinion thereon, and we do not provide a separate opinion on these matters.
For each matter below, our description of how our audit addressed the matter is provided in that context.

We have determined the matters described below to be the key audit matters to be communicated in our
report. We have fulfilled the responsibilities described in the Auditor’s responsibilities for the audit of
the standalone Ind AS financial statements section of our report, including in relation to these matters.
Accordingly, our audit included the performance of procedures designed to respond to our assessment
of the risks of material misstatement of the standalone Ind AS financial statements. The results of our
audit procedures, including the procedures performed to address the matters below, provide the basis
for our audit opinion on the accompanying standalone Ind AS financial statements.

&
i
CHARTERED
ACCOUNTANTS

S.R Batliboi & Associates LLP, a Limited Liability Partnership with LLP identity No, AAB-4295
Regd. Office ; 22, Camac Street, Block 'B', 3rd Floor, Kolkata-700 016
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Chartered Accountants

Key audit matters How our audit addressed the key audit matter

Carrying value of intangible assets, intangible assets under development and goodwill (s
described in note 1.3(f) and 1.3 (i) of the significant accounting policies, and note 2.3 and 2.2 for
details and movement in goodwill and intangible assets respectively in the standalone Ind AS

Sinancial statements)

As at March 31, 2019, the Company has
Rs. 7,000 million of intangible assets and
Rs. 323 million of goodwill. The carrying
value of these intangible assets are based
on future cash flows and there is a risk
that the assets may be impaired if cash
flows are not in line with projections.

Valuation of goodwill and intangible
assets is subject to management's
assessment of recoverable amount, being
the higher of the value in use and fair
value less costs to sell, involving
significant judgment and are based on
number of variables and estimates
including projection of future sales,
operating costs and profit margins;
appropriate discount rate and terminal
value growth rate; and probability of
technical and regulatory success factors
in applying discounted cash flow
valuation methodology.

Our audit procedures included the following:

We evaluated the design and tested the operating
effectiveness of management’s controls in assessing
the carrying value of goodwill and intangible assets.
We assessed the Company’s methodology applied in
determining the CGUs to which goodwill is
allocated.

We assessed the Company’s valuation methodology
applied in deriving the recoverable value.

We evaluated the assumptions applied to key inputs
such as discount rates, sales volume and prices, long
term growth rates and terminal values, which
included comparing these inputs with assumptions
made by the management in prior years.

We discussed potential changes in key drivers as
compared to previous year / actual performance with
management to evaluate whether the inputs and
assumptions used in the cash flow forecasts were
suitable.

We tested the arithmetical accuracy of the models.
We also assessed the recoverable value headroom by
performing sensitivity testing of key assumptions
used.

We evaluated the adequacy of financial statement
disclosures, including disclosures of key
assumptions, judgements and sensitivities.

Contingencies, including litigations and tax (as described in note 1.3(k) of the significant
accounting policies, and note 2.30(4) containing details of contingencies in the standalone Ind AS

Sfinancial statements)

The Company is involved in disputes, Our audit procedures included the following:

lawsuits, claims, anti-trust, governmental
and / or regulatory inspections, inquiries,
investigations and proceedings, including
patent, tax and commercial matters that
arise from time to time in the ordinary
course of business. Most of the claims
involve complex issues. The Company,
assisted by their external legal counsel
assesses the need to make provision or
disclose a contingency on a case-to-case
basis considering the underlying facts of
each litigation. The aforesaid assessment
may result in an incorrect disclosure or
provision in the books of account.

Notice of Shareholders Meeting

We evaluated the design and tested the operating
effectiveness of controls relating to identification
and evaluation of claims, proceedings and
investigations at different levels in the Company,
and the measurement of provisions for disputes,
potential claims and litigation, contingent liabilities
and disclosures.

We obtained a list of ongoing litigations from the
Company’s in house legal counsel. We selected a
sample of litigations based on materiality and
performed inquiries with the said counsel on the
legal evaluation of these litigations. We have
compared the said evaluation with the provision or
disclosure in the standalone Ind AS financial

statements. We have tested the underlyi% 8
-0
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Key audit matters

This area is significant to our audit, since
the accounting and disclosure for
contingent legal and tax liabilities is
complex and judgmental (due to the
difficulty in predicting the outcome of the
matter and estimating the potential
impact if the outcome is unfavorable),
and the amounts involved are, or can be,
material to the standalone Ind AS
financial statements.

How our audit addressed the key audit matter

computation of the management in relation to the
measurement of provision or the contingency.

We solicited legal letters from the Company’s
external legal advisors with respect to the matters
included in the summary. Where appropriate we
examined correspondences connected with the cases.
We obtained the details of tax assessments and
demands as at the year ended March 31, 2019. We
inspected relevant communication with tax
authorities. We involved tax experts in assessing the
nature and amount of the tax exposures and assessed
management’s conclusions on whether exposures
are probable, contingent or remote. Where exposures
are assessed as probable, we evaluated the amounts
provided with respect to those exposures.

We also evaluated the adequacy of disclosures in the
standalone Ind AS financial statements.

Rebates, discounts, returns etc in Revenue (as described in note 1.3(1) of the significant accounting
policies of standalone Ind AS financial statements and note 2.11 of the standalone Ind AS financial

Statements)

Revenue is recognized net of accrual for Our audit procedures included the following:

sales returns, rebates & discounts, etc.
The estimates relating to the accruals are
important given the significance of
revenue and considering the distinctive
terms of arrangement with customers.
These estimates are complex and requires
significant judgement and estimation by
the Company for establishing an
appropriate  accrual. Accuracy of
revenues may deviate because change in
judgements and estimates. Accordingly,
the same has been considered as a key
audit matter.

We assessed and performed test of controls over the

completeness, recognition and measurement of

accruals.

We obtained Management’s calculations for

accruals and assessed the assumptions used by

reference to the company’s stated commercial

policies, the terms of the applicable contracts.

We assessed management analysis of the historical

pattern of accruals to validate management’s

assumption for creation of such provisions.

We compared the assumptions to contracted prices,

historical rebates, discounts, allowances and returns,

where relevant and to current payment trends. We

also considered the historical accuracy of the

management’s estimates in prior years.

We have also performed procedures to test recording

of revenue in appropriate period which includes:

o Verifying sample sales transactions near period-
end

o Evaluating the level of returns following the
period end and compared to previous periods.

Recognition, measurement, presentation and disclosures of revenues and other related
balances in view of adoption of Ind AS 115 “Revenue from Contracts with Customers” (as
described in note 1.3(a) of the significant accounting policies of standalone Ind AS financial

statements)

The Company has adopted Ind AS 115
“Revenue  from  Contracts  with
Customers” starting 1 April 2018. The
adoption of the new revenue accounting

Our audit procedures included the following:

We considered the Company’s revenue recognition

accounting policies based on the principles in Indfg | ASS
®
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Key audit matters How our audit addressed the key audit matter

key principles relating to identificationof e We evaluated the design, implementation and
performance obligations, determination effective operation of the internal controls relating to
of transaction price of the identified implementation of the new revenue accounting
performance obligations, the timing of standard.

transfer of control for recognition of e We selected samples of continuing and new
revenue or the appropriateness of the contracts and performed the following procedures;
basis used to measure revenue recognized o Read, analysed and identified the distinct
over a period. Additionally, new revenue performance obligations in these contracts.
accounting  standard contains new o Compared these performance obligations with
disclosures. that identified and recorded by the Company.

o Considered the terms of the contracts to
determine the transaction price including any
variable consideration to verify the transaction
price used to compute revenue.

o Evaluated management assessment of point of
recognition of revenue based on transfer of
control or satisfaction of obligations over time.

e We evaluated the adequacy of financial statement
disclosures, pursuant to new revenue accounting
standard.

Other Information

The Company’s Board of Directors is responsible for the other information. The other information
comprises, Statutory reports, corporate governance and Board’s report included in the Annual report,
but does not include the standalone Ind AS financial statements and our auditor’s report thereon, which
we obtained prior to the date of this auditor’s report, and Corporate Overview and letter from Chairman
and Co-Chairman included in the Annual report, which is expected to be made available to us after that
date.

Our opinion on the standalone Ind AS financial statements does not cover the other information and we
do not and will not express any form of assurance conclusion thereon.

In connection with our audit of the standalone Ind AS financial statements, our responsibility is to read
the other information identified above and, in doing so, consider whether such other information is
materially inconsistent with the standalone Ind AS financial statements or our knowledge obtained in
the audit or otherwise appears to be materially misstated. If, based on the work we have performed, we
conclude that there is a material misstatement of this other information, we are required to report that
fact. We have nothing to report in this regard.

Responsibilities of Management for the Standalone Ind AS Financial Statements

The Company’s Board of Directors is responsible for the matters stated in section 134(5) of the Act
with respect to the preparation of these standalone Ind AS financial statements that give a true and fair
view of the financial position, financial performance including other comprehensive income, cash flows
and changes in equity of the Company in accordance with the accounting principles generally accepted
in India, including the Indian Accounting Standards (Ind AS) specified under section 133 of the Act
read with the Companies (Indian Accounting Standards) Rules, 2015, as amended. This responsibility
also includes maintenance of adequate accounting records in accordance with the provisions of the

for safeguarding of the asscts of the Company and for preventing and detecting frauds
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irregularities; selection and application of appropriate accounting policies; making judgments and
estimates that are reasonable and prudent; and the design, implementation and maintenance of adequate
internal financial controls, that were operating effectively for ensuring the accuracy and completeness
of the accounting records, relevant to the preparation and presentation of the standalone Ind AS financial
statements that give a true and fair view and are free from material misstatement, whether due to fraud
or error.

In preparing the standalone Ind AS financial statements, management is responsible for assessing the
Company’s ability to continue as a going concern, disclosing, as applicable, matters related to going
concern and using the going concern basis of accounting unless management either intends to liquidate
the Company or to cease operations, or has no realistic alternative but to do so.

Those Board of Directors are also responsible for overseeing the Company’s financial reporting process.
Auditor’s Responsibilities for the Audit of the Standalone Ind AS Financial Statements

Our objectives are to obtain reasonable assurance about whether the standalone Ind AS financial
statements as a whole are free from material misstatement, whether due to fraud or error, and to issue
an auditor’s report that includes our opinion. Reasonable assurance is a high level of assurance, but is
not a guarantee that an audit conducted in accordance with SAs will always detect a material
misstatement when it exists. Misstatements can arise from fraud or error and are considered material if,
individually or in the aggregate, they could reasonably be expected to influence the economic decisions
of users taken on the basis of these standalone Ind AS financial statements.

As part of an audit in accordance with SAs, we exercise professional judgment and maintain
professional skepticism throughout the audit. We also:

Identify and assess the risks of material misstatement of the standalone Ind AS financial statements,
whether due to fraud or error, design and perform audit procedures responsive to those risks, and
obtain audit evidence that is sufficient and appropriate to provide a basis for our opinion. The risk
of not detecting a material misstatement resulting from fraud is higher than for one resulting from
error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the
override of internal control.

*  Obtain an understanding of internal control relevant to the audit in order to design audit procedures
that are appropriate in the circumstances. Under section 143(3)(i) of the Act, we are also
responsible for expressing our opinion on whether the Company has adequate internal financial
controls system in place and the operating effectiveness of such controls.

Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by management.

*  Conclude on the appropriateness of management’s use of the going concern basis of accounting
and, based on the audit evidence obtained, whether a material uncertainty exists related to events
or conditions that may cast significant doubt on the Company’s ability to continue as a going
concern. If we conclude that a material uncertainty exists, we are required to draw attention in our
auditor’s report to the related disclosures in the standalone Ind AS financial statements or, if such
disclosures are inadequate, to modify our opinion. Our conclusions are based on the audit evidence
obtained up to the date of our auditor’s report. However, future events or conditions may cause the
Company to cease to continue as a going concern.

* Evaluate the overall presentation, structure and content of the standalone Ind AS financial
statements, including the disclosures, and whether the standalone Ind AS financial statements
represent the underlying transactions and events in a manner that achieves fair presentation.

CHARTERED
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We communicate with those charged with governance regarding, among other matters, the planned
scope and timing of the audit and significant audit findings, including any significant deficiencies in
internal control that we identify during our audit.

We also provide those charged with governance with a statement that we have complied with relevant
ethical requirements regarding independence, and to communicate with them all relationships and other
matters that may reasonably be thought to bear on our independence, and where applicable, related
safeguards.

From the matters communicated with those charged with governance, we determine those matters that
were of most significance in the audit of the standalone Ind AS financial statements for the financial
year ended March 31, 2019 and are therefore the key audit matters. We describe these matters in our
auditor’s report unless law or regulation precludes public disclosure about the matter or when, in
extremely rare circumstances, we determine that a matter should not be communicated in our report
because the adverse consequences of doing so would reasonably be expected to outweigh the public
interest benefits of such communication.

Report on Other Legal and Regulatory Requirements

[.  Asrequired by the Companies (Auditor’s Report) Order, 2016 (“the Order™), issued by the Central
Government of India in terms of sub-section (11) of section 143 of the Act, based on our audit we
give in the “Annexure 1” a statement on the matters specified in paragraphs 3 and 4 of the Order.

2. As required by Section 143(3) of the Act, we report that:

(2) We have sought and obtained all the information and explanations which to the best of our
knowledge and belief were necessary for the purposes of our audit;

(b) In our opinion, proper books of account as required by law have been kept by the Company so
far as it appears from our examination of those books;

(c) The Balance Sheet, the Statement of Profit and Loss including the Statement of Other
Comprehensive Income, the Cash Flow Statement and Statement of Changes in Equity dealt
with by this Report are in agreement with the books of account;

(d) In our opinion, the aforesaid standalone Ind AS financial statements comply with the
Accounting Standards specified under Section 133 of the Act, read with Companies (Indian
Accounting Standards) Rules, 2015, as amended;

(e) On the basis of the written representations received from the directors as on March 31, 2019
taken on record by the Board of Directors, none of the directors is disqualified as on
March 31, 2019 from being appointed as a director in terms of Section 164 (2) of the Act;

() With respect to the adequacy of the internal financial controls over financial reporting of the
Company with reference to these standalone Ind AS financial statements and the operating
effectiveness of such controls, refer to our separate Report in “Annexure 2” to this report;

(g) In our opinion, the managerial remuneration for the year ended March 31, 2019 has been paid

/ provided by the Company to its directors in accordance with the provisions of section 197 read
with Schedule V to the Act;

Wd
&
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(h) With respect to the other matters to be included in the Auditor’s Report in accordance with
Rule 11 of the Companies (Audit and Auditors) Rules, 2014, as amended in our opinion and to
the best of our information and according to the explanations given to us:

1. The Company has disclosed the impact of pending litigations on its financial position in
its standalone Ind AS financial statements — Refer Note 2.30(A) to the standalone Ind AS
financial statements;

ii. The Company has made provision, as required under the applicable law or accounting
standards, for material foreseeable losses, if any, on long-term contracts including
derivative contracts;

iii.  There has been no delay in transferring amounts, required to be transferred, to the Investor

Education and Protection Fund by the Company

For S.R. Batliboi & Associates LLP
Chartered Accountants
ICAI Firm Registration Number: 101049W/E300004

per S Balasu
Partner
Membership Number: 053315

Place of Signature: Hyderabad
Date: May 17, 2019
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ANNEXURE 1 TO THE INDEPENDENT AUDITOR’S REPORT OF EVEN DATE ON THE
STANDALONE IND AS FINANCIAL STATEMENTS OF DR. REDDY’S LABORATORIES
LIMTED

(i) (a) The Company has maintained proper records showing full particulars, including
quantitative details and situation of fixed assets.

(b) All fixed assets have not been physically verified by the management during the year
but there is a regular programme of verification which, in our opinion, is reasonable
having regard to the size of the Company and the nature of its assets. No material
discrepancies were noticed on such verification.

(¢) According to the information and explanations given by the management, the title deeds
of immovable properties included in property, plant and equipment are held in the name
of the Company.

(ii) The management has conducted physical verification of inventory at reasonable
intervals during the year and no material discrepancies were noticed on such physical
verification. Inventories lying with third parties have been confirmed by them as at
March 31, 2019 and no material discrepancies were noticed in respect of such
confirmations.

(iii) According to the information and explanations given to us, the Company has not granted
any loans, secured or unsecured to companies, firms, limited liability partnerships or
other parties covered in the register maintained under section 189 of the Companies Act,
2013. Accordingly, the provisions of clause 3 (iii) (a), (b) and (c) of the Order are not
applicable to the Company and hence not commented upon.

(iv) In our opinion and according to the information and explanations given to us, the
Company has not advanced loans to directors / to a company in which the Director is
interested to which provisions of section 185 of the Companies Act, 2013 apply and
hence not commented upon. In our opinion and according to the information and
explanations given to us, the Company has made investments and given
guarantees/provided security which is in compliance with the provisions of section 186
of the Companies Act, 2013.

W) The Company has not accepted any deposits within the meaning of Sections 73 to 76 of
the Act and the Companies (Acceptance of Deposits) Rules, 2014 (as amended).
Accordingly, the provisions of clause 3(v) of the Order are not applicable.

(vi) We have broadly reviewed the books of account maintained by the Company pursuant
to the rules made by the Central Government for the maintenance of cost records under
section 148(1) of the Companies Act, 2013, and are of the opinion that prima facie, the

specified accounts and records have been made and maintained. We have not, however,
made a detailed examination of the same.

s\r«‘\
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(vii) (a) The Company is regular in depositing with appropriate authorities undisputed statutory
dues including provident fund, employees’ state insurance, income-tax, sales-tax,
service tax, duty of custom, duty of excise, value added tax, goods and service tax, cess
and other statutory dues applicable to it.

(b) According to the information and explanations given to us, no undisputed amounts
payable in respect of provident fund, employees’ state insurance, income-tax, service
tax, sales-tax, duty of custom, duty of excise, value added tax, goods and service tax,
cess and other statutory dues were outstanding, at the year end, for a period of more than
six months from the date they became payable.

(¢) According to the records of the Company, the dues of income-tax, sales-tax, service tax,
duty of custom, duty of excise, value added tax and cess on account of any dispute, are
as set out in Appendix 1.

(viii) In our opinion and according to the information and explanations given by the
management, the Company has not defaulted in repayment of loans or borrowing to
banks or government. There are no dues which are payable to financial institutions. The
Company did not have any debenture holders during the year.

(ix) According to the information and explanations given by the management, the Company
has not raised any money by way of initial public offer / further public offer / debt
instruments and term loans hence, reporting under clause (ix) is not applicable to the
Company and hence not commented upon.

x) Based upon the audit procedures performed for the purpose of reporting the true and fair
view of the standalone Ind AS financial statements and according to the information and
explanations given by the management, we report that no fraud by the Company or no
material fraud on the Company by the officers and employees of the Company has been
noticed or reported during the year.

(xi) According to the information and explanations given by the management, the
managerial remuneration has been paid / provided in accordance with the requisite
approvals mandated by the provisions of section 197 read with Schedule V to the
Companies Act, 2013.

(xii) In our opinion, the Company is not a nidhi company. Therefore, the provisions of clause
3 (xii) of the order are not applicable to the Company and hence not commented upon.

(xiii) According to the information and explanations given by the management, transactions
with the related parties are in compliance with section 177 and 188 of Companies Act,
2013 where applicable and the details have been disclosed in the notes to the standalone
Ind AS financial statements, as required by the applicable accounting standards.

(xiv) According to the information and explanations given to us and on an overall examination
of the balance sheet, the Company has not made any preferential allotment or private
placement of shares or fully or partly convertible debentures during the year under
review and hence, reporting requirements under clause 3(xiv) are not applicable to the
company and, not commented upon.
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(xv) According to the information and explanations given by the management, the Company
has not entered into any non-cash transactions with directors or persons connected with
him as referred to in section 192 of Companies Act, 2013.

(xvi) According to the information and explanations given to us, the provisions of section 45-
IA of the Reserve Bank of India Act, 1934 are not applicable to the Company.

For S.R. Batliboi & Associates LLP
Chartered Accountants
ICAI Firm Registration Number: 101049W/E300004

& AS

per S Balasu
Partner
Membership 053315

Place of Signature: Hyderabad
Date: May 17, 2019
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Appendix 1 as referred to in paragraph vii(c) of Annexure 1 to Independent Auditors’ Report

Name of the
Statute

Central
Excise Act,
1944

Customs
Act, 1962

Finance Act,
1994

Central Sales
Tax Act and
Sales Tax
Acts of
various
States
Income Tax
Act, 1961

Nature of the
dues

Excise Duty,
Interest and
Penalty

Customs Duty

Cenvat Credit of
Service Tax,
Interest and
Penalty

Service Tax and
Penalty

Sales Tax and
Penalty

Income Tax

Disputed
Amount
in Rs
Million

1,726
510
58

37
6

863
639
177
231
103
203

75

Amount
Paid under
protest in
Rs Million

178

155

211

Period to
which the
amount
relates

2001-2017
1998-2017
2002-2008

2010-2011
2004-2005

2005-2016

2005- 2016

2010-2015

2015-2017

2002-2018

2003-2018

2007-2014
2002-2003

DR. REDDY’S LABORATORIES LIMITED

Forum where
dispute is Pending

Appellate Authority —
upto Commissioners

CESTAT

High Court
Appellate Authority —
upto Commissioners

High Court

CESTAT

Appellate Authority —
upto Commissioners

CESTAT

Appellate Authority —
upto Commissioners
Sales Tax Appellate
Tribunal.

Appellate Tribunal -
Upto Commissioner.

High Court.

High Court.
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ANNEXURE 2 TO THE INDEPENDENT AUDITOR’S REPORT OF EVEN DATE ON THE
STANDALONE IND AS FINANCIAL STATEMENTS OF DR. REDDY’S LABORATORIES
LIMTED

Report on the Internal Financial Controls under Clause (i) of Sub-section 3 of Section 143 of the
Companies Act, 2013 (“the Act”)

We have audited the internal financial controls over financial reporting of Dr. Reddy’s Laboratories
Limited (“the Company™) as of March 31, 2019 in conjunction with our audit of the standalone Ind AS
financial statements of the Company for the year ended on that date.

Management’s Responsibility for Internal Financial Controls

The Company’s Management is responsible for establishing and maintaining internal financial controls
based on the internal control over financial reporting criteria established by the Company considering
the essential components of internal control stated in the Guidance Note on Audit of Internal Financial
Controls Over Financial Reporting issued by the Institute of Chartered Accountants of India. These
responsibilities include the design, implementation and maintenance of adequate internal financial
controls that were operating effectively for ensuring the orderly and efficient conduct of its business,
including adherence to the Company’s policies, the safeguarding of its assets, the prevention and
detection of frauds and errors, the accuracy and completeness of the accounting records, and the timely
preparation of reliable financial information, as required under the Act.

Auditor’s Responsibility

Our responsibility is to express an opinion on the Company's internal financial controls over financial
reporting with reference to these standalone Ind AS financial statements based on our audit. We
conducted our audit in accordance with the Guidance Note on Audit of Internal Financial Controls Over
Financial Reporting (the “Guidance Note”) and the Standards on Auditing as specified under section
143(10) of the Act, to the extent applicable to an audit of internal financial controls and, both issued by
the Institute of Chartered Accountants of India. Those Standards and the Guidance Note require that we
comply with ethical requirements and plan and perform the audit to obtain reasonable assurance about
whether adequate internal financial controls over financial reporting with reference to these standalone
Ind AS financial statements was established and maintained and if such controls operated effectively in
all material respects.

Our audit involves performing procedures to obtain audit evidence about the adequacy of the internal
financial controls over financial reporting with reference to these standalone Ind AS financial statements
and their operating effectiveness. Our audit of internal financial controls over financial reporting
included obtaining an understanding of internal financial controls over financial reporting with
reference to these standalone Ind AS financial statements, assessing the risk that a material weakness
exists, and testing and evaluating the design and operating effectiveness of internal control based on the
assessed risk. The procedures selected depend on the auditor’s judgement, including the assessment of
the risks of material misstatement of the standalone Ind AS financial statements, whether due to fraud
or erTor.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for

our audit opinion on the internal financial controls over financial reporting with reference to these
standalone Ind AS financial statements.
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Meaning of Internal Financial Controls Over Financial Reporting With Reference to these
Standalone Ind AS Financial Statements

A company's internal financial control over financial reporting with reference to these standalone Ind
AS financial statements is a process designed to provide reasonable assurance regarding the reliability
of financial reporting and the preparation of standalone Ind AS financial statements for external
purposes in accordance with generally accepted accounting principles. A company's internal financial
control over financial reporting with reference to these standalone Ind AS financial statements includes
those policies and procedures that (1) pertain to the maintenance of records that, in reasonable detail,
accurately and fairly reflect the transactions and dispositions of the assets of the company; (2) provide
reasonable assurance that transactions are recorded as necessary to permit preparation of standalone Ind
AS financial statements in accordance with generally accepted accounting principles, and that receipts
and expenditures of the company are being made only in accordance with authorisations of management
and directors of the company; and (3) provide reasonable assurance regarding prevention or timely
detection of unauthorised acquisition, use, or disposition of the company's assets that could have a
material effect on the standalone Ind AS financial statements.

Inherent Limitations of Internal Financial Controls Over Financial Reporting With Reference to
these Standalone Ind AS Financial Statements

Because of the inherent limitations of internal financial controls over financial reporting with reference
to these standalone Ind AS financial statements, including the possibility of collusion or improper
management override of controls, material misstatements due to error or fraud may occur and not bhe
detected. Also, projections of any evaluation of the internal financial controls over financial reporting
with reference to these standalone Ind AS financial statements to tuture periods are subject to the risk
that the internal financial control over financial reporting with reference to these standalone Ind AS
financial statements may become inadequate because of changes in conditions, or that the degree of
compliance with the policies or procedures may deteriorate.

Opinion

In our opinion, the Company has, in all material respects, adequate internal financial controls over
financial reporting with reference to these standalone Ind AS financial statements and such internal
financial controls over financial reporting with reference to these standalone Ind AS financial statements
were operating effectively as at March 31, 2019, based on the internal control over financial reporting
criteria established by the Company considering the essential components of internal control stated in
the Guidance Note on Audit of Internal Financial Controls Over Financial Reporting issued by the
Institute of Chartered Accountants of India.

For S.R. Batliboi & Associates LLP
Chartered Accountants
ICAI Firm Registration Number: 101049W/E300004

CHARTERED >
per S

Partner

Membership Number: 053315
Place of Signature: Hyderabad
Date: May 17,2019
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Dr. Reddy’s Laboratories Limited
Balance Sheet
(All amounts in Indian Rupces millions, except share data and where otherwise stated)

i As at As at
Particulars Note 31 March 2019 31 March 2018
ASSETS
Non-current assets
Property, plant and equipment 2.1 39,504 39,790
Capilal work-in-progress 4,001 6,750
Goodwill 2.2 323 323
Other intangible assets 23 7,000 7,060
Financial assets
Investments 24 A 18,191 19,537
Trade receivables 24B 113 169
Loans 24C 332 1,991
Other financial assets 24D 447 437
Deferred tax assets, net 2.25 - 931
Tax assets, net 3,106 3,518
Other non-current assets 25A 126 112
73,143 80,618
Current assets
Inventories 2.6 20,156 18,568
Financial assets
Investments 24 A 21,144 16,828
Trade receivables 24B 37,177 42,038
Derivative instruments 335 17
Cash and cash equivalents 24E 1,132 1,207
Other financial assets 24D 692 509
Other current assets 2.5B 8,696 11,218
89,332 90,385
Total assefs 162,475 171,003
EQUITY AND LIABILITIES
Equity
FEquity share capital 2.7 830 830
Other equity 126,011 117,248
126,841 118,078
Liabilities
Non-current liabilities
Financial liabilities
Borrowings 2.8 A 3,454 4,880
Provisions 29A 547 533
Deferred tax liabilities, net 2.25 555
Other non-current liabilities 2.10A 285 313
4,841 5,726
Current liabilities
Financial liabilities
Botrowings 28B 5,463 21,008
Trade payables 28C
Total outstanding dues of micro enterprises and small enterprises 77 93
Total outstanding dues of creditors other than micro enterprises and small enterprises 10,239 10,517
Derivative instruments 45 85
Other financial liabilities 28D 10,160 11,386
Provisions 29B 1,847 1,734
Other curirent liabilities 2.10B 2,962 2,376
30,793 47.199
Total equity and liabilities 162,475 171,003
The accompanying notes are an integral part of the financial stafements.
As per our report of even date attached
Jfor S.R. Batliboi & Associates LLP for and on behalf of the Board of Directors of Dr. Reddy's Laboratories Limited

Chartered Accountants

registration number: 101049W/E300004
& [N

per nyam K Reddy GV Prasad
Pariner CHARTERED \'(",‘, Chairman Co-Chairiman &
Membership No. 15 ACCOUNTANTS \\ )
Q Id
Place: Hyderabad Saumen Chakraborty
Date: 17 May 2019 Chief Financial Officer Secretary
9
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Dr. Reddy's Laboratories Limited

Statement of Cash Flows

(All amounts in Indian Rupees millions, except share data and where otherwise stated)

Particulars For the year ended For the year ended
31 March 2019 31 March 2018
Cash flows from/(used in) operating activities
Profit before taxation 17,007 6,970
Adjustments:
Depreciation and amortisation expense 7,806 7,741
Impairment loss on other intangible assets 24 53
Equity settled share-based payment expense 389 454
Fair value gain on financial instruments at fair value through profit or loss 221) (33)
Foreign exchange loss / (gain), net 2,455 (665)
(Profit)/Loss on sale/disposal of property , plant and equipment and other intangible assets, net (400) 55
Interest income (812) (649)
Finance costs 568 628
Profit on sale of mutual funds, net (448) (779)
Refund liablity 1,090 1,105
Inventory write-downs 2,085 1,965
Allowances for credit losses, net 212 (12)
Allowances for doubtful advances, net (351) (36)
Loss on sale of non-current investments 341
Provision/(reversal of provision) relating to non-current investments 359 (525)
Changes in operating assets and liabilities:
Trade receivables 3,457 3,361
Inventories (3,673) (2,436)
Trade payables (201) 2,738
Other assets and other liabilities, net 663 (3,150)
Cash generated from operations 30,009 17,126
Income taxes paid, net (2,388) (1,740)
Net cash from operating activities 27,621 15,386
Cash flows from/(used in) investing activities
Proceeds from sale of property, plant and equipment 879 124
Expenditures on properly, plant and equipment (5,775) (7,689)
Expenditures on other intangible assets (753) (293)
Purchase of investments (77,267) (60,620)
Proceeds from sale of investments 74,786 56,278
Loans and advances repaid by subsidiaries 1,800 63
Interest income received 821 338
Net cash used in investing activities (5,509) (11,799)
Cash flows fronv/(used in) financing activities
Proceeds from issuance of equity shares * 1
Proceeds from/(repayment of ) short-term loans and borrowings, net (Refer note 2.8 (d)) (17,049) 1,654
Proceeds from/(repayment of ) long-term loans and borrowings, net (Refer note 2.8 (d)) 1)
Dividends paid (including corporate dividend tax) (4,002) (3,992)
Purchases of treasury shares (535)
Interest paid (645) (706)
Net cash used in financing activities (22,231) (3,044)
Net increase / (decrease) in cash and cash equivalents (119) 543
Effect of exchange rate changes on cash and cash equivalents 44 3)
Cash and cash equivalents at the beginning of the year (Refer note 2.4 E) 1,207 667
Cash and cash equivalents at the end of the year (Refer note 2.4 E) 1,132 1,207

*Rounded off to millions.
The accompanying notes are an integral part of the financial statements.

As per our report of even date attached

for S.R. Batliboi & Associates LLP for and on behalf of the Board of Directors of Dr. Reddy's Laboratories Limited
Chartered Accountants

ICAI registration number: 101049W/E300004

[N
per S K Satish Reddy G V Prasad
Partner \1\ Chairman Co-Chairman &
Membership No.: 533 ) @
»

0
Place: Hyderabad Saumen Chakraborty
Date: 17 May 2019 Chief Financial Officer
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Dr. Reddy’s Laboratories Limited

(All amounts in Indian rupees millions, except share data and where otherwise stated)
Note 1 Description of the Company and significant accounting policies
1.1 Description of the Company

Dr. Reddy’s Laboratories Limited (“Dr. Reddy’s” or “the Company”) is a leading India-based pharmaceutical company
headquartered and having its registered office in Hyderabad, Telangana, India. Through its three businesses - Pharmaceutical
Services and Active Ingredients, Global Generics and Proprietary Products — the Company offers a portfolio of products and
services, including Active Pharmaceutical Ingredients (“APIs”), Custom Pharmaceutical Services (“CPS”), generics, biosimilars
and differentiated formulations.

The Company’s principal research and development facilities are located in the states of Telangana and Andhra Pradesh in India;
its principal manufacturing facilities are located in the states of Telangana, Andhra Pradesh and Himachal Pradesh in India; and
its principal markets are in India, Russia, the United States, the United Kingdom and Germany, The Company’s shares trade on
the Bombay Stock Exchange and the National Stock Exchange in India and also on the New York Stock Exchange in the United
States.

1.2 Basis of preparation of financial statements

a) Statement of compliance

The financial statements of the Company as at and for the year ended 31 March 2019 have been prepared and presented in
accordance with the Indian Accounting Standards (“Ind AS”) notified under the Companies (Indian Accounting Standards)
Rules, 2015 and as amended from time to time.

These financial statements have been prepared by the Company as a going concern on the basis of relevant Ind AS that are
cifective or elected for early adoption at the Company’s annual reporting date, 31 March 2019. These financial statements were
authorised for issuance by the Company’s Board of Directors on 17 May 2019.

b) Basis of measurement

These financial statements have been prepared on the historical cost convention and on an accrual basis, except for the following
material items in the balance sheet:

e derivative financial instruments are measured at fair value;

e financial assets are measured either at fair value or at amortised cost depending on the classification;

e employee defined benefit assets/(liability) are recognised as the net total of the fair value of plan assets, adjusted for
actuarial gains/ (losses) and the present value of the defined benefit obligation;

* long-term borrowings, except obligations under finance leases, are measured at amortised cost using the effective
interest rate method,

e assets held for sale are measured at fair value less costs to sell; and

e share-based payments are measured at fair value;

¢) Functional and presentation currency
These financial statements are presented in Indian rupees, which is the functional currency of the parent company. All financial
information presented in Indian rupees has been rounded to the nearest million.

d) Use of estimates and judgements

The preparation of financial statements in conformity with Ind AS requires management to make judgements, estimates and
assumptions that affect the application of accounting policies and the reported amounts of assets, liabilities, income and expenses.
Actual results may differ from these estimates.

& AS
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Dr. Reddy’s Laboratories Limited

(All amounts in Indian rupees millions, except share data and where otherwise stated)

Note 1 Description of the Company and significant accounting policies (continued)

Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting estimates are recognised in
the period in which the estimates are revised and in any future periods affected. In particular, information about significant areas
of estimation uncertainty and critical judgments in applying accounting policies that have the most significant effect on the
amounts recognised in the financial statements is included in the following notes:

. Note 1.2 (c) — Assessment of functional currency;

. Note 1.3 (c) — Financial instruments;

. Note 1.3 (d) — Business combinations;

. Notes 1.3 (e) and 1.3 (f) — Useful lives of property, plant and equipment and intangible assets;

. Note 1.3 (h) — Valuation of inventories;

. Note 1.3 (i) — Measurement of recoverable amounts of cash-generating units;

. Note 1.3 (j) — Assets and obligations relating to employee benefits;

. Note 1.3 (j) — Share-based payments;

. Note 1.3 (k) — Provisions and other accruals;

. Note 1.3 (I) —Measurement of transaction price in a revenue transaction (Sales returns, rebates and chargeback
provisions)

. Note 1.3 (n) — Evaluation of recoverability of deferred tax assets; and

. Note 1.3 (k) — Contingencies

e) Current and non-current classification

All assets and liabilities have been classified as current or non-current as per the Company’s normal operating cycle and other
criteria set out in the Schedule III to the Companies Act, 2013 and Ind AS 1, Presentation of Financial Statements.

Assets:

An asset is classified as current when it satisfies any of the following criteria:

a) it is expected to be realised in, or is intended for sale or consumption in, the Company’s normal operating cycle;

b) itis held primarily for the purpose of being traded;

c) it is expected to be realised within twelve months after the reporting date; or

d) itis cash or a cash equivalent unless it is restricted from being exchanged or used to settle a liability for at least twelve
months after the reporting date.

Liabilities:
A liability is classified as current when it satisfies any of the following criteria:
a) itis expected to be settled in the Company’s normal operating cycle;
b) it is held primarily for the purpose of being traded;
c) itis due to be settled within twelve months after the reporting date; or
d) the Company does not have an unconditional right to defer settlement of the liability for at least twelve months after the

reporting date. Terms of a liability that could, at the option of the counterparty, result in its settlement by the issue of
equity instruments do not affect its classification.

Current assets and liabilities include the current portion of non-current assets and liabilities respectively. All other assets and
liabilities are classified as non-current. Deferred tax assets and liabilities are always disclosed as non-current.

&A
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Dr. Reddy’s Laboratories Limited

(All amounts in Indian rupees millions, except share data and where otherwise stated)
Note 1 Description of the Company and significant accounting policies (continued)

1.3 Significant accounting policies

a) New Standards adopted by the Company
Ind AS 115, Revenue from Contracts with Customers

In March 2018, the Ministry of Corporate Affairs (“MCA”) has notified Ind AS 115, Revenue from Contracts with Customers,
which is effective for accounting periods beginning on or after 1 April 2018. This comprehensive new standard supersedes Ind
AS 18, Revenue, Ind AS 11, Construction contracts and related interpretations. The new standard amends revenue recognition
requirements and establishes principles for reporting information about the nature, amount, timing and uncertainty of revenue
and cash flows arising from contracts with customers.

The Company adopted Ind AS 115 effective as of 1 April 2018.The impacts of the adoption of the new standard are summarised
below:

Revenue

The Company’s revenue is derived from sale of goods, service income and income from licensing arrangements, each as more
particularly described below. Most of such revenue (approximately 98.5%) is generated from the sale of goods.

Sale of goods

Revenue from sale of goods consists of the sale of generic and branded products and the sale of active pharmaceutical ingredients
and intermediates. Revenue from sale of goods is recognised where control is transferred to the Company’s customers at the time
of shipment to or receipt of goods by the customers. There was no change in the point of recognition of revenue upon adoption
of Ind AS 115.

Service income

Service income, which primarily relates to revenue from contract research, is recognised as and when the underlying services
are performed. There was no change in the point of recognition of revenue upon adoption of Ind AS 115. Upfront non-refundable
payments received under these arrangements continue to be deferred and are recognised over the expected period that related
services are to be performed.

License fees

License fees primarily consist of income from the out-licensing of intellectual property, and other licensing and supply
arrangements with various parties. Revenue from license fees is recognised when control transfers to the third party and the
Company’s performance obligations are satisfied. The adoption of Ind AS 115 did not significantly change the timing or amount
of revenue recognised by the Company from these arrangements, nor did it change accounting for these royalty arrangements,
as the standard’s royalty exception is applied for intellectual property licenses. Upfront non-refundable payments received under
these arrangements continue to be deferred and are recognised over the expected period that related services are to be performed.

Revenues from sale of goods also include revenues from profit sharing arrangements with business partners for sales of the
Company’s products in certain markets. Furthermore, the Company receives milestone payments related to out-licensing of the
intellectual property. Under Ind AS 115, the profit share amount is recognised only to the extent that it is highly probable that a
significant reversal in the amount of profit share will not occur when the uncertainty associated with the profit share is
subsequently resolved. The adoption of Ind AS 115 did not significantly change the timing or amount of revenue recognised by
the Company under these arrangements.

The Company applied the modified retrospective method upon adoption of Ind AS 115 on 1 April 2018. This method requires
the recognition of the cumulative effect of initially applying Ind AS 115 to retained earnings and not to restate prior years.

Overall, the application of this standard did not have a material impact on the Company’s revenue streams from the sale of goods,
service income, license fees, profit share revenues and milestone payments, and associated rebates and sales returns provisions.

&
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Dr. Reddy’s Laboratories Limited

(All amounts in Indian rupees millions, except share data and where otherwise stated)
Note 1 Description of the Company and significant accounting policies (continued)

b) Foreign currency
Foreign currency transactions

Transactions in foreign currencies are translated to the respective functional currencies of entities within the Company at
exchange rates at the dates of the transactions. Monetary assets and liabilities denominated in foreign currencies at the reporting
date are translated into the functional currency at the exchange rate at that date. Non-monetary items that are measured based on
historical cost in a foreign currency are translated at the exchange rate at the date of the transaction. Non-monetary items that are
measured at fair value in a foreign currency are translated using the exchange rates at the date when the fair vaJue was measured.

Exchange differences arising on the settlement of monetary items or on translating monetary items at rates different from those
at which they were translated on initial recognition during the petiod or in previous financial statements are recognised in the
statement of profit and loss in the period in which they arise.

However, foreign currency differences arising from the translation of the following items are recognised in other comprehensive
income (“OCI”):

e certain debt instruments classified as measured at fair value through other comprehensive income;

e certain equity instruments where the Company had made an irrevocable election to present in other comprehensive
income subsequent changes in the fair value;

e a financial liability designated as a hedge of the net investment in a foreign operation, to the extent that the hedge is
effective; and

e qualifying cash flow hedges, to the extent that the hedges are effective.

When several exchange rates are available, the rate used is that at which the future cash flows represented by the transaction or
balance could have been settled if those cash flows had occurred at the ineasurement date.

¢) Financial instruments

A financial instrument is any contract that gives rise to a financial asset of one entity and a financial liability or equity instrument
of another entity.

Financial assets
Initial recognition and measurement

All financial assets are recognised initially at fair value plus, in the case of financial assets not recorded at fair value through
profit or loss, transaction costs that are attributable to the acquisition of the financial asset. Purchases or sales of financial assets
that require delivery of assets within a time frame established by regulation or convention in the market place (regular way
trades) are recognised on the trade date, i.¢., the date that the Company commits to purchase or sell the asset.

Trade receivables are recognised initially at the amount of consideration that is unconditional unless they contain significant
financing components, in which case they are recognised at fair value. The Company’s trade receivables do not contain any
significant financing component and hence are measured at the transaction price measured under Ind AS 115.

Subsequent measurement
For purposes of subsequent measurement, financial assets are classified in four categories

e Debt instruments at amortised cost;

e  Debt instruments at fair value through other comprehensive income (FVTOCI),

e Debt instruments, derivatives and equity instruments at fair value through profit or loss (FVTPL); and
e  Equity instruments measured at fair value through other comprehensive income (FVTOCI),

_ CHARTERED
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Dr. Reddy’s Laboratories Limited

(All amounts in Indian rupees millions, except share data and where otherwise stated)
Note 1 Description of the Company and significant accounting policies (continued)
Debt instruments at amortised cost

A ‘debt instrument’ is measured at the amortised cost if both the following conditions are met:

a) The asset is held within a business model whose objective is to hold assets for collecting contractual cash flows; and
b) Contractual terms of the asset give rise on specified dates to cash flows that are solely payments of principal and interest
(SPPI) on the principal amount outstanding.

After initial measurement, such financial assets are subsequently measured at amortised cost using the effective interest rate
(EIR) method. Amortised cost is calculated by taking into account any discount or premium on acquisition and fees or costs that
are an integral part of the EIR. The EIR amortisation is included in other income in the statement of profit and loss. The losses
arising from impairment are recognised in the statement of profit and loss. This category generally applies to trade and other
receivables.

Debt instrument at FVTOCI

A “debt instrument’ is classified as at the FVTOCI if both of the following criteria are met:
a) The objective of the business model is achieved both by collecting contractual cash flows and selling the financial assets; and
b) The asset’s contractual cash flows represent SPPI.

Debt instruments included within the FVTOCI category are measured initially as well as at each reporting date at fair value. Fair
value movements are recognised in the other comprehensive income (OCI). However, the Company recognises interest income,
impairment losses & reversals and foreign exchange gain or loss in the statement of profit and loss. On derecognition of the
assct, cumulative gain or loss previously recognised in OCI is reclassified to the statement of profit and loss. Interest earned
while holding FVTOCI debt instrument is reported as interest income using the EIR method.

Debt instrument at FVTPL

FVTPL is a residual category for debt instruments. Any debt instrument, which does not meet the criteria for categorisation as
at amortised cost or as FVTOCI, is classified as at FVTPL.

In addition, the Company may elect to designate a debt instrument, which otherwise meets amortised cost or FVTOCI criteria,
as at FVTPL. However, such election is allowed only if doing so reduces or eliminates a measurement or recognition
inconsistency (referred to as ‘accounting mismatch’).

Debt instruments included within the FVTPL category are measured at fair value with all changes recognised in the statement of
profit and loss.

Equity investments

All equity investments within the scope of Ind AS 109 are measured at fair value. Equity instruments which are held for trading
and contingent consideration recognised by an acquirer in a business combination to which Ind AS103 applies are classified as
at FVTPL. For all other equity instruments, the Company may make an irrevocable election to present in other comprehensive
income subsequent changes in the fair value. The Company makes such election on an instrument by-instrument basis. The
classification is made on initial recognition and is irrevocable.

If the Company decides to classify an equity instrument as at FVTOCI, then all fair value changes on the instrument, excluding
dividends, are recognised in the OCL. There is no recycling of the amounts from OCI to the statement of profit and loss, even on
sale of investment. However, the Company may transfer the cumulative gain or loss within equity. Equity investments designated
as FVTOCI are not subject to impairment assessment.

Equity instruments included within the FVTPL category are measured at fair value with all changes recognised in the statement
of profit and loss.
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Note 1 Description of the Company and significant accounting policies (continued)

Investments in subsidiaries and joint venture:

Investments in subsidiaries and joint venture are carried at cost less accumulated impairment losses, if any. Where an indication
of impairment exists, the carrying amount of the investment is assessed and written down immediately to its recoverable amount.
On disposal of investments in subsidiaries and joint venture, the difference between net disposal proceeds and the carrying
amounts are recognised in the statement of profit and loss.

Upon first-time adoption of Ind AS, the Company has elected to measure its investments in subsidiaries and joint ventures at the
Previous GAAP carrying amount as its deemed cost on the date of transition to Ind AS i.e., 1 April 2015.

Derecognition

A financial asset (or, where applicable, a part of a financial asset or part of a group of similar financial assets) is primarily
derecognised (i.e. removed from the Company’s balance sheet) when:

o  The rights to receive cash flows from the asset have expired; or

e The Company has transferred its rights to receive cash flows from the asset or has assumed an obligation to pay the
received cash flows in full without material delay to a third party under a ‘pass-through’ arrangement; and either (a) the
Company has transferred substantially all the risks and rewards of the asset, or (b) the Company has neither transferred
nor retained substantially all the risks and rewards of the asset, but has transferred control of the asset.

When the Company has transferred its rights to receive cash flows from an asset or has entered into a pass-through arrangement,
it evaluates if and to what extent it has retained the risks and rewards of ownership. When it has neither transferred nor retained
substantially all of the risks and rewards of the asset, nor transferred control of the asset, the Company continues to recognise
the transterred asset to the extent of the Company’s continuing involvement. In that case, the Company also recognises an
associated liability. The transferred asset and the associated liability are measured on a basis that reflects the rights and
obligations that the Company has retained.

Impairment of trade receivables and other financial assets

In accordance with Ind AS 109, the Company applies the expected credit loss (ECL) model for measurement and recognition of
impairment loss on trade receivables or any contractual right to receive cash or another financial asset.

For this purpose, the Company follows a ‘simplified approach’ for recognition of impairment loss allowance on the trade
receivable balances. The application of this simplified approach does not require the Company to track changes in credit risk.
Rather, it recognises impairment loss allowance based on lifetime ECLs at each reporting date, right from its initial recognition.

As a practical expedient, the Company uses a provision matrix to determine impairment loss allowance on portfolio of its trade
receivables. The provision matrix is based on its historically observed default rates over the expected life of the trade receivables
and is adjusted for forward-looking estimates. At every reporting date, the historical observed default rates are updated and
changes in the forward-looking estimates are analysed.

Financial liabilities
Initial recognition and measurement

Financial liabilities are classified, at initial recognition, as financial liabilities at fair value through profit or loss, loans and
borrowings, payables, or as derivatives designated as hedging instruments in an effective hedge, as appropriate.

All financial liabilities are recognised initially at fair value and, in the case of loans and borrowings and payables, net of directly
attributable transaction costs.

The Company’s financial liabilities include trade and other payables, loans and borrowings including bank overdrafts and
derivative financial instruments.
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Note 1 Description of the Company and significant accounting policies (continued)

Subsequent measurement
The measurement of financial liabilities depends on their classification, as described below:
Financial liabilities at fair value through profit or loss

Financial liabilities at fair value through profit or Joss include financial liabilities held for trading and financial liabilities
designated upon initial recognition as at fair value through profit or loss. Financial liabilities are classified as held for trading if
they are incurred for the purpose of repurchasing in the near term. This category also includes derivative financial instruments
entered into by the Company that are not designated as hedging instruments in hedge relationships as defined by Ind AS 109.
Separated embedded derivatives are also classified as held for trading unless they are designated as effective hedging instruments.

Gains or losses on liabilities held for trading are recognised in the statement of profit and loss.

Financial liabilities designated upon initial recognition at fair value through profit or loss are designated as such at the initial
date of recognition, and only if the criteria in Ind AS 109 are satisfied. For liabilities designated as FVTPL, fair value gains/
losses attributable to changes in own credit risk are recognised in OCI. These gains/ losses are not subsequently transferred to
the statement of profit and loss. However, the Company may transfer the cumulative gain or loss within equity. All other changes
in fair value of such liability are recognised in the statement of profit and loss. The Company has not designated any financial
liability as fair value through profit and loss.

Loans and borrowings

After initial recognition, interest-bearing loans and borrowings are subsequently measured at amortised cost using the EIR
mcthod. Gains and losscs arc rccognised in the statement of profit and loss when the liabilities are derecognised as well as
through the EIR amortisation process.

Amortised cost is calculated by taking into account any discount or premium on acquisition and fees or costs that are an integral
part of the EIR. The EIR amortisation is included as finance costs in the statement of profit and loss.

Derecognition

A financial liability is derecognised when the obligation under the liability is discharged or cancelled or expires. When an existing
financial liability is replaced by another from the same lender on substantially different terms, or the terms of an existing liability
are substantially modified, such an exchange or modification is treated as the derecognition of the original liability and the
recognition of a new liability. The difference in the respective carrying amounts is recognised in the statement of profit and loss.

Derivative financial instruments

The Company is exposed to exchange rate risk which arises from its foreign exchange revenues and expenses, primarily in US
dollars, UK pounds sterling, Russian roubles Brazilian reals, South African rands (“ZAR”), Romanian new leus (“RON”) and
Euros, and foreign currency debt in US dollars, Russian roubles, Ukrainian hryvnias and Euros.

The Company uses derivative financial instruments such as foreign exchange forward contracts, option contracts and swap
contracts to mitigate its risk of changes in foreign currency exchange rates. The Company also uses non-derivative financial
instruments as part of its foreign currency exposure risk mitigation strategy.

Hedges of highly probable forecasted transactions

The Company classifies its derivative financial instruments that hedge foreign currency risk associated with highly probable
forecasted transactions as cash flow hedges and measures them at fair value. The effective portion of such cash flow hedges is
recorded in the Company’s hedging reserve as a component of equity and re-classified to the statement of profit and loss as part

of the hedged item in the period corresponding to the occurrence of the forecasted transactions. The ineffective portion of such
cash flow hedges is recorded in the statement of profit and loss as finance costs immediately.
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Note 1 Description of the Company and significant accounting policies (continued)

The Company also designates certain non-derivative financial liabilities, such as foreign currency borrowings from banks, as
hedging instruments for hedge of foreign currency risk associated with highly probable forecasted transactions. Accordingly, the
Company applies cash flow hedge accounting to such relationships. Remeasurement gain/ loss on such non-derivative financial
liabilities is recorded in the Company’s hedging reserve as a component of equity and reclassified to the statement of profit and
Joss as part of the hedged item in the period corresponding to the occurrence of the forecasted transactions.

If the hedging instrument no longer meets the criteria for hedge accounting, expires or is sold, terminated or exercised, then
hedge accounting is discontinued prospectively. The cumulative gain or loss previously recognised in other comprehensive
income, remains there until the forecasted transaction occurs. If the forecasted transaction is no longer expected to occur, then
the balance in other comprehensive income is recognised immediately in the statement of profit and loss.

Hedges of recognised assets and liabilities

Changes in the fair value of derivative contracts that economically hedge monetary assets and liabilities in foreign currencies,
and for which no hedge accounting is applied, are recognised in the statement of profit and loss. The changes in fair value of
such derivative contracts, as well as the foreign exchange gains and losses relating to the monetary items, are recognised in the
statement of profit and loss. If the hedged item is derecognised, the unamortised fair value is recognised immediately in the
statement of profit and loss.

Hedges of changes in the interest rates

Consistent with its risk management policy, the Company uses interest rate swaps to mitigate the risk of changes in interest rates.
The Company does nat use them for trading or speculative purposes.

Cash and cash equivalents

Cash and cash equivalents consist of cash on hand, demand deposits and short-term, highly liquid investments that are readily
convertible into known amounts of cash and which are subject to insignificant risk of changes in value. For this purpose, “short-
term” means investments having original maturities of three months or less from the date of investment. Bank overdrafts that are
repayable on demand form an integral part of the Company’s cash management and are included as a component of cash and
cash equivalents for the purpose of the statement of cash flows.

d) Business combinations

In accordance with the provisions of Ind AS 101, First time adoption of Indian Accounting Standards, the Company has elected
to apply the accounting for business combinations prospectively from transition datei.e., 1 April 2015. As such, Indian GAAP
balances relating to business combinations entered into before that date, including goodwill, have been carried forward.

The Company uses the acquisition method of accounting to account for business combinations. The acquisition date is the date
on which control is transferred to the acquirer. Judgement is applied in determining the acquisition date and determining whether
control is transferred from one party to another. Control exists when the Company is exposed to, or has rights to variable returns
from its involvement with the entity and has the ability to affect those returns through power over the entity. In assessing control,
potential voting rights are considered only if the rights are substantive. The Company measures goodwill as of the applicable
acquisition date at the fair value of the consideration transferred, including the recognised amount of any non-controlling interest
in the acquiree, less the net recognised amount of the identifiable assets acquired and liabilities assumed.

When the fair value of the net identifiable assets acquired and liabilities assumed exceeds the consideration transferred, a bargain
purchase gain is recognised immediately in the OCI and accumulates the same in equity as capital reserve where there exists
clear evidence of the underlying reasons for classifying the business combination as a bargain purchase else the gain is directly
recognised in equity as capital reserve. Consideration transferred includes the fair values of the assets transferred, liabilities
incurred by the Company to the previous owners of the acquiree, and equity interests issued by the Company. Consideration
transferred also includes the fair value of any contingent consideration. Consideration transferred does not include amounts
related to the settlement of pre-existing relationships. Any goodwill that arises on account of such business combination is tested

annually for impairment.
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Note 1 Description of the Company and significant accounting policies (continued)

Any contingent consideration is measured at fair value at the date of acquisition. If an obligation to pay contingent consideration
that meets the definition of a financial instrument is classified as equity, then it is not re-measured and the settlement is accounted
for within equity. Otherwise, other contingent consideration is re-measured at fair value at each reporting date and subsequent
changes in the fair value of the contingent consideration are recorded in the statement of profit and loss.

A contingent liability of the acquiree is assumed in a business combination only if such a liability represents a present obligation
and arises from a past event, and its fair value can be measured reliably.

e) Property, plant and equipment
Recognition and measurement

Items of property, plant and equipment are measured at cost less accumulated depreciation and accumulated impairment losses,
if any. Cost includes expenditures that are directly attributable to the acquisition of the asset. The cost of self-constructed assets
includes the cost of materials and other costs directly attributable to bringing the asset to a working condition for its intended
use. Borrowing costs that are directly attributable to the construction or production of a qualifying asset are capitalised as part of
the cost of that asset.

When parts of an item of property, plant and equipment have different useful lives, they are accounted for as separate items
(major components) of property, plant and equipment.

Gains and losses upon disposal of an item of property, plant and equipment are determined by comparing the proceeds from
disposal with the carrying amount of property, plant and equipment and are recognised in the statement of profit and Joss.

The cost of replacing part of an item of property, plant and equipment is recognised in the carrying amount of the item if it is
probable that the future economic benefits embodied within the part will flow to the Company and its cost can be measured
reliably. The costs of repairs and maintenance are recognised in the statement of profit and loss as incurred.

Items of property, plant and equipment acquired through exchange of non-monetary assets are measured at fair value, unless the
exchange transaction lacks commercial substance or the fair value of either the asset received or asset given up is not reliably
measurable, in which case the asset exchanged is recorded at the carrying amount of the asset given up.

Depreciation

Depreciation is recognised in the statement of profit and loss on a straight line basis over the estimated useful lives of property,
plant and equipment. Leased assets are depreciated over the shorter of the lease term and their useful lives. Land is not
depreciated.

Leasehold improvements are depreciated over the period of the lease agreement or the useful life, whichever is shorter.
Depreciation methods, useful lives and residual values are reviewed at each reporting date.

The estimated useful lives are as follows:

Particulars Years
Buildings
- Factory and administrative buildings 20to 30
- Ancillary structures 3t010
Plant and machinery 5to 10
Furniture, fixtures and office equipment 3t08
Vehicles 4t05
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Note 1 Description of the Company and significant accounting policies (continued)

Schedule IT to the Companies Act, 2013 (“Schedule”) prescribes the useful lives for various classes of tangible assets. For certain
class of assets, based on the technical evaluation and assessment, the Company believes that the useful lives adopted by it best
represent the period over which an asset is expected to be available for use. Accordingly, for these assets, the useful lives
estimated by the Company are different from those prescribed in the Schedule.

Software for internal use, which is primarily acquired from third-party vendors and which is an integral part of a tangible asset,
including consultancy charges for implementing the software, is capitalised as part of the related tangible asset. Subsequent costs
associated with maintaining such software are recognised as expense as incurred. The capitalised costs are amortised over the
estimated useful life of the software or the remaining useful life of the tangible fixed asset, whichever is lower.

Advances paid towards the acquisition of property, plant and equipment outstanding at each reporting date and the cost of
property, plant and equipment not ready to use before such date are disclosed as such under other non-current assets. Assets not
ready for use are not depreciated but are tested for impairment.

f) Goodwill and other intangible assets

Recognition and measurement

Goodwill Goodwill represents the excess of consideration transferred, together with the amount of non-

controlling interest in the acquiree, over the fair value of the Company’s share of identifiable
net assets acquired.
Goodwill is measured at cost less accumulated impairment losses. In respect of equity
accounted investees, the carrying amount of goodwill is included in the carrying amount of
the investment, and any impairment loss on such an investment is not allocated to any asset,
including goodwill, that forms part of the carrying value of the equity accounted investee.

Other intangible assets Other intangible assets that are acquired by the Company and that have finite useful lives are
measured at cost less accumulated amortisation and accumulated impairment losses.

Research and development Expenditures on research activities undertaken with the prospect of gaining new scientific or
technical knowledge and understanding are recognised in the statement of profit and loss
when incurred.

Development activities involve a plan or design for the production of new or substantially
improved products and processes. Development expenditures are capitalised only if

e development costs can be measured reliably;

e the product or process is technically and commercially feasible;

e future economic benefits are probable and

e the Company intends to, and has sufficient resources to complete development and

to use or sell the asset.

The expenditures to be capitalised include the cost of materials and other costs directly
attributable to preparing the asset for its intended use. Other development expenditures are
recognised in the statement of profit and loss as incurred. As of 31 March 2019, none of the
development expenditure amounts has met the aforesaid recognition criteria.

Separate acquisition of Payments to third parties that generally take the form of up-front payments and milestones

intangible assets for in-licensed products, compounds and intellectual property are capitalised. The Company’s
criteria for capitalisation of such assets are consistent with the guidance given in paragraph
25 of Indian Accounting Standard 38 (“Ind AS 38”) (i.e., the receipt of economic benefits
embodied in each intangible asset separately purchased or licensed in the transaction is
considered to be probable).

In-Process Research and Acquired research and development intangible assets that are under development are

Development assets recognised as In-Process Research and Development assets (“IPR&D”) or Intangible assets

(“IPR&D”) or Intangible under development. IPR&D assets are not amortised, but evaluated for potential impairment

assets under development on an annual basis or when there are indications that the carrying value may not be
recoverable. Any impairment charge on such IPR&D assets is recorded in the statement of
profit and loss.
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Note 1 Description of the Company and significant accounting policies (continued)

Subsequent expenditure

Other intangible assets Subsequent expenditures are capitalised only when they increase the future economic benefits
embodied in the specific asset to which they relate. All other expenditures, including
expenditures on internally generated goodwill and brands, is recognised in the statement of
profit and loss as incurred.

In-Process Research and Subsequent expenditure on an IPR&D project acquired separately or in a business

Development assets combination and recognised as an intangible asset is:

(“IPR&D”) or Intangible a) recognised as an expense when incurred, if it is research expenditure;

assets under development b) recognised as an expense when incurred, if it is development expenditure that does not
satisfy the criteria for recognition as an intangible asset in paragraph 57 of Ind AS 38;
and

c¢) added to the carrying amount of the acquired in-process research or development project,
if it is development expenditure that satisfies the recognition criteria in paragraph 57 of
Ind AS 38.

Amortisation

Amortisation is recognised in the statement of profit and loss on a straight-line basis over the estimated useful lives of intangible
assets. Intangible assets that are not available for use are amortised from the date they are available for use.

The estimated useful lives are as follows:

Particulars Years
Product related intangibles 3to 15
Customer related intangibles 2to5
Other intangibles 3to5

The amortisation period and the amortisation method for intangible assets with a finite useful life are reviewed at each reporting
date.

Goodwill, intangible assets relating to products in development, other intangible assets not available for use and intangible assets
having indefinite useful life are subject to impairment testing at each reporting date. All other intangible assets are tested for
impairment when there are indications that the carrying value may not be recoverable. All impairment losses are recognised
immediately in the statement of profit and loss.

De-recognition of intangible assets

Intangible assets are de-recognised either on their disposal or where no future economic benefits are expected from their use.
Losses arising on such de-recognition are recorded in the statement of profit and loss, and are measured as the difference between
the net disposal proceeds, if any, and the carrying amount of respective intangible assets as at the date of de-recognition.

g) Leases

At the inception of each lease, the lease arrangement is classified as either a finance lease or an operating lease, based on the
substance of the lease arrangement.
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Note 1 Description of the Company and significant accounting policies (continued)
Finance leases

A finance lease is recognised as an asset and a liability at the commencement of the lease, at the lower of the fair value of the
asset and the present value of the minimum lease payments. Initial direct costs, if any, are also capitalised and, subsequent to
initial recognition, the asset is accounted for in accordance with the accounting policy applicable to that asset. Minimum lease
payments made under finance leases are apportioned between the finance expense and the reduction of the outstanding lease
liability. The finance expense is allocated to each period during the lease term so as to produce a constant periodic rate of interest
on the remaining balance of the liability.

Operating leases

Other leases are operating leases, and the leased assets are not recognised on the Company’s balance sheet. Payments made under
operating leases are recognised in the statement of profit and loss on a straight-line basis over the term of the lease.

Operating lease incentives received from the landlord are recognised as a reduction of rental expense on a straight line basis over
the lease term

h) Inventories

Inventeries consist of raw materials, stores and spares, work-in-progress and finiched goods and are measured at the lower of
cost and net realisable value. The cost of all categories of inventories is based on the weighted average method. Cost includes
expenditures incurred in acquiring the inventories, production or conversion costs and other costs incurred in bringing them to
their existing locaticn and condition, [n the case of finished goods and work-in-progress, cost includes an appropriate share of
overheads based on normal operating capacity. Stores and spares consists of packing materials, engineering spares (such as
machinery spare parts) and consumables (such as lubricants, colton waste and oils), which are used in operating machines or
consumed as indirect materials in the manufacturing process.

Net realisable value is the estimated selling price in the ordinary course of business, less the estimated costs of completion and
selling expenses.

The factors that the Company considers in determining the provision for slow moving, obsolete and other non-saleable inventory
include estimated shelf life, planned product discontinuances, price changes, ageing of inventory and introduction of competitive
new products, to the extent each of these factors impact the Company’s business and markets. The Company considers all these
factors and adjusts the inventory provision to reflect its actual experience on a periodic basis.

i) Impairment of non-financial assets

The carrying amounts of the Company’s non-financial assets, other than inventories and deferred tax assets are reviewed at each
reporting date to determine whether there is any indication of impairment. If any such indication exists, then the asset’s
recoverable amount is estimated. For goodwill and intangible assets that have indefinite lives or that are not yet available for use,
an impairment test is performed each year at 31 March.

The recoverable amount of an asset or cash-generating unit (as defined below) is the greater of its value in use and its fair value
less costs to sell. In assessing value in use, the estimated future cash flows are discounted to their present value using a pre-tax
discount rate that reflects current market assessments of the time value of money and the risks specific to the asset or the cash-
generating unit. For the purpose of impairment testing, assets are grouped together into the smallest group of assets that generate
cash inflows from continuing use that are largely independent of the cash inflows of other assets or groups of assets (the “cash-
generating unit”).

The goodwill acquired in a business combination is, for the purpose of impairment testing, allocated to cash-generating units
that are expected to benefit from the synergies of the combination.
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Note 1 Description of the Company and significant accounting policies (continued)

An impairment loss is recognised in the statement of profit and loss if the estimated recoverable amount of an asset or its cash-
generating unit is lower than its carrying amount. Impairment losses recognised in respect of cash-generating units are allocated
first to reduce the carrying amount of any goodwill allocated to the units and then to reduce the carrying amount of the other
assets in the unit on a pro-rata basis.

An impairment loss in respect of goodwill is not reversed. In respect of other assets, impairment losses recognised in prior periods
are assessed at each reporting date for any indications that the loss has decreased or no longer exists. An impairment loss is
reversed if there has been a change in the estimates used to determine the recoverable amount. An impairment loss is reversed
only to the extent that the asset’s carrying amount does not exceed the carrying amount that would have been determined, net of
depreciation or amortisation, if no impairment loss had been recognised. Goodwill that forms part of the carrying amount of an
investment in an associate is not recognised separately, and therefore is not tested for impairment separately. Instead, the entire
amount of the investment in an associate is tested for impairment as a single asset when there is objective evidence that the
investment in an associate may be impaired.

j) Employee benefits
Short-term employee benefits

Short-term employee benefits are expensed as the related service is provided. A liability is recognised for the amount expected
to be paid if the Company has a present legal or constructive obligation to pay this amount as a result of past service provided
by the employee and the obligation can be estimated reliably.

Defined contribution plans

The Company’s contributions to defined contribution plans are charged to the statement of profit and loss as and when the
services are received from the employees.

Defined benefit plans

The liability in respect of defined benefit plans and other post-employment benefits is calculated using the projected unit credit
method consistent with the advice of qualified actuaries. The present value of the defined benefit obligation is determined by
discounting the estimated future cash outflows using interest rates of high-quality corporate bonds that are denominated in the
currency in which the benefits will be paid, and that have terms to maturity approximating to the terms of the related defined
benefit obligation. In countries where there is no deep market in such bonds, the market interest rates on government bonds are
used. The current service cost of the defined benefit plan, recognised in the statement of profit and loss in employee benefit
expense, reflects the increase in the defined benefit obligation resulting from employee service in the current year, benefit
changes, curtailments and settlements. Past service costs are recognised immediately in the statement of profit and loss. The net
interest cost is calculated by applying the discount rate to the net balance of the defined benefit obligation and the fair value of
plan assets. This cost is included in employee benefit expense in the statement of profit and loss. Actuarial gains and losses
arising from experience adjustments and changes in actuarial assumptions are recognized in OCI in the period in which they
arise.

When the benefits under a plan are changed or when a plan is curtailed, the resulting change in benefit that relates to past service
or the gain or loss on curtailment is recognised immediately in the statement of profit and loss. The Company recognises gains
or losses on the settlement of a defined benefit plan obligation when the settlement occurs.
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Note 1 Description of the Company and significant accounting policies (continued)

Termination benefits

Termination benefits are recognised as an expense in the statement of profit and loss when the Company is demonstrably
committed, without realistic possibility of withdrawal, to a formal detailed plan to either terminate employment before the normal
retirement date, or to provide termination benefits as a result of an offer made to encourage voluntary redundancy. Termination
benefits for voluntary redundancies are recognised as an expense in the statement of profit and loss if the Company has made an
offer encouraging voluntary redundancy, it is probable that the offer will be accepted, and the number of acceptances can be
estimated reliably.

Other long-term employee benefits

The Company’s net obligation in respect of other long-term employee benefits is the amount of future benefit that employees
have eamned in return for their service in the current and previous periods. That benefit is discounted to determine its present
value. Re-measurements are recognised in the statement of profit and loss in the period in which they arise.

Compensated absences

The Company’s current policies permit certain categories of its employees to accumulate and carry forward a portion of their
unutilised compensated absences and utilise them in future periods or receive cash in lieu thereof in accordance with the terms
of such policies. The Company measures the expected cost of accumulating compensated absences as the additional amount that
the Company incurs as a result of the unused entitlement that has accumulated at the reporting date. Such measurement is based
on actuarial valuation as at the reporting date carried out by a qualified actuary.

Equity settled share-based payment transactions

The grant date fair value of options granted to employees is recognised as an employee expense, in the statement of profit and
loss, with a corresponding increase in equity, over the period that the employees become unconditionally entitled to the options.
The amount recognised as an expense is adjusted to reflect the number of awards for which the related service and performance
conditions are expected to be met, such that the amount ultimately recognised is based on the number of awards that meet the
related service and performance conditions at the vesting date. The expense is recorded for each separately vesting portion of
the award as if the award was, in substance, multiple awards. The increase in equity recognised in connection with share-based
payment transaction is presented as a separate component in equity under “share-based payment reserve”. The amount recognised
as an expense is adjusted to reflect the actual number of stock options that vest.

Cash settled share-based payment transactions

The fair value of the amount payable to employees in respect of share-based payment transactions which are settled in cash is
recognised as an expense, with a corresponding increase in liabilities, over the period during which the employees become
unconditionally entitled to payment. The liability is re-measured at each reporting date and at the settlement date based on the
fair value of the share-based payment transaction. Any changes in the liability are recognised in the statement of profit and loss.

k) Provisions

A provision is recognised in the statement of profit and loss if, as a result of a past event, the Company has a present legal or
constructive obligation that can be estimated reliably, and it is probable that an outflow of economic benefits will be required to
settle the obligation. If the effect of the time value of money is material, provisions are determined by discounting the expected
future cash flows at a pre-tax rate that reflects current market assessments of the time value of money and the risks specific to
the liability. Where discounting is used, the increase in the provision due to the passage of time is recognised as a finance cost.

Restructuring

A provision for restructuring is recognised in the statement of profit and loss when the Company has approved a detailed and
formal restructuring plan, and the restructuring either has commenced or has been announced publicly. Future operating costs
are not provided.
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Note 1 Description of the Company and significant accounting policies (continued)

Onerous contracts

A provision for onerous contracts is recognised in the statement of profit and loss when the expected benefits to be derived by
the Company from a contract are lower than the unavoidable cost of meeting its obligations under the contract. The provision is
measured at the present value of the lower of the expected cost of terminating the contract and the expected net cost of continuing
with the contract. Before a provision is established, the Company recognises any impairment loss on the assets associated with
that contract.

Reimbursement rights

Expected reimbursements for expenditures required to settle a provision are recognised in the statement of profit and loss only
when receipt of such reimbursements is virtually certain. Such reimbursements are recognised as a separate asset in the balance
sheet, with a corresponding credit to the specific expense for which the provision has been made.

Contingent liabilities and contingent assets

A disclosure for a contingent liability is made when there is a possible obligation or a present obligation that may, but probably
will not, require an outflow of resources. Where there is a possible obligation or a present obligation in respect of which the
likelihood of outflow of resources is remote, no provision or disclosure is made.

Contingent assets are not recognised in the financial statements. A contingent asset is disclosed where an inflow of economic
benefits is probable. Contingent assets are assessed continually and, if it is virtually certain that an inflow of economic benefits
will arise, the asset and related income are recognised in the period in which the change occurs.

I) Revenue
The Company’s revenue is derived from sales of goods, service income and income from licensing arrangements. Most of such
revenue is generated from the sale of goods.

Accounting policies relating to revenue for the periods after 31 March 2018 are as follows:

Sale of goods
Revenue is recognised when the control of the goods has been transferred to a third party. This is usually when the title passes
to the customer, either upon shipment or upon receipt of goods by the customer. At that point, the customer has full discretion
over the channel and price to sell the products, and there are no unfulfilled obligations that could affect the customer’s acceptance
of the product.

Revenue from the sale of goods is measured at the transaction price which is the consideration received or receivable, net of
returns, taxes and applicable trade discounts and allowances. Revenue includes shipping and handling costs billed to the
customer.

In arriving at the transaction price, the Company considers the terms of the contract with the customers and its customary business
practices. The transaction price is the amount of consideration the Company is entitled to receive in exchange for transferring
promised goods or services, excluding amounts collected on behalf of third parties. The amount of consideration varies because
of estimated rebates, returns and chargebacks, which are considered to be key estimates. Any amount of variable consideration
is recognised as revenue only to the extent that it is highly probable that a significant reversal will not occur. The Company
estimates the amount of variable consideration using the expected value method.
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Dr. Reddy’s Laboratories Limited

(All amounts in Indian rupees millions, except share data and where otherwise stated)

Note 1 Description of the Company and significant accounting policies (continued)
Presented below are the points of recognition of revenue with respect to the Company’s sale of goods:

Particulars Point of recognition of revenue
Upon delivery of products to distributors by clearing and forwarding agents of the
Sales of generic products in India Company. Control over the generic products is transferred by the Company when the
goods are delivered to distributors from clearing and forwarding agents.
Sales of active pharmaceutical
ingredients and intermediates in
India

Upon delivery of products to customers (generally formulation manufacturers), from the
factories of the Company.

Upon delivery of the products to the customers unless the terms of the applicable contract
provide for specific revenue generating activities to be completed, in which case revenue
is recognised once all such activities are completed.

Export sales and other sales
outside of India

Profit share revenues

The Company from time to time enters into marketing arrangements with certain business partners for the sale of its products in
certain markets. Under such arrangements, the Company sells its products to the business partners at a non-refundable base
purchase price agreed upon in the arrangement and is also entitled to a profit share which is over and above the base purchase
price. The profit share is typically dependent on the business partner’s ultimate net sale proceeds or net profits, subject to any
reductions or adjustments that are required by the terms of the arrangement. Such arrangements typically require the business
partner to provide confirmation of units sold and net sales or net profit computations for the products covered under the
arrangement.

Revenue in an amount equal to the base purchase price is recognised in these transactions upon delivery of products to the
business partners. An additional amount representing the profit share component is recognised as revenue only to the extent that
it is highly probable that a significant reversal will not occur.

At the end of each reporting period, the Company updates the estimated transaction price (including updating its assessment of
whether an estimate of variable consideration is constrained) to represent faithfully the circumstances present at the end of the
reporting period and the changes in circumstances during the reporting period.

Out licensing arrangements, milestone payments and royalties -

Revenues include amounts derived from product out-licensing agreements. These arrangements typically consist of an initial up-
front payment on inception of the license and subsequent payments dependent on achieving certain milestones in accordance
with the terms prescribed in the agreement. In cases where the transaction has two or more components, the Company accounts
for the delivered item (for example, the transfer of title to the intangible asset) as a separate unit of accounting and record revenue
upon delivery of that component, provided that the Company can make a reasonable estimate of the fair value of the undelivered
component. Otherwise, non-refundable up-front license fees received in connection with product out-licensing agreements are
deferred and recognised over the period in which the Company has pending performance obligations. Milestone payments which
are contingent on achieving certain clinical milestones are recognised as revenues either on achievement of such milestones,
over the performance period depending on the terms of the contract. If milestone payments are creditable against future royalty
payments, the milestones are deferred and released over the period in which the royalties are anticipated to be paid.

Royalty income earned through a license is recognised when the underlying sales have occurred.
Provision for chargeback, rebates and discounts

Provisions for chargeback, rebates, discounts and Medicaid payments are estimated and provided for in the year of sales and
recorded as reduction of revenue. A chargeback claim is a claim made by the wholesaler for the difference between the price at
which the product is initially invoiced to the wholesaler and the net price at which it is agreed to be procured from the Company.
Provisions for such chargebacks are accrued and estimated based on historical average chargeback rate actually claimed over a
period of time, current contract prices with wholesalers/other customers and estimated inventory holding by the wholesaler.
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(All amounts in Indian rupees millions, except share data and where otherwise stated)

Note 1 Description of the Company and significant accounting policies (continued)

Shelf stock adjustments

Shelf stock adjustments are credits issued to customers to reflect decreases in the selling price of products sold by the Company,
and are accrued when the prices of certain products decline as a result of increased competition upon the expiration of limited
competition or exclusivity periods. These credits are customary in the pharmaceutical industry, and are intended to reduce the
customer inventory cost to better reflect the current market prices. The determination to grant a shelf stock adjustment to a
customer is based on the terms of the applicable contract, which may or may not specifically limit the age of the stock on which
a credit would be offered.

Sales Returns

The Company accounts for sales returns accrual by recording refund liability concurrent with the recognition of revenue at the
time of a product sale. This liability is based on the Company’s estimate of expected sales returns. The Company deals in various
products and operates in various markets. Accordingly, the estimate of sales returns is determined primarily by the Company’s
historical experience in the markets in which the Company operates. With respect to established products, the Company considers
its historical experience of sales returns, levels of inventory in the distribution channel, estimated shelf life, product
discontinuances, price changes of competitive products, and the introduction of competitive new products, to the extent each of
these factors impact the Company’s business and markets. With respect to new products introduced by the Company, such
products have historically been either extensions of an existing line of product where the Company has historical experience or
in therapeutic categories where established products exist and are sold either by the Company or the Company’s competitors. At
the time of recognising the refund liability the Company also recognises an asset (i.e., right to the returned goods), which is
included in inventories for the products expected to be returned. The Company initially measures this asset at the former carrying
amount of the inventory, less any expected costs to recover the goods, including any potential decreases in the value of the
returned goods.

Along with re-measuring the refund liability at the end of each reporting period, the Company updates the measurement of the
asset recorded for any revisions to its expected level of returns, as well as any additional decreases in the value of the returned
products.

Services

Revenue from services rendered, which primarily relate to contract research, is recognised in the statement of profit and loss as
the underlying services are performed. Upfront non-refundable payments received under these arrangements are deferred and
recognised as revenue over the expected period over which the related services are expected to be performed.

License fees

License fees primarily consist of income from the out-licensing of intellectual property, and other licensing and supply
arrangements with various parties. Revenue from license fees is recognised when control transfers to the third party and the
Company’s performance obligations are satisfied. Some of these arrangements include certain performance obligations by the
Company. Revenue from such arrangements is recognised in the period in which the Company completes all its performance
obligations.

Accounting policies relating to revenue for period ending on or prior to 31 March 2018 are as follows:
Revenue
Sale of goods

Revenue is recognised when the significant risks and rewards of ownership have been transferred to the buyer, recovery of the
consideration is probable, the associated costs and possible return of goods can be estimated reliably, there is no continuing
management involvement with the goods and the amount of revenue can be measured reliably. Revenue from the sale of goods
includes relevant taxes and is measured at the fair value of the consideration received or receivable, net of returns, sales tax and
applicable trade discounts and allowances. Revenue includes shipping and handling costs billed to the customer.

U A

. CHARTERED
o ACCOUNTANTS
iy

DR. REDDY’S LABORATORIES LIMITED



Dr. Reddy’s Laboratories Limited

(All amounts in Indian rupees millions, except share data and where otherwise stated)

Note 1 Description of the Company and significant accounting policies (continued)

Revenue from sales of generic products in India is recognised upon delivery of products to distributors by clearing and forwarding
agents of the Company. Significant risks and rewards in respect of ownership of generic products are transferred by the Company
when the goods are delivered to distributors from clearing and forwarding agents. Clearing and forwarding agents are generally
compensated on a commission basis as a percentage of sales made by them. Revenue from sales of active pharmaceutical
ingredients and intermediates in India is recognised on delivery of products to customers (generally formulation manufacturers),
from the factories of the Company.

Revenue from export sales and other sales outside of India is recognised when the significant risks and rewards of ownership of
products are transferred to the customers. Such transfer occurs upon delivery of the products to the customers unless the terms
of the applicable contract provide for specific revenue generating activities to be completed, in which case revenue is recognised
once all such activities are completed.

Profit share revenues

The Company from time to time enters into marketing arrangements with certain business partners for the sale of its products in
certain markets. Under such arrangements, the Company sells its products to the business partners at a non-refundable base
purchase price agreed upon in the arrangement and is also entitled to a profit share which is over and above the base purchase
price. The profit share is typically dependent on the business partner’s ultimate net sale proceeds or net profits, subject to any
reductions or adjustments that are required by the terms of the arrangement. Such arrangements typically require the business
partner to provide confirmation of units sold and net sales or net profit computations for the products covered under the
arrangement.

Revenue in an amount equal to the base purchase price is recognised in these transactions upon delivery of products to the
business partners. An additional amount representing the profit share component is recognised as revenue in the period which
corresponds to the ultimate sales of the products made by business partners only when the collectability of the profit share
becomes probable and a reliable measurement of the profit share is available. Otherwise, recognition is deferred to a subsequent
period pending satisfaction of such collectability and measurability requirements. In measuring the amount of profit share
revenue to be recognised for each period, the Company uses all available information and evidence, including any confirmations
from the business partner of the profit share amount owed to the Company, to the extent made available before the date the
Company’s Board of Directors authorises the issuance of its financial statements for the applicable period.

Milestone payments and out licensing arrangements

Revenues include amounts derived from product out-licensing agreements. These arrangements typically consist of an initial up-
front payment on inception of the license and subsequent payments dependent on achieving certain milestones in accordance
with the terms prescribed in the agreement. Non-refundable up-front license fees received in connection with product out-
licensing agreements are deferred and recognised over the period in which the Company has continuing performance obligations.
Milestone payments which are contingent on achieving certain clinical milestones are recognised as revenues either on
achievement of such milestones, if the milestones are considered substantive, or over the period the Company has continuing
performance obligations, if the milestones are not considered substantive. If milestone payments are creditable against future
royalty payments, the milestones are deferred and released over the period in which the royalties are anticipated to be paid.

Provision for chargeback, rebates and discounts

Provisions for chargeback, rebates, discounts and Medicaid payments are estimated and provided for in the year of sales and
recorded as reduction of revenue. A chargeback claim is a claim made by the wholesaler for the difference between the price at
which the product is initially invoiced to the wholesaler and the net price at which it is agreed to be procured from the Company.
Provisions for such chargebacks are accrued and estimated based on historical average chargeback rate actually claimed over a
period of time, current contract prices with wholesalers/other customers and estimated inventory holding by the wholesaler.
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(All amounts in Indian rupees millions, except share data and where otherwise stated)
Note 1 Description of the Company and significant accounting policies (continued)

Shelf stock adjustments

Shelf stock adjustments are credits issued to customers to reflect decreases in the selling price of products sold by the Company,
and are accrued when the prices of certain products decline as a result of increased competition upon the expiration of limited
competition or exclusivity periods. These credits are customary in the pharmaceutical industry, and are intended to reduce the
customer inventory cost to better reflect the current market prices. The determination to grant a shelf stock adjustment to a
customer is based on the terms of the applicable contract, which may or may not specifically limit the age of the stock on which
a credit would be offered.

Sales Returns

The Company accounts for sales returns accrual by recording an allowance for sales returns concurrently with the recognition of
revenue at the time of a product sale. This allowance is based on the Company’s estimate of expected sales returns. The Company
deals in various products and operates in various markets. Accordingly, the estimate of sales returns is determined primarily by
the Company’s historical experience in the markets in which the Company operates. With respect to established products, the
Company considers its historical experience of sales returns, levels of inventory in the distribution channel, estimated shelf life,
product discontinuances, price changes of competitive products, and the introduction of competitive new products, to the extent
each of these factors impact the Company’s business and markets. With respect to new products introduced by the Company,
such products have historically been either extensions of an existing line of product where the Company has historical experience
or in therapeutic categories where established products exist and are sold either by the Company or the Company’s competitors.

Services

Revenue from services rendered, which primarily relate to contract research, is recognised in the statement of profit and loss as
the underlying services are performed. Upfront non-refundable payments received under these arrangements are deferred and
recognised as revenue over the expected period over which the related services are expected to be performed.

Export entitlements

Export entitlements from government authorities are recognised in the statement of profit and loss as a reduction from “Cost of
material consumed” when the right to receive credit as per the terms of the scheme is established in respect of the exports made
by the Company, and where there is no significant uncertainty regarding the ultimate collection of the relevant export proceeds.

License fee

The Company from time to time enters into certain dossier sales, licensing and supply arrangements with various parties. Income
from licensing arrangements is generally recognised over the term of the contract. Some of these arrangements include certain
performance obligations by the Company. Revenue from such arrangements is recognised in the period in which the Company
completes all its performance obligations.

Shipping and handling costs

Shipping and handling costs incurred to transport products to customers, and internal transfer costs incurred to transport the
products from the Company’s factories to its various points of sale, are included in selling and other expenses.

m) Other income and finance cost

Other income consists of interest income on funds invested, dividend income and gains on the disposal of assets. Interest income
is recognised in the statement of profit and loss as it accrues, using the effective interest method. Dividend income is recognised
in the statement of profit and loss on the date that the Company’s right to receive payment is established. The associated cash
flows are classified as investing activities in the statement of cash flows. Finance expenses consist of interest expense on loans
and borrowings.

Borrowing costs are recognised in the statement of profit and loss using the effective interest method. The associated cash flows
are classified as financing activities in the statement of cash flows.
Ly
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Dr. Reddy’s Laboratories Limited

(All amounts in Indian rupees millions, except share data and where otherwise stated)

Note 1 Description of the Company and significant accounting policies (continued)

Foreign currency gains and losses are reported on a net basis within other income and / or selling and other expenses. These
primarily include: exchange differences arising on the settlement or translation of monetary items; changes in the fair value of
derivative contracts that economically hedge monetary assets and liabilities in foreign currencies and for which no hedge
accounting is applied; and the ineffective portion of cash flow hedges.

n) Income tax

Income tax expense consists of current and deferred tax. Income tax expense is recognised in the statement of profit and loss
except to the extent that it relates to items recognised directly in equity, in which case it is recognised in equity. Current tax is
the expected tax payable on the taxable income for the year, using tax rates enacted or substantively enacted at the reporting
date, and any adjustment to tax payable in respect of previous years.

Deferred tax is recognised using the balance sheet method, providing for temporary differences between the carrying amounts
of assets and liabilities for financial reporting purposes and the amounts used for taxation purposes. Deferred tax is not recognised
for the following temporary differences:

e temporary differences on the initial recognition of assets or liabilities in a transaction that is not a business combination
and that affects neither accounting nor taxable profit;

e temporary differences relating to investments in subsidiaries and jointly controlled entities to the extent that it is
prebable that they will not reverse in the foreseeable future; and

» taxable temporary differences arising upon the initial recognition of goodwill.

Deferred tax 1s measured at the tax rates that are expected to be applied to the temporary differences when they reverse, based
on the laws that have been enacted or substantively enacted by the reporting date. Deferred tax assets and liabilities are offset if
there is a legally enforceable right to offset current tax liabilities and assets, and they relate to income taxes levied by the same
tax authority on the same taxable entity, or on different tax entities, but they intend to settle current tax liabilities and assets on
a net basis or their tax assets and liabilities will be realised simultaneously.

A deferred tax asset is recognised to the extent that it is probable that future taxable profits will be available against which the
temporary difference can be utilised. Deferred tax assets are reviewed at each reporting date and are reduced to the extent that it
is no longer probable that the related tax benefit will be realised. Unrecognised deferred tax assets are reassessed at each reporting
date and are recognised to the extent that it has become probable that the future taxable profits will allow the deferred tax assets
to be recovered.

Any deferred tax asset or liability arising from deductible or taxable temporary differences in respect of unrealised inter-company
profit or loss on inventories held by the Company in different tax jurisdictions is recognised using the tax rate of the jurisdiction
in which such inventories are held. Dividend distribution tax arising out of payment of dividends to shareholders under the Indian
Income tax regulations is not considered as tax expense for the Company and all such taxes are recognised in the statement of
changes in equity as part of the associated dividend payment.

Current and deferred tax is recognised in profit or loss, except to the extent that it relates to items recognised in other
comprehensive income or directly in equity. In this case, the tax is also recognised in other comprehensive income or directly in
equity, respectively.

o) Earnings per share

The Company presents basic and diluted earnings per share (“EPS”) data for its ordinary shares. Basic EPS is calculated by
dividing the profit or loss attributable to ordinary shareholders of the Company by the weighted average number of ordinary
shares outstanding during the period. Diluted EPS is determined by adjusting the profit or loss attributable to ordinary
shareholders and the weighted average number of ordinary shares outstanding for the effects of all dilutive potential ordinary
shares, which includes all stock options granted to employees.
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(All amounts in Indian rupees millions, except share data and where otherwise stated)
Note 1 Description of the Company and significant accounting policies (continued)

p) Government grants

The Company recognises government grants only when there is reasonable assurance that the conditions attached to them will
be complied with, and the grants will be received. Government grants received in relation to assets are presented as a reduction
to the carrying amount of the related asset. Grants related to income are deducted in reporting the related expense in the statement
of profit and loss.

Export entitlements from government authorities are recognised in the statement of profit and loss as a reduction from “Cost of
materials consumed” when the right to receive credit as per the terms of the scheme is established in respect of the exports made
by the Company, and where there is no significant uncertainty regarding the ultimate collection of the relevant export proceeds.

q) Treasury shares

Own equity instruments that are reacquired (treasury shares) are recognised at cost and deducted from equity. No gain or loss is
recognised in profit or loss on the purchase, sale, issue or cancellation of the Company’s own equity instruments. Any difference
between the carrying amount and the consideration, if reissued, is recognised in the securities premium.

r) Recent accounting pronouncements

Standards issued but not yet effective and not early adopted by the Company.
Ind AS 116, Leases

On 30 March 2019, the Ministry of Corporate Affairs (MCA) notified Ind AS 116, Leases as part of the Companies (Indian
Accounting Standards (Ind AS)) Amendment Rules, 2019. Ind AS 116 replaces existing standard on leases i.e. Ind AS 17, Leases
with effect from accounting periods beginning on or after 1 April 2019.

Upon adoption, a portion of the annual operating lease expense will be recognised as finance expense. Further, a portion of the
annual lease payments recognised in the cash flow statement as reduction of lease liability will be recognised as outflow from
financing activities, which are currently fully recognised as an outflow from operating activities.

The undiscounted and non-cancellable operating lease commitments are ¥ 232 and ¥ 276 as at 31 March 2019 and 31 March
2018, respectively, as disclosed in note 2.26 provide an indicator of the impact of the implementation of Ind AS 116 on the
financial statements of the company. Accordingly, the Company believes that the adoption of Ind AS 116 will not have a material
impact on it’s financial statements.

Appendix C, Uncertainty over Income Tax Treatments, to Ind AS 12, Income Taxes

On 30 March 2019, the Ministry of Corporate Affairs (MCA) made certain amendments to Ind AS 12, Income taxes by including
Appendix C, Uncertainty over Income Tax Treatments. This appendix clarifies how the recognition and measurement
requirements of Ind AS 12 are applied where there is uncertainty over income tax treatments.

Appendix C explains how to recognise and measure deferred and current income tax assets and liabilities where there is
uncertainty over a tax treatment. An uncertain tax treatment is any tax treatment applied by an entity where there is uncertainty
over whether that treatment will be accepted by the applicable tax authority. For example, a decision to claim a deduction for a
specific expense or not to include a specific item of income in a tax return is an uncertain tax treatment if its acceptability is
uncertain under applicable tax law. The amendment provides specific guidance in several areas where previously Ind AS 12 was
silent. Appendix C applies to all aspects of income tax accounting where there is an uncertainty regarding the treatment of an
item, including taxable profit or loss, the tax bases of assets and liabilities, tax losses and credits and tax rates.
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Dr. Reddy’s Laboratories Limited

(All amounts in Indian rupees millions, except share data and where otherwise stated)

Note 1 Description of the Company and significant accounting policies (continued)

The amendment is effective for annual reporting periods beginning on or after 1 April 2019. An entity can, on initial application,
elect to apply this amendment either:

e retrospectively applying Ind AS 8, Accounting Policies, Changes in Accounting Estimates and Errors, if possible
without the use of hindsight; or

e retrospectively, with the cumulative effect of initially applying the interpretation recognised at the date of initial
application as an adjustment to the opening balance of retained earnings (or other component of equity, as appropriate).

The Company believes that the adoption of amendments to Ind AS 12 in the form of Appendix C will not have a material impact
on its financial statements.

s) Rounding of amounts

All amounts in Indian Rupees disclosed in the financial statements and notes have been rounded off to the nearest million unless
otherwise stated.

1.4 Determination of fair values

The Company’s accounting policies and disclosures require the determination of fair value, for certain financial and non-financial
assets and liabilities. Fair values have been determined for measurement and/or disclosure purposes based on the following
methods. When applicable, further information about the assumptions made in determining fair values is disclosed in the notes
specific to that asset or liability.

a) Property, plant and equipment

Property, plant and equipment, if acquired in a business combination or through an exchange of non-monetary assets, is measured
at fair value on the acquisition date. For this purpose, fair value is based on appraised market values and replacement cost.

b) Intangible assets

The fair value of brands, technology related intangibles, and patents and trademarks acquired in a business combination is based
on the discounted estimated royalty payments that have been avoided as a result of these brands, technology related intangibles,
patents or trademarks being owned (the “relief of royalty method”). The fair value of customer related, product related and other
intangibles acquired in a business combination has been determined using the multi-period excess earnings method. Under this
method, value is estimated as the present value of the benefits anticipated from ownership of the intangible assets in excess of
the returns required or the investment in the contributory assets necessary to realise those benefits.

¢) Inventories

The fair value of inventories acquired in a business combination is determined based on its estimated selling price in the ordinary
course of business less the estimated costs of completion and sale, and a reasonable profit margin based on the effort required to
complete and sell the inventories.

d) Investments in equity and debt securities and units of mutual funds

The fair value of marketable equity and debt securities is determined by reference to their quoted market price at the reporting
date. For debt securities where quoted market prices are not available, fair value is determined using pricing techniques such as
discounted cash flow analysis.

In respect of investments in mutual funds, the fair values represent net asset value as stated by the issuers of these mutual fund
units in the published statements. Net asset values represent the price at which the issuer will issue further units in the mutual
fund and the price at which issuers will redeem such units from the investors.

Accordingly, such net asset values are analogous to fair market value with respect to these investments, as transactions of these
mutual funds are carried out at such prices between investors and the issuers of these units of mutual funds.
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(All amounts in Indian rupees millions, except share data and where otherwise stated)
Note 1 Description of the Company and significant accounting policies (continued)

e) Derivatives

The fair value of foreign exchange forward contracts is estimated by discounting the difference between the contractual forward
price and the current forward price for the residual maturity of the contract using a risk-free interest rate (based on government
bonds). The fair value of foreign currency option and swap contracts and interest rate swap contracts is determined based on the
appropriate valuation techniques, considering the terms of the contract.

f) Non-derivative financial liabilities

Fair value, which is determined for disclosure purposes, is calculated based on the present value of future principal and interest
cash flows, discounted at the market rate of interest at the reporting date. For finance leases the market rate of interest is
determined by reference to similar lease agreements. In respect of the Company’s borrowings that have floating rates of interest,
their fair value approximates carrying value.

g) Share-based payment transactions

The fair value of employee stock options is measured using the Black-Scholes-Merton valuation model. Measurement inputs
include share price on grant date, exercise price of the instrument, expected volatility (based on weighted average historical
volatility), expected life of the instrument (based on historical experience), expected dividends, and the risk free interest rate
(based on government bonds).
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Dr. Reddy’s Laboratories Limited

(All amounts in Indian Rupees millions, except share data and where otherwise stated)
Note 2 Notes to financial statements (continued)

2.1 Propertv. nlant and eauipment

Particulars Land Buildings Plant. and  Furniture, ﬁ)fturcs and Vehicles Total
machinery office equipment Owned Leasehold
Gross carrying value
Balance as at 1 April 2017 1,353 16,384 53,178 3,834 122 24 74,895
Additions 324 899 4,798 359 10 6,390
Disposals
Balance as at 31 March 2018 81 4,097 128 - 80,084
Balance as at 1 April 2018 670 17,208 56,981 4,097 128 80,084
Additions 3 1,372 5,233 535 30 7,173
Disposals') (3) (147) (1.774) (250) (4) (2,178)
Balance as at 31 March 2019 1,670 18,433 60,440 4,382 154 - 85,079
Accumulated Depreciation
Balance as at 1 April 2017 3,471 28,068 2,828 71 24 34,462
Depreciation for the year 699 5,682 497 18 6,896
Disposals (37 (912) (87) (4) (24) (1,064}
Balance as at 31 March 2018 4.133 32.838 3,238 85 40,294
Balance as at 1 April 2018 4,133 32,838 3238 85 40,294
Depreciation for the year 770 5,726 498 23 7,017
Disposals'” (68) (1421 (244) 3) (1,736)
Balance as at 31 March 2019 4.835 37.143 3,492 105 45,575
Net carrying value
As at 31 March 2018 1,670 13,075 24,143 859 43 39,790
Asat 31 March 2019 1.670 13.598 890 49 39.504

' During the year ended 31 March 2019, the Company sold one of its API manufacturing business units located in Jeedimetla, Hyderabad to Therapiva Private Limited.
This sale was done by way of slump sale (as defined under section 2(42C) of Indian Income Tax Act,1961) including all related property, plant and equipment, current
assets, current liabilities, and transfer of employees. An amount of T 423 representing the profit on sale of such business unit was included under the heading “other
income”.

As of 31 March 2019 and 31 March 2018, the Company was committed to spend ¥ 2,423 and ¥ 3,477, respectively, under agreements to purchase property, plant and
equipment. This amount is net of capita] advances paid in respect of such purchase commitments.

During the years ended 31 March 2019 and 31 March 2018, the Company capitalised interest cost of ¥ 74 and T 71, respectively, with respect to qualifying assets. The
rate for capitalisation of interest cost for the years ended 31 March 2019 and 31 March 2018 was approximately 3.21% and 2.76% respectively.

Depreciation for the year includes an amount of ¥ 634 (31 March 2018: T 640) pertaining to assets used for research and development. During the year, the Company
incurred T 677 (31 March 2018: Y 419) towards capital expenditure for research and development. (Refer note 2.35)

2.2 Goodwill

Goodwill arising upon business combinations is not amortised but tested for impairment at least annually or more frequently if there is any indication that the cash

generating unit to which goodwill is allocated is impaired.

Particulars As at As at
31 March 2019 31 March 2018

Gross carrying value

Opening balance 323 323
Additions
Disposals
Closing balance 323 323

Impairment loss
Opening balance
Impairment loss
Disposals
Closing balance

Net carrying value 323 323

For the purpose of impairment testing, goodwill is allocated to a cash generating unit, representing the lowest level within the Company at which goodwill is monitored for
internal management purposes and which is not higher than the Company’s operating segment.

The carrying amount of goodwill was allocated (o the cash generating units as follows:

Particulars As at As at
31 March 2019 31 March 2018

Global Generics-Branded Formulations 323 323
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Note 2 Notes to financial statements (continued)

2.2 Goodwill (continued)

The recoverable amounts of the above cash generating units have been assessed using a value-in-use model Value-in-use is generally calculated as the net present value of
the projected post-tax cash flows plus a terminal value of the cash generating unit to which the goodwill is allocated. Initially, a post-tax discount 1ate is applied to
calculate the net present value of the post-tax cash flows. Key assumptions upon which the Company has based its determinations of value-in-use include:

a) Estimated cash flows for five years, based on management’s projections.

b) A terminal value arrived at by extrapolating the last forecasted year cash flows to perpetuity, using a constant long-term growth rate of 0%. This long-term growth rate
takes into consideration external macroeconomic sources of data. Such long-term growth rate considered does not exceed that of the relevant business and industry sector
¢) The after tax discount rates used are based on the Company’s weighted average cost of capital

d) The after tax discount rates used range from 6 97% to 13 74% for various cash generating units. The pre-tax discount rates range from 7.56% to 16.63%

The Company believes that any reasonably possible change in the key assumptions on which a recoverable amount is based would not cause the aggregate carrying
amount to exceed the aggregate recoverable amount of the cash-generating unit.

2.3 Other intangible assets

Customer

Particulars Prf) duct {'elated related Others Total
intangibles . .

intangibles
Gross carrying value
Balance as at 1 April 2017 10,442 243 851 11,536
Additions 216 77 293
Disposals/ De- recognitions
Balance as at 31 March 2018 10,658 243 928 11,829
Balance as at | April 2018 10,658 243 928 11,829
Additions 226 527 753
Disposals/ De- recognitions
Balance as at 31 March 2019 10,
Amortisation/impairment loss
Balance as at 1 April 2017 3,258 243 370 3,871
Amortisation for the year 641 204 845
Impairment loss " 53 53
Disposals/ De- 1ecognitions
Balance as at 31 March 2018 3,952 243 574 4,769
Balance as at 1 April 2018 3,952 243 574 4,769
Amortisation for the year 543 246 789
Disposals/ De- recognitions
Impairment loss'" 24 24
Balance as at 31 March 2019 4,519 243 820 5,582
Net carrying value
As at 31 March 2018 6,706 354 7,060
As at 31 March 2019 6.365 635 7.000

As a result of the Company’s decision to discontinue a few products pertaining to its Global Generics segment, product related intangibles of ¥ 24 and T 53 was
recorded as impairment loss for the years ended 31 March 2019 and 31 March 2018, respectively.under “Selling and other expenses” in the statement of profit and loss.

Amortisation for the year includes an amount of ¥ 44 (31 March 2018: ¥ 82) pertaining to assets used for research and development. During the year, the Company
incurred ¥ 22 (31 March 2018: X 36) towards capital expenditure for research and development. (Refer note 2.35)

Details of significant intangible assets as at 31 March 2019:

and 5,578
ANDAs Gland Pharma Limited 332
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(All amounts in Indian Rupees millions, except share data and where otherwise stated)

Note 2 Notes to financial statements (continued)

2.4 Financial assets
2.4 A. Investments

Investments consist of investments in units of equity securities, mutual funds, bonds, commercial paper, and term deposits with banks

(i.e., certificates of deposit having an original maturity period exceeding 3 months)
Particulars

Investments at FVTOC]
Quoted equity shares (fully paid-up)
120,000 (31 March 2018: 120,000) equity shares of T 1/- each of State Bank of India

Total investments at FVTOCI (A)

Investments carried at cost

Unquoted equity shares (fully paid-up)

I. In subsidiary companies

105,640,410 (31 March 2018: 105,640,410) equity shares of CHF 1 each of Dr. Reddy’s Laboratories SA,
Switzerland

2,499,826 (31 March 2018: 2,499,826) equity shares of T 10/- each of Idea2Enterprises India Private Limited, India
90,544,104 (31 March 2018: 90,544,104) equity shares of ¥ 10/- each of Aurigene Discovery Technologies
Limited, India

36,249,230 (31 March 2018: 36,249,230) shares of Real $ 1 each of Dr. Reddy's Farmaceutica Do Brasil Ltda.,

Brazil
140,526,270 (31 March 2018: 140,526,270) Series "A" shares of Peso I each of Industrias Quimicas Falcon de

Mexico S.A. de C.V., Mexico

54,022,070 (31 March 2018: 54,022,070) equity shares of T 10/- each of Dr. Reddy's Bio-sciences Limited, India
20,050,000 (31 March 2018: 20,050,000) equity shares of T 1/- each of Regkinetics Services Limited, India
(formerly known as Dr. Reddy’s Pharma SEZ Limited, India)

6,342,047 (31 March 2018: 1,131,646) equity shares of US$ 1 each of Reddy Antilles N.V., Netherlands
123,000 (31 March 2018: 123,000) equity shares of ¥ 100/- each of Imperial Credit Private Limited, India
134,513 (31 March 2018: 134,513) equity shares of ¥ 10/- each of Cheminor Investments Limited, India

Less: Impairment

Dr. Reddy's Farmaceutica Do Brasil Ltda., Brazil

Reddy Antilles N.V., Netherlands

Total unquoted investments in equity shares of subsidiary companies, net (I)

IL. In joint ventures

Equity shares held in Kunshan Rotam Reddy Pharmaceutical Co. Limited, China®”

8,580,000 (31 March 2018: 8,580,000) equity shares of ¥ 10/- each of DRES Energy Private Limited, India
Nil (31 March 2018: Nil) equity shares of T 10/- each of DRSS Solar Power Private Limited, India @

Total unquoted investments in equity shares of joint ventures, net (II)

Total investments carried at cost (I+1I)(B)

As at
31 March 2019

As at
31 March 2018

38 30
38 30
13,515 13,515
1,537 1,537
974 974
825 825
709 709
466 466
201 201
411 52
31 31
1 1
18,670 18,311
(622) (622)
(411) (52)
17,637 17,637
429 429
86 86
515 515
18,152 18,152

(MShares held in Kunshan Rotam Reddy Pharmaceutical Co. Limited, China are not denominated in number of shares as per the laws of the country

@Liquidated during the year ended 31 March 2018.
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Note 2 Notes to financial statements (continued)
Particulars

Investments at FVTPL
1. Investment in unquoted equity shares

As at
31 March 2019

8,859 (31 March 2018: 8,859) equity shares of T 100/- each of Jeedimetla Effluent Treatment Limited, India

Ordinary shares of Biomed Russia Limited, Russia"

200,000 (31 March 2018: 200,000) equity shares of ¥ 10/- each of Altek Engineering Limited, India
24,000 (31 March 2018: 24,000) equity shares of ¥ 100/- each of Progressive Effluent Treatment Limited, India

20,250 (31 March 2018: 20,250) equity shares of T 10/- each of Shivalik Solid Waste Management Limited, India®

Total unquoted trade investments in equity shares of other companies, net (I)

(Shares held in Biomed Russia Limited are not denominated in number of shares as per the laws of the country

@R ounded off to millions in the note above.

I1. Investment in unquoted mutual funds
Total investments at FVTPL (I + II) (C)

Investments carried at amortised cost

1. Investments in term deposit accounts with banks (original maturity more than 3 months)
11. Investments in bonds

II1. Investments in commercial paper

Total investments carried at amortised cost (D)

l'otal investments (A+B+C+D)
Current

Non-current

Aggregate book value of quoted investments

Aggregate market value of quoted investments

Aggregate value of unquoted investments

Aggregate amount of impairment in the value of investments in the unquoted equity shares

154

14,900

14,901

513
5272

459
6,244

39,335
21,144
18,191
39,335

38

38
40,330
1,033

& A
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As at
31 March 2018

13,317

13,318

4,633
232
4,865

36,365

16,828
19,537
36,365

30

30
37,009
674
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Dr. Reddy’s Laboratories Limited
(All amounts in Indian Rupees millions, except share data and where otherwise stated)

Note 2 Notes to financial statements (continued)
2.4 B. Trade receivables

. As at
Particulars
31 March 2019
Trade receivables from other parties 8,999
Receivables from subsidiaries (Refer note 2.22) 28,291
37,290
Details of security
Considered good, unsecured 37,368
Credit impaired 389
37,757
Less: Allowance for credit losses (467)
37,290
Current 37,177
Non-current " 113
37

As at
31 March 2018
7,846

34,361

42,207

42,207

3,943
46,150
(3,943)
42,207

42,038
169

(])Represents amounts receivable pursuant to an out-licensing arrangement with a customer. As these amounts are not expected to be realised within

twelve months from the end of the reporting date, they are disclosed as non-current.

In accordance with Ind AS 109, the Company uses the expected credit loss ("ECL") model for measurement and recognition of impairment loss on
its trade receivables or any contractual right to receive cash or another financial asset that result from transactions that are within the scope of Ind AS
115. For this purpose, the Company uses a provision matrix to compute the expected credit loss amount for trade receivables. The provision matrix
takes into account external and internal credit risk factors and historical data of credit losses from various customers. The details of changes in

allowance for credit losses during the year ended 31 March 2019 and 31 March 2018 are as follows:

For the year

Particulars ended
31 March 2019

Balance at the beginning of the year 3,943
Provision made during the year, net of reversals 212
Trade receivables written off during the year (3,933)
Effect of changes in the foreign exchange rates 245
Balance at the end of the 467

For the year
ended

31 March 2018
3,938

(12)

0]

18

The amount of credit loss as at 31 March 2018 includes provision for doubtful debts from Venezuela operations which has been written off during

the year ended 31 March 2019.
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(All amounts in Indian Rupees millions, except share data and where otherwise stated)

Note 2 Notes to financial statements (continued)
2.4 C. Loans

Particulars

Considered good, unsecured
)

Loans and advances to wholly owned subsidiaries''
Considered doubtful, unsecured

Loans and advances to wholly owned subsidiaries''
Others

)

Less: Allowance for doubtful loans and advances

L oans and advances to wholly owned subsidiaries comprise:

Wholly owned subsidiaries

Industrias Quimicas Falcon de Mexico S.A. de C.V., Mexico
Reddy Antilles N.V., Netherlands

Dr. Reddy’s Farmaceutica Do Brasil Ltda., Brazil

DRL Impex Limited, India

Cheminor Investments Limited, India @

Dr. Reddy’s Bio-sciences Limited, India @

© Rounded off to millions in the note above.

As at As at
31 March 2019 31 March 2018

332 991
332 1,991
338

8

332 2,337
(346)

332 1.991

Maximum amount outstanding
at any time during the year ended
31 March 2019 31 March 2018 31 March 2019 31 March 2018

Balance as at

1,669 1,798 1,725

338 386 340

320 311 365 397
11 11 11 11

332

Loans and advances to wholly owned subsidiaries are given for the purpose of working capital and other business requirements, settlement of which

is neither planned nor likely to occur in the next twelve months. Loans given to DRL lmpex Limited, India, Cheminor Investments Limited, India,

and Dr. Reddy's Bio-sciences Limited, India are interest free. Other loans carry the following rates of interest:

Loan to
Industrias Quimicas Falcon de Mexico S.A. de C.V., Mexico
Dr. Reddy’s Farmaceutica Do Brasil Ltda., Brazil

Interest rate per annum

9%
6%

The details of changes in allowance for doubtful loans and advances during the year ended 31 March 2019 and 31 March 2018 are as follows:

Particulars

Balance at the beginning of the year

Provision made/(reversed) during the year, net
Loans and advances written off during the year
Effect of changes in the foreign exchange rates
Balance at the end of the year

156

For the year For the year

ended ended
21 Mareh 2010 31 March 20118
346 412
(359) (65)
®
21 m
346
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Dr. Reddy’s Laboratories Limited

(All amounts in Indian Rupees millions, except share data and where otherwise stated)

Note 2 Notes to financial statements (continued)

2.4 D. Other financial assets
Particulars

I. Non-current assets
Considered good, unsecured
Security deposits

I1. Current assets

Considered good, unsecured

Claims receivable

Interest accrued but not due on investments

Receivables from subsidiary companies including step down subsidiaries:

Dr. Reddy’s Bio-sciences Limited, India
Dr. Reddy's Laboratories SA, Switzerland
Others

Other assets

Unsecured, considered doubtful

Receivables from subsidiary companies including step down subsidiaries:

Reddy Antilles N.V., Netherlands

Less: Allowance for doubtful advances

2.4 E. Cash and cash ivalents
Particulars

Balances with banks
In current accounts
In EEFC accounts
In term deposits with banks (original maturities less than 3 months)
Cash on hand
Other bank balances (restricted)
In unclaimed dividend accounts
In unclaimed fractional share pay order accounts
In unclaimed debentures and debenture interest account
LC and Bank guarantee margin money
Cash and cash equivalents in the balance sheet

Less: Bank overdraft used for cash manangement purposes

Cash and cash equivalents in the statement of cash flow (including restricted cash)

Notice of Shareholders Meeting

As at
31 March 2019

447
447

91
292

54
44

25
186

694
@
692

As at
31 March 2019

981
26

84
27

12
1,132

1,132
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As at
31 March 2018

437
437

223
113

54
34
27
58

528
(19)
509

As at
31 March 2018

240
1
879
1

56
1

15

14
1,207

1,207
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Dr. Reddy’s Laboratories Limited
(All amounts in Indian Rupees millions, except share data and where otherwise stated)

Note 2 Notes to financial statements (continued)

2.5 Other assets

Particulars As at
31 March 2019
A. Non-current assets

Considered good, unsecured

Capital advances 72
Dues from joint ventures and other related parties 54
126

B. Current assets
Considered good, unsecured

Balances and receivables from statutory authorities " 3,857
Export benefits receivable® 2,363
Advances to material suppliers 596
Prepaid expenses 482
Dues from other related parties 41
Others 1,357
Considered doubtful, unsecured
Other advances 92
8,788
Less: Allowance for doubtful advances
8.696

As at
31 March 2018

86
26
112

6,098
2,842
1,152
383
14
729

82
11,300

11.218

UBalances and receivables from statutory authorities primarily consist of amounts receivable from the goods and service tax (“GST"), excise
duty, value added tax and customs authorities of India and the unutilised GST input tax credits, excise duty, service tax and value added tax input
credits (subsumed under GST input tax credits effective as of 1 July 2017) on purchases. These are regularly utilised to offset the GST liability
(or, prior to 1 July 2017, liability for excise duty, value added tax, etc.) on goods produced by and services provided by the Company.

Accordingly, these balances have been classified as current assets.

(Z)Expon benefits receivables primarily consist of amounts receivable from various government authorities of India towards incentives on export

sales made by the Company.

2.6 Inventories

Particulars As at
31 March 2019

Raw materials (includes in transit ¥ 43; 31 March 2018: ¥ 14) 7,829
Work-in-progress 5,630
Finished goods 3,070
Stock-in-trade 1,357
Packing materials, stores and spares 2.270
20.156

As at

31 March 2018
5,692

6,278

2,912

1,527

2.159

18.568

During the year ended 31 March 2019, the Company recorded inventory write-down of ¥ 2,085 (31 March 2018: ¥ 1,965) in the statement of

profit and loss.
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Dr. Reddy’s Laboratories Limited

(All amounts in Indian Rupees millions, except share data and where otherwise stated)
Note 2 Notes to financial statements (continued)

2.7 Share capital
. As at As at
Particul

articufars 31 March 2019 31 March 2018
Authorised share capital

240,000,000 equity shares of T 5/- each (31 March 2018: 240,000,000) 1,200 1,200

Issued equity capital
166,066,148 equity shares of ¥ 5/- each fully paid-up (31 March 2018: 165,911,107) 830 830

Subscribed and fully paid-up
166,065,948 equity shares of ¥ 5/- each fully paid-up (31 March 2018: 165,910,907) 830 830
Add: Forfeited share capital (&)

830 830

(a) Reconciliation of the equity shares outstanding is set out below:
For the year ended For the year ended
Particulars 31 March 2019 31 March 2018
No. of shares Amount No. of shares Amount

Opening number of equity shares/share capital 165,910,907 830 165,741,713 829
Add: Equity shares issued pursuant to employee stock option plan'" 155,041 * 169,194 1
Closing number of equity shares/share capital 166.065.948 830 165,910,907 830

Treasury shares” 217.976 535
*Rounded off to millions.

MDuring the years ended 31 March 2019 and 31 March 2018, equity shares were issued as a result of the exercise of vested options granted to
employess pursuant to the Dr. Reddy’s Employees Stock Option Plan, 2002 and Dr. Reddy’s Employees Stock Option Plan, 2007. All of the
options exercised had an exercise price of ¥ 5, being equal to the par value of the underlying shares. Upon the exercise of such options, the
amount of compensation cost (computed using the grant date fair value) previously recognised in the "share-based payment reserve”was
transferred to“securities premium” in the statement of changes in equity.

@Pursuant to the special resolution approved by the shareholders in the Annual General Meeting held on 27 July 2018, the Dr. Reddy’s
Employees ESOS Trust (the“ESOS Trust”) was formed to support the Dr. Reddy’s Employees Stock Option Scheme, 2018 by acquiring,
including through secondary market acquisitions, equity shares which are used for issuance to eligible employees upon exercise of stock options
thereunder. As at 31 March 2019, the ESOS Trust purchased 217,976 shares from secondary market for an aggregate consideration of ¥ 535.
Refer note 2.23 of these financial statements for further details on the Dr. Reddy’s Employees Stock Option Scheme, 2018.

(b) Terms / rights attached to the equity shares

The Company has only one class of equity shares having a par value of ¥ 5 per share. For all matters submitted to vote in a shareholders meeting
of the Company, every holder of an equity share, as reflected in the records of the Company as on the record date set for the shareholders meeting,
shall have one vote in respect of each share held.

Should the Company declare and pay any dividends, such dividends will be paid in Indian rupees to each holder of equity shares in proportion to
the number of shares held to the total equity shares outstanding as on that date. Indian law on foreign exchange governs the remittance of
dividends outside India.

In the event of liquidation of the Company, all preferential amounts, if any, shall be discharged by the Company. The remaining assets of the
Company shall be distributed to the holders of equity shares in proportion to the number of shares held to the total equity shares outstanding as on
that date.

Final dividends on equity shares (including dividend tax on distribution of such dividends) are recorded as a liability on the date of their approval
by the shareholders and interim dividends are recorded as a liability on the date of declaration by the Company’s Board of Directors. The details
of dividends paid by the Company are as follows:

For the year For the year

Particulars ended ended
31 March 2019 31 March 2018
Dividend per share (in absolute J) 20 20
Dividend distribution tax on the dividend paid 682 675
Dividend paid during the year 3.320 3.317

At the Company’s Board of Directors’ meeting held on 17 May 2019, the Board proposed a dividend of T 20 per share and aggregating to ¥
3,321, which is subject to the approval of the Company’s shareholders. Upon such approval, there will an additional cash outflow of ¥ 683 for

%)

payment of dividend distribution tax thereon.
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(All amounts in Indian Rupees millions, except share data and where otherwise stated)
Note 2 Notes to financial statements (continued)

2.7 Share capital (continued)
(c) Details of shareholders holding more than 5% sha

As at As at
31 March 2019 31 March 2018
Particulars No. of shares % holding in No. of shares % holding in
held the class held the class
Dr. Reddy's Holdings Limited 41,325,300 24.88 41,083,500 24.76
First State Investments Management (UK) Limited, Commonwealth
Bank of Australia, Stewart Investors and their associates* 11,838,598 7.13 10,726,942 6.47

* Does not include ADR holding

(d) 270,141 (31 March 2018: 320,544) stock options are outstanding and are to be issued by the Company upon exercise of the same in
accordance with the terms of exercise under the "Dr. Reddy's Employees Stock Option Plan, 2002", 261,215 (31 March 2018: 107,308) stock
options are outstanding and are to be issued by the Company upon exercise of the same in accordance with the terms of exercise under the "Dr.
Reddy’s Employees ADR Stock Option Plan, 2007" and 229,600 (31 March 2018: Nil) stock options are outstanding and are to be issued by the
Company upon exercise of the same in accordance with the terms of exercise under the "Dr. Reddy’s Employees Stock Option Scheme, 2018 ".
(Refer note 2.23)

(e) Represents 200 equity shares of ¥ 5/- each, amount paid-up ¥ 500/- (rounded off to millions in the note above) forfeited due to non-payment of
allotment money.

(f) During the year ended 31 March 2017, the Company bought-back and extinguished 5,077,504 equity shares under the buy-back of equity
shares plan approved by the shareholders on 1 April 2016.
Aggregate number of shares bought-back during the period of five years immediately preceeding the reporting date:

Year ended 31 March
2019 2018 2017 2016 2015
Ordinary shares of ¥ 5 each 5,077,504

Particulars

BAS
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Dr. Reddy’s Laboratories Limited
(All amounts in Indian Rupees millions, except share data and where otherwise stated)

Note 2 Notes to financial statements (continued)

2.8 Financial liabilities
2.8 A. Non-current borrowings
As at As at

Particulars 31 March 2019 31 March 2018

Unsecured
Long-term loans from banks (a) 3,454 4,880
3,454 4,880
2.8 B. Current borrowings
As at As at

Particulars 31 March 2019 31 March 2018

From Banks

Unsecured

Pre-shipment credit (b) 5,463 21,008
5,463 21,008

(a) Represents External Commercial Borrowing, carrying interest rate of 1 Month LIBOR plus 82.7 bps and is repayable in three equal installments in
the years ending 31 March 2020 and 31 March 2021. Current maturity of the same is shown under note 2.8 D of the financial statements.

As per the loan arrangement, the Company is required to comply with certain financial covenants and the Company was in compliance with such
covenants as at 31 March 2019.

The aggregate maturities of long-term loans and borrowings, based on contractual maturities, as of 31 March 2019 and 31 March 2018 were as follows:

As at As at

Particulars 31 March 2019 31 March 2018

Maturing in the year ending 31 March®

2019
2020 1,729 1,627
2021 3,458 3,261
2022
2023
Thereafter

5.187 4.888
“)Long—term debt obligations disclosed in the above table does not reflect any netting of transaction costs amounting to ¥ 4 and ¥ 8 as at 31 March
2019 and 31 March 2018, respectively.

(b) Packing credit loans for the year ended 31 March 2019, comprised of US$ denominated loans carrying interest rates of 1 Month LIBOR plus 25 to
40 bps and are repayable within 6 to 12 months from the date of drawdown. Packing credit loans for the year ended 31 March 2018, comprised of US$
denominated loans carrying interest rates of 1 Month LIBOR minus 30 to plus 30 bps, RUB denominated loans carrying fixed interest rate of 6.75%,
and INR denominated loans carrying fixed interest rate of 6.00% and are repayable within 6 to 12 months from the date of drawdown.

(¢) The Company uncommitted lines of credit of ¥ 33,327 and ¥ 14,209 as of 31 March 2019 and 31 March 2018, respectively, from its banks for
working capital requirements. The Company has the right to draw upon these lines of credit based on its working capital requirements.

(d) Reconciliation of liabilities arising from financing activities

Particulars Non-cu.rrerzlt) Curre.n ¢ Total
borrowings borrowings
Opening balance at the beginning of the year 4,880 21,008 25,888
Borrowings made during the year 16,410 16,410
Borrowings repaid during the year (33,459) (33,459)
Effect of changes in foreign exchange rates 299 1,504 1,803
Others 4 4
Closing balance at the end of the year 5.183 5.463 10,646
) Does not include movement in bank overdraft and includes current portion LA
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(All amounts in Indian Rupees millions, except share data and where otherwise stated)

Note 2 Notes to financial statements (continued)

2.8 C Trade payables
Particul As at As at
artientars 31 March 2019 31 March 2018

Trade payables to third parties

Due to micro, small and medium enterprises'" 77 93
Other parties 9,716 10,018
Trade payables to subsidiaries including step down subsidiaries (Refer note 2.22) 523 499
10,316 10,610

(”(i) The principal amount remaining unpaid as at 31 March 2019 in respect of enterprises covered under the "Micro, Small and Medium Enterprises
Development Act, 2006" (MSMED) is ¥ 77 (31 March 2018: ¥ 93). The interest amount computed based on the provisions under Section 16 of the
MSMED is ¥ 0.00 (31 March 2018: ¥ 0.00) is remaining unpaid as of 31 March 2019. The interest amount of ¥ 0.00 that remained unpaid as at 31
March 2018 was paid fully during the current year.

(i) The amount of interest due and payable for the period of delay in making payment (which have been paid but beyond the appointed day during the
year) but without adding the interest specified under this Act is T Nil (31 March 2018: Nil).

(iii) The list of undertakings covered under MSMED was determined by the Company on the basis of information available with the Company and has
been relied upon by the auditors.

For details regarding the Company’s exposure to currency and liquidity risks, see note 2.29 of the financial statements under “Liquidity risk™.

2.8 D Other financial liabilities

Particulars As at Asat

31 March 2019 31 March 2018
Accrued expenses 5,058 5,262
Payable to subsidiary companies including step down subsidiaries (Refer note 2.22) 2,116 3,655
Current maturity of long term borrowings 1,729
Due to capital creditors 778 2,266
Unclaimed dividends, debentures and debenture interest” 111 71
Trade and security deposits received 72 74
Interest accrued but not due on loans 2 8
Others 294 50

10,160 11,386
Unclaimed amounts are transferred to Investor Protection and Education Fund after seven years from the due date.
&AL
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Dr. Reddy’s Laboratories Limited
(All amounts in Indian Rupees millions, except share data and where otherwise stated)

Note 2 Notes to financial statements (continued)

2.9 Provisions

. As at
Particulars 31 March 2019
A. Non-current provisions

Provision for employee benefits (Refer note 2.24)

Compensated absences 498
Long service award benefit plan 49
547

B. Current provisions
Provision for employee benefits (Refer note 2.24)

Compensated absences 323
Gratuity 26
Long service award benefit plan 14
Other provisions (a)
Refund liability 899
Others 585
1.847
Details of in other sions the ended 31 March 2019 are as follows:
Particulars Refund liabilitv®”
Balance as at beginning of the year 837
Provision made during the year, net of reversals 1,090
Provision used during the year (1,028)
Balance as at end of the year 899

As at
31 March 2018

484
49
533

313
49
13

837
522
1.734

Others?
522
63

585

(URefund liablity is accounted for by recording a provision based on the Company’s estimate of expected sales returns, See note 1.3(1) of

these financial statements for the Company’s accounting policy on refund liabilty.

@Primarily consists of provision recorded towards the potential liability arising out of a litigation relating to cardiovascular and anti-

diabetic formulations. Refer note 2.30 of these financial statements under “Product and patent related matters - Matters relating to National

Pharmaceutical Pricing Authority - Litigation relating to Cardiovascular and Anti-diabetic formulations” for further details.

2.10 Other liabilities
. As at
Particulars 31 March 2019

A. Non-current liabilities

Deferred revenue 283
Others 2
285

B. Current liabilities

Salary and bonus payable 1,907
Due to statutory authorities 433
Advance from customers 517
Deferred revenue 105

2,962

AR
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As at
31 March 2018

313
313
1,420
655
192

109
2,376
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Dr. Reddy’s Laboratories Limited
(All amounts in Indian Rupees millions, except share data and where otherwise stated)

Note 2 Notes to financial statements (continued)

2.11 Revenue from contracts with customers and trade receivables

Revenue from contracts with customers:

For the year ended  For the year ended

Particulars 31 March 2019 31 March 2018
Sales'" 104,667 92,468
Service income 503 198
License fees 559 360
105,729 93,026
Excise duty included in revenues 173

) Effective 1 July 2017, Goods and Services Tax (“GST™) was introduced in India. Following the principles of Ind AS 115, Revenue from
Contracts with Customers, sales is disclosed net of GST. For periods prior to 1 July 2017, the excise duty amount was recorded as part of
revenues. Accordingly, sales for the year ended 31 March 2019 are not comparable with those of the previous year presented.

Analysis of revenues by segments:
The following table shows the analysis of revenues (excluding other income) by segments

For the year ended

Particulars 31 March 2019
Global Generics 85,853
Pharmaceutical Services and Active Ingredients 19,574
Proprietary Products 302
105,729
Details of refund liabilities
, For the year ended
Particulars 31 March 2019
Balance at the beginning of the year 837
Provision made during the year, net of reversals 1,090
Provision used during the year (1,028)
Balance at the end of the year 899
Current 899
Non-current
899

Details of contract asset:

For the year ended
31 March 2018
75,975
16,941
110
93,026

For the year ended
31 March 2018

879
1,105
(1,147)
837
837

837

As mentioned in the accounting policies for refund liability, the Company recognises an asset i.e., right to the returned goods (included in
inventories) for the products expected to be returned. The Company initially measures this asset at the former carrying amount of the inventory, less
any expected costs to recover the goods, including any potential decreases in the value of the returned goods. Along with remeasuring the refund
liability at the end of each reporting period, the Company updates the measurement of the asset recorded for any revisions to its expected level of

164

returns, as well as any additional decreases in the value of the returned products.

As on 31 March 2019 and 31 March 2018, the Company has T 16 and T 17, respectively as contract asset representing the right to the returned goods.

Details of deferred revenue:
Tabulated below is the reconciliation of deferred revenue for the years ended 31 March 2019 and 31 March 2018:

Particulars For the year ended  For the year ended
31 March 2019 31 March 2018
Balance at the beginning of the year 422 524
Revenue recognised during the year (122) (109)
Milestone payment received during the year 88 7
Balance at the end of the year 388 422
Current 105 109
Non-current 283 313
388 422
L A0S
Details of contract liabilities
. As at As at
Particulars CHARTERED 31 March 2019 31
Advance from customers 517 92
517 192

DR. REDDY’S LABORATORIES LIMITED



Dr. Reddy’s Laboratories Limited

(All amounts in Indian Rupees millions, except share data and where otherwise stated)

Note 2 Notes to financial statements (continued)

2.12 Other operating income
For the year ended For the year ended

Particulars 31 March 2019 31 March 2018
Sale of spent chemicals 356 297
Scrap sales 161 160
Miscellaneous income 9 110
526 567

2.13 Other income
For the year ended  For the year ended

Particulars 31 March 2019 31 March 2018
Interest income
On fixed deposits 27 118
On loans to subsidiaries 93 164
Others 692 367
Profit on sale of mutual funds, net 448 779
Profit on disposal of property, plant and equipment and other intangibles, net'" 400
Foreign exchange gain, net 288 349
Fair value gain on financial instruments measured at fair value through profit or loss 221 33
Miscellaneous income, net 215 230

MDuring the year ended 31 March 2019, the Company sold one of its API manufacturing business units located in Jeedimetla, Hyderabad to
Therapiva Private Limited. This sale was done by way of slump sale basis (as defined under section 2(42C) of Indian Income Tax Act,1961)
including all related property, plant and equipment, current assets, current liabilities, and transfer of employees. Gain on disposal of assets includes
an amount of T 423 representing the profit on sale of such business unit. (Refer note 2.1 of these financial statements for further details).

CHARTERED
ACCOUNTANTS
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(All amounts in Indian Rupees millions, except share data and where otherwise stated)

Note 2 Notes to financial statements (continued)

2.14 Changes in inventories of finished goods, work-in-progress and stock-in-trade

Particulars

Opening
Work-in-progress
Finished goods
Stock-in-trade

Closing
‘Work-in-progress
Finished goods
Stock-in-trade

2.15 Employee benefits expense
Particulars

Salaries, wages and bonus

Contribution to provident and other funds
Staff welfare expenses

Share-based payment expenses

2.16 Depreciation and amortisation expense
Particulars

Depreciation of property, plant and equipment
Amortisation of intangible assets

2.17 Finance costs
Particulars

Interest on long-term borrowings
Interest on other borrowings

166

For the year ended
31 March 2019

6,278
2,912
1,527 10,717

5,630

3,070

1,357 10,057
660

For the year ended
31 March 2019

16,435
1,076
1,406

402

19.319

For the year ended
31 March 2019
7,017
789
7.806

For the year ended
31 March 2019
172
396

&AS

CHARTERED
oc  ACCOUNTANTS
o

*

For the year ended
31 March 2018

6,039
2,428
1734 10,201

6,278

2,912

1,527 10,717
(516)

For the year ended
31 March 2018
15,617
1,093
1,266
454
18.430

For the year ended
31 March 2018
6,896

845

7.741

For the year ended
31 March 2018
113
515
628

m
w
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Dr. Reddy’s Laboratories Limited

(All amounts in Indian Rupees millions, except share data and where otherwise stated)

Note 2 Notes to financial statements (continued)

2.18 Selling and other expenses
Particulars

Consumption of stores, spares and other materials
Clinical trial expenses
Other research and development expenses
Advertisements
Commission on sales
Carriage outward
Other selling expenses
Legal and professional
Power and fuel
Repairs and maintenance

Buildings

Plant and machinery

Others
Insurance
Travel and conveyance
Rent
Rates and taxes
Corporate Social Responsibility and donations'”
Allowance for credit losses, net (Refer note 2.4 B)
Allowance for doubtfu! advances, net
Non-Executive Directors’ remuneration
Auditors’ remuneration (Refer note 2.20)
Loss on sale of non-current investments
Provision/(reversal of provision) relating to non-current
Loss on sale/disposal of property , plant and equipment and other intangibles, net
Other gencral expenses

For the year ended
31 March 2019

4242
1,270
3,819
56
162
2,587
8,860
2,991
2,958

255
706
1,420
185
766
162
329
444
212
(351)
80
15

359

2,034

33,561

Dpetails of Corporate Social Responsibility expenditure in accordance with section 135 of the Comp

In cash
Gross amount required to be spent by the Company during the year
Amount spent during the year ending on 31 March 2019 262
Amount spent during the year ending on 31 March 2018 328

*Rounded off to millions.

2.19 Research and development expenses

Yet to be paid in cash

For the year ended
31 March 2018
5,080

2,662

4,312

147

163

2,091

8,534

3,141

2,973

367
677
1,780
182
786
154
228
494
(12)
(36)

61

15

341
(525)
55
1,884
35,554

Total
236
262
328

Details of research and development expenses (excluding depreciation and amortisation expense) incurred during the year and included

under various heads of expenditures are given below:

For the year ended
31 March 2018

For the year ended

Particulars 31 March 2019

Employee benefits expense (included in note 2.15) 3,154 3,116
Other expenses (included in note 2.18)
Clinical trial expenses 1,270 2,662
Materials and consumables 2,880 3,740
Power and fuel 172 155
Other research and development expenses 3,819 4,312
11,295 13,985
& AS
. CHARTERED T
o ACCOUNTANTS
[12]
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Dr. Reddy’s Laboratories Limited
(All amounts in Indian rupees millions, except share data and where otherwise stated)

Note 2 Notes to financial statements (continued)

2.20 Auditors’ remuneration

For the year ended For the year ended

Particulars 31 March 2019 31 March 2018
Audit fees 12 12
Other charges — Certification fee 1 1
Reimbursement of out of pocket expenses

15 15

2.21 Earnings per share (EPS)
For the year ended For the year ended

Particulars 31 March 2019 31 March 2018
Earnings
Profit attributable to equity share holders of the Company 12,773 5,669
Shares
Number of equity shares at the beginning of the year 165,910,907 165,741,713
Effect of treasury shares held (100,672)
Effect of equity shares issued on exercise of stock options 103,801 103,695
Weighted average number of equity shares — Basic 165,914,036 165,845,408
Dilutive effect of stock options outstanding" 278,718 340,144
Weighted average number of equity shares — Diluted 166,192,754 166,185,552
Earnings per share of par value X 5/- — Basic (%) 76.98 34.19
Earnings per share of par value X 5/- — Diluted () 76.85 34.12

(As at 31 March 2019, 272,700 options were excluded from the diluted weighted average number of equity shares
calculation because their effect would have been anti-dilutive. The average market value of the Company’s shares for
the purpose of calculating the dilutive effect of stock options was based on quoted market prices for the year during
which the options were outstanding.

2.22 Related parties
a. List of all subsidiaries, joint ventures and other consolidating entities

Subsidiaries including step down subsidiaries:

1 Aurigene Discovery Technologies (Malaysia) SDN BHD, Malaysia

2 Aurigene Discovery Technologies Inc., USA

3 Aurigene Discovery Technologies Limited, India

4 Dbeta Institut gemeinniitzige GmbH, Germany

5 betapharm Arzneimittel GmbH, Germany

6  Cheminor Investments Limited, India

7  Chirotech Technology Limited, UK

8 Dr. Reddy’s Bio-sciences Limited, India

9  Dr. Reddy’s Farmaceutica Do Brasil Ltda., Brazil

10 Dr. Reddy’s Laboratories (Australia) Pty. Limited, Australia

11 Dr. Reddy’s Laboratories (EU) Limited, UK

12 Dr. Reddy’s Laboratories (Proprietary) Limited, South Africa

13 Dr. Reddy’s Laboratories (UK) Limited, UK

14 Dr. Reddy’s Laboratories Canada, Inc., Canada

15 Dr. Reddy's Laboratories Chile SPA., Chile (from 16 June 2017)

16 Dr. Reddy’s Laboratories Inc., USA LAS
17 Dr. Reddy’s Laboratories International SA, Switzerland

18 Dr. Reddy's Laboratories Japan KK, Japan A(C:ggﬁﬁﬁ?s
19  Dr Reddy’s Laboratories Kazakhstan, Kazakhstan

20 Dr. Reddy’s Laboratories LLC, Ukraine *
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(All amounts in Indian rupees millions, except share data and where otherwise stated)

Note 2 Notes to financial statements (continued)

2.22 Related parties (continued)

21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44
45
46
47
48
49
50
51
52

Dr. Reddy's Laboratories Louisiana LLC, USA

Dr. Reddy’s Laboratories Malaysia Sdn. Bhd., Malaysia (from 10 July 2017)
Dr. Reddy’s Laboratories New York, Inc., USA

Dr. Reddy's Laboratories Romania S.R.L., Romania

Dr. Reddy's Laboratories SA, Switzerland

Dr. Reddy's Laboratories SAS, Colombia

Dr. Reddy's Laboratories Taiwan Limited, Taiwan (from 23 February 2018)
Dr. Reddy's Laboratories Tennessee, LLC, USA (till 1 October 2018)

Dr. Reddy’s New Zealand Limited, New Zealand

Regkinetics Services Limited, India (formerly Dr. Reddy’s Pharma SEZ Limited, India)
Dr. Reddy’s Research and Development B.V. (formerly Octoplus BV)

Dr. Reddy’s Singapore PTE Limited, Singapore

Dr. Reddy’s Srl, Italy

Dr. Reddy’s (WUZXI) Pharmaceutical Co. Ltd, China (from 2 June 2017)
Dr. Reddy's Venezuela, C.A., Venezuela

DRL Impex Limited, India

Eurobridge Consulting B.V., Netherlands

Idea2Enterprises (India) Private Limited, India

Imperial Credit Private Limited, India (Acquired w.e.f. from 22 February 2017)
Industrias Quimicas Falcon de Mexico, S.A.de C.V, Mexico

Lacock Holdings Limited, Cyprus

Dr. Reddy's Philippines Inc., Philippines (from 9 May 2018)

Dr. Reddy’s (Thailand) Limited, Thailand (from 13 June 2018)

000 Dr. Reddy’s Laboratories Limited, Russia

OO0O DRS LLC, Russia

Promius Pharma LLC, USA

Reddy Antilles N.V., Netherlands

Reddy Holding GmbH, Germany

Reddy Netherlands B.V., Netherlands

Reddy Pharma Iberia SA, Spain

Reddy Pharma Italia S.R.L, Italy

Reddy Pharma SAS, France

Joint ventures

53 Kunshan Rotam Reddy Pharmaceutical Enterprise over which the Company exercises joint control with

54

55

56

Company Limited (“Reddy Kunshan”), China other joint venture partners and holds 51.33% of equity shares

DRANU LLC, USA Enterprise over which the Company’s step down subsidiary
exercises joint control with other joint venture partner and holds
50% of equity shares

DRSS Solar Power Private Limited, India Enterprise over which the Company exercises joint control with

(liquidated during the year ended 31 March other joint venture partners and holds 26% of equity shares

2018)

DRES Energy Private Limited, India Enterprise over which the Company exercises joint control witl

other joint venture partners and holds 26% of equity shares
LA
CHARTERED T

ACCOUNTANTS
*
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Dr. Reddy’s Laboratories Limited
(All amounts in Indian rupees millions, except share data and where otherwise stated)

Note 2 Notes to financial statements (continued)

2.22 Related parties (continued)

Other consolidating entities

57 Cheminor Employees Welfare Trust, India The Company does not have any equity interests in this entity,

but has significant influence or control over it.

58 Dr. Reddy’s Rescarch Foundation, India The Company does not have any equity interests in this entity,

but has significant influence or control over it.

59  Dr. Reddy's Employees ESOS Trust, India (from

170

27 July 2018)

1. Dr. Reddy's Institute of Life Sciences

2. Stamlo Hotels Limited

3. Green Park Hotels and Resorts Limited
4. K Samrajyam

5. G Anuradha

6. Deepti Reddy

7. G Mallika Reddy

8. G V Sanjana Reddy

9. Akhil Ravi (from 5 March 2018)

10. Dr. Reddy’s Foundation

11. Pudami Educational Society
12. Indus Projects Private Limited

13. CERG Adyvisory Private Limited

14. Green Park Hospitality Services Private
Limited

The Company does not have any equity interests in this entity,
but has significant influence or control over it.

b. List of other related parties with whom transactions have taken place during the current and/or previous year:

Enterprise over which whole-time directors have significant
influence
Enterprise controlled by whole-time directors

Enterprise controlled by relative of a whole-time director
Mother of Chairman

Spouse of Chief Executive Officer

Spouse of Chairman

Daughter of Chief Executive Officer

Daughter of Chief Fxecutive Officer

Son-in-law of Chief Executive Officer

Enterprise over which whole-time directors and their relatives
have significant influence

Enterprise over which whole-time directors and their
relatives have significant influence

Enterprise over which relatives of whole-time directors

have significant influence

Enterprise controlled by Key Managerial Personnel

Enterprise controlled by relative of a whole-time director

¢.In accordance with the provisions of Ind AS 24, Related Party Disclosures and the Companies Act, 2013, Company’s

Directors, members of the Company’s Management Council and Company Secretary are considered as Key
Management Personnel. List of Key Management Personnel of the Company is as below:

1 K Satish Reddy Whole-time director

2 GV Prasad Whole-time director

3 Anupam Puri Independent director

4  Bharat Narotam Doshi Independent director

5 Dr. Ashok Ganguly (till 28 July 2017) Independent director

6 Dr. Bruce LA Carter Independent director

7 Dr. Omkar Goswami Independent director

8  Hans Peter Hasler (till 14 June 2018) Independent director

9  Leo Puri (from 25 October 2018) Independent director CHARTERED
10 Kalpana Morparia Independent director ACCOUNTANTS
11 Allan Oberman (from 26 March 2019) Independent director * *
12 Shikha Sharma (from 31 January 2019) Independent director

13 Sridar Iyengar Independent director

14 Prasad R Menon (from 30 October 2017) Independent director

15 Abhijit Mukherjee (till 31 March 2018) Management council

16 Alok Sonig (till 7 September 2018)
Anil Namboodiripad

—
~

Management council
Management council
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Dr. Reddy’s Laboratories Limited

(All amounts in Indian rupees millions, except share data and where otherwise stated)

Notes to financial statements (continued)

2.22 Related parties (continued)

18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
d. Parti

The following is a summary of significant related party transactions

Archana Bhaskar (from 15 June 2017)
Deepak Sapra (from 1 October 2018)

Dr. Amit Biswas (till 21 June 2018)

Dr. Cartikeya Reddy (till 30 September 2018)
Dr. Chandrasekhar Sripada (till 31 July 2017)
Dr. K V S Ram Rao (till 1 October 2018)
Dr. Raymond de Vre (from 1 June 2018)
Erez Israeli (from 2 April 2018)

Ganadhish Kamat

J Ramachandran (till 31 October 2017)

Marc Kikuchi (from 1 Feb 2019)

M V Ramana

P. Yougandhar (from 1 April 2018)

Samiran Das (till 31 January 2018)

Sanjay Sharma (from 1 August 2017)
Saumen Chakraborty

Sauri Gudlavalleti (from 1 April 2018)
Sandeep Poddar

culars of related party transactions

Particulars

Revenues from:

Subsi

diaries including step down subsidiaries:

Dr. Reddy’s Laboratories Inc.

000

Dr. Reddy’s Laboratories Limited

Dr. Reddy’s Laboratories SA

Other:
Total
Joint

S

Ventures

Kunshan Rotam Reddy Pharmaceutical Company

Total

Management council
Management council
Management council
Management council
Management council
Management council
Management council
Management council
Management council
Management council
Management council
Management council
Management council
Management council
Management council
Management council
Management council
Company secretary

For the year ended
31 March 2019

31,953
11,553

5,
11,
60,

60,

Interest income from subsidiaries including step down subsidiaries:

Industrias Quimicas Falcon de Mexico S.A. de C.V.

Dr. Reddy’s Farmaceutica Do Brasil Ltda.

Total

Service income from subsidiaries including step down subsidiaries:

Dr. Reddy’s Laboratories Inc.
Dr. Reddy’s Laboratories SA

Total

Licence fees from subsidiaries including step down subsidiaries:

Dr. Reddy’s Laboratories Inc.
Dr. Reddy’s Laboratories SA

Total

Commission on guarantee to Dr. Reddy’s Laboratories SA

Notice of S

hareholders Meeting

o
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500
350
356

23

379

74

19

93

116

125

40
11
51

89

For the year ended
31 March 2018

31,750
9,581
4,845
6,377

52,553

52,533

147
17
164
141
150
34
)

27

78
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Dr. Reddy’s Laboratories Limited

(All amounts in Indian rupees millions, except share data and where otherwise stated)
Note 2 Notes to financial statements (continued)

2.22 Related parties (continued)

For the year ended For the year ended

Particul

artiewtars 31 March 2019 31 March 2018
Rent from Aurigene Discovery Technologies Limited 14 14
Reimbursement of operating expenses by subsidiaries and step down subsidiaries:
Aurigene Discovery Technologies Limited 42 35
Total 42 35

Purchases and services from
Subsidiaries including step down subsidiaries

OO0O Dr. Reddy’s Laboratories Limited 2,990 3,114
Dr. Reddy’s Research and Development B.V. 978 1,020
Dr. Reddy’s Laboratories Inc. 796 856
Dr. Reddy’s Laboratories LLC, Ukraine 546 491
Dr. Reddy’s Laboratories (EU) Limited 438 582
Others 1,315 744
Total 7,063 6,807
Other related parties

Dr. Reddy’s Institute of Life Sciences 97 98
Indus Projects Private Limited 106

Others 1

Total 204 98
Purchase of assets from subsidiaries including step down subsidiaries

Dr. Reddy's Laboratories Louisiana LLC 6

Dr. Reddy’s Laboratories (UK) Limited

Total 10

Contributions towards social development

Dr. Reddy’s Foundation 192 203
Pudami Educational Society 28 35
Total 220 238
Catering services

Green Park Hospitality Services Private Limited 270 178
Hotel expenses

Green Park Hotels and Resorts Limited 21 41
Stamlo Hotels Private Limited 5 8
Total 26 49

Lease rentals paid under cancellable operating leases to
Key Management Personnel

K Satish Reddy 13 13
Relatives of Key Management Personnel

G Anuradha 12 12
K Deepti Reddy 3 3
K Samrajyam 2
G Mallika Reddy 2
G V Sanjana Reddy &AS 2 2
Total 34 34

Salaries to relatives of Key Managerial Personnel
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(All amounts in Indian rupees millions, except share data and where otherwise stated)

Note 2 Notes to financial statements (continued)

2.22 Related parties (continued)

. For the year ended For the year ended
Particulars

31 March 2019 31 March 2018
Remuneration to Key Management Personnel
Salaries and other benefits 556 387
Contributions to defined contribution plans 35 38
Commission to directors 243 153
Share-based payments expense 101 116
Total 935 694

Some of the Key Management Personnel of the Company are also covered under the Company’s Gratuity Plan along
with the other employees of the Company. Proportionate amounts of gratuity accrued under the Company’s Gratuity
Plan have not been separately computed or included in the above disclosure.

. For the year ended For the year ended
Particulars

31 March 2019 31 March 2018
Investment made/(disposed) in
Subsidiaries
Reddy Antilles N.V. 359
Regkinetics Services Limited 200
Reddy Pharma Iberia SA (566)
Cheminor Investmenis Limited *
Total

Joint Ventures
DRSS Solar Power Private Limited
(Liquidated during the year ended 31 March 2018)

Total 359 (366)
*Rounded off to millions.

Impairment/(reversal of impairment) in the value of non-current investments:

Subsidiaries

Reddy Antilles N.V. 359 52
Reddy Pharma Iberia SA (566)
Dr. Reddy’s Farmaceutica Do Brasil Ltda. (12)
Total 359 (526)
Joint ventures

DRSS Solar Power limited (liquidated during the year ending ¥
31 March 2018)

Total -*
*Rounded off to millions.

Proceeds on disposal of investments from

Dr. Reddy’s Laboratories SA* 224
*Sale of investment in Reddy Pharma Iberia SA

Total 224
Loans and advances given /(repaid by), net

Subsidiaries and step down subsidiaries (1,790) 10
Industrias Quimicas Falcon de Mexico S.A. de C.V N

Dr. Reddy’s Farmaceutica Do Brasil Ltda. (10) (74)
Reddy Antilles N.V. & CHARTERED (359)

Total ACCOUNTANTS (2,159) 64
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(All amounts in Indian rupees millions, except share data and where otherwise stated)

Note 2 Notes to financial statements (continued)

2.22 Related parties (continued)

For the year ended
31 March 2019

Particulars

Loans and advances given /(repaid by), net (continued)

Joint ventures

DRES Energy Private Limited 20
Total 20
*Loans given / (repaid by) is inclusive of accrued interest

Movement in other receivables from subsidiaries including step down subsidiaries:
Reddy Antilles N.V. 17

Provision made/(reversed) on loans given to subsidiaries

Reddy Antilles N.V.* (359)
Dr. Reddy’s Farmaceutica Do Brasil Ltda.
Total (359)

Provision made/(reversed) for other assets
Reddy Antilles N.V. (17)

Guarantee given/(released) on behalf of Dr Reddy’s Laboratories SA

e. The has the following amounts due from/to related parties

. As at
Particulars 31 March 2019
Due from related parties
Subsidiaries including step down subsidiaries (included in trade receivables)
Dr. Reddy’s Laboratories Inc. 14,800
OOO Dr. Reddy’s Laboratories Limited 4,729
Others 8,762
Total 28,291
Others
Greenpark Hospitality Services Private Limited 75
Rental deposit to Key Management Personnel and their 3
relatives
Total 83

For the year ended

31 March 2018

179
(246)
(67)

19

16,294

As at
31 March 2018

21,082

6,156
10,689
37,927

40
8
48

Provision outstanding at the end of the year towards dues from subsidiaries including step down subsidiaries

(included in trade receivables)
Dr. Reddy's Venezuela, C.A. -

Others -
Total

CHARTERED
o, ACCOUNTANTS
i)
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Dr. Reddy’s Laboratories Limited
(All amounts in Indian rupees millions, except share data and where otherwise stated)

Note 2 Notes to financial statements (continued)

2.22 Related parties (continued)

Particulars As at Asat
31 March 2019 31 March 2018

Due to related parties (included in trade payables and other current liabilities)
Subsidiaries including step down subsidiaries and other consolidating entities:
OO0 Dr. Reddy’s Laboratories Limited 1,064 2,457
Dr. Reddy’s Laboratories Inc. 458 713
Promius Pharma LLC, USA 370 163
Dr. Reddy’s Research and Development B.V. 128 209
Dr. Reddy’s Laboratories (EU) Limited 172 174
Others 447 438
Total 2,639 4,154
Others
Dr. Reddy’s Institute of Life Sciences 10 10
Greenpark Hospitality Services Private Limited 63 3
Green Park Hotels & Resorts Limited -k 1
Indus Projects Private Limited 7
Stamlo Hotels Private Limited *
Total 80 14
*Rounded off to millions.
Outstanding Guarantee given on behalf of Dr. Reddy’s Laboratories SA 17,289 16,294

Equity held in subsidiaries and joint venture has been disclosed under “Financial assets-Investments” (Note 2.4 A).
Loans and advances to subsidiaries and joint venture have been disclosed under “Loans” (Note 2.4 C). Other receivables
from subsidiaries and joint venture have been disclosed under “Other financial assets” (Note 2.4 D).

2.23 Employee stock incentive plans
Dr. Reddy’s Employees Stock Option Plan -2002 (the “DRL 2002 Plan”):

The Company instituted the DRL 2002 Plan for all eligible employees pursuant to the special resolution approved by
the shareholders in the Annual General Meeting held on 24 September 2001, The DRL 2002 Plan covers all employees
of DRL and its subsidiaries and directors (excluding promoter directors) of DRL and its subsidiaries (collectively,
“cligible employees”). The Nomination, Governance and Compensation Committee of the Board of DRL (the
“Committee”) administer the DRL 2002 Plan and grants stock options to eligible employees. The Committee determines
which eligible employees will receive options, the number of options to be granted, the exercise price, the vesting period
and the exercise period. The vesting period is determined for all options issued on the date of grant. The options issued
under the DRL 2002 Plan vest in periods ranging between one and four years and generally have a maximum contractual
term of five years.

The DRL 2002 Plan, as amended at annual general meetings of shareholders held on 28 July 2004 and on 27 July 2005,
provides for stock option grants in two categories:

Category A: 300,000 stock options out of the total of 2,295,478 options reserved for grant having an exercise price
equal to the fair market value of the underlying equity shares on the date of grant; and

Category B: 1,995,478 stock options out of the total of 2,295,478 options reserved for grant having an exercise price

equal to the par value of the underlying equity shares (i.e., T 5 per option)
&
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Note 2 Notes to financial statements (continued)

2.23 Employee stock incentive plans (continued)

Under the DRL 2002 Plan, the exercise price of the fair market value options granted under Category A above is
determined based on the average closing price for 30 days prior to the grant in the stock exchange where there is highest
trading volume during that period. Notwithstanding the foregoing, the Committee may, after obtaining the approval of
the shareholders in the annual general meeting, grant options with a per share exercise price other than fair market value
and par value of the equity shares.

After the stock split effected in the form of stock dividend issued by the Company in August 2006, the DRL 2002 Plan
provides for stock option grants in the above two categories as follows:

Number of Number of
Particulars options reserved options reserved Total
under category A under category B
Options reserved under original plan 300,000 1,995,478 2,295,478
Options exercised prior to stock dividend date (A) 94,061 147,793 241,854
Balan(.:e of shares that can be allotted on exercise 205,939 1,847,685 2,053,624
of options (B)
Options arising from stock dividend (C) 205,939 1,847,685 2,053,624
Options reserved after stock dividend (A+B+C) 505,939 3,843,163 4,349,102

The term of the DRL 2002 plan was extended for a period of 10 years effective as of 29 January 2012 by the shareholders
at the Company’s Annual General Meeting held on 20 July 2012.

Stock option activity under the DRL 2002 Plan for the two categories of options during the years ended 31 March 2019
and 31 March 2018 is as follows:

Category A —Fair Market Value Options: There was no stock options activity under this category during the year
31 March 2019 and 31 March 2018 and there were no stock options outstanding under this category as of 31 March 2019
and 31 March 2018.

Category B —Par Value Options For the year ended 31 March 2019
Shares Weighted Weighted
R .. Range of .
Particulars arising out of . . average average remaining
. exercise prices . R
options exercise price useful life (months)
Outstanding at the beginning of the 320,544 5.00 5.00 70
Granted during the year 122,372 5.00 5.00 90
Expired/forfeited during the year (50,651) 5.00 5.00
Exercised during the year (122,124) 5.00 5.00
Outstanding at the end of the year 270,141 5.00 5.00 73
Exercisable at the end of the year 32,836 5.00 5.00 42
Category B — Par Value Options For the year ended 31 March 2018
i Weighted
Shares Range of Weighted g

Particulars arising out of average  average remaining

exercise prices

options exercise price  useful life (months)
Outstanding at the beginning of the year 330,142 5.00 5.00 69
Granted during the year 158,112 5.00 5.00 90
Expired/forfeited during the year (23,318) 5.00 5.00 LI
Exercised during the year 44,392 5.00 5.
Outstanding at the end of the year 32 5.00 70
Exercisable at the end of the 47 83 5.00 49

The weighted average grant date fair value of options granted during the years ended 31 March 2018

was ¥ 2,195 and ¥ 2,546 per option, respectively. The weighted average share price on the date of exercise of options
during the years ended 31 March 2019 and 31 March 2018 was ¥ 2,302 and ¥ 2,375 per share, respectively.
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Note 2 Notes to financial statements (continued)

2.23 Employee stock incentive plans (continued)

The aggregate intrinsic value of options exercised during the years ended 31 March 2019 and 31 March 2018 was T 281
and ¥ 342, respectively. As of 31 March 2019, options outstanding had an aggregate intrinsic value of ¥ 750 and options
exercisable had an aggregate intrinsic value of ¥ 91.

Dr. Reddy’s Employees ADR Stock Option Plan, 2007 (the “DRL 2007 Plan”):

The Company instituted the DRL 2007 Plan for all eligible employees in pursuance of the special resolution approved
by the shareholders in the Annual General Meeting held on 27 July 2005. The DRL 2007 Plan became effective upon
its approval by the Board of Directors on 22 January 2007. The DRL 2007 Plan covers all employees and directors
(excluding promoter directors) of DRL and its subsidiaries (collectively, “eligible employees”). The Committee
administers the DRL 2007 Plan and grants stock options to eligible employees. The Committee determines which eligible
employees will receive the options, the number of options to be granted, the exercise price, the vesting period and the
exercise period. The vesting period is determined for all options issued on the date of grant. The options issued under
the DRL 2007 Plan vest in periods ranging between one and four years and generally have a maximum contractual term
of five years.

The DRL 2007 Plan provides for option grants in two categories:

Category A: 382,695 stock options out of the total of 1,530,779 stock options reserved for grant having an exercise
price equal to the fair market value of the underlying equity shares on the date of grant; and

Category B: 1,148,084 stock options out of the total of 1,530,779 stock options reserved for grant having an exercise
price equal to the par value of the underlying equity shares (i.e., T 5 per option).

Stock option activity under the DRL 2007 Plan for the two categories of options during the years ended 31 March 2019
and 31 March 2018 is as follows:

Cat A - Fair Market Val
ategory awr vlarket vatue For the year ended 31 March 2019

Options
Shares Weighted Weighted
. .. Range of R S .
Particulars arising out of . . average exercise average remaining
, exercise prices . :
options price useful life (months)
Outstanding at the beginning of the
year
) 1,982.00/
Granted during the year 149,160 2.607.00 2,176.00 90
Expired/forfeited during the year (3,100) 2,607.00 2,607.00
Exercised during the year
Outstanding at the end of the year 146,060 1,982.60/ 2,166.00 81
2,607.00

Exercisable at the end of the year

The weighted average grant date fair value of options granted during the year ended 31 March 2019 was ¥ 515 per

option.

As of 31 March 2019, options outstanding had an aggregate intrinsic value of ¥ 90.

Category B — Par Value Options

For the year ended 31 March 2019

Shares Range of Weighted ‘Weighted

Particulars arising out of . ., average exercise average remaining
. exercise prices . .

options price useful life (months)
Outstanding at the beginning of the year 107,308 5.00 5.00 73
Granted during the year 70,730 5.00 5.00 90
Expired/forfeited during the year (29,966) 5.00 5.00
Exercised during the year (32,917) 5.00 5.00
Outstanding at the end of the year 115,155 & Ao 5.00 73
Exercisable at the end of the year 9,229 5.00 43
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Note 2 Notes to financial statements (continued)

2.23 Employee stock incentive plans (continued)

Category B — Par Value Options For the year ended 31 March 2018

Shares Weighted Weighted

R . Range of R S,
Particulars arising out of . . average exercise average remaining
. exercise prices . .

options price useful life (months)
Outstanding at the beginning of the 88,141 5.00 5.00 74
year
Granted during the year 63,304 5.00 5.00 90
Expired/forfeited during the year (19,335) 5.00 5.00
Exercised during the year (24,802) 5.00 5.00
Outstanding at the end of the year 107,308 5.00 5.00 73
E isable at th th
y:::c'sab ¢ at the end of the 11,034 5.00 5.00 47

The weighted average grant date fair value of options granted during the years ended 31 March 2019 and 31 March 2018
was X 2,056 and T 2,540 per option, respectively. The weighted average share price on the date of exercise of options
during the years ended 31 March 2019 and 31 March 2018 was T 2,445 and ¥ 2,295 per share, respectively.

The aggregate intrinsic value of options exercised during the years ended 31 March 2019 and 31 March 2018 was Z 80
and ¥ 57, respectively. As of 31 March 2019, options outstanding had an aggregate intrinsic value of ¥ 320 and options
cxcrcisable had an aggregate inlrinsic value of T 26.

Dr. Reddy’s Employees Stock Option Scheme, 2018 (the “DRL 2018 Plan”):

The Company instituted the DRL 2018 Plan for all eligible employees pursuant to the special resolution approved by
the shareholders at the Annual General Meeting held on 27 July 2018. The DRL 2018 Plan covers all employees and
directors (excluding independent and promoter directors) of the Company and its subsidiaries (collectively, “eligible
employees”). Upon the exercise of options granted under the DRL 2018 Plan, the applicable equity shares may be issued
directly by the Company to the eligible employee or may be transferred from the Dr. Reddy’s Employees ESOS Trust
(the “ESOS Trust”) to the eligible employee. The ESOS Trust may acquire such equity shares through primary issuances
by the Company and/or by way of secondary market acquisitions funded through loans from the Company. The
Nomination, Governance and Compensation Committee of the Board of the Company (the “Compensation Committee”)
administers the DRL 2018 Plan and grants stock options to eligible employees, but may delegate functions and powers
relating to the administration of the DRL 2018 Plan to the ESOS Trust. The Compensation Committee determines which
eligible employees will receive the options, the number of options to be granted, the exercise price, the vesting period
and the exercise period. The vesting period is determined for all options issued on the date of grant. The options issued
under the DRL 2018 Plan vest in periods ranging between the end of one and five years, and generally have a maximum
contractual term of five years.

The DRL 2018 Plan provides for option grants having an exercise price equal to the fair market value of the underlying
equity shares on the date of grant as follows:

Number of securities to be  Number of securities to

Particulars acquired from secondary be issued by the Total
market Company
Options reserved against equity shares 2,500,000 1,500,000 4,000,000
Options reserved against ADRs 1,000,000 1,000,000
Total 2.500.000 2.500.000 5.000.000
&
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Note 2 Notes to financial statements (continued)

2.23 Employee stock incentive plans (continued)

As at 31 March 2019, the ESOS Trust purchased 217,976 shares from secondary market for an aggregate consideration
of T 535.

Stock option activity under the DRL 2018 Plan during the year ended 31 March 2019 is as follows:

Fair Market Value Options For the vear ended 31 March 2019
Weighted
. Shares arising Range.of Weighted average g .
Particulars . exercise . . average remaining
out of options . exercise price
prices useful life (months)
Outstanding at the beginning of the
year
Granted during the year 235,700 2,607.00 2,607.00 90
Expired/forfeited during the year (6,100) 2,607.00 2,607.00
Exercised during the year
Outstanding at the end of the year 229,600 2,607.00 2,607.00 84

Exercisable at the end of the year

The weighted average grant date fair value of options granted during the year ended 31 March 2019 was T 667 per
option.
As of 31 March 2019, options outstanding had an aggregate intrinsic value of ¥ 40.

Valuation of stock options:

The fair value of services received in return for stock options granted to employees is measured by reference to the fair
value of stock options granted. The fair value of stock options granted under the DRL 2002 Plan, the DRL 2007 Plan
and the DRL 2018 Plan has been measured using the Black—Scholes-Merton model at the date of the grant.

The Black-Scholes-Merton model includes assumptions regarding dividend yields, expected volatility, expected terms
and risk free interest rates. In respect of par value options granted, the expected term of an option (or “option life”) is
estimated based on the vesting term and contractual term, as well as the expected exercise behavior of the employees
receiving the option. In respect of fair market value options granted, the option life is estimated based on the simplified
method. Expected volatility of the option is based on historical volatility, during a period equivalent to the option life,
of the observed market prices of the Company’s publicly traded equity shares. Dividend yield of the options is based on
recent dividend activity. Risk-free interest rates are based on the government securities yield in effect at the time of the
grant. These assumptions reflect management’s best estimates, but these assumptions involve inherent market
uncertainties based on market conditions generally outside of the Company’s control. As a result, if other assumptions
had been used in the current period, stock-based compensation expense could have been materially impacted. Further,
if management uses different assumptions in future periods, stock-based compensation expense could be materially
impacted in future years.

The estimated fair value of stock options is recognised in the statement of profit and loss on a straight-line basis over
the requisite service period for each separately vesting portion of the award as if the award was, in-substance, multiple
awards.

The weighted average inputs used in computing the fair value of options granted during the years ended 31 March 2019
and 31 March 2018 were as follows:

Grants made on

Particulars 31 January 21 September 21 May 10 July 11 May

2019 2018 26 July 2018 2018 2017 2017
Expected volatility 32.92% 33.98% 34.89% 32.97% 30.86% 31.08%

. . T 5.00/ < 5.00/
Exercise price 35.00 % 2,607.00 35.00 % 1,982.00 <5.00 35.00
Option life 2.5 Years 2.5 Years 2.5Years 2.5 Years 2.5 Years 2.5 Years
Risk-free interest rate 7.00% 7.90% 7.47% 7.46% 6.48% 6.69%
Expected dividends 0.74% 0.78% 0.94% 1.06% 0.77% 0.77%
Grant date share T2,720.80 ¥2,556.25 32,132,775 32,726.20 .00
S cwRERD O
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Note 2 Notes to financial statements (continued)

2.23 Employee stock incentive plans (continued)

Share-based payment expense

Particulars For the year ended For the year ended

31 March 2019 31 March 2018

Equity settled share-based payment expense(” 389 454
Cash settled share-based payment expense® 13

402 454

) As of 31 March 2019, there was T 519 of total unrecognised compensation cost related to unvested stock options.
This cost is expected to be recognised over a weighted-average period of 2.09 years.

@ Certain of the Company’s employees are eligible for share-based payment awards that are settled in cash. These
awards entitle the employees to a cash payment, on the exercise date, subject to vesting upon satisfaction of certain
service conditions which range from one to four years. The amount of cash payment is determined based on the price of
the Company’s ADs at the time of vesting. As of 31 March 2019, there was I 18 of total unrecognised compensation
cost related to unvested awards. This cost is expected to be recognised over a weighted-average period of 1.92 years.
This Scheme does not involve dealing in or subscribing to or purchasing securities of the Company, directly or indirectly.

2.24 Employee benefits

Total employee benefit expenses, including share-based payments, incurred during the years ended 31 March 2019 and
31 March 2018 amounted to ¥ 19,319 and 18,430, respectively.

Gratuity benefits provided by the Company

In accordance with applicable Indian laws, the Company has a defined benefit plan which provides for gratuity payments
(the “Gratuity Plan) and covers certain categories of employees in India. The Gratuity Plan provides a lump sum gratuity
payment to eligible employees at retirement or termination of their employment. The amount of the payment is based
on the respective employee’s last drawn salary and the years of employment with the Company. Effective
1 September 1999, the Company established the Dr. Reddy’s Laboratories Gratuity Fund (the “Gratuity Fund”) to fund
the Gratuity Plan. Liabilities in respect of the Gratuity Plan are determined by an actuarial valuation, based upon which
the Company makes contributions to the Gratuity Fund. Trustees administer the contributions made to the Gratuity Fund.
Amounts contributed to the Gratuity Fund are invested in bonds issued by the Government of India and in debt securities
and equity securities of Indian companies.

The components of gratuity cost recognised in the statement of profit and loss for the years ended 31 March 2019 and
31 March 2018 consist of the following:

Particulars For the year ended For the year ended

31 March 2019 31 March 2018
Current service cost 265 252
Interest on net defined benefit liability 2) 6
Gratuity cost recognised in statement of profit and loss 263 258

Details of the employee benefits obligations and plan assets are provided below:

Particulars As at Asat

31 March 2019 31 March 2018
Present value of funded obligations 2,200 2,007
Fair value of plan assets (2,174) (1,958)
Net defined benefit liability recognised 26 49
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Note 2 Notes to financial statements (continued)

2.24 Employee Benefits (continued)

Details of changes in the present value of defined benefit obligations are as follows:

Particulars As at As at

31 March 2019 31 March 2018

Defined benefit obligations at the beginning of the year 2,007 1,840

Current service cost 265 252

Interest on defined obligations 145 125
Re-measurements due to:

Actuarial loss/(gain) due to change in financial assumptions 28 121)

Actuarial loss/(gain) due to demographic assumptions * 11

Actuarial loss/(gain) due to experience changes * 62
Benefits paid (245) (162)
Defined benefit obligations at the end of the year 2,200 2,007
*Rounded off to millions.

Details of changes in the fair value of plan assets are as follows:

Particulars As at As at
31 March 2019 31 March 2018

Fair value of plan assets at the beginning of the year 1,958 1,687

Employer contributions 294 313

Interest on plan assets 147 121

Re-measurements due to:

Return on plan assets excluding interest on plan assets 20 1)
Benefits paid (245) (162)
Plan assets at the end of the year 2,174 1,958
Sensitivity Analysis

. As at
Particulars 31 March 2019
Defined benefit obligation without effect of projected salary growth 1,276
Add: Effect of salary growth 924
Defined benefit obligation with projected salary growth 2,200
Defined benefit obligation, using discount rate minus 50 basis points 2,282
Defined benefit obligation, using discount rate plus 50 basis points 2,123
Defined benefit obligation, using salary growth rate plus 50 basis points 2,280
Defined benefit obligation, using salary growth rate minus 50 basis points 2123

Summary of the actuarial assumptions: The actuarial assumptions used in accounting for the Gratuity Plan are as
follows:

The assumptions used to determine benefit obligations:

. For the year ended For the year ended
Particul

artieuiars 31 March 2019 31 March 2018

Discount rate 7.45% 7.75%

8% per annum for the first
year and 9% per annum
thereafter

7% per annum for the
first year and 9% per
annum thereafter

Rate of compensation increase

The assumptions used to determine gratuity cost

Particulars For the year ended For the year ended
31 March 2019 31 March 2018
Discount rate 7.75% 7.20%

7% per annum for the first 7% per annum for
year and 9% per annum  first year and 9%
thereafter annum

Rate of compensation increase

97
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Note 2 Notes to financial statements (continued)

2.24 Employee Benefits (continued)
Contributions: The Company expects to contribute ¥ 26 to the Gratuity Plan during the year ending 31 March 2020.

Disaggregation of plan assets: The Gratuity Plan’s weighted-average asset allocation at 31 March 2019 and
31 March 2018, by asset category, was as follows:

. As at As at
Particulars
31 March 2019 31 March 2018
Funds managed by insurers 99% 99%
Others 1% 1%
The expected future cash flows in respect of gratuity as at 31 March 2019 were as follows
Particulars Amount
Expected contributions
During the year ended 31 March 2020 (estimated) 26
Expected future benefit payments
31 March 2020 306
31 March 2021 218
31 March 2022 220
31 March 2023 225
31 March 2024 220
Thereafter 3111

Provident fund benefits

Certain categories of employees of the Company receive benefits from a provident fund, a defined contribution plan.
Both the employee and employer each make monthly contributions to a government administered fund equal to 12% of
the covered employee’s qualifying salary. The Company has no further obligations under the plan beyond its monthly
contributions. The Company contributed ¥ 710 and T 707 to the provident fund plan during the years ended
31 March 2019 and 31 March 2018, respectively.

Superannuation benefits

Certain categories of employees of the Company participate in superannuation, a defined contribution plan administered
by the Life Insurance Corporation of India. The Company makes monthly contributions based on a specified percentage
of each covered employee’s salary. The Company has no further obligations under the plan beyond its monthly
contributions. The Company contributed ¥ 84 and ¥ 88 to the superannuation plan during the years ended 31 March 2019
and 31 March 2018, respectively.

Compensated absences

The Company provides for accumulation of compensated absences by certain categories of its employees. These
employees can carry forward a portion of the unutilised compensated absences and utilise them in future periods or
receive cash in lieu thereof as per the Company’s policy. The Company records a liability for compensated absences in
the period in which the employee renders the services that increases this entitlement. The total liability recorded by the
Company towards this obligation was T 821 and ¥ 797 as at 31 March 2019 and 31 March 2018, respectively.

2.25 Income taxes

a. Income tax expense/ (benefit) recognised in the statement of profit and loss
Income tax expense recognised in the statement of profit and loss consists of the following

For the year ended For the year ended

Particulars 31 March 2019 31 March 2018
Current taxes 2,818 1,381
Deferred taxes expense/(benefit) 1,416 (80)
Total income tax expense recognised in the statement of IR 4234 1301
profit and loss ’ ’
CHARTERED
ACCOUNTANTS

182 DR. REDDY’S LABORATORIES LIMITED



Dr. Reddy’s Laboratories Limited

(All amounts in Indian rupees millions, except share data and where otherwise stated)
Note 2 Notes to financial statements (continued)

2.25 Income taxes (continued)
b. Income tax expense/(benefit) recognised directly in equity
Income tax expense/(benefit) recognised directly in equity consist of the following:

Particulars For the year ended For the year ended

31 March 2019 31 March 2018
Tax effect on effective portion of change in fair value of cash flow
73 (46)
hedges
Tax effect on actuarial gains/losses on defined benefit obligations 3) 16
Total income tax exnense/(benefit) recognised in the 70 (30)

c. Reconciliation of effective tax rate

The following is a reconciliation of the Company’s effective tax rates for the years ended 31 March 2019 and
31 March 2018:

Particulars For the year ended For the year ended
31 March 2019 31 March 2018
Profit before income taxes 17,007 6,970
Enacted tax rate in India 34.94% 34.61%
Computed expected tax expense 5,942 2,413
Effect of:
Unrecognised deferred tax assets 398 1,417
Reversal of earlier year’s tax provisions (133) (67)
Income exempt from income taxes (1,146) (816)
Incremental deduction allowed for research and development costst") (1,134) (1,327)
Other items 307 (319)
Income tax expense 4,234 1,301
Effective tax rate 24.90% 18.66%

) India’s Finance Act, 2016 incorporated an amendment that reduces the weighted deduction on eligible research and
development expenditure in a phased manner from 200% to 150% commencing from 1 April 2017, and from 150% to
100% effective from 1 April 2020.

The Company’s average effective tax rate for the years ended 31 March 2019 and 31 March 2018 were 24.90% and
18.66%, respectively.

d. Unrecognised deferred tax assets

The details of unrecognised deferred tax assets are summarised below:

. As at As at
Particulars

31 March 2019 31 March 2018

Taxable/Deductible temporary differences, net 4,989 4,591

4,989 4,591

During the year ended 31 March 2019, the Company did not recognise deferred tax assets of ¥ 398, primarily on MAT
credit entitlement, as the Company believes that availability of taxable profits is not probable. The above MAT credit
expire at various dates ranging from 2031 through 2034,
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Note 2 Notes to financial statements (continued)

2.25 Income taxes (continued)
e. Deferred tax assets and liabilities

The tax effects of significant temporary differences that resulted in deferred tax assets and liabilities and a description of
the items that created these differences is given below:

Particulars

As at
31 March 2019

As at
31 March 2018

Minimum Alternate Tax* 1,630 1,630
Trade receivables 245 1479
Operating tax loss/capital loss 9
Current liabilities and provisions 266 331
Loans (65) 16
Property , plant and equipment (2,549) (2,518)
Investments (82) (16)
Net deferred tax assets/(Liabilities) (555) 931

*As per Indian tax laws, companies are liable for a Minimum Alternate Tax (“MAT” tax) when current tax, as computed
under the provisions of the Income Tax Act, 1961 (“Tax Act”), is determined to be below the MAT tax computed under
section 115JB of the Tax Act. The excess of MAT tax over current tax is eligible to be carried forward and set-off in the
future against the current tax liabilities over a period of 15 years.

In assessing whether the deferred tax assets will be realised, management considers whether some portion or all of the
deferred tax assets will not be realised. The ultimate realisation of the deferred income tax assets and tax loss carry forwards
is dependent upon the generation of future taxable income during the periods in which the temporary differences become
deductible. Management considers the scheduled reversals of deferred tax liabilities, projected future taxable income and
tax planning strategy in making this assessment. Based on the level of historical taxable income and projections of future
taxable income over the periods in which the deferred tax assets are deductible, management believes that the Company
will realise the benefits of those recognised deductible differences and tax loss carry forwards. Recoverability of deferred
tax assets is based on estimates of future taxable income. Any changes in such future taxable income would impact the

recoverability of deferred tax assets.

[ Movement in deferred tax assets and liabilities duving the years ended 31 March 2019 and 31 March 2018

Recognised in the

Particulars 1 Aprilé?)i‘; statement of profit Recogn::;gigly 31 March‘;(s)lag
and loss
Minimum Alternate Tax 1,630 1,630
Trade receivables 1,479 (1,234) 245
Operating tax loss/capital loss 9 )
Current liabilities and provisions 331 5 (70) 266
Loans 16 (81) (65)
Property , plant and equipment (2,518) 31) (2,549)
Investments (16) (66) (82)
Net deferred tax assets/(liabilities) 931 (1,416) (70) (555)
Particulars As at stl:::l(;lgelll:: f)(} :)l;;]fli‘: Recognised in As at
1 April 2017 equity 31 March 2018
and loss
Minimum Alternate Tax 1,636 6) 1,630
Trade receivables 1,469 10 1,479
Operating tax loss/capital loss 257 (248) 9
Current liabilities and provisions 437 (136) 30 331
Loans 29 (13) 16
Property , plant and equipment 2,517 1) (2,518)
Investments 490 47 16
Net deferred tax bilities 821 30 931
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Note 2 Notes to financial statements (continued)

2.26 Operating leases

The Company has leased offices and vehicles under various operating lease agreements that are renewable on a periodic
basis at the option of both the lessor and the lessee. Rental expense under these leases was ¥ 278 and T 280 for the years

ended 31 March 2019 and 31 March 2018, respectively.

The schedule of future minimum rental payments in respect of non-cancellable operating leases is set out below:

Particulars As at As at

31 March 2019 31 March 2018
Less than one year 118 128
Between one and five years 114 148
Total 232 276

2.27 Finance lease

There are no assets taken on finance lease as on 31 March 2019 and 31 March 2018

2.28 Financial instruments

Non-derivative financial instruments

Non-derivative financial instruments consist of investments in mutual funds, bonds, equity and debt securities, trade

receivables, cash and cash equivalents, loans and borrowings, and trade payables.

Derivative financial instruments

The Company uses derivative contracts like forwards, oplions aud interest rate swaps to mitigate its risk of changes in

foreign currency exchange rates and interest rates.

The carrying value and fair value of financial instruments as at 31 March 2019 and 31 March 2018 were as follows:

As at 31 March 2019 As at 31 March 2018

Particulars Total fair value/ Total fair value/

Total carrying value Total carrying value

amortised cost
Financial assets
Cash and cash

equivalents 1,132 1,132 1,207
Investments* 39,335 39,335 36,365
Trade receivables 37,290 37,290 42,207
Loans 332 332 1,991
Derivative instruments 335 335 17
Other financial assets 1,139 1,139 946
Total 79,563 79,563 82,733
Financial liabilities

Trade payables 10,316 10,316 10,610
Long-term borrowings 3,454 3,454 4,880
Short-term borrowings 5,463 5,463 21,008
Derivative instruments 45 45 85
S;Eflrl tﬁ‘;amal 10,160 10,160 11,386
Total 29,438 29,438 47,969

*Interest accrued but not due on investments is included in other
CHARTERED 5
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Note 2 Notes to financial statements (continued)

2.28 Financial instruments (continued)

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

Level 2 - Inputs other than quoted prices included within Level 1 that are observable for the asset or liability, either
directly (i.e., as prices) or indirectly (i.e., derived from prices).

Level 3 - Inputs for the assets or liabilities that are not based on observable market data (unobservable inputs).

The following table presents the fair value hierarchy of assets and liabilities measured at fair value on a recurring basis
as of 31 March 2019:

Particulars Level 1 Level 2 Level 3 Total
FVTPL - Financial asset - Investments in units of mutual

funds 14,900 14,900
FVTOCI - Financial asset - Investment in equity

securities 38 38

Derivative financial instruments — net gain/(loss) on
outstanding foreign exchange forward, option and swap
contracts and interest rate swap contracts(") 290 290

The following table presents the fair value hierarchy of assets and liabilities measured at fair value on a recurring basis
as of 31 March 2018 it

Particulars Level 1 Level 2 Level 3 Total
FVTPL - Financial asset - Investments in units of mutual

funds 13,317 13,317
FVTOCI - Financial asset - Investment in equity securities 30 30

Derivative financial instruments - gain/(loss) on outstanding
foreign exchange forward, option and swap contracts and
interest rate swap contracts®") 67 (67

M The Company enters into derivative financial instruments with various counterparties, principally financial
institutions and banks. Derivatives valued using valuation techniques with market observable inputs are mainly interest
rate swaps, foreign exchange forward option and swap contracts. The most frequently applied valuation techniques
include forward pricing, swap models and Black-Scholes-Merton models (for option valuation), using present value
calculations. The models incorporate various inputs including foreign exchange forward rates, interest rate curves and
forward rate curves.

As at 31 March 2019 and 31 March 2018, the changes in counterparty credit risk had no material effect on the hedge
effectiveness assessment for derivatives designated in hedge relationships and other financial instruments reco gnised at
fair value.

Derivative Financial instruments

The Company had a derivative financial asset and derivative financial liability of T 335 and T 45, respectively, as at
31 March 2019 as compared to derivative financial asset and derivative financial liability of ¥ 17 and X 85, respectively,
as at 31 March 2018 towards these derivative financial instruments.

Details of gain/(loss) recognised in respect of derivative contracts

The following table presents details in respect of the gain/(loss) recognised in respect of derivative contracts during the
applicable year ended:

For the year ended For the year ended
31 March 2019 31 March 2018

Particulars

Net gain/(loss) recognised as part of foreign exchange gain and losses in

respect of foreign exchange derivative contracts & (35) 491

Net gain/(loss) recognised in equity in respect of hedges of highly

probable forecast transactions @ 209 (133)

Net gain/(loss) recognised as component of revenue 653
The net carrying amount of the Company’s “hedging reserve” as a before adjusting for tax impact
was a gain of ¥ 205 as at 31 March 2019, as compared to a loss of T 4 as 2018
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Note 2 Notes to financial statements (continued)

2.28 Financial instruments (continued)

The following table gives details in respect of the notional amount of outstanding foreign exchange derivative contracts
as of 31 March 2019:

Amounts in millions

Cross
Category Instrument Currency Currency® Amounts Buy/Sell
Hed ¢ ised . Forward contract Us$ INR US$ 261 Sell
cdges ol recognised assets g ward contract RUB INR RUB 2,710 Sell
and liabilities
Forward contract GBP INR GBP 18 Sell
Hedges of highly probable Forward contract RUB INR RUB 1,350 Sell
forecasted transactions Option contract Us$ INR US$ 300 Sell

@ “INR” means Indian Rupees, “RUB” means Russian roubles, “GBP” means Pounds sterling and “US$ means
US dollars.

The following table gives details in respect of the notional amount of outstanding foreign exchange derivative contracts
as of 31 March 2018:

Amounts in millions

Category Instrument Currency Cuf::::v(]) Amounts Buy/Sell
Hed ¢ ised asset Forward contract US$ INR Us$ 72 Sell
CIBES O TECOBMISEC aSSES o rward contract US$ RUB US$14  Buy
and liabilities '
Option contract Us$ INR US$ 65 Sell
Hedges of highly probable Forward contract RUB INR RUB 1,080 Sell
forecasted transactions Option contract Us$ INR US$ 240 Sell

) “INR” means Indian Rupees, “RUB” means Russian roubles, “GBP” means Pounds sterling and “US$ means
US dollars.

The table below summarises the periods when the cash flows associated with highly probable forecast transactions that
are classified as cash flow hedges are expected to occur:

Particulars As at Asat
31 March 2019 31 March 2018
Cash flows in US$

Not later than one month 2,420 1,955
Later than one month and not later than three months 4,841 3,911
Later than three months and not later than six months 7,261 5,866
Later than six months and not later than one year 6,225 3,910
20,747 15,642

Cash flows in Russian Roubles
Not later than one month 161 102
Later than one month and not later than three months 320 204
Later than three months and not later than six months 480 306
Later than six months and not later than one year 480 611
1.441 1,223

Hedges of changes in the interest rates:

Consistent with its risk management policy, the Company uses interest rate swaps (including cross currency interest rate
swaps) to mitigate the risk of changes in interest rates. The Company does not use them for trading or speculative
purposes.

The changes in fair value of such interest rate swaps (including cross currency interest rate swaps) are recognised as part
of finance cost.

As at 31 March 2019 and 31 March 2018, the Company had no outstanding interest
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Note 2 Notes to financial statements (continued)

2.29 Financial risk management

The Company’s activities expose it to a variety of financial risks, including market risk, credit risk and liquidity risk.
The Company’s primary risk management focus is to minimise potential adverse effects of market risk on its financial
performance. The Company’s risk management assessment and policies and processes are established to identify and
analyse the risks faced by the Company, to set appropriate risk limits and controls, and to monitor such risks and
compliance with the same. Risk assessment and management policies and processes are reviewed regularly to reflect
changes in market conditions and the Company’s activities. The Board of Directors and the Audit Committee is
responsible for overseeing the Company’s risk assessment and management policies and processes.

a. Market risk

Market risk is the risk of loss of future earnings, fair values or future cash flows that may result from adverse changes
in market rates and prices (such as interest rates, foreign currency exchange rates and commodity prices) or in the price
of market risk-sensitive instruments as a result of such adverse changes in market rates and prices. Market risk is
attributable to all market risk-sensitive financial instruments, all foreign currency receivables and payables and all short-
term and long-term debt. The Company is exposed to market risk primarily related to foreign exchange rate risk, interest
rate risk and the market value of its investments. Thus, the Company’s exposure to market risk is a function of investing
and borrowing activities and revenue generating and operating activities in foreign currencies.

Foreign exchange risk

The Company’s foreign exchange risk arises from its foreign operations, foreign currency revenues and expenses,
(primarily in United States dollars, Russian roubles, U.X pounds sterling and Euros) and foreign currency borrowings
(in United States dollars). A significant portion of the Company’s revenues are in these foreign currencies, while a
significant portion of its costs are in Indian rupees. As a result, if the value of the Indian rupee appreciates relative to
these foreign currencies, the Company's revenues measured in Indian rupees may decrease. The exchange rate between
the Indian rupee and these foreign currencies has changed substantially in recent periods and may continue to fluctuate
substantially in the future. Consequently, the Company uses both derivative and non-derivative financial instruments,
such as foreign exchange forward contracts, option contracts, currency swap contracts and foreign currency financial
liabilities, to mitigate the risk of changes in foreign currency exchange rates in respect of its highly probable forecast
transactions and recognised assets and liabilities.

The details in respect of the outstanding foreign exchange forward and option contracts are given in note 2.28 above.
In respect of the Company’s forward contracts and option contracts, a 10% decrease/increase in the respective exchange
rates of each of the currencies underlying such contracts would have resulted in:

« a¥ 1,884/(1,363) increase/(decrease) in the Company’s hedging reserve and a ¥ 2,256/(2,256) increase/(decrease)
in the Company’s net profit from such contracts, as at 31 March 2019;

« a¥ 1,277/(1,338) increase/(decrease) in the Company’s hedging reserve and a I 843/(749) increase/(decrease) in the
Company’s net profit from such contracts, as at 31 March 2018;

The following table analyses foreign currency risk from non-derivative financial instruments as at 31 March 2019:

(All figures in equivalent Indian Rupees millions)

Russian

Particulars US$ Euro roubles Others m Total
Assets:
Cash and cash equivalents 78 19 6 19 122
Trade receivables 27,159 823 5,525 1,225 34,732
Other financial assets 415 17 3 124 559
Total 27,652 859 5,534 1,368 35413
Liabilities:
Trade payables 1,704 753 132 2,589
Long-term borrowings 3,454 3,454
Short-term borrowings 5,463 5,463
Other financial liabilities 3,915 86 1,146 221 5,368
Total 839 353
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Note 2 Notes to financial statements (continued)

2.29 Financial risk management (continued)
The following table analyses foreign currency risk from non-derivative financial instruments as at 31 March 2018:

(All figures in equivalent Indian Rupees millions)

: Russian

Particulars US$ Euro roubles Others Total
Assets:
Cash and cash equivalents 35 9 29 73
Trade receivables 30,089 441 6,541 2,597 39,668
Other financial assets 357 102 10 1,669 2,138
Total 30,481 552 6,551 4,295 41,879
Liabilities:
Trade payables 1,664 925 193 2,782
Long-term 4,880 4,880
Short-term borrowings 17,923 1,585 19,508
Other financial liabilities 2,449 266 2,505 102 5,322
Total 26,916 1,191 4,090 295 32,492

( Others include currencies such as Mexican pesos, U.K pounds sterling and Swiss francs.

For the years ended 31 March 2019 and 31 March 2018, every 10% depreciation/appreciation in the exchange rate
between the Indian rupee and the respective currencies for the above mentioned financial assets/liabilities would affect
the Company’s net profit by ¥ 1,854 and T 939, respectively.

Interest rate risk

As of 31 March 2019 and 31 March 2018, the Company had ¥ 10,650 of loans carrying a floating interest rate of
1 Month LIBOR plus 25 bps to 1 Month LIBOR plus 82.7 bps and ¥ 22,811 of loans carrying a {loating interest rate of
1 Month LIBOR minus 30 bps to 1 Month LIBOR plus 82.7 bps. These loans expose the Company to risk of changes in
interest rates. The Company’s treasury department monitors the interest rate movement and manages the interest rate
risk based on its policies, which include entering into interest rate swaps as considered necessary.

For details of the Company’s short-term and long-term loans and borrowings, including interest rate profiles, refer to
note 2.8A and 2.8B of these financial statements.

For the years ended 31 March 2019 and 31 March 2018, every 10% increase or decrease in the floating interest rate
component (i.e., LIBOR) applicable to its loans and borrowings would affect the Company’s net profit by ¥ 27 and ¥ 42,
respectively.

The carrying value of the Company’s borrowings, interest component of which designated in a cash flow hedge was
I Nil as of 31 March 2019.

The Company’s investments in term deposits (i.e, certificates of deposit) with banks and short-term liquid mutual funds
are for short durations, and therefore do not expose the Company to significant interest rates risk.

Commodity rate risk

Exposure to market risk with respect to commodity prices primarily arises from the Company’s purchases and sales of
active pharmaceutical ingredients, including the raw material components for such active pharmaceutical ingredients.
These are commodity products, whose prices may fluctuate significantly over short periods of time. The prices of the
Company’s raw materials generally fluctuate in line with commodity cycles, although the prices of raw materials used
in the Company’s active pharmaceutical ingredients business are generally more volatile. Cost of raw materials forms
the largest portion of the Company’s operating expenses. Commodity price risk exposure is evaluated and managed
through operating procedures and sourcing policies. As of 31 March 2019, the Company had not entered into any
material derivative contracts to hedge exposure to fluctuations in commodity prices.
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Note 2 Notes to financial statements (continued)

2.29 Financial risk management (continued)

b. Credit risk

Credit risk is the risk of financial loss to the Company if a customer or counterparty to a financial instrument fails to
meet its contractual obligations, and arises principally from the Company’s receivables from customers and investment
securities. Credit risk is managed through credit approvals, establishing credit limits and continuously monitoring the
creditworthiness of customers to which the Company grants credit terms in the normal course of business. The Company
establishes an allowance for credit losses and impairment that represents its estimate of expected losses in respect of
trade and other receivables and investments.

Trade and other receivables

The Company’s exposure to credit risk is influenced mainly by the individual characteristics of each customer. The
demographics of the customer, including the default risk of the industry and country in which the customer operates,
also has an influence on credit risk assessment. Credit risk is managed through credit approvals, establishing credit limits

and continuously monitoring the creditworthiness of customers to which the Company grants credit terms in the normal
course of business.

Investments

The Company limits its exposure to credit risk by generally investing in liquid securities and only with counterparties
that have a good credit rating. The Company docs not expect any losses from non-performance by these counter-parties,
and does not have any significant concentration of exposures to specific industry sectors or specific country risks.

Details of financial assets — not due, past due and impaired

None of the Company’s cash equivalents, including term deposits (i.e., certificates of deposit) with banks, were past due
or impaired as at 31 March 2019. The Company’s credit period for trade receivables payable by its customers generally
ranges from 20 - 180 days.

The ageing of trade receivables is given below:

Particulars As at As at
31 March 2019 31 March 2018
Neither past due nor impaired 30,349 35,390
Past due but not impaired
Less than 365 days 7,019 6,817
More than 365 days 389 3,943
Total 37,757 46,150
Less: Allowance for credit losses 467) (3,943)
Net trade receivables 37,290 42,207

Refer note 2.4 B of these financial statements for the activity in the allowance for credit losses.

Loans and advances

Loans and advances are predominantly given to subsidiaries for the purpose of working capital and other business
requirements.

Refer note 2.4 C of these financial statements for the activity in the allowance for doubtful advances.

Other than trade receivables and loans and advances, the Company has no significant class of financial assets that is past
due but not impaired.

c. Liquidity risk

Liquidity risk is the risk that the Company will not be able to meet its financial obligations as they become due. The
Company manages its liquidity risk by ensuring, as far as possible, that it will always have sufficient liquidity to meet
its liabilities when due, under both normal and stressed conditions, without incurring unacceptable losses or risk to the
Company’s reputation,

As at 31 March 2019 and 31 March 2018, the Company had uncommitted lines of credit from banks of ¥ 33,327 and
T 14,209 respectively.

at 31 March 2019, the Company had working capital of ¥ 58,539, including cash and cash equivalents of ¥ 1,132,
in term deposits with banks (i.e., deposits having original maturities of more than 3 months) of ¥ 513,

in bonds of ¥ 5,272, investment in commercial paper of ¥ 459 and investments measured at fair value
profit and loss (“FVTPL”) of ¥ 14,900.

DR. REDDY’S LABORATORIES LIMITED



Dr. Reddy’s Laboratories Limited

(All amounts in Indian rupees millions, except share data and where otherwise stated)
Note 2 Notes to financial statements (continued)

2.29 Financial risk management (continued)

As at 31 March 2018, the Company had working capital of ¥ 43,186, including cash and cash equivalents of ¥ 1,207,
investments in bonds of ¥ 3,279, investment in commercial paper of ¥ 232 and investments measured at fair value
through profit and loss (“FVTPL”) of ¥ 13,317.

The table below provides details regarding the contractual maturities of significant financial liabilities (other than long-
term loans, borrowings and obligations under finance leases, which have been disclosed in note 2.8 A to these financial
statements) as at 31 March 2019:

Particulars 2020 2021 2022 2023 Thereafter Total
Trade payables 10,316 10,316
Short-term borrowings 5,463 5,463
Other financial liabilities 10,160 10,160
Derivative instruments — liabilities 45 45

The table below provides details regarding the contractual maturities of significant financial liabilities (other than long-
term loans, borrowings and obligations under finance leases, which have been disclosed in note 2.8 A to these financial
statements) as at 31 March 2018:

Particulars 2019 2020 2021 2022 Thereafter Total
Trade payables 10,610 10,610
Short-term borrowings 21,008 21,008
Other financial liabilities 11,386 11,386
Derivative instruments — liabilities 85 85

2.30 Contingent liabilities and commitments
A. Contingent liabilities (claims against the Company not acknowledged as debts) -

The Company is involved in disputes, lawsuits, claims, governmental and/or regulatory inspections, inquiries,
investigations and proceedings, including patent and commercial matters that arise from time to time in the ordinary
course of business. The more significant matters are discussed below. Most of the claims involve complex issues. Often,
these issues are subject to uncertainties and therefore the probability of a loss, if any, being sustained and an estimate of
the amount of any loss is difficult to ascertain. Consequently, for a majority of these claims, it is not possible to make a
reasonable estimate of the expected financial effect, if any, that will result from ultimate resolution of the proceedings.
This is due to a number of factors, including: the stage of the proceedings (in many cases trial dates have not been set)
and the overall length and extent of pre-trial discovery; the entitlement of the parties to an action to appeal a decision;
clarity as to theories of liability; damages and governing law; uncertainties in timing of litigation; and the possible need
for further legal proceedings to establish the appropriate amount of damages, if any. In these cases, the Company
discloses information with respect to the nature and facts of the case. The Company also believes that disclosure of the
amount sought by plaintiffs, if that is known, would not be meaningful with respect to those legal proceedings.

Although there can be no assurance regarding the outcome of any of the legal proceedings or investigations referred to
in this note, the Company does not expect them to have a materially adverse effect on its financial position, as it believes
that the likelihood of loss in excess of amounts accrued (if any) is not probable. However, if one or more of such
proceedings were to result in judgements against the Company, such judgements could be material to its results of
operations in a given period.
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Note 2 Notes to financial statements (continued)

2.30 Contingent liabilities and commitments (continued)
(i) Product and patent related matters
Matters relating to National Pharmaceutical Pricing Authority

Norfloxacin, India litigation

The Company manufactures and distributes Norfloxacin, a formulations product, and in limited quantities, the active
pharmaceutical ingredient norfloxacin. Under the Drugs Prices Control Order (the “DPCO”), the National
Pharmaceutical Pricing Authority (the “NPPA”) established by the Government of India had the authority to designate
a pharmaceutical product as a “specified product” and fix the maximum selling price for such product. In 1995, the
NPPA issued a notification and designated Norfloxacin as a “specified product” and fixed the maximum selling price.
In 1996, the Company filed a statutory Form III before the NPPA for the upward revision of the maximum selling price
and a writ petition in the Andhra Pradesh High Court (the “High Court”) challenging the validity of the designation on
the grounds that the applicable rules of the DPCO were not complied with while fixing the maximum selling price. The
High Court had previously granted an interim order in favour of the Company; however it subsequently dismissed the
case in April 2004.

The Company filed a review petition in the High Court in April 2004 which was also dismissed by the High Court in
October 2004. Subsequently, the Company appealed to the Supreme Court of India, New Delhi (the “Supreme Court™)
by filing a Special Leave Petition.

During the year ended 31 March 2006, the Company received a notice from the NPPA demanding the recovery of the
price charged by the Company for sales of Norfloxacin in excess of the maximum selling price fixed by the NPPA,
which was ¥ 285 including interest.

The Company filed a writ petition in the High Court challenging this demand order. The High Court admitted the writ
petition and granted an interim order, directing the Company to deposit 50% of the principal amount claimed by the
NPPA, which was ¥ 77. The Company deposited this amount with the NPPA in November 2005. In February 2008, the
High Court directed the Company to deposit an additional amount of ¥ 30, which was deposited by the Company in
March 2008. In November 2010, the High Court allowed the Company’s application to include additional legal grounds
that the Company believed strengthened its defense against the demand. For example, the Company added as grounds
that trade margins should not be included in the computation of amounts overcharged, and that it was necessary for the
NPPA to set the active pharmaceutical ingredient price before the process of determining the ceiling on the formulation
price. In October 2013, the Company filed an additional writ petition before the Supreme Court challenging the inclusion
of Norfloxacin as a “specified product” under the DPCO. In January 2015, the NPPA filed a counter affidavit stating
that the inclusion of Norfloxacin was based upon the recommendation of a committee consisting of experts in the field.
On 20 July 2016, the Supreme Court remanded the matters concerning the inclusion of Notrfloxacin as a “specified
product” under the DPCO back to the High Court for further proceedings. During the three months ended
30 September 2016, the Supreme Court dismissed the Special Leave Petition pertaining to the fixing of prices for
Norfloxacin formulations.

During the three months ended 31 December 2016, a writ petition pertaining to Norfloxacin was filed by the Company
with the Delhi High Court. The matter is adjourned to 11 September 2019 for hearing.

Based on its best estimate, the Company has recorded a provision for potential liability for sale proceeds in excess of
the notified selling prices, including the interest thereon, and believes that the likelihood of any further liability that may
arise on account of penalties pursuant to this litigation is not probable.

Litigation relating to Cardiovascular and Anti-diabetic formulations

In July 2014, the NPPA, pursuant to the guidelines issued in May 2014 and the powers granted by the Government of
India under the Drugs (Price Control) Order, 2013, issued certain notifications regulating the prices for 108 formulations
in the cardiovascular and anti-diabetic therapeutic areas. The Indian Pharmaceutical Alliance (“IPA”), in which the
Company is a member, filed a writ petition in the Bombay High Court challenging the notifications issued by the NPPA
on the grounds that they were ultra vires, ex facie and ab initio void. The Bombay High Court issued an order to stay the
writ in July 2014. On 26 September 2016, the Bombay High Court dismissed the writ petition filed by the IPA and
upheld the validity of the notifications/orders passed by the NPPA in July 2014. Further, on 25 October 2016, the IPA
filed a Special Leave Petition with the Supreme Court, which was dismissed by the Court.

<
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Note 2 Notes to financial statements (continued)

230 Contingent liabilities and commitments (continued)

During the three months ended 31 December 2016, the NPPA issued show-cause notices relating to allegations that the
Company exceeded the notified maximum prices for 11 of its products. The Company has responded to these notices.

On 20 March 2017, the IPA filed an application before the Bombay High Court for the recall of the judgement of the
Bombay High Court dated 26 September 2016. This recall application filed by the IPA was dismissed by the Bombay
High Court on 4 October 2017. Further, on 13 December 2017, the IPA filed a Special Leave Petition, with the Supreme
Court for the recall of the judgement of the Bombay High Court dated 4 October 2017, which was dismissed by Supreme
Court on 10 January 2018.

During the three months ended 31 March 2017, the NPPA issued notices to the Company demanding payments relating
to the foregoing products for the allegedly overcharged amounts, along with interest. On 13 July 2017, in response to a
writ petition which the Company had filed, the Delhi High Court set aside all the demand notices of the NPPA and
directed the NPPA to provide a personal hearing to the Company and pass a speaking order. A personal hearing in this
regard was held on 21 July 2017. On 27 July 2017, the NPPA passed a speaking order along with the demand notice
directing the Company to pay an amount of ¥ 776. On 3 August 2017, the Company filed a writ petition challenging the
speaking order and the demand notice.

Upon hearing the matter on 8 August 2017, the Delhi High Court stayed the operation of the demand order and directed
the Company to deposit ¥ 100 and furnish a bank guarantee for ¥ 676. Pursuant to the order, the Company deposited
¥ 100 on 13 September 2017 and submitted a bank guarantee of ¥ 676 dated 15 September 2017 to the Registrar General,
Dethi High Court. On 22 November 2017, the Delhi High Court directed the Union of India to file a final counter
affidavit within six weeks, subsequent to which the Company could file a rejoinder. On 10 May 2018, the counter
aftidavit was filed by the Union of India. The Company subsequently filed a rejoinder and both were taken on record by
the Delhi High Court. The matter has been adjourned to 22 July 2019 for hearing.

Based on its best estimate, the Company has recorded a provision of ¥ 342 under “selling and other expenses” as a
potential liability for sale proceeds in excess of the notified selling prices, including the interest thereon, and believes
that the likelihood of any further liability that may arise on account of penalties pursuant to this litigation is not probable.

However, if the Company is unsuccessful in such litigation, it will be required to remit the sale proceeds in excess of the
notified selling prices to the Government of India with interest and could potentially include penalties, which amounts
are not readily ascertainable.

Class Action and Other Civil Litigation on Pricing/Reimbursement Matters

On 30 December 2015 and on 4 February 2016, respectively, a class action complaint (the “First Pricing Complaint™)
and another complaint (not a class action) (the “Second Pricing Complaint”) were filed against the Company and
eighteen other pharmaceutical defendants in State Court in the Commonwealth of Pennsylvania. In these actions, the
class action plaintiffs allege that the Company and other defendants, individually or in some cases in concert with one
another, have engaged in pricing and price reporting practices in violation of various Pennsylvania state laws. More
specifically, the plaintiffs allege that: (1) the Company provided false and misleading pricing information to third party
drug compendia companies for the Company’s generic drugs, and such information was relied upon by private third
party payers that reimbursed for drugs sold by the Company in the United States, and (2) the Company acted in concert
with certain other defendants to unfairly raise the prices of generic divalproex sodium ER (bottle of 80, 500 mg tablets
ER 24H) and generic pravastatin sodium (bottle of 500, 10 mg tablets).

The First Pricing Complaint was removed to the U.S. District Court for the Eastern District of Pennsylvania (the
“E.D.P.A. Federal Court”) and, pending the outcome of the First Pricing Complaint, the Second Pricing Complaint was
stayed. On 25 September 2017, the E.D.P.A. Federal Court dismissed all the claims of the plaintiffs in the First Pricing
Complaint and denied leave to amend such complaint as futile. Subsequent to this decision, the plaintiffs right to appeal
the dismissal of the First Pricing Complaint expired.

Further, on 17 November 2016, certain class action complaints were filed against the Company and a number of other
pharmaceutical companies as defendants in the E.D.P.A Federal Court. Subsequently, these complaints were
consolidated into one amended complaint as part of a multi-district, multi-product litigation pending with the E.D.P.A.
Federal Court. These complaints allege that the Company and the other named defendants have engaged in a conspiracy
to fix prices and to allocate bids and customers in the sale of pravastatin sodium tablets and divalproex sodium extended-
release tablets in the United States.

In March 2017, plaintiffs agreed by stipulation to dismiss Dr. Reddy’s Laboratories Inc. and Dr. Reddy’s Laboratories
Limited from the actions related to pravastatin sodium tablets without prejudice. The any wrong doing
and intends to vigorously defend against these allegations ~
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Note 2 Notes to financial statements (continued)

2.30  Contingent liabilities and commitments (continued)

In response to the consolidated new complaint, the Company filed a motion to dismiss in October 2017. The plaintiffs
filed opposition to the motion to dismiss in December 2017 and a reply was filed by the Company in January 2018. In
October 2018, the Court denied the motion to dismiss on the grounds that the allegations pled leave open the possibility
of conspiracy. Therefore, discovery will proceed to look into this possibility.

The Company belicves that the asserted claims are without merit and intends to vigorously defend itself against the
allegations. Also any liability that may arise on account of these claims is unascertainable. Accordingly, no provision
was made in the financial statements of the Company.

(ii) Civil litigation with Mezzion

On 13 January 2017, Mezzion Pharma Co. Ltd. and Mezzion International LLC (collectively, “Mezzion”) filed a
complaint in the New Jersey Superior Court against the Company and its wholly owned subsidiary in the United States.
The complaint pertains to the production and supply of the active pharmaceutical ingredient (“API”) for udenafil (a
patented compound) and an udenafil finished dosage product during a period from calendar years 2007 to 2015. Mezzion
alleges that the Company failed to comply with the U.S. FDA’s current Good Manufacturing Practices (“cGMP”) at the
time of manufacture of the API and finished dosage forms of udenafil and, consequently, that this resulted in a delay in
the filing of a NDA for the product by Mezzion. In this regard, the Company filed a motion to dismiss Mezzion’s
complaint on the technical grounds that the Court lacks jurisdiction over the Company. In January 2018, the Court denied
the Company’s motion to dismiss the complaint on the jurisdictional matter. The Company’s interlocutory appeal of the
said denial, was also denied. :

The Commercial Court, Hyderabad has accepted the request of the Company to withdraw the suit, in view of the Court
granting the Company’s motion of Dr. Reddy’s to file a Counterclaim iri U.S. Action.

The Company denies any wrongdoing or liability in this regard, and intends to vigorously defend against the claims
asserted in Mezzion’s complaint. Any liability that may arisc on account of this claim is unascertainuble. Accordingly,
no provision was made in the financial statements of the Company.

(iii) Securities Class Action Litigation

On 25 August 2017, a securities class action lawsuit was filed against the Company, its Chief Executive Officer, and its
Chief Financial Officer in the United States District Court for the District of New Jersey. The Company’s Co-Chairman,
its Chief Operating Officer, and Dr. Reddy’s Laboratories, Inc., were also subsequently named as defendants in the case.
The operative complaint alleges that the Company made false or misleading statements or omissions in its public filings,
in violation of U.S. federal securities laws, and that the Company’s share price dropped and its investors were affected.
On 9 May 2018, the Company and other defendants filed a motion to dismiss the complaint in the United States District
Court for the District of New Jersey.

On 25 June 2018, the plaintiffs filed an opposition to the motion to dismiss and, on 25 July 2018, a further reply in
support of the motion to dismiss was filed by the Company. In August 2018, oral argument on the motion to dismiss
was heard by the Court.

On 21 March 2019, the District Court issued its decision granting in part and denying in part the motion to dismiss.
Pursuant to that decision, the Court dismissed the plaintiff’s claims with respect to seventeen out of the twenty two
alleged misstatements and omissions.

The Company believes that the asserted claims are without merit and intends to vigorously defend itself against the
allegations. Any liability that may arise on account of this claim is unascertainable. Accordingly, no provision was made
in the financial statements of the Company.

(iv) Glenmark Litigation

In November 2017, the Company received a letter from Glenmark Farmaceutica Ltda and Glenmark Pharmaceuticals
Limited (collectively “Glenmark”), for invocation of arbitration under a distribution agreement and a deed of assignment
relating to a product between the Company and Glenmark. Glenmark alleged that the non-supply of the product by the
Company severely affected the value of the intellectual Property and goodwill and asserted claims to recover the loss
along with interest and penalties from the Company.

In March 2018, an arbitrator was appointed by the Supreme Court of India at Glenmark’s request. In July 2018,
Glenmark filed a claim statement against the Company and in September 2018, the Company filed a reply against the
claim along with a counter claim.
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(All amounts in Indian rupees millions, except share data and where otherwise stated)

Note 2 Notes to financial statements (continued)

2.30 Contingent liabilities and commitments (continued)

Glenmark filed a reply to the counter claim of the Company in November 2018 and the issues were finalised, inspection
of documents along with the filing of the statement of Admissions and Denials was completed in December 2018. The
Company was asked to submit the list of witnesses by 5 March 2019.

Affidavits in chief examination were filed by witnesses of the Company and Glenmark. The cross examination of the
witnesses of Glenmark commenced and is anticipated to continue until July 2019.

The Company believes that the asserted claims are without merit and intends to vigorously defend itself against the
allegations. Any liability that may arise on account of these claims is unascertainable. No provision was made in the
financial statements of the Company.

(v) Environmental matters
Land pollution

The Indian Council for Environmental Legal Action filed a writ in 1989 under Article 32 of the Constitution of India
against the Union of India and others in the Supreme Court of India for the safety of people living in the Patancheru and
Bollarum areas of Medak district of the then existing undivided state of Andhra Pradesh. The Company has been named
in the list of polluting industries. In 1996, the Andhra Pradesh District Judge proposed that the polluting industries
compensate farmers in the Patancheru, Bollarum and Jeedimetla areas for discharging effluents which damaged the
farmers’ agricultural land. The compensation was fixed at T 0.0013 per acre for dry land and ¥ 0.0017 per acre for wet
land. Accordingly, the Company has paid a total compensation of ¥ 3. The Andhra Pradesh High Court disposed of the
writ petition on 12 February 2013 and transferred the case to the National Green Tribunal (“NGT”), Chennai, India. The
interim orders passed in the writ petitions will continue until the matter is decided by the NGT. The NGT has, through
its order dated 30 October 2015, constituted a Fact Finding Committee. The NGT has also permitted the alleged polluting
industries to appoint a person on their behalf in the Fact Finding Committee. However, the Company along with the
allcged polluting industrics has challenged the constitution and composition of the Fact Finding Committee. The NGT
has directed that until all the applications challenging the constitution and composition of the Fact Finding Committee
are disposed of, the Fact Finding Committee shall not commence its operation.

The NGT, Chennai in a judgement dated 24 October 2017, disposed of the matter. The Bulk Drug Manufacturers
Association of India (‘BDMATI”), in which the Company is a member, subsequently filed a review petition against the
judgement on various aspects.

The NGT, Delhi, in a judgement dated 16 November 2017, in another case in which the Company is not a party, stated
that the moratorium imposed in the Patancheru and Bollaram areas shall continue until the Ministry of Environment,
Forest and Climate Change passes an order keeping in view the needs of the environment and public health. The
Company filed an appeal challenging this judgement.

The High Court of Hyderabad heard the Company’s appeal challenging this judgement in July 2018 and directed the
respondents to file their response within a period of four weeks. During the three months ended 30 September 2018, the
respondents filed counter affidavits and the matter has now been adjourned for final hearing.

The appeal came up for hearing before the High Court of Hyderabad on 25 October 2018 and has been adjourned for
further hearing.

On 24 April 2019, based upon the judgement of the NGT, Chennai dated 24 October 2017, the Government of Telangana
has issued GO.Ms. No 24 of 2019 that allows for expansion of production of all kinds of existing industrial units located
within the stretch of Patancheru — Bollaram upon depositing an amount equivalent to 1% of the annual turnover of the
respective unit for the concluded financial year i.e., 31 March 2019. Accordingly, the Company made a provision of
T 29, representing the probable cost of expansion, during the year ended 31 March 2019.

The Company believes that any additional liability that might arise in this regard is not probable. Accordingly, no
provision relating to these claims has been made in the financial statements.

Water pollution and air pollution

During the year ended 31 March 2012, the Company, along with 14 other companies, received a notice from the Andhra
Pradesh Pollution Control Board (the “APP Control Board”) to show cause as to why action should not be initiated
against them for violations under the Indian Water Pollution Act and the Indian Air Pollution Act. Furthermore, the APP
o, ASS Board issued orders to the Company to (i) stop production of all new products at the Company’s manufacturing
in Hyderabad, India without obtaining a “Consent for Establishment”, (ii) cease manufacturing products at such
in excess of certain quantities specified by the APP Control Board and (iii) furnish a bank guarantee to assure
with the APP Control Board’s orders.
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Note 2 Notes to financial statements (continued)

2.30 Contingent liabilities and commitments (continued)

The Company appealed the APP Control Board orders to the Andhra Pradesh Pollution Appellate Board (the “APP
Appellate Board”). The APP Appellate Board, on the basis of a report of a fact-finding advisory committee,
recommended to the Andhra Pradesh Government to allow expansion of units fully equipped with Zero-Liquid
Discharge (“ZLD”) facilities and otherwise found no fault with the Company (on certain conditions).

The APP Appellate Board’s decision was challenged by one of the petitioners in the National Green Tribunal and the
matter is currently pending before it.

The challenge to the APP Appellate Board’s decision is transferred to the NGT, Delhi for a final hearing, the date for
which has not yet been notified. No provision relating to these claims has been made in the financial statements.

Separately, the Andhra Pradesh Government, following recommendations of the APP Appellate Board, published a
notification in July 2013 that allowed expansion of production of all types of existing bulk drug and bulk drug
intermediate manufacturing units subject to the installation of ZLD facilities and the outcome of cases pending in the
National Green Tribunal. Importantly, the notification directed pollution load of industrial units to be assessed at the
point of discharge (if any) as opposed to point of generation.

In September 2013, the Ministry of Environment and Forests, based on the revised Comprehensive Environment
Pollution Index, issued a notification that re-imposed a moratorium on expansion of industries in certain areas where
some of the Company’s manufacturing facilities are located. This notification overrides the Andhra Pradesh
Government’s notification that conditionally permitted expansion.

(vi) Indirect taxes related matters
Distribution of input service tax credits

The Central Excise Authorities have issued various demand notices to the Company objecting to the Company’s
methodology of distributing input service tax credits claimed for one of the Company’s facilities. The below table shows
the details of each such demand notice, the amount demanded and the current status of the Company’s responsive actions.

Status
The Company has filed an appeal before the

Period covered under the notice Amount demanded

196

March 2008 to September 2009

October 2009 to March 2011
April 2011 to March 2012
April 2012 to March 2013
April 2013 to March 2014
April 2014 to March 2015
April 2015 to March 2016

April 2016 to June 2017

¥ 102 plus penalties of T 102
and interest

] 125 plus penalties of T 100

and interest

¥ 51 plus penalties of ¥ 5 and
mterest

T 54 plus penalties of T 5 and
interest

T 69 plus penalties of T 6 and
interest

¥ 108 plus penalties of ¥ 11 and
interest

¥ 157 plus interest and penalties

¥ 307 plus interest and penalties

CESTAT

The Company has filed an appeal before the
CESTAT

The Company has filed an appeal before the
CESTAT

The Company has filed an appeal before the
CESTAT

The Company has filed an appeal before the
CESTAT

The Company has filed an appeal before the
CESTAT

The Company has submitted reply hearing
awaited

The Company is in the process of responding
to the notice

The Company believes that the likelihood of any liability that may arise on account of the allegedly inappropriate
distribution of input service tax credits is not probable. Accordingly, no provision relating to these claims has been made
in these financial statements as of 31 March 2019.
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(All amounts in Indian rupees millions, except share data and where otherwise stated)
Note 2 Notes to financial statements (continued)

2.30 Contingent liabilities and commitments (continued)
Value Added Tax ("VAT") matter

The Company has received various demand notices from the Government of Telangana’s Commercial Taxes Department
objecting to the Company’s methodology of calculation of VAT input credit. The below table shows the details of each
of such demand notice, the amount demanded and the current status of the Company’s responsive actions.

Period covered under the notice Amount demanded Status

The State VAT Appellate Tribunal has
remanded the matter to the assessing
authority to re-compute the eligibility and
penalty orders are set-aside

April 2006 to March 2009 T 66 plus 10% penalty

The Company has filed an appeal before the
Sales Tax Appellate Tribunal. The matter
April 2009 to March 2011 T 59 plus 10% penalty was remanded to the original adjudicating
authority with a direction to re-calculate the
eligibility for the year ended 31 March 2010.

April 2011 to March 2013 The Appellate Deputy Commissioner issued
% 16 plus 10% penalty an order partially in favour of the Company

The Company has recorded a provision of ¥ 51 as of 31 March 2019, and believes that the likelihood of any further
liability that may arise on account of the allegedly inappropriate claims to VAT credits is not probable.

Others

Additionally, the Company is in receipt of various demand notices from the Indian Sales and Service Tax authorities.
The disputed amount is ¥ 297. The Company has responded to such demand notices and believes that the chances of any
liability arising from such notices are less than probable. Accordingly, no provision is made in these financial statements
as of 31 March 2019.

(vii) Fuel Surcharge Adjustments

The Andhra Pradesh Electricity Regulatory Commission (the “APERC”) passed various orders approving the levy of
Fuel Surcharge Adjustment (“FSA”) charges for the period from 1 April 2008 to 31 March 2013 by power distribution
companies from all the consumers of electricity in the then existing undivided state of Andhra Pradesh, India where the
Company’s headquarters and principal manufacturing facilities are located. Separate writ petitions filed by the Company
for various periods, challenging and questioning the validity and legality of this levy of FSA charges by the APERC, are
pending before the High Court of Andhra Pradesh and the Supreme Court of India.

The total amount approved by APERC for collection by the power distribution companies from the Company in respect
of FSA charges for the period from 1 April 2008 to 31 March 2013 is ¥ 482, After taking into account all of the available
information and legal provisions, the Company has recorded ¥ 219 as the potential liability towards FSA charges.
However, the Company has paid, under protest, an amount of ¥ 354 as demanded by the power distribution companies
as part of monthly electricity bills. The Company remains exposed to additional financial liability should the orders
passed by the APERC be upheld by the Courts.

During the three months ended 30 June 2016, the Supreme Court of India dismissed the Special Leave Petition filed by
the Company in this regard for the period from 1 April 2012 to 31 March 2013. As a result, for the quarter ended
30 June 2016, the Company recognised an expenditure of ¥ 55 (by de-recognising the payments under protest)
representing the FSA charges for the period from 1 April 2012 to 31 March 2013.

(viii) Direct taxes related matters

The Company is contesting various disallowances by the Indian Income Tax authorities. The associated tax impact is
¥ 2,008. The Company believes that the chances of an unfavourable outcome in each of such disallowances are less than
probable and, accordingly, no provision is made in these financial statements as of 31 March 2019.

The Company believes that possibility of any liability that may arise on account of this litigation is not probable.

Accordingly, no provision has been made in these financial statements as of 31 March % ASS
)
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(All amounts in Indian rupees millions, except share data and where otherwise stated)

Note 2 Notes to financial statements (continued)

230 Contingent liabilities and commitments (continued)
(ix) Others

On 28 February 2019, the Supreme Court of India issued a judgement which provided further guidance for companies
in determining which components of their employees’ compensation are subject to statutory withholding obligations,
and matching employer contribution obligations, for Provident Fund contributions under Indian law. There are numerous
interpretative issues relating to this judgement. However, the Company has made a provision on a prospective basis from
the date of the Supreme Court’s judgement. The Company will evaluate the same and update its provision, if any on
receiving further clarity on the subject.

Additionally, the Company is involved in other disputes, lawsuits, claims, governmental and/or regulatory inspections,
inquiries, investigations and proceedings, including patent and commercial matters that arise from time to time in the
ordinary course of business. Except as discussed above, the Company does not believe that there are any such contingent
liabilities that are expected to have any material adverse effect on its financial statements.

B. Commitments:

Particulars As at As at

31 March 2019 31 March 2018
Estimated amounts of contracts remaining to be executed on capital
. 2,423 3,477
account and not provided for (net of advances)

2.31 Dividend remittance in foreign currency

The Company does not make any direct remittances of dividends in foreign currencies to American Depository Receipts
(ADRs) holders. The Company remits the equivalent of the dividends payable to the ADR holders in Indian Rupees to
the custodian, which is the registered shareholder on record for all owners of the Company’s ADRs. The custodian
purchases the [oreign currencies and remits it to the depository bank which inturn remits the dividends to the ADR
holders.

2.32 Segment reporting

In accordance with Ind AS 108, Operating Segments, segment information has been given in the consolidated financial
statements of Dr. Reddy’s Laboratories Limited and therefore no separate disclosure on segment information is given
in these financial statements.

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

The Company received a warning letter dated 5 November 2015 from the U.S. FDA relating to current Good
Manufacturing Practices (“cGMPs”) deviations at its active pharmaceutical ingredient (“API”’) manufacturing facilities
at Srikakulam, Andhra Pradesh and Miryalaguda, Telangana, as well as violations at its oncology formulation
manufacturing facility at Duvvada, Visakhapatnam, Andhra Pradesh. The contents of the warning letter emanated from
Form 483 observations that followed inspections of these sites by the U.S. FDA in November 2014, January 2015 and

February-March 2015
&AS
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(All amounts in Indian rupees millions, except share data and where otherwise stated)

Note 2 Notes to financial statements (continued)

2.33 Receipt of warning letter from the U.S. FDA (continued)

Tabulated below are the further updates with respect to the aforementioned sites:

Month and year

February, March
and April 2017
June 2017
November 2017
February 2018
June 2018
October 2018
November 2018

February 2019

Update
The U.S. FDA completed the re-inspection of the aforementioned manufacturing facilities.
During the re-inspections, the U.S. FDA issued three observations with respect to the API
manufacturing facility at Miryalaguda, two observations with respect to the API manufacturing
facility at Srikakulam and thirteen observations with respect to the Company’s oncology
formulation manufacturing facility at Duvvada.
The U.S. FDA issued an Establishment Inspection Report (“EIR”) which indicated that the
inspection of the Company’s API manufacturing facility at Miryalaguda was successfully closed.
The Company received EIRs from the U.S. FDA for the oncology manufacturing facility at
Duvvada which indicated that the inspection status of this facility remains unchanged
The Company received EIRs from the U.S.FDA for API manufacturing facility at Srikakulam
which indicated that the inspection status of this facility remains unchanged.
The Company requested the U.S. FDA to schedule a re-inspection of the oncology formulation
manufacturing facility at Duvvada.
The re-inspection was completed for the oncology formulation manufacturing facility at Duvvada
and the U.S. FDA issued a Form 483 with eight observations.
The Company responded to the observations identified by the U.S. FDA for the oncology
formulation manufacturing facility at Duvvada in October 2018
The U.S. FDA issued an EIR indicating successful closure of the audit of the oncology
formulation manufacturing facility at Duvvada.

With respect to the APT manufacturing facility at Srikakulam, subsequent to the receipt of EIR in February, the Company
was asked, in October 2018, to carry out certain detailed investigations and analyses and the Company submitted the
results of the investigations and analyses. As part of the review of the response by the U.S. FDA, certain additional
follow on queries have been received by the Company. The Company responded to all queries in January 2019 to the
U.S. FDA. In February 2019, the Company received certain follow on questions from the U. S. FDA and the Company
responded in March 2019. Based on the discussion with U.S. FDA, a meeting would be conducted prior to re-inspection

of the site.

Inspection of other facilities:

Tabulated below are the details of the U.S. FDA inspections carried out during the financial year ended 31 March 2019:

Month and vear
June 2018

November 2018
January —April
2019

January 2019

January —April
2019

Unit Details of observations

API Srikakulam Plant (SEZ) No observations were noted. An EIR indicating the closure
of audit for this facility was issued by the U.S FDA in
August 2018.

Srikakulam Plant (SEZ) Unit II  No observations were noted. An EIR indicating the closure
of audit for this facility was issued by the U.S FDA in
February 2019.

Srikakulam Plant (SEZ) UnitI ~ Four observations were noted. The Company responded to
the observations and an EIR indicating the closure of audit
for this facility was issued by the U.S. FDA in April 2019.

API manufacturing Plant at One observation was noted. The Company responded to the

Miryalaguda, Nalgonda observation identified by the U.S. FDA, and awaiting to
receive the EIR from agency.

Formulations  manufacturing Eleven observations were noted. The Company responded

facility at Bachupally, to the observations in January 2019. In April 2019, based on

Hyderabad the Company’s responses and follow-up actions, the U.S.
FDA has determined the inspection classification of this
facility as Voluntary Action Initiated (“VAT")

2.34 Capital management

For the purposes of the Company’s capital management, capital includes issued capital and all other equity reserves.
The primary objective of the Company’s capital management is to maximise shareholder value. The Company manages
it’s capital structure and makes adjustments in the light of changes in economic environment and the requirements of

covenants. The Company monitors capital using gearing ratio, which is total debt divided by total capital

BA
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debt. The capital gearing ratio as on 31 March 2019 and 31 March 2018 was 8% and 18%, respectively
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Dr. Reddy’s Laboratories Limited

(All amounts in Indian rupees millions, except share data and where otherwise stated)
Note 2 Notes to financial statements (continued)
2.36 Subsequent events
The Company has entered into a settlement agreement with Celgene, pursuant to which the Company received a one-
time payment of US$ 50 million in settlement of any claim the Company or its affiliates may have had for damages

under section 8 of the Canadian Patented Medicines (Notice of Compliance) Regulations in regard to the Company’s
ANDS for a generic version of REVLIMID brand capsules, (Lenalidomide) pending before Health Canada.

As per our report of even date attached

for S.R. Batliboi & Associates LLP for and on behalf of the Board of Directors
Chartered Accountants of Dr. Reddy's Laboratories Limited
ICAI Firm registration number: 101049W/E300004

% AS m

K Reddy G V Prasad
Partner Chairman Co-Chairman &
Membership No.: 5 % Chief Executive Officer
0 4
Place: Hyderabad Saumen Chakraborty
Date: 17 May 2019 Chief Financial Officer Secretary
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Investments
Particulars

Associates

17877730 Equity Shares of Rs.S5/- fully paid up of DRL(along
with1713900 Equity Shares with Rs.80/- Premium Fully Paid up of
DRL including bonus issuc and purchase of Shares)

(41325300 Total Equity Shares)

Total

30-Sep-19
Aggregate amount of quoted investments Rs. 7692568390
Market Value thereof Rs, 111671291925/-

2018-19

Aggregate amount of quoted Investments Rs. 7692568390
Market Value thereof Rs. 114894665325/-

Notice of Shareholders Meeting

As at 30 September 2019

Quoted

7,69,25,68,390

7,69,25,68,390

Total

As at 31 March 2019

Quoted

¢ 7,69,25,68,390  7,69,25,68,390

¢

7.69.25.68.390

7.69.25,68.390

Total

0 7,69,25,68,390

0 7.69,25,68,390
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2.2: Current Investments

Particulars

Current Investments (Valued at cost and fair Value, Unless
Stated Otherwise) Quoted Mutual Funds

4494.372 Units of ICICI Prudential Liquid Plan Growth
634022.630 units of L&T Arbitrage Opportunities Fund
24247536.872 Units of Jm Liquid Fund

2.3: Cash and Cash
Particulars

Cash on hand

Bank balances
In current Accounts
In Fixed Deposits

2.4: Short-Term Loans and Advances

Particulars

Prepaid Expenses
Advances
Advance Tax

As at
30 Sentember 2019

65,54,525
25,29,06,659
25,94,61,184

As at

30 Sentember 2019
361

18,25,255

18,25,616

As at
30 September 2019
11250
18000
1160
30,410

DR. REDDY’S LABORATORIES LIMITED

As at
31 March 2019

12,37,834

65,29,165

25,25,38,681
26,03,05,680

As at
31 March 2019
607

15,64,889

15,635,496

As at
31 March 2019
6250
30000
1160
37,410



DR.REDDY'S HOLDINGS LIMITED

Note 2 :Notes to Accounts

Particulars Asat As at
30 Sentember 2019 31 March 2019
Authorised
2500000 equity shares of Rs.100/- each 25,00,00,000 25,00,00,00C
25.00.00.000 25.00.00.00C
vote

Issued, Subscribed and Pald up

804080 equity shares of Rs.100/-- each 8,04,08,000 8,04,08,000
R.04.08.000 8.04.08.000

(a) Reconciliation of the shares outstanding at the beginning and at

of shares at the
during the period

(b) Terms/rights attached to shares
The holders of equity shares are entitled to one vote per share,
{ ¢) Details of sharcholders holding more than 5% shares in the

30 September 2019 31 March 2019
ding
No, of shares % holding in the
class No. of shares
r.K Satish ReddvIHIIF] 1074761 13.37 1074761 13.37
APS Trust 6682681 83.11 6682681 83.11
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2.7 : Other Current Liabilities
Particulars

Other Payables

2.8 : Short-Term Provisions
Particulars

Gratuity Payable

Audit fee payable
EL Payable

2.9 Other Income
Particulars

Profit on Redemption of MF (Short Term)

Dividends
Dividend Received On Mutual Funds
MTM Profit

2.10 Benefit
Particulars

Salaries and Wages
Contribution to provident fund
Other Benefits

2.11 Interest and Financial Cost
Particulars

Bank Charges

Particulars

Printing & Stationary
Travelling Expenses
General Expenses
Conveyance

DP STT &Transaction Charges
Professional Charges
Rates & Taxes

Staff Welfare expenses
Audit Fee- As Auditors
Telephone Expenses
Office Maintenance
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As at
30 September 2019

As at
30 September 2019
1,52,823
29,500
99,000

2,81.323

For the Period ended
30 September 2019

30,862

82,65,06,000
65,75,865
25.360
83,31,38,087

For the Period ended

30 September 2019
6,12,000
54,042
0

6.66.042

For the Period ended
30 Sentember 2019
1,298

1,298

For the Period ended
30 September 2019

36941

0

809338
117059
550150
5154178
674915
13536

0

0

48162
6675879

As at
31 March 2019
8,000
8,000

As at
31 March 2019
1,52,823
29,500
99,000

2,81,323

For the year ended
31 March 2019

27,04,563

82,16,70,000
88,47,434
78,529
83,33,00,526

For the year ended

31 March 2019
11,82,000
96,332
1,80,096

14.58.428

For the year ended
31 March 2019
3,717

3717

For the year ended

31 March 2019

20625
13536
127669
229450
488939
5510600
932760
28709
29500
8503
28666
74,18,957
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DR. REDDY’S HOLDINGS LIMITED

I. SIGNIFICANT ACCOUNTING POLICIES
1. Corporate Information

Dr Reddy’s Holdings Limited is Public Limited Company registered under the
Companies Act, 1956. It was incorporated on 12/07/1994, having its registered office
at 7-1-27, Ameerpet, Hyderabad — 500016. The Company is into the business of
Investments.

2. Basis of preparation

The financial statements are separate financial statements prepared in accordance with
Indian Accounting Standards (Ind AS) notified under the Companies (Indian
Accounting Standards) Rules, 2015 ( as amended from time to time). For all periods
up to and including the year ended March 31, 2016, the Company prepared its
financial statements in accordance with accounting standards notified under the
section 133 of the Companies Act 2013, read together with paragraph 7 of the
Companies (Accounts) Rules, 2014 (Indian GAAP).These financial statements have
been prepared and presented under the historical cost convention, on the accrual basis
of accounting except for certain financial assets and financial liabilities that are
measured at fair values at the end of each reporting period, as stated in the accounting
policies set out below. The accounting policies have been applied consistently over all
the periods presented in these financial statements.

3. Significant Accounting Policies:
(a) Revenue Recognition

Revenue is recognized to the extent that it is probable that the economic benefits will
flow to the Company and the revenue can be reliably measured, regardless of when
the payment is being made. Revenue is measured at the fair value of the consideration
received or receivable, taking into account contractually defined terms of payment and
excluding taxes or duties collected on behalf of the government. The Company has
concluded that it is the principle in all of its revenue arrangements since it is the
primary obligation in all the revenue arrangements as it has pricing latitude and is also
exposed to inventory and credit risks.

Interest Income

Interest Income, including income arising from other financial instruments, is recognize
using the effective interest rate method.
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(b) Property, Plant and Equipment

Property, plant and equipment are stated at cost of acquisition or construction net of
accumulated depreciation and impairment loss (if any). All significant costs relating to the
acquisition and installation of property, plant and equipment are capitalized. Such cost
includes the cost of replacing part of the property, plant and equipment and borrowing costs
for long-term construction projects if the recognition criteria are met. When significant parts
of plant and equipment are required to be replaced at intervals, the Company depreciates
them separately based on their specific useful lives. Likewise, when a major inspection is
performed, its cost is recognized in the carrying amount of the plant and equipment as a
replacement if the recognition criteria are satisfied. All other repair and maintenance costs
are recognized in statement of profit and loss as incurred. The present value of the expected
cost for the decommissioning of an asset after its use is included in the cost of the respective
asset if the recognition criteria for a provision are met.

Subsequent costs are included in the asset’s carrying amount or recognized as a separate
asset, as appropriate, only when it is probable that future economic benefits associated with
the item will flow to the Company and the cost of the item can be measured reliably. The
carrying amount of the replaced part is derecognized. The identified components are
depreciated over their useful lives, the remaining asset is depreciated over the life of the
principal asset.

Depreciation for identified components is computed on straight line method based on useful
lives, determined based on internal technical evaluation. Freehold land is carried at cost.

The residual values, useful lives and methods of depreciation of property, plant and
equipment are reviewed at each financial year end and adjusted prospectively, if appropriate.

(c) Intangible Assets

Intangible assets are recognized when it is probable that the future economic benefits that
are attributable to the asset will flow to the enterprise and the cost of the asset can be
measured reliably. The company amortizes Computer software using the straight-line
method over the period of 6 years.

(d) Depreciation and amortization

Depreciation is provided on the straight-line method over the useful lies are prescribed under
Part C of Schedule II of the Companies Act 2013. Depreciation for assets purchased/sold
during a period is proportionately charged.

(e) Current versus non-current classification

The Company presents assets and liabilities in the balance sheet based on
current/non-current classification. An asset is treated as current when it is:-
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Expected to be realized or intended to be sold or consumed in normal operating cycle;
Held primarily for the purpose of trading;

Expected to be realized within twelve months after the reporting period, or

Cash or cash equivalent unless restricted from being exchanged or used to settle a
Liability for at least twelve months after the reporting period.

1

All other assets are classified as non-current.

A liability is current when:

It is expected to be settled in normal operating cycle;

It is held primarily for the purpose of trading;

It is due to be settled within twelve months after the reporting period, or

There is no unconditional right to defer the settlement of the liability for at least
Twelve months after the reporting period.

The Company classifies all other liabilities as non-current.
(P) Financial assets:
Financial assets comprise of cash and cash equivalents.

Initial recognition:

All financial assets are recognized initially at fair value. Purchases or sales of financial asset
that require delivery of assets within a time frame established by regulation or convention in
the market place (regular way trades) are recognized on the trade date, i.e., the date that the
company commits to purchase or sell the assets.

Subsequent Measurement:

(i) Financial assets measured at amortized cost: Financial assets held within a business
model whose objective is to hold financial assets in order to collect contractual cash flows
and the contractual terms of the financial assets give rise on specified dates to cash flows that
are solely payments of principal and interest on the principal amount outstanding are

measured at amortized cost using effective interest rate (EIR) method. The EIR amortization
is recognized as finance income in the Statement of Profit and Loss.

The Company while applying above criteria has classified the following at amortized cost:
a) Trade receivable
b) Cash and cash equivalents
¢) Other Financial Asset

Impairment of Financial Assets:

Financial assets are tested for impairment based on the expected credit losses

De-recognition of financial assets:
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A financial asset is primarily de-recognized when the rights to receive cash flows from the
asset have expired or the Company has transferred its rights to receive cash flows from the
asset.

(g) Impairment of Non-Financial Assets

At each reporting date, the Company assesses whether there is any indication that an asset
may be impaired. Where an indicator of impairment exists, the company makes a formal
estimate of recoverable amount. Where the carrying amount of an asset exceeds its
recoverable amount the asset is considered impaired and is written down to its recoverable
amount.

Recoverable amount is the greater of fair value less costs to sell and value in in use. It is
determined for an individual assef, unless the asset does not generate cash inflows that are
largely independent of those from other assets or groups of assets, in which case, the
recoverable amount is determined for the cash generating unit to which the asset belongs.

In assessing value in use, the estimated future cash flows are discounted to their present value
using a pre-tax discount rate that reflects current market assessments of the time value of
money and the risks specific to the asset.

(h) Inventories

Cost of inventories have been computed to include all cost of purchases, cost of conversion
and other costs incurred in bringing the inventories to their present location and condition.

Raw materials/traded goods and components, stores and spares and loose tools are valued at
lower of cost and net realizable value.

Work-in-progress and finished goods are valued at lower of cost and not realizable value.
Cost includes direct materials and labour and a proportion of manufacturing overheads based
on normal operating capacity.

Cost of work-in-progress and finished good/Traded goods are determined on a weighted
average basis. Scrap is valued at net realizable value.

Net realizable value is the estimated selling price in the ordinary course of business, less
estimated costs of completion and estimated costs necessary to make the sale.

(i) Financial liabilities
Initial recognition and measurement:

All financial liabilities are recognized initially at fair value and transaction cost that is
attributable to the acquisition of the financial liabilities is also adjusted. These liabilities are
classified as amortized cost. A preference share that provides for mandatory redemption by
the issuer for a fixed or determinable amount at a fixed or determinable future date, or gives
the holder the right to require the issuer to redeem the instrument at or after a particular date
for a fixed or determinable amount, is a financial liability.
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Subsequent measurement:

These liabilities include are borrowings and deposits. Subsequent to initial recognition, these
liabilities are measured at amortized cost using the effective interest method. Amortized cost
is calculated by taking into account any discount or premium on acquisition and fees or costs
that are an integral part of the EIR. The EIR amortization is included as finance costs in the
statement of profit and loss. This category generally applies to borrowings.

De-recognition of financial liabilities:

A financial liability is de-recognized when the obligation under the liability is discharged or
cancelled or expires. When an existing financial liability is replaced by another from the
same lender on substantially different terms, or the terms of an existing liability are
substantially modified, such an exchange or modification is treated as the de-recognition of
the original liability and the recognition of a new liability. The difference in the respective
carrying amounts is recognized in the statement of profit or loss.

(k) Borrowing Costs

Borrowing costs directly attributable to the acquisition, construction or production of an asset
that necessarily takes a substantial period of time to get ready for its intended use or sale are
capitalized as part of the cost of the respective asset. All other borrowing cost are expensed
in the period they occur. Borrowing costs consist of interest, exchange differences arising
from foreign currency borrowings to the extent they are regarded as an adjustment to the
interest cost and other costs that an entity incurs in connection with the borrowing of funds.
Investment income earned on the temporary investment of specific borrowings pending their
expenditure on qualifying assets is deducted from the borrowing costs eligible for
capitalization.

() Employee Benefits
Employee benefits are charged to the Statement of profit and loss for the year.
Provident fund

Retirement benefits in the form of Provident Fund are defined contribution scheme and such
contributions are recognized, when the contributions to the respective funds are due. There
are no other obligation other than the contribution payable to the respective funds.

Gratuity

The Company has not created any gratuity fund. However adequate provisions have been
made in the accounts for gratuity liability. The benefit vests upon completion of five years of
continuous service and once vested it is payable to employees on retirement or on
termination of employment. In case of death while in service, the gratuity is payable
irrespective of vesting,

Compensated absences

Liability in respect of compensated absences becoming due or expected to be availed within
one year from the balance sheet date is recognized on the basis of undiscounted value of
estimated amount required to be paid or estimated value of benefit expected to be availed by
the employees.
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Short-term employee benefits

Expense in respect of other short term benefits is recognized on the basis of the amount paid
or payable for the period during which services are rendered by the employee.

(m) Income Taxes

Income tax expense is comprised of current and deferred taxes. Current and deferred tax is
recognized in net income Current income taxes for the current period, including any
adjustments to tax payable in respect of previous years, are recognized and measured at the
amount expected to be recovered from or payable to the taxation authorities based on the tax
rated that are enacted or substantively enacted by the end of the reporting period.

Deferred income tax

Deferred income tax assets and liabilities are recognized for temporary differences between
the financial statement carrying amounts of existing assets and liabilities and their respective
tax base using the tax rates that are expected to apply in the period in which the deferred tax
asset or liability is expected to settle, based on the laws that have been enacted or
substantively enacted by the end of reporting period. Deferred tax assets and liabilities are
not recognized if the temporary difference arises from goodwill or from the initial
recognition (other than in a business combination) of other assets and liabilities in a
transaction that affects neither the taxable income nor the accounting income.

Minimum Alternative Tax (MAT)

MAT credit is recognized as an asset only when and to the extent there is convincing
evidence that the company will pay normal income tax during the specified period. In the
year in which the MAT credit becomes eligible to be recognized as an asset in accordance
with the recommendation contained in Guidance Note issued by the Institute of Chartered
Accountants of India, the said asset is created by way of a credit to the statement of profit
and loss and shown as MAT Credit Entitlement. The company reviews the same at each
balance sheet date and writes down the carrying amount of MAT Credit Entitlement to the
effect that company will pay normal Income Tax during the specified period.

(n) Leases
As a lessee

Leases of property, plant and equipment where the company, as lessee, has substantially all
the risks and rewards of ownership are classified as finance leases. Finance leases are
capitalized at the lease’s inception at the fair value of the leased property or, if lower, the
present value of the minimum lease payments. The corresponding rental obligations, net of
finance charges, are included in borrowings or other financial liabilities as appropriate. Each
lease payment if allocated between the liability and finance cost. The finance cost is charged
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to the profit or loss over the lease period so as to produce a constant periodic rate of interest
on the remaining balance of the liability for each period.

Leases in which a significant portion of the risks and rewards of ownership are not
transferred to the company as lessee are classified as operating leases. Payments made under
operating leases (net of any incentives received from the lessor) are charged to profit or loss
on a straight-line basis over the period of the lease unless the payments are structured to
increase in line with expected general inflation to compensate for the lessor’s expected
inflationary cost increases.

As a lessor

Lease income from operating leases where the company is a lessor is recognized in income
on a straight-line basis over the lease term unless the receipts are structured to increase in line
with expected general inflation to compensate for the expected inflationary cost increases.
The respective leased assets are included in the balance sheet based on their nature.

Lease-hold land:

Leasehold land that normally has a finite economic life and title which is not expected to pass
to the lessee by the end of the lease term is treated as an operating lease. The payment made
on entering into or acquiring a lease hold land is accounted for as leasehold land use rights
(referred to as prepaid lease payments in Ind AS17 “Leases”) and is amortized over the lease
term in accordance with the pattern of benefits provided.

(o) Provisions, contingent assets and contingent liabilities

Provisions are recognized only when there is a present obligation, as a result of past events,
and when a reliable estimate of the amount of obligation can be made at the reporting date.
These estimates are reviewed at each reporting date and adjusted to reflect the current best
estimates. Provisions are discounted to their present values, where the time value of money
is material.

Contingent liability is disclosed for:

e DPossible obligations which will be confirmed only by future events not wholly within
the control of the Company or
Present obligation arising from past events where it is not probable that an outflow of
resources will be required to settle the obligation or a reliable estimate of the amount
of the obligation cannot be made.

Contingent assets are neither recognized nor disclosed. However, when realization of
income is virtually certain, related asset is recognized.
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(p) Fair value measurement

In determining the fair value of its financial instruments, the Company uses following
hierarchy and assumptions that are based on market conditions and risks existing at each
reporting date. Fair value hierarchy:

All assets and liabilities for which fair value is measured or disclosed in the financial
statements are categorized within the fair value hierarchy, described as follows, based on the
lowest level input that is significant to the fair value measurement as a whole:

» Level 1 — Quoted (unadjusted) market prices in active markets for identical assets or
liabilities

» Level 2 — Valuation techniques for which the lowest level input that is significant to
the fair value measurement if directly or indirectly observable

> Level 3 — Valuation techniques for which the lowest level input that is significant to
the fair value measurement is unobservable.

For assets and liabilities that are recognized in the financial statements on a recurring basis,
the Company determines whether transfers have occurred between levels in the hierarchy by
reassessing categorization (based on the lowest level input that is significant to the fair value
measurement as a whole) at the end of each reporting period.

(q) Earnings per share

Basic earnings per share are calculated by dividing the net profit or loss for the year
attributable to equity shareholders (after deducting preference dividends and attributable
taxes) by the weighted average number of equity shares outstanding during the year. The
weighted average number of equity shares outstanding during the year is adjusted for events
of bonus issue. For the purpose of calculating diluted earnings per share, the net profit or
loss for the year attributable to equity shareholders and the weighted average number of
shares outstanding during the year are adjusted for the effects of all dilutive potential equity
shares.

4. Significant accounting judgments, estimates and assumptions

The preparation of financial statements in conformity with the recognition and measurement
principles of Ind AS requires management to make judgments, estimates and assumptions
that affect the reported balances of revenues, expenses, assets and liabilities and the
accompanying disclosures, and disclosure of contingent liabilities. Uncertainty about these
assumptions and estimates could result in outcomes that require a material adjustment to the
carrying amount of assets or liabilities affected in future periods.

a) Judgments
In the process of applying the accounting policies, management has made the
following judgments, which have the most significant effect on the amounts

recognized in the financial statements:

i) Classification of property The Company determines whether a property is
classified as investment property or inventory property:
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Investment property comprises land and buildings (principally offices, commercial
warehouse and retail property) that are not occupied substantially for use by, or in the
operations of, the Company, nor for sale in the ordinary course of business, but are
held primarily to earn rental income and capital appreciation. These buildings are
substantially rented to tenants and not intended to be sold in the ordinary course of
business.

b) Estimates and assumptions

The key assumptions concerning the future and other key sources of estimation
uncertainty at the reporting date, that have a significant risk of causing a material
adjustment to the carrying amounts of assets and liabilities within the next financial
year, are described below. The Company based its assumptions and estimates on
parameters available when the financial statements were prepared.  Existing
circumstances and assumptions about future developments, however, may change due
to market changes or circumstances arising that are beyond the control of the
Company. Such changes are reflected in the assumptions when they occur.

1) Classification of leases —
The Company enters into leasing arrangements for various assets. The
classification of the leasing arrangement as a finance lease or operating lease
is based on an assessment of several factors, including, but not limited to,
transfer of ownership of leased asset at end of lease term, lessee’s option to
purchase and estimated certainty of exercise of such option, proportion of
lease term to the asset’s economic life, proportion of present value of
minimum lease payments to fair value of leased asset and extent of specialized
nature of the leased asset.

ii) Useful lives of depreciable/amortizable assets
Management  reviews its estimate of the wuseful lives of
depreciable/amortizable assets at each reporting date, based on the expected
utility of the assets. Uncertainties in these estimates relate to technical and
economic obsolescence that may change the utility of certain software,
customer relationships, IT equipment and other plant and equipment.
Fair value measurements
Management applies valuation techniques to determine the fair value of
financial instruments (where active market quotes are not available) and non-
financial assets. This involves developing estimates and assumptions
consistent with how market participants would price the instrument.
Management uses the best information available. Estimated fair values may
vary from the actual prices that would be achieved in an arm’s length
transaction at the reporting date.

¢) Recent Amendments
Standards issued but not yet effective

i) Ind AS 115-Revenue from Contracts with Customers-The Ministry of
Corporate Affairs (MCA) on March 28, 2018 has notified new Indian
Accounting Standard as mentioned above. The new standard will come to
into force from accounting period commencing on or after April 01, 2018. It
replaces existing recognition guidance, including Ind AS 18 Revenue and Ind
AS 11 Construction contract. The standard is likely to affect the
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measurement, recognition and disclosure of revenue. The Company has
evaluated and there is no material impact of this amendment on the Financial
Statement of the Company except disclosure. The Company will adopt the
Ind AS 115 on the required effective date wherever applicable.

ii) Ind AS 21, The Effect of Changes in Foreign Exchange Rates — The
amendments to Ind AS 21 addresses issue to determine the date of
transactions for the purpose of determining the exchange rate to be used on
initial recognition of related assets, expenses or income when entity has
received or paid advances in foreign currencies by incorporating the same in
Appendix B to Ind AS 21. The amendment will come into force from
accounting period commencing on or after April 01, 2018. The Company has
evaluated this amendment and impact of this amendment will not be material.

The Company is evaluating the requirements of the amendment and the effect
on the financial statements is being evaluated.

2. NOTES TO ACCOUNTS:
2.13 Dues to Micro, small and Medium Enterprises Nil.
2.14 Enterprises in which Key Managerial Personnel are able to exercise significant
influence.
Name of the Rel
a). Dr. Reddy’s Laboratories Limited Associates
b) Key Management Personnel represented on the Board of the Company
(i) Mr. G.V.Prasad, Director
(i)  Mrs. G.Anuradha, Director

(iii)  Mr. K. Satish Reddy, Director
(iv)  Mrs. K. Deepti Reddy, Director

© Transactions with related parties 30" Sept19 2018-19
1. Dr. Reddy’s Laboratories Ltd
Dividend Received 82,65,06,000 82,16,70,000
2018-19 2018-19
2.15 Contingent liabilities not provided for NIL NIL

Estimated amount of contracts remaining
to be executed on capital account and not
provided for NIL NIL
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2.16 FAIR VALUE MEASUREMENTS

A. Accounting classification and fair values.
The following table shows the carrying amounts and fair values of financial assets and
financial liabilities including their levels in the fair value hierarchy. It does not include
fair value information for financial assets and financial liabilities not measured at fair value
in the carrying amount is a reasonable approximation of fair value.

There are no financial assets and liabilities designated at Fair Value through other
Comprehensive Income

(INR in lakhs)
Financial Assets Carrying Value Routed through Profit Carried at amortized cost
and Liabilities as and Loss
at September30,2019
Non Current Total Level Level Level Total Level Level Level Total
Current 1 2 3 1 2 3
Financial Assets
Current Investments 2594.61 2594 .61 2594.61 --- 2594.61
Cash and Cash 18.26 18.26 ---- ———- --- 18.26 18.26
equivalents
Short Term Loans 0.30 0.30 ---- -——- 0.30 0.30
And advances
Total 2613.17 2613.17 2594.61 -- 2594.61 -- 18.56 18.56
(INR in lakhs)
Financial Assets Carrying Value Routed through Profit Carried at amortized cost
and Liabilities as and Loss
at September 30,2019
Non Current Total Level Level Level Total Level Level Level Total
Current 1 2 3 1 2 3
Liabilities
Short term provisions 2.81 2.81 --- 2.81 2.81

Other Current Liabilities -

Total 2.81 2.81 2.81 2.81

2.17. FINANCIAL RISK MANAGEMENT

The Company’s Board of Directors have overall responsibility for the establishment
and oversight of the Company’s risk management framework.

The Company’s financial risk management is an integral part of how to plan and
execute its business strategies.

The Company has exposure to the following risk arising from financial instruments;
e Credit risk

e Liquidity risk and
e Market risk
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(A)
Credit risk is the risk of financial loss to the Company if a customer or counterparty

to a financial instrument fails to meet its contractual obligations, and arises
principally from the company’s trade and other receivables.

The carrying amount of financial assets represent the maximum credit risk exposure.
i. Short term Loans and Advances.
The Company’s exposure to credit risk is influenced mainly by the individual
characteristics of such customer. However credit risk with regards to short term loans
and advances is almost negligible for the company.
Therefore no impairment is observed on the carrying value.

ii. Cash and Bank balances
The company held cash and cash equivalent and other bank balance of INR.18,25,616/-

at September 30,2019, INR 15,65,496 at March, 2019,

iii. Others
Other than short term loans and advances repotted above, the Company has no other
financial assets which carries any significant credit risk.

(B) Liquidity risk
Liquidity risk is the risk that the Company will encounter difficulty in meeting the
obligations associated with its financial liabilities that are settled by delivering cash or
another financial asset. The Company’s approach to managing liquidity is to ensure, as
far as possible, that it will have sufficient liquidity to meet its liabilities when are due,
under both normal and stressed conditions, without incurring unacceptable losses or
risking damage to the Company’s reputation. Management monitors rolling forecasts
of the company’s liquidity position and cash and cash equivalents on the basis of

expected cash flows.

(C) Market Risk

Market risk is risk that changes in market prices, such as foreign exchange rates
(Currency risk) and interest rates ( interest rates risk), will affect the company’s
income. The objective of market risk management is to manage and control market risk
exposures within acceptable parameters, while optimizing the return.

1) Foreign currency risk:
The company is not exposure to such risks.
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i1) Cash flow and fair value interest rate risk

Interest rate risk is the risk that the fair value or future cash flows of a financial
instrument will fluctuate because of changes in market interest rates. The
Company’s exposure to the risk of changes in market interest rates is ‘“NIL’ as there
are no debt obligations.

2.18 For the purpose of Company’s capital management, capital includes issued equity

share capital, securities premium all other equity reserves attributable to the equity
shareholders of the company and borrowings. The primary objective of the Company’s
capital management is to ensure that it maintains an efficient capital structure and
maximizes shareholders value.

The Company manages its capital structure and makes adjustments in light of changes
in economic conditions, annual operating plans and long term and other strategic
investment plans. In order to maintain or adjust the capital structure, the Company may
adjust the amount of dividends paid to shareholders or issue new shares. The company
is not subject to any externally imposed capital requirements. No changes were made
in the objectives, policies or processes for managing capital during year ended
September 30, 2019

The company monitors capital using a ratio of ‘adjusted not debt’ to ‘equity’. For this
purpose, adjusted net debt is defined as total liabilities, comprising interest-borrowings
less cash and cash equivalents, Equity comprises all components of equity including
share premium and all other equity reserves attributable to the equity share holders.

The company has no debts.

2.19 Previous year figures have been regrouped / rearranged, wherever necessary to

facilitate comparison.

2.20 FVTOCI financial assets

Under Indian GAAP, the Company accounted for long-term investments in quoted equity
shares as investment measured at cost less provision for other than temporary diminution in
the value of investments. Under Ind AS, the Company has designated such investments as
FVTOCI investments. Ind AS requires GVTOCI investments to be measured at fair value.
At the date of transition to Ind AS, difference between the instruments fair value and Indian
GAAP carrying amount has been recognized as a separate component of equity, in the
retained earnings, net of related deferred taxes.
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BEFORE THE HON'BLE NATIONAL COMPANY LAW TRIBUNAL
HYDERABAD BENCH AT HYDERABAD
CA (CAA) No. 231/230/HDB/2019
In the matter of the Companies Act, 2013
And
In the matter of the Sections 230-232 read with Section 66 and all other
applicable provisions of the Companies Act, 2013
And
In the Scheme of Amalgamation and Arrangement
Among
M/s. Dr. Reddy’s Holdings Limited
(the ‘Amalgamating Company’)
And
M/s. Dr. Reddy’s Laboratories Limited
(the ‘Amalgamated Company’)
And
Their respective Shareholders

M/s. Dr. Reddy’s Laboratories Limited

CIN: L85195TG1984PLC004507

Having registered office at 8-2-337, Road No. 3,

Banjara Hills, Hyderabad 500 034, Telangana, India.

Email: shares@drreddys.com, website: www.drreddys.com

............. the Applicant/Amalgamated Company

EQUITY SHAREHOLDERS
FORM MGT - 11
PROXY FORM

(Pursuant to Section 105(6) of the Companies Act, 2013 and Rule19(3) of the Companies
(Management and Administration) Rules, 2014)

Email ID e
Folio NO. / Client 1D . ... e
DP I

I/We, being Equity Shareholder / Member(s) of Dr.Reddy’s Laboratories Limited, holding shares of the Company,
hereby appoint :

A NAME (.
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as my/our proxy to attend and vote (on a poll) for me/us and on my/our behalf at the meeting of the Equity
Shareholders of the Company convened pursuant to an Order dated 22nd day of November, 2019 of Hon’ble National
Company Law Tribunal Bench, to be held on Thursday, January 2, 2020 at 11 a.m. at The Ballroom, Hotel Park Hyatt,
Road No. 2, Banjara Hills, Hyderabad — 500 034 and at any adjournment thereof in respect of such resolutions as are
indicated below:

Sr. . Vote (Optional)
No Resolutions (Please put a (v') mark
For Against
1. | Approval of the Scheme of Amalgamation and Arrangement between Dr. Reddy’s
Holdings Limited (Amalgamating Company) and Dr. Reddy’s Laboratories
Limited (Amalgamated Company) and their respective shareholders pursuant
to the provisions of Sections 230-232 read with Section 66 and other relevant
provisions of the Companies Act, 2013 and rules thereunder.
Signed this day of 2019
Signature of the Member
Affix
Signature of the Proxy holder(s) Revenue
Stam
Note: p
1. Please affix revenue stamp not less than Re.1 before putting signature.
2. Proxy need not be an Equity Shareholder of the Company.
3. The Proxy Form in order to be effective shall be duly filled in and signed by the Equity Shareholder(s) across
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Revenue Stamp and should reach the Company’s Registered Office: Dr. Reddy’s Laboratories Limited, 8-2-337,
Road No. 3, Banjara Hills, Hyderabad - 500034 at least 48 hours before the commencement of the meeting (i.e.
on Tuesday, December 31, 2019 before 11.00 a.m.).

Corporate Equity Shareholders intending to send their authorised representative(s) to attend the meeting are
requested to send a certified copy of the Board resolution authorizing their representative(s)to attend and vote on
their behalf at the meeting.

It is optional to indicate your preference. If you leave the for and against column blank against any or all resolutions,
your proxy will be entitled to vote in the manner as he/she may think appropriate.

In case of multiple proxies, the proxy later in time shall be accepted.

No person shall be appointed as a Proxy who is a minor.

DR. REDDY’S LABORATORIES LIMITED



Dr. Reddy’s Laboratories Limited

CIN: L85195TG1984PLC004507
Regd. Office : 8-2-337, Road No.3, Banjara Hills, Hyderabad 500034
Email : shares@drreddys.com Website : www.drreddys.com

ATTENDANCE SLIP

MEETING OF THE EQUITY SHAREHOLDERS OF THE COMPANY CONVENED BY THE HON’BLE NATIONAL
COMPANY LAW TRIBUNAL ON THURSDAY, JANUARY 2, 2020 at 11.00 A.M.

Name and address of the First/Sole Equity Shareholder ... ... ... . .. . . . . . .

Authorised Representative/Proxy holder. . .. .. .. e

FOlio NO/DP ID & Client ID NO. . . ..o e e e e e e et e e e e e

NO. Of SRArES. . . . . e e

| certify that | am an Equity Shareholder/proxy/authorised representative for the Equity Shareholder of the Company.

I, hereby record my presence at the meeting of the Equity Shareholders of the Company convened pursuant to an
Order dated 22nd day of November, 2019 of Hon’ble National Company Law Tribunal Bench at Hyderabad at The
Ballroom, Hotel Park Hyatt, Road No. 2, Banjara Hills, Hyderabad — 500034 on Thursday, January 2, 2020 at 11.00
a.m.

Name of the Member/Proxy
(Block Letters)

Signature of the Member/Proxy
Notes:
1. Only Equity Shareholder/Proxy can attend the meeting. No minors would be allowed at the meeting.

2. The Equity Shareholder, Proxy holder or the Authorized Representative attending this meeting must bring this
attendance slip to the meeting and hand over at the entrance duly filled and signed for admission to the meeting
hall.

3. The Equity Shareholder, Proxy holder or the Authorized Representative are requested to bring their copy of notice
for reference at the Meeting.

4. The authorized representative of a body corporate which is an Equity Shareholder of the Company must bring
a certified true copy of the resolution of the board of directors or other governing body of the body corporate
authorizing such representative to attend and vote at the said Meeting.
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Route map for the location of the venue of the meeting is given as under:
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Qe Dr. Reddy’s Laboratories Ltd.
? () 8-2-337, Road No. : 3, Banjara Hills,
D ro Reddy s ‘.. Hyderabad - 500 034, Telangana,
India.
CIN: L85195TG1984PLC004507

Tel :+ 91 40 4900 2900
Fax : + 91 40 4900 2999
Email : shares@drreddys.com
www.drreddys.com

POSTAL BALLOT FORM

Postal Ballot Form No.:

Name and Registered address of the Sole /
First named Member :

Name(s) of the Joint holder(s) if any :

Registered Folio No./ DP ID & Client ID No.*:
(*Applicable to members holding shares in dematerialized form)

Number of equity shares held :

|/ We hereby exercise my / our vote in respect of the following Resolution as stated in the Notice dated November 26, 2019 for the meeting of the
Equity Shareholders of Dr. Reddy's Laboratories Limited (“the Company”) being convened pursuant to the Order of the Hon'ble National
Company Law Tribunal, Hyderabad Bench at Hyderabad dated November 22, 2019, on Thursday, January 2, 2020 at 11.00 AM at The Ballroom,
Hotel Park Hyatt, Road No.2, Banjara Hills, Hyderabad - 500034, Telangana, India, by sending my / our assent (FOR) or dissent (AGAINST) to the
said resolution by placing the tick (¥) mark in the appropriate column below.

Item Details of Resolution No. of equity I/We assent to the I/We dissent to the
No. shares held resolution (For) resolution (Against)

1. | Approval of the Scheme of Amalgamation and Arrangement
between Dr. Reddy's Holdings Limited (Amalgamating
Company) and Dr. Reddy's Laboratories Limited
(Amalgamated Company) and their respective shareholders
pursuant to the provisions of Sections 230-232 read with
Section 66 and other relevant provisions of the Companies
Act, 2013 and rules thereunder.

Place :

Date : (Signature of the Member)

(must be as per specimen signature registered with
Company/Depository participant)

PARTICULARS OF E-VOTING

The remote e-voting facility is available at the link https://www.evoting.nsdl.com. The remote e-voting particulars are set out as follows:

EVEN (E-voting event number) USER ID PASSWORD
112636

Notes:
1. Please read the instructions printed overleaf and in the notice of the meeting carefully before exercising your vote.
2. Facility to exercise vote(s) by means of Postal Ballot, including remote e-voting will be available during the following period:

Commencement of voting End of voting
From 9:00 AM (IST) on Tuesday, December 3, 2019 Upto 5:00 PM (IST) on Wednesday, January 1, 2020

Voting through Postal Ballot and remote e-voting will not be allowed beyond Wednesday, January 1, 2020 (5:00 PM IST).
GENERAL INFORMATION

1. The Hon'ble National Company Law Tribunal, Hyderabad Bench at Hyderabad ('NCLT" or 'Tribunal') vide its order dated November 22, 2019 has
directed that a meeting of the Equity Shareholders of the Company be convened on Thursday, January 2, 2020 at 11.00 AM at The Ballroom,
Hotel Park Hyatt, Road No.2, Banjara Hills, Hyderabad - 500034, Telangana, India for the purpose of considering, and if thought fit, approving,
with or without modification(s), the Scheme of Amalgamation and Arrangement between Dr. Reddy's Holdings Limited ('DRHL' or the
'Amalgamating Company') and Dr. Reddy's Laboratories Limited ('DRL' or the 'Amalgamated Company') and their respective shareholders
('Scheme').

2. Pursuant to Section 230 read with Sections 108 and 110 of the Companies Act, 2013, the Companies (Compromises, Arrangements and
Amalgamations) Rules, 2016, the Companies (Management and Administration) Rules, 2014, option is being given to the Members to cast their

votes on the resolution for approval of the scheme by physical Postal Ballot/ Remote e-voting or voting at the venue of meeting as per direction of
the NCLT.




INSTRUCTIONS

1. AMember desirous of exercising his/her vote by physical Postal Ballot may complete this Postal Ballot Form and send it to the Scrutinizer in the enclosed postage prepaid
self-addressed Business Reply Envelope. The Postage will be borne by the Company. However, Postal Ballot Form, if sent by courier or by registered post/speed post at
the expense of the Member, will also be accepted.

2. Alternatively, a Member may vote through remote e-voting as per “Procedure to vote electronically using NSDL remote e-voting system” provided in this Postal Ballot

Form.

Please convey your assent/dissent in this Postal Ballot Form. The assent/dissent received in any other physical form shall not be considered valid.

This Form must be completed and signed (as per specimen signature registered with the Company/Depository Participants) by the Member. In case of joint holding, this

Form must be completed and signed by the first named Member and in his/her absence, by the next named Member.

Unsigned, incomplete or incorrectly ticked Postal Ballot Forms shall be rejected.

The Scrutinizer's decision on the validity of the Postal Ballot Forms/remote e-voting will be final.

The Postal Ballot/remote e-voting shall not be exercised by a proxy.

The voting, both through Postal Ballot Form and through remote e-voting shall commence from Tuesday, December 3, 2019 (9:00 AM IST) and shall end on Wednesday,

January 1, 2020 (5:00 PM IST). Duly completed Postal Ballot Form should reach the Scrutinizer not later than the close of working hours on Wednesday, January 1, 2020

(5:00 PMIST). All Postal Ballot Forms received after this date will be strictly treated as invalid and as if no reply from such Member has been received.

9.  The Scrutinizer will submit his report to the Chairman after the completion of scrutiny, and the result of the voting shall be displayed at the registered office of the Company
at 8-2-337, Road No.3, Banjara Hills, Hyderabad-500034, Telangana, India. The result would be intimated to the NSDL and Stock Exchanges where the Company's
securities are listed, and displayed on the Company's website https://www.drreddys.com/investors/investor-services/amalgamation/ along with the Scrutinizer's report
within 48 hours from the conclusion of the meeting.

10. Voting rights shall be reckoned on the paid up value of equity shares registered in the name of the Member as on cut-off date i.e. Friday, November 15, 2019.

11. Members are requested not to send any other paper along with the Postal Ballot Form and any extraneous paper found in such envelope would be destroyed by the
Scrutinizer.

12. There will be only one Postal Ballot Form for every Folio/Client ID, irrespective of the number of joint holders.

13. Incase of non-receipt of the Postal Ballot Form or for any query related thereto, the Members may contact the Company's Registrar and Transfer Agent, Bigshare Services
Private Limited at 306, Right Wing, 3rd Floor, Amrutha Ville, Opp. Yashoda Hospital, Rajbhavan Road, Hyderabad - 500 082, Telangana, India or send an email at
bsshyd@bigshareonline.com.

14. The members can opt for only one mode of voting i.e. either through (i) Postal Ballot or (ii) Remote e-voting system or (ii) Ballot / Polling Paper as arranged by the Company
at the venue of the meeting. In case members cast their votes by more than one means of voting, then voting will be considered in the following sequence of priority, namely,
(i) Remote e-voting (ii) Postal Ballot or (iii) Ballot / Polling Paper at the venue of the meeting, as may be applicable.

15. Members who have received Postal Ballot Notice by email and who wish to vote through Postal Ballot Form and in case a Member is desirous of obtaining a duplicate
Postal Ballot Form, he or she may send an email to shares@drreddys.com. The Registrar and Transfer Agent/Company shall forward the duplicate Postal Ballot Form
along with postage prepaid self-addressed Business Reply Envelope to the Member.

Procedure to vote electronically using NSDL remote e-voting system

The way to vote electronically on NSDL remote e-voting system consists of “Two Steps” which are mentioned below:

Step 1: Log-in to NSDL e-voting system at https://www.evoting.nsdl.com

Step 2: Cast your vote electronically on NSDL e-voting system.

Step 1: How to Log-in to NSDL e-voting website?

1. Visitthe e-voting website of NSDL. Open web browser by typing the following URL: https://www.evoting.nsdl.com either on a Personal Computer or on a mobile.

2. Once the home page of e-voting systemis launched, click on the icon “Log-in” which is available under “Shareholders” section.

3. Anew screen will open. You will have to enter your user ID, your password and a verification code as shown on the screen. Alternatively, if you are registered for NSDL
eservices i.e. IDEAS, you can log-in at https://eservices.nsdl.com with your existing IDEAS log-in. Once you log-in to NSDL eservices after using your log-in credentials,
click on e-voting and you can proceed to Step 2 i.e. Cast your vote electronically.

4. Your User ID details are given below:

o

O N O

Manner of holding shares i.e. Demat (NSDL or CDSL) or Physical Your User ID is

a) For Members who hold shares in demat account with NSDL. 8 character DP ID followed by 8 Digit Client ID.
For example: if your DP ID is IN300*** and Client ID
is 12****** then your User ID is IN30Q***12******

b) For Members who hold shares in demat account with CDSL. 16 digit Beneficiary ID For example: if your Beneficiary ID is
qorererssrerers than vour User [D j§ 124***kkeserns
c) For Members holding shares in Physical Form. EVEN Number followed by Folio Number registered with the Company.

For example: if Folio Number is AO1*** and
EVEN is 123456 then User ID is 123456A01***

5. Instructions for retrieving password:

a. Ifyou are already registered for e-voting, then you can use your existing password to log-in and cast your vote.

b. Ifyou are using NSDL e-voting system for the first time, you will need your “initial password”. Details of “initial password” are given in Point ¢ (i) and (ii) below. Once you have
your “initial password”, you need to enter the “initial password” on the log-in page and the system will force you to change your password.

c. Initial password:

i. Ifyouremail ID is registered in your demat account or with the Company, your “initial password” must have been communicated to you on your email ID. Trace the email
sent to you by NSDL in your mailbox. Open the email and the attachment which is a .pdf file. Open the .pdf file. The password to open the .pdf file is your 8 digit Client ID
for NSDL account, last 8 digits of Beneficiary ID for CDSL account or Folio Number for shares held in physical form. The .pdf file contains your “User ID” and your “initial
password”.

ii. Ifyouremail IDis notregistered, your “initial password” is provided overleaf at the bottom of the physical Postal Ballot Form.

6. Ifyou are unable to retrieve or have not received the “Initial password” or have forgotten your password:

a. Ifyouareholding shares in your demat account with NSDL or CDSL, click on “Forgot User Details/Password” option available on www.evoting.nsdl.com.

b. Ifyouare holding shares in physical mode, click on “Physical User Reset Password” option available on www.evoting.nsdl.com.

c. Ifyou are still unable to get the password by aforesaid two options, you can send a request at evoting@nsdl.co.in mentioning your demat account number/folio number,
PAN, name and registered address.

d. Youcanalso use the one time password (OTP) based login for casting the votes on the NSDL e-voting system.

7. Afterentering your password, click on “Agree to Terms and Conditions” by selecting on the check box.

8.  Now you will have to click on “Log-in” button.

9. Afteryou click on the “Log-in” button, home page of e-voting will open.

Step 2: How to cast your vote electronically on NSDL e-voting system?

1. After successfullogin at Step 1, you will be able to see the Home page of e-voting. Click on e-voting. Then, click on Active Voting Cycles.

2. After clicking onActive Voting Cycles, you will be able to see all the companies' “EVEN” (E-Voting Event Number) in which you are holding shares and whose voting cycle is
in active status.

3. Select“EVEN” of “Dr.Reddy's Laboratories Limited”. The Cast Vote page will open.

4. Now you are ready for e-voting as the voting page opens.

5. Cast your vote by selecting your favoured option i.e. assent/dissent, verify/modify the number of shares for which you wish to cast your vote and click on “Submit” and also
“Confirm” when prompted.

6. Upon confirmation, the message “Vote cast successfully” will be displayed.

7. Youcan also take the printout of the votes cast by you by clicking on the print option on the confirmation page.

8.  Once you confirm your vote on the resolution, you will not be allowed to modify your vote.

General Guidelines for members

1. Institutional shareholders (i.e. other than individuals, HUF, NRI etc.) are required to send scanned certified true copy (PDF/JPG Format) of the relevant Board
Resolution/Authority letter etc. with attested specimen signature of the duly authorized signatory(ies) who are authorized to vote at the meeting, to the Scrutinizer by e-mail
as mentioned in the Notice of the meeting with a copy marked to evoting@nsdl.co.in.

2. ltis strongly recommended not to share your password with any other person and take utmost care to keep your password confidential. Log-in to the e-voting website will be
disabled upon five unsuccessful attempts to key in the correct password. In such an event, you will need to go through the “Forgot User Details/Password” or “Physical User
Reset Password” option available on www.evoting.nsdl.com to reset the password.

3. Incase of any queries, you may refer the Frequently Asked Questions (FAQs) for shareholders and e-voting user manual for shareholders available at the “downloads”
section of www.evoting.nsdl.com or call on toll free no.: 1800-222-990 or send a request at evoting@nsdl.co.in.





