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SECTION I - GENERAL

DEFINITIONS AND ABBREVIATIONS
Definitions

In this Draft Letter of Offer, unless the context otherwise requires, the terms defined and abbreviations expanded
below shall have the same meaning as stated in this section. References to statutes, rules, regulations, guidelines
and policies will be deemed to include all amendments and modifications notified thereto.

In this Draft Letter of Offer, unless otherwise indicated or the context otherwise requires, all references to “Sun
Pharma Advanced Research Company Limited”, “the/ our” “Company”, “SPARC”, “Issuer”, “we”, “our” and
“us” are to “Sun Pharma Advanced Research Company Limited” and references to “you” are to the prospective
investors in the Issue.

Company Related Terms

Term Description

“our Company”, “the Company”, Sun Pharma Advanced Research Company Limited

“we”, “us”, “our”, “the Issuer
Company”, “the Issuer” and
“SPARC”
Avrticles/ AoA/ Articles of Our articles of association, as amended
Association
Auditors Our statutory auditors, M/s. Deloitte Haskins & Sells LLP, Chartered
Accountants (Firm’s Registration No. 117366W/W-100018)
Board of Directors/Board Our board of directors or any duly constituted committees thereof
CFO Chief Financial Officer of the Company
Directors Directors of our Company
Equity Shares Equity shares of face value of ¥ 1 each of our Company
Group Companies Group Companies includes such companies as covered under the
applicable accounting standards and also other companies as considered
material by the board of our Company.
The policy (as adopted by the Board of our Company vide circular
resolution dated September 8, 2015) to define the materiality requirement
for a company to be considered as a Group Company of our Company is
as follows:
“A Company shall be considered to be Material for purpose of its
inclusion as a Group Company in terms of the requirements of SEBI
(ICDR) Regulations, 2009 if and only if it fulfils ALL of the following
criteria’s:
i It is a Company as defined under section 2(20) of the
Companies Act, 2013; and
ii. It has been identified as a Related Party of the Company as
defined under section 2(76) of the Companies Act, 2013,
including the Rules made thereunder; and
iii. If the transaction / transactions to be entered into individually or
taken together with previous transactions during a financial year
with such Company exceeds ten percent of the annual
consolidated turnover of the Company as per the last audited
Audited Annual Financial Statements of the Company.”
Internal Auditors M/s. K.C.Mehta & Co., Chartered Accountants
Memorandum/ MoA/ The memorandum of association of our Company, as amended
Memorandum of Association
Mumbai Office 17-B, Mahal Industrial Estate, Mahakali Caves Road, Andheri (East),
Mumbai- 400 093, Maharashtra, India
Promoter Mr. Dilip Shanghvi
Promoter Group Persons and entities constituting the promoter group of our Company in




Term

Description

terms of Regulation 2(1)(zb) of the SEBI ICDR Regulations

Registered Office

Sun Pharma Advanced Research Centre, Akota Road, Akota, Vadodara —
390 020, Gujarat, India

SPIL

Sun Pharmaceutical Industries Limited

SPLL

Sun Pharma Laboratories Limited

Sun Pharma Mexico

Sun Pharma de Mexico SA de CV

Issue Related Terms

Term

Description

Abridged Letter of Offer

The abridged letter of offer to be sent to the Equity Shareholders with
respect to the Issue in accordance with the SEBI ICDR Regulations

Allotment/ Allot

Allotment of Rights Issue Equity Shares pursuant to the Issue

Allottee(s)

Persons to whom Rights Issue Equity Shares will be Allotted pursuant to
the Issue

Application

Unless the context otherwise requires, refers to an application for
Allotment of Rights Issue Equity Shares in this Issue

Application Money

Aggregate amount payable in respect of the Securities applied for in the
Issue at the Issue Price

Application Supported by Blocked
Amount/ ASBA

The application (whether physical or electronic) used by ASBA Investors
to make an application authorizing the SCSB to block the amount payable
on application in ASBA Account

ASBA Account

Account maintained with a SCSB and specified in the CAF or plain paper
application, as the case may be, for blocking the amount mentioned in the
CAF, or the plain paper application, as the case may be

ASBA Investor/ASBA Applicant

Equity Shareholders proposing to subscribe to the Issue through ASBA

process and:

(@) Who are holding our Equity Shares in dematerialized form as on the
Record Date and have applied for their Rights Entitlements and/ or
additional Equity Shares in dematerialized form;

(b) Who have not renounced their Rights Entitlements in full or in part;

() Who are not Renouncees; and

(d) Who are applying through blocking of funds in a bank account
maintained with SCSBs.

All QIBs and other Investors whose application value exceeds ¥ 2 lakhs

complying with the above conditions may participate in this Issue through

the ASBA process only

Bankers to the Company

ICICI Bank Limited, Kotak Mahindra Bank Limited, Indusind Bank
Limited and State Bank of India Limited

Bankers to the Issue

[e]

Composite Application Form/ CAF

The form used by an Investor to make an application for the Allotment of
Rights Issue Equity Shares in the Issue

Consolidated Certificate

In case of holding of Equity Shares in physical form, the certificate that
would be issued for the Rights Issue Equity Shares Allotted to 1 folio

Controlling Branches of the SCSBs

Such branches of the SCSBs which coordinate with the Lead Managers,
the Registrar to the Issue and the Stock Exchanges, a list of which is
available on http://www.sebi.gov.in

Designated Stock Exchange

BSE

Designated Branches

Such branches of the SCSBs which shall collect application forms used
by ASBA Investors and a list of which is available on
http://www.sebi.gov.in

Draft Letter of Offer

This draft letter of offer dated September 15, 2015 filed with SEBI for its
observations which does not contain complete particulars of the Issue

Equity Shareholders/ Eligible
Equity Shareholder(s)

A holder/beneficial owner of our Equity Shares as on the Record Date

EYMBS

Ernst & Young Merchant Banking Services Private Limited




Term Description
Investor(s) The Equity Shareholders(s) on the Record Date, applying in this Issue,
and the Renouncees who have submitted an Application to subscribe to
the Issue
Inga Inga Capital Private Limited

Issue/ Rights Issue

Issue of [®] Equity Shares of face value of ¥ 1 each for cash at a price of ¥
[e] per Equity Share including a share premium of X [®] per Equity Share
aggregating up to ¥ 25,000 lakhs to our existing Equity Shareholders on a
rights basis in the ratio of [e] Equity Shares for every [®] Equity Shares
held by them on the Record Date

Issue Closing Date

[e]

Issue Opening Date

[e]

Issue Price

T [o] per Rights Issue Equity Share

Issue Size

Amount up to T 25,000 lakhs

Issue Proceeds

The gross proceeds to be raised through this Issue

Lead Managers

Ernst & Young Merchant Banking Services Private Limited and Inga
Capital Private Limited

Letter of Offer

The final letter of offer to be filed with the Stock Exchanges after
incorporating the observations received from the SEBI on this Draft
Letter of Offer

Listing Agreement

The listing agreements entered into between us and the Stock Exchanges

Net Proceeds

The Issue Proceeds less the Issue related expenses. For further details,
please see section “Objects of the Issue” on page 56

Non-ASBA Investor

Investors other than ASBA Investors who apply in the Issue otherwise
than through the ASBA process

Non-Institutional
Investors

Investor, including any company or body corporate, other than a Retail
Individual Investor and a QIB

Qualified Foreign Investors/ QFI

Qualified Foreign Investor as defined under the Securities and Exchange
Board of India (Foreign Portfolio Investors) Regulations, 2014 (as
amended), registered with SEBI under applicable laws in India. A
Qualified Foreign Investor may buy, sell or otherwise continue to deal in
securities without registration as Foreign Portfolio Investors subject to
compliance with conditions specified in the SEBI (Foreign Portfolio
Investors) Regulations, 2014

QIBs or Qualified Institutional
Buyers

Qualified institutional buyers as defined under Regulation 2(1)(zd) of the
SEBI ICDR Regulations

Record Date

[e]

Refund Banker

[e]

Registrar to the Issue/ Registrar
and Transfer Agent/ RTA

Link Intime India Private Limited

Renouncee(s)

Any person(s) who has/ have acquired Rights Entitlements from Equity
Shareholders

Retail Individual Investors

Individual Investors who have applied for Rights Issue Equity Share for
an amount not more than ¥ 2 lakhs (including HUFs applying through
their Karta)

Rights Entitlement

The number of Rights Issue Equity Share that an Investor is entitled to in
proportion to the number of Equity Shares held by the Investor on the
Record Date

Rights Issue Equity Shares

Equity Shares of the Company to be allotted pursuant to this Rights Issue.

SAF(s) Split Application Form(s)

SCSB(s) A Self Certified Syndicate Bank, registered with SEBI, which acts as a
banker to the Issue and which offers the facility of ASBA. A list of all
SCSBs is available at http://www.sebi.gov.in

Stock Exchange(s) BSE and NSE, where our Equity Shares are presently listed

Working Days

Any day, other than Saturdays and Sundays, on which commercial banks
in Delhi or Mumbai are open for business, provided however, for the
purpose of the time period between the Issue Closing Date and listing of




Term

Description

the Securities on the Stock Exchanges, “Working Days” shall mean all
days excluding Sundays and bank holidays in Delhi or Mumbai in
accordance with the SEBI circular no. CIR/CFD/DIL/3/2010 dated April
22,2010

Conventional and General Terms/ Abbreviations

Term

Description

Act/ Companies Act

The Companies Act, 1956 and the notified provisions of the Companies
Act, 2013

AGM Annual General Meeting

AS Accounting Standards specified under Section 133 of the Companies Act,
2013, read with Rule 7 of the Companies (Accounts) Rules, 2014

BSE BSE Limited

CAGR Compounded Annual Growth Rate

Companies Act 1956

The Companies Act, 1956, as amended

Companies Act 2013

The Companies Act, 2013, to the extent notified

CDSL

Central Depository Services (India) Limited

Depositories Act

The Depositories Act, 1996, as amended

Depository

A depository registered with SEBI under the SEBI (Depositories and
Participant) Regulations, 1996

Depository Participant/ DP

A depository participant as defined under the Depositories Act

DIN

Director Identification Number

DP ID Depository Participant Identity

EC Extension Counter

EGM Extra-Ordinary General Meeting

EPS Earnings per Share

FDI Foreign Direct Investment

FEMA The Foreign Exchange Management Act, 1999, including the regulations
framed thereunder, as amended

FIl Foreign Institutional Investor as defined under the Securities and
Exchange Board of India (Foreign Institutional Investors) Regulations,
1995 (as amended) and registered with SEBI and as repealed by Foreign
Portfolio Investors defined under the SEBI (Foreign Portfolio Investors)
Regulations, 2014. A Foreign Institutional Investor or a sub account and
may buy, sell or otherwise continue to deal in securities without
registration as Foreign Portfolio Investors subject to compliance with
conditions specified in the SEBI (Foreign Portfolio Investors)
Regulations, 2014,

FPI Foreign Portfolio Investor as defined under the Securities and Exchange

Board of India (Foreign Portfolio Investors) Regulations, 2014 (as
amended), registered with SEBI under applicable laws in India

Financial Year/ Fiscal/ FY

Period of 12 months ended March 31 of that particular year

FIPB Foreign Investment Promotion Board, Ministry of Finance, Gol

FVCI Foreign Venture Capital Investors as defined under the Securities and
Exchange Board of India (Foreign Venture Capital Investors)
Regulations, 2000 (as amended) registered with SEBI under applicable
laws in India

GAAP Generally Accepted Accounting Principles

Gol Government of India

HUF Hindu Undivided Family

ICAI Institute of Chartered Accountants of India

IFRS International Financial Reporting Standards

IFSC Indian Financial System Code

ISIN International Securities Identification Number

IT Act The Income Tax Act, 1961, as amended




Term

Description

Indian GAAP

Generally accepted accounting principles followed in India

MICR

Magnetic Ink Character Recognition

Mutual Fund/ MF

A mutual fund registered with SEBI under the SEBI (Mutual Funds)
Regulations, 1996

NAV Net Asset Value

NECS National Electronic Clearing Services

NEFT National Electronic Funds Transfer

Net Worth Aggregate of the paid up share capital and reserves and surplus
(excluding revaluation reserve, if any) as reduced by the unamortized
share issue expenses

NR Non-Resident

NRI Non-Resident Indian

NRE Account Non-Resident External Account

NRO Account Non-Resident Ordinary Account

NSDL National Securities Depository Limited

NSE National Stock Exchange of India Limited

OCB Overseas Corporate Body

p.a. Per Annum

PAN Permanent Account Number under the IT Act

PAT Profit After Tax

PBT Profit Before Tax

RBI Reserve Bank of India

Registrar of Companies/ RoC Registrar of Companies, Ahmedabad at Gujrat

Regulation S Regulation S under the Securities Act

Rupees/ INR/ X/ Rs. Indian Rupees

RTGS Real Time Gross Settlement

SEBI Securities and Exchange Board of India

SEBI Act Securities and Exchange Board of India Act, 1992

SEBI ICDR Regulations/ SEBI Securities and Exchange Board of India (Issue of Capital and Disclosure

Regulations Requirements) Regulations, 2009, as amended

SEBI Merchant Bankers Securities and Exchange Board of India (Merchant Bankers) Regulations,

Regulations 2012, as amended

Securities Act

U.S. Securities Act of 1933, as amended

Takeover Regulations

Securities and Exchange Board of India (Substantial Acquisition of
Shares and Takeovers) Regulations, 2011, as amended

U.S./ US/ USA/United States

United States of America

Industry Related Terms

Term Description
API Active Pharmaceutical Ingredient
ADF Abuse Deterrent Formulations
ADME Absorption, Distribution, Metabolism and Excretion
BAK Benzalkonium Chloride
CML Chronic Myeloid Leukemia
CNS Central Nervous System
COPD Chronic Obstructive Pulmonary Disease

Contract Research Organisation /

A person or an organization (commercial, academic, or other) contracted

CRO by the sponsor to perform one or more of a sponsor's trial-related duties
and functions

CRL Complete Response Letter

CQAs Critical Quality Attributes

DICN Docetexel Injection Concentrate for Nanodispersion

DCGI Drugs Controller General of India

DDPB Drug Development Promotion Board




Term

Description

DPI

Dry Powder Inhaler

Drug Candidates/Drug Discovery

The process of developing a therapeutically active substance for a defined
target molecule or pathway

DSIR Department of Scientific and Industrial Research
DST Department of Science and Technology
EMEA European Medicines Evaluation Agency

ER Extended Release

FDA Food and Drug Administration

GCP Good Clinical Practices

GFR Gel Free Reservoir

GRID Gastro Retentive Innovative Device

GRS Gastro Retentive System

IND Investigational New Drug

NCE New Chemical Entity

NDA New Drug Application

Nanotecton Nanotechnology based delivery systems
NDDS Novel Drug Delivery Systems

oD Once a day

PICN Paclitaxel Injection Concentrate for Nanodispersion
QTPP Quality Target Product Profile

SMM Swollen Micelle Microemulsion

SPA Special Protocol Assessment

TPP Target Product Profile

USFDA / US FDA United States Food and Drug Administration
XR Extended Release

The words and expressions used but not defined herein shall have the same meaning as is assigned to such terms
under the Companies Act, as amended, the Securities Contracts (Regulation) Act, 1956, the Depositories Act,
1996 and the rules and regulations made thereunder.



NOTICE TO OVERSEAS SHAREHOLDERS

The distribution of this Draft Letter of Offer and the issue of Equity Shares on a rights basis to persons in certain
jurisdictions outside India may be restricted by legal requirements prevailing in those jurisdictions. Persons into
whose possession this Draft Letter of Offer, Letter of Offer, Abridged Letter of Offer or CAF may come are
required to inform themselves about and observe such restrictions. We are making this Issue of Equity Shares on
a rights basis to the Equity Shareholders and will dispatch the Letter of Offer/ Abridged Letter of Offer and
CAFs to such shareholders who have provided an Indian address. Those overseas shareholders who do not
update our records with their Indian address or the address of their duly authorized representative in India, prior
to the date on which we propose to dispatch the Letter of Offer / Abridged Letter of Offer and CAFs, shall not
be sent the Letter of Offer / Abridged Letter of Offer and CAFs. No action has been or will be taken to permit
this Issue in any jurisdiction where action would be required for that purpose, except that this Draft Letter of
Offer has been filed with SEBI for observations. Accordingly, the rights or Equity Shares may not be offered or
sold, directly or indirectly, and the Letter of Offer/ Abridged Letter of Offer and CAFs may not be distributed in
any jurisdiction, except in accordance with legal requirements applicable in such jurisdiction. Receipt of this
Draft Letter of Offer will not constitute an offer in those jurisdictions in which it would be illegal to make such
an offer and, under those circumstances, this Draft Letter of Offer must be treated as sent for information only
and should not be acted upon for subscription to rights or Equity Shares and should not be copied or
redistributed. Accordingly, persons receiving a copy of this Draft Letter of Offer should not, in connection with
the issue of the rights or Equity Shares, distribute or send the same in or into the United States or any other
jurisdiction where to do so would or might contravene local securities laws or regulations. If this Draft Letter of
Offer is received by any person in any such territory, or by their agent or nominee, they must not seek to
subscribe to the rights or Equity Shares referred to in this Draft Letter of Offer. Envelopes containing a CAF
should not be dispatched from any jurisdiction where it would be illegal to make an offer, and all persons
subscribing for the Equity Shares in this Issue must provide an Indian address.

Any person who makes an application to acquire rights and the Equity Shares offered in this Issue will be
deemed to have declared, represented, warranted and agreed that he is authorised to acquire the rights and the
Equity Shares in compliance with all applicable laws and regulations prevailing in his jurisdiction. We, the
Registrar, the Lead Managers or any other person acting on behalf of us reserve the right to treat any CAF as
invalid where we believe that CAF is incomplete or acceptance of such CAF may infringe applicable legal or
regulatory requirements and we shall not be bound to allot or issue any Equity Shares or Rights Entitlement in
respect of any such CAF. Neither the delivery of this Draft Letter of Offer nor any sale hereunder, shall under
any circumstances create any implication that there has been no change in the Company’s affairs from the date
hereof or that the information contained herein is correct as at any time subsequent to the date of this Draft
Letter of Offer.

The contents of this Draft Letter of Offer should not be construed as legal, tax or investment advice.
Prospective investors may be subject to adverse foreign, state or local tax or legal consequences as a result
of the offer of Equity Shares. As a result, each investor should consult its own counsel, business advisor
and tax advisor as to the legal, business, tax and related matters concerning the offer of Equity Shares. In
addition, neither our Company nor the Lead Managers is making any representation to any offeree or
purchaser of the Equity Shares regarding the legality of an investment in the Equity Shares by such
offeree or purchaser under any applicable laws or regulations.



CERTAIN CONVENTIONS, USE OF FINANCIAL, INDUSTRY AND CURRENCY OF
PRESENTATION

Certain Conventions

References in this Draft Letter of Offer to “India” are to the Republic of India and the “Government” or the
“Central Government” is to the Government of India (“Gol”) and to the ‘US’ or ‘U.S.” or the ‘United States’ are
to the United States of America and its territories and possessions.

Financial Data

Unless stated otherwise, the financial data in this Draft Letter of Offer is derived from our financial statements
prepared in accordance with Indian GAAP. Our fiscal year commences on April 1 of each year and ends on
March 31 of the succeeding year, so all references to a particular “fiscal year” or “Fiscal” are to the 12 month
period ended on March 31 of that year. Our Audited financial statements for the Fiscal 2015 and the Unaudited
financial results for the three months ended June 30, 2015 (the “Financial Statements™) that appear in this
Draft Letter of Offer have been prepared by our Company in accordance with Indian GAAP, applicable
standards and guidance notes specified by the Institute of Chartered Accountants of India, applicable accounting
standards prescribed by the Institute of Chartered Accountants of India and other applicable statutory and / or
regulatory requirements. For further details of such financial statements, see the section “Financial Information”
on page 82.

We publish our financial statements in Indian Rupees.
Unless stated otherwise, throughout this Draft Letter of Offer, all figures have been expressed in lakhs.

Figures of Fiscal 2014 have been regrouped / reclassified wherever necessary and rounded off to Lakhs with two
decimal points to correspond with Fiscal 2015 classification / disclosure.

In this Draft Letter of Offer, any discrepancies in any table between the total and the sums of the amounts listed
are due to rounding off, and unless otherwise specified, all financial numbers in parenthesis represent negative
figures. Numerical values have been rounded off to two decimal places.

Currency of Presentation

All references in this Draft Letter of Offer to “Rupees”, ‘%7, “Rs.”, “Indian Rupees” and “INR” are to Indian
Rupees, the official currency of India.

Please Note:

e One million is equal to 10 Lakhs /1,000 thousand
e One billion is equal to 1,000 million

e One Lakh is equal to 100 thousand

e One crore is equal to 10 million/100 Lakhs



FORWARD LOOKING STATEMENTS

Certain statements in this Draft Letter of Offer that are not statements of historical fact constitute ‘forward
looking statements’. Investors can generally identify forward-looking statements by terminologies such as
“will”, “may”, “aim”, “is likely to result”, “believe”, “expect”, “continue”, “anticipate”, “‘estimate”, “intend”,
“plan”, “contemplate”, “seek to”, “future”, “objective”, “goal”, “project”, “should”, “pursue” and similar
expressions or variations of such expressions, that are “forward looking statements”. Similarly, statements that
describe our objectives, strategies, plans or goals are also forward-looking statements. By their nature, forward-
looking statements involve inherent risks and uncertainties, both general and specific, and risks exist that the
predictions, forecasts, projections and other forward-looking statements will not be achieved.

All forward looking statements are subject to risks, uncertainties and assumptions about us that could cause
actual results to differ materially from those contemplated by the relevant forward-looking statement. Important
factors that could cause actual results to differ materially from plans, objectives, estimates, intentions and
expectations expressed in such forward looking statements include, but are not limited to:

o Our ability to successfully implement our growth strategy and expansion plans, and to successfully
launch and implement various projects and business plans;

) Our ability to complete our NCE and NDDS programs and obtain regulatory approvals for launch of our
products in a timely manner;

. Fluctuations in operating costs and impact on the financial results;

. Our ability to renew our agreements or arrangement with the CROs of favourable terms;

. Our ability to attract and retain qualified personnel;

. Our ability to retain our existing clients;

Our ability to successfully bring in a new molecule or develop a commercially viable Drug Candidate;
Our ability to sussessfully commercialise a Drug Candidate

Our ability to obtain and renew licenses and approvals required for our business;

Changes in laws and regulations relating to the industry in which we operate;

Changes in government policies and regulatory actions that apply to or affect our business;

Changes in political, economic, social conditions in India, the monetary policies of India and other
countries, inflation, deflation, unanticipated turbulence in interest rates, equity prices or other rates or
prices;

General economic and business conditions in the markets in which we operate;

Increasing competition in or other factors affecting the industry;

Changes in the value of the Rupee and other currency changes;

Changes in the foreign exchange control regulations in India;

The performance of the financial markets in India and globally; and

Our ability to manage risks that arise from these factors.

For a further discussion of factors that could cause our actual results to differ, please see the sections “Risk
Factors” on page 10. By their nature, certain market risk disclosures are only estimates and could be materially
different from what actually occurs in the future. As a result, actual future gains or losses could materially differ
from those that have been estimated.

The forward-looking statements contained in this Draft Letter of Offer are based on the beliefs of management,
as well as the assumptions made by, and information currently available to, management of our Company.
Whilst our Company believes that the expectations reflected in such forward-looking statements are reasonable
at this time, it cannot assure investors that such expectations will prove to be correct. Given these uncertainties,
Investors are cautioned not to place undue reliance on such forward-looking statements.Neither we nor the Lead
Managers nor any of their respective affiliates employees or directors make any representation, warranty or
prediction that the results anticipated by such forward-looking statements will be achieved, and such forward-
looking statements represent, in each case, only one of many possible scenarios and should not be viewed as the
most likely or standard scenario. Neither we nor the Lead Managers nor any of their respective affiliates or
employees or directors have any obligation to update or otherwise revise any statements reflecting
circumstances arising after the date hereof or to reflect the occurrence of underlying events, even if the
underlying assumptions do not come to fruition. In accordance with SEBI/ Stock Exchanges requirements, our
Company and the Lead Managers will ensure that Investors in India are informed of material developments until
the time of the grant of listing and trading permissions by the Stock Exchanges for the Equity Shares allotted
pursuant to this Issue.



SECTION Il - RISK FACTORS

An investment in our Equity Shares involves a degree of risk. You should consider all information in the Draft
Letter of Offer, including the risks and uncertainties described below, before making an investment in our
Equity Shares. Investors should carefully consider all the information contained in the section titled “Financial
Information”on page 82 for the information related to the financial performance of our Company. If any of the
following risks or any of the risks and uncertainties discussed in the Draft Letter of Offer or other risks that are
not currently known or are now deemed immaterial, actually occur, our business, cash flow, financial condition
and results of operations could suffer, the trading price of our Equity Shares could decline and you may lose all
or part of your investment.

The risk set out in the Draft Letter of Offer may not be exhaustive and additional risk and uncertainties not
presently known to us, or which may arise or may become material in the future. Further, some events may have
a material impact from a qualitative perspective rather than a quantitative perspective and may be material
collectively rather than individually. Investors are advised to read the risk factors carefully before taking an
investment decision in this offering. Before making an investment decision, investors must rely on their own
examination of the offer and us.

Unless specified or quantified in the relevant risk factors below, we are not in a position to quantify the
financial or other implication of any of the risks described in this section.

INTERNAL RISK FACTOR

1. The clinical trials involving the 1 NCE and 4 NDDS projects, for which Issue Proceeds amounting
to¥ 19,615.11 lakhs will be deployed, may not yield successful results

We are an innovative pharmaceutical research and development company focusing on developing new
proprietary drugs through two pathways namely; NDDS and NCEs. The process of discovery of novel
drug delivery system (“NDDS”) and / or new chemical entities (“NCE”) are dependent on various
steps and each step in the new drug discovery process is dependent on the success of the prior step; the
overall success of the NDDS and / or NCE process is dependent on the success of each of the steps
carried out in the process. Clinical trial is one of the important steps in the process of NCEs and
NDDSs. In the event any of the steps in discovery including clinical trial of the NDDS and / or NCE
fails due to any reason, the particular NDDS/NCE program may not obtain regulatory approval for
commercialization; or there could be delay in approval or management may decide to terminate the
program if it becomes economically unviable to do further research. Thus there is no guarantee that, the
1 NCE and 4 NDDS projects in which the Issue Proceeds amounting to ¥ 19,615.11 lakhs will be
deployed, will be successful and yield results.

2. We depend on a limited number of CROs for conducting clinical trials. Our inability to renew our
agreements / arrangements with such CROs on terms acceptable to us or at all could adversely affect
our business, results of operations and future prospects. Further, any future conflicts with such
CROs may also adversely affect our business, results of operations and future prospects.

We depend on a limited number of CROs for conducting clinical trials. We cannot assure you that we
will be able to renew our agreements with the CROs on commercially acceptable terms or at all. In the
event our existing agreements are terminated, we will be required to re-negotiate the terms of
agreements with the existing CROs or new CROs for clinical trials and we cannot assure that the new
arrangements will be on commercially acceptable terms. In the event we are unable to enter into new
agreements, or renew or extend the term of the existing agreements with the CROs on terms acceptable
to us or at all, our business, results of operations and future prospects could be adversely be affected.

While we have long standing relationships with the CROs, we are unable to assure you that these
relationships shall continue without any conflict. In the event any conflict arises, which cannot be
settled between the parties, our business, results of operations and cash flows could be adversely
affected. We are also unable to assure you that we shall be able to identify alternate CROs in a timely
and cost effective manner, or at all, which could also adversely affect our business, results of
operations and future prospects.
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Substantial part of our revenue is generated from transactions with our related party entities namely
Sun Pharmaceutical Industries Limited and its subsidiaries. Our inability to sustain historical levels
of business from these related party entities may adversely affect our business, financial condition,
results of operations and profitability.

99.37% and 99.71% of our Company’s total revenues from operations in Fiscal 2014 and Fiscal 2015
respectively is generated from our Company’s transactions with Sun Pharmaceutical Industries Limited
and/or its subsidiaries. Following are the details of the total revenues from operations with related party
entities and others:

Fiscal 2014 Fiscal 2015
Particulars Amount % Amount %
(% in lakhs) (% in lakhs)

Sun Pharma Global FZE 12,949.72  7753%  12,474.08 80.10%
Sun Pharma Laboratories Limited 3,571.78 21.38% 1,562.56 10.03%
Sun Pharmaceutical Industries Limited 76.28 0.46% 1,491.86 9.58%
Total revenue from operations with 16,597.78  99.37% 15,528.50 99.71%
related parties
Revenue from operations with other parties 105.19 0.63% 45.25 0.29%
Total revenue from operations 16,702.97 100.00% 15,573.75 100.00%

The revenue earned from these related party entities is likely to vary from year to year. Any loss of
these clients, may adversely impact our business, revenues and profitability. Further, in the past, we
have not commercialized any of our NCE and NDDS programs through any client other than Sun
Pharmaceutical Industries Limited and/or its subsidiaries. We cannot assure you that we will be able to
maintain the historical levels of business from these clients. Our inability to sustain historical levels of
business from these clients may adversely affect our business, financial condition, results of operations
and profitability.

There are criminal proceedings pending against our Promoter and two Directors. Any adverse
outcome in the proceedings of this case could affect our Promoter and two Directors and as a result,
it could affect our reputation, business, results of operations and financial condition.

There are criminal proceedings pending against our Promoter and two Directors. The details of the
same are hereunder.

The State of Gujarat and Regional Officer of the Gujarat Pollution Control Board, Bharuch have filed a
criminal complaint against SPIL, Mr. Dilip Shanghvi (our Promoter), Mr. Sudhir Valia and Mr.
Mohanchand Dadha in their capacity as directors of that Company (collectively referred to as
“Respondents”) before the Judicial Magistrate First Class, Vagra, Bharuch alleging that the
Respondents have undertaken certain constructions without obtaining the requisite prior approvals
thereby contravening the provisions of the Environment (Protection) Act, 1986 and the Notification
S.0. 1533 (E) in the 2006 EIA Notification. Though Respondents have filed an application for
quashing the above criminal complaint, the matter is currently pending. No assurance can be given that
this case will be settled in favour of our Promoter and the relevant Directors or that no further liability
will arise out of this claim.

The Vadodara Municipal Corporation has filed a criminal complaint against SPIL, our group entity,
Mr. Dilip Shanghvi our Promoter, Mr. Sudhir Valia and Mr. S. Mohanchand Dadha, our directors and
others before the VVadodara Court for alleged non payment of octroi duty along with the penalty. The
amount involved is ¥ 21.84 million. The matter is currently pending.

The Vadodara Municipal Corporation has filed a complaint bearing number CC No 4555 of 2003
before the Additional Chief Judicial Magistrate, VVadodara against our Company, SPIL (our group
entity) and its Directors alleging offence under section 398 and 402 of the Bombay Provincial
Municipal Corporation Act and rule 22 and 34 of the Vadodara Octroi Rules alleging non payment of
Octroi. The matter is pending before the Court as all accused have not been served with the summons.

No assurance can be given that this case will be settled in favour of our Promoter and the relevant
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Directors or that no further liability will arise out of these claims. An adverse outcome in this case
could have a material adverse effect on our Promoter and relevant Directors and thereby may affect the
reputation of our Promoter, relevant Directors and our Company.

Restrictive or penal order may be passed against certain entities of Promoter Group & Group
Companies and some of the Directors of Group Companies by SEBI in an ongoing investigation that
could restrict, stop or hamper their operations or services, or a part thereof, or levy penalties in
connection therewith, which may in turn adversely affect our reputation and consequently may
affect our business, financial condition and profitability, and our results of operations.

SEBI had issued summons to produce documents and information, to certain entities of Promoter
Group and Group Companies and some of the Directors of Group Companies (including some of our
Directors), in relation to certain trading activities in the scrip of erstwhile Ranbaxy Laboratories
Limited around the time when the scheme of arrangement between Ranbaxy Laboratories Limited and
Sun Pharmaceutical Industries Limited was announced. While the respective entities have provided
their responses along with the information requested by SEBI, we cannot assure that the enquiry by
SEBI will not result in issuance of a show cause notice to these entities and/or any other proceedings
under the applicable provisions. Any adverse order arising from such show cause notice if received
and/or legal action if initiated by SEBI against these entities may affect our reputation and
consequently may affect our business and financial condition, and our results of operations.

There are legal proceedings currently outstanding involving our Company. Any adverse decision
may render us liable to liabilities/penalties and may adversely affect our business, results of
operations and profitability.

Our Company is involved in certain legal proceedings and claims in relation to taxation incidental to
our business and operations. These legal proceedings are pending at different levels of adjudication
before various courts and tribunals. Any adverse decision may render us liable to liabilities/penalties
and may adversely affect our business, results of operations and profitability. A summary of material
legal and other proceedings involving our Company is given in the following table:

Amount to the extent

Type of Proceedings Number of cases quantifiable  in lakhs)

Cases filed against our Company

Tax Proceedings 4 1,812.11
Indirect Tax 1 Not Ascertainable
Total 5 1,812.11

For further details please see to the section “Outstanding Litigations and Defaults” on page 117.

We have in the past entered into related party transactions and we may continue to do so in the
future. In the event, contracts or arrangements with related parties are not approved by the Board of
Directors and the shareholders of the Company, as the case may be, our Company’s ability to enter
into such contracts and / or arrangements may be impaired, which may have an adverse effect on
our business, results of operations and financial condition.

We have in the past entered into significant transactions with certain entities promoted / and or
controlled by our Promoter and other related parties. Disclosure with respect to AS-18 on related party
disclsoures, for Fiscal 2014 and Fiscal 2015 are as follows:

March 31, March 31,
Particulars 2014 2015

<in Lakhs <in Lakhs

Sun Pharmaceutical Industries Ltd

Sale of Services - License Fees / Royalty on Technology / R&D 76.28 1,491.86
Services
Purchase of Goods 167.22 154.75
Rent Paid 12.12 12.12
Interest Expenses 537.70 -
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March 31, March 31,
Particulars 2014 2015
<in Lakhs <in Lakhs

Receiving of Research and Development Services - 1,653.31

Reimbursement of Expenses 392.48 551.65

Reimbursement of Expenses incurred 52.37 2.63

Loans Received 3,110.00 -

Loans Repaid 10,494.10 -

Outstanding Balance Payable 608.48 224.28
Sun Pharma Laboratories Ltd

Sale of Services - License Fees / Royalty on Technology 3,671.78 1,562.56

Purchase of Goods 4.34 0.32

Reimbursement of Expenses incurred - 0.03

Outstanding Balance Receivable 854.51 315.13
Sun Pharma Global FZE

Sale of Products - Technology / Know-how 2,622.57 245.98

Sale of Services - License Fees / Royalty on Technology 10,327.15 12,228.10

Outstanding Balance Receivable 1,908.88 1,658.48
Sun Pharmaceutical Industries Inc.

Reimbursement of Expenses 3.02 326.93

Purchase of Goods / Product Development charges 44.13 -

Outstanding Balance Payable 45.23 317.59
Taro Pharmaceuticals Inc.

Purchase of Goods 3.60 0.41

Outstanding Balance Payable 3.60 0.41
Alfa Infraprop Pvt. Ltd.

Sale of Vehicle - 4.04
Remuneration to Key Managerial Personnel

Remuneration - Wholetime Director 341.27 21.84

Interest on Salary Advances 0.28 -

Outstanding Balance - Remuneration Payable - Wholetime 59.40 -

Director

Further, pursuant to the Companies Act, 2013, all related party transactions require the consent of the
Board of Directors of the Company and in certain cases the approval of the shareholders. For further
details of the related party transactions, see the section “Financial Information” on page 82.
Additionally the revised clause 49 of the Equity Listing Agreement also requires all new material
related party contracts or arrangements and all existing material related party contracts or
arrangements, which are likely to continue beyond March 31, 2015 should be placed for approval
before the shareholders of the Company. In the event, contracts or arrangements with related parties are
not approved by the Board of Directors and the shareholders of the Company, as the case may be,
Company’s ability to enter into such contracts and / or arrangements may be impaired, which may have
an adverse effect on our business, results of operations and financial condition.

Furthermore, it is likely that we may enter into related party transactions in the future as well. While we
believe that all such transactions have been / would be conducted on an arm’s length basis, there can be
no assurance that we might not have achieved / may not achieve more favourable terms had such
transactions not been entered into/may enter into with related parties. There can be no assurance that
such transactions, individually or in the aggregate, will not have an adverse effect on our business,
results of operations and financial condition.

Some of our Group Companies are engaged in businesses / industries in which our Company
operates and are in a similar line of business or could offer services that are related to the business
of our Company. This may be a potential source of conflict of interest for us and which may have an
adverse effect on our operations.

We are part of a diversified pharmaceutical group which has grown organically and inorganically over
a period of time. There are a number of companies in the group which are engaged/may be engaged in
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the similar line of business or offer services that are related to the business of our Company.

Some of our Group Companies including SPIL, Sun Pharma Global FZE, Sun Pharmaceutical
Industries Inc, Sun Pharma Laboratories Limited, SPARC Bio-Research Private Limited, Taro
Pharmaceutical Industries Limited, Taro Pharmaceuticals Canada Ltd, Taro International Limited and
Ranbaxy Malaysia Sdn Bhd, Terapia SA, Ohm Laboratories Inc. are engaged in similar businesses
similar to that of our Company i.e. of Pharmaceutical Research & Development. This may be a
potential source of conflict of interest for our Company and may have an adverse effect on our
operations. Further there is no assurance that a conflict of interest may not occur between our business
and the business of our Group Companies in the future, or that we will be able to suitably resolve such
a conflict without an adverse effect on our business or operations.

We have in the past altered the objects of the issue. Due to inherent unpredictability in the Research
and Development activities we may alter the object of this Issue.

In October 2012, our Company had issued 29,588,056 Equity Shares of a face value of ¥ 1.00 each
aggregating to ¥ 19,824.00 lakhs to the equity shareholders on rights basis (“Rights Issue 2012”). The
aforesaid amount was raised for funding the pharmaceutical research and development activities -
clinical trials; repayment of identified loan facilities availed from Group Entities; and General
Corporate purposes.

However, due to the inherent unpredictability in clinical trial results and in the best interests of the
Company and its members, our Company passed a special resolution dated May 11, 2013 through
Postal Ballot to include the utilisation of the issue proceeds for the purpose of carrying out clinical
trials on projects such as S0597 nasal, latanoprost plus timolol combination eye drops, and dry powder
inhaler in addition to the clinical trial projects as stated in the Letter of Offer and subsequently, vide
another special resolution dated July 30 2013 passed through Postal Ballot approved to vary the
utilization of proceeds to any Research and Development activities/expenses, including incidental,
ancillary and/or support activities.

Out of the proceeds of the Rights Issue 2012, as on June 30, 2015 we have fully utilized the funds
raised through the Rights Issue 2012. For further details of the utilization of the funds raised through
the Rights Issue 2012, see the chapter “Material Developments” on page 113.

Similarly, due to the inherent unpredictability in clinical trial results, our Company may have to alter
the object of this Issue, in accordance with the provisions of the Companies Act 2013 and other
applicable laws. Further in pursuance to Section 27 of the Companies Act, 2013, our Company shall
not vary the objects, unless authorised by our shareholders in a general meeting by way of a special
resolution. Additionally, the notice in respect of such resolution issued to the shareholders shall contain
details as prescribed under the Companies Act, 2013 and such details of the notice, clearly indicating
the justification for such variation, shall also be published in one English and one vernacular newspaper
in the city where the registered office of our Company is situated, as per the Companies Act, 2013 and
the rules framed there under. Further pursuant to the Companies Act, 2013, our Promoter or controlling
shareholders will be required to provide an exit opportunity to the Shareholders who do not agree to
such proposal to vary the objects, in accordance with the AoA, and as may otherwise be prescribed by
SEBI.

Our Promoter, Promoter Group entities and our Company may be penalized for not being in
compliance with applicable laws which could materially and adversely affect our reputation and
goodwill

There has been no penalty imposed on our Promoter by any regulator or statutory authority in India.
However, on August 27, 2014, Virtuous Share Investments Pvt Ltd., one of our Promoter Group
entities was penalized by SEBI for ¥ 3 lakhs for violation of the provisions of Regulation 13(1) of
SEBI (Prohibition of Insider Trading) Regulations, 1992. In the future too if any such penalty is
imposed on our Company, our Promoter, or any of its Promoter Group entities our reputation and
goodwill may be adversely affected.

The cost of bringing a new molecule to the market is very high and sufficient risk capital may not be
available. In case our Company is unable to obtain additional funding to support our operations as
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and when required, we may be required to reduce our research and development activities or curtail
our operations thereby affecting our prospects, business and financial condition adversely.

Our Company has expended substantial funds to discover and develop our Drug Candidates in the past
and additional substantial funds will be required for further development, including pre-clinical testing
and clinical trials of any product candidates we develop. Due to uncertainity around successful
development of our products, we are unable to precisely estimate the actual funds we will require to
develop them. The actual amount and timing of our future capital requirements may differ from
estimates as a result of, among other things, unforeseen delays or cost overruns in developing our
products, changes in business plans due to prevailing economic conditions, unanticipated expenses and
regulatory changes. To the extent our planned expenditure requirements exceed our available resources
or there is an increase in our planned pharmaceutical research and development activities, we will be
required to seek additional debt or equity financing. Additional debt financing could increase our
interest costs and require us to comply with additional restrictive covenants in our financing
agreements. Additional equity financing could dilute our earnings per Equity Share and your interest in
the Company, and could adversely impact our Equity Share price.

Our ability to obtain additional financing when needed and on favorable terms, if at all, will depend on
a number of factors, including our future financial condition, results of operations and cash flows, the
amount and terms of our existing indebtedness, general market conditions and market conditions for
financing activities and the economic, political and other conditions in the markets where we operate.

We cannot assure you that we will be able to raise additional financing on acceptable terms in a timely
manner or at all. Our failure to renew arrangements for existing funding or to obtain additional
financing on acceptable terms and in a timely manner, may require us to reduce our research and
development activities or curtail our operations thereby affecting our prospects, business and financial
condition adversely.

The success of the new drug discovery (NCE) and NDDS is dependent on various steps carried out
in the process of drug discovery, which may or may not be in control of the Company. In the event,
the NCE and NDDS projects of the Company fail at any step, our business, operating results and
future prospects will adversely affected.

The process of new drug discovery and NDDS technology is dependent on various steps. Every step in
the process is dependent on the success of the prior step. At any point in time due to either failure of a
particular step or commercial unviability of the new drug the research and development activities
related to the new drug discovery process may be suspended or discontinued. The success of the new
drug discovery depends on internal and external factors, the important ones being, government
policies, laws, rules and regulations affecting the business or industry in which we operate, human
resources with expertise in the strategic therapy area, early decision making, commercial viability,
differences in the responses observed in animal/human models vis-a-vis responses in patient
population, national policies, infrastructure both in terms of internal and external e.g. clinical trial set
up, approvals/delay in approval by ethics committees, site selection, patient recruitment rate during
clinical trials, etc, efficacy and safety outcomes in clinical trials, changing treatment landscape,
additional data requirement by regulatory authorities after New Drug Application (“NDA”)
submissions. Similarly, the success of the NDDS technology depends on various external as well
internal factors, being, government policies, laws, rules and regulations affecting our business or the
industry in which we operate, commercial viability, formulation development and optimization,
establishing bio-equivalence, scale up challenges, infrastructure both in terms of internal and external
e.g. clinical trial set up, approvals/delay in approval by ethics committees, site selection, patient
recruitment rate during clinical trials, etc, efficacy and safety outcomes in clinical trials, changing
treatment landscape, safety and efficacy associated with the formulation. Any failure at any of the
stages of the process may entail rescheduling or revising the planned expenditure and funding
requirements, including the expenditure for a particular purpose. In the event, the NCE and NDDS
projects of the Company fail at any step, our business, operating results and future prospects will be
adversely affected.

Our clinical trials create a risk of liability and increased regulations, which may have an adverse
impact on our business and results of operations.
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Clinical services involve the testing of new drugs, biologics and devices on animal and human
volunteers. This testing creates risks of liability for personal injury, sickness or death of patients
resulting from their participation in the study and trials. These risks include, unforeseen adverse side
effects, improper application or administration of a new drug, biologic, or device, and the professional
malpractice of medical care providers.

Some of our volunteer patients may be seriously ill or be at heightened risk of future illness or death.
We could be held liable for errors or omissions in connection with the trials conducted by the CROs we
engage, in relation to the clinical trials including, but not limited to, adverse reactions to the
administration of drugs. We may be held liable for injury or loss of life or damage to any body organ of
any volunteer/ patient on account of any clinical trial conducted by the CROs we engage. We may be
required to pay substantial damages or incur legal costs in connection with defending any claims
arising out of injury or loss of life or damage to any body organ of any volunteer/ patient on account of
any clinical trial conducted by us. The insurance taken by us may not be sufficient to cover damages in
case of loss of life, injury to body organs, etc. If we are required to pay damages or bear the costs of
defending any claim for loss of life or damage to any body organ of any volunteer/ patient on account
of any clinical trial that is beyond the level of any insurance coverage, our business and results of
operations may be adversely impacted.

In addition, regulatory agencies may introduce newer stricter regulations that prevent or restrict clinical
studies and trials. Our clinical studies and trials may also be the focus of negative attention from special
interest groups that oppose clinical trials on ethical grounds. Any inability to conduct clinical trials
would have a material adverse effect on our business and results of operations.

If our research and development efforts do not succeed, this may hinder the introduction of new
products, which could adversely affect our business, prospects and results of operations

In order to remain competitive, we must develop, test and manufacture new products, which meet the
regulatory standards and receive requisite regulatory approvals. To accomplish this, we commit
substantial effort, funds and other resources towards research and development. Our ongoing
investments in new product launches and research and development for future products could result in
higher costs without a proportionate increase in revenues. The research and development, both for
NDDS and NCE can have varying time frames. Delays in any part of the process or our inability to
obtain necessary regulatory approvals for our research and development related activities or our
products or failure of a product to be successful at any stage and therefore not reaching the market
could adversely affect our goodwill and affect our operating results. We may or may not be able to take
our research and development innovations through the different testing stages without repeating our
research and development efforts or incurring additional amounts towards such research. Additionally,
our competitors may commercialize similar products before us. If our research and development efforts
do not succeed, it may hinder the introduction of new products, which could adversely affect our
business, prospects and results of operations.

Our Company may not be able to commercialize the product or receive royalty or milestone based
revenues unless a commercially viable Drug Candidate is invented. The royalty or milestone revenue
earned by our Company may not be in consonance with the expenses incurred to develop such drug.

Our results of operations will depend upon our ability to successfully develop and licence
pharmaceutical NCEs / NDDS programs. We should develop, test and manufacture new products,
which meet the regulatory standards and receive requisite regulatory approvals. The decisions by
regulatory authorities on whether and when to approve our drug applications, the speed with which
regulatory authorizations are received, pricing approvals, product launches and competitive
developments could affect the availability or commercial potential of our products. The drug
development and commercialisation process is time consuming, expensive and uncertain. If we do not
successfully licence/commercialise our products under development, or if our licensing/
commercialisation is delayed, it may adversely affect our operating results. Since pharmaceutical
research and development entails a high risk of failure and/or delay, our Company may not receive
sufficient or any royalty or milestone based revenues for several years. Additionally, the royalty or
milestone based revenue earned by our Company may not be commensurate with the expenses incurred
to develop the drug or to smoothly conduct our research operations. Further the customers with whom
we enter into agreement of commercialization typically determines the price and if such price is set
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high, we may be adversely affected. Further more, we may not be successful in entering into licensing
agreements on favorable terms, including upfront, milestone, royalty and/or license payments, as a
result of factors which may be outside of our control. These factors include:

. creating valuable proprietary drugs targeting potential market opportunities;

. the success or failure, and timing, of pre-clinical and clinical trials for our proprietary
programs;

. competitors developing similar product

If we are unable to enter into licensing agreements and do not realize milestone based revenues and/or
upfront fees when anticipated, our liquidity and our ability to continue with research operations on
other products may be hampered or delayed, which in turn may adversely affect our business.

Our Company has de-prioritised and / or dropped certain NCE and NDDS programs in the past and
may further choose not to commercialize a Drug Candidate at any time during development, which
would have an adverse effect on our financial condition and profitability.

Our Company has de-prioritised and / or dropped certain NCE and NDDS programs in the past and
may further choose not to commercialize a Drug Candidate at any time during development. Further,
we may de-prioritise a Drug Candidate in a certain geography. Certain of the de-prioritised and / or
dropped NCE and NDDS programs in the past are listed below:

Sr. No. Program Product
1 NDDS Venlafaxine ER 300mg
2 NCE SUN 1334H Anti Allergic (Oral Tablets)
3 NCE SUN 1334H Anti Allergic (Ophthalmic Solution)
4 NCE SUN 597 (Nasal / Inhalation)
7 NCE SUN B09
8 NCE SUN G44
9 NCE SUN L731"
11 NDDS Baclofen GRS alcoholism in EU

* De-prioritised for USA and Europe.

In case we suspend, terminate or de-prioritise a program in which our Company has deployed
significant resources, we will not be able to receive any return on such deplyment of funds, thereby
missing the opportunity to have allocated those resources to other potential productive uses. As a result,
our business, financial condition, results of operations and profitability could be adversely affected.

We require certain approvals and licenses in the ordinary course of our business and are required to
comply with certain rules and regulations to operate our business, and the failure to obtain or retain
or renew such approvals and licences or comply with such rules and regulations, in a timely manner
or at all may adversely affect our our business, financial condition and results of operations.

Our business is subject to extensive government regulation and we require certain approvals, licenses,
registrations and permissions for operating our business, some of which may have expired and for
which we may have either made or are in the process of making an application for obtaining the
approval or its renewal. In addition, we may not be in compliance with certain conditions prescribed by
such approvals or licences. For further information, see section “Government and Other Statutory
Approvals” on page 119. There can be no assurance that the licenses, permits and approvals from third
parties required for the operation of our facilities or facilities operated by the CROs we engage for our
projects will be issued or granted in a timely manner or at all to allow the uninterrupted operations of
the facilities. If we fail to obtain or retain any of these approvals or licenses, or renewals thereof, in a
timely manner, may adversely affect the continuity of our business and may hinder our operations in
the future. Further, these approvals and licenses could be subject to several conditions, and we cannot
assure you that we would be able to continuously meet such conditions or be able to prove compliance
with such conditions to the statutory authorities, and this may lead to cancellation, revocation or
suspension of relevant approvals or licenses, which may result in the interruption of our operations and
may adversely affect our business, financial condition and results of operations.
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The drug research and development industry is highly competitive. If our competitors succeed in
developing products that are more effective, more popular or cheaper than any product we may
develop, our business and financial results may be adversely affected.

The pharmaceutical industry is characterized by rapid and continuous technological innovation. We
compete globally with some companies that offer broader range of capabilities and have better access
to resources than we have. Our products face intense competition from products commercialized or
under development by competitors in all of our therapeutic areas. We compete with local companies,
multi-national corporations and companies from the rest of the world. Many of our competitors may
have greater financial, manufacturing, research and development, marketing and other resources, more
experienced in obtaining regulatory approvals, greater geographic reach, broader product ranges and
stronger sales forces than we have. Further, we and our CROs also face competition with other clinical
trial organisations for eligible patients.Our competitors may succeed in developing products that are
more effective, more popular or cheaper as compared to the products developed by us, which may
render our products obsolete or uncompetitive and adversely affect our business and financial results.
Further development of a competitive product may also adversely affect our milestone based revenues
and royalty income. If our competitors gain significant market share at our expense, particularly in the
therapeutic areas in which we are focused such as oncology, ophthalmology, dermatology, respiratory
and CNS program, our business, results of operations and financial condition could be adversely
affected.

There is a matter of emphasis in the auditors’ report of our Company in the audited financial
statements for Fiscal 2015. Further the Companies (Auditor's Report) Order, 2003 (“CARO”) for
the Fiscal 2015 contains certain auditors’ remarks. Further there is an auditors’ remarks in the
review report accompanying the statement of unaudited financial results of our Company for the
three months ended June 30, 2015

There is a matter of emphasis in the auditors’ report of our Company in the audited financial statements
for Fiscal 2015. The details of which are as under:

Emphasis of Matter for Fiscal 2015:

“We draw attention to Note 42 to the financial statements relating to managerial remuneration paid
which is in excess of the limits approved by the Central Government to the extent of Rs. 214.45 lakhs
(for the year Rs.14.79 lakhs). In this regard, the Company has made further representations to the
Central Government, the response in respect of which is awaited. Our opinion is not modified in
respect of this matter.”

Note 42 to the financial statements:

“The managerial remuneration paid to the extent of £199.66 Lakhs during the financial year 2013-14
and ¥14.79 Lakhs during the financial year 2014-15 is in excess of the limits approved by the Central
Government. In this regard, the Company has made further representations to the Central Government
providing the rationale for the remuneration, the response in respect of which is awaited. In case the
requisite approval is not received from the Central Government, the excess remuneration paid would
be recovered from the Whole-time Director.”

Auditors’ remarks in the CARO for Fiscal 2015:

“The accumulated losses i.e. deficit in the Statement of Profit and Loss of the Company at the end of
the financial year are not less than fifty percent of its net worth and the Company has incurred cash
losses during the current financial year but has not incurred any cash loss during the immediately
preceding financial year.”

Auditors’ remarks in the review report accompanying the statement of unaudited financial results of
our Company for the three months ended June 30, 2015:

“Managerial remuneration paid is in excess of the limits approved by the Central Government to the
extent of &Nil for the quarter ended June 30, 2015 (¥214.45 Lakhs upto June 30, 2015). In this regard,
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we have been informed by the Management of the Company that they have made further
representations to the Central Government, the response in respect of which is awaited.

Our report is not qualified in respect of this matter. ”

For further details in relation to the Auditors’ remark in the CARO and the Emphasis of Matter for
Fiscal 2015, see section titled “Financial Information” on page 82. For further details in relation to the
Auditors’ remarks in the review report accompanying the statement of unaudited financial results of
our Company for the three months ended June 30, 2015 see chapter titled “Material Developments” on
page 113.

We have a number of contingent liabilities, and our profitability could be adversely affected if any of
these contingent liabilities materialise

As of March 31, 2015, our contingent liabilities that have not been provided for are as set out below:

(% in lakhs)
Particulars As at March 31, 2014 As at March 31, 2015

a) Guarantees given by the bankers against 430.20 201.17
License Scheme

b)Disputed demands by Income Tax - 1,812.11
Authorities

c¢) Disputed demands by Sales Tax - 51.15
Authorities

Amount paid under protest is classified under - 6.30

short term loans & advances

Our contingent liabilities may become actual liabilities. In the event that any of our contingent
liabilities materialize, our business, financial condition and results of operations may be adversely
affected. Furthermore, there can be no assurance that we will not incur similar or increased levels of
contingent liabilities in the current fiscal year or in the future. For further details, see section,
“Financial Information” on page 82.

Our Company has incurred losses in the Fiscal 2015. Any future financial losses may be perceived
adversely by external parties such as customers, bankers, and suppliers, which may affect our
reputation and business operations.

Our Company has incurred losses in Fiscal 2015 amounting to ¥ 3,952.00 lakhs. Further, our Company
has also incurred cash losses during Fiscal 2015. Our Company’s financial position may accordingly be
perceived adversely by external parties such as customers, bankers, and suppliers, which may affect our
reputation and business operations. For further details see section “Financial Information” on page 82.

Our Company has had negative cash flows from operating activities and from financing activities in
the past including FY 2015, details of which are given below. Sustained negative cash flow could
impact our growth and business.

We have experienced negative cash flows in past. For the Fiscal 2015, we had a negative cash flow
from operating activities, i.e. net cash flow used in operating activities of ¥ 3,957.59 lakhs and from
financing activities of ¥ 125.94 lakhs. Cash flow of a company is a key indicator to show the extent of
cash generated from the operations of a company to meet capital expenditure, pay dividends, repay
loans and make new investments without raising finance from external resources. If we are not able to
generate sufficient cash flows, it may adversely affect our business and financial operations. For
details, see the section “Financial Information” on page no. 82.

Our Company has been incurring significant expenditure on research and development. We cannot
assure you that we will be able to realise any profits from such expenditure on research and
development in a timely manner, or at all.

Our Company has been incurring significant expenditure on research and development during the last

five years. Details of the research and development expenses, as compared to our turnover, for the last
five fiscals, are as under:
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(<in lakhs)

. Ason March Ason March Ason March Ason March Ason March
Particulars

31, 2015 31, 2014 31, 2013 31, 2012 31, 2011
Capital Expenditure 975.09 260.51 505.01 422.81 515.92
Revenue 19,083.36 13,353.89 10,404.45 9,801.71 6,497.31
Expenditure
Total research and 20,058.45 13,614.40 10,909.46 10,314.52 7,013.99

development
expenditure

Total research and 128.80% 81.50% 125% 356% 120%
development

expenditure as a %

of revenue from

operations

We make significant investments in research and development of new products, which may result in
significant cost with no assurances of future revenues or profits. The time from commencing research
and development activity to a possible licensing of a product involves multiple stages during which the
product may be abandoned as a result of factors such as developmental problems, the inability to
achieve clinical goals and the inability to obtain necessary regulatory approvals in a timely manner or
at all. Our products currently under development, if and when fully developed and tested, may not
perform as we expect.

We expect to continue to make substantial expenditures in the future too in relation to research and
development, which may result in us incurring future losses. We cannot assure you that we will be able
to realise any profits from such proposed projects/programs in a timely manner, or at all. I1f we continue
to incur substantial expenditures on research and development in the future too, we may be unable to
achieve or sustain our profitability, materially and adversely affecting our business and prospects.

We are dependent on clinical trials being conducted by CROs, who in turn work with multiple
investigators and investigator sites.

Our Company usually outsources conducting of clinical trials to CROs, who in turn work with multiple
investigators and investigator sites i.e. doctors and hospitals. We are highly dependent on these CROs,
investigators and investigator sites for conducting trials to evaluate the performance i.e. safety and
efficacy of our drugs and the observations obtained from these studies form the basis of our decision to
license the same. In the event their observations from these studies are inaccurate our decision on
licensing may not be commercially viable, which may have an adverse effect on our business.

Our Drug Candidates in both NCEs and NDDS platforms are at various stages of development and
we may not successfully develop or there may be a delay in the Drug Candidate becoming
commercially viable. If our licensing /commercialisation is delayed this may harm our operating
results. If we are unable to successfully develop and licence or commercialise our new Drug
Candidate products or if our licensing /commercialisation is delayed, our business, results of
operation and financial condition may be adversely affected.

Our future results of operations will depend upon our ability to successfully develop and licence
pharmaceutical products/drug delivery systems. The drug discovery and development process is highly
uncertain and we may not be successful in developing a Drug Candidate that ultimately leads to a
commercially viable drug. Promising results in preclinical development or early clinical trials may not
be indicative of the results which may be obtained in later clinical trials.

Pharmaceutical companies experience significant setbacks in advanced clinical trials, even after
obtaining promising results in earlier preclinical and clinical trials. At any time the USFDA or any
other regulatory authority may place a clinical trial on hold, or temporarily or permanently stop the
trial, for a variety of reasons, principally for safety concerns. We may experience numerous unforeseen
events during, or as a result of, the clinical development process that could delay or prevent our Drug
Candidates from being approved, including, failure to achieve clinical trial results that indicate a
candidate is effective in treating a specified condition or illness in humans, presence of harmful side
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effects, determination by the USFDA or any regulatory authority that the submitted data do not satisfy
the criteria for approval, lack of commercial viability of the drug, failure to acquire, on reasonable
terms, intellectual property rights necessary for commercialization; and development of newer
therapeutics that are more effective.

If we are unable to successfully develop and licence or commercialise our new Drug Candidate
products or if our licensing /commercialisation is delayed, our business, results of operation and
financial condition may be adversely affected.

If our drug discovery and development programs do not progress as anticipated, it may adversely
affect our revenue, business, operating results and financial condition.

We estimate the timing of various preclinical, clinical, regulatory and other milestones for planning
purposes, including when a Drug Candidate is expected to enter clinical trials, when a clinical trial will
be completed, when and if additional clinical trials will commence, or when an application for
regulatory approval will be filed. We base our estimates on facts that are currently known to us and on
a variety of assumptions that may prove incorrect, many of which are beyond our control. In addition,
in preparing these estimates we rely on the timeliness and accuracy of information and estimates
reported or provided to us by our CROs.

Further, delays in the commencement or completion of clinical testing of our products could
significantly affect our product development costs and our ability to generate revenue from these
products, including programs that we have out-licensed. We do not know whether planned clinical
trials will begin on time or be completed on schedule, if at all. The commencement and completion of
clinical trials can be delayed for a number of reasons, including delays related to the ability of our
Company or our licensors/CROs to do the following:

. obtain regulatory approval to commence a clinical trial;

. reach agreement on acceptable terms with prospective drug manufacturers, CROs and trial
sites;

. selection of CROs, trial sites and where necessary, contract manufacturers;

. manufacture sufficient quantities of a product candidate for use in clinical trials;

. obtain approvals of the Institutional Review Board (“IRB”) in USA for clinical trials in the
USA and approval to conduct a clinical trial at a prospective site;

. recruit and enroll patients to participate in clinical trials, which can be impacted by many

factors outside our and /or our CRO’s control, including but not limited to competition from
other clinical trial programs; and

o retain patients who have initiated a clinical trial but may withdraw due to side effects from the
therapy, lack of efficacy or personal issues.

Clinical trials may also be delayed as a result of ambiguous or negative interim results. In addition, a
clinical trial may be suspended or terminated by us or our CROs, the FDA, the IRB overseeing the
clinical trial at issue, any of our clinical trial sites with respect to that site, or other regulatory
authorities due to a number of factors, including:

. failure to conduct the clinical trial in accordance with regulatory requirements (including good
clinical practices (“GCP”) or our clinical protocols;

. inspection of the clinical trial operations, trial sites or manufacturing facility by the FDA or
other regulatory authorities resulting in findings of non-compliance and the imposition of a
clinical hold,;

) unforeseen safety issues or results that do not demonstrate efficacy; and

. lack of adequate funding to continue the clinical trial.

Additionally, changes in regulatory requirements and guidance may occur and we may need to amend
clinical trial protocols to reflect these changes. Amendments may require us to resubmit our clinical
trial protocols to ethics committee or IRBs for re-examination, which may impact the costs, timing or
successful completion of a clinical trial. If we experience delays in completion of, or if we terminate or
suspend, any of our clinical trials, the commercial prospects for our product candidates may be
impaired and our ability to generate product revenues will be delayed and/or reduced. In addition,
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many of the factors that cause, or lead to, a delay in the commencement or completion of clinical trials
may also ultimately lead to the denial of regulatory approval of a product candidate.

If we or our CROs do not achieve milestones when anticipated, we may not achieve our planned
revenue and it may adversely affect our revenue, business, operating results and financial condition. In
addition, any delays in obtaining approvals to market and sell drugs may result in the loss of
competitive advantages in being on the market sooner than, or in advance of, competing products,
which may reduce the value of these products and the potential revenue we receive from the royalties
or milestone payments.

If we fail to successfully conduct clinical trials, we may not be able to receive associated regulatory
approval for the drug program which would adversely affect the timeframe of the drug program
which in turn may have an adverse affect on our product strategies, our business and results of
operations.

Before any of our Drug Candidates can be sold commercially, we have to conduct clinical trials that
demonstrate that the drug is safe and effective for use in humans and for the indications sought. The
results of these clinical trials form the basis of obtaining the regulatory approval from various
governmental / regulatory authorities. Conducting clinical trials is a complex, time-consuming and
expensive process that requires an appropriate number of trial sites and patients to support the product
claims. The time duration, number of trial sites and number of patients required for clinical trials vary
substantially according to their type, complexity, novelty and the Drug Candidate’s intended use and
therefore, we may spend several years for completing certain trials.

Further, the time within which we complete our clinical trials depends on the ability to enroll eligible
patients who meet the enrollment criteria and who are in proximity to the trial sites. As a consequence,
there may be limited availability of eligible patients, which can result in increased development costs,
delays in regulatory approvals and associated delays in Drug Candidates reaching the market. Patients
may also suffer adverse medical events or side effects in the course of our clinical trials that may delay
or prohibit regulatory approval of our Drug Candidates. Even if we or our CROs successfully conduct
clinical trials, we or our CROs may not obtain favorable clinical trial results and may not be able to
obtain regulatory approval on this basis or may not be able to obtain such approval on a timely basis.

Further, we conduct clinical trials in territories outside the India through CROs such as the USA,
Europe and geographies where may have limited experience in conducting clinical trials. Some or all of
these foreign jurisdictions may impose stricter requirements on the clinical trial service providers or on
the contract manufacturers that are more stringent than those imposed by the DCGI, which may delay
the development and approval of our drug candidates.

If we or our CROs are unable to successfully manage the increasing humber, size or complexity of
clinical trials, the clinical trials and corresponding regulatory approvals may be delayed or we or our
CROs may fail to gain approval for our drug candidates altogether which would adversely affect the
timeframe of the drug program which in turn may have an adverse affect on our product strategies, our
business and results of operations.

Drug candidates that we develop with our CROs and intend to commercialise may not receive
regulatory approval or may be withdrawn after approval has been granted. If any of these events
occur it could prevent us from generating revenue from commercialization of the drugs or cause us
to incur significant additional costs which may have an adverse affect on our business.

The development and commercialization of drug candidates is subject to various regulations.
Pharmaceutical products require testing in animals and humans and receipt of regulatory approval prior
to commercialization. It may take several years to complete testing and failure can occur at any stage of
the testing. Results attained in preclinical testing and early clinical trials for any of our drug candidates
may not be indicative of results that are obtained in later studies and significant setbacks in advanced
clinical trials may arise, even after promising results in earlier studies. Clinical trials may not
demonstrate sufficient safety and efficacy to obtain the requisite regulatory approvals or result in
marketable products. Furthermore, data obtained from preclinical and clinical studies are susceptible to
varying interpretations that may delay, limit or prevent regulatory approval. In addition, the
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administration of any drug candidate we develop may produce undesirable side effects or safety issues
that could result in the interruption, delay or suspension of clinical trials, or the failure to obtain FDA
or other regulatory approval for any or all targeted indications. Based on results at any stage of testing,
we or our CROs may decide to repeat or redesign a trial or discontinue development of a drug
candidate.

Approval of a drug candidate as safe and effective for use in humans is never certain and regulatory
agencies may delay or deny approval of drug candidates for commercialization or may seek additional
information not envisaged earlier. These agencies may also delay or deny approval based on additional
government regulation or administrative action, on changes in regulatory policy during the period of
clinical trials in humans and regulatory review or on the availability of alternative treatments. If we or
our customers cannot obtain this approval, we will not realize milestone or royalty payments based on
commercialization goals for these drug candidates. Based on these studies, if a regulatory authority
does not believe that the drug demonstrates a clinical benefit to patients, it could limit the indications
for which a drug may be sold or revoke the drug’s marketing approval. Even if regulatory authorities
approves the drug candidates, the manufacture, labeling, storage, recordkeeping, distribution,
marketing and sale of these drugs will be subject to strict and ongoing regulations.

In addition, identification of certain side effects after a drug is in the market may result in a subsequent
withdrawal of approval, reformulation of a drug, additional preclinical and clinical trials, changes in
labeling or distribution, or our licensees may be required by FDA to develop and implement a risk
evaluation and mitigation strategies to ensure the safe use of our proprietary drug program. Any of
these events could delay or prevent us from generating revenue from the commercialization of these
drugs and cause us to incur significant additional costs which may have an adverse affect on our
business.

Due to our reliance on CROs, investigators and other third parties to conduct our clinical trials, we
are unable to directly control the timing, quality and expense of our clinical trials. Further, our
inability to find a substitute or suitable replacement organization to carry out the clinical trials may
adversely affect our business, results of operations.

We rely primarily on third parties to conduct our clinical trials. As a result, we have had and will
continue to have less control over the conduct of our clinical trials, the timing and completion of the
trials, the required reporting of adverse events and the management of data developed through the trial.
Communicating with outside parties can also be challenging, potentially leading to mistakes as well as
difficulties in coordinating activities. Outside parties may have staffing difficulties, may undergo
changes in priorities or may become financially distressed, adversely affecting their ability to conduct
our trials. We may experience unexpected cost increases that are beyond our control. Problems with the
timeliness or quality of the work of a contract manufacturing or CROs may lead us to seek to terminate
the relationship and use an alternative service provider. We cannot assure you that we will be able to
find a replacement organization that can conduct our trials in the manner, time and cost as desired by
us. In the event we are unable to find a suitable replacement organization in time, or at all, to carry out
the clinical trials, our business, results of operations and future prospects could be adversely be
affected.

If our drug candidates do not gain market acceptance, we may be unable to generate significant
sales, which will have an adverse affect on the our revenue from operations

Even if our drug candidates are approved for sale, they may not be successful in the market. Market
acceptance of any of our drug candidates will depend on a number of factors including but not limited
to, demonstration of clinical effectiveness and safety, potential advantages of our drug candidates over
alternative treatments, ability to offer our drug candidates for sale at competitive prices and
effectiveness of marketing and distribution methods for the products. If our drug candidates does not
gain market acceptance among physicians, patients and others in the medical community, our ability to
generate meaningful royalties from our drug candidates would be limited, which will have an adverse
effect on the our revenue from operations and we may be unable to recover the expenses incurred by us
in development of the product.
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Our Company’s ability to create a viable drug candidate is dependent on numerous factors. In the
event our research and development capabilities is unable to deliver a viable drug candidates our
business and results of operations may be adversely affected.

We seek to identify and develop drug candidates for our proprietary programs. It is uncertain whether
we will be able to provide drug discovery more efficiently or create high quality drug candidates,
which may result in delayed or lost revenue. Our ability to create viable drug candidates for ourselves
depends on a variety of factors, including, the implementation of appropriate technologies, the
development of effective new research tools, complexities with the drug, lack of predictability in the
scientific process and the performance and decision-making capabilities of our scientists. While we
believe that our information-driven technology platform allows our scientists to make better decisions
we cannot assure you that this will always enable our scientists to make correct decisions or develop
viable drug candidates. In the event our research and development capabilities is unable to deliver a
viable drug candidates our business and results of operations may be adversely affected.

Delay in raising funds from the Issue could adversely impact the implementation schedule which
may adversely affect our cash flow position, our business, results of operations and financial
condition.

Our Company’s proposed objects of the Issue are to be funded from the proceeds of this Issue. Any
failure or any delay on our Company’s part to mobilize the required resources through this Issue or any
shortfall in the Issue proceeds may delay the implementation schedule. Our Company therefore, cannot
assure that it would be able to execute the proposed plans within the given time frame, or within the
costs as originally estimated by us. Any time overrun or cost overrun may adversely affect our cash
flow position, our business, results of operations and financial condition. For details on schedule of
implementation and use of proceeds see section “Objects of the Issue”.

The agreements we have entered into with our employees, consultants, advisors and CROs may not
afford adequate protection for our trade secrets, confidential information and other proprietary
information.

In an effort to maintain the confidentiality and ownership of our trade secrets and proprietary
information, we require our employees, consultants, advisors and CROs to execute confidentiality and
proprietary information agreements. However, these agreements may not provide us with adequate
protection against improper use or disclosure of confidential information and there may not be adequate
remedies in the event of unauthorized use or disclosure.

Furthermore, we may from time to time hire scientific personnel formerly employed by other
companies involved in a similar business as that of ours. In some situations, our confidentiality and
proprietary information agreements may conflict with, or be subject to, the rights of third parties with
whom our employees, consultants, CROs or advisors have prior employment or consulting
relationships. Although we require our employees and consultants to maintain the confidentiality of all
proprietary information of their previous employers, these individuals, or we, may be subject to
allegations of trade secret misappropriation or other similar claims as a result of their prior affiliations.

Also, others may independently develop substantially equivalent proprietary information and
techniques or otherwise gain access to our trade secrets. Our failure or inability to protect our
proprietary information and techniques may inhibit or limit our ability to compete effectively, or
exclude certain competitors from the market.

Our success largely depends upon our senior managerial personnel and our ability to attract and
retain them. Any loss of our senior managerial personnel could adversely affect our business, results
of operations and financial condition.

We depend significantly on the expertise, experience and continued efforts of our key managerial
personnel. If one or more members of our senior managerial personnel are unable or unwilling to
continue in his/ her present position, it could be difficult to find a replacement and our business could
be adversely affected. Our future success will also depend on our ability to attract highly skilled
personnel. Competition for senior managerial personnel in our industry is intense and it is possible that

24



35.

36.

37.

38.

we may not be able to retain our existing senior managerial personnel or may fail to attract / retain new
employees at equivalent positions in the future. As such, the loss of our senior managerial personnel
could adversely affect our business, results of operations and financial condition.

Our Directors and senior managerial personnel may have interests in us other than reimbursement
of expenses incurred or normal remuneration or benefits.

Our Directors and senior managerial personnel are also interested in us to the extent of their
shareholding, dividend entitlement and remuneration paid to them for services rendered as our
Directors and key managerial personnel and reimbursement of expenses payable to them.

Our Company’s business activities require us to hire and utilise the services of trained personnel
with expertise in specialised areas. Increase in employee compensation in India may adversely affect
our business or operations as it may reduce our Company’s profit margins. We can also not assure
that we will be able to attract and retain trained personnel in accordance with our requirements at
all times and our inability to do so may adversely affect our business.

Our activities in pharmaceutical research and development require our Company to engage highly
qualified employees, like scientists, with specialised training. As on August 31, 2015, 274 employees
of our Company were scientists holding doctoral degrees, MBBS or master degree. Our Company’s
expenses towards personnel and employees constituted 28.31% and 23.09% of our total business
expenditure in Fiscal 2014 and Fiscal 2015, respectively. Increase in employee compensation in India
may adversely affect our business or operations as it may reduce our Company’s profit margins. While
we consider our current employee relations to be satisfactory, there can be no assurance that we will be
able to attract and retain trained employees in accordance with our requirements at all times or that we
will not experience future disruptions to our operations due to disputes with our employees or other
problems with employees which may adversely affect our business or operations. We expect that our
employee costs will continue to increase over the coming years due to continued escalation in salaries
and benefits as well as headcount growth. Non-availability of requisite number of employees or trained
employees or inability to attract and retain trained employees or attract emloyees at increased
compensation levels may adversely affect our business, results of operations, profit margins and
financial condition.

We do not own our Registered Office and other premises from which we operate

We do not own our Registered Office premises situated at Akota Road, Akota, Vadodara — 390 020,
Guijarat, and some of our research and development facilities and administration offices are occupied
by us on a leasehold basis, which are leased to us either by one of our Group Companies or third
parties. Additionally, our lease deeds my not be registered with the registrar of sub-assurances. Further,
lease deeds for our properties may not be adequately stamped and consequently, may not be accepted
as evidence in a court of law and we may be required to pay penalties for inadequate stamp duty. The
lease periods and rental amounts vary on the basis of their locations. We cannot assure you that we will
be able to renew our leases on commercially acceptable terms or at all. In the event that we are required
to vacate our current premises, we would be required to make alternative arrangements for new offices
and other infrastructure and we cannot assure that the new arrangements will be on commercially
acceptable terms.

Twenty three of our applications made for registration of the trademark and logo " ]and
tradenames owned by us is still pending with the relevant trademark authorities and has not yet been
registered. We may be unable to adequately protect our intellectual property. Furthermore, our
Company may be subject to claims alleging breach of third party

intellectual property rights.

Our Company has applied for registration of its trademark and logo and tradenames under the
provisions of the Trademarks Act, 1999, even though we have received registration under classes 9, 10
and 42.

Our Company has filed an additional 23 applications for the registration of the trdemark and logo and
tradenames of our Company under different classes of the Trademarks Act, 1999. We are yet to receive
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registration under classes 1, 3, 5, 10 and 42 of the Trademarks Act, 1999. While we have applied for
registration of the trademark and the logo and the tradename which we currently use, we cannot assure
you that they will be registered with the Trademark Registry in a timely manner, or at all. Since, our
Company does not enjoy the statutory protections accorded to a registered trademark, there can be no
assurance that third parties will not infringe our intellectual property, causing damage to our business
prospects, reputation and goodwill. Any misuse of our logo by third parties could adversely affect our
reputation which could in turn adversely affect our financial performance and the market price of our
Equity Shares. If our logo and trademark is registered in favour of a third party, we may not be able to
claim registered ownership of such trademarks and consequently, we may be unable to seek remedies
for infringement of those trademarks by third parties other than relief against passing off by other
entities. Our inability to obtain or maintain these registrations may adversely affect our competitive
business position.

We are yet to receive certain registrations in connection with the protection of our intellectual
property rights, especially trademarks relating to our products. Such failure to protect our
intellectual property rights could adversely affect our competitive position, business, financial
condition and profitability.

We depend heavily on our intellectual property. We have applied for certain registrations in connection
with the protection of our intellectual property relating to trademarks of our products. Certain of our
trademarks, including those for products which we currently sell, are unregistered, been opposed,
withdrawn, objected or are otherwise under dispute. If any of our unregistered trademarks are
registered in favor of a third party, we may not be able to claim registered ownership of such
trademarks, and consequently, we may be unable to seek remedies for infringement of those trademarks
by third parties other than relief against passing off by other entities. Our inability to obtain or maintain
these registrations may adversely affect our competitive business position.

If we are unable to patent new processes and protect our proprietary information, our business may
be adversely affected. Further, if we are unable to negotiate licenses for patents with third parties
our business and results of operations may be adversely affected

We rely on a combination of patents, non-disclosure agreements and non-competition agreements to
protect our proprietary intellectual property. While we intend to defend against any threats to our
intellectual property, we cannot assure you that our patents, or other agreements will adequately protect
our intellectual property. Our patent rights may not prevent our competitors from developing, using or
commercializing products that are functionally equivalent or similar to our products. The process of
seeking patent protection can be lengthy and expensive. Further, our patent applications may fail to
result in patents being issued, and our existing and future patents may be insufficient to provide us with
meaningful protection or a commercial advantage. We cannot assure you that our pending patent
applications will result in grant of patents, that patents issued to or licensed by us in the past or in the
future will not be challenged or circumvented by competitors or that such patents will be found to be
valid or sufficiently broad to protect our technology or to provide us with any competitive advantage.
We may be required to negotiate licenses for patents from third parties to conduct our business. We
cannot assure you that we may be able to negotiate licenses for patents with third parties at mutually
acceptable terms or at all. In the event we are unable to negotiate licenses for patents with third parties
at mutually acceptable terms or at all our business and results of operations may be adversely affected.

If we inadvertently infringe on the patents of others, our business cash flows, financial condition
and results of operations may be adversely affected.

We operate in an industry characterized by extensive patent litigation, including frivolous litigation by
competitors to delay grant of patent. Patent litigation can result in significant damages being awarded
and injunctions that could prevent the manufacture and sale of certain products or require us to pay
significant royalties in order to continue to manufacture or sell such products. While it is not possible
to predict the outcome of patent litigation, we believe any adverse result of such litigation could
include an injunction preventing us from selling our products or payment of significant damages or
royalty, which would affect our ability to sell current or future products or prohibit us from enforcing
our patent and proprietary rights against others. The occurrence of any of these risks could adversely
affect our business, cash flows, financial condition and results of operations.
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Patent laws allowing innovator companies to extend their patents could delay the introduction of
products which may adversely affect our business and future prospects.

In many countries, patent holders have the option of extending the terms of their patents. The United
States Patent and Trademark Office allows companies to extend the terms of their patents to make up
for the time lost while awaiting USFDA approval. Companies are also known to make additional
patents publicly known close to patent expiry of a molecule, which effectively extends the patent life
and delays competition, a practice called submarining. If a company introduced, authorized or assisted
another company to bring an authorized generic to the market, then the appeal of a product for which
we intend to file a patent challenge may be reduced. The extension of patent terms or the extension of
exclusivity in the marketplace by these or other means may delay our introduction of products which
may adversely affect our business and future prospects.

We require substantial financing for our business operations and the failure to obtain additional
financing on terms commercially acceptable to us may adversely affect our ability to grow and our
future profitability

We require substantial capital for our business operations. The actual amount and timing of our future
capital requirements may differ from estimates as a result of, among other things, unforeseen delays or
cost overruns in developing our products, changes in business plans due to prevailing economic
conditions, unanticipated expenses and regulatory changes. To the extent our planned expenditure
requirements exceed our available resources, we will be required to seek additional debt or equity
financing. Additional debt financing could increase our interest costs and require us to comply with
additional restrictive covenants in our financing agreements. Additional equity financing could dilute
our earnings per Equity Share and your interest in the Company, and could adversely impact our Equity
Share price.

Our ability to obtain additional financing on favorable terms, if at all, will depend on a number of
factors, including our future financial condition, results of operations and cash flows, the amount and
terms of our existing indebtedness, general market conditions and market conditions for financing
activities and the economic, political and other conditions in the markets where we operate.

We cannot assure you that we will be able to raise additional financing on acceptable terms in a timely
manner or at all. Our failure to renew arrangements for existing funding or to obtain additional
financing on acceptable terms and in a timely manner could adversely impact our planned capital
expenditure, our business, results of operations and financial condition.

Out of total borrowings of our Company, as on March 31, 2015, loans amounting to ¥ 39.55 lakhs
may be recalled on demand by the lenders at any time. If any such loan is recalled on demand this
could adversely and materially affect cash flow position, business, results of operations and financial
condition of our Company.

Certain loans taken by our Company amounting to, ¥ 39.55 lakhs as on March 31, 2015 may be subject
to repayment on demand by the lenders at any time. Further, our Company had entered into an
agreement dated September 9, 2015, to avail an unsecured inter corporate loan for an amount of ¥
5,000.00 lakhs, repayable after 12 months from the date of the respective disbursement carrying an
interest rate of 10.20% p.a. payable at the end of every month. As on September 15, 2015 our Company
has drawn down a sum of ¥ 1,200.00 lakhs. If any of these loans are recalled on demand our business,
cash flow position, financial condition and results of operations may be adversely affected.

Our lenders have imposed certain restrictive conditions on us under the financing arrangements.
Such restrictions could restrict our ability to conduct our business and grow our operations, which
would adversely affect our business, prospects, results of operations and financial condition.

We have entered into agreements and arrangements with certain banks and departments for long-term
and short-term borrowings and we are subject to certain restrictive covenants Our financing agreements
generally include conditions and covenants that require us to obtain lender consents prior to carrying
out certain activities and entering into certain transactions and also covenants such as material change
in the management set-up of the Company, material changes in shareholding pattern, changing the
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capital structure of our Company; formulating any scheme of amalgamation or reconstruction. Our
ability to make payments on our indebtedness will depend on our future performance and our ability to
generate cash, which to a certain extent is subject to general economic, financial, competitive,
legislative, legal, regulatory and other factors, many of which are beyond our control. If our future cash
flows from operations and other capital resources are insufficient to pay our debt obligations, meet our
contractual obligations, or to fund our other liquidity needs, we may be forced to sell assets or attempt
to restructure or refinance our existing indebtedness. Any refinancing of our debt could be at higher
interest rates and may require us to comply with more onerous covenants, which could further restrict
our business operations. The terms of existing or future debt instruments may restrict us from adopting
some of these alternatives. In addition, any failure to make payments of interest and principal on our
outstanding indebtedness on a timely basis would likely result in a reduction of our creditworthiness.
Further, during any period in which we are in default, we may be unable to raise, or face difficulties
raising, further financing. Any of these circumstances or other consequences could adversely affect our
business, prospects, results of operations and financial condition.

Our Promoter and two of our Directors are on the board of some other companies which are in the
same and/ or similar line of business. This may be a potential source of conflict of interest for us and
which may have an adverse effect on our operations.

Our Promoter, Mr. Dilip Shanghvi and two of our Directors namely Mr. Sudhir Valia and Prof. Dr.
Goverdhan Mehta are on the board of other companies which are in the same and / or in the similar line
of business as that of our Company. Mr. Dilip Shanghvi is on the board of Taro Pharmaceutical
Industries Limited and Sun Pharmaceutical Industries Inc. Mr. Sudhir Valia is on the board of Sun
Pharmaceutical Industries Inc., Taro Pharmaceutical Industries Limited, Taro International Limited and
Taro Pharmaceuticals Canada Ltd. Prof. Dr. Goverdhan Mehta is on the board of Piramal Enterprises
Limited and Dr. Reddy’s Institute of Life Science. Our Promoter, directors, and executive officers may
have an interest in pursuing transactions that, in their judgment, enhance the value of tsuch companies,
even though such transactions may involve risks to the holders of our Equity Shares. We cannot assure
you that our promoter and directors will be able to address these or other conflicts of interests in an
impartial manner.

The Objects of the Issue are based on the internal estimates of our management, and have not been
appraised by any bank or financial institution.

Our funding requirements and the deployment of part of the proceeds of the Issue, to be utilised for
pharmaceutical research and development activities, are based on management estimates and have not
been appraised by any bank or financial institution or any independent agency. The internal
management estimates are based on proposals/quotations received from multinational CROs for the
identified projects and/or based on similar kind of studies undertaken in past by our Company and/or
based on quotations/proposals received for similar kind of programs undertaken by multinational
CROs. Normally, these quotations/proposals from multinational CROs are valid for the period of 60 —
90 days. Though these quotations and/or proposals are the basis of our estimates, the validity of the
proposals/quotations have expired. Hence this may result in re-negotiation leading to cost escalation.
Any change in CROs or cost escalation can significantly increase the cost of the objects of the issue,
having a bearing on our expected revenues and earnings. For further details, see section “Objects of the
Issue” on page 56.

Our Promoter and Promoter Group will continue to control us after the Issue, which will enable
them to control our business, influence material policies and outcome of matters submitted to
shareholders for approval in circumstances where Promoters’ interests may not align with or may be
adverse to other shareholders’ or our interests. After the completion of the Issue, our Promoter will
continue to have certain rights under our Articles of Association.

Upon completion of the Issue, our Promoter and Promoter Group are expected to hold, majority of our
post-Issue equity share capital. As a result, our Promoter and Promoter Group will have the ability to
exercise significant influence over our business, policies and affairsof the Company that requires
shareholders’ approval. In addition, for so long as our Promoter and Promoter Group continue to
exercise significant control over us; they may influence our material policies in a manner that could
conflict with the interests of our other shareholders. Our Promoter and Promoter Group may have
interests that are adverse to the interests of our other shareholders and may take positions with which
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our other shareholders do not agree. Under the AoA of our Company, our Promoter has the right to
appoint one third of the Board of the Company, right to appoint the chairman and vice-chairman of the
Board, right to appoint the managing director of the Board and to terminate the service of any such
managing director so appointed, of our Company, certain of the foregoing rights are exercisable subject
to Promoter maintaining a minimum level of shareholding. Further, in relation to the meeting of the
Board of Directors of the Company, no meetings of the Board can be held unless two directors
nominated by the promoters attend the said meeting and in case decision of questions arise out of the
meeting of the Board, the same shall be decided by a majority of votes provided such majority includes
the affirmative vote of at least two non-retiring directors appointed by our promoter.

We have not yet entered into definitive agreements to utilize the Net Proceeds of the Issue for certain
projects.

The projects intended to be financed from the Net Proceeds are currently in different phases of clinical
trial. We have not entered into any definitive contracts or placed any orders for some of the programs.
Our inability to complete the identified programs in accordance with our stated schedules of
implementation may lead to cost overruns and impact our future profitability. Pending utilization of the
Net Proceeds for the purposes described above, we intend to temporarily deposit the funds in the
scheduled commercial banks included in the second schedule of the Reserve Bank of India Act, 1934.
For further details, see section “Objects of the Issue” on page 56.

Certain types of risks may not be covered under our existing insurance policies, since these may be
uninsurable or not economically viable. Our insurance coverage may not be sufficient to fully cover
us against an insured risk or loss.

While we believe that we maintain insurance coverage in amounts consistent with industry norms, our
insurance policies do not cover all risks and are subject to exclusions and deductibles. There can be no
assurance that our insurance policies will be adequate to cover the losses in respect of which the
insurance had been availed. If we suffer a significant uninsured loss or if our insurance claim in respect
of the subject-matter of insurance is not accepted or any insured loss suffered by us significantly
exceeds our insurance coverage, our business, financial condition and results of operations may be
materially and adversely affected.

Our Company is exposed to foreign currency fluctuations. In case our hedging arrangements are
not adequate to mitigate the adverse impact of currency fluctuations our results of operations and
financial condition may be adversely affected.

Our Company incurs significant expenses in the nature of foreign exchange on account of import of
R&D materials, professional charges and travel expenses. Further, our Company receives significant
revenue in the nature of foreign exchange on account of sale of products i.e technology / know-how
and sale of services - license fees / royalty on technology. Given below is the table with the break-up of
the revenue from operation arising out of India and outside India in the last two fiscals:

(Tin lakhs)

Particulars Fiscal 2014 Fiscal 2015

Total Revenue from Operations 16,702.97 15,573.75
Of which (a) Within India 3,753.25 3,099.67
(b) Outside India 12,949.72 12,474.08

Given below is the table with the break-up of total expenses incurred in India and outside India in the
last two fiscals:

(Tin lakhs)

Particulars Fiscal 2014 Fiscal 2015

Total Expenses 14,233.92 20,006.6
Of which (a) Within India 7,320.11 9,456.06
(b) Outside India 6,913.81 10,550.54

As on the date of this Draft Letter of Offer, there are no outstanding forward exchange contracts,
entered into by our Company. Further Exchange rate fluctuations could affect, and has in the past
affected, the amount of income and expenditure, we recognize. In addition, the policies of the Reserve
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Bank of India (“RBI”) may also change from time to time, which may limit our ability to effectively
hedge our foreign currency exposures and may have an adverse effect on our results of operations.

Further, our future capital expenditures, including any imported equipment and machinery, may be
denominated in foreign currencies. Consequently, a decline in the value of the Indian Rupee against
such other currencies could increase the Indian Rupee cost of making such expenditures. The exchange
rate between the Indian Rupee and the U.S. dollar has varied substantially in recent years and may
continue to fluctuate significantly in the future.

The R&D materials required for our Company’s business activities may not be easily available in the
domestic markets and volatility in the prices of the R&D materials required may have an adverse
impact on our business and financial condition.

We have incurred ¥ 800.79 lakhs and ¥ 1,009.65 lakhs in Fiscal 2014 and Fiscal 2015 respectively on
account of R&D material. The R&D materials required by our Company may not be easily available in
domestic markets. The prices of R&D materials may fluctuate, depending on among other factors, the
number of producers/suppliers and their production volumes or prices and changes in demand in the
principal drug markets. Our Company does not have any long term agreement with suppliers for the
purchase of the R&D materials, among others. We are exposed to and will have to absorb any
fluctuations in the prices of these R&D materials, which may adversely affect financials of our business
and financial condition.

Our inability to manage growth could disrupt our business and reduce our profitability. Any inability
on our part to manage our growth or implement our strategies effectively could have a material
adverse effect on our business, results of operations and financial condition.

Our growth strategies are subject to and involve risks and difficulties, many of which are beyond our
control and, accordingly, there can be no assurance that we will be able to implement our strategy or
growth plans, or complete them within the budgeted cost and timelines. Further, on account of changes
in market conditions, industry dynamics, technological improvements, changes in regulatory or trading
policies or changes therein and any other relevant factors, our growth strategy and plans may undergo
changes or modifications, and such changes or modifications may be substantial, and may even include
limiting or foregoing growth opportunities if the situation so demands. Additionally, there can be no
assurance that debt or equity financing or our internal accruals will be available or sufficient to meet
the funding of our growth plans. Any inability on our part to manage our growth or implement our
strategies effectively could have a material adverse effect on our business, results of operations and
financial condition.

Our Company takes advantage of certain tax benefits and other financial incentives, which if
withdrawn, may adversely affect its financial condition and results of operations.

Our Company is approved and registered with Ministry of Science and Technology, Department of
Scientific and Industrial Research (“DSIR”) as a commercial research and development company and
is eligible for deduction under Section 80 (IB) (8A) of the IT Act, 1961 of 100% of our profits and
gains for ten consecutive assessment years commencing with the initial assessment year, i.e. the year
prior to which the approval of DSIR was obtained subject to compliance with conditions specified
under the IT Act. It may be noted that such deduction under Section 80-1B (8A) is admissible for our
Company, only up to Assessment Year 2016-17 (i.e. Fiscal 2016). As per provisions of Section 35 (1)
(iv) of the IT Act, our Company is eligible to claim deduction of capital expenditure in connection
with the scientific research related to the business carried on by our Company, subject to the provisions
of Section 35(2) of the IT Act. If these tax benefits are withdrawn or are unavailable to our Company,
this may adversely affect our financial condition and results of operation. For further details of the tax
benefits of our Company, please see section “Statement of Tax Benefits” on page 68.

Our future issue of capital or securities and/or loans, may be prejudicial to the interest of the
shareholders depending upon the terms on which the capital is eventually raised.

We may require additional capital from time to time depending on our business needs. Any further

preferential issue of Equity Shares or convertible securities would dilute the shareholding of the
existing shareholders and such issuance may be done on terms and conditions, which may not be
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favourable to the then existing shareholders. If such funds are raised in the form of loans or debt or
preference shares, then it may substantially increase our fixed interest/dividend burden and decrease
our cash flows, thus adversely affecting our business, results of operations and financial condition.

Our ability to pay dividend in the future will depend upon future earnings, financial conditions, cash
flows, working capital and capital expenditure requirements.

Our Company has not declared any dividend since incorporation. Our Company cannot give any
assurance that dividend will be paid in future. The declaration and payment of any dividend in the
future will be recommended by our Board of Directors, at their discretion, and will depend on a number
of factors like its earnings, cash generated from operations, capital requirements and overall financial
condition.

Some agreements entered into by our Company with various parties are not stamped and some are
not adequately stamped. The said agreements may not be admissible as evidence in a court of law,
until the relevant stamp duties are paid and the relevant registration, if required, is done. Further,
some of these agreements entered into with various parties across the world contain clauses which
provide for dispute resolution outside India, in foreign jurisdictions. This may escalate the cost of
litigations, should any arise.

Some agreements entered into by our Company with various parties are not stamped and some are not
adequately stamped. The potential consequence of this could be that the said agreements may not be
admissible as evidence in a court of law, until the relevant stamp duties are paid, if required, and the
required registration is done. Any claim or adverse order / finding in connection with these agreements
could adversely affect the operations of our Company. Further, some of these agreements entered into
with various parties across the world contain clauses which provide for dispute resolution outside India,
in foreign jurisdictions. In case disputes arise in respect of the same which require us to approach
judicial or alternative dispute resolution fora, the costs of dispute resolution could be extremely or
prohibitively high.

We do not have documentary proof for certain details included in the Director biographies under the
section “Our Management”.

We do not have documentary proof for certain details included in the Director biographies under the
section “Our Management” on page 75. The details included in the section are based on the details
provided by the Directors and are supported by affidavits executed by such Directors, certifying the
authenticity of the information provided.

Changes in technology may render our current technologies obsolete or require us to make
substantial capital investments.

Advancements in technology may require us to incur additional capital expenditure for upgrading our
facilities and equipment and/or write-downs of assets so as to compete with our competitors on a global
scale. In the event that we are not able to respond to such technological advancements in a timely
manner, we may become less competitive thereby adversely affecting our business, results of
operations and financial condition. Our failure to anticipate or to respond adequately to changing
technical, market demands and/or client requirements could adversely affect our business and results of
operations. Further, the cost of implementing new technologies could be significant and could
adversely affect our financial condition and results of operations.

Compliance with, and changes in safety, health and environmental laws and regulations may
adversely affect our business, prospects, financial conditions and results of operations

Our Company is subject to safety and health laws and regulations such as the Environment (Protection)
Act, 1986, the Water (Prevention and Control of Pollution) Act, 1974, the Air (Prevention and Control
of Pollution) Act, 1981, Hazardous Wastes (Management & Handling) Rules, 1989 and the Indian
Explosives Act, 1884. These laws and regulations impose controls on our Company’s safety standards,
and other aspects of its operations. Our Company has incurred and expects to continue to incur,
operating costs to comply with such laws and regulations. In addition, our Company has made and
expects to continue to make capital expenditures on an on-going basis to comply with the safety and
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health laws and regulations. Our Company may be liable to the Government of India or the State
Governments or Union Territories with respect to its failures to comply with applicable laws and
regulations. Further, the adoption of new safety and health laws and regulations, new interpretations of
existing laws, increased governmental enforcement of laws or other developments in the future may
require that our Company make additional capital expenditures or incur additional operating expenses
in order to maintain its current operations or take other actions that could have a material adverse effect
on its financial condition, results of operations and cash flow. Safety, health and environmental laws
and regulations in India, in particular, have been increasing in stringency and it is possible that they
will become significantly more stringent in the future. The costs of complying with these requirements
could be significant and may have an impact on our financial condition.
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Taxes and other levies imposed by the Central or State Governments, as well as other financial
policies and regulations, may have an adverse effect on our business, financial condition and results
of operations.

We are subject to taxes and other levies imposed by the Central or State Governments in India,
including customs duties, excise duties, central sales tax, state sales tax, service tax, income tax, value
added tax and other taxes, duties or surcharges introduced on a permanent or temporary basis from time
to time.

The central and state tax scheme in India and other countries where our Company carries out clinical
trials is extensive and subject to change from time to time. Any adverse changes in any of the taxes
levied by the Central or State Governments may adversely affect our competitive position and
profitability. Any Changes in the tax structure could adversely affect our financial condition and results
of operations.

Our profitability may be adversely affected in the event any of our trade receivables turn into bad
debts.

The trade receivable for the Fiscals 2014 and 2015 stands at ¥ 2,799.89 lakhs and ¥ 1,988.68 lakhs,

respectively, out of this 98.70% and 99.24% for Fiscal 2014 and Fiscal 2015, respectively is receivable
from the Group Companies. Our trade receivable is subject to a number of significant risks that arise
from the nature of their businesses. Thus, any change in the financial position of our clients that
adversely affects their ability to pay us may in turn materially and adversely affect our cash flows,
business porspects, financial condition and results of operations.

Our operations could be interrupted by damage to our R&D facilities which could adversely effect
our financial condition.

We use dangerous materials including flammable and explosive materials in our R&D facilities and are
therefore subject to the risk of loss arising from fire. In catastrophic events, including fires or
explosions, could damage our laboratories, equipment, scientific data, work in progress or inventories
of chemical compounds and may materially interrupt our business. We employ safety precautions in
our laboratory activities in order to reduce the likelihood of the occurrence of these catastrophic events.
However, we cannot eliminate the chance that such an event will occur. The rebuilding of our facilities
could be time consuming and result in substantial delays in fulfilling our objectives. Due to these
factors our financial condition could be affected adversely.

Our quarterly operating results could fluctuate significantly, which could cause our stock price to
decline.

Our quarterly operating results have fluctuated in the past and may too fluctuate in the future. In
addition, we may experience significant fluctuations in quarterly operating results due to factors such
as general and industry-specific economic conditions that may affect the research and development
expenditures of pharmaceutical companies. Entering into licensing or drug discovery collaborations
typically involves significant technical evaluation by our customers/licensors. Accordingly, negotiation
can be lengthy and is subject to a number of significant risks, including customers’ budgetary
constraints and internal acceptance Due to these factors, our operating results could fluctuate
significantly from quarter to quarter.

Due to the possibility of fluctuations in our revenue and expenses, we believe that quarter-to-quarter
comparisons of our operating results are not a good indication of our future performance. Our operating
results in some quarters may not meet the expectations of stock market analysts and Investors. If we do
not meet analysts’ and / or Investors’ expectations, our stock price could decline.
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EXTERNAL RISK FACTORS

1.

Reforms in the health care industry and the uncertainty associated with pharmaceutical pricing and
related matters could adversely affect the marketing, pricing and demand for products manufactured
with the use of our technologies.

Our success will depend in part on the extent to which government and health administration
authorities, private health insurers and other third-party payers will pay for our products. Increasing
expenditures for health care has been the subject of considerable public attention in almost every
jurisdiction where we conduct business. Both private and governmental entities are seeking ways to
reduce or curtail health care costs by limiting both coverage and the level of reimbursement for new
therapeutic products. In many countries in which we currently operate, including India, pharmaceutical
prices are subject to regulation. The existence of price controls can limit the revenues we earn
royalties/upfront payment from our licensors/customers from sale of products manufactured with our
technologies.

There could be political, economic or other factors that are beyond our control but may have a
material adverse impact on our business and results of operations should they materialize.

The following external risks may have a material adverse impact on our business and results of
operations should any of them materialize:

. Political instability, a change in the Government or a change in the economic and deregulation
policies could adversely affect economic conditions in India in general and our business in
particular;

o A slowdown in economic growth in India could adversely affect our business and results of

operations. The growth of our business and our performance is linked to the performance of
the overall Indian economy. We are also impacted by consumer spending levels and
businesses such as ours would be particularly affected should Indian consumers in our target
segment have reduced access to disposable income;

. Civil unrest, acts of violence, terrorist attacks, regional conflicts or situations or war involving
India or other countries could materially and adversely affect the financial markets which
could impact our business. Such incidents could impact economic growth or create a
perception that investment in Indian companies involves a higher degree in risk which could
reduce the value of our Equity Shares;

. Natural disasters in India may disrupt or adversely affect the Indian economy, the health of
which our business depends on;

. Any downgrading of India's sovereign rating by international credit rating agencies may
negatively impact our business and access to capital. In such event, our ability to grow our
business and operate profitably would be severely constrained;

. Instances of corruption in India have the potential to discourage investors and derail the
growth prospects of the Indian economy. Corruption creates economic and regulatory
uncertainty and could have an adverse effect on our business, profitability and results of
operations; and

o The Indian economy has had sustained periods of high inflation. Should inflation continue to
increase sharply, our profitability and results of operations may be adversely impacted. High
rates of inflation in India could increase our employee costs, decrease the disposable income
available to our customers and decrease our operating margins, which could have an adverse
effect on our profitability and results of operations.

Public companies in India, including our Company, may be required to prepare financial statements

under IFRS or IndAS (a variation of IFRS). The transition to IFRS or IndAS in India is very recent
and still unclear and our Company may be negatively affected by such transition.
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The Company currently prepares its annual and interim financial statements under Indian GAAP.
Public companies in India, including the Company, may be required to prepare annual and interim
financial statements under Indian Accounting Standard 101 “First-time Adoption of Indian Accounting
Standards (“IndAS”). On February 16, 2015, the Ministry of Corporate Affairs, Government of India
(“MCA”) announced the revised roadmap for the implementation of IndAS (on a voluntary as well as
mandatory basis) for companies other than banking companies, insurance companies and non-banking
finance companies through a press release (“Press Release”).

The Press Release specifies that IndAS will be required to be implemented on a mandatory basis by
companies whose securities are either listed or proposed to list, on any stock exchange in India or
outside India, based on their respective net worth as set out below:

Sr. No. Net Worth First Period of Reporting
1. % 50,000 lakhs or more FY commencing on or after April 1, 2016
2. less than ¥ 50,000 lakhs FY commencing on or after April 1, 2017

In addition, any holding, subsidiary, joint venture or associate companies of the companies specified
above shall also comply with such requirements from the respective periods specified above.

There is not yet a significant body of established practice on which to draw informing judgments
regarding its implementation and application. Additionally, IndAS differs in certain respects from IFRS
and therefore financial statements prepared under IndAS may be substantially different from financial
statements prepared under IFRS. There can be no assurance that the Company’s financial condition,
results of operations, cash flow or changes in shareholders’ equity will not be presented differently
under IndAS than under Indian GAAP or IFRS. When our Company adopts IndAS reporting, it may
encounter difficulties in the ongoing process of implementing and enhancing its management
information systems. There can be no assurance that the adoption of IndAS by our Company will not
adversely affect its results of operations or financial condition. Any failure to successfully adopt IndAS
in accordance with the prescribed timelines may have an adverse effect on the financial position and
results of operations of our Company.

Investors may not be able to enforce a judgment of a foreign court against us.

The enforcement by investors in the Equity Shares of civil liabilities, including the ability to affect
service of process and to enforce judgments obtained in courts outside of India may be affected
adversely by the fact that we are incorporated under the laws of the Republic of India and almost all of
our executive officers and directors reside in India. Nearly all of our assets and the assets of our
executive officers and directors are also located in India. As a result, it may be difficult to enforce the
service of process upon us and any of these persons outside of India or to enforce outside of India,
judgments obtained against us and these persons in courts outside of India.

Terrorist attacks, civil unrest and other acts of violence or war involving India and other countries
could adversely affect our business and the Indian financial markets.

Any major hostilities involving India or other acts of violence, including civil unrest or similar events
that are beyond our control, could have a material adverse effect on India’s economy and our business
and may adversely affect the Indian stock markets where our Equity Shares will trade as well the global
equity markets generally. Such acts could negatively impact business sentiment as well as trade
between countries, which could adversely affect our Bank’s business and profitability. Our insurance
policies for assets cover, among other things, terrorism, fire and earthquakes. However, our insurance
policies may not be adequate to cover the loss arising from these events, which could adversely affect
our results of operations and financial condition.

India has also witnessed civil disturbances in recent years and it is possible that future civil unrest as
well as other adverse social, economic and political events in India could have an adverse impact on us.
Regional or international hostilities, terrorist attacks or other acts of violence of war could have a
significant adverse impact on international or Indian financial markets or economic conditions or on
Government policy. Such incidents could also create a greater perception that investment in Indian
companies involves a higher degree of risk and could have an adverse impact on our business and the
price of the Equity Shares.
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You may be subject to Indian taxes arising out of capital gains. Any gain realised on the sale of
equity shares held for more than 12 months to an Indian resident, which are sold other than on a
recognised stock exchange and as result of which no Securities Transaction Tax (STT) has been
paid, will be subject to capital gains tax in India.

Under current Indian tax laws and regulations, capital gains arising from the sale of shares in an Indian
company are generally taxable in India. Any gain realised on the sale of listed equity shares on a stock
exchange held for more than 12 months will not be subject to capital gains tax in India if the STT has
been paid on the transaction. The STT will be levied on and collected by a domestic stock exchange on
which equity shares are sold. Any gain realised on the sale of equity shares held for more than 12
months to an Indian resident, which are sold other than on a recognised stock exchange and as result of
which no STT has been paid, will be subject to capital gains tax in India. Further, any gain realised on
the sale of listed equity shares held for a period of 12 months or less will be subject to capital gains tax
in India.

Capital gains arising from the sale of the Equity Shares will be exempt from tax in India in cases where
such exemption is provided under the tax treaty between India and the country of which the seller is a
resident. Generally, Indian tax treaties do not limit India’s ability to impose tax on capital gains. As a
result, residents of certain countries may be liable for tax in India, as well as in their own jurisdictions
on gain upon a sale of the Equity Shares.

Financial instability in other countries could disrupt our business and cause the price of our Equity
Shares to decrease

The Indian market and the Indian economy are, to a certain extent, influenced by economic and market
conditions in other countries, particularly market conditions in the United States and Europe. Although,
financial turmoil elsewhere in the world in past years has had limited impact on the Indian economy,
investors should be aware that there is a recent history of financial crises and boom-bust cycles in
multiple markets in both the emerging and developed economies which leads to risks for all financial
institutions, including us. Although economic conditions are different in each country, investors’
reactions to developments in one country can have adverse effects on the securities of companies in
other countries, including India. A loss of investor confidence in the financial systems of India or other
markets may cause volatility in the Indian financial markets and indirectly, in the Indian economy in
general. This could negatively impact the Indian economy, including the movement of exchange rates,
interest rates and flow of funds in India. Any significant financial disruption could have an adverse
effect on our business, future financial condition and the price of our Equity Shares. Although the
recent financial crisis has had a limited direct impact on us, we remain subject to the risks posed by the
indirect impact of the global credit crisis on the economy, some of which cannot be anticipated and the
vast majority of which are not in our control. We also remain subject to counterparty risk to financial
institutions that fail or are otherwise unable to meet their obligations to us.

A slowdown in economic growth in India and instability in Indian financial markets could
materially and adversely affect our results of operations and financial condition.

Our performance and the quality and growth of our business are dependent on the health of the overall
Indian economy. There have been periods of slowdown in the economic growth of India. Any future
slowdown in the Indian economy could thus harm our results of operations and financial condition.

The Indian financial market and the Indian economy are influenced by economic and market conditions
in other countries, particularly in emerging markets. Financial turmoil in Asia, the United States,
Europe and elsewhere in the world in recent years has affected the Indian economy. Although
economic conditions are different in each country, investors' reactions to developments in one country
can have adverse effects on the securities of companies in other countries, including India. A loss in
investor confidence in the financial systems of other emerging markets may cause increased volatility
in Indian financial markets and, indirectly, in the Indian economy in general. Any worldwide financial
instability, including further deterioration of credit conditions in the U.S. and European market, could
also have a negative impact on the Indian economy. Financial disruptions may occur again and could
harm our results of operations and financial condition.
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10.

11.

12.

The Issue Price of our Rights Shares may not be indicative of the market price of our Equity Shares
after the Issue.

The Issue Price of % [e] per Rights Share may not be indicative of the market price for our Equity
Shares after the Issue. The market price of our Equity Shares could be subject to significant
fluctuations after the Issue, and may decline below the Issue Price. There can be no assurance that the
Investor will be able to sell their shares at or above the Issue Price. Among the factors that could affect
our share price are:

. quarterly variations in the rate of growth of our financial indicators, such as earnings per share,
net income and revenues;

changes in revenue or earnings estimates or publication of research reports by analysts;
speculation in the press or investment community;

general market conditions; and

domestic and international economic, legal and regulatory factors unrelated to our
performance.

The Competition Act, 2002, by regulating our Company’s business and activities, may materially and
adversely affect our Company’s results of operations and financial condition.

Under the Competition Act, any arrangement, understanding or action, whether formal or informal,
which causes or is likely to cause an appreciable adverse effect on competition is void, and any abuse
of dominant position by an enterprise which is in a dominant position, is void and will be subject to
substantial penalties. It is unclear how the Competition Act will affect industries in India and our
Company’s business. Consequently, our Company cannot assure prospective investors that
enforcement under the Competition Act will not have a material adverse effect on its results of
operations and financial condition.

A third party could be prevented from acquiring control of our Company because of the Takeover
Regulations under Indian law.

There are provisions in Indian law that may discourage a third party from attempting to take control of
our Company, even if it would result in the purchase of our Equity Shares at a premium to the market
price or would otherwise be beneficial to our Company’s Shareholders. Indian takeover regulations
contain certain provisions that may delay, deter or prevent a future takeover or change in control so as
to ensure that the interests of sharecholders are protected. Any person acquiring either “control” or an
interest (either on its own or together with parties acting in concert with it) in 25% or more of our
Company’s voting Equity Shares must make an open offer to acquire at least another 26% of our
Company’s outstanding voting Equity Shares. A takeover offer to acquire at least another 26% of our
Company’s outstanding voting Equity Shares also must be made if a person (either on its own or
together with parties acting in concert with it) holding between 25% and 55% of our Company’s voting
Equity Shares has entered into an agreement to acquire or decided to acquire additional voting Equity
Shares in any financial year that exceed 5% of our Company’s voting Equity Shares. These and other
applicable provisions may discourage or prevent certain types of transactions involving an actual or
threatened change in control.

Global economic, political and social conditions may harm our ability to do business, increase our
costs and negatively affect our stock price.

External factors such as potential terrorist attacks, terror threats, pandemics, acts of war or geopolitical
and social turmoil in many parts of the world could prevent or hinder our ability to do business,
increase our costs and negatively affect our stock price. For example, increased instability may
adversely impact the desire of employees and customers to travel, the reliability and cost of
transportation, our ability to obtain adequate insurance at reasonable rates or require us to incur
increased costs for security measures for our operations. These uncertainties make it difficult for us and
our customers to accurately plan future business activities. More generally, these geopolitical social
and economic conditions could result in increased volatility in India and worldwide financial markets
and economy.
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13.

14,

Our ability to freely raise foreign capital may be constrained by Indian law.

As a pharmaceutical research and development company we are classified by the Indian government
for government / automatic approval, whichever applicable, of foreign direct equity investment. The
need to obtain such regulatory approval could constrain our ability to raise foreign capital, which may
adversely affect our future growth. We cannot assure you that any required approvals will be given
when needed or at all or that such approvals if given will not have onerous conditions.

Current Indian government policy allows 100% foreign direct investment in Indian companies in the
pharmaceutical sector under the government route for brownfield investments and automatic route for
greenfield investments, whichever applicable. However, the Indian government may change this policy
in the future, and restrict the shareholding of foreign investors. If such changes restrict our ability to
issue to foreign investors and their ability to hold shares above a specified limit, we may be restricted
in our ability to raise additional funding from such foreign Investors through equity issuances in the
future.

A significant change in the central and state governments’ economic liberalization and deregulation
policies could disrupt our business. A change in taxation laws could also adversely impact our
financial condition and results of operations.

India has been following a course of economic liberalization and our business could be significantly
influenced by economic policies adopted by the Government. Since 1991, successive Indian
Governments have pursued policies of economic liberalization and financial sector reforms. The
Government has at various times announced its general intention to continue India‘s current economic
and financial liberalization and deregulation policies. However, protests against privatizations and
other factors could slow the pace of liberalization and deregulation. The rate of economic liberalization
could change, and specific laws and policies affecting foreign investment, currency exchange rates and
other matters affecting investment in India could change as well.

The Government has traditionally exercised and continues to exercise influence over many aspects of
the economy. Our business and the market price and liquidity of our Equity Shares may be affected by
interest rates, changes in Government policy, taxation, social and civil unrest and political, economic or
other developments in or affecting India. Furthermore, the laws applicable to certain critical aspects of
our business, such as the conduct of clinical trials, in India and abroad may be amended or modified
periodically.
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PROMINENT NOTES

1. Issue of [@] Equity Shares of face value of ¥ 1 each for cash at a price of ¥ [e] per Equity Share
including a share premium of % [e] per Equity Share aggregating up to ¥ 25,000 lakhs to the existing
Equity Shareholders on a rights basis in the ratio of [®] Equity Shares for every [®] Equity Shares held
by them on the Record Date .

2. As on March 31, 2015, our Net Worth was ¥ 9,924.14 lakhs as described in the section “Financial
Information” on page 82.

3. For details of our transactions with the related parties during Fiscal 2015 as per AS 18, the nature of
such transactions and the cumulative value of such transactions, please see the section “Financial
Information” on page 82.

4, There has been no financing arrangement whereby the Promoter Group, our Directors and their
relatives have financed the purchase by any other person of our securities other than in the normal
course of business of the financing entity during the period of six months immediately preceding the
date of filing of this Draft Letter of Offer with SEBI.

Investors may contact the Lead Managers for any complaint, clarifications and information pertaining to the
Issue. Any clarification or information relating to this Issue shall be made available by the Lead Managers to the
public and investors at large and no selective or additional information would be made available only to a
section of the investors in any manner. All grievances relating to ASBA process may be addressed to the
Registrar to the Issue, with a copy to the relevant SCSBs, giving full details such as name, address of the
applicants, application number, number of Equity Shares applied for, Bid Amounts blocked, ASBA Account
number and the Designated Branch of the SCSBs where the ASBA Bid-cum-Application Form has been
submitted by the ASBA Bidder. For contact details please see section “General Information” on page 44.
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SECTION I11- INTRODUCTION

SUMMARY OF THE ISSUE

The following is a summary of the Issue. This summary should be read in conjunction with, and is qualified in
its entirety by, more detailed information in the section “Terms of the Issue” on page 135.

This issue of Equity Shares is being made by us as set forth below:

Equity Shares offered in this Issue

[e] Equity Shares

Rights Entitlement

[#] Equity Share(s) for every [®] Equity Share(s) held on
the Record Date.

Record Date [o]
Face Value per Equity Share 1
Issue Price per Equity Share Z[e]

Issue Size

Up to T 25,000 lakhs

Paid-up Equity Shares outstanding prior to the Issue

23,66,87,354 Equity Shares

Equity Shares outstanding after the Issue (assuming
full subscription for and Allotment
of the Rights Issue Equity Shares)

[e] Equity Shares

Terms of the Issue

For more information, please see the section “Terms of
the Issue” on page 135.

Use of Issue Proceeds

For further information, please see the section “Objects
of the Issue” on page 56.

Scrip Code

ISIN: INE232101014
BSE: 532872
NSE: SPARC

Terms of Payment

The full amount of Issue Price X [e] per Equity Share is payable on Application.

40



SUMMARY OF FINANCIAL INFORMATION

The following tables set forth the summary financial information derived from our audited financial statements
as on and for Fiscal 2015 and Unaudited financial results for three months ended June 30, 2015 prepared in
accordance with Companies Act, the Indian GAAP, applicable standards and guidance notes specified by the
Institute of Chartered Accountants of India, applicable accounting standards and other applicable statutory and /
or regulatory requirements. Unless stated otherwise, the summary of financial information presented below, is in
% in lakhs and should be read in conjunction with the financial information and the notes thereto included in the
section titled “Financial Information”, of this Draft Letter of Offer.

BALANCE SHEET AS AT 31ST MARCH, 2015

(% In Lakhs)
Particulars As at 31st March, 2015 As at 31st March, 2014
EQUITY AND LIABILITIES
Shareholders' Funds
Share Capital 2,366.83 2,366.80
Reserves and Surplus 7,613.03 11,563.07
9,979.86 13,929.87
Non-current Liabilities
Long-term Borrowings 327.14 381.66
Deferred Tax Liabilities (Net) - -
Other Long-term Liabilities 7.86 15.72
Long-term Provisions 237.33 147.68
572.33 545.06
Current Liabilities
Short-term Borrowings 39.55 82.37
Trade Payables 2,701.07 2,974.63
Other Current Liabilities 897.51 757.62
Short-term Provisions 76.65 64.35
3,714.78 3,878.97
Total 14,266.97 18,353.90
ASSETS
Non-current Assets
Fixed Assets
Tangible Assets 6,679.11 6,448.82
Capital Work-in-Progress 241 76.10
6,681.52 6,524.92
Long-term Loans and Advances 1,262.30 759.99
Other Non-current Assets 29.68 57.34
7,973.50 7,342.25
Current Assets
Current Investments - 650.02
Trade Receivables 1,988.68 2,799.89
Cash and Cash Equivalents 1,734.41 655.51
Short-term Loans and Advances 2,542.52 6,493.91
Other Current Assets 27.86 412.32
6,293.47 11,011.65
Total 14,266.97 18,353.90
STATEMENT OF PROFIT AND LOSS FOR THE YEAR ENDED 31ST MARCH, 2015
(% In Lakhs)
Particulars Year ended 31st March, 2015 Year ended 31st March, 2014
Revenue from Operations 15,573.75 16,702.97
Other Income 303.40 1,000.30
Total Revenue 15,877.15 17,703.27
Expenses
Cost of Materials Consumed 1,009.65 800.79
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Particulars Year ended 31st March, 2015 Year ended 31st March, 2014
Employee Benefits Expense 4,579.27 4,039.72
Clinical Trials and Professional Charges 11,061.30 5,273.71
Finance Costs 21.83 559.73
Depreciation Expense 723.96 357.23
Other Expenses 2,433.14 3,239.67
Total Expenses 19,829.15 14,270.85
Profit / (Loss) Before Tax (3,952.00) 3,432.42
Tax Expense - Current Tax - 400.00
Profit / (Loss) for the Year (3,952.00) 3,032.42
Earnings / (Loss) per Share
Basic () (1.67) 1.28
Face Value per Equity Share -T 1
CASH FLOW STATEMENT FOR THE YEAR ENDED 31ST MARCH, 2015
(% In Lakhs)
Particulars Year ended 31st March, 2015 Year ended 31st March, 2014
A. Cash Flow From Operating
Activities:
Profit / (Loss) before Tax (3,952.00) 3,432.42
Adjustments for:
Depreciation Expense 723.96 357.23
Loss on Sale of Fixed Assets 2.39 1.91
Finance Costs 21.83 559.73
Interest Income (275.91) (389.98)
Gain on Sale of Current Investments (22.38) (463.51)
Sundry Balances (Written Back) (Net) - (0.21)
Amortisation of Share Issue Expenses 27.86 27.86
Unrealised Foreign Exchange Gain (Net) (4.49) (2.84)
473.26 90.19
Operating Profit / (Loss) Before (3,478.74) 3,522.61
Working Capital Changes
Changes in Working Capital:
Adjustment for (Increase) / Decrease in
Operating Assets:
Long-term Loans and Advances (297.27) 51.70
Trade Receivables 811.48 (326.41)
Short-term Loans and Advances (1,048.61) (489.02)
Other Current Assets 384.46 (225.23)
Adjustment for Increase / (Decrease) in
Operating Liabilities:
Long-term Provisions 89.65 (24.87)
Trade Payables (273.40) 1,729.58
Other Current Liabilities 106.39 368.55
Short-term Provisions 12.30 (104.37)
(215.00) 979.93
Net Cash from / (used in) Operations (3,693.74) 4,502.54
Net Income Tax paid (263.85) (812.99)
Net Cash Flow from / (used in) (3,957.59) 3,689.55
Operating Activities (A)
B. Cash Flow From Investing Activities
Capital Expenditure on Fixed Assets, (809.49) (367.40)
including Capital Advances
Proceeds from Sale of Fixed Assets 18.47 7.47

Bank Balances not considered as Cash and
Cash Equivalents
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Particulars Year ended 31st March, 2015 Year ended 31st March, 2014
- Margin Money Deposits placed (16.64) (666.04)
- Margin Money Deposits matured 650.58
Inter Corporate Deposits placed - (10,000.00)
Inter Corporate Deposits matured 5,000.00 5,000.00
Current Investments not considered as
Cash and Cash Equivalents
- Purchased (3,850.00) (58,857.95)
- Proceeds from sale 4,522.40 68,362.03
Interest Received on Bank Deposits and 275.91 230.75
Others
Net Cash Flow from / (used in) Investing 5,140.65 4,359.44
Activities (B)
C. Cash Flow From Financing
Activities:
Repayment of Long-term Borrowings (54.52) (54.52)
Net (Decrease) / Increase in Working (42.81) (130.08)
Capital Borrowings from a Bank
Proceeds from Short-term Borrowings 3,110.00
Repayment of Short-term Borrowings (10,160.00)
Proceeds from Issue of Equity Shares on 2.03 54.39
Rights basis
Finance Costs (30.64) (903.36)
Net Cash Flow (used in) / from (125.94) (8,083.57)
Financing Activities (C)
Net Increase / (Decrease) in Cash and 1,057.12 (34.58)
Cash Equivalents (A+B+C)
Cash and Cash equivalents at the 0.95 32.63
beginning of the year
Effect of Exchange Differences on 5.35 2.90
Restatement of Foreign Currency Cash
and Cash Equivalents
Cash and Cash equivalents at the end of 1,063.42 0.95

the year
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GENERAL INFORMATION
Registered Office of our Company

Sun Pharma Advanced Research Company Limited
Sun Pharma Advanced Research Centre,

Akota Road,

Akota,

Vadodara — 390 020

Guijarat, India.

Tel No.: +91 265 2330815

Fax No.: +91 265 2354897

Website: www.sunpharma.in

Email: secretarial @sparcmail.com

Company Registration No.: 047837
Corporate Identity No.: L73100GJ2006PLC047837

Our Mumbai Office

17-B, Mahal Industrial Estate,
Mahakali Caves Road,

Andheri (East),

Mumbai — 400 093

Maharashtra, India

Tel No.: +91 22 6645 5645

Fax No.: +91 22 6645 5685
Website: www.sunpharma.in
Email: secretarial @sparcmail.com

Address of the Registrar of Companies

Registrar of Companies, Gujarat
ROC Bhavan,

Opposite Rupal Park,

Near Ankur Bus Stand,

Naranpura,

Ahmedabad — 380 013

Guijarat, India

Company Secretary and Compliance Officer

Mr. Debashis Dey

Sun Pharma Advanced Research Company Limited
17-B, Mahal Industrial Estate,
Mahakali Caves Road,

Andheri (East).

Mumbai — 400 093

Maharashtra, India

Tel No.: +91 22 6645 5645

Fax No.: +91 22 6645 5685
Website: www.sunpharma.in

Email: debashis.dey@sparcmail.com

Investors may contact the Registrar to the Issue or the Company Secretary and Compliance Officer for any pre-
Issue/ post-Issue related matter. All grievances relating to the ASBA process may be addressed to the Registrar
to the Issue, with a copy to the SCSB, giving full details such as name, address of the applicant, number of
Equity Shares applied for, Amount blocked, ASBA Account number and the Designated Branch of the SCSB
where the CAF was submitted by the ASBA Investors.
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Lead Managers to the Issue

Ernst & Young Merchant Banking Services Private Limited
14th Floor, The Ruby,

29, Senapati Bapat Marg,

Dadar (W), Mumbai — 400 028.

Maharashtra, India

Tel.: +91 22 6192 0000

Fax:+ 91 22 6192 1000

Website: www.ey.com/india

E-mail: sparcrightsissue2@in.ey.com

Investor Grievance E-mail: investorgrievances@in.ey.com
Contact Person: Abhishek Sureka

SEBI Registration No.: INM000010700

Inga Capital Private Limited*

Naman Midtown,

21st Floor, ‘A’ Wing,

Senapati Bapat Marg,

Elphinstone (West),

Mumbai 400 013,

Maharashtra, India.

T: +91 22 4031 3489

F: +91 22 4031 3379

Website: www.ingacapital.com

E-mail: sparc.rights@ingacapital.com
Investor Grievance E-mail: investors@ingacapital.com
Contact Person: Ashwani Tandon

SEBI Registration No.: INM000010924

#Inga Capital Private Limited is an associate of the Company as per the SEBI Merchant Bankers Regulations. Inga Capital Private Limited
has signed the due diligence certificate and accordingly has been disclosed as a Lead Manager. Further, in compliance with the proviso of
Regulation 21A of SEBI Merchant Bankers Regulations and Regulation 5(3) of the SEBI ICDR Regulations, Inga Capital Private Limited
would be involved only in the marketing of the Issue.

Legal Counsel to the Issue

Khaitan & Co

One Indiabulls Centre,
Tower 1, 13" Floor,

841 Senapati Bapat Marg,
Mumbai — 400 013,
Maharashtra, India.

Tel: +91 22 6636 5000
Fax: +91 22 6636 5050

Legal Advisor to the Company

P. H. Bathiya & Associates

15, Tardeo AC Market,

4" Floor, Tardeo Road,

Mumbai — 400034,

Mabharashtra, India.

Tel: +91 22 23523811/ 40045494
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Registrar to the Issue

Link Intime India Private Limited
Pannalal Silk Mills Compound,
L.B.S. Marg,

Bhandup (West), Mumbai - 400 078,
Maharashtra, India.

Tel No.: +91 22 6171 5400

Fax No.: +91 22 2596 0329

Email: sparc.rights@Ilinkintime.co.in
Investor Grievance E-mail: sparc.rights@linkintime.co.in
Website: www.linkintime.co.in
Contact Person: Dinesh Yadav
SEBI Registration: INR0O00004058

Statutory Auditors of the Company

Deloitte Haskins & Sells LLP

Chartered Accountants

Indiabulls Finance Centre,

Tower 3,

271 — 32" Floor,

Senapati Bapat Marg, Elphistone Road (West)
Mumbai-400 013, Maharashtra, India

Tel: + 91 22 6185 4000

Fax: +91 22 6185 4601

Firm Registration No.: 117366W/W-100018
Email: rajhiranandani@deloitte.com

Bankers to the Company

Indusind Bank Ltd.

World Business House,

M.G.Road, Near Parimal Garden,
Ellisbridge,

Ahmedabad-380006,

Gujarat, India

Contact Person: Mr. Shetal Mehta
Tel: +91 79 6663 8320

Fax: + 91 79 2656 4292

Email: shetal.mehta@indusind.com
Website: www.indusind.com

Kotak Mahindra Bank Ltd.
27, BKC, 3" Floor,

Plot No C-27, G-Block,
Bandra-Kurla-Complex,

Bandra (East),

Mumbai — 400 051,
Maharashtra, India.

Contact person: Akshay Kumar Jain
Tel: +91 22 6160 0000

Fax: +91 22 6713 2415

Email: akshay.jainl@kotak.com
Website: www.kotak.com

ICICI Bank Ltd.
Corporate Head Office,
ICICI Bank Towers,
Bandra-Kurla Complex,
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Bandra (East),

Mumbai — 400 051,

Mabharashtra, India.

Contact person: Girish Kapur

Tel: +91 22 2653 6564

Fax:+91 22 2653 1374

Email: girish.kapur@icicibank.com
Website: www.icicibank.com

State Bank of India
Industrial Finance Branch,
Andheri, Natraj 102,

15t Floor, 194, Sir M V Road,
Western Express Highway,
Andheri (East),

Mumbai — 400 069,
Maharashtra, India.

Contact person: Mr. A Neelakantan
Tel.: +91 22 2681 9890

Fax.: +91 22 2683 3001
Email: sbi.04732@sbi.co.in
Website: www.sbi.co.in

Self Certified Syndicate Banks

The list of banks that have been notified by SEBI to act as SCSB for the ASBA process is provided on
http://www.sebi.gov.in. Details relating to designated branches of SCSBs collecting the ASBA application
forms are available at the above mentioned link.

Banker to the Issue

[e]

Credit rating

This being a rights issue of Equity Shares, no credit rating is required.

Statement of responsibility of the Lead Managers

The responsibilities of EYMBS and Inga®, inter alia, are as follows:

S. No Activities Responsibility  Coordinator

1. Capital structuring with relative components and formalities suchas EYMBS and EYMBS
type of instruments, etc. Inga

2. Undertaking due diligence documents and together with legal EYMBS and EYMBS
counsels assist in drafting of the Offer Documents and of Inga
advertisement/publicity material including newspaper
advertisements and brochure/ memorandum containing salient
features of the Offer Document. Compliance with the SEBI
Regulations and other stipulated requirements and completion of
prescribed formalities with Stock Exchanges and SEBI.

3. Selection of various agencies connected with the Issue, namely EYMBS EYMBS
Registrars to the Issue, printers, Bankers to the Issue and
advertisement agencies.

4. Assisting, together with other advisors and legal counsels in EYMBS EYMBS
securing all necessary regulatory approvals for the Issue and
assisting in filing of the Issue related documents with SEBI, Stock
Exchanges or any other regulatory authorities.

5. Marketing of the issue, which shall cover, inter alia, formulating EYMBS and EYMBS
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S. No Activities Responsibility  Coordinator

marketing strategies, preparation of publicity budget, arrangements  Inga*
for selection of (i) ad-media, (ii) bankers to the issue, (iii) collection
centres, and (iv) underwriters and underwriting arrangement,
distribution of publicity and issue material including application

form, letter of offer and brochure and deciding upon the quantum of

issue material

6. The post-issue activities will involve essential follow-up steps, EYMBS EYMBS

which must include finalization of basis of allotment/ weeding out
of multiple applications, listing of instruments and dispatch of
certificates and refunds, with the various agencies connected with
the work such as Registrars to the Issue, Bankers to the Issue, and
bank handling refund business. Even if many of these post-issue
activities would be handled by other intermediaries, the Lead
Managers shall be responsible for ensuring that these agencies
fulfill their functions and enable him to discharge this responsibility
through suitable agreements with the Issuer.

#Inga Capital Private Limited is an associate of the Company as per the SEBI Merchant Bankers Regulations.
Inga Capital Private Limited has signed the due diligence certificate and accordingly has been disclosed as a
Lead Manager. Further, in compliance with the proviso of Regulation 21A of SEBI Merchant Bankers
Regulations and Regulation 5(3) of the SEBI ICDR Regulations, Inga Capital Private Limited would be involved
only in the marketing of the Issue.

Debenture Trustee
This being an issue of equity shares, a debenture trustee is not required.
Appraisal Agency

None of the purposes for which the Net Proceeds are proposed to be utilised have been financially appraised by
any bank or financial institution.

Monitoring Agency

Since the proceeds from the Issue are less than ¥ 50,000 lakhs, in terms of Regulation 16(1) of the SEBI
Regulations, our Company is not required to appoint a monitoring agency for the purposes of this Issue. As
required under the listing agreements entered into with the Stock Exchanges, the Audit Committee appointed by
the Board shall monitor the utilization of the proceeds of the Issue. We will disclose the details of the utilization
of the Net Proceeds of the Issue, including interim use, under a separate head in our financial statements
specifying the purpose for which such proceeds have been utilized or otherwise disclosed as per the disclosure
requirements of our Listing Agreements with the Stock Exchanges.

As per the requirements of Clause 49 of the Listing Agreement, we will disclose to the audit committee the uses/
applications of funds on a quarterly basis as part of our quarterly declaration of results. Further, on an annual
basis, we shall prepare a statement of funds utilized for purposes other than those stated in this Draft Letter of
Offer and place it before the audit committee. The said disclosure shall be made till such time that the full
proceeds raised through the Issue have been fully spent.

Further, in terms of Clause 43A of the Listing Agreement, we will furnish to the Stock Exchanges on a quarterly
basis, a statement indicating material deviations, if any, in the use of proceeds from the objects stated in this
Draft Letter of Offer. Further, this information shall be furnished to the Stock Exchanges along with the interim
or annual financial results submitted under Clause 41 of the Listing Agreement and be published in the
newspapers simultaneously with the interim or annual financial results, after placing it before the audit
committee in terms of Clause 49 of the Listing Agreement.

Underwriters and details of Underwriting Agreement

Our Company has not entered into any underwriting arrangement for the Issue.

48



Minimum Subscription

If our Company does not receive the minimum subscription of 90% of the Issue, or the subscription level falls
below 90%, after the Issue Closing Date on account of cheques being returned unpaid or withdrawal of
applications, our Company shall refund the entire subscription amount received within 15 days from the Issue
Closing Date. In the event that there is a delay of making refunds beyond such period as prescribed by
applicable laws, our Company shall pay interest for the delayed period at rates prescribed under applicable laws.
The above is subject to the terms mentioned under the section titled ‘Terms of the Issue - Basis of Allotment’ on
page 135.

Principal Terms of Loans and Assets charged as security

As on the date of this DLOF, we do not have any secured term loans. For the principal terms of loans and assets
charged as security, see the section “Financial Information” on page 82. Further, our Company had entered into
an agreement dated September 9, 2015, to avail an unsecured inter corporate loan for an amount of ¥ 5,000.00
lakhs, repayable after 12 months from the date of the respective disbursement carrying an interest rate of
10.20% p.a. payable at the end of every month. As on September 15, 2015 our Company has drawn down a sum
0f ¥ 1,200.00 lakhs.

Issue Schedule

Issue Opening Date: [e]
Last date for receipt of request for SAFs: [e]
Issue Closing Date: [e]

The Board of Directors or a duly authorized committee thereof will have the right to extend the Issue period as it
may determine from time to time, provided that the Issue will not be kept open in excess of 30 days from the
Issue Opening Date.
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CAPITAL STRUCTURE

Our share capital and related information as on the date of this Draft Letter of Offer, prior to and after the
proposed Issue, is set forth below:

Aggregate Aggregate Value at
Nominal Value Issue Price

Authorised Share Capital
26,65,00,000 Equity Shares of face value ¥ 1.00 each 26,65,00,000 -
Issued and subscribed capital #Noe D
23,67,04,447 Equity Shares of face value ¥ 1.00 each fully paid-up 23,67,04,447 -
Paid up capital #Noe D
23,66,87,354 Equity Shares of face value % 1.00 each fully paid-up 23,66,87,354
Present Issue being offered to the Equity Shareholders through this Draft Letter of Offer
[e] Rights Issue Equity Shares of face value ¥ 1.00 each at a [e] [e]

premium of T [e] i.e. at an Issue Price of T [@] ¢Noe2)

Issued and subscribed capital after the Issue (assuming full
subscription for and allotment of the Rights Entitlement)

[®]* Equity Shares ¢##Note3of face value ¥ 1.00 each fully paid-up [e] -

Paid up capital after the Issue (assuming full subscription for
and allotment of the Rights Entitlement)

[®]* Equity Shares ¢##Note3of face value ¥ 1.00 each fully paid-up [e]
Securities premium account

Existing securities premium account 195,16,83,558
Securities premium account after the Issue [e]

Notes:

This issue has been authorized by the Board of Directors under section 62(1)(a) and other provisions of the Companies Act,
2013 in its meetings held on May 12, 2015.

Note 1: During Fiscal 2013, our Company had allotted 2,95,88,056 equity shares of ¥ 1 each, to its equity shareholders on
rights basis in the ratio of 1 equity share of ¥ 1 each for every 7 equity shares of ¥ 1 each held, at a premium of ¥ 66 per
equity share. Out of the above our Board of Directors, vide circular resolution dated July 24, 2015, has forefeited 17,093
equity shares, on account of non payment of call money.

Note 2: The present Issue of Equity Shares on a rights basis is in the ratio of [e] Equity Shares for every [e] Equity Shares
held by our existing equity shareholders on the Record Date i.e. [e].

Note 3: As on the date of this letter of Offer 22,030 Equity Shares of the Company are in abeyance.

Notes to the Capital Structure

1. There are no outstanding warrants, options, or rights to convert debentures, loan or other instruments into Equity
Shares as on the date of the Draft Letter of Offer except the rights entitlements on the equity shares kept in
abeyance. We have no partly paid up equity shares or call in arrears as on the date of the Draft Letter of Offer. As
on date, 6 fully paid equity shares of the Company are reflected in the partly paid ISIN on account of failure to
credit the equity shares into the demat account of the respective equity share holder.

2. The shareholding pattern of our Company as on June 30, 2015 is as follows:

Total Shareholding as a SITEGES allelEe oy

% otherwise
Total No. of Vet L gl . B ShiEEs encumbered
Category of No. of Total No. of  Shares held in As a
Shareholder Shareholders Shares Dematerialized As a As a % of Number % of
0,
Form (ffg) (A+B+C) of shares "\ll'gtzlf
Shares

(A) Promoter and
Promoter Group
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Total Shareholding as a

Shares pledged or

otherwise
Total No. of i @ TOEN NS B AR encumbered
Category of No. of Total No. of  Shares held in Asa
Shareholder Shareholders Shares Demia:tenallzed As a As a % of Number % of
orm ol (A+B+C) of shares ol
(A+B) No. of
Shares

(1) Indian
Individuals/Hindu 10  3,54,72,200 3,54,72,200 14.99 1499 11,62,066 3.28
Undivided Family
Central 0 0 0 0.00 0.00 0 0.00
Government/State
Government(s)
Bodies Corporate 17 12,32,75,262 12,32,75,262 52.08 52.08 0 0.00
Financial 0 0 0 0.00 0.00 0 0.00
Institutions / Banks
Any Other 0 0 0 0.00 0.00 0 0.00
(specify)
Trusts 1 1,47,791 1,47,791 0.06 0.06 0 0.00
Sub Total (A)(1) 28 15,88,95,253 15,88,95,253 67.13 67.13 11,62,066 0.73
(2) Foreign
Individuals (Non- 0 0 0 0.00 0.00 0 0.00
Resident
Individuals/Foreign
Individuals)
Bodies Corporate 0 0 0 0.00 0.00 0 0.00
Institutions 0 0 0 0.00 0.00 0 0.00
Qualified Foreign 0 0 0 0.00 0.00 0 0.00
Investors
Any Other 0 0 0 0.00 0.00 0 0.00
(specify)
Sub Total (A)(2) 0 0 0 0.00 0.00 0 0.00
Total 28 15,88,95,253 15,88,95,253 67.13 67.13 11,62,066 0.73
Shareholding of
Promoter and
Promoter Group
(A)=(A)D)+A)2)
Public
shareholding
Institutions
Mutual Funds/UTI 14 25,21,647 22,72,403 1.07 1.07 - -
Financial 13 2,36,670 2,36,586 0.10 0.10 - -
Institutions / Banks
Central 0 0 0 0.00 0.00 - -
Government/State
Government(s)
Venture Capital 0 0 0 0.00 0.00 - -
Funds
Insurance 1 1,04,023 1,04,023 0.04 0.04 - -
Companies
Foreign 51  1,43,91,370 1,43,90,170 6.08 6.08 - -
Institutional
Investors
Foreign Venture 0 0 0 0.00 0.00 - -
Capital Investors
Qualified Foreign 0 0 0 0.00 0.00 - -
Investors
Any Other 0 0 0 0.00 0.00 - -
(specify)
Sub Total (B) (1) 79  1,72,53,710 1,70,03,182 7.29 7.29
Non-institutions
Bodies Corporate 1,258  1,12,66,515 1,12,49,276 476 4,76 - -
Individuals - 84,127  2,95,17,107 2,85,30,238 12.47 12.47 - -
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Total Shareholding as a

Shares pledged or

otherwise
Total No. of YOG TBEL N, GIF e encumbered
Category of No. of Total No. of  Shares held in Asa
Shareholder Shareholders Shares Dematerialized Asa As a % of Number % of
Form (%fg) (A+B+C) of shares "\ll'gtilf
Shares

shareholders
holding nominal
share capital up to
Rs 1 Lakh
Individual 30 1,70,26,820 1,70,26,820 7.19 7.19 - -
shareholders
holding nominal
share capital in
excess of Rs. 1
Lakh
Qualified Foreign
Investors 0 0 0 0.00 0.00 - -
Any Other
Non Resident
Indians (Repat) 1,209 8,14,932 8,01,599 0.34 0.34 - -
Non Resident
Indians (Non
Repat) 333 4,08,263 4,08,263 0.17 0.17 - -
Qualified Foreign
Investors 0 0 0 0.00 0.00 - -
Clearing Member 465 963,235 963,235 0.41 0.41 - -
Directors /
Relatives 2 74,642 74,642 0.03 0.03 - -
Trusts 7 2,643 2,643 0.00 0.00 - -
Foreign Portfolio
Investor
(Corporate) 8 4,71,627 4,71,627 0.20 0.20 - -
Overseas
Corporate Bodies 1 9,600 9,600 0.00 0.00
Foreign Nationals 1 100 100 0.00 0.00
Sub Total (B)(2) 87,441  6,05,55,484 5,95,38,043  25.58 25.58 - -
Total Public
Shareholding
Public Group
(B)=(B)(1)+(B)(2) 87,520  7,78,09,194 7,65,41,225  32.87 32.87 NA NA
Total (A)+(B) 87,548 23,67,04,447 23,54,36,478  100.00 100.00 11,62,066 0.49
Shares held by
custodians and
against which
Depository
Receipts have
been issued
Promoter and
Promoter group 0 0 0 0.00 0.00 0 0.00
Public 0 0 0 0.00 0.00 0 0.00
Sub Total (C) 0 0 0 0.00 0.00 0 0.00
GRAND TOTAL
(A)+(B)+(C) 87,548 23,67,04,447 23,54,36,478  100.00 100.00 11,62,066 0.49

52



Equity Shareholders belonging to the category “Promoter and Promoter Group” of our Company as on
June 30, 2015 is detailed in the table below:

Details of Shares held

Encumbered shares (*)

As a % of
As a % of grand total
Sr.No. Name of the Shareholder No. %f ?gares grand total No Asa (A)+(B)+(C)
e (A)+(B)+(C) percentage of sub-
clause (1)(a)
1 Dilip Shantilal Shanghvi 2,68,09,395 11.33 0 0.00 0.00
2 Viditi  Investment  Private
Limited 2,35,55,458 9.95 0 0.00 0.00
3 Tejaskiran Pharmachem
Industries Pvt Ltd 2,31,22,598 9.77 0 0.00 0.00
4 Quality Investment Private
Limited 2,27,35,998 9.61 0 0.00 0.00
5 Family Investment Private
Limited 2,25,78,841 9.54 0 0.00 0.00
6 Virtuous Share Investments
Pvt. Ltd. 1,19,68,080 5.06 0 0.00 0.00
7 Virtuous Finance Limited 1,12,62,658 4.76 0 0.00 0.00
8 Sholapur Organics Private
Limited 18,59,870 0.79 0 0.00 0.00
9 Jayant Shantilal Shanghvi 11,64,123 0.49 11,62,066 99.82 0.49
10 Vibha Dilip Shanghvi 6,70,871 0.28 0 0.00 0.00
11 Kumud Shantilal Shanghvi 3,80,440 0.16 0 0.00 0.00
12 Aalok Dilip Shanghvi 3,34,045 0.14 0 0.00 0.00
13 Vidhi Dilip Shanghvi 3,28,245 0.14 0 0.00 0.00
14 Jeevanrekha Investrade Pvt.
Ltd. 1,69,657 0.07 0 0.00 0.00
15 Kumud S. Shanghvi Trustee
of Shanghvi Family &
Friends Benefit Trust 1,47,791 0.06 0 0.00 0.00
16 Package Investrade Pvt. Ltd. 1,04,092 0.04 0 0.00 0.00
17 Varsha Kiran Doshi 25,100 0.01 0 0.00 0.00
18 Shanghvi Finance Private
Limited 32,867 0.01 0 0.00 0.00
19 Dipti Nirmal Modi 27,871 0.01 0 0.00 0.00
20 Asawari Investment &
Finance Pvt. Ltd. 5,668 0.00 0 0.00 0.00
21 Flamboyawer Finance Private
Limited 2,426 0.00 0 0.00 0.00
22 Sanghvi Properties Private
Limited 1,800 0.00 0 0.00 0.00
23 Gujarat Sun Pharmaceutical
Industries Pvt Ltd 1,670 0.00 0 0.00 0.00
24 Nirmit ~ Exports  Private
Limited 817 0.00 0 0.00 0.00
25 Aditya Medisales Limited 46,63,156 1.97 0 0.00 0.00
26 Raksha Sudhir Valia 39,73,941 1.68 0 0.00 0.00
27 Sudhir Vrundavandas Valia 17,58,169 0.74 0 0.00 0.00
28 Unimed Investments Limited 12,09,606 0.51 0 0.00 0.00
Total 14,72,90,381 62.23 11,62,066 99.8233 0.00
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Statement showing shareholding of persons belonging to the category ""Public' and holding more than
1% of the total number of shares of our Company as on June 30, 2015:

Details of convertible Total shares

Details of warrants

securities (including
underlyin
No. of aSSh(z;re;sf As a % o w.r.': shares assyun?ing
Sl. Name of the Shaires Tosal Number total Number of numb::?'tgf full conversion
No. Shareholder held No. of of number of  convertible convertible of warranfcs and
Sha{res warrants warrants securities securities con\_/e_rtlble
held of the held of the secu rltlgs) asa
same class same class Oﬁx of dlluyeclI
share capita
1 Sun 9842530 4.16 0 0.00 0 0.00 4.16
Pharmaceutical
Industries Key
Employees
Benefit Trust
2 Lakshdeep 3911542 1.65 0 0.00 0 0.00 1.65
Investments &
Finance Pvt Ltd
3 Matthews India 4816014 2.03 0 0.00 0 0.00 2.03
Fund
4 JP Morgan India 3267568 1.38 0 0.00 0 0.00 1.38
Fund
Total 21837654 9.23 0 0.00 0 0.00 9.22

Statement showing holding of securities (including shares, warrants, convertible securities) of persons
(together with PAC) belonging to the category “public” and holding more than 5% of the total number of
shares of our Company as on June 30, 2015 is detailed in the table below:

Details of warrants

Details of convertible

Name(s) of the Shares securities Total
shareholder(s) and  Number AT % w.r.tiotal Lz
. of total As a % total Number of number of as a % of
Sr. No. the Persons Acting of - . .
. number  No of number of  convertible convertible diluted
in Concert (PAC) shares . L
. of warrants warrants of  securities securities share
with them .
shares thesame class held of the same capital
class
- NIL - - - - - - -
TOTAL

Statement showing details of Locked-in shares of our Company as on June 30, 2015 is detailed in the table

below:
SI. No Ll B e No. of Shares Locked-in Shares as % of Total No. of Shares
e Shareholder : ° :
- Nil 0.00
Total 0.00

Statement showing details of Depository Receipts of our Company of as on June 30, 2015 is detailed in

the table below:

Type of Outstanding DR No. of No. of Shares . .
SI. No. (ADRs, GDRs, SDRs, Outstanding Underlying ggasrgz ;)ng: ;!Zg?l\(l)omos;[%nh??egs
etc.) DRs Outstanding DRs :
- Nil 0.00
Total 0.00
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Statement showing Holding of Depository Receipts (DRs), where underlying shares held by "promoter /
promoter group' are in excess of 1% of the total number of shares of our Company as on June 30, 2015 is
detailed in the table below:

Name of the DR Type of Outstanding DR No. of Shgres Shar(_es Underlying
SI. No. Holder (ADRs, GDRs, SDRs, Underlying Outstanding DRs as a % of
etc.) Outstanding DRs Total No. of Shares
- Nil Nil 0.00
Total 0.00

Statement showing details of disclosure made by the trading members holding 1% or more of the total
number of shares of our Company as on June 30, 2015 is detailed in the table below:

Name of the

sI. No Tradin Name of the No. of shares % of total Date of reporting by the
T g Beneficial Owner held no. of shares Trading Member
Member
- NIL NIL NIL NIL NIL
1. Our Company does not have any employee stock option scheme.
2. Our Promoter and Promoter Group (holding Equity Shares) have confirmed, vide letters on even date

that, they intend to either through themselves or through other members of the Promoter and/or
Promoter Group subscribe to their Rights Entitlement in full in the Issue, in compliance with regulation
10(4) of Takeover Regulations. Our Promoter and Promoter Group have also confirmed that they
intend to (i) subscribe to additional Equity Shares, and (ii) subscribe for unsubscribed portion in the
Issue, if any. Such subscription to additional Equity Shares and the unsubscribed portion, if any, shall
be in accordance with regulation 10(4) of Takeover Regulations subject to their shareholding not
exceeding 75% of the issued, outstanding and fully paid up Equity Share capital in accordance with the
provisions of the Equity Listing Agreement.

Such subscription for Equity Shares over and above their Rights Entitlement, if allotted, may result in
an increase in their percentage shareholding. Any such acquisition of additional Equity Shares of the
Company shall not result in a change of control of the management of the Company in accordance with
provisions of the Takeover Regulations and shall be exempt in terms of Regulation 10 (4) (a) and (b) of
the Takeover Regulations.

3. Neither our Promoter nor members forming a part of Promoter Group have acquired any Equity Shares
during the period of one year immediately preceding the date of filing of this Draft Letter of Offer with
SEBI. In the shareholding pattern for the quarter ended June 30, 2015, the shareholding of Jayant
Shantilal Shanghvi in our Company was reflected as 11,64,123 shares i.e an increase of 2,057 shares in
comparison to the shareholding reflected for the quarter ended March 31, 2015. The increase in the
shareholding by the said additional 2,057 shares was on account of, our Company, clubbing
shareholding of each promoter group individual/entity based on their PAN, irrespective of the fact that
whether such shares are held by such promoter group individual/entity in its individual capacity or on
behalf of others. The said additional 2,057 shares were held by Jayant Shantilal Shanghvi on behalf of
the partnership firm Pratham Investment (wherein he is a partner) and not in his personal capacity.

4. None of the Equity Shares of our Company are locked in as of the date of this Draft Letter of Offer
5. Except 11,62,066 Equity Shares, held by Jayant Shantilal Shanghvi, which are encumbered, as on date
of Draft Letter of Offer, none of the Equity Shares held by the Promoter and Promoter Group are

pledged or otherwise encumbered.

6. The present Issue being a rights issue, as per regulation 34(c) of the SEBI Regulations, the
requirements of promoters’ contribution and lock-in are not applicable.

7. All the Equity Shares are fully paid-up as on the date of this Draft Letter of Offer, there are no partly
paid-up Equity Shares.

8. The ex-rights price of the Equity Shares as per regulation 10(4)(b) of the Takeover Regulations is [e].
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OBJECTS OF THE ISSUE
The Net Proceeds of the Issue are estimated to be approximately T [e] lakhs.
Our Company intends to utilize the Net Proceeds for the following objects:

(i) Meeting costs related to Pharmaceutical Research and Development — Clinical Trials; and
(i) For General Corporate Purposes.

The main objects and objects incidental and ancillary to the main objects set out in the Memorandum of
Association enable our Company to undertake its existing activities and the activities for which funds are being
raised by our Company through the Issue.

The details of the Net Proceeds are summarised in the table below:

Particulars Amount % in lakhs)

Gross proceeds of the Issue® [o]
(Less) Issue related expensest® [o]
Net Proceeds™) [e]

@ To be finalised upon determination of the Issue Price.

Utilization of the Net Proceeds

The proposed utilization of the Net Proceeds is set forth in the table below:

(Tin Lakhs)
Total Amount Deployed  Amount to be funded
Sr. No Particulars of Objects Estimated as on September from the Net
Cost 15, 2015 Proceeds?®
1 Expenditure related to Pharmaceutical 19,615.111 02 19,615.11
Research and Development (i.e. Clinical
Trials Expenses to be incurred on
identified 1 NCE and 4 NDDS projects)
2 General Corporate Purposes* - - [@]
Total [@] [@] (@]

1The quotations/proposals are from the multinational CROs in USD and Euro and the exchange ratio applied is 1 USD =%
63 and 1 Euro =¥ 69. The cost may undergo a change due to exchange rate fluctuations.

2Based on the certificate dated September 15, 2015 from M/s K. C. Mehta & Co., Chartered Accountants.

SAmount to be funded from the Net Proceeds is determined after deducting the amount deployed as on [ @] from
the total estimated cost.

“The amount to be deployed towards General Corporate Purposes will be determined on finalization of the Issue
Price in compliance with the SEBI Regulations.

The fund requirements for the objects of the Issue are based on internal management estimates and the past
experience of our management for the current business plans of our Company and have not been appraised by
any bank or financial institution. The internal management estimates are based on proposals/quotations received
from multinational CROs for the identified projects and/or based on similar kind of studies undertaken in past
by our Company and/or based on quotations/proposals received for similar kind of programs undertaken by
multinational CROs. Normally, these quotations/proposals from multinational CROs are valid for the period of
60 — 90 days. Though these quotations and/or proposals are the basis of our estimates, the validity of the
proposals/quotations have expired. Hence this may result in re-negotiation leading to cost escalation. Any
change in CROs or cost escalation can significantly increase the cost of the objects of the issue. Please see the
section titled “Risk Factors” on page 10 of the DLOF for the risk associated with the project funding and cost
escalation. Our Company may have to revise its research and development fund requirements due to external
and internal factors, including but not limited to, change in government policies, laws, rules and regulations
affecting our business or the industry in which we operate, human resources with expertise in the strategic
therapy area, commercial viability, delay in receipt of approval by ethics committees, site selection, patient
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recruitment rate during clinical trials, efficacy and safety outcomes in clinical trials, changing treatment
landscape, additional data requirement by regulatory authorities after NDA submissions, or our financial
condition, business or strategy, economic and business conditions, increased competition and government
policies in relation to pharmaceutical industry, which may not be within the control of our management.

The nature of our business may require us to revise our requirements and deployment of Issue proceeds, since
the process of discovery of novel drug delivery system (“NDDS”) and / or new chemical entities (“NCE”) are
dependent on various steps and each step in the new drug discovery process is dependent on the success of the
prior step; the overall success of the NDDS and / or NCE process is dependent on the success of each of the
steps carried out in the process. In the event any of the steps in discovery of the NDDS and / or NCE fails due to
any reason, the research and development activities related to the drug discovery process of that particular
NDDS/NCE may be suspended or de-prioritised. This may entail rescheduling or revising the planned
expenditure and funding requirements, including the expenditure for a particular NDDS/NCE project/product or
replacing a particular NDDS/NCE project/product with another/new/expansion of NDDS/NCE project/product
at the discretion of our management. We may also reallocate expenditure to newer projects or those with earlier
completion dates in the case of delays (including delays that may be caused in obtaining, regulatory or local
approvals and permits) in our projects. We may also engage in other new projects and/or further expand our
existing projects in the future, and/or further change the CROs at the discretion of the management of our
Company. Consequently, our fund requirements may also change accordingly. Any such change in our plans
may require rescheduling of our expenditure programs, starting projects that are not currently planned,
discontinuing projects currently planned and an increase or decrease in the expenditure for a particular project,
at the discretion of the management of our Company. In case of any surplus after utilization of the Net Proceeds
for the stated objects and/or utilization of the Net Proceeds towards clinical trials on new/another/revised
NDDS/NCE project/product, we may use such surplus towards future growth opportunities, if required and
General Corporate Purposes.

If surplus funds are unavailable, we may explore a range of options including utilising our internal accrualsand
seeking additional debt from existing and future lenders. We believe that such alternate arrangements would be
available to fund any such shortfalls.

Amount Deployed in the Projects
Our Company has deployed a sum of & 0.00 for the clinical trials on the identified 1 NCE and 4 NDDS projects

till September 15, 2015 as certified by M/s K.C. Mehta & Co., Chartered Accountant vide their certificate dated
September 15, 2015. The details of the funds deployed on the projects are as given below:

(Tin Lakhs)
. . Amount spent
Project Type No of Projects till Septemberp15 2015
NDDS 4(comprising 7 clinical studies) 0.00
NCE 1(comprising 1 clinical study) 0.00
Total 0.00

Schedule of Implementation and Deployment of the Net Proceeds

The Net Proceeds are currently expected to be deployed in accordance with the schedule set forth below:

(Tin Lakhs)
Estimated schedule of deployment of
. . Amount to be funded Net Proceeds for Fiscal
Sr. No Particulars of objects f : :
rom the Net Proceeds . Fiscal Fiscal
Fiscal 2016 2017 2018
1 Expenditure related to Pharmaceutical 19,615.11 3,838.60 9,009.99 6,766.52
Research and Development (i.e. Clinical
Trials Expenses to be incurred on
identified 1 NCE and 4 NDDS projects)
2 General Corporate Purposes™ [@] [@] [@] [@]
Total (@] [@] [@] (@]

*The amount to be deployed towards General Corporate Purposes will be determined on finalization of the
Issue Price in compliance with the SEBI Regulations.
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Details of the Objects of the Issue

A. Expenditures related to Research and Development — Clinical Trials

A clinical trial is an investigation in human subjects with the object of ascertaining an investigational product’s
safety and/or efficacy. The clinical trial intends to:

. discover or verify the clinical, pharmacological and/or other pharmacodynamic effects,
. identify any adverse reactions,
o study absorption, distribution, metabolism, and excretion of drugs

Broadly, the Pharmaceutical Research & Development activities carried out in the following process:

Phases of Clinical Trials

Approval
Phase | Phase Il Phase Il from
Requlator

Commerci
alization

Pre-

Research Clinical

The above highlighted three phases of clinical trials are elaborated below:

(i) Phase | clinical study

A small group of healthy volunteers (20 to 100) are identified and administered ascending doses of the selected
drug candidate starting with sub therapeutic. The purpose of this study is to evaluate for its safety and
preliminary pharmacokinetics, and to determine a safe dose range (or the maximum tolerated dose) for efficacy.
In the Oncology therapeutic arena, safety and tolerability of the investigational agent is also required to be
determined in the intended patient sub-populations.

(i) Phase Il clinical study

The drug candidate is administered to a larger number of patients (100-300) suffering from the targeted disease
condition to assess its efficacy and safety. A second part of the study is also to establish the optimal dose for
efficacy and safety.

(iii) Phase 11 clinical study

The drug is finally assessed in a very large group of patients (300-2000) depending on the therapeutic area to
confirm its effectiveness, monitor side effects, sometimes to compare it with current treatment options available
in the clinical management of the disease and collect information that will allow its safe use. Once the dosing
regimen, efficacy and safety are established in the clinical trials, a New Drug Application (NDA) is filed with
the regulatory agencies seeking approval to sale and market the now approved new drug.

Clinical trial projects mainly consist of the following costs:

@ Investigator Fees: Clinical trials are conducted at hospitals under the supervision of qualified doctors
(investigators and sub-investigators) and their teams comprising research coordinators, and other
technical staff. They are paid by the sponsor for performing trial specific activities as mentioned in
protocol approved by the ethics committee and regulatory authorities. These amounts are known as
investigator fees.

(b) Ethics Committee Fees: A clinical trial project can be started only after approval from ethics
committees and regulatory authorities such as Drugs Controller General of India (the “DCGI”) in India
and Food and Drug Administration (the “FDA”) in USA. The protocol, forms, patient information and
informed consent documents, and dossiers containing information on the drug to be tested are reviewed
and an approval letter is released to the investigator (by ethics committee) and sponsor (by regulatory
authority). The fees charged for this activity and associated expense is shown as ethics committee fees.
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Study Conduct and Monitoring Costs: The act of overseeing the progress of a clinical trial, and of
ensuring that it is conducted, recorded, and reported in accordance with the protocol, standard
operating procedures, good clinical practice, and the applicable regulatory requirements. There are at
times, specific tests and investigations to be conducted to evaluate safety and efficacy of the drug in
question. The costs associated with these activities are study conduct and monitoring costs.

Project Management Costs: To manage and plan activities with the groups involved viz. investigator
team, monitoring team, data management and biostatistics team, safety and pharmacovigilance team,
report writing team, logistics to ensure timely project completion. Costs associated with these activities

Data Management and Biostatistics Costs: All protocol required information is recorded on forms
known as case record forms (the “CRFs”), these are retrieved and the data is entered into a validated
database. Once data from all CRFs is entered, the database is locked and statistics applied to obtain
efficacy/safety tables and output analysis. The cost associated with these activities is data management

Study Report Costs: A written description of a trial conducted in which the clinical and statistical
discussion, presentations, and analyses are fully integrated into a single report. This is generated after
the output from statistical analysis is obtained at the end of the study. The report is submitted to the
investigators, ethics committees and the regulatory authorities. This serves as a decision for future
plans for clinical development/ marketing approval of the drug. The costs associated with these

(©
(d)
are project management costs.
()
and biostatistics cost.
()
activities are termed as study report costs.
(9)

Pass through costs: This includes travel, training, supplies, communication, record archival and
storage costs associated with the project. The costs associated with these activities are termed as Pass
through costs.

Proposed Deployment of Funds:

The identified clinical trials expenses of 1 NCE and 4 NDDS projects is & 19,615.11 Lakhs. The 4 NDDS
projects comprises of 7 clinicial studies. The details of the proposed utilization of the net proceeds of the issue
are given in the table below:

(Tin Lakhs)
- _ Total Amount Amount to be Estimated utilization of Net
Clinical Trial - deployed ason  funded from Proceeds
Estimated : : :
Expenses Costs? September 15 the Net Fiscal Fiscal Fiscal
, 20152 Proceeds 2016 2017 2018
Investigator Fees 6,017.78 0.00 6,017.78 1,014.04 2,834.99 2,168.75
Ethics  committee 116.67 0.00 116.67 24.46 54.42 37.79
fees
Study conduct and 6,492.42 0.00 6,492.42 1,341.32  2,978.99 2,172.12
monitoring costs
Project management 3,020.39 0.00 3,020.39 586.40 1,335.11 1,098.89
Data management 1,231.55 0.00 1,231.55 248.28 593.51 389.76
and biostatistics
Study report costs 154.79 0.00 154.79 39.67 69.95 45.18
Pass through costs 2,581.51 0.00 2,581.51 584.44  1,143.04 854.03
Total 19,615.11 0.00 19,615.11 3,838.60 9,009.99 6,766.52

The quotations/proposals are from multinational CROs in USD and Euro and the exchange ratio applied is 1 USD =% 63

and 1 Euro =¥ 69. The cost may undergo a change due to exchange rate fluctuations.

2 Based on certificate dated September 15, 2015 from M/s K. C. Mehta & Co., Chartered Accountants.

The process of new drug discovery is dependent on various steps. Every step in the new drug discovery process
is dependent on the success of the prior step. The overall success of the new drug discovery process is
dependent on the success of each of the steps carried out in the process. At any point in time due to either failure
of a particular step or commercial unviability of the new drug the research and development activities related to
the new drug discovery process may be suspended or de-priortized. Further, the success of the new drug
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discovery also depends on internal and external factors, the important ones being, government policies, laws,
rules and regulations affecting the business or industry in which we operate, human resources with expertise in
the strategic therapy area, early decision making, commercial viability, differences is the responses observed in
animal/human models vis-a-vis responses in patient population, national policies, infrastructure both in terms of
internal and external e.g. clinical trial set up, approvals/delay is approval by ethics committees, site selection,
patient recruitment rate during clinical trials, etc, efficacy and safety outcomes in clinical trials, changing
treatment landscape, additional data requirement by regulatory authorities after NDA submissions.

Current Status of our Pharmaceutical Research & Development
NCE Program

NCE, also referred to as new molecular entities, are novel pharmaceutical agents that do not contain active
chemical moieties previously approved by the USFDA or any other regulatory agencies. The discovery and
development of these new molecules represents one of the most important areas of research in the
pharmaceutical industry in the pursuit of the next generation of therapeutic agents.

We are currently working on products based on seven NDDS platform technologies including oral, injectable
and topical dosage forms. We have currently three compounds in our NCEs portfolio that are now under pre-
clinical and clinical development, namely, (a) SUN-597; (b) SUN-731; and (c) SUN-K706.

In the recent Past, we have deprioritized SUN - L731 and SUN - 597 nasal/inhalation based on our commercial
assessment analysis and portfolio reorganisation for the United States of America and the European Union,
however, we continue to evaluate development of SUN - L731 and SUN - 597 for India and other emerging
markets. We have deprioritized SUN 1334H Anti Allergic (Oral Tablets), SUN 597 (Ophtalmic), SUN G44 for
commercial reasons and for focusing on therapeutic areas of choice i.e. Oncology, Dermatology,
Ophthalmology and CNS.

The thrust areas of our research programs for new molecules or new chemical entities are to design and develop
therapies for:

Cancer

Our molecule, SUN-K706 for chronic myeloid leukaemia (CML) especially for the resistant form of CML has
been screened in a high throughput kinase panel. We have now developed an optimized formulation of SUN-
K706 which is suitable for clinical studies. The efficacy, safety and toxicology studies required for IND are
completed.

Inflammation/Dermatitis

SUN-0597 is ‘soft steroid’ being currently developed for steroid responsive dermatoses. SUN-597 topical is a
novel corticosteroid. We have completed our Pre-IND meeting.

Asthma and Rhinitis

SUN - L731 is a highly selective and potent LTD4 antagonist being currently developed for asthma and rhinitis
for Indian Market.

We have deprioritized SUN - L731 and SUN - 597 nasal/inhalation based on our commercial assessment
analysis and portfolio reorganisation for the United States of America and the European Union. However, we
continue to evaluate development of SUN - L731 and SUN - 597 for India and other emerging markets. We
have deprioritized SUN 1334H Anti Allergic (Oral Tablets), SUN 597 (Ophtalmic), SUN G44 for commercial
reasons and for focusing on therapeutic areas of choice i.e. Oncology, Dermatology, Ophthalmology and CNS.
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Current Status of NCE projects of our Company
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NDDS Program

NDDS programs focuses on improving therapeutic index and addressing limitations of the currently approved
and marketed drugs. NDDS programs are developed for existing drugs to improve efficacy, patient compliance
and drug safety. NDDS are a new way of effectively delivering a known or new drug in the body or improvising
existing technologies to enhance the safety and patient compliance of the drug. These drug delivery systems are
patient- friendly, as they are less cumbersome, and more convenient for the patient to take as well as the nursing
staff to administer.

In the last 9 years we have developed 7 propriety drug delivery platforms across oral, injectable and topical
drug delivery systems, namely, WRAP Matrix Technology, Gastro Retentive Innovative Device (“GRID”),
Swollen Micelle Microemulsion (“SMM?”), Gel Free Reservoir (“GFR”) Technology, Nanotecton Platform,
Abuse Deterrent Formulations (“ADF”) and Dry Powder Inhaler Device (“DPI”), with established clinical proof
of concept and at least one product each registered in India using 6 of these 7 platforms, namely:(i)
Leviteracetam Extended Release Tablet (Wrap Matrix Technology); (ii) FDC Latanoprost 50 mcg + Timolol
Maleate IP Eqg. to Timilol 5 mg (Preservative free) ophthalmic solution (SMM); (iii) Baclofen E.R. capsules
(GRID); (iv) Fixed dose combination (FDC) of Salmeterol — Xinafoate Eq. to Salmetrol IP 25 mcg/25 mcg/ 25
mcg + Fluticasone Propionate IP 50 mcg / 125 mcg / 250 mcg powder for Inhalation (DPI); (v) Paclitaxel
Injection Concentrate for Nanodispersion 100 mg and 300 mg (Nanotecton Platform); (vi)
LatanoprostOpthalmic Solution (Microemulsion) (SMM); and (vii) Timolol Maleate Ophthalmic Solution
(GFR).

In the recent past, we have deprioritised our research and development activities on Venlafaxine Extended
Release product and Latanoprost +Timolol fixed dose combination for the US market after discussion on the
programme with the United States Food and Drug Administration (“USFDA”); and Baclofen GRS alcohol
dependence program due to the regulatory and economic reasons.

The NDDS programs being developed by our Company are the following:

Oral Controlled Releases

A. Gastro Retentive Innovative Device (“GRID ")
An innovative Gastro Retentive System (“GRS”) has been devised that allows longer retention in the
stomach and improves gastrointestinal absorption of drugs that have a narrow absorption window. We
have developed Baclofen GRS for the treatment of spasticity. The IND has been filed with US Food
and Drug Administration (“USFDA”). We have received a special protocol assessment status from the

United States of America for Phase-3 clinical trial of Baclofen GRS and trials have accordingly began
in the US. Baclofen GRS has already been launched in India.
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Wrap Matrix system

This technology enables developing a multi-layered matrix based functionally coated tablet which
offers controlled release for high dose and high solubility. Levetiracetam ER 1000 mg and 1500 mg, an
anti- epileptic using the wrap matrix technology, have been approved by USFDA in March 2015. We
have been granted composition and dose specific patents for Levetiracetam ER in the US.

Abuse Deterrent Formulations (ADF)

We believe, USFDA considers the development of abuse deterrent, a priority. We believe, the
regulatory environment strongly indicates future development of controlled substance formulations to
be abuse-deterrent. We have identified an opportunity in ADF and preliminary proof-of-concept results
are encouraging. Further, we have also completed conceptual meeting with USFDA and have filed
Patents for ADF.

Targeted drug delivery-injection

D.

Nanoparticle based products - Nanotechnology based delivery systems (“Nanotecton”) enables
selective delivery of cytotoxic drugs to cancerous tissues. In this technology, drugs are encapsulated
within nanoscale carriers derived from biocompatible/ biodegradable polymers and lipids. Two of our
products, Placlitaxel Injection Concentrate for Nanodispersion (“PICN”) and Docetexel Injection
Concentrate for Nanodispersion (“DICN”) for treatment of cancer are in clinical trials. PICN has
obtained marketing approval in India from Deputy Drugs Controller (India).

Topical drug delivery systems

E.

Novel device for inhaled drugs: A newly engineered dry powder inhalation device which enables
convenient and uniform dose administration of drugs for asthma and Chronic Obstructive Pulmonary
Disease (“COPD?”), is being developed as per the guidance of the US and European FDA requirements.
Phase-3 trials in India has been successfully completed and the product has been launched in India in
2011. We have discussed the outcome and clinical development program of the Pharmaco-Kinetic
study with 3 EU regulatory agencies and achieved concurrence with regulatory agencies on the
proposed clinical program.

SMM technology for ophthalmic solution: SMM is a platform for solubilizing ophthalmic drugs with
limited water solubility or completely insoluble ophthalmic drugs. The formulation contains known
ocular lubricant which fortifies the lipid layer in formation of tear film, and uncharged coating is soft to
eye surface. It has reduced risk of ocular surface damage on chronic use and Prevents drug from
environmental temperature and light fluctuations.A BAK-free Latanoprost Opthalmic Solution
(Microemulsion) has been launched in India after obtaining marketing authorization from DCGI. We
have received complete response letter (“CRL”) from USFDA and have responded to the CRL. The
product has been licensed to one of our the Group Companies for the US markets.

Gel Free Reservoir (GFR) technology for ophthalmic solution: GFR technology platform uses a unique
polymer ratio that shows synergistic increase in viscosity without the loss of clarity and flow property.
The formulation stabilizes tear film and retains active for prolonged periods.

Using our NDDS technology we have been able to obtain approvals for Leviteracetam Extended Release Tablet
(Elepsia™ XR) in US and other products in India i.e., (i) Leviteracetam Extended Release Tablet (Wrap Matrix
Technology); (ii) FDC Latanoprost 50 mcg + Timolol Maleate IP Eq. to Timilol 5 mg (Preservative free)
ophthalmic solution (SMM); (iii) Baclofen E.R. capsules (GRID); (iv) Fixed dose combination (FDC) of
Salmeterol — Xinafoate Eq. to Salmetrol IP 25 mcg/25 mcg/ 25 mcg + Fluticasone Propionate IP 50 mcg / 125
mcg / 250 mcg powder for Inhalation (DPI); (v) Paclitaxel Injection Concentrate for Nanodispersion 100 mg
and 300 mg (Nanotecton Platform); (vi) LatanoprostOpthalmic Solution (Microemulsion) (SMM); and (vii)
Timolol Maleate Ophthalmic Solution (GFR).
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In the recent past, we have deprioritised our research and development activities on Venlafaxine Extended
Release product and Latanoprost +Timolol fixed dose combination for the US market after discussion on the
programme with the USFDA; and Baclofen GRS alcohol dependence program due to the regulatory and
£Cconomic reasons.

Current Status of NDDS projects of our Company
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Steps involved in the process of new drug discovery (NCE)

The first step in the exercise is to identify the potential therapeutic target of interest for treating a disorder. Upon
identification of the potential therapeutic target of interest for treating a certain disorder, the process of new drug
discovery for the target commences. It consists of the following key steps:

>

Non clinical Phase
() Hit Identification

If the structural characteristics of the therapeutic target is not known, the compound libraries of particular
scaffolds are screened using high throughput screening methods. However if the structure of the therapeutic
target is known, virtual compound libraries are screened with the help of computer aided drug design group.
Few molecules are from the identified scaffolds and are initially synthesized for preliminary in-vitro screening
for identification of potential scaffold(s).

(i) Lead identification and optimization

Once hit is identified, its analogues are synthesized and are subjected to a series of tests for assessing potency
and selectivity for the therapeutic target. The next step is to perform an early assessment of Absorption,
Distribution, Metabolism and Excretion (“ADME”)/ toxicology characteristics in-vitro and in in-vivo and also
screen for their efficacy in animal models of the disease. Based on these results appropriate structural
modifications are done so as to optimize the desired attributes for efficacy and ADME characteristics. The most
promising candidates are then selected for further assessments.

(iii) Candidate identification and selection
The promising candidates are further screened for performance in various disease models. Also, these
compounds are assessed for their physicochemical characteristics such as stability, solubility etc., before

proceeding for long term toxicological studies. The best compound meeting the requirements of efficacy, safety,
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pharmacokinetics and physicochemical characteristics is chosen for long term toxicity studies and is selected as
a candidate for clinical assessment. Once the regulatory toxicological and safety studies are completed, an
investigational new drug (IND) application is filed with the regulatory authorities seeking permission for first in
human studies.

B. Clinical Phase

() Phase I clinical study

A small group of healthy volunteers (20 to 100) are identified and administered ascending doses of the selected
drug candidate starting with sub therapeutic. The purpose of this study is to evaluate for its safety and
preliminary pharmacokinetics, and to determine a safe dose range (or the maximum tolerated dose) for efficacy.
In the Oncology therapeutic arena, safety and tolerability of the investigational agent is also required to be
determined in the intended patient sub-populations.

(i) Phase Il clinical study
The drug candidate is administered to a larger number of patients (100-300) suffering from the targeted disease
condition to assess its efficacy and safety. A second part of the study is also to establish the optimal dose for
efficacy and safety.

(iii) Phase 11 clinical study
The drug is finally assessed in a very large group of patients (300-2000) depending on the therapeutic area to
confirm its effectiveness, monitor side effects, sometimes to compare it with current treatment options available
in the clinical management of the disease and collect information that will allow its safe use. Once the dosing
regimen, efficacy and safety are established in the clinical trials, a New Drug Application (NDA) is filed with
the regulatory agencies seeking approval to sale and market the now approved new drug.
Steps involved in development of products using NDDS platforms.

A. Literature Search:

Based on the business potential and the unmet need, product is identified for development using NDDS
platforms. Literature search is carried out to collect information about APl and dosage forms.
Regulatory status, patent status, present manufacturers of drug, physical and chemical properties,
method of analysis, mechanism of action of drug is searched for drug substance, whereas, for dosage
form, brands in the concerned market, relevant reference product, releases of the drug in body,
regulatory requirements for the proposed dosage form and available methods of analysis for finished
product is searched.

B. Creation of TPP (Target Product Profile) / QTPP (Quality Target Product Profile) and Identification
of Critical Quality Attributes (CQASs)

Based on the findings of the literature search, the following attributes are proposed for the dosage, i.,e
(@) desired finished product characteristics including in-vitro release profile; (b) desired
pharmacokinetic profile; (c) proposed pack; and (d) proposed shelf life.Also, clinical and non-clinical
studies are proposed based on regulatory requirements, collected literature and previous knowledge.

C. Application for licences & permissions

Necessary regulatory permissions are applied for in the concerned marketing country, such as test
licence for project initiation, no objection certificate from DGCI, license for import of reference
product, application for permission for conducting bioequivalence/ relative bioavailability
study/clinical study (if any).

D. Pre-formulation Studies

The phase of pre-formulation studies begins after the Company procures all the necessary permissions,
authorisations and raw material, such as, drug substance and excipients (inactive materials) required for
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each stage. This phase includes analytical method development, characterization of API, API- excipient
compatibility study, selection of excipients based on compatibility study, characterization of excipients
and packaging materials etc.

E. Analytical Method Development

Analytical methods, if available, in pharmacopoeia may be evaluated on formulations and
intermediates to check for safety, efficacy and suitability. Analytical studies are an integral part of pre-
formulation. If methods are not available in pharmacopoeias, in-house methods such as stability
indicating assay, related substances, dissolution and any other tests will be developed.

F. Formulation Development

The formulation development phase consists of three stages, i.e., exploration and feasibility,
confirmation and stability testing and optimization.

€)] Exploration and feasibility: During the exploration and feasibility phase, feasibility of
proposed manufacturing process is evaluated. The use of various excipients and if required,
different processes are evaluated. Appropriate analytical feedback is obtained using available
analytical methods. Formula is developed to meet all the desired product characteristics.

(b) Confirmation and stability testing: In this phase the prototype batches are packed suitably and
charged for stability studies, taking into consideration the requirements of market country.
Multimedia dissolution study carried out for reference product and test product.

(© Pilot bioequivalence is carried out as per the regulatory requirement.

G. Optimization of formulation:

Formulation challenge studies are performed to enable optimization of the formula and manufacturing
process. At this stage impact of different formulation factors is evaluated. Optimization is carried out
till a bioequivalent and stable product is developed. Suitable changes are done after obtaining
bioequivalent formulation subject. The formulation is scaled up to pilot plant scale and larger scale.

H. Pivotal bioequivalence studies and clinical studies (Clinical Phases as covered under Steps involved in
the process of New Drug Discovery) are carried out. Necessary stability data of exhibit batches along
with development data and data of bioequivalence studies and clinical studies are provided to the
regulatory agencies for approval.

The process of NDDS technology is dependent on various steps. Every step is dependent on the success of the
prior step. At any point in time due to either failure of a particular step or commercial unviability of the
formulation the research and development activities may be deprioritized.

The detail of expenditure incurred by our Company on clinical trials and professional charges for the last three
financial years is as follows:

(¥in Lakhs)
For year
. For year ended For year ended
PRSI Mar?:/h 31, 2015 Mar?:/h 31,2014 cnded March
31, 2013
Clinical Trials and Professional Charges 11,061.30 5,273.71 4,129.59%
Total Revenue 15,877.15 17,703.27 8,889.59
% of Total revenue 69.67% 29.79% 46.45%

# Expenditure in relation to the Clinical Trials and Professional Charges for the Financial Year 2013 has been
regrouped/ reclassified to correspond with Fiscal 2015 classification / disclosure.

Research and Development Infrastructure Facilities

Our Company has fully integrated research facilities for medicinal chemistry, process research, analytical
research, bioanalytical and pharmacokinetics, pharmacology and toxicology, novel drug delivery research and
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formulation development located at Tandalja, Vadodara and at Andheri, Mumbai. As on August 31, 2015, our
research and development team consists of 274 scientists. Our Company’s pharmaceutical testing facility at
Tandalja has been approved by the USFDA. In addition, our Company’s toxicology labs at VVadodara have been
accredited by the Association for Assessment and Accreditation of Laboratory Animal Care International
(“AAALAC International”).

B. General Corporate Purposes

Our Company proposes to deploy the balance Net Proceeds aggregating % [e] lakhs towards General Corporate
Purposes, subject to such utilization not exceeding 25% of the Issue Proceeds, including but not limited to
strategic initiatives, partnerships and joint ventures, meeting exigencies which our Company may face in the
ordinary course of business, meeting expenses incurred in the ordinary course of business, strengthening our
Company’s marketing capabilities and any other purpose as may be approved by the Board or a duly appointed
committee from time to time, subject to compliance with the necessary provisions of the Companies Act.

Our Company’s management, in response to the competitive and dynamic nature of the industry, will have the
discretion to revise its business plan from time to time, and consequently, our funding requirement and
deployment of funds may also change. In accordance with the policies of our Board, our management will have
flexibility in utilizing the proceeds earmarked for General Corporate Purposes.

Means of Finance

We propose to meet our expenditure towards the objects of the Issue entirely out of the proceeds of the Issue
and hence, no amount is proposed to be raised through any other means of finance. Accordingly, Clause (VII)
(D) of Part E of Schedule VIII of the SEBI Regulations (which requires firm arrangements of finance through
verifiable means for 75% of the stated means of finance, excluding the amount to be raised through the proposed
issue) does not apply. In case of a shortfall in the Net Proceeds, we may explore a range of options including
utilizing our internal accruals, and/or seeking additional debt from existing and or other lenders.

Bridge Financing Facilities

Our Company has not raised any bridge loans from any bank or financial institution as on the date of this Draft
Letter of Offer, which are proposed to be repaid from the Net Proceeds. However, depending on business
requirements, our Company may consider raising bridge financing facilities, pending receipt of the Net
Proceeds.

Interim use of Net Proceeds

Our management will have flexibility in deploying the Net Proceeds. Pending utilization for the purposes
described above, we intend to temporarily deposit the funds in the scheduled commercial banks included in the
second schedule of Reserve Bank of India Act, 1934.

Issue Expenses

The total expenses of the Issue are estimated to be approximately T [e] lakhs. The Issue related expenses

include, among others, fees to various advisors, printing and distribution expenses, advertisement expenses, and
registrar and depository fees. The break-up of estimated Issue related expenses are as follows:

Expense Expense
Activity '(Ei;]‘pggiis)* (% of total (% of Issue
expenses)* Size)*
Fees of Lead Managers, bankers to the Issue, legal [e] [e] [e]
advisor, registrar to the Issue and out of pocket
expenses
Expenses relating to advertising, printing, [e] [e] [e]
distribution, marketing and stationery expenses
Regulatory fees, filing fees, listing fees, depository [e] [e] [e]
fees, auditor fees and miscellaneous expenses
Total estimated Issue expenses [e] [e] [o]

*Amount will be finalized at the time of filing the Letter of Offer and on determination of Issue Price and other
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details.
Monitoring of the utilization of funds

Since the proceeds from the Issue are less than ¥ 50,000 lakhs, in terms of Regulation 16(1) of the SEBI
Regulations, our Company is not required to appoint a monitoring agency for the purposes of this Issue. As
required under the listing agreements entered into with the Stock Exchanges, the Audit Committee appointed by
the Board shall monitor the utilization of the proceeds of the Issue. We will disclose the details of the utilization
of the Net Proceeds of the Issue, including interim use, under a separate head in our financial statements
specifying the purpose for which such proceeds have been utilized or otherwise disclosed as per the disclosure
requirements of our Listing Agreements with the Stock Exchanges.

As per the requirements of Clause 49 of the Listing Agreement, we will disclose to the audit committee the uses/
applications of funds on a quarterly basis as part of our quarterly declaration of results. Further, on an annual
basis, we shall prepare a statement of funds utilized for purposes other than those stated in this Draft Letter of
Offer and place it before the audit committee. The said disclosure shall be made till such time that the full
proceeds raised through the Issue have been fully spent. The statement shall be certified by our Auditors.

Further, in terms of Clause 43A of the Listing Agreement, we will furnish to the Stock Exchanges on a quarterly
basis, a statement indicating material deviations, if any, in the use of proceeds from the objects stated in this
Draft Letter of Offer. Further, this information shall be furnished to the Stock Exchanges along with the interim
or annual financial results submitted under Clause 41 of the Listing Agreement and to be published in the
newspapers simultaneously with the interim or annual financial results, after placing it before the audit
committee in terms of Clause 49 of the Listing Agreement.

Appraising Entity

None of the objects of the Issue for which the Net Proceeds will be utilised have been appraised.

Other Confirmations

No part of the Issue Proceeds will be paid by us to our Promoter and Promoter Group, Directors, Key
Management Personnel, Associates or Group Companies, except in the usual course of business.
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SECTION IV -STATEMENT OF TAX BENEFITS

The Board of Directors,

Sun Pharma Advanced Research Company Limited,
17/B, Mahal Industrial Estate

Mahakali Caves Road

Andheri (East)

Mumbai — 400 093

Respected Sir,

Sub:

Certificate of possible Special Tax Benefit in connection with the issue of Right Shares by Sun
Pharma Advanced Research Company Ltd. (“the Company”) pursuant to Securities and
Exchange Board of India (Issue of Capital and Disclosure Requirements) Regulations

2009 (“SEBI Regulations”).

We are being appointed by the company, in pursuance to the SEBI Regulations, to list out the possible tax
benefits available both to the company and to its shareholders under as per the provisions of the Income Tax
Act, 1961 (“the Act”). The same are dealt with in a summary manner in the Annexure - A and is not a
complete analysis or listing of all potential tax consequences to the subscription, ownership and disposal of
equity shares, under the current tax laws presently in force in India. Several of these benefits are dependent
on the Company or its shareholders fulfilling the conditions prescribed under the relevant provision of the
statute. The scope of this certificate shall not therefore in any way be construed as substitute of professional
advice or as the case may be an option on the aspect.

Limitations:

1.

Several of the listed benefits are dependent on the shareholders fulfilling the conditions prescribed
under the relevant tax laws. Hence the ability of the shareholders