DIRECTORS' REPORT

Your Directors take pleasure in presenting the Eighteenth Annual Report and Audited Accounts for the year ended
March 31, 2010.

Financial Results

(Rs. in million except dividend per share and book value)

Year ended
March 31, 2009

Year ended
March 31, 2010

Total Income

Profit after tax

Dividend on Equity Shares
Corporate Dividend tax

Transfer to various Reserves

Amount of dividend per equity share of Rs. 5/- each

Book value per equity share of Rs. 5/- each

Dividend

Your Directors are pleased to
recommend an equity dividend of
Rs. 13.75 per equity share of face
value Rs. 5/- each (previous year

Rs. 13.75 per equity share of face
value Rs. 5/- each) for the year ended
March 31, 2010.
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Management Discussion
and Analysis

The management discussion and
analysis on the operations of the
Company is provided in a separate
section and forms part of this
report.

26467 40437
8987 12653
2848 2848

473 484
3000 4500
13.75 13.75
276 249

Human Resources

A dedicated team of over 8000 multi-
cultural employees have been pushing
boundaries of your organisation to
maximize opportunities across our
corporate office, Company's various
R&D Centres & 19 plants (including
associate companies) spread across



three continents. The potential and
ability to deliver consistently is
established by our remarkable team,
evident from our consistent growth.
The Company recognises the
importance and contribution of our
people. Performance orientation and
ethics are high priority areas. The
supportive work environment and
opportunities for career advancement
within the Company itself, helps
retain talent. Your Directors
recognise the team’s valuable
contribution and places on record
their appreciation for Team Sun
Pharma.

Information as per Section 217(2A) of
the Companies Act, 1956, read with
the Companies (Particulars of
Employees) Rules, 1975 as amended,
is available at the registered office of
your Company. However, as per the
provisions of Section 219(1)(b)(iv) of
the said Act, the Report and Accounts
are being sent to all shareholders of
the Company and others entitled
thereto excluding the aforesaid
information. Any shareholder
interested in obtaining a copy of this
statement may write to the Company
Secretary/Compliance Officer at the

Corporate Office or Registered Office
address of the Company.

Information on Conservation
of Energy, Technology
Absorption, Foreign
Exchange Earning and
Outgo.

The additional information relating to
energy conservation, technology
absorption, foreign exchange earning
and outgo, pursuant to Section
217(1)(e) of the Companies Act, 1956
read with the Companies (Disclosure
of Particulars in the Report of the
Board of Directors) Rules, 1988, is
given in Annexure and forms part of
this Report.

Corporate Governance

Report on Corporate Governance and
Certificate of the auditors of your
Company regarding compliance of the
conditions of Corporate Governance
as stipulated in Clause 49 of the
listing agreement with stock
exchanges, are enclosed.

Consolidated Accounts

In accordance with the requirements
of Accounting Standard AS-21
prescribed by the Institute of

Chartered Accountants of India, the
Consolidated Accounts of the
Company and its subsidiaries is
annexed to this Report.

Subsidiaries

The Ministry of Corporate Affairs,
Government of India, has granted
approval that the requirement to
attach various documents in respect
of subsidiary companies, as set out in
sub-section (1) of Section 212 of the
Companies Act, 1956, shall not apply
to the Company. Accordingly, the
Balance Sheet, Profit and Loss
Account and other documents of the
subsidiary companies are not being
attached with the Balance Sheet of
the Company. Financial information of
the subsidiary companies, as required
by the said order, is disclosed in the
Annual Report. The Company will
make available the Annual Accounts
of the subsidiary companies and the
related detailed information to any
member of the Company and its
subsidiaries who may be interested in
obtaining the same. The annual
accounts of the subsidiary companies
will also be kept open for inspection
by any investor at the Registered
Office & Corporate / Head Office of
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the Company and that of the
respective subsidiary companies. The
Consolidated Financial Statements
presented by the Company include
financial results of its subsidiary
companies.

Finance

CRISIL continued to reaffirm its
highest rating of "AAA/ Stable" and
"P1+", for your Company’s Banking
Facilities throughout the year enabling
your Company to avail facilities from
banks at attractive rates. The
Company does not offer any Fixed
Deposit scheme.

Corporate Social
Responsibility

Your organization continued to
support activities in two areas-- health
and education. Other areas of
support were disaster relief and civic
utilities around the plants and
research centers, where assistance
was provided on a need basis.

Directors

Shri Sudhir V. Valia, Shri Hasmukh S.
Shah and Shri Ashwin S.Dani retire by
rotation and being eligible offer
themselves for re-appointment.

Shri Subramanian Kalyanasundaram
was appointed as an Additional
Director, and Chief Executive Officer &
Whole-time Director of the Company
for a period of five years from April 1,
2010 to March 31, 2015, by the
Board of Directors by way of circular
resolution passed on March 31, 2010,
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and holds the office as a director up
to the ensuing Annual General
Meeting. The Company has received
requisite notice under Section 257 of
the Companies Act, 1956, from a
member to propose his name for
being appointed as a Director of the
Company.

Directors’ Responsibility
Statement

Pursuant to the requirement under
Section 217(2AA) of the Companies
Act, 1956, with respect to Directors’
Responsibility Statement, it is hereby
confirmed:

(i) that in the preparation of the
annual accounts for the financial year
ended March 31, 2010, the applicable
accounting standards have been
followed along with proper
explanation relating to material
departures;

(i) that the Directors have selected
appropriate accounting policies and
applied them consistently and made
judgements and estimates that were
reasonable and prudent so as to give
a true and fair view of the state of
affairs of the Company at the end of
the financial year and on the profit of
the Company for the year under
review;

(iii) that the Directors have taken
proper and sufficient care for the
maintenance of adequate accounting
records in accordance with the
provisions of the Companies Act,
1956 for safeguarding the assets of

the Company and for preventing and
detecting fraud and other
irregularities; and,

(iv) that the Directors have prepared
the annual accounts for the financial
year ended March 31, 2010 on a
‘going concern’ basis.

Auditors

Your Company'’s auditors, M/s.
Deloitte Haskins & Sells, Chartered
Accountants, Mumbai, retire at the
conclusion of the forthcoming Annual
General Meeting. Your Company has
received a letter from them to the
effect that their re-appointment, if
made, will be in accordance with the
provisions of Section 224(1-B) of the
Companies Act, 1956.
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We possess a rich patent library. The
cumulative filings stood at 246
filings, of which 81 were approved.
We filed 13 new patent applications
in 2009-10.

Regulatory Affairs

Every step in the pharmaceutical
value chain — product development,
manufacture and marketing — is
marked by an adherence to
regulatory compliance. The
regulatory norms vary widely

across countries and are periodically
upgraded to meet increasing quality
expectations.

The result is that with competition
increasing, it is not merely enough to

meet regulatory compliance; it is now
imperative to do so with speed and
emerge as a first-mover in a
particular product or geography.

Our regulatory compliance is a
competitive advantage that has
enabled us to establish a global
footprint across 40 countries. Our
regulatory team helps strengthen
(through increased product filings)
and expand (by meeting regulatory
requirements of new geographies)
this global presence.

Over the years, our team reduced the
time for filing regulatory documents
despite growing regulatory
complexities.
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Highlights, 2009-10

> Filed 14 DMFs in the US; received DMFs/CEPs filed DMFs/CEPs approved
six DMF approvals during the year.

We emerged among the few Indian
155

pharmaceutical companies with the
maximum DMF filings in the US — 99
(with 43 approvals) as on March 133
31, 2010.

> Filed seven Certificate of Suitability
with the European Pharmacopoeia

(CEP) for strengthening our European %0

presence; this took the total CEP

filings to 28, with 21 approvals in all. 75—

> Filed 30 ANDAs for approval with 59
US regulatory authorities; received

approval for 15 ANDAs; the total tally

of ANDAs stood at 207 filed and 84

approved as on March 31, 2010.

> Filed dossiers in 40 countries,
including Taiwan, Japan, Canada,
Australia and China.

> Received approval for Sumatriptan
prefilled injections from UK MHRA,
the Company's first device approval.
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Approvals in 2009-10

DMF/CEPs approved ANDAs approved Products approved in rest of the world
8 15 394

In 2009-10, we filed eight DCPs in Europe for complex products and received
approvals for five. We received our fastest DCP approval (as yet) in only 12 months
for Olanzapine. As filing procedures and approvals get increasingly complex, we are
working to strengthen our regulatory team.
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Consistent quality is critical in the pharmaceutical sector, especially for

companies like ours that are present in quality-conscious regulated markets.

We focus on high product quality standards, ensured by a

14-member quality management team. The vindication of our quality focus is
evident in our manufacturing facilities holding certifications from some of the
world’'s most demanding regulatory bodies.

Halol on the

global map

Our Halol unit received
GMP approvals in 2009-10
from Canada, Australia,
Ukraine, Nigeria, Colombia
and Taiwan. This is in
addition to its USFDA &
UKMHRA approvals.

Annual Report 2009-10 | 23



The contribution of our team is

critical to our performance.
Intellectual capital is the strongest
driver of our growth. Our success is
largely derived from our ability to
attract the best talent, create
opportunities to identify potential
and groom our team for leadership
positions by providing a congenial
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environment to perform, lead and
grow the organisation.

We practice a policy of creating
tomorrow’s leaders from within the
organisation, providing a clear
growth path to team members. This
process is facilitated through an
institutionalised promotional system

Intellectual capital

called Career Progression Program
(CPP).

A key challenge is protecting and
retaining junior level employees
operating in the plants and factories.
Our team is also replicating its CPP
programme across all manufacturing
facilities.



Internal control

Sun Pharma’s defined organizational
structure, documented policy
guidelines and adequate internal
controls ensure efficiency of
operations, compliance with internal
policies, applicable laws and
regulations, protection of resources
and assets, and accurate reporting of
financial transactions.

Moreover, the Company continuously
upgrades these systems in line with
the best available practices.

The internal control system is
supplemented by extensive internal
audits, conducted by independent
firms of Chartered Accountants to
cover various operations on a
continuous basis.

In the Analytical .lab, Ha;o/

The Company
continuously upgrades
its systems in line with
the best available
practices.
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