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ALKEM

DIRECTORS’ REPORT

TO THE MEMBERS
Your Directors have pleasure in presenting their 39" Annual Report along with the audited accounts for the year ended

31% March, 2013.
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ALKEM

DIRECTORS’ REPORT

SUBSIDARIES:

During the year, the Company has incorporated a wholly owned subsidiary in the name of
Alkem Laboratories Korea Inc on 7™ August, 2012 in Korea having 15000 units of 100
Korean Won each amounting to Korean Won 1,50,00,000

During the year, the Company has incorporated a wholly owned limited liability Partnership
in the name of The Pharma Network Limited Liability Partnership in Kazakhstan on 14™ August,
2012 with a charter capital of Tenge 1.61.800.

During the year S & B Pharma Inc was incorporated on 25 01.2012 in the State of Delaware
USA with a authorized share capital of 100 shares of common stock at 0.018 per share in
which the Company holds 49 share and the balance 51 share are held by S & B Holdings
BV. a wholly owned subsidiary of the Company in Netherlands

During the year, the Company has acquired 6,83,13,954 shares being 100% of the share
capital of Pharmacor Limited, Australia. Consequent to this Pharmacor Limited has become
a wholly owned subsidiary of the Company. Out of this 100% share capital 54,651,163
shares constituting 80% of the share capital in Pharmacor Limited were acquired by the
Company from S & B Holdings BV. a wholly owned subsidiary of the Company in Netherlands
and the balance 13,662,791 shares constituting 20% of the share capital in Pharmacor
Limited were acquired by the Company from Phamacy [ pty Limited as a trustee for the
Jean Pierre Salama No. 2 Family Trust

S & B Holding BV. a wholly owned subsidiary of the Company in Netherlands had acquired
51% of total shares i.e 34,883.721 shares in Pharmacor Limited. Ausiralia on 30.06.2009
S & B Holding BV further acquired 29% of the total share capital i e 19,767.442 shares in
Phamacor Limited on 1% April, 2011 thus acguiring 80% of total share capital i e. 54,651.163
shares in Pharmacor Limited, Australia

A statement pursuant to Section 212 of the Companies Act, 1956 relating to the above
subsidiaries have been given as an annexure to the Annual Report

DIRECTORS:

Mr M K. Singh, Mr. M. C. Shah and E. N. Shankar retire by rotation and are eligible for
reappointment

PERSONNEL:

As required by the provision of Section 217(2A) of the Companies Act, 1956, read with
Companies (Particulars of Employees) Rules, 1975 as amended, the particulars of the
employees are set out in the Annexure to the Directors Report However, as per the
provision of the Companies Act, 1956, the Report and Accounts are being sent to all the
shareholders of your Company excluding the aforesaid information. Any shareholder
interested in obtaining such particulars may write to the Registered Office of the Company.
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ALKEM

DIRECTORS’ REPORT

DIRECTORS RESPONSIBILITY STATEMENT:

Pursuant to the requirement of Section 217(2AA) of the Companies Act, 1956, the Board of Directors of the Company
confirms:

i. Thatin the preparation of the annual accounts, the applicable accounting standards have been followed and there has
been no material departure;

ii. That the selected accounting policies were applied consistently and the directors made judgments and estimates that
are reasonable and prudent so as to give a true and fair view of the state of affairs of the Company as at March 31, 2013
and of the profit of the Company for the year ended on that date;

That proper and sufficient care has been taken 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;

v. That the annual accounts have been prepared on a going concern basis

ENERGY,TECHNOLOGY & FOREIGN EXCHANGE:

Information in accordance with the provisions of Section 217(1)(e) of the Companies, Act, 1956, read with Companies
(Disclosure of Particulars in the Report of Board of Direciors) Rules, 1988 regarding conservation of energy, technology
absorption and foreign exchange earnings and outgo is given in the Annexure forming part of this report.

AUDITORS:

M/s R.S.Sanghai & Associates, Chartered Accountants, the Company's Auditors will retire at the conclusion of the
ensuing Annual General Meeting. They have given their consent to act as Auditors of the Company, if re-appointed. Members
are requested to appoint the auditors and fix their remuneration.

AUDITORS REMARKS:

The auditors have not given any adverse remark in their report which requires any further clarification. The report is self
explanatory.

ACKNOWLEDGEMENT:

Your Directors would like to express their grateful appreciation to the Bankers and trade associates for their valuable
assistance, continued support and co-operation and also wish to extend their thanks and appreciation to the Management
team, Staff and Workers of the Company for their commitment, dedication and respective contributions to the Company's
operations during the year under review.

For and on behalf of the Board

SAMPRADA SINGH
Chairman

Mumbai, 12th June, 2013
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ANNEXURE TO DIRECTORS’ REPORT

Information under Section 217(1)(e) of the Companies Act,1956 read with the Companies (Disclosure of Particulars in the
Report of Board of Directors) Rules,1988, and forming part of the Directors’ Report.

A. CONSERVATION OF ENERGY:

a) Energy Conservation Measures taken:
Energy conservation continues to receive top priority in the company, energy consumption are monitored,
maintenance systems improved and distribution losses are reduced. Specific Energy Conservation measures
taken include installation of energy efficient system in the existing equipment configuration.

b) Additional proposals or activities, if any:
Improving the insulation of low and high temperature services.

¢) Impact of measures taken:
Energy conservation measures of the type mentioned above have resulted in gradual savings.

d) Total energy consumption and energy conservation per unit of production :
As per Form A of the Annexure hereunder.

FORMA:
31.03.2013 31.03.2012
CONSERVATION OF ENERGY
1. Power & Fuel Consumption
a) Electricity Purchased
Unit (Nos. Lakhs) 447.04 401.65
Total Amount (Rs. Lakhs) 2,187.43 1,972.89
Unit Rate (Rs.) 4.89 491
b} Own Generation
i) Through Diesel Generator
{No. of units in Lakhs) 37.85 22.39
Cost of HSD (Rs. Lakhs) 472.23 269.39
Cost / Unit (Rs.) 12.48 12.03
i) Through Steam Turbine/
Generator NIL NIL
Units per litre of Oil / Gas NIL NIL
Cost per Unit NIL NIL
2. Coal
Quantity (M.T.) 4,025.94 9,224.52
Cost (Rs. Lakhs) 162.62 371.56
Average Rate/ M.T. (Rs.) 4039.31 4,027.97
3. Furnace Oil
Quantity (Ltrs in Lakhs) - 19.57 39.70
Total Cost (Rs. Lakhs) 784.37 1,466.26
Average Rate/ Litre (Rs.) 40.07 36.94
4. Others
Quantity (M.T.) 130.96 48.53
Total Cost (Rs. Lakhs) 1047.87 376.99
Average Rate/ M.T.(Rs.) 8.00 7.77
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ANNEXURE TO DIRECTORS’ REPORT
CONSUMPTION PER UNIT OF PRODUCTION
Electricity ] Since the Company manufactures different types of formulations
Coal } (Capsules, Tablets, Ointments, Liquids & Injectables) there is no
Furnace Oil ] specific standard as the consumption per unit depends on the

Others | product mix of formulations.
B. RESEARCH & DEVELOPMENT AND TECHNOLOGY ABSORPTION:
RESEARCH & DEVELOPMENT (R&D)

1. Specific areas in which R & D work is carried out :
The focus of the Company's R & D efforts was on the following areas:

i.  Development of new drug formulations for existing and newer active drug substances.

ii. Development of agro technology, genetics and biotechnology for cultivation of medicinal plants and isolation
of active ingredients from plant materials.

ii. Development of new drug delivery systems for existing and newer active drug substances as also newer
medical devices.

.  Patenting of newer processes/newer products/newer drug delivery systems/newer medical devices/
newer usage of drugs for both local and international markets.

v Development of new innovative technology for the manufacture of existing APls and their intermediates.
vii  Development of new products, both in the area of APls as well as formulations, specifically for export.
vi,  Development of methods to improve safety procedures, effluent control, pollution control, etc.

vii.  Projects to develop APIs and formulations jointly with overseas companies.

ix.  Development of products related to the indigenous system of medicines.

2. Some of the major benefits derived as a result of R&D include:
i.  Successful commercial scale up of several new APls and formulations.

ii.  Development of new drig delivery systems and devices.

ii.  Improved processes and enhanced productivity in both APIs and formulations.

ALKEM

ANNEXURE TO DIRECTORS’ REPORT

3. Future plan of action:
i Optimisation of process parameters with emphasis on cost reduction and simplification.
ii. Development of new drug detivery systems, pharmaceutical and nutritive supplements.
ii.  Studying feasibility of using new manufacturing techno-logy in existing solid dosage forms.
.  Development of formulations based on certain herbal preparation, a set of diagnostic kits based on Elisa
techniques, etc.
V. Development of new molecules for formulations & processes for manufacture of bulk drugs.

4. Expenditureon R&D : (Rs lakhs)
i) Capital i 4,810.04
(i)  Recurring : 9,453.30 (excluding depreciation of Rs. 419.71 lakhs)
(i)  Tota H 14,263.34

(v)Total R & D expenditure as percentage to total turnover : 6.11%

TECHNOLOGY ABSORPTION, ADAPTATION AND INNOVATION

1. Efforts, in brief, made towards technology absorption, adaptation and innovation:
i, Development and patenting of new molecular forms and methods of synthesis

ii. Development of new drug delivery systems.

2. Benefits derived as a result of the above efforts:
i. Improvement in operational efficiency through reduction in batch hours, increase in batch sizes, better
solvent recovery and simplification of processes.
ii. Meeting norms of external regulatory agencies to facilitate more exports.

ii. Improvements in effluent treatment, pollution control and ali-round safety standards.
iv.  Maximum utilization of indigenous raw materials.

V. Development of products for import substitution

3. Incase of imported technology(imported during the last 5 years reckoned from the beginning of the financial year),
following information may be furnished : N.A.

C. FOREIGN EXCHANGE EARNINGS AND OUTGO:

(a) Activities relating to exports : Initiatives taken to increase export development of new export markets for
products and services. The Company is continuously exploring possibilities of exporting more of its products to
different markets. The exports have been mainly to Europe, Mauritius, New Zealand, South American, African

countries etc.

(b) Eamings in foreign exchange was equivalent to Rs. 22,640.29 lakhs and expenditure was Rs. 5,650.25 lakhs.
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STATEMENT PURSUANT TO SECTION 212 OF THE COMPANIES ACT, 1956

RELATING TO SUBSIDIARY COMPANIES

Name of the Subsidiary
Companies

Alkem
Laboratories
(Nigeria)
Ltd
Nigeria

Alkem
Laboratories
Pty Ltd

South Africa

Alkem Alkem Alkem
Laboratorios  Laboratories  Pharma
SDN Corporation GmbH
BHD
Malaysia

Philippines  Germany

1. Extent of interest in the
subsidiary companies

2. Financial year of the
subsidiary Companies

3. The amount of profit/
(losses) of the subsidiary
companies for the financial
year so far as they concern
the members of holding company:

Dealt within the accounts of
holding company
1} for the financial year of

the subsidiary company
Iy for the previous financial
year of the subsidiary co.
since it became subsidiary

b) Not dealt within accounts of
Holding company:

1) for the financial year of
the subsidiary company

Iy for the previous financial
year of the subsidiary co.
since it became subsidiary

4. Changes in the interest of the
company of the subsidiary
company between the end of
the financial year of the
subsidiary company or
sub-subsidiary company
and 31.03.2013
Number of shares acquired

5. Material changes between the
end ofthe financial year of the
subsidiary or sub-subsidiary
company as the case may be
and 31.03.2013

a)Fixed Assets

b) Investments

c) Money lent by the subsidiary
company.

d) Moneys borrowed by the
subsidiary company other
than for meeting current

aj

100%

31.03.2013

NIL

NIL

Naira
(33511992)

(48506031)

Does not
arise

Does not
arise

100%

31.03.2013

NIL

NIL

S ARand
(51,307)

{65647)

Does not
arise

Does not
arise

100% 100% 100%

31.03.2013 31,03.2013 31.03,2013

NIL NIL NIL

NIL NIL NIL

Ringgit Pesos Euro
NIL (14711279) (17.412)

NIL (8059064) (9068)

Does not Does not Dees not
arise arise arise

Does not Does not Does not
arise arise arise

Place: Mumbai
Dated: 12th June, 2013
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STATEMENT PURSUANT TO SECTION 212 OF THE COMPANIES ACT, 1956
RELATING TO SUBSIDIARY COMPANIES

Name of the Subsidiary
Companies

Enzene
Biosciences
Limited

INDIA

Ascends
Laboratories

SpA
Chile

S&B Pharmacor The Angelic
Holdings Ltd. Pharmanet- Holdings
BV work SA

uc

Netherland ~ Australia USA Switzerland

1. Extent of interest in the
subsidiary companies

2. Financial year of the
subsidiary Companies

3. The amount of profit/
(losses) of the subsidiary
companies for the financial
year so far as they concern
the members of holding company:

a) Dealt within the accounts of
holding company
1for the financial year of
the subsidiary company
Il)for the previous financial
year of the subsidiary co.
since it became subsidiary

b) Not dealt within accounts of
Holding company:
l)for the financial year of
the subsidiary company
Il) for the previous financial
year of the subsidiary co.
since it became subsidiary

4. Changes in the interest of the
company or the subsidiary
company between the end of
the financial year of the
subsidiary company or
sub-subsidiary company
and 31.03.2013
Number of shares acquired

5. Material changes between the
end ofthe financial year of the
subsidiary or sub-subsidiary
company as the case may be
and 31.03.2013
a) Fixed Assets
b) Investments
¢) Money lent by the subsidiary

company.
d) Moneys borrowed by the
subsidiary company other
than for meeting current

80%

31.03.2013

NIL

NIL

INR
(6082895)

(19125445)

Does not
arise

Does not
arise

100%

31.03.2013

NIL

NIL

PESOS
(29657058)

NIL

Does not

Does not
arise

100% 100% 100% 100%

31.03.2013 31.03.2013 31.03.2013 31.03.2013

NIL NIL NIL NIL

NIL NIL NiL NIL

Ush =

Euro AUD f
(10380156}  (14090)

(1868799)  (585105)

(1088372)  (587727)  (4702855)  (4006)

Does not 20% Does not Does not
arise arise arise

13662791

Doesnot  Does not Does not Does not
arise arise arise arise

Place: Mumbai
Dated: 12th June, 2013
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STATEMENT PURSUANT TO SECTION 212 OF THE COMPANIES ACT, 1956

RELATING TO SUBSIDIARY COMPANIES

Name of the Subsidiary The
Companies Phamma
Network LLP

Kazakhstan

Pharmacor
oD

Kenya

Alkem
Laboratories
Korea Inc.

Korea

S&B
Pharma
Inc

USA

ALKEM

AUDITOR’S REPORT

1. Extent of interest in the
subsidiary companies 100%
2. Financial year of the
subsidiary Companies 31.03.2013

3. The amount of profit/
(losses) of the subsidiary
companies for the financial
year so far as they concern
the members of holding company:

Dealt within the accounts of

holding company

Hfor the financial year of NIL
the subsidiary company

IYfor the previous financial

year of the subsidiary co. NIL

since it became subsidiary

b) Not dealt within accounts of
Holding company:
1)for the financial year of TENGE
the subsidiary company (787)
1) for the previous financial
year of the subsidiary co.
since it became subsidiary NIL

4. Changes in the interest of the
company or the subsidiary
company between the end of
the financial year of the
subsidiary company or Does not
sub-subsidiary company arise
and 31.03.2013
Number of shares acquired

5. Material changes between the
end ofthe financial year of the
subsidiary or sub-subsidiary
company as the case may be
and 31.03.2013
a) Fixed Assets
b) Investments
c) Money lent by the subsidiary
company.
d) Moneys borrowed by the
subsidiary company other Does not
than for meeting current arise

=)

100%

31.03.2013

NIL

NIL

KES

(5950)

NIL

Does not

Does not
arise

100%

31.03.2013

NIL

NIL

WON
NIL

NIL

Does not
arise

Does not
arise

49%

31.03.2013

NIL

NIL

USE
(1693847)

NIL

49%

Does not
arise

Place: Mumbai
Dated: 12th June, 2013
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To the Members of,
ALKEM LABORATORIES LIMITED

Report on the Financial Statements :

We have audited the accompanying financial statements of ALKEM LABORATORIES LIMITED (the Company’) which
comprise the Balance Sheet as at 31¢ March, 2013, the Statement of Profit and Loss Account and the Cash Flow
Statement for the year then ended and a summary of significant accounting policies and other explanatory information.

Management’s Responsibility for the financial stastements :

Managements is responsible for the preparation of these financial stastements that give a true and fair view of the finaciaf
position, financial performance and cash flows of the Company in accordance with the accounting principles generally
accepted in India including Accounting Standards referred to in sub-section (3C) of Section 211 of the Companies Act,
1956 (‘the Act). This responsibility includes the design, implementation and maintenance of internal control relevant to
the preparation and presentation of the financial statement that give a true and fair view and are free from material
misstatement, whether due to fraud or error.

Auditor’s Responsibility :

Our responsibility is to express an opinion on these financial statements based on our audit, We conducted our audit in
accordance with the Standards on Auditing issued by the Institute of Chartered Accountants of India. Those Standards
require that we comply with ethical requirements and plan and perform the audit to obtain reasonable assurance about
whether the finacial statements are free of material misstaterment.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial
statements. The procedures selected depend on the auditor's judgment, including the assessment of the risks of
material misstatement of the financial statements, whether due to fraud or error. In making those risk assessments, the
auditor considers intemal control relevant to the Company's preparation and fair presentation of the financial statements
in order to design audit procedures that are appropriate in the circumstances. An audit also inciudes evaluating the
appropriateness of accounting principles used and the reasonableness of the accounting estimates made by
management, as well as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a base for our audit opinion.

Opinion:

In our opinion and to the best of our information and according to the explanations given to us, the aforesaid financial statements give the
information required by the Act in the manner so required and give a true and fair view in conformity with the accounting principles generally
acceptedin India:

(i} In the case of the Balance Sheet, of the state of affairs of the Company as at 31*'March, 2013;

(i) In the case of the Statement of Profit and Loss of the Profit of the Company for the year ended on that date; and

(iii) In the case of the Cash Flow Statement, of the Cash Flows of the Company for the year ended on that date

11
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AUDITOR’S REPORT

Report on Other Legal and Regulatory Requirements:

1.

As required by the Companies (Auditors’ Report) Order, 2003 {‘the Order'), as amended, issured by the Central
Government of India in terms of sub-section (4A) of section 227 of the Act, we give in the Annexure hersto a
statement on the matters specified in paragraphs 4 and 5 of the order.

As required by Section 227 (3) of the Act, we report thai.

a. We have obtained all the information and explanations, which to the best of our knowledge and belief were
necessary for the purposes of our audit;

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

c. The Balance Sheet, the Statement of Profit and Loss and the Cash Flow Statement dealt with by this report are
in agreement with the books of account;

d. In our opinion, the Balance Sheet, the Statement of Profit and Loss and the Cash Flow Statement comply with
the Accounting Standards referred to in sub-section (3C) of Section 211 Act.

e. Onthe basis of written representations received from the directors, as on 31 Maich, 2013, and taken on record
by the Board of Directors, none of the directors is disqualified as on 31 March, 2013 from being appointed as a
director in terms of clause (g) of sub-section (1) of Section 274 of the Act.

ForR.S. SANGHAJ & ASSOCIATES
Chartered Accountants
Registration No. 109094W

R.S. SANGHAI

Partner

Membership No,: 036931
Mumbai, 12* June, 2013
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ANNEXURE TO THE AUDITOR’S REPORT

Re:

Alkem Laboratories Limited (Referred to in Paragraph 1 under the heading of “Repont on other Legal and Regulatory Requirements” of
our Report of even date)

In respect of its fixed assets:

(a) The company has maintained proper records showing full particulars, including quantitative details and situation
of its fixed assets on the basis at available information

(b) As explained lo us, certainitemns of fixed assets have been physically verified by the management during the year, and there is
a regular program of verification, in a phased periodical manner, which in our opinion is reasonable, having regard to the size of the
Company and the nature of its fixed assets. According to the information and explanations given to us, no material discrepancies
have been noticed on such verification

(c) The fixed assets disposed off during the year, in our opinion, do not constitute a substantial part of the fixed assets of the Company
and such disposal has, in our opinion, not affected the going concern status of the Company

In respect of its inventories:

(a) As explained to us, the inventories (excluding goods-in-transit) have been physically verified by the management at reasonable
regular intervals during the year. In respect of inventories which are not physically verified being goods in transit, they are not
material. [n our opinion, the frequency of verification is reasonable

{b) In our opinion and according to the information and explanations given to us, the procedures of physical verification of inventory
followed by the management are reasonable and adequate considering the size of the Company and the nature of its business

(c) The Company has maintained proper records of inventories - As explained to us, there was no material discrepancy noticed on
physical verification of inventories as compared to the book records.

In respect of the loans, secured or unsecured, granied or taken by the Company to/ from companies, firms or other parties covered in
the register maintained under Section 301 of the Companies Act, 1956:

(a) The Company has granted loans to its eight subsidiaries covered in the register maintained under Section 301 of the Act
The maxiumum amount outstanding at any time during the year was Rs. 7500.00 lakhs and the year end year end balances of such
loan amounted to Rs 4775,24 lakhs Other than above, the Company has not granted any loan, secured or unsecured, to
Companies, Firms or parties covered in the register maintained under Section 301 of Act.

(b) In our opinion, the rate of interest and other terms and conditions on which these loans have been granted to the subsidiaries
covered in the register maintained under Section 301 of the Act are not, prima facies, prejudicial to the interest of the Company.

(c) The Company is regular in receipt of interest and principal amount of unsecured loans wherever applicable and there is no default..

(d) There are no overdue amounts of more than Rupees One Lakh in respect of the loans granted to the subsidiaries listed in the
register maintained under Section 301 of the Act

() The Company has taken unsecured loans from 33 parties covered in the register maintained under Section 301 of the Companies
Act, 1956 being directors and their relatives. The aggregate of the year end balances of such loans is Rs. 4610.99 Lakhs and the
maximum amount involved during the year was Rs. 4855 .04 Lakhs from these parties

(f) The rate of interest, wherever applicable and other terms and conditions of such loan are, in our opinion, prima facie not prejudicial
to the interest of the Company.

(g) The company is regular in repayment of interest and principal amount of unsecured loans and there is no default.

13
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ANNEXURE TO THE AUDITOR’S REPORT

In our opinion, and according to the information and explanations given to us and having regard to the explanation that purchases
of certain itemc of inventories are for the Company’s specialized requirements and similarly certain goods sold are for the specialized
requirements of the buyers and suitable alternative sources are not available to obtain comparable quotations, there is an adequate
internal controt system commensurate with the size of the Company and the nature of its business with regard to purchase of
inventory and fixed assets and also for sale of goods and services Further, on the basis of our examination of the books and
records of the Company, we have not observed any continuing failure {0 correct major weaknesses in the aforesaid internat control
procedures.

In respect of the contracts or arrangements referred to in Section 301 of the Companies Act, 1956:

(a) In our opinion, and according to the information and explanalions given to us, Lhe transactions made in pursuance of contracts or
arrangements, that needed to be entered into a register in pursuance of Section 301 of the Companies Act, 1956, have been so
entered

{b) In our opinion and according to the information and explanations given to us, the transactions made in pursuance of contracts or
arrangements referred to in point (a) above and exceeding the value of Rs. 5 lakhs with any party during the year, have been made
at prices which are prima facie reasonable having regard to the prevailing market prices at the relevant time, except that reasonableness
could not be ascertained where comparable quotations are not available having regards to the specialized nature of some of the
transactions of the Company as mentioned in paragraph 4 hereinabove However, on the basis of the information and explanation
provided the same appears to be reasonable

The company has not invited any deposit from public as such but has accepted unsecured loans from its directors, shareholders and
their relatives and also trade deposits from stockiest and agents which are in the nature of deposils defined under the provisions of
section 58A and 5BAA of the Companies Act, 1956 and the Companies (Acceptance of Deposits) Rules, 1975. In our opinion, and
according to the information and explanations given to us, the company has complied with the directives issued by the Reserve Bank
of India, the provisions of section 5BA and 58AA of the Companies Act, 1956 and the Companies (Acceptance of Deposits) Rules,
1975 with regard to the deposits so accepted, to the extent applicable. We are informed by the management that no order has been
passed by the Company Law Board or National Company Law Tribunal or Reserve Bank of India or any Court or any other Tribunal,
relevant to sections 58A, S8AA or other relevant provisions of the Act upon the Company.

In our opinion, the company has an internat audit system being carried out by firms of Chartered Accountants and also by its own
internal audit department during the year, which in our opinion is commensurate with its size and the nature of its business

We have broadly reviewed, the books of accounts and records maintained by the company in respect of the products where, pursuant
to the Rules made by the Central Government of India, the maintenance of cost records has been prescribed under clause (d) of sub-
section (1) of Section 209 of the Companies Act, 1956, and are of the opinion that prima facie, the prescribed accounts and records
have been made and maintained. We have, however, not made a detailed examination of the records with a view to determine whether
they are accurate or complete.

14

<>

ALKEM

ANNEXURE TO THE AUDITOR’S REPORT

9

In respect of statutory dues:

(a) According to the information and explanations given to us and the records of the company examined by us. in our opinion, the
Company is regular in depositing the undisputed statutory dues including provident fund, employees’ state insurance, income-tax
sales-tax, service-tax, wealth tax, custom duty, excise duty, cess and other material statutory dues during the year as applicable
with the appropriate authorities in India. According to the information and explanations given to us and the records of the Company
examined by us, no undisputed amount is payable in respect of provident fund, employees’ state insurance, income-tax, sales-tax,
service-tax, wealth tax, custom duty, excise duty, cess which were outstanding as on 31" March, 2013 for a period of more than
six months from the date they became payable.

According to the information and explanations given to us and the records of the company examined by us, there are no dues on
account of customs duty, wealth-tax, service-tax and cess which have not been deposited on account of any dispute. The
particulars of dues of sales-tax, excise duty and income-tax, as at 315 March, 2013 which have not been deposited on
account of dispute, are as under :

g

Name of the Nature of Dues | Amount Rupees | Period to which the Forum where the
Statute (In Lakhs) amount refates dispute is pending |
Central Excise Duty 37.24 2002 to 2005 Additional Commissioner of |
Excise Act Central Excise
1944 Excise Duty 44.73 2007 to 2012 Additional Commissioner of
Central Excise
Excise Duty 63.10 2006 to 2011 Commissioner of Central |
_Penalty 213 2010 to 2011 Excise (Appeals) |
Excise Duty 149.25 2003 to2011 Central Excise & Service Tax
Penalty 234.45 Appellate Tribunal
Excise Duty 12.12 2005 to 2012 Deputy Commissioner of
Central Excise
Maharastra Sales Tax 50.78 2003 - 2004 Deputy Commissioner of Sales
VAT Act, 2002 Tax (Appeals)
Maharastra Sales Tax 56.54 2004 - 2005 Joint Commissioner of Sales |
VAT Act, 2002 Tax (Appeals)
West Bengal Value Added 8.75 ] 2006 - 2007 Additional Commissioner of
VAT Act, 2003 Tax 3.37 2007 - 2008 Commercial Taxes (Appeals)
Uttar Pradesh Value Added 31.38 2012 - 2013 Additional Commissioner of
VAT Act, 2008 Tax Commercial Taxes (Appeals)
Bihar VAT Value Added 38.49 2010 - 2011 Joint Commissione
Act, 2005 Tax 62.99 2011 - 2012 Commercia! Taxes (Appeals)
Income Tax Income Tax 8.89 FY 2008-2009 Commercial of Income Tax
Act, 1961 | AY 2009-2010 (Appeals)

In our opinion and according to the information and explanations given to us, the Company does not have any accumulated losses as
at the end of the financial year and has not incurred any cash loss in the financial year ended on that date or in the immediately
preceding financial year.

In our opinion and according to the information and explanations given to us, the Company has not defaulted in repayment of any dues

to any bank or any debenture holder during the year. The Company has not taken any financial assistance from any financia!
institution and does not have any debenture outstanding as on the balance sheet date
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Hote, March 2013 March 2012
ANNEXURE . PORT BALANCE SHEET arc arc|
HONLIEFAUDITOR;S REPD No. Rs. in lakhs Rs. in lakhs
12, Inour opinion and according to the explanations given to us and based on the information available, the Company has not granted any EQUITY AND LIABILITIES
loan or advance on the basis of security by way of pledge of shares, debentures and other securities. Shareholders’ Funds
Share Capital 21 1,195.65 1,195.65
o . : B s . L . Reserves and Surplus 2.2 2,36,190.90 1,89,357.14
13.  The provisions of any special statute applicable to a chit fund / nidhi / mutual benefit fund / societies are not applicable to the Company m ‘m
and therefore the requirements of clause {xiii) of paragraph 4 of the Companies (Auditor's Report) Order, 2003 are not applicable to L B BAb A REAASL
the Company for the current year. Non Current Liabilities
Long Term Borrowings 23 9,228.45 12,718.75
Deffered Tax Liabilities (Net) 24 4,989.68 3,640.93
14.  In ouropinion and according to the information and explanations given to us, the company is not a dealer or trader in shares, securities, Long Term Provisions 25 314114 3,436.39
debentures and other investments as such. However, the Company has made certain investments in shares, securities, debentures, 17,359.27 19,786.07
bonds and / or mutual funds for which proper records are maintained in respect of transactions and contracts and timely entries have
been made therein. Allinvestments are held by the Company in its own name. Current Liabilities
Short Term Borrowings 2.6 1,10,328.27 67,635.01
Trade Payables 27 25,754.05 26,241.36
15 The Company has given guarantee for ioan taken by it's subsidiary Company from the banks. According to the information and Other Current Liabilities 2.8 11,619.68 9,671.63
explanations given to us, we are of the opinion that the terms and conditions thereof are not prima facie prejudicial to the interest of the Short Term Provisions 29 2,372.63 4,352.88
Company. 1,50,074.63 1,07,900.88
TOTAL 4,04,820.45 3,18,239.74
16.  In our opinion and according to the information and explanations given to us, the external commercial borrowing (ECB) loan taken by ASSETS —_— ——
the Company, which is in the nature of term loan, has been applied for the purpose for which it was raised. Non Current Assets
Fixed Assets 2.10
i 75,529.42 57,818.28
17, According to the cash-flow statement and other records examined by us and the information and explanations given to us on an overall ;l'atzglbllbel Azsetsts ~ 425.33 15213
basis, we are of the opinion that there is no direct utilization of the funds raised on a short term basis during the year for long term n rfg' e ss‘e .
i Capital Work in Progress 7,253.75 8,521.19
investments. .
Intangible Assets Under Development 1,395.07 ~
18.  The company has not made any preferential allotment of shares to parties and companies covered in the register maintained under Non Current Investments 2.1 10,340.98 4,998 'Gi
Section 301 of the Companies Act, 1956 during the year and therefore the requirements of clause (xviii) of paragraph 4 of the Long Term Loans and Advances 2,13 40,504.67 28,995.9
Companies (Auditor's Report) Order, 2003 are not applicable to the company for the current year. 1,35,449.22 1,00,486.18
Current Assets
Current Investments 2.12 47,597.85 32,219.98
19, The company has not issued any secured debentures and therefore the requirements of clause (xix) of paragraph 4 of the Companies inventories 214 44,285.46 29,713.22
(Auditor's Report) Order, 2003 are not applicable to the Company for the current year. Trade Receivables 2.15 30,180.27 25,755.67
Cash and Cash Equivalents 2.16 1,25,691.63 1,13,083.71
Short Term Loans and Advances 217 12,783.10 8,573.67
20, The Company has not raised any money by public issues during the year and therefore the requirements of clause (xx) of paragraph Other Current Assets 218 8,832.92 8,407.31
4 of the Companies (Auditor’s Report) Order, 2003 are not applicable to the comparty for the current year. 2,69,371.23 2,17,753.56
21 During the course of our examination of the books and records of the Company, carried out in accordance with the generally accepted TOTAL m W
auditing practices in India, and according to the information and explanations given to us, we have neither come across any instance . . . . — ——————
A . - . Singnificant Accounting Policies 1
of material fraud on or by the company, noticed or reported during the year, nor have been informed of such case by the management.
Notes to Accounts 2
The accompanying notes are an integral part of financial statements
For R.S.SANGHAI & ASSOCIATES © panying gral p
Chartered Accountants For and on behalf of the Board

Registration No. 109094W Per our Report atiached of even date
For R.S. SANGHAI & ASSOCIATES
Chartered Accountants

Samprada Singh - Chairman
B. N. Singh - Managing Director

R.S.SANGHA| R.S. Sanghai

Partner . ) Partner R.Y.Shenoy - Chief Operating Officer PN. Singh -Director  N.K. Singh -Director

ms:gz[’s:é%_l"ﬁn ;6;;3113 Manish Narang - GM Legal & Company Secretary B.P. Singh -Director  D.K. Singh -Director
’ ' R. M. Dubey - Vice President - Finance M.K. Singh -Director

Mumbai: 12th June, 2013
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Year ended Year ended
PROFIT AND LOSS STATMENT l\’lqo;e 31st March, 2013 31st March, 2012
. Rs. in lakhs Rs. in lakhs
INCOME :
Revenue from Operations (Gross) 218 2,40,805.62 2,00,883.14
Less: Excise Duty 8,016.11 5,543.52
Revenue from Operations {Net) 2,32,789.51 1,95,339.62
Other Income 2.20 16,923.57 13,483.82
Total 2,49,713.08 2,08,823 44
Expenses:
Cosl of Materials Consumed 64,834,29 58,632.47
Purchases of Stock-in-Trade 37,531.21 25,879.25
Changes in Inventories of Finished Goods,
Work-in-Progress and Stock-in-Trade 221 (12,332.60) (5,870.20)
Employee Benefits Expense 2,22 36,841.15 27,583.88
Finance Costs 223 7,921.55 5,347.31
Depreciation and Amortization Expense 3,601.52 2,794.02
Other Expenses 2.24 60,324.98 49,018.48
Total 1,98,722.10 1,63,385.21
Profit before Tax 50,990.98 45,438.23
Tax Expense:
Current Tax 10,300.00 9,200.00
Less: MAT Credit Entitlement (10,270.76) (7,693.86)
Net Current Tax Expense 29.24 1,508.14
Deferred Tax (Net) 1,348.75 551.69
Prior Period Tax Adjustment - 832.28
Total Tax Expense - 1,377.99 2,890.11
Profit (Loss) after Tax for the year 49,612.99 42,548.12
Earnings per equity share (in Rs.):
Basic 415 3586
Diluted 415 356
Face Value of Equity Share (In Rs.} 10.00 10.00
Singnificant Accounting Policies 1 L
Notes to Accounts 2

The accompanying notes are an integral part of financial statements

Per our Report aftached of even date

For R.S. SANGHAI & ASSOCIATES

Chartered Accountants

R.S. Sanghai

Partner R.Y. Shenoy - Chief Operaling Officer
Manish Narang - GM Legal & Company Secretary
R. M. Dubey - Vice President - Finance

Mumbai: 12th June, 2013
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For and on behalf of the Board
Samprada Singh - Chairman
B. N. Singh - Managing Director
P.N. Singh -Director  N.K. Singh -Director

B.P. Singh -Director  D.K. Singh -Director
M.K Singh -Director
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ALKEM
Year ended Year ended

ALKEM LABORATORIES LIMITED 31st March, 2013 31st March, 2012
CASH FLOW STATEMENT Rs. in lakhs Rs. in lakhs
Cash Flow from Operating Activity:
Net Profit before Tax 50,990.98 45,438.23
Adjustment for:
Depreciation 3,601.52 2,794.02
Provision for Gratuity & Compensated Leave 125.80 329.10
Provision for diminution in value of Investments 89.31 84.93
(Profit)/Loss on sale of Investments (267.32) (1,122.91)
(Profit)/Loss on sale of Assets 244.55 65.64
Dividend Received (45.54) (25.81)
Net Interest Received (8,157.31) (6,687.15)
Subtotal of Adjustments 4,408.97 (4,562,18)
Operating profit before working capital changes 46,582.01 40,876.05
Adjustment for:
Trade and other Receivables (4,424.60) (9.482.45)
Loans & Advances & Other Current Asseis (5,503.35) (15,565.41)
Inventories (14,572.23) (6,921.34)
Trade Payable & Other Liabilities 1,460.73 11,447 49
Bank Borrowings availed 42,693.25 1,152.74
Subtotal of Adjustments 19,653.80 (19,368.97)
Cash Generated from Operations 766,235.81 21,507.08
Less: Direct Taxes Paid 10,669.66 9,660.34
Cash Flow before extraordinary items
Net Cash (used)/ generated Operating Activities 55,566.15 11,846.74
Cash Flow from Investing Activities:
Purchases of Fixed Assets (Net) (21,958.03) {20,919.88)
Purchases of Investments (Net) (15,199.87) (26,829.56)
Investment in Subsidiaries B (5,342.34) {4,028.05)
{Investment)/Redemption of Bank Deposits having maturity of more than 3 months  22,358.72 (32,612.87)
Dividend Received 45.54 25.81
Interest Received 16,078.85 12,034.46
Net Cash from / used in investing Activities (4,016.13) (72,330.09)
Cash Flow from Financing Activities:
Long Term Borrowings (3,490.30) 6,029.50
Dividends and Corporate Dividend Tax paid {5,170.53) (2,091.37)
Interest Paid (7,921.55) (5,347.31)
Net Cash (used) in Financing Activities (16,582.38) (1,409.18)
Net increase / (Decrease) in Cash & Cash Equivalents (A+B+C) 34,967.65 (61,892.53)
Cash & Cash Equivalents as at 1st April, 2012 8,033.19 69,925.72
Cash & Cash Equivalents as at 31stMarch, 2013 (D+E) 43,000.84 8,033.19
Notes: 1 Cash and Cash Equivalents include

Cash on hand 52.08 28.36

Cheque on Hand 540.12 390 44

Term Deposits with original maturity period of less than three months 40,101.57 7.282.53

Balance with Banks 2,307.08 331.86

Total Cash & Cash Equivalants 43,000.84 8,033.19

2 Other Bank balances include :
Term Deposits with original maturity period of more than three months * 82,690.79 1,05,050.52

3. Additions to Fixed Assets (including movemenbts in Capital Work In Progress) are considered as a part of investing activities

4. interest Income on Bank Deposits is classified as cash flow from Investing Activities

5 Above Cash Flow Statements is prepared under the “Indirect Method™ as set out in Accounting Standare 3 (AS-3) “Cash Flow Statement”
6. Previous Year's figures have been regrouped/rearranged/reciassified wherever necessary to confirm to current year's groupings and

classifications.

Per our Report attached of even date
For R.S.SANGHAI & ASSOCIATES
Chartered Accountants

R.S. Sanghai

Partner R.Y.Shenoy - Chief Operating Officer
Manish Narang - GM Legal & Company Secretary
R. M. Dubey - Vice President - Finance

Mumbai: 12th June, 2013 19

For and on behalf of the Board
Samprada Singh - Chairman
B. N. Singh - Managing Direcfor

PN. Singh -Director  N.K. Singh -Director
B.P. Singh -Director  D.K. Singh -Director
M.K. Singh -Director



