


2> Integrated pharmaceutical organisation
2>Present in 50 countries

2> Offering a specialised comprehensive
range of oral and sterile cephalosporins
and semi-synthetic penicillin active
pharmaceutical ingredients (APIs) and
finished dosage forms (FDFs)

2> Growing presence in empty hard gelatin
capsules and menthol products

2> A dynamic proxy of a region, industry
and country



Products

2 Oral and sterile cephalosporins, semi-
synthetic penicillin and other non-
cephalosporin APIs

Evolution

> Promoted by Mr. Sanjiv Goyal, recipient
of the Young Innovative Entrepreneur of
the Year Award 2000, by the Ludhiana
Management Association (India) in 1995

)

2 Finished dosage formulations (FDFs)

2 Evolved from the manufacturer of oral
and sterile range of APIs and FDFs to a
composite pharmaceutical organisation

> Empty hard gelatin capsules (EHGC)

> Menthol and allied products

with a rare combination of experience,
skill, knowledge, infrastructure and people

Product Capacity
Bulk drugs and steriles 650* MT
Menthol and allied products 7,600 MT

EHGC 2,800 mn
capsules

Formulation

Tablets (coated / uncoated) 150 mn**
Capsules 150 mn**
Dry syrups 15 mn**
(oral suspension, bottles)

Injectables (vials) 30 mn**

*Does not include new projects or capacity expanded
which will be commissioned during 2009-10 (1,100
MT)

**Capacity per annum considering single shift per day

Quality credentials
> Possesses state-of-the-art API
manufacturing facilities built as per US
FDA/EDQM guidelines

> All facilities are WHO-GMP certified

> Certified as an ISO 9001:2008 company
by DNV, Norway for quality management
system

> Conferred the Star Export House status
in 2006 for export performance

Nectar Lifesciences Limited



Presence ® Derabassi

> Headquartered in Chandigarh, India © Baddi
. . . . ©° / @ Jammu
> Marketing offices in Chandigarh, Delhi, B)
Mumbai and Indore ®
> Possesses 11 manufacturing facilities —
eight in Derabassi (APl and menthol), two
in Baddi (FDF and EHGC) and one in
Jammu (menthol)
2 Shares listed on the National Stock
Exchange and the Bombay Stock Exchange
2 Established brand presence in 20 states
across India and 50 countries across five
continents
=
Unit | (D) WHO-GMP compliant plant for oral
‘ and sterile cephalosporin APIs
‘ Unit Il (D) (a) USFDA approval oral cephalosporin
(b) Corporate QA/QC
‘ (c) Process R&D
Associations L
. (D) USFDA approval anti-infective
> Nectar is a member of the . ‘
. ] contract manufacturing APIs
Confederation of Indian Industry (Cll) as
well as PHD Chambers of Commerce, an (D) Multi-product plants for APIs ‘
affiliate of Federation of Indian Chambers D) Power plant
of Commerce & Industry (FICCI)
(D) Phytochemicals manufacturing Unit-I|
2 Nectar is also a member of the Bulk
Drug Manufacturers’ Association (BDMA), (D) Phytochemicals manufacturing Unit-llI
a component of Pharmexcil
(Pharmaceuticals Exporters Promotion (D) Proposed USFDA-approved sterile
Council), an apex body recognised by the cephalosporin facilities APIs
Government of India (Cl and Cll block)

Baddi FDF (B) Cephalosporin finished dosage forms
—oral and Injectables
Accolades and achievements
Nectar ranked 23rd among the most
valued pharma companies and 386th
overall as per Business 500 ranking Jammu (J) Phytochemicals manufacturing Unit-|

(October 2008)

Baddi EHGC (B) Empty hard gelatin capsule
manufacturing facility
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Milestones

1995 1997-2004

Incorporated 2 API manufacturer with a single
facility

> Focused on betalactams:
cephalosporins and SSPs

2 Operations in India and less
regulated markets
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2004-2007

2 Integrated cephalosporin manufacturer
present across the entire value chain

2 Emphasis on customised and tailor-made
research for custom synthesis related to
betalactams

2 CMO: First long-term CMO agreement with
Indian major for penems

> Diversified into non-antibiotic US$50-bn
phytochemical industry

2 Derisked business further by venturing into
formulation and EHGC



2007-2010
(proposed)

> Enter regulated markets with high-value
cephalosporin

2 Diversify presence in CRAMS with dedicated
cell

2 Strengthen relationship with innovator and
generic companies for contract manufacturing

> Add new products in the phytochemical
space

2 Grow inorganically through strategic
acquisitions

Customer first:

Nurturing relationships:

Valuing people:

Performance focus:
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Project management

Through the
following competitive
advantages and
business strategy.

Research
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In a continuous journey for excellence

Research

In the business of pharmaceuticals, research leads to innovation and growth.

12 ‘ Nectar Lifesciences Limited



NECTAR HAS INVESTED CONSISTENTLY
IN RESEARCH TEAMS AND
INFRASTRUCTURE. ITS TEAM
COMPRISES 50 QUALIFIED SCIENTISTS
(PHDS AND POST-GRADUATES IN
ANALYTICAL CHEMISTRY INCLUDING
PATENT HOLDERS IN THE
CEPHALOSPORIN RANGE) SUPPORTED
BY A STATE-OF-THE-ART R&D FACILITY.

2008-09 initiatives

> Invested 1.78% of 2008-09 revenues
towards research compared with 0.6%
in 2007-08

2 Embarked on establishing a full-
fledged formulation R&D centre near its
Derabassi unit

> Developed non-infringing processes
for Cefuroxime Axetil, Cefixime
Trihydrate, Cefpodoxime Proxetil,
Cefixime intermediates, Oxacephem
intermediate and Ceftriaxone Sodium

2 Improved existing production
processes of five oral cephalosporin
molecules and three sterile
cephalosporin molecules, optimising
yields and reducing costs

2 Filed seven patents covering
Ceftriaxone Sodium, Cefixime
Trihydrate, GVNE, Cefuroxime Axetil
and Cefpodoxime Proxetil

2 Commercialised three cephalosporin
products (two oral and one sterile)

> Launched 30 formulation brands
(P2P), some of which featured in the
top 10 formulation brands in India as
per IMS India ranking

2> Added 150 products to Nectar’s
generics portfolio

> Launched two innovative EHGC
products (menthol and pearl capsules)

Going ahead, Nectar expects to
introduce seven products in the niche
combinational cephalosporin
formulation space in 2009-10. It
endeavours to be the first in India to
introduce niche molecules like
Cefcapene Pivoxil HCL and Cefditoren
Pivoxil. It expects to launch at least two
ANDAs and two European filings in
2009-10 that will enhance corporate
respect. Going ahead, the Company
intends to file sterile cephalosporin
formulations in the US and the EU.

Within the next five years, Nectar
expects to allocate substantial revenues
towards researching new chemical
entities, new molecule entities and new
biological entities with an enhanced
focus on non-cephalosporin therapeutic
areas.

Nectar filed seven
patents covering
Ceftriaxone Sodium,
Cefixime Trihydrate,
GVNE, Cefuroxime Axetil
and Cefpodoxime

Proxetil.
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In a continuous journey for excellence

Scale

In the business of pharmaceuticals, scale stands for respect.

14| Nectar Lifesciences Limited



SIMPLY BECAUSE SCALE FACILITATES LARGE AND EXTENDED
CUSTOMER ENGAGEMENTS. BECAUSE SCALE MEANS
CUSTOMERS CAN FULFIL ALL THEIR REQUIREMENTS AT A
SINGLE STOP. BECAUSE SCALE MEANS YOU CAN REDUCE
OPERATING COSTS.

Nectar is attractively placed with regard to scale. The Company
is the largest producer in the third and fourth generation
cephalosporins space, the largest Cefixime Trihydrate producer,
the second largest Cefuroxime Axetil producer and the third
largest Cefpodoxime Proxetil producer. The Company is also the

world’s largest menthol producer. The Company embarked on
expansion of its Cefuroxime Axetil (from 67.2 MT to 134.40
MT) and Cefixime Trihydrate blocks, which will drive revenues,
going ahead.

Nectar is the largest producer in
the third and fourth generation
cephalosporins space, the largest
Cefixime Trihydrate producer, the
second largest Cefuroxime Axetil
producer and the third largest
Cefpodoxime Proxetil producer.
The Company is also the world’s
largest menthol producer.
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In a continuous journey for excellence

Reach

In the business of pharmaceuticals, reach generates revenue.
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Exporting and trading* presence in over 50 countries

*Countries where we are not directly involved

NECTAR ENJOYS A COMPETITIVE ADVANTAGE IN THIS AREA.
THE COMPANY ENJOYS A FOOTPRINT ACROSS 50 COUNTRIES
COMPRISING A PRESENCE IN SEMI-REGULATED MARKETS LIKE
LATIN AMERICA, KOREA, TURKEY, CHINA AND THE CIS
STATES AS WELL AS THE LESSER REGULATED MARKETS OF
THE MIDDLE EAST, NORTH AFRICA, ASIA AND SOUTH-EAST
AFRICA.

In 2008-09, the Company entered Turkey, the UK, Germany
and Nepal for APIs and the US, Ireland and Germany for
EHGCs. It filed 10 dossiers for cephalosporin formulations,
which are likely to translate into revenues in 2009-10. It
expects to file at least 100 dossiers for cephalosporin
formulations in the next five years (six US DMFs, six E COS and
three IDL China applications for APl and US DMFs for EHGC
products). In formulations, the Company expects to file two

Snapshot of countries
> US, Brazil, Argentina,
Mexico, Peru, Colombia and
Chile

> Germany, Switzerland, UK,
Russia and CIS States

2 Thailand, Singapore, China
and Iran

> Syria, UAE, Yemen, Cyprus,
Jordan, Turkey and Israel

> India, Pakistan and
Bangladesh

> Nigeria, Morocco, Egypt
and Tunisia

... and many more

- APl / Formulation / Capsules - Menthol - Both

ANDAs for the US and two European filings for the regulated
markets.

Nectar intends to enter the regulated markets of the US and
the EU by 2010, resulting in higher revenues and realisations.
Going ahead, the Company will widen presence to around
100 countries for cephalosporin formulations in ROW
markets, along with ANDA filings in the regulated markets,
accounting for 40% of the revenues in the next five years.

Contribution to exports (%) (according to geography)

China 2008-09 2013-14
Less-regulated markets 25 15
Semi-regulated markets 74 45.42
Regulated markets 1 39.58




In a continuous journey for excellence

Integration

In the business of pharmaceutical manufacture, the key to
endurance is strategic forward and backward integration.

THIS INTEGRATION ENHANCES
QUALITY AND TIMELY MATERIAL
AVAILABILITY ON THE ONE HAND AND
REDUCES COSTS ON THE OTHER.

Over the years, the Company migrated
from API to formulation manufacture.
In 2003-04, 100% of the Company’s
revenues were derived from APIs;
today, this has declined to 65%,
widening the revenue foundation.

Nectar Lifesciences Limited

>

2004-07

Over the years, the Company extended
from standalone cephalosporin API
manufacture to an effective presence
across formulations, EHGC and
menthol derivatives, among others.

Going ahead, Nectar expects to extend
from anti-infectives to rapidly-growing
therapeutic areas of oncology,
cardiovascular, anti-diabetic, HIV,
female hormones and biotechnology.

Over the years, the Company
extended from standalone
cephalosporin API
manufacture to an effective
presence across formulations,
EHGC and menthol
derivatives, among others.



2 Plans to enter regulated markets for high-
value cephalosporin ‘

2 Add new products to phytochemical space

2 Strengthen relationship with generic
companies for contract manufacturing

2008-10

&
]
Formulations EHGC

Oral Sterile Oral 2 Various sizes (0, Oel,
> Cefixime Trihydrate > Cefotaxime Sodium > Tablets 1.2,3)

> Cefuroxime Axtil Crystalline > Ceftriaxone Sodium > Capsules 2 All colours

> Cefuroxime Axtil Amorphous 2 Cefazoline Sodium > Dry syrup > All printing options
> Cefdinir > Cefpirome Sulphate > All sterile dosage > Pearl capsules

> Cefprozil > Cefalothin Sodium el 2 Mentholated capsules
> Cefpodoxime Proxetil > Cefuroxime Sodium

> Cefadroxil > Cefepime-+Arginine

> Cephalexin > Ceftazidime

> Cefaclor > Cefoperazone Sodium e
2 Cefradin 2 Cefepime HCL
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From the desk of the management ‘

“Nectar’s continuous journey for
excellence will lead It to a

turnover of Rs. 20,000 mn In five
years from a present-day turnover
of Rs. 8,000 mn.”

EVEN THOUGH OUR NUMBERS MAY SHOW A DECLINE > Revenues grew 0.71% to Rs. 7,799.77 mn, despite a
IN THE BOTTOMLINE FOR 2008-09, THERE WERE A challenging external environment

NUMBER OF WAYS IN WHICH WE STRENGTHENED OUR > EBIDTA grew 5% to Rs. 1,455.62 mn

BUSINESS DURING THE YEAR UNDER REVIEW. SOME OF

THESE INITIATIVES WERE ALREADY REFLECTED IN OUR > EBIDTA margin strengthened 88 bps to 18.66%
RESULTS FOR 2008-09; MOST WILL UNFOLD OVER THE compared with 17.90% in 2007-08

FORESEEABLE FUTURE. We were reasonably pleased with the following
Despite a challenging year, we were reasonably pleased operational developments as well:

about our numerical achievements given the economic > We grew our core pharmaceutical division 42%,

and industry circumstances: outperforming the global pharmaceutical sector growth
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nearly eight-fold and domestic growth three-fold.

> We reported a 28% growth in APIs, around 500% growth
in branded formulations (including our FDF venture — P2P in
the domestic market and NLL’s generic division) and a 122%
growth in the EHGC division.

> We launched 30 formulation (P2P) brands, some of which
feature among the top 10 formulation brands in India (IMS
India ranking)

2 We entered regulated markets for the first time through
supplies to Europe and the US from our EHGC business.

> We filed 10 dossiers for formulations in other world
markets and expect to commence commercial supplies in
2009-10.

> We increased our sterile API cephalosporin capacity from
15 MT monthly to an additional 25 MT monthly through a
new state-of-the-art sterile facility.

> We climbed the value chain from low-end product lines to
high-value products like menthol crystal, the benefits of which
will be reflected from FY2009-10 onwards.

2> We added 40 domestic and 42 international clients; we
entered four new markets.

> We received seven patents; our R&D team improved the
existing processes of five oral cephalosporin molecules and
three sterile cephalosporin molecules, optimising yield and
reducing cost.

2 We embarked on establishing a full-grown formulation
R&D at our Derabassi unit (Punjab) dedicated to both
cephalosporin and non-cephalosporin spaces like oncology,
diabetes, women’s health and cardiovascular with the
prospect of generating 15-20% annual growth on a
sustainable basis.

Reasons for profit decline
Despite a stronger business, our profits declined for the

R&D: Process optimisation of existing products reduced
cycle time for the isolation of the final compound

Automation and operations management: Process
optimisation initiatives across all manufacturing sites
enhanced savings

Manpower management: Training increased productivity

Power saving: The Operation 20:20 in the power plant is
enhancing efficiency

following reasons:

2 Increased interest and depreciation arising out of
investments made to enhance capacity

2 A depreciation of the rupee against the US dollar, which
increased our import bill by 34.26% and resulted in forex loss

2 Our phytochemicals business shrank 44% following
demand erosion in China.

Strategic overview

Going ahead, Nectar expects to scale revenues from Rs. 8,000
mn to Rs. 20,000 mn in five years through the interplay of the
following strategies:

Capacity: We intend to strengthen our position in key
cephalosporin molecules by doubling our annual capacity
from 67.2 MT to 134.4 MT, back-ended by the
commencement of commercial supplies to a global innovator
from the fourth quarter of 2009-10. This is expected to
graduate us from the global number two position to the
largest for this key molecule. We intend to optimise capacity
utilisation of our FDF unit from the current 30-40% to 100%
by 2014.

Investments: We invested in state-of-the-art automated
sterile facilities, comparable with the best in the world. This
will make it possible for us to supply cephalosporins
worldwide (including the US and Europe) by the first quarter
of 2010-11 and Japan by the end of 2011, a unique
competitive advantage. Besides, our presence across the
pharmaceutical value chain will position us as a preferred
cephalosporin solution provider.

Profile: We plan to extend beyond antibiotics, which is
expected to insulate us from a downturn in select areas and
enable us to capitalise on quicker-than-industry growth. We
shortlisted high-growth therapeutic areas (oncology,
cardiovascular system drugs, anti-diabetic, female healthcare
and anti-HIV) in line with the ailment profile change from
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ANDAs: Launch of at least two ANDAs and two European
dossier filings in FY 2009-10 from the betalactams section
(actual approvals in FY 2010-11)

Focus: Sterile cephalosporin products

Approvals: WHO-GMP approval and MOH Kenya approval for
our state-of-the-art finished dosage form facility, widening
our export footprint

API: Benefits from our sterile facility; DMF grade material will
enjoy attractive demand

Formulation: Proposed introduction of seven products.
Products like Ceprozil, Cefadoxyl and Cefaclor represent logical
extensions of our regular offerings; combination dosages like
Cephradin + Cephalexin and Cefdinir + Cefixime can create
new markets

Pioneering: Pioneering launch of niche molecules like
Cefcapene Pivoxil HCL and Cefditoren Pivoxil

Relationships: Reinforce long-term relationships with Indian

chronic to lifestyle. We will invest in a non-antibiotics plant,
completely compliant with stringent US FDA and EDQM
standards. In our phytochemicals business we intend to
graduate up the value chain from menthol flakes to value-
added menthol derivatives like crystals that find extensive
applications in the neutraceutical industry.

Integration: We intend to explore strategic backward
exploration in the cephalosporin space through the
manufacture of critical compounds that serve as key input
material.

Approvals: We plan to progressively leverage our finished
dosage forms facility (WHO GMP certified) for enhanced
exports. The MOH Kenya approval and others from Africa are
expected to widen our continental presence. Our registration
in seven countries is expected to widen our non-regulated
market footprint. Our presence in Central America (Honduras
and Gautamela) is also expected to enhance. We aim to file
around 100 dossiers in five years to expand our presence in
semi-regulated markets.

Growing footprint: We intend to widen our presence from
50 countries to 100 (included regulated markets).

R&D: We plan to enhance our R&D investment with growing
allocations for new drug discoveries (NCE, NBE and NME).

Value-volume mix: We shall focus on the volume game
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and multinational pharma companies, strengthening our
CRAMS model

EHGC: Strong foothold in the US and Europe, building our
position in the area of branded capsules (Nexxicap™)

Strategic alliances: Evaluate strategic alliances and joint
ventures for greenfield projects

Therapeutic areas: Target high growth areas like oncology,
cardiovascular, anti-diabetic, HIV, women hormones and
biotech through value-accretive, non-antibiotic and menthol
derivatives

Topline of Rs. 10,000 mn

PAT of Rs. 1,100-1,200 mn

Active migration to the formulations space
Increase in scale by over 300% in 2008-09

Focus on value-added menthol and its derivatives (outside
China)

through a growing presence in major molecules like
Cefuroxime Axetil (from the world’s second largest to largest),
Cefixime (retain number one position) and Cefpodoxime
Proxetil (from the world’s third largest to largest). We intend
to introduce niche molecules like Cefcapene Pivoxil and
Cefditoren Pivoxil in the third and fourth generation
cephalosporins space, strengthening our volume-value
proposition.

Environment: We became a zero liquid discharge facility,
upgrading our systems in line with the innovator standards, a
feature that will continue.

Captive power generation: We intend to enhance our power
generation capacity from 6 MW to 14 MW even as our
Operation 20-20 expects to rationalise energy consumption by
20% and raises our eligibility for carbon credits.

Value

At Nectar, the interplay of these initiatives will enhance
topline and margins, reinforcing our positioning as a globally
and domestically respected pharmaceutical company.

With optimism,

Dinesh Dua
CEO and Wholetime Director



Industry optimism

Indian economic overview

India, (US$1.23 trillion GDP) is the world's fourth largest and second
fastest growing economy in terms of purchasing power parity (PPP).
After growing at over 9% for three years, GDP growth declined to
6.7% in 2008-09 following the global slowdown, which still made it
the world’s second fastest growing economy.
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Indian economic overview

2003-04

(growth in %)

Agriculture, forestry and fishing 10.0
Mining and quarrying 3.1
Manufacturing 6.6
Electricity, gas and water supply 4.8
Construction 12.0
Trade, hotels and restaurants 10.1
Transport storage and communication 15.3
Financing, insurance, real-estate 5.6
and business services

Community, social and personal services 5.4
Total GDP at factor cost 8.5

(Source: Central Statistical Organisation)

2004-05 2005-06 2006-07 2007-08
0.0 5.8 4.0 4.9 1.6
8.2 4.9 8.8 3.3 3.6
8.7 9.1 11.8 8.2 2.4
7.9 51 5.3 5.3 3.4
16.1 16.2 11.8 10.1 7.2
7.7 10.3 10.4 10.1 =
15.6 14.9 16.3 155 -
8.7 11.4 13.8 11.7 7.8
6.8 7.1 5.7 6.8 131
7.5 €5 9.7 9.0 6.7

* Trade, hotels and restaurants, transport and communication (together) grew at 9%, 2008-09.

Indian pharmaceutical industry

India’s pharmaceutical industry is the world’s fourth largest in
volume (8%) and fourteenth in value (1.9%). India has over
134 FDA-approved plants, one of the highest in the world.
There are around 10,000 pharmaceutical units in India that
produce around 400 bulk drugs and more than 60,000
formulations (falling under 60 therapeutic categories)
according to the Organisation of Pharmaceutical Producers of
India.

India’s retail drug sales grew 9.8% to US$6.98 bn (Rs.
3,40,000 mn) in FY2008-09. However, exports declined from
Rs. 311 bn in 2007-08 to Rs. 307 bn in FY2008-09; imports
rose 21% to Rs. 67 bn. The US, Russia, Austria, Germany and
the UK are the top five leading destinations for India’s
pharmaceutical exports.

Key national strengths
> Strong manufacturing base

2> Cost competitive

> Laboratory network and R&D infrastructure
2 Trained pool of scientists and professionals
> World-class quality products

> Strong marketing and distribution network
2 Strong process development skills

2 Potential ground for clinical trials

2 Fast-growing healthcare industry
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> Rich biodiversity

> Growing biotechnology industry

2 Highest quality approvals from US FDA, EDQM and MHRA
outside the US, among others

> Strong Indian medicine systems of ayurveda, homeopathy,
unani, siddha and herbal medicines

> Excellent clinical trial hub

Top drug classes

Anti-infectives: Anti-infectives (most important Indian section)
account for a quarter of the domestic formulation market’s
turnover, growing at around 20% annually. The key drug
classes among anti-infectives are cephalosporins, penicillins
and quinolones.

Oncology: In 2008-09, the global anticancer market stood at
US$70 bn, with the number of blockbuster anti-cancer drugs
(sales of US$1 bn or more) increasing from 19 in 2007 to 24.
There were 12.4 mn new cases of cancer diagnosed and 7.6
mn deaths from the disease during 2008-09. Global cancer
drugs sales is expected to grow at a 12-15% CAGR, reaching
US$75 to US$80 bn by 2012, according to IMS Health.

Anti-diabetes: The incidence of diabetes in India is around
12%, with around 42 mn affected. India (home to the largest
number of diabetics in the world) is projected to have 30 mn
diabetics by 2020.

Cardiovascular: This comprises a range of diseases, including



The pharmaceutical products can be broadly classified into bulk drugs and formulations. Formulations can be further categorised

under various therapeutic groups.

—

— Chronic therapy segment
Cardiovascular (CVS)
Neurological

Anti-diabetes

vV Vv Vv v

Oncology (or Cancer related)

heart attacks, strokes and kidney failures and is expected to
become the world’s leading cause of death and disability by
2020. Heart disease is projected to account for 35% of deaths
among India’s working age population between 2000 and
2030 compared with 12% in the US, 22% in China and 25%
in Russia. The number of people suffering from hypertension
is estimated to rise to 213.5 mn by 2025 (Source: World Health

Organisation).

Industry drivers

India’s pharmaceutical growth is driven by population growth,
economic growth aspirations and a transition from
communicable to lifestyle diseases for a large section of the
population.

Economic growth: The Indian economy’s recent growth
expanded the middle-class and grew the healthcare market, a
trend that is expected to continue.

Population growth: The 1.16-bn Indian population is
expected to grow to 1.24 bn by 2015, while the ageing
population is expected to increase 60% to 112 mn, opening
up a new healthcare dimension. Urban population prone to
lifestyle diseases, as a proportion of overall population, is
expected to increase from 28% in 2001 to around 31% by
2015.

Working age group population growth: India’s working
population (30-60 years) — predicted to grow from 32% of the

Formulations

Acute therapy segment

Anti-infective

Gastro-intestinal

Respiratory

Analgesics / Pain management

A A A A A

Vitamins / Neutraceuticals

total population in 2007 to 37% by 2026 - is expected to
drive lifestyle-related ailments. Besides, the size of population
(below 60 years) is likely to increase from 7.5% in 2007 to 9%
by 2026.

Middle-class growth: Households with over US$5,000 annual
income are expected to increase to 63.8 mn by 2015 (Source:
McKinsey Global Institute). The proportion of the population
with access to medicines is set to increase on the back of a
growing middle-class.

Lifestyle disease: Lifestyle/chronic diseases like diabetes,
hypertension and cancer may account for over 65% of deaths
in India by 2020. Cardiovascular and diabetic patients in
urban India are expected to increase at 7.3% and 5% CAGR
(2005-2015), compared with 3.5% and 1.8% in rural India,
indicating urban vulnerability.

Healthcare infrastructure: The US$35 bn industry is expected
to increase to over US$75 bn by 2012 and US$150 bn by
2017. The government aims to increase healthcare spending
from 0.9% of GDP to 2-3% of GDP by 2012.

Penetration of health insurance: Only 10% of the Indian
population has health insurance. The Indian health insurance
sector, growing at 50% YoY, is projected to grow to US$5.75
bn by 2010.

Annual Report 2008-09 | 25



Way ahead

> The Indian pharmaceutical industry is expected to grow
significantly. Domestic pharmaceutical sales are expected to
rise 8% annually to just under EUR 20 bn by 2015, compared
with 6% globally and 5% in Germany.

> Consumer healthcare spending is expected to increase
from 7% of India’s GDP in 2007 to 13% of GDP by 2015

2 Shortages in China could benefit APl and contract
manufacturing companies like Nectar as bulk drug demand
shifts to India

2 India’s 10% share of the US$80-bn global generic industry
in 2008-09 is expected to grow to US$140-150 bn by 2015
with drugs worth US$105 bn going off-patent (Source: YES
Bank). The generics section is growing twice as fast as the
branded-drugs market.

Causes of chronic diseases

Underlying Common modifiable risk
socio-economic, cultural, factors
pelisicaliang 2 Unhealthy diet

environmental

. Physical i ivi
determinants 2 Physical inactivity

> Tobacco use
> Globalisation

2 U e Non-modifiable risk

2 Ageing population factors

> Age
> Heredity
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Higher allocation under the National Rural Health and
Insurance for below-poverty-line families

Reduction in customs duty from 10% to 5% and excise duty
exemption on select life-saving drugs and bulk drugs used for
their manufacture

Extension of tax exemption on export profits by a year to
benefit CRAMS players and export-oriented companies

Hike in minimum alternate tax rate from 10% to 15%;
fringe benefit tax (FBT) was abolished

India’s pharmaceutical industry on course of expansion

201 Sales, EUR bn -+-1,000

[0 India, left = World, right

Source: Global Insight, VCI; Forecast: DB Research

Main chronic
diseases

Intermediate risk
factors

> Heart disease
> Stroke

> Cancer

2 Raised blood pressure
2 Raised blood glucose
> Abnormal blood lipids

> Overweight/ Obesity 2 Chronic respiratory

diseases
> Diabetes

2 Non-modifiable risk
factors



Sector overview
Active pharmaceutical ingredients (API) are active chemicals

used in drug manufacture. India’s API industry (estimated
sales US$2.2 bn) is the world’s third largest after China
(US$4.4 bn) and Italy (US$3.2 bn). India manufactures over
400 APIs and supplies to about 50 countries; exports account
for around 70% of sales.

Cephalosporins, which account for around 30% of the anti-
infectives section, are used to treat infections. The
cephalosporin market has a high entry barrier for the
following reasons: capital-intensive, manufacturing facilities
cannot be used for other products, marked by complex
chemistry (molecular structure, isolation of impurities and
multiple steps), requires expertise in process stabilisation,
operational accuracy and effluent management.

The global cephalosporin APl market is currently estimated at
US$4.5 bn and growing at 7-9% CAGR; regulated markets of
the US, Europe and Japan contribute about US$2 bn while
less-regulated and semi-regulated markets account for the
rest. India’s cephalosporin APl market is valued at US$450
mn, of which third and fourth generation products account
for US$250 mn. The Indian cephalosporin formulation market
is valued at US$1.1 bn. The cephalosporins market is expected
to grow at a 3% CAGR over 2008-13, in line with the growing
market average for the anti-infectives therapeutic area.

Competitive edge

> Nectar is second largest cephalosporin API manufacturer in
India and ROW with a 22.6% market share. It is engaged in
third and fourth generation cephalosporin manufacture
resulting in higher margins and lower competition compared
with first and second generation cephalosporins.

Business section - 1

Active
pharmaceutical
Ingredients

Revenue: RS. 5,099.80 mn
Growth: 30%
Contribution to total revenue: ©65.38%

Market share: 22 .66%

2 Nectar’s APl manufacturing units comply with US FDA and
EDQM guidelines while its formulation facilities are US FDA,
World Health Organisation and EU certified. It also owns
lyophilisation and crystallisation facilities.

2 The Company manufactures oral and sterile APls, an edge
over others.

> The Company is the world’s largest producer of Cefixime
Trihydrate, the second largest producer of Cefuroxime Axtil
and the third largest producer of Cefpodoxime Proxetil.

API product portfolio

Sterile Orals

Ceftriaxone Sodium Cefdinir
Cefotaxime Sodium

Cefepime HCL

Cefixime Trihydrate
Cefuroxime Axtil
Cefprozil Cefpodoxime Proxetil
Ceftazidime

Cephalothin (Buffered)

Cefpirome Sulphate

Cefoperazone Sodium

Cefazolin Sodium

Cefuroxime Sodium

Source: Company

Key highlights, 2008-09

> Core API business grew 28% through deeper penetration in

the Middle East, North Africa, Asia-Pacific, Southeast Asia and
Pakistan

> Domestically, 40 new APIs were introduced, while
internationally, 42 were introduced
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> Domestic revenue from API business increased 36% from
Rs. 2,477.6 mn crores in 2007-08 to Rs. 3,372.6 mn;
international revenue grew 19.61% from Rs. 1,143.9 mn to
Rs. 1,727.1 mn

2 Strategic alliance with a global innovator for supplying
innovator molecule is expected to generate revenue in
FY2009-10 with excellent bottomline

Outlook

Nectar intends to expand its sterile capacity to 25 metric
tonnes a month by 2009-10, to emerge among the largest
cephalosporin player. It intends to file DMFs for Cefuroxime
Sodium, Ceftriaxone Sodium and Cefixime Trihydrate in
FY2009-10 with US FDA and EDQM to enhance its presence
in the regulated markets. Establishment of state-of-the-art
automated sterile facilities will enable Nectar to supply
cephalosporins the world over (including US and Europe) by
the first quarter of 2010-11 and to Japan by the end of 2011.

Sector overview
Formulations combine to produce a final medicinal product.

India’s domestic formulations market grew 1.6 times its
economic growth. The market is projected to grow at a CAGR
of 13.1% over five years to an estimated US$11.2 bn by
2011-12. Nectar established itself as a ‘one-stop solution
provider’ in the cephalosporin section of the growing
formulations market.

Nectar’s competitive edge

Nectar possesses a state-of-the-art-facility in the formulation
space at Baddi in Himachal Pradesh. The five-acre facility was
built as per Schedule M requirements of the Indian Drug &
Cosmetics Act, WHO GMP, EU regulations and US FDA
guidelines. The Company manufactures superior tablets,
capsules, dry syrups and dry powder injectables with separate
areas for wet and dry granulation and for the processing of
tablets, capsules and PFOS. The processing areas for tablets,

Nectar Lifesciences Limited

Business section - 2

Finished dosage
formulations

Revenue: RS, 447.94 mn
Growth: 369.47%

Contribution to total revenue: 5.68%
Market share: 190

capsules and PFOS have separate air handling units while the
HVACs have batch management controls. Nectar markets its
formulation products in the domestic and less-regulated
markets.

Production capacity

Tablets (Coated/uncoated) 150** mn
Capsules 150** mn
Syrups (Oral suspensions) 15** mn
Injectables (Vials) 30** mn

** Annual capacity considering single shift daily

Key highlights, 2008-09
> Witnessed 369.47% growth in FDFs from Rs. 94 mn in
2007-08 to Rs. 442.9 mn

> Launched 30 new brands

> Ventured into the cephalosporin formulations space in



contract manufacturing and branded generics, bagging a
major contract manufacturing arrangement for cephalosporin
formulation range for which Nectar will act as an exclusive
manufacturing partner and the product will be registered for
worldwide sale

> Cleared the WHO GMP audit at the FDF facility, facilitating
exports

> Filed 10 dossiers in the semi-regulated and other markets

Outlook

Nectar is planning to enter the regulated markets for its
formulations by 2010 and will file four Abbreviated New Drug
Applications for US FDA and EDQM approvals by 2009-10.
The Company also endeavoured to be a pioneer in the Indian
market to introduce new niche molecules like Cefcapene
Pivoxil HCL and Cefditoren Pivoxil during 2009-10. This
pioneering market strategy will add huge value for Nectar in
the formulation business, highly-regulated US market. It also
intends to file around 100 dossiers for the semi-regulated and
other markets during the next five years.

Business section - 3

Empty hard
gelatin capsules

Revenue: RS. 125.29 mn

Growth: 1.2 2%

Contribution to total revenue: 1.61(V0

Market share: 5%

Sector overview

Empty hard gelatin capsule (EHGC) is a small soluble container
— usually made of gelatin — that encloses a dose of oral
medicine or vitamin. India’s EHGC industry is valued at US$75
mn, growing at 8-9% annually. Capsule prospects are better
than tablets for the following reasons: capsule manufacture
involves fewer steps, analytical tests, validation requirements
and reduced mix-up risk; consumer preference for capsules is
growing as it is easy identifiable, easy to swallow, masks
tastes and odours, promotes efficacy and acts quickly.

Nectar’s competitive edge

Nectar’s two-piece double lock gelatin capsules are
manufactured in compliance with cGMP requirements, US
FDA and EDQM norms and 1SO 9002 guidelines. Nectar
ventured into capsule manufacture by establishing its EHGC
unit in Baddi, proximate to pharma companies. The Company,
with eight high-end automatic machines and a 4,068 mn

capsules annual installed capacity, possesses the capability to
manufacture in various sizes (0, Oel, 1, 2, 3) with all colour
and printing options.

Quialities ascribed to capsules that prompt patients to give

it preference over tablets

64%

38%

=

Easy to No unpleasant Expected Acts
swallow taste efficacy quickly
[ Tablets I capsules

Source: Burke (Marketing Research)
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Key highlights, 2008-09

> Witnessed a 122% growth from Rs. 56.5 mn in 2007-08 to
Rs. 125.3 mn through the addition of two machines in 2008-
09 and breakthrough into regulated markets like the US, the
UK and Germany

> Launched two new innovative products in EHGC — menthol
capsules (Nexxicap Minty™) and pearl capsule (Nexxicap
Pearl™). The approval by five leading Indian pharma
companies, as a qualified approved vendor, is expected in
2009-10

> Embarked on a marketing alliance with a major US
distribution agency, facilitating the export of its entire existing
EHGC production to the US market for neutraceutical usage

Outlook

Going ahead, the Company reported revenue growth at 100%
CAGR across FY2008-10 in EHGC business through deeper
penetration in regulated markets of the US, Europe and Japan
where the Company can attract higher realisations. Besides, it
will start supplying capsules for neutraceutical usage (all
grades) by Q3 2009-10, enhancing profitability.

Sector overview
Contract research and manufacturing services (CRAMS)

pertain to the outsourcing of research and manufacturing
activities. They involve custom chemical synthesis, clinical trials
and manufacture. The sector commands attractive margins as
CRAMS players work with premium products for innovator
companies.

CRAMS is a high potential, fast-growing sub-section of the
domestic pharmaceutical sector — growing 38% YoY from
2004 to 2008 - of which contract manufacturing and
contract research constitute 66% and 29%. India, fast
developing as a preferred outsourcing destination owing to
cost competitiveness and quality infrastructure, can potentially
capture a significant share of the global CRAMS market.

Clinical trial cost (around 65% of the total outsourcing market
of contract research) in India is less than half the cost in
western countries. The market for this is projected to double
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Business section - 4

Contract research
and manufacturing
Services

Revenue: RS. 62.44 mn
Growth: 28.66%

from 2008 to 2012. The global contract manufacturing

market is expected to grow at an 11.4% CAGR to US$40 bn
by 2011. The global contract research market is expected to
grow from 19% in 2005 to 29% in 2008 and 47% by 2011.

Clinical research outsourcing market (India)
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India is an attractive destination for global companies seeking cost-effectiveness without quality

compromise, as domestic drug development and manufacturing cost is less than half of that in the US and

Europe

The number of FDA-approved Indian pharmaceutical companies increased from 102 to 134 in 2008

Experienced Indian CRAMS players are investing in better technologies and developing expertise in niche
areas that offer higher margins with higher entry barriers

India’s complement of chemistry skills, labour availability, intellectual property respect and pre-clinical
development capabilities are likely to catalyse its CRAMS presence.

Nectar’s competitive edge

Nectar is one of the few Indian pharmaceutical companies to
engage in the contract manufacture of anti-bacterials like
cephalosporins. Nectar strengthened the business section by
establishing a state-of-the-art R&D centre, expanding
capacities in line with global standards and partnering with
global firms to capitalise on the innovators’ technical know-
how as well as distribution and supply infrastructure. It
provides diverse service comprising analysis, manufacture and
chemical development.

Key highlights, 2008-09
2 CRAMS business grew 28.7% from Rs. 48.5 mn in 2007-08
to Rs. 62.4 mn

CRAMS portfolio

> Reported a breakthrough with a big pharma innovator firm
for contract manufacturing the bulk drug for its blockbuster
cephalosporin molecule

2 Reinforced its relationship with a European company for
the process development of a complex cephalosporin
molecule (moved from initial to commercial stage)

Outlook

One of Nectar’s key Indian pharma clients — for contract
manufacture of key betalactams molecule - is to expand
nearly three-fold. This will enable the Company to expand its
sales volume. Besides, expansion and entry into new
businesses like high-growth therapeutic areas will grow the
CRAMS business.

; Support
Chemical PP
and
development .
services
Human
) Analytical capital
Project _—> y &——— P
services and
services
Security Quality
e Manufactu- assurance
environment ring services aqd
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Sector overview

Menthol (derived from mentha leaves) is used in
pharmaceuticals, cosmetics, perfumes, confectioneries,
beverages and mentha oil manufacture. Along with
derivatives like menthol crystals and flakes, it is used as a raw
material in toothpaste, tooth powder, balms, confectioneries,
fragrances and cosmetics.

India is the world’s largest mentha product producer and
exporter, with over 70% of its production catering to overseas
demand. India contributes 80% of the global menthol with
nearly 1,50,000 hectares under menthol farming. India’s
mentha oil production grew 26.8% in 2008.

Mentha oil demand grew rapidly in emerging economies like
India and China, which consume 35-40% of the global
production. India exports mentha oil to major importing
countries like the US, France, Paraguay, Japan, the UK,
Germany, China, the Netherlands and Singapore, among
others. During 2008-09, mentha oil export dipped 11.1%.

Demand drivers
Consumer awareness: Growing awareness regarding diseases
and symptoms is driving the popularity of wellness products

Changing lifestyle: Sedentary habits and growing fast food
culture is fuelling the incidence of lifestyle diseases

Increasing urbanisation: Indian urbanisation growth is higher
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Business section - 5

Menthol

Revenue: 5. 2,00443 mn
Growth: (45%)

Contribution to total revenue: 2 6%0
Market share: 2 0%

than population growth

Higher affordability: Per capita income grew 12.2% from Rs.
33,283 annually in 2007-08 to Rs. 37,490 in 2008-09.
Income levels are expected to treble, catapulting India from its
current 12th position to the world’s fifth-largest consumer
market by 2025, which will spur the demand for
phytochemical products

Concern over hospitalisation: Escalation in hospital
treatment costs encouraging preventive support

Ageing population: Ageing population will increase demand
for supplements and functional foods

Nectar’s competitive edge

> Nectar is one of the few Indian companies to produce
mint-based phytochemical products (menthol flakes, menthol
powder, menthol crystals and mint oils).

2 Nectar’s phytochemical business is fully integrated,; it
sources mentha oil from farmers (mint crop), converts into
flakes, powders into fine diamond-shaped crystals.

> Nectar’s certifications from 1SO, Kosher and Halal - pre-
requisites in the US because of religious restrictions — make it
a preferred global supplier.

2 Nectar’s diverse product portfolio comprises sparkling
menthol crystals, peppermint oil, CIS-3-Hexanol, mint
derivatives, pure mint oils and essential oils.



Exports to countries, 2008-09

Others (5%)
Vietnam (1%)
Netherlands (3%)

Countries to which
India exports

. Singapore (4%)
mentha oil r Germany (4%)
’— UK (4%)
Japan (6%)
China (7%)
USA (47%)

Paraguay (8%)

(

France (11%)

Application of menthol and mint derivatives

Category Product
Oral products Toothpaste > Mouthwash
> Oral spray
Pharmaceuticals Drug » Cough drop 2 Cough
products lozenge 2 Analgesic balm

> Inhaler > Vitamins

Confectionery items Chewing gum

and beverages > Hard candy

Regular cigarette > Menthol
cigarette > Pipe tobacco
> Chewing tobacco

Tobacco goods

Lotion > Aftershave lotion

> Handkerchief > Foot spray
2> Shampoo > Refreshing towel
2> Cooling gel

Perfumed products

Peppermint oils Menthol and its derivatives can also
be added to various peppermint type
compositions like perfumes, eau de
toilettes and deodorants to enhance

the cooling and refreshing effects

Global demand for neutraceutical ingredients is expected to
grow 5.8% annually to US$15.5 bn by 2010

Global demand for nutrients and minerals will increase
6.3% annually to US$9.5 bn by 2010

Global demand for vitamins in neutraceutical products will
increase 4.6% annually to nearly US$4.2 bn in 2010

Key highlights, 2008-09
2 Menthol revenues declined 45% from Rs. 3,667.5 mn to
Rs. 2,004.43 mn following slackening demand in China, the
largest menthol derivative customer.

2 The Company climbed the value chain from the
manufacture of mint intermediates to value-added products
like menthol crystals and high-grade derivatives to cater to the
high-growth neutraceutical market with a focus on
international (the US, EU and Japan) and domestic markets,
reducing its dependency on China.

> At Unit I, Derabassi (Punjab), the Company expanded
capacity to 7,600 MT to enter the value-added menthol
products section. It established a phytochemicals facility at the
SIDCO industrial complex, Jammu, to capitalise on locational
and fiscal benefits.

> Nectar reduced its dependence on China, the largest
market for its menthol products, owing to the shift from low-
end product lines to high-value products. The Company
registered itself with large end-users as well as flavour and
fragrance companies in the US and EU, among others.

The Company supplied directly to end-users and became less
dependent on traders and third party intermediates.

Outlook

Nectar filed DMFs with the US FDA for menthol used in
pharmaceutical applications, which will enable it to enhance
realisations in regulated markets.
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Analysis of our

financial statements

2008-09 vs 2007-08

> Sales increased 0.71% from Rs. 7,744.99 mn in 2007-
08 to Rs. 7,799.77 mn in 2008-09

2 EBIDTA increased 5.01% from Rs. 1,386.21 mn in
2007-08 to Rs.1,455.62 mn in 2008-09

> PBT declined 28.29% from Rs. 917.16 mn in 2007-08
to Rs. 657.67 mn in 2008-09, mainly owing to increased
financial expenses on term loans taken for CAPEX, whose
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impact will be seen in the following years

> PAT declined 34.80% from Rs. 837.03 mn in 2007-08 to
Rs. 545.78 mn in 2008-09

> Cash profit declined 15% from Rs. 1,112.50 mn in 2007-
08 to Rs. 945.80 mn in 2008-09

Earnings Book value Dividend
per share per share
in 2008-09 in 2008-09 in 2008-09

NOTE: During the financial year 2008-09, the Company’s
equity shares were subdivided from Rs. 10 each into 10 equity
shares Re 1 each.

Revenue (net sales)

A significant growth in the pharmaceutical space could not
translate into corporate growth as revenues marginally
increased 0.71% in 2008-09 over 2007-08, primarily owing
to a decline in the phytochemical business. Going ahead,
entry into the non-cephalosporin areas will widen revenue
streams from 2009-10 onwards.

Contribution of verticals in 2008-09

Verticals % of total Growth over
revenue previous year (%)

Pharmaceutical 74.3 42%

Phytochemical 25.7 (45%)

By vertical: The pharmaceutical vertical (74.3% of turnover)
grew 42% in 2008-09 over 2007-08, driven by growth in new



businesses like FDFs and EHGC which grew 369.47% and
122%, mainly because this was the first full year of operations
of these two sections. There was a 45% de-growth in the
phytochemical business (contributing 25.70% to the turnover)
owing to a slackening menthol derivatives demand, strategic
shift to value-added products and shift of customers from
China to the regulated markets of the US, EU and Japan. The
result of this strategic shift will accrue in FY 2009-10. The
following was the Company’s revenue distribution during the
financial year under review:

Contribution of sections in 2008-09

Sections % of total Growth over
revenue previous year (%)

API| 65.08 26.65

FDFs 5.68 369.47

EHGC 1.61 121.76

Generics 1.93 2,817*

*During 2007-08, generics’ operations were only for three months,
whereas 2008-09 was the first full year of operations.

By geography: Domestic income declined 7.76% from Rs.
3,902.96 mn in 2007-08 to Rs. 3,600.18 mn in 2008-09
owing to slackening menthol derivatives demand. Exports
grew 9.3% from Rs. 3,842.01 mn in 2007-08 to Rs. 4,199.59
mn in 2008-09 owing to significant growth in MENA (Middle
East and North Africa), APAC (Asia-Pacific), ASEAN
(Association of Southeast Asian Nations) and Pakistan as well
as an entry into new markets like the US, UK and Germany
(for EHGC). Following two ANDAs and two European filing
approvals in 2009-10, the Company will enjoy a marked

Cost analysis

Absolute cost
2007-08

(Rs. in mn)

presence in regulatory markets, increasing export revenues.
Exports (Rs. in mn)

2005-06 2006-07 2007-08 2008-09

828.67 2113.7 3,842.01 4,199.59

By activity: Non-core income declined 53.14% from Rs.
129.45 mn in 2007-08 to Rs. 60.66 mn in 2008-09 as the
Company did not receive any dividend from the subsidiary
company. Other income, as a proportion of the total income,
declined from 1.67% in 2007-08 to 0.78% in 2008-09,
indicating the Company’s focus on its core business.

Margins

> The Company recorded an EBIDTA margin of 18.66% in
2008-09 compared with 17.90% in 2007-08, indicating the
growing profitability of the business.

2 The Company reported a net margin of 7% in 2008-09
compared with 10.81% in 2007-08, indicating the higher
interest and depreciation owing to gross block investments.

> The Company also reported a 12.13% cash profit margin in
2008-09 compared with 14.36% in 2007-08.

Cost analysis

Total operating cost declined 82 bps from Rs. 6,007.36 mn in
2007-08 to Rs. 5,958.06 mn in 2008-09 following which total
operating cost, as a percentage of total sales, declined 118
bps from 77.56% in 2007-08 to 76.38% in 2008-09 for the
following reasons:

2 Process optimisation initiatives like automation and better
operations management

Raw materials 5,250.30
Manufacturing expenses 275.07
Employee cost 189.07
Administrative expenses 103.14
Selling and distribution expenses 161.60
Repair and maintenance 28.17
Total manufacturing expense 6,007.36

% of total Absolute cost % of total
manufacturing 2008-09 manufacturing
expenses 2007-08 (Rs. in mn) expenses 2008-09
874 4,933.28 82.8
4.58 334.94 5.62
3.15 277.25 4.65
1.72 160.14 2.69
2.69 216.46 3.63
0.47 36.00 0.6
100.00 5,958.07 100.00
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2 Decrease in raw material consumption of mentha oil and
better material management

An analysis of the Company’s key cost components reveals
that raw material was the largest expense head while
administrative costs grew most.

Raw materials: The Company prudently reduced mentha oil
consumption following its price surge in 2008-09. Besides,
the Company entered long-term contracts with European
suppliers for intermediate supply at competitive rates.
Consequently, raw material costs declined 6.04% from Rs.
5,250.30 mn in 2007-08 to Rs. 4,933.28 mn in 2008-09. Of
the total raw material consumed, 65.43% was imported.

Manufacturing costs: An enhanced operational scale raised
manufacturing cost 21.77%. Power and fuel, the key cost
components (80.5% of the total manufacturing cost),
increased 15.17% in 2008-09 over the 2007-08 level. The
expansion of the cogeneration facility from 6 MW to 14 MW
will further rationalise energy costs by 20% in 2009-10.

Employee cost: The Company’s wage bill increased
significantly by 46.64% owing to team strength rising and an
increase in employee emoluments. Despite an increase in the
overall employee cost, employee productivity improved.

Administrative expense: The Company’s administrative
expenses constituted 2.69% of its total operating expenses.
This cost increased 55.26% from Rs. 103.14 mn in 2007-08 to
Rs. 160.14 mn in 2008-09, primarily owing to provision of Rs.
25.84-mn on loss on investments.

Capital employed

The business warrants progressive investments in capacity
expansion and infrastructure improvement to leverage
economies of scale. The capital employed in the business
increased 31.28% to Rs. 10,473.19 mn in 2008-09 against Rs.
7,977.82 mn in 2007-08, to fund growing capacities. The
Company reported a 12.51% return-on-average capital
employed during 2008-09 as against 16.70% in 2007-08,
owing to lower profitability. The Company shall progressively
reap the benefit of increased investment in capacity expansion
2009-10 onwards.

Own funds: The Company’s own funds, comprising equity
share capital and reserves, increased 7.16% from Rs. 2,825.67
mn in 2007-08 to Rs. 3,027.90 mn in 2008-09, mainly owing
to increase in retained earnings during the financial year
under review. Return on average owned fund stood at
18.65% in 2008-09 (34.18% in 2007-08).

Share capital: The Company’s share capital comprised
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15,22,60,970 equity shares of Re 1 face value each. The
promoters held a 64.46% stake in the equity, whereas Flls
held a 3.22% stake as on 31st March 2009.

Reserves and surplus: The Company’s reserves and surplus
increased 7.45% from Rs. 2,679.29 mn as on 31st March
2008 to Rs. 2,879 mn as on 31st March 2009 owing to a
plough back of earnings. The security premium account
reduced Rs. 328.26 mn, primarily owing to provision made for
premium on redemption of FCCBs and exchange fluctuations
on FCCB. Reserves comprised 94.98% of the shareholder
funds, reflecting the Company’s financial capability to fund
capital-intensive projects through accruals rather than
reducing dependence on external funds.

External funds: The size and cost of debt indicates the
Company’s strength to mobilise funds for projects. The
Company’s debt grew 45.27% from Rs. 4,848.37 mn as on
31st March 2008 to Rs. 7,043.45 mn as on 31st March 2009,
consequent to business growth. Short-term loans were largely
used to meet working capital requirements, whereas long-
term loans were utilised for various business expansions. Debt-
equity ratio stood at 2.33 as on 31st March 2009 compared
with 1.72 as on 31st March 2008 and is expected to correct
following enhanced utilisation of the expanded capacities.

Secured loans: These comprised 71.3% of the external debt,
a 46.68% rise during the year under review. Of the total,
60.45% was earmarked for working capital purposes while
39.55% comprised term loans. The Company availed secured
loans from Indian banks, eliminating the need to avail foreign
currency loans, correspondingly hedging against currency
fluctuations.

Unsecured loans: This primarily comprised inter-corporate
deposits and issue of FCCB bonds. Unsecured loans increased
41.89% in 2008-09 owing to exchange fluctuation on FCCB
bonds of Rs. 347.50 mn during the financial year under
review.

Interest: The Company’s interest outflow increased 80% from
Rs. 275.62 mn in 2007-08 to Rs. 496.06 mn in 2008-09
owing to an increase in debt quantum. The Company’s
interest cover was 2.93 in 2008-09 (5.03 in 2007-08). Interest
outflow is expected to decline as the Company proposes to
replace high-cost unsecured debt funds with low-cost secured
alternatives.

Application of funds
Gross block: The Company increased gross block from Rs.
4,202.71 mn in 2007-08 to Rs. 6,144.40 mn in 2008-09



owing to a 225 MT increase in cumulative capacity. Return on
gross block declined from 28.38% in 2007-08 to 18.77%,
owing to aggressive investments in creating additional
infrastructure that were yet to translate into returns. Return
on gross block is expected to increase following the optimum
utilisation of enhanced capacity.

The addition to gross block was owing to the following
reasons:

2 Increase in bulk drug and sterile capacity by 225 MT
2 Increase in phytochemical capacity by 1,600 MT
2 Establishment of new R&D centre at Derabassi

The Company’s capital-work-in-progress increased 28.45%
from Rs. 576.35 mn as on 31st March 2008 to Rs. 740.30 mn
as on 31st March 2009, owing to enhanced capacity which
includes the establishment of the 300 MT-tonne sterile facility
at Derabassi, slated to start commercial production by Q3 of
FY2009-10.

Depreciation: The Company consistently provided
depreciation on the straight line method. The increase in
depreciation from Rs. 193.43 mn in 2007-08 to Rs. 301.89
mn in 2008-09 was owing to a higher production capacity.
Accumulated depreciation, as a percentage of gross block,
stood at only 14.38%, indicating gross block newness.

Investments: The Company’s Rs. 56.16 mn investment
portfolio constituted 0.53% of the capital employed as on
31st March 2009. Of this, the key investments comprised
shares in subsidiary Chempharma Pvt. Ltd. The Company’s
investments increased 12.86% from Rs. 49.76 mn in 2007-08
to Rs. 56.16 mn in 2008-09, primarily owing to investments
in the shares of Aurobindo Pharma Ltd and Ranbaxy Ltd.

Working capital management: Working capital is essential to
manage daily operations and overheads. Working capital
increased from Rs. 3,735.87 mn as on 31st March 2008 to Rs.
4,416.03 mn as on 31st March 2009, primarily owing to
inventory increase. Despite an increase in absolute value,
working capital, as a proportion of capital employed, declined
from 46.83% as on 31st March 2008 to 42.17% as on 31st
March 2009, indicating the Company’s orientation towards
gross block investments.

Inventory: Inventory increased from Rs. 1,996.75 mn as on
31st March 2008 to Rs. 3,496.20 mn as on 31st March 2009.
Of the total inventory, raw materials constituted 12%, work in
progress constituted 77.76% and finished goods constituted
6.7%. The Company’s inventory cycle increased from 94 days
of turnover equivalent in 2007-08 to 164 days in 2008-09 for
the following reasons:

> Dependence on increasing imports necessitated an
adequate stocking of raw material (primarily 7ACA and GLCE)

> Agro-based mentha oil is not available round the year,
necessitating a large inventory

> Enhanced scale required large storage

2 Increasing gross block necessitated the storage of large
volumes of stores and spares

Debtors: The Company’s debtors increased 4.85% from Rs.
1,595.16 mn as on 31st March 2008 to Rs. 1,672.56 mn as
on 31st March 2009, consequent to business growth. The
debtors’ cycle stood at 78 days of turnover equivalent in
2008-09 compared with 75 days in 2007-08.

Loans and advances: Loans and advances constituted
19.37% of the total current assets, decreasing 6.52% from Rs.
1,417.36 mn as on 31st March 2008 to Rs. 1,324.88 mn as
on 31st March 2009. This comprised advance, security
deposits and excise duty balances and MAT credit. Of the
loans and advances balance as on 31st March 2009, about
70% is expected to be liquidated in 12 months.

Current liabilities: The Company’s current liabilities increased
from Rs. 1,533.50 mn as on 31st March 2008 to Rs. 2,424.16
mn as on 31st March 2009. Sundry creditors (from whom it
bought raw material and other goods) is the largest
component under this head, accounting for 74.27% of the
Company’s current liabilities. This increased from Rs. 1,109.03
mn as on 31st March 2008 to Rs. 1,800.50 mn as on 31st
March 2009, largely owing to increase in scale of operations.
The increase in creditors led to increase in average creditors’
cycle from 75 days in 2007-08 to 104 days in 2008-09. The
provisions — comprising income tax, gratuity, redemption
premium of FCCBs, fringe benefit, proposed dividend and
excise duty — also increased from Rs. 386.58 mn as on 31st
March 2008 to Rs. 540.28 mn as on 31st March 2009.

Taxation

The provision for current tax decreased 28.63% from Rs.
104.38 mn in 2007-08 to Rs. 74.49 mn in 2008-09 owing to
lower profitability. The Company’s average tax rate was only
about 11.33% compared with the prevailing 33.99%
corporate tax rate (as per the provision of the Income Tax Act)
owing to tax benefits related to units in Baddi, Jammu and
the power plant.
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Directors’ Report

%&m m@m/&w/&

Your Directors have pleasure in presenting the 14th Annual Report together with the audited accounts of Nectar Lifesciences Limited
(‘NLL” or ‘Neclife’ or ‘Nectar’ or ‘the Company’) for the financial year ended 31st March 2009.

Financial results

(Rs. in mn)

31st March 2009 31st March 2008

Sales and other income

Profit before interest and depreciation
Interest

Depreciation

Profit before tax

Provision for tax

Provision for deferred tax

Provision for FBT

Earlier years’ adjustments

MAT credit entitlement

Profit after tax available for appropriation
Appropriations

Proposed final dividend 10% (Previous year 40%)
Tax on proposed dividend

Transfer to general reserve

Balance c/f to balance sheet

7,860.43 7,874.44
1,455.62 1,386.21
496.06 275.62
301.89 193.43
657.67 917.16
74.49 104.38
98.06 81.96
2.30 1.58
(1.66) (3.41)
(61.29) (104.38)
545.78 837.03
15.23 60.90
2.59 10.35

- 85.00

527.96 680.77

Operations

During 2008-09, your Company achieved sales turnover and
other income of Rs. 7,860.43 mn. Despite the global meltdown
and huge recession, the Company, on a consolidated basis,
managed the same topline as that of previous financial years’.
Major reason of level pegging topline in 2008-09 Vs financial
year 2007-08 was due to menthol which was on account of
shift in our strategic focus like emphasis on value-added
products and discontinuance of China as our focus market. We

Nectar Lifesciences Limited

presume result of this strategic shift will accrue in 2009-10
bottom-line immensely.

The details of the Company’s various facilities are as under

1. API facilities

Nectar Lifesciences Limited with its world-class API facilities is
among the Ivy League in cephalosporin industry. The most
critical and strategic aspect of this business for Nectar is end-to-
end complete integration and one-stop shop concept for all



third and fourth generation cephalosporin molecules derived
from 7 ACA and GCLE.

Nectar’s core strength lies in the manufacturing of
cephalosporin oral and sterile APIs. The Company has currently
650 MT/annum capacity for bulk drug and sterile. In order to
strengthen the Company’s position in this area, the Company is
exploring the opportunities to come up with the latest state-of-
the-art Cephalosporin sterile plant, which would enter into
highly-stringent regulated markets.

Neclife’s team, with its excellent R & D and project skills,
completely de-bottlenecked all its operations to reach global
capacity and thus took leadership position in key molecules like
Cefixime Trihydrate, Cefuroxime Axetil and Cefpodoxime Proxetil
in orals and Ceftriaxone Sodium and Cefotaxim Sodium among
sterile APIs.

The Company is also taking various steps to enter into the
regulated market without diluting its share in the semi-regulated
market.

New products

NLL is committed to grow by penetrating into new markets and
by introducing new products in product basket as well. The
Company’s product development teams are working on 10
different projects which include process improvement in existing
product or new product development. All these pipeline projects
will be commercialised or will be taken for up-scaling,
depending on the success in improvement and yield.

Some of the new products for which we are working on process
improvement are:

1. Cefazolin Sodium
2. Cefepime Hydrochloride
3. Cefcapene Pivoxil
4. Cefditoren Pivoxil

2. Phyto chemicals / herbal products
Nectar Lifesciences Limited attained global leadership position in
Menthol with one of the largest capacities in the world and a

very significant market share of the world market for Menthol.

Nectar is among the few producers of Menthol in the world
which strictly follows pharma cGMP concept and has Drug
Master File for Natural Menthol along with all the other key
certifications from ISO, Halal and Kosher as well. This distinction
immediately makes Nectar the most preferred Menthol supplier
in the world.

Nectar’s state-of-the-art dedicated Menthol facilities are located
at Derabassi and Jammu in India. The Company has wide range
of product offering like Menthol Menthol bold crystals
(BP/USP/IP/JP), Menthol Flake/powder, Peppermint Oil,
dementholized peppermint oil, terpenes and Menthones & CIS
3 Hexanol, among others.

3. Empty Hard Gelatin Capsule (EHGC)
Nectar’s EHGC facility is strictly built in compliance with cGMP
guidelines of USFDA, UK MHRA, WHO and EMEA. The plant has
some unique advantage over its competitors

» State-of-the-art plant to have all independent production lines
which are duly segregated

» The complete production facility has 100,000 CLASS OF AIR
» A complete uni-flow pattern is observed for all the materials
» Distinct segregated printing lines

This facility is operational since April 2007 and in a short span
it captured approximately 5% share of the Indian EHGC market.
The Company started its exports to both the US and Europe
along with few Asian territories. It is expected that its export
business will scale up during the current year.

4. Finished dosage facilities

Neclife invested in a dedicated state-of-the-art Cephalosporin
finished dosage facility built to comply with the cGMP
requirements/guidelines of WHO-GMP, UK MHRA and US-FDA
and Schedule M requirements of India Drugs and Cosmetic Act
and other relevant regulations to service the contract
manufacturing needs of leading international and Indian clients.
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Acknowledged as one of the most technologically and
functionally modern facilities in Asia, it facilitates a high product
rollout, process efficiency, high margins and quicker payback.

This state-of-the-art facility possesses capabilities to
manufacture superior quality tablets, capsules, dry syrups and
dry powder injectables.

In view of the fact that we are also completely integrated both
in oral and sterile formulations, along with the API’s with global
leadership position in some molecules, gives us a significant
advantage of scale, size and economies related thereof.

5. Captive power plant

In order to make energy available in a cost-effective way, NLL
started its captive power plant also called as Neclife Biomass
Cogeneration Project.

This agro-based captive power generation plant based at
Derabassi runs on husk and can be switched over to wood chips,
saw dust and leaf cuttings, among others, with a capacity to
generate 6 MW electricity power. NLLs power plant team is
planning to take new initiatives like ‘20:20 in Energy’ by which
the energy bill is expected to be reduced by approximately 20%.

6. Corporate quality control and Research and
Development centre

Research and Development (R & D) is vital and backbone of every
growing organisation and drives organisation towards
innovation, project planning and implementation. To meet R &
D challenges, Nectar established its ultra modern R & D centre
to support the API and formulation manufacturing.

The Company’s R & D activities are focused towards the
following objectives

1. To develop non-infringing processes for different molecules
2. To file dossier in different countries for existing molecules

3. To develop new molecules as well as file dossier

4. To develop non-Cephalosporin intermediates

5. To explore possibilities of patent filling for existing molecules

6. To develop cost-effective processes for on-going and up-
coming molecules

7. To develop new analytical methods for existing and upcoming
new molecules
Key prominent features of NLLs R & D are

» Ever-improving production processes being developed to
obtain better yield and quality parameters

» State-of-the-art facility with requisite instruments

) Strong process development R & D capabilities
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» Qualified scientists which include PhDs and post graduates in
analytical chemistry includes patent holders in Cephalosporin
range

During 2008-09, key achievement of R&D were

. Development of new non-infringing processes for

A

1. Cefuroxime Axetil

2. Cefixime Trihydrate
3. Cefpodoxime Proxetil
4. Cefixime intermediates
5. Oxacephem Intermediate
6. Ceftriaxone sodium

B. Filing new patents for Ceftriaxone Sodium, GVNE, Cefixime
Trihydrate, Cefuroxime Sodium and Cefpodoxime Proxetil.
Altogether, R & D filed seven patents during the last financial
year.

Since R & D activities are carried out on a regular basis, more
improvements and reduction in cost in production will follow
in with the passage of time.

Foreign currency convertible bonds

The Company raised the funds to the tune of US$35,000,000 by
way of foreign currency convertible bonds (FCCBs), on 25th April
2006. The details of utilisation of such proceeds were disclosed
to the Audit Committee. The Company utilised these funds for
purposes as stated in the notice for convening the Extraordinary
General meeting held on December 15, 2005, vide which
approval of members was received for the issue of the said
FCCBs. The conversion price was adjusted on various occasions
and currently it is Rs. 25.996.

The Company’s equity share capital will further increase by
56,708,436 equity shares to 208,969,406 equity shares if the
balance FCCBs of US$33 mn are converted at an adjusted price
of Rs. 25.996, at a predetermined exchange rate of US$1 = Rs.
44.6725.

Subsidiary company

The Company’s wholly-owned subsidiary, M/s Chempharma
Private Limited, was incorporated in Sri Lanka. The operations of
said subsidiary remained suspended throughout the year and
winding up process is going on.

A copy of the balance sheet, profit and loss account, Directors’
Report and Auditors’ Report of its subsidiary company is
attached. However, the statement pursuant to Sections 212 of
the Companies Act, 1956, in respect of the subsidiary is given
below:



. Name of Subsidiary
. Financial year of subsidiary ended on

. Date from which it become subsidiary

A W N P

a. Number and face value
b. Extent of holding

M/s Chempharma Private Limited
31st March 2009
18th October 2002

. Shares of subsidiary held by the Company as on 31st March 2009:

9,614,165 shares of SLR 10 each
100%

5. The net aggregate amount of subsidiary company’s profit (loss) so far as it concerns the members of the holding company

a. Not dealt with in holding company’s accounts
i. For the financial year ended 31st March 2009

ii. Up to the previous financial year of the subsidiary company

b. Dealt with in the holding company’s accounts

i. For the financial year ended 31st March 2009

ii. Up to the previous financial year of the subsidiary company

(Rs. 2)
Rs. 3

(Rs. 6,301,307)
Rs. 9,882,356

Consolidated financial results

As required under the Listing Agreement with the stock
exchanges, a consolidated financial statements for the year
ended on 31st March 2009 of the Company are attached. The
consolidated financial statements include the financial
statements of Nectar Lifesciences Limited, the parent company
and its subsidiary company, Chempharma (Private) Limited, Sri

Lanka.

Dividend

During 2008-09, the Board of Directors recommended the final
Dividend at 10% i.e. Re. 0.10 per equity share, aggregating to
Rs. 15,226,097 of the Company subject to the approval by the
shareholders in the forthcoming Annual General Meeting. The
register of members and the share transfer books of the
Company will remain closed from 7th September 2009 to 22nd
September 2009 (both days inclusive) for Annual General
Meeting and payment of dividend, if declared, on equity shares.

Directors

On 28th November 2008, Mr. Dinesh Dua was appointed as an
Additional Director and will vacate his office at the ensuing
Annual General Meeting. However, the Company received a
notice under Section 257 of the Companies Act, 1956, from a
member signifying his intention to propose the candidature of
Mr. Dinesh Dua as a regular Director of the Company. Further,
Mr. Dinesh Dua was also appointed as a Wholetime Director
designated as Chief Executive Officer and Director, subject to
the approval of shareholders in their General meeting. Thus,
your Directors recommend his appointment as a regular as well

as Wholetime Director.

Mr. Saurabh Goyal resigned from the Board on 11th February
2009. The Board, while accepting his resignation, placed on
record with appreciation his contribution during his tenure on
the Board.

Mr. B. K. Goswami, IAS (Retired), retires by rotation and being

eligible, offers himself for reappointment. The Board

recommends his reappointment.

Directors' responsibility statement

Pursuant to the requirement under Section 217(2AA) of the
Companies Act, 1956 with respect to Directors' responsibility
statement, your Directors confirm

(i) That in the preparation of the accounts for the financial year
ended 31st March 2009, the applicable accounting standards
have been followed along with proper explanation relating to
material departures, if any

(i) That the Directors have selected such accounting policies and
applied them consistently and made judgment 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 of the profit or loss 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
1956 for
safeguarding the assets of the Company and for preventing and
detecting fraud and other irregularities

with the provisions of the Companies Act,
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(iv) That the Directors have prepared the accounts for the
financial year ended 31st March 2009 on a ~going concern'
basis.

Auditors

M/s Datta Singla & Co., Chartered Accountants, statutory
auditors of the Company will retire at the conclusion of the
forthcoming Annual General Meeting and being eligible offer
themselves for reappointment.

The Audit Committee and Board of Directors recommend their
reappointment as auditors.

Auditors’ Report
Observations made in the Auditors’ Report are self-explanatory
and therefore do not call for any further explanation.

Audit Committee

The Company constituted the Audit Committee as per the
provisions of Section 292A of the Companies Act, 1956 and
Clause 49 of the Listing Agreement. The composition, powers
and duties of the Audit Committee are detailed out in the
Corporate Governance Report. The Board of Directors accepted
all recommendations of the Audit Committee.

Energy, technology and foreign exchange
Information required 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 with respect to
conservation of energy, technology absorption and foreign
exchange earnings and outgo is given in Annexure | and forms
a part of this Report.

Personnel

Information pursuant to section 217(2A) of the Companies Act,
1956, read with the Companies (Particulars of Employees) Rules,
1975 as amended, forms part of the Report. However, as per the
provisions of Section 219(1)(b)(iv) of the Companies Act, 1956,
the Report and accounts are being sent to the shareholders

Place: Chandigarh
Date: 30th June 2009
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excluding statement of particulars of employees under Section
217(2A) of the Act. Any shareholder interested in obtaining the
copy of the said statement, may write to Secretarial Department
at the Company’s corporate office.

The Company enjoyed cordial relations with its employees at all
levels.

Fixed deposits

During 2008-09, your Company did not accept any deposits
from the public in terms the provisions of Sections 58A and
58AA of the Companies Act, 1956.

Corporate Governance

The Company aimed to conduct its affairs in an ethical manner.
A separate Report on Corporate Governance forms a part of the
Annual Report. A certificate from the Company’s Auditors
regarding the compliance of conditions of Corporate
Governance as stipulated under Clause 49 of the Listing
Agreement is given in Annexure II.

Management Discussion and Analysis Report
Management Discussion and Analysis of financial condition and
result of operations of the Company for the financial year 2008-
09, as required under the Clause 49 of the Listing Agreement
with the stock exchanges, is given as a separate statement in
the Annual Report.
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Annexure | to Directors' Report

Statement of particulars under the Companies (disclosure of particulars in the
Report of Board of Directors) Rules, 1988

A) Conservation of energy

a) Energy conservation measures taken

Nectar is committed towards social responsibility of energy
conservation. The Company’s agro-based captive power plant is
environment-friendly way of energy production.

Nectar gets carbon credit for this clean energy production
technique which it can trade in international market at any point
of time.

R & D is committed to deliver best processes and route of
synthesis for every molecule. Commercialisation of every new
successful process results into reduction of reaction time, thus
resulting into energy conservation at each step. Neclife thus

expects substantial amount of saving in its energy bill as a result
of all these initiatives.

b) Additional investments/proposals, if any, for the
reduction of energy consumption

Continuous efforts are being made to further reduce
expenditure on power and fuel.

¢) Impact of measures taken and impact on cost of
production of goods

Nectar gets carbon credit for this clean energy production
technique which it can trade in international market at any point
of time.

d) Total energy consumption and energy consumption
per unit of production

FORM - A

Form for disclosure of particulars with respect to conservation of energy

A. Power and fuel consumption
1. Electricity
(@) Purchased
Unit
Total amount (Rs.)
Rate / unit (Rs.)
(b) Own generation
(i) Through diesel generator
Unit
Total amount (Rs.)
Rate / unit (Rs.)
(i) Through stream turbine/generator
Unit
Total amount (Rs.)
Rate / unit (Rs.)
2. Coal
Quantity (tonnes)
Total costs (Rs.)
Average rate (Rs.)
3. Furnace Oil
Quantity (MT)
Total costs (Rs.)
Average rate (Rs.)

2008-09 2007-08
7,941,410 10,132,425
36,364,246.00 43,948,958.00
4.58 4.34
2,697,969 SESIYRIAY
27,321,000.00 28,297,316.00
10.13 8.52
28,804,342 21,292,920
84,125,108.00 48,185,878.00
2.92 2.26

2,503.48 3,187.52
61,849,792.00 66,277,039.00
24,705.56 20,792.67
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4. Others / internal generation
Quantity
Total costs (Rs.)
Average rate (Rs.)
B. Consumption per unit (MT) of production
Electricity (Units)
Coal (MT)
Furnace oil (Liters)
Others / internal generation

2008-09 2007-08
8,683.35 5,789.76
662.46 529.88

B) Technology absorption
The information required to be disclosed under Rule 2 aforesaid
Rules is given hereunder in Form - B

FORM - B

Form for disclosure of particulars with respect to absorption

I) Research and Development

1. Specific areas in which R & D is carried out by the
Company

Nectar’s R & D team is focused towards two main objectives

a. Discovery of non-infringing process along with improvisation
for optimal yield

b. Process improvement of existing products

R & D is currently working on 10 different projects which will be
commercialised over a period of time. The thrust is on making
better operation and environment-friendly, cost-effective and
user-friendly novel process that can be smoothly up-scaled along
with leading to grant of process patents.

2. Benefits derived as a result of the above R & D
Cost-effectiveness and user-friendly novel process leading to the
grant of process patents. During the financial year, key
achievements of R & D were

A. Development of new non-infringing processes for
1. Cefuroxime Axetil

. Cefixime Trihydrate

. Cefpodoxime Proxetil

. Cefixime intermediates

. Oxacephem Intermediate

o 00~ WN

. Ceftriaxone sodium

B. Filing new patents for Ceftriaxone Sodium, GVNE, Cefixime
Trihydrate, Cefuroxime Sodium and Cefpodoxime Proxetil. In all,
R & D filed seven patents during the last financial year.
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3. Future plan of action

Research and Development forms an integral part of the
pharmaceutical industry. Your Company set up an ultra modern
Research and Development facility at Derabassi. In view of the
various projects undertaken, focus on entering the value-added
pharmaceutical and phytochemical section and to compete
effectively, the Company continuously develops and upgrades its
Research and Development Centre and Corporate Quality
Control Centre.

The future targets of the Company are

a. Discovering non-infringing process along with improvisation
for optimal yield

b. Process improvement of existing products

4. Expenditure on R & D
Total R & D expenditure as a percentage of total turnover
1.78%

II) Technology absorption, adaptation and innovation
1. Efforts, in brief, made towards technology absorption,
adaptation and innovation

The developed technologies and processes were used to
manufacture APIs for commercial purpose for domestic as well
as export markets.

2. Benefits derived as a result of above efforts, e.g. product
improvement, cost reduction and product development,
among others

New products were launched for regular commercial
production, which broadened the Company’s product range,
leading the organisation to the stage of a research-based

organisation.

3. Information in case of imported technology (imports
during last five years)
Not applicable



C) Foreign exchange earnings and outgo (Rs. in mn)
1. During the year, the Company exported its pharmaceutical 2.a) Foreign exchange earnings during 4,199.59
and phytochemicals and its allied products. The Company is the financial year ended on
further making efforts to export new products in the new 31st March 2009
markets and in the current year the Company, further, expects b) Foreign exchange outgo during 2.695.25
to enhance its export sales. the financial year ended on

31st March 2009

For and on behalf of the Board of Directors
of Nectar Lifesciences Limited

/—"’\(/

Place: Chandigarh Sanjiv Goyal
Date: 30th June 2009 Chairman & Managing Director

Annexure |l to Directors' Report

Auditor's Report on Corporate Governance

The Members
M/s Nectar Lifesciences Limited

We have examined the compliance of conditions of Corporate Governance by M/s Nectar Lifesciences Limited for the year ended
31st March 2009, as stipulated in Clause 49 of the Listing Agreement of the said Company, with stock exchanges(s).

The compliance of the conditions of Corporate Governance is the responsibility of the management. Our examination was limited
to a review of procedures and implementation thereof, adopted by the Company for ensuring the compliance of the conditions of
Corporate Governance as stipulated in the said Clause. It is neither an audit nor an expression of opinion on the financial statements
of the Company.

In our opinion and to the best of our information and according to explanations given to us by the Directors and the Management,
we certify that the Company complied with the conditions of Corporate Governance as stipulated in the Listing Agreement.

Based on the records maintained and certified by the Secretary of the Company, there were no investor grievances pending against
the Company for a period exceeding one month.

We further state that such compliance is neither an assurance as to the future viability of the Company nor of the efficiency or

effectiveness with which the management has conducted the affairs of the Company.

For Datta Singla & Co.
Chartered Accountants

Sd/-

Yogesh Monga

Place: Chandigarh Partner
Date: 30th June 2009 Membership No.: 99813
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Report on

Corporate Governance

Nectar Lifesciences’ philosophy on
Corporate Governance

Nectar Lifesciences Limited believes in adopting the best
practices in the area of Corporate Governance and follows the
principles of full transparency and accountability. The Company
is committed to maximise the wealth of its shareholders, besides
catering to the interests of its customers, employees and
associates, with the highest standards of professionalism,
accountability, fairness,
transparency at all levels, social responsiveness and business

integrity, following its values,

ethics.

The Company’s Governance practices go beyond the statutory
and regulatory requirements as it tries its best endeavour to
follow the spirit of good governance in addition to regulatory
requirements.

The Company’s vision is: “To become an integrated international
pharmaceutical company offering excellence in product quality
standards, services and commitment”.

The Company’s compliance of Corporate Governance guidelines
as per Clause 49 of the Listing Agreement is as follows:

|. Board of Directors

The size and composition of the Board commensurate with the
Company’s future growth plans and also conforms to the
requirements of the Corporate Governance Code under the
Listing Agreement. The Company had total six Directors on the
Board as on 31st March 2009, comprising three directors

Nectar Lifesciences Limited

(including the Chairman) who are Executive Directors and
remaining three are Non-Executive and Independent Directors.

The responsibilities of the Board include charting out business
plans; devising corporate strategy; brand equity; formulation of
management matters;
performance review and control and ensuring that the targeted

policies; new initiatives; other
objectives are met on a consistent basis. In all, the Board of
Directors of Nectar believes to ensure compliance of all the

applicable laws of the land, in letter as well as in spirit.

None of the Directors on the Board hold the office of Director
in more than 15 public limited companies or memberships in
Committees of the Board in more than 10 Committees or
Chairmanship of more than 5 Committees.

Apart from receiving sitting fee for attending the meetings of
the Board/Committees, there were no pecuniary relationships
or transactions between the Company and the Non-Executive
and Independent Directors.

During the financial year 2008-2009, eight Board meetings were
held on 24th May 2008, 20th June 2008, 28th July 2008, 22nd
August 2008, 28th August 2008, 31st October 2008, 31st
January 2009 and 21st March 2009.

The names and categories of the Directors on the Board, their
attendance at the Board meetings during the year and at the
last Annual General Meeting and the number of directorship,
committee memberships and committee chairmanship held by
them in other companies is given below:



Name and

designation

of Directors

Mr. Sanjiv Goyal
(Chairman and
Managing Director)
Mrs. Raman Goyal
(Wholetime Director)*
Mr. Aryan Goyal
(Executive Director)
Mr. Basant Kumar
Goswami, IAS
(Retired) (Director)
Mr. Vijay J. Shah
(Director)

Dr. S. P. Singh
(Director)

Mr. Saurabh Goyal
(Executive Director)**
Mr. Dinesh Dua
(Chief Executive Officer

Category of
Director

Promoter &
Executive Director

Promoter &

Executive Director
Promoter &

Executive Director
Independent &
Non-Executive Director

Independent &
Non-Executive Director
Independent &
Non-Executive Director
Promoter &

Executive Director

Non Promoter

and Executive Director

and Director)***

No. of Board
Committees of

Attendance  No. of outside

at the directorships

last AGM held other companies
in which

Member Chairman

Not Present 3 Nil Nil
Not Present 2 Nil Nil
Not Present 2 Nil Nil
Not Present 18 6 2
Not Present 2 Nil Nil
Present Nil Nil Nil
Not Present Nil Nil Nil
Not applicable Nil Nil Nil

* Mrs. Raman Goyal resigned from the Board of Director w.e.f. 20th June 2008 and two Board meetings were held up to her

tenure.

** Mr. Saurabh Goyal was appointed on the Board of Directors w.e.f. 20th June 2008 as an Executive Director and resigned from
the post of Director w.e.f. 11th February 2009. During his tenure six Board meetings were held.

*** Mr. Dinesh Dua was appointed on the Board of Directors w.e.f. 28th November 2008 as a Wholetime Director designated as
Chief Executive Officer and Director and after that only two Board meetings were held.

[I. Code of Conduct

The Board of Directors adopted the Code of Conduct as per the
provisions under Clause 49 of the Listing Agreement. The same
has been posted on the Company’s website www.neclife.com.
All Board members and senior management personnel affirmed
compliance with the Code. A declaration to this effect signed by
Mr. Dinesh Dua, Chief Executive Officer and Director is attached
to this Report.

[ll. Audit Committee
During 2008-09, the Audit Committee comprised three

Directors including Dr. S. P. Singh as Chairman with Mr. Vijay J.
Shah and Mr. Sanjiv Goyal as members.

Dr. S. P. Singh is the former Chairman of University Business
School, Punjab University, Chandigarh and has rich experience
in business administration and financial management. He fulfils
the requirement under the Code that the Audit Committee
Chairman must have financial expertise.

Mr. Vijay J. Shah holds a Bachelors Degree in Commerce and
Diploma in business administration. He has rich experience in
managing the affairs of the corporate entity and is currently
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working as the Managing Director of leading pharmaceutical

companies. Mr. Sanjiv Goyal, Promoter Director of the
Company, is a law and commerce graduate and has more than
20 years of experience in the industry. Thus, the members are
well versed with financial systems and have the ability to read
and understand basic financial statements i.e. balance sheet,
profit and loss account and statement of cash flows.

The terms of reference to the Audit Committee approved by the
Board are in compliance to Section 292A of the Companies Act,
1956 and Clause 49 of the Listing agreement, which includes
the following:

» Review the Company’s financial statements, before submission
to and approval by, the Board of Directors

» Review the Company’s procedures for detecting fraud and
whistle blowing and ensure that arrangements are in place by
which staff may, in confidence, raise concerns about possible
improprieties in matters of financial reporting, financial control
or other matters

» Review the management’s and the internal Auditor’s Reports
on the effectiveness of the systems for internal financial control,
financial reporting and risk management

Category of member of

committee

Number of meetings held during
the tenure of each member

» Monitor the integrity of the Company’s internal financial
controls

» Assess the scope and effectiveness of the systems established
by the management to identify, assess, manage and monitor
financial and non-financial risks

» Review the internal audit program and ensure that the internal
audit function is adequately resourced and has appropriate
standing within the Company

» Receive a report on the results of the internal auditor’s work
on a periodic basis

» Review and monitor management’s responsiveness to the
internal auditor’s findings and recommendations

» Monitor and assess the role and effectiveness of the internal
audit function in the overall context of the Company’s risk
management system.

During 2008-09, five meetings of the Audit Committee were
held, the dates being 24th May 2008, 19th June 2008, 26th
July 2008, 30th October 2008 and 30th January 2009.

The attendance of the members/permanent invitee at the Audit
Committee meetings was as follows:

Number of meetings

Dr. S.P. Singh
(Chairman)

Independent and
Non-Executive Director

Mr. Sanjiv Goyal Managing Director

Mr. Vijay J. Shah Independent and

Non-Executive Director

attended during the year

5 5
5 5
5 5

Mr. Sandeep Goel, Vice President (Finance) and Mr. Ravi Kant
Aggarwal, Vice President (Accounts) of the Company and
representatives from M/s Datta Singla & Co., Chartered
Accountants, statutory auditors of the Company, as considered
appropriate, attended the meetings as permanent invitees, while
Mr. Sunder Lal, Company Secretary, acts as the Secretary to the
Committee.

IV. Compensation Committee

The Company constituted the Compensation (Remuneration)
Committee though it is not mandatory as per the provisions of
Clause 49 of the Listing Agreement. It comprises three Directors,
two of which are Independent. The Compensation Committee
currently comprises Dr. S. P. Singh, Mr. Sanjiv Goyal and Mr.
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Vijay J. Shah. Dr. S. P. Singh is the Chairman of the Company’s
Compensation Committee. The Company Secretary acts as the
Secretary to the Committee.

The Compensation Committee reviews the overall compensation
structure, including managerial remuneration and related
policies aimed at attracting, motivating and retaining personnel.
The Compensation Committee has the authority to determine
the compensation packages of Executive Directors and senior
management and to determine the parameters and supervise
the operation of the bonus schemes of the Company. The
Committee also empowered to evaluate the possibilities of stock
options to employees. The Compensation Committee reviews
recommendations made to it by the Company and others and



is authorised to investigate any activity within its terms of
reference, seek any information from any employee of the
Company and obtain independent professional advice.

During 2008-09, two meetings of the Committee were held on
19th June 2008 and 28th November 2008, which were
attended by all its members.

The details of remuneration of Directors are given in disclosures
part of this Report.

V. Share Transfer-cum-Shareholders’ /
Investors’ Grievance Committee

During 2008-09, the Share Transfer-cum-Shareholders’/
Investors’ Grievance Committee comprised one Non-Executive
Director, Dr. S. P. Singh as Chairman and one Executive Director,
Mr. Sanjiv Goyal, as member. Mr. Sunder Lal, Company
Secretary, acts as the Secretary of the Committee and also the
Compliance officer of the Company. The Committee focuses on

Category of member of
committee

Number of meetings held during
the tenure of each member

strengthening investor relations and performs the following

functions

(i) Approves and monitors transfers, transmission, splitting and
consolidation of securities, issue of share certificate upon re-
materialisation requests and issue of duplicate share certificates

(i) Looks into various issues relating to shareholders including
redressal of complaints relating to transfer of shares, non-receipt
of annual reports and dividends, among others

(iii) Ensures compliance of the Code of Conduct for prevention
of insider trading formulated by the Company as per the
Securities and Exchange Board of India Regulations

Almost 99.99% of the Company’s shares are held in electronic
mode.

Two meetings of the Committee were held during the year on
22nd August 2008 and 20th November 2008. The attendance
of the members at the Committee meetings was as follows:

Number of meetings

attended during the year

Dr. S.P. Singh
(Chairman)

Independent and
Non-Executive Director

Mr. Sanjiv Goyal Managing Director

The Committee was reconstituted in the meeting of the Board
of Director held on 31st January 2009 by inducting Mr. Aryan
Goyal as member of the Committee. Since then, no meeting of
the Committee was held.

Opening balance

Received during the
financial year 2008-09

All the complaints received during the year were duly redressed
to the complete satisfaction of the respective shareholders
expeditiously. The detail of complaints received and redressed
follows:

Complaints resolved Closing balance

Nil 19

19 Nil

Quarter-wise details of complaints during 2008-09

Quarter Complaints pending

at the beginning of quarter

April-June Nil
July-September Nil
October-December Nil
January-March Nil

Complaints received
during the quarter

Complaints resolved Complaints pending

during the quarter at the end of quarter

2 2 Nil
5 5 Nil
6 6 Nil
6 6 Nil
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Secretarial audit

The Company conducts a secretarial audit on a quarterly basis
in accordance with requirements of the Securities and Exchange
Board of India (Depositories and Participants) Reg. 1996 and
SEBI Circular No. D&CC/ FITTC/ Cir-16/2002 dated 31st
December 2002. M/s. M. R. Chechi & Associates, Company
Secretaries, were appointed by the Company to conduct
secretarial audit. The Secretarial Audit Report, which was
submitted to the stock exchanges within the stipulated period,
inter-alia certifies that the Company’s equity shares held in the
dematerialised form and in the physical form confirm with the
issued and paid-up equity shares capital of the Company.

Secretarial Compliance Certificate
As per the provisions of the Clause 47 (c) of the Listing

At the beginning of the year i.e. 1st April 2008

Outstanding shares in the suspense account

Agreement entered with the Bombay Stock Exchange Limited
and the National Stock Exchange of India Limited by the
Company, the Company obtained the Secretarial Compliance
Certificate on half-yearly basis from M/s. M. R. Chechi &
Associates, Company Secretaries, to the effect that all transfer of
shares among others, were effected within the stipulated time.
The certificate was submitted with the stock exchanges within
the prescribed time limit.

Reporting as per Clause 5A of the Listing Agreement

As required under Clause 5A of the Listing Agreement, the
details of shares in suspense account, i.e. shares issued pursuant
to the public issues or any other issue which remained
unclaimed were as under:

Aggregate number of shareholders 35

919 equity shares
of Rs. 10 each

Number of shareholders who approached issuer for transfer of shares from suspense account during the year 7

Number of shareholders to whom shares were transferred from suspense account during the year 6

At the end of the year i.e. 31st March 2009

Outstanding shares in the suspense account

Aggregate number of shareholders 29

7360 equity shares
of Re. 1 each

Further, the voting rights on these shares will remain frozen till the rightful owner of such shares claims the shares.

VI. Financial Review Committee

The Financial Review Committee comprising one Non-Executive
Director, Mr. Vijay J. Shah, as Chairman and two Executive
Directors, Mr. Sanjiv Goyal and Mr. Aryan Goyal, as Member.
Mr. Sunder Lal, Company Secretary, acts as the Secretary of the
Committee.

The scope of functioning of the Committee is to consider and
approve the un-audited quarterly financial results of the
Company and limited review report on said results by the
statutory auditors, if Board meeting is not held for the above
purposes. However, if the Board meeting is held to approve the
said results and report, then the Committee will not have any
power to approve the above statements. The un-audited
quarterly financial results of the Company and limited review
report by auditors, if approved by the Committee, would also be
placed before the next Board meeting.

During 2008-09, only one meeting of the Committee was held
on 18th August 2008, which was attended by all its members,
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to consider and approve the limited review report for the quarter
ended on 30th June 2008. Thereafter, Clause 41 was amended
by the stock exchanges to the effect that the limited review
report to be approved by the Board of Directors or Committee
thereof where the variation between un-audited financials
results and financials amended pursuant to limited review for
the same period exceeds 10%.

Accordingly, the Company’s statutory auditors reviewed the un-
audited financial results for the quarters ended on 30th
September 2008 and 31st December 2008 and submitted their
report on 14th November 2008 and 17th February 2009,
respectively. Since there was not more than 10% variation
between un-audited financials and financials amended,
pursuant to the limited review, the said Report was straightway
submitted to the stock exchanges, without being tabled at the
Financial Review Committee. However, the said limited review
reports were tabled before the Board meetings for taking the
note thereof.



VII. Allotment Committee

The Allotment Committee was constituted with Mr. Sanjiv Goyal
as the Chairman and Mr. Vijay J. Shah and Mr. Aryan Goyal as
members. Mr. Sunder Lal, Company Secretary, acts as the
Secretary of the Committee.

The scope of functioning of the Committee is to approve the
allotment of the equity shares upon conversion of Zero Coupon
Convertible Bonds Due 2011 (FCCBs), in case the Board cannot
meet for that purpose. Further, if the above allotment is
approved by the Board, then the power of the Committee will
automatically be rescinded.

During 2008-09, no meeting of the Committee was held since
no allotment took place in that year.

VIIl. General Body meetings
Details of the last three Annual General Meetings held

1. 13th Annual General Meeting:

29th September 2008 at 10.00 am at the registered office and
works of the Company i.e. Village Saidpura, Tehsil Derabassi,
District S.A.S. Nagar (Mohali) Punjab

2. 12th Annual General Meeting:

28th September 2007 at 10.00 am at the registered office and
works of the Company i.e. Village Saidpura, Tehsil Derabassi,
District S.A.S. Nagar (Mohali) Punjab

3. 11th Annual General Meeting:

15th September 2006 at 10.00 am at the registered office and
works of the Company i.e. Village Saidpura, Tehsil Derabassi,
District S.A.S. Nagar (Mohali) Punjab

Detail of special resolutions
1. At the 13th Annual General Meeting held on 29th September
2008, the following seven special resolutions were passed:

i. For the appointment of Mr. Saurabh Goyal as an Executive
Director

ii. Revision in the remuneration of Mr. Sanjiv Goyal w.e.f. 1st
July 2008

iii. Revision in the remuneration of Mr. Aryan Goyal w.e.f. 1st
July 2008

iv. Preferential issue of warrants convertible into equity shares
under Section 81(1A) of the Companies Act, 1956

v. Sub-division of every equity share of Rs. 10 each into 10 equity

shares of Re. 1 each

vi. Consequential changes of sub-division in capital Clause of
Memorandum of Association of the Company

vii. Consequential changes of sub-division in capital Clause of
Articles of Association of the Company

2. At the Extraordinary General Meeting held on 16th
September 2008, the following two special resolutions were
passed

i. Preferential issue of equity shares under Section 81 (1 A) of the
Companies Act, 1956

ii. The issue of Global Depository Receipts / American Depository
Receipts / any other international offerings up to US$50 mn.

3. At the 12th Annual General Meeting held on 28th September
2007, the following three special resolutions were passed

i. For the appointment of Mrs. Raman Goyal as a Wholetime
Director w.e.f. 1st September 2007

ii. Revision in the remuneration of Mr. Sanjiv Goyal, Managing
Director from 1st October 2006 to 31st May 2007

iii. Re-appointment of Mr. Sanjiv Goyal as a Chairman and
Managing Director w.e.f. 1st June 2007

4. At the 11th Annual General Meeting held on 15th September
2006, a special resolution was passed for the appointment of
Mr. Aryan Goyal as an Executive Director.

Apart from the said resolutions, there was no other special
resolution passed at the above General meetings. All the
resolutions passed in the above General meetings were passed
through show of hands.

There was no resolution passed through postal ballot process
during the last year.

No special resolution to be passed through postal ballot is
proposed at the ensuing Annual General Meeting.

IX. Disclosures

a. There were no materially significant transactions made by the
Company with its promoters, Directors or the management and
their subsidiaries or relatives, among others, that may have
potential conflict with the interests of the Company at large.
However, the general related party disclosures are given in the
Notes on Accounts.

b. There was not any non-compliance by the Company and no
penalties, strictures imposed on the Company by stock
exchanges or SEBI or any statutory authority, on any matter
related to capital markets, during the last three years.

c. The Company did not adopt the whistle blower policy, as it is
a non-mandatory requirement. However, any personnel can
approach the Audit Committee/ Chairman and Managing
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Director, for his grievance about the affairs of the Company.

d. i) Details of compliance with mandatory requirements:
Given elsewhere in this Report

i) Adoption of the non-mandatory requirements of this
Clause: Given elsewhere in this Report

e. Related Party Transactions: The details of all transactions, if
any, with related parties are placed before the Audit Committee
on quarterly basis.

f. Disclosure of accounting treatment: In the preparations of
financial statements, the Company followed the accounting
standards issued under Companies (Accounting Standard) Rules,
2006 as amended upto date, to the extent applicable.

g. Disclosure of risk management: The Company regularly
informed the Board of Directors about the risk assessment, if
any, along with recommendations to reduce the risk.

h. Proceeds from the public issue: The Company issued
3,870,000 equity shares of Rs. 240 per share aggregating to Rs.
928.80 mn by way of Initial Public Offering (IPO) through book
building process during June-July 2005. The details of utilisation
of such proceeds were disclosed to the Audit Committee. The
Company fully utilised these funds for purposes as stated in the
prospectus of the IPO.

i. Proceeds from the FCCBs issue: the Company issued 35,000

Zero Coupon Convertible Bonds due 2011 (FCCBs) of US$1000
each aggregating US$35 mn through book building process
during March-April 2006. The details of utilisation of such
proceeds were disclosed to the Audit Committee. The Company
fully utilised these funds for purposes as stated in the Notice for
convening the Extraordinary General meeting held on 15th
December 2005 vide which approval of members was received
for the issue of said FCCBs.

j- Remuneration of Directors: The Board of Directors in their
meeting held on 28th July 2008, increased the sitting fee of
Non-Executive Directors from Rs. 1,000 to Rs. 10,000 per board
meeting attended by them. The sitting fee of Rs. 1000 is paid to
them for every Committee meeting attended by them. Apart
from the sitting fee, the Non-Executive Directors did not have
any materially pecuniary relationship with the Company.

During 2008-09, the Company paid the remuneration to Mr.
Sanjiv Goyal, Chairman and Managing Director, Mrs. Raman
Goyal, Wholetime Director (since resigned), Mr. Aryan Goyal,
Executive Director, Mr. Saurabh Goyal, Executive Director (since
resigned) and Mr. Dinesh Dua, Chief Executive Officer and
Director on the terms and conditions of their respective
resolutions passed by the Board of Directors and members. The
Company does not pay any sitting fee to its Executive Directors.

The details of Directors’ remuneration for the financial year
ended 31st March 2009

Name and designation Sitting fee Salaries and Commission  Period of  No. of shares held as
of Director (GED) perquisites (Rs.) (GED) service on 31st March 2009
Mr. Sanjiv Goyal* N.A. 5,722,963 5,650,000 5 years from 75,452,640
Chairman and Managing Director 1st Jun 2007

Mrs. Raman Goyal** N.A. 266,667 N.A.  From 1st Sep 2007 21,584,000
Whole-time Director to 20th Jun 2008

Mr. Aryan Goyal* N.A. 4,920,165 N.A. 5 years from 290,000
Executive Director 5th Dec 2005

Mr. Saurabh Goyal*** N.A. 780,812 N.A.  From 20th Jun 2008 243,000
Executive Director to 11th Feb 2009

Mr. Dinesh Dua**** N.A. 3,280,000 N.A. 5 years from Nil

Chief Executive Officer and Director 28th Nov 2008

Mr. Basant Kumar Goswami, IAS (Retd.) 23,000 N.A. N.A. N.A. Nil
Non-Executive Director

Dr. S. P. Singh 32,000 N.A. N.A. N.A. Nil
Non-Executive Director

Mr. Vijay J. Shah 50,000 N.A. N.A. N.A. Nil

Non-Executive Director
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* The remuneration of Mr. Sanjiv Goyal and Mr. Aryan Goyal
has been revised from 1st July 2008.

** Mrs. Raman Goyal resigned from the Board of Directors on
20th June 2008

*** Mr. Saurabh Goyal was appointed as an Executive Director
w.e.f. 20th June 2008 and resigned from the Board of Directors
on 11th February 2009.

**** Mr. Dinesh Dua has been appointed as a Wholetime
Director designated as Chief Executive Officer and Director w.e.f.
28th November 2008.

The Company did not allot any shares to its Directors in the
Initial Public Offerings. Further, the Company did not provide
any stock option to its officers and employees.

X. Means of communication
Quarterly results
The details of quarterly results are published are as under

Quarter English daily Punjabi daily
April-June 1. Times of India — Mumbai Des Sewak
2. Economic Times — Mumbai, Delhi, Ahmedabad, Chandigarh
3. Business Standard — Kolkata, Bhubaneswar, Chennai, Cochin,
Hyderabad, Banglore
July-September 1. Times of India — Mumbai. Des Sewak
2. Economic Times — Mumbai, Delhi, Ahmedabad, Chandigarh
3. Business Standard — Kolkata, Bhubaneswar, Chennai, Cochin,
Hyderabad, Banglore
October-December 1. Economic Times — Mumbai, Delhi, Ahmedabad, Chandigarh Des Sewak
2. Financial Express — All editions
Annual audited results 1. Economic Times — Mumbai, Delhi, Ahmedabad, Chandigarh Des Sewak
for the year ended on 2. Financial Express — All editions

31st March 2009

The results are also displayed on the Company’s website
www.neclife.com. The official news’ are also displayed on the
Company’s website. Apart from the above, we also regularly
provide the information to the stock exchanges as per the
requirements of the Listing Agreement and the desired
information can be accessed from the websites of the respective
stock exchanges. Other than the annual accounts, the quarterly
and half-yearly financial results are not sent to the household of
each shareholder.

As required by the Securities and Exchange Board of India (SEBI)
and pursuant to Clause 51 of the Listing Agreement, the
Company posted its shareholding pattern and financial
statements of account in the new EDIFAR system of SEBI on their
website www.sebiedifar.nic.in.

XI. Particulars of reappointment of Directors
1. Mr. Basant Kumar Goswami, IAS (Retd.) will retire at the
forthcoming Annual General Meeting and he is proposed to be
reappointed as a Director thereat.

Mr. Basant Kumar Goswami IAS (Retd.), aged 74 years, is a
holder of Masters Degree in English and secured first position in
Punjab University. He joined the Indian Administrative Services
in 1960 and held various positions in the government
departments at various levels including the management of
public sector undertakings.

He secured the following awards

1. Received the ‘Hall of Fame Award’ instituted by the Indian
Association of Tour Operators (1995)

Annual Report 2008-09 |53



2. Received ‘Lifetime Achievement Award’ from Union Tourism
Minister, Smt Ambika Soni, on 19th August 2006

He does not hold any equity share in the Company. He holds
directorship in the following companies

SI. No. Company name

1. Jaiprakash Power Ventures Ltd
2. Jaiprakash Associates Ltd
3. Taj Kerala & Resorts Ltd
4. Quest Venture Co-ordinators (P) Ltd
5. Global Trust Capital Finance Ltd
6. Mata Securities (P) Ltd
7. Great India Aviation Ltd
8. New Kennilworth Hotels Ltd
9. American Hotels & Restaurants (P) Ltd
10. L.H. Sugar Factories Ltd
11. Blue Coast Hotels
12. Heritage North East
13. B & Multiwall Packaging Ltd
14. TDI Infrastructure Pvt. Ltd
15. DM South India Hospitality Pvt. Ltd
16. Parsvnath SEZ Limited
17. Parsvnath Hotels Limited
18. Landmark Holdings Ltd
19. Nectar Lifesciences Limited

2. Mr. Dinesh Dua has been appointed as the Additional
Director and will vacate his office at the ensuing Annual General
Meeting. However, the Company received a notice under
Section 257 of the Companies Act, 1956, from a member
signifying his intention to propose the candidature of Mr. Dinesh
Dua as a regular Director of the Company. Further, Mr. Dinesh
Dua was also appointed as a Wholetime Director designated as
Chief Executive Officer and Director, subject to the approval of
shareholders in their General meeting.

Mr. Dinesh Dua, aged 53 years, prior to NLL he was the
President of Wockhardt Ltd, Mumbai. Mr. Dua is an M.B.A. from
IIM Ahmedabad. He has over 30 years of professional experience
across varied industries such as healthcare and pharmaceuticals,
petrochemicals and consumer goods, having worked in MNCs
such as Hoechst (Sanofi Aventis) and Berger Paints and large
Indian Corporates like Reliance and Jubilant Organosys. Prior to
Wockhardt, Mr. Dua was the President of API at Zydus Cadila
Healthcare.

He also served as a member of various sub-committees of the ClI
and FICCI, two of the major industry associations of India. He is
also a visiting faculty to leading and reputed management
institutes in India.

He does not hold any equity share in the Company. He also does
not hold any directorship in any other company.

XIl. General Shareholder Information
i. 14th Annual General Meeting

Date

Time

Venue

: 10.00 am

. 22nd September 2009

. Registered office and works: Village Saidpura Tehsil Derabassi,

District Mohali (Punjab)

ii. Financial year
iii. Date of book closure
iv. Dividend payment date

v. The equity shares of Re. 1 each
of the Company are listed on

. 1st April 2008 to 31st March 2009
. 7th September 2009 to 22nd September 2009 (both days inclusive)
: By 21st October 2009

: 1. The National Stock Exchange of India Limited (NSE)
Registered office: Exchange Plaza, Bandra-Kurla Complex, Bandra (East),

Mumbai - 400 051, Maharashtra, India
Tel : 91-22-26598100, 56418100, Fax : 91-22-26598237/38, 26598120
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2. The Bombay Stock Exchange Limited (BSE)
New Trading Ring, Rotunda Building

Phiroze Jeejeebhoy Towers, Dalal Street, Fort
Mumbai - 400 001, Maharashtra, India

Tel : 91-22-22721233, 22721234

Fax : 91-22-22723677, 22722082 / 3132

vi Zero Coupon Convertible Bonds due 2011 : Singapore Exchange Securities Trading Limited
(FCCBs) listed on (SGX-ST), 2 Shenton Way, #19-00 SGX Centre 1 Singapore 068804
Telephone: (65) 6236 8888, Fax: (65) 6535 6994

vii. Listing fee . The annual listing fee has been paid to the above exchanges and there is
no outstanding payment towards the exchanges, as on date.

viii. Equity shares’ stock code / symbol : BSE Code : 532649
NSE Symbol : NECLIFE

ix FCCBs’ common code : SGX-ST Code: 024957900
X. ISIN of Company’s equity shares : INEO23H01027
xi. ISIN of Company’s FCCBs : XS0249579003
xii. Corporate Identification Number (CIN) : L24232PB1995PLC016664

xiii. Market price data
The high and low prices of the Company’s share (of Re. 1 each) at BSE and NSE from 1st April 2008 to 31st March 2009 were as
below:

NSE

High (Rs.) Low (Rs.) Total traded quantity High (Rs.) Low (Rs.) Total traded quantity

April-08 26.68 19.40 3,131,890 26.74 19.31 4,498,670
May-08 27.69 23.50 2,345,970 28.00 21.80 2,762,790
June-08 32.90 22.85 5,032,030 32.60 2291 8,146,150
July-08 33.50 25.11 5,002,000 33.24 23.21 6,284,820
August-08 38.80 30.53 16,908,990 38.80 30.75 26,812,500
September-08 38.89 27.80 9,124,670 38.87 27.86 18,534,660
October-08 32.00 13.10 4,317,630 32.00 13.20 6,533,370
November-08 23.70 16.61 3,243,993 23.90 16.67 5,431,205
December-08 21.85 15.50 580,331 21.80 15.60 812,420
January-09 21.15 13.70 708,932 21.00 13.00 1,547,931
February-09 15.60 11.60 833,612 14.40 11.10 750,573
March-09 12.20 9.75 385,982 12.10 9.10 730,304
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xiv. Performance of the Company’s share price with BSE Sensex and NSE Nifty
a. Performance of the Company’s share price at BSE in comparison with BSE Sensex
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b. Performance of the Company’s share price at NSE in comparison with NSE Nifty
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xv. Registrar and Transfer Agents and contact person
thereat

Karvy Computershare Private Limited

Unit: Nectar Lifesciences Limited

Karvy House, 46, Avenue 4

Street No. 1 Banjara Hills

Hyderabad - 500 034

Tel: (91-40) 23114058

Fax: (91-40) 23311968

Contact Person : Mr. V. K. Jayaraman

E-mail: jayaramanvk@karvy.com

xvi. Address for correspondence at the Company
Nectar Lifesciences Limited

SCO 38-39, Sector 9-D, Chandigarh -160 009

Ph. No. 0172-3047777,3047701

Fax No. 0172-3047755
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xvii. Compliance Officer and contact person at the
Company

Mr. Sunder Lal, Company Secretary

E-mail: sunderlal@neclife.com

Website : www.neclife.com

xviii. Share transfer system

Almost 99.998% of the Company’s shares are held in
dematerialised form. Transfers of these dematerialised shares
are done through the depositories with no involvement of the
Company. As regarding transfer of shares held in physical form,
the transfer documents can be lodged with the Registrar and
Share Transfer Agent of the Company.

Transfer of shares in physical form is normally processed within
20-25 days from the date of receipt, if documents are complete
in all respects. The Shareholders’/Investors’ Grievance Committee
approves the transfer and transmission of shares.



xix. Distribution of shareholding
a) Class-wise distribution of equity shares as on 31st March 2009

Category No. of Percentage Total
(Amount) cases of cases shares
1-5000 12,522 95.92 8,224,325
5001-10000 251 1.92 2,019,235
10001-20000 124 0.95 1,856,599
20001-30000 85 0.27 899,581
30001-40000 23 0.18 800,179
40001-50000 22 0.17 1,016,354
50001-100000 36 0.28 2,597,360
100001 and above 42 0.32 134,847,337
Total 13,055 100.00 152,260,970

Nominal value of Percentage
shares held (Rs.) of amount
8,224,325 5.40
2,019,235 1.33
1,856,599 1.22
899,581 0.59
800,179 0.53
1,016,354 0.67
2,597,360 1.71
134,847,337 88.56
152,260,970 100.00

Distribution schedule as on 31st March 2009

13484733

——m—— Nominal value of
shares held

——m— NO. of cases
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10000000 - sz 2019235 2597360
. 1856599 oo 600179 101635
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10000 -
1000 -
100 -
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1-5000 I 5001- I 10001- I 20001- I 30001- I 40001- I 50001-
10000 20000 30000 40000 50000 100000
b) Shareholding pattern as on 31st March 2009
Category No. of cases
Promoters and their associates 5
Bodies corporate and trusts 398
Resident individuals and HUFs 12,454
Clearing members 43
Foreign institutional investors 7
Indian financial institutions 2
Non resident Indians 146
Total 13,055

T
100001
& above

Total shares % to equity

98,141,640 64.46
18,144,298 11.92
20,610,780 13.54
250,582 0.16
4,905,256 3.22
9,532,500 6.26
675,914 0.44
152,260,970 100.00

Annual Report 2008-09 |57



Shareholding pattern as on 31st March 2009

Resident Individuals & HUFs
13.536% Bodies Corporate & Trusts
11.917%

&

¢ Other

3.830%

Indian Financial Institutions
6.261%

Promoters & their Associates
64.456%

xx. Dematerialisation of shares and liquidity

Non Resident Indians
0.444%

Clearing Members
S 0 165%

Foreign Institutional Investors
3.222%

The Company’s shares are compulsory traded in dematerialized form. Equity shares of the Company representing 99.998% of the

Company’s share capital were dematerialised as on 31st March 2009.

The Distribution of shareholding of the Company as per the depository system as on 31st March 2009 was as under:

Sr. Category

1. Physical

2. NSDL

3. CDSL
Total

Distribution of shareholding as on 31st March 2009

NSDL
94.239%

.

CDSL
5.760%

PHYSICAL
0.002

xxi. Outstanding GDRs/ADRs/warrants or any
convertible instruments, conversion date and likely
impact on equity

The Company made the issue of US$35 mn of Zero Coupon
Convertible Bonds (Foreign Currency Convertible Bonds (FCCBs))
due on 26th April 2011. Of which, bonds of US$2 mn were
converted in financial year 2007-08. The outstanding FCCBs on
31st March 2009 were of US$33 mn. The FCCBs are listed on

Singapore Exchange Securities Trading Limited
2 Shenton Way, #19-00 SGX Centre 1, Singapore 068804
Telephone: (65) 6236 8888, Fax: (65) 6535 6994
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No. of holders

Total shares % to equity

12 2,290 0.002
9,730 143,488,756 94.238
3,313 8,769,924 5.760

13,055 152,260,970 100.00

The Company’s shares are regularly traded on the National Stock
Exchange of India Limited (NSE) and the Bombay Stock Exchange
limited (BSE), in electronic form.

Under the depository system, the International Securities
Identification Number (ISIN) allotted to the Company’s shares is
INEO23H01027.

Each bondholder has a right to convert the bonds at any time
after 4th June 2006 into equity shares of the Company at a
predetermined price of Rs. 331.74 at a predetermined exchange
rate of US$1 = Rs. 44.6725. The conversion price has been
adjusted on various occasions and currently it is Rs. 25.996.

The Company’s equity share capital will further be increased by
56,708,436 equity shares to 208,969,406 equity shares if the
balance FCCBs of US$33 mn are converted at an adjusted price
of Rs. 25.996 at a predetermined exchange rate of US$1 = Rs.
44.6725.




xxii. Registered office location
Nectar Lifesciences Limited
Village: Saidpura, Tehsil Derabassi, District Mohali (Punjab)

xxiii. Plant locations
1. Nectar Lifesciences Limited unit |
Village: Saidpura, Tehsil Derabassi, District Mohali (Punjab)

2. Nectar Lifesciences Limited unit Il
Village: Saidpura, Tehsil Derabassi, District Mohali (Punjab)

3. Empty Hard Gelatin Capsule Unit
Village Bhatoli Kalan, Pargana Dharmpur, Tehsil Nalagarh
District Solan, (Himachal Pradesh)

4. Formulation unit
Village Bhatoli Kalan, Pargana Dharmpur, Tehsil Nalagarh
District Solan, (Himachal Pradesh)

Place: Chandigarh
Date: 30th June 2009

5. Narbada Industries

Plot No. 2, Lane No. 4, Phase ||
SIDCO INDUSTRIAL COMPLEX

Bari Brahmana, Jammu (J & K)

Xlll. CEO / CFO certification

As required under Clause 49 of the Listing Agreement the
certificates duly signed by Mr. Dinesh Dua, Chief Executive
Officer and Director and Mr. Sandeep Goel, Vice-President
(Finance)- CFO, were placed at the meeting of the Board of
Directors held on 30th June 2009.

XIV. Auditor’s certificate on compliance of
conditions of Corporate Governance

Certificate from the auditors on compliance of conditions on
Corporate Governance is enclosed along with the Directors’
Report.

For and on behalf of the Board of Directors
of Nectar Lifesciences Limited

/—"’\(/

Sanjiv Goyal
Chairman & Managing Director

Declaration to the Compliance with
Code of Conduct as per Clause 49
of the Listing Agreement

I, Dinesh Dua, Chief Executive Officer and Director of Nectar Lifesciences Limited having its registered office at Village Saidpura, Tehsil
Derabassi, District Mohali (Punjab), do hereby certify that the Board of Directors has formulated the Code of Conduct as per the
provisions of Clause 49 of the Listing Agreement for the Directors and senior management personnel, which has been posted on
the website of the Company.

Further, it is hereby confirmed that all the Directors and senior management personnel have complied with the Code of Conduct
and a confirmation to this effect has been obtained from Directors and senior management personnel.

For and on behalf of the Board of Directors
of Nectar Lifesciences Limited

Place: Chandigarh
Date: 30th June 2009

Dinesh Dua
Chief Executive Officer and Director
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Management
Discussion and Analysis

Overview

Nectar Lifesciences Limited (hereinafter referred to as ‘Neclife’,
‘Nectar’, ‘NLL’ or ‘the Company’) witnessed mixed results in the
financial year 2008-09.

Despite the global meltdown and huge recession, on a
consolidated basis, Nectar achieved the same topline as that in
the previous financial year, owing to a shift in our strategic focus
on value-added products.

In 2009-10, pharma and menthol will remain our core areas of
business, a derisking strategy.

In FY 2008-09, Nectar made impressive strides in the Indian
pharma arena across different business sections and
demonstrated the ability to lead in each of them. The Company
witnessed excellent growth, with its core life sciences business,
pharmaceuticals, leading the growth charge with a robust 42%
growth with the other sections — APIs, formulations and empty
hard gelatin capsules.

While the global pharma market grew at 5-6%, the Indian
pharma market grew at about 13% Y-o-Y; NLL’s performance
clearly stood out as outstanding in its core area.

Global pharmaceutical market

The global pharma market is at different stages across different
markets. Despite stagnation and growth slowdown in certain
markets, certain markets possess boosting potential.

Current global market environment

The global pharma market grew at a 5-6% CAGR in FY 2008-09
and is estimated to be around US$735 bn currently. The key
seven markets are moderate as ‘pharmerging’ markets drive
future growth. The pharmerging markets are: China, India,
South Korea, Russia, Turkey, Brazil and Mexico. Moreover,

Nectar Lifesciences Limited

among the leading 15 markets 2008 onwards, these countries
have a higher CAGR 2006-2011, a transitional disease profile,
growing access to medicines and expanding public health
programs.

Another growth area is the generic drug space. Generic sales
across regulated markets grew at a 14-15% CAGR in 2008-09
and are currently valued at US$72 bn.

Indian pharmaceutical market

The Indian pharmaceutical market is becoming progressively
buoyant owing to the increasing prosperity of the population
and all the related economic factors that are increasing
affordability and medicine demand. The domestic formulations
industry is expected to grow at a 10.6% CAGR to reach US$9.2
bn by 2011.

Anti-infective, the largest section in the domestic formulations
industry, contributes around 17% (Approximately US$1.5) to
overall demand. This section will continue to grow in the long
run owing to hygienic issues. In semi-regulated markets like
India, the Cephalosporin sector holds the biggest piece in the
anti-infective pie (around US$0.7)

The Indian domestic formulation market is expected to report a
robust growth with rising income levels, improving living
standards, improving medical infrastructure, increasing health
insurance penetration and a growing number of organised retail
chains. Domestic drug demand looks extremely favorable. India
is set to capture a large portion of the generic market by
leveraging its inherent strengths — technology, R & D facilities
and trained human capital. Indian companies are expected to
grab around 30% of the increasing generic market. The market
is further projected to grow at a 13.1% CAGR over the next five
years to reach US$11.2 bn by 2011-12, driven by a series of
socio-economic factors.



Currently, India is the world’s third largest APl producer (7%)
after China and Italy and is expected to become the second
largest (12%) by 2010.

While the APl market’s exports are expected to rise to US$10
bn, sales are pegged at US$5 bn by the year 2010, at a 20%
average yearly growth rate.

Currently estimated at more than US$700 mn, the Indian
CRAMS market — a leading market in this sector — is growing
annually at around 30%. India is also emerging as a leader in
clinical and drug trials. Contract research in India is estimated to
reach US$2 bn by 2010. Similarly, the global clinical trial
outsourcing to India is estimated to be worth around US$1.3 bn
by 2010.

Market scenario for menthol

Domestic menthol consumption figures across the last few years
demonstrated an upward trend. Currently, India is the world’s
largest menthol consumer. The important menthol consuming
countries are:

» India
» China
» EU and the US
) Japan
» ROW

There was a tremendous demand surge in mid-2006-07, a
major factor which marked NLL’s entry into this venture.
Menthol finds application mainly in pharmaceuticals, cosmetics,
perfumes, confectioneries and beverages, among others.
Menthol demand is ever increasing, fuelled by the burgeoning
middle class which also explains the growth trajectory story for
exponential demand growth in demand.

Neclife: Where the rupee is earned

Our existing business operations are primarily concentrated on
manufacturing and marketing oral and sterile Cephalosporins,
Phytochemicals and allied products. We currently manufacture
and sell a comprehensive range of Cephalosporins and
Phytochemicals. We are also engaged in certain contract
manufacturing for major pharmaceutical players. Besides this,
the Company entered formulations and generic arena.

The drug intermediates manufactured are captively consumed
for Cephalosporin APl manufacture. The sterile bulk drugs
manufactured by the Company are filled in vials/injections in
various dosages such as 250 mg, 500 mg and 1 gm.

Total domestic sale in 2008-09 was Rs. 4,590.25 mn whereas
export sale was Rs. 3,209.52 mn.

The summary of turnover of various products is as follows

Rs. in mn

Bulk drugs
Domestic sales 3,372.61
Export sales 1,727.19

(A) 5,099.80
Phytochemicals
526.01
Export sales 1,478.38
(B) 2,004.39
Generic, formulations and EHGC

Domestic sales

691.63
Export sales 3.95
©) 695.58

Total sales (A+B+C) 7,799.77

Domestic sales

Opportunities and outlook

API facilities

Nectar underwent an unprecedented change while progressively
venturing into the international arena. It witnessed a healthy
growth owing to superior chemistry both in organic and in-
organic processes, best available talent, low-cost manufacture
and strict compliance with all regulatory SOPs.

Nectar attained global leadership in key third and fourth
generation Cephalosporin molecules like Cefixime Trihydrate,
Cefuroxime Axetil and Cepodoxime Proxetil. This leadership
position was reflected by Nectar’s pharma API business unit,
which registered a robust growth during FY 2008-09.

The highlights of the API business were as under

» NLL took a step towards forming strategic alliances with
leading global innovators for its key molecule. This partnership
will enable NLL to capitalise on the knowledge and
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understanding of the local market, share proprietary technical
know-how and access strong distribution and supply
infrastructure. NLL expects potential up sight with significant
bottom-line from this venture during FY 2009-10

» Globally pharmaceuticals markets registered either single or
double digit growth owing to the low penetration of modern
medicines in the certain countries and growth in the health
insurance sector. However, NLL breached this threshold,
registering a triple-digit growth in its key territories like MENA
(Middle East and North Africa), APAC (Asia-Pacific), ASEAN
(Association of Southeast Asian Nations) and Pakistan.

International API

NLL is looking to penetrate the fastest growing markets in
steriles and has already initiated business development activities
accordingly.

As the first wave of market penetration initiatives, we classified
markets (sterile cephalosporin APIs) into the following:

1. Booster markets: Small, fast growing markets. These markets
are currently valued at US$50 mn and will provide the initial
push in value at higher rates

2. Focus markets: These markets of moderate size and growing
moderately, valued at US$206 mn, will give both value and
volume push

3. Mega markets: The US, China and India represent the large
size, moderately growing markets, valued at US$1,100 mn.
These markets are highly competitive ones with a high maturity
level.

Other markets (in ROW) will be classified on a case-to-case basis
with emphasis on value and volume mix. For regulated markets
NLL intends to move as per market entry planning process.

Domestic API business unit

Neclife’s domestic APl business unit exhibited tremendous
growth during FY 2008-09, ending 31st March 2009. Neclife is
increasingly emphasising on new business sections for the API
market.

Neclife intends to move into the higher spectrum of servicing
Indian MNC’s for their regulated/ROW formulation business.

Phytochemicals

At unit I, Derabassi, Punjab, the Company enhanced the
menthol manufacturing capacity, enabling entry into the value-
added menthol products. The Company’s product portfolio
comprises menthol crystals (BP/USP/IP/JP), distilled menthol oil
(all grades), peppermint oil, dementholised peppermint olil,
liquid menthol, menthol flakes/powder, terpene, menthone and
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CIS, among others.

The Company also has a Phytochemicals facility at the SIDCO
industrial complex, Jammu to add on the requisite business
activity with all the locational benefits to industry in J & K.

Compared with NLL’s steep pharma growth curve, menthol
performance during FY 2008-09 witnessed a roller coaster ride
which was consciously attributed to a strategic shift in business
option.

This de-growth was primarily owing to the following reasons
» Change in excise rules in the domestic market

» Neclife’s decision to cater to high value chain products (shift
from flakes to crystals)

» Neclife aiming to change customer base

Strategy shift for menthol
Neclife made strategic and tactical shifts in menthol for the
current financial year in order to obtain

) Better realisations and high profit margins in menthol and
related product lines

» Consistent demand through direct sourcing to front-end
customer, thereby lessening dependence on traders and third
party intermediates

Along with the change in excise rules, the Indian menthol
market opened up and shifted from a majority grey market to a
fully functional market.

In order to achieve this, Neclife enveloped a four-step strategy:

1. Move up the value chain: The menthol product value chain
is basically in four areas — menthol flakes, DMO, peppermint oil
and menthol crystals. Neclife in the current fiscal year attempted
to move from low-end product lines to the high-value products.

This change in strategy was needed in order to obtain better
realisations and higher profit margins for menthol products. This
shift resulted in lower topline growth with Neclife lowering the
servicing for orders on menthol flakes and DMO.

2. Change in customer base: Owing to the growth slowdown
and decreasing Chinese importance in the market, the business
was unpredictable. The logical step was to move from
intermediate sales business to end user of value-added menthol
crystals business.

For the same, we augmented our capacities accordingly and
started obtaining approvals from large-end users and flavour
and fragrance companies in the US and the EU, among others.
The approval process takes almost a year but once done, the



business is high-value and high-volume, which will enable
robust and strong foothold in markets like the US, the EU and
Japan. The financial results will start reflecting in both topline
and bottomline by 2009-10.

3. New positioning for Neclife’s Menthol: Neclife is promoting
the pharmaceutical grade menthol for not only pharmaceutical
use, but also giving the pitch of higher quality to other menthol
users.

In order to achieve the same, Neclife has a drug master file for
natural menthol in addition to key certifications from SO,
Kosher and Halal which are required to satisfy end consumers.

4. Secured term Business: NLL took a conscious decision to
trade in menthol only through the secured payment mode
which is well backed by banks and internationally reputed
institutions.

Empty hard gelatin capsule

Nectar’s EHGC facility is built in compliance with GMP
requirements. With no other EHGC unit located in the region,
there has been a strong demand for the products. This facility
in the short span, captured 5% share of the EHGC market.

The highlights of this business are as under:

» Marketing alliance with one of the major distribution agency
in the US resulted in a potential upside such that we could
export our entire existing EHGC production to the US market
for neutraceutical usage.

» NLL got an import permit for the US by US DoA (US
Department of Agriculture). This is a mandatory requisite for
any company exporting products of animal origin to the US (in
this case hard gelatin capsules).

» Focus on regulated markets for global generics & CRAMS.
EHGC will nourish and boost the growth and performance of
Nectar in the future.

NLL achieved a break through in the US market where we roped
in the biggest distributor of capsules. We started our exports
for preservative-free capsules to North American markets which
were mainly used for neutraceutical usage. We formed strategic
alliances in the UK and Germany which will provide us with a
great advantage during FY 2009-10.

Finished dosage facilities

Careful analysis of the Indian pharma distribution channels
reveal that contribution of sales through retailers to total
domestic sales is about 85%, while that of dispensing doctors
and NGOs is about 2-3%, while 12-13% of the sales are
estimated to occur through hospitals 20.

NLL’s branded generics division was created to cater to this
growing market with a range of branded generics. This division
is now a year old and has come a long way in terms of brand
launches and revenue generations. NLL expects this division will
hugely flair by the next fiscal year and will easily cross the
Rs. 500-mn topline.

The highlights of this business are as under:

» The Indian domestic formulation market grew at about 1.6
times the Indian economic growth. Domestic drug consumption
grew at a 13.3% CAGR. NLL captured the core of this value-
surge, emerging as a well known toll manufacturer, providing
high standard quality medicines and services to the
pharmaceutical industry, through long-lasting cooperation with
Indian pharma majors.

» The FDF facility successfully cleared WHO GMP audit, enabling
easy exports. As a strategy towards market penetration, NLL
planning to file 100 odd dossiers to register, gaining marketing
authorisation in more than 15 countries.

» NLL bagged a major manufacturing contract from an Indian
pharma major for its branded Cephalosporin formulation range.
NLL will act as an exclusive manufacturing partner with the
pharma major and will file products for registration across the
globe. This opportunity will benefit both the pharma major and
the Company owing to NLL’s highly integrated manufacturing
operations and the pharma major’s extensive global marketing
presence.

» NLL is at an advanced stage of finalising agreement with
another Indian pharma major for global supply of finished
cephalosporin formulation. Synergies due to this tie up would
be huge as NLL has integrated pharma operations.

Captive power plant

This agro-based 6-MW captive power generation plant at
Derabassi runs on husk and can be switched over to wood chips,
saw dust and leaf cuttings, among others. NLLs power plant
team is planning to take new initiatives like “20:20 in Energy”
by which it is expected that the energy bill would be reduced by
around 20%.

Corporate quality control and Research and
Development centre

Research and Development (R & D) is the backbone of every
growing organisation, driving it towards innovation, project
planning and implementation. To meet R & D challenges, Nectar
established an ultra-modern R & D centre to support the API
and formulation manufacture.
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Key features of NLLs R&D are

» Ever improving production processes being developed to
obtain better yield and quality parameters

) State-of-the-art facility with requisite instruments
» Strong process development R & D capabilities

» Qualified scientists which includes PhDs and post graduates in
analytical chemistry includes patent holders in Cephalosporin
range

During the FY 2008-09 key achievement of R & D were

. Development of new non-infringing processes for
. Cefuroxime Axetil

. Cefixime Trihydrate

. Cefpodoxime Proxetil

. Cefixime intermediates

. Oxacephem intermediate

. Ceftriaxone sodium

o 0~ WDN P>

B. Filing new patents for Ceftriaxone Sodium, GVNE, Cefixime
Trihydrate, Cefuroxime Sodium and Cefpodoxime Proxetil.
Overall, R & D filed seven patents during the last financial year.

Since R & D activities are done on a regular basis, more
improvements and reduction in production cost would follow
with the passage of time.

Contract manufacturing

Our manufacturing plants can produce a wide range of
products through a synergy of processes. Our versatile
manufacturing setup, which can be upgraded through minimal
investment, helps the Company respond to changing customer
demands, ensuring a profitable relationship for both the
Company and customers who do not have to spend on
manufacturing. Consequently, today, we provide contract
manufacturing services to some of the India's leading
pharmaceutical companies. Our R & D focus on process
improvements, lowering manufacturing costs and improving
process reengineering capabilities enabled us to undertake large
and complex manufacturing contracts.

Internal control systems and their adequacy
The Company introduced prescribed procedures in all the
important functions affecting the daily operations of the
business. In order to avoid duplication, many of the activities
are designed to meet the GMP/FDA/ISO/management’s or any
other statutory requirements. The top management of the
Company continuously monitors compliance with the
procedures and introduces new systems from time to time,
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wherever necessary. The Company inter-linked its various
departments in such a way so that any discrepancy can be found
promptly. The highlights of the internal control weaknesses and
internal audit reports are placed before each Audit Committee
meeting along with the recommendations and responses of the
management. The members of the Board deliberate and advise
the management on improvements/compliance. Apart from
above, the statutory auditors also present their concerns to the
members for improvements or developments.

Discussion on financial performance with
respect to operational performance

Financial results (Rs. in mn)
31st March ~ 31st March
2009 2008
Sales and other income 7,860.43 7,874.44
Profit before interest and 1,455.62 1,386.22
depreciation
Interest 496.06 275.62
Depreciation 301.89 193.43
Profit before tax 657.67 917.16
Provision for tax 74.49 104.38
Provision for deferred tax 98.05 81.96
Provision for FBT 2.30 1.58
Income tax relating to (1.66) (3.41)
earlier years
MAT credit entitlement (61.29) (104.38)
Profit after tax available 545.78 837.03
for appropriation
Appropriations
Proposed final dividend 10% (P/Y 40%) 15.23 60.90
Tax on proposed dividend 2.59 10.35
Transfer to general reserve - 85.00
Balance c/f to balance sheet 527.96 680.77

Operations

During 2008-09, your Company achieved sales turnover and
other income of Rs. 7,860.43 mn. Despite the global meltdown
the Company, on a consolidated basis, managed the same
topline as that of previous financial years. Major reason of level



pegging topline in FY 2008-09 Vs FY 2007-08 was due to
Menthol which was on account of shift in our strategic focus like
emphasis on value added products & discontinuance of China as
our focus market. We presume result of this strategic shift will
accrue in next FY 2009-10 bottom-line immensely.

Material developments in human
resources/industrial relations front,
including number of people employed

At Nectar Lifesciences we believe in maintaining a healthy and
supportive work environment where employees can realise their
potential to the fullest. Nectar Lifesciences’ approximate pool
of employees is 1,000 from different backgrounds. This fact is
strongly supported by the following key elements:

» Talent management at Nectar: Talent management
describes the process through which employers of all kinds —
firms, governments and non-profits — anticipate their human
capital needs and set about meeting them. It involves getting
the right people with the right skills into the right jobs. We at
Nectar, ensure that we employ the best. It is necessary to define
the role before the hiring is done. Keeping this in mind, we have
well defined job responsibilities, in hand, for better clarity of
role. Failures in talent management may be more recognisable
than the concept itself: Too many employees, leading to layoffs
and restructurings on the one hand and not enough talent,
leading to talent crunches on the other. We recognise the
importance of this fact and thereby have manpower budgets in
place, so that we don’t hire, when it’s really not required.

» Open door policy: We at Nectar believe in the open door
policy, whereby the management is flexible, taking suggestions
from employees on various business issues. The employees are
entitled to hold open discussions with key elements, promoting
healthy and supportive culture in the organisation. Different
policies have been formulated and implemented in order to
ensure system transparency. Superiors are not just ‘bosses’ at
Nectar, but ‘mentors’. The subordinates are treated with respect
and equality.

» Well defined hierarchy: At Nectar, we believe in having a
simple well-defined structure in order to reduce the ambiguities.
We have a well-defined organisational structure at all locations.
The system provides a clear pathway to the subordinates
regarding their reporting, as well as their pathway to higher
roles.

» Fewer crossovers: The organisational structure provides
minimum crossovers. The management allows the flexibility for
discussions and positive criticism. Employees are at liberty to

approach the management for any issues faced in critical tasks.

» Flexibility in project work: Employees at Nectar have the
freedom to introduce innovative ideas and suggestions for
system improvement. The management is supportive and quite
flexible, welcoming anything good for the organisation. This
approach allows more flexibility in project implementation.

» Employee relations: Employee relations involve the body of
work concerned with maintaining employer-employee
relationships that contribute to satisfactory productivity,
motivation and morale. Following are some of the activities
planned for strengthening employee relations at Nectar
Lifesciences:

» Annual day programme

» Birthday celebration

» Visit of family members to plant location
» Celebration of festivals

» Tour programme to hill station

» Showing motivating movies to employees

» Cricket matches between all locations and with outside
companies

» Facilities at Nectar: We believe in making our employees
comfortable to the maximum. Following are some of the
facilities provided at Nectar:

a) Canteen facility at plant at nominal rate:
We aim to make the work atmosphere more homely by
providing a hygienic environment and food for our employees.

b) Transportation facilities for employees:

We have our own buses transporting employees from different
locations to the workplace, making it easier and convenient for
them.

¢) Salary advance facility to workers:
We aim to provide salary advance facility to workers, in case of
exigency.

d) Winter uniform for workers:
We provide a winter uniform to our workers.

Corporate social responsibility: An essential component of
our corporate social responsibility is to care for the community.
We endeavour to contribute towards the development of
underprivileged communities by supporting a wide range of
socio-economic, educational and health initiatives. We intend
to conduct the following activities in the near future:

» Conduct regular blood donation camps
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» Donate school uniforms, school shoes and stationery along
with educational CDs to underprivileged children

» Donate books for their library as part of the "books donation
drive"

» Organise eye camps for the underprivileged

» Provide sewing machines for financially weak women
» Construct boundary wall for government schools

» Provide a weekly free meal for school children

» Organise campaigns to spread HIV/STD awareness

» Arrange for free dental check up

We have already initiated these activities, organised a blood
donation camp on 12th June 2008. The camp received an
enthusiastic response and a record of 123 people from the
management, staff and workers donated blood.

Retaining talent: We believe in retaining our employees to
the best possible. Formal ‘exit interviews’ are carried out for the
employees leaving the organization, for better analysis of
attrition. Moreover, we are trying to engage our employees to
the maximum, so that the work environment is conducive. More
of such practices are being thought of for retaining our
employees. Due recognition is given to the employees having
served long in our organisation. All such measures help us for
retaining our valuable assets. The programs emphasised earlier
under ‘Employee Relations’ will serve as key change in
strengthening the bond between the employees and the
employers. Also by having the well defined job descriptions, in
place, we have clarity among the employees regarding the role;
he/she is supposed to play in the organisation. Hence by
focusing on such measures, we will surely be able to engage
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our employees and help in controlling the attrition as well as
retaining talent.

Risks, concerns and threats
“At Neclife, risk management helps
transform business uncertainties into growth opportunities.”

institutionalised

What is risk?

Risk, in our case, is a tangible business reality that can have a
material impact on our performance and prospects. Our
response to this reality determines our growth.

What is risk management?
As a responsible corporate, we endeavour to minimise risks and
maximise returns.

What we are doing to derisk our business?

Nectar’s integrated risk management framework comprises
prudential norms, structured reporting and control, ensuring
that the risk management discipline is centrally initiated by the
senior management but is prudently decentralised across the
organisation, percolating to managers at various organisational
levels, enabling risk mitigation at the transactional level.

From the various available options only those business decisions
are taken that balance risk and reward, ensuring that the
revenue-generating initiatives are consistent with the risks taken.
This risk management approach conforms to the Company’s
strategic direction and is consistent with the shareholders’
desired total returns, the Company’s credit rating and its risk
appetite.



1 External risks

A slowdown in the Company’s business verticals could hamper growth.

Neclife’s mitigation strategy

Pharmaceuticals

» The Company is present in the cephalosporin space which is
among the top 10 therapeutic sections of the pharmaceutical
industry. It also addresses prospects within the anti-infectives
section, the largest (30%) section within the cephalosporin
space.

» Cephalosporin is the fastest growing category within India’s
antibiotic section, recording a 15% CAGR over five years

) Erratic climatic conditions and global warming are driving the

demand for these products in emerging countries

Phytochemicals
» The Company is the major domestic organised menthol player
with a major global market share.

» FMCG offtake — which drives menthol offtake — is driven by
growing urbanisation, increasing nuclear families and rising
disposable incomes; these broad trends are expected to sustain

» Menthol demand is expected to grow at 20-25% over coming
years

Enhanced competition could depreciate the Company’s profitability.

Neclife’s mitigation strategy

Pharmaceuticals

» Neclife enhanced its presence in the complex cephalosporin
section, a largely under-populated industry space.

» The Company emerged as a one-stop cephalosporin solution
provider through a presence across the entire pharmaceutical
value chain (intermediates, APIs and FDFs).

» Its competence in oral and sterile dosage forms made it a
preferred partner among large Indian and global pharmaceutical
customers.

Phytochemicals
» Neclife was the first Indian pharmaceutical company to venture
into the high growth complex phytochemical section.

» The Company’s superior quality translated into a dominant
presence in developed and developing economies.

An excessive dependence on a single revenue stream (APIs) could jeopardise growth in the

event of price volatility.

Neclife’s mitigation strategy

Pharmaceuticals

> Neclife focused on niche third and fourth generation
cephalosporins marked by minimal volatility

» The Company graduated up the value chain into formulations
and CRAMs

Phytochemicals
» Neclife is the only organised player in this business, dictating
broad trends

» The Company’s products enjoy a ready market in India and
abroad, countering unorganised competition

Others
» Neclife entered into the EHGC business and generic
formulation business, marked by steady returns
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2 Operational risks

An inconsistent supply of key inputs could affect growth and brand.

Neclife’s mitigation strategy

Pharmaceuticals

» Neclife is the largest consumer of raw materials 7-ACA and
GCLE, key cephalosporin inputs, strengthening its negotiation
power with suppliers

) It enjoys long-term contracts with multiple global suppliers for
key raw materials

Phytochemicals

» Neclife purchases and stores its entire annual requirement of
mentha oil which is the key raw material for menthol
manufacture; being the largest buyer of this agro-product it
enjoys a strong procurement power

An inefficient asset base could impact quality consistency and competitiveness, leading to

customer attrition.

Neclife’s mitigation strategy

Pharmaceuticals

» Neclife’s facilities are compliant with US-FDA standards and
were certified by WHO-GMP, ensuring global quality standards.

» It is one of the few Indian companies to possess lyophilisation
and crystallisation facilities, ensuring a high product
performance.

Phytochemicals

» Neclife invested in a state-of-the-art facility, emerging as the
only global corporate to conform to GMP, ISO 9000, Kosher
and Halaal certifications.

» The Company replicated pharma value-orientation in its
processes and systems to manufacture globally benchmarked
products approved by the US and the EU

The Company’s research may not translate into enhanced profits.

Neclife’s mitigation strategy
» Neclife invested in creating a state-of-the-art research unit with
strong process development capabilities.

» The unit is manned by more than 50 highly qualified research

scientists, some of whom are patent holders in the

cephalosporin section.

A nominal presence in high-growth regulated markets could impact prospects.

Neclife’s mitigation strategy

Pharmaceuticals

» Neclife commissioned manufacturing facilities as per US-FDA
and GMP guidelines; approvals for its key facilities are expected
in 2009-10.

» The Company filed DMFs which will facilitate its entry into the
quality conscious US markets. Its robust DMF and ANDA pipeline

is expected to strengthen regulated market footprint in the next
two years.

Phytochemicals
» Neclife’s menthol products were accepted in regulated and
semi-regulated markets.
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3 Corporate risks

Lack of intellectual capital could impede growth, especially as this business is typically

driven by intellectual capital.

Neclife’s mitigation strategy
» Growth oriented performance allows people to grow with the
Company and ensure longevity in the service

» Multi-product locational business model attracts good
manpower

» Training and performance management is an inherent part of
our working

An increase in people and raw material costs could impact profitability.

Neclife’s mitigation strategy
» Neclife is climbing the value chain from APIs to formulations,
strengthening profitability

» The Company entered the EHGC business, promising sustained

income and healthy margins.
» It ventured into the CRAMs vertical, promising robust margins

» Its phytochemical products enjoy a premium in India

4 Forex hedging

Currency exchange rates could undergo change with the Indian rupee gaining strength.

This could reduce earnings.

Neclife’s mitigation strategy
The dollar-rupee fluctuation could impact earnings. This is being
mitigated by the following actions:

» NLL has both exports and imports. All netting up of both the
left portion is hedged. Hedging of the dollar is likely to minimise
the adverse impact of rupee variation. Need-based forward
cover has been taken on a selective basis.

» NLL is in the business of manufacturing and marketing APIs
and formulations and will always make an effort to mitigate the
temporary shading of profits.

Place: Chandigarh
Date: 30th June 2009

For and on behalf of the Board of Directors
of Nectar Lifesciences Limited

/—"’\(/

Sanjiv Goyal
Chairman & Managing Director
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To
The Members
M/S. NECTAR LIFESCIENCES LIMITED

We have audited the attached Balance sheet of M/S. NECTAR
LIFESCIENCES LIMITED as at 31st March, 2009 and also the
Profit and Loss Account and cash flow statement for the year
ended on that date annexed thereto. These financial
statements are the responsibility of the Company’s
management. Our responsibility is to express an opinion on
these financial statements based on our audit.

1. We conducted our audit in accordance with Auditing
Standards generally accepted in India. Those Standards
require that we plan and perform the audit to obtain
reasonable assurance about whether the financial
statements are free of material misstatement. An audit
includes examining, on a test basis, evidence supporting
the amounts and disclosures in the financial statements. An
audit also includes assessing the accounting principles used
and significant estimates made by management, as well as
evaluating the overall financial statement presentation. We
believe that our audit provides a reasonable basis for our
opinion

2. As required by the Companies (Auditors' Report) Order,
2003 issued by the Ministry of Corporate Affairs in terms of
Section 227 (4A) of the Companies Act, 1956 we enclose in
the annexure A statement on the matters specified in
paragraph 4 & 5 of said order:

3. Further to our comments in the annexure referred to in
paragraph (1) above, we report that: -
a) We have obtained all the information and explanation
which to the best of our knowledge and belief were
necessary for the purpose 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 the books.

d)

€)

f)

The Balance sheet and Profit and Loss Account dealt
with by this report are in agreement with the books of
accounts.

In our opinion, the balance sheet and the profit and loss
account comply with the Accounting Standards
referred to in sub section (3C) of section 211 of the
companies Act, 1956, subject to Notes on Accounts
forming part of Balance Sheet.

As per information and explanation given to us, none of
the directors of the company is disqualified from being
appointed as a Director in terms of clause (g) of
subsection (1) of section 274 of the Companies Act,
1956.

In our opinion and to the best of our information and
according to the explanations given to us, the said
accounts give the information required by the
Companies Act, 1956, in the manner so required and
give a true and fair view.

i) In the case of the Balance Sheet of the State of
affairs of the company as at 31st March, 2009 and

i) In the case of the Profit and Loss account, of Profit
of the company for the year ended on that date.

iii) In case of cash flow statement, of the cash flows for
the year ended on that date.

For Datta Singla & Co.
Chartered Accountants

Yogesh Monga

Place: Chandigarh Partner
Date: 30.06.2009 Membership No. 99813
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NECTAR LIFESCIENCES LIMITED

Annexure A referred to in paragraph 2 of our report of the Auditors to the members of M/s. Nectar Lifesciences Limited
on the Accounts for the year ended 31st March 2009.

1

5

(@) The company is maintaining proper records showing
full particulars including quantitative details and
situation of fixed assets.

(b) As explained to us, the fixed assets have been
physically verified by the management at the
reasonable intervals during the year under review and
no material discrepancies were noticed in the said
verification.

(c) During the year, the company has not disposed off
substantial part of the fixed assets.

(a) Physical verification of inventory has been conducted
by the management during the year and in our
opinion, the frequency of verification was reasonable.

(b) In our opinion, the procedures of physical verification
of inventory followed by the management are
adequate in relation to the size of the company and
the nature of its business.

(c) On the basis of our examination of the inventory
records, in our opinion, the company is maintaining
proper records of inventory. As explained to us, the
discrepancies noticed on physical verification between
the physical stocks and the books records were not
material and have been properly dealt in the books of
accounts.

(@) The company has not granted any loans, secured or
unsecured to Companies, Firms and other Parties
Listed in the register maintained under Section 301 of
the Companies Act 1956.

(b) The company has not taken any loans, secured or
unsecured from Companies, Firms and other Parties
Listed in the register maintained under Section 301 of
the Companies Act 1956.

In our opinion and according to the information and
explanations given to us, there are adequate internal
control procedures commensurate with the size of the
company and the nature of its business with regard to the
purchase of stores, raw materials including the plant &
machinery, vehicles, equipment and other assets and for
the sale of goods and services. Further, on the basis of our
examination of the books and records of the company,
and according to the information and explanations given
to us, we have neither come across nor have been
informed of any continuing failure to correct major
weaknesses in the aforesaid internal control system.

(@) In our opinion and according to the information and
explanation given to us, the particulars of contracts or

Nectar Lifesciences Limited

arrangements referred to in Section 301 of the
Companies Act, 1956 have been entered in the
register required to be maintained under that section.

(b) In our opinion and according to the information and
explanation given to us, the transactions made in
pursuance of contracts and arrangements referred to
in point (a) above and exceeding the value of Rs.5 lakh
with any party during the year, have been made at
prices which are reasonable having regard to the
prevailing market prices at the relevant time except for
the purchases of certain items of inventories which are
for Company’s specialized requirements and similarly
for sale of certain goods for the specialized
requirements of the buyers and for which suitable
alternative sources are not available to obtain
comparable quotations. However, on the basis of
information and explanations provided, the same
appear reasonable.

In our opinion and according to the information and
explanations given to us, the company has not invited any
deposits from public attracting the provisions of sections
58A and 58AA or any other relevant provisions 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 an internal
audit system commensurate with the size and nature of its
business.

We have broadly reviewed books of accounts maintained
by the Company, pursuant to the rules made by the
Central Government for the maintenance of cost records
U/s 209(1) (d) 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 not,
however, made a detailed examination of the records with
a view to determine whether they are accurate or
complete.

(@) According to the information and explanations given
to us and the records of the Company examined by us,
in our opinion, the Company is generally regular in
depositing the undisputed statutory dues including
provident fund, investor education and protection
fund, employees state insurance, income-tax, sales-
tax, wealth tax, customs duty, service tax, excise duty,
cess and other material statutory dues as applicable
with the appropriate authorities in India.



(b) According to the information and explanation given
to us and records of the company examined by us,
there are no dues of Service Tax, Wealth Tax, Sales Tax,
Customs duty and excise duty, which are outstanding
as at 31st March, 2009, which have not been
deposited on account of any dispute. The particulars
of dues of income tax as at 31st March, 2009 which
have not been deposited on account of a dispute are

as follows: -
Statute Nature of | Amount | Period to Forum where
the Dues | Rs.in which the dispute is
Millions. | amount relates | pending

Income Tax | Income Tax | 3.73 Assessment Income Tax Appellate

Act, 1961 Year 2001-02 | Tribunal, Delhi

Income Tax | Income Tax | 0.03 Assessment Commissioner of

Act, 1961 Year 2003-04 | Income Tax Appeal,
Delhi

Income Tax | Income Tax | 2.23 Assessment Income Tax Appellate

Act, 1961 Year 2004-05 | Tribunal, Delhi

Income Tax | Income Tax | 2.34 Assessment Commissioner of

Act, 1961 Year 2001-02 | Income Tax Appeal,
Delhi

Income Tax | Income Tax | 1.84 Assessment Income Tax Appellate

Act, 1961 Year 2003-04 | Tribunal, Delhi

Income Tax | Income Tax | 20.62 | Assessment Commissioner of

Act, 1961 Year 2005-06 | Income Tax Appeal,
Delhi

Income Tax | Income Tax | 0.10 Assessment Commissioner of

Act, 1961 Year 2005-06 | Income Tax Appeal,
Delhi

10 The company has no accumulated losses as at the March

11

12

13

31, 2009 and it has not incurred cash losses during the
financial year ended on that date or in the immediately
preceding financial year.

According to the records of the company examined by us
and the information and explanations given to us, the
company has not defaulted in repayment of dues to any
financial institution or bank or debenture holders as at the
balance sheet date.

The company has not granted any loans and advances on
the basis of security by way of pledge of shares,
debentures and other securities.

The company is not a chit fund or a nidhi or a mutual
benefit fund/society. Therefore the provisions of clause
4(xiii) of the Companies (Auditor’s Report) Order 2003 are
not applicable to the company.

14

15

16

17

18

19

20

21

In our opinion and according to the information and
explanations given to us the company is not dealing or
trading in shares, securities, debentures and other
investments. Accordingly the provisions of clause 4(xiv) of
the companies (Auditor’s Report) Order 2003 are not
applicable to the company.

In our opinion and according to the information and
explanations given to us, the company has not given any
guarantee for loans taken by others from banks or
financial institutions during the year.

In our opinion and according to the information and
explanations given to us, on an overall basis, the term
loans have been applied for the purposes for which they
were obtained.

According to the information and explanation given to us
and based on overall examination of the balance sheet and
cash flow statement of the Company, we report that no
funds raised on short-term basis have been used for long
term investment other than temporary deployment
pending application.

During the year the company has not made any
preferential allotment of shares to parties, firms and
companies covered in the register maintained under
section 301 of the Companies Act, 1956.

The company has not issued any debentures during the
year and there are no debentures outstanding as at the
year end.

The company has not raised any money by public issues
during the year.

During the course of our examination of the books and
records of the Company, carried out in accordance with
the generally accepted auditing practices in India, and
according to the information and explanations given to us,
we have neither come across any instance of fraud on or
by the Company, noticed or reported during the year, nor
have we been informed of such case by the management.

For Datta Singla & Co.
Chartered Accountants

Yogesh Monga

Place: Chandigarh
Date: 30.06.2009

Partner
Membership No. 99813
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NECTAR LIFESCIENCES LIMITED

BALANCE SHEET as at March 31, 2009

(Rupees in Million)

Particulars Schedule March 31, 2009 March 31, 2008
I SOURCES OF FUNDS
1. Share Holder's Funds
Share Capital | 152.26 152.26
Reserves & Surplus Il 2,879.00 3,031.26 2,679.29 2,831.55
2. Loan Funds
Secured Loans I 5,022.33 3,423.97
Unsecured Loans v 2,021.13 7,043.45 1,424.39 4,848.37
3. Deffered Tax Liabilities V 401.84 303.78
10,476.55 7,983.70
Il APPLICATION OF FUNDS
1. Fixed Assets
Gross Block \ 6,144.40 4,202.71
Less : Depreciation 883.72 586.86
Net Block 5,260.68 3,615.85
Capital Work in Progress 740.30 576.35
Investments Vil 56.16 49.76
3. Current Assets, Loans & Advances
Inventories Vil 3,496.20 1,996.75
Sundry Debtors IX 1,672.56 1,595.16
Cash & Bank Balances X 346.55 260.10
Loans & Advances Xl 1,324.88 1,417.36
6,840.20 5,269.36
Less : Current Liabilities & Provisions Xl 2,424.16 1,533.50
Net Current Assets 4,416.04 3,735.87
4. Miscellaneous Expenditure Xl 3.36 5.88
(To the extent not written off or adjusted)
10,476.55 7,983.70
Notes on Accounts XXII
The Schedules referred to above form an integral part of the Balance Sheet
Auditors’ Report
In terms of our separate report of even date annexed
For Datta Singla & Co. For Nectar Lifesciences Limited
Chartered Accountants
Yogesh Monga Sanjiv Goyal Aryan Goyal Dinesh Dua

Partner
Membership No. 99813

Place: Chandigarh
Date: 30.06.2009
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Chairman & Managing Director

R. K. Aggarwal
V.P. Accounts

Executive Director

Sandeep Goel
V.P. Finance

CEO & Director

Sunder Lal

Company Secretary



For the year ended March 31, 2009

(Rupees in Million)

Particulars Schedule March 31, 2009 March 31, 2008
Sales 7,799.77 7,744.99
Less : Excise Duty 520.09 385.53
7,279.68 7,359.46
Other income XV 60.66 129.45
Increase in Finished Goods 73.42 (95.27)
7,413.76 7,393.64
Raw Material Consumed XV 4,933.28 5,250.30
Manufacturing Expenses XVI 334.94 275.07
Personnel Expenses XVII 277.25 189.07
Administrative Expenses XVl 160.14 103.14
Financial Expenses XIX 496.06 275.62
Repair & Maintenance XX 36.00 28.17
Selling & Distribution Expenses XXI 216.46 161.60
Depreciation 301.89 193.43
Preliminary Expenses Written Off 0.08 0.08
6,756.09 6,476.49
Profit before Tax 657.67 917.16
Provision For Tax
- Current Tax 74.49 104.38
- Fringe Benefit Tax 2.30 1.58
- Deffered Tax 98.05 81.96
- Previous Year Adjustments (1.67) (3.41)
- Mat Credit Entitlement (61.29) 111.89 (104.38) 80.13
Profit after Tax 545.78 837.03
Balance As Per Last Balance Sheet 1,817.47 1,136.70
Amount available for Appropriation 2,363.26 1,973.73
Appropriations
Proposed Dividend on Equity Shares 15.23 60.90
Tax on Dividend 2.59 10.35
Transfer to General Reserve - 85.00
Surplus Carried Forward 2,345.44 1,817.47
2,363.26 1,973.73
Earnings Per Share (Equity shares of Re.1/- each fully paid up)
Basic (Rs.) 3.57 5.57
Diluted (Rs.) 2.60 4.00

The Schedules referred to above form an integral part of the Profit and Loss Account
Auditors’ Report
In terms of our separate report of even date annexed

For Datta Singla & Co. For Nectar Lifesciences Limited
Chartered Accountants

Yogesh Monga Sanjiv Goyal Aryan Goyal Dinesh Dua
Partner Chairman & Managing Director Executive Director CEO & Director
Membership No. 99813

Place: Chandigarh R. K. Aggarwal Sandeep Goel Sunder Lal
Date: 30.06.2009 V.P. Accounts V.P. Finance Company Secretary
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NECTAR LIFESCIENCES LIMITED

SCHEDULE FORMING PART OF ACCOUNTS as at March 31, 2009

(Rupees in Million)

Particulars March 31,  March 31,
2009 2008
O [omeeopra |
Authorised Share Capital
35,00,00,000 (3,50,00,000) Equity Shares of Rs. 1/-(Rs. 10/-) each. 350.00 350.00
Issued, Subscribed & Paid Up Capital
*15,22,60,970 (1,52,26,097) Equity Shares of Rs. 1/- (Rs.10/-) each Fully Paid up 152.26 152.26
152.26 152.26

*During the year, the equity shares of the company got subdivided from Rs.10/- each into 10 equity shares of Re.1 each.

| Il | RESERVES & SURPLUS

Profit & Loss Account
Opening Balance 1,817.47 1,136.70
Transferred From Profit & Loss Account 527.97 680.77

(A) 2,345.44 1,817.47

Security Premium Account

Opening Balance 719.82 741.16
Add : Premium On Conversion of FCCB - 85.95
Less : Adjustment of Exchange Fluctuation ( FCCB ) of financial year 2007-08 100.98 -
Less : Provision for Premium on Redemption of FCCB 227.28 107.29
(B) 391.55 719.82
General Reserve
Opening Balance 142.00 57.00
Add : Transfer during the year - 85.00
© 142.00 142.00

(A+B+C)  2,879.00  2,679.29

| 1l | SECURED LOANS

Term Loan 1,986.53 1,095.92
Working Capital Limits 3,035.79 2,328.05
5,022.33 3,423.97

UNSECURED LOANS

From Directors - -

Inter Corporate Deposits 350.00 100.76
From Others
Foreign Currency Convertible Bonds (FCCB) 1,671.13 1,323.63

2,021.13 1,424.39

Note: Amount due within one year Rs.350.00 millions (Previous Year Rs.100.76 millions)
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SCHEDULE FORMING PART OF ACCOUNTS Aas at March 31, 2009

(Rupees in Million)

Particulars March 31, March 31,
2009 2008
Deffered Tax Liabilities Arising on Account of Depreciation 1,220.26 911.56
Total A 1,220.26 911.56
Deffered Tax Assets Arising on Account of Provision For :
Retirement Benefits 20.26 11.16
Doubtful Debts 17.78 6.65
Total B 38.03 17.81
Net Deffered Tax Liability (A-B) 1,182.23 893.74
Tax Impact 401.84 303.78

FIXED ASSETS

PARTICULARS GROSS BLOCK DEPRECIATION NET BLOCK
As at | Additions**| Sale/ * Total cost Upto | During the | Adjustments** Upto As at As at
01.04.2008 Trf. as at | 31.03.2008 Year 31.03.2009 ' 31.03.2009 31.03.2008
31.03.2009
Freehold Land &
Site Development 358.02 732.79| 86.56 1,004.25 - - - - 1,004.25 358.02
Leasehold Land 3.27 - - 3.27 0.04 0.02 - 0.06 3.21 3.23
Buildings 843.02 245.12| 30.94 1,057.20 39.64 29.78 - 69.42 987.78 803.38
Tube Well 4.79 2.26 - 7.05 0.35 0.16 - 0.52 6.53 4.43
Plant & Machinery 2,041.83 889.94| 71.35 2,860.42 373.06 200.30 4.99 568.37 2,292.06 1,668.77
Plant & Machinery R & D 441.80 139.18 - 580.98 73.20 20.99 - 94.19 486.79 368.60
Boiler 2.40 (0.00) - 2.40 0.89 0.07 - 0.96 1.44 1.51
Pollution Control
Equipment 75.15 - - 75.15 13.43 3.57 - 17.00 58.15 61.72
Laboratory 58.21 5.74 0.08 63.88 5.43 2.89 - 8.33 55155) 52.78
Miscellaneous Fixed Assets 286.62 93.79 3.85 376.56 63.38 35.71 - 99.09 277.47 223.24
Furniture & Fixture 40.75 13.72 0.22 54.25 3.71 2.94 - 6.65 47.60 37.04
Motor Vehicles 34.87 9.32 0.86 43.32 9.31 3.63 0.04 12.90 30.43 25.56
Computer 11.99 3.71 0.01 15.68 4.42 1.83 - 6.25 9.44 7.57
Total 4,202.71 2,135.57 | 193.88 6,144.40 586.86 301.89 5.03 883.72 5,260.68 3,615.85
Previous Year 2,162.98 2,134.03| 94.29 4,202.71 431.67 193.43 38.24 586.86 3,615.85 1,731.31

* Sales/ Trf. includes Rs. 6.00 millions capital investment subsidy in Baddi,sale of land 86.10 million & Vehicle .80 million and adjustment on account of foreign

exchange fluctuations on Foreign Currency Convertible Bonds amounting to Rs.100.98 millions related to previous year.

** Additions includes foreign exhchange fluctuation on Foreign Currency Convertible Bonds amounting to Rs.347.50 millions, being capitalised in the current financial

year.
(Rupees in Million)
Particulars March 31,  March 31,
2009 2008
A. Non Trade & Quoted
1600 (1600) Equity Shares of Rs. 10/- each 0.04 0.04
Issued at a Premium of Rs. 14/- each, Fully Paid Up in Vijaya Bank.
1271 (1271) Equity Shares of Rs. 10/- each 0.06 0.06
Issued at a Premium of Rs. 35/- each, Fully Paid Up in Yes Bank Ltd.
PNB - Principal Mutual Fund Account 0.70 1.50
31000 (4500) Equity Shares of Rs. 10/- each Fully Paid Up in Aurobindo Pharma Ltd. 5.89 1.31
2350 (2350) Equity Shares of Rs. 10/- each Fully Paid Up in Parsavnath Developers Ltd. 0.09 0.49
12267 (-) Equity Shares of Rs. 10/- each Fully Paid Up in Punjab Alkalies Ltd 0.22 -
13987 (-) Equity Shares of Rs. 10/- each Fully Paid Up in Ranbaxy Ltd 2.32 -
Total (A) 9.30 3.40
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NECTAR LIFESCIENCES LIMITED

SCHEDULE FORMING PART OF ACCOUNTS as at March 31, 2009

(Rupees in Million)

Particulars March 31, March 31,
2009 2008
Vi
B. Trade & Unquoted
96,14,165 (96,14,165) Equity Shares of SLR 10/- each 46.36 46.36
Issued at par Fully Paid Up in Chempharma Pvt. Ltd.- Sri Lanka
Total (B) 46.36 46.36
C. Non Trade & Unquoted
20 Equity Shares of Rs. 50 each in The Thane Janta Sahakari Bank Ltd 0.00 -
50000 Equity Shares Of Rs. 10/ each Fully Paid in M/s Nimbua Greenfield (Punjab) Ltd. 0.50 -
Total (C) 0.50 -
Total (A+C) 56.16 49.76

(Market value for quoted investments is Rs. 9.30 millions (Previous year Rs.3.85 millions)

VIII | INVENTORIES

(As Certified by the Management)

Raw Material * 416.59 334.54
Other Miscellaneous Stocks 126.36 57.89
Work In Progress 2,718.78 1,443.26
Finished Goods * 234.48 161.05

3,496.20 1,996.75

* Includes material with 3rd parties and stock in transit.

SUNDRY DEBTORS

Outstanding For a Period

Less Than Six Months (Unsecured )
Considered Good 1,582.66 1,461.26
Considered Doubtful - -

Outstanding For A Period

Exceeding Six Months (Unsecured )

Considered Good 89.90 133.90
Considered Doubtful 17.78 6.65
1,690.34 1,601.81

Less: Provision For Doubtful Debts 17.78 6.65

1,672.56 1,595.16

CASH & BANK BALANCES

Cash in Hand 373 6.04

Balance with Scheduled Banks

In Current Account 61.69 28.36

In unclaimed dividend accounts & Share Application money account 0.71 0.63

Fixed Deposits 277.89 217.57

Interest Accrued On FDR 2.53 7.49
346.55 260.10
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SCHEDULE FORMING PART OF ACCOUNTS Aas at March 31, 2009

(Rupees in Million)

Particulars

March 31, 2009

LOANS & ADVANCES

Advances Recoverable in Cash or in Kind or for value to be Received *
Security Deposits
Excise Duty Balances

Less: Provision for Doubtful Advances

March 31, 2008
1,035.38 1,080.17
10.84 10.60
295.04 326.59
1,341.26 | 1,417.36
16.38 -
1,324.88 1,417.36

*Includes due from subsidiary company Rs 8.30 Million (Previous Year-Rs. 5.53 Million) and includes amount of advance towards

share application money pending allotment Rs.114.83 millions.

X1l | CURRENT LIABILITIES & PROVISIONS

Current Liabilities
Sundry Creditors *
Due to micro and small enterprises
Due to others
Advances From Customers
Other Liabilities
Provisions
Proposed Dividend
Provision For Income Tax (Net of Advance Tax & TDS)
Provision For Fringe Benefit Tax (Net of Advance Tax)
Provision For Excise Duty On Finished Goods
Provision For Gratuity
Provision for Redemption Premium on FCCB

2.93 0.13
1,797.57 1,108.90
10.19 4.69
73.19 33.20
15.23 60.90
42.59 69.93
2.30 0.38
B 16.92
20.26 11.16
454.56 227.28
2,424.16 1,533.50

* Includes Rs 47.20 Million (Previous year Rs. 40.876 Million) Payable to Subsidiary Company

Xl | MISCELLANEOUS EXPENDITURE

(To the extent not written off or adjusted)
Preliminary Expenses

Opening Balance

Add : During The Year

Less : Written Off

Deffered Revenue Expenditure
Opening Balance
Add : During The Year

Less : Written Off

0.52 0.60

0.52 0.60

0.08 0.45 0.08 0.52

5.36 7.80

5.36 7.80

2.44 291 2.44 5.36
3.36 5.88
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SCHEDULE FORMING PART OF ACCOUNTS For the year ended March 31, 2009

(Rupees in Million)

Particulars

March 31, 2009

March 31, 2008

OTHER INCOME

Interest on FDR's

Interest Received (Others)

Dividend Received (from Subsidiary Company)
Dividend From Investments

Outsourcing Income

Profit on sale of Fixed Assets

27.79
0.37
0.20

31.43
0.87

60.66

10.91
0.64
90.32
0.00
27.58

129.45

RAW MATERIAL CONSUMED

Opening Stock
Raw Materials
Work-In-Progress

Add Purchase of Raw Material

Less : Closing Stock
Raw Materials
Work-In-Progress

334.54 381.30
1,443.26 1,777.80 1,280.55 1,661.85
6,290.85 5,366.25
8,068.65 7,028.10

416.59 334.54
2,718.78 3,135.37 1,443.26 1,777.80
4,933.28 5,250.30

MANUFACTURING EXPENSES

Consumable Stores

Oil & Lubricants

Power, Fuel & Steam Expenses
Chemical Testing

56.23
3.90
269.63
5.19

334.94

36.73
2.43
234.10
1.81

275.07

PERSONNEL EXPENSES
Salaries & Wages

Payments To Directors

Staff Benefits

230.66
17.29
29.31

277.25

160.00
11.32

17.76

189.07
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SCHEDULE FORMING PART OF ACCOUNTS Fror the year ended March 31, 2009

(Rupees in Million)

Particulars March 31,  March 31,
2009 2008

Travelling & Conveyance 19.23 15.53
Advertisement & Subscription 4.49 1.59
Books & Periodicals 0.28 0.21
Business Promotion 10.00 6.11
Insurance 25.67 21.93
Electricity Expenses (Office) 1.36 0.92
Postage, Telephone, Telegram 6.52 5.89
Printing & Stationery 8.65 5.87
Professional Fees 12.52 13.21
Rate, Fees & Taxes 3.09 2.69
Vehicle Running & Maintenance 6.79 4.09
Rent 5.94 4.63
Horticulture 0.28 0.42
Audit Fees 1.50 1.50
Office Expenses 0.89 0.68
Diwali & Pooja Expenses 2.14 1.38
Donation 24.82 15.58
Director'S Sitting Fee 0.11 0.03
Loss On Investments 25.84 0.88
160.14 103.14

FINANCIAL EXPENSES

Bank Interest & Charges

496.06

275.62

496.06

275.62

REPAIR & MAINTENANCE

Electricals 1.68 1.92
Machinery 29.62 24.66
Building 4.71 1.60

36.00 28.17

SELLING & DISTRIBUTION EXPENSES

Discount / Samples

Freight & Cartage Outward

Packing Expenses

Sales Commission

Deffered Revenue Expenditure Written Off
Provision for Doubtful Debts

32.57 16.89
51.16 49.05
63.18 51.52
55.98 41.75

2.44 2.44
11.12 (0.05)
216.46 161.60
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NECTAR LIFESCIENCES LIMITED

SCHEDULE FORMING PART OF THE BALANCE SHEET AND PROFIT AND LOSS ACCOUNT

As at March 31, 2009

XXII'| NOTES TO ACCOUNTS

A. SIGNIFICANT ACCOUNTING POLICIES
Basis for preparation of financial statements

1.

i)

)
i)

iv)

The financial statements of Nectar Lifesciences Limited (“ the Company ”) have been prepared and presented to
comply with the historical cost conventions in accordance with the Indian Generally Accepted Accounting Principles
(GAAP), mandatory Accounting Standards referred to in the Companies (Accounting standards) Rule 2006 issued by
the Central Government in exercise of the power conferred under sub-section ( 1) (a) of Section 642 read with sub
section (3C) of Section 211 & sub-section (1) of Section 210 A to the extent applicable and the provisions of the
Companies Act, 1956 and on the basis of going concern.

All the Incomes & Expenditures are recognized on accrual basis.
Figures have been taken nearest to million rupees.

Previous year figures have been re-grouped and re-arranged wherever considered necessary

Fixed Assets and Depreciation

i)

i)

i)

Fixed Assets have been stated at cost net of Cenvat/Value Added Tax availed, but inclusive of attributable costs of
bringing the asset to their working condition for their intended use less depreciation and impairment loss, if any.

Depreciation on fixed assets is provided on straight-line method at the rates and in the manner prescribed in Schedule
XIV to the Companies Act, 1956.

Leasehold assets cost is amortized over the period of the lease.

Inventories

a.

Raw materials, Stores and Spares and Packing material
Lower of Cost and Net Realizable value. Cost of inventory comprises all cost of purchase and other cost incurred in
bringing the inventories to their present location and condition.

Finished Goods and work in process
Lower of cost and net realizable value. Cost includes direct material, labour and proportion of manufacturing
overheads. Cost of finished goods includes excise duty.

Foreign Exchange Transactions

a.

Initial Recognition

Investments in foreign entities are recorded at the exchange rate prevailing on the date of making the investment.
Transactions denominated in foreign currencies are recorded at the exchange rates prevailing on the date of the
transaction.

Conversion
Monetary items denominated in foreign currency are restated at the rate prevailing on the balance sheet date.

Exchange Differences

Exchange differences arising on the settlement of monetary items or on reporting company’s monetary items at rates
different from those at which they were initially recorded during the year, or reported in the previous financial
statements, are recognized as income or expense in the year in which they arise. The exchange difference on foreign
currency denominated long term borrowings relating to the acquisition of depreciable capital assets are adjusted in
the carrying cost of such assets for current year. Exchange differences pertaining to the financial year 2007-08,
previously recognized in the profit and loss account, reversed to general reserve by adjusting the carrying cost of fixed
assets.

Revenue Recognition

i)

i)

Revenue from product sales is stated exclusive of returns, inter-division transfers, sales tax and inclusive of excise duty
and inclusive of gain/loss from Commodity Trading, if any.

Dividend income is recognized as and when the right to receive is established.

iii) Export benefits are accounted for on accrual basis.
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SCHEDULE FORMING PART OF THE BALANCE SHEET AND PROFIT AND LOSS ACCOUNT

As at March 31, 2009

XXII'| NOTES TO ACCOUNTS (Contd.)

6. Employee Benefits
i)  Short Term Employee Benefits:
Employee benefits payable fully within twelve months of rendering the service are classified as short term employee
benefit and are recognized in the period in which the employee renders the related service.

ii) Post Employment Benefits (Defined Benefit Plans)
The employees gratuity scheme is a defined benefit plan. The present value of the obligation under such defined
benefit plan is determined at balance Sheet date based on an actuarial valuation carried out by an independent
actuary using the projected unit credit method. Actuarial gains and losses and past service cost are recognized
immediately in the profit and loss account.

iii) Post Employment Benefits (Defined Contribution Plans)
Contributions to the Provident Fund, which is a defined contribution scheme, is recognized as an expense in the profit
and loss account in the period in which the contribution is due.

iv) Long Term Employee Benefits
Long term employee benefit comprises of compensated absences. These are measured based on an actuarial
valuations carried out by an independent actuary using the projected unit method at balance sheet date unless they
are insignificant. Actuarial gains and losses and past service cost are recognized immediately in the profit and loss
account.

7. Miscellaneous Expenditure
i)  Preliminary expenses are written off over a period of 10 years.

ii) Deffered Revenue Expenditures are written off over a period of 5 years.

B. BALANCE SHEET
1. Secured Loans
Term Loans
I.  Term Loan of Rs. 452.17 million from Vijaya Bank is secured by way of First Pari Passu Charge with Punjab National
Bank (PNB), State Bank of India (SBI) & The Hongkong and Shanghai Banking Corporation Limited (HSBC) on all the
fixed assets of the Company and further secured by way of Second Pari Passu Charge with PNB, SBI & HSBC Bank on
all the current assets of the Company and personal guarantee of promoters namely Sh. Sanjiv Goyal & Smt. Raman
Goyal.

Il.  Term Loan of Rs. 48.98 million from PNB is secured by way of First Pari Passu Charge with Vijaya Bank, HSBC & SBI
on all the fixed assets of the Company and further secured by way of Second Pari Passu Charge with Vijaya Bank,
HSBC & SBI on all the current assets of the of Company and personal guarantee of promoters namely Sh. Sanjiv Goyal
& Smt. Raman Goyal.

Ill.  Term Loan of Rs. 513.49 million from SBI is secured by way of First Pari Passu Charge with Vijaya Bank, HSBC & PNB
on all the fixed assets of the Company and further secured by way of Second Pari Passu Charge with Vijaya Bank,
HSBC & PNB on all the current assets of the Company and personal guarantee of promoters namely Sh. Sanjiv Goyal
& Smt. Raman Goyal.

IV. Term Loan of Rs. 962.00 million from HSBC is secured by way of First Pari Passu Charge with Vijaya Bank, SBI & PNB
on all the fixed assets of the Company and further secured by way of Second Pari Passu Charge with Vijaya Bank, SBI
& PNB on all the current assets of the Company and personal guarantee of promoters namely Sh. Sanjiv Goyal & Smt.
Raman Goyal.

V. Term Loan includes Vehicle Loans amounting to Rs. 9.89 millions from various banks.

Working Capital Limits

VI. Working Capital Limits Rs. 3035.79 million (Previous Year Rs. 2328.05 million) comprises from Punjab National Bank

Rs. 1031.87 million (Previous Year Rs. 1354.06 million), from State Bank of India Rs. 1032.28 million (Previous Year
Rs. 973.99 million), from Barclays Bank Rs. 21.64 million (Previous Year Rs. Nil), from Exim Bank Rs. 900.00 million
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SCHEDULE FORMING PART OF THE BALANCE SHEET AND PROFIT AND LOSS ACCOUNT

As at March 31, 2009

XXII'| NOTES TO ACCOUNTS (Contd.)

(Previous Year Rs. Nil) and from HSBC Bank Rs. 50.00 million (Previous Year Rs. Nil) are secured by way of first pari
passu charge on all the current assets of the Company and further secured by way of Second pari passu Charge on
all the fixed assets of the Company and personal guarantee of directors namely Sh. Sanjiv Goyal and Smt. Raman
Goyal. In case of Exim Bank personal guarantee is given by Sh. Sanjiv Goyal, Smt. Raman Goyal and Shri Aryan Goyal.

Fixed Assets

A sum of Rs.139.18 Millions has been capitalized under the head Plant & Machinery (Research & Development). The
company has been regularly working on modernization and development of its existing technological system and
development of new products & processes. As such, there has been loss of capacity utilization because of the development
of new product and processes. In the opinion of management, the above process will yield benefits in the coming years
in the shape of more demand in the international market as well as better price.

Investments
i) Investments considered long term are stated at cost and current investments are stated at cost or market value

whichever is less.

i) Investments in Subsidiary Company are stated at cost.

Current Assets, Loans & Advances
In the opinion of the management of the Company, the current assets, loans and advances are approximately of the value
as stated, if realized in the ordinary course of business.

Current Liabilities

i) The principal amount remaining unpaid as at 31st March 2009 in respect of enterprises covered under the “Micro,
Small and Medium Enterprises Development Act, 2006 are Rs.2.60 millions (previous year Rs.0.13 millions). The
interest amount computed based on the provisions under Section 16 of the MSMDA Rs.0.33 millions (previous year
Nil) is remaining unpaid as of 31st March 2009. The principal amount that remained unpaid as at 31st March 2008
was paid during the year. The list of undertakings covered under MSMDA was determined by the Company on the
basis of information available with the Company and have been relied upon by the auditors.

ii) Investor Education and Protection Fund
Other liabilities include Rs 0.72 million which relates to unclaimed dividend and share application money refundable.
Out of it no amount has become due for deposit to Investor Education and Protection Fund as on balance sheet date.

Contingent Liabilities
(Rupees in Million)

Sr. No. | Particulars March 31, March 31,
2009 2008
i) Letter of Credit (Foreign / Inland) 571.58 414.33
ii) Bank Guarantees 6.78 4.77
iii) Bills Discounted 189.60 303.63

iv) Differential amount of custom duty in respect
of machinery imported under EPCG Scheme 86.61 59.12

V) Claims not acknowledged as debts:- **

- Income Tax matters 27.03 6.01

** The matters are subject to legal proceedings in the ordinary course of business. The legal proceedings, when ultimately
concluded will not, in the opinion of management, have a material effect on the results of operation or financial
position of the company.
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As at March 31, 2009

XXII'| NOTES TO ACCOUNTS (Contd.)

C. PROFIT & LOSS ACCOUNT
i) Director's Remuneration
a. Details of Remuneration to Managing Director, Whole Time Directors, and to Directors are as follows:-

Particulars (Rs. in Million)
Salaries and Allowances 14.83
Directors Fees 0.11
Commission 5.65
Perquisites 0.14
Total 20.73

b. Calculations of profit in accordance with Section 198 of the companies Act, 1956.

Particulars (Rs. in Million)
Profit Before Tax As per Profit & Loss Account 657.67
Add: Director Remuneration as above 20.73
Loss on Investments 25.84
Depreciation as per Profit & Loss Account 301.89

Total 1006.13

Less: Depreciation under Section 350 301.89
Profit on sale of Fixed Assets 0.87

Net Profit 703.37
Remuneration to Directors 20.73

ii) Payment to auditors (Rupees in Million)
Particulars 2008-09 2007-08
Statutory Audit Fee 1.25 1.25
Tax Audit Fee 0.25 0.25

iii) Sales Tax Assessments for earlier years are in progress. No sales tax liability exists as on Balance Sheet date.

iv) Income Tax
Current Tax
Provision for Income tax and fringe benefit tax has been made as per Income-tax Act, 1961.

Deffered Tax

In compliance with Accounting Standard (AS-22) relating to “Accounting on Taxes on Income” issued under Companies
(Accounting Standard) Rule, 2006, as amended up-to-date, the Company has provided Deffered Tax Liability accruing
during the year aggregating to Rs.98.05 million and it has been recognized in the Profit & Loss Account. In accordance
with clause 29 of Accounting Standard (AS 22) Deffered tax Assets and Deffered tax liabilities have been set off.

v) Traveling & Conveyance Rs 19.23 million (Rs. 15.53 million as on 31.03.2008) includes -
(Rupees in Million)

Sr. No. | Particulars March 31,  March 31,
2009 2008
@ Director
i) Foreign Traveling 4.47 271
ii) Others 1.17 2.45
(b) Staff
i) Foreign Traveling 4.56 5.32
ii) Others 9.03 5.05
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vi) A major fire occurred on 7th May, 2007 in Derabassi Unit, against which Insurance claim was filed by the company with
the Insurance Company. During the year 2007-08, Rs. 200 millions has been received as adhoc payment. Net value of
Assets including inventory destroyed in fire has been transferred to insurance claim account. Any deficit/surplus on this
account will be accounted for (if required) in the year of final settlement of claim.

vii) Purchase of Raw Material includes goods worth Rs. 396.74 millions (previous year Rs.353.86 millions) purchased for
trading.

D. SEGMENT REPORTING
Business Segments
The Company operates only in the business segment of “Pharmaceuticals Products”, and in the opinion of the management
the inherent nature of activities in which it is engaged are governed by the same set of risks and reward. As such the activities
are identified as single segment in accordance with the Accounting Standard (AS-17) issued under Companies (Accounting
Standard) Rule, 2006, as amended up-to-date.

E. RELATED PARTY DISCLOSURES
Related party disclosures as required under Accounting Standard (AS-18) on “Related Party Disclosures” under Companies
(Accounting Standard) Rule, 2006, as amended up-to-date, are given below: -
a) Relationship
i) Subsidiary Companies
M/s Chempharma Private Limited — Sri Lanka
ii) Joint Ventures and Associates
NIL

iii) Key Management Personnel (Managing Director/Whole-time directors)
Sh. Sanjiv Goyal
Sh. Aryan Goyal

iv) Relative of the Key Management Personnel
Smt. Raman Goyal
Sh. Saurabh Goyal

v) Entities over which key management personnel/their relatives are able to exercise significant influence*
M/s Surya Narrow Fabrics — New Delhi
M/s Nectar Lifestyle Limited- New Delhi
M/s Nectar Organics Ltd. — New Delhi
* With whom the company had transactions.

b) The following transactions were carried out with related parties in the ordinary course of business.
i) Subsidiary Companies, Joint Ventures and associates
Investment Rs. 161.19 Million
Purchases Rs. 4.16 Million
Balance O/S Rs.  47.20 Million

ii) Key Management Personnel and their relatives

Sr. No. | Particulars (Rs. in Million)
i. Remuneration & Perquisites 20.62
ii. Purchase -
iii. Sales -
iv. Other Services — Rent (Gross) 0.96
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F. FOREIGN CURRENCY CONVERTIBLE BOND (FCCB)

During the year 2006-2007, the company raised Zero Coupon FCCB aggregating to USD 35 million (Rs. 1563.50 Million as on
the date of the issue) for financing its capital expenditure and other permitted expenditure. The bond holders, have the option
to convert the FCCB into equity shares of the company at an initial conversion price of Rs. 25.996 per share at a fixed rate of
exchange on conversion Rs. 44.6725 per US$, at any time on and after 4th June, 2006 and prior to 16th April 2011. Further
the company has an option of early redemption of these FCCB in whole at any time on or after 25th April, 2009 and prior to
26th April, 2011, subject to certain conditions. Unless previously converted, redeemed or repurchased and cancelled, the
FCCBs will be redeemed in US$ on 26th April, 2011 at 150.71 per cent of their principal amount.

There was FCCB conversion amounting to Rs. 86.34 millions (USD 20 million) into Equity Capital affected during the financial
year ending 31st March 2008.

The FCCBs premium payable on redemption Rs 227.28 million (previous year Rs.107.29 million) being the pro-rata charge for
the year have been made on the gross value without adjusting any tax impact, have been adjusted against Securities Premium
account (SPA). In the event that the conversion option is exercised by the holder of FCCBs in the future, the amount of
premium charged to Securities Premium account (SPA) will be suitably adjusted in the respective year.

G. DERIVATIVES
A). Commodity Derivatives
The company uses the commaodity future derivatives to take deliveries and hedge its risk associated with menthol and its
allied product’s price fluctuation relating to certain commitments and future transactions. The use of such forward
contracts is governed by company’s strategy associated with such products.

The company doesn’t use forward contracts merely for speculative purposes as some contracts are settled by physical
delivery also.

B). Currency Derivatives
The company uses foreign currency forward contracts and currency options to hedge its risks associated with foreign
currency fluctuations relating to certain firm commitments and forecasted transactions. The use of foreign currency
forward contracts and currency options is governed by Company’s strategy. The company does not use forward contracts
and currency options for speculative purposes.

H. ADDITIONAL INFORMATION PURSUANT TO THE PROVISION OF PARAGRAPH 3,4 C AND 4D OF PART Il OF SCHEDULE VI
OF COMPANIES ACT, 1956 ARE AS UNDER:

Licensed and installed capacity and actual production:

Sr. No. | Particulars March 31, March 31,
2009 2008
a) Licensed Capacity N.A. N.A.
b) Installed Capacity (Net of Captive)
(As certified by the management being a technical matter)
- Bulk Drug & Sterile (In MTs) 650.00 425.00
- Phytochemicals — Menthol (In MTs) 7600.00 6000.00
- EH Gelatin Capsules (Nos in Millions) 2880.00 2880.00
- Formulations (Nos in Millions) 345.00 345.00
c) Actual Production
- Bulk Drug & Sterile (In MTs) 643.385 319.420
- Job Work Executed (In MTs) 13.71 9.202
- Phytochemicals — Menthol (In MTs) 2990.625 5681.747
- EH Gelatin Capsules(Nos in Millions) 2268.86 1096.50
- Formulations (Nos in Millions) 125.76 28.66
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. QUANTITATIVE DETAILS OF RAW MATERIAL CONSUMPTION

Sr. No. | Particulars Unit 2008-09 2007-08
Raw Material
1. 7 ACA MT 118.087 74.877
2. GCLE MT 233.960 122.580
8, Crude Mentha oil MT 3426.009 5705.617
J. PARTICULARS IN THE RESPECT OF PRODUCTION AND SALES OF FINISHED GOODS (In MT’s)
Particulars Opening | Production Sales Closing
Stock Stock
Oral 1.756 428.974 418.313 12.417
(In MTs) (3.982) | (148.876) | (151.102) (1.756)
Sterile 3.680 214.411 213.963 4.128
(In MTs) (5.105) | (170.544) | (171.969) (3.680)
Menthol 101.400 | 2990.625 | 2932.619 159.406
(In MTs) (70.250) | (5681.747) | (5650.597) (101.400)
EHGC 124.90 2268.86 2030.94 362.82
(in Millions) (Nil) | (1096.50) (971.60) (124.90)
Formulation 1.59 125.76 125.51 1.84
(in Millions) (Nil) (28.66) (27.07) (1.59)
Note: Includes captive consumption also. Further sales include trading sales amounting to Rs.441.80 millions.
K. RAW MATERIAL CONSUMED
Sr.No | Particulars Value | 2008-2009 Value | 2007-2008
(Rs in Million) (%age) | (Rs in Million) (Y%age)
1. Imported 3227.79 65.43% 2403.986 45.79%
2. Indigenous 1705.49 34.57% 2846.314 54.21%
(Rupees in Million)
Sr. No. | Particulars 2008-09 2007-08
(a) CIF Value of Imports
1. Raw Material 3096.21 2187.97
2. Capital Goods and Stores & Spares 176.49 17.66
(b) Expenditure in Foreign Currency
1. Traveling Expenses 4.98 8.03
2. Export Commission 39.33 30.50
(c) Remittances in Foreign Currency
1. Raw Material 2622.56 2062.19
2. Capital Goods 24.00 17.26
3. Other Expenses 48.69 39.20
(d) Earnings in Foreign Currency
1. Exports 4199.59 3842.01
2. Dividend Received Nil 90.32
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L. EARNING PER SHARE (EPS)

Particulars Unit March 31,  March 31,
2009 2008

Profit After Tax Rs in million 544.12 833.61

No of Shares Outstanding Nos. 152260970 | 152260970*

No of Weighted Average equity shares

Basic Nos. 152260970 | 149654960*

Effect of dilutive equity shares equivalent

- Foreign Currency Convertible Bonds Nos. 56708436 | 58612110*

Diluted Nos. 208969406 | 208267070*

Earning per Share (Rs.)

- Basic Rs. 3.57 BB

- Diluted Rs. 2.60 4.00*

*During the year, the equity shares of the company got subdivided from Rs. 10/- each into 10 equity shares of Re. 1/- each.
Therefore the previous year figures are adjusted accordingly for the purpose of comparison.

M. IMPAIRMENT OF ASSETS

Management periodically assesses using external and internal sources whether there is an indication that an asset may be
impaired. Impairment occurs where the carrying value of future cash flows expected to arise from the continuing use of the
assets and its eventual disposal. The impairment loss to be expensed is determined as the excess of the carrying amount over

the higher of the asset’s net sales price or present value as determined above.

Auditors’ Report

In terms of our separate report of even date annexed

For Datta Singla & Co.
Chartered Accountants

Yogesh Monga
Partner
Membership No. 99813

Place: Chandigarh
Date: 30.06.2009

Sanjiv Goyal
Chairman & Managing Director

R. K. Aggarwal
V.P. Accounts

For Nectar Lifesciences Limited

Dinesh Dua
CEO & Director

Aryan Goyal
Executive Director

Sunder Lal
Company Secretary

Sandeep Goel
V.P. Finance
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v

Registration Details

Registration No. |

|16 -Jalefe]e6]4]

Balance Sheet Date

[3]2]lo]s|[2]o]o]e]

Capital raised during the year (Rs. in Million)

Public Issue

LEL LT LT Infrfu]

Bonus Issue

LEL LT LT Infrfu]

Position of Mobilisation and Deployment of Funds (Rs. in Million)

Total Liabilities

LI [1]2[o]o]o] [7]1]
Sources of Funds

Paid-up Capital

LI [ [2]s]2] [2]s]
Reserves and Surplus

LI [ [2[sg]7]9]. [o]o]
Secured Loan

LI [ [s[o]2]2]. [3]3]
Application of Funds

Net Fixed Assets

L L [ [efo]o]o].[e]e]
Net Current Assets

LI [ [4f4]1]6] [o]4]

Performance of the Company (Rs. in Million)

Turnover

L L[ [7[8]s]o]. [4]2]
Profit before Tax

LI [ [els]7] [6]7]
Earnings Per Share in Rs.

LEL LT[ [s] Is]7]

State Code n

Right Issue

LEL LT LT Infrfu]

Private Placement

LEL LT LT Infrfu]

Total Assets
L[ [2]2]9fo]o] [7]1]

Application Money

LEL LT LT Infrfu]

Deffered Tax Liabilities

CEL LT Infrfu]

Unsecured Loan
L[ [ [2[of2]1] [1]3]

Investments
RN s 6] . [1]s]
Misc. Expenditure

HENNENEINED

Total Expenditure

L[ [z[2]o]2] [7]5]
Profit after Tax

LL L[] [s[4]s] [7]8]
Dividend Rate %

LLT [ [a]of fo]o]

Generic Names of three Principal Products/Services of Company (As per monetary terms)

Products Description

Cefixime Trihydrate

Cefataxime Sodium Sterile

Ceftriaxone Sodium Sterile

ITC Code No. (ITC Code)

3|0({0|4(2|0|.|1|9
3/0/0{4|2(0|. (1|9
3|0({0|4(2|0|.|1|9

Auditors’ Report
In terms of our separate report of even date annexed

For Datta Singla & Co.
Chartered Accountants

Yogesh Monga
Partner
Membership No. 99813

Place: Chandigarh
Date: 30.06.2009

Nectar Lifesciences Limited

Sanjiv Goyal
Chairman & Managing Director

R. K. Aggarwal
V.P. Accounts

For Nectar Lifesciences Limited

Executive Director

Aryan Goyal

Sandeep Goel
V.P. Finance

Dinesh Dua

CEO & Director

Sunder Lal

Company Secretary



For the year ended March 31, 2009

(Rupees in Million)

Particulars March 31, March 31,
2009 2008
Net profit before Tax & Extra Ordinary Iltems 657.67 917.16
Adjustments For :
Depreciation 301.89 193.43
Misc. Expenditure W/Off 2.52 2.52
Interest on Borrowings 496.06 273.67
Interest/Dividend received (60.66) (129.45)
Operating Profit before Working Capital Changes 1,397.47 1,257.32
Adjustments For :
(Increase)/Decrease in Current Assets (1,484.38) (668.15)
Increase/(Decrease) in Current Liabilities 1,023.06 378.30
Working Capital Borrowings 707.74 846.20
Misc. Expenditure - -
Cash Generated from Operations 1,643.89 1,813.67
Direct Taxes Paid (103.13) (113.23)
Cash Flow before Extra-Ordinary Items 1,540.76 1,700.44
Extra-Ordinary Items - -
Net Cash Flow from Operating Activities (A) 1,540.76 1,700.44
Purchase of Fixed Assets (2,110.68) | (1,384.21)
Purchase of Investments (6.40) (2.42)
Sale of Investments - -
Inter Corporate Deposits 249.24 100.76
Interest Received 28.15 11.55
Dividend Received 0.20 90.33
Outsourcing Income 31.43 27.58
Profit on sale of fixed assets 0.87 -
Exchange Gain - -
Net Cash Used In Investing Activities (B) (1,807.19) | (1,156.41)
Increase/(Decrease) in Reserves (328.26) (21.34)
Proceeds from issue of Share Capital - 3.39
Proceeds from Long Term Borrowings 347.50 (187.32)
Dividend Paid 829.71 (162.49)
Interest Paid (496.06) (273.67)
Net Cash Paid in Financing Activities (C) 352.89 (641.42)
Net Increase/(Decrease) in Cash & Cash Equivalents (A+B+C) 86.46 (97.39)
Cash & Cash Equivalents at the Beginning of the Period 260.10 357.48
Cash & Cash Equivalents at the Close of the Period 346.56 260.10
Cash & Cash Equivalents at the Close of the Period 346.55 260.10

Auditors’ Report
In terms of our separate report of even date annexed

For Datta Singla & Co. For Nectar Lifesciences Limited
Chartered Accountants

Yogesh Monga Sanjiv Goyal Aryan Goyal Dinesh Dua
Partner Chairman & Managing Director Executive Director CEO & Director
Membership No. 99813

Place: Chandigarh R. K. Aggarwal Sandeep Goel Sunder Lal
Date: 30.06.2009 V.P. Accounts V.P. Finance Company Secretary

Annual Report 2008-09 |91



92

NECTAR LIFESCIENCES LIMITED

To
The Members
M/S. NECTAR LIFESCIENCES LIMITED

We have examined the attached consolidated Balance sheet of
M/S. NECTAR LIFESCIENCES LIMITED and its subsidiary
company Chempharma (Pvt) Ltd as at 31st March, 2009 and
also the consolidated Profit and Loss Account and consolidated
cash flow statement for the year ended on that date annexed
thereto. These financial statements are the responsibility of the
Company’s management. Our responsibility is to express an
opinion on these financial statements based on our audit.

1. We conducted our audit in accordance with Auditing
Standards generally accepted in India. Those Standards
require that we plan and perform the audit to obtain
reasonable assurance about whether the financial

statements are free of material misstatement. An audit
includes examining, on a test basis, evidence supporting
the amounts and disclosures in the financial statements. An
audit also includes assessing the accounting principles used
and significant estimates made by management, as well as
evaluating the overall financial statement presentation. We
believe that our audit provides a reasonable basis for our
opinion

2. We did not audit the financial statements of wholly owned
subsidiary CHEMPHARMA (PVT.) LTD, whose financial
statements reflect total assets of Rs.49.94 millions as at
March 31, 2009 and total revenues of Rs.-6.84 millions for
the year ended March 31, 2009 (these figures include
intragroup balances and intragroup transactions eliminated
on consolidation). These financial statements have been
audited by other auditors whose reports have been
furnished to us, and our opinion, in so far as it relates to
the amounts included in respect of these subsidiaries, is
based solely on the report of other auditor.

Nectar Lifesciences Limited

We report that the consolidated financial statements have been
prepared by NECTAR LIFESCIENCES’S management in
accordance with the requirements of Accounting Standard (AS)
21, Consolidated Financial Statements issued by the Institute of
Chartered Accountants of India.

Based on our audit and on consideration of reports of other
auditors on separate financial statements and on the other
financial information of the components, and to the best of
our information and according to the explanations given to us,
we are of the opinion that the attached consolidated financial
statements give a true and fair view in conformity with the
accounting principles generally accepted in India;

In case of;

a) The consolidated Balance sheet, of the consolidated state
of affairs of Nectar Lifesciences Limited and its subsidiary as
at March 31, 2009;

b) In the case of consolidated profit and loss account, of the
consolidated results of operations of Nectar Lifesciences
Limited and its subsidiary for the year ended on that date;
and

¢) In the case of the consolidated cash flow statement, of the
consolidated cash flows of Nectar Lifesciences Limited and
its subsidiary for the year ended on that date.

For Datta Singla & Co.
Chartered Accountants

Yogesh Monga
Partner
Membership No. 99813

Place: Chandigarh
Date: 30.06.2009



CONSOLIDATED BALANCE SHEET as at March 31, 2009
(Rupees in Million)
Particulars Schedule March 31, 2009 March 31, 2008

| SOURCES OF FUNDS
1. Share Holder's Funds
Share Capital | 152.26 152.26
Reserves & Surplus Il 2881.27 3033.53 2687.87 2840.13
Minority Interest - -

3. Loan Funds

Secured Loans I 5022.33 3423.97
Unsecured Loans \Y 2021.13 7043.45 1424.39 4848.37
4. Deffered Tax Liabilities \Y 401.84 303.78
10478.82 7992.28

Il APPLICATION OF FUNDS
1. Fixed Assets

Gross Block Vi 6144.37 4227.66
Less : Depreciation 885.00 593.66
Net Block 5259.38 3634.00
Capital Work in Progress 740.30 575.04
Investment VI 9.80 3.40
3. Current Assets, Loans & Advances
Inventories Vil 3496.20 1996.93
Sundry Debtors IX 1672.56 1595.16
Cash & Bank Balances X 347.27 260.34
Loans & Advances Xl 1327.13 1414.48
6843.17 5266.90
Less : Current Liabilities & Provisions Xll 2377.20 1492.95
Net Current Assets 4465.97 3773.95
4. Miscellaneous Expenditure Xl 3.36 5.88
(To The Extent Not Written Off or Adjusted)
10478.82 7992.28
Notes on Accounts XXII
The Schedules referred to above form an integral part of the Balance Sheet
Auditors’ Report
In terms of our separate report of even date annexed
For Datta Singla & Co. For Nectar Lifesciences Limited
Chartered Accountants
Yogesh Monga Sanjiv Goyal Aryan Goyal Dinesh Dua
Partner Chairman & Managing Director Executive Director CEO & Director
Membership No. 99813
Place: Chandigarh R. K. Aggarwal Sandeep Goel Sunder Lal
Date: 30.06.2009 V.P. Accounts V.P. Finance Company Secretary
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NECTAR LIFESCIENCES LIMITED

Particulars

Sales
Less : Excise Duty

Other income
Increase in Finished Goods

Raw Material Consumed
Manufacturing Expenses
Personnel Expenses
Administrative Expenses
Financial Expenses

Repair & Maintenance

Selling & Distribution Expenses
Depreciation

Preliminary Expenses Written Off

Profit before Tax

Provision For Tax

- Current Tax

- Fringe Benefit Tax

- Deffered Tax

- Income Tax Earlier Years

- Mat Credit Entitlement

Profit after Tax

Balance As Per Last Balance Sheet

Amount available for Appropriation

Appropriations
Dividend

Proposed Dividend on Equity Shares

Tax On Dividend
Transfer to General Reserve

Schedule

XIV

XV
XVI
XVII

XVIII

XIX

XX
XXI

Surplus Carried forward to Reserve and Surplus

Earnings per Share (Equity shares of Re.1/- each fully paid up)

Basic (Rs.)
Diluted (Rs.)

For the year ended March 31, 2009

March 31, 2009

7,799.77
520.09
7,279.68
62.44
73.42
7,415.55

4,933.28
336.07
281.55
170.15
496.15

36.00
217.57
303.07

0.08

6,773.92

641.63

74.49
2.30
98.05
(1.67)
(61.29) 111.89
529.74
1,853.65

2,383.39

15.23
2.59
2,365.57
2,383.39

3.47
2.53

The Schedules referred to above form an integral part of the Profit and Loss Account

Auditors’ Report

In terms of our separate report of even date annexed

For Datta Singla & Co.
Chartered Accountants

Yogesh Monga
Partner
Membership No. 99813

Place: Chandigarh
Date: 30.06.2009

Nectar Lifesciences Limited

Sanjiv Goyal
Chairman & Managing Director

R. K. Aggarwal
V.P. Accounts

(Rupees in Million)
March 31, 2008

7,744.99
385.53

7,359.46

48.53

(95.27)

7,312.72

5,250.30
276.27
193.35
104.61
275.68

28.17
161.95
194.79

0.08

6,485.20

827.52

104.38
1.58
81.96
(3.41)
(104.38) 80.13
747.39
1,262.51

2,009.90

60.90
10.35
85.00
1,853.65
2,009.90

4.97
B

For Nectar Lifesciences Limited

Aryan Goyal
Executive Director

Sandeep Goel
V.P. Finance

Dinesh Dua
CEO & Director

Sunder Lal
Company Secretary



SCHEDULE FORMING PART OF CONSOLIDATED ACCOUNTS as at March 31, 2009

(Rupees in Million)

Particulars March 31,  March 31,
2009 2008
i oosecr
Authorised Share Capital
35,00,00,000 (3,50,00,000) Equity Shares of Rs. 1/-(Rs. 10/-) each. 350.00 350.00
Issued, Subscribed & Paid Up Capital
15,22,60,970 (1,52,26,097) Equity Shares of Rs. 1/- (Rs.10/-) each Fully Paid up 152.26 152.26
152.26 152.26

*During the year, the equity shares of the company got subdivided from Rs.10/- each into 10 equity shares of Re.1 each.

| Il | RESERVES & SURPLUS

PROFIT & LOSS Account

Opening Balance 1,843.58 1,252.45
Transferred From Profit & Loss Account 511.92 591.13

2,355.51 1,843.58
Less : Minority Interest (0.00) (0.00)

2,355.51 1,843.58
Security Premium Account

Opening Balance 719.82 741.16
Add : Premium On Conversion of FCCB - 85.95
Less : Adjustment of Exchange Fluctuation (FCCB) of financial year 2007-08 100.98 -
Less : Premium payable on redemption of FCCB 227.28 107.29
391.55 719.82
General Reserve
Opening Balance 142.00 57.00
Add : Transfer during the year - 85.00
142.00 142.00
Foreign Currency Translation Reserve
Opening Balance (17.53) 9.19
Add : Transfer during the year 9.74 (26.72)
(7.79) (17.53)

2,881.27 2,687.87

| 1l | SECURED LOANS

Term Loan 1,986.53 1,095.92
Working Capital Limits 3,035.79 2,328.05
5,022.33 3,423.97

UNSECURED LOANS

From Directors - -

Inter Corporate Deposits From 350.00 100.76
From Others
Foreign Currency Convertible Bonds (FCCB) 1,671.13 1,323.63

2,021.13 1,424.39
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NECTAR LIFESCIENCES LIMITED

SCHEDULE FORMING PART OF CONSOLIDATED ACCOUNTS as at March 31, 2009

(Rupees in Million)

Particulars March 31, March 31,
2009 2008
Deffered Tax Liabilities Arising on Account of Depreciation 1,220.26 911.56
Total A 1,220.26 911.56
Deffered Tax Assets Arising on Account of Provision For :
Retirement Benefits 20.26 11.16
Doubtful Debts 17.78 6.65
Total B 38.03 17.81
Net Deffered Tax Liability (A-B) 1,182.23 893.74
Tax Impact 401.84 303.78

FIXED ASSETS

PARTICULARS GROSS BLOCK DEPRECIATION NET BLOCK
As at | Additions**| Sale/ * Total cost Upto | During the | Adjustments** Upto As at As at
01.04.2008 Trf. as at | 31.03.2008 Year 31.03.2009 ' 31.03.2009 31.03.2008
31.03.2009
Freehold Land &
Site Development 358.02 732.79| 86.56 1,004.25 - - - - 1,004.25 358.02
Leasehold Land 3.60 0.33 3.27 0.24 0.04 0.23 0.06 3.21 3.36
Buildings 863.83 245.12| 51.49 1,057.46 43.42 30.60 4.33 69.68 987.78 820.41
Tube Well 4.79 2.26 - 7.05 0.35 0.16 - 0.52 6.53 4.43
Plant & Machinery 2,042.76 888.64| 71.35 2,860.05 373.99 200.30 4.99 569.30 2,290.75 1,668.77
Plant & Machinery R & D 441.80 139.18 - 580.98 73.20 20.99 - 94.19 486.79 368.60
Boiler 2.40 (0.00) - 2.40 0.89 0.07 - 0.96 1.44 1.51
Pollution Control
Equipment 75.15 - - 75.15 13.43 857 - 17.00 58.15 61.72
Laboratory 58.21 5.74 0.08 63.88 5.43 2.89 - 8.33 55155] 52.78
Miscellaneous Fixed Assets 287.84 93.79 5.02 376.61 64.06 35.91 0.83 99.14 277.47 223.77
Furniture & Fixture 41.06 13.72 0.52 54.26 3.91 2.98 0.23 6.66 47.60 37.16
Motor Vehicles 36.19 9.32 2.19 43.32 10.30 3.73 1.13 12.90 30.43 25.89
Computer 12.01 3.71 0.01 15.70 4.44 1.83 - 6.27 9.44 7.57
Total 4,227.66 2,134.27 | 217.56 6,144.37 593.66 303.07 11.74 885.00 5,259.38 3,634.00
Previous Year Figures 2,251.03 2,134.03| 157.40 4,227.66 461.86 194.79 62.98 593.66 3,634.00 1,789.18

* Sales/ Trf. includes Rs. 6.00 millions capital investment subsidy in Baddi, sale of land Rs. 86.10 million & Vehicle Rs. 80 million, Sale of Assets of Chempharma Pvt Ltd.,
Rs.23.68 million and adjustment on account of foreign exchange fluctuations on Foreign Currency Convertible Bonds Rs.100.98 millions related to previous year.
** Additions includes foreign exhchange fluctuation on Foreign Currency Convertible Bonds amounting to Rs.347.50 millions, being capitalised in the current financial

year.
(Rupees in Million)
Particulars March 31,  March 31,
2009 2008
A. Non Trade, Quoted
1600 (1600) Equity Shares of Rs. 10/- each 0.04 0.04
Issued at a Premium of Rs. 14/- each, Fully Paid Up in Vijaya Bank
1271 (1271) Equity Shares of Rs. 10/- each 0.06 0.06
Issued at a Premium of Rs. 35/- each, Fully Paid Up in Yes Bank Ltd.
PNB - Principal Mutual Fund Account 0.70 1.50
31000 (4500) Equity Shares of Rs. 10/- each Fully Paid Up in Aurobindo Pharma Ltd. 5.89 1.31
2350 (2350) Equity Shares of Rs. 10/- each, Fully Paid Up in Parsavnath Developers Ltd. 0.09 0.49
11842 (-) Equity Shares of Rs. 10/- each, Fully Paid Up in Punjab Alkalies Ltd 0.22 -
13987 (-) Equity Shares of Rs. 10/- each, Fully Paid Up in Ranbaxy Ltd 2.32 -
Total (A) 9.30 3.40
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SCHEDULE FORMING PART OF CONSOLIDATED ACCOUNTS as at March 31, 2009

(Rupees in Million)

Particulars March 31,  March 31,
2009 2008
B Non Trade, Unquoted
20 Equity Shares of Rs. 50 each in the Thane Janta Sahakari Bank Ltd 0.00
50000 Equity Shares Of Rs. 10/ each Fully Paid in M/s Nimbua Greenfield (Punjab) Ltd. 0.50
Total (B) 0.50 -
Total (A+B) 9.80 3.40

(Market value for quoted investments is Rs. 9.31 millions (Previous year Rs.3.81 millions)

VIII | INVENTORIES

(As Certified by The Management)
Raw Material *

Other Miscellaneous Stocks

Work In Progress

Finished Goods *

416.59 334.54
126.36 58.08
2,718.78 1,443.26
234.48 161.05
3,496.20 1,996.93

* Includes material with 3rd parties and in transit.

SUNDRY DEBTORS

Outstanding For A Period
Less Than Six Months (Unsecured )
Considered Good
Considered Doubtful
Outstanding For A Period
Exceeding Six Months (Unsecured )
Considered Good
Considered Doubtful

Less: Provision For Doubtful Debts

1,582.66 1,461.26
89.90 133.90
17.78 6.65

1,690.34 1,601.81
17.78 6.65

1,672.56 1,595.16

CASH & BANK BALANCES

Cash in Hand

Balance with Scheduled Banks

In Current Account

In unclaimed dividend accounts & Share Application money account
Fixed Deposits

Interest Accrued on FDR

3.75 6.04
62.39 28.60
0.71 0.63
277.89 217.57
2.53 7.49
347.27 260.34
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NECTAR LIFESCIENCES LIMITED

SCHEDULE FORMING PART OF CONSOLIDATED ACCOUNTS as at March 31, 2009

(Rupees in Million)

Particulars

March 31, 2009

March 31, 2008

LOANS & ADVANCES

Advances Recoverable in Cash or in Kind or for value to be Received
Security Deposits
Excise Duty Balances

Less: Provision for Doubtful Advances

1,035.38
10.84
297.30

1,343.52
16.38

1,327.13

1,074.66
10.63
329.19

1,414.48

1,414.48

X1l | CURRENT LIABILITIES & PROVISIONS

Current Liabilities
Sundry Creditors
Due to micro and small enterprises
Due to others
Advances From Customers
Other Liabilities
Provisions
Proposed Dividend
Provision For Income Tax (Net of Advance Tax & TDS)
Provision For Fringe Benefit Tax (Net of Advance Tax)
Provision For Excise Duty On Finished Goods
Provision For Gratuity
Provision for Redemption Premium on FCCB

2.93
1,750.37
10.19
73.43

15.23
42.59
2.30
5.35
20.26
454.56

2,377.20

0.13
1,068.03
4.69
33.52

60.90
69.93
0.38
16.92
11.16
227.28

1,492.95

XIII' | MISCELLANEOUS EXPENDITURE

(To the extent not written off or adjusted)
Preliminary Expenses

Opening Balance

Add : During The Year

Less : Written Off

Deffered Revenue Expenditure
Opening Balance
Add : During The Year

Less : Written Off

0.52 0.60

0.52 0.60

0.08 0.45 0.08 0.52

5.36 7.80

5.36 7.80

2.44 291 2.44 5.36
3.36 5.88

Nectar Lifesciences Limited



SCHEDULE FORMING PART OF CONSOLIDATED ACCOUNTS

For the year ended March 31, 2009

(Rupees in Million)

Particulars

March 31, 2009

March 31, 2008

OTHER INCOME

Interest on FDR's

Interest Received (Others)
Dividend From Investments
Outsourcing Income
Foreign Exchange Loss (Net)
Scrap & Waste Sales

27.79
0.37
0.20

31.43

2.65

62.44

10.91
0.64
0.00

27.58
7.54
1.86

48.53

RAW MATERIAL CONSUMED

Opening Stock
Raw Materials
Work-In-Progress

Less : Opening Stock Reserve

Add Purchase Of Raw Material

Less : Closing Stock
Raw Materials
Work-In-Progress

Less : Closing Stock Reserve

Less : Scrap Sales

334.54 381.70
1,443.26 1,280.55
1,777.80 1,662.25
1,777.80 1,662.25
6,290.85 5,366.25
8,068.65 7,028.51
416.59 334.54
2,718.78 1,443.26
3,135.37 1,777.80
3,135.37 1,777.80
- (0.40)
4,933.28 5,250.30

MANUFACTURING EXPENSES

Consumable Stores

Oil & Lubricants

Power, Fuel & Steam Expenses
Chemical Testing

56.23
4.78
269.88
5.19

336.07

36.73
3.31
234.42
1.81
276.27

XVII'| PERSONNEL EXPENSES

Salaries & Wages
Payments To Directors
Staff Benefits

234.49
17.63
29.42

281.55

163.78
11.69
17.87

193.35
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NECTAR LIFESCIENCES LIMITED

SCHEDULE FORMING PART OF CONSOLIDATED ACCOUNTS

For the year ended March 31, 2009

(Rupees in Million)

Particulars March 31,  March 31,
2009 2008
Travelling & Conveyance 19.23 15.53
Advertisement & Subscription 451 1.59
Books & Periodicals 0.28 0.21
Business Promotion 10.00 6.11
Insurance 25.78 22.07
Electricity Expenses (Office) 1.36 0.92
Postage, Telephone, Telegram 6.75 6.15
Printing & Stationery 8.67 5.88
Professional Fees 12.64 13.23
Rate,Fees & Taxes 3.09 2.69
Vehicle Running & Maintenance 6.82 4.17
Rent 6.36 5.05
Horticulture 0.28 0.42
Audit Fees 1.53 1.52
Office Expenses 0.95 0.71
Diwali Expenses 2.14 1.38
Donation 24.83 15.60
Director'S Sitting Fee 0.11 0.03
Guest House Expenses 0.16 0.20
Loss On Investments 25.84 0.88
Visa Expenses 0.18 0.26
Loss on Sale of Fixed Assets 8.63
170.15 104.61

FINANCIAL EXPENSES

Bank Interest & Charges

496.15

275.68

496.15

275.68

REPAIR & MAINTENANCE

Electricals 1.68 1.92
Machinery 29.62 24.66
Building 4.71 1.60

36.00 28.17

SELLING & DISTRIBUTION EXPENSES

Discount / Samples

Freight & Cartage Outward

Packing Expenses

Sales Commission

Deffered Revenue Expenditure Written Off
Bad Debts

Provision for Doubtful Debts

Other Selling Expenses

Custom Duty

32.57 16.89
51.97 49.21
63.18 51.52
55.98 41.75

2.44 2.44

- 0.10
11.12 (0.05)
0.03 0.01
0.27 0.08
217.57 161.95

Nectar Lifesciences Limited



SCHEDULE FORMING PART OF THE CONSOLIDATED BALANCE SHEET AND
PROFIT AND LOSS ACCOUNT as at March 31, 2009

XXII'| NOTES TO ACCOUNTS

A. SIGNIFICANT ACCOUNTING POLICIES
1. Basis for preparation of financial statements

i)  The financial statements of Nectar Lifesciences Limited (“the company”) have been prepared and presented to comply
with the historical cost conventions in accordance with the Indian Generally Accepted Accounting Principles (GAAP),
mandatory Accounting Standards referred to in the Companies (Accounting standards) Rule 2006 issued by the
Central Government in exercise of the power conferred under sub-section (1) (a) of Section 642 read with sub section
(3C) of Section 211 & sub-section (1) of Section 210 A to the extent applicable and the provisions of the Companies
Act, 1956 and on the basis of going concern.

i)  All the Income & Expenditure are recognized on accrual basis.
iii) Figures have been taken nearest to million rupees.
iv) Previous year figures have been re-grouped and re-arranged wherever considered necessary

2. Principles of consolidation
The consolidated financial statements include the financial statements of Nectar Lifesciences Ltd., the parent company,
and its subsidiary company Chempharma (Pvt) Ltd .

The consolidated financial statements have been combined on a line-by-line basis by adding the book values of the items
of assets, liabilities, income and expenses after eliminating intro-group balances/transactions and resulting unrealized
profit in full.

The consolidated financial statements are presented, to the extent possible, in the same format as that adopted by the
parent company for its separate financial statements.

The consolidated financial statements have been prepared in accordance with Accounting Standard (AS-21) -
“Consolidated Financial Statements issued under Companies (Accounting Standard) Rule, 2006, as amended up-to-date.

3. Fixed Assets and Depreciation
i) Fixed Assets have been stated at cost net of Cenvat/Value Added Tax availed, but inclusive of attributable cost of
bringing the asset to their working condition for their intended use less depreciation and impairment loss, if any.

ii) Depreciation on fixed assets is provided on straight-line method at the rates and in the manner prescribed in schedule
XIV to the Companies Act, 1956.

iii) Leasehold assets cost is amortized over the period of the lease.

iv) Fixed Assets of overseas subsidiary (Chempharma Pvt. Ltd.) has been disposed off during the financial year, hence no
depreciation has been provided.

4. Inventories
a. Raw materials, Stores and Spares and Packing material
Lower of Cost and Net Realizable value. Cost of inventory comprises all cost of purchase and other cost incurred in
bringing the inventories to their present location and condition.

b. Finished Goods and work in process
Lower of cost and net realizable value. Cost includes direct material, labour and proportion of manufacturing
overheads. Cost of finished goods includes excise duty.

5. Foreign Exchange Transactions
a. Initial Recognition
Investments in foreign entities are recorded at the exchange rate prevailing on the date of making the investment.
Transactions denominated in foreign currencies are recorded at the rates prevailing on the date of the transaction.

b. Conversion
Monetary items denominated in foreign currency are restated at the rate prevailing on the balance sheet date.

c. Exchange Differences
Exchange differences arising on the settlement of monetary items or on reporting company’s monetary items at rates
different from those at which they were initially recorded during the year, or reported in the previous financial
statements, are recognized as income or expense in the year in which they arise. The exchange difference on foreign
currency denominated long term borrowings relating to the acquisition of depreciable capital assets are adjusted in
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the carrying cost of such assets for current year. Exchange differences pertaining to the financial year 2007-08,
previously recognized in the profit and loss account, reversed to general reserve by adjusting the carrying cost of fixed
assets.

Reporting Currency

Indian Rupee is the reporting currency for the Nectar Lifesciences Ltd. However, the local currency of the overseas
subsidiary is different from the reporting currency of the Nectar Lifesciences Ltd. The translation of local currency in
Indian Rupees is performed for assets and liabilities (excluding share capital and fixed assets), using the exchange rate
at the balance sheet date, for revenues, costs and expenses using average rate during the reporting period. Fixed
assets have been translated at the rate prevailing at the time of acquisition. The resultant currency translation
exchange gain/loss is carried as “Foreign Currency Translation Reserve” under reserves and surplus.

6. Revenue Recognition

i)

i)
i)

Revenue from product sales is stated exclusive of returns, inter-division transfers, sales tax and excise duty and
inclusive of gain/loss from Commaodity Trading , if any.

Dividend income is recognized as and when the right to receive is established.
Export benefits are accounted for on accrual basis.

7. Employees Retirement Benefits

i)

i)

i)

Short Term Employee Benefits:
Employee benefits payable fully within twelve months of rendering the service are classified as short term employee
benefit and are recognized in the period in which the employee renders the related service.

Post Employment Benefits ( Defined Benefit Plans )

The employees gratuity scheme is a defined benefit plan. The present value of the obligation under such defined
benefit plan is determined at balance Sheet date based on an actuarial valuation carried out by an independent
actuary using the projected unit credit method. Actuarial gains and losses and past service cost are recognized
immediately in the profit and loss account.

Post Employment Benefits (Defined Contribution Plans)
Contributions to the Provident Fund, which is a defined contribution scheme, is recognized as an expense in the profit
and loss account in the period in which the contribution is due.

Long Term Employee Benefits

Long term employee benefit comprises of compensated absences. These are measured based on an actuarial
valuations carried out by an independent actuary using the projected unit method at balance sheet date unless they
are insignificant. Actuarial gains and losses and past service cost are recognized immediately in the profit and loss
account.

8. Miscellaneous Expenditure

i)
i)

Preliminary expenses are written off over a period of 10 years.

Deffered Revenue Expenditures are written off over a period of 5 years.

B. BALANCE SHEET
1. Secured Loans
Term Loans

Term Loan of Rs. 452.17 million from Vijaya Bank is secured by way of First Pari Passu Charge with Punjab National
Bank (PNB), State Bank of India (SBI) & The Hongkong and Shanghai Banking Corporation Limited (HSBC) on all the
fixed assets of the Company and further secured by way of Second Pari Passu Charge with PNB, SBI & HSBC Bank on
all the current assets of the Company and personal guarantee of promoters namely Sh. Sanjiv Goyal & Smt. Raman
Goyal.

Term Loan of Rs. 48.98 million from PNB is secured by way of First Pari Passu Charge with Vijaya Bank, HSBC & SBI
on all the fixed assets of the Company and further secured by way of Second Pari Passu Charge with Vijaya Bank,
HSBC & SBI on all the current assets of the of Company and personal guarantee of promoters namely Sh. Sanjiv Goyal
& Smt. Raman Goyal.
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Ill. Term Loan of Rs. 513.49 million from SBI is secured by way of First Pari Passu Charge with Vijaya Bank, HSBC & PNB
on all the fixed assets of the Company and further secured by way of Second Pari Passu Charge with Vijaya Bank,
HSBC & PNB on all the current assets of the Company and personal guarantee of promoters namely Sh. Sanjiv Goyal
& Smt. Raman Goyal.

IV. Term Loan of Rs. 962.00 million from HSBC is secured by way of First Pari Passu Charge with Vijaya Bank, SBI & PNB
on all the fixed assets of the Company and further secured by way of Second Pari Passu Charge with Vijaya Bank, SBI
& PNB on all the current assets of the Company and personal guarantee of promoters namely Sh. Sanjiv Goyal & Smt.
Raman Goyal.

V. Term Loan includes Vehicle Loans amounting to Rs. 9.89 millions from various banks.

Working Capital Limits

VI. Working Capital Limits Rs. 3035.79 million (Previous Year Rs. 2328.05 million) comprises from Punjab National Bank
Rs. 1031.87 million (Previous Year Rs. 1354.06 million), from State Bank of India Rs. 1032.28 million (Previous Year
Rs. 973.99 million), from Barclays Bank Rs. 21.64 million (Previous Year Rs. Nil), from Exim Bank Rs. 900.00 million
(Previous Year Rs. Nil) and from HSBC Bank Rs. 50.00 million (Previous Year Rs. Nil) are secured by way of first pari
passu charge on all the current assets of the Company and further secured by way of Second pari passu Charge on
all the fixed assets of the Company and personal guarantee of directors namely Sh. Sanjiv Goyal and Smt. Raman
Goyal. In case of Exim Bank personal guarantee is given by Sh. Sanjiv Goyal, Smt. Raman Goyal and Shri Aryan Goyal.

2. Investments
Investments considered long term are stated at cost and current investments are stated at cost or market value whichever
is less.

3. Current Assets, Loans & Advances
i) In the opinion of the directors of the Company, the current assets, loans and advances are approximately of the value
as stated, if realized in the ordinary course of business.

4. Current Liabilities
i)  The principal amount remaining unpaid as at 31st March 2009 in respect of enterprises covered under the “Micro,
Small and Medium Enterprises Development Act, 2006” are Rs.2.60 millions (previous year Rs.0.13 millions). The
interest amount computed based on the provisions under Section 16 of the MSMDA Rs.0.33 millions (previous year
Nil) is remaining unpaid as of 31st March 2009. The principal amount that remained unpaid as at 31st March 2008
was paid during the year. The list of undertakings covered under MSMDA was determined by the Company on the
basis of information available with the Company and have been relied upon by the auditors.

ii) Investor Education and Protection Fund
Other liabilities include Rs 0.72 million which relates to unclaimed dividend and share application money refundable.
Out of it no amount has become due for deposit to Investor Education and Protection Fund as on balance sheet date.

5. Contingent Liabilities
(Rupees in Million)

Sr. No. | Particulars March 31, March 31,
2009 2008
i) Letter of Credit (Foreign / Inland) 571.58 414.33
ii) Bank Guarantees 6.78 4.77
iii) Bills Discounted 189.60 303.63

iv) Differential amount of custom duty in respect
of machinery imported under EPCG Scheme 86.61 59.12

V) Claims not acknowledged as debts:- **

- Income Tax matters 27.03 6.01

** The matters are subject to legal proceedings in the ordinary course of business. The legal proceedings, when ultimately
concluded will not, in the opinion of management, have a material effect on the results of operation or financial
position of the company.
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C. PROFIT & LOSS ACCOUNT
i) Director's Remuneration

a. Details of Remuneration to Managing Director, Whole Time Directors, and to Directors are as follows:-

Particulars (Rs. in Million)
Salaries and Allowances 14.83
Directors Fees 0.11
Commission 5.65
Perquisites 0.14
Total 20.73
b. Calculations of profit in accordance with Section 198 of the companies Act, 1956.
Particulars (Rs. in Million)
Profit Before Tax As per Profit & Loss Account 641.63
Add: Director Remuneration as above 20.73
Loss on Investments 25.84
Loss on sale of Fixed Assets 8.63
Depreciation as per Profit & Loss Account 303.07
Total 1000.00
Less: Depreciation under Section 350 303.07
Net Profit 696.83
Remuneration to Directors 20.73

ii) Payment to auditors

(Rupees in Million)

Particulars

2008-09 2007-08

Statutory Audit Fee
Tax Audit Fee

1.28 1.27
0.25 0.25

iii) Sales Tax Assessments for earlier years are in progress. No sales tax liability exists as on Balance Sheet date.

iv) Income Tax
Current Tax

Provision for Income tax and fringe benefit tax has been made as per Income-tax Act, 1961.

Deffered Tax

In compliance with Accounting Standard (AS-22) relating to “Accounting on Taxes on Income” issued by under
Companies (Accounting Standard) Rule, 2006, as amended up-to-date, the Company has provided Deffered Tax Liability
accruing during the year aggregating to Rs.98.05 million and it has been recognized in the Profit & Loss Account. In
accordance with clause 29 of Accounting Standard (AS 22) Deffered tax Assets and Deffered tax liabilities have been set

off.

v) Purchase of Raw Material includes goods worth Rs. 396.74 millions purchased for trading.

D. SEGMENT REPORTING
Business Segments

The Company operates only in the business segment of “Pharmaceuticals Products”, and in the opinion of the management
the inherent nature of activities in which it is engaged are governed by the same set of risks and reward. As such the activities
are identified as single segment in accordance with the Accounting Standard (AS-17) issued under Companies (Accounting

Standard) Rule, 2006, as amended up-to-date.
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E. RELATED PARTY DISCLOSURES
Related party disclosures as required under Accounting Standard (AS-18) on “Related Party Disclosures” issued under
Companies (Accounting Standard) Rule, 2006, as amended up-to-date, are given below: -
a) Relationship
i) Joint Ventures and Associates
NIL

ii) Key Management Personnel (Managing Director/Whole-time directors)
Sh. Sanjiv Goyal
Sh. Aryan Goyal

iii) Relative of the Key Management Personnel
Smt. Raman Goyal
Sh. Saurabh Goyal

iv) Entities over which key management personnel/their relatives are able to exercise significant influence*
M/s Surya Narrow Fabrics — New Delhi
M/s Nectar Lifestyle Limited- New Delhi
M/s Nectar Organics Limited
* With whom the company had transactions during the year.

vi) Key Management Personnel and their relatives

Sr. No. | Particulars (Rs. in Million)
i Remuneration & Perquisites 20.62
ii. Purchase -
iii. Sales -
iv. Other Services — Rent (Gross) 0.96

F. FOREIGN CURRENCY CONVERTIBLE BOND (FCCB)

During the year 2006-2007, the company raised Zero Coupon FCCB aggregating to USD 35 million (Rs. 1563.50 Million as on
the date of the issue) for financing its capital expenditure and other permitted expenditure. The bond holders, have the option
to convert the FCCB into equity shares of the company at an initial conversion price of Rs. 25.996 per share at a fixed rate of
exchange on conversion Rs. 44.6725 per US$, at any time on and after 4th June, 2006 and prior to 16th April 2011. Further
the company has an option of early redemption of these FCCB in whole at any time on or after 25th April, 2009 and prior to
26th April, 2011, subject to certain conditions. Unless previously converted, redeemed or repurchased and cancelled, the
FCCBs will be redeemed in US$ on 26th April, 2011 at 150.71 per cent of their principal amount.

There was FCCB conversion amounting to Rs. 86.34 millions (USD 20 million) into Equity Capital affected up to March 31,
20009.

The FCCBs premium payable on redemption Rs 227.28 million (previous year Rs.107.29 million) being the pro-rata charge for
the year have been made on the gross value without adjusting any tax impact, have been adjusted against Securities Premium
account (SPA). In the event that the conversion option is exercised by the holder of FCCBs in the future, the amount of
premium charged to Securities Premium account (SPA) will be suitably adjusted in the respective years.

G. DERIVATIVES
A). Commodity Derivatives
The company uses the commodity future derivatives to take deliveries and hedge its risk associated with menthol and its
allied product’s price fluctuation relating to certain commitments and future transactions. The use of such forward
contracts is governed by company’s strategy associated with such products.

The company doesn’t use forward contracts merely for speculative purposes as some contracts are settled by physical
delivery also.
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B). Currency Derivatives
The company uses foreign currency forward contracts and currency options to hedge its risks associated with foreign
currency fluctuations relating to certain firm commitments and forecasted transactions. The use of foreign currency
forward contracts and currency options is governed by Company’s strategy. The company does not use forward contracts

and currency options for speculative purposes.

H. EARNING PER SHARE (EPS)

Particulars Unit March 31, March 31,
2009 2008

Profit After Tax Rs in million 528.07 743.98

No of Shares Outstanding Nos. 152260970 | 152260970*

No of Weighted Average equity shares

Basic Nos. 152260970 | 149654960*

Effect of dilutive equity shares equivalent

- Foreign Currency Convertible Bonds Nos. 56708436 | 58612110*

Diluted Nos. 208969406 | 208267070*

Earning per Share (Rs.)

- Basic Rs. 3.47 4.97*

- Diluted Rs. 2.53 3.57*

*During the year, the equity shares of the company got subdivided from Rs. 10/- each into 10 equity shares of Re. 1/- each.
Therefore the previous year figures are adjusted accordingly for the purpose of comparison.

I.  IMPAIRMENT OF ASSETS
Management periodically assesses using external and internal sources whether there is an indication that an asset may be
impaired. Impairment occurs where the carrying value of future cash flows expected to arise from the continuing use of the
assets and its eventual disposal. The impairment loss to be expensed is determined as the excess of the carrying amount over
the higher of the asset’s net sales price or present value as determined above.

J. M/s Chempharma (Pvt) Ltd is in the process of closing down its operation and has applied to various authorities for its winding
up.

Auditors’ Report
In terms of our separate report of even date annexed

For Datta Singla & Co. For Nectar Lifesciences Limited

Chartered Accountants

Dinesh Dua
CEO & Director

Yogesh Monga
Partner Chairman & Managing Director
Membership No. 99813

Sanjiv Goyal Aryan Goyal

Executive Director

Sunder Lal
Company Secretary

Place: Chandigarh
Date: 30.06.2009

R. K. Aggarwal
V.P. Accounts

Sandeep Goel
V.P. Finance
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For the year ended March 31, 2009

(Rupees in Million)

Particulars March 31, March 31,
2009 2008
Net profit before Tax & Extra Ordinary Iltems 641.63 827.52
Adjustments For :
Depreciation 303.07 194.79
Misc. Expenditure W/Off 2.52 2.52
Interest on Borrowings 496.15 273.72
Exchange Gain - (7.54)
Interest/Dividend received (62.44) (40.99)
Operating Profit before Working Capital Changes 1,380.92 1,250.02
Adjustments For :
(Increase)/Decrease in Current Assets (1,489.33) (663.91)
Increase/(Decrease) in Current Liabilities 1,016.64 447.39
Working Capital Borrowings 707.74 846.10
Misc. Expenditure - -
Cash Generated from Operations 1,615.97 1,879.61
Interest Paid (496.15) (273.72)
Direct Taxes Paid (103.14) (113.22)
Cash Flow before Extra-Ordinary Items 1,016.68 1,492.66
Extra-Ordinary Items
NET CASH FLOW FROM OPERATING ACTIVITIES (A) 1,016.68 1,492.66
Purchase of Fixed Assets (2,093.71) | (1,344.54)
Purchase of Investments (6.40) (2.42)
Sale of Investments - -
Inter Corporate Deposits 249.24 100.76
Interest Received 28.15 11.55
Dividend Received 0.20 0.00
Outsourcing Income 34.09 29.44
Exchange Gain - 7.54
Net Cash Used In Investing Activities (B) (1,788.43) | (1,197.66)
Increase/(Decrease) in Reserves (318.52) (48.06)
Proceeds from issue of Share Capital - 3.39
Proceeds from Long Term Borrowings 1,238.11 (320.03)
Dividend Paid (60.90) (29.77)
Net Cash Paid in Financing Activities (C) 858.68 (394.48)
Net Increase/(Decrease) in Cash & Cash Equivalents (A+B+C) 86.93 (99.48)
Cash & Cash Equivalents at the Beginning of the Period 260.34 359.82
Cash & Cash Equivalents at the Close of the Period 347.27 260.34
Cash & Cash Equivalents at the Close of the Period 347.27 260.34
Auditors’ Report
In terms of our separate report of even date annexed
For Datta Singla & Co. For Nectar Lifesciences Limited
Chartered Accountants
Yogesh Monga Sanjiv Goyal Aryan Goyal Dinesh Dua

Partner Executive Director CEO & Director

Membership No. 99813

Place: Chandigarh
Date: 30.06.2009

Chairman & Managing Director

Sunder Lal
Company Secretary

R. K. Aggarwal
V.P. Accounts

Sandeep Goel
V.P. Finance
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of M/s Chempharma Private Limited, Sri Lanka

Your Directors are presenting the report on the operations of
your company and annual financial statements of the company
for the period ended on March 31, 2009.

Financial Results

The operations of your company have been suspended during
the whole financial year 2008-09. The Net loss incurred during
the year of Rs. 16.04 Million on the sale of fixed assets.

The attached balance sheet of the company as at 31.03.2009
and the profit and loss account for the year ended on that date
and schedules thereto, have been converted from Sri Lankan
Rupees to Indian Rupees as per Indian Accounting Standard 21
to present said financial statements to the Members of Nectar
Lifesciences Limited, India, the holding company of the
company.

Board of Directors
Mr. Sanjiv Goyal, Mr. Aryan Goyal and Mr. Sandeep Goel
directors served on the board of the company during the year.

Directors Responsibility Statement

The directors confirm that while preparing the annual
accounts, the applicable accounting standards had been
followed along with proper explanation relating to material
departures. They further confirm that they had selected such

To The Members of Chempharma (Pvt.) Ltd.

We have audited the accompanying financial statements of
Chempharma (Pvt) Ltd., as at 31st March, 2009, which
comprise of balance sheet as at that date, and the income
statement, statement of changes in equity and cash flow
statement for the year then ended, and a summary of
significant accounting policies and other explanatory notes.

Management’s Responsibility for the Financial Statements
Management is responsible for the preparation and fair
presentation of these financial statements in accordance with
Sri Lanka Accounting Standards. This responsibility includes:
designing, implementing and maintaining internal control
relevant to the preparation and fair presentation of financial
statements that are free from material misstatement, whether
due to fraud or error; selecting and applying appropriate
accounting policies; and making accounting estimates that are
reasonable in the circumstances.

Scope of Audit and Basis of Opinion

Our responsibility is to express an opinion on these financial
statements based on our audit. We conducted our audit in
accordance with Sri Lanka Auditing Standards. Those standards
require that we plan and perform the audit to obtain
reasonable assurance whether the financial statements are free
from material misstatement.

Nectar Lifesciences Limited

accounting policies and applied them consistently and made
judgements and estimates that are 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. They also confirm
that proper and sufficient care had been taken for the
maintenance of adequate accounting records for safeguarding
the assets of the Company and for preventing and detecting
fraud and other irregularities and that the annual accounts had
been prepared on going concern basis.

Auditors

M/s Piyawardena Associates, Chartered Accountants, Sri Lanka
acted as the independent auditors of the company during the
period. The audit report of your company for the year ended
March 31, 2009 is attached along with financial reports.

Appreciation
Your directors wish to place on record their appreciation of
valuable services rendered by all the employees of the company
and to all the business associates of the company for their
continued support.

By Order of Board of Directors

June 30, 2009
Sri Lanka

Sandeep Goel
Director

Aryan Goyal
Director

An audit includes examining, on a test basis, evidence
supporting the amounts and disclosures in the financial
statements. An audit also includes assessing the accounting
principles used and significant estimates made by
management, as well as evaluating the overall financial
statement presentation.

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. We therefore believe that our audit
provides a reasonable basis for our opinion.

Opinion

In our opinion, so far as appears from our examination, the
company maintained proper accounting records for the year
ended 31st March, 2009 and the financial statements given a
true and fair view of the company’s state of affairs as at 31st
March, 2009 and its loss and cash flows for the year ended in
accordance with Sri Lanka Accounting Standards.

Report on Other Legal and Regulatory Requirements
1. These financial statements also comply with the
requirements of Sections 151(2) of the Companies Act No.

07 of 2007.
For Piyawardena Associates

28th May, 2009 Chartered Accountants



BALANCE SHEET as at March 31, 2009
(Rupees in Million)

Particulars Schedule March 31, 2009 March 31, 2008

| SOURCES OF FUNDS
1. Share Holder's Funds
Share Capital | 46.36 46.36
Reserves & Surplus I 3.58 49.94 9.88 56.24

2. Loan Funds

Secured Loans 11l - =
Unsecured Loans = = - -
3. Deffered Tax Liabilities - _
49.94 56.24

Il APPLICATION OF FUNDS
1. Fixed Assets

Gross Block % - 23.68

Less : Depreciation (0.00) 5.53

Net Block 0.00 18.15

Investment - -
3. Current Assets, Loans & Advances
Inventories \ - 0.18
Sundry Debtors \ 47.20 40.86
Cash & Bank Balances Vil 0.72 0.24
Loans & Advances Vil 2.26 2.65
50.18 43.93

Less : Current Liabilities & Provisions
Liabilities & Provisions IX 0.24 5.84
Net Current Assets 49.94 38.09

4. Miscellaneous Expenditure - -
(To The Extent Not Written Off or Adjusted)

49.94 56.24
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(Rupees in Million)

Particulars March 31, March 31,
2009 2008
INCOME
Sales - Export - -
Sales - Local - -
Misc. Income X (6.84) 10.71
Increase In Finished Goods - -
(6.84) 10.71
EXPENDITURE
Raw Material Consumed Xl - -
Manufacturing Expenses Xl 1.13 1.20
Personnel Expenses Xl 4.30 4.28
Administrative Expenses XIV 1.38 1.47
Financial Expenses XV 0.10 0.06
Repair & Maintenance - -
Selling & Distribution Expenses XVI 1.11 0.35
Depreciation 1.18 1.36
Preoperative Expenses Written Off - -
9.20 8.71
Profit before Tax (16.04) 1.99
Provision For Tax - -
Profit after Tax (16.04) 1.99
Balance As Per Last Balance Sheet 9.88 124.94
Income Tax Earlier Years - -
Deffered Tax - -
Balance Available For Appropriation (6.16) 126.93
Appropriations
Dividend
Interim Dividend - 90.32
Proposed Dividend - -
Tax On Dividend - -
Surplus Carried Forward (6.16) 36.60
(6.16) 126.93

Nectar Lifesciences Limited



SCHEDULE FORMING PART OF ACCOUNTS as at March 31, 2009

(Rupees in Million)

Particulars March 31,  March 31,
2009 2008
O oo |
Authorised Share Capital
1,00,00,000 (1,00,00,000) Equity Shares of SLR. 10/- each. 48.22 48.22
Issued, Subscribed & Paid Up Capital
96,14,168 (96,14,168) Equity Share of SLR. 10/- each Fully Paid Up 46.36 46.36
46.36 46.36

| 1l | RESERVES & SURPLUS

Profit & Loss Account

Opening Balance

Transferred From Profit & Loss Account
Foreign Currency Translation Reserve

9.88 124.94
(16.04) (88.33)
9.74 (26.72)
3.58 9.88

[ 1 | SECURED LOANS

Term Loan
Working Capital Limits

FIXED ASSETS

PARTICULARS GROSS BLOCK DEPRECIATION NET ASSET
As at|  Additions Sale/ Total cost As on | During the Sale/ Upto As at As at
01.04.2008 Trf. as at | 31.03.2008 Year Trf. | 31.03.2009  31.03.2009 | 31.03.2008

31.03.2009
Leasehold Land 0.33 - - - 0.21 0.02 0.23 - - 0.13
Building 20.55 —-| 20.55 - 3.52 0.82 4.33 - - 17.03
Plant & Machinery - - - - - - - - - -
Office Equipment 0.52 - 0.52 - 0.28 0.09 0.36 - - 0.25
Factory Equipment 0.65 - 0.65 - 0.36 0.11 0.47 - - 0.29
Furniture & Fixture 0.30 - 0.30 - 0.18 0.05 0.23 - - 0.12
Motor Vehicles 1.32 - 1.32 - 0.99 0.10 1.09 - - 0.33
23.68 —-| 23.68 - 5158 1.18 6.71 - - 18.15
Previous Year Figures 86.78 -| 63.11 23.68 28.91 1.36 24.74 5153 18.15 57.87
(Rupees in Million)
Particulars March 31, March 31,
2009 2008
INVENTORIES

Raw Material - -
Other Miscellaneous Stocks - 0.18
Work In Progress - -
Finished Goods - -
- 0.18
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(Rupees in Million)

Particulars March 31,  March 31,
2009 2008

Sundry Debtors

(Unsecured, Considered Good)

Outstanding for a Period Less Than Six Months 47.20 40.86

Outstanding for a Period Exceeding Six Months - -
47.20 40.86

VIl | CASH & BANK BALANCES

Cash in Hand 0.02 0.00

Balance with Scheduled Banks

In Current Account 0.69 0.23

Fixed Deposits - -
0.72 0.24

VIII | LOANS & ADVANCES

Advances Recoverable in Cash Or in Kind or for value to be Received - 0.01
Security Deposits - 0.03
Vat Receivable 2.26 2.60

2.26 2.65

CURRENT LIABILITIES & PROVISIONS

Sundry Creditors - -
Other Liabilities 0.24 0.32
Proposed Dividend - -
Amount Payable To Nectar Lifesciences Ltd. - 5.53

0.24 5.84

OTHER INCOME

Interest On FDR

Export Fluctuation - 7.54
Scrap & Waste Sales 2.65 1.86
Profit On Disposal Of Plant & Machinery (9.50) 1.31

(6.84) 10.71

Nectar Lifesciences Limited



SCHEDULE FORMING PART OF ACCOUNTS For the year ended March 31, 2009

(Rupees in Million)

Particulars

March 31, 2009

March 31, 2008

RAW MATERIAL CONSUMED

Opening Stock

Raw Materials
Work-In-Progress

Add Purchase Of Raw Material

Less : Closing Stock
Raw Materials
Work-In-Progress
Less: Scrap Goods

0.40
= 0.40

0.40

XII' | MANUFACTURING EXPENSES

Consumable Stores
Factory Expenses
Fuel & Oil
Electricity Expenses

0.88
0.08
0.17

1.13

0.88
0.09
0.23
1.20

XIII'| PERSONNEL EXPENSES

Salaries & Wages
Security Services
Staff Benefits

3.84
0.34
0.12

4.30

3.79
0.37
0.12
4.28

ADMINISTRATIVE EXPENSES

Travelling & Conveyance
Advertisement & Subscription
Books & Periodicals

Business Promotion

Insurance

Postage, Telephone, Telegram
Printing & Stationery
Professional Fees

Secretarial Fee

Vehicle Running & Maintenance
Rent

Guest House Expenses

Audit Fees

Visa Expenses

Office Expenses

Sectarial Fee

Donation

Exchange Loss

0.02

0.11
0.23
0.02
0.11
0.01
0.03
0.42
0.16
0.03
0.18
0.06

0.02

1.38

0.15
0.26
0.01
0.02
0.01
0.08
0.42
0.20
0.02
0.26
0.03

0.02

1.47
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NECTAR LIFESCIENCES LIMITED

SCHEDULE FORMING PART OF ACCOUNTS Fror the year ended March 31, 2009

(Rupees in Million)

Particulars March 31,  March 31,
2009 2008
Interest On Term Loan - -
Bank Charges & Interest 0.10 0.06
0.10 0.06

SELLING & DISTRIBUTION EXPENSES

Travelling And Transport
Export Fluctuation
Packing Expenses

Bad Debts

Other Selling Expenses
Custom Duty

0.81 0.16

- 0.10
0.03 0.01
0.27 0.08
1.11 0.35

NOTES ON ACCOUNTS ON THE SUBSIDIARY’S BALANCE SHEET AND

PROFIT & LOSS ACCOUNT Aas at March 31, 2009

XVII| NOTES TO ACCOUNTS

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
1.1 General
(a) Statement of Compliance

The Financial Statements have been prepared in accordance with Generally accepted accounting principles and
applicable accounting standards laid down by the Institute of Chartered Accountants of Sri Lanka.

(b) Basis of preparation

The financial statements presented in Sri Lankan Rupees have been prepared on the historical cost basis.

1.2 Taxation

The company is approved under BOI Law and the company is exempted for taxation for a period of 5 years commencing

it’s commercial operation.

1.3 Comparative Information

The accounting policies have been consistently applied by the company. Previous year’s figures and phrases have been re-

arranged to confirm to the current year’s presentation.

Nectar Lifesciences Limited



NOTES ON ACCOUNTS ON THE SUBSIDIARY’S BALANCE SHEET AND
PROFIT & LOSS ACCOUNT as at March 31, 2009

XVII'| NOTES TO ACCOUNTS

1.4 Foreign Currency Transaction
All foreign currency transaction are converted to rupees at the rate of exchange prevailing at the time of such transaction
are affected. All assets and liabilities in foreign currency at the year end are translated at the exchange rate prevailing on
the balance sheet date.
Any gain or loss resulting from the translation of such transaction is dealt with the Income Statement.

2. ASSETS AND BASIS OF THEIR VALUATION
2.1 Property, plant & Equipment
(a) Cost or Valuation
The cost of property, plant & equipment is the cost of acquisition or construction together with any expenses incurred
in bringing the assets to its working condition for its intended use.
(b) Depreciation
The property, plant & equipment are stated at cost of valuation less accumulated depreciation. The charge for
depreciation is provided for on the basis specified below:
- No depreciation has been provided on land.
- Depreciation on other property, plant and equipment has been provided on the straight line basis so as to write off
the cost of the assets over their estimated useful life. The applicable rates used for this purpose which are consistent
with those of previous year are,

Building 5%

Plant & machinery 15%

Furniture & fittings 20%

Office Equipment 20%

Factory Equipment 20%

Motor Vehicles 25%

Depreciation is not provided for the year of purchases, while a full year’s depreciation is provided in the year of
disposal.

2.2 Trade & other receivables:
Trade & other receivables are stated at their estimated realizable value.

3. LIABILITIES & PROVISIONS:
3.1 Liabilities classified as current liabilities on the balance sheet are those which will fall due for payment on demand or within
one year from the Balance Sheet date. Non current liabilities are those balances that fall due for payment after one year
from the balance sheet date.

4. INCOME STATEMENT
(a) Revenue Recognition

4.1 Dividends
Dividend income is recognized on a cash basis.

4.2 Gains or losses
Gains or losses of a revenue nature on the disposal of Property Plant Equipment have been accounted in the Income
Statement.

4.3 Others
Other Income is recognized on cash basis.

(b) Expenditure Recognition
(i) All expenditure incurred in the running of the business and in maintaining the capital assets in a state of efficiency has
been charged to revenue in arriving at the profit for the year.
(i) Expenditure incurred for the purpose of acquiring, extending or improving assets of a permanent nature by means of
which to carry on the business or for the purpose of increasing the earning capacity of the business has been treated
as capital expenditure.
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“Excellence is the gradual result of always
striving to do better.”

- Pat Riley
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