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OUR VISION

- To acquire and maintain global leadership
position in chosen areas of businesses
- To continuously create new opportunities for
growth in our strategic businesses
~ To be among the top 10 most admired
companies to work for
~ To continuously achieve a return
on invested capital of at least 10 points
higher than the cost of capital

OUR VALUES

NURTURE
INNOVATION

/—\/—\

OUR PROMISE
Caring, Sharing, Growing

We will, with utmost care for the environment
and society, continue to enhance value for
our customers by providing innovative products
and economically efficient solutions;
and for our stakeholders
through growth, cost effectiveness
and wise investment of resources
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Dear Fellow Shareholders,

We are pleased to announce that the Company has
reported highest ever revenue and profits in FY 2017.
The differentiated business model focusing on Specialty
Pharmaceuticals - Injectables has enabled us to deliver
exceptional results and build a strong base for growth
in Pharmaceuticals. The Company has generated strong
operating cash flow, which enabled reduction of debt
and is expected to deliver better results going forward.
Our focus is to strengthen the balance sheet, invest in
strategic opportunities without increasing debt levels and
build strong pipeline or products across our businesses.

India continues to be the fastest growing economy globally
and is expected to grow by 7.2% in FY 2017- 18 as per
projections of the International Monetary Fund. This
growth is expected to further accelerate to above 8% in
the medium term due to implementation of structural
reforms, including the transformative GST regime under
the current government.

According to Evaluate Pharma, the global pharmaceuticals
market is expected to grow at 6.3% Compound Annual
Growth Rate (CAGR) to US$ 1.12 trillion by 2022.
The growth of complex therapeutic areas is projected to
outpace the growth of the overall pharmaceutical market,
emphasising the importance of increased R&D in the value
chain. Global agriculture, on the other hand, has faced
some challenges in the last few years but is likely to see
a better demand this year for crop protection chemicals
in terms of volume as per a report by Federation of Indian
Chambers of Commerce and Industry (FICCI).

Business Objectives

Weare anintegrated global pharmaceutical and life sciences
Company present across the entire pharmaceutical value
chain and take pride in our positioning as one-stop-shop
in the global pharmaceutical and life sciences industry,
supplying products and services to customers in over
100 countries. Our diversified businesses are segmented
in three major verticals namely Pharmaceuticals, Life
Science Ingredients and Drug Discovery Solutions. Each
of these segments is professionally managed by its
separate management teams headed by respective CEOs.
As a responsible corporate citizen, we are committed to
safeguarding the environment and maintaining a triple
bottom line approach of sustainability through delivering a
high social, environmental and economic performance.

The Pharmaceuticals segment is engaged in manufacture
and supply of APIs, Solid Dosage Formulations,
Radiopharmaceuticals, Allergy Therapy Products and
Contract Manufacturing of Sterile and Non Sterile
products through 6 US FDA approved facilities in India,
US and Canada. Our success in this segment is based
on several key strengths including an innovative product
portfolio in specialty injectables with high entry barriers

and limited competition, strong R&D capabilities to back
a differentiated pipeline of products, global competitive
edge due to low cost from vertically integrated operations,
market leadership in key products and business segments,
de-risked business model with low concentration risk
and a consistent track record of regulatory approvals.
As of March 31, 2017, the Company has a total of 922
filings across geographies. Of this, 710 filings have been
approved while 212 filings are pending approval.

The Life Science Ingredients segment is engaged in
Specialty Intermediates, Nutritional Products and Life
Science Chemicals through 5 manufacturing facilities in
India. In this segment, our strength lies in our integrated
business model, strong capabilities in chemistry, low cost
of manufacturing through best in class processes and
leadership position in key products on a global level.

The Drug Discovery Solutions segment provides proprietary
in-house innovation for out-licensing purposes and
collaborative research and partnership for Drug Discovery
through 3 world class research centers in India and US.

Performance Review

Our strong performance continued in FY 2017 and the
Company reported highest ever revenue and profits during
the year. The differentiated business model focusing on
Specialty Pharmaceuticals - Injectables has enabled us
to deliver exceptional results and build a strong base for
growth going forward in our Pharmaceuticals business.
The Company has generated strong operating cash flow
which enabled reduction of debt and is expected to deliver
better results going forward. Our focus is to strengthen the
Balance Sheet, invest in strategic opportunities without
increasing debt levels and build strong pipeline of products
across our businesses.

Total Revenue from Operations was the highest ever at
¥ 60,063 million, up 2% Year-on-Year (YoY), with
International revenue at ¥ 42,468 million, contributing
71% of the total revenue. Pharmaceuticals revenues
were at ¥ 31,167 million, up 8% YoY and contributing
52% to the revenues. Within this segment, Specialty
Pharmaceuticals - Injectables displayed a growth of 11%
YoY. As emphasised earlier, this growth is a testimony
to our strategy and the business model wherein we
have been able to build multiple levers of exciting
and differentiated businesses which have helped the
business deliver robust performance. This has been
aptly demonstrated in the consistent growth witnessed
in Specialty Pharmaceuticals - Injectables despite strong
headwinds in the US Generics business from supply chain
consolidation. Life Science Ingredients revenue stood at
¥ 27,076 million and contributed 45% to the revenue.
Drug Discovery Solutions revenue improved 45% YoY to
% 1,820 million contributing 3% of the revenue.
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Earnings before Interest, Tax, Depreciation and Amortisation
(EBITDA) was 9% higher YoY at record ¥ 13,701 million,
translating to margin improvement of 143 basis points at
22.8% as against 21.4% in FY 2016. This was led by
the Pharmaceuticals segment which reported EBITDA of
T 9,751 million, a growth of 9% YoY with a margin of
31.3% as against the margin of 30.9% achieved last year.
The Pharmaceuticals segment now contributes about 68%
to the overall EBITDA.

Life Science Ingredients reported EBITDA 0f¥ 4,338 million
translating to EBITDA margin of 16%, an improvement
from 15% in FY 2016. Drug Discovery Solutions EBITDA
was at ¥ 258 million translating to EBITDA margin of
14.2%. Depreciation and amortisation in FY 2017 was
at ¥ 2,914 million as compared to ¥ 3,467 million in
FY 2016. Finance cost stood at ¥ 3,411 million, lower by
8% YoY.

Net profit improved by 47% YoY at ¥ 5,756 million as
compared to 3,918 million in FY 2016 with an Earning
Per Share (EPS) of ¥ 36.93 as compared to ¥ 25.10 in
FY 2016.

From a balance sheet perspective, In FY 2017 the Company
repaid ¥ 5,056 million of debt and the net debt stood at
% 36,844 million on a constant currency basis.

During the year, Jubilant Pharma Limited (JPL), Singapore,
a material wholly owned subsidiary of the Company,
raised US$ 300 million of unsecured high yield bonds. In
addition, Jubilant Life Sciences Limited (JLL) also raised
I 4950 million through non-convertible debentures
during the year. The net proceeds of the funds raised have
primarily been used to refinance the existing debt of the
Company.

Dividend

The Board has proposed a dividend of 300% per equity
share of Re. 1 face value for the year which will result in
a cash outgo of ¥ 575 million including tax.

Outlook

Jubilant Pharma Limited, through one of its wholly owned
subsidiaries, has signed an Asset Purchase Agreement
with Triad Isotopes Inc. and its parent, Isotope Holdings,
Inc. (“Triad”) to acquire substantially all of the assets
which comprise the radiopharmacy business of Triad. The
closing of the transaction is subject to customary closing

Wishing you all Very Best for the coming year!

9“"‘7% <. Rhache

Shyam S Bhartia

Chairman

June 15, 2017

conditions, including contract, regulatory and other
approvals. The acquisition will be funded through JPLs
internal accruals and is likely to be earnings accretive.
Triad recorded revenues in excess of US$ 225 million in
CY 2016 with positive EBITDA and operates the second
largest radio pharmacy network in the US.

JPL has resolved that it will evaluate the option of fund
raising through an Initial Public Offerings (IPO) by listing
in an international stock exchange, including Singapore,
in order to strengthen the balance sheet of JPL with a
dilution of not more than 15% of equity.

We expect continued robust growth going forward, led
by momentum in Specialty Pharmaceuticals - Injectables
and Life Science Ingredients. In FY 2018, improvement in
revenues and profitability is expected.

Revenue growth in Pharmaceuticals segment is expected
on account of growth in existing portfolio of products, new
product launches, and ramp up of operations in CMO
of Sterile Injectables and Allergy Therapy Products. We
expect new product launches and capacity expansions
to drive growth in Generics vertical. In the Life Science
Ingredients segment, performance is expected to improve
on account of better demand, strong price environment,
capacity expansion and launch of new products. In the
Drug Discovery Solutions segment the growth will be led
by addition of new customers and milestone revenues
from existing and new out-licensing opportunities. We
will continue with our endeavours to reduce debt and to
improve key financial ratios.

Conclusion

We would like to conclude by thanking all our valued
stakeholders, including our customers, vendors, bankers
and shareholders for continuing their support and upholding
their confidence and trust in us. We would like to welcome
Mr. Pramod Yadav, Mr. Sushil Kumar Roongta, Mr. Vivek
Mehra, Mr. Priyavrat Bhartia and Mr. Arjun Bhartia on our
Board. We would like to thank Mr. Shyamsundar Bang,
who resigned from our Board after superannuation, for his
invaluable contribution. We are also deeply grateful to all
our employees across geographies for their contribution
and sincere commitment to taking this organisation to
greater heights.

o 5 Ulals

Hari S Bhartia
Co-Chairman and Managing Director
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Vianagement Discussion & Analysis

Cautionary Statement

Statements in the annual report, particularly those which
relate to management discussion & analysis, describing
the Company’s objectives, projections, estimates and
expectations, may constitute forward looking statements
within the meaning of applicable laws and regulations.
Although the expectations are based on reasonable
assumptions, the actual results might differ significantly.

Key Economic and Industry Trends

India’'s economy has grown at a strong pace in recent
years owing to the implementation of critical structural
reforms, tepid inflation, lower fiscal deficit and improving
trade scenario. This has been augmented by a favorable
external environment.

According to a report by Evaluate Pharma, the global
pharmaceuticals market is expected to reach US$ 1.12
trillion in 2022. The pharmaceuticals industry globally is
likely to grow at 6.3% Compound Annual Growth Rate
(CAGR) through 2022. Generics sales are expected to hit
US$ 115 billion in 2022, and constitute 10.2% of
prescription sales.

According to a report by Persistence Market Research,
the global sterile injectable drugs market is expected to
achieve the revenues worth US$ 657 billion by the end of
2024, with a CAGR of more than 7% over 2016-2024.

India enjoys a vital position in the global pharmaceuticals
industry. According to a report by India Brand Equity
Foundation, India is the largest provider of generic drugs
globally with Indian generics accounting for around 20%
of global exports.

According to a report by Federation of Indian Chambers
of Commerce and Industry, the Indian crop protection
chemicals industry is estimated to reach at US$ 4.4
billion in FY 2019 with a CAGR of 5%, with exports
contributing to about 53% of the total value. The personal
care ingredients market is valued at US$ 17.33 billion
by 2022 at a CAGR of 4.3% as per markets and markets
report. The global animal nutrition market is estimated to
grow at a rate of 5.4% to reach US$18.9 billion by 2020
as per Industry arc report.

Our Business Strategy

The core business strategy is to grow the Company as
an integrated global pharmaceutical and life sciences
company with a global footprint.

Our business is classified into three broad segments:
1. Pharmaceuticals

2. Life Science Ingredients

3. Drug Discovery Solutions

In Pharmaceuticals, we have a unique business model
focused on international markets, primarily in the US,
with multiple products across generics and niche Specialty
Pharmaceuticals - Injectables. This has helped us evolve as
a unique pharmaceuticals company with a superior margin
profile: Following are our key strengths in this segment

e Strength in North America — Majority of the revenues
come from the US which is the largest pharmaceuticals
market in the world. The Company has consistently
demonstrated its superior profitability and has valuable
manufacturing assets in North America.

* De-risked Business Model — The Company has a
diversified business model with market position across
Generics, where the Company leverages its low-cost
India advantage and Specialty Pharmaceuticals -
Injectables where it has leadership positions in stable,
niche specialty segments which have high entry
barriers. In addition, a diversified customer base,
product lines and product sourcing minimise risk of
any product or geography.

¢ Integrated business model — The Company enjoys
robust vertical integration in operations through
its various businesses, helping it draw cost
advantages and resulting in better overall control on
operations and superior margin performance. The
Active Pharmaceutical Ingredients (APIs) from our
manufacturing facilities are used as input formulations
in the Solid Dosage Formulations business. The
CMO business manufactures some of our key
Radiopharmaceuticals products. We plan to leverage
our CMO business for filing new products in injectables
and oral liquid areas. The strong R&D capabilities aid
in product launches across Solid Dosage Formulations,
Radiopharmaceuticals and Allergy Therapy Products.
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* Robust R&D Competencies — The Company has
strong R&D capabilities and invests in new products
having complex and niche product filings in Generics
and Specialty Pharmaceuticals - Injectables.

e Distinct Global Competences - The Company
leverages several capabilities from sourcing raw
materials, to manufacturing, to channel partners and
distribution. It has invested technological capabilities
in manufacturing of APls, oral solids as well as
injectables. In the key market of North America,
the Company has built a strong relationship with
retailers, wholesalers, doctors, radiopharmacies &
large pharmaceutical companies. In markets of Rest
of the World (RoW), the Company has built business-
to-business partnerships in multiple markets and has
a successful front-end presence in Europe.

In the Life Science Ingredients segment, our Company has
built global scale and has global leadership in our chosen
lines of business. Following are our key strengths in this
segment:

* Leadership positions in key products — The Company
is a global leader in Pyridine and its derivatives (Fine
Ingredients), Vitamin B3, Acetic Anhydride and Ethyl
Acetate.

* Strong R&D ethos - This segment too enjoys strong
R&D capabilities which help us develop superior
processes and catalysts resulting in a strong pipeline
of Specialty Ingredients products.

* Longstanding client relationships — The Company
has strong and established business relationship
with clients across Pharmaceuticals, Personal Care,
Agrochemicals, Nutrition and Specialty Ingredients
industries.

*  Optimal utilisation of resources — We have undertaken
strategic initiatives to increase capacity utilisation
of our multipurpose plants by retrofitting and
debottlenecking existing plants. In addition, six sigma
and lean initiatives program will continue to further
improve our operations with focus on reducing costs
and improving yields.

* Integrated Value Chain - Vertical integration across
the value chain enables cost competitive advantage.
Intermediates produced by our Ethanol business are
used as feedstock by downstream business units and
similarly Advance Intermediates products like Pyridine
and Beta Picoline are used by Fine Ingredients, Crop
Science Ingredients and Vitamins businesses.

In Drug Discovery Solutions, the business model is to
have a partnership and collaborative model, proprietary
in-house innovation with intent to out-license molecules
and strategic investments in venture funds investing in
early stage discovery companies.

The Company has reported highest ever revenue and profits
in FY 2017. The differentiated business model focusing
on Specialty Pharmaceuticals - Injectables has enabled
us to deliver exceptional results and build a strong base
for growth in our Pharmaceuticals segment. The Company
has generated strong operating cash flow, which enabled
reduction of debt and is expected to deliver better results
going forward. Our focus is to strengthen the balance
sheet, invest in strategic opportunities without increasing
debt levels and build strong pipeline or products across
businesses.

Financials

Consolidated Income Statement

Consolidated Income FY FY %
Statement (X Mn) 2016 2017 Growth

Total Revenue from 58,933 | 60,063 2%

Operations

Other Income 134 249 86%
Total Income 59,067 | 60,312 2%
Material Cost 21,175 19,995 -6%
Excise Duty on Sales 1,442 1,449 0%
Power and Fuel Cost 3,667 3,337 -9%
Employee Cost 11,251| 12,309 9%
Other Expenditure 8,929| 9,521 7%

Earnings Before Interest, | 12,603 | 13,701 9%
Taxes, Depreciation and

Amortisation

Depreciation 3,467| 2,914 -16%
Finance Cost 3,714 3,411 -8%
Profit Before Tax and 5,422| 7,376 36%
Exceptional Items

Tax Expenses 1,554 1,630 5%
Minority Interest -50 -10

Profit After Tax 3,918, 5,756 47%
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Total Revenue from
Operations during the
year stood at ¥ 60,063
million as compared to
< 58,933 million in

FY 2016

Revenue

Total Revenue from Operations during the year stood at
T 60,063 million as compared to ¥ 58,933 million in
FY 2016. Revenue from Pharmaceuticals segment grew
8% YoY at¥ 31,167 million and contributing 52% to overall
revenue. Revenue from Life Science Ingredients segment
stood at ¥ 27,076 million in the year contributing 45% of
the total revenue. Revenue from Drug Discovery Solutions
segment stood at ¥ 1,820 million in the year, growing
45% YoY and contributing 3% to the total revenues.

Total Expenditure

Total expenditure stood at ¥ 46,611 million in the fiscal
year ended March 31, 2017 from ¥ 46,464 million in
the fiscal year ended March 31, 2016. Materials cost
decreased by 6% to ¥ 19,995 million in the fiscal year
ended March 31, 2017 from ¥ 21,175 million in the
fiscal year ended March 31, 2016, primarily due to better
operational efficiencies, price realisations, lower input
prices and sales mix. Power and Fuel cost decreased 9%
to ¥ 3,337 million from ¥ 3,667 million, mainly due to
operational efficiency and lower energy costs. Employee
benefit expenses increased marginally to ¥ 12,309
million in the fiscal year ended March 31, 2017 from
311,251 million in the fiscal year ended March 31, 2016.
Other expenses stood at ¥ 9,521 million during the year,
increasing 7% from ¥ 8,929 million in FY 2016.

Earnings Before Interest, Taxes, Depreciation and
Amortisation (EBITDA)

The overall EBITDA in FY 2017 grew by 9% YoY to
% 13,701 million translating to EBITDA margin of 22.8%.
The EBITDA of Pharmaceuticals segment grew 9% YoY to
T 9,751 million as against ¥ 8,920 million in FY 2016
with margins of 31.3% as against 30.9% in FY 2016.
The EBITDA for Life Science Ingredients segment stood

at ¥ 4,338 million as compared to ¥ 4,332 million in
FY 2016, translating to EBITDA margin of 16% compared
to 15% in FY 2016. Drug Discovery Solutions EBITDA
stood at ¥ 258 million as compared to ¥ 16 million in
FY 2016, translating to EBITDA margins of 14.2%.

Finance Cost and Depreciation

The depreciation and amortisation in FY 2017 stood at
% 2,914 million compared to ¥ 3,467 million in FY 2016.
The finance cost in FY 2017 stood at ¥ 3,411 million as
against ¥ 3,714 million in the corresponding period last
year. The blended interest rate for the borrowing stood at
6.8% with the rupee rate of borrowing at 8.8% and the
foreign currency borrowing at 5.9%.

Profit Before Tax

Profit Before Tax for the fiscal year ended March 31, 2017
stood at ¥ 7,376 million.

Tax Expenses

Tax Expenses stood at ¥ 1,630 million in the fiscal year
ended March 31, 2017 from ¥ 1,554 million in the fiscal
year ended March 31, 2016. The tax rate for the year
stood at 22.1%.

Profit After Tax

The Profit After Tax stood at ¥ 5,756 million with an
Earnings Per Share (EPS) of ¥ 36.93 per equity share of
T 1 each.

Indebtedness

During the year, the Company has generated net cash of
% 5,056 million which has been used to reduce the debt
level to ¥ 36,844 million on a constant currency basis
as against ¥ 41,900 million as on March 31, 2016. The
net debt stood at ¥ 36,248 million on March 31, 2017
compared to ¥ 41,900 million as on March 31, 2016.
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Review of Operations

Our operations comprise of products and services across
Pharmaceuticals, Life Science Ingredients and Drug
Discovery Solutions segments.

1. Our Pharmaceuticals segment includes following
businesses

(i) Specialty Pharmaceuticals - Injectables,
comprising  Radiopharmaceuticals,  Contract
Manufacturing of Sterile Injectables and Allergy
Therapy Products

(ii) Generics, comprising Solid Dosage Formulations,
Active Pharmaceutical Ingredients (APIs) and
India Branded Pharmaceuticals

2. Life Science Ingredients segment includes following
businesses

(i) Specialty Intermediates and Nutritional Products
(ii) Life Science Chemicals

3. DrugDiscovery Solutions segment provides proprietary
in-house innovation and collaborative research and
partnership for out-licensing through 3 world class
research centers in India and the US.

Revenue Revenue YoY
Segmental Revenue Analysis Mix (%) | Growth %
Pharmaceuticals 28,850, 31,167 52% 8%
Specialty Pharmaceuticals - Injectables 14,861 16,558 28% 11%
Radiopharmaceuticals 7,129 8,164 14% 15%
CMO of Sterile Injectables 5,696 5,950 10% 1%
Allergy Therapy Products 2036 2444 4% 20%
Generics 13,989, 14,609 24% 4%
Solid Dosage Formulations 7,974 8,140 14% 2%
Active Pharmaceutical Ingredients 5,889 6,289 10% 7%
India Branded Pharmaceuticals 125 180 0% 44%
Life Science Ingredients 28,824 27,076 45% -6%
Specialty Intermediates and Nutritional Products 15,899 13,988 23% -12%
Specialty Intermediates 10,952 9,367 16% -14%
Nutritional Products 4,947 4,621 8% -7%
Life Science Chemicals 12,925 13,088 22% 1%
Drug Discovery Solutions 1259 1820 3% 45%
Total Revenue Operations 58,933 60,063 100% 2%
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PHARMACEUTICALS SEGMENT

The Pharmaceuticals segment is engaged in manufacture
and supply of Radiopharmaceuticals, Allergy Therapy
Products, Solid Dosage Formulations, APIls and Contract
Manufacturing of Sterile and Non Sterile products through
6 US FDA approved facilities in India, US and Canada.
Revenue contribution from our Pharmaceuticals segment
stands at 52% of our Total Revenue from Operations.
Revenue from this segment has improved 8% YoY to
% 31,167 million from ¥ 28,850 million last year.

Specialty Pharmaceuticals - Injectables

Our Specialty Pharmaceuticals - Injectables segmment
includes Radiopharmaceuticals, CMO of Sterile Injectables,
and Allergy Therapy Products. Our total revenue from this
vertical increased to ¥ 16,558 million in the fiscal year
ended March 31, 2017 from ¥ 14,861 million last year.

Radiopharmaceuticals

We manufacture and market radiopharmaceutical
products, which are used in the diagnosis, treatment and
monitoring of various diseases. We specialise in cardiac,
lung, thyroid, kidney and bone imaging as well as thyroid
disease therapy. Our Company made significant strides in
this business during the year.

In FY 2017, we made a major breakthrough by receiving
the US FDA approval for RUBY-FILL®, for its New Drug
Application (NDA) pursuant to section 505 (b)(2) filing.
This approval provides for the use of RUBY-FILL® for
Positron Emission Tomography (PET) imaging of the
myocardium under rest or pharmacologic stress conditions
to evaluate regional myocardial perfusion in adult patients
with suspected or existing coronary artery disease. RUBY-
FILL® is expected to begin to generate commercial sales in
FY 2018. Currently the cardiovascular PET market in the
US is estimated to be approximately US$ 70 million and has
the potential to grow up to US$ 250 million over the next
five years.

Over the years we have built an integrated organisation
which includes a dedicated Research and Development
team, specialised manufacturing facilities, best in class
regulatory affairs, sales and marketing operations. Our
Company is well positioned in the North American nuclear
medicine market, which is expected to grow across
the therapeutic segments of Oncology, Neurology and
Cardiology over the next five years.

Our Radiopharmaceuticals business saw revenues growth
of 15% YoY to ¥ 8,164 million in FY 2017 as compared
to ¥ 7,129 million in FY 2016, on account of improved
performance from our product portfolio.

This business has promising growth prospects which will
be aided by long-term contracts which the Company has
with all the leading distribution networks in the US for
multi-year supply of critical products. We are also confident
of leveraging our product development capabilities to file
additional products in the coming years.

It is our strategy to be a growth leader in Nuclear
Medicine with selective investment in existing products to
demonstrate quality, value and sustainability to
physicians and their patients as well as additional
radiopharmaceuticals to increase the scope of our product
portfolio. We aspire to be the leading manufacturer of
nuclear medicine products in North America. At an
appropriate time we will also look to expand to into newer
markets such as Latin America, Europe, Japan and Asia.

With strong R&D capabilities the business has developed
new products and a strong pipeline of products, which
will be launched in the future. This business will continue
to deliver a robust performance as we accelerate new
product launches and greater market penetration across
newer geographic expansion in emerging markets.

Contract Manufacturing of Sterile Injectables

Our Company is a fully integrated leading CMO and offers
sterile manufacturing services including sterile injectables,
lyophilisation and laboratory services. We also offer
non-sterile manufacturing services for ointment, cream
and liquid products in bottles, tubes, jars, suppositories
and applicators. Our Company is among top 5 CMOs in
North America for sterile injectables. We are continuously
working on developing a partnership with innovators in
the pharmaceutical and biopharmaceutical domain for
their patented products.

We have our manufacturing facilities at strategic locations
in North America (Spokane, Washington, USA and
Montreal, Quebec, Canada) which help us directly service
customers present in those geographies. During the year
we successfully completed US FDA inspection at our
Montreal and Spokane facilities.




12 Jubilant Life Sciences Limited

Our existing sites can

be leveraged to enhance
our performance as the
industry dynamics are
favourable. We have high
emphasis on compliance
and Intellectual Property
Rights.

The business reported revenues of ¥ 5,950 million in
FY 2017 from T 5,696 million in FY 2016, up 4% YoY,
due to ramp up of operations.

Our existing sites can be leveraged to enhance our
performance as the industry dynamics are favourable.
We have high emphasis on compliance and Intellectual
Property Rights. An increasing proportion of injectable
dominated new launches by innovators have a shortage
of capacity for high quality manufacturing sterile sites as
available with us. We will continue to focus on highest level
of compliance with a lean operation setup and supply of
right quality products in a timely manner to our customers
which help us further grow the order book.

Allergy Therapy Products

Our Allergy Therapy Products business is focused on
providing allergy immunotherapy products in the US. The
model we employ covers the supply of bulk extracts to
physicians who can use the same for diagnostic testing
and also to administer treatment. Allergenic extracts in
our portfolio are offered in the form of quality products
along with a range of specialised diagnostic devices for
skin testing.

During FY 2017 revenues in the business were at¥ 2,444
million as compared to ¥ 2,036 million in FY 2016, up
20% YoY, due to higher off-take during the year.

Emphasis is on innovation where we strive to develop
novel products to address allergies. We remain keen to
expand the leadership that our product brands enjoy
given a robust product line-up backed by complete control
on production and an extensive presence in important
markets. We are focused on growing the business beyond
the US and build out strongly in other countries such as

Canada, New Zealand, France, South Korea and Australia,
where we are driving our brands.

Generics

The Generics segment includes Solid Dosage Formulations,
Active Pharmaceutical Ingredients (APIs) and India
Branded Pharmaceuticals businesses. Total revenue from
this vertical was 4% YoY higher at ¥ 14,609 million in
FY 2017 as compared to ¥ 13,989 million in FY 2016.

Solid Dosage Formulations

Solid Dosage Formulations covers the manufacture and
marketing of formulations in the generics space. We have
historically been focused on the key the US market, which
is the largest market for generics, through our own 100%
subsidiary. Our presence is also rapidly expanding in RoW
markets like Japan and Australia and we have aggressive
plans to grow in some of the leading non-US markets in
the near future.

The business has the benefit of backward integration with
majority of our commercial Solid Dosage Formulations
based on in-house APls. The broad therapeutic areas
covered include Cardiovascular System, Central Nervous
System and Anti-allergy streams. We enjoy leadership
position in the US for Methylprednisolone and Terazosin
whereas in Meclizine, Prochlorperazine, Lamotrigine,
Cyclobensaprine, Donepezil and Hydrochlorothiazide we
rank within the top 3 in the US.

During FY 2017, revenues in the business were at
% 8,140 million as compared to Rs 7,974 million in
FY 16, up 2% YoY, led by increased sales to RoW markets
offset by lower sales in the US.

While we have manufacturing presence within the US at
Salisbury, Maryland we also maintain a strong presence at
Roorkee, Uttarakhand in India. Both facilities are US FDA
approved whereas the India unit facility is approved by
UK MHRA, ANVISA Brazil, PMDA Japan, TGA Australia
and MCC South Africa.

As on March 31, 2017 the business had 55 products
commercialised, that includes 29 in the US, 9 in
Canada, 30 in Europe and 31 in RoW. For Solid Dosage
Formulations, as at March 31, 2017, we had filed a
total of 81 ANDA filings in the United States, 99 MAs in
Europe, 22 filings in Canada and 641 filings in other RoW
countries so far. As on March 31, 2017, we had received
51 approvals in the US, 96 MAs in Europe, 20 approvals
in Canada and 471 registrations in RoW markets.

Plans are underway to expand the product line in oral solids
and certain niches in ophthalmic and injectable products
with a view to increase the contribution to revenues.
Opportunities beyond traditional regulated markets are
being pursued.
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Our sustained efforts strategy to pursue partnership with
local players in Japan, supported by our in-house product
development & partner’'s marketing strengths, is yielding
results as we have added three new products in the pipeline.
To give impetus to the same, we have further invested in
augmenting our Japan specific capabilities in R&D.

QOur efforts to optimise the operations in Europe are
yielding results. We have a strong customer base of more
than 40 customers in Europe and we are strengthening
our product portfolio with them. We expect Europe to be
one of the fastest growing regions for us.

In RoW markets, the focus on key markets for Jubilant
brands is moving in the right direction. In the next
financial year, we are expecting regulatory approvals
in key markets of Asia and Africa, including South
Africa, Philippines, Ethiopia and Malaysia with plans to
successfully commercialise the same. In Latin America
and Commonwealth of Independent States (CIS) markets,
our growth would be driven by new filings and launches in
key countries of Brazil, Chile and Ukraine.

Active Pharmaceutical Ingredients (APIs)

APIs are also known as bulk drugs or drug actives, and
are responsible for rendering therapeutic action in a drug.
We are one of the leading players globally and specialise
in Cardiovascular System (CVS), Central Nervous System
(CNS) and Anti-infective along with other therapeutic
areas.

Our emphasis is on building leadership in chosen
products and delivering superior quality within supply
timelines. The strategy is to have sizeable capacities and
dedicated lines for high volume molecules. This will help
us maintain a long-term relationship with leading generic

drug companies in developed markets with our range of
world class products.

Revenue from this business stood at ¥ 6,289 million in FY
2017 from ¥ 5,889 million in the previous year, up 7%
YoY, following improvement in sales of key products and
optimal utilisation of resources.

We have 40 commercial products and during the year we
have filed 7 Drug Master Files (DMFs) in the US, 1 filing
in Japan, 2 Certificates of suitability to the monographs of
the European Pharmacopoeia (CEPs) in Europe and made
1 filing in Australia. Our facility at Nanjangud, Karnataka,
India is approved by key regulators including US FDA,
AFSSAPS France, PMDA Japan, ANVISA Brazil, KFDA
Korean, Cofepris Mexico and TGA Australia.

Over the years we have developed a differentiated strategy
for our products in key markets. In the upcoming year, our
focus is to launch new products on the backdrop of strong
filings in focused markets. This will help us further enhance
market share. Our emphasis on cost optimisation backed
by a highly experienced team combined with our forward
integration with the Solid Dosage Formulations segment
also will help augment performance. Our Research and
Development function remains fully geared to strengthen
our new products pipeline.

India Branded Pharmaceuticals (IBP)

We are targeting the domestic formulations market in
India through this business. The chosen therapeutic areas
include chronic specialty underlined by combination of
enabling growth factors, including higher awareness,
longer life spans, enhanced propensity to spend and
evolving lifestyles. We are also looking at Cardiology and
Diabetes segments.

During FY 2017, Revenues in the business were at ¥ 180
million as compared to ¥ 125 million in FY 2016, up 44%
YoY, primarily on account of new product introductions.

Our portfolio of brands includes high growth molecules and
combinations like Rosuvastatin, Telmisartan, Teneligliptin,
Glimepiride, Cilnidipine and Azilsartan. These primary
therapies are supported by supplementary formulations
like Vitamin B12 & Vitamin D3 preparations. This is
further supported by an extensive distribution network
covering 25,000 retail points and robust field force of
more than 400 sales representatives that service 30,000
Cardiologists, Diabetologists, Nephrologists, Neurologists
and Consulting Physicians spread across the country.

We continue to evaluate additional products where we
believe we can make an impact in our preferred segments
of therapy and have begun the process of increasing
coverage geographically.
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LIFE SCIENCE INGREDIENTS
SEGMENT

Life Science Ingredients segment revenue contributed
45% to our total revenue from operations. Revenue in this
segment stood at ¥ 27,076 million for the year ended
March 31, 2017 as compared to ¥ 28,824 million in
FY 2016. The lower revenue was mainly due to focus on
profitability and also lower input prices and lower crude
prices resulting in decrease in prices of finished products.

Specialty Intermediates

Our Specialty Intermediates business deals in more
than 60 commercial products viz. Pyridines, Picolines,
Cyanopyridines and their value added derivatives
(Fine Ingredients & Crop Science Ingredients), having
applications in pharmaceutical, agrochemical, personal
care and many other life science industries globally. For
more than 30 years, we have been working towards adding
many chemistry platforms using our in-house R&D to
expand our technological capabilities and thereby adding
several value added products for life science industry.

We are one of the global leaders in Pyridine and Picoline
and through forward integration coupled with world class
manufacturing facilities and customer centric approach,
also globally No 1 in 11 Pyridine derivatives. Revenue
from this business was at ¥ 9,367 million during the year
as against ¥ 10,952 million in FY 2016, down 14% YoY,
primarily due to lower volumes in Pyridine.

Our business has strong enablers in place to ensure
successful execution, including differentiated strategy,
scale, cost effectiveness, strategic tie-ups and an
experienced and dedicated team.

During the year we undertook capacity de-bottlenecking
of our key Fine Ingredients products which has resulted
into cost optimisation and better productivity. We have
improvised our process for various products to make them
more environment friendly by establishing zero liquid
discharge facilities & re-cyclability of process effluent.

We are constantly reviewing our product portfolio to
align our product mix to areas where demand is growing.
Continuous retrofitting and debottlenecking initiatives
undertaken will lead to better utilisation levels and result
in an improved performance for this segment.

In a significant development the government in China has
issued environment protection norms aimed at reducing
the harmful impact of pesticide production on environment
in China. Industry experts believe that will lead to increase
in prices of pesticides as well as key raw materials. This

situation offers favorable opportunity for Jubilant having
products that are key raw materials for agrochemicals and
their associated industries. We shall continue to explore
the market for our Specialty Intermediates to get benefit of
this situation going forward.

We have taken strategic initiatives to setup a facility to
produce products in fully cGMP compliant facility, which
can be audited by international food and drug authorities.

As a single window resource for custom manufacturing our
portfolio includes customised solutions for pharmaceutical
and agrochemical customers for both their cGMP and non-
cGMP products.

Nutritional Products

We primarily manufacture and market Vitamin B3
(Niacinamide and Niacin) in this segment. Vitamin B3
finds applications in food, animal feed, pharmaceuticals
and personal care. We are the second largest manufacturer
of Vitamin B3 (Niacinamide and Niacin) globally. Our
product quality and consistency have ensured a growing
and dedicated customer base for us. We have competitive
edge in the market from being able to control our own
supply of major raw material Beta Picoline (which is
a precursor to Vitamin B3 and is manufactured by our
Specialty Intermediates business).

Currently Jubilants Niacinamide is being sold in more than
80 countries. In this year Jubilant entered the Russian
market directly and made significant progress. The
Vitamin B3 prices were very low in the first three quarters
but saw a recovery in the last quarter.

Along with Vitamin B3 product range, we are the
largest manufacturer of Vitamin B4 (Choline Chloride)
in India catering to different application like feed,
food, pharmaceuticals, dye manufacturing and shale
stabilisation. We also offer specialty feed additives to
farmers across many countries, mainly Feed Emulsifier,
Encapsulated Butyrates, Organic & Inorganic Trace
Mineral Premix, Feed Acidifiers, Mould Inhibitors,
Mycotoxin Binders, Chromium based Growth Promoter,
Liver Nourishment Products. Additionally, we have
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introduced wide range of microencapsulated products for
dairy animals. Now, we cater to various segments of the
industry like poultry, dairy, aqua and pet food.

Revenue from this business was at ¥ 4,621 million during
the year as against ¥ 4,947 million in FY 2016, down 7%
YoY due to lower volumes in few products.

Globally, Jubilant Life Sciences enjoys a strong position
of trust and reliability with customers. Our facilities are in
compliance with the prominent best practices and possess
ISO, cGMP, FAMI-QS, FSSC: 22000, Kosher & Halal
certifications. We are associated with globally renowned
analytical equipment manufacturers for providing
nutritional services to our customers.

Vertically integrated value chain and low cost manufacturing
are our key competitive advantages. The green route
production with delivery of high quality product will help
us increase our market share in better margin segments
such as food, cosmetics and pharmaceuticals.

Life Science Chemicals

Life Science Chemicals business deals in Acetyl range of
organic intermediates like Acetic Anhydride, Ethyl Acetate,
Monochloroacetic Acid and Sodium Monochloroacetate.
We have optimised the manufacturing process over a
period of time, and thereby achieved optimum cost to
remain competitive in the market place. This has also
resulted in making us the largest producer and supplier
of these products in India since last few decades thereby
helping us to maintain global scale.

Revenue for FY 2017 stood at ¥ 13,088 million as
compared to ¥ 12,925 million in the previous year, up
1% YoY, due to enhanced volumes and firm pricing in our
key products. Our margins have been better on account of
low feedstock prices during the first half of the year. The
Rupee appreciation during the last quarter of the fiscal
also made a positive impact on our imports bill.

Acetic Anhydride as an intermediate finds use globally in
various different usage like pharmaceutical, agrochemical,
wood acetylation etc. The demand of Acetic Anhydride
has been growing consistently both domestically and
internationally and we are competitively placed to capture
this growth. We have strong enablers to succeed, with
competitive advantages such as backward integration,
reliable customer base and strong cost control from
continuous capacity debottlenecking.

Ethyl Acetate is a globally preferred green solvent by
pharmaceutical, packaging, printing and inks industry. We
are the market leader in India and enjoy a substantial share
in global market. During the year our capacity utilisation of
Ethyl Acetate has been better than last year due to better
market demand.

DRUG DISCOVERY SOLUTIONS
SEGMENT

We are engaged in discovering new chemical entities and
broader therapeutic platforms in this business. It comprises
3 subsidiaries Jubilant Biosys, Jubilant Chemsys and
JDS Malvern. We render services to pharmaceutical &
biotechnology companies and academic institutions at
the research and pre-clinical stages in therapeutic areas
such as Oncology, Metabolic Disorders, Central Nervous
System (CNS), and Pain & Inflammation.

We are seeking to add new customers by focusing on
therapeutic areas of interest to our clients leveraging our
integrated drug discovery expertise where our acumen
and capabilities in the emerging markets is an additional
advantage. Our core promise underlines cost effectiveness
and is backed by world-class research and development
facilities including a common Good Manufacturing
Practices (cGMP) facility that can undertake multi-kilogram
manufacturing for pre-clinical and clinical stages.

During FY 2017, revenues in the business were at
¥ 1,820 million as compared to ¥ 1,259 million in
FY 2016, up 45% YoY, primarily due to onboarding of new
customers and expansion of existing contracts.

We continue to invest in developing a portfolio of novel
assets which can be moneti ed through licensing to our
clients. During FY 2017 we out-licensed Novel BET
(Bromodomain and Extra Terminal) Inhibitors to Checkpoint
Therapeutics for an upfront payment of US$ 2 million and
contingent payment of US$ 180 million across various
milestones leading to commercialisation. During March
2017, Company has successfully delivered the Toxicology
milestone and the asset is progressing for Investigational
New Drug application (IND) filing. An additional asset
from the portfolio is under scientific due diligence by a
client.
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BUSINESS ENABLERS

Research & Development and Intellectual Property
Pharmaceuticals

At Jubilant, Research & Development (R&D) is the
manifestation of our belief in innovation and quality that
fuels our business aspirations. Diversely-qualified best-in-
class R&D scientists working cohesively in multi-located
state-of-the-art R&D centers spread in India, US and
Canada focus on delivering innovative, quality products
and platforms across value chain of pharmaceutical
research. Its key R&D centers support the execution of
business strategies. All multi-located dedicated R&Ds are
diversified but internally integrated to leverage knowledge
and innovation in allied scientific domains. Each R&D
has dedicated unit integrated with relevant business.
Company’s consistent endeavors to invest in R&D have
helped the Company to create a robust product pipeline
ensuring sustainable growth.

The multi-skilled R&D team specialised across value chain
of pharmaceuticals focuses on generics research including
APIs & across dosage forms, novel drug delivery systems
research, radiopharmaceuticals, allergenic extracts
research, drug discovery research, analytical research
and biological support including pharmacokinetics and
BA/BE research. R&D supports the activities of various
businesses through developing new breakthrough
products, process development, process intensification,
absorption of technologies and establishing technologies
at commercial scale. Our R&D thrives on 'green chemistry
culture' and has developed various environmental friendly
& disruptive technologies wherein many batch processes
have been replaced by continuous processes, incorporated
optimum atom efficiencies, recycling and reuse of solvents/
reagents/by-products targeting towards zero discharge of
effluents, removal/ substitution/ minimisation of hasardous
chemicals and replacing chemical processes with
enzymatic/ chemo catalysis processes.

We dedicate considerable resources to R&D in order to
develop new as well as improved products and processes,
which in turn create value for our customers. Our
Intellectual Property (IP) - enabled innovative R&D efforts
have helped us avoiding any intellectual property (IP)
disputes after developing outstanding designing around
capabilities around third party IP by identifying newer
opportunities, better understanding of emerging challenges,
developing alternative/innovative research strategies and
creating intellectual property which is well protected in
defined geographies of our business interests. Our efforts

have fructified into intellectual properties, which have
grown over the years creating a strong position in generic
pharmaceutical businesses in regulated markets.

We have evolved our production technologies including
specialised proprietary know-how over a period of time
with the help of R&D. We keep our options to licence-
in/licence-out  technologies/know-how to accelerate
businesses of interest.

The basic mission of R&D remains to enhance innovation
level, scientific efficiency and effectiveness in compliance
with Jubilant core values.

Life Science Ingredients

Research & Development is the lynchpin of innovation
and plays a vital role in developing and adopting
new technologies in the technologically intensive
pharmaceutical industry.

In Jubilant, a team of well qualified and experienced
professionals in R&D centers spread across multiple
locations are specialised across the value chain of chemical
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research, chemistry/ process development of advance
intermediates, fine ingredients and contract research. Our
R&D centers conform to international standards and are
well equipped with world-class infrastructure managed by
best-in-class manpower. Each R&D centre has dedicated
unit integrated with relevant business.

All multi-located dedicated R&D centers are diversified but
internally integrated to leverage knowledge and innovation
in allied scientific domains. Our R&D performance hinges
on the coherence and cohesiveness among multi-located
R&D centers where rapid exchange of knowledge takes
place to keep pace with competition and to develop
disruptive technologies for future. The R&D team focuses
on process intensification, absorption of technologies and
establishing technologies at commercial scale.

We develop new technologies at the lab scale and the
scientists and manufacturing engineers work in close co-
ordination to ensure parameters established during lab
development are within the determined design space
leading to seamless scale-up to commercial scale without
losing on the proficiency of the process with a lead-
time comparable to the best in the industry. Six Sigma
initiatives at plants and R&D support the adoption of
new technologies and enhancing the efficiencies of our
manufacturing plants to provide better services to our
customers.

Through our investment in R&D, together with our
implementation of management tools and strategies in
manufacturing, design and project management, we
continue to improve our cost competitiveness and quality
of production by improving the efficiency of our supply
chain management and developing better processes and
product development and manufacturing capacities to
reduce process inefficiencies, process variations, plant
inefficiencies, assets under-utilisation and the time
required for product and process development.

We continually develop new products that provide our
customers with better solutions for existing problems
and new solutions for emerging problems. This requires
us to expend significant effort on research, development,
manufacturing and marketing. To preserve the value of our
investment, we rely on the patent laws of the jurisdictions
where we do business. In addition, we need to continue
improve our production efficiency. Our production
technologies typically incorporate specialised proprietary
know-how. We have both developed intellectual property
internally and acquired intellectual property through
acquisitions. From time to time, we may grant licenses
to third parties to use our patents and know-how, and

Our R&D continues to lead
to new, innovative processes
and new knowledge-driven
products that increase the
efficiencies of our production
and allow us to capitalise on
opportunities for growth in
competitive markets

may obtain licenses from others to manufacture and sell
products using their technology and know-how.

We have designed a very successful R&D which continues
to ensure delivery of a sustainable pipeline of high-value
products. The Company’s R&D strategy is centered on
improving the speed and yield.

Our R&D continues to lead to new, innovative processes
and new knowledge-driven products that increase the
efficiencies of our production and allow us to capitalise on
opportunities for growth in competitive markets.

Our R&D efforts have helped us in avoiding any intellectual
property dispute by identifying newer opportunities,
better understanding of emerging challenges, developing
alternative/innovative research strategies and creating
intellectual property which is well protected in defined
geographies of our business interests

We have been conferred with various prestigious awards
nationally for R&D work.

Drug Discovery Solutions

FY 2017 was marked by the initial success on the
board’s vision on in-house innovation. The first ever
out-licensing deal was inked and execution was mostly
in the last financial year. The execution of IND support
demonstrated the end to end capabilities of Jubilant Drug
Discovery Solutions in various developmental areas like
Good Manufacturing Practices (GMP) manufacturing,
Good Laboratory Practice (GLP) toxicology studies etc. as
an extension of Drug Discovery capabilities built at Drug
Discovery Solutions. Jubilant Biosys also came up with the
new emerging capability in the area of immune-oncology
which boasts cutting edge discovery frontier in oncology
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Drug Discovery Solutions in Jubilant
is offering state-of-the-art capabilities
in small molecule discovery and pre-
clinical development. These include
Discovery Informatics, Molecular
Modeling, Structural Biology,
Medicinal Chemistry, in vitro Biology,
ADME, Pharmacology, Toxicology
and in-vivo efficacy.

research and was marked by acquisition of state of the art
instruments — some of them, first of their kind in India in
any industry.

Last year, Jubilant Biosys filed three patent application
(one PCT, one complete, and one provisional application)
and enabled filing of patents for the various clients. Besides
four research articles published in high impact journals
and conferences. The team also did some data disclosures
in various international and national conferences.

Drug Discovery Solutions in Jubilant is offering state-of-
the-art capabilities in small molecule discovery and pre-
clinical development. These include Discovery Informatics,
Molecular Modeling, Structural Biology, Medicinal
Chemistry, in vitro Biology, ADME, Pharmacology,
Toxicology and in-vivo efficacy. Our disease biology
expertise spans across multiple therapy areas including
oncology, metabolic disorders, neurological disorders and
inflammation.  Drug discovery at Jubilant is driven by
the passion of its personnel to provide affordable drugs to
the patients worldwide in areas of unmet need. Jubilant
scientists collaborate across technology and therapeutic
platforms to identify and validate novel small molecules and
platforms that will enable first or best in class healthcare
efforts of our collaborators. The competence of this team
has been demonstrated by the progression of molecules
to candidates starting from targets in a span of three
years. Jubilant’s ISO 27001-certified facility is designed
to firewall collaborations for scientific, operational and
data exclusivity. Working with Jubilant not only offers a
significant cost advantage, but also provides access to the
expertise of scientists trained in leading global universities
and pharmaceutical companies.

Manufacturing

Jubilant Life Sciences is environmentally conscious
and has been a good corporate citizen. Taking forward the
initiatives of previous year and identifying new initiatives
throughout the year in capacity enhancements, capability
improvements, costs, production efficiencies, Environment,
Health and Safety (EHS), Team Manufacturing has been
pivotal in contributing to the EBITDA growth of the
organisation in a volatile world market. Manufacturing
strategy driven Process Innovation, Manufacturing
Excellence, high levels of Automation, Business Excellence
initiatives towards cost saving, efficiency improvements and
intensive focus on EHS and Natural Resource Conservation
has enabled the Company to save on operating costs and
improve the overall statutory and regulatory compliances.
Energy conservation efforts have been intensified during
the year and will be carried forward more aggressively in
the coming years.

With the active support of Manufacturing, most of our
businesses saw a reasonable EBITDA improvement, led
by enhancement of capacities, reduction of ingredient and
energy consumptions and better yields across all the plants.
Ingredients Norms reduction has yielded considerable
cost savings in all the manufacturing locations. Business,
Manufacturing & Engineering excellence initiatives
have resulted in improvement of the Plant Efficiencies,
Asset reliability improvements and Manpower efficiency
improvements.

Jubilant Life Sciences Limited has led from the front
and matched the pace by setting industry benchmarks
for due care to the environment and improvement of the
environment. Following the approach of triple bottom line
(Environment, Economic and Social) factors and adopting
the same as a part of the overall Company strategy,
the Company has marched ahead towards creating a
Sustainable Environment and has achieved the coveted
Responsible Care RC14001:2013 certification for
Corporate Office at Noida, Uttar Pradesh, India and plant
at Gajraula, Uttar Pradesh, India under the American
Chemical Council’s (ACC) Responsible Care ® programme
and ISO 50001 certification for Energy Management
System in Bharuch Plant, Gujarat, India.

Reduction in Utility (Steam, Power & fuel) consumption
has been the focus area throughout the year for the
continuous process plants. Parallel reduction in generation
of waste and recycling of industrial and sewage effluents
has been carried out to reduce the environmental load.
Social initiatives have been focused in and around
environmental improvement. Our Life Science Ingredients
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plants are equipped with adequate energy measurement
systems, energy saving equipment / devices like Variable
Frequency Drive (VFDs) and adopted latest technologies.
Other measures related to environment protection and
energy conservation Initiatives including natural resource
conservation initiatives have been aggressively pursued.
The Gajraula and Ambernath facilities have achieved
zero liquid discharge and has adopted new technologies
and spent considerable resources for the same. Other
facilities have also planned for ZLD which is planned for
implementation within the shortest possible time.

Jubilant is committed to improving the health and quality
of people’s lives worldwide. Maintaining high and uniform
quality standards across our facilities, with emphasis on
compliance to regulations, Good Practices (GXP’s) and
continuous improvement are key drivers for ensuring
consistent manufacturing of quality pharmaceutical
products. At Jubilant, senior leadership and all employees
at all levels are committed to maintaining quality
throughout our organisation. Quality is the responsibility
of every team member. Jubilant ensures compliance by
continuous assessment and review of quality systems, and
compliance with industry guidelines and regulations.

In the financial year 2017, all the five manufacturing
facilities in our Pharmaceuticals segment i.e. two in India
and three in North America were successfully audited by
the US FDA. All manufacturing and APIs facility in Jubilant
are compliant with respect to applicable regulations and
have successfully undergone inspections by the US FDA.
All manufacturing facilities did not receive any major
observations and Establishment Inspection Reports
(EIR’s) were received or pending for all facilities, indicating
successful closure of these inspections.

In addition, Jubilant’'s manufacturing facilities have
undergone successful audits by various regulatory

agencies from Health Canada, PMDA Japan, MHRA etc.
The inspections have confirmed that Jubilant’s facilities
are compliant with the expected regulatory standards
to ensure consistent supply of quality pharmaceutical
products across advanced regulated markets.

Jubilant has invested significantly in electronic quality,
manufacturing and training systems with the objective of
embracing the latest technology for harmonisation of key
global quality systems and training of its’ employees. This
is backed by the strong belief that “People are our number
one asset”, employee development, talent succession and
career planning, which has a sustained & focused effort
at the manufacturing locations. Productivity improvement
tools and techniques have been implemented at all
locations. Leadership development programs have been
provided from premier management institutes to take
Jubilant to another benchmark level.

To achieve greater heights and deliver right quality product
in time, Manufacturing continues to act as a support and
catalyst for the organisation. To reinforce the confidence
on our world class processes and management systems,
the company has been certified by various international
agencies in the following areas:

Gajraula, Nira, Savli and Bharuch plants are certified for
Integrated Management systems (ISO 9001, I1ISO 14001
& OHSAS 18001) by Det Norkse Veritas.

Animal Nutrition Unit at Savli and Vitamins plant at
Bharuch is certified for FAMI-QS Code Version 5.1 in Feed
Safety Management System.

Vitamins Plant of Bharuch is certified to Kosher, Halal-
India, Halal-Malaysia, Halal Indonesia, FSSC 22000
(Global Food Safety) Compliance, HACCP (Hazard Analysis
and Critical Control Points) and GMP (Good Manufacturing
Practices)

Gajraula Quality Control Laboratory has also been
accredited by National Accreditation Board for Testing
and Calibration Laboratories (NABL) for chemical testing
in accordance with the ISO/ IEC 17025:2005. Gajraula.

* Gajraula manufacturing facility has been Kosher
approved for 9 core products in the Fine Ingredient
business and also Halal certified for 8 core products

e The Carbon Dioxide manufacturing facility at Gajraula
has been certified for FSSC 22000:2005 also against
TS22002-01:2009 (Food Safety System Certification)
for production and dispatch of food grade Carbon
Dioxide for beverages. This facility is also approved
by FSSAI.

* Nira Ethyl Acetate and Acetic Anhydride manufacturing
facility has been recommended for Food Safety System
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Certification (FSSC) ISO 22000:2005 for production
and dispatch of these food grade products

e Glacial Acetic Acid from Nira has been recommended
to FSSC /ISO 22000 : 2005 for storage and supply of
food grade Acetic Acid.

* Manufacturing facility at Nira has been Kosher
approved for four products i.e. Ethyl Acetate, Acetic
Acid, Acetic Anhydride and Ethyl Alcohol. The facility
is also Halal Certified for Acetic Anhydride, Ethyl
Acetate and Acetic Acid.

Supply Chain
Pharmaceuticals

For Supply Chain the year FY 2017 was one of the
challenging and enthusiastic years. Supply Chain was
actively involved in timely execution of many capacity
expansion projects. We have migrated from Baan ERP
system to SAP. Though the implementation of SAP was a
challenging task, the team was successful in implementing
and expediting go-live as per plan. This is one of the
milestones in transforming ourselves to a cutting edge
Management Information System (MIS) enabling access
to real time data thus helping Supply Chain Management
(SCM) in effective decision making.

During the year, overall spend had gone through both
positives and negative phases and during the second half
of the year market witnessed a surge in crude oil prices
and demand - supply gap for major solvents across the
globe. This was a major challenge for SCM to keep spend
within the budget. By leveraging on strategic negotiation,
alternate vendor development and entering into long
term contracts we ensured business continuity and also
mitigated the negative purchase price variances.

Initiatives like outsourcing the Advance Intermediates
helped in releasing in house capacities and generating
more sales revenue. Consolidation of spend with other
businesses helped us in achieving saving and better
service levels to internal customers.

In the Year 2016-17 SCM has coordinated and supported
the timely filing of new DMFs which are critical for
business growth, plant expansion projects were taken
up and completed on time during the year successfully
through excellent coordination and delivery adherence.

Inourjourney of excellence, our key focus during these years
has been de-risking of single sourced items and reducing
our dependency on China for raw material procurement
due to cost escalation and environmental challenges faced
there. Compared to previous year, we were successful in
reducing the China dependency to a large extent. Plans

are in place to come out of this dependency by outsourcing
model developing our own processes.

Many green supply chain initiatives were taken like
disposing of solid waste and spent solvents to cement
industry thereby reducing burden on land filling. Usage of
Bio-Diesel as a boiler fuel. Power trading through Indian
Energy Exchange (IEX) giving good savings.

Life Science Ingredients

The year FY 2017 was very challenging and engaging for
Supply Chain in Life Science Ingredients. Supply Chain
was actively involved in timely execution of many capacity
expansion projects of the business. Our continued focus
on consolidation of spend has helped us in reduction of
buying cost and improvement in service levels to internal
customers.

In line to our objective of being the best in class Supply
Chain, we have been constantly working towards initiatives
that help us achieve our goals directly or indirectly. We
have started leveraging the power of data analytics that
has helped us in consolidation of logistics spend across
the globe and Maintenance, Repair and Operations (MRO)
spends across all plant sites bringing in significant bottom
line impact. We make sure that we de-risk our Supply
Chain across categories and this year, logistics has been
one of the key beneficiaries of our de-risking strategy with
the introduction of a new rail operator. The Supply Chain
organisation has become leaner while empowering the
team with added responsibilities.

In year FY 2017, the market witnessed turbulent crude oil
prices leading to a lot of volatility in the commodity price
and freights. It was our endeavor to strategise the buying
policies and leverage the market scenarios to reduce the
negative impact of this turbulence on the overall Supply
Chain efficiency.
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As a part of our continuous improvement philosophy,
Jubilant Life Sciences Limited in collaboration with a
consultant launched an engagement to review the entire
supply chain efficiency and support in cost reduction
initiatives. A flawless execution and closure of the project
helped us achieve significant savings over the last financial
year. Market competitive business models were used with
rigorous benchmarking of pricing, margins and cost across
competition.

Going forward, we shall continue to target and achieve
higher levels of efficiency across categories with a primary
focus in the area of raw material and logistics while
ensuring delivery of value to our end customer.

Drug Discovery Solutions

During FY 2017, Supply Chain continued to manage
with lean staff and better work-defined break structures.
Consolidation of rate contracts for supplies and services
across Jubilant, efficient inventory management and
linking customer demands to available budgets has brought
in increased savings; adding value to the actual spend.
Emphasis was laid on vendor performance evaluation
leading to much better feedback loop comprising of
assessing parameters like quality, economic cost and
reliability analysis. Process excellence plans were also
implemented by selecting process control elements at
all levels, precisely aligning to the Information Systems
(IS). Persistent road blocks due to increased scrutiny at
Customs for imports that posed unexpected challenges
were learnt and advance plans were made to moderate
the purchase flow. Besides other efforts, increased vendor
base on domestic front improved the Turn Around Time
(TAT) leading to improved project life cycles.

As we step into another year with ample challenges
driven by Goods and Services Tax (GST) roll-out, Supply
Chain continues to strive to benchmark compliance as an
essential component, thereby keeping existing attributes
intact.

Business Excellence
Pharmaceuticals and Life Science Ingredients

Business Excellence strives to create a culture of excellence
in the organisation by continuously seeking to enhance
Jubilant’'s people, processes and system capabilities.
Business Excellence function, with latest transformation
methodologies is proactively creating the framework for
new improvement strategies which drives the competitive
advantage backed by a strong execution mechanism and
capability.

We have extended Business
Excellence initiatives to
Supply Chain and other
functions as well through
Lean Supply Chain, Lean
Operation & Lean Office
methodology.

Over the past years a very strong foundation of using
these improvement techniques in operations has been
made. Projects dealing with productivity, cost, efficiency,
quality improvements and capacity enhancements have
significantly added to the bottom-line of the Company.

While sustaining and enhancement of these gains are
being done in operations, we have extended Business
Excellence initiatives to Supply Chain and other functions
as well through Lean Supply Chain, Lean Operation &
Lean Office methodology. This includes Inventory and
cost optimisation projects in Supply Chain, Process lead
time reductions and standardisation in Human Resources
(HR), Information Technology (IT), Finance, Research &
Development (R&D) and Procurement processes. The
Business Excellence organisation is being reorganised
to improve effectiveness by inclusion of relevant Subject
Matter Experts (SMEs).

At the same time, we continue to build Continuous
Improvement DNA in the organisation through Total
Productive Maintenance (TPM) practice, Lean Six Sigma
Certifications and the ‘Sankalp’ initiative. These initiatives
have contributed significantly to the improvement projects
and added values at the sites on a quality, cost & delivery.
TPM practice and plant performance evaluation through
Overall Process Effectiveness (OPE) measurement at
the sites have improved the efficiency. The Certification
programme has been extended to include champion and
black belt certifications so as to include top management
participation. The 'Sankalp' initiative has been extended
vigorously to all sites.

Continuous calibration is essential. Keeping stakeholders’
expectations, Business Excellence is building compre-
hensive plans for sharing of best practices, benchmarking
and participation in competitions — both internal and
external.
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Our vision is to build a world class business excellence
management system to create value for the organisation
through a culture of continuous improvement.

Drug Discovery Solutions

Last financial year has been a year of some major
initiatives on Business Excellence fronts to improve upon
various functions within Drug Discovery Solutions (DDS)
to the next level. At DDS we believe that the scientific
services organisation can only excel by creating a culture
of excellence in the organisation by continuously seeking
to enhance people, processes and systems.

Initiatives on the Supply Chain front included inventory and
cost optimisation projects, harmonisation of contracts for
products and services areas Jubilant lead to the significant
reduction on TAT to the internal customers which in turn
improved the prompt delivery to the clients.

At DDS, much like the parent organisation, continuous
improvement is the mantra and with the induction of
seven new green belts we have a larger project on hand to
add to this process in the current year.

Human Resource Management

Our employees are pivotal to the success of our company
and play a central role in ensuring sustainable business
growth and future readiness. As on March 31, 2017
we provide employment to over 6500 employees across
various businesses and functions globally.

We foster a work environment and culture where we live
Our Values: Inspire Confidence, Nurture Innovation, Always
Stretch, and Excellent Quality. We constantly endeavour to
make Jubilant Life Sciences one of the best places to work
as we live Our Promise of Caring, Sharing, Growing. We
actively create and foster a performance-oriented culture,
which stands on the foundation of meritocracy.

Our philosophy of continuous growth and development of
all our employees is reinforced by the learning opportunities
that are made available to all our employees . We continue
to make investments in varied learning platforms, which
are contemporary and digitally enabled.

AtJubilant,employees experience openness, empowerment
and transparency, which fosters their creativity, and enable
them to perform to their potential. Our employees are
actively encouraged to participate, contribute and share
their opinions through employee engagement surveys,
town halls and open houses which are conducted at
regular frequency.

Since building a robust leadership pipeline is critical to our
success, we ensure that continuous investments are made
in leadership capability building around our leadership
competency framework. The leadership competencies form
the bedrock of our talent management and development
agenda and is integrated into all the assessment tools,
development programs and engagement initiatives.
Development is inclusive and learning continuum of
programs based on the role and competencies required
are offered to employees. Action Learning projects are an
integral part of the learning plan for key talent. We also
engage with and hire from identified leading campuses to
have a steady infusion of fresh talent thereby creating a
strong talent pipeline.

Today’s fast paced business changes make it imperative
to focus on forward looking and futuristic systems and
applications. As a step towards this, we have integrated
PeopleSoft based Human Resource Information Systems
(HRIS) across all our locations and entities across the
globe. The HRIS system is designed to cover all key HR
processes — Performance Management, Recruitment,
Training & Development, Profile & Position Management,
Career & Succession Planning and Compensation &
Benefits, and we continue to make improvements in this
system.

We encourage a culture of appreciation and recognition
through our well established recognition platforms. Our
policies and processes are contemporary and the benefits
offered to our employees are the best in class.

Ourfocus on governance is uncompromising and adherence
to the code of conduct and fair business practices is non
negotiable. We provide equal employment opportunity
and follow fairness as a fundamental guiding principle for
all our actions and decisions.
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INTERNAL CONTROL SYSTEMS
AND RISK MANAGEMENT

Risk-taking is an inherent trait of any enterprise. It is es-
sential for growth or creation of value in a company. At the
same time, it is important that the risks are properly man-
aged and controlled, so that the Company can achieve its
objectives effectively and efficiently.

Internal Financial Control Framework

Section 134(5)(e) of the Companies Act, 2013 requires
a company to lay down Internal Financial Controls
(IFC) system and to ensure that these are adequate and
operating effectively. Internal Financial Controls, here,
means the policy and procedure adopted by the company
for ensuring the orderly and efficient conduct of its
business including adherence to company’s policies, the
safeguarding of its assets, the prevention and detection of
frauds and errors, the accuracy and completeness of the
accounting records and the timely preparation of reliable
financial information.

The above requirement has the following elements:
1. Orderly and efficient conduct of business
Safeguarding of its assets

Adherence to company’s policies

Prevention and detection of frauds and errors

SAE A

Accuracy and completeness of the accounting
records and timely preparation of reliable financial
information

At Jubilant Life Sciences Limited, the Internal Financial
Controls system has been established and incorporates
all the five elements as mentioned above. In addition,
the Company has a transparent framework for periodic
evaluation of the Internal Financial Controls in the form
of internal audit exercise carried out through the year and
online controls self-assessment through Controls Manager
Software, thereby reinforcing the commitment to adopt
best corporate governance practices.

Policy and procedure adopted by the Company to adhere
to IFC elements is given below:

Orderly and Efficient Conduct of Business

The Company has a well laid down organisational structure
which defines the authority-responsibility relationship. The
Company has a formal financial planning and budgeting
system encompassing short term as well as long term
planning. In order to ensure that decisions are made and

action taken at an appropriate level, the Board of Directors
of the Company has formulated the Delegation of Authority
which has been designed to ensure that there is judicious
balance of authority and responsibility. The adherence to
Delegation of Authority is part of Internal Audit Plan. The
Company also has a risk management framework which
has been discussed under the heading 'Our Vision on Risk
Management'.

Compliance with respect to various statutes, rules and
regulations applicable to the Company is managed
by Secretarial Department. Status of compliance is
governed through an intranet based application ‘Statutory
Compliance Reporting System’ (SCRS). Respective control
owners certify the compliances on a quarterly basis in
SCRS and a compliance report is prepared through SCRS.
The objective of the SCRS certification is to ensure that
the compliances are effectively managed and controlled
and that they support the Company’s business objectives
and corporate policy requirements.

Safeguarding of its Assets

The Company has taken an all industrial risk policy for
all of its plants as well as Corporate Office to safeguard
its assets. The Company also carries out a physical
verification of its assets.

Adherence to the Company’s Policies

The Company has two tier policies and procedures viz.
Entity Level Controls and Process Level Controls. The
entity level controls include a comprehensive Code of
Conduct. The Company also has a Whistle Blower Policy
and any employee of the Company can directly write to
the Ombudsman. We also have process level controls
which cover a wide range of key operating financial and
compliance related areas like Accounting, Order to Cash,
Procurement to Payment, Inventory and Production,

The Company has a well
laid down organisational
structure which defines
the authority-responsibility
relationship. The Company
has formal financial
planning.
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Treasury, Legal, Forex, Fixed Assets, Direct and Indirect
Tax, R&D, ITGC etc.

Self-assessment certification of controls is being done by
the Control Owners through a verifiable and transparent
process and such certification is reinforced by Activity and
Location Owners, as they give in-principle approval to the
self-assessment by the Control Owners. Result of Controls
Manager certification is prepared and presented to the
audit committee every quarter by the Chief Financial
Officer (CFO) for exception review.

Controls certification is also being validated by the in-
house team through review of the assertions certified
by the Control Owners on sample basis regularly across
business units, plants, branches and corporate office and
validation results of Controls Manager certification are
prepared and presented annually to the audit committee.

The above policies are periodically reviewed and refreshed
in line with the changes in business and regulatory
requirements.

The Audit Committee, on a quarterly and annual basis,
reviews the adequacy and effectiveness of the internal
controls being exercised by various business and support
functions.

Prevention and Detection of Frauds and Errors

Due to the presence of strong Code of Conduct and Whistle
Blower Policy, it is generally expected that serious frauds
will not take place. In order to prevent and detect frauds
and errors, perpetual internal audit activity is carried out
by Ernst & Young LLP. Action points and suggestions made
by them are discussed in Sub-Audit Committee meeting
before presenting the same to the Audit Committee.
Subsequently, follow-up audits are also carried out by in-
house internal audit team to ensure implementation of the
suggestions. In addition, special audits are carried out by
the in-house audit team in areas that may be vulnerable
to fraud.

To make the Internal
Financial Controls
framework robust,
we have worked on
three lines of defense
strategy.

Accuracy and Completeness of the Accounting
Records and Timely Preparation of Reliable Financial
Information

The Company has a well-documented Accounting Manual.
The Accounting Manual contains detailed guidelines
on all aspects of accounting this helps in ensuring that
the accounts and finance team is well updated on the
accounting requirements. Financial consolidation is
carried out through an Enterprise Resource Planning
system called Hyperion thereby minimising the chances
of manual errors. The financial information is verified
by the statutory auditors on a periodic basis as per the
requirements of Companies Act, 2013, Securities and
Exchange Board of India (SEBI) (Listing Obligations and
Disclosure Requirements) Regulations, 2015 (the ‘Listing
Regulations’), ICAI guidelines, etc. The Company provides
structured training to the accounts and finance team on a
wide range of topics covering Ind AS (Indian Accounting
Standards), IFRS (International Financial Reporting
Standards), Companies Act, 2013, Direct & Indirect taxes,
etc. through in-house & outside experts.

Implementation of Internal Financial Controls

To compete globally, world class Corporate Governance
and Financial Control over operations are a must for the
Company. The Internal Financial Controls as mandated
by the Companies Act, not only require a certification
from CEO-CFO but also put an obligation on the Board
of Directors to ensure that the Internal Financial Controls
are adequate and operating effectively. Besides this, the
Statutory Auditors are also required to give an opinion on
the adequacy and effectiveness of Internal Controls over
Financial Reporting (ICFR).

To make the Internal Financial Controls framework robust,
we have worked on three lines of defence strategy which
is as under:

e First Line of Defence: Build internal controls into
operating processes — To this end, we have ensured that
a detailed Delegation of Authority is issued, Standard
Operating Procedures (SOPs) for the processes are
created, financial decision making is done through
Committees, IT controls are built into the processes,
segregation of duties is done, strong budgetary control
framework exists, the Entity level controls including
Code of Conduct, Ombudsman Office are put in place,
etc.

e Second Line of Defence: Create an efficient review
mechanism — We created a review mechanism
under which all the business units and functions are
reviewed for performance at least once in a month
by the respective CEOs and once in a quarter, by
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the corporate team. The formats for these reviews
are detailed and finalised with the help of global
consulting firms.

e Third Line of Defence: Independent assurance —
We have appointed a Big Four firm as our internal
auditors to perform systematic independent audit of
every aspect of the business to provide independent
assurance on the effectiveness of the internal controls
and highlight the gaps for continuous improvement.

We have implemented a program under which more than
2,000 financial controls are established and certified
on a quarterly basis by the relevant process owners
before the financial results are closed for the quarter. A
quarterly certification process is maintained through a
work flow based IT tool called ‘Controls Manager’ and this
certification is the basis of the ‘CEO-CFO certification’ of
internal controls as per Regulation 17(8) of the Securities
and Exchange Board of India (Listing Obligations and
Disclosure Requirements) Regulations, 2015 (the ‘Listing
Regulations’)

The Company regularly updates the control library and
Risk and Control Matrix. The exercise of review of controls
was conducted during the year by in-house process owners
with the help of a Big Four firm. The revised control
framework after such review was tested for operational
effectiveness by the Statutory Auditors and they have
given an affirmative opinion about the adequacy and
effectiveness of Internal Controls for Financial Reporting
in the Company.

The Company has three business segments namely
a) Pharmaceuticals b) Life Science Ingredients and c)
Drug Discovery Solutions. Each segment has a complete
management set up with CEO, CFO and other functional
heads who are responsible for running the operations
and report to the Chairman/ Co-Chairman and Managing
Director (CCMD) and the Corporate Committee.

To improve the controls in operations, we have established,
for each line of business, the concept of financial decision
making through operational committees. The entire
Purchase, Credit Control and Capital Expenditure decisions
are taken jointly in committees. The key roles of these
business committees are as under:

e Purchase Committee which ensures high quality
purchases at economical cost and maintains reliability
of supplies from reputed suppliers with long-term
relationships. This committee includes CEO, CFO,
Head of Supply Chain and the relevant SBU (Strategic
Business Unit) / Functional head.

e Capex Committee which ensures cost reduction with
proper negotiation and monitors time & cost overrun.
This committee includes CEO, CFO, Head of Project,
Head of Supply Chain and the relevant SBU head/
Functional head.

e Credit Committee which evaluates the credit risk and
approves the maximum credit which can be provided
to a customer. This committee approves the credit
limits at the beginning of the year and is empowered to
make changes as and when required. This committee
includes CFO, CEO and the SBU head.

e Business Performance Committee which reviews
the business performance on a monthly basis. This
committee includes CEO, CFO, Functional heads and
the relevant SBU head.

In addition to the above, to maintain periodic review and
control, we have a structured weekly meeting between
the corporate team and the business leadership team.
Through this meeting, the corporate team keeps itself
abreast of the latest business developments and guides
the business team to undertake mid-course corrections, if
required. This meeting also provides a forum for obtaining
the relevant approvals required from the Corporate team
as per Delegation of Authority. Participants at this meeting
are Chairman/ CCMD/ Executive Directors/ Chief Scientific
Officer from Corporate side and CEOs and CFOs from the
Business side.

Further, a detailed quarterly review of the business
performance with the Chairman/ CCMD and the Corporate
Committee is organised to identify any gaps in performance
and to consider mid-course corrections.

Our Vision on Risk Management

To establish and maintain enterprise wide risk management
capabilities for active monitoring and mitigation of
organisational risks on a continuous and sustainable
basis.

Risk Management Strategy

The Company has a strong risk management framework
that enables regular and active monitoring of business
activities for identification, assessment and mitigation
of potential internal or external risks. The Company has
established processes and guidelines, along with a strong
overview and monitoring system at the Board and senior
management levels.

Our senior management team sets the overall tone for risk
minimisation culture through defined and communicated
corporate values, clearly assigned risk mitigation
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responsibilities and appropriately delegated authority. We
have laid down procedures to inform Board members about
the risk assessment and risk minimisation procedures. As
an organisation, we promote strong ethical values and
high levels of integrity in all our activities, which by itself
significantly mitigates risk.

Risk Management Structure

Our risk management structure comprises the Board
of Directors and Audit Committee at the Apex Level,
supported by Executive Directors (EDs), Chief Executive
Officers (CEOs), Business Chief Financial Officers (CFOs),
Functional Heads, Strategic Business Unit Heads and
Head of Management Assurance function. As risk
owners, the Heads are entrusted with the responsibility
of identification and monitoring of risks. These are then
discussed and deliberated at various review forums
chaired by the Executive Directors & CEOs and actions are
drawn upon. Progress against the risk management plan
is periodically monitored.

The Audit Committee, Executive Directors, CEOs, CFOs
and Head of Management Assurance act as a governing
body to monitor the effectiveness of the Internal Financial
Controls framework.

Risk Mitigation Methodology

The Company has a comprehensive internal audit plan
and a robust Enterprise Risk Management (ERM) exercise
which helps to identify risks at an early stage and take
appropriate steps to mitigate the same.

Each SBU Head updates the risk register and identifies top
3 to b risks for the business. The CEOs then consolidate
top 10 risks of the Life Science Ingredients segment
and report the same on a periodic basis to the Board of
Directors along with mitigation plan.

The Company has a quarterly certification process
wherein, the concerned control/ process owners certify the
correctness of entity level and process level controls. The
certification process has been in operation for more than
10 years and covers over 2,000 controls. The process
level controls cover a wide variety of key operating,
financial and compliance related areas while entity level
controls cover integrity and ethical values, adequacy of
audit and control mechanism and effectiveness of internal
and external communication, thereby, strengthening the
internal financial control systems and processes with clear
documentation on key control points. This has made our
internal controls and processes stronger and also serves as
the basis for compliance with the provisions of the ‘Listing
Regulations’.

Management’s Assessment of Risk

The Company identifies and evaluates several risk factors
and draws out appropriate mitigation plans associated with
the same. Some of the key risks affecting its businesses
are laid out below:

Competition, Cost Competitiveness & Pricing

In Pharmaceuticals segment, dependency on Chinese
suppliers for import of raw materials may lead to import
disruptions, short supplies and production bottlenecks
due to unforeseen changes in government regulations and
economic policies of China.

The Company is making efforts to create newer alternative
sources of raw material supplies. Continuous tracking of
market trends is done by the procurement team for keeping
adequate inventory levels to avoid any shortages.

The pharmaceutical industry is highly competitive and
is affected by new technologies, new developments,
government regulations, healthcare legislation, availability
of financing and other factors. Many of our competitors
have longer operating history and substantially greater
financial, research and development, marketing and other
resources than us. As a generic pharmaceutical supplier,
we compete with branded products, as well as generic
pharmaceutical companies supplying other bioequivalent
products.

The Company faces intense competition from other
pharmaceutical companies in North America and in India
and introduction of new products by competitors may
impair the Company’s competitive advantage and lead to
decline in revenue and profit.

Like most other companies, in Pharmaceuticals segment,
the Company is subject to pricing pressure. Prices
are a function of demand and supply. The Company
faces nearly perfect competition in the generic drugs
industry. Prices change in response to supply and other
competitive forces. Domestic pricing is influenced by
global trends in both availability and prices of imported
Active Pharmaceutical Ingredients (APIs). With respect to
our Contract Manufacturing of Sterile Injectables business,
the market is competitive and companies often use pricing
as a differentiator from their competitors.

The US market is undergoing structural changes with
supply chain consolidation and delay in Abbreviated
New Drug Application (ANDA) approvals affecting the
industry. We have adopted a multi-pronged approach to
grow our business in this market. Apart from our regular
filings of oral solid products, we are planning to file more
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We have adopted a multi-pronged
approach to grow our business in the
US market. Apart from our regular
filings of oral solid products, we

are planning to file more Complex
Products including Injectables,
Ophthalmics, leveraging our strength
in sterile manufacturing.

complex products including Injectables, Ophthalmics,
leveraging our strength in sterile manufacturing. Some
pharmaceutical companies with noticeable presence in
particular segments which are in greater demand are able
to differentiate themselves as they offer a higher value
proposition.

Our competitors in APIs and Solid Dosage Formulations
include other pharmaceutical companies that develop
or may develop products within the same therapeutic
areas as our current and future products, such as major
pharmaceutical and chemical companies, specialised
contract research organisations, R&D firms, universities
and other research institutions.

In order to combat the risk of rising competition and
to ensure that cost competitiveness is maintained, the
company continues to explore all options viz.

* In Pharmaceuticals segment, new products continue
to get launched by experienced and talented R&D
teams which work to deliver on the marketing strategy
by developing new cost effective processes/ products
to meet customer demand and build market share.

e For some of its generic formulations, the Company
has captive manufacturing of APIs to ensure timely
material availability and effective cost control to focus
on improving profit margins.

* In Pharmaceuticals segment, the Company is able
to manage pricing pressure and focus on quality
assurance to minimise the possibilities of
commoditisation. The in-house R&D team is striving
to develop cost effective products by redefining the
production process.

e The competitive strengths of our manufacturing
expertise across different businesses of our
Pharmaceuticals segment along with our market
lead in North America in sterile vial manufacturing

and active relationships with global pharmaceutical
companies allow us to compete effectively against our
competitors.

In Life Science Ingredients segment, a significant share
of the Company’s business comes from exports, it faces
stiff competition from both domestic and international
markets.

Manufacturers in China, who gain from economies of
scale, favourable policies, and lower cost along with other
advantages, may adversely affect the Company’s ability
to maintain its market leadership, achieving its planned
growth and generating planned margins.

Additional risk of competition exists in the form of certain
competitors being suppliers of core raw materials for Life
Science Chemicals business, new entrants resorting to
penetration pricing to make inroads, strategy by Chinese
manufacturers to initiate price wars with local players
amongst others and excess capacity which can force a
decrease in prices and consequently affect margins.

In Pyridine, which is a part of the Advance Intermediates
business, the Company has been facing competition
from China due to excess capacity. However over the
last few months, Chinese environmental authorities have
increased the pressure on manufacturers in terms of
effluent management compliances. Due to this, most of
the Pyridine manufacturers have adjusted their Pyridine
output to stay within compliance norms. Correspondingly,
Beta Picoline output has also been affected, resulting in
lower availability of Pyridine as well as Beta Picoline in the
market. This has led to an increase in prices across the
Beta Picoline value chain.

Fine Ingredients (FI) business faces significant
competition from Chinese players both in the Indian as
well as international markets. The slight benefit due to
firming up of Pyridine prices is offset by the proliferation
of new players in the Chinese Fine Ingredients market.
The competition has further intensified due to the entry of
Pyridine manufacturers in the downstream Fl market. At
the same time, China has significant advantages in terms
of excess capacity, low cost capital and availability of raw
materials. This poses a risk of downward pressure on the
prices of Fl products and may lead to supply of material
at low prices by Chinese companies in Indian market
adversely affecting the Company’s market share. The
Company recognises the risk and has engaged in proactive
mitigation by doing continuous improvement in processes,
promoting our products into new applications, entering
into long term contracts with customers and maximising
the utilisation of existing assets to improve margins.
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In Vitamin B3 market, capacity far exceeds demand and
there has been emergence of new vertically integrated
competitors. This could result in downward pressure on
Vitamin B3 pricing if these players resort to aggressive
pricing to gain market share, however their capacity
utilisation is restricted by availability of critical raw
material Beta Picoline, which is evident from current
market situation where Beta Picoline availability is low. The
Company plans to mitigate this risk by focusing business
efforts towards more profitable market applications which
are less price sensitive.

As this is a 100% export oriented business, there is risk
to profitability if the Indian Rupee appreciates against
US Dollar or Euro. The Company manages its Foreign
Exchange Risks suitably.

In Animal Nutrition business, the Company sold its products
at higher prices in comparison to the last financial year.
However, stiff competition and over supply continued to
exert downward pressure on prices of broiler and eggs,
leading to unpredictable price trends in domestic poultry
market during the vyear. Introducing more innovative
performance enhancer products and diversification to
other species’ feed markets such as Dairy and Aqua are
primary risk mitigation measures being undertaken.

The Company has encountered stiff competition in Crop
Science Ingredients business as global agrochemicals
marketisinadownturn, which hasresulted in lowerdemand
and lower prices of our products. In order to mitigate the
risk, we have decided to strategically manufacture new
value added products and expand the exclusive synthesis
product portfolio for global agrochemical customers.

Through the Ethanol business, the Company participated in
ethanol supply tender, issued by Oil Marketing Companies
(OMCs), by successful and timely completion of the
installation of new assets. However price revisions based
on Government’s new policy have impacted the business
margins. In order to mitigate this risk, the Company has
been making representations to the Government of India
along with other industry bodies/associations seeking
modifications in policy so as to make the business more
viable to motivate industry to support the “Ethanol
Blending Program (EBP)"of Government of India.

In order to combat the risk of rising competition and
to ensure that cost competitiveness is maintained, the
company continues to explore all options viz.

e Increasing penetration in other geographies and
strengthening our supply position with our existing
strategic customers through competitive offering
to achieve a higher share of customers’ business.
Wherever feasible, the Company enters into long term

contracts with volume commitments and prices which
are linked to key input material prices to mitigate
risks.

e Building long term relationships with key customers
by offering improved quality and service experience.
Passing on the increase in raw material prices to
customers on the strength of excellent customer
relationships and sales & distribution network.

e Building economies of scale in manufacturing,
distribution channel and procurement to maintain
cost advantage and sustained entry barrier.

e Introducing cost improvement initiatives and
manufacturing efficiency improvement plans at plants
by undertaking projects under Business Excellence
programme and by applying many tools and techniques
like Lean, Six Sigma and Total Productive Maintenance
(TPM) etc. Developing economical alternatives and
re-engineering costs to counter increase in input cost.
Cost optimisation helps in countering international
competition.

e Significant R&D has been done to improve raw material
and utility consumption and increase manufacturing
efficiency.

e Developing external manufacturing facilities to make
the products expeditiously and at lower cost.

e Developing new suppliers to mitigate the risk of higher
input prices and non-availability of raw material in
time. Micro level planning of inventory also places
focus on handling inventory costs.

In Drug Discovery Solutions segment, there are significant
challenges facing the pharmaceutical industry such as
the escalating cost of R&D, patent expirations, pricing
pressures from payers, increased regulatory and safety
hurdles as well as lower productivity. The pharmaceutical
industry as a whole has been constantly re-evaluating its
business model across the entire R&D value chain. This
has resulted in a drive towards cost reduction which has
increased the industry’s appetite for externalisation of more
R&D processes. This increased outsourcing has benefited
the Company as well as the entire drug discovery and
development marketplace which has resulted in a better
market, albeit with increased competition from Custom
Research Organisations (CROs) around the world. To
mitigate this risk, the Company is constantly reviewing
its internal processes and organisational structure to
ensure higher efficiency and cost effectiveness. We have
also evolved our business model to include a portfolio of
proprietary drug discovery projects which we can out-
license to the pharmaceutical industry to generate revenue
in the form of milestone based fees and royalties along
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with research funding. The Company performs traditional
CRO role that delivers small molecule drug discovery
services to our clients. We also develop our own portfolio of
proprietary discovery programs that we use to initiate R&D
collaborations with our clients through out-licensing.

Dependence on Certain Key Products and Customers

The Company depends on certain key products for a
significant portion of its total revenue, cash flows and
earnings, and any events that adversely affect the markets
for key products may adversely affect its business,
financial condition and results of operations. We derive a
significant portion of our revenue and earnings from a few
key products. If the volume or pricing of our largest selling
products declines in future or we are unable to satisfy
market demand for these products, our business, financial
position and results of operations could also be materially
adversely affected. Any event that adversely affects any of
these products or their markets could have a material and
adverse effect on our business, financial condition and
results of operations.

The Company continues to launch new products with the
help of R&D teams which help in developing new cost
effective processes/ products to meet customer demand
and build market share. The Company may also change
its product mix appropriately.

In Drug Discovery Solutions segment, the Company has
several large collaborations with key pharmaceutical and
biotech companies that provide a large portion of the
segment revenue each year. If these collaborations were
to end abruptly there would be an impact on our revenue
and profitability. To mitigate this risk, the Company has a
team of business development professionals in the field
constantly interacting with clients to generate additional
business. These interactions include the development
of new clients as well as strengthening of relationships
with existing clients. The Company has a strong brand
and reputation in the industry which helps us to attract
and retain our clients. In addition, our mixed business
model with our portfolio of proprietary programs is also
an attractive marketing tool to bring in larger deals and to
develop our long term interaction with key clients.

Foreign Currency and Interest Rate Exposures

There has been significant movement in exchange
rates over many years. Due to its global operations, the
Company has significant foreign currency exposures.
Adverse movement in exchange rates can significantly
impact the financial results of the Company. Volatility and
uncertainty in foreign exchange rates creates complexity
and challenges in determining the price which balances
margin protection goal and at the same time is attractive

to customers.

Increase in borrowing cost may also adversely impact the
profitability of the Company. The Company borrows funds
in the domestic and international markets from various
banks and financial institutions to meet the long-term
and short-term funding requirements for operations and
funding growth initiatives. Increases in interest rates may
increase the cost of any floating rate debt that we incur.

To mitigate foreign currency related risks, the Company may
enter into forward contracts. The Company has a Foreign
Exchange Risk Management Team which includes top
management. This team formulates the foreign exchange
risk management approach and reviews it dynamically to
align it with developments in the external environment
and business requirements. Further, if required, currency
and interest rate swaps are taken on loans and interest
rate exposures. A quarterly update on foreign exchange
exposures, outstanding forward contracts and derivatives
is placed before the Board. The Company also actively
pursues opportunities for reduction in borrowing costs.

Capacity Planning and Optimisation

There is a risk that available production capacity is
not aligned with market demand. Insufficient capacity
threatens the Company’s ability to meet demand and be
competitive, or excess capacity threatens the organisation’s
ability to generate competitive profit margins.

The Company ensures that capacities are well planned and
optimised to respond to market realities in the following
ways -

e We continue to invest in the optimisation of our
manufacturing capacity utilisation. Such optimisation
is driven by continuous de-bottlenecking of our
manufacturing plants/streams and by value engineering
through the application of Six Sigma, Lean Sigma and
other value-added tools for productivity enhancement.
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In addition, we also build new capacities as per
our commercialisation plans based on customer
approvals and patent expiry of various molecules. We
intend to continuously increase production capacity
for several of our APl products. For example, we
expanded production capacity of our products such as
Lamotrigine, Citalopram, Oxcarbazepine and Tramadol
through de-bottlenecking and line balancing of our
existing plants at Nanjangud to increase production
capacity.

The business teams regularly track the trends for each
product to ensure that there is sufficient capacity to
meet demand. The Company has robust processes to
continuously monitor plant capacities and utilisation,
drive improvements aligned with good manufacturing
practices such as preventive maintenance schedules
and modify plant designs in case of repeated
breakdown. It periodically undertakes de-bottlenecking
and other initiatives to improve efficiencies in terms
of throughput, cost reduction and to build additional
capacities without committing significant capital
outlay thereby generating better return on investment.
We have proactively improved capacities of key Fine
Ingredient products by 15-25%, hence gearing up
for the growing demand for their Pharmaceutical end
products.

The Company has developed a dedicated external
manufacturing team which can help to outsource
some capacities and capabilities in order to ensure
quicker response to unforeseen market demand.

To mitigate excess capacity situations or lower asset
utilisation, the Company continuously evaluates
manufacturing of new intermediates by using existing
assets thereby making the plants multi-purpose, thus
improving flexibility. During the year, the Company re-
started the production of Alpha and Gamma Picolines,
which would primarily cater to captive demand, besides
meeting the market requirements. We have retrofitted

our existing multi-purpose plants to manufacture new
Pyridine derivatives for Pharmaceutical and Biocide
applications. We are also doing forward integration to
create value added Fine Ingredients products from our
current Good Manufacturing Practices (cGMP) multi-
purpose facility for Global customers. We are also filing
secondary Drug Master Files (DMFs) for new Advance
Intermediates.

Manufacturing Operations

One of the key strengths of the company is its excellence in
carrying out manufacturing activities with utmost efficiency.
Hence, any risk that challenges the manufacturing
operations would be a cause of concern. The Company
has made an effort to identify such risks and be prepared
to mitigate the same.

The Company is committed to process improvement
by means of automation, regular training to workers,
establishing clear SOPs (Standard Operating Procedures)
and process guidelines which will lead to reduction in
cycle time and improvement in productivity.

Any inconsistency in the availability of water may pose
a threat to our manufacturing operations in India. As a
proactive approach, operations team has been working on
maximising the recycling of water from effluent streams
and reduction of water intake at source.

In Pharmaceuticals segment, manufacturing problems
could cause inventory shortages and delay product
shipments and regulatory approvals, which may
adversely affect the results of our operations. In order to
generate revenue from our products, we must be able to
produce sufficient quantities of our products to satisfy
demand. Many of our products are the result of complex
manufacturing processes and subject to regulation by
various governmental authorities. Failure to comply with
these requirements may lead to delays in the submission
or approval of potential new products or financial
penalties. We must register our facilities, whether located
in the United States or elsewhere, with the US Food and
Drug Administration (FDA) as well as regulators outside
the United States, and our products must be made in
a manner consistent with cGMP or similar standards in
each territory in which we manufacture. We may have to
write-off the costs of manufacturing any batch that fails
to pass quality inspection or meet regulatory approval.
The manufacturing process for pharmaceutical products
is also highly regulated and regulators may shut down
manufacturing facilities that they believe do not comply
with regulations. To mitigate these risks, the Company has
adopted necessary quality systems and control measures
have been implemented to ensure that the quality is
maintained by process design. Continuous monitoring
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is being done by QC/ QA team to deliver highest quality
products.

Dependence on Single Manufacturing facility

In Pharmaceuticals segment, some of our products
are produced by a single manufacturing facility, such
as our Allergy Therapy Products within our Specialty
Pharmaceuticals - Injectables business line which are
solely produced by our Spokane facility. If any events arise
that affect the production of such products by the relevant
manufacturing facility, we will be unable to reallocate
production to alternative manufacturing facilities, which
may affect our ability to manage our capacity utilisation
and product mix to the extent that our business may be
materially and adversely affected.

Similarly, our manufacturing facility in Nanjangud is the
sole manufacturing facility for APIs. On account of this
facility being located in India, it may be subject to risks
such as political instability, resulting from a change in
government, changes in regulatory, economic, fiscal and
taxation policies, natural calamities, terrorist attacks etc.
which may affect the operations or profitability of our APIs
manufacturing facility and our other manufacturing facility
located in India.

Research and Development (R&D) Effectiveness

Innovation, speed-to-market and a robust product pipeline
are critical factors in ensuring success for an integrated
global pharmaceutical and life sciences company. Failure
of Research & Development to provide innovative and
cost effective products would result in non-achievement of
top line or bottom-line goals. Similarly, an R&D function
which fails to meet the expectations of the business, such
as, meeting target product costs and minimising product
cost deviations between R&D and operational phase will
adversely impact the Company’s ability to launch its
products competitively and, hence, put at risk, its ability
to command market share. Risk of the Company failing
to develop products which are compliant with accepted
standards documentation will significantly dent the
Company’s reputation in addition to the financial loss
associated with the failed launch. Further, emergence of
new cost effective methods for producing core products
supplied by the Company can pose a risk to the Company’s
competitive position.

The Company has an effective strategy to mitigate these
risks with earmarked budgets and investments in R&D
commensurate with the business plans. R&D set up
at various plant locations continuously works on cost
reduction of existing products and development of new
products using the same assets.

In Pharmaceuticals segment, the R&D team focuses
on generics research including APIls, Solid Dosage
Formulations and Radiopharmaceuticals. R&D supports
the activities of various businesses through new product
and process development, process intensification,
absorption of technologies and establishing technologies at
a commercial scale. Regarding APIs, our focus continues
to be on developing commercially competitive, intellectual
property compliant, robust and eco-friendly technologies.
Our Radiopharmaceuticals division has a small focused
R&D team with radiochemical expertise, based in Montreal,
Canada. This team supports existing products and leads
the development of new products using its own resources,
and also collaborating with our R&D team in India. In
Radiopharmaceuticals, we are continually engaged in the
development of new products that have yielded a pipeline
of products that can be introduced in the future.

Fine Ingredients business faces significant competition
from China and other competitors. R&D has taken a pro-
active approach to introduce new products in Pyridine
chemistry and also in non-Pyridine Chemistry. This will be
done by deploying our various technological capabilities.
New products continue to get developed by experienced
and talented R&D teams which work to deliver in line with
the marketing strategy by developing new cost effective
processes/ products. Further, in order to ensure that cost
competitiveness is maintained, R&D is working on the
improvement of existing processes, their carbon efficiency
and atom economy. Initiatives are also being taken to
develop alternative green processes involving fewer
manufacturing steps with reduced consumption of utilities
and increased manufacturing efficiency.

The focus is on development of processes within deadlines
at optimum cost. The Company has institutionalised
robust processes and proven R&D methodologies
to ensure successful commercialisation and avoid
unpleasant surprises during scale-up. The R&D function
keeps itself updated with the regulations, upcoming
technological changes and trends and proactively aligns
with pharmacopeia methods and industry best practices.

In Drug Discovery Solutions segment, the Company has
a mixed business model that delivers small molecule
drug discovery services to our clients as well as our own
portfolio of proprietary discovery programmes that we use
to initiate R&D collaborations with our clients through out-
licensing. Drug discovery is inherently a risky venture with
a high failure rate. To mitigate this, we maintain a pipeline
of client programs that can help offset attrition of client
programs. For our own portfolio of internal proprietary
drug discovery programs to help offset attrition risk we
have 1) built a pipeline of early and late stage programs
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and 2) are developing select relationships with academic
groups as a source for new targets which allows us to
replace programs where the science does not deliver an
asset that is fit for out-licensing.

Supply Interruptions due to Single Source Supplier

In Pharmaceuticals segment, the Company must ensure a
regular and secure supply of the raw materials required to
produce our products. For some of our key raw materials,
we have only a single or a few external sources of supply,
and alternate sources of supply may not be readily available.
If we are unable to maintain our relationships with our
suppliers or find alternative suppliers on commercially
acceptable terms, our business, financial position and
results of operations could be materially and adversely
affected in the event of any supply shortage or disruption.
In addition, if we are unable to obtain such raw materials,
or if we are unable to obtain them at a competitive cost,
our competitiveness would be affected and we may lose
market share.

The Company has an effective strategy to mitigate these
risks by developing alternative suppliers on a continuous
basis.

Limited Product Pipeline

In Pharmaceuticals segment, if the Company is unable to
maintain a sufficiently large portfolio of pharmaceutical
products and services and manage their development and
approval processes so as to bring them to market on a
timely basis, our growth strategy may not be successful
and our business would be adversely affected. Our
future success will depend to a significant degree on our
ability to continue to develop and commercialise new
pharmaceutical products in a timely and cost-effective
manner. The development and commercialisation of new
products is complex, time-consuming and costly. Due to
the long lead times associated with obtaining regulatory
approvals for many of these products, as well as the
competitive advantage that can come from gaining early
approval, it is important that we maintain a sufficiently
large portfolio of products and a product pipeline and
manage their development and approval processes so as
to bring products to market on a timely basis.

As mitigating steps, our R&D team strives to create
new, innovative processes and new knowledge-driven
products that allow us to capitalise on opportunities for
growth in competitive markets. The Company has R&D
centres located in India and North America and employs
a large team of research scientists with expertise in the
development of non-infringing products for APIs, Solid

Dosage Formulations, Radiopharmaceuticals and other
products.

Failure to Supply to Customer

In Pharmaceuticals segment, if the Company is not able
to supply the material to customers as per the agreed
timelines or specifications or other conditions, we may
face penalty from our customers as per the terms of the
agreement. Our business, financial position and results
of operations could be materially and adversely affected.
It may also adversely affect our reputation and our
competitiveness and we may lose market share. Such
failures can have a far-reaching impact on the business
and brand value. The Company ensures that such risks
are monitored and mitigated on a continuous basis.

Human Resources — Acquire and Retain Talent

The Company has committed substantial resources to
acquire, retain and develop talent, given the competition
for qualified and experienced human resources. Job
enrichment is provided to employees at all levels. To
execute its growth and diversification plans, while on one
hand the Company continues to hire new, highly-skilled
scientific and technical personnel staff, on the other hand
employees get rewarded under Reward and Recognition
Program based on performance.

The Company realises that an insufficient focus on human
resources processes (e.g. recruiting, talent management,
labour management, development and training) threatens
the ability of the Company to recruit and/or hold the
qualified personnel required to maintain desired operational
standards. Further, given the Company’s dependence on
R&D activity, it is imperative that it recruits and retains
high quality R&D specialists. Lack of credible successors or
effective knowledge transition mechanism may adversely
affect the Company’s position in case of unexpected
departures from key positions.

As a part of our Strategic Talent & Succession Management
process, the leadership invests valuable time in identifying
high potential and succession candidates for critical
positions and planning their development for the next
higher role. Leadership Development program and 360-
degree feedback are conducted for these employees
based on the Leadership Competency Framework of the
organisation, helping the Human Resources department
perform GAP analysis followed by capability development
activities.

The GAP analysis is used to create individual development
program to develop the next line of managers. In certain
businesses, sales trainees, recruited from campuses, are
being groomed for future sales positions. The Company
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also recruits management trainees and graduate engineer
trainees to build a strong talent pipeline.

Talent development is imperative for the success of
businesses and therefore, training need identification
is done during annual performance appraisal. This is
included in the Company’s training calendar and courses
are designed to help employees perform their roles at
their highest potential. Senior management employees
at critical positions are also sent for customised general
management programs at premier institutes to prepare
them for larger roles and also build cross-functional
capability in the organisation.

The Company also understands the need to create a
culture of high employee engagement as a method to retain
talent in the organisation. Regular communication forums
are organised in the form of town hall, skip meeting and
new joiner assimilation program to understand employee
concerns and a structured mitigation process is developed
for effective redressal.

Today’s fast paced business changes make it imperative
to focus on forward looking and futuristic systems and
applications. As a step towards this, we have integrated
PeopleSoft based Human Resource Information Systems
(HRIS) across all our locations and entities across the
globe. The HRIS system is designed to cover all key HR
processes — Performance Management, Recruitment,
Training & Development, Profile & Position Management,
Career & Succession Planning, and Compensation and
Benefits. We continue to make improvements in this
system.

We ensure that there is full adherence to the code of
business conduct and fair business practices are
followed.

Compliance and Regulatory

Regulatory affairs play a vital role in the development of
all businesses. Due to constantly increasing regulatory
obligations, new requirements as well as globalisation of
market, the demands and responsibilities of business in
terms of regulatory readiness are becoming stringent. We
have Registration, Evaluation, Authorisation and Restriction
of Chemicals (REACH) regulations in 28 member
countries of European Union and REACH like regulations
in all major countries like China, Korea, Japan, Malaysia,
Taiwan, Turkey etc. These regulations require registration
and extensive data submission without which we cannot
enter the market. The Company has established systems
and controls to monitor and upgrade registration as per
business needs. There are also other major challenges in
terms of meeting the requirements of other compliances
like United Nations Globally Harmonised System (GHS),

Classification, Labelling and Packaging (CLP) and other
country specific GHS requirements.

Besides, there are other specific regulatory requirements
that pertain to end use applications like biocides,
pesticides, food and feed applications etc. which have
various parameters depending upon the geography. These
are being complied with for all businesses proactively.

Over the last few years, various regulators and law
enforcement agencies are adopting a zero tolerance
approach towards non-compliance. The Company needs
to comply with a broad range of regulatory controls on
testing, manufacturing and marketing of our products in
the pharmaceuticals and life sciences space. Besides,
there are laws of many countries that the Company needs
to comply with. In some countries, including the US,
regulatory controls have become increasingly demanding
leading to increased costs and reduced operating margins
for our line of products and services. Failure to achieve
regulatory approval for new products can mean that we
do not recoup our R&D investment through the sale of
final products. Any change in regulations or reassessment
of safety and efficacy of products based on new scientific
knowledge or other factors could result in the amendment
or withdrawal of existing approvals to market our products,
which in turn could result in revenue loss. This may
occur even if regulators take action falling short of actual
withdrawal.

The Company has adopted measures to address these
stricter regulations by increasing the efficiency of our
R&D process, reducing the impact of extended testing,
timely submission of dossiers and ensuring timely product
availability. The Company is proactively following-up with
regulatory authorities regarding pending approvals and
queries raised by authorities are addressed promptly.
Further, estimation of risks on account of failure/ delay
in obtaining approvals is duly considered while designing
business plans. The Company has also put in place a
compliance management system to ensure compliance
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with all applicable laws and regulations. The Company
has a dedicated team of experts whose knowledge ensures
that the global regulatory compliances are met and we
can build competitive advantage. The Company also
undertakes training and orientation program to keep the
relevant process owners updated on new regulations and
changes in the existing laws.

The Company is subject to Good Manufacturing Practices
(GMP) requirements of various regulatory bodies including
US FDA, European authorities, International Conference on
Harmonisation (ICH) & World Health Organisation (WHO)
requirements and various other international and national
guidelines. GMP requirements encompass extensive
regulations governing all activities of pharmaceutical
business from material sourcing, manufacturing process
and controls, quality assurance and controls, manufacturing
facilities, manpower and training, packaging, labelling,
storage, distribution and post marketing monitoring. The
Company has a well-developed GMP culture focusing on
data integrity, well defined quality system procedures to
meet the various guidelines on GMP, procedures to ensure
permanent resolution of issues through implementation
of corrective and preventive actions based on root cause
analysis, training for all employees on cGMPs. The
Company has systems to monitor the changes in regulatory
environment and GMP requirements and upgrade the
internal procedures and processes continuously. Regular
training is imparted to employees on cGMPs, regulatory
guidelines and expectations. Quality Risk Management
(QRM) procedures are adopted to evaluate and identify
the quality risks associated with products and processes
proactively and take actions to mitigate the risks. All the
manufacturing facilities of the Company comply with GMP
requirements and significant upgradations are taken up in
the facilities, if required, to ensure compliance with cGMP
requirements.

In Pharmaceuticals segment, the Company always strives
to conform to regulatory and compliance standards to meet
stringent requirement of customers to ensure the medicines
provide health care and wellness for the consumers. The
Company’s facilities are audited by multiple regulatory
authorities on a periodic basis. Observations and
recommendations based on such audits serve as a means
of communication regarding potential areas of corrective
actions. Non-compliance with such observations could
lead to further regulatory actions, to the detriment of our
business. The Company has necessary systems to prevent
any violations or deviations.

Environment, Health and Safety (EHS)

The Company is aware of the rapid changes in the business
environment such as increased global competition; more

rigorous customer and societal demands; and extensive
investor pressure. To face these challenges and ensure
sustainability, excellence in Cost, Quality, Services,
and Environment, Health and Safety is of paramount
importance. The Company is committed to protecting
the environment and ensuring the health and safety of its
employees, customers, and the public. It takes pride in
managing its operations with a high concern for EHS.

Over the years, EHS excellence has been extensively
promoted as a part of the Company’s culture. It is also
clearly reflected in the Company’s policies on Sustainability,
EHS, Responsible Care, Climate Change and Green Supply
Chain. The Company does the right things right so that the
employees, the community at large, and the environment,
including natural resources, are protected. Leaving minimal
environmental footprint is integral to the Company’s EHS
philosophy. On the road to achieving EHS excellence, the
Company has adopted a top down approach and has been
enhancing EHS initiatives by making it a line function
responsibility through active employee consultation and
participation.

Caring for the Environment is a core corporate promise
and as a part of this commitment, high capital expenditure
is being incurred on process improvements as well as
up-gradation of environmental management facilities
using the latest technologies that have helped to reduce
environmental footprint. While end-of-the-pipe solutions
are implemented, we are also making progress on initiatives
for reduction of waste at source. Efforts to process more
by-products and waste to make them reusable are paying
off in terms of ecological and economic impact.

The Government of India has rightly been focussing on
the environmental issues and making the environmental
laws appropriately stringent for industry to follow. With
the initiatives of cleaning the Ganges, these laws and
guidelines are expected to get even more stringent and
industry will have to be more disciplined in adhering to
the same. The Company is extremely sensitive to these
externalities and strives to pro-actively adhere to all latest
guidelines laid out by Government of India from time to
time for all its locations.

Investments were made for the up-gradation of process
safety & enhanced process controls at our sites. Safety
culture in terms of safe behaviour is being aggressively
promoted and propagated at workplace through
‘Sanchetna’ — a platform for encouraging identification
and 360-degree correction of unsafe acts and conditions.
Safety knowledge of the technical personnel is constantly
updated through various external and in-house training
programs, including special training programs by external
experts & consultants.
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All sites are equipped with an Occupational Health Centre
(OHC) run by Occupational Health Physician. The sites run
a comprehensive health assessment programme wherein
the occupational health of the employees is assessed on
a periodic basis. The OHC provides curative, advisory and
health promotion services to the employees.

The Company proactively engages with government,
industry forums and academia to support creation of
responsible and practicable EHS regulations.

The Company has a full-fledged EHS team which is
continuously addressing the issues of environmental
safeguards by conducting periodical safety audits and
training programmes.

Protecting Intellectual Property Rights (IPR)

Our efforts have helped us avoid any intellectual property
issues by developing designed around research strategies,
better understanding of emerging challenges, identifying
newer opportunities and creating intellectual property
which is well protected in defined geographies of our
business interests. Our efforts have fructified and our
intellectual properties have grown over the years.

We protect our products with patents in major markets.
Depending on the jurisdiction, patent protection may
be available for individual active ingredients; specific
compounds, formulations and combinations containing
active ingredients; manufacturing processes; intermediates
useful in the manufacture of products; and new uses for
existing products. The protection that a patent provides
varies from country to country, depending on the type
of claim granted, the scope of the claim’s coverage and
the legal remedies available for enforcement. We have
filed intellectual property applications in various countries
for innovations. We have trademarks primarily in India,
United States of America, Canada, Europe, Nigeria, South
Africa, Mexico, Columbia, China and Australia.

Besides patents, the Company relies on trade secrets,
knowhow and other proprietary information and, hence,
our employees, vendors and suppliers sign confidentiality
agreements.

The Company has a dedicated team of scientists whose
primary taskis to ensure that the products are manufactured
using only non-infringing processes and compliance
requirements are met by reviewing and monitoring IPR
issues continuously.

In Pharmaceuticals segment, the Company takes all
reasonable steps to ensure that our products do not
infringe valid third-party IPRs. Any material litigation or
other communications alleging such infringements could
delay the sale of or prevent us from selling our products. In
the normal course of business, we are sometimes subject

to lawsuits. The ultimate outcome of any such litigation
could adversely affect our results of operations, financial
conditionand cash flow. The uncertaintiesinherentin patent
litigation make it difficult for us to predict the outcome of
any such litigation. If we are unsuccessful in defending
ourselves against these suits, we could be prevented from
selling our products, resulting in a decrease in revenues, or
to damages, which may be substantial. Either event could
materially and adversely affect our consolidated financial
position, results of operations or liquidity.

Information Technology (IT)

Information Technology today has become the backbone
of any business. Robust IT strategy that includes adequate
IT infrastructure, integrity, data confidentiality and data
availability at all times is key to achieving business
objectives of the company. Occurrence of any unforeseen
threats to information technology systems could have
adverse impact on data availability and continuity of
business operations.

The Company has an information security framework
based on the ISO/IEC 27001 standards that ensures all
the information assets are adequately safeguarded. There
is Information security steering committee at the apex
level which gives directions and resources to manage
information security of the company. All IT security events
impacting critical IT infrastructure are getting logged and
monitored round the clock by Security Operations Centre
(SOC).

Most of the information technology assets are hosted in the
data centres which are subject to appropriate physical and
logical access controls. Various components of information
technology like network, operating system, firewall,
software license compliance, applications controls etc.
are covered under the annual audit plans and appropriate
corrective and preventive actions are taken based on audit
findings. Requisite redundancies have been built within
the IT infrastructure to ensure availability of information
at all times.

Since employee awareness is an integral part of managing
information security risk, the Company provides structured
training to the employees through internal & external
training program. The Company also publishes monthly
Information Security newsletter to create end user
awareness about information security risks and mitigation
strategies.

Risk of changes in Tax Legislation

The Company’s activities are subject to tax at various
rates around the world computed in accordance with
local legislation and practice. Actions by governments
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to increase tax rates or to impose additional taxes may
reduce our profitability. Revisions to tax legislation or to its
interpretation (whether with prospective or retrospective
effect) may also affect our results and significant judgment
is required in determining our provision for income taxes.
Likewise, we are subject to audit by tax authorities in
many jurisdictions. In such audits, our interpretation of
tax legislation might be challenged and tax authorities in
various jurisdictions may disagree with, and subsequently
challenge, the amount of profits taxed in such jurisdictions.
Although we believe our estimates are reasonable, the
ultimate outcome of such audits and related litigation could
be different from our provision for taxes and might have a
material adverse effect on our financial statements.

The Company has a dedicated team of tax professionals
whose primary task is to ensure that the tax liabilities are
correctly computed and any revision in the tax legislation
is monitored continuously.

Mergers & Acquisitions

In Pharmaceuticals segment, the Company may expand
its business through selective, targeted mergers or
acquisitions of businesses and assets we believe to be
complementary to our existing business. Mergers and
acquisitions may involve a number of risks, including
diversion of management’s attention, failure to retain key
acquired personnel and clients, unanticipated events or
circumstances, cultural differences, legal liabilities, some
or all of which could harm our results of operations and
financial condition. If we are not able to successfully
integrate other businesses we may acquire or merge with
in the future, with the rest of our business, we may be
unable to realise the anticipated benefits of such mergers
or acquisitions, or our existing business may be harmed.
The Company has adopted measures to address these
issues by increasing the efficiency and reducing the impact
if any. Further, estimation of risks on account of failure/
delay in integration is duly considered while designing
business plans. The Company has a dedicated team of
experts whose knowledge ensures that the requirements
are met and we can build competitive advantage.

Political or Economic Instability or Acts of Terrorism

We are an integrated global pharmaceutical and life
sciences company with worldwide operations and one
of our strategic objectives is to continue to expand our
geographic outreach. The Company derives sales and
procures materials from countries that may be adversely
affected by political or economic instability, major
hostilities or acts of terrorism. Moreover, as we often export
a substantial number of products into global markets, we
may be denied access to customers or suppliers of raw

materials. We may also be denied the ability to ship
products from any of our sites as a result of a closing of
the borders of the countries due to political or economic
instability and acts of terror, in such countries.

Duties by Export Destination Countries

A substantial portion of the Company’s products are
exported and sold in various countries across the world.
Export destination countries may impose varying duties on
our products. Any increase in such duties may adversely
affect our ability to compete with the local manufacturers
and other competitors.

Acceptance of Our Products in Market

In Pharmaceuticals segment, the Company’s ability to
market our products successfully depends, in part, upon
the acceptance of the products not only by customers, but
also by independent third parties including wholesalers,
distributors, physicians, hospitals, pharmacies,
government representatives and other retailers, as well
as patients. Unanticipated side effects or unfavourable
publicity concerning any of our products or brands, could
have an adverse effect on our ability to achieve acceptance
by prescribing physicians, managed care providers,
pharmacies and other retailers, customers and patients.

If our products are approved by the regulatory authorities
but do not achieve an adequate level of acceptance by
independent third parties, we may be unable to generate
any or sufficient revenue from these products to make
them profitable.

Policies regarding returns, allowances and chargebacks
in the United States

In Pharmaceuticals segment, consistent with industry
practice in the United States, our U.S. subsidiary, Jubilant
Cadista Pharmaceuticals Inc., like many other generic
product manufacturers, has liberal return policies and
has been willing to give customers post-sale inventory
allowances in our generics and solid dosage formulations
businesses. Under these arrangements, from time to time,
this subsidiary may give customers credits on generic
products that customers hold in inventory after it has
decreased the market prices of the same generic products.
Therefore, if new competitors enter the marketplace and
significantly lower the prices of any of their competing
products, we may reduce the price of our product. As
a result, this subsidiary may be obligated to provide
significant credits to customers who are then holding
inventories of such products, which could reduce sales
revenue and gross margin for the period the credit is
provided.

Like our competitors, this subsidiary also gives credits for
chargebacks to wholesale customers that have contracts
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with us for their sales to hospitals, group purchasing
organisations, pharmacies or other retail customers. A
chargeback represents an amount payable in the future to a
wholesaler for the difference between the invoice price paid
to us by our wholesale customer for a particular product
and the negotiated contract price that the wholesaler’s
customer pays for that product. As a mitigation strategy,
company establishes reserves based on prior experience
and best estimates of the impact that these policies may
have in subsequent periods.

Labour Union

If we experience labour union issues, our production
capacity and overall profitability could be adversely
affected. Although we generally enjoy cordial relations
with our employees, we may experience strike over wages
and other matters. This may be resolved amicably through
a voluntary negotiations and mediation process. However,
if any such negotiations in future regarding wages with our
employees or any of the labour unions are not concluded
quickly, our relations with our employees could suffer,

which could have a material adverse effect on our results
of operations.

Consolidation of Customer Base

In Pharmaceuticals segment, sales of our products may
be adversely affected by the continuing consolidation
of our customer base. A significant part of our generics
sales is made to relatively few retail drug chains and
pharmaceutical wholesalers in the US and in other
geographical markets. These customers are continuing to
undergo significant consolidation. Such consolidation has
provided and may continue to provide them with additional
purchasing leverage, and consequently may increase the
pricing pressure that we face. We expect that consolidation
of drug wholesalers and retailers will increase pricing and
other competitive pressures on generic drug manufacturers,
including those in the United States.

The Company is able to manage pricing pressure by taking
initiatives to continuously redefine production processes
to control cost. For some of its generic formulations, the
Company has captive manufacturing of APIs to ensure
effective cost control to focus on improving profit margins.
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Directors' Report

Your Directors are happy in presenting the Thirty Ninth
Annual Report together with the Audited Standalone and
Consolidated Financial Statements for the year ended March
31, 2017.

OVERVIEW

Jubilant Life Sciences Limited (‘the Company’ or Jubilant’) isan
integrated global Pharmaceutical and Life Sciences company
engaged in Pharmaceuticals, Life Science Ingredients and Drug
Discovery Solutions. The Pharmaceuticals segment, through
its wholly-owned subsidiary Jubilant Pharma Limited, is
engaged in manufacture and supply of Active Pharmaceutical
Ingredients  (‘APIs’),  Solid Dosage  Formulations,
Radiopharmaceuticals, Allergy Therapy Products and

Contract Manufacturing of Sterile and Non-sterile products
through 6 USFDA approved manufacturing facilities in India,
USA and Canada. The Life Science Ingredients segment, is
engaged in Specialty Intermediates, Nutritional Products and
Life Science Chemicals through 5 manufacturing facilities
in India. The Drug Discovery Solutions segment provides
proprietary in-house innovation and collaborative research
and partnership for out-licensing through 3 world class
research centres in India and USA. Jubilant Life Sciences
Limited has a team of over 6,500 multicultural people across
the globe and is committed to deliver value to its customers
across over 100 countries. The Company is well recognized
as a ‘Partner of Choice’ by leading pharmaceuticals and life
sciences companies globally. For more information, please
visit the Company’s website www.jubl.com.

RESULTS OF OPERATIONS AND STATE OF COMPANY’S AFFAIRS

FINANCIAL RESULTS

(% / Million)
Particulars Standalone Consolidated
Year ended Year ended Year ended Year ended
March 31, 2017 March 31, 2016 March 31, 2017 March 31, 2016
Total Revenue from Operations 26,230 27,910 60,063 58,933
Total Operating Expenditure 23,050 24,787 46,610 46,464
EBITDA 3,180 3,123 13,453 12,469
Other Income 519 617 248 134
EBITDA including Other Income 3,699 3,740 13,701 12,603
Depreciation and Amortisation Expense 811 870 2,914 3,467
Finance Costs 1,743 2,006 3,411 3,714
Profit after Depreciation and Finance Cost but 1,145 864 7,376 5,422
before Exceptional Items
Exceptional Item - (Gain)/ Loss - - - -
Tax Expenses 353 134 1,630 1,554
Reported Net Profit After Tax 792 730 5,746 3,868
Attributable to:
Shareholders of the Company - - 5,756 3,918
Non-Controlling Interests - - (10) (50)
Other Comprehensive Income 9 (8) (577) 731
Total Comprehensive Income for the period 783 722 5,169 4,599
Retained Earnings brought forward from 7,976 7,761 16,167 12,606
previous year
Transfer on account of sale of Equity Instruments - - - 203
Adjustment on account of consolidation of - - 12 14
Jubilant Employees Welfare Trust
Retained Earnings available for appropriation 8,768 8,491 21,935 16,741
which the Directors have appropriated as follows:
- Dividend on Equity Shares 478 478 478 478
- Tax on Dividend on Equity Shares 58! 7" 97 97
- Transfer to Debenture Redemption Reserve 375 - 375 -
- Transfer to Legal Reserve - - 1 (1)
Retained Earnings to be carried forward 7,857 7,976 20,984 16,167
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IAfter reversal of dividend distribution tax of ¥ 39 Million
(March 31, 2016: ¥ 60 Million), on account of dividend
received during the year from a subsidiary company.

(i)

(i)

Standalone Financials
Revenue from Operations

In the Financial Year 2016-17, on standalone basis,
the Company recorded total Revenue from operations of
T 26,230 Million.

International Revenues

International business contributed 40% to the Net
Revenue from operations at ¥ 10,365 Million.

EBITDA

For the year ended March 31, 2017, Earnings before
Interest, Taxes, Depreciation and Amortisation (‘EBITDA’)
stood at ¥ 3,699 Million with EBITDA margins at 14%.

Reported Net Profit/ Loss after Tax and EPS

Reported Net Profit after Tax was ¥ 792 Million in the
Financial Year 2016-17. Basic Earnings Per Share
(‘EPS’) stood at ¥ 4.97.

Consolidated Financials

The Consolidated Financial Statements, prepared
in accordance with the provisions of the Companies
Act, 2013 (the ‘Act’), SEBI (Listing Obligations and
Disclosure Requirements) Regulations, 2015 (the
‘Listing Regulations’) and Ind-AS 110 'Consolidated
Financial Statements' prescribed under Section 133 of
the Act, form part of the Annual Report.

Performance Review

Our strong performance continued in the Financial
Year 2016-17 and the Company reported highest ever
revenue and profits during the year. The differentiated
business model focusing on Specialty Pharmaceuticals
(Injectables) has enabled us to deliver exceptional
results and build a strong base for growth going forward
in our Pharma business. The Company has generated
strong operating cash flow which enabled reduction
of debt and is expected to deliver better results going
forward. Our focus is to strengthen the Balance Sheet,
invest in strategic opportunities without increasing debt
levels and build strong pipeline of products across our
businesses.

Revenue from operations was the highest ever at
¥60,063 Million, up 2% YoY, with International revenue at
T 42,468 Million, contributing 71% of the total revenue.
Pharmaceuticals revenues were at ¥ 31,167 Million, up
8% YoY and contributing 52% to the revenues. Within
this segment, Specialty Pharmaceuticals (Injectables)
displayed a growth of 11% YoY. The Company believe
that, this growth is a testimony to our strategy and the
business model wherein we have been able to build
multiple levers of exciting and differentiated businesses
which have helped the business deliver robust
performance. This has been aptly demonstrated in the
consistentgrowth witnessed in Specialty Pharmaceuticals
(Injectables) despite strong headwinds in the US
Generics business from supply chain consolidation. Life

Science Ingredients revenue stood at ¥ 27,076 Million
and contributed 45% to the revenue. Drug Discovery
Solutions revenue improved 45% YoY to ¥ 1,821 Million
contributing 3% of the revenue.

EBITDA was 9% higher YoY at record ¥ 13,701 Million,
translating to margin improvement of 143 basis points
at 22.8% as against 21.4% in the Financial Year
2015-16. This was led by the Pharmaceuticals segment
which reported EBITDA of ¥ 9,751 Million, a growth of
9% YoY with a margin of 31.3% as against the margin of
30.9% achieved last year. The Pharmaceuticals segment
now contributes about 68% to the overall EBITDA.

Life Science Ingredients reported EBITDA of ¥ 4,338
Million translating to EBITDA margin of 16%, an
improvement from 15% in the Financial Year 2015-16.
Drug Discovery Solutions EBITDA was at ¥ 258 Million
translating to EBITDA margin of 14.2%. Depreciation
and amortization in the Financial Year 2016-17 was at
¥ 2,914 Million as compared to ¥ 3,467 Million in the
Financial Year 2015-16. Finance cost stood at¥ 3,411
Million, lower by 8% YoY.

Net profit attributable to shareholders improved
by 47% YoY at ¥ 5,756 Million as compared
to ¥ 3,918 Million in the Financial Year
2015-16 with a Basic EPS of ¥ 36.93 as compared to
¥ 25.10 in the Financial Year 2015-16.

From Balance Sheet perspective, in the Financial Year
2016-17, the Company repaid ¥ 5,056 Million of
Debt and the Net Debt stood at ¥ 36,844 Million on a
constant currency basis.

DIVIDEND

The Board is pleased to recommend a dividend of 300%
i.e. ¥ 3 per fully paid up equity share of ¥ 1 for the year ended
March 31, 2017. Total dividend payout of ¥ 536 Million
includes tax on dividend of ¥ 58 Million (net of reversal of
dividend distribution tax of ¥ 39 Million for the year ended
March 31, 2016, on account of dividend received during the
year from a subsidiary company). The payment of dividend
is subject to approval of the shareholders at the forthcoming
Annual General Meeting (‘AGM’) of the Company.

CAPITAL STRUCTURE

(a)

(b)

Share Capital

During the year, there has been no change in the
authorised, subscribed and paid-up share capital of
the Company. As on March 31, 2017, the paid-up
share capital stood at ¥ 159,281,139 comprising of
159,281,139 equity shares of ¥ 1 each.

Employees Stock Option Plans (ESOPs)

The Company has two employees stock option plans
namely Jubilant Employees Stock Option Plan 2005
('Plan 2005') and JLL Employees Stock Option Plan
2011 ('Plan 2011"). During the year, there was no
material change in Plan 2005 and Plan 2011 and both
the plans are in compliance with the SEBI (Share Based
Employee Benefits) Regulations, 2014 (the 'SEBI ESOP
Regulations').
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Plan 2005: During the year, 3,700 Options were
exercised by the option holders. As on March 31, 2017,
2,867 Options were outstanding under the Plan 2005.
Each Option entitles the holder to acquire five equity
shares of ¥ 1 each of the Company at the exercise price
fixed at the time of grant, being the market value as per
the erstwhile SEBI (Employee Stock Option Scheme and
Employee Stock Purchase Scheme) Guidelines, 1999
(the ‘SEBI Guidelines’).

Plan 2011: During the year, 337,075 Options were
exercised by the option holders. As on March 31, 2017,
71,185 Options were outstanding under the Plan 2011.
Each Option entitles the holder to acquire one equity
share of ¥ 1 of the Company at the exercise price fixed
at the time of grant, being the market value as per the
SEBI Guidelines.

No dilution of paid-up capital is expected due to exercise
of Options as it is envisaged to transfer the shares held
by Jubilant Employees Welfare Trust to the employees
on exercise of Options.

The details pursuant to the SEBI ESOP Regulations have
been placed on the website of the Company and weblink
of the same is www.jubl.com/Uploads/image/499imguf
esop_disclosure2017.pdf.

(c) Debentures

During the year, the Company has offered, issued
and allotted Secured Redeemable Non-Convertible
Debentures (‘NCDs’) of ¥ 4,950 Million on a private
placement basis. NCDs are listed on Whole-sale Debt
Market Segment of National Stock Exchange of India
Limited (‘NSE’). The net proceeds of the funds raised
have primarily been used to refinance the existing debt
of the Company.

SUBSIDIARIES

As on March 31, 2017, the Company had 49 subsidiaries.
Brief particulars of the principal subsidiaries are given
below:

Jubilant Pharma Limited

Jubilant Pharma Limited, Singapore (‘Jubilant Pharma’) is a
wholly-owned subsidiary of your Company. Jubilant Pharma
holds the global pharmaceutical business of the Company
through its subsidiaries in USA, Canada, Europe, India and
rest of the world. These subsidiaries of Jubilant Pharma
are engaged in manufacturing and marketing of various
pharmaceutical products and services like APIs, oral dosage
forms (tablets and capsules), contract manufacturing of sterile
injectables, ointment, creams and liquids, allergy therapy
products and radiopharmaceutical products. Revenue of the
company during the Financial Year 2016-17 was ¥ 833.18
Million as compared to ¥ 521.90 Million during the Financial
Year 2015-16.

During the year, Jubilant Pharma has, through its debut issue,
raised US$ 300 Million by offering 4.875% Rated Unsecured
High Yield Bonds ('‘Notes') under Regulation S of the US
Securities Act of 1933. The Notes are listed on the Singapore
Exchange Securities Trading Limited. The net proceeds of

the funds raised have primarily been used to refinance the
existing debt of the Company and its subsidiaries.

Jubilant Generics Limited

Jubilant Generics Limited ('JGL') is a wholly-owned subsidiary
of the Company through Jubilant Pharma. JGL owns two
manufacturing facilities; one at Nanjangud, Karnataka and
another at Roorkee, Uttarakhand which are engaged in APIs
and Dosage Forms business, respectively.

The manufacturing location at Nanjangud spread on 69
acres is engaged in manufacturing of APls and caters to
the sales worldwide. API portfolio is focused on Lifestyle
driven Therapeutic Areas (CVS, CNS) and also targets
complex and newly approved molecules. The company is
market leader in four APIs and is amongst the top 3 players
for another three APIs in its portfolio helping it maintain
a high contribution margin. The manufacturing location
at Roorkee, Uttarakhand with 5 acres of infrastructure is
USFDA, Japan PMDA, UK MHRA, TGA, WHO and Brazil
ANVISA audited and approved. This business focusses on
B2B model for EU, Canada and emerging markets. It has
capabilities to develop multiple dosage forms including Oral
solid, injectable and ophthalmic dosage forms. Revenue
of the company during the Financial Year 2016-17 was
¥ 10,726.09 Million as compared to ¥ 9,197.82 Million
during the Financial Year 2015-16.

Jubilant Pharma Trading Inc.

This corporation incorporated in Delaware, USA is a wholly-
owned subsidiary of Jubilant Pharma. It undertakes sales and
distribution of APls in North America. Revenue of the company
during the Financial Year 2016-17 was ¥ 1,232.63 Million
as compared to ¥ 1,296.41 Million during the Financial Year
2015-16.

Cadista Holdings Inc. and Jubilant Cadista
Pharmaceuticals Inc.
(i) Cadista Holdings Inc. (‘Cadista’), a corporation

incorporated in Delaware, USA is a wholly-owned
subsidiary of Jubilant Pharma Holdings Inc.

(ii) Jubilant Cadista Pharmaceuticals Inc., a corporation
incorporated in Delaware, USA is a wholly-owned
subsidiary of Cadista. This company is in the business
of manufacturing solid dosage forms of generic
pharmaceuticals atits U.S. Food and Drug Administration
(‘USFDA") approved manufacturing facility in Salisbury,
Maryland, USA. Its customer base includes all the
large wholesalers, retail and grocery chains. Besides
manufacturing its own label products, it also provides
product development and contract manufacturing
services. Ason March 31, 2017, there were 29 products
marketed in the US with focus in the therapeutic areas
of CVS, CNS, Anti Allergic, Steroids, etc. Revenue of
the company during the Financial Year 2016-17 was
¥ 5,374.65 Million as compared to ¥ 5,822.31 Million
during the Financial Year 2015-16.

Jubilant HollisterStier LLC

This subsidiary is based in Spokane, State of Washington,
USA. It is a wholly-owned subsidiary of HSL Holdings Inc.
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This subsidiary has 2 businesses; Contract Manufacturing
(CMO) and Allergenic Extracts.

In the contract manufacturing business of sterile injectables,
this company provides a complete range of services to
support drug manufacturing in the pharmaceutical and
biopharmaceutical industries. Its contract manufacturing
capabilities include aseptic liquid fill/ finishing and
lyophilisation of small lot parenteral for commercial and
clinical requirements. Its capabilities can be applied to a
variety of projects from pre-clinical through commercial scale
across a multitude of dosage forms including microspheres,
suspensions, WFI/ diluents, biologics (proteins), lyophilized
products and liposomes. Jubilant HollisterStier is approved
across global regulated markets including FDA (both CDER
and CBER), Europe, Japan, Brazil and Canada. Its contract
manufacturing business serves customers including innovators
ranging from small biotechnology to large pharmaceutical
companies.

Additionally, it is an innovator, manufacturer and distributor
of allergenic extracts, targeted primarily at treating allergies
and asthma. With nearly 100 years of leadership in research,
extract production and immunotherapy products, the
organization is respected worldwide in the field of allergy.
Currently, the business is comprised of allergenic extracts and
mixes, along with specialized skin test diagnostic devices.
The business lays special emphasis on innovation towards
introducing new products to treat and cure allergies. Revenue
of the company during the Financial Year 2016-17 was
T 7,133.07 Million as compared to ¥ 6,709.53 Million
during the Financial Year 2015-16.

Jubilant DraxImage Inc.

Jubilant DraxImage Inc. (JDI') is a wholly-owned subsidiary
of the Company through Jubilant Pharma. JDI develops,
manufactures and markets radiopharmaceuticals used in
Nuclear Medicine for the diagnosis, treatment and monitoring
of various diseases. It serves hospital-based customers
(Nuclear Medicine Physicians and Technologists) in addition
to specialized radiopharmacies and through them patients,
globally with high quality and reliable specialty products. The
business is backed by a dedicated research and development
team, specialized manufacturing, strong regulatory affairs and
commercial operations. The areas of specialization include
cardiac, lung, bone and thyroid diseases. JDI employs about
160 skilled professionals and is based in Montreal, Canada,
where it operates a manufacturing facility approved by USFDA
and Health Canada.

JDI has earned and maintained market leadership in North
America in several specialty niche products including
[-131 Therapeutic & Diagnostic capsules for imaging and
treatment of thyroid diseases and thyroid cancer, Methylene-
Diphosphonate (MDP) for bone imaging, Macro-Aggregated
Albumin (MAA) for lung imaging and Diethylene Triamine
Penta-acetic Acid (DTPA) for renal and brain imaging.
Recently, JDI received approval from USFDA for RubyFill®, a
cutting edge technology for PET myocardial perfusion imaging
(MPI) under rest and pharmacological stress conditions to
evaluate regional myocardial perfusion in adult patients
with suspected or existing coronary artery disease. Revenue
of the company during the Financial Year 2016-17 was

¥ 8,112.66 Million as compared to ¥ 7,049.54 Million
during the Financial Year 2015-16.

Jubilant DraxImage Limited

This is a wholly-owned subsidiary of the Company
through Jubilant Pharma. Jubilant Draximage Limited
(JDI, India") has been set up with a vision to cater to
the Radiopharmaceutical and Nuclear Medicine field in
India which lacks a structured focus from Pharmaceutical
Industry. This company is engaged in marketing of innovative
diagnostic imaging, radiopharmaceutical solution and
therapeutic radiopharmaceutical products. Presently, JDI,
India is marketing Lyophilized kits like Sestamibi, DTPA
MDP and MAA in rest of the world. It is also involved in
distribution of wide range of radioisotopes which include
Tc-99m Generator (used in the diagnosis of Bone Cancer,
Renal Imaging, Cerebral Perfusion Imaging and Myocardial
Perfusion Imaging), Thallium-201 and lodine-131 (Ranked
2" in market share value wise in India) capsules and
solution (for the diagnosis and treatment of Thyroid and its
related disease), Lutetium-177 and Gallium-68 generator
(Ranked 2™ in market share value wise in India) via various
partnerships across South Asia. The target customers are
Nuclear Medicine physicians, Cardiologists and Oncologists of
various hospitals and imaging labs. Revenue of the company
during the Financial Year 2016-17 was ¥ 112.97 Million
as compared to ¥ 99.23 Million during the Financial Year
2015-16.

Jubilant Pharma NV

This is a wholly-owned subsidiary of the Company through
JGL and Jubilant Pharma. This company holds shares of
Jubilant Pharmaceuticals NV (99.8%) and PSI Supply NV
(99.5%) along with Jubilant Pharma which holds the balance
shares.

Jubilant Pharmaceuticals NV

This is a wholly-owned subsidiary of the Company through
Jubilant Pharma NV, Belgium, which holds 99.8% of its
shares and Jubilant Pharma holds the balance shares. This
company is engaged in the business of licensing generic
dosage forms and providing regulatory services to generic
pharmaceutical companies. Revenue of the company during
the Financial Year 2016-17 was ¥ 35.12 Million as compared
to ¥ 43.85 Million during the Financial Year 2015-16.

PSI Supply NV

This is a wholly-owned subsidiary of the Company. 99.5% of
its shares are held by Jubilant Pharma NV and the balance
by Jubilant Pharma. It is engaged in the supply of generic
dosage forms to the European markets. Revenue of the
company during the Financial Year 2016-17 was ¥ 219.50
Million as compared to ¥ 239.03 Million during the Financial
Year 2015-16.

Jubilant Life Sciences NV

This is a wholly-owned subsidiary of the Company. 99.99%
of its shares are held by the Company and the balance by
Jubilant Infrastructure Limited. It is engaged in the supply of
bulk chemicals such as ethyl acetate, acetic anhydride, etc.
and vitamins (feed and food grade) to the European markets.
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Revenue of the company during the Financial Year 2016-17
was ¥ 3,018.02 Million as compared to ¥ 3,341.75 Million
during the Financial Year 2015-16.

Jubilant Biosys Limited

This company is a subsidiary of the Company through Jubilant
Biosys (Singapore) Pte. Ltd. (a wholly-owned subsidiary of
the Company). Jubilant Biosys (Singapore) Pte. Ltd. holds
66.98% equity of this company.

This company provides Drug Discovery Services to global
pharmaceutical and biotech companies in:

e Standalone Service Model including functional services
in the areas of In Vitro Biology, In Vivo Biology, Structural
Biology, DMPK, Toxicology and Discovery Informatics,
on Full Time Equivalent (FTE) or Fee For Service (FFS)
based model;

*  Collaborative/Partnership Model with integrated discovery
program across a single or a portfolio of molecules;

* In house proprietary model to develop assets that can
be out-licensed under terms including research funding,
payments for scientific milestones achieved through
Discovery and Development phase and royalties on
successful commercialization of drugs.

Revenue of the company during the Financial Year 2016-
17 was ¥ 887.26 Million as compared to ¥ 588.47 Million
during the Financial Year 2015-16.

During the Financial Year 2016-17, the Company acquired
186,620,000 12% Optionally Convertible Non-cumulative
Redeemable Preference Shares of ¥ 10 each of Jubilant
Biosys Limited at par aggregating to ¥ 1,866.20 Million.
The loans granted earlier by the Company have been applied
towards subscription money for the Preference Shares.

Jubilant Chemsys Limited

This company is a wholly-owned subsidiary of the Company
through Jubilant Drug Development Pte. Ltd., Singapore.
This company offers services in Synthetic Organic Chemistry,
Combinatorial Chemistry, Medicinal Chemistry, Process
Research & Development and Manufacturing, Scale up
services and GMP Manufacturing-Clinical Supply to drug
discovery companies of US, Europe and rest of the world on
Full Time Equivalent, Fee For Service and Hybrid Model.

It also works closely with Jubilant Biosys Limited in
collaborative drug discovery research. Revenue of the
company during the Financial Year 2016-17 was ¥ 988.78
Million as compared to ¥ 662.42 Million during the Financial
Year 2015-16.

Jubilant Clinsys Limited

Jubilant Clinsys Limited (JCL) is a wholly-owned subsidiary
of the Company through Jubilant Drug Development Pte.
Ltd., Singapore. Revenue of the company during the Financial
Year 2016-17 was ¥ 35.06 Million as compared to ¥ 25.54
Million during the Financial Year 2015-16.

During the year, JCL made an application to the National
Company Law Tribunal (‘NCLT’) to extinguish its preference
share capital of ¥ 270.50 Million held by the Company and
payment of equivalent amount to the Company. The order of
NCLT is awaited.

Jubilant Clinsys Inc.

This New Jersey based USA Corporation is a wholly-owned
subsidiary of Jubilant Pharma Holdings Inc. This company
provides Clinical Research Data Management services
through TrialStat platform. Revenue of the company during
the Financial Year 2016-17 was¥ 17.40 Million as compared
to ¥ 37.62 Million during the Financial Year 2015-16.

Jubilant Discovery Services Inc.

This Delaware based USA Corporation is a wholly-owned
subsidiaryofJubilant Biosys Limited. Thiscompanyis providing
lon channel screening services using electrophysiology. It
also performs Assay development, medium-high-throughput
screening, comprehensive cell-culture services under FTE
and FFS business models. Apart from these services, it also
provides sales, marketing and liaising services to Jubilant
Biosys Limited and Jubilant Chemsys Limited. Revenue
of the company during the Financial Year 2016-17 was
% 176.04 Million as compared to ¥ 133.21 Million during
the Financial Year 2015-16.

Jubilant Infrastructure Limited

This wholly-owned subsidiary of the Company had entered
into a Memorandum of Understanding (‘MOU') with the
Government of Gujarat during the 'Vibrant Gujarat' conference
in 2007 for development of Sector Specific Special Economic
Zone ('SEZ') for Chemicals in Gujarat. About 107 hectares
land was taken on lease from Gujarat Industrial Development
Corporation ('GIDC') in Bharuch District, Gujarat.

This SEZ became operational in October 2011 with the best
in class infrastructure facilities and utility plants like Boiler,
Gas Turbine, Effluent Treatment, Incinerator and DM Water.

The Company has two units in this SEZ. The finished products
of Unit-1 and Unit-2 are fully backward integrated and are
using in-house developed innovative technologies.

The global scale plants of Vitamin B3 and 3-Cyanopyridine
at SEZ make your Company the largest producer of Vitamin
B3 in India and the second largest globally. Revenue of the
company during the Financial Year 2016-17 was ¥ 715.99
Million as compared to ¥ 889.10 Million during the Financial
Year 2015-16.

Jubilant Life Sciences (USA) Inc.

This corporation incorporated in Delaware, USA is a wholly-
owned subsidiary of the Company. It undertakes sales and
distribution of advance intermediates, nutrition ingredients
and fine chemicals in North America. Revenue of the company
during the Financial Year 2016-17 was ¥ 1,508.07 Million
as compared to ¥ 1,506.87 Million during the Financial Year
2015-16.

Jubilant Life Sciences (Shanghai) Limited

This wholly-owned subsidiary of the Company is held through
Jubilant Life Sciences International Pte. Limited. It undertakes
sales and distribution of products in China. This company is
engaged in trading of advance intermediates (pyridine and its
derivatives), specialty ingredients and nutrition products. It
is catering to pharmaceutical, animal feed and agrochemical
industries in China. This subsidiary is also a sourcing hub of
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raw materials for your Company. Revenue of the company
during the Financial Year 2016-17 was ¥ 1,036.30 Million
as compared to ¥ 1,325.07 Million during the Financial Year
2015-16.

Jubilant DraxImage Radiopharmacies Inc.

During the year, Jubilant DraxImage Radiopharmacies Inc.
(JDRI’) was incorporated as a wholly-owned subsidiary of
the Company through Jubilant Pharma Holdings Inc. to
undertake speciality pharma business in the United States.

JDRI has signed an Asset Purchase Agreement with Triad
Isotopes Inc. and its parent, Isotope Holdings, Inc. (‘Triad’)
to acquire substantially all of the assets which comprise
the radiopharmacy business of Triad. The closing of the
transaction is subject to customary closing conditions,
including contract, regulatory and other approvals. This is the
second largest radiopharmacy network in the US with more
than 50 pharmacies, distributing nuclear medicine products
to the largest National GPOs, regional health systems, stand-
alone imaging centres, cardiologists and hospitals. The
acquisition will provide Jubilant with direct access to hospital
networks with ability to deliver more than 3 million patient
doses annually through approximately 1,700 customers. The
acquisition will facilitate Jubilant forward integrate in the
radiopharmaceutical business.

Jubilant Pharma Australia PTY Limited

During the year, Jubilant Pharma Australia PTY Limited
(JPA’) was incorporated as a wholly-owned subsidiary of
the Company through Jubilant Pharma. JPA has been set
up to make regulatory filings in its own name in timely and
efficient manner. This will enable Jubilant to carry on its
pharma business in Australia in an effective manner. JPA will
continue to follow a B2B partnership model for marketing its
products in Australia.

Other subsidiaries are mentioned below:
Jubilant Innovation Pte. Limited

Jubilant Biosys (Singapore) Pte. Limited
Jubilant Drug Development Pte. Limited

Drug Discovery and Development Solutions Limited
Jubilant Life Sciences International Pte. Limited
Jubilant Innovation (BVI) Limited

Jubilant Life Sciences (BVI) Limited

Jubilant Biosys (BVI) Limited

Jubilant Innovation (USA) Inc.

Jubilant Pharma Holdings Inc.

HSL Holdings Inc.

Draxis Pharma LLC

Jubilant Draxlmage (USA) Inc.

Draximage LLC (Merged into Jubilant Draxlmage (USA) Inc.
effective from April 1, 2017)

Deprenyl Inc., USA (Merged into Jubilant Draxlmage (USA)
Inc. effective from April 1, 2017)

Jubilant HollisterStier Inc.
Draximage Limited, Cyprus
Draximage Limited, Ireland
6963196 Canada Inc.

6981364 Canada Inc.

DAHI Animal Health (UK) Limited

Draximage (UK) Limited

Jubilant Drug Discovery & Development Services Inc.
Jubilant Life Sciences (Switzerland) AG

Vanthys Pharmaceutical Development Private Limited
Jubilant Innovation (India) Limited

Jubilant First Trust Healthcare Limited

PERFORMANCE AND FINANCIAL POSITION OF
SUBSIDIARIES

The performance and financial position of the subsidiaries are
given in Form AOC-1 attached to the Financial Statements for
the year ended March 31, 2017.

PARTNERSHIPS

Jubilant HollisterStier General Partnership

Itis a Canada based partnership managed by two subsidiaries
ofthe Company - Jubilant HollisterStier Inc. and Draxis Pharma
LLC. This partnership provides contract manufacturing
services. It manufactures products in two categories: sterile
products and non-sterile products. Sterile products include
liquid and freeze-dried (lyophilized) injectables and sterile
ointments and creams. Non-sterile products include non-
sterile ointments, creams and liquids.

Draximage General Partnership

Itis a partnership based in Canada managed by two Canadian
subsidiaries of the Company i.e. Jubilant Draximage Inc.
(90%) and 6981364 Canada Inc. (10%).

STATUTORY AUDITORS

M/s B S R & Co. LLP, Chartered Accountants ('BSR') were
appointed as the Statutory Auditors of the Company at the
36™" AGM of the Company to hold office until the conclusion
of AGM to be held in the year 2018, subject to ratification
by the members at every AGM. BSR has confirmed that
ratification of their appointment, if made at the ensuing AGM,
shall be in accordance with the conditions specified in the
Act.

The Auditors’ Reports for the Financial Year 2016-17 do
not contain any qualification, reservation, adverse remark or
disclaimer.

COST AUDIT

Pursuant to Section 148 of the Act read with the Companies
(Cost Records and Audit) Rules, 2014, the Central
Government has prescribed audit of cost records for certain
products. Accordingly, the Company needs to carry out cost
audit of its products. Based on the recommendations of the
Audit Committee, the Board of Directors has re-appointed
M/s J. K. Kabra & Co., Cost Accountants as Cost Auditors
of the Company to conduct cost audit for the Financial Year
2016-17.

SECRETARIAL AUDIT

The Board had appointed M/s Sanjay Grover & Associates,
Company Secretaries to conduct Secretarial Audit pursuant
to the provisions of Section 204 of the Act for the Financial
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Year 2016-17. The Report of the Secretarial Auditors is
attached as Annexure-1 to this Report and does not contain
any qualification, reservation, adverse remark or disclaimer.

DIRECTORS AND KEY MANAGERIAL
PERSONNEL

Mr. Hari S Bhartia was re-appointed as Co-Chairman and
Managing Director of the Company for a period of 5 years
effective from April 1, 2017 by the Shareholders at the
AGM held on August 30, 2016. Mr. Hari S Bhartia retires
by rotation at the forthcoming AGM and being eligible, offers
himself for re-appointment.

The Board has appointed Mr. Pramod Yadav as Whole-time
Director of the Company for a period of 2 years effective from
April 1, 2017 subject to approval of the Shareholders at the
ensuing AGM.

The Board has, at its meeting held on May 23, 2017,
appointed Mr. Sushil Kumar Roongta and Mr. Vivek Mehra as
Additional Directors in the category of Independent Directors
and Mr. Priyavrat Bhartia and Mr. Arjun Shanker Bhartia
as Additional Directors in the category of Non-Executive
Directors.

Mr. Shardul S Shroff resigned from the Board of Directors of
the Company effective from May 24, 2016. Mr. Shyamsundar
Bang resigned as Executive Director of the Company effective
from February 7, 2017 on his superannuation from the
services of the Company. He continued as Non-Executive
Director of the Company till March 31, 2017.

MEETINGS OF THE BOARD

Four meetings of the Board of Directors of the Company were
held during the Financial Year 2016-17.

DECLARATION OF INDEPENDENT DIRECTORS

All Independent Directors have given declaration that they
meet the criteria of independence as provided under Section
149 of the Act and Regulation 16 of the Listing Regulations.

APPOINTMENT AND REMUNERATION POLICY

The Company has implemented Appointment and
Remuneration Policy pursuant to the provisions of Section
178 of the Act and Regulation 19 read with Schedule Il, Part
D of the Listing Regulations. The Policy has been disclosed in
the Corporate Governance Report attached to this Report.

ANNUAL PERFORMANCE EVALUATION OF THE
BOARD

A statement on annual evaluation by the Board of its
performance and performance of its Committees as well as
individual Directors forms part of the Corporate Governance
Report attached to this Report.

DIRECTORS’ RESPONSIBILITY STATEMENT

Your Directors, based on the representation received from the
management, confirm that:

(i) inthe preparation of the annual accounts, the applicable
accounting standards have been followed along with
proper explanation relating to material departures;

(ii) the Directors have selected such accounting policies
and applied them consistently and made judgments

and estimates that are reasonable and prudent so as
to give a true and fair view of the state of affairs of the
Company as on March 31, 2017 and of the profits of
the Company for the year ended March 31, 2017;

(iii) the Directors have taken proper and sufficient care for
the maintenance of adequate accounting records in
accordance with the provisions of the Act for safeguarding
the assets of the Company and for preventing and
detecting fraud and other irregularities;

(iv) the Directors have prepared the annual accounts on a
going concern basis;

(v) the Directors have laid down internal financial controls
to be followed by the Company and that such internal
financial controls are adequate and are operating
effectively.

Based on the framework of internal financial controls
including the Controls Manager for financial reporting
and compliance systems established and maintained by
the Company, work performed by the internal, statutory
and secretarial auditors and the reviews performed by
the management and the relevant Board committees,
including the Audit Committee, the Board is of the
opinion that the Company’s internal financial controls
were adequate and effective during the Financial Year
2016-17; and

(vi) the Directors have devised proper systems to ensure
compliance with the provisions of all applicable laws
and that such systems are adequate and operating
effectively.

COMPOSITION OF AUDIT COMMITTEE

As on date, the Audit Committee comprises Mr. S Sridhar,
Chairman, Ms. Sudha Pillai and Dr. Ashok Misra. The Board
has accepted all the recommendations made by the Audit
Committee.

CONSERVATION OF ENERGY, TECHNOLOGY
ABSORPTION AND FOREIGN EXCHANGE
EARNINGS AND OUTGO

Information relating to Conservation of Energy, Technology
Absorption and Foreign Exchange Earnings and Outgo,
required to be disclosed pursuant to Section 134 of the Act
read with the Companies (Accounts) Rules, 2014 is given as
Annexure-2 and forms part of this Report.

EMPLOYEES

Particulars of Directors and Employees as required under
Section 197(12) of the Act read with Rule 5 of the Companies
(Appointment and Remuneration of Managerial Personnel)
Rules, 2014, as amended, are given as Annexure-3 and form
part of this Report.

RISK MANAGEMENT AND INTERNAL CONTROL
SYSTEMS

Risk-taking is an inherent trait of any enterprise. However,
if risks are not properly managed and controlled, they can
affect the Company’s ability to attain its objectives. Risk
management and internal financial control systems play a
key role in directing and guiding the Company'’s activities by
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continually preventing and managing risks. The Board, Audit
Committee and Senior Management team collectively set the
overall tone and risk culture of the Company by identifying the
risks impacting the Company’s business and documenting
the process of risk identification, risk minimization and risk
optimization as a part of the risk management policy through
defined and communicated corporate values, clearly assigned
risk responsibilities, appropriately delegated authority and a
set of processes and guidelines.

There exists a critical risk management framework across
the Company and the same is reviewed on a periodic basis
by the Board. Some of the critical risks identified in various
businesses of the Company are:

*  Competition, Cost Competitiveness and Pricing

e Dependence on Certain Key Products and Customers
e Foreign Currency and Interest Rate Exposures

e Capacity Planning and Optimisation

e Manufacturing Operations

e Dependence on Single Manufacturing facility

*  Research & Development Effectiveness

e Supply Interruptions due to Single Source Supplier
e Limited Product Pipeline

e Failure to Supply to Customers

*  Human Resources- Acquire and Retain Talent

*  Compliance and Regulatory

*  Environment, Health and Safety

e Protecting Intellectual Property Rights

* Information Technology

*  Risk of changes in Tax Legislation

*  Mergers & Acquisitions

e Political or Economic Instability or Acts of Terrorism
e Duties by Export Destination Countries

e Acceptance of Our Products in Market

*  Policies regarding returns, allowances and chargebacks
in the United States

o Labour Unions
e Consolidation of Customer Base

The Company promotes strong ethical values and high levels
of integrity in all its activities, which in itself is a significant
risk mitigator. With the growth strategy in place, risk
management holds the key to the success of the Company’s
journey of continued competitive sustainability in attaining
the desired business objectives.

Implementation of Internal Financial Controls

To compete globally, world class Corporate Governance
and Financial Controls over operations are a must for the
Company. The Internal Financial Controls as mandated by
the Act, not only require a certification from CEO-CFO but
also put an obligation on the Board of Directors to ensure that
the Internal Financial Controls are adequate and operating
effectively. Besides this, the Statutory Auditors are also

required to give an opinion on the adequacy and effectiveness
of Internal Controls over Financial Reporting (‘ICFR’).

To make the Internal Financial Controls framework robust,
the Company has worked on three lines of defense strategy
which is as under:

- First Line of Defense: Build internal controls into
operating processes — To this end, we have ensured that
a detailed Delegation of Authority is issued, Standard
Operating Procedures for the processes are created,
financial decision making is done through Committees,
IT controls are built into the processes, Segregation of
Duties is done, strong budgetary control framework
exists, the Entity level controls including Code of
Conduct, Ombudsman Office are put in place, etc.

Second Line of Defense: Create an efficient review
mechanism — We created a review mechanism under
which all the business units and functions are reviewed
for performance at least once in a month by the respective
CEOs and once in a quarter, by the Corporate team. The
formats for these reviews are detailed and finalized with
the help of global consulting firms.

- Third Line of Defense: Independent assurance — A Big
Four firm has been appointed as our internal auditors to
perform systematic independent audit of every aspect of
the business to provide independent assurance on the
effectiveness of the internal controls and highlight the
gaps for continuous improvement.

We have implemented a programme under which more
than 2,000 financial controls are established and certified
on a quarterly basis by the relevant process owners before
the financial results are closed for the quarter. A quarterly
certification process is maintained through a work flow based
IT tool called ‘Controls Manager’ and this certification is the
basis of the CEO-CFO certification stipulated by Regulation
17(8) read with Part B of Schedule Il to the Listing
Regulations.

The Company regularly updates the controls library and Risk
and Control Matrix. The exercise of review of controls was
conducted during the year by the in-house process owners
with the help of a Big Four firm. The revised control framework
after such review was tested for operational effectiveness by
the Statutory Auditors and they have given an affirmative
opinion about the adequacy and effectiveness of the Internal
Controls for Financial Reporting in the Company.

The Company has three business segments namely
(a) Pharmaceuticals (b) Life Science Ingredients and
(c) Drug Discovery Solutions. Each segment has a complete
management set up with CEO, CFO and other functional
heads who are responsible for running the operations and
report to the Chairman/Co-Chairman and Managing Director
and the Corporate Committee.

To improve the controls in operations, we have established,
for each line of business, the concept of financial decision
making through operational committees.

A detailed note on Internal Control Systems and Risk
Management is given under ‘Management Discussion and
Analysis Report’.
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CERTIFICATIONS

The Company has received Responsible Care®14001:2013
certification under the American Chemistry Council’s (ACC)
Responsible Care® program for Corporate Office in Noida
and Gajraula Manufacturing facility. Implementation of
RC14001 and Responsible Care Management System by
Jubilant demonstrates its commitment to employee health
and safety, community and the environment.

Responsible Care initiative encompasses comprehensive
environmental management system, occupational health and
safety, product stewardship, security, community outreach
and transportation safety and aims at achieving and sustaining
high standards of performance.

Gajraula, Nira, Bharuch and Savli Manufacturing facilities
are certified under Integrated Management System program
for ISO 9001 (Quality Management System), ISO 14001
(Environmental Management System) and OHSAS 18001
(Occupational Health and Safety Management system).

Gajraula

Gajraula Quality Control Laboratory has also been accredited
by National Accreditation Board for Testing and Calibration
Laboratories in accordance with the ISO/ IEC 17025:2005.
The Carbon Dioxide manufacturing facility has been certified
for FSSC 22000:2005 and TS 22002-01:2009 (Food Safety
System Certification) for production and dispatch of food
grade Carbon Dioxide for Beverages. Carbon Dioxide product
is approved by Food Safety and Standards Authority of India
(FSSAI).

Gajraula manufacturing facility has been Kosher and also Halal
Certified for key products going in for human consumption.

Savli

Animal Nutrition Unit at Savli is certified for FAMI-QS Code
Version 5.1 in Feed Safety Management System.

Ambernath

Ambernath Manufacturing facility is ISO 9001:2008 certified
for Quality Management System.

Bharuch

Bharuch Site has received Energy Management System
Certification I1SO 50001:2011 for energy Conservation
programme (ENCON).

Vitamins plant at Bharuch is certified for FAMI-QS Code
Version 5.1 in Feed Safety Management System, Kosher,
Halal-India, Halal-Malaysia, Halal-Indonesia, FSSC 22000
(Global Food Safety) Compliance, Hazard Analysis and
Critical Control Points ('HACCP') and Good Manufacturing
Practices (GMP").

Nira

Acetyl manufacturing facility at Nira has been recommended
for FSSC/1SO 22000:2005 (Food Safety System Certification)
for production and dispatch of these food grade products.
Further, Glacial acetic acid from Nira has been recommended
to FSSC /ISO 22000:2005 for storage and supply of food
grade acetic acid. Manufacturing facility at Nira has been
Kosher approved and Halal certified for the products
manufactured at the facility.

HUMAN RESOURCES

Our employees remain at the core of the Company’s growth
strategy and play a vital role in ensuring sustainable business
growth and future readiness. The Company has been focusing
on strengthening its talent management and employee
engagement processes through clear role expectations with
specific and well defined Key Performance Indicators for each
role. We believe in creating a culture of performance and merit
that provides all our employees with opportunities to excel,
learn and progress. We have been focusing on attracting the
best talent from India’s leading campuses to have a steady
flow of fresh talent, thereby creating a strong pool of internal
talent.

Our well defined Leadership Competency Framework lays
tremendous focus on outlining a common leadership culture
throughout the organization. All our initiatives are backed
by an action oriented development plan. The development
initiatives lay the foundation of our talent pipeline.

Last year, we participated in the Great Place to Work survey.
The results of the survey has enabled us to re-design our
practices and address areas that concern our employees.

As on March 31, 2017, a total of 384 employees at our
manufacturing plants at Savli, Nira and Gajraula were either
members of unions or had collective bargaining capabilities.
During the year, we enjoyed cordial relations with our
employees and there have been no instances of labour unrest
or disputes at any of the manufacturing sites.

The Company has a Policy on Prevention of Sexual
Harassment at workplace and the Company has not received
any complaint during the year under the Sexual Harassment of
Women at Workplace (Prevention, Prohibition and Redressal)
Act, 2013.

A detailed note on Human Resource Management is given in
the 'Management Discussion and Analysis Report'.

INVESTOR SERVICES

With a view to keep its investors well informed of its activities,
the Company has taken the following initiatives:

e E-mailing quarterly results and press releases to the
Shareholders soon after they are sent to the stock
exchanges and e-mailing Annual Reports. Maintaining
user friendly Investor Section on the website of the

Company www.jubl.com;

* A dedicated e-mail address viz. investors@jubl.com
for interacting on various matters with respect to share
transfer, transmission, dividends and other related issues
with the Company Secretary and Compliance Officer;

*  Mailing feedback forms to the investors on an annual
basis so as to obtain valuable feedback and suggestions
for improvement. The Company has also placed
an online Investor Feedback form on its website
www.jubl.com under the head 'Investor Feedback Form'
to facilitate electronic submission of the Form;

*  Earnings Presentation and Release detailing the quarterly
results that are uploaded on the website www.jubl.com.
Earnings call is typically conducted post announcement
of results to the stock exchanges as per the schedule
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mentioned in the Concall Invite which is also uploaded
on the website of the Company. Earnings calls playback
is made available on the link shared in the Concall
Invite and transcripts are uploaded on the website of the
Company;

*  Meeting the investors and analysts from time to time at
their request;

e The presentation and meeting schedule of Roadshows
attended by the Company are uploaded on its website
after intimating the same to the Stock Exchanges; and

e Disclosure made to the Stock Exchanges are promptly
uploaded on the website of the Company for information
of the Investors.

AWARDS AND ACCOLADES

During the year, various awards and accolades were received
by the Company like:

e 17" CIl National Award for Excellence in Energy
conferred under the Chemical/Pharma/Fertilizers
category - Gajraula Plant, India;

e Sustainability Award for ‘Best Green Process’ in Chemical
sector in FICCI Chemicals & Petrochemicals Awards,
2016 - Gajraula Plant, India;

e |CC Certificate of Merit for continuous efforts of ‘water
resources management in chemical industries’- Gajraula
Plant, India; and

*  One Gold and Three Silver Awards in Kaizen Category
at Quality Circle Forum of India, Ankleshwar, Gujarat -
Bharuch Plant, India.

VIGIL MECHANISM

The details of Vigil Mechanism (Whistle Blower Policy)
adopted by the Company have been disclosed in the Corporate
Governance Report attached to this Report and which forms
an integral part of this Report.

GREEN INITIATIVES

With the aim of going green and minimising our impact on
the environment, the Company continued with the green
initiatives in its operations which include:

e Conducting paperless Board/ Committee Meetings;

e Uploading the Corporate Sustainability Report on the
website of the Company (instead of circulating in paper
or CD form) and providing its weblink to the Shareholders
alongwith the Annual Report; and

e E-mailing Annual Reports to the Shareholders whose
e-mail addresses are provided by the depositories or
who have opted for the electronic version.

CORPORATE SOCIAL RESPONSIBILITY

Jubilant's approach to sustainable development focuses
on the triple bottom line of Economic, Environmental and
Social performance. Corporate Social Responsibility ('CSR')
is an integral part of the social performance of the Company.
At Jubilant, CSR is the commitment of the Company to
contribute towards inclusive growth. The thrust of CSR
initiatives is to create value in the lives of the communities
around the area of operations of the Company, which is an

important stakeholder. Following are the highlights of CSR at
Jubilant:

e During the Financial Year 2016-17, Jubilant continued
its CSR initiatives in various sectors;

*  Following the approach of ‘triple bottom line’, Jubilant
has been publishing its Corporate Sustainability Report
every year from 2003 onwards. The report is externally
verified and is in accordance with Global Reporting
Initiative (‘GRI’) guidelines; and

*  Acknowledged application level A+ by GRI for
our Corporate Sustainability Report since 2007
onwards. Latest report is in accordance with GRI G4
— Comprehensive. All our reports are available on the
Company’s website www.jubl.com.

CSR initiatives of the Company are conceptualized and
implemented through Jubilant Bhartia Foundation ('JBF'), the
social wing of Jubilant Bhartia Group, established in 2007 as
a not-for-profit organization. JBF works on 4P model (Public-
Private-People-Partnership) for empowering communities and
believes that for sustainable social intervention, participation
of communities must be ensured in the Company’'s CSR
projects/ programmes. Jubilant’s role is to act as a catalyst and
facilitate the process. The social initiatives of the Company
are in line with the United Nations Sustainable Development
Goals.

JBF in partnership with Schwab Foundation for Social
Entrepreneurship has been conferring Social Entrepreneur of
the Year (SEQY) Award in India since the year 2010. The
award celebrates mature-stage social entrepreneurs and their
organizations that implement innovative, sustainable and
large-scale solutions to address poverty, indignity and lack
of basic services and resources in ‘Bottom of the Pyramid’
and ultra-poor communities. They work in areas as diverse as
health, education, job creation, water, clean energy, building
identity and entitlements and access to information and
technology. Whether they set up social businesses, hybrid
social ventures or not-for-profit organizations, the primary
focus of social entrepreneurs is large-scale, transformational
impact.

SEQY does not fall in the purview of CSR activities pursuant
to the provisions of Schedule VII to the Act. The Company
shall, however, continue to confer the SEQY award over and
above CSR budget of the Company in view of the social
benefits of the award.

JBF's detailed activities are available on its website
www.jubilantbhartiafoundation.com. Annual Report on
CSR including contents of the CSR Policy is attached as
Annexure-4 to this Report.

The Listing Regulations have mandated inclusion of the
Business Responsibility Report (‘BR Report’) as part of the
Annual Report starting from the Financial Year 2016-17 for
top 500 listed entities based on market capitalisation. In
compliance with the Listing Regulations, BR Report forms
part of the Annual Report.

During the Financial Year 2015, Jubilant Pharma had taken
loan from International Finance Corporation ('IFC'). Jubilant
Pharma had ensured compliance towards the Environmental
and Social Action Plan suggested by IFC post Environment
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and Social Due Diligence. Jubilant Pharma is also submitting
Annual Monitoring Report (‘AMR') to IFC containing detailed
environment and social performance of the company with
respect to the IFC Performance Standards in a timely manner.
The AMR also includes the latest compliance status towards
the Environmental and Social Action Plan recommended by
IFC during their annual E&S supervision visit.

OTHER DISCLOSURES

i.  Extracts of Annual Return: Pursuant to the provisions of
Section 92 of the Act read with Rule 12 of the Companies
(Management and Administration) Rules, 2014, extract
of the Annual Return is attached as Annexure-5 to this
Report.

ii.  Public Deposits: No deposits have been accepted by the
Company during the year from the public. The Company
had no outstanding, overdue, unpaid or unclaimed
deposits at the beginning and end of the Financial Year
2016-17.

iii. Loans, Guarantees and Investments: Details of loans,
guarantees/ securities and investments along with
the purpose for which the loan, guarantee or security
is proposed to be utilised by the recipient have been
disclosed in Note nos. 5, 6, 11, 40 and 41 to the
Standalone Financial Statements.

iv. Particulars of Contracts or Arrangements with the
Related Parties: The Company has formulated a policy
on Related Party Transactions (‘RPTs’), dealing with the
review and approval of RPTs. Prior omnibus approval
is obtained for RPTs which are of repetitive nature. All
RPTs are placed before the Audit Committee for review
and approval.

All RPTs entered into during the Financial Year 2016-17
were in the ordinary course of business and on arm’s
length basis. No material RPTs were entered into during
the Financial Year 2016-17 by the Company as defined
in the Policy on Materiality of Related Party Transactions.
Accordingly, the disclosure of RPTs as required under
Section 134(3)(h) of the Act in Form AOC-2 is not
applicable. Your Directors draw attention of the members
to Note no. 37 to the Standalone Financial Statements
which sets out the Related Party disclosures.

v.  Material Changes in Financial Position: No material
change or commitment has occurred after the close of
the Financial Year 2016-17 till the date of this Report,
which affects the financial position of the Company.

vi. Orders passed by Courts/ Regulators: No significant or

material order has been passed by the regulators or
courts or tribunals impacting the going concern status of
the Company or its future operations.

CORPORATE GOVERNANCE

As a responsible corporate citizen, the Company is committed
to maintain the highest standards of Corporate Governance
and believes in adhering to the best corporate practices
prevalent globally.

A detailed Report on Corporate Governance is attached as
Annexure-6 and forms part of this Report. A certificate from
a Practising Company Secretary confirming compliance with
the conditions of Corporate Governance, as stipulated in
Clause E of Schedule V to the Listing Regulations is attached
to the Corporate Governance Report.

The Board Members and Senior Management Personnel have
affirmed compliance with the Code of Conduct for Directors
and Senior Management for the year ended March 31, 2017.
A certificate from the Co-Chairman & Managing Director
confirming the same is attached to the Corporate Governance
Report.

A certificate from the CEO and CFO confirming correctness
of the financial statements, adequacy of internal control
measures, etc. is also attached to the Corporate Governance
Report.

MANAGEMENT DISCUSSION AND ANALYSIS
REPORT

The Management Discussion and Analysis Report on the
operations of the Company as provided under the Listing
Regulations has been given separately and forms part of this
Report.
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Annexure-1

SECRETARIAL AUDIT REPORT
FOR THE FINANCIAL YEAR ENDED 31 MARCH, 2017

[Pursuant to Section 204(1) of the Companies Act, 2013 and Rule No. 9 of the Companies
(Appointment and Remuneration of Managerial Personnel) Rules, 2014]

To,

The Members,

Jubilant Life Sciences Limited

(CIN: L24116UP1978PLC004624)
Bhartiagram, Gajraula, District Amroha,
Uttar Pradesh-244223

We have conducted the secretarial audit of the compliance
of applicable statutory provisions and the adherence to
good corporate practices by Jubilant Life Sciences Limited
(hereinafter called the Company). Secretarial Audit was
conducted in a manner that provided us a reasonable basis
for evaluating the corporate conducts/statutory compliances
and expressing our opinion thereon.

We report that-

a) Maintenance of secretarial records is the responsibility
of the management of the Company. Our responsibility is
to express an opinion on these secretarial records based
on our audit.

b) We have followed the audit practices and processes as
were appropriate to obtain reasonable assurance about
the correctness of the contents of the secretarial records.
The verification was done on test basis to ensure that
correct facts are reflected in secretarial records. We
believe that the processes and practices, we followed
provide a reasonable basis for our opinion.

¢) We have not verified the correctness and appropriateness
of the financial statements of the Company.

d) Wherever required, we have obtained the Management
representation about the compliances of laws, rules,
regulations and standards and happening of events etc.

e) The compliance of the provisions of the corporate and
other applicable laws, rules, regulations and standards is
the responsibility of the management. Our examination
was limited to the verification of procedures on test
basis.

f)  The Secretarial Audit report is neither an assurance as to
the future viability of the company nor of the efficacy or
effectiveness with which the management has conducted
the affairs of the Company.

Based on our verification of the Company’s books, papers,
minutes books, forms and returns filed and other records
maintained by the Company and also the information
provided by the Company, its officers, agents and authorized
representatives during the conduct of Secretarial Audit,
we hereby report that in our opinion, the Company has,
during the audit period covering the financial year ended on
31t March, 2017 (“Audit Period”) complied with the statutory
provisions listed hereunder and also that the Company has
proper Board processes and compliance mechanism in place
to the extent, in the manner and subject to the reporting
made hereinafter:

We have examined the books, papers, minute books, forms
and returns filed and other records maintained by the
Company for the financial year ended on 31t March, 2017
according to the provisions of:-

(i) The Companies Act, 2013 (the Act) and the rules made
thereunder;

(ii) The Securities Contracts (Regulation) Act, 1956 (‘SCRA")
and the rules made thereunder;

(iii) The Depositories Act, 1996 and the Regulations and
Bye-laws framed thereunder;

(iv) Foreign Exchange Management Act, 1999 and the
rules and regulations made thereunder to the extent of
Foreign Direct Investment, Overseas Direct Investment
and External Commercial Borrowings;

(v) The following Regulations and Guidelines prescribed
under the Securities and Exchange Board of India Act,
1992 (‘SEBI Act’):-

(@) The Securities and Exchange Board of India
(Substantial Acquisition of Shares and Takeovers)
Regulations, 2011;

(b) The Securities and Exchange Board of India
(Prohibition of Insider Trading) Regulations, 2015;

(c) The Securities and Exchange Board of India (Issue of
Capital and Disclosure Requirements) Regulations,
2009;

(d) The Securities and Exchange Board of India (Share
based Employee Benefits) Regulations, 2014;

(e) The Securities and Exchange Board of India (Issue
and Listing of Debt Securities) Regulations, 2008;

() The Securities and Exchange Board of India
(Registrars to an Issue and Share Transfer Agents)
Regulations, 1993 regarding the Companies Act,
2013 and dealing with client;

(g) *The Securities and Exchange Board of India
(Delisting of Equity Shares) Regulations, 2009;

(h) *The Securities and Exchange Board of India
(Buyback of Securities) Regulations, 1998; and

(i) The Securities and Exchange Board of India
(Listing Obligations and Disclosure Requirements)
Regulations, 2015.

*No event took place under these regulations during the
audit period.

We have also examined compliance with the applicable
clauses of the Secretarial Standards on Meetings of the
Board of Directors and on General Meetings issued by
the Institute of Company Secretaries of India.
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During the Audit period, the Company has complied
with the provisions of the Act, Rules, Regulations and
Guidelines, to the extent applicable, as mentioned
above.

(vi) The Company’s Businesses comprise of products and
services across Pharmaceuticals and Life Science
Ingredients. The Company has manufacturing facility
of ANU (Animal Nutrition Unit) at Savli near Vadodara,
Guijarat, Vitamins plant at Bharuch in Gujarat, Pyridine
& Picolines manufacturing at Gajraula in Uttar Pradesh,
Fine Ingredients manufacturing at Gajraula in Uttar
Pradesh and Ambernath in Maharashtra, Ethyl Acetate,
Acetic Anhydride and Carbon Dioxide manufacturing
facility at Nira in Maharashtra and Gajraula in Uttar
Pradesh. As informed by the management, following
are some of the laws specifically applicable to the
Company:-

e Narcotics Drugs and Phychotropic Substance Act,
1985 and rules made thereunder;

e Legal Metrology Act, 2009 and rules made
thereunder;

e Boilers Act, 1923 and rules made thereunder;

e Essential Commodities Act, 1955 and rules made
thereunder;

We have checked the compliance management system of the
Company to obtain reasonable assurance about the adequacy
of systems in place to ensure compliance of specifically
applicable laws and this verification was done on test basis.
We believe that the Audit evidence which we have obtained
is sufficient and appropriate to provide a basis for our audit
opinion. In our opinion and to the best of our information
and according to explanations given to us, we believe that
the compliance management system of the Company seems
adequate to ensure compliance of laws specifically applicable
to the Company.

We further report that the Board of Directors of the Company
is duly constituted with proper balance of Executive Directors,
Non-Executive Directors and Independent Directors. The
changes in the composition of the Board of Directors that took
place during the audit period were carried out in compliance
with the provisions of the Act.

Adequate notices were given to all directors to schedule
the Board Meetings. Agenda and detailed notes on agenda
were sent in advance of the meetings and a system exists for
seeking and obtaining further information and clarifications
on the agenda items before the meeting for meaningful
participation at the meeting.

Board decisions are carried out with unanimous consent and
therefore, no dissenting views were required to be captured
and recorded as part of the minutes.

We further report that there are adequate systems and
processes in the Company commensurate with the size and
operations of the Company to monitor and ensure compliance
with applicable laws, rules, regulations, standards and
guidelines.

We further report that during the audit period,

1) pursuant to provisions of Sections 41, 42, 62 and 71
of the Companies Act, 2013 and any other applicable
laws, Members of the Company via postal ballot (result
declared on May 31, 2016) accorded their approval to
the Board of Directors of the Company to create, issue,
offer and allot following securities for an aggregate
amount not exceeding INR equivalent of USD 200
million (US Dollar Two Hundred Million):-

i)  Global Depository Receipts, American Depository
Receipts, Foreign Currency Convertible Bonds,
Foreign Currency Exchangeable Bonds convertible
into or exchangeable for equity shares of the
Company having face value of Re. 1/- each (Rupee
One only) or other securities of the Company
through public and/or private offerings and/ or on
preferential allotment basis and/ or

i)  Equity Shares, fully convertible debentures, partly
convertible debentures, non-convertible debentures
with warrants and/ or any security convertible into
Equity Shares (collectively referred to as “Indian
Securities”) or any combination of Indian Securities,
through a Qualified Institutional Placement.

2) pursuant to the provisions of Sections 23, 42 and 71
of the Companies Act, 2013 and any other applicable
laws, Members of the Company via postal ballot (result
declared on December 26, 2016) accorded their
approval to the Board of Directors of the Company to
issue, offer, invite for subscription and to allot Listed
Redeemable Non-Convertible Debentures (l/isted on
National Stock Exchange of India Limited) on private
placement basis, in one or more series/ tranches, during
a period of 1 (one) year from the date of passing of this
resolution, upto ¥ 1,000 Crore (Rupees One Thousand

Crore only).
For Sanjay Grover & Associates
Company Secretaries
Firm Registration No.: P2001DE052900
Sanjay Grover
New Delhi Managing Partner
May 23, 2017 CP No.: 3850
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Annexure-2

Disclosures under Section 134(3)(m) of the Companies Act, 2013 read with the Companies
(Accounts) Rules, 2014

A. CONSERVATION OF ENERGY

i)

ii)

iii)

Steps taken or impact on conservation of
energy

*  Reduced power consumption norm of 28
Tonnes Per Hour boiler at Bharuch and 90
Tonnes Per Hour boiler at Gajraula

¢ Reduced Steam and Power Norm in Advance
Intermediate plant at Gajraula

e Energy cost optimisation in Life Science
Chemicals plant at Gajraula

*  Reduced Steam norm in Ethanol plant at Nira

* Reduced power norm in Vitamin plant at
Bharuch

e Reduced Furnace Heat losses in Incinerator-2
and utilized flue gas waste heat at Gajraula

*  Reduced steam distribution losses at Gajraula

The above steps have resulted into savings of
% 64.00 Million during the Financial Year 2016-17.

Steps taken by the Company for utilizing
alternate sources of energy

The Company recognizes the reality of climate
change and its impact. To bring down the carbon
foot print, the Company continuously strives to use
renewable energy. Biogas and Biomass are the key
renewable energy sources in the overall energy mix
of the Company. In the Financial Year 2016-17,
4.5% of the total energy consumed in the plants
was from renewable sources. This amounts to
energy equivalent to 0.31 peta joules.

Capital investment on energy conservation
equipment

Capital investment on energy conservation
equipment for the Financial Year 2016-17 was
¥ 25.80 Million.

B. TECHNOLOGY ABSORPTION

i)

Efforts made towards technology absorption

Research & Development (‘R&D’) is the linchpin of
innovation and plays a vital role in developing and
adopting new technologies in the technologically
intensive pharmaceutical industry.

The basic mission of R&D remains to enhance
innovation  level, scientific efficiency and
effectiveness in compliance with Jubilant core
values.

In Jubilant, a team of well qualified and experienced
professionals in R&D Centres spread across multiple

ii)

locations is specialized across the value chain of
pharmaceutical and chemical research. Our R&D
Centres conform to International Standards and
are well equipped with world-class infrastructure
managed by best-in-class manpower. Each R&D
Centre has a dedicated unit integrated with relevant
business.

All multi-located dedicated R&D Centres are
diversified but internally integrated to leverage
knowledge and innovation in allied scientific
domains. Our R&D performance hinges on the
coherence and cohesiveness among multi-located
R&D Centres where rapid exchange of knowledge
takes place to keep pace with competition and
to develop disruptive technologies for future. The
R&D team focuses on Drug formulation research,
Contract research, Novel Drug Delivery Systems
research, Drug Discovery research, Chemical
research pertaining to APIs, Radiopharmaceuticals,
advance intermediates, fine ingredients and
biological support including pharmacokinetics
and Bio Availability/Bio Equivalence studies.
R&D supports the activities of various businesses
through new product and process development,
process intensification, absorption of technologies
and establishing technologies at commercial scale.

Our R&D thrives on ‘green chemistry culture’ and has
developed various environment friendly technologies
wherein many batch processes have been replaced
by continuous processes, incorporated optimum
atom efficiencies recovery, recycling and reuse of
solvents/reagents/by-products targeting towards
zero discharge of effluents, removal/substitution/
minimization of hazardous chemicals and replacing
chemical processes with enzymatic/chemo catalysis
processes.

Benefits derived like product improvement,
cost reduction, product development or
import substitution

Through our investment in R&D, together with
our implementation of management tools and
strategies in manufacturing, design and project
management, we continue to improve our cost
competitiveness and quality of production by
improving the efficiency of our supply chain
management and developing better processes and
product development and manufacturing capacities
to reduce process inefficiencies, process variations,
plant inefficiencies, assets underutilization
and the time required for product and process
development.

We continually develop new products that provide
our customers with better solutions for existing
problems and new solutions for emerging problems.
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This requires us to expend significant effort
on research, development, manufacturing and
marketing. To preserve the value of our investment,
we rely on the patent laws of the jurisdictions
where we do business. In addition, we need to
continue to improve our production efficiency.
Our production technologies typically incorporate
specialized proprietary know-how. We have both
developed intellectual property internally and
acquired intellectual property through acquisitions.
From time to time, we may grant licenses to third
parties to use our patents and know-how and may
obtain licenses from others to manufacture and sell
products using their technology and know-how.

Our R&D continues to lead to new, innovative
processes and new knowledge-driven products
that increase the efficiencies of our production and
allow us to capitalize on opportunities for growth in
competitive markets.

Our R&D efforts have helped us in avoiding any
intellectual property dispute by identifying newer
opportunities, better understanding of emerging
challenges,  developing  alternative/innovative
research strategies and creating intellectual property
which is well protected in defined geographies of
our business interests.

We have been conferred with various prestigious
awards nationally for R&D work.

iii) Imported Technology
Not Applicable.

iv) Expenditure incurred on Research and
Development

(X / Million)

Sr. No. Particulars 2016-17 2015-16
(a) Capital 14.30 12.34
(b)  Recurring 161.64 131.16
Total 175.94 143.50

Foreign Exchange Earnings and Outgo

(% /Million)
Particulars 2016-17 2015-16
Foreign exchange outgo in 10,082 9,430

terms of actual outflows

Foreign exchange earned in 10,365 12,344
terms of actual inflows
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Annexure-3

Particulars prescribed under Section 197(12) of the Act read with the Companies
(Appointment and Remuneration of Managerial Personnel) Rules, 2014

PART A:

i)

(i)
(iii)
(iv)

(v)

The ratio of remuneration of each Director to the median remuneration of the employees of the Company for the Financial
Year 2016-17 and the percentage increase in remuneration of each Director, Chief Financial Officer and Company Secretary,
in the Financial Year 2016-17 are as under:

Sr. Name and Designation of Director/ Remuneration % increase in Ratio of Remuneration
No. Key Managerial Personnel during Financial Year Remuneration of each Director to
2016-17 median Remuneration
(Ind of Employees

1 Mr. Shyam S Bhartia - - -
Chairman

2  Mr. Hari S Bhartia 42,549,239 - 89.29
Co-Chairman & Managing Director

3  Mr. Shyamsundar Bang 37,817,448 - 79.36
Executive Director

4 Dr. Ashok Misra 1,470,000 226.67 3.08
Non-Executive Independent Director

5  Mr. S Sridhar 1,545,000 212.12 3.24
Non-Executive Independent Director

6  Ms. Sudha Pillai 1,530,000 218.75 3.21

Non-Executive Independent Director

7 Mr. Shardul S Shroff - - -
Non-Executive Independent Director

8  Mr. R Sankaraiah 72,619,965 20.09 Not Applicable
Chief Financial Officer (Designated as
Executive Director - Finance)

9  Mr. Rajiv Shah 7,390,527 31.64 Not Applicable
Company Secretary

Notes:

1. Mr. Shyam S Bhartia, Chairman has opted not to take commission and sitting fees for the Financial Year 2016-17.

2. Remuneration of Mr. Hari S Bhartia includes commission payable. Percentage increase in his remuneration is not
quantified as no remuneration was paid to him by the Company in the Financial Year 2015-16.

3. Mr. Shyamsundar Bang resigned as Executive Director effective from February 7, 2017 on his superannuation
from the services of the Company and as Director effective from March 31, 2017. His remuneration includes
¥ 8,628,218 towards perquisite value of ESOPs exercised. Percentage increase in his remuneration is not quantified
as no remuneration was paid to him by the Company in the Financial Year 2015-16.

Mr. Shardul S Shroff resigned effective from May 24, 2016.
Remuneration of Non-Executive Independent Directors consists of sitting fees and commission payable.
Remuneration of Mr. R Sankaraiah includes ¥ 12,636,668 towards perquisite value of ESOPs exercised.

Median of Total Cost to Company (CTC) on payable basis has been taken for all on-roll employees as on March 31,
2017. Median salary of all on-roll employees is ¥ 476,524.

The percentage increase in the median remuneration of employees in the Financial Year 2016-17 was 8.82%.

N o o &

2,389 permanent employees were on the rolls of the Company as on March 31, 2017.

Average percentage increase already made in the salaries of employees other than the managerial personnel in the last
Financial Year and its comparison with the percentage increase in the managerial remuneration and justification thereof and
point out if there are any exceptional circumstances for increase in the managerial remuneration.

Average increase in the remuneration of employees other than managerial personnel was 10% in the Financial Year 2016-
17. Details of remuneration paid to the Managerial Personnel is given in the table above. The remuneration has been paid
to the Managerial Personnel in line with the resolutions approved by the Shareholders.

Affirmation that the remuneration is as per the remuneration policy of the Company:

It is hereby affirmed that the remuneration paid is as per the Appointment and Remuneration Policy for Directors, Key
Managerial Personnel and other employees.
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