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A free translation from Portuguese into English of Independent Auditor’s Report on Financial Statements prepared
in Brazilian currency in accordance with accounting practices adopted in Brazil

Independent auditor’s report on financial statements

The Management and Members of
Dr. Reddy’s Farmacéutica do Brasil Ltda.
Sao Paulo — SP

Opinion

We have audited the financial statements of Dr. Reddy’s Farmacéutica do Brasil Ltda. (the
“Company”), which comprise the statement of financial position as at December 31, 2020 and the
related statements of profit or loss, of comprehensive income (loss), of changes in equity, and of cash
flows for the year then ended, and notes to the financial statements, including a summary of significant
accounting policies.

In our opinion, the accompanying financial statements present fairly, in all material respects, the
financial position of the Company as at December 31, 2020, and its financial performance and cash
flows for the year then ended in accordance with the accounting practices adopted in Brazil.

Basis for opinion

We conducted our audit in accordance with Brazilian and International Standards on Auditing. Our
responsibilities under those standards are further described in the Auditor’s responsibilities for the
audit of the financial statements section of our report. We are independent of the Company in
accordance with the relevant ethical principles set forth in the Code of Professional Ethics for
Accountants, the professional standards issued by Brazil’s National Association of State Boards of
Accountancy (CFC) and we have fulfilled our other ethical responsibilities in accordance with these
requirements. We believe that the audit evidence we have obtained is sufficient and appropriate to
provide a basis for our opinion.

Responsibilities of management and those charged with governance for the financial
statements

Management is responsible for the preparation and fair presentation of the financial statements in
accordance with the accounting practices adopted in Brazil, and for such internal control as
management determines is necessary to enable the preparation of financial statements that are free of
material misstatement, whether due to fraud or error.

In preparing the financial statements, management is responsible for assessing the Company’s ability
to continue as a going concern, disclosing, as applicable, matters related to going concern and using
the going concern basis of accounting, unless management either intends to liquidate the Company or
to cease operations, or has no realistic alternative but to do so.

1
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Those charged with governance are responsible for overseeing the Company’s financial reporting
process.

Auditor’s responsibilities for the audit of the financial statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole
are free of material misstatement, whether due to fraud or error, and to issue an auditor’s report that
includes our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that
an audit conducted in accordance with Brazilian and International Standards on Auditing will always
detect a material misstatement when it exists. Misstatements can arise from fraud or error and are
considered material if, individually or in the aggregate, they could reasonably be expected to influence
the economic decisions of users taken on the basis of these financial statements.

As part of an audit in accordance with Brazilian and International Standards on Auditing, we exercise
professional judgment and maintain professional skepticism throughout the audit. We also:

¢ |dentified and assessed the risks of material misstatement of the financial statements, whether due
to fraud or error, designed and performed audit procedures responsive to those risks, and obtained
audit evidence that is sufficient and appropriate to provide a basis for our opinion. The risk of not
detecting a material misstatement resulting from fraud is higher than for one resulting from error, as
fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the override of
internal control.

¢ Obtained an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the Company’s internal control.

¢ Evaluated the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by management.

e Concluded on the appropriateness of management’s use of the going concern basis of accounting
and, based on the audit evidence obtained, whether a material uncertainty exists related to events or
conditions that may cast significant doubt on the Company’s ability to continue as a going concern. If
we conclude that a material uncertainty exists, we are required to draw attention in our auditor’s
report to the related disclosures in the financial statements or, if such disclosures are inadequate, to
modify our opinion. Our conclusions are based on the audit evidence obtained up to the date of our
auditor’s report. However, future events or conditions may cause the Company to cease to continue
as a going concern.

¢ Evaluated the overall presentation, structure and content of the financial statements, including the
disclosures, and whether the financial statements represent the underlying transactions and events
in a manner that achieves fair presentation.

We communicate with those charged with governance regarding, among other matters, the scope and
timing of the planned audit procedures and significant audit findings, including deficiencies in internal
control that we may have identified during our audit.
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A free translation from Portuguese into English of financial statements prepared in Brazilian currency in accordance
with accounting practices adopted in Brazil

Dr. Reddy’s Farmacéutica do Brasil Ltda.

Statement of financial position
December 31, 2020 and 2019
(In thousands of reais — R$)

Assets
Current assets

Cash and cash equivalents
Trade accounts receivable
Transactions with related parties

Inventories

Taxes recoverable
Advances to employees
Advances to suppliers
Prepaid expenses
Total current assets

Noncurrent assets
Judicial deposits
Property and equipment
Intangible assets

Total noncurrent assets

Total assets

Note 2020 2019
5 8,788 3,794
6 22,822 26,739
13 1,385 524
7 15,132 14,709
8 1,427 5,366

266 264

1,810 1,957

430 41

52,062 53,394

203 171

10 5,775 3,720
10 665 -
6,643 3,891

58,705 57,285
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Dr. Reddy’s Farmacéutica do Brasil Ltda.

Statement of financial position
December 31, 2020 and 2019
(In thousands of reais — R$)

402

Note 2020 2019
Liabilities and equity
Current liabilities
Trade accounts payable 12 1,399 2,380
Loans and financing 11 50,427 50,057
Transactions with related parties 13 23,349 22,567
Related-party loans 13 267 207
Labor obligations 1,292 1,091
Tax obligations 897 1,373
Other accounts payable 3,291 1,414
Total current liabilities 80,922 79,089
Equity
Capital 14 36,249 36,249
Accumulated losses (58,466) (58,053)
Total equity (22,217) (21,804)
Total liabilities and equity 58,705 57,285

See accompanying notes.




Dr. Reddy’s Farmacéutica do Brasil Ltda.

Statement of profit or loss
Years ended December 31, 2020 and 2019
(In thousands of reais — R$)

Note 2020 2019
Net revenue 15 98,566 108,038
Cost of sales 16 (45,846) (52,083)
Gross profit 52,720 55,955
Operating expenses 17
General and administrative expenses (16,192) (20,709)
Personnel (20,874) (18,358)
Tax (381) (203)
Depreciation and amortization (927) (820)
Other operating income (expenses), net 563 570
(37,811) (39,520)
Operating income before finance income (costs) 14,909 16,436
Finance costs (15,635) (19,795)
Finance income 860 11,974
Finance income (costs) 18 (14,775) (7,821)
Income before income and social contribution taxes 134 8,615
Income and social contribution taxes 9 (548) (62)
Net income for the year (414) 8,553

See accompanying notes.
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Dr. Reddy’s Farmacéutica do Brasil Ltda.

Statement of comprehensive income
Years ended December 31, 2020 and 2019
(In thousands of reais — R$)

2020 2019
Income/(loss) for the year (414) 8,553
Other comprehensive income (loss) - -
Total comprehensive income (loss) for the year (414) 8,553

See accompanying notes.
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Dr. Reddy’s Farmacéutica do Brasil Ltda.

Statement of cash flows
Years ended December 31, 2020 and 2019
(In thousands of reais — R$)

Note 2020 2019
Cash flow from operating activities
Income before Corporate Income Tax (IRPJ) and Social Contribution Tax
on Net Profit (CSLL) (414) 8,553
Adjustments to reconcile net income to net cash from operating activities:
Depreciation and amortization 10 927 820
Gain (loss) on disposal of permanent assets 10 - 217
(Reversal of) allowance for expected credit losses 6 (33) 1,453
Provision for inventory losses 1,949 (1,205)
Provision for interest on loans 7 427 -
Income and social contribution taxes (548) -
Cash flow from operating activities
Trade accounts receivable 3,923 (5,589)
Transactions with related parties (835) (75)
Inventories (2,372) 2,657
Taxes recoverable 3,939 (951)
Prepaid expenses (389) 167
Other assets 113 (981)
Trade accounts payable (982) (10,474)
Transactions with related parties 782 5,430
Tax obligations 71 (3,079)
Labor obligations and social charges 202 (58)
Other accounts payable and provisions 1,877 398
Net cash from (used in) operating activities 8,637 (2,717)
Cash flow from investing activities
Acquisition of property and equipment 10 (2,981) (1,428)
Acquisition of intangible assets 10 (665)
Net cash from (used in) investing activities (3,646) (1,428)
Cash flow from financing activities
Related-party loans 13 60 (43,673)
Bank loans 11 (57) 50,057
Net cash from (used in) financing activities 3 6,384
Increase (decrease) in cash and cash equivalents: 4,994 2,239
Cash and cash equivalents at beginning of year 3,794 1,555
Cash and cash equivalents at end of year 8,788 3,794
Increase (decrease) in cash and cash equivalents 4,994 2,239

See accompanying notes.



Dr. Reddy’s Farmacéutica do Brasil Ltda.

Notes to financial statements
December 31, 2020 and 2019
(In thousands of reais)

10

Operations

The Company is primarily engaged in importing, exporting, selling and distributing raw materials
and pharmaceutical products, medicines subject to special control, cosmetic and nutritional
products, medical equipment items, health products and materials for medical, hospital or
laboratory use, and food products, wholesale of goods in general, with no predominance of food
or agribusiness inputs, as well as storing referred to items in own or third-party establishments,
providing services in general relating to the products mentioned above, including advisory or
intermediation services, and holding interest in other companies as a member or shareholder and
performing all activities relating to the normal course of business that are not subject to specific
government authorization.

Dr. Reddy’s Laboratories Ltda. was established in the beginning of 2000 and was operational until
2008. In 2008, in order to focus on large high-potential markets, management decided to license
the business in Brazil to a partner. In mid-2015, management decided to restructure the Brazilian
subsidiaries in order to perform operations in Brazil under its own management. The Company
decided to focus on the oncology portfolio at first. In 2017, the Company obtained the Brazilian
Sanitation Surveillance Agency (ANVISA) approval for product Cabazitaxel and began to sell this
product in May 2017. In 2018, product Fulvestranto was approved and in 2019, the Company has
approximately 20 registered products.

In August 2017, the Company began its commercial operations. Counting on a team of
experienced professionals, a strong portfolio and structure, the Company is prepared for a
challenging journey to become a reference in the oncology segment until 2021. The Company’s
objective is to supply medicines and support the medical fraternity of patients in a country where
less than 25% of the population has access to private treatment.

The Company’s administrative offices are located at Rua George Ohn, 206 - Torre A - Brooklin
Novo, Séo Paulo, state of Sdo Paulo (SP).

Basis of preparation and presentation of financial statements

The Company’s financial statements for the year ended December 31, 2020 have been prepared
and are presented in accordance with the accounting practices adopted in Brazil, including the
pronouncements issued by the Brazilian FASB (CPC) and approved by Brazil’s National
Association of State Boards of Accountancy (CFC).

The Company adopted all standards, revised standards and interpretations issued by the CPC
that were effective as of December 31, 2020.
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Dr. Reddy’s Farmacéutica do Brasil Ltda.

Notes to financial statements (Continued)
December 31, 2020 and 2019
(In thousands of reais)

11

Basis of preparation and presentation of financial statements (Continued)

The financial statements have been prepared in the ordinary course of business. Management
identified no material uncertainty regarding the Company'’s ability to continue as a going concern
over the next 12 months.

The financial statements have been prepared on a historical cost basis, except for the valuation of
certain assets and liabilities, such as financial instruments, which have been measured at fair
value.

Estimates

These financial statements have been prepared under various measurement bases used in
accounting estimates. The accounting estimates involved in the preparation of the financial
statements were based on both objective and subjective factors and on management’s judgment
to determine the appropriate amount to be recorded in the financial statements. Significant items
subject to these estimates and assumptions include selection of useful lives and impairment of
property and equipment, measurement of financial assets at fair value and under the present
value adjustment method, as well as assessment of other risks to determine other provisions,
including provision for contingencies.

The settlement of transactions involving these estimates may result in amounts significantly
different from those recorded in the financial statements due to uncertainties inherent in the
estimation process. The Company reviews its estimates and assumptions at least once a year.

The Company’s functional currency is the Brazilian Real, which is the same currency used to
prepare and present its financial statements.

Significant accounting policies adopted in the preparation of financial
statements

a) Financial instruments

Financial instruments are initially recognized at fair value, plus costs directly attributable to
their acquisition or issue. Subsequent measurement occurs at each reporting date according
to the rules established for each category of financial asset or liability.
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Dr. Reddy’s Farmacéutica do Brasil Ltda.

Notes to financial statements (Continued)
December 31, 2020 and 2019
(In thousands of reais)

3. Significant accounting policies adopted in the preparation of financial

12

statements (Continued)

Financial instruments (Continued)

i)

Financial assets

Initial recognition and measurement

The financial assets held by Company and that fall within the scope of CPC 38 are
classified as financial assets at fair value through profit or loss, loans and receivables.
The Company classifies its financial assets upon initial recognition.

Financial assets are initially recognized and measured at fair value through profit or loss
and transactions costs are charged to profit or loss for the year. Receivables are
recognized at amortized cost.

Purchases or sales of financial assets that require delivery of assets within a time frame
established by regulation or convention in the market place (regular way trades) are
recognized on the trade date, i.e., the date that the Company commits to purchase or sell
the asset.

The Company's financial assets include cash and cash equivalents, trade accounts
receivable, related-party receivables and judicial deposits.

Subsequent measurement

Financial assets at fair value through profit or loss: these are measured at fair value at
each reporting date. Interest rates, monetary difference, foreign exchange difference and
changes deriving from fair value measurement are recognized in the statement of profit
or loss for the year as finance income or costs, as incurred. Financial assets are
classified at fair value through profit or loss when acquired for the purposes of being sold
or repurchased in the short term, with corresponding gains or losses recognized as
finance income or costs.

Receivables: these are nonderivative financial assets with fixed or determinable
payments that are not quoted in an active market. After initial recognition, these financial
assets are measured at amortized cost using the effective interest method. Interest
income, monetary difference and foreign exchange difference, less impairment losses,
when applicable, are recognized in the statement of profit or loss for the year as finance
income or costs, as incurred.



Dr. Reddy’s Farmacéutica do Brasil Ltda.

Notes to financial statements (Continued)
December 31, 2020 and 2019
(In thousands of reais)

3. Significant accounting policies adopted in the preparation of financial
statements (Continued)

13

a) Financial instruments (Continued)

i)

Financial assets (Continued)

Derecognition of financial assets

A financial asset (or, where applicable, a part of a financial asset or part of a group of
similar financial assets) is derecognized when:

¢ The rights to receive cash flows from the asset have expired; and

¢ The Company has transferred its rights to receive cash flows from the asset or has
assumed an obligation to pay the received cash flows in full without material delay to a
third party under a “pass-through” arrangement; and either (a) the Company has
transferred substantially all the risks and rewards of the asset, or (b) the Company has
neither transferred nor retained substantially all the risks and rewards of the asset, but
has transferred control of the asset.

¢ When the Company has transferred its rights to receive cash flows from an asset or
has entered into a pass-through agreement, without transferring or retaining
substantially all the risks and rewards of the asset or transferring control of the asset,
such asset is maintained and the Company recognizes an associated liability. The
transferred asset and the associated liability are measured on a basis that reflects the
rights and obligations that the Company has retained.

Impairment of financial assets

The Company assesses, at each reporting date, whether there is an indication that a
financial asset or group of financial assets may be impaired. A financial asset or group of
financial assets is considered impaired if (and only if) there is objective evidence resulting
from one or more events occurring after initial recognition of the asset (a “loss event”),
and if referred to event has an impact on estimated future cash flows of the financial
asset or group of financial assets, which may be reliably measured. Evidence of
impairment may include indications that the debtors (or group of debtors) are going
through significant financial difficulties, delay or default in amortization of interest or
principal, are likely to file for bankruptcy or another type of financial reorganization, and
when this data indicates a measurable decrease in future cash flows such as variations
in late-payment interest or economic conditions correlated with default events.
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Dr. Reddy’s Farmacéutica do Brasil Ltda.

Notes to financial statements (Continued)
December 31, 2020 and 2019
(In thousands of reais)

3. Significant accounting policies adopted in the preparation of financial
statements (Continued)

14

a) Financial instruments (Continued)

i)

Financial assets (Continued)

Impairment of financial assets (Continued)

The loss amount is measured as the difference between the asset’s carrying amount and
the present value of estimated future cash flows (excluding future credit losses not
incurred), discounted at the financial asset’s original effective interest rate. An asset’s
carrying amount is decreased through a provision, and the impairment value is
recognized in profit or loss for the year. Interest income is recorded in the financial
statements as part of finance income.

If, in a subsequent period, the impairment value decreases and this reduction may be
objectively associated with an event occurring after the provision was recorded (such as
a better credit rating of the debtor), the impairment loss previously recorded is reversed
in the statement of profit or loss for the year. If a write-off is subsequently recovered, this
recovery is also recorded in the statement of profit or loss.

In case there is objective evidence of impairment, the loss amount is calculated as the
difference between carrying value of the assets and present value of the estimated cash
flows (less expected credit losses not yet incurred). The present value of estimated cash
flows is discounted at the original interest rate of financial assets. If a financial asset is
subject to a floating interest rate, the discount to measure any impairment losses will be
the effective interest rate at the present date.

The asset’s carrying amount is decreased through a provision, and the impairment value
is recognized in profit or loss for the year. Finance income continues to be accumulated
on the carrying amount reduced at the interest rate used to discount future cash flows in
order to measure the impairment loss. In addition, interest income is recorded as part of
finance income in the statement of profit or loss for the year. Loans and receivables, and
respective provisions, are written off when these amounts are not expected to be
recovered in the future, and all guarantees have been realized or transferred to the
Company. If, in the subsequent year, the estimated impairment loss amount changes due
to an event occurring after recognition, an adjustment is recorded in the provision
account. If a write-off is subsequently recovered, this recovery is credited to finance costs
in the statement of profit or loss for the year.
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Dr. Reddy’s Farmacéutica do Brasil Ltda.

Notes to financial statements (Continued)
December 31, 2020 and 2019
(In thousands of reais)

3. Significant accounting policies adopted in the preparation of financial
statements (Continued)

15

a) Financial instruments (Continued)

i)

Financial liabilities

Financial liabilities are classified, at initial recognition, as financial liabilities at fair value
through profit or loss, accounts payable, or derivatives designated as hedging
instruments, as appropriate.

Financial liabilities are recognized initially at fair value and, in the case of loans and
financing and accounts payable, plus directly attributable transaction costs.

Subsequent measurement

After initial recognition, the Company measures all financial liabilities at amortized cost
using the effective interest method.

Derecognition of financial liabilities

A financial liability is derecognized when the obligation under the liability is discharged or
cancelled or expires.

When an existing financial liability is replaced by another from the same lender on
substantially different terms, or the terms of an existing liability are substantially modified,
such an exchange or modification is treated as the derecognition of the original liability
and the recognition of a new liability. The difference in the respective carrying amounts is
recognized in the statement of profit or loss.

Offsetting of financial instruments

Financial assets and financial liabilities are offset and the net amount is reported in the
statement of financial position if, and only if, there is a currently enforceable legal right to
offset the recognized amounts and there is an intention to settle on a net basis, to realize
the assets and settle the liabilities simultaneously.
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Dr. Reddy’s Farmacéutica do Brasil Ltda.

Notes to financial statements (Continued)
December 31, 2020 and 2019
(In thousands of reais)

3. Significant accounting policies adopted in the preparation of financial

16

statements (Continued)

b) Cash and cash equivalents

Cash and cash equivalents are held so as to meet short-term cash commitments, rather than
for investment or other purposes. The Company considers cash equivalents a short-term
investment readily convertible to a known amount of cash and subject to an
insignificant risk of changes in value.

Accordingly, an investment normally qualifies as cash equivalent when it is redeemable in the
short term, e.g., within three months or less from the investment date.

c) Trade accounts receivable and allowance for expected credit losses on accounts
receivable and contract assets

Trade accounts receivable are recorded at their billed amount, adjusted to present value
where applicable.

An allowance for expected credit losses has been recognized at an amount deemed sufficient
by management to cover any losses on realization of receivables.

The allowance for expected credit losses is recognized based on percentages for each class
of notes overdue and in accordance with the customer’s risk rating. Management is of the
understanding that, in doing so, the Company reflects the real historical rate of notes not
received from customers. Restatements of this allowance are reflected directly in profit or loss
of each year.

d) Inventories

Inventories are valued at the lower of cost and net realizable value. In measuring cost, the
average historical acquisition or build-up cost is considered, plus expenses with
transportation, storage and unrecoverable taxes. Inventory amounts recorded do not exceed
market value and provisions for losses are recorded whenever deemed necessary by
management.

Net realizable value is the selling price in the ordinary course of business, less estimated
costs of completion and the estimated costs necessary to make the sale.

Provisions for slow-moving, obsolete or discontinued items, or items close to expiry date are
recorded based on monthly estimates derived from analyses conducted by management.



Dr. Reddy’s Farmacéutica do Brasil Ltda.

Notes to financial statements (Continued)
December 31, 2020 and 2019
(In thousands of reais)

3. Significant accounting policies adopted in the preparation of financial

17

statements (Continued)

e) Impairment of nonfinancial assets

Management annually tests the net book value of the assets in order to determine whether
there are any events or changes in economic, operating or technological circumstances that
may indicate impairment. When such evidence is identified and the net book value exceeds
the recoverable amount, a provision for impairment is recorded so as to adjust the net book
value to the recoverable amount.

f) Property and equipment

Property and equipment items are stated at cost, net of accumulated depreciation and/or
accumulated impairment losses, if any. Such cost includes the cost of replacing equipment
and borrowing costs for long-term construction projects if the recognition criteria are met.
When significant property and equipment items are replaced, these items are recorded as
individual assets, with specific depreciation and useful lives. Likewise, when a major
replacement is performed, its cost is recognized in the carrying amount of the equipment item
as a replacement, if the recognition criteria are satisfied. All other repair and maintenance
costs are recognized in profit and loss for the year as incurred.

Property and equipment items and any significant parts are written off when sold or when no
future economic benefits are likely to flow to the Company from the use or sale of these
assets.

Gains or losses, if any, arising on disposal of assets are recognized in profit or loss.

The residual values, useful lives and methods of depreciation of assets are reviewed at each
year end and adjusted prospectively, if appropriate.

g) Other assets and liabilities

An asset is recognized in the statement of financial position when its future economic benefits
are likely to flow to the Company and its cost or value can be reliably measured.

A liability is recognized in the statement of financial position when the Company has a legal or
constructive obligation arising from past events, the settlement of which is expected to result
in an outflow of economic benefits. The provisions are recorded based on the best estimate
of the risk involved.
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Dr. Reddy’s Farmacéutica do Brasil Ltda.

Notes to financial statements (Continued)
December 31, 2020 and 2019
(In thousands of reais)

3. Significant accounting policies adopted in the preparation of financial

18

statements (Continued)

g) Other assets and liabilities (Continued)

Determining the estimated obligation relating to tax, civil and labor contingencies involves
management’s professional judgment. The Company is party to various proceedings of a tax,
civil and labor nature relating to various matters and arising in the normal course of business.
The Company records a provision for probable losses on proceedings that may be reliably
estimated. Management'’s judgment is based on the opinion of the Company’s external legal
advisors. The balances are adjusted in order to reflect changes in the circumstances referring
to ongoing proceedings. Actual results may differ from those estimates.

These amounts are restated, when applicable, at the exchange rates and related finance
charges, under the terms of the agreements in effect, in order to reflect the amounts incurred
up to the reporting date. Noncurrent items are adjusted to present value when appropriate.

Assets and liabilities are classified as current when their realization or settlement is likely to
occur within the next twelve months. Otherwise, they are stated as noncurrent.

h)  Provisions

Provisions are recognized when the Company has a present obligation (legal or constructive)
as a result of a past event, it is probable that an outflow of resources embodying economic
benefits will be required to settle the obligation and a reliable estimate can be made of the
amount of the obligation. When the Company expects some or all of a provision to be
reimbursed, for example, under an insurance contract, the reimbursement is recognized as a
separate asset, but only when the reimbursement is virtually certain. The expense relating to
a provision is presented in the statement of profit or loss for the year net of any
reimbursement.

i) Determination of profit or loss

Profit or loss from transactions is recorded on an accrual basis. Sales revenues are
presented net, less tax and discounts thereon, which are classified as a reduction of
revenues.
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Significant accounting policies adopted in the preparation of financial
statements (Continued)

i) Determination of profit or loss (Continued)

Sales revenues are recorded in profit or loss when their amount can be reliably measured, all
risks and rewards of ownership are transferred to the buyer, the Company does not hold any
control over or responsibility for the product sold, and economic benefits are likely to flow to
the Company. Revenue is not recognized if there is a significant uncertainty about its
realization. Revenues are measured at the fair value of the consideration received, excluding
discounts, rebates and taxes or charges on sales.

In addition, the following recognition criteria must be satisfied for revenues to be recognized:
i)  Revenue recognition

CPC 47 — Revenue from Contracts with Customers establishes a comprehensive
framework to determine if, when and at what amount revenue is recognized.

a) Sale of goods

Revenue from the sale of goods is recognized at fair value and when all risks and
rewards of ownership are transferred to the buyer, the Company no longer holds
control over or responsibility for the goods sold, and economic benefits are likely to
flow to the Company. Revenues are not recognized if there is significant uncertainty
as to realization thereof.

b) Returns and cancellations

Returns and cancellations are recognized when they occur and at the customer’s
request, on an accrual basis.

i) Cost of goods sold

COGS comprises cost of acquisitions net of discounts received from suppliers, taxes
recoverable, changes in inventory, and logistics costs.
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Significant accounting policies adopted in the preparation of financial
statements (Continued)

i) Determination of profit or loss (Continued)

i) Selling expenses

Selling expenses comprise all expenses relating to the sale of goods such as events,
marketing, occupancy, sales awards and promotion materials, among others.

iv) General and administrative expenses

General and administrative expenses refer to indirect expenses and cost of corporate
units, including procurement and supplies.

v) Finance income (costs)

Interest income and expenses are recognized as “Finance income/costs” using the
effective interest method. Net revenue is measured at the fair value of the consideration
received, less discounts, rebates, and taxes on sales.

) Taxation
Current and deferred income and social contribution taxes

Income taxes include both income and social contribution taxes. Income tax is computed on
taxable profit at the rate of 15%, plus a surtax of 10% on profits exceeding R$ 240 thousand
over 12 months, whereas social contribution tax is calculated at the rate of 9% on taxable
profit, recognized on an accrual basis.

Income and social contribution tax expenses comprise current and deferred taxes and are
recorded in profit or loss unless they relate to items directly recognized in equity or in other
comprehensive income.
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21

statements (Continued)

I} Taxation (Continued)

Other taxes

Revenues from sales in the domestic market and services are subject to the following taxes
and contributions, at the following statutory rates:

Tax Rates
IPI - Federal Value-Added Tax 0%
ICMS - State Value-Added Tax 7% to 20%
PIS - Contribution Tax on Gross Revenue for Social
Integration Program 1.65% and 2.1%
COFINS - Contribution Tax on Gross Revenue for
Social Security Financing 7.6% and 9.9%

These charges are presented as sales deductions in the statement of profit or loss. Credits
deriving from non-cumulative PIS/COFINS are presented net of inventory build-up costs and,
as such, reduce costs of goods sold, upon realization of these inventories. Additionally, the
Company is subject to the ICMS Substitution Regime, applied under the terms of the
agreements entered into by the Brazilian states.

k)  Foreign currency transactions

Foreign currency transactions are initially recognized at the quotation of the corresponding
currencies at the date when the transaction qualifies for recognition. However, in product
resale transactions that are 100% intercompany transactions, invoices are recorded in local
currency and the supplier assumes 100% of the foreign exchange differences.

Monetary assets and liabilities denominated in foreign currency are translated into reais at the
market quotation rate at the reporting date. Differences arising upon payment or translation of

monetary items are recorded under finance income (costs).
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1)

Significant accounting judgments, estimates and assumptions

The preparation of the Company’s financial statements requires management to make
judgments, estimates and assumptions that affect the reported amounts of revenues,
expenses, assets and liabilities, and the disclosures of contingent liabilities at year end.
Uncertainty about these assumptions and estimates could result in outcomes that require a
material adjustment to the carrying amount of assets or liabilities affected in future periods. In
the process of applying the Company’s accounting policies, management has made the
following judgments, estimates and assumptions, which have the most significant effect on
the amounts recognized in the financial statements:

I.1)  Fair value of financial instruments

When not obtainable in active markets, the fair value of financial assets and liabilities
recorded in the financial statements is measured based on the hierarchy established by
Accounting Pronouncement CPC 38, which sets out certain valuation techniques,
including the discounted cash flow (DCF) model. The inputs of these models are taken
from observable markets where possible, or from information on comparable market
transactions. Judgments include considerations of inputs such as liquidity risk, credit
risk and volatility. Changes in assumptions relating to these factors could affect the
reported fair value of financial instruments. The fair value of financial instruments
actively traded on organized markets is determined based on quoted market prices, at
the reporting date, without deducting operating costs. When not actively traded, fair
value is based on valuation techniques defined by the Company and consistent with
usual market practices. These techniques include the use of recent market transactions
between independent parties, benchmarking of the fair value of similar financial
instruments, analysis of discounted cash flows or other valuation models.

When the fair values of financial assets and financial liabilities recorded in the
statement of financial position cannot be observed in active markets, their fair value is
measured using valuation techniques including the discounted cash flow (DCF) model.
The inputs used in these models are obtained on the market, whenever possible. When
such inputs are not available, judgment is required to determine fair value.

419



420

Dr. Reddy’s Farmacéutica do Brasil Ltda.
Notes to financial statements (Continued)

December 31, 2020 and 2019
(In thousands of reais)

3. Significant accounting policies adopted in the preparation of financial
statements (Continued)

I) Significant accounting judgments, estimates and assumptions (Continued)

I.1)  Fair value of financial instruments (Continued)

Judgment includes considerations of inputs such as liquidity risk, credit risk and
volatility.

Changes in assumptions relating to these factors could affect the reported fair value of
financial instruments.

1.2)  Provision for contingencies

Provisions are recognized for all contingencies related to legal proceedings for which an
outflow of funds to settle the contingency/obligation is considered probable and a
reasonable estimate can be made. Assessment of the likelihood of loss includes
analysis of available evidence, the hierarchy of laws, available case law, the most
recent court decisions and their relevance in the legal system, as well as the opinion of
external legal advisors. Provisions are reviewed and adjusted to take into consideration
any changes in circumstances, such as applicable statutes of limitation, tax audit
conclusions, or additional exposures identified based on new matters or court
decisions.

4. New or revised accounting pronouncements
4.1. New or revised pronouncements first-time adopted in 2020
The Company applied for the first time certain standards and amendments to standards,
which are effective for annual periods beginning on or after January 1, 2020. The Company
has decided not to early adopt any other standard, interpretation or amendment that has
been issued but is not yet effective.

Amendments to CPC 15 (R1): Definition of a business

The amendment to CPC 15 (R1) clarifies that to be considered a business, an integrated set
of activities and assets must include, at a minimum, an input and a substantive process that,
together, significantly contribute to the ability to create output.
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New or revised pronouncements first-time adopted in 2020 (Continued)

Amendment to CPC 15 (R1): Definition of a business (Continued)

Furthermore, it clarifies that a business can exist without including all of the inputs and
processes needed to create outputs. These amendments had no impact on the financial
statements of the Company, but may impact future periods should the Company enter into
any business combinations.

Amendments to CPC 38, CPC 40 (R1) and CPC 48: Interest Rate Benchmark Reform

The amendments to CPC 38 and CPC 48 provide a number of reliefs, which apply to all
hedging relationships that are directly affected by interest rate benchmark reform. A hedging
relationship is affected if the reform gives rise to uncertainty about the timing and/or amount
of benchmark-based cash flows of the hedged item or the hedging instrument. These
amendments have no impact on the financial statements of the Company as it does not
have any interest rate hedge relationships.

Amendments to CPC 26 (R1) and CPC 23: Definition of material

The amendments provide a new definition of material that states “information is material if
omitting, misstating or obscuring it could reasonably be expected to influence decisions that
the primary users of general purpose financial statements make on the basis of those
financial statements, which provide financial information about a specific reporting entity”.
The amendments clarify that materiality will depend on the nature or magnitude of
information, either individually or in combination with other information, in the context of the
financial statements. A misstatement of information is material if it could reasonably be
expected to influence decisions made by the primary users.

These amendments had no impact on the financial statements of, nor is there expected to be
any future impact to the Company.
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4. New or revised accounting pronouncements (Continued)

4.1. New or revised pronouncements first-time adopted in 2020 (Continued)

Amendment to CPC 15 (R1): Definition of a business (Continued)

Amendments to CPC 06 (R2): Covid-19 related rent concessions

The amendments provide relief to lessees from applying CPC 06 (R2) guidance on lease
modification accounting for rent concessions arising as a direct consequence of the Covid-
19 pandemic.

As a practical expedient, a lessee may elect not to assess whether a Covid-19 related rent
concession from a lessor is a lease modification. A lessee that makes this election accounts
for any change in lease payments resulting from the Covid-19 related rent concession the
same way it would account for the change under CPC 06 (R2), if the change were not a lease
modification.

This amendment had no impact on the financial statements of the Company.

Revision of CPC 00 (R2): Conceptual Framework for Financial Reporting

The revised pronouncement includes some new concepts, updated definitions and
recognition criteria for assets and liabilities and clarifies some important concepts.

These amendments had no impact on the financial statements of the Company.

5. Cash and cash equivalents

2020 2019
Cash and banks 310 7
Short-term investments 8,478 3,787
8,788 3,794

Cash equivalents are held so as to meet short-term cash commitments, rather than for investment
or other purposes. The Company considers cash equivalents short-term term investments readily
convertible to a known amount of cash and subject to a low risk of changes in value.
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Short-term investments substantially refer to Bank Deposit Certificates (CDBs) and fixed-income
funds subject to rates ranging from 80% and 85% of the Interbank Deposit Certificate (CDI),

redeemable within 30 days as from the investment date.

Trade accounts receivable

2020 2019
Domestic customers 24,872 28,795
Allowance for doubtful accounts (2,050) (2,056)
22,822 26,739
Aging list of trade accounts receivable
Description 2020 2019
Falling due 19,747 24,025
Overdue within 30 days 246 755
Overdue from 31 to 60 days 31 551
Overdue from 61 to 90 days 583 933
Overdue from 91 to 360 days 2,201 1,078
Overdue for more than 360 days 2,095 1,453
24,872 28,795
Allowance for doubtful accounts
2020 2019
Opening balance (2,056) (603)
Reversal 6 (1,453)
Closing balance (2,050) (2,056)
Inventories
2020 2019
Finished products 20,131 18,064
Inventory in transit 305 -
Provision for inventory losses (5,304) (3,355)
15,132 14,709

The amount of provision for inventory losses refers to adjustment to its realizable value, in
addition to discontinued materials and items whose validity date is close to expiry date.
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7. Inventories (Continued)

Changes in provision for inventory loss are as follows:

Opening balance
Additions
Reversals
Closing balance

8. Taxes recoverable

Prepayment of income and social contribution taxes
ICMS recoverable
Other taxes recoverable

Current
Noncurrent

9. Income and social contribution taxes

2020 2019
(3,355) (4,560)
(50,920) -
48,971 1,205
(5,304) (3,355)
2020 2019
354 3,222
908 2,031
166 113
1,427 5,366
1,427 5,366
1,427 5,366

Reconciliation of expense calculated by applying combined statutory rates to income and social

contribution tax expense recorded in profit or loss is as follows:

Description 2020 2019
Income/(loss) before income and social contribution taxes 134 8,615
Tax charges at statutory rate — 34% (46) (2,929)
Adjustments to effective rate:
Prior years' tax losses offset (249) 129
Deferred taxes not recorded on temporary differences 593 4,204
Tax benefit (33) -
Permanent and other differences 191 (1,466)
Net tax charges in profit or loss (548) (62)
Effective rate 409% 1%

Deferred income and social contribution taxes resulting from temporary differences and income and
social contribution tax losses were not recorded since the Company does not expect to realize
these amounts. Unrecorded assets at December 31, 2020 referring to temporary differences
amount to R$1,745, income tax losses to R$40,622 and social contribution tax losses to R$40,911
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10. Property and equipment and intangible assets
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Annual
depreciation
rate 2019 Additions Write-offs 2020
Acquisition cost
Facilities 4% 7 - - 7
Machinery and equipment 10% 2,852 1,842 - 4,694
Furniture and fixtures 10% 688 20 - 708
IT equipment 20% 463 4 - 534
Vehicles 20% 682 - - 682
Improvements in real properties 20% 1,573 1,049 - 2,622
Right of use - software 20% - 665 665
6,266 3,646 - 9,912
Accumulated depreciation
Accumulated depreciation - facilities 4% (1) - - (1)
Accumulated depreciation — machinery and equipment 10% (1,212) (372) - (1,584)
Accumulated depreciation - furniture and fixtures 10% (298) (103) - (401)
Accumulated depreciation — IT equipment 20% (179) (73) - (252)
Vehicles 20% (130) (96) - (226)
Accumulated depreciation — leasehold improvements 20% (726) (283) (1,009)
Accumulated amortization — right of use of software - - - -
(2,546) (927) - (3,473)
Property and equipment, net 3,720 2,720 - 6,439
As at December 31, 2020 and 2019, the Company recorded no property and equipment items
given in guarantee, nor impairment of property and equipment items.
Loans
Bank loans
Interest rate (%) Maturity 2020 2019
Current
Loans and financing (i) 4.00% p.a. 04/12/2021 50,427 50,057
50,427 50,057

On October 4, 2019, the Company conducted the 1%t issue of commercial promissory notes in a
single series for public distribution with restricted placement efforts, under the terms of CVM
Ruling No. 566 of July 31, 2015. One (1) promissory note was issued, maturing on October 4,
2020, with yield corresponding to the nominal unit value, subject to interest of 6.00% (six per cent)
p.a., totaling R$50,000. In 2020, costs allocated relating to the issue of promissory notes until
settlement of the transaction amounted to R$57 (R$50 on October 16, 2020). On October 14,
2020, a loan in the amount of R$50,000 was raised at a rate of 4% p.a., maturing on April 12,
2021. These funds will be fully used for reinforcing working capital and/or extending the Company
financial liabilities.
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12. Trade accounts payable

Trade accounts payable (i)
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2020 2019
1,399 2,380
1,399 2,380

(i) As at December 31, 2020, the Company recorded no amounts payable to foreign related parties. Other intercompany transactions

are presented in Note 13.

13. Transactions with related parties

Commercial transactions

As at December 31, 2020 and 20189, asset and liability balances as well as the
transactions that had an impact on profit or loss for the year, referring to related-party
transactions, which derive from transactions between the Company and its parent and

Group companies, are as follows:

Acquisition of goods - related

parties current assets Current liabilities
2020 2019 2020 2019
Dr. Reddy’s Ltda. - India 1,385 524 23,349 22,567
1,385 524 23,349 22,567
Loans —related parties Current assets Current liabilities
2019 2018 2019 2018
Dr. Reddy’s Ltda. - India (loan) - - - -
Dr. Reddy’s Ltda. - Swiss (loan) - - 267 207
- - 267 207

Changes in reversal of losses on doubtful accounts are as follows:

Opening balance
Additions
Reversals
Closing balance

29

2020 2019
(27) -
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14. Capital

a) Capital

As at December 31, 2020 and 2019, capital amounts to R$36,249, divided into 36,249 units
of interest at the par value of R$1.00 (in reais), held as follows:

Number of units

Members of interest Capital - R$ % Capital
Dr. Reddy’s Laboratories LTD. 36,248 36,248 99%
K. Satish Reddy 1 1.00 1%
36,249 36,249 100%
15. Net revenue
2020 2019
Sales revenue 107,732 122,865
Returns and cancellations (887) (3,869)
Gross sales revenue 106,845 118,996
Sales taxes (8,279) (10,958)
Net operating revenue 98,566 108,038

16. Cost of sales

2020 2019
Cost of sales (43,897) (52,831)
Provision for/(reversal of) inventory losses (1,949) 1,205
Other costs - (457)
(45,846) (52,083)
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17. Expenses by nature

18.
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Personnel
Total personnel expenses

Property lease

Freight and cartages

Legal services

Accounting services

Vehicle lease

Travel and lodging

Condominium fees

Product registration

Laboratory materials
Meetings/conferences - sales

Allowance for expected credit losses - reversal
Total general and administrative expenses

Tax expenses
Total tax expenses

Depreciation and amortization
Total depreciation and amortization

Other operating income

Finance income (costs)

Finance income
Interest income

Foreign exchange gains
Other finance income

Finance costs
Restatement expenses
Foreign exchange losses
Other interest and discounts

2020 2019
(20,874) (18,358)
(20,874) (18,358)
(634) (415)
(1,625) (1,436)
(774) (354)
(647) (395)
(697) (531)
(433) (690)
(325) (301)
(163) (842)
(9,247) (10,668)
(1,678) (3,598)
33 (1,479)
(16,192) (20,709)
(381) (203)
(381) (203)
(927) (820)
(927) (820)
563 570
(37,811) (39,520)

2020 2019

68 13

748 11,951

44 10

860 11,974
(23) (29)
(8,342) (15,308)
(7,270) (4,460)
(15,635) (19,795)
(14,775) (7,821)
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Financial instruments currently used by the Company comprise cash and cash equivalents, trade
accounts receivable, related-party transactions recorded in the financial statements under the
criteria described in Note 3.

These instruments are managed through operating strategies aimed at liquidity, profitability and
risk mitigation.

The Company adopts the policy of eliminating market risks, avoiding exposure to market value
fluctuations, and operating only with instruments that enable risk control. The Company does not
engage in transactions of a speculative nature involving derivative financial instruments or any
other risk assets.

As at December 31, 2020 and 2019, major financial instruments (assets and liabilities) and their
valuation criteria are as follows:

¢ Cash and cash equivalents (Note 5): market value of checking account balances held in top-tier
banks approximates book value.

¢ Trade accounts receivable (Note 6): these amounts are recorded at the sale invoice amounts
less any returns. Allowance for doubtful accounts is recorded under criteria established in the
Company’s internal policy.

¢ Trade accounts payable: these are recorded at the amount of the tax documents received
referring to purchases and services provided. Balances in foreign currency are translated into
current currency at the exchange rate provided by the Central Bank of Brazil.

¢ Intercompany receivables and payables (Note 13): these are stated at their carrying amount,
since there are no similar instruments in the market.

Considerations on risk

The risk factors that affect the Company's financial instruments are as follows:
Financial credit risk

The Company’s sale policy considers the level of credit risk to which the Company is willing to be
subject in the course of its business. Credit analysis and customer selection are procedures
adopted in order to mitigate any default problems in accounts receivable. In order to cover
expected credit losses, allowances have been recorded in an amount deemed sufficient by
management.
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Financial instruments (Continued)

Considerations on risk (Continued)

Liquidity risk

Liquidity risk is the risk that the Company will not have sufficient net funds to honor its financial
commitments, due to mismatching of maturity or volume between forecast receipts and payments.
To manage cash liquidity in domestic and foreign currency, future cash outflow and inflow
assumptions are determined and monitored by the treasury function on a daily basis.

Currency and interest rate risks

Currency and interest rate risks refer to the risk that the fair value of future cash flows of a
financial instrument will fluctuate due to exchange rate fluctuations. The Company exposure to the
currency risk refers mostly to trade accounts payable balance, since the goods imported by the
Company are pegged to the US dollar. The Company does not conduct hedging transactions in
Brazil. In order to mitigate the impact of unexpected losses deriving from exchange fluctuation,
the Company conducts related-party transactions in reais, to transfer the risk abroad, where
hedging transactions are maintained.

Provision for civil, tax and labor contingencies

The Company is a party to civil claims whose likelihood of a favorable and unfavorable outcome is
rated as possible by management, together with the Company’s legal advisors. Accordingly, no
provision was recorded.

As at December 31, 2020, the Company recorded R$316 referring to a pain and suffering
lawsuit claiming indemnification with likelihood of loss, and R$534 relating to a
declaratory judgment on non-infringement with likelihood of success.0}

Insurance coverage

The Company takes out insurance coverage using top-tier brokers and insurance companies for
assets subject to risks at amounts deemed sufficient by management to cover claims, if any,
considering the nature of its activity. The scope of our auditors did not include issuing an opinion
on the risk assumptions adopted, considering their nature.

The Company maintains insurance coverage at an amount considered appropriate to cover the
risks involved in its operation.
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Collins Square, Tower 5
727 Collins Street
Melbourne Victoria 3008
Correspondence to:

GPO Box 4736
Melbourne Victoria 3001

T +61 3 8320 2222

F +61 3 8320 2200

E info.vic@au.gt.com

W www.grantthornton.com.au

Auditor’s Independence Declaration

To the Directors of Dr Reddy’s Laboratories (Australia) Pty Ltd

In accordance with the requirements of section 307C of the Corporations Act 2001, as lead auditor for the audit of Dr Reddy’s
Laboratories (Australia) Pty Ltd for the year ended 31 March 2021, | declare that, to the best of my knowledge and belief, there
have been:

a no contraventions of the auditor independence requirements of the Corporations Act 2001 in relation to the audit; and

b no contraventions of any applicable code of professional conduct in relation to the audit.

%,W 7/40"1/%24

Grant Thornton Audit Pty Ltd
Chartered Accountants

.
el ,ﬁ )

D G Ng
Partner — Audit & Assurance

Melbourne, 10 May 2021

Grant Thornton Audit Pty Ltd ACN 130 913 594 www.grantthornton.com.au
a subsidiary or related entity of Grant Thornton Australia Ltd ABN 41 127 556 389

‘Grant Thornton’ refers to the brand under which the Grant Thornton member firms provide assurance, tax and advisory services to their clients
and/or refers to one or more member firms, as the context requires. Grant Thornton Australia Ltd is a member firm of Grant Thornton International
Ltd (GTIL). GTIL and the member firms are not a worldwide partnership. GTIL and each member firm is a separate legal entity. Services are
delivered by the member firms. GTIL does not provide services to clients. GTIL and its member firms are not agents of, and do not obligate one
another and are not liable for one another’s acts or omissions. In the Australian context only, the use of the term ‘Grant Thornton’ may refer to
Grant Thornton Australia Limited ABN 41 127 556 389 and its Australian subsidiaries and related entities. GTIL is not an Australian related entity to
Grant Thornton Australia Limited.

Liability limited by a scheme approved under Professional Standards Legislation.
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Melbourne Victoria 3008

Correspondence to:
GPO Box 4736
Melbourne Victoria 3001

T +61 3 8320 2222

F +61 3 8320 2200

E info.vic@au.gt.com

W www.grantthornton.com.au

Independent Auditor’s Report

To the Members of Dr Reddy’s Laboratories (Australia) Pty Ltd

Report on the audit of the financial report

Opinion
We have audited the financial report of Dr Reddy’s Laboratories (Australia) Pty Ltd (the Company), which comprises the
statement of financial position as at 31 March 2021, the statement of profit or loss and other comprehensive income,

statement of changes in equity and statement of cash flows for the year then ended, and notes to the financial statements,
including a summary of significant accounting policies, and the Directors’ declaration.

In our opinion, the accompanying financial report of the Company is in accordance with the Corporations Act 2001,
including:

a giving a true and fair view of the Company’s financial position as at 31 March 2021 and of its performance for the year
ended on that date; and

b complying with Australian Accounting Standards — Reduced Disclosure Requirements and the Corporations
Regulations 2001.

Basis for opinion

We conducted our audit in accordance with Australian Auditing Standards. Our responsibilities under those standards are
further described in the Auditor's Responsibilities for the Audit of the Financial Report section of our report. We are
independent of the Company in accordance with the Corporations Act 2001 and the ethical requirements of the
Accounting Professional and Ethical Standards Board’s APES 110 Code of Ethics for Professional Accountants (including
Independence Standards) (the Code) that are relevant to our audit of the financial report in Australia. We have also
fulfilled our other ethical responsibilities in accordance with the Code.

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

Information other than the financial report and auditor’s report thereon

The Directors are responsible for the other information. The other information comprises the information included in the
Company’s annual report for the year ended 31 March 2021 but does not include the financial report and our auditor’s report
thereon.

Our opinion on the financial report does not cover the other information and accordingly we do not express any form of
assurance conclusion thereon.

Grant Thornton Audit Pty Ltd ACN 130 913 594 www.grantthornton.com.au
a subsidiary or related entity of Grant Thornton Australia Ltd ABN 41 127 556 389

‘Grant Thornton’ refers to the brand under which the Grant Thornton member firms provide assurance, tax and advisory services to their clients
and/or refers to one or more member firms, as the context requires. Grant Thornton Australia Ltd is a member firm of Grant Thornton International
Ltd (GTIL). GTIL and the member firms are not a worldwide partnership. GTIL and each member firm is a separate legal entity. Services are
delivered by the member firms. GTIL does not provide services to clients. GTIL and its member firms are not agents of, and do not obligate one
another and are not liable for one another’s acts or omissions. In the Australian context only, the use of the term ‘Grant Thornton’ may refer to
Grant Thornton Australia Limited ABN 41 127 556 389 and its Australian subsidiaries and related entities. GTIL is not an Australian related entity to
Grant Thornton Australia Limited.

Liability limited by a scheme approved under Professional Standards Legislation.



In connection with our audit of the financial report, our responsibility is to read the other information and, in doing so, consider
whether the other information is materially inconsistent with the financial report or our knowledge obtained in the audit or
otherwise appears to be materially misstated.

If, based on the work we have performed, we conclude that there is a material misstatement of this other information, we are
required to report that fact. We have nothing to report in this regard.

Responsibilities of the Directors’ for the financial report

The Directors of the Company are responsible for the preparation of the financial report that gives a true and fair view in
accordance with Australian Accounting Standards — Reduced Disclosure Requirements and the Corporations Act 2001. The
Directors’ responsibility also includes such internal control as the Directors determine is necessary to enable the preparation of
the financial report that gives a true and fair view and is free from material misstatement, whether due to fraud or error.

In preparing the financial report, the Directors are responsible for assessing the Company’s ability to continue as a going
concern, disclosing, as applicable, matters related to going concern and using the going concern basis of accounting unless
the Directors either intend to liquidate the Company or to cease operations, or have no realistic alternative but to do so.

Auditor’s responsibilities for the audit of the financial report

Our objectives are to obtain reasonable assurance about whether the financial report as a whole is free from material
misstatement, whether due to fraud or error, and to issue an auditor’s report that includes our opinion. Reasonable assurance
is a high level of assurance, but is not a guarantee that an audit conducted in accordance with the Australian Auditing
Standards will always detect a material misstatement when it exists. Misstatements can arise from fraud or error and are
considered material if, individually or in the aggregate, they could reasonably be expected to influence the economic decisions
of users taken on the basis of this financial report.

A further description of our responsibilities for the audit of the financial report is located at the Auditing and Assurance
Standards Board website at: https://www.auasb.gov.au/auditors_responsibilities/ar4.pdf. This description forms part of our
auditor’s report.

%,W 7400’!47%24

Grant Thornton Audit Pty Ltd
Chartered Accountants

9
Vel f% ,

D G Ng
Partner — Audit & Assurance

Melbourne, 10 May 2021
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Independent Auditors’ Report

To the Members of
Dr. Reddy's Laboratories B.V. (formerly Eurobridge Consulting B.V.)

We have audited the accompanying financial statements of Dr. Reddy's Laboratories B.V. (formerly

Eurobridge Consulting B.V.) a company incorporated and administered outside India, which comprises
the Balance sheet as at 31 March 2021, the Statement of Profit and Loss (including Other Comprehensive
Income) for the year ended on that date annexed thereto, the Cash Flow Statement, the Statement of Changes
in Equity for the year then ended and a summary of significant accounting policies and other explanatory
information.

Management’s Responsibility for the Financial Statements

The financial statements are prepared for the limited purpose of complying with the provisions of Section 136
of the Companies Act, 2013. The Company’s Board of Directors is responsible, in accordance with the
requirement of and only for the purpose of Section 136 of the Companies Act, 2013, for the matters with respect
to the preparation of these financial statements that give a true and fair view of the financial position, financial
performance and cash flows of the Company in accordance with the accounting principles generally accepted in
India, including the Accounting Standards specified under Section 133 of the Act, read with the Companies
(Indian Accounting Standards) Rules, 2015, as amended only to the extent applicable and relevant to a company
incorporated outside India.

This responsibility also includes 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 frauds and other
irregularities; selection and application of appropriate accounting policies; making judgments and estimates that
are reasonable and prudent; and design, implementation and maintenance of adequate internal financial
controls, that were operating effectively for ensuring the accuracy and completeness of the accounting records,
relevant to the preparation and presentation of these financial statements that give a true and fair view and are
free from material misstatement, whether due to fraud or error

The Management of the Company is further responsible for ensuring that the financial statements, as far as
possible, are in accordance with the requirement of Section 136 of the Companies Act, 2013.

Auditor’s Responsibility

The audit is limited and only to express an opinion on the financial statements, prepared only to comply with
the requirements and for the purpose of sec.136 of the Companies Act, 2013, whether they give a true and fair
view of, as the case may be, state of affairs etc. It is not an audit in accordance with the provisions of the statutes
of the country in which it was established and operated as may be applicable to the company.
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Our responsibility is to express an opinion on these financial statements based on our audit carried out for the
limited purpose of complying with Section 136. We conducted our audit in accordance with the Standards on
Auditing issued by the Institute of Chartered Accountants of India specified under Section 143(10) of the Act,
only to the extent applicable and relevant to a company incorporated outside India.

This report is based on our examination of the accompanying financial statements and other relevant records
and information considered necessary for the purposes of issuing this report and the information and
explanations provided to us by the Management.

Opinion

In our opinion and to the best of our information and according to the explanations given to us, the financial
statements give the information required by the Act, to the extent applicable and relevant to a company
incorporated outside India, in the manner so required and give a true and fair view in conformity with the
accounting principles generally accepted in India:

(a) in the case of the Balance Sheet, of the state of affairs of the Company as at 31 March 2021;

(b) in the case of the Statement of Profit and Loss (including Other Comprehensive Income), of the Loss for the
year ended on that date; and

(c) in the case of the Cash Flow Statement, of the cash flows for the year ended on that date.

(d) in the case of Statement of Changes in Equity, of the Changes in Equity for the year ended on that date.

For M/s A Ramachandra Rao & Co
Chartered Accountants
ICAI FRN 02857S

SRV V Surya Rao Ponnada

Partner

Membership No. 202367

UDIN NO. 21202367AAABYF4574

Place: Hyderabad
Date: 11" May 2021
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Independent Auditors’ Report

To the Members of
Dr. Reddy's Laboratories (Canada) Inc.

We have audited the accompanying financial statements of Dr. Reddy's Laboratories (Canada) Inc., a company
incorporated and administered outside India, which comprises the Balance sheet as at 31 March 2021, the
Statement of Profit and Loss (including Other Comprehensive Income) for the year ended on that date annexed
thereto, the Cash Flow Statement, the Statement of Changes in Equity for the year then ended and a summary
of significant accounting policies and other explanatory information.

Management’s Responsibility for the Financial Statements

The financial statements are prepared for the limited purpose of complying with the provisions of Section 136
of the Companies Act, 2013. The Company’s Board of Directors is responsible, in accordance with the
requirement of and only for the purpose of Section 136 of the Companies Act, 2013, for the matters with respect
to the preparation of these financial statements that give a true and fair view of the financial position, financial
performance and cash flows of the Company in accordance with the accounting principles generally accepted in
India, including the Accounting Standards specified under Section 133 of the Act, read with the Companies
(Indian Accounting Standards) Rules, 2015, as amended only to the extent applicable and relevant to a company
incorporated outside India.

This responsibility also includes 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 frauds and other
irregularities; selection and application of appropriate accounting policies; making judgments and estimates that
are reasonable and prudent; and design, implementation and maintenance of adequate internal financial
controls, that were operating effectively for ensuring the accuracy and completeness of the accounting records,
relevant to the preparation and presentation of these financial statements that give a true and fair view and are
free from material misstatement, whether due to fraud or error

The Management of the Company is further responsible for ensuring that the financial statements, as far as
possible, are in accordance with the requirement of Section 136 of the Companies Act, 2013.

Auditor’s Responsibility

The audit is limited and only to express an opinion on the financial statements, prepared only to comply with
the requirements and for the purpose of sec.136 of the Companies Act, 2013, whether they give a true and fair
view of, as the case may be, state of affairs etc. It is not an audit in accordance with the provisions of the statutes
of the country in which it was established and operated as may be applicable to the company.

Our responsibility is to express an opinion on these financial statements based on our audit carried out for the
limited purpose of complying with Section 136. We conducted our audit in accordance with the Standards on
Auditing issued by the Institute of Chartered Accountants of India specified under Section 143(10) of the Act,
only to the extent applicable and relevant to a company incorporated outside India.
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This report is based on our examination of the accompanying financial statements and other relevant records
and information considered necessary for the purposes of issuing this report and the information and
explanations provided to us by the Management.

Opinion

In our opinion and to the best of our information and according to the explanations given to us, the financial
statements give the information required by the Act, to the extent applicable and relevant to a company
incorporated outside India, in the manner so required and give a true and fair view in conformity with the
accounting principles generally accepted in India:

(a) in the case of the Balance Sheet, of the state of affairs of the Company as at 31 March 2021;

(b) in the case of the Statement of Profit and Loss (including Other Comprehensive Income), of the Profit for the
year ended on that date; and

(c) in the case of the Cash Flow Statement, of the cash flows for the year ended on that date.

(d) in the case of Statement of Changes in Equity, of the Changes in Equity for the year ended on that date.

For M/s A Ramachandra Rao & Co
Chartered Accountants
ICAI FRN 02857S

SRV V Surya Rao Ponnada

Partner

Membership No. 202367

UDIN NO. 21202367AAABXS4178

Place: Hyderabad
Date: 11" May 2021
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ASSETS

Non current assets
Property, plant and equipment
Financial assets

Other financial assets
Deferred tax assets, net
Other non current assets
Total non current assets

Current assets

Inventories

Financial assets
Trade receivables
Cash and cash equivalents
Other assets

Other current assets

Total current assets

Total assets

EQUITY AND LIABILITIES
Equity

Equity share capital

Other equity

Total equity

Current liabilities
Financial Liabilities
Trade payables
Other current financial liabilities
Provisions
Current tax liabilities, net
Other current liabilities
Total Liabilities

Total equity and liabilities

Significant accounting policies

Dr. Reddy's Laboratories (Canada) Inc.
Balance Sheet

(All amounts in Indian Rupees thousands, except share data and where otherwise stated)

Note

2.1

2.2

2.3

24

2.5
2.6
2.7
2.8

2.9

2.10
211
2.12

2.13

The accompanying notes are an integral part of financial statements

As per our report of even date attached

for A Ramachandra Rao & Co.
Chartered Accountants
ICAI FRN : 002857S

PSRVV Surya Rao
Partner
Membership No. 202367

Place: Hyderabad
Date: 11 May 2021

As at
31 March 2021
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As at
31 March 2020

5,503 6,075
987 903
3,558 6,484
17,012 31,910
27,060 45,372
3,82,801 2,50,146
2,28,879 1,30,621
24,096 24,885
290 265
14,020 82,372
6,50,086 4,88,289
6,77,146 5,33,661
21 21
4,31,183 3,50,172
4,31,204 3,50,193
2,10,085 1,38,873
11,127 10,238
13,739 26,160
10,991 8,197
2,45,942 1,83,468
6,77,146 5,33,661

for and on behalf of the Board of Directors of Dr. Reddy's Laboratories (Canada) Inc.

C Swaminathan
Director

Sunil Kumar Chebrolu

Director



Dr. Reddy's Laboratories (Canada) Inc.
Statement of Profit and Loss
(All amounts in Indian Rupeesthousands, except share data and where otherwise stated)

For the year ended

473

For the year ended
31 March 2020

15,29,278
72

15,29,350

13,37,672
58,813
1,184

69,954

14,67,623

61,727

15,728
(1,826)

Note 31 March 2021

Revenue from operations 2.14 15,13,321
Other Income 2.15 1
Total Income 15,13,322
Expenses
Cost of material consumed 12,88,189
Employee benefits expense 2.16 77,379
Depreciation and amortisation expense 217 1,101
Finance costs 2.18 -
Other expenses 2.19 81,618
Total expense 14,48,287
Profit/(Loss) before tax 65,035
Tax expense

Current tax 13,807

Deferred tax 3,452
Profit/(Loss) for the year 47,776
Other Comprehensive income
A. (i) Items that will not be reclassifled to proflt or loss

(ii) Income tax relating to items that will not be reclassified to
profit or loss
B. (i) Items that will be reclassified to profit or loss 2.20 33,235
(ii) Income tax relating to items that will be reclassified to profit

or loss
Total Comprehensive income 81,011
Earnings per share:
Basic - Par value of CAD 1 per share 1,19,440.75
Diluted - Par value of CAD 1 per share 1,19,440.75
Significant accounting policies 1

The accompanying notes are an integ
As per our report of even date attached

for A Ramachandra Rao & Co.
Chartered Accountants
ICAI FRN : 002857S

PSRVV Surya Rao
Partner
Membership No. 202367

Place: Hyderabad
Date: 11 May 2021

ral part of financial statements

47,825

2,348

50,173

1,19,562.50
1,19,562.50

for and on behalf of the Board of Directors of Dr. Reddy's Laboratories (Canada) Inc.

C Swaminathan
Director

Sunil Kumar Chebrolu

Director
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Dr. Reddy's Laboratories (Canada) Inc.
Statement of Changes in Equity
(All amounts in Indian Rupees thousands, except share data and where otherwise stated)

Total equity
Other components of equity
Share Capital Reserves and Surplus Other comprehensive
income

Particulars Total Equity

Shares Amount Share Premium Retained Earnings Forelgr? currency

translation reserve

Balance as of 1 April 2019 400 21 2,09,202 90,797 - 3,00,020
Profit / (Loss) for the period 47,825 2,348 50,173
Balance as of 31 March 2020 400 21 2,09,202 1,38,622 2,348 3,50,193
Profit / (Loss) for the period 47,776 33,235 81,011
Balance as of 31 March 2021 400 21 2,09,202 1,86,398 35,583 4,31,204

As per our report of even date attached
for and on behalf of the Board of Directors of Dr. Reddy's Laboratories (Canada) Inc.
for A Ramachandra Rao & Co.
Chartered Accountants
ICAI FRN : 002857S

PSRVV Surya Rao C Swaminathan
Partner Director
Membership No. 202367

Sunil Kumar Chebrolu
Place: Hyderabad Director
Date: 11 May 2021



Dr. Reddy's Laboratories (Canada) Inc.

Cash Flow Statement

(All amounts in Indian Rupees thousands, except share data and where otherwise stated)

Operating activities
Profit/(Loss) before taxation

Adjustments to reconcile profit before tax to net cash flows:
Depreciation and amortisation expense
Finance income
Finance costs
Net foreign exchange differences
Allowances for sales returns
Provision/(reversal of provision) for inventory obsolescence,net
Allowances for doubtful advances, net

Operating cash flows before working capital changes

Working capital adjustments:
Trade receivables
Inventories
Trade and other payables
Other assets & liabilities,net

Income tax paid
Net cash flows from operating activities

Net cash flows used in investing activities
Purchase of property, plant and equipment
Finance income received

Net cash flows from/ (used in) financing activities
Interest paid
Proceeds from issuance of share capital

Net increase / (decrease) in cash and cash equivalents

Cash and cash equivalents at the beginning of the year

Effect of foreign exchange loss on cash and cash equivalents
Cash and cash equivalents at the end of the year

Notes to the cash flow statement:
Cash and cash equivalents at the end of the year
Cash and bank balances at the end of the year

The accompanying notes are an integral part of financial statements
As per our report of even date attached

for A Ramachandra Rao & Co.
Chartered Accountants
ICAI FRN : 002857S

For the year ended
31 March 2021

For the year ended
31 March 2020

65,035 61,727
1,101 1,184
(1) (72)
26,078 380
- 46
92,213 63,266
(98,258) (89,324)
(1,32,655) 3,27,239
71,212 (1,25,414)
56,699 (71,624)
(10,789) 1,04,143
3,793 (88,030)
(6,996) 16,113
- (1,834)
1 72
1 (1,762)
(6,995) 14,351
24,885 8,920
6,206 1,614
24,096 24,885
24,096 24,885
24,096 24,885

for and on behalf of the Board of Directors

of Dr. Reddy's Laboratories (Canada) Inc.

PSRVV Surya Rao
Partner
Membership No. 202367

Place: Hyderabad
Date: 11 May 2021

C Swaminathan
Director

Sunil Kumar Chebrolu
Director
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Dr. Reddy's Laboratories (Canada) Inc.
Significant Accounting Policies & Notes to financial statements
(All amounts in Indian Rupees thousands, except share data and where otherwise stated)

Note 1: Significant Accounting Policies & Notes to Accounts:

Description of the Company
Dr. Reddy's Laboratories (Canada) Inc. (" the Company") incorporated in Canada , is a 100% subsidiary of Dr. Reddy's Laboratories SA.

Basis of preparation of financial statements
The financial statements of the Company have been prepared and presented in accordance with the Indian Accounting Standards (“Ind AS™) notified under the Companies (Indian Accounting
Standards) Rules, 2015 and as amended from time to time.

Use of estimates and judgments

The preparation of financial statements in conformity with Ind AS requires management to make judgments, estimates and assumptions that affect the application of accounting policies and the
reported amounts of assets, liabilities, income and expenses. Actual results may differ from these estimates.

Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting estimates are recognised in the period in which the estimates are revised and in any future periods
affected.

Revenue

Sale of goods

Revenue is recognised when the significant risks and rewards of ownership have been transferred to the buyer, recovery of the consideration is probable, the associated costs and possible return of
goods can be estimated reliably, there is no continuing management involvement with the goods and the amount of revenue can be measured reliably. Revenue from the sale of goods is measured
at the fair value of the consideration received or receivable, net of returns, sales tax and applicable trade discounts and allowances. Revenue includes shipping and handling costs billed to the
customer.

Services Income

Revenue from services rendered, which primarily relate to contract research, is recognised in the statement of profit and loss as the underlying services are performed. Upfront non-refundable
payments received under these arrangements are deferred and recognised as revenue over the expected period over which the related services are expected to be performed.

License fee

The Company enters into certain dossier sales, licensing and supply arrangements with various parties. Income from licensing arrangements is generally recognised over the term of the contract.
Some of these arrangements include certain performance obligations by the Company. Revenue from such arrangements is recognised in the period in which the Company completes all its
performance obligations.

Interest income and dividend

Interest income primarily comprises of interest from term deposits with banks. Interest income is recorded using the effective interest rate (EIR). EIR is the rate that exactly discounts the estimated
future cash receipts over the expected life of the financial instrument or a shorter period, where appropriate, to the gross carrying amount of the financial asset. Interest income is included in other
income in the statement of profit and loss.

Dividend income is recognised when the Company’s right to receive the payment is established, which is generally when shareholders approve the dividend.

Earnings per share

The Company presents basic and diluted earnings per share (“EPS”) data for its ordinary shares. Basic EPS is calculated by dividing the profit or loss attributable to ordinary shareholders of the
Company by the weighted average number of ordinary shares outstanding during the period. Diluted EPS is determined by adjusting the profit or loss attributable to ordinary shareholders and the
weighted average number of ordinary shares outstanding for the effects of all dilutive potential ordinary shares, which includes all stock options granted to employees.

Current and non-current classification

All the assets and liabilities have been classified as current or non-current as per the Company’s normal operating cycle and other criteria set out in the Schedule 111 to the Companies Act, 2013
and Ind AS 1, Presentation of financial statements.

Assets:

An asset is classified as current when it satisfies any of the following criteria:

a) itis expected to be realised in, or is intended for sale or consumption in, the Company’s normal operating cycle;

b) itis held primarily for the purpose of being traded;

c) it is expected to be realised within twelve months after the reporting date; or

d) itis cash or cash equivalent unless it is restricted from being exchanged or used to settle a liability for at least twelve months after the reporting date.

Liabilities:

A liability is classified as current when it satisfies any of the following criteria:

a) itis expected to be settled in the Company’s normal operating cycle;

b) itis held primarily for the purpose of being traded;

c) it is due to be settled within twelve months after the reporting date; or

d) the Company does not have an unconditional right to defer settlement of the liability for at least twelve months after the reporting date. Terms of a liability that could, at the option of the
counterparty, result in its settlement by the issue of equity instruments do not affect its classification.

Current assets/ liabilities include the current portion of non-current assets/ liabilities respectively. All other assets/ liabilities are classified as non-current. Deferred tax assets and liabilities are
always disclosed as non-current.

Financial instruments

A financial instrument is any contract that gives rise to a financial asset of one entity and a financial liability or equity instrument of another entity.

Financial assets :

All financial assets are recognised at fair value plus, in the case of financial assets not recorded at fair value through profit or loss, transaction costs that are attributable to the acquisition of the
financial asset. Purchases or sales of financial assets that require delivery of assets within a time frame established by regulation or convention in the market place (regular way trades) are
recognised on the trade date, i.e., the date that the company commits to purchase or sell the asset.

Financial liabilities :

Financial liabilities are classified, as financial liabilities at fair value through profit or loss, loans and borrowings, payables, or as derivatives designated as hedging instruments in an effective
hedge, as appropriate.

All financial liabilities are recognised initially at fair value and, in the case of loans and borrowings and payables, net of directly attributable transaction costs.

The Company’s financial liabilities include trade and other payables, loans and borrowings including bank overdrafts, financial guarantee contracts and derivative financial instruments.

Impairment of trade receivables:

In accordance with Ind AS 109, the Company applies expected credit loss (ECL) model for measurement and recognition of impairment loss on the trade receivables or any contractual right to
receive cash or another financial asset that result from transactions that are within the scope of Ind AS 18.

For this purpose, the Company follows ‘simplified approach’ for recognition of impairment loss allowance on the trade receivable balances. The application of simplified approach does not
require the Company to track changes in credit risk. Rather, it recognises impairment loss allowance based on lifetime ECLs at each reporting date, right from its initial recognition.

As a practical expedient, the Company uses a provision matrix to determine impairment loss allowance on portfolio of its trade receivables. The provision matrix is based on its historically
observed default rates over the expected life of the trade receivables and is adjusted for forward-looking estimates. At every reporting date, the historical observed default rates are updated and
changes in the forward-looking estimates are analysed.
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Dr. Reddy's Laboratories (Canada) Inc.
Significant Accounting Policies & Notes to financial statements
(All amounts in Indian Rupees thousands, except share data and where otherwise stated)

Income tax

Income tax expense consists of current and deferred tax. Income tax expense is recognised in the statement of profit and loss except to the extent that it relates to items recognised directly in equity,
in which case it is recognised in equity. Current tax is the expected tax payable on the taxable income for the year, using tax rates enacted or substantively enacted at the reporting date, and any
adjustment to tax payable in respect of previous years.

Deferred tax is recognised using the balance sheet method, providing for temporary differences between the carrying amounts of assets and liabilities for financial reporting purposes and the
amounts used for taxation purposes. Deferred tax is not recognised for the following temporary differences: the initial recognition of assets or liabilities in a transaction that is not a business
combination and that affects neither accounting nor taxable profit; differences relating to investments in subsidiaries and jointly controlled entities to the extent that it is probable that they will not
reverse in the foreseeable future; and taxable temporary differences arising upon the initial recognition of goodwill.

Deferred tax is measured at the tax rates that are expected to be applied to the temporary differences when they reverse, based on the laws that have been enacted or substantively enacted by the
reporting date. Deferred tax assets and liabilities are offset if there is a legally enforceable right to offset current tax liabilities and assets, and they relate to income taxes levied by the same tax
authority on the same taxable entity, or on different tax entities, but they intend to settle current tax liabilities and assets on a net basis or their tax assets and liabilities will be realised
simultaneously.

A deferred tax asset is recognised to the extent that it is probable that future taxable profits will be available against which the temporary difference can be utilised. Deferred tax assets are reviewed
at each reporting date and are reduced to the extent that it is no longer probable that the related tax benefit will be realised.

Inventories

Inventories consist of raw materials, stores and spares, work in progress and finished goods and are measured at the lower of cost and net realizable value. The cost of all categories of inventories
is based on the weighted average method. Cost includes expenditures incurred in acquiring the inventories, production or conversion costs and other costs incurred in bringing them to their
existing location and condition. In the case of finished goods and work in progress, cost includes an appropriate share of overheads based on normal operating capacity. Stores and spares, that do
not qualify to be recognised as property, plant and equipment, consists of packing materials, engineering spares (such as machinery spare parts) and consumables (such as lubricants, cotton waste
and oils), which are used in operating machines or consumed as indirect materials in the manufacturing process.

Net realizable value is the estimated selling price in the ordinary course of business, less the estimated costs of completion and selling expenses.

The factors that the Company considers in determining the allowance for slow moving, obsolete and other non-saleable inventory include estimated shelf life, planned product discontinuances,
price changes, ageing of inventory and introduction of competitive new products, to the extent each of these factors impact the Company’s business and markets. The Company considers all these
factors and adjusts the inventory provision to reflect its actual experience on a periodic basis.

Foreign currencies

Foreign currency transactions

Transactions in foreign currencies are translated to the functional currency of the Company at exchange rates at the dates of the transactions. Monetary assets and liabilities denominated in foreign
currencies at the reporting date are translated into the functional currency at the exchange rate at that date. Non-monetary items that are measured based on historical cost in a foreign currency are
translated at the exchange rate at the date of the transaction. Non-monetary items that are measured at fair value in a foreign currency are translated using the exchange rates at the date when the
fair value was measured.

Exchange differences arising on the settlement of monetary items or on translating monetary items at rates different from those at which they were translated on initial recognition during the period
or in previous financial statements are recognised in the statement of profit and loss in the period in which they arise.

When several exchange rates are available, the rate used is that at which the future cash flows represented by the transaction or balance could have been settled if those cash flows had occurred at
the measurement date.

Property, plant and equipment

Recognition and measurement

Items of property, plant and equipment are measured at cost less accumulated depreciation and accumulated impairment losses, if any. Cost includes expenditures that are directly attributable to
the acquisition of the asset. The cost of self-constructed assets includes the cost of materials and other costs directly attributable to bringing the asset to a working condition for its intended use.
General and specific borrowing costs that are directly attributable to the construction or production of a qualifying asset are capitalised as part of the cost of that asset during the period of time that
is required to complete and prepare the asset for its intended use or sale. Qualifying assets are assets that necessarily take a substantial period of time to get ready for their intended use or sale.

When parts of an item of property, plant and equipment have different useful lives, they are accounted for as separate items (major components) of property, plant and equipment.

Gains and losses upon disposal of an item of property, plant and equipment are determined by comparing the proceeds from disposal with the carrying amount of property, plant and equipment and
are recognised in the statement of profit and loss.

The cost of replacing part of an item of property, plant and equipment is recognised in the carrying amount of the item if it is probable that the future economic benefits embodied within the part
will flow to the Company and its cost can be measured reliably. The costs of repairs and maintenance are recognised in the statement of profit and loss as incurred.

Items of property, plant and equipment acquired through exchange of non-monetary assets are measured at fair value, unless the exchange transaction lacks commercial substance or the fair value
of either the asset received or asset given up is not reliably measurable, in which case the asset exchanged is recorded at the carrying amount of the asset given up.

Depreciation
Depreciation is recognised in the statement of profit and loss on a straight line basis over the estimated useful lives of property, plant and equipment. Leased assets are depreciated over the shorter
of the lease term and their useful lives. The depreciation expense is included in the costs of the functions using the asset. Land is not subject to depreciation.

Leasehold improvements are depreciated over the period of the lease agreement or the useful life, whichever is shorter.
Depreciation methods, useful lives and residual values are reviewed at each reporting date. The estimated useful lives are as follows:

Buildings
- Factory and administrative buildings 20 - 30 years
- Ancillary structures 3 - 15 years
Plant and machinery 3 - 15 years
Furniture, fixtures and office equipment 3-10 years
Vehicles 4 -5 years

Schedule 11 to the Companies Act, 2013 (“Schedule™) prescribes the useful lives for various classes of tangible assets. For certain class of assets, based on the technical evaluation and assessment,
the Company believes that the useful lives adopted by it best represent the period over which an asset is expected to be available for use. Accordingly, for these assets, the useful lives estimated by
the Company are different from those prescribed in the Schedule.

Advances paid towards the acquisition of property, plant and equipment outstanding at each reporting date is disclosed as capital advances under other non-current assets. The cost of property,
plant and equipment not ready to use before such date are disclosed under capital work-in-progress. Assets not ready for use are not depreciated.
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Dr. Reddy's Laboratories (Canada) Inc.
Significant Accounting Policies & Notes to financial statements
(All amounts in Indian Rupees thousands, except share data and where otherwise stated)

Provisions, contingent liabilities and contingent assets

A provision is recognised if, as a result of a past event, the Company has a present legal or constructive obligation that can be estimated reliably, and it is probable that an outflow of economic
benefits will be required to settle the obligation. If the effect of the time value of money is material, provisions are determined by discounting the expected future cash flows at a pre-tax rate that
reflects current market assessments of the time value of money and the risks specific to the liability. Where discounting is used, the increase in the provision due to the passage of time is recognised
as finance cost.

Restructuring

A provision for restructuring is recognised when the Company has approved a detailed and formal restructuring plan, and the restructuring either has commenced or has been announced publicly.
Future operating costs are not provided.

Onerous contracts

A provision for onerous contracts is recognised when the expected benefits to be derived by the Company from a contract are lower than the unavoidable cost of meeting its obligations under the
contract. The provision is measured at the present value of the lower of the expected cost of terminating the contract and the expected net cost of continuing with the contract. Before a provision is
established, the Company recognises any impairment loss on the assets associated with that contract.

Reimbursement rights

Expected reimbursements for expenditures required to settle a provision are recognised only when receipt of such reimbursements is virtually certain. Such reimbursements are recognised as a
separate asset in the statement of financial position, with a corresponding credit to the specific expense for which the provision has been made.

Contingent liabilities

A disclosure for a contingent liability is made when there is a possible obligation or a present obligation that may, but probably will not, require an outflow of resources. Where there is a possible
obligation or a present obligation in respect of which the likelihood of outflow of resources is remote, no provision or disclosure is made.

Contingent assets

Contingent assets are not recognised in the financial statements. However, contingent assets are assessed continually and if it is virtually certain that an inflow of economic benefits will arise, the
asset and related income are recognised in the period in which the change occurs.

Employee benefits

Short-term employee benefits

Short-term employee benefits are expensed as the related service is provided. A liability is recognised for the amount expected to be paid if the Company has a present legal or constructive
obligation to pay this amount as a result of past service provided by the employee and the obligation can be estimated reliably.

Defined contribution plans
The Company’s contributions to defined contribution plans are charged to the statement of profit and loss as and when the services are received from the employees.

Cash and cash equivalents

Cash and cash equivalents consist of cash on hand, demand deposits and short-term, highly liquid investments that are readily convertible into known amounts of cash and which are subject to
insignificant risk of changes in value. For this purpose, “short-term” means investments having maturity of three months or less from the date of investment. Bank overdrafts that are repayable on
demand and form an integral part of our cash management are included as a component of cash and cash equivalents for the purpose of the statement of cash flows.

Trade receivables
Trade receivables are initially recognised at fair value and subsequently measured at amortised cost using effective interest method, less provision for impairment.

Trade and other payables

These amounts represent liabilities for goods and services provided to the Company prior to the end of the financial year which are unpaid. The amounts are unsecured and are presented as current
liabilities unless payment is not due within twelve months after the reporting period. They are recognised initially ate fair value and subsequently measured at amortised cost using the effective
interest method.
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Dr. Reddy’s Laboratories (Canada) Inc.
(All amounts in Indian Rupees thousands, except share data and where otherwise stated)

Note 2: Notes to financial statements (continued)

2.1 : Property, plant and equipment

Gross Block Depreciation Net Block
As at Forex As at As at exchange As at As at As at
Description 1.04.2020 | Additions | Deletions [ adjustments| 31.03.2021 | 1.04.2020 | For the year|adjustments| 31.03.2021 31.03.2021 31.03.2020
Office Equipment 7,389 - 688 8,076 1,314 1,101 158 2,573 5,503 6,075
Plant and Machinery 1,921 - 179 2,100 1,921 - 179 2,100 (0) (0)
TOTAL 9,310 - 867 10,176 3,235 1,101 337 4,673 5,503 6,075
Previous Year 7,597 1,834 (122) 9,310 1,999 1,184 52 3,235 6,075 5,598




Dr. Reddy's Laboratories (Canada) Inc.

Notes to the Financial Statements

(All amounts in Indian Rupees thousands, except share data and where otherwise stated)

Financial Assets

2.2 : Other financial assets
Security Deposits

2.3 : Other non current assets
Advance income tax, net of provision

2.4 : Inventories
Finished goods
Stock-in-trade (goods acquired for trading)

2.5 : Trade receivables

(Unsecured,considered good)
Receivables from other parties

2.6 : Cash and cash equivalents
Balances with banks:

- On current accounts

2.7 : Other Assets

Balances receivable from holding company and other group companies

Other assets

Other Assets

2.8: Other current assets
(Unsecured, considered good)
Balance with statutory agencies
Other current assets
Prepaid expenses

As at
31 March 2021

480

As at
31 March 2020

987 903
987 903
As at As at

31 March 2021

31 March 2020

17,012 31,910
17,012 31,910
As at As at

31 March 2021

31 March 2020

3,82,574 2,49,622

227 524

3,82,801 2,50,146
As at As at

31 March 2021

31 March 2020

2,28,879 1,30,621
2,28,879 1,30,621
As at As at

31 March 2021

31 March 2020

24,096 24,885
24,096 24,885
As at As at

31 March 2021

31 March 2020

290 265
290 265
As at As at

31 March 2021

31 March 2020

12,399 11,886
. 69,455
1,621 1,031
14,020 82,372




Dr. Reddy's Laboratories (Canada) Inc.

Notes to the Financial Statements

(All amounts in Indian Rupees thousands, except share data and where otherwise stated)

Note 2: Notes to the financial statements

2.9 : Share capital

Authorised Share Capital

As at
31 March 2021
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As at
31 March 2020

400 (31 March 2020 : 400) equity shares of CAD 1 each 21 21
Issued equity capital
400 (31 March 2020 : 400) equity shares of CAD 1 each 21 21
Subscribed and fully paid-up
400 (31 March 2020 : 400) equity shares of CAD 1 each 21 21
21 21
(a) Reconciliation of the equity shares outstanding is set out below:
Particulars Asat Asat
31 March 2021 31 March 2020
No.of equity Amount No.of equity Amount
shares shares
Number of shares outstanding at the beginning of the year 400 21 400 21
Shares 1ssued during the year - - B -
Number of shares outstanding at the end of the year 400 21 400 21
(b) Details of shareholders holding more than 5% shares in the Company
As at As at
31 March 2021 31 March 2020
No. of equity % of equity| No. of equity % of equity
shares shares shares shares
Dr. Reddy's Laboratories SA 400 100% 400 100%
Financial Liabilities
As at As at

2.10 : Trade Payables

Payables to holding company and other group companies

Other payables

2.11 : Other current financial liabilities

Accrued expenses

Other liabilities payable to holding/group companies

2.12 : Provisions
Refund liability

Compensated absences

Other Liabilities

2.13 : Other Current Liabilities
Salary and bonus payable

31 March 2021

1,99,664
10,421
2,10,085

As at
31 March 2021

11,546

(419)
11,127

As at
31 March 2021

13,739

13,739

As at
31 March 2021

10,991
10,991

31 March 2020

1,31,680
7,193
1,38,873

As at
31 March 2020

8,123
2,115
10,238

As at
31 March 2020

24,956
1,204
26,160

As at
31 March 2020

8,197
8,197




Dr. Reddy's Laboratories (Canada) Inc.

(All amounts in Indian Rupees thousands, except share data and where otherwise stated)

2.14 : Revenue from operations
Sales

2.15 : Other income
Interest income

2.16 : Employee benefits expense
Salaries, wages and bonus

Contribution to provident and other funds
Staff Welfare expenses

2.17 : Depreciation and amortisation expense
Depreciation of property,plant and equipment

2.18 : Finance costs
Interest on long term borrowings

2.19 : Other expenses
Legal and professional
Selling expenses
Travelling and conveyance
Communication

Rent

Insurance

Foreign exchange loss, net
Other general expenses

2.20 : Other comprehensive income
Foreign currency translation reserve

Notes to Financial Statements

For the year ended
31 March 2021

15,13,321
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For the year ended
31 March 2020

15,29,278

15,13,321

15,29,278

For the year ended
31 March 2021

For the year ended
31 March 2020

72

72

For the year ended
31 March 2021

72,699
1,625
3,055

For the year ended
31 March 2020

52,632
1,976
4,205

77,379

58,813

For the year ended
31 March 2021

1,101

For the year ended
31 March 2020

1,184

1,101

1,184

For the year ended
31 March 2021

For the year ended
31 March 2020

For the year ended
31 March 2021

15,037
19,659
750
6,373
654
1,660
37,485

For the year ended
31 March 2020

8,364
14,241
6,171
531
5,466
356
4,947
29,878

81,618

69,954

For the year ended
31 March 2021

33,235

For the year ended
31 March 2020

2,348

33,235

2,348




Dr. Reddy's Laboratories (Canada) Inc.
Significant Accounting Policies & Notes to financial statements
(All amounts in Indian Rupees thousands, except share data and where otherwise stated)

Note 1: Significant Accounting Policies & Notes to Accounts:

2.21 Related Party Transactions
a. The company has the following related party transactions:

For the year ended For the year ended 31

Particulars 31 March 2021 March 2020
Purchases and services rendered from holding company or other group companies:
Dr. Reddy's Laboratories Limited 12,88,189 13,37,672
b. The company has the following amounts due from/to related parties :

Particulars Asat Asat

31 March 2021 31 March 2020

Due to holding company and other group companies(included in other current financial liabilities):
Dr. Reddy's Laboratories Inc. - 2,116
Dr. Reddy's Laboratories Louisiana LLC - -
Due from holding company and other group companies(included in other current financial asset):
Dr. Reddy's Laboratories Inc. 419 67,428
Dr. Reddy's Laboratories SA 6,562
Due to holding company and other group companies(included in trade payables ):
Dr. Reddy's Laboratories SA - 6,140
Dr. Reddy's Laboratories Inc. 1,23,448 (85,464)
Dr. Reddy's Laboratories Limited 82,777 (52,356)

2.22 Taxation
a. Current Taxes
The current charge for income taxes is calculated in accordance with the relevant tax regulations applicable to the company.

b. Deferred Taxes
Deferred tax asset, net included in the balance sheet comprises the following:

. As at As at
Particulars 31 March 2021 31 March 2020
Deferred tax assets / (liabilities)

Operating loss carry forward

Current liabilities and provisions

Other current assets 452 104
Accounts receivable 3,630 6,604
Property, plant and equipment (524) (224)
Deferred tax asset, net 3,558 6,484

2.23 Provisions, Contingent Liabilities and Contingent Assets

Contingent liabilities and the crystallisation of these liabilities are dependent upon the outcome of court cases / arbitration / out of court settlement,
disposal of appeals, the amount being called up, terms of contractual obligation, development and raising of demand by concerned parties, respectively.
The Company has made adequate provisions, wherever required, in compliance with Ind AS 37 prescribed by the ICAI. Those contingent liabilities
have arisen in the normal course of business and may not crystallise on the Company and may not have any material impact on the revenue.

The accompanying notes are an integral part of financial statements

As per our report of even date attached
for and on behalf of the Board of Directors
for A Ramachandra Rao & Co. of Dr. Reddy's Laboratories (Canada) Inc.
Chartered Accountants
ICAI FRN : 002857S

PSRVV Surya Rao C Swaminathan
Partner Director
Membership No. 202367

Sunil Kumar Chebrolu
Place: Hyderabad Director
Date: 11 May 2021
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Independent Auditors’ Report

To the Members of
Dr. Reddy's Laboratories Chile SPA.

We have audited the accompanying financial statements of Dr. Reddy's Laboratories Chile SPA.., a company
incorporated and administered outside India, which comprises the Balance sheet as at 31 March 2021, the
Statement of Profit and Loss (including Other Comprehensive Income) for the year ended on that date annexed
thereto, the Cash Flow Statement, the Statement of Changes in Equity for the year then ended and a summary
of significant accounting policies and other explanatory information.

Management’s Responsibility for the Financial Statements

The financial statements are prepared for the limited purpose of complying with the provisions of Section 136
of the Companies Act, 2013. The Company’s Board of Directors is responsible, in accordance with the
requirement of and only for the purpose of Section 136 of the Companies Act, 2013, for the matters with respect
to the preparation of these financial statements that give a true and fair view of the financial position, financial
performance and cash flows of the Company in accordance with the accounting principles generally accepted in
India, including the Accounting Standards specified under Section 133 of the Act, read with the Companies
(Indian Accounting Standards) Rules, 2015, as amended only to the extent applicable and relevant to a company
incorporated outside India.

This responsibility also includes 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 frauds and other
irregularities; selection and application of appropriate accounting policies; making judgments and estimates that
are reasonable and prudent; and design, implementation and maintenance of adequate internal financial
controls, that were operating effectively for ensuring the accuracy and completeness of the accounting records,
relevant to the preparation and presentation of these financial statements that give a true and fair view and are
free from material misstatement, whether due to fraud or error

The Management of the Company is further responsible for ensuring that the financial statements, as far as
possible, are in accordance with the requirement of Section 136 of the Companies Act, 2013.

Auditor’s Responsibility

The audit is limited and only to express an opinion on the financial statements, prepared only to comply with
the requirements and for the purpose of sec.136 of the Companies Act, 2013, whether they give a true and fair
view of, as the case may be, state of affairs etc. It is not an audit in accordance with the provisions of the statutes
of the country in which it was established and operated as may be applicable to the company.

Our responsibility is to express an opinion on these financial statements based on our audit carried out for the
limited purpose of complying with Section 136. We conducted our audit in accordance with the Standards on
Auditing issued by the Institute of Chartered Accountants of India specified under Section 143(10) of the Act,
only to the extent applicable and relevant to a company incorporated outside India.

This report is based on our examination of the accompanying financial statements and other relevant records
and information considered necessary for the purposes of issuing this report and the information and
explanations provided to us by the Management.
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Opinion
In our opinion and to the best of our information and according to the explanations given to us, the financial
statements give the information required by the Act, to the extent applicable and relevant to a company
incorporated outside India, in the manner so required and give a true and fair view in conformity with the
accounting principles generally accepted in India:

(a) in the case of the Balance Sheet, of the state of affairs of the Company as at 31 March 2021;

(b) in the case of the Statement of Profit and Loss (including Other Comprehensive Income), of the

Profit for the year ended on that date; and
(€) in the case of the Cash Flow Statement, of the cash flows for the year ended on that date.
(d) in the case of Statement of Changes in Equity, of the Changes in Equity for the year ended on that date

For M/s A Ramachandra Rao & Co
Chartered Accountants
ICAI FRN 02857S

S RV V Surya Rao Ponnada

Partner

Membership No. 202367

UDIN NO. 21202367AAABXU6540

Place: Hyderabad
Date: 11" May 2021
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ASSETS
Non-current assets
Property, plant and equipment
Financial assets
Other financial assets

Current assets
Inventories
Financial assets

Trade receivables

Cash and cash equivalents
Current tax assets (Net)
Other current assets

Total assets

EQUITY AND LIABILITIES
Equity

Equity share capital

Other equity

Liabilities

Non-current liabilities

Financial Liabilities
Borrowings

Current liabilities
Financial Liabilities

Trade payables

Other financial liabilities
Liabilities for current tax, net
Provisions
Other current liabilities

Total equity and liabilities

The accompanying notes are an integral part of financial statements.

Dr. Reddy's Laboratories Chile SPA.
Balance Sheet

(All amounts in Indian Rupees thousands, except share data and where otherwise stated)

Particulars

As per our report of even date attached

For A Ramachandra Rao & Co.
ICAI Firm registration number: 002857S

Chartered Accountants

PSRVV Surya Rao

Partner
Membership No.: 202367

Place: Hyderabad
Date: 11 May 2021

Note

2.1

2.4

22A
22C

23

25

26 A

26C
26B

2.7
2.8

As at
31 March 2021

486

As at
31 March 2020

298 409
57,678 33,592
57,976 34,001
84,007 85,110
77,080 1,03,298
18,519 6,710

985 597

5,131 7,603
1,85,722 2,03,318
243,698 237,319
1,40,039 65,285

(70,656) (1,17,564)
69,383 (52,279)
1,16,535 1,18,018
1,16,535 1,18,018
36,870 1,60,024
16,064 9,841
2,662 866
2,184 849
57,780 1,71,580
2,43,698 2,37,319

for and on behalf of the Board of Directors of Dr. Reddy's Laboratories Chile SPA.

M V Ramana

Director

Sameer Natu
Director
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Dr. Reddy's Laboratories Chile SPA.
Statement of Profit and Loss

(All amounts in Indian Rupees thousands, except share data and where otherwise stated)

Particulars

For the year ended

31 March 2021

For the year ended

31 March 2020

Note

Income
Revenue from operations 2.9 2,68,005 2,18,583
Other income 2.10 38,930 1,335
Total income 3,06,935 2,19,918
Expenses
Cost of materials consumed 1,79,082 1,18,917
(Increase) / decrease in inventories of finished goods, work-in-
progress and stock-in-trade 211 1,103 19,465
Employee benefits expense 2.12 44,265 41,451
Depreciation expense 213 159 218
Finance costs 2.14 2,542 2,885
Selling and other expenses 2.15 36,342 79,186
Total expenses 2,63,493 2,62,122
Profit/ (Loss) before tax 43,442 (42,204)
Tax expense

Current tax 3 7

Deferred tax - -
Profit /(Loss) for the year 43,439 (42,211)
Other comprehensive income (OCI)
A. (i) Items that will not be reclassifled to profit or loss

(i) Income tax relating to items that will not be reclassified to
profit or loss
B. (i) Items that will be reclassified to profit or loss 3,469 1,043

(ii) Income tax relating to items that will be reclassified to profit or

loss
Total comprehensive Gain/ (Loss) for the year 46,908 (41,168)
Earnings per share:
Basic earnings per share of CLP 1/- each 3.40 (6.57)
Diluted earnings per share of CLP 1/- each 3.40 (6.57)

The accompanying notes are an integral part of financial statements.

As per our report of even date attached

For A Ramachandra Rao & Co.
ICAI Firm registration number: 002857S
Chartered Accountants

PSRVV Surya Rao
Partner
Membership No.: 202367

Place: Hyderabad
Date: 11 May 2021

for and on behalf of the Board of Directors of Dr. Reddy's Laboratories Chile SPA.

M V Ramana
Director

Sameer Natu
Director



Dr. Reddy's Laboratories Chile SPA.
Statement of Changes in Equity
(All amounts in Indian Rupees thousands, except share data and where otherwise stated)
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Other components of equity

Reserves and surplus

Other comprehensive income

Particulars Equity share capital Total equity
Retained earnings Foreign currency translation
reserve
Balance as at 1 April 2020 65,285 (1,18,607) 1,043 (52,279)
Issue of equity shares 74,754 74,754
Profit for the year - 43,439 3,469 46,908
Balance as at 31 March 2021 1,40,039 (75,168) 4,512 69,383
Other components of equity
Particulars Equity share capital Reserves and surplus Othe.r comprehensive income | 1 equity
. . Foreign currency translation
Retained earnings
reserve
Balance as at 1 April 2019 65,285 (76,396) - (11,111)
Issue of equity shares -
Profit for the year - (42,211) 1,043 (41,168)
Balance as at 31 March 2020 65,285 (1,18,607) 1,043 (52,279)
The accompanying notes are an integral part of financial statements
As per our report of even date attached
for and on behalf of the Board of Directors of

For A Ramachandra Rao & Co. Dr. Reddy's Laboratories Chile SPA.
ICAI Firm registration number: 002857S
Chartered Accountants
PSRVV Surya Rao M V Ramana Sameer Natu
Partner Director Director

Membership No.: 202367

Place: Hyderabad
Date: 11 May 2021




Dr. Reddy's Laboratories Chile SPA.
Statement of Cash Flow

(All amounts in Indian Rupees thousands, except share data and where otherwise stated)

Particulars

Cash flows from / (used in) operating activities

Profit/(Loss) before tax

Adjustments:
Depreciation and amortisation expense
Foreign exchange loss / (gain), net
Provisions/ Allowance for Doubtful debts
Finance costs

Changes in operating assets and liabilities:

Trade receivables
Inventories
Trade payables
Other assets and liabilities, net

Cash generated from operations
Income tax paid, net

Net cash from / (used in) operating activities

Cash flows from / (used in) investing activities
Proceeds from sale of property, plant and equipment
Purchase of property, plant and equipment

Net cash used in investing activities

Cash flows from / (used in) financing activities

Proceeds from issue of equity shares

Proceeds from (repayment of ) long-term loans and borrowings, net
Net cash from / (used in) financing activities

Net increase / (decrease) in cash and cash equivalents
Effect of exchange rate changes on cash and cash equivalents
Cash and cash equivalents at the beginning of the year

Cash and cash equivalents at the end of the year

The accompanying notes are an integral part of financial statements.

As per our report of even date attached

For A Ramachandra Rao & Co.
ICAI Firm registration number: 002857S
Chartered Accountants

PSRVV Surya Rao
Partner
Membership No.: 202367

Place: Hyderabad
Date: 11 May 2021

For the year ended

31 March 2021

43,442

159
1,273
3,951
2,542

22,267
1,103

(1,23,154)

(12,651)

(61,068)

(61,068)

74,754
(4,025)

70,729

9,661
2,148
6,710

18,519
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For the year ended

31 March 2020

(42,204)

218
3,406

2,885

(63,258)
19,465
40,519

(19,917)

(58,386)

(58,886)

1,410
(206)
1,203

58,719
58,719

1,037
(2,3009)
7,982
6,710

for and on behalf of the Board of Directors of Dr. Reddy's Laboratories Chile SPA.

M V Ramana
Director

Sameer Natu
Director



Dr. Reddy's Laboratories Chile SPA.
(All amounts in Indian Rupees thousands, except share data and where otherwise stated)

Note 1 Description of the Company and significant accounting policies

1.1 Description of the Company
Dr. Reddy's Laboratories Chile SPA.(" the Company") incorporated in Chile , is a 100% subsidiary of Dr. Reddy's Laboratories Limited SA.

1.2 Basis of preparation of financial statements
The financial statements of the Company have been prepared and presented in accordance with the Indian Accounting Standards (“Ind AS™) notified under the Companies (Indian Accounting Standards)
Rules, 2015 and as amended from time to time.

1.3 Use of estimates and judgments

The preparation of financial statements in conformity with Ind AS requires management to make judgments, estimates and assumptions that affect the application of accounting policies and the reported
amounts of assets, liabilities, income and expenses. Actual results may differ from these estimates.

Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting estimates are recognised in the period in which the estimates are revised and in any future periods
affected.

1.4 Significant accounting policies

a) Current and non-current classification

All the assets and liabilities have been classified as current or non-current as per the Company’s normal operating cycle and other criteria set out in the Schedule 111 to the Companies Act, 2013 and Ind
AS 1, Presentation of financial statements.

Assets:

An asset is classified as current when it satisfies any of the following criteria:

a) it is expected to be realised in, or is intended for sale or consumption in, the Company’s normal operating cycle;

b) it is held primarily for the purpose of being traded;

c) it is expected to be realised within twelve months after the reporting date; or

d) it is cash or cash equivalent unless it is restricted from being exchanged or used to settle a liability for at least twelve months after the reporting date.

Liabilities:

A liability is classified as current when it satisfies any of the following criteria:

a) it is expected to be settled in the Company’s normal operating cycle;

b) it is held primarily for the purpose of being traded;

c) it is due to be settled within twelve months after the reporting date; or

d) the Company does not have an unconditional right to defer settlement of the liability for at least twelve months after the reporting date. Terms of a liability that could, at the option of the counterparty,
result in its settlement by the issue of equity instruments do not affect its classification.

Current assets/ liabilities include the current portion of non-current assets/ liabilities respectively. All other assets/ liabilities are classified as non-current. Deferred tax assets and liabilities are always
disclosed as non-current.

b) Foreign currency transactions

Transactions in foreign currencies are translated to the functional currency of the Company at exchange rates at the dates of the transactions. Monetary assets and liabilities denominated in foreign
currencies at the reporting date are translated into the functional currency at the exchange rate at that date. Non-monetary items that are measured based on historical cost in a foreign currency are
translated at the exchange rate at the date of the transaction. Non-monetary items that are measured at fair value in a foreign currency are translated using the exchange rates at the date when the fair
value was measured.

Exchange differences arising on the settlement of monetary items or on translating monetary items at rates different from those at which they were translated on initial recognition during the period or in
previous financial statements are recognised in the statement of profit and loss in the period in which they arise

When several exchange rates are available, the rate used is that at which the future cash flows represented by the transaction or balance could have been settled if those cash flows had occurred at the
measurement date.

c) Revenue

Sale of goods

Revenue is recognised when the control of the goods has been transferred to a third party, when the title passes to the customer, either upon shipment or upon receipt of goods by the customer and when
the customer has full discretion over the channel and price to sell the products, and there are no unfulfilled obligations that could affect the customer’s acceptance of the product. Revenue from the sale
of goods is measured at the transaction price which is the consideration received or receivable, net of returns, taxes and applicable trade discounts and allowances. Revenue includes shipping and
handling costs billed to the customer.

Services Income

Revenue from services rendered, which primarily relate to contract research, is recognised in the statement of profit and loss as the underlying services are performed. Upfront non-refundable payments
received under these arrangements are deferred and recognised as revenue over the expected period over which the related services are expected to be performed.

License fee

License fees primarily consist of income from the out-licensing of intellectual property, and other licensing and supply arrangements with various parties. Revenue from license fees is recognised when
control transfers to the third party and the Company’s performance obligations are satisfied. Some of these arrangements include certain performance obligations by the Company. Revenue from such
arrangements is recognised in the period in which the Company completes all its performance obligations.

d) Interest income and dividend
Interest income primarily comprises of interest from term deposits with banks. Interest income is recorded using the effective interest rate (EIR). EIR is the rate that exactly discounts the estimated
future cash receipts over the expected life of the financial instrument or a shorter period, where appropriate, to the gross carrying amount of the financial asset. Interest income is included in other income
in the statement of profit and loss.

Dividend income is recognised when the Company’s right to receive the payment is established, which is generally when shareholders approve the dividend.
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Note 1 Description of the Company and significant accounting policies (continued)

€) Income tax

Income tax expense consists of current and deferred tax. Income tax expense is recognised in the statement of profit and loss except to the extent that it relates to items recognised directly in equity, in
which case it is recognised in equity. Current tax is the expected tax payable on the taxable income for the year, using tax rates enacted or substantively enacted at the reporting date, and any adjustment
to tax payable in respect of previous years.

Deferred tax is recognised using the balance sheet method, providing for temporary differences between the carrying amounts of assets and liabilities for financial reporting purposes and the amounts
used for taxation purposes. Deferred tax is not recognised for the following temporary differences:

« the initial recognition of assets or liabilities in a transaction that is not a business combination and that affects neither accounting nor taxable profit;

« differences relating to investments in subsidiaries and jointly controlled entities to the extent that it is probable that they will not reverse in the foreseeable future; and

« taxable temporary differences arising upon the initial recognition of goodwill.

Deferred tax is measured at the tax rates that are expected to be applied to the temporary differences when they reverse, based on the laws that have been enacted or substantively enacted by the
reporting date. Deferred tax assets and liabilities are offset if there is a legally enforceable right to offset current tax liabilities and assets, and they relate to income taxes levied by the same tax authority
on the same taxable entity, or on different tax entities, but they intend to settle current tax liabilities and assets on a net basis or their tax assets and liabilities will be realised simultaneously.

A deferred tax asset is recognised to the extent that it is probable that future taxable profits will be available against which the temporary difference can be utilised. Deferred tax assets are reviewed at
each reporting date and are reduced to the extent that it is no longer probable that the related tax benefit will be realised.

) Earnings per share
The Company presents basic and diluted earnings per share (“EPS™) data for its ordinary shares. Basic EPS is calculated by dividing the profit or loss attributable to ordinary shareholders of the

Company by the weighted average number of ordinary shares outstanding during the period. Diluted EPS is determined by adjusting the profit or loss attributable to ordinary shareholders and the

weighted average number of ordinary shares outstanding for the effects of all dilutive potential ordinary shares, which includes all stock options granted to employees.

g) Property, plant and equipment

Recognition and measurement

Items of property, plant and equipment are measured at cost less accumulated depreciation and accumulated impairment losses, if any. Cost includes expenditures that are directly attributable to the
acquisition of the asset. The cost of self-constructed assets includes the cost of materials and other costs directly attributable to bringing the asset to a working condition for its intended use. General and
specific borrowing costs that are directly attributable to the construction or production of a qualifying asset are capitalised as part of the cost of that asset during the period of time that is required to
complete and prepare the asset for its intended use or sale. Qualifying assets are assets that necessarily take a substantial period of time to get ready for their intended use or sale.

When parts of an item of property, plant and equipment have different useful lives, they are accounted for as separate items (major components) of property, plant and equipment.

Gains and losses upon disposal of an item of property, plant and equipment are determined by comparing the proceeds from disposal with the carrying amount of property, plant and equipment and are
recognised in the statement of profit and loss.

The cost of replacing part of an item of property, plant and equipment is recognised in the carrying amount of the item if it is probable that the future economic benefits embodied within the part will flow
to the Company and its cost can be measured reliably. The costs of repairs and maintenance are recognised in the statement of profit and loss as incurred.

Items of property, plant and equipment acquired through exchange of non-monetary assets are measured at fair value, unless the exchange transaction lacks commercial substance or the fair value of
either the asset received or asset given up is not reliably measurable, in which case the asset exchanged is recorded at the carrying amount of the asset given up.

Depreciation

Depreciation is recognised in the statement of profit and loss on a straight line basis over the estimated useful lives of property, plant and equipment. Leased assets are depreciated over the shorter of the
lease term and their useful lives. Land is not depreciated.

Leasehold improvements are depreciated over the period of the lease agreement or the useful life, whichever is shorter.

Depreciation methods, useful lives and residual values are reviewed at each reporting date and, if expectations differ from previous estimates, the change(s) are accounted for as a change in an
accounting estimate in accordance with Ind AS 8, Accounting Policies, Changes in Accounting Estimates and Errors.

The estimated useful lives are as follows:

Years

Buildings
- Factory and administrative buildings 20 to 30
- Ancillary structures 31015
Plant and machinery 3t015
Furniture, fixtures and office equipment 31010
Vehicles 4105

Schedule 11 to the Companies Act, 2013 (“Schedule™) prescribes the useful lives for various classes of tangible assets. For certain class of assets, based on the technical evaluation and assessment, the
Company believes that the useful lives adopted by it best represent the period over which an asset is expected to be available for use. Accordingly, for these assets, the useful lives estimated by the
Company are different from those prescribed in the Schedule.

Advances paid towards the acquisition of property, plant and equipment outstanding at each reporting date is disclosed as capital advances under other non-current assets. The cost of property, plant and
equipment not ready to use before such date are disclosed under capital work-in-progress. Assets not ready for use are not depreciated.

h) Inventories

Inventories consist of raw materials, stores and spares, work-in-progress and finished goods and are measured at the lower of cost and net realisable value. The cost of all categories of inventories is
based on the weighted average method. Cost includes expenditures incurred in acquiring the inventories, production or conversion costs and other costs incurred in bringing them to their existing
location and condition. In the case of finished goods and work-in-progress, cost includes an appropriate share of overheads based on normal operating capacity. Stores and spares, that do not qualify to
be recognised as property, plant and equipment, consists of packing materials, engineering spares (such as machinery spare parts) and consumables (such as lubricants, cotton waste and oils), which are
used in operating machines or consumed as indirect materials in the manufacturing process.

Net realisable value is the estimated selling price in the ordinary course of business, less the estimated costs of completion and selling expenses.

The factors that the Company considers in determining the allowance for slow moving, obsolete and other non-saleable inventory include estimated shelf life, planned product discontinuances, price
changes, ageing of inventory and introduction of competitive new products, to the extent each of these factors impact the Company’s business and markets. The Company considers all these factors and
adjusts the inventory provision to reflect its actual experience on a periodic basis.
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Note 1 Description of the Company and significant accounting policies (continued)

i) Employee benefits

Short-term employee benefits

Short-term employee benefits are expensed as the related service is provided. A liability is recognised for the amount expected to be paid if the Company has a present legal or constructive obligation to
pay this amount as a result of past service provided by the employee and the obligation can be estimated reliably.

Defined contribution plans

The Company’s contributions to defined contribution plans are charged to the statement of profit and loss as and when the services are received from the employees.

J) Provisions, contingent liabilities and contingent assets

A provision is recognised if, as a result of a past event, the Company has a present legal or constructive obligation that can be estimated reliably, and it is probable that an outflow of economic benefits
will be required to settle the obligation. If the effect of the time value of money is material, provisions are determined by discounting the expected future cash flows at a pre-tax rate that reflects current
market assessments of the time value of money and the risks specific to the liability. Where discounting is used, the increase in the provision due to the passage of time is recognised as a finance cost.

Restructuring

A provision for restructuring is recognised when the Company has approved a detailed and formal restructuring plan, and the restructuring either has commenced or has been announced publicly. Future
operating costs are not provided.

Onerous contracts

A provision for onerous contracts is recognised when the expected benefits to be derived by the Company from a contract are lower than the unavoidable cost of meeting its obligations under the
contract. The provision is measured at the present value of the lower of the expected cost of terminating the contract and the expected net cost of continuing with the contract. Before a provision is
established, the Company recognises any impairment loss on the assets associated with that contract.

Reimbursement rights
Expected reimbursements for expenditures required to settle a provision are recognised only when receipt of such reimbursements is virtually certain. Such reimbursements are recognised as a separate
asset in the balance sheet, with a corresponding credit to the specific expense for which the provision has been made.

Contingent liabilities
A disclosure for a contingent liability is made when there is a possible obligation or a present obligation that may, but probably will not, require an outflow of resources. Where there is a possible
obligation or a present obligation in respect of which the likelihood of outflow of resources is remote, no provision or disclosure is made.

Contingent assets
Contingent assets are not recognised in the financial statements. However, contingent assets are assessed continually and if it is virtually certain that an inflow of economic benefits will arise, the asset
and related income are recognised in the period in which the change occurs.

k) Financial instruments

A financial instrument is any contract that gives rise to a financial asset of one entity and a financial liability or equity instrument of another entity.

Financial assets

All financial assets are recognised at fair value plus, in the case of financial assets not recorded at fair value through profit or loss, transaction costs that are attributable to the acquisition of the financial
asset. Purchases or sales of financial assets that require delivery of assets within a time frame established by regulation or convention in the market place (regular way trades) are recognised on the trade
date, i.e., the date that the Companny commits to purchase or sell the asset.

Impairment of trade receivables

In accordance with Ind AS 109, the Company applies expected credit loss (ECL) model for measurement and recognition of impairment loss on the trade receivables or any contractual right to receive
cash or another financial asset that result from transactions that are within the scope of Ind AS 18.

For this purpose, the Company follows ‘simplified approach” for recognition of impairment loss allowance on the trade receivable balances. The application of simplified approach does not require the
Company to track changes in credit risk. Rather, it recognises impairment loss allowance based on lifetime ECLs at each reporting date, right from its initial recognition.

As a practical expedient, the Company uses a provision matrix to determine impairment loss allowance on portfolio of its trade receivables. The provision matrix is based on its historically observed
default rates over the expected life of the trade receivables and is adjusted for forward-looking estimates. At every reporting date, the historical observed default rates are updated and changes in the
forward-looking estimates are analysed.

Financial liabilities

Financial liabilities are classified,as financial liabilities at fair value through profit or loss, loans and borrowings, payables, or as derivatives designated as hedging instruments in an effective hedge, as
appropriate.

All financial liabilities are recognised initially at fair value and, in the case of loans and borrowings and payables, net of directly attributable transaction costs.

The Company’s financial liabilities include trade and other payables, loans and borrowings including bank overdrafts and derivative financial instruments

1) Cash and cash equivalents

Cash and cash equivalents consist of cash on hand, demand deposits and short-term, highly liquid investments that are readily convertible into known amounts of cash and which are subject to
insignificant risk of changes in value. For this purpose, “short-term” means investments having maturity of three months or less from the date of investment. Bank overdrafts that are repayable on
demand and form an integral part of our cash management are included as a component of cash and cash equivalents for the purpose of the statement of cash flows.

m) Trade receivables
Trade receivables are initially recognised at fair value and subsequently measured at amortised cost using effective interest method, less provision for impairment.

n) Trade and other payables

These amounts represent liabilities for goods and services provided to the Company prior to the end of the financial year which are unpaid. The amounts are unsecured and are presented as current
liabilities unless payment is not due within twelve months after the reporting period. They are recognised initially ate fair value and subsequently measured at amortised cost using the effective interest
method.
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Note 2 Notes to the financial statements

2.1 Property, plant and equipment

Dr. Reddy's Laboratories Chile SPA.
(All amounts in Indian Rupees thousands, except share data and where otherwise stated)
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Gross carrying value Accumulated depreciation Net carrying value
Particulars
As at - _ As at As at _ As at As at As at
1 April 2020 Additions Disposals Forex 31 March 1 April 2020 For the year Disposals Forex 31 March 31 March 31 March

2021 2021 2021 2020
Furniture, fixtures and office equipment 1,192 - - 168 1,360 783 159 - 120 1,062 298 409
Vehicles 0) - - - 0) 0) - - - 0) 0) 0)
Total 1,192 - - 168 1,360 783 159 - 120 1,062 298 409
Previous Year 4,021 207 (2,818) (217) 1,192 2,136 218 (1,408) (163) 783 409 1,885
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Note 2 Notes to the financial statements (continued)

2.2 Financial assets

2.2 A. Trade receivables

As at
31 March 2021

As at
31 March 2020

Unsecured, considered good 77,080 1,03,298
77,080 1,03,298
2.2 B. Other non-current financial assets
As at As at

Unsecured, considered good

31 March 2021

31 March 2020

Security deposits 57,678 33,592
57,678 33,592
2.2 C. Cash and cash equivalents
As at As at

Balances with banks:

31 March 2021

31 March 2020

- In current accounts 18,519 6,710
Cash on hand - -
18,519 6,710
2.3 Other current assets
As at As at

Unsecured, considered good

31 March 2021

31 March 2020

Balances with statutory authorities 2,074 4,394

Others 3,057 3,209
5,131 7,603

2.4 Inventories

As at As at
31 March 2021 31 March 2020

Finished goods 84,007 85,110

84,007 85,110
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Note 2 Notes to the financial statements (continued)

Dr. Reddy's Laboratories Chile SPA.

(All amounts in Indian Rupees thousands, except share data and where otherwise stated)

Note 2 Notes to the financial statements (continued)

2.5 Share capital

Authorised share capital
14,545,775 equity shares of CLP 100/- each (31 March 2020 : 6,700,000)

Issued equity capital
14,545,775 equity shares of CLP 100/- each (31 March 2020 : 6,423,875)

Subscribed and fully paid-up
14,545,775 equity shares of CLP 100/- each (31 March 2020 : 6,423,875)

(a) Reconciliation of the equity shares outstanding is set out below:

As at
31 March 2021

1,40,039

1,40,039

1,40,039

1,40,039
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As at

31 March 2020

68,091

65,285

65,285

65,285

For the year ended
31 March 2021

For the year ended
31 March 2020

Particulars - -
No. of equity Amount No. of equity Amount
shares shares
Number of shares outstanding at the beginning of the year 64,23,875 65,285 64,23,875 65,285
Add: Equity shares issued during the year 81,21,900 74,754 - -
Number of shares outstanding at the end of the year 1,45,45,775 1,40,039 64,23,875 65,285

(b) Terms / rights attached to the equity shares

The Company has only one class of equity shares having a par value of CLP 1 per share. Each holder of equity shares is entitled to one vote per share.

(c) Details of shareholders holding more than 5% shares in the Company

As at As at
31 March 2021 31 March 2020

Particulars - — - —

No. of equity | % holding in No. of equity | % holding in

shares held the class shares held the class
Dr. Reddy's Laboratories SA 1,45,45,775 100.00 64,23,875 100.00
2.6 Financial Liabilities
2.6 A. Non-current borrowings

As at As at

Unsecured
Long-term loans from related parties

2.6 B. Other current financial liabilities

Accrued expenses

2.6 C. Trade payables

Trade payables to holding and other group companies

2.7 Current provisions

Provision for Compensated absences

2.8 Other current liabilities

Salary and bonus payable
Due to statutory authorities
Others

31 March 2021

1,16,535

1,16,535

As at

31 March 2021
16,064

16,064

As at

31 March 2021
36,870
36,870

As at

31 March 2021
2,662
2,662

As at
31 March 2021
136
898
1,150
2,184

31 March 2020

1,18,018
1,18,018

As at

31 March 2020
9,841

9,841

As at
31 March 2020

1,60,024

1,60,024

As at
31 March 2020

866

866

As at
31 March 2020

119

730
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Note 2 Notes to the financial statements (continued)

2.9 Sales

Sales
Other operating revenue

2.10 Other income

Foreign exchange Gain, net
Miscellaneous other income

2.11 Changes in inventories of finished goods, work-in-progress and stock-in-trade

Opening
Finished goods

Closing
Finished goods

2.12 Employee benefits expense

Salaries, wages and bonus

2.13 Depreciation expense

Depreciation of property, plant and equipment

2.14 Finance costs

Interest on long-term borrowings
Interest on other borrowings

2.15 Selling and other expenses

Other selling expenses
Legal and professional
Travel and conveyance
Insurance

Rent

Rates and taxes
Communication

Foreign exchange loss, net
Allowance for credit losses
Other general expenses

For the year ended
31 March 2021
2,68,005

2,68,005
For the year ended
31 March 2021
38,927
3

38,930

For the year ended

31 March 2021

85,110 85,110

84,007 84,007
1,103

—_——
For the year ended
31 March 2021

44,265
44,265

For the year ended
31 March 2021

159
159

For the year ended
31 March 2021
2,542

2,542

R — Y 1 s LS

For the year ended
31 March 2021

21,525
1,696
454
1,430
2,651
110
3,951
4,525

36,342
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For the period ended
31 March 2020
2,18,581
2
2,18,583

—lle
For the period ended
31 March 2020

1,335

1,335

For the period ended
31 March 2020

1,04,575 1,04,575

85110 _ 85110
19.465

i ——
For the period ended
31 March 2020

41,451
41,451

For the period ended
31 March 2020

218
218

For the period ended
31 March 2020
2,885

2,885

—_ £,009

For the period ended
31 March 2020

16,194
917
128
232

1,545
630
108

54,902

4,530

79,186
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Note 2 Notes to the financial statements (continued)

2.16 Going Concern
The accounts have been prepared on Going Concern basis, despite havinng accumulated losses, as the company is supported by its parent company in its activities and financial
affairs.

2.17 Related parties
a) The following is a summary of related party transactions

For the year ended For the period ended
Particulars 31 March 2021 31 March 2020
Interest expense to holding company or other group companies:
Dr. Reddy's Laboratories SA 2,542 2,885
b ) The Company had the following amounts due from / to related parties
Particulars Asat Asat
31 March 2021 31 March 2020
Due to holding company and other group companies(included in borrowings):
Dr. Reddy's Laboratories SA 1,16,535 1,18,018
Due to holding company and other group companies(included in trade payables and other liabilities):
Dr. Reddy's Laboratories Limited 36,870 1,60,024

2.18 Income taxes
a. Current Taxes
The current charge for income taxes is calculated in accordance with the relevant tax regulations applicable to the Company.

b. Deferred Taxes
The deferred tax liability has not been provided during the year as there is no liability arising out of any timing difference.

2.19 Provisions, contingent liabilities and contingent assets

Contingent liabilities and the crystallisation of these liabilities are dependent upon the outcome of court cases / arbitration / out of court settlement, disposal of appeals, the amount
being called up, terms of contractual obligation, development and raising of demand by concerned parties, respectively. The Company has made adequate provisions, wherever
required, in compliance with Ind AS 37 prescribed by the ICAI. Those contingent liabilities have arisen in the normal course of business and may not crystallise on the Company
and may not have any material impact on the revenue.

For A Ramachandra Rao & Co. for and on behalf of the Board of Directors of Dr. Reddy's Laboratories Chile SPA.
ICAI Firm registration number: 002857S
Chartered Accountants

PSRVV Surya Rao M V Ramana Sameer Natu
Partner Director Director
Membership No.: 202367

Place: Hyderabad
Date: 11 May 2021
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INDEPENDENT AUDITOR’S REPORT

To the Board of Directors

Dr. Reddy’s Laboratories Limited
Report on the audit of the separate financial statements

Opinion

We have audited the separate financial statements of Dr. Reddy’s Laboratories Inc. (the Company), which
comprise the statement of financial position as at March 31, 2021, and the statement of comprehensive
income, statement of changes in equity and statement of cash flows for the year then ended, and notes to
the separate financial statements, including a summary of significant accounting policies.

In our opinion, the accompanying separate financial statements give a true and fair view of the financial
position of the Company as at March 31, 2021, and its financial performance and its cash flows for the year
then ended in accordance with International Financial Reporting Standards (IFRSS).

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs). Our
responsibilities under those standards are further described in the Auditor’s Responsibilities for the Audit
of the separate financial statements section of our report. We are independent of the Company in
accordance with the International Ethics Standards Board for Accountants” code of Ethics for Professional
Accountants (IESBA Code), and we have fulfilled our other ethical responsibilities in accordance with
these requirements and the IESBA Code. We believe that the audit evidence we have obtained is sufficient
and appropriate to provide a basis for our opinion.

Responsibilities of Management and Those Charged with Governance for the separate Financial
Statements

Management is responsible for the preparation and fair presentation of the separate financial statements in
accordance with IFRSs, and for such internal control as management determines is necessary to enable the
preparation of separate financial statements that are free from material misstatement, whether due to fraud
or error.

In preparing the separate financial statements, management is responsible for assessing the Company’s
ability to continue as a going concern, disclosing, as applicable, matters related to going concern and using
the going concern basis of accounting unless management either intends to liquidate the Company or to
cease operations, or has no realistic alternative but to do so.

The Board of directors are responsible for overseeing the Company’s financial reporting process.

Auditor’s Responsibilities for the Audit of the Separate financial statements

Our objectives are to obtain reasonable assurance about whether the separate financial statements as a
whole are free from material misstatement, whether due to fraud or error, and to issue an auditor’s report
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that includes our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an
audit conducted in accordance with ISAs will always detect a material misstatement when it exists.
Misstatements can arise from fraud or error and are considered material if, individually or in the aggregate,
they could reasonably be expected to influence the economic decisions of users taken on the basis of these
separate financial statements.

As part of an audit in accordance with ISAs, we exercise professional judgement and maintain professional
skepticism throughout the audit. We also:

. Identify and assess the risks of material misstatement of the separate financial statements,
whether due to fraud or error, design and perform audit procedures responsive to those risks, and
obtain audit evidence that is sufficient and appropriate to provide a basis for our opinion. The risk
of not detecting a material misstatement resulting from fraud is higher than for one resulting from
error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the
override of internal control.

. Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the Company’s internal control.

. Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by management.

. Conclude on the appropriateness of management’s use of the going concern basis of accounting
and, based on the audit evidence obtained, whether a material uncertainty exists related to events
or conditions that may cast significant doubt on the Company’s ability to continue as a going
concern. If we conclude that a material uncertainty exists, we are required to draw attention in
our auditor’s report to the related disclosures in the separate financial statements or, if such
disclosures are inadequate, to modify our opinion. Our conclusions are based on the audit
evidence obtained up to the date of our auditor’s report. However, future events or conditions
may cause the Company to cease to continue as a going concern.

. Evaluate the overall presentation, structure and content of the separate financial statements,
including the disclosures, and whether the separate financial statements represent the underlying
transactions and events in a manner that achieves fair presentation.

We communicate with Board of directors regarding, among other matters, the planned scope and timing of
the audit and significant audit findings, including any significant deficiencies in internal control that we
identify during our audit.

Ernst & Young Associates LLP

The Skyview 10, 18" Floor,
“Zone A”, Survey No 83/1, Raidurgam,
Hyderabad 500 032, India.

Date: 12 May 2021.
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DR. REDDY’S LABORATORIES INC.
STATEMENT OF FINANCIAL POSITION
(All amounts in U.S. Dollars, except share and per share data and where otherwise stated)

PARTICULARS
ASSETS

Current assets

Cash and cash equivalents
Trade and other receivables
Inventories

Tax assets

Other current assets

Total current assets
Non-current assets
Property, plant and equipment
Goodwill

Other intangible assets
Deferred tax assets
Investments

Other non-current assets
Total non-current assets
Total assets

LIABILITIES AND EQUITY
Current liabilities

Trade and other payables
Provisions

Short-term borrowings

Long-term borrowings, current portion

Bank overdraft
Other current liabilities
Total current liabilities

Non-current liabilities
Long-term borrowings

Total non-current liabilities
Total liabilities

Equity

Share capital

Share premium

Treasury shares

Share-based payment reserve
Other components of equity
Total equity

Total liabilities and equity

The accompanying notes form an integral part of these Standalone financial statements.

Note

~

10
11
12
13
14

15
16
17
17

18

17

19

As of

March 31, 2021

March 31, 2020

1,949,187 8,069
253,886,342 306,863,382
219,724,955 160,441,270
5,278,353 13,699,483
138,153,626 121,915,843
618,992,463 602,928,047
29,798,165 8,377,707
2,779,637 3,291,000
13,015,626 19,264,234
25,091,565 19,100,233
86,818,736 40,322,816
1,643,243 1,399,248
150,146,972 91,755,238
778,139,435 694,683,285
377,547,181 398,585,266
19,012,095 23,713,477
- 10,500,000

6,793,157 1,289,357

- 1,191,582
45,666,134 39,077,707
449,018,567 474,357,389
23,185,572 6,198,739
23,185,572 6,198,739
472,204,139 480,556,128
14,010,000 14,010,000
66,580,135 20,096,182
(14,000,000) (14,000,000)
17,474,492 15,225,636
221,870,669 178,795,339
305,935,296 214,127,157
778,139,435 694,683,285
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DR. REDDY’S LABORATORIES INC.
INCOME STATEMENT
(All amounts in U.S. Dollars, except share and per share data and where otherwise stated)

For the year ended

PARTICULARS Note March 31, 2021 March 31, 2020
Revenues 20 917,775,640 890,407,705
Cost of revenues 783,240,592 746,135,213
Gross profit 134,535,048 144,272,492
Selling, general and administrative expenses 91,158,912 94,348,087
Research and development expenses 6,835,426 8,292,635
Impairment of non-current assets 4,725,799 -
Other income, net 21 (13,796,022) (14,591,939)
Total operating expenses 88,924,115 88,048,783
Results from operating activities (A) 45,610,933 56,223,709
Finance income 22 (981,627) (89,278)
Finance expense 22 2,677,914 4,622,070
Finance (income)/expense, net (B) 1,696,287 4,532,792
Profit before tax [(A)+(B)] 43,914,646 51,690,917
Tax expense/(benefit), net 10,035,320 (49,349,061)
Profit for the year 33,879,326 101,039,978

The accompanying notes form an integral part of these Standalone financial statements.
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DR. REDDY’S LABORATORIES INC.
STATEMENT OF COMPREHENSIVE INCOME

(All amounts in U.S. Dollars, except share and per share data and where otherwise stated)

For the year ended

PARTICULARS March 31, 2021 March 31, 2020
Profit for the year 33,879,326 101,039,978
Other comprehensive income
Items that will not be reclassified to the Income Statement - -
Total items that will not be reclassified to the Income statement - -
Items that will be reclassified subsequently to the Income statement:

Foreign currency translation adjustments 9,196,005 (16,657,879)
Total of items that will be reclassified subsequently to the income
statement 9,196,005 (16,657,879)
Other comprehensive income for the year, net of tax - -
Total comprehensive income for the year 43,075,331 84,382,099

The accompanying notes form an integral part of these Standalone financial statements.
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(All amounts in U.S. Dollars, except share and per share data and where otherwise stated)

DR. REDDY’S LABORATORIES INC.
STATEMENT OF CHANGES IN EQUITY

530

. Number of Share Share Share based Treasury Foreign Retained
Particulars . . currency . Total
Shares Capital premium payment Shares . earnings
translation
Balance as of April 01, 2019 (A) 1,401,000 14,010,000 20,000,000 13,132,381  (14,000,000) (15,015,005) 109,428,245 127,555,621
Profit for the year - - - - - - 101,039,978 101,039,978
Tax benefit from exercise of options - - 96,182 - - - - 96,182
Foreign currency translation adjustments - - - - - (16,657,879) - (16,657,879)
Total Comprehensive income (B) - - 96,182 - - (16,657,879) 101,039,978 84,478,281
Share-based payment expense (Refer note 25) - - - 2,093,255 - - - 2,093,255
Total transactions with owners of the Company (C) - - - 2,093,255 - - - 2,093,255
Balance as of March 31,2020 [(A)+(B)+(C)] 1,401,000 14,010,000 20,096,182 15,225,636  (14,000,000) (31,672,884) 210,468,223 214,127,157
Balance as of April 01, 2020 (A) 1,401,000 14,010,000 20,096,182 15,225,636  (14,000,000) (31,672,884) 210,468,223 214,127,157
Profit for the year - - - - - - 33,879,326 33,879,326
Purchase of DRLNY from DRLSA* - 46,483,953 - - - - 46,483,953
Foreign currency translation adjustments - - - - - 9,196,005 - 9,196,005
Total Comprehensive income (B) - - 46,483,953 - - 9,196,005 33,879,326 89,559,284
Share-based payment expense (Refer note 25) - - - 2,248,856 - - - 2,248,856
Total transactions with owners of the Company (C) - - 2,248,856 - 2,248,856
Balance as of March 31,2021 [(A)+(B)+(C)] 1,401,000 14,010,000 66,580,135 17,474,492  (14,000,000) (22,476,879) 244,347,549 305,935,297

*In July 2011, Dr. Reddy’s Laboratories NewYork Inc. (DRLNY) was incorporated as a wholly-owned subsidiary of Dr. Reddys Laboratories SA, Switzerland (DRLSA). In October
2020, as part of the planned restructuring, DRLSA has transferred the ownership interest in DRLNY to the Company. As a result of this, effective October 30 2020, DRLNY becomes a

wholly-owned subsidiary of the Company.

The accompanying notes form an integral part of these Standalone financial statements.



DR. REDDY’S LABORATORIES INC.
STATEMENT OF CASH FLOWS
(All amounts in U.S. Dollars, except share and per share data and where otherwise stated)

Particulars

For the year ended

March 31, 2021

March 31, 2020

Cash flows from operating activities:
Profit for the year
Adjustments for:
Tax expense/(benefit), net
Depreciation and amortization
Impairment of non-current assets
Allowance for credit losses
Provisions written back
Loss on sale or de-recognition of non-current assets, net
Share-based payment expense
Interest income
Refund Liability
Inventory write downs (Refer to Note 8)
Interest expense, net
Changes in operating assets and liabilities:
Trade and other receivables
Inventories
Trade and other payables
Other assets and other liabilities, net
Cash generated from operations
Income tax paid/ (refund), net
Net cash from operating activities

Cash flows used in investing activities:
Expenditures on property, plant and equipment
Expenditures on other intangible assets

Net cash used in investing activities

Cash flows from/(used in) financing activities:
Proceeds from short term borrowings (Refer to Note 17)
Repayment of short term borrowings (Refer to Note 17)

Payment of principal portion of lease liabilities (Refer to Note 17)

Interest paid
Net cash used in financing activities

Net increase/ (decrease) in cash and cash equivalents
Cash and cash equivalents at the beginning of the year

Cash and cash equivalents at the end of the year (Refer to Note 6)

The accompanying notes form an integral part of these Standalone financial statements.

33,879,326 101,039,978
10,035,320 (49,349,061)
10,777,135 6,355,414

4,725,799 -
264,076 38,770

- (133,708)

- 97,175
2,248,856 2,093,255
(981,627) (89,278)
14,770,928 20,973,919
16,118,681 34,865,355
2,689,383 4,544,010
52,712,964 (100,347,356)

(75,402,366) (22,326,842)

(20,635,028) 68,813,867

(29,082,919) (27,850,284)
22,120,528 38,725,214

774,555 (15,697,983)
22,895,083 23,027,232
(43,305) (62,886)
(2,103,442) (1,773,270)
(2,146,747) (1,836,156)
7,000,000 40,000,000

(17,500,000) (59,500,000)
(4,541,426) (1,061,230)
(2,574,210) (4,450,391)

(17,615,636) (25,011,621)

3,132,700 (3,820,545)
(1,183,513) 2,637,032
1,049,187 (1,183,513)
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DR. REDDY’S LABORATORIES INC.
NOTES TO THE FINANCIAL STATEMENTS
(All amounts in U.S. Dollars, except share and per share data and where otherwise stated)

1. Reporting entity

Dr. Reddy's Laboratories, Inc., (“the Company”/ “DRI”), was incorporated on May 11, 1992 in the state of New Jersey. The Company is an
importer of active pharmaceutical ingredients and chemical intermediary used in the pharmaceutical industry and generic finished dosage drug
products for distribution to pharmaceutical wholesalers and retail chains. The Company’s customers are primarily located throughout North
America.

2. Basis of preparation of financial statements

a. Statement of compliance

These Standalone financial statements as of and for the year ended March 31, 2021 comply in all material aspects with the International Financial
Reporting Standards and its interpretations (“IFRS”) as issued by the International Accounting Standards Board (“IASB”).

These standalone financial statements have been prepared by the Company as a going concern on the basis of relevant IFRS that are effective or
elected for early adoption at the Company’s annual reporting date, March 31, 2021. These standalone financial statements were authorized for
issuance by the Company’s Board of Directors on May 12, 2021.

b. Basis of measurement

These Standalone financial statements have been prepared on the historical cost convention and on an accrual basis, except for the following
material items in the statement of financial position:

« derivative financial instruments are measured at fair value;

« financial assets are measured either at fair value or at amortized cost, depending on the classification;

« long term borrowings, are measured at amortized cost using the effective interest rate method;

« share-based payments are measured at fair value and,

« right-of-use assets are recognized at the present value of lease payments that are not paid at that date. This amount is adjusted for any lease
payments made at or before the commencement date, lease incentives received and initial direct costs, incurred, if any.

c. Functional and presentation currency

The Company operates as marketing arm of Dr. Reddy’s Laboratories Limited (“the Ultimate Parent Company”) and the operations of Company are
largely restricted to import of finished goods from the Ultimate Parent Company in India, sale of these products in North America and remittance of
the sale proceeds to the Ultimate Parent. The cash flows realized from sale of goods are readily available for remittance to the Ultimate Parent
Company and cash is remitted to the parent Company on a regular basis. The costs incurred by Company are primarily the cost of goods imported
from the ultimate parent. The financing of the Company is done directly or indirectly by the Ultimate Parent Company and hence the functional
currency has been determined to be the functional currency of the Ultimate Parent Company, i.e. the Indian rupee.

All amounts included in the financial statements are reported in US dollar, (presentation currency). The assets and liabilities of the Company are
translated into U.S. Dollar, at the rate of exchange prevailing at the balance sheet date. Revenues and expenses are translated into U.S. Dollar at
average monthly exchange rates prevailing during the year. Resulting translation adjustment is included in Foreign Currency Translation Reserve
(FCTR).

d. Use of estimates and judgments

The preparation of financial statements in conformity with IFRS requires management to make judgments, estimates and assumptions that affect the
application of accounting policies and the reported amounts of assets, liabilities, income and expenses. Actual results may differ from these
estimates. Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting estimates are recognized in the period
in which the estimates are revised and in any future periods affected. In particular, information about significant areas of estimation uncertainty and
critical judgments in applying accounting policies that have the most significant effect on the amounts recognized in the Standalone financial
statements is included in the following notes:

Note 2 (c) & 3 (a) — Assessment of functional currency for foreign operations;

Note 3(b) and 26 — Financial instruments;

Notes 3(e) and (f) — Useful lives of property, plant and equipment and intangible assets;
Notes 3(g) — Determination of cost for right-of-use assets and lease term;

Note 3(h) — Valuation of inventories;

Notes 3 (i) and 30 — Assets and obligations relating to employee benefits;

Note 3(j) — Provisions;

Note 3(k) — Measurement of transaction price in a revenue transaction (Sales returns, rebates and chargeback provisions);
Note 3(m) — Evaluation of recoverability of deferred tax assets;

Note 3(n) — Share-based payment transactions;

Note 3(p) — Business Combinations;

Notes 3(q) — Measurement of recoverable amounts of cash-generating units;

Note 28 — Contingencies.
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DR. REDDY’S LABORATORIES INC.
NOTES TO THE FINANCIAL STATEMENTS
(All amounts in U.S. Dollars, except share and per share data and where otherwise stated)

3. Significant accounting policies
New Standards adopted by the Company

Amendments to IAS 1 and IAS 8: Definition of Material
The amendments provided a new definition to the word “material” as follows:

‘Information is material if omitting, misstating or obscuring it could reasonably be expected to influence decisions that the primary users of general-
purpose financial statements make on the basis of those financial statements, which provide financial information about a specific reporting entity.’

The amendments clarify that materiality will depend on the nature or magnitude of information, either individually or in combination with other
information, in the context of the financial statements. A misstatement of information is material if it could reasonably be expected to influence
decisions made by the primary users.

An information is considered to be obscured if it is communicated in a way that would have a similar effect for primary users of financial
statements to omitting or misstating that information. The amendments provided examples of circumstances that may result in information being
obscured.

Amendments to IFRS 3: Definition of a Business

The amendments clarified the definition of a business for the purpose of identifying a business combination under IFRS 3, “Business
Combinations”. As per the revised definition, business is ‘an integrated set of activities and assets that is capable of being conducted and managed
for the purpose of providing goods or services to customers, generating investment income (such as dividends or interest) or generating other
income from ordinary activities’.

A related amendment has been made to the definition of ‘output’ as an element of business.

The amendments include an election to use a ‘concentration test’. This is a simplified assessment that would cause an acquisition to qualify as an
asset acquisition. The concentration test is met if substantially all of the fair value of the gross assets acquired is concentrated in a single identifiable
asset or a group of similar identifiable assets.

An entity is required to apply the amendments to business combinations for which the acquisition date is on or after the beginning of the first annual
reporting period beginning on or after January 1, 2020, and to asset acquisitions that occur on or after the beginning of that period.

This amendment had no impact on the standalone financial statements of the Company but may impact future periods should the Company enter
into any business combinations.

Amendments to IFRS 7 and IFRS 9: Interest Rate Benchmark Reform

The IASB published “Interest Rate Benchmark Reform — Phase 1l (Amendments to IFRS 9, 1AS 39 and IFRS 7)” representing the finalization of
Phase Il of the project on August 27, 2020 to address issues that might affect financial reporting when an existing interest rate benchmark is
replaced with an alternative benchmark interest rate.

The amendments to IFRS 9, “Financial Instruments” provide a number of reliefs, which apply to all hedging relationships that are directly affected
by interest rate benchmark reform. A hedging relationship is affected if the reform gives rise to uncertainty about the timing and/or amount of
benchmark-based cash flows of the hedged item or the hedging instrument.

The amendments to IFRS 7, “Financial Instruments: Disclosures” prescribe the disclosures which entities are required to make for hedging
relationships to which the reliefs as per the amendments in IFRS 9 are applied.

These amendments are applicable for annual periods beginning on or after January 1, 2020.
These amendments had no impact on the standalone financial statements of the Company as it does not have any interest rate hedge relationships.

Amendments to IFRS 16: COVID-19 related rent concessions

IFRS 16, “Leases” was amended by IASB on May 28, 2020 to provide limited relief to lessees in respect of rent concessions arising due to COVID-
19 pandemic. No relief has been allowed to the lessors.

The amendments provide a practical expedient that lessees may elect to not treat any rent concessions, provided by lessors as a direct consequence
of COVID-19 pandemic, as lease modifications. However, to be eligible for this relief:

« the revised consideration for the lease should be less than or equal to the lease consideration immediately before the change;

« the rent concession should be for a period that does not extend beyond June 30, 2021 (for example, lease rents are reduced for a period up to
June 30, 2021 and increased for periods thereafter); and

« there should be no substantial modification to the other terms and conditions of the lease.

Lessee should apply the amendments for annual reporting periods beginning on or after January 1, 2020. In case a lessee has not yet approved the
financial statements for issue before the issuance of the amendments, then the same may be applied for annual reporting periods beginning on or
after the January 1, 2019.

The aforesaid amendments had no impact on the standalone financial statements of the Company.
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DR. REDDY’S LABORATORIES INC.
NOTES TO THE FINANCIAL STATEMENTS
(All amounts in U.S. Dollars, except share and per share data and where otherwise stated)

Summary of significant accounting policies

a. Foreign currency

Foreign currency transactions

Transactions in foreign currencies are translated to the functional currencies of the Company at exchange rates at the dates of the transactions.
Monetary assets and liabilities denominated in foreign currencies at the reporting date are translated into the functional currency at the exchange
rate at that date non-monetary items that are measured based on historical cost in a foreign currency are translated at the exchange rate at the date of
the transaction. Non-monetary items that are measured at fair value in a foreign currency are translated using the exchange rates at the date when
the fair value was measured.

Exchange differences arising on the settlement of monetary items or on translating monetary items at rates different from those at which they were
translated on initial recognition during the period or in previous Standalone financial statements are recognized in the income statement in the
period in which they arise.

When several exchange rates are available, the rate used is that at which the future cash flows represented by the transaction or balance could have
been settled if those cash flows had occurred at the measurement date.

b. Financial instruments
A financial instrument is any contract that gives rise to a financial asset of one entity and a financial liability or equity instrument of another entity.

Financial assets

Initial recognition and measurement

All financial assets are recognized initially at fair value plus, in the case of financial assets not recorded at fair value through profit or loss,
transaction costs that are attributable to the acquisition of the financial asset.

Purchases or sales of financial assets that require delivery of assets within a time frame established by regulation or convention in the market place
(regular way trades) are recognized on the trade date, i.e., the date that the Company commits to purchase or sell the asset.

Trade receivables are recognized initially at the amount of consideration that is unconditional unless they contain significant financing components,
in which case they are recognized at fair value. The Company’s trade receivables do not contain any significant financing component and hence are
measured at the transaction price measured under IFRS 15, “Revenue from Contracts with Customers”.

Subsequent measurement

For purposes of subsequent measurement, financial assets are classified in four categories:

* Debt instruments at amortized cost;

« Debt instruments at fair value through other comprehensive income (FVTOCI);

« Debt instruments, derivatives and equity instruments at fair value through profit or loss (FVTPL); and

« Equity instruments measured at fair value through other comprehensive income (FVTOCI).

Debt instruments at amortized cost

A ‘debt instrument’ is measured at the amortized cost if both the following conditions are met:

a) The asset is held within a business model whose objective is to hold assets for collecting contractual cash flows; and

b) Contractual terms of the asset give rise on specified dates to cash flows that are solely payments of principal and interest (SPPI) on the principal
amount outstanding.

After initial measurement, such financial assets are subsequently measured at amortized cost using the effective interest rate (EIR) method and are
subject to impairment. amortized cost is calculated by taking into account any discount or premium on acquisition and fees or costs that are an
integral part of the EIR. Interest income from these financial assets is included in finance income using the effective interest rate method. Any gain
or loss arising on de-recognition is recognized directly in the Standalone income statement and presented in other income/(losses),net. The EIR
amortisation is included in other income in the Standalone income statement. The losses arising from impairment are recognized in the Standalone
income statement. This category generally applies to trade and other receivables.

Debt instrument at FVTOCI

A ‘debt instrument’ is classified as at the FVTOCI if both of the following criteria are met:

a) The objective of the business model is achieved both by collecting contractual cash flows and selling the financial assets; and
b) The asset’s contractual cash flows represent SPPI.

Debt instruments included within the FVTOCI category are measured initially as well as at each reporting date at fair value. Fair value movements
are recognized in the OCI. However, the Company recognizes interest income, impairment losses and reversals and foreign exchange gain or loss in
the standalone income statement. On de-recognition of the asset, cumulative gain or loss previously recognized in OCI is reclassified to the
standalone income statement. Interest earned while holding a FVTOCI debt instrument is reported as interest income using the effective interest rate
method.
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NOTES TO THE FINANCIAL STATEMENTS
(All amounts in U.S. Dollars, except share and per share data and where otherwise stated)

Debt instrument at FVTPL
FVTPL is a residual category for debt instruments. Any debt instrument, which does not meet the criteria for categorisation as at amortized cost or
as FVTOCI, is classified as at FVTPL.

In addition, the Company may elect to designate a debt instrument, which otherwise meets amortized cost or FVTOCI criteria, as at FVTPL.
However, such election is allowed only if doing so reduces or eliminates a measurement or recognition inconsistency (referred to as ‘accounting
mismatch’). The Company has not designated any debt instrument as at FVTPL.

Debt instruments included within the FVVTPL category are measured at fair value with all changes recognized in the Standalone income statement.

Equity investments
All equity investments in scope of IFRS 9 are measured at fair value. Equity instruments which are held for trading and contingent consideration

recognized by an acquirer in a business combination to which IFRS 3 applies are classified as at FVTPL. For all other equity instruments, the
Company may make an irrevocable election to present in other comprehensive income subsequent changes in the fair value. The Company makes
such election on an instrument by-instrument basis. The classification is made on initial recognition and is irrevocable.

If the Company decides to classify an equity instrument as at FVTOCI, then all fair value changes on the instrument, excluding dividends, are
recognized in the OCI. There is no recycling of the amounts from OCI to the Standalone income statement, even on sale of investment. However,
the Company may transfer the cumulative gain or loss within equity.Equity investments designated as FVTOCI are not subject to impairment
assessment.

Equity instruments included within the F\VTPL category are measured at fair value with all changes recognized in the Standalone income statement.

Derecognition

A financial asset (or, where applicable, a part of a financial asset or part of a group of similar financial assets) is primarily derecognized (i.e.
removed from the Company’s financial position) when:

* The rights to receive cash flows from the asset have expired; or

« Both (1) the Company has transferred its rights to receive cash flows from the asset or has assumed an obligation to pay the received cash flows in
full without material delay to a third party under a “pass-through” arrangement; and (2) either (a) the Company has transferred substantially all the
risks and rewards of the asset, or (b) the Company has neither transferred nor retained substantially all the risks and rewards of the asset, but has
transferred control of the asset.

When the Company has transferred its rights to receive cash flows from an asset or has entered into a pass-through arrangement, it evaluates if and
to what extent it has retained the risks and rewards of ownership. When it has neither transferred nor retained substantially all of the risks and
rewards of the asset, nor transferred control of the asset, the Company continues to recognise the transferred asset to the extent of the Company’s
continuing involvement. In that case, the Company also recognises an associated liability. The transferred asset and the associated liability are
measured on a basis that reflects the rights and obligations that the Company has retained.

Impairment of trade receivables and other financial assets
In accordance with IFRS 9, the Company applies expected credit loss (ECL) model for measurement and recognition of impairment loss on the
trade receivables or any contractual right to receive cash or another financial asset that result from transactions that are within the scope of IFRS 15.

For this purpose, the Company follows ‘simplified approach’ for recognition of impairment loss allowance on the trade receivable balances. The
application of simplified approach does not require the Company to track changes in credit risk. Rather, it recognises impairment loss allowance
based on lifetime ECLSs at each reporting date, right from its initial recognition.

As a practical expedient, the Company uses a provision matrix to determine impairment loss allowance on portfolio of its trade receivables. The
provision matrix is based on its historically observed default rates over the expected life of the trade receivables and is adjusted for forward-looking
estimates. At every reporting date, the historical observed default rates are updated and changes in forward looking estimates are analysed.

Financial liabilities

Initial recognition and measurement

Financial liabilities are classified, at initial recognition, as financial liabilities at fair value through profit or loss, loans and borrowings, payables, or
as derivatives designated as hedging instruments in an effective hedge, as appropriate.

All financial liabilities are recognized initially at fair value and, in the case of loans and borrowings and payables, net of directly attributable
transaction costs. The Company’s financial liabilities include trade and other payables, loans and borrowings including bank overdrafts.
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(All amounts in U.S. Dollars, except share and per share data and where otherwise stated)

Subsequent measurement

The measurement of financial liabilities depends on their classification, as described below:

Financial liabilities at fair value through profit or loss

Financial liabilities at fair value through profit or loss include financial liabilities held for trading and financial liabilities designated upon initial
recognition as at fair value through profit or loss. Financial liabilities are classified as held for trading if they are incurred for the purpose of
repurchasing in the near term. This category also includes derivative financial instruments entered into by the Company that are not designated as
hedging instruments in hedge relationships as defined by IFRS 9. Separated embedded derivatives are also classified as held for trading unless they
are designated as effective hedging instruments.

Gains or losses on liabilities held for trading are recognized in the Standalone income statement.

Financial liabilities designated upon initial recognition at fair value through profit or loss are designated as such at the initial date of recognition,
and only if the criteria in IFRS 9 are satisfied. For liabilities designated as FVTPL, fair value gains/ losses attributable to changes in own credit risk
are recognized in OCI. These gains/ losses are not subsequently transferred to the income statement. However, the Company may transfer the
cumulative gain or loss within equity. All other changes in fair value of such liability are recognized in the income statement. The Company has not
designated any financial liability as fair value through profit and loss.

Loans and borrowings

Borrowings are initially recognized at fair value, net of transaction costs incurred. Borrowings are subsequently measured at amortized cost. Any
difference between the proceeds (net of transaction costs) and the redemption amount is recognized in profit or loss over the period of the
borrowings using the effective interest method.

After initial recognition, interest-bearing loans and borrowings are subsequently measured at amortized cost using the effective interest rate method.
Gains and losses are recognized in the standalone income statement when the liabilities are derecognized as well as through the effective interest
rate amortization process.

Amortized cost is calculated by taking into account any discount or premium on acquisition and fees or costs that are an integral part of the
effective interest rate. The effective interest rate amortization is included as finance costs in the standalone income statement.

Derecognition

A financial liability is derecognized when the obligation under the liability is discharged or cancelled or expires. When an existing financial liability
is replaced by another from the same lender on substantially different terms, or the terms of an existing liability are substantially modified, such an
exchange or modification is treated as the derecognition of the original liability and the recognition of a new liability. The difference in the
respective carrying amounts is recognized in the income statement.

Cash and cash equivalents

Cash and cash equivalents consist of cash on hand, demand deposits and short-term, highly liquid investments that are readily convertible into
known amounts of cash and which are subject to insignificant risk of changes in value. For this purpose, “short-term” means investments having
original maturities of three months or less from the date of investment. Bank overdrafts that are repayable on demand form an integral part of the
Company’s cash management and are included as a component of cash and cash equivalents for the purpose of the statement of cash flows.

c. Current versus non-current classification

All assets and liabilities have been classified as current or non-current as per the Company’s normal operating cycle and other criteria set out in IAS
1, “Presentation of financial statements”.

Assets:

An asset is classified as current when it satisfies any of the following criteria:

a) itis expected to be realized in, or is intended for sale or consumption in, the Company’s normal operating cycle;

b) itis held primarily for the purpose of being traded;

c) itis expected to be realized within twelve months after the reporting date; or

d) it is cash or a cash equivalent unless it is restricted from being exchanged or used to settle a liability for at least twelve months after the reporting
date.

Liabilities:

A liability is classified as current when it satisfies any of the following criteria:

a) it is expected to be settled in the Company’s normal operating cycle;

b) itis held primarily for the purpose of being traded;

c) itis due to be settled within twelve months after the reporting date; or

d) the Company does not have an unconditional right to defer settlement of the liability for at least twelve months after the reporting date. Terms of
a liability that could, at the option of the counterparty, result in its settlement by the issue of equity instruments do not affect its classification.

Current assets and liabilities include the current portion of non-current assets and liabilities respectively. All other assets and liabilities are classified
as non-current. Deferred tax assets and liabilities are always classified as non-current.
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d. Share capital

Ordinary shares

Ordinary shares are classified as equity. Incremental costs directly attributable to the issue of ordinary shares and stock options are recognized as a
deduction from equity, net of any tax effects.

Repurchase of share capital (treasury shares)

When share capital recognized as equity is repurchased, the amount of the consideration paid, which includes directly attributable costs, net of any
tax effects, is recognized as a deduction from equity. Repurchased shares are classified as treasury shares and are presented as a deduction from
total equity. When treasury shares are sold or reissued subsequently, the amount received is recognized as an increase in equity, and the resulting
surplus or deficit on the transaction is transferred to/from retained earnings.

e. Property, plant and equipment

Recognition and measurement

Items of property, plant and equipment are measured at cost less accumulated depreciation and accumulated impairment losses, if any. Cost
includes expenditures that are directly attributable to the acquisition of the asset. The cost of self-constructed assets includes the cost of materials
and other costs directly attributable to bringing the asset to a working condition for its intended use. Borrowing costs that are directly attributable to
the construction or production of a qualifying asset are capitalized as part of the cost of that asset.

When parts of an item of property, plant and equipment have different useful lives, they are accounted for as separate items (major components) of
property, plant and equipment.

Gains and losses upon disposal of an item of property, plant and equipment are determined by comparing the proceeds from disposal with the
carrying amount of property, plant and equipment and are recognized net within “other (income/expense, net)” in income statement.

The cost of replacing part of an item of property, plant and equipment is recognized in the carrying amount of the item if it is probable that the
future economic benefits embodied within the part will flow to the Company and its cost can be measured reliably. The costs of repairs and
maintenance are recognized in income statement as incurred.

Items of property, plant and equipment acquired through exchange of non-monetary assets are measured at fair value, unless the exchange
transaction lacks commercial substance or the fair value of either the asset received or asset given up is not reliably measurable, in which case the
asset exchanged is recorded at the carrying amount of the asset given up.

Depreciation
Depreciation is recognized in the Standalone income statement on a straight line basis over the estimated useful lives of property, plant and
equipment. The depreciation expense is included in the costs of the functions using the asset. Land is not depreciated but subject to impairment.

Leasehold improvements are depreciated over period of the lease agreement or the useful life, whichever is shorter.
Depreciation methods, useful lives and residual values are reviewed at each reporting date and any changes are considered prospectively. The
estimated useful lives are as follows:

Plant and equipment 3 - 15 years
Furniture, fixtures and office equipment 4 - 10 years
Vehicles 4 - 5 years
Buildings 5 years
Computer equipment 3 - 5 years

Software for internal use, which is primarily acquired from third-party vendors and which is an integral part of a Property , Plant and Equipment,
including consultancy charges for implementing the software, is capitalized as part of the related Property , Plant and Equipment. Subsequent costs
associated with maintaining such software are recognized as expense as incurred. The capitalized costs are amortized over the estimated useful life
of the software or the remaining useful life of the Property , Plant and Equipment, whichever is lower.

Advances paid towards the acquisition of property, plant and equipment outstanding at each reporting date and the cost of property, plant and
equipment not ready to use before such date are disclosed under capital work-in-progress. Assets not ready for use are not depreciated but are tested
for impairment.
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f. Goodwill and other Intangible assets

Goodwill

Goodwill represents the excess of consideration transferred, together with the amount of non-controlling interest in the acquiree, over the fair value
of the Company’s share of identifiable net assets acquired. Goodwill is measured at cost less accumulated impairment losses. In respect of equity
accounted investees, the carrying amount of goodwill is included in the carrying amount of the investment, and any impairment loss on such an
investment is not allocated to any asset, including goodwill, that forms part of the carrying value of the equity accounted investee.

Other intangible assets

Other intangible assets that are acquired by the Company and that have finite useful lives are measured at cost less accumulated amortization and
accumulated impairment losses.

Subsequent expenditures are capitalized only when they increase the future economic benefits embodied in the specific asset to which they relate.

Research and development
Expenditures on research activities undertaken with the prospect of gaining new scientific or technical knowledge and understanding are recognized
in the income statement when incurred.

Development activities involve a plan or design for the production of new or substantially improved products and processes. Development
expenditures are capitalized only if:

« development costs can be measured reliably;

« the product or process is technically and commercially feasible;

« future economic benefits are probable; and

« the Company intends to and has sufficient resources to complete development and to use or sell the asset.

The expenditures to be capitalized include the cost of materials and other costs directly attributable to preparing the asset for its intended use. Other
development expenditures are recognized in the income statement as incurred.
As of March 31, 2021, none of the development expenditure amounts has met the aforesaid recognition criteria.

Payments to third parties that generally take the form of up-front payments and milestones for in-licensed products, compounds and intellectual
property are capitalized. The Company’s criteria for capitalization of such assets are consistent with the guidance given in paragraph 25 of
International Accounting Standard 38 (“IAS 38”) (i.e., receipt of economic benefits out of the separately purchased transaction is considered to be
probable).

Intangible assets relating to products in development, other intangible assets not available for use and intangible assets having indefinite useful life
are subject to impairment testing at each reporting date. All other intangible assets are tested for impairment when there are indications that the
carrying value may not be recoverable. All impairment losses are recognized immediately in the income statement.

In-Process Research and Development assets (“IPR&D”)

Acquired research and development intangible assets that are under development are recognized as In-Process Research and Development assets
(“IPR&D”). IPR&D assets are not amortized, but evaluated for potential impairment on an annual basis or when there are indications that the
carrying value may not be recoverable. Any impairment charge on such IPR&D assets is recorded in the Standalone income statement under
"Impairment of non-current assets".

Subsequent expenditure

Subsequent expenditures are capitalized only when they increase the future economic benefits embodied in the specific asset to which they relate.
All other expenditures, including expenditures on internally generated goodwill and brands, is recognized in the Standalone income statement as
incurred.

Amortization

Amortization is recognized in the standalone income statement on a straight-line basis over the estimated useful lives of intangible assets. The
amortization expense is recognized in the income statement in the expense category that is consistent with the function of the intangible asset.
Intangible assets that are not available for use are amortized from the date they are available for use.

The estimated useful lives are as follows

Product related intangibles 5 - 15 years
Other intangibles 3 - 15 years
Marketing rights 3-5 years

The amortization period and the amortization method for intangible assets with a finite useful life are reviewed at each reporting date. Changes in
the expected useful lives or expected pattern of consumption of future economic benefits embodied in the assets are considered to modify the
amortization period or method, as appropriate and are treated as change in accounting estimate.
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Goodwill, intangible assets relating to products in development, other intangible assets not available for use and intangible assets having indefinite
useful life are subject to impairment testing at each reporting date. All other intangible assets are tested for impairment when there are indications
that the carrying value may not be recoverable. All impairment losses are recognized immediately in the standalone income statement under
“Impairment of non-current assets”.

De-recognition of intangible assets

Intangible assets are de-recognized either on their disposal or where no future economic benefits are expected from their use. Losses arising on such
de-recognition are recorded in the income statement, and are measured as the difference between the net disposal proceeds, if any, and the carrying
amount of respective intangible assets as on the date of de-recognition.

0. Leases

The Company's accounting policies relating to leases for periods ending on or after April 1, 2019 are as follows:

The Company assesses at contract inception whether a contract is or contains a lease, that is, if the contract conveys the right to control the use of
the identified asset for a period of time in exchange for consideration. The Company recognized right-of-use asset at the commencement date of
lease, i.e. the date the underlying asset is available for use. Assets and liabilities arising from a lease are initially measured on a present value basis.
Lease liabilities include the net present value of the following lease payments to be made over the lease term:

« fixed payments (including in-substance fixed payments), less any lease incentives receivable;

« variable lease payment that are based on an index or a rate, initially measured using the index or rate as at the commencement date;

« amounts expected to be payable by the Company under residual value guarantees;

« the exercise price of a purchase option if the Company is reasonably certain to exercise that option; and

« payments of penalties for terminating the lease, if the lease term reflects the Company exercising that option.

The lease payments are discounted using the interest rate implicit in the lease. If that rate cannot be readily determined, which is generally the case
for leases in the Company, the lessee’s incremental borrowing rate is used, being the rate that the individual lessee would have to pay to borrow the
funds necessary to obtain an asset of similar value to the right-of-use asset in a similar economic environment with similar terms, security and
conditions. The Company’s lease liabilities are included in borrowings.

Lease payments are allocated between principal and interest cost. The interest cost is charged to Stanalone income statement over the lease period
S0 as to produce a constant periodic rate of interest on the remaining balance of the liability for each period.

Right-of-use assets are measured at cost less accumulated depreciation and accumulated impairment comprising the following:
« the amount of the initial measurement of lease liability;

« any lease payments made at or before the commencement date less any lease incentives received;

« any initial direct costs; and

* restoration costs.

Right-of-use assets are generally depreciated over the shorter of the asset's useful life and the lease term on a straight-line basis.

Payments associated with short-term leases of equipment and vehicles and all leases of low-value assets are recognized on a straight-line basis as an
expense in profit or loss. Short-term leases are leases with a lease term of 12 months or less. Low-value assets comprise IT equipment and small
items of office furniture.

The right-of-use assets are initially recognized on the statements of financial position at cost, which is calculated as the amount of the initial
measurement of the corresponding lease liability, adjusted for any lease payments made at or prior to the commencement date of the lease, any lease
incentive received and any initial direct costs incurred by the Company.

h. Inventories

Inventories consist of raw materials, stores and spares, work in progress and finished goods and are measured at the lower of cost and net realizable
value. The cost of all categories of inventories is based on the weighted average method. Cost includes expenditures incurred in acquiring the
inventories, production or conversion costs and other costs incurred in bringing them to their existing location and condition. In the case of finished
goods and work in progress, cost includes an appropriate share of overheads based on normal operating capacity. Stores and spares consists of
packing materials which are consumed as indirect materials in the manufacturing process. Net realizable value is the estimated selling price in the
ordinary course of business, less the estimated costs of completion and selling expenses.

The factors that the Company considers in determining the allowance for slow moving, obsolete and other non-saleable inventory includes
estimated shelf life, planned product discontinuances, price changes, ageing of inventory and introduction of competitive new products, to the
extent each of these factors impact the Company’s business and markets. The Company considers all these factors and adjusts the inventory
provision to reflect its actual experience on a periodic basis.

i. Investments in subsidiaries and joint venture

Investments in subsidiaries and joint venture are carried at cost less accumulated impairment losses, if any. Where an indication of impairment
exists, the carrying amount of the investment is assessed and written down immediately to its recoverable amount. On disposal of investments in
subsidiaries and joint venture, the difference between net disposal proceeds and the carrying amounts are recognized in the income statement.

j. Provisions

A provision is recognized in the income statement if, as a result of a past event, the Company has a present legal or constructive obligation that can
be estimated reliably, and it is probable that an outflow of economic benefits will be required to settle the obligation. If the effect of the time value
of money is material, provisions are determined by discounting the expected future cash flows at a pre-tax rate that reflects current market
assessments of the time value of money and the risks specific to the liability. Where discounting is used, the increase in the provision due to the
passage of time is recognized as a finance cost.
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Restructuring
A provision for restructuring is recognized in the income statement when the Company has approved a detailed and formal restructuring plan, and
the restructuring either has commenced or has been announced publicly. Future operating costs are not provided.

Onerous contracts

A provision for onerous contracts is recognized in the income statement when the expected benefits to be derived by the Company from a contract
are lower than the unavoidable cost of meeting its obligations under the contract. The provision is measured at the present value of the lower of the
expected cost of terminating the contract and the expected net cost of continuing with the contract. Before a provision is established, the Company
recognizes any impairment loss on the assets associated with that contract.

Reimbursement rights

Expected reimbursements for expenditures required to settle a provision are recognized in the income statement only when receipt of such
reimbursements is virtually certain. Such reimbursements are recognized as a separate asset in the statement of financial position, with a
corresponding credit to the specific expense for which the provision has been made.

Contingent liabilities and contingent assets

A disclosure for a contingent liability is made when there is a possible obligation or a present obligation that may, but probably will not, require an
outflow of resources. Where there is a possible obligation or a present obligation in respect of which the likelihood of outflow of resources is
remote, no provision or disclosure is made.

Contingent assets are not recognized in the financial statements. A contingent asset is disclosed where an inflow of economic benefits is probable.
Contingent assets are assessed continually and, if it is virtually certain that an inflow of economic benefits will arise, the asset and related income
are recognized in the period in which the change occurs.

k. Revenue
The Company’s revenue is derived from sales of goods and service income. Most of such revenue is generated from the sale of goods. The
Company has generally concluded that it is the principal in its revenue arrangements.

Sale of goods

Revenue is recognized when the control of the goods has been transferred to a third party. This is usually when the title passes to the customer,
either upon shipment or upon receipt of goods by the customer. At that point, the customer has full discretion over the channel and price to sell the
products, and there are no unfulfilled obligations that could affect the customer’s acceptance of the product.

Revenue from the sale of goods is measured at the transaction price which is the consideration received or receivable, net of returns, taxes and
applicable trade discounts and allowances. Revenue includes shipping and handling costs billed to the customer.

In arriving at the transaction price, the Company considers the terms of the contract with the customers and its customary business practices. The
transaction price is the amount of consideration the Company is entitled to receive in exchange for transferring promised goods or services,
excluding amounts collected on behalf of third parties. The amount of consideration varies because of estimated rebates, returns and chargebacks,
which are considered to be key estimates. Any amount of variable consideration is recognized as revenue only to the extent that it is highly probable
that a significant reversal will not occur. The Company estimates the amount of variable consideration using the expected value method.

Profit share revenues and milestone payments

The Company from time to time enters into marketing arrangements with certain business partners for the sale of its products in certain markets.
Under such arrangements, the Company sells its products to the business partners at a non-refundable base purchase price agreed upon in the
arrangement and is also entitled to a profit share which is over and above the base purchase price. The profit share is typically dependent on the
business partner’s ultimate net sale proceeds or net profits, subject to any reductions or adjustments that are required by the terms of the
arrangement. Such arrangements typically require the business partner to provide confirmation of units sold and net sales or net profit computations
for the products covered under the arrangement.

Revenue in an amount equal to the base purchase price is recognized in these transactions upon delivery of products to the business partners. An
additional amount representing the profit share component is recognized as revenue only to the extent that it is highly probable that a significant
reversal will not occur.

At the end of each reporting period, the Company updates the estimated transaction price (including updating its assessment of whether an estimate
of variable consideration is constrained) to represent faithfully the circumstances present at the end of the reporting period and the changes in
circumstances during the reporting period.

Out licensing arrangements, milestone payments and royalties

Revenues include amounts derived from product out-licensing agreements. These arrangements typically consist of an initial up-front payment on
inception of the license and subsequent payments dependent on achieving certain milestones in accordance with the terms prescribed in the
agreement. In cases where the transaction has two or more components, the Company accounts for the delivered item (for example, the transfer of
title to the intangible asset) as a separate unit of accounting and record revenue upon delivery of that component, provided that the Company can
make a reasonable estimate of the fair value of the undelivered component. Otherwise, non-refundable up-front license fees received in connection
with product out-licensing agreements are deferred and recognized over the period in which the Company has pending performance obligations.
Milestone payments which are contingent on achieving certain clinical milestones are recognized as revenues either on achievement of such
milestones, over the performance period depending on the terms of the contract. If milestone payments are creditable against future royalty
payments, the milestones are deferred and released over the period in which the royalties are anticipated to be paid.

Royalty income earned through a license is recognized when the underlying sales have occurred.
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Provision for chargeback, rebates and discounts

Provisions for chargeback, rebates, discounts and Medicaid payments are estimated and provided for in the year of sales and recorded as reduction
of revenue. A chargeback claim is a claim made by the wholesaler for the difference between the price at which the product is initially invoiced to
the wholesaler and the net price at which it is agreed to be procured from the Company. Provisions for such chargebacks are accrued and estimated
based on historical average chargeback rate actually claimed over a period of time, current contract prices with wholesalers/other customers and
estimated inventory holding by the wholesaler.

Shelf stock adjustments

Shelf stock adjustments are credits issued to customers to reflect decreases in the selling price of products sold by the Company, and are accrued
when the prices of certain products decline as a result of increased competition upon the expiration of limited competition or exclusivity periods.
These credits are customary in the pharmaceutical industry, and are intended to reduce the customer inventory cost to better reflect the current
market prices. The determination to grant a shelf stock adjustment to a customer is based on the terms of the applicable contract, which may or may
not specifically limit the age of the stock on which a credit would be offered.

Refund Liability

The Company accounts for sales returns accrual by recording refund liability concurrent with the recognition of revenue at the time of a product
sale. This liability is based on the Company’s estimate of expected sales returns. The Company deals in various products and operates in various
markets. Accordingly, the estimate of sales returns is determined primarily by the Company’s historical experience in the markets in which the
Company operates. With respect to established products, the Company considers its historical experience of actual sales returns, levels of inventory
in the distribution channel, estimated shelf life, any revision in the shelf life of the product, product discontinuances, price changes of competitive
products, and the introduction of competitive new products, to the extent each of these factors impact the Company’s business and markets. With
respect to new products introduced by the Company, such products have historically been either extensions of an existing line of product where the
Company has historical experience or in therapeutic categories where established products exist and are sold either by the Company or the
Company’s competitors.

Services

Revenue from services rendered, which primarily relate to contract research, is recognized in the Standalone income statement as the underlying
services are performed. Upfront non-refundable payments received under these arrangements are deferred and recognized as revenue over the
expected period over which the related services are expected to be performed.

License fees

License fees primarily consist of income from the out-licensing of intellectual property, and other licensing and supply arrangements with various
parties. Revenue from license fees is recognized when control transfers to the third party and the Company’s performance obligations are satisfied.
Some of these arrangements include certain performance obligations by the Company. Revenue from such arrangements is recognized in the period
in which the Company completes all its performance obligations.

I. Employee benefits

Short-term employee benefits

Short-term employee benefits are expensed as the related service is provided. A liability is recognized for the amount expected to be paid if the
Company has a present legal or constructive obligation to pay this amount as a result of past service provided by the employee and the obligation
can be estimated reliably.

m. Income tax

Income tax expense consists of current and deferred tax. Income tax expense is recognized in the income statement except to the extent that it relates
to items recognized directly in equity, in which case it is recognized in equity. Current tax is the expected tax payable on the taxable income for the
year, using tax rates enacted or substantively enacted at the reporting date, and any adjustment to tax payable in respect of previous years.

Deferred tax is recognized using the balance sheet method, providing for temporary differences between the carrying amounts of assets and
liabilities for financial reporting purposes and the amounts used for taxation purposes. Deferred tax is not recognized for the following temporary
differences:

- temporary differences on the initial recognition of assets or liabilities in a transaction that is not a business combination and that affects neither
accounting nor taxable profit;

- temporary differences relating to investments in subsidiaries and jointly controlled entities to the extent that it is probable that they will not
reverse in the foreseeable future; and

- taxable temporary differences arising upon the initial recognition of goodwill.

Deferred tax is measured at the tax rates that are expected to be applied to the temporary differences when they reverse, based on the laws that have
been enacted or substantively enacted by the reporting date. Deferred tax assets and liabilities are offset if there is a legally enforceable right to
offset current tax liabilities and assets, and they relate to income taxes levied by the same tax authority on the same taxable entity, or on different tax
entities, but they intend to settle current tax liabilities and assets on a net basis or their tax assets and liabilities will be realized simultaneously.
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A deferred tax asset is recognized to the extent that it is probable that future taxable profits will be available against which the temporary difference
can be utilized. Deferred tax assets are reviewed at each reporting date and are reduced to the extent that it is no longer probable that the related tax
benefit will be realized. Unrecognized deferred tax assets are reassessed at each reporting date and are recognized to the extent that it has become
probable that the future taxable profits will allow the deferred tax assets to be recovered.

Accruals for uncertain tax positions require management to make judgments of potential exposures. Accruals for uncertain tax positions are
measured using either the most likely amount or the expected value amount depending on which method the entity expects to better predict the
resolution of the uncertainty. Tax benefits are not recognized unless the tax positions will probably be accepted by the tax authorities. This is based
upon management’s interpretation of applicable laws and regulations and the expectation of how the tax authority will resolve the matter. Once
considered probable of not being accepted, management reviews each material tax benefit and reflects the effect of the uncertainty in determining
the related taxable amounts.

n. Share-based payment transactions

Equity settled share-based payment transactions

The grant date fair value of options granted to employees is recognized as an employee expense in the Standalone income statement, with a
corresponding increase in equity, over the period that the employees become unconditionally entitled to the options. The amount recognized as an
expense is adjusted to reflect the number of awards for which the related service and performance conditions are expected to be met, such that the
amount ultimately recognized is based on the number of awards that meet the related service and performance conditions at the vesting date. The
expense is recorded for each separately vesting portion of the award as if the award was, in substance, multiple awards. The increase in equity
recognized in connection with share-based payment transaction is presented as a separate component in equity under “share-based payment
reserve”. The amount recognized as an expense is adjusted to reflect the actual number of stock options that vest.

Cash settled share-based payment transactions

The fair value of the amount payable to employees in respect of share-based payment transactions which are settled in cash is recognized as an
expense, with a corresponding increase in liabilities, over the period during which the employees become unconditionally entitled to payment. The
liability is re-measured at each reporting date and at the settlement date based on the fair value of the share-based payment transaction. Any changes
in the liability are recognized in the Standalone income statement.

0. Government grants

The Company recognizes government grants only when there is reasonable assurance that the conditions attached to them will be complied with,
and the grants will be received. Government grants received in relation to assets are presented as a reduction to the carrying amount of the related
asset. Grants related to income are deducted in reporting the related expense in Standalone income statement.

p. Business combinations

The Company uses the acquisition method of accounting to account for business combinations that occurred on or after April 1, 2009. The
acquisition date is the date on which control is transferred to the acquirer. Judgment is applied in determining the acquisition date and determining
whether control is transferred from one party to another. Control exists when the Company is exposed to, or has rights to variable returns from its
involvement with the entity and has the ability to affect those returns through power over the entity. In assessing control, potential voting rights are
considered only if the rights are substantive. The Company measures goodwill as of the applicable acquisition date at the fair value of the
consideration transferred, including the recognized amount of any non-controlling interest in the acquiree, less the net recognized amount of the
identifiable assets acquired and liabilities assumed. When the fair value of the net identifiable assets acquired and liabilities assumed exceeds the
consideration transferred, a bargain purchase gain is recognized immediately in the Standalone income statement. Consideration transferred
includes the fair values of the assets transferred, liabilities incurred by the Company to the previous owners of the acquiree, and equity interests
issued by the Company. Consideration transferred also includes the fair value of any contingent consideration. Consideration transferred does not
include amounts related to the settlement of pre-existing relationships. Any goodwill that arises on account of such business combination is tested
annually for impairment.

Any contingent consideration is measured at fair value at the date of acquisition. If an obligation to pay contingent consideration that meets the
definition of a financial instrument is classified as equity, then it is not re-measured and the settlement is accounted for within equity. Otherwise,
other contingent consideration is re-measured at fair value at each reporting date and subsequent changes in the fair value of the contingent
consideration are recorded in the Standalone income statement. A contingent liability of the acquiree is assumed in a business combination only if
such a liability represents a present obligation and arises from a past event, and its fair value can be measured reliably.

On an acquisition-by-acquisition basis, the Company recognizes any non-controlling interest in the acquiree either at fair value or at the non-
controlling interest’s proportionate share of the acquiree’s identifiable net assets. Transaction costs that the Company incurs in connection with a
business combination, such as finder’s fees, legal fees, due diligence fees and other professional and consulting fees, are expensed as incurred.
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g. Impairment

Non-financial assets

The carrying amounts of the Company’s non-financial assets, other than inventories and deferred tax assets are reviewed at each reporting date to
determine whether there is any indication of impairment. If any such indication exists, then the asset’s recoverable amount is estimated. For
goodwill and intangible assets that have indefinite lives or that are not yet available for use, an impairment test is performed each year at March 31.
The recoverable amount of an asset or cash-generating unit (as defined below) is the greater of its value in use and its fair value less costs to sell. In
assessing value in use, the estimated future cash flows are discounted to their present value using a pre-tax discount rate that reflects current market
assessments of the time value of money and the risks specific to the asset or the cash-generating unit. For the purpose of impairment testing, assets
are grouped together into the smallest group of assets that generate cash inflows from continuing use that are largely independent of the cash
inflows of other assets or groups of assets (the “cash-generating unit”).

The goodwill acquired in a business combination is, for the purpose of impairment testing, allocated to cash-generating units that are expected to
benefit from the synergies of the combination.

An impairment loss is recognized in the income statement if the estimated recoverable amount of an asset or its cash-generating unit is lower than
its carrying amount. Impairment losses recognized in respect of cash-generating units are allocated first to reduce the carrying amount of any
goodwill allocated to the units and then to reduce the carrying amount of the other assets in the unit on a pro-rata basis.

An impairment loss in respect of goodwill is not reversed. In respect of other assets, impairment losses recognized in prior periods are assessed at
each reporting date for any indications that the loss has decreased or no longer exists. An impairment loss is reversed if there has been a change in
the estimates used to determine the recoverable amount. An impairment loss is reversed only to the extent that the asset’s carrying amount does not
exceed its recoverable amount, nor exceed the carrying amount that would have been determined, net of depreciation or amortization, if no
impairment loss had been recognized. Goodwill that forms part of the carrying amount of an investment in a joint venture is not recognized
separately, and therefore is not tested for impairment separately. Instead, the entire amount of the investment in a joint venture is tested for
impairment as a single asset when there is objective evidence that the investment in a joint venture may be impaired.

An impairment loss in respect of equity accounted investee is measured by comparing the recoverable amount of investment with its carrying
amount. An impairment loss is recognized in the income statement, and reversed if there has been a favorable change in the estimates used to
determine the recoverable amount.

r. Finance income and expense

Finance income consists of interest income on funds invested, dividend income and gains on the disposal of financial assets. Interest income is
recognized in the Standalone income statement as it accrues, using the effective interest method. Dividend income is recognized in the Standalone
income statement on the date that the Company’s right to receive payment is established. The associated cash flows are classified as investing
activities in the statement of cash flows. Finance expenses consist of interest expense on loans and borrowings.

Borrowing costs are recognized in the Standalone income statement using the effective interest method. The associated cash flows are classified as
financing activities in the statement of cash flows.

Foreign currency gains and losses are reported on a net basis within finance income and expense. These primarily include: exchange differences
arising on the settlement or translation of monetary items; changes in the fair value of derivative contracts that economically hedge monetary assets
and liabilities in foreign currencies and for which no hedge accounting is applied; and the ineffective portion of cash flow hedges.

4. Determination of fair values

The Company’s accounting policies and disclosures require the determination of fair value, for certain financial and non-financial assets and
liabilities. Fair values have been determined for measurement and/or disclosure purposes based on the following methods. When applicable, further
information about the assumptions made in determining fair values is disclosed in the notes specific to that asset or liability.

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction between market participants at
the measurement date. The fair value measurement is based on the presumption that the transaction to sell the asset or transfer the liability takes
place either in the principal market for the asset or liability or in the absence of a principal market, in the most advantageous market for the asset or
liability. The principal or the most advantageous market must be accessible by the Company.

The fair value of an asset or a liability is measured using the assumptions that market participants would use when pricing the asset or liability,
assuming that market participants act in their economic best interest.

A fair value measurement of a non-financial asset takes into account a market participant's ability to generate economic benefits by using the asset
in its highest and best use or by selling it to another market participant that would use the asset in its highest and best use.

The Company uses valuation techniques that are appropriate in the circumstances and for which sufficient data are available to measure fair value,
maximizing the use of relevant observable inputs and minimizing the use of unobservable inputs.

All assets and liabilities for which fair value is measured or disclosed in the financial statements are categorized within the fair value hierarchy,
described as follows, based on the lowest level input that is significant to the fair value measurement as a whole:

» Level 1 — Quoted (unadjusted) market prices in active markets for identical assets or liabilities.

e Level 2 — Valuation techniques for which the lowest level input that is significant to the fair value measurement is directly or indirectly
observable.

e Level 3 — Valuation techniques for which the lowest level input that is significant to the fair value measurement is unobservable.

For assets and liabilities that are recognized in the financial statements at fair value on a recurring basis, the Company determines whether transfers
have occurred between levels in the hierarchy by re-assessing categorization (based on the lowest level input that is significant to the fair value
measurement as a whole) at the end of each reporting period.

External valuers are involved for valuation of significant assets, such as assets acquired in a business combination and significant liabilities, such as
contingent consideration. Involvement of external valuers is determined by the Management, based on market knowledge, reputation, independence
and whether professional standards are maintained.
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(i) Property, plant and equipment
Property, plant and equipment, if acquired in a business combination or through an exchange of non-monetary assets, is measured at fair value on
the acquisition date. For this purpose, fair value is based on appraised market values and replacement cost.

(ii) Intangible assets

The fair value of brands, technology related intangibles, and patents and trademarks acquired in a business combination is based on the discounted
estimated royalty payments that have been avoided as a result of these brands, technology related intangibles, patents or trademarks being owned
(the “relief of royalty method”). The fair value of customer related, product related and other intangibles acquired in a business combination has
been determined using the multi-period excess earnings method. Under this method, value is estimated as the present value of the benefits
anticipated from ownership of the intangible assets in excess of the returns required or the investment in the contributory assets necessary to realize
those benefits.

(iii) Inventories
The fair value of inventories acquired in a business combination is determined based on its estimated selling price in the ordinary course of business
less the estimated costs of completion and sale, and a reasonable profit margin based on the effort required to complete and sell the inventories.

(iv) Non-derivative financial liabilities

Fair value, which is determined for disclosure purposes, is calculated based on the present value of future principal and interest cash flows,
discounted at the market rate of interest at the reporting date. For finance leases the market rate of interest is determined by reference to similar
lease agreements. In respect of the Company’s borrowings that have floating rates of interest, their fair value approximates carrying value.

(V) Share-based payment transactions

The fair value of employee stock options is measured using the Black-Scholes-Merton valuation model. Measurement inputs include share price on
grant date, exercise price of the instrument, expected volatility (based on weighted average historical volatility), expected life of the instrument
(based on historical experience), expected dividends, and the risk free interest rate (based on government bonds).

5. Capital management

For the purposes of the Company’s capital management, capital includes issued capital and all other equity reserves. The primary objective of the
Company’s capital management is to maximise shareholder value. The Company manages it’s capital structure and makes adjustments in the light
of changes in economic environment and the requirements of the financial covenants. The Company monitors capital using gearing ratio, which is
total debt divided by total capital plus debt.

The capital gearing ratio as on 31 March 2021 and 31 March 2020 was 9% and 8% respectively.
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DR. REDDY’S LABORATORIES INC.
NOTES TO THE FINANCIAL STATEMENTS
(All amounts in U.S. Dollars, except share and per share data and where otherwise stated)

6. Cash and cash equivalents
Cash and cash equivalents consist of the following:

As of
March 31, 2021 March 31, 2020
Current
Cash on hand 1,714 1,914
Balances with banks 1,947,473 6,155
Cash and cash equivalents in the statements of financial position 1,949,187 8,069
Adjustment: Bank overdrafts used for cash management purposes - (1,191,582)
Cash and cash equivalents in the statements of cash flow 1,949,187 (1,183,513)
7. Trade and Other receivables
As of
March 31, 2021 March 31, 2020
Current
Trade and other receivables, net of chargebacks and rebates 254,732,216 307,144,609
Receivables from related parties* 1,694,024 1,994,595
Less: Allowance for credit losses (2,539,898) (2,275,822)
Trade and other receivables 253,886,342 306,863,382

* Refer note 23

The Company entered into an arrangement with a bank for the sale of its trade receivables. Under the arrangement, the Company
sold to the bank certain of its trade receivables forming part of its Global Generics segment, on a non-recourse basis. The
receivables sold were mutually agreed upon with the bank after considering the creditworthiness and contractual terms with the
customer, including any gross to net adjustments (due to rebates, discounts etc.) from the contracted amounts. As a result, the
receivables sold are generally lower than the total net amount of trade receivables. The Company has transferred substantially all
the risks and rewards of ownership of such receivables sold to the bank, and accordingly, the same are derecognized in the
statement of financial position.

As on March 31, 2021 and 2020, the amount of trade receivables de-recognized pursuant to the aforesaid arrangement was
USD 126,576,595 and USD 119,591,114 respectively.

In accordance with IFRS 9, the Company uses the expected credit loss (“ECL”) model for measurement and recognition of
impairment loss on its trade receivables or any contractual right to receive cash or another financial asset that result from
transactions that are within the scope of IFRS 15. For this purpose, the Company uses a provision matrix to compute the
expected credit loss amount for trade receivables. The provision matrix takes into account external and internal credit risk
factors and historical data of credit losses from various customers.

The details of changes in allowance for credit losses during the year ended March 31, 2021 and March 31, 2020 are as follows:

For the year ended

March 31, 2021 March 31, 2020
Balance at the beginning of the year 2,275,822 2,237,052
Provision made during the year, net of reversals 264,076 38,770
Balance at the end of the year 2,539,898 2,275,822
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8. Inventories
Inventories consist of the following:

As of
March 31, 2021 March 31, 2020
Finished goods 219,101,856 159,986,288
Packing materials, stores and spares 623,099 454,982
Total Inventories 219,724,955 160,441,270

During the years ended March 31, 2021 and 2020, the Company recorded inventory write-downs of USD 16,118,681 and USD
34,865,355 respectively which primarily relate to slow-moving provisions and adjustments to write the inventory to their
realisable amounts. These adjustments are included as part of cost of revenues in the income statement.

Cost of revenues for the years ended March 31, 2021 and 2020 includes raw materials, consumables and changes in finished
goods and work in progress recognized in the income statement USD 768,088,190 and USD 732,459,847 respectively. Cost of
Revenues for the years ended March 31, 2021 and 2020, includes other expenditures recognized in the income statement of
USD 15,152,402 and USD 13,675,366 respectively.

9. Other Assets
Other assets consist of the following:

As of

March 31, 2021 March 31, 2020
Current
Due from related parties* 133,579,987 116,636,593
Prepaid expenses 1,579,292 2,257,533
Other assets 2,994,347 3,021,717
Total Current Assets 138,153,626 121,915,843
* Refer note 23
Non-current
Deposits and other assets 1,643,243 1,399,248
Total Non-current Assets 1,643,243 1,399,248
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NOTES TO THE FINANCIAL STATEMENTS
(All amounts in U.S. Dollars, except share and per share data and where otherwise stated)

10. Property plant and equipment:
The following is a summary of the change in carrying value of property, plant and equipment:

. Plant & Office Furniture & Leasehold - Other
Particulars . - - Buildings - Total
Machinery equipment fixtures Improvements equipment*
Gross Carrying Value
Balance as of April 1, 2019 627,074 693,030 1,653,496 9,271,304 - 2,152,632 14,397,536
Recognition of right-of-use asset on initial application of
IFRS 16 - - - - 5,906,489 - 5,906,489
Adjusted balance as of April 1, 2019 627,074 693,030 1,653,496 9,271,304 5,906,489 2,152,632 20,304,025
Additions - - - - - 66,076 66,076
Disposals (244,942) (14,194) (12,678) - - (8,130) (279,944)
Effect of changes in foreign exchange rates 76,125 (59,616) (142,798) (797,519) (518,716) (301,506) (1,744,030)
Balance as of March 31, 2020 458,257 619,220 1,498,020 8,473,785 5,387,773 1,909,072 18,346,127
Balance as of April 1, 2020 458,257 619,220 1,498,020 8,473,785 5,387,773 1,909,072 18,346,127
Additions - - - - 26,771,818 47,051 26,818,869
Disposals - - - - - - -
Effect of changes in foreign exchange rates 27,494 23,879 55,556 296,138 1,109,332 44,818 1,557,217
Balance as of March 31, 2021 485,751 643,099 1,553,576 8,769,923 33,268,923 2,000,941 46,722,213
Accumulated Depreciation
Balance as of April 1, 2019 308,083 549,745 1,550,757 4,876,548 - 2,119,665 9,404,798
Depreciation during the year 50,133 64,997 40,616 865,127 984,415 46,818 2,052,106
Disposals (244,942) (13,488) (12,677) - - (8,130) (279,237)
Effect of changes in foreign exchange rates 83,702 (57,071) (138,270) (581,501) (61,365) (302,168) (1,056,673)
Balance as at March 31, 2020 196,976 544,183 1,440,426 5,160,174 923,050 1,856,185 10,120,994
Balance as of April 1, 2020 196,976 544,183 1,440,426 5,160,174 923,050 1,856,185 10,120,994
Depreciation during the year 49,009 38,508 38,899 865,127 5,525,186 22,716 6,539,445
Disposals - - - - - - -
Effect of changes in foreign exchange rates 27,556 16,238 48,028 45,595 103,755 89,001 330,173
Balance as of March 31, 2021 273,541 598,929 1,527,353 6,070,896 6,551,991 1,967,902 16,990,612
Net Carrying Value
As of April 1, 2019 318,991 143,285 102,739 4,394,756 - 32,967 4,992,738
Add: Capital-work-in-progress 1,285,254
Total as of April 01, 2019 6,277,992
261,281 75,037 57,594 3,313,611 4,464,723 52,887 8,225,133
Add: Capital-work-in-progress 152,574
Total as of March 31, 2020 8,377,707
As of March 31, 2021 212,210 44,170 26,223 2,699,027 26,716,932 33,039 29,731,601
Add: Capital-work-in-progress 66,564
Total as of March 31, 2021 29,798,165

*Others include electrical equipment, canteen equipment, lab equipment and computers.

Capital commitment: As of March 31, 2021 and 2020 the Company had capital commitments of USD 5,690,000 and USD 786,375, respectively under agreements to purchase property plant and
equipment and Intangible. This amount is net of capital advances paid in respect of such purchase commitments.
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Leases
The Company has lease contracts for Buildings used in its operations. Below are the carrying amounts of right-of-use assets recognized and the movements during the year included in the above
property, plant and equipment.

Particulars Buildings Total
Gross Carrying Value
Balance as of April 1, 2019 - -

Recognition of right-of-use asset on initial application of 5,906,489 5,906,489
IFRS 16

Adjusted balance as of April 1, 2019 5,906,489 5,906,489
Additions - -
Disposals - -
Effect of changes in foreign exchange rates (518,716) (518,716)
Balance as of March 31, 2020 5,387,773 5,387,773
Balance as of April 1, 2020 5,387,773 5,387,773
Additions®” 26,771,818 26,771,818
Disposals - -
Effect of changes in foreign exchange rates 1,109,332 1,109,332
Balance as of March 31, 2021 33,268,923 33,268,923

Accumulated Depreciation
Balance as of April 1, 2019 - -

Depreciation during the year 984,415 984,415
Disposals - -
Effect of changes in foreign exchange rates (61,365) (61,365)
Balance as of March 31, 2020 923,050 923,050
Balance as of April 1, 2020 923,050 923,050
Depreciation during the year 5,525,186 5,525,186
Disposals -

Effect of changes in foreign exchange rates 103,755 103,755
Balance as of March 31, 2021 6,551,991 6,551,991
Net carrying value

As of March 31, 2020 4,464,723 4,464,723
As of March 31, 2021 26,716,932 26,716,932

@ Additions for the year ended March 31, 2021 pertains to recognition of a right-of-use asset relating to a warehousing services agreement.

The following are the amounts recognized in income statement:

[Particulars For the Year Ended March 2021 For the Year Ended March 2020 |
Depreciation expense of right-of-use assets 5,525,186 984,415
Interest expense on lease liabilities 876,304 1,094,780

The Company had total cash outflows for leases of USD 5,417,730 & USD 2,086,613 respectively for the year ended March 31, 2021 & 2020. The maturity analysis of lease liabilities are
disclosed in Note 17 of these financial statements.
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11. Goodwill

Goodwill arising upon business acquisitions is not amortized but tested for impairment at least annually or more frequently if there is any
indication that the cash generating unit to which goodwill is allocated is impaired.

The following table presents the changes in goodwill during the years ended March 31, 2021 and 2020:

As of,
March 31, 2021 March 31, 2020
Opening balance, gross 3,291,000 3,291,000
Goodwill arising on business combinations during the year - -
Effect of translation adjustments (511,363) -
Impairment loss - -
Closing balance 2,779,637 3,291,000

For the purpose of impairment testing, goodwill is allocated to a cash generating unit, representing the lowest level within the Company at
which goodwill is monitored for internal management purposes and which is not higher than the Company’s operating segment.

The recoverable amounts of the above cash generating units have been assessed using a value-in-use model. Value in use is the present
value of the future cash flows expected to be derived from an asset or cash-generating unit. Initially a post-tax discount rate is applied to
calculate the net present value of the post-tax cash flows. Key assumptions on which the Company has based its determinations of value-
in-use include:

a) Estimated cash flows for five years based on management’s projections.
b) Terminal value arrived by extrapolating last forecasted year cash flows to perpetuity, using a constant long-term growth rate of 0%.

This long-term growth rate takes into consideration external macroeconomic sources of data. Such long-term growth rate considered
does not exceed that of the relevant business and industry sector.

c) The post-tax discount rates used are based on the Company’s weighted average cost of capital.

d) Value-in-use is calculated using after tax assumptions. The use of after tax assumptions does not result in a value-in-use that is
materially different from the value-in-use that would result if the calculation was performed using before tax assumptions. The after tax
discount rates used for impairment evaluation was 7.6% and the pre-tax discount rate was 9.1%.

The Company believes that any reasonably possible change in the key assumptions on which a recoverable amount is based would not
cause the aggregate carrying amount to exceed the aggregate recoverable amount of the cash-generating unit.
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12. Other intangible assets

The following is a summary of changes in carrying value of other intangible assets:

550

Product related

Marketing

Particulars intangibles Softwares Rights Total

Gross carrying value

Balance as of April 1, 2019 25,938,210 3,371,470 1,874,123 31,183,803
Additions 1,715,000 58,137 400,000 2,173,137
Disposals/De-recognitions - - - -
Effects of changes in foreign exchange rates (1,716,785) (419,349) (134,534) (2,270,668)
Balance as of March 31, 2020 25,936,425 3,010,258 2,139,589 31,086,272
Balance as of April 1, 2020 25,936,425 3,010,258 2,139,589 31,086,272
Additions 2,035,000 234,700 - 2,269,700
Disposals/De-recognitions (940,000) - - (940,000)
Effects of changes in foreign exchange rates 414,908 109,287 74,773 598,968
Balance as of March 31, 2021 27,446,333 3,354,245 2,214,362 33,014,940
Amortization/impairment loss

Balance as of April 1, 2019 6,410,528 1,790,627 404,704 8,605,859
Amortization for the year 3,188,938 629,488 484,882 4,303,308
Impairment loss - - - -
Disposals/De-recognitions - - - -
Effect of changes in foreign exchange rates (937,344) (49,810) (99,975) (1,087,129)
Balance as of March 31, 2020 8,662,122 2,370,305 789,611 11,822,038
Balance as of April 1, 2020 8,662,122 2,370,305 789,611 11,822,038
Amortization for the year 3,035,254 669,103 533,333 4,237,690
Impairment loss* 4,725,799 - - 4,725,799
Disposals/De-recognitions (500,000) - - (500,000)
Effect of changes in foreign exchange rates (316,575) 42,707 (12,345) (286,213)
Balance as of March 31, 2021 15,606,600 3,082,115 1,310,599 19,999,314
Net carrying amount

As of April 1, 2019 19,527,682 1,580,843 1,469,419 22,577,944
As of March 31, 2020 17,274,303 639,953 1,349,978 19,264,234
As of March 31, 2021 11,839,733 272,130 903,763 13,015,626

*Impairment loss recorded for the vear ended March 31, 2021

The Company has recorded an impairment loss of USD 4,725,799 for the year ended March 31, 2021 with regard to write down
of certain product related intangibles on account of discontinuance of the sale of the product and accordingly such impairment
was recorded under “Selling, general and administrative expenses” in the Company’s income statement.
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13. Income taxes

a. Income tax expense/(benefit) recognized in the income statement
Income tax expense/(benefit) recognized in the income statement consists of the following:

For the year ended

Particulars March 31, 2021 March 31, 2020

Current taxes
Current taxes expense/(benefit) 16,026,652 (48,489,681)
16,026,652 (48,489,681)

Deferred taxes
Deferred taxes expense/(benefit) (5,991,332) (859,380)
(5,991,332) (859,380)
Total income tax expense/(benefit) in income statement 10,035,320 (49,349,061)

The Company is considered as disregarded entity for the purpose of Income taxes. The tax expense in the Standalone Income Statement of
the Company is on account of tax allocation from the consolidated tax expense/(benefit) of Dr. Reddy’s Laboratories Inc.

The tax expenses are computed and presented at consolidated financial statements of Dr. Reddy’s Laboratories Inc. as per the tax laws of
the United States.

b. Income tax expense/(benefit) recognized directly in equity
There were no income tax expenses / benefits recognized directly in equity for the year ended March 31, 2021 and 2020.

¢. Reconciliation of effective tax rate

Particulars For the year ended

March 31, 2021 March 31, 2020

Profit before income taxes 43,914,646 51,690,917
Enacted tax rate in US 21.00% 21.00%
Computed expected tax expense/(benefit) 9,222,076 10,855,093
Expenses not deductible for tax purposes 18,932 32,461
Effect of permanent differences 846,818 378,990
Others (52,506) (2,025,230)
Effect on account of tax allocation from the consolidated tax benefit/ (expense) of Parent

Company viz., Dr. Reddy’s Laboratories Inc., based on parent-down approach - (58,590,375)
Income tax benefit 10,035,320 (49,349,061)
Effective tax rate 22.85% -95.47%

The Company’s weighted average effective tax rates for the years ended 31 March 2021 and 31 March 2020 were 22.85% and (95.47)%
respectively.

d. Unrecognized deferred tax assets and liabilities
During the financial year ending March 31, 2021 and March 31, 2020 the Company did not have unrecognized deferred tax assets.
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e. Deferred tax assets and liabilities

The tax effects of significant temporary differences that resulted in deferred tax assets and liabilities and a description of the items that

created these differences is given below:

Particulars

As of

March 31, 2021

March 31, 2020

Deferred tax assets/(liabilities):
Property plant and equipment
Accounts receivable

Stock based compensation/ equity
Other current assets

Other current liabilities

Net deferred tax assets

4,312,343 2,641,358
10,365,554 8,394,896
113,109 205,803
9,809,605 7,389,713
490,954 468,463
25,091,565 19,100,233

In assessing whether the deferred income tax assets will be realized, management considers whether some portion or all of the deferred
income tax assets will not be realized. The ultimate realization of the deferred income tax assets and tax loss carry-forwards is dependent
upon the generation of future taxable income during the periods in which the temporary differences become deductible. Management
considers the scheduled reversals of deferred tax liabilities, projected future taxable income and tax planning strategy in making this

assessment.

Based on the level of historical taxable income and projections of future taxable income over the periods in which the deferred tax assets are
deductible, management believes that the Company will realize the benefits of those recognized deductible differences and tax loss carry-
forwards. Recoverability of deferred tax assets is based on estimates of future taxable income. Any changes in such future taxable income

would impact the recoverability of deferred tax assets.

f. Movement in temporary differences during the years ended March 31, 2021 and 2020 :

The details of movement in deferred tax assets and liabilities are summarised below :

As at Movement As at

March 31, 2020 March 31, 2021
Deferred tax assets/(liabilities):
Property, plant and equipment and intangibles 2,641,357 1,670,986 4,312,343
Accounts receivable 8,394,896 1,970,658 10,365,554
Stock based compensation 205,803 (92,694) 113,109
Other current assets 7,389,713 2,419,892 9,809,605
Other current liabilities 468,464 22,490 490,954
Net deferred tax assets 19,100,233 5,991,332 25,091,565

As at Movement As at

March 31, 2019 March 31, 2020
Deferred tax assets/(liabilities)
Property, plant and equipment and intangibles 1,804,261 837,096 2,641,357
Accounts receivable 9,528,912 (1,134,016) 8,394,896
Stock based compensation (32,109) 237,912 205,803
Other current assets 6,686,527 703,186 7,389,713
Other current liabilities 253,262 215,202 468,464
Net deferred tax assets 18,240,853 859,380 19,100,233
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14. Investments
Investment in Other Companies:

Name of the Entity As of
March 31, 2021 March 31, 2020
Investment in Promisory note of Basepair Inc 334,783 322,816
Total investment in Other Companies 334,783 322,816
Investment in Subsidiaries & Joint Ventures:
. As of
Name of the Entity March 31, 2021 March 31, 2020
Dr. Reddy’s Laboratories Louisiana LLC 40,000,000 40,000,000
Promius Pharma LLC 215,101,645 215,101,645
Dr. Reddy’s Laboratories New York LLC 46,483,953 -
DRANU LLC* - 6,085,900
301,585,598 261,187,545

Less: Provision for diminution in value of investments

(refer note 23) (215,101,645)

(221,187 545)

Total investment in Subsidiaries & Joint Ventures 86,483,953

40,000,000

Total investment 86,818,736

40,322,816

*Company has transferred membership interests in DRANU, LLC effective from March 31, 2021. Effective from this date

DRANU, LLC ceased to be a joint venture .

15. Trade and other payables
Trade and other payables consist of the following:

As of
March 31, 2021 March 31, 2020
Due to related parties* 363,721,614 385,288,391
Others trade payables 5,263,686 4,570,793
Capital creditors - 403,057
Creditors for expenses 8,561,881 8,323,025
Total 377,547,181 398,585,266

*refer note 23

For details regarding the Company’s exposure to currency and liquidity risks, see Note 27 of these Standalone financial statements

under “Liquidity risk”.

16. Provisions
Provisions consist of the following:

Particluars As of

March 31, 2021 March 31, 2020
Refund liability 19,012,095 23,713,477
Total 19,012,095 23,713,477

The details of changes in provisions during the period ended March 31, 2021 and 2020 are as follows:

Particluars March 31, 2021 March 31, 2020

Balance as at beginning of the year 23,713,477 29,909,120
Provision made during the year, net of reversals 14,770,928 20,973,919
Provision used during the year (19,472,310) (27,169,562)
Balance as at end of the year 19,012,095 23,713,477

Refund liability is accounted for by recording a provision based on the Company’s estimate of expected sales returns. See Note

3(k) for the Company’s accounting policy on sales returns.
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17. Loans and Borrowings

Short term borrowings

. As of
Particluars
March 31, 2021 March 31, 2020
Unsecured borrowings - 10,500,000
Total Short term borrowings - 10,500,000

The Company had uncommitted lines of credit of USD 50,000,000 and USD 39,500,000 as of March 31 2021 and 2020,
respectively from its banks for working capital requirement. The Company has a right to draw upon these lines of credit based on
its working capital requirement.

The interest rate of the above borrowings is LIBOR+125 basis points for March 31, 2021.

Long-term borrowings

. As of
Particluars
March 31, 2021 March 31, 2020
Long-term borrowings, Non Current Leases 23,185,572 6,198,739
Long-term borrowings, Current Leases 6,793,157 1,289,357
Total Long-term borrowings 29,978,729 7,488,096

Reconciliation of liabilities arising from financing activities during the year ended March 31, 2021 are as follows:

Long-term

Particulars ; Short-term borrowings Total
borrowings*
Opening balance 7,488,096 10,500,000 17,988,096
Recognition of right-of-use liability during the year 26,771,818 - 26,771,818
Payment of principal portion of lease liabilities (4,541,426) - (4,541,426)
Borrowings made during the year - 7,000,000 7,000,000
Borrowings repaid during the year - (17,500,000) (17,500,000)
Effect of changes in foreign exchange rates 260,241 - 260,241
Closing balance 29,978,729 - 29,978,729

*Includes current portion

Reconciliation of liabilities arising from financing activities during the year ended March 31, 2020 are as follows:

Particulars Long—t.erm Short-term borrowings Total
borrowings*

Opening balance - 30,000,000 30,000,000
Recognition of right-of-use liability on initial application 8,549,326 8,549,326
of IFRS 16 ’

Payment of principal portion of lease liabilities (1,061,230) - (1,061,230)
Borrowings made during the year - 40,000,000 40,000,000
Borrowings repaid during the year - (59,500,000) (59,500,000)
Effect of changes in foreign exchange rates - - -
Closing balance 7,488,096 10,500,000 17,988,096

The aggregate maturities of long-term loans and borrowings, based on contractual maturities, as of March 31, 2021 were
as follows:

Maturing in the year ending March 31 Lease liability

2022 6,793,157
2023 7,176,096
2024 7,601,562
2025 7,453,474
2026 954,440
Thereafter -
Total 29,978,729

The aggregate maturities of long-term loans and borrowings, based on contractual maturities, as of March 31, 2020 were
as follows:

Maturing in the year ending March 31 Lease liability

2021 1,289,357
2022 1,448,552
2023 1,617,369
2024 1,811,454
2025 1,321,364
Thereafter -
Total 7,488,096
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18. Other Liabilities
Other liabilities consist of the following:

. As of
Particulars
March 31, 2021 March 31, 2020
Current Liabilities
Accrued expenses 21,334,534 22,241,571
Advance from customers 829,785 1,067,770
Medicaid 13,174,097 11,204,062
Other Current Liabilities 1,131,321 1,615,210
Other liabilities — related parties* 9,196,397 2,949,094
Total Current Liabilities 45,666,134 39,077,707
*Refer Note 23
19. Share Capital
As of
March 31, 2021 March 31, 2020
Authorized share capital 14,010,000 14,010,000
Fully paid up capital 14,010,000 14,010,000
As at April 01 14,010,000 14,010,000
Add: Additional paid up share capital - -
As at March 31 14,010,000 14,010,000

The Company presently has only one class of equity shares with an par value of USD 10 per share. For all
matters submitted to vote in a shareholders meeting of the Company, every holder of an equity share, as
reflected in the records of the Company on the date of the shareholders meeting shall have one vote in
respect of each share held.

In the event of liquidation of the Company, all preferential amounts, if any, shall be discharged by the
Company. The remaining assets of the Company shall be distributed to the holders of equity shares in
proportion to the number of shares held to the total equity shares outstanding as on that date.

Treasury Shares:

During the fiscal year ended March 2000, the Company had acquired 25% of its then outstanding common
stock held by a minority shareholder (Pharma, LLC) based on the terms of a Stock Redemption Agreement
at values to be determined based on achievement of sales for certain covered products. As per the terms of
agreement, contingent consideration payable as part of the transaction should not exceed USD 14,000,000
over the ensuing ten years.

Pursuant to negotiation and settlement of the initial arrangement, the Company agreed to pay the
contingent consideration to Pharma LLC. Consequently, the total amount paid of USD 14,000,000 has
been disclosed as treasury shares within the statement of changes in equity.
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20. Revenue from contract with customers
Revenue consists of the following:

For the year ended
March 31,2021  March 31, 2020
Sales to third parties 913,171,958 883,962,217
Sales to related parties* 4,153,109 4,147,437
Service income 450,573 2,298,051
Total Revenue 917,775,640 890,407,705

* Refer Note 23

Segment disclosure as per the requirement of IFRS 8 Operating Segments is not applicable to the Company, however for the purpose of
disclosures under IFRS 15, the Company operations are majorly into Generics and Pharmaceutical Services and Active Ingredients (“PSAI”).

Analysis of revenues by segments: For the year ended
Segment March 31,2021  March 31, 2020
Generics 873,355,299 847,133,890
PSAI 44,420,341 43,273,815
917,775,640 890,407,705

An analysis of revenues by therapeutic areas in the Company’s Generics segment is given below:

Analysis of revenues within the Generics segment: For the year ended

March 31,2021  March 31, 2020

Central Nervous System 291,929,266 238,813,301
Cardiovascular 105,912,361 122,056,483
Oncology 87,315,332 98,787,804
Gastrointestinal 100,679,407 92,179,782
Others 287,518,933 295,296,520
873,355,299 847,133,890

The revenue of the Company based on country and based on the location of the customers is mainly United States.

Information about major customers

Revenues from two customers of the Company's Generics segment were USD 260,566,360 and USD 132,933,990 representing
approximately 28% and 14% respectively of the Company’s total revenues for the year ended March 31, 2021.

Revenues from two customers of the Company's Generics segment were USD 199,786,049 and USD 130,708,448 representing
approximately 22% and 15% respectively of the Company’s total revenues for the year ended March 31, 2020.

Details of significant gross to net adjustments
A roll-forward for each major accrual is presented below for our fiscal years ended March 31, 2020 and 2021 (All values in U.S.$ millions)

Particulars Chargebacks Rebates Medicaid Refund liability®
Beginning Balance: April 1, 2019 128 92 11 30
Current provisions relating to sales during the year®” 1,468 319 20 21
Provisions and adjustments relating to sales in prior . ) ) )
years
Credits and payments** (1,441) (331) (129) 27)
Ending Balance: March 31, 2020 155 80 11 24
Beginning Balance: April 1, 2020 155 80 11 24
Current provisions relating to sales during the year® 1,702 245 21 15
Provisions and adjustments relating to sales in prior - ) ) )
years
Credits and payments** (1,655) (247) (19) (20)
Ending Balance: March 31, 2021 202 78 13 19

*  Currently, the Company does not separately track provisions and adjustments, in each case to the extent relating to prior years for
chargebacks. However, the adjustments are expected to be non-material. The volumes used to calculate the closing balance of chargebacks
represent approximately 1.3 months equivalent of sales, which corresponds to the pending chargeback claims yet to be processed.

** Currently, the Company does not separately track the credits and payments, in each case to the extent relating to prior years for
chargebacks, rebates, medicaid payments or refund liability.
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o Chargebacks provisions for the year ended March 31, 2020 were higher compared to the year ended March 31, 2019, primarily as a result
of higher sales volumes, which were partially offset due to a lower pricing rates per unit for chargebacks. Such lower pricing was primarily on
account of a reduction in the invoice price to wholesalers for certain of the Company’s products. The chargebacks payments for the year
ended March 31, 2020 were lower compared to the year ended March 31, 2019, primarily as a result of higher pending chargebacks claims at
March 31, 2020 as compared to March 31, 2019. The rebates provisions and the payments for the year ended March 31, 2020 were each lower
as compared to the year ended March 31, 2019, primarily as a result of lower pricing rates per unit for rebates, due to a reduction in the
invoice price to wholesalers for certain of the Company’s products, which were partially offset by higher sales volumes during the year ended
March 31, 2020 as compared to the year ended March 31, 2019.

@ Chargebacks provisions and payments for the year ended March 31, 2021 were each higher as compared to the year ended March 31,
2020, primarily as a result of higher sales volumes and also due to higher pricing rates per unit for chargebacks, due to reduction in the
contract prices through which the product is resold in the retail part of the supply chain for certain of the Company’s products. The rebates
provisions and payments for the year ended March 31, 2021 were each lower as compared to the year ended March 31, 2020, primarily as a
result of lower pricing rates per unit for rebates, due to a reduction in the invoice price to wholesalers for certain of the Company’s products
and also due to reduction in the contract prices through which the product is resold in the retail part of the supply chain for certain of the
Company’s products, which were partially off-set by higher sales volumes during the year ended March 31, 2021 as compared to the year
ended March 31, 2020.

@ The Company’s overall refund liability as of March 31, 2021 relating to its North America Generics business was USD 19,012,095,
compared to a liability of USD 23,713,477 as of March 31, 2020. This decrease in the Company’s liability was primarily attributable to a
lower refund liability allowance for the year ended March 31, 2021 as compared to the year ended March 31, 2020. Such allowance change
was primarily due to certain product mix changes and recent trends in actual sales returns, together with the Company’s historical experience
and also the price reduction for certain products resulting into lower refund liability to be carried.

The estimates of “gross-to-net” adjustments relate mainly to sales return allowances in all such operations. The pattern of such sales return
allowances is generally consistent with the Company's gross sales.

For the year ended

Particluars March 31,2021  March 31, 2020
Balance at the beginning of the year 23,713,477 29,909,120
Provision made during the year, net of reversals 14,770,928 20,973,919
Provision used during the year (19,472,310) (27,169,562)
Balance as at end of the year 19,012,095 23,713,477

Details of contract asset:

As mentioned in the accounting policies Note 3 (k) for sales returns as per, the Company recognises an asset i.e., right to the returned goods
(included in inventories) for the products expected to be returned. The Company initially measures this asset at the former carrying amount of
the inventory, less any expected costs to recover the goods, including any potential decreases in the value of the returned goods. Along with
remeasuring the refund liability at the end of each reporting period, the Company updates the measurement of the asset recorded for any
revisions to its expected level of returns, as well as any additional decreases in the value of the returned products.

As on March 31, 2021 and 2020, the Company has USD Nil and USD Nil, respectively as contract asset representing the right to the returned
goods.

Details of contract liabilities

As of

March 31, 2021  March 31, 2020
Advance from customers 829,785 1,067,770
Total 829,785 1,067,770
21. Other (income)/expense, net
Other expense/ (income), net consist of the following:

For the year ended

March 31,2021  March 31, 2020
Corporate services provided to fellow group companies* (13,961,664) (14,240,212)
Royalty expense — related parties* 42,753 206,868
Other (income)/expense, net 122,889 (558,595)
Total (13,796,022) (14,591,939)

* Refer Note 23

22. Finance (income)/ expense
Finance income consist of the following:

For the year ended
March 31, 2021  March 31, 2020

Interest income (981,627) (89,278)

Total (981,627) (89,278)

Finance expense consist of the following:

For the year ended
March 31, 2021  March 31, 2020

Foreign exchange (Gain)/ Loss (11,469) 78,060
Interest expense 2,689,383 4,544,010
Total 2,677,914 4,622,070
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23. Related parties

The Company has entered into transactions with the following related parties:

Dr. Reddy’s Laboratories Limited

Dr. Reddy's Laboratories SA

Industrias Quimicas Falcon de Mexico, S.A.de C.V.
Dr. Reddy’s Laboratories Louisiana LLC

Dr. Reddy’s Laboratories New York LLC*
Betapharm Arzneimittel GmbH

Dr. Reddy’s Laboratories Canada, Inc.

Promius Pharma LLC

DRANU LLC**

Ultimate Parent Company
Parent Company

Company under common control
Subsidiary Company

Subsidiary Company

Company under common control
Company under common control
Subsidiary Company

Joint venture

* Dr. Reddy’s Laboratories SA has transferred the ownership interest in Dr. Reddy’s Laboratories New York LLC (DRLNY) to the
Company. With effect October 30, 2020, DRLNY becomes a wholly-owned subsidiary of the Company.
** Transferred membership interests in DRANU, LLC effective from March 31, 2021.

The following is a summary of significant related party transactions:

Purchases from related parties

March 31, 2021

March 31, 2020

Dr. Reddy 's Laboratories Limited 481,613,897 449,538,280
Industrias Quimicas Falcon De Mexico 4,114,586 2,503,782
Dr. Reddy’s Laboratories Louisiana LLC 17,123,584 13,731,461
Dr. Reddy’s Laboratories , SA 233,753,948 182,385,429
Betapharm Arzneimittel GmbH 7,596,776 9,551,948

Total 744,202,791 657,710,900

Profit/(loss) share to related parties

March 31, 2021

March 31, 2020

Dr. Reddy’s Laboratories Louisiana LLC (637,906) (90,137)
Promius Pharma LLC - (103,251)
Total (637,906) (193,388)

Sales to related parties

March 31, 2021

March 31, 2020

Dr. Reddy's Laboratories Canada Inc.

4,153,109

4,147,437

Total

4,153,109

4,147,437

Services to related parties

March 31, 2021

March 31, 2020

Dr. Reddy 's Laboratories Limited 8,467,493 8,268,364
Dr. Reddy’s Laboratories , SA 5,494,171 5,971,848
Total 13,961,664 14,240,212

Other income (from)/to related parties

March 31, 2021

March 31, 2020

Dr. Reddy’s Laboratories Limited

42,753

206,868

Total

42,753

206,868

Net Advances given to/(repaid by) related parties

March 31, 2021

March 31, 2020

Dr. Reddy’s Laboratories Louisiana LLC 14,714,888 13,535,979
Dr. Reddy’s Laboratories New York LLC 3,341,649 2,126,168
Promius Pharma LLC - (30,000,000)

Total 18,056,537 (14,337,853)

The Company has the following amounts due from related parties (included in other current assets and Trade and Other

receivables):

Due from related parties

March 31, 2021

March 31, 2020

Dr. Reddy’s Laboratories Limited 2,191,059 3,845,995
Dr. Reddy’s Laboratories New York LLC 40,713,713 36,799,722
Dr. Reddy’s Laboratories Louisiana LLC 89,982,836 74,751,853
Dr. Reddy’s Laboratories, SA 692,379 1,209,803
Dr. Reddy’s Laboratories Canada, Inc. 1,694,024 2,023,815

Total 135,274,011 118,631,188
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The Company has the following amounts due to related parties (included in trade payables and other liabilities):

Due to related parties March 31, 2021 March 31, 2020
Dr. Reddy’s Laboratories Limited 213,846,406 274,695,495
Dr. Reddy’s Laboratories, SA 146,252,630 101,707,291
Betapharm Arzneimittel GmbH 3,602,867 8,880,473
Industrias Quimicas Falcon De Mexico 19,721 5,131
Dr. Reddy’s Laboratories Louisiana LLC 516,095 -
Dr. Reddy’s Laboratories New York LLC 5,291,049 82,940
Promius Pharma LLC 3,389,243 2,866,155
Total 372,918,011 388,237,485
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24. Operating leases
The Company has leased offices and vehicles under various operating lease agreements that are renewable
on a periodic basis at the option of both the lessor and the lessee.

The schedule of future minimum rental payments in respect of non-cancellable operating leases is set out
below:

. For the period ended
Particluars

March 31, 2021 March 31, 2020

Less than one year - -
Between one and five years - -
More than five years - -

Commencing April 1, 2019 upon adoption of IFRS 16," Lease", majority of lease for which the Company
is in lease become on balance sheet liability with corresponding right -of use assets recognized in the
statement of financial position.

Upon adoption of the new standard, a portion of the annual operating lease cost , which was previously
fully recognized as functional expense is recorded as interest expense.
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25. Employee stock incentive plan

Dr. Reddy’s Employees Stock Option Plan-2002 (the “DRL 2002 Plan”)

Dr. Reddy’s Laboratories Limited, (“Ultimate Parent Company”) instituted the DRL 2002 Plan for all eligible employees
pursuant to the special resolution approved by the shareholders in its Annual General Meeting held on September 24, 2001.
The DRL 2002 Plan covers all employees and directors (excluding promoter directors) of its subsidiaries. The Nomination,
Governance, and Compensation Committee of the Board (the “Committee”) of the Ultimate Parent Company shall
administer the DRL 2002 Plan and grant stock options to eligible employees. The Committee determines which eligible
employees will receive options, the number of options to be granted, the exercise price, the vesting period and the exercise
period. The vesting period is determined for all options issued on the date of grant. The options issued under the DRL 2002
Plan vest in periods ranging between one and four years and generally have a maximum contractual term of five years.

The DRL 2002 Plan, as amended at annual general meetings of shareholders of the Ultimate Parent Company, provides for
stock option grants in two categories:

Category A: Options reserved for grant having an exercise price equal to the fair market value of the underlying equity
shares on the date of grant; and

Category B: Options reserved for grant having an exercise price equal to the par value of the underlying equity shares (i.e.,
USD 0.12 per option).

Under the DRL 2002 Plan, the exercise price of the fair market value options granted under Category A is determined based
on the average closing price for 30 days prior to the grant in the stock exchange where there is highest trading volume during
that period. Notwithstanding the foregoing, the Committee may, after obtaining the approval of the shareholders in the
annual general meeting, grant options with a per share exercise price other than fair market value and par value of the equity
shares.

Stock option activity under the DRL 2002 Plan for the two categories of options during the year ended March 31, 2021 and
2020 are as follows:

Category A — Fair Market Value Options: There was no stock options activity under this category during the year March
31, 2021 and March 31, 2020 and there were no options outstanding under this category as of March 31, 2021 and March 31,
2020.

Category B — Par Value Options

For the year ended March 31, 2021:

The number of options granted and exercised during the year is 13,340 and 5,995 respectively. The exercise price and
weighted exercise price of the options is USD 0.12. The options outstanding at the end of the year are 21,035 with a
weighted average remaining contractual life of 76 months.

For the year ended March 31, 2020:

The number of options granted and exercised during the year is 6,572 and 3,648 respectively. The exercise price and
weighted exercise price of the options is USD 0.12. The options outstanding at the end of the year are 15,924 with a
weighted average remaining contractual life of 71 months.

Dr. Reddy’s Employees ADR Stock Option Plan 2007 (the “DRL 2007 Plan™):

Dr. Reddy’s Laboratories Limited, (“Ultimate Parent Company”) instituted the DRL 2007 Plan for all eligible employees in
pursuance of the special resolution approved by the shareholders in the Annual General Meeting held on July 27, 2005. The
DRL 2007 Plan came into effect on approval of the Board of Directors on January 22, 2007. The DRL 2007 Plan covers all
employees and directors (excluding promoter directors) of the Company. The Committee of the parent Company administers
the DRL 2007 Plan and grants stock options to eligible employees. The Committee determines which eligible employees will
receive options, the number of options to be granted, the exercise price, the vesting period and the exercise period. The
vesting period is determined for all options issued on the date of grant. The options issued under the DRL 2007 Plan vest in
periods ranging between one and four years and generally have a maximum contractual term of five years.
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The DRL 2007 Plan provides for option grants in two categories:

Category A: Stock options reserved for grant having an exercise price equal to the fair market value of the underlying equity
shares on the date of grant; and

Category B: Stock options reserved for grant having an exercise price equal to the par value of the underlying equity shares
(i.e., USD 0.12 per option).

Stock option activity under the DRL 2007 Plan for the two categories of options during the years ended March 31, 2021 and
2020 is as follows:

Cateqgory A — Fair Market Value Options

Fiscal Year ended March 31, 2021
Weighted average

. Weighted- L
. Shares arising . ) remaining
Particulars . Exercise price average .
out of options - . contractual life
exercise price
(months)
UsD 36.27/
Outstanding at the beginning of the year 54,900  yUSD 40.05 USD 36.27 74
Granted during the year 27,860  USD 48.56 USD 48.56 90
) ) ) USD 35.12/
Expired/ Forfeited during the year (13,348)  ysp37.91 USD 36.08 -
USD 35.12/
Exercised during the year (15152)  ysp37.91 USD 35.61 -
. USD 35.66-
Outstanding at the end of the year 54,260 USD 50,32 USD 43.69 73
USD 35.66/
Exercisable / vested at the end of the year 6,825 USD 38.49 UsSD 36.29 49

Category A — Fair Market Value Options
A Fiscal Year ended March 31, 2020

Weighted average

. Weighted- .

. Shares arising . . remaining

Particulars : Exercise price average .
out of options - . contractual life
exercise price
(months)
Outstanding at the beginning of the year 43,100 USD 36.27 UsD 36.27 84
Granted during the year 16,800  USD 40.05 USD 40.05 90
Expired/ Forfeited during the year (5,000) USD 36.27 UsD 36.27 -
Exercised during the year - - - -
. USD 36.27/

Outstanding at the end of the year 54,900 USD 40,05 USD 37.43 74
Exercisable / vested at the end of the year 9,525 USD 36.27 UsSD 36.27 54

The weighted average grant date fair value of options granted during the year ended March 31, 2021 was USD 16.56 per
option.

As of 31 March 2021, options outstanding had an aggregate intrinsic value of USD 981,255 and options exercisable had an
aggregate intrinsic value of USD 173,892.
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Fiscal Year ended March 31, 2021

Weighted-
. Weighted- average
. Shares arising . . -
Particulars : Exercise price average remaining
out of options - . .
exercise price contractual life
(months)
Outstanding at the beginning of the year 116,124 uUsD 0.12 uUsD 0.12 74
Granted during the year 38,516 uUsD 0.12 uUsD 0.12 89
Expired/ Forfeited during the year (18,931) uUsD 0.12 uUsD 0.12 -
Exercised during the year (40,261) uUsD 0.12 uUsD 0.12 -
Outstanding at the end of the year 95,448 uUsD 0.12 uUsD 0.12 73
Exercisable / vested at the end of the year 2,614 uUsD 0.12 uUsD 0.12 42
Category B — Par Value Options
Fiscal Year ended March 31, 2020
Weighted-
. Weighted- average
. Shares arising . . L
Particulars . Exercise price average remaining
out of options - . .
exercise price contractual life
(months)
Outstanding at the beginning of the year 87,577 UsD 0.12 uUsD 0.12 74
Granted during the year 68,174 uUsD 0.12 uUsD 0.12 90
Expired/ Forfeited during the year (8,830) uUsD 0.12 uUsD 0.12 -
Exercised during the year (30,797) uUsD 0.12 uUsD 0.12 -
Outstanding at the end of the year 116,124 uUsD 0.12 uUsD 0.12 74
Exercisable / vested at the end of the year 7,011 uUsD 0.12 uUsD 0.12 51

The weighted average grant date fair value of options granted during the years ended March 31, 2021 and March 31, 2020
was USD 48.00 and USD 39.10 per option, respectively. The weighted average share price on the date of exercise of options
during the years ended March 31, 2021 and March 31, 2020 was USD 58.25 and USD 38.94 per share, respectively.

The aggregate intrinsic value of options exercised during the years ended March 31, 2021 and 2020 was USD 2,342,584 and
USD 1,197,042, respectively. As of March 31, 2021, options outstanding had an aggregate intrinsic value of USD 5,889,289
and options exercisable had an aggregate intrinsic value of USD 161,288.

Dr. Reddy’s Employees Stock Option Scheme, 2018 (the “DRL 2018 Plan™):

The Parent Company instituted the DRL 2018 Plan for all eligible employees pursuant to the special resolution approved by
the shareholders at the Annual General Meeting held on July 27, 2018. The DRL 2018 Plan covers all employees and
directors (excluding independent and promoter directors) of the Parent Company and its subsidiaries (collectively, “eligible
employees”). The Nomination, Governance and Compensation Committee of the Board of the Parent Company (the
“Compensation Committee”) administers the DRL 2018 Plan and grants stock options to eligible employees. The
Compensation Committee determines which eligible employees will receive the options, the number of options to be
granted, the exercise price, the vesting period and the exercise period. The vesting period is determined for all options issued
on the date of grant. The options issued under the DRL 2018 Plan vest in periods ranging between the end of one and five
years, and generally have a maximum contractual term of five years.

The DRL 2018 Plan provides for option grants having an exercise price equal to the fair market value of the underlying
equity shares on the date of grant.

Stock option activity under the DRL 2018 Plan during the year ended 31 March 2021 and 2020 are as follows:
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For the year ended March 31, 2021:

The number of options granted and exercised during the year is 5,980 and 950 respectively. The exercise price of the options
is USD 35.12 and USD 37.91 and weighted exercise price of the options is USD 36.30. The options outstanding at the end of
the year are 8,830 with a weighted average remaining contractual life of 76 months. The options excercisable at the end of
the year are 550 with a weighted average remaining contractual life of 54 months.

As of 31 March 2021, options outstanding had an aggregate intrinsic value of USD 139,482 and options exercisable had an
aggregate intrinsic value of USD 14,361.

For the year ended March 31, 2020:

The number of options granted and exercised during the year is 1,600 and NIL respectively. The exercise price and weighted
exercise price of the options is USD 36.27. The options outstanding at the end of the year are 3,800 with a weighted average
remaining contractual life of 75 months. The options excercisable at the end of the year are 550 with a weighted average
remaining contractual life of 54 months.

As of 31 March 2020, options outstanding had an aggregate intrinsic value of USD 12,860 and options exercisable had an
aggregate intrinsic value of USD 1,861.

Valuation of stock options:

The fair value of services received in return for stock options granted to employees is measured by reference to the fair value
of stock options granted. The fair value of stock options granted under the DRL 2002 Plan, the DRL 2007 Plan and DRL
2018 Plan has been measured using the Black—Scholes-Merton model at the date of the grant.

The Black-Scholes-Merton model includes assumptions regarding dividend yields, expected volatility, expected terms and
risk free interest rates. In respect of par value options, the expected term of an option (or “option life) is estimated based on
the vesting term, contractual term, as well as expected exercise behavior of the employees receiving the option. In respect of
Fair Market Value options, the option life is estimated based on the simplified method. Expected volatility of the option is
based on historical volatility, during a period equivalent to the option life, of the observed market prices of the Company’s
publicly traded equity shares. Dividend yield of the options is based on recent dividend activity. Risk-free interest rates are
based on the Indian government securities yield in effect at the time of the grant. These assumptions reflect management’s
best estimates, but these assumptions involve inherent market uncertainties based on market conditions generally outside of
Company’s control. As a result, if other assumptions had been used in the current period, stock-based compensation expense
could have been materially impacted. Further, if management uses different assumptions in future periods, stock based
compensation expense could be materially impacted in future years.

The estimated fair value of stock options is recognized in the parent companies consolidated statement of profit and loss on a
straight-line basis over the requisite service period for each separately vesting portion of the award as if the award was, in-
substance, multiple awards.

The weighted average inputs used in computing the fair value of options granted during the years March 31 2021 and 31
March 31, 2020 were as follows:

Grants made on

Particulars

19-May-20 31-Oct-19 16-May-19 16-May-19
Expected volatility 30.47% 27.10% 28.25% 29.29%
Exercise price INR 5.00 INR 5.00 INR 2814.00 INR 5.00
Option life 2.5 Years 2.5 Years 5.0 Years 2.5 Years
Risk-free interest rate 4.62% 5.72% 7.47% 6.76%
Expected dividends 0.68% 0.72% 0.71% 0.71%
Grant date share price INR 3,700.00 INR 2,783.20 INR 2,801.00 INR 2,801.00

For the years ended March 31, 2020 and 2019 an amount of USD 2,248,856 and USD 2,093,255 respectively, has been
recorded as employee share-based payment expense under all employee stock incentive plans with a corresponding credit to
the Additional paid in capital, disclosed as part of stock holders’ equity, representing capital contribution by Dr. Reddy’s
Laboratories Limited, the Ultimate Parent Company. As of March 31, 2021, there was approximately USD 2,137,835 of total
unrecognized compensation cost related to unvested stock options. This cost is expected to be recognized over a weighted-
average period of 1.91 years.
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26. Financial Instruments
The carrying value and fair value of the financial instruments are as follows:

As of
March 31, 2021 March 31, 2020
Particulars Note . .
Total Carrying Total Fair Value Total Carrying Total Fair Value
Value Value

Assets:
Cash and cash equivalents 6 1,949,187 1,949,187 8,069 8,069
Trade and other receivables 7 253,886,342 253,886,342 306,863,382 306,863,382
Other assets* 9 136,988,829 136,988,829 120,661,070 120,661,070
Total 392,824,358 392,824,358 427,532,521 427,532,521
Liabilities:
Trade and other payables 15 377,547,181 377,547,181 398,585,266 398,585,266
Bank overdraft 6 - - 1,191,582 1,191,582
Short term borrowings 17 - - 10,500,000 10,500,000
Long-term borrowings 17 29,978,729 29,978,729 7,488,096 7,488,096
Other liabilities and provisions# 16 & 18 43,607,880 43,607,880 36,862,600 36,862,600
Total 451,133,790 451,133,790 454,627,544 454,627,544

* Other assets that are not financial assets (such as receivables from prepaid expenses, government grants) of USD 2,808,042 and USD 2,654,021 as of
March 31, 2021 and 2020, respectively, are not included.

# Other liabilities that are not financial liabilities (such as refund liability, advances from customers and certain other accruals) of USD 21,070,349 and
USD 25,928,584 as of March 31, 2021 and 2020, respectively, are not included.

27. Financial risk management

The Company’s activities expose it to a variety of financial risks, including market risk, credit risk and liquidity risk. The Company’s primary risk
management focus is to minimize potential adverse effects of market risk on its financial performance. The Company’s risk management assessment
and policies and processes are established to identify and analyze the risks faced by the Company, to set appropriate risk limits and controls, and to
monitor such risks and compliance with the same. Risk assessment and management policies and processes are reviewed regularly to reflect changes in
market conditions and the Company’s activities. The Board of Directors is responsible for overseeing Company’s risk assessment and management
policies and processes.

a. Credit risk

Credit risk is the risk of financial loss to the Company if a customer or counterparty to a financial instrument fails to meet its contractual obligations,
and arises principally from the Company’s receivables from customers and investment securities. Credit risk is managed through credit approvals,
establishing credit limits and continuously monitoring the creditworthiness of customers to which the Company grants credit terms in the normal course
of business. The Company establishes an allowance for doubtful debts and impairment that represents its estimate of incurred losses in respect of trade
and other receivables and investments. (Refer note 7 for provision for expected credit loss)

Trade and other receivables

The Company’s exposure to credit risk is influenced mainly by the individual characteristics of each customer. The demographics of the customer,
including the default risk of the industry and country, in which the customer operates, also has an influence on credit risk assessment. Credit risk is
managed through credit approvals, establishing credit limits and continuously monitoring the creditworthiness of customers to which the Company
grants credit terms in the normal course of business.

Financial assets that are neither past due nor impaired

None of the Company’s cash equivalents, including time deposits with banks, were past due or impaired as at March 31, 2021. Of the total gross trade
receivables (excluding chargeback and other rebates), USD 550,330,560 and USD 561,184,600 as at March 31, 2021 and 2020 consisted of customer
balances which were neither past due nor impaired.
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The Company’s credit period for customers generally ranges from 20-95 days. The age analysis of the trade receivables has been considered from the
date of the invoice. The aging of trade receivables that are past due, net of allowance for doubtful receivables, is given below:

Period (in days)

As of

March 31, 2021 March 31, 2020

00-90 15,319,233 18,308,135
90-180 1,673,169 4,600,673
More than 180 4,745,387 4,973,111
Total 21,737,789 27,881,919

b. Liquidity risk

Liquidity risk is the risk that the Company will not be able to meet its financial obligations as they become due. The Company manages its liquidity risk
by ensuring, as far as possible, that it will always have sufficient liquidity to meet its liabilities when due, under both normal and stressed conditions,
without incurring unacceptable losses or risk to the Company’s reputation.

As of March 31, 2021 and 2020 the Company had working capital of USD 169,973,896 and USD 128,570,658 respectively. Based on the projected
cash flows and available lines of credit, the Company has sufficient resources to meet the capital expenditure needs and working capital requirements

over the course of the next 12 months.

The table below provides details regarding the contractual maturities of significant financial liabilities as at March 31, 2021:

Particulars 2022 2023 2024 2025 Thereafter Total
Trade and other payables 377,547,181 - - - - 377,547,181
Long-term borrowings 6,793,157 7,176,096 7,601,562 7,453,474 954,440 29,978,729
Other liabilities and provisions 43,607,880 - - - - 43,607,880
Total 427,948,218 7,176,096 7,601,562 7,453,474 954,440 451,133,790
The table below provides details regarding the contractual maturities of significant financial liabilities as at March 31, 2020:

Particulars 2021 2022 2023 2024 Thereafter Total
Trade and other payables 398,585,266 - - - - 398,585,266
Bank overdraft 1,191,582 - - - - 1,191,582
Short term borrowings 10,500,000 - - - - 10,500,000
Long-term borrowings 1,289,357 1,448,552 1,617,369 1,811,454 1,321,364 7,488,096
Other liabilities and provisions 36,862,600 - - - - 36,862,600
Total 448,428,805 1,448,552 1,617,369 1,811,454 1,321,364 454,627,544

c¢. Market risk

Market risk is the risk of loss of future earnings or fair values or future cash flows that may result from a change in the price of a financial instrument.
The value of a financial instrument may change as a result of changes in the interest rates, foreign currency exchange rates and other market changes
that affect market risk-sensitive instruments. Market risk is attributable to all market risk sensitive financial instruments including foreign currency
receivables and payables and short term/or long-term debt. The Company is exposed to market risk primarily related to foreign exchange rate risk,
interest rate risk and the market value of its investments. Thus, the Company’s exposure to market risk is a function of investing and borrowing

activities and revenue generating and operating activities in foreign currencies.

Foreign exchange risk

The Company’s exchange risk arises from its foreign operations, foreign currency revenues and expenses. A significant portion of the Company’s
revenues are in reporting currency, USD. As a result, the Company is not exposed to significant foreign currency risk.
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28. Contingencies

The Company is involved in disputes, lawsuits, claims, inquiries, investigations and proceedings, including patent and commercial matters
that arise from time to time in the ordinary course of business. The more significant matters are discussed below. Most of the claims involve
complex issues. Often, these issues are subject to uncertainties and therefore the probability of a loss, if any, being sustained and an estimate
of the amount of any loss is difficult to ascertain. Consequently, for a majority of these claims, it is not possible to make a reasonable
estimate of the expected financial effect, if any, that will result from ultimate resolution of the proceedings. This is due to a number of
factors, including: the stage of the proceedings (in many cases trial dates have not been set) and the overall length and extent of pre-trial
discovery; the entitlement of the parties to an action to appeal a decision; clarity as to theories of liability; damages and governing law;
uncertainties in timing of litigation; and the possible need for further legal proceedings to establish the appropriate amount of damages, if
any. In these cases, the Company based on internal and external legal advice discloses information with respect to the nature and facts of the
case.

The Company also believes that disclosure of the amount sought by plaintiffs, if that is known, would not be meaningful with respect to
those legal proceedings.

Although there can be no assurance regarding the outcome of any of the legal proceedings or investigations referred to in this Note, the
Company does not expect them to have a materially adverse effect on its financial position, as it believes that the likelihood of loss in excess
of amounts accrued (if any) is not probable. However, if one or more of such proceedings were to result in judgments against the Company,
such judgments could be material to its results of operations in a given period.

Launch of product

On June 14, 2018, the U.S. FDA granted the Company final approval for buprenorphine and naloxone sublingual film, 2 mg/0.5 mg, 4 mg/1
mg, 8 mg/2 mg, and 12 mg/3 mg dosages, a therapeutic equivalent generic version of Suboxone® sublingual film. The U.S. FDA approval
came after the conclusion of litigation in the U.S. District Court for the District of Delaware (the “Delaware District Court™), where the
Delaware District Court held that patents covering Suboxone® sublingual film would not be infringed by the Company’s commercial launch
of its generic sublingual film product. In light of the favorable decision from the Delaware District Court, the Company launched its generic
sublingual film product in the United States immediately following the U.S. FDA approval on June 14, 2018. On July 12, 2019, the U.S.
Court of Appeals for the Federal Circuit (“the Court of Appeals”) affirmed the Delaware District Court’s ruling that the Company’s generic
version of Suboxone® sublingual films did not infringe the two remaining patents at issue in the Delaware District Court’s case (U.S. patent
numbers 8,603,514 and 8,015,150).

After the Delaware District Court’s decision, Indivior filed a second lawsuit against the Company alleging infringement of three additional
U.S. patents (numbers 9,687,454, 9,855,221 and 9,931,305) in the U.S. District Court for the District of New Jersey (the “New Jersey
District Court”), styled Indivior Inc. et al. v. Dr. Reddy’s Laboratories S.A., Civil Action No. 2:17-cv-07111 (D.N.J.). Following the launch,
on June 15, 2018, Indivior filed an emergency application for a temporary restraining order and preliminary injunction against the Company
in the New Jersey District Court. Indivior’s motion alleged that the Company’s generic sublingual film product infringed one of three U.S.
patents (number 9,931,305) at issue in the New Jersey District Court. Pending a hearing and decision on the injunction application, the New
Jersey District Court initially issued a temporary restraining order against the Company with respect to further sales, offer for sales, and
imports of its generic sublingual film product in the United States. Subsequently, on July 14, 2018, the New Jersey District Court granted a
preliminary injunction in favor of Indivior. Under the order, Indivior was required to and did post a bond of USD 72 Million to pay the costs
and damages sustained by the Company if it was found to be wrongfully enjoined. The Company immediately appealed the decision, and the
Court of Appeals agreed to expedite the appeal.

On November 20, 2018, the Court of Appeals issued a decision vacating the preliminary injunction. The Court of Appeals denied Indivior’s
petition for rehearing on February 4, 2019.

Indivior subsequently filed two emergency motions in the Court of Appeals to stay issuance of the mandate and to keep the preliminary
injunction in place, which the Court of Appeals denied. Indivior then petitioned the U.S. Supreme Court to stay issuance of the mandate.

Indivior’s petition was denied by the Chief Justice of the U.S. Supreme Court on February 19, 2019, and the mandate was issued on the
same day. The Company resumed sales of its generic sublingual film product after the mandate was issued.

On February 19, 2019, the New Jersey District Court entered a stipulated order of dismissal of Indivior’s claims under U.S. patent number
9,855,221. On November 5, 2019, the New Jersey District Court issued its claim construction decision construing certain terms in U.S.
patent numbers 9,931,305 and 9,687,454. After such claim construction decision, on January 8, 2020, the New Jersey District Court entered
a stipulated order that the Company’s generic sublingual film product does not infringe the asserted claims in U.S. patent number 9,931,305.
In the stipulated order, Indivior reserved the ability to appeal the New Jersey District Court’s claim construction order. The Company filed a
motion requesting that the New Jersey District Court enter partial final judgment in the Company’s favor relating to the allegations of
infringement of U.S. patent number 9,931,305, which the District Court denied without prejudice on August 24, 2020, pending resolution of
Indivior’s allegations relating to U.S. patent number 9,687,454.

On November 11, 2019, a Magistrate Judge in the District of New Jersey granted the Company leave to file a counterclaim against Indivior
that alleges that Indivior engaged in anticompetitive conduct by making false or misleading statements to the New Jersey District Court
during the preliminary injunction proceedings in violation of federal antitrust laws. Indivior appealed the Magistrate Judge’s ruling to the
District Court Judge and, on August 24, 2020, the District Court Judge denied Indivior’s appeal. The District Court did grant Indivior’s
motion to bifurcate the patent claims and the antitrust claims into two separate trials. Fact discovery closed on January 29, 2021. No trial
date has been set and expert discovery on both the patent and antitrust claims is ongoing. Opening expert reports were submitted on March
24, 2021. Expert discovery is scheduled to close on or around September 1, 2021.
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In addition to the District Court proceeding, on November 13, 2018, the Company filed two petitions for inter-partes review challenging the
validity of certain claims of U.S. patent number 9,687,454 before the Patent Trial and Appeal Board (“PTAB”). On June 13, 2019, the
PTAB agreed to institute inter-partes review on one of the two petitions filed by the Parent Company. The PTAB heard oral argument in the
pending inter-partes review challenge on March 3, 2020.

On June 2, 2020, the PTAB issued a final written decision in the Company’s favor finding that the Company had demonstrated that claims
1-5, 7, and 9-14 of U.S. patent number 9,687,454 were unpatentable. The PTAB upheld the validity of only one of the challenged claims,
claim 8. Additionally, claim 6 was not at issue in the inter-partes review and therefore not subject to the final written decision. Claims 6 and
8 remain asserted against the Company in the New Jersey District Court litigation. Indivior filed a timely notice of appeal of the PTAB’s
Final Written Decision (* FWD?”) for claims 1-5, 7, and 9-14, and the Company cross appealed the PTAB’s FWD on claim 8. In the PTAB
appeal, Indivior submitted its principal appeal brief on December 9, 2020. Indivior did not challenge the Board’s decision on claims 5 and
12 in its appeal brief. The Company submitted its opening and response brief on February 18, 2021 and Indivior submitted its response and
reply brief on March 30, 2021. The Company’s reply brief was submitted on April 20, 2021. The court of appeals has not yet scheduled oral
arguments in the appeal.
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Namenda United States Litigations

In August 2015, Sergeants Benevolent Assoc. Health & Welfare Fund (“Sergeants”) filed suit against the Company in the United States
District Court for the Southern District of New York. Sergeants alleged that certain parties, including the Company, violated federal antitrust
laws as a consequence of having settled patent litigation related to the Alzheimer’s drug Namenda® (memantine) tablets during a period
from about 2009 until 2010. Sergeants seeks to represent a class of “end payor” purchasers of Namenda® tablets (i.e., insurers, other third-
party payors and consumers).

Sergeants seeks damages based upon an allegation made in the complaint that the defendants entered into patent settlements regarding
Namenda® tablets for the purpose of delaying generic competition and facilitating the brand innovator’s attempt to shift sales from the
original immediate release product to the more recently introduced extended release product.

On August 23, 2020, the Company and certain other defendants entered into a settlement agreement. The settlement agreement calls for the
dismissal with prejudice of the claims brought by the plaintiff on behalf of the putative class, in exchange for the payment of USD 400,000.
The Company paid that amount into escrow. The Court preliminarily approved the settlement on October 5, 2020. The settlement agreement
is contingent upon final court approval. The settlement agreement explicitly disclaims any liability or wrongdoing.

Following the settlement agreement, the Company recognized such amount in the income statement for the three months ended September
30, 2020.

On November 5, 2019 plaintiffs MSP Recovery Claims, Series LLC and MSPA Claims 1, LLC filed suit against the Company and other
drug manufacturers in the United States District Court for the Southern District of New York. The claims in this complaint were similar in
nature to the claims in the Sergeants lawsuit, and those cases were coordinated for discovery purposes. On April 14, 2020, with the consent
of the Company and the other defendants, plaintiffs MSP Recovery Claims, Series LLC and MSPA Claims 1, LLC voluntarily dismissed
their claims without prejudice.

Other class action complaints containing similar allegations to the Sergeants complaint have also been filed in the U.S. District Court for the
Southern District of New York. However, apart from the Sergeants case described above, there are no such class actions that are pending
and that name the Company as a defendant.

In addition, the State of New York filed an antitrust case in the U.S. District Court for the Southern District of New York. The case brought
by the State of New York contained some (but not all) of the allegations set forth in the class action complaints, but the Company was not
named as a party. The case brought by the State of New York was dismissed by stipulation on November 30, 2015.

The Ultimate Parent Company believes that the likelihood of any liability that may arise on account of alleged violation of federal antitrust
laws is not probable. Accordingly, no provision has been made in these financial statements.

Ranitidine Recall and Litigation

On October 1, 2019, the Company initiated a voluntary nationwide retail (at the retail level for over-the-counter products and at the
consumer level for prescription products) of its ranitidine medications sold in the United States due to the presence of N-
Nitrosodimethylamine (“NDMA”) above levels established by the U.S. FDA. On November 1, 2019, the U.S. FDA issued a statement
indicating that it had found levels of NDMA in ranitidine from its testing generally that were “similar to the levels you would expect to be
exposed to if you ate common foods like grilled or smoked meats.” See https://www.fda.gov/news-events/press-announcements/statement-
new-testing-results-including-low-levels-impurities-ranitidine-drugs. On April 1, 2020, the U.S. FDA issued a press release announcing that
it was requesting manufacturers to withdraw all prescription and over-the-counter ranitidine drugs from the market immediately.

Individual federal court personal injury lawsuits, as well as various class actions, have been transferred to the In re Zantac (Ranitidine)
Products Liability Litigation Multidistrict Litigation in the Southern District of Florida, MDL-2924 (“MDL-2924"). The Ultimate Parent
Company and the Company have been named as a defendant in over 250 lawsuits pending in the MDL-2924. A census registry established
in the MDL-2924 includes tens of thousands of claimants who have not filed complaints but are presenting claims for consideration in the
MDL-2924 against the many pharmaceutical manufacturers, distributors and retailers which are defendants in the MDL-2924. The MDL-
2924 also involves a proposed nationwide consumer class action and a proposed nationwide class action for medical monitoring. A third-
party payor class action was dismissed without prejudice and has been appealed by plaintiffs to the U.S. Court of Appeals for the Eleventh
Circuit.

On December 31, 2020, the MDL-2924 Court ruled on multiple motions to dismiss in the MDL-2924 and granted the generic
manufacturers’ (the Company is a generic manufacturer) motion to dismiss based on federal preemption. The plaintiffs’ failure-to-warn and
design defect claims against the Company were dismissed with prejudice, but the Court permitted plaintiffs to attempt to replead several
claims/theories. Plaintiffs have filed their amended complaints and the defendants, including the Company, filed motions to dismiss seeking
dismissal of all claims against them on March 24, 2021. The briefings and arguments as to the latest round of motions to dismiss were
completed and the parties continue to engage in discovery consistent with orders from the MDL-2924 Court.

There are three ranitidine-related actions currently pending against the Company in state courts. The New Mexico State Attorney General
filed suit against the Company and multiple other manufacturers and retailers. The State of New Mexico asserted claims of statutory and
common law public nuisance and negligence claims against the Company. The Company joined in an effort to transfer the case from the
Santa Fe County Court to the MDL-2924, but the case was remanded by the MDL-2924 Court to the Santa Fe County Court. Plaintiff filed
an amended complaint on April 16, 2021, and a briefing schedule has been entered pursuant to which the defendants will move to dismiss
the case.

In November 2020, the City of Baltimore filed a similar action against the Company and multiple other manufacturers and retailers. The
City of Baltimore asserts public nuisance and negligence claims against the Company. The City of Baltimore action also was transferred to
the MDL-2924 and subsequently was remanded to the Circuit Court of Maryland by the MDL-2924 Court. The City of Baltimore intends to
file an amended complaint and the defendants will then move to dismiss the case.
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In January 2021, the Company was served in a Proposition 65 case filed by the Center for Environmental Health in the Superior Court of
Alameda County, California. The plaintiff purports to bring the case on behalf of the people of California and alleges that the Company
violated Proposition 65, a California law requiring manufacturers to disclose the presence of carcinogens in consumer products. The
Company and other defendants have filed demurrers (motions to dismiss) in the case, and on May 7, 2021 the Court granted all such
demurrers without leave to amend the pleadings. The People of California have the right to appeal this decision.

The Ultimate Parent Company believes that all of the aforesaid complaints and asserted claims are without merit and it denies any
wrongdoing and intends to vigorously defend itself against the allegations. Any liability that may arise on account of these claims is
unascertainable at this time. Accordingly, no provision was made in these financial statements of the Company.

Class Action and Other Civil Litigation on Pricing/Reimbursement Matters

On December 30, 2015 and on February 4, 2016, respectively, a class action complaint (the “First Pricing Complaint”) and another
complaint (not a class action) (the “Second Pricing Complaint”) were filed against the Company and eighteen other pharmaceutical
defendants in State Court in the Commonwealth of Pennsylvania. In these actions, the class action plaintiffs allege that the Company and
other defendants, individually or in some cases in concert with one another, have engaged in pricing and price reporting practices in
violation of various Pennsylvania state laws. More specifically, the plaintiffs allege that: (1) the Company provided false and misleading
pricing information to third party drug compendia companies for the Company’s generic drugs, and such information was relied upon by
private third party payers that reimbursed for drugs sold by the Company in the United States, and (2) the Company acted in concert with
certain other defendants to unfairly raise the prices of generic divalproex sodium ER (bottle of 80, 500 mg tablets ER 24H) and generic
pravastatin sodium (bottle of 500, 10 mg tablets).

The First Pricing Complaint was removed to the U.S. District Court for the Eastern District of Pennsylvania (the “E.D.P.A. Federal Court™)
and, pending the outcome of the First Pricing Complaint, the Second Pricing Complaint was stayed. On September 25, 2017, the E.D.P.A.
Federal Court dismissed all the claims of the plaintiffs in the First Pricing Complaint and denied leave to amend such complaint as futile.
Subsequent to this decision, the plaintiffs’ right to appeal the dismissal of the First Pricing Complaint expired.

Further, on November 17, 2016, certain class action complaints were filed against the Company and a number of other pharmaceutical
companies as defendants in the E.D.P.A. Federal Court. Subsequently, these complaints were consolidated into one amended complaint as
part of a multi-district, multi product litigation pending with the E.D.P.A. Federal Court. These complaints allege that the Company and the
other named defendants have engaged in a conspiracy to fix prices and to allocate bids and customers in the sale of pravastatin sodium
tablets and divalproex sodium extended-release tablets in the United States.

In March 2017, plaintiffs agreed by stipulation to dismiss Dr. Reddy’s Laboratories Limited and the Company from the actions related to
pravastatin sodium tablets without prejudice. The Ultimate Parent Company denies any wrongdoing and intends to vigorously defend
against these allegations.

In response to the consolidated new complaint, the Company filed a motion to dismiss in October 2017. The plaintiffs filed opposition to the
motion to dismiss in December 2017 and a reply was filed by the Company in January 2018. In October 2018, the Court denied the motion
to dismiss on the grounds that the allegations pled leave open the possibility of conspiracy. Therefore, discovery will proceed to look into
this possibility.

The Ultimate Parent Company believes that the asserted claims are without merit and intends to vigorously defend itself against the
allegations. Also any liability that may arise on account of these claims is unascertainable. Accordingly, no provision was made in the
financial statements of the Company.

United States Antitrust Multi-District Litigation:

The following cases against the Company have been filed and are pending and consolidated in In re Generic Pharmaceutical Pricing
Antitrust Litigation, MDL 2724, 14-MD-2724 (Eastern District of Pennsylvania), Multi District Litigation (“MDL”) in the Eastern District
of Pennsylvania (“MDL-2724"):

a) U.S. States Attorneys General Antitrust Complaints

On October 30, 2017, the Attorneys General of forty-nine U.S. States, the Commonwealth of Puerto Rico and the District of Columbia, filed
an Amended Complaint in the United States District Court for the Eastern District of Pennsylvania, against eighteen generic pharmaceutical
companies (including the Company) with respect to fifteen generic drugs, alleging that the Company and the other named defendants
engaged in a conspiracy to fix prices and to allocate bids and customers in the United States in the sale of the fifteen named drugs. The
Company is specifically named as a defendant with respect to two generic drugs (meprobamate and zoledronic acid), and is named as an
alleged co-conspirator on an alleged “overarching conspiracy” with respect to the other thirteen generic drugs named. The Amended
Complaint alleges violations of Section 1 of the Sherman Act, 15 U.S.C. §1, and the consumer protection and antitrust laws of each of the
jurisdictions that are plaintiffs.
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The Amended Complaint seeks injunctive relief, statutory penalties, punitive damages, and recovery of treble damages, plus attorney’s fees
and costs, against all named defendants on a joint and several basis, on behalf of the plaintiff jurisdictions and their citizens and inhabitants.
The Company denies any wrongdoing and intends to vigorously defend against the claims asserted.

On May 10, 2019, the Attorneys General of forty-nine U.S. States, the Commonwealth of Puerto Rico and the District of Columbia, filed a
Complaint in the United States District Court for the District of Connecticut against twenty-one generic pharmaceutical companies
(including the Company) and fifteen individual defendants, with respect to 116 generic drugs, alleging that the Company and the other
named defendants engaged in a conspiracy to fix prices and to allocate bids and customers in the United States in the sale of the 116 named
drugs. Under the MDL rules, this action will be designated a related “tag along” action and will be transferred to and become a part of the
MDL-2724. The Company is specifically named as a defendant with respect to five generic drugs (ciprofloxacin HCL tablets, glimepiride
tablets, oxaprozin tablets, paricalcitol and tizanidine), and is named as an alleged co-conspirator on an alleged “overarching conspiracy” with
respect to the other thirteen generic drugs named. The Complaint alleges violations of Section 1 of the Sherman Act, 15 U.S.C. 81, and the
consumer protection and antitrust laws of each of the jurisdictions that are plaintiffs. The Complaint seeks injunctive relief, statutory
penalties, punitive damages, and recovery of treble damages, plus attorney’s fees and costs, against all named defendants on a joint and
several basis, on behalf of the plaintiff jurisdictions and their citizens and inhabitants. The Company denies any wrongdoing and intends to
vigorously defend against the claims asserted.

b) Divalproex Antitrust Class Action Cases Filed by Direct Payor Plaintiffs (“DPP”), End Payor Plaintiffs (“EPP”) and Indirect Reseller
Plaintiffs (“IRP”) Classes:

Since November 17, 2016, certain class action complaints on behalf of Direct Purchaser Plaintiffs, Indirect Reseller Plaintiffs and End
Payor Plaintiffs classes were filed against the Company, Dr. Reddy’s Laboratories, Inc., and a number of other pharmaceutical defendants in
the United States District Court for the District of Pennsylvania alleging that the Company and the other named defendants have engaged in
a conspiracy to fix prices and to allocate bids and customers in the sale of divalproex ER tablets in the United States.

The actions allege violations of Section 1 of the Sherman Act, 15 U.S.C. 81, and of state consumer protection and antitrust laws, and asserts
claims of unjust enrichment, under a total of thirty-one States and the District of Columbia. The actions seek injunctive relief and recovery
of treble damages, punitive damages, plus attorney’s fees and costs, on a joint and several basis, on behalf of the plaintiff classes. The
Company denies any wrongdoing and intends to vigorously defend against these class action claims.

c) Pravastatin Antitrust Class Action Cases Filed by Direct Payor Plaintiffs (“DPP”), End Payor Plaintiffs (“EPP”) and Indirect Reseller
Plaintiffs (“IRP”) Classes:

Since November 17, 2016, certain class action complaints on behalf of Direct Purchaser Plaintiffs, Indirect Reseller Plaintiffs and End
Payor Plaintiffs classes were filed against the Company and a number of other pharmaceutical defendants in the United States District Court
for the District of Pennsylvania, alleging that the Company and the other named defendants engaged in a conspiracy to fix prices and to
allocate bids and customers in the sale of pravastatin sodium tablets in the United States. The Company has been dismissed from these
actions, without prejudice, in exchange for a tolling agreement with the plaintiffs suspending the statute of limitations as to the claims
asserted. The Company denies any wrongdoing and intends to vigorously defend against these claims.

d) Antitrust “Overarching Conspiracy” Cases Filed by Direct Payor Plaintiffs (“DPP”), End Payor Plaintiffs (“EPP”) and Indirect Reseller
Plaintiffs (“IRP”) Classes:

In June 2018, three class action complaints were filed in the MDL-2724 by Direct Purchaser Plaintiffs, Indirect Resellers Plaintiffs and End
Payor Plaintiffs classes. All three complaints allege conspiracies in restraint of trade in violation of Sections 1 of the Sherman Act, and
violations of thirty-one State antitrust statutes and consumer protection statutes, and asserts claims of unjust enrichment seeking injunctive
relief, recovery of treble damages, punitive damages, attorney's fees and costs against all named defendants on a joint and several basis. They
allege an “overarching conspiracy” among the named defendants involving fifteen drugs and, with slight variations, name approximately
twenty-five generic pharmaceutical manufacturers including the Company.

The drug-specific allegations against the Company involve two of the fifteen drugs, meprobamate and zoledronic acid. Plaintiffs also allege
that the Company (as well as all other manufacturers named) were part of a larger “overarching conspiracy” as to all of the drugs named in
the complaints. The complaint alleges violations of Section 1 of the Sherman Act, 15 U.S.C. 81, and violations of thirty-one States’ antitrust
statutes and consumer protection statutes, and asserts claims of unjust enrichment. The complaint seeks injunctive relief, recovery of treble
damages, punitive damages, attorney's fees and costs against all named defendants on a joint and several basis. The Company denies any
wrongdoing and intends to vigorously defend against these claims.

e) Antitrust Case Filed by The Kroger Co., Albertsons Companies, LLC, and H.E. Butt Grocery Company, L.P.:

On January 22, 2018, each of the Kroger Co., Albertsons Companies, LLC, and H.E. Butt Grocery Company, L.P., filed a complaint against
the Company and thirty-one other companies alleging that they had engaged in a conspiracy to fix prices and to allocate bids and customers
in the United States in the sale of the thirty named generic drugs. The Company is specifically named as a defendant with respect to three
generic drugs (divalproex ER, meprobamate and zoledronic acid), and is named as an alleged co-conspirator on an alleged “overarching
conspiracy” claim with respect to the other generic drugs named.

This action alleges violations of Section 1 of the Sherman Act, 15 U.S.C. 81, and seeks injunctive relief and recovery of treble damages,
punitive damages, plus attorney’s fees and costs, against all named defendants on a joint and several basis. The Company denies any
wrongdoing and intends to vigorously defend against these class action claims.
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f) Antitrust Case Filed by Humana Inc.:

On August 3, 2018, Humana, Inc., filed a complaint against the Company and thirty-nine other companies alleging that they had engaged in
a conspiracy to fix prices and to allocate bids and customers in the United States in the sale of twenty-nine named generic drugs. On
December 15, 2020, Humana, Inc., filed an Amended Complaint encompassing fifty-one defendants and a total of one hundred forty nine
drugs. In the Amended Complaint, the Company is specifically named as a defendant with respect to eighteen generic drugs: allopurinol,
ciprofloxacin ER, eszopiclone, fluconazole, glimepiride, isotretinoin, lamotrigine ER, meprobamate, metroprolol succinate ER, montelukast,
omeprazole sodium bicarbonate, oxaprozin, paricalcitol, ranitidine, sumatriptan, tizanidine, valganciclovir, and zoledronic acid. The
Company is also named as a co-conspirator on an alleged “overarching conspiracy” claim with respect to the other generic drugs named. The
complaint also alleges violations of Section 1 of the Sherman Act, 15 U.S.C. §1, and violations of thirty-one States’ antitrust statutes and
consumer protection statutes, and asserts claims of unjust enrichment. The complaint seeks injunctive relief, recovery of treble damages,
punitive damages, attorney's fees and costs against all named defendants on a joint and several basis. The Company denies any wrongdoing
and intends to vigorously defend against these claims.

) Antitrust Case Filed by Marion Diagnostic Center, LLC, and Marion Healthcare, LLC:

On September 25, 2018, Marion Diagnostic Center, LLC, and Marion Healthcare, LLC, filed a complaint in the MDL-2724, on behalf of
themselves and a class of all direct purchasers from distributors, against the Company and twenty-two other defendants, including a major
distributor of pharmaceutical products, involving a total of sixteen generic drugs, alleging an “overarching conspiracy” to fix prices and to
rig bids and allocate customers with respect to sixteen generic drugs. The Company is specifically named with respect to two drugs:
meprobamate and zoledronic acid. Plaintiffs also allege that the Company (as well as all other manufacturers named) were part of a larger
“overarching conspiracy” as to all of the drugs named in the complaints. The complaint alleges violations of Section 1 of the Sherman Act,
15 U.S.C. 81, and violations of twenty-four States’ antitrust statutes and consumer protection statutes, and asserts claims of unjust
enrichment. The complaint seeks injunctive relief, recovery of treble damages, punitive damages, attorney's fees and costs against all named
defendants on a joint and several basis. The Company denies any wrongdoing and intends to vigorously defend against these claims.

h) Antitrust Case Filed by United Healthcare Services, Inc.:

On January 16, 2019, United Healthcare Services, Inc., filed a complaint against the Company and forty-two other defendants, involving a
total of thirty generic drugs, alleging an “overarching conspiracy” to fix prices and to rig bids and allocate customers with respect to the
thirty drugs. The Company is specifically named with respect to four drugs: divalproex ER, meprobamate, pravastatin and zoledronic acid.
Plaintiffs also allege that the Company (as well as all other manufacturers named) were part of a larger “overarching conspiracy” as to all of
the drugs named in the complaints. The complaint alleges violations of Section 1 of the Sherman Act, 15 U.S.C. §1, and violations of the
thirty States’ antitrust laws and consumer protection statutes, and asserts claims of unjust enrichment. The complaint seeks injunctive relief,
recovery of treble damages, punitive damages, and attorney's fees and cost against all defendants on a joint and several basis. The Company
denies any wrongdoing and intends to vigorously defend against these claims.

i) Pennsylvania Court of Common Pleas Praecipe For a Writ of Summons Filed by 87 End Payor Entities consisting of Blue Cross Blue
Shield entities and other health insurance companies and HMO entities:

On July 19, 2019, a Praecipe For a Writ of Summons for a tort action was filed in the Pennsylvania Court of Common Pleas of Philadelphia
County, First Judicial District of Pennsylvania, Civil Trial Division, by 87 Blue Cross Blue Shield entities, and other health insurance
companies and HMO entities, against the Company and 69 other defendants (consisting of 51 other pharmaceutical companies and 17
individuals). These 87 plaintiffs had been previously encompassed by the End Payor Plaintiff class actions in the MDL-2724. Only a
Praecipe of Writ of Summons has been filed. No complaint has been filed and, therefore, the potential claims have not been asserted or
delineated in any manner, including what drugs any such claims may relate to. A complaint may, at some point, be filed encompassing the
claims asserted by the End Payor Plaintiffs in the MDL-2724 actions. On December 12, 2019, an Order of the Court of Common Pleas
placed the matter “in Deferred Status Pending Further Developments in Related Federal Multidistrict Litigation.” Because no Complaint has
been filed setting forth any claims, and because the action has been placed into Deferred Status, no response is required by the Company at
this time.

J) Antitrust Case Filed by United Healthcare Services, Inc.:

On October 11, 2019, United Healthcare Services, Inc. filed a second complaint (which substantially tracks the second complaint filed by
the State Attorneys General on May 10, 2019) against the Company and twenty-four other defendants in the United States District Court for
the District of Minnesota with respect to 116 generic drugs, alleging that the Company and the other named defendants engaged in a
conspiracy to fix prices and to allocate bids and customers in the United States in the sale of the 116 named drugs. Under the MDL rules,
this action will be designated a related “tag along” action and will be transferred to and become a part of the MDL-2724. The Company is
specifically named as a defendant with respect to five generic drugs (ciprofloxacin HCL tablets, glimepiride tablets, oxaprozin tablets,
paricalcitol and tizanidine), and is named as an alleged co-conspirator on an alleged “overarching conspiracy” with respect to the other
generic drugs named. The complaint alleges violations of Section 1 of the Sherman Act, 15 U.S.C. §1, and violations of the Minnesota
antitrust laws and various other state antitrust and consumer protection laws, and asserts claims for unjust enrichment.

The complaint seeks injunctive relief, statutory penalties, punitive damages, and recovery of treble damages, plus attorney’s fees and costs,
against all named defendants on a joint and several basis. The Company denies any wrongdoing and intends to vigorously defend against
these claims.
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K) Antitrust “Overarching Conspiracy” Cases Filed by Direct Payor Plaintiffs (“DPP”), End Payor Plaintiffs (“EPP™) and Indirect Reseller
Plaintiffs (“IRP”) Classes:

On December 19, 2019, a new class action Complaint was filed by the End Payor Plaintiffs. The Complaint alleges a conspiracy in restraint
or trade in violation of Section 1 of the Sherman Act, 15 U.S.C. §1, and violations of twenty-eight States’ antitrust statutes and twenty-nine
States’ consumer protection statutes, and asserts claims of unjust enrichment. The Compliant, seek injunctive relief, recovery of treble
damages, punitive damages, attorney’s fees and costs. The Complaint alleges an “overarching conspiracy” among the named defendants
involving one hundred and thirty-five drugs and, with slight variations, names approximately thirty-six generic pharmaceutical
manufacturers, including the Company.

The drug-specific allegations against the Company involve eight of the one hundred thirty-five drugs, including Allopurinol, Ciprofloxacin
HCL, Fluconazone, Glimepiride, Oxaprozine, Paricalcitol, Ranitiding HCL and Tizanidine. The Company denies any wrongdoing and
intends to vigorously defend against these claims.

On December 19, 2019, a new class action Complaint was filed by certain pharmacy and hospital indirect purchaser plaintiffs. The
Complaint alleges a conspiracy in restraint or trade in violation of Sections 1 and 3 of the Sherman Act, 15 U.S.C. 81 and §3, and violations
of forty-three States’ antitrust statutes and consumer protection statutes and asserts claims of unjust enrichment. The Complaint seeks,
injunctive relief, recovery of treble damages, punitive damages, attorney’s fees and costs. The Complaint alleges an “overarching
conspiracy” among the named defendants involving one hundred and sixty-two drugs and, with slight variations, names approximately
twenty-eight generic pharmaceutical manufacturers, including the Company, as well as seven pharmaceutical distributor defendants and
sixteen individual defendants.

The drug-specific allegations against the Company involve nineteen of the one hundred sixty-two drugs, including Allopurinol,
Capecitabine, Ciprofloxacin HCL, Divalproex ER, Eszopiclone, Fenofibrate, Glimepiride, Isotrotinoin, Lamotrigine ER, Meprobamate,
Metoprolol ER, Montelukast Granules, Omeprazole Sodium Bicarbonate, Oxaprozine, Paricalcitol, Sumatriptan, Tizanidine HCL,
Valganciclovir and Zoledronic Acid. The Company denies any wrongdoing and intends to vigorously defend against these claims.

1) Antitrust Case Filed by Fourteen New York State Counties

On December 19, 2019, a new class action complaint was filed by certain pharmacy and hospital indirect purchaser plaintiffs. The
complaint alleges a conspiracy in restraint of trade in violation of Sections 1 and 3 of the Sherman Act, 15 U.S.C. 81 and §3, and violations
of forty-three States’ antitrust statutes and consumer protection statutes, and asserts claims of unjust enrichment. The complaint seeks
injunctive relief, recovery of treble damages, punitive damages, attorney’s fees and costs against all named defendants on a joint and several
basis. The complaint alleges an “overarching conspiracy” among the named defendants involving one hundred and sixty-two drugs and,
with slight variations, names approximately twenty-eight generic pharmaceutical manufacturers, including the Company as well as seven
pharmaceutical distributor defendants and sixteen individual defendants. The drug-specific allegations against the Company involve
nineteen drugs: allopurinol, capecitabine, ciprofloxacin HCL, divalproex ER, eszopiclone, fenofibrate, glimepiride, isotretinoin, lamotrigine
ER, meprobamate, metoprolol ER, montelukast granules, omeprazole sodium bicarbonate, oxaprozine, paricalcitol, sumatriptan, tizanidine
HCL, valganciclovir and zoledronic acid. The Company denies any wrongdoing and intends to vigorously defend against these claims.

m) Antitrust Case Filed by Health Care Services, Inc.

On December 11, 2019, Health Care Services, Inc. filed a complaint against the Company and thirty-eight other defendants, involving a total
of one hundred twenty-eight generic drugs, alleging an “overarching conspiracy” to fix prices and to rig bids and allocate customers with
respect to these drugs. On December 15, 2020, Health Care Services filed an Amended Complaint naming a total of one hundred seventy
drugs. In the Amended Complaint, the Company is specifically named with respect to nineteen drugs: allopurinol, ciprofloxacin HCL,
divalproex ER, eszopiclone, fluconazole, glimepiride, isotretinoin, lamotrigine ER, meprobamate, metroprolol succinate ER, montelukast,
omeprazole sodium bicarbonate, oxaprozine, paricalcitol, ranitidine, sumatriptan, tizanidine, valganciclovir and zoledronic acid. Plaintiffs
allege that the Company (as well as all other manufacturers named) were part of a larger “overarching conspiracy” as to all of the drugs
named in the complaint. The complaint also alleges violations of Sections 1 and 2 of the Sherman Act, 15 U.S.C. 81 and 82, and violations
of thirty-one States’ antitrust laws and twenty-seven States’ consumer protection statutes, and asserts claims of unjust enrichment. The
complaint seeks injunctive relief, recovery of treble damages, punitive damages, and attorney’s fees and costs against all defendants on a
joint and several basis. The Company denies any wrongdoing and intends to vigorously defend against these claims.

n) Antitrust Case Filed by MSP Recovery Claims, Series LLC, MAO-MSO Recovery Il, LLC, and MSPA Claims I, LLC (collectively
“MSP Recovery”), as Assignees of certain Medicare Advantage Plans:

On December 16, 2019, MSP Recovery filed a complaint against the Company and twenty-five other defendants, involving a total of sixteen
generic drugs, alleging an “overarching conspiracy” to fix prices and to rig bids and allocate customers with respect to the sixteen drugs. The
Company is specifically named with respect to one drug: Divalproex ER. Plaintiffs also allege that the Company (as well as all other
manufacturers named) were part of a larger “overarching conspiracy” as to all of the drugs named in the complaint.

The complaint alleges violations of Sections 1 and 3 of the Sherman Act, 15 U.S.C. §1 and 83, and violations of twenty-eight States’
antitrust laws and twenty-three States’ consumer protection statutes, and asserts claims of unjust enrichment. The complaint seeks injunctive
relief, recovery of treble damages, punitive damages, and attorney’s fees and costs against all defendants on a joint and several basis. The
Company denies any wrongdoing and intends to vigorously defend against these claims.
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0) Antitrust Case Filed by Molina Healthcare Inc.:

On December 27, 2019, Molina Healthcare Inc. filed a complaint against the Company and forty-one other defendants, involving a total of
one hundred twenty-eight generic drugs, alleging an “overarching conspiracy” to fix prices and to rig bids and allocate customers with
respect to these drugs. On December 15, 2020, Molina Healthcare filed an Amended Complaint against a total of fifty-eight defendants
involving one hundred eighty four drugs. In the Amended Complaint, the Company is specifically named with respect to nineteen drugs:
allopurinol, ciprofloxacin, divalproex ER, eszopiclone, fluconazole, glimepiride, isotretinoin, lamotrigine ER, meprobamate, metroprolol
succinate ER, montelukast, omeprazole sodium bicarbonate, oxaprozine, paricalcitol, ranitidine, sumatriptan, tizanidine, valganciclovir and
zoledronic acid. Plaintiffs allege that the Company (as well as all other manufacturers named) were part of a larger “overarching conspiracy”
as to all of the drugs named in the complaint. The complaint also alleges violations of Sections 1 and 2 of the Sherman Act, 15 U.S.C. §1
and 82, and violations of eleven States’ antitrust laws and consumer protection statutes, and asserts claims of unjust enrichment. The
complaint seeks injunctive relief, recovery of treble damages, punitive damages, and attorney’s fees and costs against all defendants on a
joint and several basis. The Company denies any wrongdoing and intends to vigorously defend against these claims.

p)Antitrust Case Filed by Harris Countv, Texas:

On March 1, 2020, Harris County, Texas filed a Complaint against the Company and forty-two other defendants, involving a total of one
hundred twenty-eight generic drugs, alleging an "overarching conspiracy" to fix prices and to rig bids and allocate customers with respect to
the one hundred eighty-seven drugs. The case is in the process of being transferred to the MDL-2724 proceeding. The Company is
specifically named with respect to twenty drugs: allopurinol, amoxicillin, ciprofloxacin HCL, divalproex ER, famotidine, fenofibrate,
fluconazole, fluoxetine, glimepiride, glycopyrrolate, levalbuterol meprobamate, naproxen, ondansetron, oxaprozine, pravastatin sodium,
raloxifene HCL, ranitidine, tizanidine and zoledronic acid. Plaintiffs also allege that the Company (as well as all other manufacturers named)
were part of a larger "overarching conspiracy" as to all the drugs named in the complaints.

The Complaint alleges violations of Sections 1 of the Sherman Act, 15 U.S.C. §1, violations of twenty-eight State's antitrust laws, violations
of the Texas Deceptive Trade Practices Act and Texas Free Enterprise and Antitrust Act and asserts claims of unjust enrichment and civil
conspiracy. The Complaint seeks injunctive relief, recovery of treble damages, punitive damages, disgorgement, and attorney's fees and costs
against all defendants on a joint and several basis. The Company denies any wrongdoing and intends to vigorously defend against these
claims.

q) Pennsylvania Court of Common Pleas Praecipe For a Writ of Summons Filed by 7 End Payor Entities consisting of Blue Cross Blue
Shield entities and other health insurance companies:

On May 6, 2020, a Praecipe For a Writ of Summons for a tort action was filed in the Pennsylvania Court of Common Pleas of Philadelphia
County, First Judicial District of Pennsylvania, Civil Trial Division, by 7 Blue Cross Blue Shield entities and other health insurance
companies, against the Company and 69 other defendants (consisting of 51 other pharmaceutical companies and 17 individuals). These 7
plaintiffs had been previously encompassed by the End Payor Plaintiff class actions in the MDL-2724. Only a Praecipe of Writ of Summons
has been filed. No complaint has been filed and, therefore, the potential claims have not been asserted or delineated in any manner,
including what drugs any such claims may relate to. A complaint may, at some point, be filed encompassing the claims asserted by the End
Payor Plaintiff class actions in the MDL-2724 actions. It is anticipated that this action will be placed in Deferred Status Pending Further
Developments in the related MDL-2724 case. Because no Complaint has been filed setting forth any claims, and because it is expected that
the action will be placed into Deferred Status, no response is required by the Company at this time.

r) Antitrust Case Filed by Cigna Corp.:

On June 9, 2020, Cigna Corp. filed a complaint against the Company and forty-one other defendants, involving a total of one hundred forty
generic drugs, alleging an “overarching conspiracy” to fix prices and to rig bids and allocate customers with respect to these drugs. On
December 15, 2020, Cigna Corp. filed an Amended Complaint against a total of forty-two defendants encompassing a total of two hundred
and thirty-nine drugs. In the Amended Complaint, the Company is specifically named with respect to twelve drugs: allopurinol,
ciprofloxacin HCL, divalproex ER, fluconazole, glimepiride, meprobamate, oxaprozine, paricalcitol, pravastatin, ranitidine, tizanidine and
zoledronic acid. Plaintiffs allege that the Company (as well as all other manufacturers named) were part of a larger “overarching conspiracy”
as to all of the drugs named in the complaint. The complaint also alleges violations of Sections 1 and 2 of the Sherman Act, 15 U.S.C. §1
and 82, and violations of thirty-one States’ antitrust laws and twenty-nine States’ consumer protection statutes, and asserts claims of unjust
enrichment. The complaint seeks injunctive relief, recovery of treble damages, punitive damages, and attorney’s fees and costs against all
defendants on a joint and several basis. The Company denies any wrongdoing and intends to vigorously defend against these claims.

s) Antitrust Case Filed by Rite Aid Corporation and Rite Aid Hdqtrs. Corp.:

On July 9, 2020, Rite Aid Corporation and Rite Aid Hdqtrs Corp. filed a complaint on their own behalf, and as assignee of McKesson
Corporation with regard to drugs sold by McKesson to Rite Aid, against the Company and forty-six other defendants, involving a total of
one hundred thirty-five generic drugs, alleging an “overarching conspiracy” to fix prices and to rig bids and allocate customers with respect
to these drugs. On December 15, 2020, Rite Aid filed an Amended Complaint against a total of fifty-five defendants involving a total of one
hundred eighty eight drugs. In the Amended Complaint, the Company is specifically named with respect to eleven drugs: allopurinol,
ciprofloxacin ER, divalproex ER, fluconazole, glimepiride, meprobamate, oxaprozine, paricalcitol, ranitidine, tizanidine and zoledronic acid.
Plaintiff alleges that the Company was part of a larger “overarching conspiracy” with all other manufacturers named as to all of the drugs

named in the complaint; and, alternatively, was part of an overarching conspiracy with eighteen of the defendants named with regard to forty-

five of the drugs named. The complaint also alleges violations of Section 1 of the Sherman Act, 15 U.S.C. §1. The complaint seeks
injunctive relief, recovery of treble damages, and attorney’s fees and costs against all defendants on a joint and several basis. The Company
denies any wrongdoing and intends to vigorously defend against these claims.
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t) Antitrust Complaint Filed by Suffolk County, New York:

On August 27, 2020, Suffolk County, New York, filed a complaint against the Company and forty-six other defendants, involving a total of
one hundred thirty generic drugs, alleging an “overarching conspiracy” to fix prices and to rig bids and allocate customers with respect to
these drugs. The Company is specifically named with respect to twelve drugs: ciprofloxacin ER, divalproex ER, fenofibrate, fluconazole,
glimepiride, glyburide, metformin, oxaprozin, pravastatin, ranitidine, tizanidine and zoledronic acid. Plaintiffs allege that the Company was
part of a larger “overarching conspiracy” with all other manufacturers named as to all of the drugs named in the complaint. The complaint
also alleges violations of Section 1 of the Sherman Act, 15 U.S.C. §1. The complaint seeks injunctive relief, recovery of treble damages, and
attorney’s fees and costs against all defendants on a joint and several basis. The Company denies any wrongdoing and intends to vigorously
defend against these claims.

u) Antitrust Complaint Filed by J M Smith:

On September 4, 2020, J M Smith Corporation, as assignee of Burlington Drug Company, filed a complaint against the Company and fifty
other defendants, involving a total of one hundred thirty generic drugs, alleging an “overarching conspiracy” to fix prices and to rig bids and
allocate customers with respect to these drugs. The Company is specifically named with respect to eleven drugs: allopurinol, ciprofloxacin
ER, divalproex ER, fluconazole, glimepiride, meprobamate, oxaprozin, paricalcitol ranitidine, tizanidine and zoledronic acid.

Plaintiffs allege that the Company was part of a larger “overarching conspiracy” with all other manufacturers named as to all of the drugs
named in the complaint; The complaint also alleges violations of Section 1 of the Sherman Act, 15 U.S.C. §1. The complaint seeks
injunctive relief, recovery of treble damages, and attorney’s fees and costs against all defendants on a joint and several basis. The Company
denies any wrongdoing and intends to vigorously defend against these claims.

v) Antitrust Complaint Filed by Walgreen Company:

On December 11, 2020, Walgreen Company filed a complaint against the Company and fifty-four other defendants, involving a total of one
hundred eighty-eight generic drugs, alleging an “overarching conspiracy” to fix prices and to rig bids and allocate customers with respect to
these drugs. Walgreen asserts claims on its own behalf and as assignee of Amerisource Bergen for drugs that Amerisource Bergen sold to
Walgreen. The Company is specifically named with respect to eleven drugs: allopurinol, ciprofloxacin ER, divalproex ER, fluconazole,
glimepiride, meprobamate, oxaprozin, paricalcitol, ranitidine, tizanidine and zoledronic acid. Plaintiff alleges that the Companywas part of a
larger “overarching conspiracy” with all other manufacturers named as to all of the drugs named in the complaint. The complaint also alleges
violations of Section 1 of the Sherman Act, 15 U.S.C. §1. The complaint seeks injunctive relief, recovery of treble damages, and attorney’s
fees and costs against all defendants on a joint and several basis. The Company denies any wrongdoing and intends to vigorously defend
against these claims.

w) Antitrust Complaint Filed by CVS Pharmacy Inc.:

On December 15, 2020, CVS Pharmacy, Inc., filed a complaint against the Company and fifty-seven other defendants, involving a total of
four hundred four generic drugs, alleging an “overarching conspiracy” to fix prices and to rig bids and allocate customers with respect to
these drugs. CVS Pharmacy asserts claims on its own behalf and as assignee of Cardinal Health and McKesson for drugs that Cardinal
Health and McKesson sold to CVS Pharmacy, Inc. The Company is specifically named with respect to seven drugs: ciprofloxacin ER,
glimepiride, meprobamate, oxaprozin, pravastatin, tizanidine and zoledronic acid. Plaintiff alleges that the Company was part of a larger
“overarching conspiracy” with all other manufacturers named as to all of the drugs named in the complaint. The complaint also alleges
violations of Section 1 of the Sherman Act, 15 U.S.C. §1. The complaint seeks injunctive relief, recovery of treble damages, and attorney’s
fees and costs against all defendants on a joint and several basis. The Company denies any wrongdoing and intends to vigorously defend
against these claims.

X) Antitrust Complaint Filed by Various Counties, Cities and Insurance Companies:

On December 15, 2020, a Complaint was filed in the Supreme Court of the State of New York, Suffolk County, by a group of 22 plaintiffs
against the Company and 55 other defendants. Plaintiffs include 14 New York Counties (Albany, Cattaraugus, Chemung, Chenango,
Columbia, Erie, Essex, Livingston, Monroe, Oneida, Onondaga, Otsego and Schuyler), the Town of Amherst, New York, the City of
Poughkeepsie, New York, the City of Mabile, Alabama, the Counties of Osceola, Florida, and Shelby, Tennessee, and three insurance
companies (Magnacare Insurance, Mebco and WCA Group Health Trust). The case has been removed to the United States District Court for
the Eastern District of New York and is in the process of being transferred to, and consolidated with, the MDL-2724 litigation. The
Complaint alleges an overarching conspiracy to fix prices and allocate markets for 294 generic drugs. Of the 294 drugs, DRL is specifically
named with respect to 14 drugs: Allopurinol, Ciprofloxacin, Divalproex, Glimepiride, Glyburide Metformin, Isotretinoin, Lamotrigine,
Meprobamate, Metoprolol Succinate, Oxaprozin, Paricalcitol, Tizanidine, Valganciclovir and Zoledronic Acid. The Complaint alleges
violations of Sections 1 and 2 of the Sherman Act, as well as violations of the Antitrust Statutes of Alabama, Florida, New York and
Tennessee and Unjust Enrichment claims under the laws of Alabama, Florida, New York and Tennessee. The complaint seeks injunctive
relief, recovery of treble damages, and attorney’s fees and costs against all defendants on a joint and several basis. The Company denies any
wrongdoing and intends to vigorously defend against these claims.

Note on Antitrust Complaints

The Company believes that the aforesaid asserted claims in subsections a) though x) above are without merit and intends to vigorously
defend itself against the allegations. Also, any liability that may arise on account of these claims is unascertainable. Accordingly, no
provision was made in these financial statements of the Company.
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Civil litigation with Mezzion

On June 3, 2020, a Class Action Statement of Claim was filed by an individual consumer in Federal Court in Toronto, Canada, against the
Company and Utlimate Parent Company Canadian subsidiary and 52 other generic drug companies. The Statement of Claim alleges an
industry-wide, overarching conspiracy to violate Sections 45 and 46 of the Canadian Competition Act by conspiring to allocate the market,
fix prices, and maintain the supply of generic drugs in Canada. The action is brought on behalf of a class of all persons, from January 1,
2012 to the present, who purchased generic drugs in the private sector. The Statement of Claim states that it seeks damages against all
defendants on a joint and several basis, attorney’s fees and costs of investigation and prosecution. An Amended Statement of Claim was
served on the Company and Ultimate Parent Company Canadian subsidiary on January 15, 2021 and adds an additional 20 generic drug
companies. The Amended Statement of Claim also removes the identification of defendant companies with conspiracy allegations regarding
specific generic drugs and alleges a conspiracy to allocate the North America Market as to all generic drugs in Canada.

The Company believes that the asserted claims are without merit and intends to vigorously defend itself against the allegations. Any liability
that may arise on account of this claim is unascertainable. Accordingly, no provision was made in these financial statements of the
Company.

On January 13, 2017, Mezzion Pharma Co. Ltd. and Mezzion International LLC (collectively, “Mezzion”) filed a complaint in the New
Jersey Superior Court against the Ultimate Parent Company and the Company. The complaint pertains to the production and supply of the
active pharmaceutical ingredient (“AP1”) for udenafil (a patented compound) and an udenafil finished dosage product during a period from
calendar years 2007 to 2015. Mezzion alleges that the Company failed to comply with the U.S. FDA’s current Good Manufacturing
Practices (“cGMP”) at the time of manufacture of the API and finished dosage forms of udenafil and, consequently, that this resulted in a
delay in the filing of a NDA for the product by Mezzion. The Company filed a motion to dismiss Mezzion’s complaint on the technical
grounds that the Court lacks jurisdiction over the Company. In January 2018, the Court denied the Company’s mation to dismiss the
complaint on the jurisdictional matter. The Company’s interlocutory appeal of said denial was also denied. The case is continuing in pretrial
discovery.

The Company denies any wrongdoing or liability in this regard, and intends to vigorously defend against the claims asserted in Mezzion’s
complaint. Any liability that may arise on account of this claim is unascertainable. Accordingly, no provision was made in these financial
statements of the Company.

Securities Class Action Litigation

On August 25, 2017, a securities class action lawsuit was filed against the Company, its Chief Executive Officer and its Chief Financial
Officer in the United States District Court for the District of New Jersey. The Company’s Co-Chairman, its Chief Operating Officer, and
Dr. Reddy’s Laboratories, Inc., were also subsequently named as defendants in the case. The operative complaint alleges that the Company
made false or misleading statements or omissions in its public filings, in violation of U.S. federal securities laws, and that the Company’s
share price dropped and its investors were affected. On May 9, 2018, the Company and other defendants filed a motion to dismiss the
complaint in the United States District Court for the District of New Jersey.

On June 25, 2018, the plaintiffs filed an opposition to the motion to dismiss and, on July 25, 2018, a further reply in support of the motion to
dismiss was filed by the Company. In August 2018, oral argument on the motion to dismiss was heard by the Court

On March 21, 2019, the District Court issued its decision granting in part and denying in part the motion to dismiss. Pursuant to that
decision, the Court dismissed the plaintiffs claims with respect to seventeen out of the twenty two alleged misstatements and omissions.

On May 15, 2020, Dr. Reddy’s Laboratories Limited, Dr. Reddy’s Laboratories, Inc., and certain of the Company’s current or former
directors and officers have entered into a Stipulation and Agreement of Settlement (the “Stipulation”) with lead plaintiff the Public
Employees’ Retirement System of Mississippi in the putative securities class action filed against the defendants in the United States District
Court for the District of New Jersey. As consideration for the settlement of the class action, the Company has agreed to pay USD 9 million

The settlement is subject to the approval of the court and may be terminated prior to court approval pursuant to the grounds for termination
set forth in the Stipulation. Subject to the terms of the Stipulation, in exchange for the settlement consideration, the lead plaintiff and
members of the settlement class who do not opt-out of this settlement would release, among other things, the claims that were asserted, or
that they could have asserted, in this class action. In entering into the settlement, the defendants do not admit, and explicitly deny, any
liability or wrongdoing of any kind.

Subject to the terms of the Stipulation, the settlement resolves the remainder of the litigation.
As the Ultimate Parent Company is adequately insured with respect to the aforesaid liability, the settlement did not have any impact on the
Company'’s income statement for the year ended March 31, 2020.

On December 23, 2020, the court issued a final order and judgment approving the settlement. Pursuant to the settlement/court order, the
escrow was funded on January 4, 2021. The effective date of the settlement occurred on February 1, 2021, upon transfer of the settlement
fund balance into the final escrow account. As the transfer of funds to the final escrow account constitutes settlement of liability, the amount
of liability has been derecognized during the three months ended March 31, 2021.
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Other matters

Civil Investigative Demand from the Office of the Attorney General, State of Texas

On or about November 10, 2014, the Company received a Civil Investigative Demand (“CID”) from the Office of the Attorney General,
State of Texas (the “Texas AG”) requesting certain information, documents and data regarding sales and price reporting in the U.S.
marketplace of certain products for the period of time between January 1, 1995 and the date of the CID. The Company responded to all of
the Texas AG’s requests to date.

Subpeona duces tecum from the Office of the Attorney General, California

On November 3, 2014, the Company received a subpoena duces tecum to appear before the Office of the Attorney General, California (the
“California AG”) and produce records and documents relating to the pricing of certain products. A set of five interrogatories related to
pricing practices was served as well. On July 18, 2016, the California AG sent a letter to inform Dr. Reddy’s Laboratories, Inc. that, in light
of the information which had been provided, no further information would be requested at such time in response to this subpoena.

Subpoenas from the U.S. Department of Justice (“D0OJ”) and the office of the Attorney General for the State of Connecticut

On July 6, 2016 and August 7, 2016, the Company received subpoenas from the DOJ (Anti-trust Division) and the office of the Attorney
General for the State of Connecticut, respectively, seeking information relating to the marketing, pricing and sale of certain of our generic
products and any communications with competitors about such products. On May 15, 2018, another subpoena was served on the Company
by the DOJ (False Claims Division) seeking similar information. The Company has been cooperating, and intends to continue to fully
cooperate, with these inquiries.

Civil Investigative Demand from the Division of the U.S DOJ

On May 15, 2018, the Company received a Civil Investigative Demand from the Civil Division of the U.S. DOJ, enquiring whether there
have been any violations of the U.S. False Claims Act, arising from allegations that generic pharmaceutical manufacturers, including us,
have engaged in market allocation or price fixing agreements, or paid illegal remuneration, and caused false claims to be submitted in
violation of the said Act. The Company intend to fully cooperate with the DOJ in responding to the demand and cooperate with the
investigation.
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DR. REDDY’S LABORATORIES INC
NOTES TO THE FINANCIAL STATEMENTS
(All amounts in U.S. Dollars, except share and per share data and where otherwise stated)

29. Nature of Expense

The following table shows the expenses by nature:

For the year ended March 31, 2021

Selling, general

Particulars Cost of and administrative Research and Total
revenue Development
expenses
Employee benefits 168,272 36,448,800 5,604,558 42,221,630
Depreciation and amortization - 10,705,439 71,696 10,777,135
168,272 47,154,239 5,676,254 52,998,765
The following table shows the expenses by nature:
For the year ended March 31, 2020
. Cost of Selllng,. ggnera} Research and
Particulars and administrative Total
revenue Development
expenses
Employee benefits 156,973 39,522,752 6,552,792 46,232,517
Depreciation and amortization - 6,283,718 71,696 6,355,414
156,973 45,806,470 6,624,488 52,587,931

30. Employee Benefits

The Company's employees participate in Dr. Reddy's Laboratories, Inc., 401 (k) defined contribution retirement
plan. The Company's contribution is discretionary and is determined by its Board of Directors on an annual basis.
The contribution made by the Company for the year ended March 31, 2021 and 2020 was USD 953,876 and USD

1,093,544 respectively.

31.Impact of COVID-19

The Company considered the uncertainty relating to the COVID-19 pandemic in assessing the recoverability of
receivables, goodwill, intangible assets, investments and other assets. For this purpose, the Company considered
internal and external sources of information up to the date of approval of these Standalone financial statements. The
Company based on its judgments, estimates and assumptions including sensitivity analysis, expects to fully recover

the carrying amount of receivables, goodwill, intangible assets, investments and other assets.

The Company will continue to closely monitor any material changes to future economic conditions.

32. Subsequent Events

There are no subsequent events that occurred after balance sheet date.
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Independent Auditors’ Report

To the Members of
Dr. Reddy’s Laboratories Japan KK

We have audited the accompanying financial statements of Dr. Reddy’s Laboratories Japan KK. a company
incorporated and administered outside India, which comprises the Balance sheet as at 31 March 2021, the
Statement of Profit and Loss (including Other Comprehensive Income) for the year ended on that date annexed
thereto, the Cash Flow Statement, the Statement of Changes in Equity for the year then ended and a summary
of significant accounting policies and other explanatory information.

Management’s Responsibility for the Financial Statements

The financial statements are prepared for the limited purpose of complying with the provisions of Section 136
of the Companies Act, 2013. The Company’s Board of Directors is responsible, in accordance with the
requirement of and only for the purpose of Section 136 of the Companies Act, 2013, for the matters with respect
to the preparation of these financial statements that give a true and fair view of the financial position, financial
performance and cash flows of the Company in accordance with the accounting principles generally accepted in
India, including the Accounting Standards specified under Section 133 of the Act, read with the Companies
(Indian Accounting Standards) Rules, 2015, as amended only to the extent applicable and relevant to a company
incorporated outside India.

This responsibility also includes 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 frauds and other
irregularities; selection and application of appropriate accounting policies; making judgments and estimates that
are reasonable and prudent; and design, implementation and maintenance of adequate internal financial
controls, that were operating effectively for ensuring the accuracy and completeness of the accounting records,
relevant to the preparation and presentation of these financial statements that give a true and fair view and are
free from material misstatement, whether due to fraud or error

The Management of the Company is further responsible for ensuring that the financial statements, as far as
possible, are in accordance with the requirement of Section 136 of the Companies Act, 2013.

Auditor’s Responsibility

The audit is limited and only to express an opinion on the financial statements, prepared only to comply with
the requirements and for the purpose of sec.136 of the Companies Act, 2013, whether they give a true and fair
view of, as the case may be, state of affairs etc. It is not an audit in accordance with the provisions of the statutes
of the country in which it was established and operated as may be applicable to the company.

Our responsibility is to express an opinion on these financial statements based on our audit carried out for the
limited purpose of complying with Section 136. We conducted our audit in accordance with the Standards on
Auditing issued by the Institute of Chartered Accountants of India specified under Section 143(10) of the Act,
only to the extent applicable and relevant to a company incorporated outside India.

This report is based on our examination of the accompanying financial statements and other relevant records
and information considered necessary for the purposes of issuing this report and the information and
explanations provided to us by the Management.
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Opinion

In our opinion and to the best of our information and according to the explanations given to us, the financial
statements give the information required by the Act, to the extent applicable and relevant to a company
incorporated outside India, in the manner so required and give a true and fair view in conformity with the
accounting principles generally accepted in India:

(a) in the case of the Balance Sheet, of the state of affairs of the Company as at 31 March 2021;

(b) in the case of the Statement of Profit and Loss (including Other Comprehensive Income), of the
Profit for the year ended on that date; and

(c) in the case of the Cash Flow Statement, of the cash flows for the year ended on that date.

(d) in the case of Statement of Changes in Equity, of the Changes in Equity for the year ended on that date

For M/s A Ramachandra Rao & Co
Chartered Accountants
ICAI FRN 02857S

SRV V Surya Rao Ponnada

Partner

Membership No. 202367

UDIN NO. 21202367AAABXW1147

Place: Hyderabad
Date: 11" May 2021
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Balance Sheet

Dr. Reddy’s Laboratories Japan KK

(All amounts in Indian Rupees thousands, except share data and where otherwise stated)

ASSETS
Non-current assets
Property, plant and equipment
Financial assets
Others
Total non-current assets

Current assets

Financial assets
Cash and cash equivalents
Others

Other assets

Total current assets

Total assets

EQUITY AND LIABILITIES
Equity

Equity share capital

Other equity

Total equity

Current liabilities
Financial Liabilities

Other current financial liabilities
Liabilities for current tax, net
Other current liabilities
Total Liabilities

Total equity and liabilities

Significant accounting policies

The accompanying notes are an integral part of financial statements

As per our report of even date attached

for A Ramachandra Rao & Co.
Chartered Accountants
ICAI FRN : 002857S

PSRVV Surya Rao
Partner
Membership No. 202367

Place: Hyderabad
Date: 11 May 2021

Note

2.1

22A

2.3
22B
2.4

2.5

2.6

2.7

As at
31 March 2021

484
484

10,776
5,657
186
16,619

17,103

34,032

(20,475)

13,557

2,287
686
573

3,546

17,103

581

As at
31 March 2020

31

509
540

10,236
3,407
281
13,924

14,464

34,032
(21,564)
12,468

1,625

371
1,996

14,464

for and on behalf of the Board of Directors of

Dr. Reddy’s Laboratories Japan KK

Saumen Chakraborty
Director

M V Narasimham
Director



Dr. Reddy’s Laboratories Japan KK

Statement of Profit and Loss

(All amounts in Indian Rupees thousands, except share data and where otherwise stated)

Note

Other income 2.8
Total income

Expenses

Depreciation and amortisation expense 2.1
Employee benefits expense 29
Selling and other expenses 2.10
Total expense

Profit/(Loss) before tax

Income tax expense

Profit/(Loss) for the year

Other comprehensive income
A. (i) Items that will not be reclassifled to profit or loss

(ii) Income tax relating to items that will not be reclassified to
profit or loss

B. (i) Items that will be reclassified to profit or loss
(ii) Income tax relating to items that will be reclassified to profit or
loss

Total Comprehensive income

Earnings per share:

Basic earnings per share of JPY 100 each
Diluted earnings per share of JPY 100 each

Significant accounting policies 1

The accompanying notes are an integral part of financial statements

As per our report of even date attached

for A Ramachandra Rao & Co.
Chartered Accountants
ICAI FRN : 002857S

PSRVV Surya Rao
Partner
Membership No. 202367

Place: Hyderabad
Date: 11 May 2021

For the year ended
31 March 2021

582

For the year ended
31 March 2020

28,501 21,893
28,501 21,893
32 30
18,331 14,962
7,601 8,692
25,964 23,684
2,537 (1,791)
696 -

1,841 (1,791)
(753) 918
1,088 (874)
1.75 (2.01)
1.75 (2.01)

for and on behalf of the Board of Directors of
Dr. Reddy’s Laboratories Japan KK

Saumen Chakraborty
Director

M V Narasimham
Director
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Dr. Reddy’s Laboratories Japan KK

Statement of Changes in Equity
(All amounts in Indian Rupees thousands, except share data and where otherwise stated)

Total equity
Share capital Reserves and surplus Other comprehensive
income
Particulars Total Equity
Securities . . Currency translation
Shares Amount . Retained earnings .

premium adjustments
Balance as of 1 April 2020 9,18,420 34,032 20,283 (42,764) 918 12,468
Issue of equity shares - - - -
Income for the period (753) (753)
Profit/(Loss) for the period - - - 1,841 1,841
Balance as of 31 March 2021 9,18,420 34,032 20,283 (40,923) 165 13,557

Share capital Reserves and surplus Other comprehensive
. income .
Particulars — . Total Equity
Securities . . Currency translation
Shares Amount . Retained earnings .

premium adjustments
Balance as of 1 April 2019 7,53,420 28,750 15,001 (40,973) - 2,778
Issue of equity shares 1,65,000 5,282 5,282 10,564
Income for the period 918 918
Loss for the period - - - (1,791) (1,791)
Balance as of 31 March 2020 9,18,420 34,032 20,283 (42,764) 918 12,468

As per our report of even date attached

for A Ramachandra Rao & Co.
Chartered Accountants
ICAI FRN : 002857S

for and on behalf of the Board of Directors of
Dr. Reddy’s Laboratories Japan KK

PSRVYV Surya Rao Saumen Chakraborty
Partner Director
Membership No. 202367

M V Narasimham
Place: Hyderabad Director

Date: 11 May 2021



Dr. Reddy’s Laboratories Japan KK

Cash Flow Statement

(All amounts in Indian Rupees thousands, except share data and where otherwise stated)

Operating activities
Profit/(Loss) before taxation

Adjustments to reconcile profit before tax to net cash flows:

Depreciation and amortisation expense
Net foreign exchange differences
Operating cash flows before working capital changes

Working capital adjustments:
Increase in other assets and other liabilities, net
Increase in trade and other payables

Income tax paid
Net cash flows from operating activities

Net cash flows used in investing activities
Purchase of property, plant and equipment

Net cash flows from/ (used in) financing activities
Proceeds from issuance of share capital

Net increase / (decrease) in cash and cash equivalents

Cash and cash equivalents at the beginning of the year

Effect of foreign exchange loss on cash and cash equivalents
Cash and cash equivalents at the end of the year

Notes to the cash flow statement:
Cash and cash equivalents at the end of the year
Cash and bank balances at the end of the year

The accompanying notes are an integral part of financial statements

As per our report of even date attached

for A Ramachandra Rao & Co.
Chartered Accountants
ICAI FRN : 002857S

PSRVV Surya Rao
Partner
Membership No. 202367

Place: Hyderabad
Date: 11 May 2021

For the year ended For the year ended
31 March 2021 31 March 2020

2,537 (1,791)
32 30
(135) (€]
2,434 (1,763)
(1,275) (3,174)
1,159 (4,937)
1,159 (4,937)
- 0
- 0
- 10,564
- 10,564
1,159 5,627
10,236 3,693
(618) 916
10,776 10,236
10,776 10,236
10,776 10,236

for and on behalf of the Board of Directors of
Dr. Reddy’s Laboratories Japan KK

Saumen Chakraborty

Director

M V Narasimham

Director
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Dr. Reddy’s Laboratories Japan KK
Significant Accounting Policies & Notes to financial statements
(All amounts in Indian Rupees thousands, except share data and where otherwise stated)

Note 1 Description of the Company and significant accounting policies

1.1 Description of the Company
Dr. Reddy’s Laboratories Japan KK ("' the Company") incorporated in Japan , is a 100% subsidiary of Dr. Reddy’s Laboratories SA.

1.2 Basis of preparation of financial statements
The financial statements of the Company have been prepared and presented in accordance with the Indian Accounting Standards (“Ind AS”) notified under the Companies (Indian
Accounting Standards) Rules, 2015 and as amended from time to time.

1.3 Use of estimates and judgments

The preparation of financial statements in conformity with Ind AS requires management to make judgments, estimates and assumptions that affect the application of accounting
policies and the reported amounts of assets, liabilities, income and expenses. Actual results may differ from these estimates.

Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting estimates are recognised in the period in which the estimates are revised and in
any future periods affected.

1.4 Significant accounting policies

Current and non-current classification

All the assets and liabilities have been classified as current or non-current as per the Company’s normal operating cycle and other criteria set out in the Schedule Il to the
Companies Act, 2013 and Ind AS 1, Presentation of financial statements.

Assets:

An asset is classified as current when it satisfies any of the following criteria:

a) it is expected to be realised in, or is intended for sale or consumption in, the Company’s normal operating cycle;

b) it is held primarily for the purpose of being traded;

c) it is expected to be realised within twelve months after the reporting date; or

d) it is cash or cash equivalent unless it is restricted from being exchanged or used to settle a liability for at least twelve months after the reporting date.

Liabilities:

A liability is classified as current when it satisfies any of the following criteria:

a) it is expected to be settled in the Company’s normal operating cycle;

b) it is held primarily for the purpose of being traded;

c) it is due to be settled within twelve months after the reporting date; or

d) the Company does not have an unconditional right to defer settlement of the liability for at least twelve months after the reporting date. Terms of a liability that could, at the
option of the counterparty, result in its settlement by the issue of equity instruments do not affect its classification.

Current assets/ liabilities include the current portion of non-current assets/ liabilities respectively. All other assets/ liabilities are classified as non-current. Deferred tax assets and
liabilities are always disclosed as non-current.

Foreign currency transactions

Transactions in foreign currencies are translated to the respective functional currencies of entities within the Company at exchange rates at the dates of the transactions. Monetary
assets and liabilities denominated in foreign currencies at the reporting date are translated into the functional currency at the exchange rate at that date. Non-monetary items that
are measured based on historical cost in a foreign currency are translated at the exchange rate at the date of the transaction. Non-monetary items that are measured at fair value in a
foreign currency are translated using the exchange rates at the date when the fair value was measured.

Exchange differences arising on the settlement of monetary items or on translating monetary items at rates different from those at which they were translated on initial recognition
during the period or in previous financial statements are recognised in the statement of profit and loss in the period in which they arise.

When several exchange rates are available, the rate used is that at which the future cash flows represented by the transaction or balance could have been settled if those cash flows
had occurred at the measurement date.

Revenue

Sale of goods

Revenue is recognised when the control of the goods has been transferred to a third party, when the title passes to the customer, either upon shipment or upon receipt of goods by
the customer and when the customer has full discretion over the channel and price to sell the products, and there are no unfulfilled obligations that could affect the customer’s
acceptance of the product. Revenue from the sale of goods is measured at the transaction price which is the consideration received or receivable, net of returns, taxes and
applicable trade discounts and allowances. Revenue includes shipping and handling costs billed to the customer.

Services Income

Revenue from services rendered, which primarily relate to contract research, is recognised in the statement of profit and loss as the underlying services are performed. Upfront non-
refundable payments received under these arrangements are deferred and recognised as revenue over the expected period over which the related services are expected to be
performed.

License fee

License fees primarily consist of income from the out-licensing of intellectual property, and other licensing and supply arrangements with various parties. Revenue from license
fees is recognised when control transfers to the third party and the Company’s performance obligations are satisfied. Some of these arrangements include certain performance
obligations by the Company. Revenue from such arrangements is recognised in the period in which the Company completes all its performance obligations.

Interest income and dividend

Interest income primarily comprises of interest from term deposits with banks. Interest income is recorded using the effective interest rate (EIR). EIR is the rate that exactly
discounts the estimated future cash receipts over the expected life of the financial instrument or a shorter period, where appropriate, to the gross carrying amount of the financial
asset. Interest income is included in other income in the statement of profit and loss.
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Dr. Reddy’s Laboratories Japan KK
Significant Accounting Policies & Notes to financial statements
(All amounts in Indian Rupees thousands, except share data and where otherwise stated)

Income tax

Income tax expense consists of current and deferred tax. Income tax expense is recognised in the statement of profit and loss except to the extent that it relates to items recognised
directly in equity, in which case it is recognised in equity. Current tax is the expected tax payable on the taxable income for the year, using tax rates enacted or substantively
enacted at the reporting date, and any adjustment to tax payable in respect of previous years.

Deferred tax is recognised using the balance sheet method, providing for temporary differences between the carrying amounts of assets and liabilities for financial reporting
purposes and the amounts used for taxation purposes. Deferred tax is not recognised for the following temporary differences:

« the initial recognition of assets or liabilities in a transaction that is not a business combination and that affects neither accounting nor taxable profit;

« differences relating to investments in subsidiaries and jointly controlled entities to the extent that it is probable that they will not reverse in the foreseeable future; and

« taxable temporary differences arising upon the initial recognition of goodwill.

Deferred tax is measured at the tax rates that are expected to be applied to the temporary differences when they reverse, based on the laws that have been enacted or substantively
enacted by the reporting date. Deferred tax assets and liabilities are offset if there is a legally enforceable right to offset current tax liabilities and assets, and they relate to income
taxes levied by the same tax authority on the same taxable entity, or on different tax entities, but they intend to settle current tax liabilities and assets on a net basis or their tax
assets and liabilities will be realised simultaneously.

A deferred tax asset is recognised to the extent that it is probable that future taxable profits will be available against which the temporary difference can be utilised. Deferred tax
assets are reviewed at each reporting date and are reduced to the extent that it is no longer probable that the related tax benefit will be realised.

Earnings per share
The Company presents basic and diluted earnings per share (“EPS”) data for its ordinary shares. Basic EPS is calculated by dividing the profit or loss attributable to ordinary

shareholders of the Company by the weighted average number of ordinary shares outstanding during the period. Diluted EPS is determined by adjusting the profit or loss
attributable to ordinary shareholders and the weighted average number of ordinary shares outstanding for the effects of all dilutive potential ordinary shares, which includes all
stock options granted to employees.

Property, plant and equipment

Recognition and measurement

Items of property, plant and equipment are measured at cost less accumulated depreciation and accumulated impairment losses, if any. Cost includes expenditures that are directly
attributable to the acquisition of the asset. The cost of self-constructed assets includes the cost of materials and other costs directly attributable to bringing the asset to a working
condition for its intended use. General and specific borrowing costs that are directly attributable to the construction or production of a qualifying asset are capitalised as part of the
cost of that asset during the period of time that is required to complete and prepare the asset for its intended use or sale. Qualifying assets are assets that necessarily take a
substantial period of time to get ready for their intended use or sale.

When parts of an item of property, plant and equipment have different useful lives, they are accounted for as separate items (major components) of property, plant and equipment.

Gains and losses upon disposal of an item of property, plant and equipment are determined by comparing the proceeds from disposal with the carrying amount of property, plant
and equipment and are recognised in the statement of profit and loss.

The cost of replacing part of an item of property, plant and equipment is recognised in the carrying amount of the item if it is probable that the future economic benefits embodied
within the part will flow to the Company and its cost can be measured reliably. The costs of repairs and maintenance are recognised in the statement of profit and loss as incurred.

Items of property, plant and equipment acquired through exchange of non-monetary assets are measured at fair value, unless the exchange transaction lacks commercial substance
or the fair value of either the asset received or asset given up is not reliably measurable, in which case the asset exchanged is recorded at the carrying amount of the asset given up.
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Dr. Reddy’s Laboratories Japan KK
Significant Accounting Policies & Notes to financial statements
(All amounts in Indian Rupees thousands, except share data and where otherwise stated)

Depreciation
Depreciation is recognised in the statement of profit and loss on a straight line basis over the estimated useful lives of property, plant and equipment. Leased assets are depreciated
over the shorter of the lease term and their useful lives. Land is not depreciated.

Leasehold improvements are depreciated over the period of the lease agreement or the useful life, whichever is shorter.

Depreciation methods, useful lives and residual values are reviewed at each reporting date and, if expectations differ from previous estimates, the change(s) are accounted for as a
change in an accounting estimate in accordance with Ind AS 8, Accounting Policies, Changes in Accounting Estimates and Errors .

The estimated useful lives are as follows:

Years
Buildings
- Factory and administrative buildings 20 to 30
- Ancillary structures 3to 15
Plant and machinery 3to 15
Furniture, fixtures and office equipment 3010
Vehicles 4t05

Schedule 11 to the Companies Act, 2013 (“Schedule™) prescribes the useful lives for various classes of tangible assets. For certain class of assets, based on the technical evaluation
and assessment, the Company believes that the useful lives adopted by it best represent the period over which an asset is expected to be available for use. Accordingly, for these
assets, the useful lives estimated by the Company are different from those prescribed in the Schedule.

Advances paid towards the acquisition of property, plant and equipment outstanding at each reporting date is disclosed as capital advances under other non-current assets. The cost
of property, plant and equipment not ready to use before such date are disclosed under capital work-in-progress. Assets not ready for use are not depreciated.

Inventories

Inventories consist of raw materials, stores and spares, work-in-progress and finished goods and are measured at the lower of cost and net realisable value. The cost of all categories
of inventories is based on the weighted average method. Cost includes expenditures incurred in acquiring the inventories, production or conversion costs and other costs incurred in
bringing them to their existing location and condition. In the case of finished goods and work-in-progress, cost includes an appropriate share of overheads based on normal
operating capacity. Stores and spares, that do not qualify to be recognised as property, plant and equipment, consists of packing materials, engineering spares (such as machinery
spare parts) and consumables (such as lubricants, cotton waste and oils), which are used in operating machines or consumed as indirect materials in the manufacturing process.

Net realisable value is the estimated selling price in the ordinary course of business, less the estimated costs of completion and selling expenses.

The factors that the Company considers in determining the allowance for slow moving, obsolete and other non-saleable inventory include estimated shelf life, planned product
discontinuances, price changes, ageing of inventory and introduction of competitive new products, to the extent each of these factors impact the Company’s business and markets.
The Company considers all these factors and adjusts the inventory provision to reflect its actual experience on a periodic basis.

Employee benefits

Short-term employee benefits

Short-term employee benefits are expensed as the related service is provided. A liability is recognised for the amount expected to be paid if the Company has a present legal or
constructive obligation to pay this amount as a result of past service provided by the employee and the obligation can be estimated reliably.

Defined contribution plans

The Company’s contributions to defined contribution plans are charged to the statement of profit and loss as and when the services are received from the employees.

Provisions, contingent liabilities and contingent assets

A provision is recognised if, as a result of a past event, the Company has a present legal or constructive obligation that can be estimated reliably, and it is probable that an outflow
of economic benefits will be required to settle the obligation. If the effect of the time value of money is material, provisions are determined by discounting the expected future cash
flows at a pre-tax rate that reflects current market assessments of the time value of money and the risks specific to the liability. Where discounting is used, the increase in the
provision due to the passage of time is recognised as a finance cost.

Restructuring

A provision for restructuring is recognised when the Company has approved a detailed and formal restructuring plan, and the restructuring either has commenced or has been
announced publicly. Future operating costs are not provided.

Onerous contracts

A provision for onerous contracts is recognised when the expected benefits to be derived by the Company from a contract are lower than the unavoidable cost of meeting its
obligations under the contract. The provision is measured at the present value of the lower of the expected cost of terminating the contract and the expected net cost of continuing
with the contract. Before a provision is established, the Company recognises any impairment loss on the assets associated with that contract.

Reimbursement rights

Expected reimbursements for expenditures required to settle a provision are recognised only when receipt of such reimbursements is virtually certain. Such reimbursements are
recognised as a separate asset in the balance sheet, with a corresponding credit to the specific expense for which the provision has been made.

Contingent liabilities

A disclosure for a contingent liability is made when there is a possible obligation or a present obligation that may, but probably will not, require an outflow of resources. Where
there is a possible obligation or a present obligation in respect of which the likelihood of outflow of resources is remote, no provision or disclosure is made.

Contingent assets
Contingent assets are not recognised in the financial statements. However, contingent assets are assessed continually and if it is virtually certain that an inflow of economic benefits
will arise, the asset and related income are recognised in the period in which the change occurs.
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Dr. Reddy’s Laboratories Japan KK
Significant Accounting Policies & Notes to financial statements
(All amounts in Indian Rupees thousands, except share data and where otherwise stated)

Financial instruments

A financial instrument is any contract that gives rise to a financial asset of one entity and a financial liability or equity instrument of another entity.

Financial assets

Al financial assets are recognised at fair value plus, in the case of financial assets not recorded at fair value through profit or loss, transaction costs that are attributable to the
acquisition of the financial asset. Purchases or sales of financial assets that require delivery of assets within a time frame established by regulation or convention in the market
place (regular way trades) are recognised on the trade date, i.e., the date that the Companny commits to purchase or sell the asset.

Impairment of trade receivables

In accordance with Ind AS 109, the Company applies expected credit loss (ECL) model for measurement and recognition of impairment loss on the trade receivables or any
contractual right to receive cash or another financial asset that result from transactions that are within the scope of Ind AS 18.

For this purpose, the Company follows ‘simplified approach’ for recognition of impairment loss allowance on the trade receivable balances. The application of simplified
approach does not require the Company to track changes in credit risk. Rather, it recognises impairment loss allowance based on lifetime ECLs at each reporting date, right from its
initial recognition.

As a practical expedient, the Company uses a provision matrix to determine impairment loss allowance on portfolio of its trade receivables. The provision matrix is based on its
historically observed default rates over the expected life of the trade receivables and is adjusted for forward-looking estimates. At every reporting date, the historical observed
default rates are updated and changes in the forward-looking estimates are analysed.

Financial liabilities

Financial liabilities are classified,as financial liabilities at fair value through profit or loss, loans and borrowings, payables, or as derivatives designated as hedging instruments in an
effective hedge, as appropriate.

Al financial liabilities are recognised initially at fair value and, in the case of loans and borrowings and payables, net of directly attributable transaction costs.

The Company’s financial liabilities include trade and other payables, loans and borrowings including bank overdrafts and derivative financial instruments

Cash and cash equivalents

Cash and cash equivalents consist of cash on hand, demand deposits and short-term, highly liquid investments that are readily convertible into known amounts of cash and which
are subject to insignificant risk of changes in value. For this purpose, “short-term” means investments having maturity of three months or less from the date of investment. Bank
overdrafts that are repayable on demand and form an integral part of our cash management are included as a component of cash and cash equivalents for the purpose of the
statement of cash flows.

Trade receivables
Trade receivables are initially recognised at fair value and subsequently measured at amortised cost using effective interest method, less provision for impairment.

Trade and other payables

These amounts represent liabilities for goods and services provided to the Company prior to the end of the financial year which are unpaid. The amounts are unsecured and are
presented as current liabilities unless payment is not due within twelve months after the reporting period. They are recognised initially ate fair value and subsequently measured at
amortised cost using the effective interest method.
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Note 2 Notes to the financial statements

2.1 Property, plant and equipment

Dr. Reddy’s Laboratories Japan KK

(All amounts in Indian Rupees thousands, except share data and where otherwise stated)
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Gross carrying value

Accumulated depreciation

Net carrying value

Particulars As at - . Forex As at As at _ Forex As at As at As at
1 April 2020 Additions Disposals adjustments 31 March 1 April 2020 For the year Disposals adjustments 31 March 31 March 31 March 2020
2021 2021 2021
Furniture, fixtures and office equipment 94 - (3) 91 63 32 - (4) 91 - 31
Total 94 - 3) 91 63 32 - (4) 91 - 31
Previous Year 88 (30) 6 94 29 30 (30) 3 32 32 59




Dr. Reddy’s Laboratories Japan KK

Notes to the Financial Statements

(All amounts in Indian Rupees thousands, except share data and where otherwise stated)

Financial Assets

2.2 : Other financial assets
Others
Other financial assets

B. Non-current
A. Current

2.3 : Cash and cash equivalents
Balances with banks:

- On current accounts
Cash and cash equivalents

2.4: Loans
(Unsecured, considered good unless otherwise stated)

As at

31 March 2021
6,141
6,141

484
5,657

As at
31 March 2021

10,776
10,776

As at
31 March 2021

590

As at

31 March 2020
3,916

3,916

509
3,407

As at
31 March 2020

10,236

10,236

As at
31 March 2020

Advances to Other parties 186 281
186 281
2.5 : Share capital As at As at
31 March 2021 43,921
Authorised Share Capital
918,420(Previous year: 918,420) equity shares of JPY100 each 34,032 34,032
Issued equity capital
918,420(Previous year: 918,420) equity shares of JPY100 each 34,032 34,032
Subscribed and fully paid-up
918,420(Previous year: 918,420) equity shares of JPY100 each 34,032 34,032
34,032 34,032
(a) Reconciliation of the equity shares outstanding is set out below:
Particulars As at As at
31 March 2021 31 March 2020
No. of equity Amount No. of equity Amount
shares shares
Number of shares outstanding at the beginning of the year 9,18,420 34,032 7,53,420 28,750
Add:Shares issued during the year - - 1,65,000 5,282
Number of shares outstanding at the end of the year 9,18,420 34,032 9,18,420 34,032

(b) Terms / rights attached to the equity shares

The company has only one class of equity shares having a par value of JPY 100 per share. Each holder of equity shares is entitled to one vote per share.

(c) Details of shareholders holding more than 5% shares in the Company

As at As at
31 March 2021 31 March 2020
Particulars No. of equity | % holding in the | No. of equity % holding in the
shares held class shares held class
Dr. Reddy's Laboratories SA 9,18,420 100% 9,18,420 100%
Financial Liabilities
As at As at
2.6 : Other financial liabilities 31 March 2021 31 March 2020
Accrued expenses 2,287 1,625
2,287 1,623
Other Liabilities
As at As at
2.7 : Other current liabilities 31 March 2021 31 March 2020
Due to statutory authorities 573 371
573 371




Dr. Reddy’s Laboratories Japan KK

Notes to the Financial Statements
(All amounts in Indian Rupees thousands, except share data and where otherwise stated)

2.8 : Other income
Service income
Foreign exchage gain, net

2.9 : Employee Benefit expenses
Salaries,wages and bonus

2.10 : Selling and other expenses
Legal and professional

Rent

Other general expenses

2.11 : Other comprehensive income

For the year ended
31 March 2021

28,501

28,501

For the year ended
31 March 2021

18,331
18,331

For the year ended
31 March 2021

1,949
3,215
2,437
7,601

For the year ended
31 March 2021

591

For the year ended
31 March 2020

21,893
2

21,895

For the year ended
31 March 2020

14962

14962

For the year ended
31 March 2020

2,672
2,178
3,842

8,692

For the year ended
31 March 2020

Currency Translation Adjustments (753) 918
753 918
2.12 Related parties
The Company had the following amounts due from / to related parties
As at As at

Particulars

31 March 2021

31 March 2020

Due from holding company and other group companies(included in other
current financial assets):
Dr. Reddy's Laboratories Limited

2,148
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Dr. Reddy’s Laboratories Japan KK
Significant Accounting Policies & Notes to financial statements
(All amounts in Indian Rupees thousands, except share data and where otherwise stated)

Note 1 Description of the Company and significant accounting policies(continued)
2.13 Taxation

a. Current Taxes
The current charge for income taxes is calculated in accordance with the relevant tax regulations applicable to the Company.

b. Deferred Taxes
The deferred tax liability has not been provided during the year as there is no liability arising out of any timing difference.

2.14 Provisions, Contingent Liabilities and Contingent Assets

Contingent liabilities and the crystallisation of these liabilities are dependent upon the outcome of court cases / arbitration / out of
court settlement, disposal of appeals, the amount being called up, terms of contractual obligation, development and raising of
demand by concerned parties, respectively. The Company has made adequate provisions, wherever required, in compliance with
Ind AS 37 prescribed by the ICAIL. Those contingent liabilities have arisen in the normal course of business and may not
crystallise on the Company and may not have any material impact on the revenue.

The accompanying notes are an integral part of financial statements
As per our report of even date attached

for A Ramachandra Rao & Co. for and on behalf of the Board of Directors of
Chartered Accountants Dr. Reddy’s Laboratories Japan KK
ICAI FRN : 002857S

PSRVV Surya Rao Saumen Chakraborty
Partner Director
Membership No. 202367

M V Narasimham
Place: Hyderabad Director
Date: 11 May 2021
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Independent auditor's report

To the Parent and the Management of Dr. Reddy’s Laboratories Kazakhstan LLP

Opinion

We have audited the financial statements of Dr. Reddy’s Laboratories Kazakhstan LLP (the
Company), which comprise the statement of financial position as at 31 December 2020, and the
statement of comprehensive income, statement of changes in equity and statement of cash flows
for the year then ended, and notes to the financial statements, including a summary of significant
accounting policies.

In our opinion, the accompanying financial statements present fairly, in all material respects, the
financial position of the Company as at 31 December 2020 and its financial performance and its
cash flows for the year then ended in accordance with International Financial Reporting Standards
(IFRSs).

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs).

Our responsibilities under those standards are further described in the Auditor’s responsibilities
for the audit of the financial statements section of our report. We are independent of the
Company in accordance with the International Ethics Standards Board for Accountants’ (IESBA)
International Code of Ethics for Professional Accountants (including International Independence
Standards) (IESBA Code), and we have fulfilled our other ethical responsibilities in accordance
with the IESBA Code. We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our opinion.

Responsibilities of management for the financial statements

Management is responsible for the preparation and fair presentation of the financial statements in
accordance with IFRSs, and for such internal control as management determines is necessary to
enable the preparation of financial statements that are free from material misstatement, whether
due to fraud or error.

In preparing the financial statements, management is responsible for assessing the Company’s
ability to continue as a going concern, disclosing, as applicable, matters related to going concern
and using the going concern basis of accounting unless management either intends to liquidate
the Company or to cease operations, or has no realistic alternative but to do so.

A member firm of Ernst & Young Glebal Limited
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Auditor’s responsibilities for the audit of the financial statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a
whole are free from material misstatement, whether due to fraud or error, and to issue an
auditor’s report that includes our opinion. Reasonable assurance is a high level of assurance, but
is not a guarantee that an audit conducted in accordance with ISAs will always detect a material
misstatement when it exists. Misstatements can arise from fraud or error and are considered
material if, individually or in the aggregate, they could reasonably be expected to influence the
economic decisions of users taken on the basis of these financial statements.

As part of an audit in accordance with ISAs, we exercise professional judgment and maintain
professional skepticism throughout the audit. We also:

| 2

Identify and assess the risks of material misstatement of the financial statements, whether
due to fraud or error, design and perform audit procedures responsive to those risks, and
obtain audit evidence that is sufficient and appropriate to provide a basis for our opinion.
The risk of not detecting a material misstatement resulting from fraud is higher than for
one resulting from error, as fraud may involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal control.

Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the Company's internal control.

Evaluate the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by management.

Conclude on the appropriateness of management'’s use of the going concern basis of
accounting and, based on the audit evidence obtained, whether a material uncertainty
exists related to events or conditions that may cast significant doubt on the Company’s
ability to continue as a going concern. If we conclude that a material uncertainty exists, we
are required to draw attention in our auditor’s report to the related disclosures in the
financial statements or, if such disclosures are inadequate, to modify our opinion. Our
conclusions are based on the audit evidence obtained up to the date of our auditor’s report.
However, future events or conditions may cause the Company to cease to continue as a
going concern.

Evaluate the overall presentation, structure and content of the financial statements, including
the disclosures, and whether the financial statements represent the underlying transactions
and events in @ manner that achieves fair presentation.

A member firm of Ernst & Young Global Limited
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We communicate with those charged with governance regarding, among other matters, the
planned scope and timing of the audit and significant audit findings, including any significant
deficiencies in internal control that we identify during our audit.

Rustamzhan Sattarov.

“Kairat Medat

Auditor General director

Ernst & Young LLP
Auditor qualification certificate State audit license for audit activities on the
No. MO® - 0000137 dated 8 February 2013 territory of the Republic of Kazakhstan: series

M®HK-2, No. 0000003 issued by the Ministry
of Finance of the Republic of Kazakhstan on
15 July 2005

050060, Republic of Kazakhstan, Almaty
Al-Farabi ave., 77/7, Esentai Tower

28 April 2021

A member firm of Ernst & Young Global Limited
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Dr Reddy’s Laboratories Kazakhstan LLP Financial statements

STATEMENT OF FINANCIAL POSITION

As at 31 December 2020

31 December 31 December
I thousands of tenge Notes 2020 2019
Assets
Non-current assets
Property and equipment 5 30,105 36,995
[ntangible assets 110 458
Right of use assets 13 109,690 123,408
Deferred tax assets 19 226,443 200,008
Total non-current assets 366,348 360,869
Current assets
[nventory 6 2,337,887 2,325,309
Trade accounts receivable T 2,125,030 2,594,330
Advances paid 61,364 41,983
Income tax prepaid 52,059 102,871
Other current assets 39,210 8,515
Cash and cash equivalents 8 633,743 57,996
Total current assets 5,249,293 5,131,004
Total assets 5,615,641 5,491,873
Equity and liabilities
Equity
Charter capital 9 390,000 390,000
Retained earnings 1,137,005 857,239

1,527,005 1,247,239

Liabilities
Non-current liabilities
Lease liabilities 13 87,304 406,157
Total non-current liabilities 87,304 46,157
Current liabilities
Trade and other payables 10 3,710,991 3,864,130
VAT payable 87,706 58,572
Other taxes payable = 21,651
Provisions 11 136,031 115777
Contract liabilities 12 1,229 36,020
I.ease liabilities 13 40,354 77,807
Other current liabilities 25,021 24,520
Total current liabilities 4,001,332 4,198,477
Total liabilities and equity 5,615,641 5,491,873

A (KLLLU\{W/

i

“Viktoriya Nazarchuk

28 April 2021

The accompasying notes on pages 5 to 27 are an integral part of these financial statements,
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Dr Reddy’s Laboratories Kazakhstan LLP

STATEMENT OF COMPREHENSIVE INCOME

For the year ended 31 December 2020

Financial statements

In thousands of tenge ~ Notes 2020 2019

Revenue from contracts with customers 11,389,180 9,631,499

Cost of pharmaceuticals 15 (8,418,919) (7,144,428)
Gross profit 2,970,261 2487071

Selling, general and administrative expenses 16 (2,390,460) (2,229,982)
Other operating income and expenses 17 1,186 180
Operating profit 580,987 257,269
Inrerest expense 13 (7,738) (7,111)
Foreign exchange (loss)/gain, net 18 (217,065) 44 280
Profit before income tax 356,184 294 438
Income tax expense 19 (76,418) (60,011)
Profit for the year 279,766 234,427
Other comprehensive income for the year = -

Total comprehensive income for the year, net of tax 279,766 234,427
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28 April 2021
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iktoriya Ndzarchuk

The accongpanyving notes on pages 5 to 27 arve an integral part of these financial statements.

2

599




Dr Reddy’s Laboratories Kazakhstan LLP

STATEMENT OF CASH FLOWS

For the year ended 31 December 2020

Financial statements

L thousands of tenge Notes 2020 2019

Cash flows from operation activities

Profit before income tax 356,184 204,438

Adjustments to:

Depreciation and amortisation 16 91,534 95,102

[nterest on lease liabilities 13 7,738 7,111

Provisions 20,254 12,763

Forex exchange (gain)/loss, net 217,065 (44,280)
Allowance for expected credit losses 16 9,918 8,238

VAT provision for damaged goods = 10,285

Provision for unutilized VAT - -

Inventory write-off to NRV 15 94,627 105,577

[nventory provision 16 16,317 13,137

Operating profit before working capital changes 813,637 502,371

Change in trade accounts receivable 438,907 (823,964)
Change in advanced paid (19,381) (23,344)
Change in inventories (123,522) 448,797

Change in other current assets (31,642) 34,819

Change in trade accounts payable (269,811) 142,928

Change in VAT payable 29,134 (40,997)
Change in other taxes payable (21,651) (6,4106)
Changes in other current liabilities 501 5,583
Changes in contract liabilities (34,791) (46,238)
Cash used in from operations 781,381 193,539

Income tax paid (52,041) (119,668)
Net cash from / (used in) operating activities 729,340 73,871

Cash flows from investment activities

Purchase of property, plant and equipment and intangible assets (13,576) (1,232)
Proceeds from disposal of property, plant and equipment 1,131 755

Net cash used in investing activities (12,445) (477)
Cash flows from financing activities

Repayment of lease liabilities 13 (82,323) (71,326)
Net cash flow used in financing activities (82,323) (71,326)
Net change in eash and eash equivalents 634,572 2068

Net foreign exchange difference (58,825) (17,157)
Cash and cash equivalents at the beginning of the year 8 57,996 73,085

Cash and cash equivalents at the end of the year 8 633,743 57,896

NaGoparopuc
Kazaxcran
Dr Reddy's
Laboratories
Kazakhstan

Chief Accou

28 April 2021
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The accompanying notes on pages 5 to 27 are an integral part of these financial statements,
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Dr Reddy’s Laboratories Kazakhstan LLP

STATEMENT OF CHANGES IN EQUITY

For the year ended 31 December 2020

601

Financial statements

Charter Retained Total
In thonsands of renge Notes capital earnings equity
At 1 January 2019 9 390,000 622,812 1012812
Profit for the year — 234,427 234,427
Total comprehensive income for the year = 234,427 234,427
At 31 December 2019 9 390,000 857,239 1,247,239
Profit for the yvear = 279,766 279,766
Total comprehensive income for the year = 279,766 279,766
At 31 December 2020 9 390,000 1,137,005 1,527,005
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The arcompanying noter on pages 3 to 27 are an integral part of these financial statements.
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Dr Reddy’s Laboratories Kazakhstan LLP Figancial statements

NOTES TO THE FINANCIAL STATEMENTS

For the vear ended 31 December 2020

1. GENERAL

Dy Reddy’s T.aboratories Kazakhstan F:1.P (the “Company”) was incorporated in’ the Republic of Kazakhstan as a limited
liability partnership on 23 November 2016. The Company statted its operations in April 2017,

The Company’s registered addsess is 905 office, 28V, Timiryazev street, Bostandykskiy district, Almaty, 050040, the Republic
of Kazakhstan. The Company is 100% owned by Dr. Reddy’s Laboratosies SA (“Participant”), a company established under.
the laws. of Switzerland, The ultitndte’ parent is Dr Reddy’s Laboratofies Limited, a company incorporated. in India.

The Company is principally erigaged in the fol lowing:

.. Wholesale selling of medicines and food supplement;
. Provision of marketingand promoticnal services. to the Ultimate parent;
The Comparty has cbtained State license for pharmaceudeal activity Now 17001757 dated 2 Febraary 2017:

‘These financial statements were authorized for issee by General Director and Chief Accountant on 28 April 2021,
2. BASIS OF PREPARATION

Statement of compliance

The. ﬁ_nan_cial statéments of the Compaty have been prepared invaccordance with-International Financial Reporiing Standards
(“IFRS”) as issued by the [nternational Accouating Standards. Board (“IASB”).
The financial statemients have been prepared on a histarical cast basis, except as described in the accounting policy’ and the

notes to these financial statements, The financial statements. are pLesenred in Kazakhstan tenge- (“tenge” or “KZT”) and all
values are rounded to the nearest thousand tenge, excéptw hefe-otherwise indicated.

Going concern’

“The financial stdtements of the Company are prepared on the basis that the Company will continue to be 1 going ¢onceain..
This basis of preparation of financial smtements presumes thae the. Company will continue to realize its assets and dlSCh’lrg€
{ts. liabilities in the ordinary course of business within the next 12 months from the date of signing the financial statemients.

Foreigh curréncies

‘The finaxicial statements dre présénted-in tenge, which is the funictional and presentation. curreney of the Company.
Transactions in foreign-currencies-are initially fecorded-in the functional currency at the rate of exchange tuling ac the date of
the fransaction.

Monetary assets-and liabilities denominated in foreign currencies ate translated to 'the spot.rate of éxchange ruling at the.
reporting date, Al differencey are tiken to the starément of comprehensive income.

Non-manefary items thatare measured in terms of Historical cost in a foreign currency are reansliced using thé exchange rates

as at the dates of the initial transactions. Non-monetary-items measured.at fair value in-a-foreign-curreacy are translated using

the exch’ang& rates.at'the date whenthe fair valueis detetmined.

Weighted average curtency exchange rates established by the Kazakhstan Stock Exchange (“IKASE™) are used as -official
currency exchange rates in the Republic of Kazakhstan.

"The currency exchange vateé of KASE.ds of 31 December 2070 was 420,91 tenge to. 1 1S dollas, Tl‘ns rate was used.to translate
monetary assets and liabilities denominated in'US doliars as of 31 December 2019 (2019: 382,59, tenge to 1 US dolla).

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

New and amended standards and intetpretations

The Company applied for the first time cerrain-$tandards and aménidments, Which-are effective for annual periods Beginning.
o or after 1 Janvary 2020, The Company has naort eatly adopred any other standard, interpretation or amendment that has
been issued but is not yet-effecdve.

The accounting policies adopted in the préparation of the financial statements are consistent with those followed in the’
preparation of the Company’s annual financial statements tor the yedr ehdéd 31 December 2020, except ot the adoption-of
‘new standards effective as of 1 January 2020,
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Dr Reddy’s Laboratoties Kazakhistan LLP Financial statements

NOTES TO THE FINANCIAL STATEMENTS (continued)

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

New and amended standards and intérpretations {continued)

The following new standards:and amendments became effective a5 at 1 January 2020:
. Amendments to IFRS 7, [FRS 9 and LAS 39 Titeress Ruve Benchmaik Reforsy,

. Amendments 1o LAS ] and [NS:8 Definition of Material;

» Amendments to (FRS 16 — COQT7ID-19-Related Rent Concessions,

. Conceptual Framework fof Financiat Reporting.

The nature and imipact of éich new standard, intefpretation and amendment is desctibed below:

Amendments.do IFRY 7, _IP'I{S' 3 and LAY 39: Dnterest Rate Ee{icﬁrﬁn&_n@ﬁffbwy

The amefidments to: 1FRS 7, IFRS 9 and [AS 39 Fivdidial Instraniénss: Recognition and Meusnrenent provide a.number of rchefs
which apply to all hedgmg relanonshlps thav are-directly affected by interest rate benchimark reform, A hedging relationship is
affected if the reform gives rise to uncertaintes about the titning- and/or amount.of benchmark-based: cash . flows. of the
hedged‘itém of the hedging instrumerit. These amendinénts had to impact ofi the Company’s financial statémerits, as it does
not have hedge relationship based on the interest rates:

Amendments to LAS 1 and 145§ Difaniititn of Maserial

Théamendments provide a néw definition of material that states “information is material if omitting, misstating or obscuring
it could reasonably be expected to influence decisions that the primaty users of genetal purpose financial’ smte_ments make on
the basis of those financial statements, which provide financidl information about A §pecific reporting entity’

The amendments clarify that materiality will depend on the nature or magnitude of information, either individually. ot in
combination with other information, in the context of the financial statemients. A misstatement of information is material if

it could redsonably be expected to mﬂucn{;e decisions made by the primary users; These amendments had no impact on the

financial statements of the Company, nor is there expected to be-any fiture impace.

AAmendmenty to IFRY 16 — COV D1 9-Related Rent Coniersivns

The amendmerits provide relief 1o lessees from applying. TFRS 16 guidance on lease madification accoundng: fot rent
concessions arising as @ direct consequence of the COVID-19 panderic. As a practical expedient; a lessee may elect not to
AS§ESE: \\hether a COVID-19 related rent concession from a lessor is a lease mochﬁcatmn A lesses thar makes this election
accounts for any change in lease payments- re-:ultmg from the COVID-19 related rent concession the same way it woukd
account for the:chanpe under IFRS 16, if the change were not 4 lease modificatiof,

The amendment is effective for annual periods beginning en-or after 1 June 2020, Early adoption is permitted. This
amendment had no efféct on the fifahcial statements of the Company.

Concgptual Framemwork for Einancial Rz;mm}}g deened an 29 March 218

The Conceptual Fratiewotk is nos 2 standérd, and nohe of ‘the concepts coneined therein ovétride the concepts of
requirements in.any ‘standard, The purpose of the Concéprual Framework is to assist the IASB in developing standards, to
help preparets. develop consistent accounting policies where there is no applicable-standard i place and to assist all parties to
understand and interpret the standards. This will . affect those entities which develop théir accounting policies based cri'the
Conceptudl Framework.

'I‘ he rewsed Canceptual Frameworl\ mcludes §otme tiew conccprq prowdcs updated dcﬁnmons md recogmnon ctitetia tor'

_stare.ment_s o_f th: (,or_r_lpaqy
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' D+ Reddy’s Laboratories Kazalhstan LLP Financial statements
- NOTES TO THE FINANCIAL STATEMENTS (continued)
3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cortinued)

Standards issued but not yet effective

New smndards, amendments and interprétitions issued but not yet effective up to the date of issuanes of the Company’s
e financial statements ate listed below.

The Compani inteads to ad_(jpt these standards; améndrments and interprérarions if applicable; when they become effective:

IERS 17 Insurane Contrects

lii May 2017, thie TASB issued 1FRS 17 Incirance Contructs {(IFRS 17}, a comprehensive new accounting standard for insurance
congracts covering recognition and measurement, presentation. and disclosure, Oncé. effective, IFRS17 will replace
IPRS 4 Inswrance Contracts {IFRS 4) that was issued in 2005: [FRS 17 applies to all types of insutance contracrs. {i.e., life, non-
life; direct insurance and re-insurance), regardless of the type of entities that issue them, as wi ell as ro certain guammccs and
financial instroments with digcretionary pdrticipation features. A few scope exteptions will apply. Fhe overall objective-of.
IFRS 17 is to provide an accounting model for insurance contracts that {s more uséful.and consistent for fnsurers, In contrast
to the reqmrements in IFRS4, which are lmgel\ based on. grandfathermg previous local accounting policies, IFRS 17 provides
a comprehensne ‘model for insurarice contracts, covering all relevant accounung aspeets.The cote of 1FRS 17 is the geneml
model, supplemented bi:

. A specific adaptation for contracts with direct participation features (the variable fee approach);
. A simplified :'appr_‘oil_ch {the premiuin allgcation approach) mainly for shore-dugdtion contacts,

IFRS 17 is effective for veporting petiods beginning on or:after 1 january 2023, vith comparative figlirés. required. Early-
— application is- perimitted, provided the entity also applies IFRS 9 and IFRS 15 on ot before the-dace it first applies 1FRS 17.
‘This standard is not applicable to the Company.

Amendnsents to LAS 1: Classification-f Léabilities as.Cirrvent or Nejt-current

In _[anuar) 2020, the LASB issued amendments to para.gmphs 69 to 76 of IAS:1 1w spcmf) the: fequirements for class:hmg.
liabilities as curresit or nofi-cuirent, The sthéndments ¢lasify: '

. . What is meant by 4 tight to defer settferent;.
. That a right to ﬁ_efer must exist.at the end’of the repotting péricd;
. That classi.ﬁcat:ior_l s u_naffecte_c_l._b}f the likelihood that an entity.will exercise its deferral right;
- . That only if an embedded derivative:in a-convertiblé liability is-itself an equity instrument would the termis.of a liability

natimpact its classification.

The amendments ate effective for annual fepordrg periods beginning on or after-1 Janbary 2023 and must be applied
- retrospectively, The Company is currently-assessing the impact the amendments will have on current practice and whether
existing loan agreements may require renegotiation.

]Qjér@;ire fo the Gonceptual Framework — Aviendwrents tp IFRY 3

Standards issued but not yer effective (continued) In May 2020, the [ASB issued Amendments to IFRS 3 Bispess

Combinatipns "'Rkﬁﬂme to the Concepinal Framework. The amendments are intended to.replace a reference to the Framework for

the Prepardtion and Ptesentation of Financial Statéments, issued i 1989, with 4 reférence to the Coneeptual Framework for
- Financial Reporting issued in March 2018 without slgmﬁc’mtl\' changing i its requirernents.

The Board alsc added an exteption to the recognition principle of IFRS 3to aviid the issue of porential “day 2’ gains or losses
ariging for liabilities and contingenc Habdites that would be- within the -scope of IAS 37 or IFRIC-21 Lavies, if mcuned__
. separately.

At the same time, the Board decided o clarify existing guidance in [FRS.3 for contingent assets thit-would not be affected by
replacing the reference to the Frameork-for-the Preparation and Presertation ‘of Financial Statenietits.

- The amendrients are efféctive t6r annual repoiting periods beginning on crafter 1 Tanuary 2022 and apply ptospecﬁ\felyi

-~
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NOTES TO THE FINANCIAL STATEMENTS (continued)

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
Standards issued but not yet effective (continued)

'.P.wpa._'?jl, P}’?.‘xf arid Egnipmeit: .Pwafe?fr before Intinded Uve— Amendments I?J__L;"I\S‘ 16

In'May 2020, the TASB issued Property, Plant and Equipment — Proceeds before Iitendid Use, which prohibits entities deducting fror
the cost of ar item of property, plant and equipment, any proceeds from selling items produced while bringirig that asset 1o’
the location and condition necessary for it to be capable of operating in the manner. intended by management. Instcad an
eatity recognises the proceeds from selling. such items; and-the costs-of producing those items, in profit or loss.

The amendment is effective for annual reporting:periods beginning on or after 1 January 2022 and must be applied.
Ietrospecuvel\ to ftems of property, phnt and-equipment made available for use on orafter the beginning of the earfiest period
‘presented when the entity. firstapplies the amendment.

The amendments are not expected to:have a material impact on the Company.:

Onerins Contrats — Costs of Fielfilting & Canltract — Ainviidnents to LAS 37

‘To May 2020, the [ASB issued amendments to IAS 37 o specify which 'Costs an entity needs to include when. assessing whether
a contract is, onerous or loss-making,

nor

The amcndments apply a “directly related cost approdch”, The costs thit relate direcrly to-a contract to provide goods: or
services include both incremental costs .and an allocation of costs directly related to contract activites: General and
administrative costs do not relate directly o 2 contract and are exclirded unless they ate explicity chargcable to the-
‘countegpatty under the contract.

The amendments are effective for antual repornng pcrtods beginhing on or after 1 J'mmt\ 2022; The (.omp'lny will apply

these amendments to. contracts for which it has not ver fulfilled all its obligations at thé beginning of the annual repcﬁrtmg'
petiod in which it fist applies the amendments,

Current versus non-currernit classification

The Company preseénts assets and liabilitiés in the statement of financial position based on current/ non-currerit classification.
An asset is curréncwhen iris either

. Expected to.be tealised ot inténded to be sold or consumed in the hormal operating cycle;

. Held primarily for the purpose of trading;

. Expected to be realised within 12 months after the reporting period;

. Cash of cash équivalent unless restricted from being exchanged of used to-setrle a hability for at least 12 morichs after
the reporting period.
All other assats are classified as non-current.

A Hability is corrent when either:

. It is expected ta be settled in the northal operating eycle;

. It is held .-primafil:y for the purpose of trading;

. [t is due to be sertied within 12 months after the r_eporti_ng perib‘d;;-

. “There i$:n0 unconditiofial right to defer the sertlement of the liability for at.least 12 months aftet the feportag period.

The Company classifies all other liabilities as ton-cutrent. Deferred rax assets and.liabilities are classified as non-current assets
and liabilities,
Fair value measurement

_Fmr value is the price that would be received to sell andsset or-paid 1o transfer a Hability in an orderly transacton between
market participants at the measurement date. The fair value measurement is based on the presamption ‘that the transaction to
sell the asset or rransfér the Hability takes place eithér:

- In the piincipal market for the asset or :Iia'bﬂi't}f;' or
. In the absence of p:inc_ipﬁl_rnarkct,_ in the.most advantageous market for the asset or Lability.

The principal ox the thost advantagéous miarket must be accessible by the Company.

8
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NOTES TO THE FINANCIAL STATEMENTS (continued)

3.  SUMMARY OF SIGNIEICANT ACCOUNTING POLICIES (continued)

Fair value imeasurement (continued) .

The fair value of an asset or a liability is measured usmg the assumptions that market participants would use when: pricing the
asset or liability, assuring that market participants act-in: their economic best interest.

A fair value measurement of a non- -financial asset takes intg account a market participant’s. ability o generate ecopomic
benefits by using the assetin its highest and best use of by sellingit to another market participant that would use the asset in
its highést and besé use,

The Company uses vajuation. techniques that are appropriate in the circumnstances and for which sufficient data are available
to medsure fair value, maximising the use of relevant observable inputs and minimising the use of undbservable inputs..

Adlassets and liabilities for which-fair value is-measured or disclosed in the financial statements are categorised within the fair
value hierarchy, described as folloivs, based on the lowest level input that i< significant to the fair value measurement 4s. 4
whole:.

. Level 1 = quoted {(unadjusted) market prices in active markets for identical assets or liabitities.

» Level 2. — valuation techniques for which the lowest level input that is significant to the fair vilue measurément is
directly or indirectly observable.

» Level 3 — valuition techniques for vwhich the lowest level | mput that is sighificant to the fair value measdréiment is
unobservable.

For assets.and liabilities that dre recogmscd tn the firdncial swtetnents on a recufring basis, the Company determines whether
tiansfers have occurred between levels in the hierarchy by re-assessing categorisation (based on the Iowest level input that'is
significant to the fair value measurement as:a whole) at the end of each reporting period,

Property and equipinent

Construction il progfess, property, and equipment i§ stated ar cost, net of accumulared depreciation and accumuldred
impairmerit {osses, i atiy.

Cost includes expenditures that are difecty attributable 0 the acquisition of thé agset. The cost of. self-construcred assets
includes the cast of materials and other costs directly attributable to. bringing the asset to a working condition for its intended
use. Borrowing costs that are directly attributable to the construction.or production of a:.qualifying asset are capltaluLd as part
of the cost of that asset. When parts of an-item of property and equipment have different useful fives, they are accourited for
as'sepatate items (major.components) of propeity and equipment. Gains-and losses. upot disposal of an item-of property and
equipment are détermined by comparing the proceeds from disposal with the cartying smount of property-and equipment
and are recogmzed netwithin “01’1’1!3.1. (income) /fexpense, net” in the statement of comprehensive income. The cost of replacing
part of ah item of properry.and equipment is recopized in the carrying amotint of the iem if it is probable that the future.
economic bénefitsénibodied within the part will flow into and’its cost can: be. measured reliably. The costs of repairs.and
maintenance are recogmaed in the statement of comprehensive income as 1ncurred Property and equipment. acqulred through
e‘(change of non-moneétary assets are measured at fair viloe; unless the, exchanpe transaction lacks commercial substance or
the iy value of eithet Lhc asset received or gsser given p. i3 dor reliably .mcf\sut'\ble in \v111c1-:‘ case the asser exc_hangc_ed 1S
recorded at the carrying amount of the assét given up.

Depreciation is recogmzcd in the statement.of comprehensive income on a.straight liné basis over the estimated useful lives

of propefry and equipment. Leased assers are deprecmred aver the shorter of the lease term and dheir useful lives, Teasehold
improvements are depreciated over the perlod of the lease agreement or the usefuyl life, whicheyer is shorter,

Depreciation methods, useful lives and rc_‘_sidual valies aie reviewed at aach reporting date, The es timated useful livés are as
follows:

. Furnitute, fixtures and office Equ'ipfxicnr:: 410 years;
. Computer equipment: 35 years:

Software for internal use, which i is pnmarlly acquited from third-parry vendors and swhich is an integral part of a tangible asser,
mcludmg consultancy charges fot implementing the softwate, is capitalized as part of the related tarigible asset. Subsequent
costs associated with maintaining such softwire are recognized ‘as éxpense 4s ineurred. The capitalized costs. are amortized
over the estimared useful life of the software or: the remaining useful life of the tangible fixed asset, whichever is fower.
Advances paid towards.the acquisition. of property and equipment. Dutstandmg At each reporting, date and the costof property
atd equiipment not ready to use before such date are disclosed under. capn;al work-in-ptogress. Assets not reddy for use are
not depréciated. . .
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- 'NOTES TO THE FINANCIAL STATEMENTS (continued)
3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Intangible assets
Intanglbie assets that are acqmred which have finite useful lives; are measured at cost less accumulated amortization and
— accumulated impairment losses. Subsequent expenditures are capitalized only when they increse the futdre economic benefits

embodied in the. specific. asset to which they relate. All other gxpenclrtures, in¢luding expefiditures oft"intcrriaty generated
goodwill and brands, is-recogtized in the statdinent of compiehiensive income as incurred..

Amottization is recognized in the'statement of comptehiensive income.on a straight-line basis over the estimated useful lives
of fnrangible assets or on any other basis that reflects, the pattern in shich the assev’s-future economic benefits are expected
to be consumed by the Company. Intangible assets that are not available for use are amortized from the date they are available

for use.
The estimatec useful lives.areas. follows:
- Product related intangibles: 5-15 yeais;
— . Other intangibles: 3-15.years,
The ambprtization period and thé amortization hethod for intangible assets with a-finite useful life dre reviewed. at edch
reporting date.
Impairment of non-financial assets
The Company: assesses, at each reporring date, whether there is an. indication that an asset ma§ be itpaired. 1f any indication
exists, or when annual 1mpa1rmenr testing-for an asset is-required, the. Comp:m} estimates the asset’s recoverable amount,
ey
An asset’s recoverahle amount ig the lngher of ari asset’s ot eash- -genexating unit’s {CGU) fair value less costs of disposal and
itg'value in use, The rccoverable amount is determined. for an individual asset, unless the asset does not generate cash inflows
that are largely independent of these from other assets’or groups-of assets. When the carrying amountiof an asset.or cash-
— generating unit ¢kcedds its récoverable amount, the asset is considered impaired and is writien dow to its recoverable amount.

In assessing vahie in use, the éstirnaced futire. ¢ashi-fowvs are discounted to their presént value using a pre-rak discounr rate
that reflects. cuirent rharkef assessments of the time valug of money and the risks specific to the asset. In determining. fair
value less costs of disposal, recent market rransactions are taken into account, 1f no such transacfions can be identified, an
approptiate valuation model is used, These calculations are corroborated by valuation multiples, quoted share prices’ for
pubht‘l‘; trided companies or other available fair value indicators.

The Company bases its impairtnent caleulation on detailed budgets and forecast calculations, which: gre prepared sepirately

e, fot each of the Company’s cash-generating unit to which. the individual assets ace alIocared These budgets-and forecast
calculations. generally cover a period of five years: For longer periods, 2 loog:term growth rate is-calculated and applied 1o
project future cash flows after-the fifth year.

Impairment losses of continuing operations-are recognised in the statement of comprehensive income in expense categories
consistent with. the functicn of the impaifed asset, except for propertles previously vevalued with the révaluation taken to
other ¢omprehensive income.. For.such propelrles the: ifnipaitmeént is. recogrised in’ other-comprehensive ifcome up to. the
amount of any previous revaluation.

‘An assessment is made at each reporting-dite to deterimine whethet there is-an indication that previously récognised
impairment losses no longer éxist or-have décreased, If siich indicatien exisys, the Company estimarés the asset’s or-cash-
geénerating unit's. recoverable amount.-A previously recognised lmpmrrnent loss is-reversed only if there has been a change in
the assumptions used to determine the asset’s recoverable amount since the last impairment loss was recognised. Thie reversal
is limited .56 that the carryifig amoufit of the asset does not éxceed.its recoverable’amount; nor exceed the cafrying amount’
that would have been determined, net of depreciation, had. no-imipairment Joss been recogmsed ‘for the asset in ptior years,
Such reversal is recognised in the statement of comprehensive income unless the asset is carriedata revalued amount. In this
case, the reversal is treated a5 a revaluation increase,
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NOTES TO THE FINANCIAL STATEMENTS (continued)

3.  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (¢continued)

Financial instruments — initial recognition and subsequent measurement’

A financial instrument is any contract that gives riseton financial asset of.one entity and a finandial linbility o equity instrument
of another entity.

Finaiicial assets

Lnttial reeoguition and miastrement

Financial assets are classified, at initial recognition, a5 subsequently measured -at amortised cost, fair value througly other
‘eomprehetisive income (QCI), and fiir value through proficor loss,

The classification of tinancial dssets at initial recognition depends on the financial agser’s tontractual cash flow characteristics
and the Company's. business- model for managing them. With the exception of trade receivables that do not contain 3
significant financing compenent ot for which the (,ompanj.r has applied the practical &‘(pcdlem‘ the Company mmaﬂv measures
a finascial aset at its fair vahie’ plus in the case of a.financial asset not.at fait value through profit or loss, transaction costs.

Trade teceivables that do not contalna-significant financing component or for which the Company has applied the practical
expedient ate measured at the transactiot price determined under IFRS.15: Refer to the:accoundng policies in section Revenue
from contracts with customers,

Ip-order for a fmanc1a] asset to be classified and measured at amortised cost or fir value through OC, it needs to give rise 1o,
cash flows that are “so lely _payments: of prmclpal and intérest (SPPI)” on. the principal amount outstandmg This assessment
is réferred to.as the SPPI tést and is performied at an instruiment level.

The Company’s busitiess model for managmg financial assets refers to-how it manages its Anancial assets in-order to. generate
tash flows. The business motlel derermines whether cash flows will result from coliecung contractual éash flows, sellihg: the
financial assets, or both.

Purchases or sales of financial assets that require delivery of dssets withina time frame established by tegulation or convention..
in the market-place (regular way trades) are recognised on the trade date, L.e, the date that the Company commits to putchase:
or-gell the nsset. '

For purposes of subsequent measurement financial assets are classified in four categories:

- Findncial assets at amorased cosi (débt‘-ins'_rt_u'm'eﬁts)_;

. Financial assets at fﬁi_r value throu_gh OCT with recycling of cum ulative gains and losses _(dcbt'instruments)";

. Financiil assets at fair v‘alue_-rhrough profit or loss;

. Financial assets designated at fair value through OCL with no reeycling of cumulative gains and.-losses upon:

-derécopnidon (eqult} instraments).
Stebuegient vrasuroment

Financia} assets at amocrtised cost {debr insiriments)

This. category is the most rélevant to the Company. The Company measures financial‘dssets dr amortised cost if both of the:

following conditichs afe men:

. The financial asset 1s held within . business. model with the objective to hold finaneial assets in order te collect
contractual cdsh flows;and

. The contractial terms- of the financial asset g-iw: rise ori specified dates to eash Hows that are: golely. payments of
principal'and interest on the principal amount outstanding:

Financial assets at amortsed cost are subsequently medsured using the effective interest (EIR) method and gre subjeét o
impaitmient. Gains and losses are recoghised in profit or loss when the asset is derecognised, modified or impaited,

The Companay's financial:assets at amortised cost includes trade receivables.

1




609

Dt Reddy’s Laboratories Kazakhstan LLP Financial statements

NOTES TO THE FINANCIAL STATEMENTS (contiriued)

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continucd)
Financial instruments ~ initial tecognition and subsequent measurement (continued)

Financial assets (continued)

Snbsequeiit masnrement (coniiied)

"Fhie, Company measures debt instruments-at fair value through QCLif both of thc"fbllowi'ng conditions-are met

. The financial asset is held within a business model with:the abjective of both holding to collect contractual cash flows
and selling; and
. The contractual terms of the financial asser give rise on specified dates to. cash flows thar are solely payments of

principal and interest on the principal amount outstanding,

For débt instruments 4t fair value through: OC], interest income, foreipn exchange revaluation and impairment losses or
reversals are recognised in the statement of pmﬁt ot.loss snd computed in the same manner as for financial assets measured
at.amiortised cost, The remaining fair vatue. changes are recognised in OCL Upan derécogrition, the cumulative fair value
change recognised in OCLis tecycled to piofitor loss:

At 31 Décember 2020, the Cofipdny did not have debt instruments 4t fair value through: uther cotnprehensive income.

ated at fair valug through OCI {equity

Upan initial- recogriition, the Company can-eleer to classify 1rrevocablv its equity investmeats as equity instruments designated
at fair value through. OCI when they meet the:definition of equity under 1AS 32 Financial Tnstriments: Presptation and are not
held for wading: The classification is determined on an instroment-by-instrument basis.

Gains and losses on these financial assets are never recycled to profit or loss. Dividends are recognised as other income in.the
statement of profit or loss when the right of payment hds been ésublished, except when the Company benefits: from such
proceeds. as 4 recovery of part of the cost of the financial asset, in which case; such gains are rccorded in OCI, Equity
Instrutieits de§1gnate_d &t fair value through OGI are not subject to impairment assessment.

At 31 December 2020, dhe Company did not have debt instruments at fair value throagh other comprehensive income.

Financial asseis av falr value through profit or loss include financial assets held for trading, financial assers. dcsigﬂated upon
irtidal recogition’ ac fair value through profit ot loss, or financial assets mandatorily required to"be: mensused at fair value.
Finaricial assets are classified as held for irading i they are acqmred for the‘purpose of selling in the near term. Derivatives,
including separated embedded. derivatives; are also classified as held for trading unless they are designated by the Company as
effective hedging instruments, Financial assets with cash flows that afe not-solely payments of principal and interest are
classified and measired at fair value through profit or loss, irfespective of the business model.

Nntmths:andmg the criteria for debt instruments.to be classified at amottised cost or ar:fir value through OCI, as described
above; debt instruments may be designated at fair value through profit of Joss on nitial recognition if doing so eliminates, ot
sighificantly retuces, an accounting mismatch.

Finanelal assets at fair value thfcugh profit-or loss dre carried in the statement of findncial. position at fair value wirh net
chatiges in fair value fecognised in the statemnent of profir or loss,

This catggoiy includes derivative instrumerits dnd listed equity investmentis which the Company had not irrevocably elected
to classify at fair value through QOCL A derivative embedded in a hybtid contract, with 2 financial hablhty or non-financial
host,-is sepatated from the host and accounited for as 4 sepamtc detivative if'the economic charaéieristics and risks are not
closely related to the host; & separate instrument with the same teftng s the embedded derivative would meet the definition
of a derivative; and the hybrid-contract is not measured at fair value through profit or loss, Embedded derivatives are. measured
at falir value with-changes'in fair value tecognised in profit or loss, Redssessient only occurs if there is éither a change.n the
teérms of the contiact that significantly modifies the cash flows that would otherwise be required or 4 reéclassification of a
financial asser ourof the fair value: through profit.or loss.

Aderivative embedded within. a hybrid contract containi‘ng‘a financial asser host is not accounted:for separately. The financial
asset host together with the embedded derivative is tequired to be classified in its entirety as a financial asset at fair-value
through- profit or loss.

12
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NOTES TO THE FINANCIAL STATEMENTS (continued)

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
Financial instruments — 'i'_ni't'_ia'l re_cogn.it_iun-and su_be_;equent measutement _{continu_ed)
Financial assets {continued)

Derecognition

A financial asset (o1, where applicable v pare of 4 financial assét ov part of 2 group-of simildr financial assets) is derecogniséd
(i.e. excluded Fom. the Company’s statement of financial position):

) The rights.to receive cash flows from the asset have expired; or

. The Company has transferréd its rights ta teceive cash flows from the asset.or hag-assumed an obligation to pay
the received cash flows in full without matérial-delay to a third party uader a *pass-through” arrangement; .and either:
{a} the- Comp'm) has transferred subsmmn].l\' all the risks and rewards of the asset, or.(b) the Company has neither
transferréd nor retained substantially-all the risks and rewards of the asset, but has transferted control of the-asset.

Impaitment of financial assets.

The Company recoguisés shallowance for expected credit losses (ECLLs) for all-débtinstiumentsnos held at fait value through
profit-ot loss. ECLLs are based on the difference bersween the contractual-cash flows due in accordance with the eontract and
all the cagh flows that the: Company expects 1o receive, discounted at an approximation of the 0r1g1n'11 effective interest rate..
The expected cash flows will includé cash flows from the sile of collateral held or othet credit énhancements thaf are Integral
to the contractual terms,

ECT4 are recognised in-two stages, For.crédir exposures for which there has novbeen a significdnt increase i credlt risk sthce
initialrecogrition, ECLs ate provided for credit losses that result from default eveas that are possible: within the next
12 months {a 12-month ECL). For those credit exposures. for which rhere has been a 51gmﬂcant increase in credit risk since
initial rccognlrion 2 Joss allowance is requlred for-credit losses expected over the remaining life of the exposure, irrespective:
of the timing of the default (a lifetime ECL).

For trade receivables and. contract assets, the Company applies. a slmphf ied approach in calculatmg ECLs. Thetefote,

the Gomipany does not tiack chiariges in'credit risk, but instead recognises # loss allowance- based -on lifetime ECLs at each
teporting date. The Company has established:a provision matrix thit is based on its historical credit loss experience, adjusted-
for forward- lookmg factors specnﬂc to-the debtors and the economic edvironiment.

Financial iabilities
Jriftiaf recopnition and meastiventent

Financial liabilities are classified, at initial recognition, as financial liabilities at fair value through profit-or loss, loans and
‘borrowings, payables, or as detivatives. designated as hedging instruments in an effective hedge, as s'lpprop'ri_ﬂtc.

All financial liabilities are recognised mmaily at fair value and, in the case of loans and borrowings and payables, net of directly
attriburable erddsaction costs.

The Company's financial liabilities inctudé fade arid other payables. The Company has not designated any financia| liabilities.
tpjon inital recognition as at fair value through profit or loss; derivatives designated as hedging instruments in effective
hedging,

Sithiequent measurament.

‘Financial liabilities at-fair value through profit or loss. include financial liabilitiés held for.irading and financial liabilicies
-dcslgnated by the Companv upon initial recogmtlon at fair value through profit or loss,

Gains-or losses on liabilities held for trading are recognised in the statement of profit-or loss,

Financial liabilities designated upon initial recognition at fait value through profit or loss are designated at ‘the initial date’of
recognition, ‘and only if the criteria in IFRS 9 are safisfied.

The Company has not designated any financial liabilities as:at fair value through profit or loss.
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NOTES TO THE FINANCIAL STATEMENTS: (continued)

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
Findncial instrtuments — initial recogtiition and subsequent measurement (continued)
Financial liabilities {contiived)

Dereragiition

A finatcial liability is derscognised when the obhgatlon under the liability is dischatged or cancelled or expires. When
an existmg financial liability is replaced. by another from the same lender Ba qubstamlz].ly different terms, .or the terms of
an existing hablht\ are substannall} modified, such-an exchange or modification is treated as the dﬁrccogmtmn of the. Origmal
liability and the: recognition of a new liability. The difference in the respective camrying amounts is recognised in the statement
of comprehensive income.

Offsetting of financial instruments

Financial assets and financial liabilites are only offset anid reported at-the net amount in the statemeit of financial pusition
when there is a legally enforceable right te offset the recognised amounts and the Company intends w either settle on 2 net
basis, to tealise the asserand settle the liability simultaneously.

Cash and cash equivalents:
Cash and cash equivalents'in statemicnt 6f financial position coniprise cash at banks and-on hand and shott-terin. deposits with

an otiginal maturity of three montlis or less from the origination date.

Inventories
Inventories are valued at the lower.of acquisition cost and net realizable value,

Casts incurred it the delivery of each product to its-destination, and bririging it into proper condition, ate récorded at puschase:
costs using the weighted-average method,

Net reatisable value.is the estimated selling price in the ordinary course of business, less the estimated costs of completion
and estimated costs necessary to make the sale.

Provisions
Greneral

Provlslons -are- recogmsc(] whien the Company has a present Obhganon (legal or constructive)-as g result-of a past even, it is
probable that an outflow of resources embodying economic benefits will be required to sertle the: obligation and a reliable
estimate can be made to serte this obligatiod. Where the Company expects some or all of a provision ¢ be reimbutsed, for
'exa‘mple under an insuratice ‘contract, the réimbursement is r‘ecogn’ized'as i separate asset but only when the réimbursement
is virtually certain. The expense relating to any provision {s presented in the statement of comprehensive income net of any
reimbursement.

If the effect of the time value of money is material, provisions are determined by means of discounting using a cutrent pre-ax
rate that refleits the risks specific to. the labiliry. Where discounting is used, the incréase in the provision due to the passage
of time is r_ecogms_e_d as finance costs.

Taxes:

Currentincome tax-

Current jricome tax assets and liahilities for the cutrent period are measured at the amount expected to-be recovered from or
paid to the taxation. authorities. The tax rates znd tax.laws used to compiite the amouint are’ those, that are ¢nactéd or
substantively énacted at the reporing date.

Curtent iricotne:tax relating to_items. récognised directly in equity is recognised in equity and. not in' the stitement of
compehensive income. Managemeat penodxcall} evalusites positions taken in. the tay returns with respect to situations in
which applicable tax regulations are subject to interpretation and establishes provisions-where appropriate.

14
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NOTES TO THE FINANCIAL STATEMENTS (continued)

3 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES: (continued)
Taxes (continued)

Deferred incoine tax

Deferred income tax is provided using the liability method on tedporary differences at the statement ‘of financial position
dare betweer the tax bases of assets and labilities and their cageying amounts for financial teporting purposes,

Deferied tax liabilities ave recognised for all ta¥able temporary differénces except wherte the deférred-tax liability arises from
the initial recognition of goodwill, asset or liability in-a transaction thar s not a business combination-and, at the time of the
transaction, affects neithet the accounting profit-not taxable profit ot loss,

Deferred tmx assets are recognised for all déductible emporary différences, carry forward of unused tax credits and unused
tax losses, to the extenr that it is probable that taxable profit will be available against which the deduerible remporary
defcicnccs, and the-carey forward of unused tix credits.and unused tax losses can be utilised. éxceéptwhete the deferied tax
asset relating to the deductible témpotary differenice arises from the initial recogrition of an asset-or liability, which is dot
resulted from business combination and at the time: of the transaction, affects neither the accounting profit nor taxable profit
or loss.

“The carrying amount of deferred tax assets is reviewed at-each reporting date and reduced to the extent. that it is no longer
probable that sufficient taxable profit will be available. to-allow all ot patt of the deférred fax-asset to be utilised. Unrecognised
deferred tax assets.are teassessed at each reporting date and are-recognised 16 the extent that it has become probable that
futuie taxable proﬁt will allow the deferred tax asset to be recovered,

Déferred tax assets and liabilities are measured at the tax rates that are expected to-apply In the year when the asset is. redlised
ot the liability is sertled, based-on tax rates (and tax laws) thar have been enacted or substantively enacted.at thereporting date.

Deferred tax telating o, irems recognized outside of the statemient of comprehensive intome is recognized outside of the
statement of comprehensive income: Deferred mx items ave recognised in correlation to the underlying wansacdon either in
the statement 6f comprehensive income or ditecdy in equity. .

Déferred tax assets and liabilities are offset, if a legally enforceable right exists to. set off ciirrent tax dssets against cugrént
incomeé tax liabilities and the deferred taxes reldte to the sathe taxable entity and the same taxation authoriey.
Value added tax (VAT)

Tax legislation provides for offsetting input VAT and output VAT on a ner basis. Thus, VAT receivable represents VAT-on
purchases net-of VAT on salés..

14AT payabie

VAT payable is accrued in accounting records in relation to tevenue from sales of goods; work.and services subject t0-V.AT
in accordance with the Tax Code of the Republic of Kazakhsran.

Where allowance has been made for impairinent of réceivables, an impairmient logs is recorded for the gross amount of the
debtor, including VAT. .

VAT receivable.

VAT receivable Is tecorded in accounting records in relation to purchased goods; work and services, which were purchased
with VAT and {f they were used in order to derive income.

At each reporting date, the VAT receivable is subject to offset agafnse the VAT payablé amount.
Reveniue from contracts with customers

.S’a:’e.'egfgood.r

The Company's: activities mainly rélated to supply: of mediciies to extérnal customers. and providing marketing and
promoctional servicés to ultimate parent, Dr Reddy’s Laborarories Limited, Revenue from contracts’ with customers-is
tecognised when control of the goods ot services are transferred to the customer at an amount that reflects the: consideration
te which the. Company expects to be entitled in exchange for those goods or services. The Company has concluded that it is
the prinéipal in all of its revenue arrdngements since it is the primary obhgor in'all the revenie arfangéments, has. pricing
liditade, and is also exposed 6 inventory and credit risks,

S
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NOTES TO THE FINANCIAL STATEMENTS (continued)

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
Revenue from contracis. with customers (continued)

Provition for chargeback, rebates and disconnts

Provisions for chargeback, rebates and discounts are estimated and provided for in the yedr of sales and recorded as reduction
of revenue. A chargeback-claim is & clalm made by the-wholesaler for the difference bstwcen the price at which the product
is initially invoiced to the wholesaler and the ner price at'which it is agreed ro be procuted from the Company. Provisions for
such chargeb'tcks are acctued and estimated based on historical average chargeback rate accually elaimed over 4 period of time,
curfefit cohtract piices with wholesalers and estimated invéntory holding by the wholesaler.

Sakesvetirng

The Compariy accounts for sales rerurns accrual by recarfding an allowance for sdles returns concutrent with the recognition.
-of revenueat the dme of a product sale. This allowance is based on the Company’s estimate of expected sales returns.
Setvives

Revenue from rendering of servicesis recognized when the services have been performed: Where the contrace outcome
«cannot be measuted reliably, revenue.is recognised: only to the extent that the. expenses incurred are eligible to be recovered,
Exipinses.

_Expenscs are recognlzed is incurred-and are teported in the’ sep’lr’ite statement of. cemprehenswe Income in the perlod £,
which they relate on the accrual basis,

Contract balances

Trade wid ather réceivablis

A recéivable: represents the Company’s tight to an.amount of considerdtion that is unconditional §.e,, onl} ‘the passage of time
is required before payment of the consideration is dug). Refer. fo accounting policies of financial assets in section “Financial
instruments — initial recopnition and _subs_cquent measurement”,

Contract labilitier

‘A contract liability is the obligation to transfer goods or services to a customer.for which the Gompany has received
consideration (or.dn amount of consideration is due} from the customer. Ifa customer pays consideradon before e Company
wransfers goods or-services to the customer, a ¢ontract liability is recognised-whei the payment is madé ot the payiment is due
{whichever is eatlier). Contract liabilities are recogrised as revenue when the Company performs under the contract, -

Leases.
The Company as lessec

Ii{g_f),t{qﬁh}y- aifett

‘Right-of-use assets are recognised at the-commencément date of the lease (L&, the date the underlying asset is.available for’
use,) Right-of-use assers are measuted at cost, less any accumulated deprccntlon and impalrrmient losses, anid adjusted for any
remeasurement of lease liabilities. The cost of right -of-use assets includes the ameunt of lease Habilities recopnised,. intial
direct costs. incusred, and lease pavinents madé at.of before the commericement date less any lease incentives received.

Right-of-use assets are depreciated on a straight-lite basis over the sheiter 6f the leéase term and the éstimared useful lives of
the assets, as follows:

» Motor vehicles: 4 years;

. Premises: 4 years.

16
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- NOTES TO THE FINANCIAL STATEMENTS (continued)

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
Leases (continuéd)
The Company as lessee {continued)

Lease fiabifities

At the comimencement ddte of the ledse, the Conipany rectgnises lease liabilities theasured at the present value .of lease
payments-to be made over thie lease term. The lease payments inchide fixed payments ﬁnciudmg in=substancé fixed payménts)
less any lease. incentives receivable, variable lease payments that depend on an’ mdc\ or a.rate, and smounts expected. to be
paid under residual value guarantees. The lease payments also. mclucle the exetcise price of a purchase optionreasonably cértain
to’ bie’ exercised by the Compiny and payments of penalties for terminating the lease, if the lease term reflects the Company

—
: exercising-the option to terfinate:
Variable legse payments that do net depend on. an index or-a rate are récognised as expenses {unless they-are incurred o
pradute inventories) in the period in which the eventor.condition thattijggers the paymeit ocouss.
Rl

Shoreterns leases and fases of low-rale assets

"The Compan\r applies the short-term lease recogriition exemption to Its short-term leases of warehouse (., chose leases that

s havea lease term of 12 months or less from the commencement date and do not contain a purchase optlon} It also apphcs
the ledse of low-value assews recognition exemption todéases that aré constdered to be low value, Lease payments on short-term’
leases and leases of low-value assets-are recognised as expensg on 4 straight-line basis-over the lease term,

— 4. SIGNIFICANTACCOUNTING JUDGEMENTS, ESTIMATES AND ASSUMPTIONS

The preparation of the. Company’s financial statements. in accordapge’ with iFRS and its accounting. policies requires
management to make: }udgemems estimates and a‘;sumpnom that affect the reported amounts of tevenues, sxpenses, assets

— and liabilities and theirdisclosures and. of contingent linbilities and:asséts. Uncertainty about these dssumptions.and estimates
could result_l_i_'_l ou_t_cqmes_t_h_at could require -a.material adjustment o the carrying amount of assets or habﬂ_lt;es affected in the
future,

The key assumptions concerning the future and other key sources of estimadon uncerminty at the repordng date, that have a.
sigmifiéant risk of causifig a material adjustiment to th carrying amaunts of assets.and liabilities within the next finandial year
are discussed below.

Assuimptions and gstimates. are baséd on the Company’s initial data, which it had-at the e of préparirion of the financial
statements, Howevef, cufrent circumstances and assumptions about the future may vary dug to marker changes or
circumstances beyond the control of the Company. Such changes are reflected in the assumptions when they occut,

]u'dgémcm‘s
{n the process of applying the Company’s accounting policies, managemnent has made the following’ ]udgemenrs, which have
the most significant efféct on the amounts recognised-in the consolidaced fidancial stateienesy

Estimartes and assumptions

Usfiid fife of praperty, plant and equiprent.

- ‘The Compariy assesses the remaining useful lives of irems of property, plant and equipment atleast at each financial year-end.
If expectations differ from previous estimates, the changes are accounted for as a change in an accountng estimate.in.
accordance with IAS § . Aeconsiting Pafzm.r, Cﬂar{ge: in Arm:mm{g Fistimates annd rrors. These estimates ma\' have a SIgmﬁcant effect
od the cafryiig amount. of property, plant and equipment and depreciation expense reflected: in the statemedit of
comprehensive income,.

Provision Ji‘br expected credit fosses @f’ drade receirables

- The Company uses 2 provision-matrix to calculate ECLs for trade receivables. The provision rates are based ondays past due
for groupmgs of vitious custdiner. segiments that Have: similar loss patterns (e, by geugraphv product type, custémer type
and fating, and ¢overage by letters of credirarid other forms eferedit insurance).




Dr Reddy’s Laboratories 'Ka'z_ak'hst_an LLe Financial statements

NOTES TO THE FINANCIAL STATEMENTS (continued)

4. SIGNIFICANT ACCOUNTING JUDGEMENTS, ESTIMATES AND.ASSUMPTIONS (continued)
Judgements. (continued)
Estimates and assumptions (continiued)

Provision far expecied credit Josses of trade véceivaties (cotised)

The provision matrix'is initially based ofi the Company's. historical observed defanlt tates. The Company. will calibrate
the matrix o adjust the histcrical credit loss éxperience with forward-looking informarion. For instance, if forecast economic
conditions (e, gross domestc product) are expected to determratc ‘over the next year which tanlead 1o an increased numiber
of defiults in the manufacturmg sector, the historical defagle rates are adjusted, Avevery reporting date, the historical observed

-defaulr rates ate. updated and changes in'the forward-looking estimates are analysed.

The assessment of the correlation betweén historical observed defaulé rates, forecast- -economic condltlom and BCls.isa

-51gmf icant estimate. The dmourit of ECGLs is sensitive to changes in tircumstances and - of forecast economic conditions.

The Company’s: hlstmlcal credit loss experience and forecast of economic conditions ‘may <lse noi be representative of
customér’s actual default in the future. "The information abour the ECLs on the Company’s trade receivables and contract
assets s disclosed tiv Nose:7.

Provision for field incentives

A provision is-recognised for expected payments 1o medical representative and marketing tear for achievements.of tﬁrget§

The- payrnent takes, place next quarter after receipt of Actual achievement-of tatget nitnbers. Basis of this provision is past
quatters’ achievements,

Lissed vacation ieserve.

Unused vacation reserve is recopnised forleave days thar were not used during a year. No payments-are. provided for unused
ledve days, instead: thesé days are caftied forward.

Prorision for performiance boniies

The Company recordeda prowmon related to bonus payments to office employees based on annual performance. Assumiption
used.to-calculate the provision was.that maximum. bonuses would be. paid: I¢ is expected that bonus will be paid in the first
quarter of néxe financial year,

Provisigir for pharmagy thaiy boiyses

The provision for bonuses is. recorded fot expected payments 1o pharmacies for achievement'of sales targe:s. Bonus is paid
next quarter-after receipt of actual achievement of target aumbers. Assumptions used 1o calculate the provision were based
On past-quarter sales.

Deferred income tax: arséis

Deferred tax assets recognizéd for all deductible temporaty differences t6 the eXtent that it is probable thar mxable temporaty

differences aid business nature of such. expenses proved; as well as on the successful 1mpTementat10n of tax planning strategies.
The retognised deferred income. tix assers ‘amountéd to. 234,202 thousand tenge as .at 31 Deécémber 2020 (2019:
200,008-thousand tenge): For more information refer to Note 79,

Revenue from coniracts with customers

The Company used the following judgments, which have a signiﬁcant'i'mp_act on theamountand t_fn_ling of revenue recognition.
under contiacts with customers:

The activity of the Company is related to sale-of pharmaceuticals and provision of markedng and. promotional services to
thee Uldmate parent, Dr Reddy’s Labiotatories Limited. Revenie from contracts with customens isitecognised when control of
the goods, or services are transferred to- the customer-at an amount thar, réflects the. consideration o which the Company’
expects 1o be entitled in e‘{ch'mgc for those: goods or services. All contractual obligations are treated as fulfilled upen shipment
of finishied products to customers.

18
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NOTES TO THE FINANCIAL STATEMENTS (continued)

4, SIGNIFICAN T.ACCOUNTING-_]UDGEM‘ENTS,_E'STI-MAT'E_S AND:ASSU_MP-TIONS (continued)
Judgemerits (continued)
Revenue from contracts with costomers {continued)

Deterniining the-Himing of tatisfaction of marketing and promotional services

The Company concluded: that revenue for marketing and promotional services is 1o be tecogtiised over dmeé hiecause
the customer simultaneously teceives and consumes the benefits provided by the Company. The fact that andtheér entity w ould
not need to re-perform. the service that the Compan} has provided to date demonstrates that the- customer simultaneously
receives and. consumes. the benefits of the Company’s pefformance as i performs.

Consideratiny vf significant firaeilg component in i contrivet:

'Normaﬂ} the Company only receives short-term advance: payments. They are iécorded within ‘other short-terni labilities:

According to existing-accounting policy with regard to shorr-term advance payments, interest was.not acciued.,

[n.accardance with IFRS 15; the Comnipany should determine whether agreements comptise a significant financing composent.
However, the Company decided to-apply practical expedient” provided for by IFRS 15-and will hor adjust promiseil amount
of consideration with due account: for impact of significant financing component in- agreements, if the entity exXpects at

conifact inception, that the petiod between when the entity transfersa promised good or service to a customer and when ihe.

customer pays for that good or service will be ohe year or less. Accordingly, the Comipany will not atcouiit for financing
component as-: apphcable for short-term. advance payments, even if itis significant.

- Deternitning merhod #n estimate variable considivativir and aisessing the coiistraiint

‘Phatmaceuticals sales contracts tnclude volume discounts that give rise to variable consideration. In estimating the variable

consideration, the Company is iéquited o usé either the expecred valug method or the most likely amount meéthod based on
which methad better predicts the amount of.consideration to whicli it will bé ertitled.

“The Company. determined the most likely amount methiod i the appropriate method to use ih éstimating the variable

consideration as phumaccu ticals sale contracts with single volume threshold,

5. PROPERTY AND EQUIPMENT

Movement in property and equipment comprise the following:

Lease holding Office _
Tt thonsand benge Computets Furniture -improvements equipment Total
Cost ar 1 January 2019 29,667 20,725 34,504 4,859 89,755
Additions 1,060 - - 172 1,232
Disposals {807} — - B4) {893)
Costat 31 December 2019 '29.920 20,725 34,504 4,545 90,094
Addidons 13,270 - - 306 13,576
Disposals (14,734). - - — (14,734)
Cost at 31 December 2020 28,456 20,725 34,504 5,251 88,936,
Accumulated. depreciation
Cost at 1 January 2019 (13,850) (2,583) {10,571) 945y (27,951)
Depreciation charge 9,669) (3,109) (11,501) ( 007) (25,286)
Dispaosals. 138 - - 138
Cost at 31 December 2019, (23,381) (5694 (22,072) _(_1,9.32) (53,099)
Depreciation. charge (4,707). (3,109) (11,501). (964) (20,281)
Disposals 14,549 - - - 14,549
Cost at 31 December 2020 {13,539y {8,803) '(33.,573) (2,916) _(58',831)
‘Net book value o _ _ o
At 31 December 2019 6,539 15,031 12,432 2,993 36,995
At 31 December 2020 14,917 11,922 931 2,335 30,105

i9
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NOTES TO THE FINANCIAL STATEMENTS (continued)

6. INVENTORY

I.nventories as of 31 December 2020 and 2019 were as follows:

31 Decembet 31 December

L thodsinids of renice ' 2020 2019
Pharmaceuticals 2,306,331 2,141,526
Food supplements. 77,255 213,166
Inventory piovision {45,699 {29,383)
2,337,887 2,325,300

During 2020, KZT 8,324,292 thousand was recognised as an expense ir-cost of sales (2019: KZT 7,038,851 thousand). During
2020, KAT 94,627 thousand was recogriized a3 inventory write-off to NRV (2019 KZ'T 105,577 thousand),

7. "TRADE ACCOUNTS RECEIVABLE

Trade accounts -r_ecé:_i.‘yf._;_i_blcs: as.of 31 December 2020 'at_‘_lc'] 2019 were as :l':'ollo_\'v's:

31 December 31 December

In theiisahdr of Kge 2020 2019
Trade accounts receivables 2,435,751 2,654,608
Trade accounts recelvables ~ discounts (757,539), (517,442)
Receivables from related party (Nose 20} 456,736 465,402

Less; allowance for expected credit losses (9,918) (8,238

2,125,030 2,594,330

"The movementsin theallowance fbr.exp_ec_tcd_' c:_re(']i"t losses were as follows for the vear _cnded_ﬁ-_l December:

It thomsands of fege 2020 2019

As at 1 January '8,238 19,146

Accrual (Note 16} 9,918, 5,238

Reversal (8;238). {19,146}
As at’31 December 9,918 8,238

Ttade accounts teteivables are non-dnterest bearing and are penetally onterms of 9¢ days.

-Asat 31 Deceinber 2020 and 2019, the ageing analysis of fradeé accounits receivable'is as follows:

N'eit'_hgr'_past. Past due but not impaired

-due nor Less than Over

Lir thonsandroof tengs ‘Total impaired 30days  30-90 days  90-120 days 120-360 days 360 days

2020 2,125,030 1,759,385 146,768 133,635 83,684 1,558 -
2019 2,504,330 2,416,082 178,248 - — - -
As at 31 December 2020 and 2019, trade accounts receivibles of..thc'COmpany--are denominated.in the following currencies:

3 December 31D ecember

1 thonsanids of teags 2020 2019

Tenge 1,668,294 2,128,928
U8 dollars 456,736 . 465,402

2,125,030 2,594,330

8. CASH AND CASH EQUIVALENTS

Cash:and cash equivalents as of 31 December 2020 and 2019 were represented by. cash at banks in the following currencies:-

31 December 31 December

T Hhossands.of tenge 2020 29
Tenge 210,164 57,996
US dollar 423,579 -
633,743 57,996

20
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NOTES TQ THE FINANCIAL:STATEMENTS (continued)

9, CHARTER CAPITAL
As 31 December 2020, chatter capital of the Company amounted to [CZT 390,000 thousand (201 9;'--KZ'I‘ 390,000 thousand).

10. TRADE AND OTHER PAYABLES

Trade and other payables as of 31 December 2020 and 2019 were as follows:

_ 31 December 31 December

Jut-thpasands of euge 2020 2019
Trade payables to related parties (Nate 20} 3,632,666 3,795,505
‘Other payables 78,325 68,625
3,710,991 3,864,130

As 31 December '2_'020 and-2019, the Company’s. trade accounts payable were denominated in the following currencies:

31 Décember

31 December

In thonsands of fege 2020 2019
US:dollar 3,632,666 3,795,505,
Tenge 78,325 68,625,
3,710,991 3,864,130
11.  PROVISIONS
Provisions as.of 31 December 2020 and 2019 were as folows:
31 Décember 31 Dgcember
_er thosands of tedge 2020 2019
Provision for. pérformadce bonus 63,204 I
Provision f_o'r_ﬁeld iricentives _31',_39_6_ 48,442
Utiused vagation reserve 30,863, 34,070
Provision for pharmacy chain bonuses 10,568 5,488
136,031 115777

12, CONTRACT LIABILITIES

Contract liabilities for the, year edded :.’5'1__ December 2020 _cc_)mpr_i"é_cs* ren:ospc_cf_iva-- volume discounts accrued for
pharmaceuticals sales to advance payers'in the amount of KZT 1;229-th0usand (31 December 201%: KZT 36,020 thousand).

13. LEASES

Right-cif:-usf: assets as of 31 December 2020 were as follows:

14 thonisand of fenge Premises Motor vehicles Total
Cost at 1 January 2020 20,665 102,743 123,408
Additions - 18,590 18,590
Modification 38;596 - 38,596
Depreciation charge (18,663) (52,241) (70,004)
‘Cost-at 31 December 2020 40,598 69,092 109,690
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13..  LEASES (continucd)’

Lease liabilities a3 31 December 2020 were'as follows:.

31 December.
L hossaeds of tinge 2020
At 1 January 2020 123,964
Additions 18,590
Modificaiion 38,596.
[nrerest expense 1,738
Foreign exchange 21,093
‘Payments (82,323
At 31 Décember 2020 127,658
Lurrent 47,304
‘Nen-current 40,354
14. REVENUE FROM CONTRACTS WITH CUSTOMERS
Revenue for the year ended 31 Decetnber 2020 and 2019 camprised the following:
L thinsands of renge 2020, 2019
Pharmaceuticals sales 10,777,763 8,714,908
Tess: discounts _ (944,969) (753,814)
-Marketing and promotional services w related party (Nok 20) 1,556,386 1,670,405
11,389,150 9,631,499

As ac 31 December 2020 and 2019 marketing and promotional services represénts reimibursément from Dr Reddy’s
Laboratories Limited for the Company’s operating costs.incutred at performing marketing and promotional services plus 4%

mark-up. All goods are sold, and services are rendered in the'Republic of Kazakhstan,

Serout below is disaggregaton of the Company’s revenue from contracts with customers by timing of revenue recognition:

For the year ended. 31 December 2020°

“Pharmaceuticals. Matketing

_ sales less services to
In thaivsands of tenpe disconnts, telated paity Total
‘CGoods ransferred ar a point of time -9',832__,_'_}_‘94' - 9,832,794.
Services transferred over time - 1,556,386 1,556,386.
9,832,794 1,556,386 11,389,180

For the vear ended 31 December 2019
Pharrhadeuticals Marketing;
sales less. services to _

I thousands of enge discounts’ related: pafti-’- Total
Goods transferred ata point of time 7,961,094 _ - 7,961,094
Services transferred over time — 1,670,405 1,670,405
7,961,094 1,670,405 9,631,499

15. COST OF PHARMACEUTICALS
Cost of -p}_iarmacc_uricéls for the year ended 31 December 2020 and 2019 comprised the following:

31 December- 31 Dccc_r__n_ber

Doz -thousauds of respe 2020 2019
Marerials ) 8,324,292 7,038 851
Inventoty write-off o NRV. 94,627 105,577
8,418,019 7,144,428
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16.  SELLING; GENERAL AND ADMINISTRATIVE EXPENSES

Selling, general and administrative expenses for the vear ended-31 December 2020 and 2019 comprised the following:

31 Decernber

31 IDecember

In thotisands of venpe 2020 2019

Personnel experises 1,344,202 1,247,024,
Advettising and marketihg 647,672 498,285

Depreciation and amortization. 91,534 95,102
Profes sional services 62,952 63,554

Rent 57,919 44 677

Tectures 45,589 96,1 a9

Business: tripr experises 24,723 38,230

Provisions 20,254 12,763

Inventory provision. 16,317 13,137
Allowances for expected credic losses 9,918 8,238

Récruitment expenses. 6,645 6,178

Materials " _ ‘5,502 2,980

Vatprovision for damaged good - 10,283

‘Other 57,233 93,420
2,390,460 2,229,082.

17, OTHER OPERATING INCOME AND EXPENSES
Other operaring income comptised the following for the year ended 31 December 2020 and 20{9:

31 December

31 Decémber

In Howsands of renge 2020 2019
l_nc_Ome.-fr_c_}m dispasal of assets 1,316 -

‘Other income 43 180
Cther expenses (173) -
' 1,186 180

18. FOREX EXCHANGE GAIN/(LOSS), NET

“Thé- Compaity has significant trade receivables and payables from parent companies denominated in-foreign ¢urrencies and
cash.and cash equivalents in foreign currency. Foréign exchangeloss for the vear ended 31 December 2020 amounted to

217,005 thousands (2019: foreign exchange gain KZ'T 44,280 thousands).

19. INCOME TAX
Income tax expense comprised the following ﬁJ_r the year ended 31 December 2020 and 2019::
31 December

3 1 December

Y thiiuscinds of tenge 2020 2019
Current corporate i_hc_ome_ tax expense 162,853 63.,1 75
Deferred income tax benefit {26,435} 3,164
Income tax eéxpense 76,413 60,011

‘A reconciliation of income tax. expense applicable to profir before income tax atthe statutory income tax rate 20%.in 2020

and 2019} to income taX éxpense.was as follows:

31 Decembet 31 December
dat thourands af dnge 2020 2019
Profit before income tax. 356,184 294,438
Stawtory rate . 20%: 20%
Income tax at statutory eate 20% 71,237 58,888
Permianent differerces 5,181 1,123,
Income tax expense 76,418 60:n1
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19,  INCOME TAX {continued)

Deferred tax balances, calculated by applying the statutory tax rates irl effect at the respective reporting date to the emporary
differences between the basis of assets arid liabilities 4nd the amounts réported in the financial statemeiits, are as following at

31 December 2020 and 201 9.

Chatgé to Chargg to

31December- 31 Décember  profit ot loss profit or loss

In thassands of tenpe 20200 2019 2020 2019
Defesred tax asset

Accrued disecunts for distéibiitors 151,754 110,692 41,062 (29,842)

“Reseyve for pharmacy ¢hain, performance bonuses: o ' )

and fleld incentives 21,523 17,907 3,616 1,429
Inventory write-ofF 16 NEV 18,925 39,247 (20,322) 21,116
Provisian for invéntoly Write off 9,140 5,877 3,263 2,478
Reserve for accrued expense 8,681 12,900 (4,219) 4414
Unused vacation reserves 6,173 5,355 618 1,430
Propérty, plant and equipment 4,976, 2,895 2,081 (2)
Provision for damaged goods VAT write off.

(other) 2,057 2,057 - 2,265
ixpected credit losses 1,984 1,648 336 (2,181)
Taxes accrued within paid 1,230: 1,230 - 2,057
Net defeérred tax assets 226,443 200,008 26,435 3,164

20. RELATED PARTY TRAWSACTIONS

‘Related party transdctions wete' made on terms. agreed to between the parties thar may not necessarily be ar matket rares.
CQutstaniding balances at the vear-end are unsecured, interest free and séttlethent oecurs in ¢ash.

The followmg table provides the total amaunt of transactions, which-have been entered into with related parties during 2020

and 2019 dnd the related balances as it 31 December 2020 and 2019:

Balances with related parties

31 December

31 'Dc'c_ember'

I thonsands of benge 2020 2019
Tr_ade payables ﬂVbl‘e 10 -
DrReddy's Laboratories SA = Parent 85,781 68140
Dt Reddy’s Laboratoiies Limited — Ulfirate parent 3,546,885 3,727,359
' 3,632,666 3,795,505
31 December 31 December
Tyr- thosesands of tesive 2020 2019
Trade receivables (Wote 7) o
Dr Reddy’s Labotatories Limited — Ultimate parent 456,736 465402
456,736 465,402

Relateéd party transactions

31 December

31 Deéecembey-

T thansands of tenge. 2'0.20. 2019

Purchases

Di-Reddy’s Laboratoriés SA - Pirenc 249,003 391,563

D+ Reddy's Laboratories Limited — Ulimate parent 9,333,581 7,718,317
9,582,584 8,109,880
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20, RELATED PARTY TRANSACTIONS (continued)

Related party transactions {conitinued)

31 Decembet 31 December

— In thowsands of renge 2020 2019

Revenue (Note 14).

Dr. Rcddy 5 Laboratﬁrles Limited — Ulamate parent 1,556,386 1,670,405
- 1,556,386. 1,670,405

Compensation to key management personnef

Key management persiinnel consist'of 1 person as at 31 December 2028 (31 December 2019: 1 person). Total compensation
paid to key management personnel dLlllnb 2020 rounded to KZT 106,190 thousand (i 20191 KZT 97,539 théusand).
Compensation of key management consists of salary and other short- -term beneﬂts

2. COMMITMENTS AND CONTINGENCIES

'Legal-ip'ruccedings

1o the opinios of the managererit, there are nd curtent legal proceedings ot other claims-ouistanding, which could have 2
material effect on the result-of operations or financial position. of the Company, and which have not heen recognized or
disclosed in these findancial statements:

Taxation,

Kazakhstan's tax legislation and regulations are subject 1o ongping changes ‘and varying interpretations. Instances of
inconsistent opinions berween local, regional. and national tax. authorities regarding IFRS interpretation of recognition of
— revenue, expenses and. other items-of the ﬂn’lncnl statements, The current regime of penaltles and mterest related to
untepotteil and discovered violations of Kazakhstan law age severe. Fifies aré generally 50%-80% of any taxes. additionally
Assessed and intetest fs assessed at the refinancing rate established by the National Bark of Kazakhstan- mulnphed by 1.25.
As a result, penalties and interest can amouat to. mulupleq of any assessed taxes. Flscal periods remain open to review by tax
authotities for:d (five) calcndal years. pmcedlng the year of review, Under certdin circumstances; reviews. may cover longer

periods. Because of the uncertainties associated wich Kazakhstar’s tax system, the ultimare amount of tixes, panalties and
interest, if any, may be in excess of the amourit expensed to.date and accrued at 31 December 2020;

- s at 31 December 2020, the management believes that its interpretation of the relevast legislation is appropiiate; and that
the Company’s tax and customs positons will be sustaited.

Transfer pricing

Usnder the Kazakhstan transfér pricing law, transactions between related parties, international téade operations, and opérations

with eritities; which have tax prefereiices, are subject o the state control, ln ¢ase of deviation of ransaction price fom marker

pricg, the tax authorities have the righe e ad}ubt winable items wirh lmpuqumn of additional rax asscssmerits plus fines and
- interest penalrles "The wansfer. pricing 14w lacks démiled guidande as to -how thesé rules should be applied in practice, and

determindtion of the Company’s tax liabilities within- the cotitext of the transfer pricing regulations: tequires an/interpietation

of transfer pricing law. .

The Company conducrs transacdons _subject to state transfer pricing control It is possible, with the evelution of the.
interpretation of tax and'transfer pricing law in Kazakhstanand the Changes in the approach of-the Kazakhstdn tax authorities,.
that'such transactions’ éould be challénged in the furure. Whilst thetg is n.risk thit Kazakhstan.tax authorities may challenge
i€ transfer pricing policies applied, the Compam’ s management believes that they would be %ucceqsful in defendmg any such
- ' challenge .

Coromnavirus p';indcm.ic‘and matket cohditions

Since March 2020, there has been significant volatlity in'the stock, foreign exchange and commodity markets, including a
drop in oil pnces and a devaluation of the tenge againist the US dollar and euro. In addition, due to rapid spread of the.
coronavitus. (COVID-19) pandemm on 16 March 2020, the government of Kazakhstan declared a state of emergency until
16 April 2020 and then exrended ituntil 15 Mdy 2020, including quarantinés in major cities which had-a significant impiact-on
the level and scale of business activity. Latér, the goverhment of Kazakhistan infroduced a'tiew quataridne penod from 5 July
2020 tg'2 Auguse 2020,

!
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NOTES TO THE FINANCIAL STATEMENTS (continued)

2.  COMMITMEN'TS AND CONTINGENCIES (continued)

‘Coronaviris pandemic and market conditions (continued)

“The coranavirus pfmdcmm has turned into-a global economic erisis, Strong demand foricertain medications suggests that the
“impact of the crisis is less severe forthe pharmaccumcal industry than for other industries.

The Company believes tharas. of 31 Dec.‘.mber 2020 and date ofissuance of these financial statements there w ere no indicators
of impaitment and gomg concetn issues, As uncértainty: about marker trends and economic conditions may remaia constant
given the length of dme the GOVID-19 has spread and the cotintry’s countermeasures, actual fesults in any Future periods
‘eould differ miterially from estifnates, The Compant will cotitinue © monitor the situation closely.

22: FINANCIAL INSTRUMENTS AND FINANCIAL RISK MANAGEMENT OBJECTIVES AND
POLICIES

The Company’s prmc1pal financial instruments consist of eash and cash cqmvalumq as well as accounts receivable and accounts
‘payable. The main risks atising: frotn financial instruments. of the Company are miatket Fisks (t‘ormgn cusrency. risk}, :qmdm-
“and credit risks. The Company-fucther monitors the market risk, creditand i1qu1dxty risks atfsing: £iosn all Anancial instrumeigs,

Currency risk.

Cuttenicy risk is the risk that the value of financial instruments will fluctuate due to changes in foreign exchange rates. Asa
-resulr of significant accounts payable denomimrcd in US dollars, the Company’s statement of financial position can be affected
s1gmﬁcantl\ by movement in-the US. dollar /° tenge exchange rates.

The fallowing rable demaonstrates the sensitiviry o a reasonably possible change in the us dollar exchange rare, with all the-
vatiables held constant, 6 the Compzmy s profit before income tak {due fo chinges in the fair value of mohetary assets and-
liabiliries} for the years ended 31 Decembet 2020 and 2019,

Increase/ Effect on
decrease in profit befote.
Lir thousands of tenge 1§ dollar rate _income tax.

As of 31 December 2020 o
US'dollar 14,00% (567,874)
=11.00% 446,187

As of 31 Decembet 2019

‘LIS dollar 125 {399,612)
—9[ru- 259709

Liquidity risk-

Liquidity risk is the risk that the Company will encounter difficulty in raising funds to meet commitments.associated with its
‘financial instruments, Liquidity risk may resulc Frorhy an inability o sell a financial asset quickly at close to its fair vahue. Liquidity
requirements .are. pionitored .on a rcguiar basis and managcment cnsurcs' that sufficicnt funds arc awuiabic 10 meet any
commitments as they atise, The Company's-financial liabilities are payable-on demand with aversagé matirities of less than.

S months;

The tible below suminarizes: the miturity profile of the Company’s firiancial liabilifies at 31 December 2020 and 2019 based
on cadteactyal nndiscounted paythents,

Less than ) More than
Tu thairsandy of fenge. On demand 3 months 6 months 1 year 1 year Total
31 December 2020 o
Ttade accourits: paya_b_lc - 3,632,660 - - = 3,632,666
Lease liabilities: - 21,869 46,481 58,680 7,235 134,265
Other pavablcs - 64,875 8,038 792 4,620 79,325
- 3,719,410 54,519 59,472 11,855 3,845,256
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NOTES TO THE FINANCIAL STATEMENTS (continued)

22, FINANCIAL INSTRUMENTS AND FINANCIAL RISK MANAGEMENT OBJECTIVES AND

POLICIES (continued)

Liquidity risk (continued)

I.€ss than Moré tharn
I thonsands of tenge On demand 3 mionths 6 months 1 vedr 1 year Total
31 December 2019
Trade accounts payable - l_,57’-1',096' 2,182,365 - - 3,753,461
{Other payables 11,160 19,003 554 — - 30,717
11,160 1,590,099 2,182,919 - - 3784,178

Credit risk

Credit risk {3 the risk of financial loss to the Cbmp’my if a customer or counterparty to 2 financial instrument fails 1o meet-its
conrractual obligations and arises prificipally frém the Company’s receivables from distributors and bélances with banks.
The masimum exposare is the cirrying amount-of teceivables as disclosed in Nos-7,

With respect to credit risk arising from the othier financialassets of.the Company, which comprise cash and cagh equwa lents’

and other accounts receivable, the-Company exposure to credittisk atises from default of the countetparty, with a miaximuin
exposute equai to the carcying amount of these instruments.

Faii value

Fair value of the Company’s financial instruments approximates theie. casrying value.

The-cutrent vatue of monerary assets of the Company approximates their Fair value due to the short-term maturity of these:

financial instruments,

23. EVENTS AFTER THE REPORTING DATE

Afterthe reporting date there have been no significant events that requite adjustmerits or references i the financial statements
ot notes thereto.

27
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Independent Auditor’s Report “Dr. Reddy’s Laboratories” LLC

Independent Auditor's Report

To: Management and owners
of “Dr. Reddy’s Laboratories” LLC

Opinion

We have audited the financial statements of “Dr. Reddy's Laboratories” LLC (hereinafter referred
to as the Company), which comprise: the statement of financial position as at December 31, 2020,
the statement of comprehensive income, statement of changes in equity, and statement of cash
flows for the year then ended, and notes to the financial statements.

In our opinion, the accompanying financial statements present fairly, in all material respects, the
financial position of the Company as at December 31, 2020, and its financial performance and its
cash flows for the year then ended in accordance with the Law of Ukraine "On Financial
Accounting and Financial Reporting in Ukraine" and provisions of the Ukrainian Accounting
Standards (the UAS).

Basis for Opinion

We conducted our audit in accordance with the Law of Ukraine "On Audit of Financial Statements
and Audit Activity" and the International Quality Control, Auditing, Review, Other Assurance and
Related Services Pronouncements (ISAs) adopted by the International Auditing and Assurance
Standards Board (IAASB). Our responsibilities under those standards are further described in the
Auditor's Responsibilities for the Audit of the Financial Statements section of our report. We are
independent from the Company in accordance with the Code of Ethics of Professional Accountants
of the International Ethics Standards Board for Accountants (IESBA Code) and with the ethical
requirements relating to our audit of consolidated financial statements in Ukraine, and we have
fulfilled our other ethical responsibilities in accordance with these requirements and the IESBA
Code. We believe that the audit evidence we have obtained is sufficient and appropriate to provide
a basis for our opinion.

Other information

Under the legislation of Ukraine, Management of the Group is responsible for submission of the
Management Report together with the financial statements, in accordance with the Law of Ukraine
"On Financial Accounting and Financial Reporting in Ukraine".

Our opinion on the financial statements does not cover such other information and we are not
making opinion with any level of assurance regarding such other information.

With regard to our audit, our responsibility is to familiarize ourselves with the other information and
herewith to review whether there exists material discrepancy between the other information and
the financial statements or our knowledge obtained in the course of the audit, or whether such
other information is likely to contain material distortion.

If, based on the work carried out by us with regard to the other information received prior to the
date of the Auditor's Report, we conclude that there exists material distortion of such other
information, and we are obliged to inform the Company about it.

We have not detected facts to be included into our Report.

Responsibilities of Management and Those Charged with Governance for the
Financial Statements

Management is responsible for the preparation and fair presentation of the consolidated financial
statements in accordance with the Ukrainian Accounting Standards (UAS), and for such internal
control as management determines is necessary to enable the preparation of consolidated
financial statements that are free from material misstatement, whether due to fraud or error.
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In preparing the financial statements, management is responsible for assessing the Company's
ability to continue as a going concern, disclosing, as applicable, matters relating to going concern
and using the going concern basis of accounting unless management either intends to liquidate the
Company or to cease operations, or has no realistic alternative but to do so.

Those charged with governance are responsible for overseeing the Company’s financial reporting
process.

Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a
whole are free from material misstatement, whether due to fraud or error, and to issue an auditor’s
report that includes our opinion. Reasonable assurance is a high level of assurance, but is not a
guarantee that an audit conducted in accordance with ISAs will always detect a material
misstatement when it exists. Misstatements can arise from fraud or error and are considered
material if, individually or in the aggregate, they could reasonably be expected to influence the
economic decisions of users taken on the basis of these financial statements.

As part of an audit in accordance with ISAs, we exercise professional judgment and maintain
professional skepticism throughout the audit. We also:

o Identify and assess the risks of material misstatement of the financial statements, whether due
to fraud or error, design and perform audit procedures responsive to those risks, and obtain
audit evidence that is sufficient and appropriate to provide a basis for our opinion. The risk of
not detecting a material misstatement resulting from fraud is higher than for one resulting from
error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the
override of internal control.

e Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the Company’s internal control.

e Evaluate the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by management.

e Conclude on the appropriateness of management'’s use of the going concern basis of
accounting and, based on the audit evidence obtained, whether a material uncertainty exists
related to events or conditions that may cast significant doubt on the Company’s ability to
continue as a going concern. If we conclude that a material uncertainty exists, we are required
to draw attention in our auditor’s report to the related disclosures in the consolidated financial
statements or, if such disclosures are inadequate, to modify our opinion. Our conclusions are
based on the audit evidence obtained up to the date of our auditor’s report. However, future
events or conditions may cause the Company to cease to continue as a going concern.

We communicate with those charged with governance regarding, among other matters, the
planned scope and timing of the audit and significant audit findings, including any significant
deficiencies in internal control that we identify during our audit.

REPORT ON REQUIREMENTS OF OTHER LEGISLATIVE AND
STANDARD ACTS

Main data on the audit entity

In accordance with the requirements of Article 14 of the Law of Ukraine "On Audit of Financial
Statements and Audit Activity", please find below the principal data on the audit entity which
carried out the audit, and the circumstances the audit engagement was performed in.
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The audit of the annual financial statements of the Company as at 31.12.2020 was conducted by
the Auditor under Contract for Performance of an Assurance (Audit) Engagement dated November
18, 2020 No. 20/1011-Y, within the period from 10.12.2020 till 26.01.2021.
Full name Audit Company Crowe Ukraine Limited Liability Company
S 1a Zadorozhnyy Lane, 03040 Kyiv
Information on inclusion into the Registration number in the Register of Auditors and Audit
Register Entities 3681

The Partner for the audit engagement resultlng in the present Independent Auditor's Report, is
Halyna Neplyuyeva.

£ 'lq

[ ol 3900
Partner / Director on Audit ok ( ’ i :
(number in the Register £,

of Auditors and Audit Entities 100613)

Olga Samusieva

Engagement Partner / Auditor

Halyna Neplyuyeva
(number in the Reglster

March 15, 2021
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Crowe

Contact
information

1-A Zadorozhnyi Lane, 03040
Kyiv, Ukraine

Tel.: +38 044 391 3003
office@crowe-ac.com.ua

2A, office 319, Velyka Arnautska
Street, 65048 Odessa, Ukraine
Tel.: +38 048 728 8225
odesa@crowe-ac.com.ua

42 Tobolska Street, 61072
Kharkiv, Ukraine

Tel.: +38 057 720 5991
kharkiv@crowe-ac.com.ua

avr@crowe-ac.com .ua

account@crowe-ac.com.ua

www.crowe.com.ua

“Dr. Reddy’s Laboratories” LLC

About us

AC Crowe Ukraine is member of the Crowe Global international audit
network, 8" largest in the world, consisting of independent firms,
which render audit and consulting services in 130 countries of the
world from 765 offices. Our Company represents the network with
excellent reputation, demonstrating the highest quality standards of
work and provision of highly professional services.

Crowe AVR is a service company of AC Crowe Ukraine, specializing
in appraisal, consulting, and investigation services.

Crowe Accounting Ukraine is a service company of AC Crowe
Ukraine, specializing in rendering services in the field of accounting
and consulting on hsika cneuianisyeTbcs Ha HagaHHi nocnyr y cegepi
GyxranTtepcbkoro o6niky Ta KOHCYNbTyBaHHI 3 KAAPOBMUX NUTaHb.
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Annex 1
to National Ukrainian Accounting Standard No. 1
"General Requirements to Financial Statements”

Codes
Date (year, month, day)] 2020] 01] 01
Company "D-R REDDY'S LABORATORIES" LIMITED LIABILITY COMPANY USREOU code] 37560808
Territory KYIV REGION COATSU code| 3220800000
Form of incorporation Limited Liability Company CBOLF code 240
Type of economic activity Wholesale trade in pharmaceutical goods UICS code 46.46
Average number of employees 1 224

Address, telephone

e 121-A Kyivskyy Shliakh Street, Velyka Oleksandrivka Village,

Boryspil District, Kyiv Region, 08320, Ukraine, (044) 4988327

Measurement unit: thousand UAH without decimal place: (except for Section IV of the Statement of Financial Results

(Statement of Comprehensive Income) (Form No. 2), where amounts are shown in UAH with kop.).
Prepared (mark a "v" in the relevant cell):

in accordance with the Ukrainian Accounting Standards

in accordance with the International Financial Reporting Standards

Balance Sheet (Statement of Financial Position)

as at December 31, 2020
Form No. 1 SCAR code| 1801001
Line | As at the beginning | As at the end of the
Assets code of the reporting reporting period
1 2 3 4
I. Non-current assets
Intangible assets 1000 1008 504
rime cost 1001 2004 1682
accumulated amortization 1002 996 1178
Igapital investments in progress 1005 877 983
Property, plant and equipment 1010 3647 3 026
rime cost 1011 13 528 13 054
Ig%apreciation 1012 9 881 10 028
Investment real estate 1015 - -
|Long-term biological assets 1020 - -
ong-term financial investments: 1030 ] ]
accounted according to the method of participation in equity of other
|other financial investments 1035 - S|
Long-term accounts receivable 1040 3573 3573
Deferred tax assets 1045 22 696 25673
Other non-current assets 1090 - -
Total Section | 1095 31801 33 759|
ll. Current assets
Inventories 1100 327 493 261 808
Production inventories 1101 425 -
Froduction in progress 1102 - -
Ready products 1103 - -
IGoods 1104 327 068 261 808
Eurrent biological assets 1110 - -
Re-insurance deposits 1115 - -
Received bills of exchange 1120 - -
Accounts receivable for products, goods, works, and services 1125 329 351 391 978
Accounts 'recelvabl_e on settlements: 1130 7 684 8 907
according to paid advances
with the budget 1135 - -
Iincluding income tax 1136 - -
Other current accounts receivable 1155 3191 2083
[Current financial investments 1160 - -
Cash and cash equivalents 1165 24 731 7 926
Ready cash 1166 - -
Bank accounts 1167 24 731 7 926
Deferred expenses 1170 519 1276
Other curent assets 1190 986 1988
Total Section Il 1195 693 955 675 966
it 1200 - -
Ij lll. Non-current assets held for sale and disposal groups _

Balance 1300 725 756 709 725
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ST Line | As at the beginning | As at the end of the
Liabilities code of the reporting | reporting period
1 2 3 4
I. Equity
Registered (shared) equity 1400 11 968 11 968
Contributions to the non-registered equity 1401 - -
Equity in revaluation 1405 - -
Additional equity 1410 - -
Reserve capital 1415 - -
Retained earnings (uncovered losses) 1420 83 921 99 406
Unpaid capital 1425 - -
Seized capital 1430 - -
Total Section | 1495 95 889 111 374
Il. Long-term liabilities and allowances
Deferred tax liabilities 1500 - -
Long-term bank loans 1510 - -
Other long-term liabilities 1515 - -
Long-term provisions 1520 - -
Target financing 1525 - -
Total Section It 1595 - -
lll. Current liabilities and provisions
Short-term bank loans 1600 - -
Current accounts payable on:
long-term liabilities 1610 94 745 70 687
oods, works, services 1615 448 046 416 679]
settlements with the budget 1620 8 435 21 386
including on income tax 1621 3357 6 376
insurance settlements 1625 582 491
Fayroll settlements 1630 117 -177
Current provisions 1660 74 004 78 955
Deferred income 1665 - 0
Other current liabilities 1690 3938 10 330
Total Section Ill 1695 629 867] 598 351
IV. Liabilities linked with non-current assets held for sale and 1700 ’ 0
disposal groups
V. Net value of non-state pension fund assets 1800 - 0f
|Balance 1900 725 756 709 725|
Head X A.P.Maniganahalli Suriyaprakash
Chief Accogntant V.M.Tsvietkova

1/
/Determined in the procedure established by the central executive body implementing the state policy in the field of statistics.




Annex 1

to Ukrainian Accounting

Standard No. 1

"General Requirements to Financial

Statements”
Codes
Date (year, month, day)[ 2020] 01 | 01
USREOU code 37560808
Company "D-R REDDY'S LABORATORIES" LIMITED LIABILITY COMPANY
(name)
Statement of Financial Results (Statement of Comprehensive Income)
for the year 2020
Form No. 2 SCAR code_
I. FINANCIAL RESULTS
] . For a similar
Item (I:‘:;: = thee:;%omng period of the
p preceding year
1 2 3 4
Net income from sales of products (goods, works, services) 2000 1461 146 1229 529
Cost of products (goods, works, services) sold 2050 (1161 541) (913 639)
Gross:
I_proﬁt 2090 299 605 315 890
loss 2095 (-) )}
Other operating income 2120 244 207 118 526
Administrative costs 2130 (20 576) (23 765
Sales costs 2150 (303 827 (254 608
Other operating costs 2180 (195 861 (63 072
Financial result from operating activity:
rofit 2190 23 548 92 971
H:Tss 2195 Q 0
Equity income 2200 - -
Other financial income 2220 1182 985
Other income 2240 - 22
Financial costs 2250 (5 841 (11777
Equity loss 2255 (- -
Other costs 2270 (5) (26
Financial result before tax:
rofit 2290 18 884 82 175
loss 2295 (@] (O]
Income tax loss (gain) 2300 (3 399) (14 856)
Profit (loss) from terminated activity after tax 2305 |- -
Net financial resulit:
rofit 2350 15 485 67 319
loss 2355 (-) (-)
ll. COMPREHENSIVE INCOME
. . For a similar
Indicator name Line | Forithe rgporttng period of the
code period "
preceding year
1 2 3 4
Revaluation (writedown) of non-current assets 2400 - -
Revaluation (writedown) of financial instruments 2405 - o
Accumulated exchange differences 2410 = g
Share of other comprehensive income of associates and joint ventures 2415 - a
Other comprehensive income 2445 - -
Other comprehensive income before tax 2450 - -
Income tax connected with other comprehensive income 2455 - -
Other comprehensive income after tax 2460 - -
Comprehensive income (sum of lines 2350, 2355, and 2460) 2465 15 485 67 319
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lil. ELEMENTS OF OPERATING COSTS

. . For a similar
Indicator name Line | For the r_epomng period of the
code period "
preceding year
1 2 3 4

Material costs 2500 50 124 36 566
Payroll costs 2505 142 669 124 259
Deductions for social activities 2510 22 526 18 808
Depreciation and amortization 2515 2 650 2284
|Other operating costs 2520 502 236 340 912
oOf 720 205 522 829

IV. CALCULATION OF SHARES' PROFIT MARGIN INDICATORS

Line | Forthe reporting For a similar

Item name o period perioq of the
preceding year
1 2 3 4
Average annual nuber of ordinary shares 2600 - -
Adjusted average annual number of ordinary shares 2605 - -
Net profit (loss) per one ordinary share 2610 - -
Adjusted net profit (loss) per one ordinary share 2615 - -
Dividends on one ordinary share 2650 - -

Head X A.P.Maniganahalli Suriyapra

Chief Accountant V.M.Tsvietkova

|

-
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to Ukrainian Accounting

Standard No. 1

"General Requirements to Financial
Statements”

Date (year, month, day)|2020] 01 01

USREOU code 37560808
Company "D-R REDDY'S LABORATORIES" LIMITED LIABILITY COMPANY
(name)
Statement of Cash Flows (according to direct method)
for the year 2020
FormNo.3  SCAR code
Line or a simiiar period of the
item code For the reporting period preceding year
1 2 3 4
I Cash flow as the result of operating activity
Proceeds from:
Sales of products (goods, works, services) 3000 1516 815 1281571
Return of taxes and duties 3005 = S
including value added tax 3006 s -
Target financing 3010 2 362 2118
Proceeds from subsidies, dotations 3011 = -
Proceeds from advances from buyers and clients 3015 4 646 66
Proceeds from return of advances 3020 527 114,
Proceeds from interest on balances of funds at current accounts — ke i
Proceeds from debtors of forfeits (penalties, fines) 3035 = -
Proceeds from operating lease 3040 E .
Proceeds from royalties, author’s remunerations 3045 - -
Proceeds from insurance premiums 3050 o &
Proceeds of financial institutions from loans repayment 3055 S S
Other proceeds 3095 422 621
penses for payment of:
I;ds (works, services) 3100 (987 762) (719 787)“
ILabor 3105 (110 639) (94 638)]
IDeductions for social measures 3110 (23 699) (19 666)
|Liabilities on taxes and duties 3115 (63 946) (66 645)
JExpenses for payment of income tax liabilities 3116 (3 398) (19 852),
[Expenses for payment of value added tax liabilities 3117 (32 258) (21 785)
[Expenses for payment of liabilities on other taxes and duties 3118 (28 290) (25 008)
[Expenses for payment of advances 3135 (304 048) (361 182)]
I[Expenses for payment of advances return 3140 (305) (-)
[Expenses for payment of target contributions 3145 (- (-)
[Expenses for payment of liabilities under insurance contracts 3150 (- {-)
[Expenses of financial institutions for issuing loans 3155 - (-)
Other expenses 3190 (3928 (4 071)
Net cash flow from operating activity 3195 31627 19 486
il. Cash tlow from Investment activity
IProceeds from sales of:
financial investments 3200 = 5
non-current assets 3205 - S
Ilioceeds from received:
interest 3215 = -
Idividends 3220 = -
Proceeds from derivatives 3225 = o
Proceeds from loans repayment 3230 - o
|Proceeds from disposal of a subsidiary and other entity 3235 - -
Other proceeds 3250 & o
F)enses for acquisition of:
financial investments 3255 (-) (-)
[non-current assets 3260 (1652 (3 725)
IPayments under derivatives 3270 (-) (-)
[Expenses on issuing loans 3275 (-) ()
[Expenses for acquisition of a subsidiary and other entity 3280 (-) (-)
lmer payments 3290 (-) (-)
Net cash flow from investment activity 3295 -1 652 -3 725
~TII. Tash flow from financial activity
Proceeds from:
Equity 3300 S :
Loans obtained 3305 142 598 107 833
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@ceeds from sales of share in a subsidiary 3310 S -

Other proceeds 3340 - :
Ii)enses for:

Purchase of the Company's own shares 3345 (-) {-)
[Loans repayment 3350 185 148 104 907
IDividends payment 3355 (-) 8]
[Expenses for interests payment 3360 (262) (9 208)]
[Expenses for payment of debts on financial lease 3365 (-) )
[Expenses for acquisition of a share in a subsidiary 3370 (-) )}
ngpenses for payments to non-controlied shares in subsidiaries 3375 (<) (-)I

Other payments 3390 (-) -)}

Net cash flow from financial activity 3395 42 812 -6 282

Net cash flow for the reporting period 3400 -12 837 9 479

Balance of cash as at the beginning of the year 3405 24 731 15 280

Impact of exchange rates fluctuations onto the cash balance 3410 (3 968) (28

Balance of cash as at the end of the year 3415 7926 24 731

Head
Chief Accountant

-

A.P.Maniganahalli Suriyaprakash
V.M.Tsvietkova
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Annex 1

to Ukrainian Accounting

Standard No. 1

"General Requirements to Financial

Statements”
Codes
Date (year, month, day)] 2020 | 01 | 01
USREOU code 37560808
S eTEny "D-R REDDY'S LABORATORIES” LIMITED LIABILITY COMPANY
(name)
Statement of Equity
for the year 2020
Form No. 4 SCAR codef 1801005
Registered e
Line 9 Revaluate | Additional | Reserve | earnings Unpaid | Seized
Item (shared) R . . : Total
code . d capital capital capital | (uncovered| capital | capital
capital
loss)
1 - 2 3 4 5 6 7 8 9 10
ncoming balance at the beginning
of the year 4000 11 968 - - - 83 921 - - 95 889}
[Adjustments
Change of accounting policy 4005 - - - - - S = d
[Correction of errors 4010 - - - ) = = - B
Other changes 4090 - - - - - 5 5 N
justed balance as at the beginning
of the yggr 4095 11968 - - - 83 921 : . 95 889
I rti
e:i:‘r’o it (loss) for the reporting 4100 i R i i 18 485 R i Py
Other comprehensive income for the 4110
reporting period ] L i I : B - N
Profit distribution:
Payments to owners (dividends) 4200 - - - - E s s 2
Channelling profit to
registered capital 4205 i j ] ¥ 1 B - B
Deductions to reserve capital 4210 - - - - - - 5 a
Contributions of shareholders:
Contributions to equity 4240 - - - . = S s B
Repayment of debts on equity 4245 - = = n - = - =
Seizure of capital:
Purchase of shares 4260 - - - - - S - A
[Re-sale of purchased shares 4265 - - - - g = = o
Cancelling purchased shares 4270 - - - - - - N B
Cancelling a share in equity 4275 - - - - g N B B
Iﬁeduction of par value of shares 4280 - - g 5 g = B B
4290 - - - B N B N B
4295 - - - - 15 485 - - 15 485
4300 11 968 - - - 99 406 - - 111374

A.P.Maniganahalli Suriyaprakash

V.M.Tsvietkova
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IX. Accounts receivable

) : Line | Total as atthe end of the including based on non-repayment timing
3 Indicator name code vear Ub 1o 12 months montns from18to 36 months |
1 3 4 1 i
Accounts receivable for goods, works, services 940 391978 - - -
Other current accounts receivable 950 2083 - - s
Bad receivables written off in the reporting year (951) N
From lines 940 and 950, column 3 indebtedness with related parties (952) -
X, Deficiencjes and es
Indicator name LI Amount
code
1 2 3
Deficiencies and Josses detected (written off) for the year 960 B
Recognized as debt of guilty persons in the reporting year 970 0
ount of deficiencies and losses, on which the final decision
has not been taken with regard to guilty persons (off-balance 980 -
sheet account 072)
Xl. Construction contracts
R Line
Indicator name s Amount
1 2 3
Income under construction contracts for the reporting period 1110 -
Indebtedness as at the end of the reporting period:
gross from clients 11 -
ross to clients 1130 -
_403 received advances 1140 -
Amount of seized cash as at the end of the year 1150 -
y sub-contractors under incomplete
1160 N
Xl _EmmEn tax
. Line
Indicator name Amount
il 3 R
Current income tax 1210 6376
Deferred tax assets:
as at the beginning of the reporting year ey e
as at the end of the reporting year 1225 25672
Deferred tax liabilities: 1230 R
as at the beginning of the reporting year
as at the end of the reporting year 1235 -
included into the Statement of Financial Results - total 1240 3399
ik g 1241 6376
current income tax
decrease (increase) of deferred tax assets 1242 -2977
increase (decrease) of deferred tax liabilities 1243 -
Recorded in equity - total 1250 N
including: -
current income tax da
decrease (increase) of deferred tax assets 1252 .

increase (decrease) of deferred tax liabilities 1253 -
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) Line
Indicator name code Amount
1 2 3

Accrued for the reporting year 1300 2650

Used for the year - total 1310 -

including for: 1311 _

construction of objects

acquisition (production) and improvement of propeprty, plant and 1312 R

equipment

of them machines and equipment 1313 -

acquisition (creation) of intangible assets 1314 -

repayment of loans received for capital investments 1315 -
1316 -
1317 -

AP \\NSAMW\&R\\\ hxo.%n\&m&,& fi B

| VM Jrvietbova
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