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Energising
Science for Life

We are proud of being in an industry where
the purpose is healing. Being globally
committed to our patients has become

a way of life at Dishman Pharmaceuticals
and Chemicals Limited.We have a leading
position in global Contract Research and
Manufacturing (CRAMS). With this,and with
our mission of “Enriching lives globally, with
quality; we remain committed to offer high
quality pharmaceuticals to patients.

At Dishman, we are making quality the hallmark of all our
operations.We are providing products and services of the
highest quality. We are seeking opportunities to expand
and strengthen our footprint across attractive markets and
therapeutic segments.

We have a strong portfolio of specialty and generic products
that can be marketed globally. It is this combined potential that
will transform our organisation and create a winning formula

for growth.Our strong presence in key advanced markets is one
of the key drivers for realising the true potential that these fast
growing markets offer.We also strive to enhance value for all
stakeholders and ensure profitable growth by creating enduring
and sustainable value for our stakeholders.
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We continue to be a truly global and
end-to-end integrated CRAMS player
and a preferred outsourcing partner,
specialising in servicing customers
across the key advanced markets of
U.S. Europe and Asia.
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At a Glance

We are a leading global outsourcing partner for
the pharmaceutical industry, head-quartered in
Ahmedabad in Gujarat, India. Our cost-effective,
high quality research, development, scale-up

and manufacturing services that include the
production and supply of tailor-made, high-quality
Intermediates and innovative and generic Active
Pharmaceutical Ingredients (APIs) straddling the
entire pharmaceutical value chain.

We provide a range of development and
manufacturing solutions at locations in Europe and
India. We are committed to deliver cost-competitive
technical excellence and to be a reliable partner to
our customers.

We have a global presence through multiple
development and manufacturing sites in Europe,
India and China.Through our end-to-end core
competencies and technical capabilities, we

have transformed ourselves into a full-fledged
Contract Research and Manufacturing (CRAMS)
player for innovators from biotech to multinational
pharmaceutical companies. CARBOGEN AMCIS

REVENUE ANALYSIS (as on FY2016)

e T v

71.20% 28.80%
CRAMS MARKETABLE
MOLECULES

in Europe represents our relationship with our
customers from early to low volume commercial
stages of a product lifecycle. Dishman India & China
represent our relationship with customers from

mid- to- high volume commercial stages of the same
product’s lifecycle. These two pillars of production
deliver complex solutions to suit the varied needs of
our global customers — both large and small — more
appropriately.
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Qur Products

CHOLESTEROL

ACTIVE PHARMACEUTICAL
INGREDIENTS

HIGH POTENT APIs

INTERMEDIATES
VITAMIN D O
LANOLIN-RELATED @
PRODUCTS ANTISEPTIC AND
DISINFECTANT
O FORMULATIONS
VITAMIN D <:> ;{:-5—\ @ PHASE TRANSFER
ANALOGUES CATALYSTS
I R = B 2
1 ADDING CUSTOMER O SECURITY
VALUE SERVICE gl OF SUPPLY

WHY IS DISHMAN A VALUED PARTNER?
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Global Presence

CARBOGEN AMCIS
Vionnaz, Switzerland

CARBOGEN AMCIS
Aarau, Switzerland
CARBOGEN AMCIS Shanghai Chemical Industry
Hunzenschwil, Switzerland Park, Shanghai, China
CARBOGEN AMCIS
Bubendorf, Switzerland

Dishman Biotech

Ahmedabad, India

The Netherlands Naroda Plant,
Ahmedabad, India

Bavla Plant,

Ahmedabad, India

CARBOGEN AMCIS
Manchester, UK

e
2w

North Carolina, USA
Ay,

CARBOGEN AMCIS
Riom, France

“I % Boston, USA

San Diego,
L-" Middlesex, USA

USA
Milwaukee, USA

San Francisco, USA

Zurich, Switzerland
» /

Melbourne, Australia

Head Office,
Ahmedabad, India

Mumbai, India

Facilities are approved by recognised Health Authorities:
Sales Offices USFDA, MEB, SWISS MEDIC, ANSM, TGA, WHO, KFDA




Our Manufacturing Facilities
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Besides strong research capabilities, we possess
capabilities in scale-up, development and commercial
manufacture of highly potent and non potent
compounds.We are also engaged in process research
and development for APIs.

BAVLA, GUJARAT,
INDIA - UNIT1

* Dedicated API,5
Reactors, Total capacity
33KL (SS,GL & Hastalloy)

+ (lass 100,000 finishing
area

fo dminl o
i B ML

BAVLA, GUJARAT,
INDIA-UNIT9

BAVLA, GUJARAT, BAVLA, GUJARAT,
INDIA-UNIT 7A, 7H, 70 INDIA - UNIT 8

BAVLA, GUJARAT,
INDIA - UNIT 6

*

HiPo API facility
with DCS controlled

*

Multi-purpose plant for +  Multi-purpose API facility

¢ Multi-purpose API facility
starting material * 34 Reactors total

* 8 Reactors, total

capacity of 12KL (GL & ¢ 39 Reactors of total capacity of 216KL automated glove box
SS) including powder capacity 235 KL total (GL&SS) technology
processing ¢ High vacuum distillation ~ # Class 100,000 finishing * 4300sgmtarea

operating at Category 4

+ (lass 100,000 finishing
(OEL Band <Tpg/m?3)

area

+ 4 Hydrogenation Reactors areas

2 x6KL, 1 x 3KL and

1 x 1KL

Three Ozonolysis Reactors
(60 L,1KL,25KL)

15 and 0.4kg/hr Ozone
generators

Dishman Pharmaceuticals and Chemicals Limited

* Two cells with 3 reactors

each and filter/drying

2 additional cells
designed for future
expansion

Dedicated Quiality
Control and R&D facility



BAVLA, GUJARAT, BAVLA, GUJARAT, BAVLA, GUJARAT, BAVLA, GUJARAT,

INDIA - UNIT 2 INDIA-UNIT 3 INDIA - UNIT 4 INDIA - UNITS5

+ Two modular mid-scale ¢ Three Multi-purpose * Dedicated starting * Intermediate
APIplant with 24 development pilot material plant Manufacturing facility
Reactors, Total capacity plants * 11 Reactors, Total + Solvent distillation
37KL * 32 Reactors, Total Capacity 39KL facility

¢ (lass 100,000 finishing capacity 30KL and 4 + High vacuum distillation
areas cryogenic reactors

¢ Thin film evaporator
(Capacity 0.45 mt sq)

+ 2 KL Cryogenic reactor

¢ High vacuum distillation
facility (0.5 m bar)

High vacuum distillation

BAVLA, GUJARAT, BAVLA, GUJARAT, NARODA, PILOT PLANT,
INDIA-UNIT 10 INDIA - UNIT 13 GUJARAT, INDIA GUJARAT, INDIA
¢ Disinfectant formulation ¢ Multi-product facility

plant for Aerosols,
and hard surface
disinfectants

+ (Class 100,000 finishing
area with 5 filling lines

¢ Formulation &
Development
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* Dedicated staff for

¢ APIs,quaternary biocides ¢

KiloLab reaction capacity
& fine chemicals

4 X 30-100 L reactors

manufacturing, QC, QA * Approx 20 major + GMP pilot pant 10 x 250-
and Engineering support products (Bisacodyl, CPC, 1000L
Cetrimide) + Class 100,000 finishing
area



Our Manufacturing Facilities
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We have achieved efficient capacity
utilisation at our manufacturing
facilities by way of an enhanced
product mix.We have a keen focus
on niche and complex products and
resulted in better operating margins.

CARBOGEN AMCIS AG, SITE BUBENDORF &
HEADQUARTER, SWITZERLAND

CARBOGEN AMCIS AG, SITEVIONNAZ,
SWITZERLAND

* Lab,administration and containment facilities with
220 employees

¢ (lean room dedicated for Antibody Drug Conjugates

+ Multi-purpose clean room dedicated for purification of

high-potent by HPLC process

¢ Process optimisation and supply of late-phase and
commercial APIs

* Inspected by FDA, SwissMedic and Korean Health
Authority MFDS

+ Holds accreditation as foreign manufacturer
for Japan

*

Significant increase in development and
manufacturing capacity on High potent APIs

From gram to kilogram scale; Categories 3 and 4
GMP compliant; Swissmedic

Combination of the initial team knowledge and
CARBOGEN AMCIS expertise

CARBOGEN AMCIS LTD.,
SITE MANCHESTER, UK

CARBOGEN AMCIS SAS,
SITE RIOM, FRANCE

¢ Specialises in process research and nonGMP custom
synthesis of pharmaceutical intermediates with 40
employees

+ larger capacity (up to 4,500 L) facilitates production of
early-phase APIs and large-scale intermediates

* 10,000 m?site with 21 highly-qualified specialists
¢ Primary focus on formulation of new products and

aseptic drug products of preclinical and clinical batches
of injectables in liquid or freeze-dried form

400 m? production area with clean rooms and separate
laboratories for formulation development and quality
control (micro-biological and analytical controls)

Inspected by French Health Authority ANSM

Dishman Pharmaceuticals and Chemicals Limited



CARBOGEN AMCIS AG, CARBOGEN AMCIS AG, SITE DISHMAN BIOTECH LIMITED
SITE AARAU, SWITZERLAND  NEULAND, SWITZERLAND

¢ Primary focus on process research ¢ Primary location for ICH stability ¢ Chemical Area focussing on
and early-phase API supply with studies and solid state services Chlorhexidine Base; Chlorhexidine
100 employees with 40 employees Gluconate Solution; Chlorhexidine
¢ Primary location for * Inspected by the SwissMedic and Hydrochloride; Chlorhexidine
chromatography and product- Korean Health Authority MFDS Acetate; Flupirtine Maleate;
handling facilities + USFDA inspected Proguanil Hydrochloride

* SwissMedic inspected
+ USFDA inspected

¢ (lass 100,000 finishing area

+ Chilled water, Diesel Generator, Air
compressor

¢ Dedicated QC:HPLC, GC, pH, KF

DISHMAN NETHERLANDS B.V.,
VEENENDAAL, THE NETHERLANDS

CARBOGEN AMCIS (SHANGHAI) CO. LTD.,
SITE SHANGHAI, CHINA

¢ Primary location for manufacture and marketing of
Vitamin D analogues, Vitamin D3, Cholesterol and
Lanolin related products

* Operates under cGMP;1SO 9001 and
14001 certified

* FDA inspected; Holds Certificate of Suitability by EDQM
and DMFs
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¢ Production and supply of pharma intermediates and
APIs under cGMP

+ Ten reactors from 2500L to 8000L scale

+ Allows larger production of nominal batch sizes of
150kg to 630kg

¢ Dedicated analytical and QC capability
+ Fully qualified process control and monitoring systems

+ On-site bulk solvent storage and waste treatment
facilities



Dishman Ph




=

Our focus is to add value to the global pharmaceutical
industry by serving as a reliable partner. Our business is
successful only when our customers are successful.




Our Business Verticals

1. CRAMS

Our contract research and manufacturing services are the
very core of our business.We are an integrated CRAMS
player with strong capabilities across the value chain.We
offer a portfolio of services from process R&D, through kilo
and pilot supply, to full scale and commercial manufacture
from purpose built and dedicated facilities. The CRAMS
unit manufactures drug quantities required for conducting
clinical trials.Our wholly-owned subsidiary CARBOGEN
AMCIS, located in Switzerland, is spearheading our R&D
efforts.

OUR CONTRACT RESEARCH AND
MANUFACTURING SERVICES

Services for Active Pharmaceutical Ingredients
(APIs) and Drug Products (DP)

Once the innovative molecules are approved, the unit
explores the possibility of large-scale commercial supply
tie-ups.Through the CRAMS business, we provide
assistance to drug innovators in development and
optimisation of processes for novel drug molecules

in various stages of the development process. CRAMS

is our largest business segment which caters to the
requirements of biotech to large pharmaceutical
companies.We develop intermediates/APIs based on our
customer’s request. This business involves significant R&D
efforts to develop the products and processes.

(

Phase 1l

EARLY STAGE API {3

*e Process research and
APl supply to support
early phase clinical
trials

LATE STAGE API {31

*e Process development
and cGMP
manufacture

~

DP Early Stage V&

Formulation and cGMP
production of aseptic
parenterals

CARBOGEN AMCIS

Phase 1l Market

COMMERCIAL API &3

** Process optimization
FDA audited

o

Dishman Pharmaceuticals and Chemicals Limited



A. CARBOGEN AMCIS

CARBOGEN AMCIS AG is our Swiss subsidiary

with capabilities for the supply of high potency
development and small scale manufacturing
targeting niche oncology. Our service offerings

range from chemical development to niche scale
commercial manufacture and supply of APls.We cater
to the early stage chemical process and development
requirements of biotech and pharmaceutical
companies.The operations running under this brand
are located in Switzerland, France, UK and China.

CARBOGEN AMCIS has a strong presence in the
United States and Europe.We leverage our client
relationships to penetrate into more profitable
CRAMS markets. CARBOGEN AMCIS is the Group's
method of being close to its customers and being
involved with them from the very early stages of
research and manufacturing trials. As a front-end
interface for our US and European customers,

we engage by fully supporting their entire drug
development cycle — from initial research to late
stage APl development to small-scale commercial
production.

We manufacture highly-potent, high value products
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and produce material for pre-clinical testing, clinical
trials and commercial use for the oncology market.
Besides strong research capabilities, we possess
capabilities in scale-up, development and commercial
manufacture of highly potent and non-potent
compounds.We are also engaged in process research
and development for APIs.

B. DISHMAN INDIA

Our high-value and Asian cost-base CRAMS offerings,
through Dishman India, span right from process
research and development to late-stage clinical and
commercial manufacturing. We have capabilities
across the entire CRAMS value chain, strong
chemistry skills and small-to-large scale, multipurpose
manufacturing capacities. Our manufacturing plants
at Bavla include Asia’s most modern and largest

HiPo API facility. This enables us gain from the high-
margin opportunity in High Potency Services driven
by growing research and development work taking
place globally in the oncology therapeutics segment.

19

Through Dishman India, our high-
value and Asian cost-base CRAMS
offerings span right from process
research and development to
late-stage clinical and commercial
manufacturing.



QOur Business Verticals

CARBOGEN AMCIS AG, SITE
VIONNAZ, SWITZERLAND

18 Dishman Pharmaceuticals and Chemicals Limited



2. MARKETABLE MOLECULES
A. SPECIALTY CHEMICALS (QUATS)

Dishman Specialty Chemicals manufactures and supplies
high-quality intermediates, fine chemicals, and various
products for pharmaceutical, cosmetic and related
industries.We are the global leaders in the specialty
chemicals segment and a leading manufacturer of Phase
Transfer Catalysts.We possess domain expertise in solids
handling technology, which has helped us expand our
offerings to include ammonium and phosphonium high
purity solid Quarternary Compounds, Phosphoranes and
Wittig reagents. Our products find applications as phase
transfer catalysts, personal care ingredients, fine chemicals,
pharma intermediates and disinfectants.

B. VITAMINS & CHEMICALS

Dishman Netherlands manufactures and supplies a range
of Vitamin D2,Vitamin D3 and Vitamin D analogues.

Our cholesterol facility at Veenendaal, The Netherlands,

is adding further value to our Vitamin D3 business.We
manufacture cholesterol and lanolin related products for
pharmaceutical, cosmetic and related markets.We are
the market leaders in the advanced regulated sector of
the Vitamin D analogue space.We are a fully integrated
supplier from wool grease to the finished product.

C. DISINFECTANTS

Our Disinfectants division has been created to offer a
range of Antiseptics and Disinfectants for application

in healthcare and related industries.We have a healthy
portfolio of 'next generation’innovative antiseptic and
disinfectant formulations. Our product pipeline specialises
in high quality, cost-effective, proven anti-microbial
products based on Chlorhexidine Gluconate (CHG) and
Octenidine Dihydrochloride (OCT).We shall provide
specialist products for environmental decontamination
based on hydrogen peroxide disinfectant.
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OUR REVENUE BREAK-UP
FY2015

....................... .
30.20% 69.80%
MARKETABLE CRAMS
MOLECULES
FY2016
......................................... .
28.80% 71.20%
MARKETABLE CRAMS
MOLECULES
19



Chairman’s Message

Dear Shareholders,

Each year, | have the privilege of writing to you about
Dishman Pharmaceuticals Company Limited to recognise
our accomplishments, address our challenges and share
with you our outlook and plans for the future. And each
year,| am more excited about the pace and scale of
change that the Company is undertaking to fulfil our
unwavering focus on serving our clients.

Our business strategy of the previous year is yielding
results.Our top 10 customers now contribute 40% to our
revenues from the earlier 60-70% due to new customer
additions.Our India order book is healthy due to repeat
orders and there is a steady stream of new customers.

OUR BUSINESS SEGMENTS

Under CRAMS, our key driver continues to be the

HIPO facility for oncology at Bavla, Ahmedabad. Under
CARBOGEN AMCIS, the business outlook remains robust.
. A current development order book of CHF 80 million
Janmejay R. Vyas to be executed over next 12 months augurs well for
Chairman & Managing Director our growth. We have several products in the pipeline to
be launched in the next couple of years by our US and
European customers.Our products will help us increase
our shipment to US, which currently contributes 33% to
total sales.

DELIVERING COMPLEX SOLUTIONS

We continue to be a truly global and end-to-end
integrated CRAMS player and a preferred outsourcing
partner.We specialise in servicing customers across the
key advanced markets of U.S., Europe and Asia, through a
wide range of research competencies and manufacturing
capacities. Through the “ONE COMPANY, TWO BRANDS"
strategy, we continue to deliver complex solutions suiting
the diverse needs of our global customers.

CARBOGEN AMCIS continues to be the front-end interface
of the Company, engaging customers from the early stages

20 Dishman Pharmaceuticals and Chemicals Limited



of research and clinical trials. We continue to hand hold our
customers through their entire drug development cycle.
On the other hand, our customer derive further value from
Dishman India, by seamlessly getting scaled up towards
the Asian cost base, large-scale commercial production
through our manufacturing capabilities in India and China.
We take comfort from CARBOGEN AMCIS and Dishman'’s
ability to secure large-ticket deals from major companies.

OUR FINANCIAL SCORECARD

Our financial performance has improved significantly

and we have been growing at a healthy pace. During the
year under review, we achieved consolidated revenues
of ¥ 1,596.05 crore, compared to X 1,575.19 crore in the
previous year.Our CRAMS business contributed ¥ 1,111.76
crore or 71.18% to the total revenue, whereas ¥ 450.09
crore or 28.82% was contributed by the Marketable
Molecules business.We recorded a higher EBITDA of

% 410.32 crore, up by 30.83% vis-a-vis ¥ 313.62 crore earlier.
Profit After Tax witnessed a healthy growth at¥ 171.11
crore, higher by 42.58% compared to ¥ 119.81 crore in
FY2015.Going forward, we are confident of sustaining this
profitability expansion through our product portfolio and
adding new customers.

OPTIMUM CAPACITY UTILISATION

We have achieved efficient capacity utilisation at

our manufacturing facilities by way of an enhanced
product mix.This has been achieved through a keen
focus on niche and complex products and resulted in
better operating margins. Our HiPo unit is also better
utilised and moving close to full capacity for the two
operating cells and we are now evaluating options to add
capacity by operationalising the two non-active cells for
debottlenecking and making line enhancements.In the
year ahead, we will continue to better utilise our capacities
and to sharpen our capabilities in making use of existing
manufacturing facilities as multi-purpose blocks. This will
result in efficient capacity realisation,improved order-book
conversion and add greater stability to our growth.
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MOVING AHEAD

Going ahead, our key emphasis will continue to be on
efficient capacity utilisation of our assets by way of an
enhanced product mix through a keen focus on niche and
complex products, resulting into better operating margins.

As we continue to enhance and implement our strategies
to do that, we will simultaneously advance our strategic
framework for long-term shareholder value creation.

Sincerely,

Janmejay R. Vyas
Chairman & Managing Director
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Managing Director's Message

Arpit Vyas
Managing Director & CFO

22

Dear Friends,

| will discuss our results from FY2016 and what we expect
to achieve this year and beyond. A couple of years ago, we
laid out our strategic plan to ensure we meet the changing
needs of our clients and capture the highest-value
opportunities for our investors. | believe we have reached

a turning point in our journey.Today, Dishman is a rapidly
expanding business.

YEAR IN BRIEF

In CARBOGEN AMCIS, our revenues were marginally higher
due to our focus of selecting high margin commercial and
development orders.Our overall performance is on track,
backed by optimum capacity utilisation of 95% and strong
order book of minimum ~ CHF 80 million of development
orders.We were also backed by healthy capacity utilisation.

Our CRAMS business in India is expected to see healthy
pick-up over the next two-three years. About 13 innovative
molecules, for which Dishman is the CRAMS partner, are
currently in late Phase Ill trials.We see at least one-third
of these getting commercially launched over the next
2-3 years.These being innovative molecules in niche
therapeutic areas, our operating profit margins will rise.In
CRAMS - India, our revenue growth was driven by strong
traction in high-margin product sales and development
quantity supplies. The focus was on execution of high-
margin commercial and development orders, process
improvement and better capacity utilisation.

We consolidate our focus on high-margin, high value
products such as Vitamin D analogues (instead of Vitamin
D) and direct selling of cholesterol to our end-customers.
We also focussed on Calcifediol, a highly concentrated
Vitamin D analogue which is much stronger and beneficial
than Vitamin D in terms of medical value and resultant
profitability.

EXPANSION OF SWISS OPERATIONS

CARBOGEN AMCIS, which offers process development and
manufacturing of active pharmaceutical ingredient (API) to
the pharmaceutical industry, is in the process of expanding
its development capacities in Bubendorf (Switzerland).

Dishman Pharmaceuticals and Chemicals Limited
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We have turned profitable in
our China facility and continue
to bring projects, supported

by our competitive advantage
of a combination of a Global
management team and Chinese
cost base.

The expansion will allow us to significantly expand our
laboratory capacity for highly potent development and
small scale production as well as analytical support. It

will also allow CARBOGEN AMCIS to keep its position as
an industry leader and outsourcing partner for complex
highly potent APIs and ADCs (antibody drug conjugates).

OUR DIVERSIFIED BASE

From being largely dependent on large-scale
pharmaceutical innovators, we successfully diversified our
customer base for our global CRAMS business.We adopted
the strategy to have a wider base of customers to better
our margins and lower our risks. This has been possible as
we increased our engagement with R&D driven small and
mid-sized biotech companies in addition to the large-scale
pharmaceutical companies in Europe and North America,
with significant business potential. This has not only helped
us de-risk our portfolio, but also enabled us gain better
order predictability and use our capacities more efficiently.

RISING ORDER BOOK

The Group has total pipeline of orders exceeding $150
million for FY2017 and further orders envisaged during

the year.The order book for development projects at
CARBOGEN AMCIS AG stands at about CHF 80 million, to
be executed over FY2017.0ur India order book of US$

40 million comprises profitable and complex chemistry
from larger customers to be executed in the current
financial year.The intermediaries for these orders will be
manufactured at the China facility to de-risk manufacturing
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at a single location, and the final APIs will mostly be
exported from India.

MOVING AHEAD

We're making good inroads into high-margin, complex
products serving the oncology and other niche
therapeutic segment, which bodes well for our HiPo
business.We will also continue to focus on getting projects
out of Switzerland into the Unit-9 (HiPo Plant) of our Bavla
facility at Ahmedabad. We have turned profitable in our
China facility and continue to bring projects, supported by
our competitive advantage of a combination of a Global
management team and Chinese cost base.We are close
to being GMP ready, presenting a strong opportunity for
CARBOGEN AMCIS to extend its manufacturing capacity.

My colleagues and | are excited and confident about the
cognitive future,and we are working hard with our clients,
partners and peers to build it.| am proud of the Dishman
team for bringing us here,and | am grateful to you, our
shareholders, for your steadfast support.

With warm regards,

Arpit Vyas
Managing Director & CFO
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Global CEO’s Message

Dear Friends,

As | began to compose this letter, | realised how quickly
my second year has passed as the Global Chief Executive
Officer.This has been a year with many rewarding
moments, as well as some challenges. Though a year

of transition, we made solid progress on many fronts,
including building out strategic platforms, while
establishing exciting new ones.

This legacy of leadership is a tribute to the success and
stability of Dishman, and to the belief in the importance of
our purpose held in common with us by our shareholders
over so many decades. Personally,| am truly humbled to
lead the incredibly talented and dedicated people who
work for Dishman.

YEAR IN BRIEF

Our CRAMS business will continue to be our key growth
driver. During the year, we focussed on our strategic
priorities — that of enhancing efficiency and profitability
of our operations. Today, we are recognised as a preferred
global outsourcing partner in this segment, with

Mark Griffiths several key projects currently in production.We have
Global Chief Executive Officer developed strong capabilities across the CRAMS value
chain, delivering complex end-to-end research and
manufacturing solutions to our global customers.

Member of the Board

KEY ACHIEVEMENTS

Our order book at the consolidated group level is strong
and the outlook for FY2017 is healthy. Our business
strategy has been to enhance profitability.In a key
achievement, we continued to drive the value chain
between CARBOGEN AMCIS and Dishman India. We
continued to support our customers through the lifecycle
management of our products.

We continue to hand hold our global customers through
the early stages of product development and pilot to
small-scale commercial production. Our production
facilities in India and China enabled our customers scale up
their volumes economically and reliably. We continued to
drive profitability by capturing high-value products such
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as HiPo, anti-body conjugates, challenging chemistry, in
addition to having a key focus on “complex and difficult
to make drugs”Our flagship HIPO unit at Bavla is now
contributing extensively to customers drive to challenge
Cancer.

OPTIMISING OPERATIONS

During the year, we kicked off over 100 new CRAMS
projects which are currently under different stages of
development.Our current order book at CARBOGEN AMCIS
AG is in the region of CHF 80 million for development
orders.There is a high level of capacity utilisation at all our
manufacturing facilities. The Bavla unit is running close to
full capacity.

SIGNIFICANT TURNAROUND AT
SHANGHAI

We made the manufacturing operations profitable for the
first time at the Shanghai Chemical Industry Park, China.
The unit is almost GMP ready.We are producing at the
facility for the global market. Since our other units are
falling short of capacity, we are manufacturing some of the
complex intermediates at the China facility for the global
market.We are taking advantage of chemical and labour
costs being cheaper in China, as compared to Switzerland.
These intermediates are being brought into Bavla for
making the finished products.

MOVING FORWARD

Going ahead, our key objective is to utilise all our

assets to the best advantage of our customers.We will
continue to leverage our fundamental strengths through
continued innovation and excellence in development and
commercialisation. Also, we are significantly enhancing
the focus on niche generics APIs to stabilise business and
further improve our capacity utilisation.

We will continue to capitalise on increased opportunities
through our unparalleled capabilities in HiPo towards
scaled-up commercial manufacture of highly potent
compounds and vitamins.In the year ahead, we aim to
better utilise our capacities and sharpen our capability
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Going ahead, our key objective

is to utilise all our assets to the
best advantage of our customers.
We will continue to leverage our
fundamental strengths through
continued innovation and
excellence in development and
commercialisation.

to make use of existing manufacturing facilities as multi-
purpose blocks. We are confident this will lead to further
capacity realisation and improved order-book conversion.

| thank the Dishman Board for providing me the
opportunity to lead the Company in a dynamic industry.
We are confident to continue our journey of value creation
over the long run.

We see our challenges as tremendous opportunities and
are tackling them with immense confidence.

We look forward to continuing along our successful path
together with you.

Regards,
Mark Griffiths

Global Chief Executive Officer
Member of the Board
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Financial Highlights

REVEN U ES R Crore)

1,57520 1,596.05

1,385.32
1,272.22

1,124.11

, I I

FY12 FY13 FY14 FY15

REVENUE BREAK‘UP R Crore)

i (RAMS " Marketable Molecules

47427 484.29

451.80
45897
406.20 . .

FY12 FY13 FY14 FY15 FY16

EBITDA ® Crore)

410.32

33234 31362
29012
22447 l

FY12 FY13 FY14 FY15 FY16

PAT R Crore)

171.11

109.27 =
100.29
5676

FY12 FY13 FY14 FY15 FY16

EARNINGS PER SHARE )

21.20

13.54 s
1243 .
i l .

FY12 FY13 FY14 FY15 FY16

26

NET BLOCK ® Crore)

1,630.42

1,571.72 1,570.45

1,457.94
1,439.06

FY12 FY13 FY14 FY15

Dishman Pharmaceuticals and Chemicals Limited



Revenues grew by to

% 1,596.05 crore

EBITDA grew by to
3410.32 crore

PAT grew by 0

X171.11 crore

Earnings Per Share (EPS) stood at

per share,

higher by 42.76% YoY

OUR KEY ACHIEVEMENTS

Dishman awarded Bronze supplier status with a key
client, the only chemistry based supplier receiving this
honour.

Dishman Netherlands BV awarded the Corporate
Social Responsibility Prize by the Business Association
in Veenendaal. The Award is for demonstrating
outstanding performance in CSR and for its capacity to
combine economic development with environmental
and social criteria.

Dishman’s site at Naroda and CARBOGEN AMCIS AG's
sites at Aarau and Neuland in Switzerland successfully
pass USFDA inspections.

Renewal of US FDA inspection of Bavla facility
successfully completed.
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The Company’s financial and
operational performance has
improved significantly and

is growing at a healthy pace
over the last five years, driven
by high growth opportunities,
a wider customer base and
focus on segments with
better margins. The CRAMS
segment contributed 71.2%
to the total turnover during
FY2016, while Marketable
Molecules segment
contributed 28.8%.The year
under review witnessed a YoY
growth of 1.26% in Revenues,
30.83% in EBITDA and 42.82%
in PAT.
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Our Competitive
Advantage

Consolidating (1
Capabilities

We continue to better the churn of our existing capacities to result in an
improved order-book conversion and greater stability to growth

Our capacity utilisation at CARBOGEN AMCIS stands at an all-time
high of 95%, which is due to significant order book and low-volume
and high-value niche and complex products in our portfolio mix.

95% unit 9, Bavia
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Better Utilising Capacities to Capitalise on

Strong Order Book

We are moving towards optimum
utilisation of capacities across all
our manufacturing facilities. This
has been achieved due to our
enhanced product mix, focus on
small and mid-sized companies
and our motive to produce niche
and complex products. We will
continue to better the churn of our
existing capacities to result in an
improved order-book conversion
and greater stability to growth.
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Our key emphasis during the year under review has been
on efficient and better utilisation of our assets.The capacity
utilisation at CARBOGEN AMCIS has been recorded at an
all-time high of 95% in FY2016 in both laboratories and
production.This has been a result of significant order

book and low-volume and high-value niche and complex
products in our portfolio mix.

During the year, we paid attention to increasing the
number of small and mid-sized companies in our customer
portfolio.We targeted at getting projects out of our
Switzerland facility into Unit-9 (HiPo Plant) of Bavla facility
at Ahmedabad, which is moving close to full utilisation of
current operating capacity.

Our CARBOGEN AMCIS business is already operating at
95% utilisation. Encouraged by customer response, we are
evaluating options to increase our development capacity
for debottlenecking and for making line enhancements.
This will help us strengthen our pipeline over the medium
term. Further, since our Swiss subsidiary CARBOGEN
AMCIS is running at near full capacity, the China facility is
gradually being utilised for supplying key intermediates to
CARBOGEN AMCIS AG and to India.
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Our Competitive

Building for (2| com
the Future -‘

Our China facility is well invested and suited for mid-to-large scale productqg‘ *

We are bringing intermediates from Shanghai to India, converting
them into APl and selling them in the domestic and international
market, which will give us a huge cost advantage.




Leveraging Shanghai Facility to gain

Chinese Cost Advantage

The greenfield manufacturing facility at Shanghai Chemical
Industry Park, Shanghai, China, came into commercial
production during the year, with a steady rise in utilisation
levels. The products manufactured at Shanghai are
profitable and the facility achieved cash break-even point
and started generating profits.On a month-on-month
basis, the unit is already breaking even on an operational
basis with key projects under production. It is well invested
and suited for mid-to-large scale production.

The China facility currently manufactures intermediates

for our contract research and development subsidiary,
Switzerland-based CARBOGEN AMCIS AG (CA).We are
working on getting export GMP certification for the facility.
Post-successful completion of the inspection, we will
commence Active Pharma Ingredient (API) supplies from
the China facility to third parties.

We are also working on approvals to manufacture active
pharmaceutical ingredients (APIs) or bulk drugs at the
plant, which are building blocks for drug formulations.
Further, since the factory is now continuously operational,
we aim to bring more projects into the facility. This will be
supported by a dual competitive advantage - that of a
combination of a global management team and Chinese
cost base.

Our Shanghai facility, which started
commercial production last year,
turned profitable in FY2016.With
the facility being continuously
operational with several key projects
under production, we are beginning
to benefit from the advantages of

a global management team and a
Chinese cost base.

As another strategic decision, we are working towards
bringing intermediates from Shanghai to India,
converting them into APl and sell them in the domestic
and international markets. This will give us a huge cost
advantage, which will be passed on to the customers and
will make Dishman competitive vis-a-vis the other API
players. Some high-potency anti-cancer intermediates
aimed at the global market are being manufactured here.

Since CARBOGEN AMCIS is falling short of capacity, the
China facility is also being utilised for supplying key
intermediates to CARBOGEN AMCIS and to India.The APIs
will be brought into Bavla, Ahmedabad for making the
finished products. This will help us gain the Chinese cost
advantage. Chemicals manufactured in the Shanghai
factory are,in general, substantially cheaper than in the
corresponding other assets.
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Committed 03|z
to Profit

We are making good inroads into this high-margin, complex product segment

We are placing greater concentration on profitability by scaling down
our low-margin products and increasing the operating margins.

EBITDA MARGINS AT EBITDA HIGHER BY
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Targeting Low-Volume, High-Value Segments to

Further Improve Margins

We continue to place emphasis on
having a strong order book with
low-volume, high-value orders and
to have an entrenched product mix
of niche and complex products.
We also aim at consolidating our
capabilities and better utilising our
existing facilities to further improve
our margins.

At Dishman Pharmaceuticals, we continue to leverage the
high-margin opportunity in high potency services, driven
by growing research & development work taking place in
the oncology therapeutics segment.We have made good
inroads into this high-margin, complex product segment,
which bodes well for our HiPo business and results in
margin enhancement.We have managed to increase

our incremental revenues from the HiPo business, where
operating margins are significant.

During FY2016, our EBITDA margins at 25.71% were 30.83%

higher,compared to 19.91% in the previous fiscal year.

Higher margins have been a result of our concerted efforts
to increase the high-margin commercial and development
orders. An emphasis on low-volume, high-value orders and

segments with higher margins also helps us utilise our
existing facilities more efficiently and optimally.

At our Netherlands facility, we started concentrating on
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the high value products and started reducing our focus
on the low-value Vitamin D3 production.The analogue is
much stronger and beneficial than Vitamin D in terms of
medical value and resultant profitability. We are already
making a range of Vitamin D analogues and cholesterol
at Dishman Vitamins and Chemicals, based in Veenendaal
(The Netherlands).

Our focus continues to be to consolidate our capabilities
and create enduring and sustainable value for
stakeholders. Margin improvement has also been possible
due to an increase in value-added order execution from
our renovated Vitamin D facility in Netherlands. Besides, our
strong order book and optimum utilisation of our assets is
also helping us further improve margins.We continue to
ensure an enhanced product mix of niche and complex
products, resulting into better operating margins.

Moving ahead, to further improve margins and minimise
the risks, we are following a strategy of widening our
customer base and increasing the number of development
molecules. Besides de-risking the portfolio, the strategy is
enabling us to gain better order predictability and utilise
our capacities more efficiently.
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Our Competitive
Advantage

Bettering 04
our R&D

Undertaking complex and high-cost research projects in steroids and
oncology drugs

We have been continuously increasing our number of clients to
reduce our dependency on any single client, increase product range
and reduce product risk.




Acquiring Sophisticated R&D Instruments to
undertake Complex Projects

With strong R&D experience

and effective relationships with

MNC Customers, we are today a
premier contract manufacturing
organisation.We spent the year
acquiring newer and sophisticated
analytical instruments which helps
us undertake complex and high-cost
research projects in steroids and
oncology drugs.
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Globally, the Dishman Group is driven by research activities.
All our development and future projections are based

on successful development projects. Globally, we have
more than 550 scientists. With more than 50 Doctorates

as Senior Scientists and 200 Scientists working under

them in India, Dishman Pharmaceuticals is perhaps one

of the biggest R&D force in India. Our continued focus is

to keep improving the current processes, aimed at better
operations and productivity.

We have thirteen multi-purpose R&D cum production
units at Bavla and two multi-purpose production units

at Naroda, near Ahmedabad, Gujarat. We also have our
manufacturing and R&D facilities at Switzerland, France, the
UK and Netherlands. Our Greenfield manufacturing facility
is located at Shanghai Chemical Industry Park, Shanghai,
China.

R&D Activities in FY2016

During the year, part of the incremental capex was spent
on acquiring newer and very sophisticated analytical
instruments at the R&D centre at Sanand, Gujarat. This
enables the Company undertake extremely complex and
high-cost research projects in steroids and oncology drugs,
among others.In addition to this, we also equipped our
Scientific Department with the latest and comprehensive
databases for research and marketable molecules.

As part of the global unification program, we increased the
technical exchange between our sites in The Netherlands,

Switzerland and India. We are confident this will go a long

way in improving our chemistry capabilities worldwide.

Our Manufacturing Strategies

As part of our business strategy, we have been
continuously increasing the number of clients to reduce
dependency on any single client.This is also aimed at
increasing our product range to reduce product risk and
also enter contract manufacturing through contract
research of new molecules. Our strategy is also aimed

at entering specific markets with relevant marketing
innovation and technology transfer in developing markets.
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Our Competitive
Advantage

Empowering (5
Lives

We are helping the socially and economically backward groups and the
marginalised

We are committed to make a difference to the society by creating
economic opportunity, enhancing the sustainability of our operations
and the systems we operate in and strengthening local communities.
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Strengthening Local Communities. Creating

Economic Opportunities.

Corporate Social Responsibility
(CSR) is not just a duty —itis an
approach towards existence.We
see CSR as a creative opportunity
to fundamentally strengthen our
business, while contributing to
the society and creating social,
environmental and economic
Impact.

Our motto is to build a sustainable life for the weaker and
under-privileged sections of the society. Their betterment
will lead to a brighter future for us as an organisation.

We stretch our aim towards serving humanity in several
ways.We care about helping those in need and living our
founder’s values. Our CSR activities reflect our on-going

commitment to innovation and sound business practices.

As an integral part of our commitment to Good Corporate

Citizenship, we believe in improving the quality of life
of people in our communities. Our motive is to help the
socially and economically backward groups, the under-
privileged and marginalised, and the society at large.

Our Key CSR Activities:

a. SANITATION

We joined hands with YUVA Unstoppable, an NGO, for
transforming sanitation in 30 municipal schools in Bavla
and Naroda (Nana Chiloda) area..

b. INFRASTRUCTURE

We worked towards restructuring and refurbishing of the
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basic facilities at 30 municipal schools:
Infrastructure painting
Clean and separate toilets for girls and boys
Hygienic drinking water facilities
Dishwashing area

Value based paintings

Sessions on “Health and Hygiene”were conducted for
children in municipal schools to make the best use of
resources.

c. INSTALLATION OF MODROOFS

We also joined handswith Pal ReMaterials India Pvt. Ltd.to
provide high-quality roofing to low-income communities.
Several families at these communities were formerly living
under cement sheets, facing conditions of extreme heat,
leakage and breakage.We took a pledge to develop 50
moulded roofs in slum homes for girls. These high-quality
roofs are developed such that they keep the house warm
in cold and cool in summer — being a perfect solution to
the needy.The houses of 50 short listed girl students with
excellent attendance and performance in their School
were installed with these ModRoofs. This was also aimed
at encouraging the parents to provide education to their
daughters.
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Mr. Janmejay R. Vyas
Chairman & Managing Director

Mr.Vyas promoted the parent company Dishman Pharmaceuticals
and Chemicals Ltd in 1983 with 19 subsidiaries worldwide.He heads
the R&D and production activities since 29 years and is also engaged
in marketing of in-house technologies and products, research and
production capabilities domestically and internationally. He has
been managing marketing and globalization activities since more
than 30 years and has successfully negotiated several contract
research proposals with clients.He has entered into a long-term
manufacturing and supply contract with several companies in Japan,
USA and Europe.In 1987, he set up the Naroda facility,and later in
1996, initiated the expansion of Bavla facility. His emphasis on quality
and adherence to international manufacturing standards ensured
the Bavla facility has been set up and developed as per international
standards. In the recent past, he has been engaged in acquisition of
several research-oriented companies, including Carbogen Amcis and
Vitamin D business in Netherlands.

Mrs. Deohooti J. Vyas
Whole-time Director

Mrs.Vyas holds a Bachelor’s Degree in Science. She has very rich
experience in the field of Administration and Human Resource
Development. She has been associated with the Dishman Group
since a long time. She has been extremely instrumental in strategic
decision making in the HR policies of the Company.

Mr. Arpit J. Vyas
Managing Director & CFO

Mr.Vyas has completed his Chemical Engineering degree from the
University of Aston, Birmingham.He has gained a rich experience

in the field of Marketing. He was first appointed as the Additional
Director of the Company, and thereafter as the Whole-time Director
w.elf. 1st June, 2009 and then as Managing Director since 28th May,
2013 and also appointed as CFO w.ef. 17th July,2015..He has been
extremely instrumental in the strategic decision-making processes
and Marketing Policies and the overall operation of the Company’s
plants worldwide. He is completely in charge of the corporate
functions such as finance, legal, IT, marketing, sales, etc.

Mr. Mark Griffiths
Director & Global CEO

Mr.Griffiths holds a Master's Degree in Science (Mechanical
Engineering) from the University of Bristol. He has extensive
background within the Pharma industry and has strong leadership
skills.He has more than 33 years of experience in Strategy, Business
Operation, Facility & Plant Engineering Design for pharmaceutical and
chemical plants.Before joining the Dishman Group as Global CEO,

he was the co-founder and joint owner of COSAM Developments
Ltd., a multi-discipline pharmaceutical consultancy firm.He has been
inducted on the Board from August 2014.
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Mr. Sanjay S. Majumdar
Director

Mr.Majumdar has a rich experience of over 30 years as a Practicing
Chartered Accountant. He is the Proprietor of the firm M/s. Sanjay
Majumdar and Associates and also a Partner with M/s.Parikh &
Majmudar.He has been the Chairman of the Editorial Committee

of the Ahmedabad Chartered Accountants Association Journal in
1994-95.He has also been a Chairman of the NRRC Committee of the
Chartered Accountants Association, Ahmedabad during 2000-01 and
2002-03.He has gained extensive experience in the areas of Finance,
Corporate Law, Direct Tax and Auditing & Accounting.

Mr. Ashok C. Gandhi
Director

Mr.Gandhi has a wide and rich experience as the Senior Advocate.
He is also a Partner with M/s.C.C.Gandhi & Co., Advocates, which is
an eminent and reputed firm based in Ahmedabad. He has extensive
experience and expertise in the field of Corporate Law. Currently, he
holds the position of Trustee in various Trusts having benevolent
objects.He is also a Member and President of various Societies and
Committees.

Mr. Rajendra S. Shah
Director

Mr.Shah is a Mechanical Engineer and the Chairman of Harsha
Engineers Limited, which commenced operations in 1972 and
manufactures bearing cages of any material and auto components.
He is recognised as the "Best Entrepreneur 2001" by the Ahmedabad
Management Association, Ahmedabad. He is serving as a President
of the Society For The Welfare of The Mentally Retarded, a parents
organization working for Welfare of Mentally Challenged Children,
running under the name "AASTHA"a vocational rehabilitation center
for mentally challenged persons having age above 21 years.

Mr. Subir Kumar Das
Director

Mr. Das has done his Masters in Management Studies (Finance), from
the BHU, Varanasi. He has done his M.Sc. (Chemistry) and is a rank
holder from the Lucknow University.He has also done his CAIIB from
Indian Institute of Bankers, Mumbai. He has a rich experience of 35
years in the field of Banking, Administration and Management. He

is presently working Guest Faculty of the National Institute of Bank
Management, Pune, since June 2014, where he conducts sessions on
Innovation, Strategy, Human Resource Management and Leadership.
He is the retired GM of Bank of Baroda.
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Leadership Team

Global Team

Mr. Mark Griffiths
Global CEO

Dr. Alan Fischer
Global Chief Information Officer

Mrs. Lizanne Muller
VP Corporate Compliance and
Governance, Dishman Europe

Mr. Pascal Villemagne
VP - Commercial, Dishman and CARBOGEN AMCIS AG

Mr. Martin Schneider
Global Chief Quality Officer

India Team

Mr. Bharat Padia
Executive Director

Ms. Himani S. Dhotre
Sr.VP (R&D) & CEO (Bavla Plant)

Mr. Mark Ipema
CO0

Mr. Harshil Dalal
Sr.VP (Finance & Accounts)

Mr. Jayesh A. Shah
VP (Production) & CEO (Naroda Plant)

Mr. Amish S. Parikh
VP (IT & Communication)

Mr. Dharmesh Desai
Asst.Company Secretary (Legal & Secretarial)
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Management Discussion & Analysis

19

India is firmly on its way to catapult
into a global growth engine. The
rate at which the economy is
growing also makes it one of the
fastest growing large economies

in the world. A positive economic
outlook clearly indicates that the
Indian growth story is seen gaining
strength in the years to come.
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ECONOMIC OVERVIEW

Global Economy

The global economy is seen growing by 3.4% in 2016 and
3.6% in 2017, as per the projection of the International
Monetary Fund (IMF).The anticipated pick-up in global
activity is envisaged to be slower than what was earlier
projected in the October 2015 World Economic Outlook
(WEQ), particularly in developing economies and
emerging markets.

Going forward, the progress in advanced economies is
seen tepid and volatility is expected to persist. However,
the situation in the emerging markets and the developing
countries is varied with several challenging scenarios. The
slowdown and restructuring of the Chinese economy,
correction in commodity prices and pressure on large
emerging economies are some factors expected to take a
toll on growth prospects in 2016 and 2017.

The projected uptick in growth over the next two years
depends on growth rates in countries which are currently
going through economic pain, such as Brazil, Russia and
some other countries in Middle East. However, any adverse
economic or political events can hamper recovery. In
conclusion, the underlying risks in the global economy
point towards a bleak outlook. Significant challenges such
as China’s rebalancing, lower commodity prices, and the
steady transitioning from monetary easing conditions

in the United States have been tackled to ensure global
growth does not get disrupted. (Source: IMF)

Indian Economy

India has long been viewed as a potential economic tiger
that is yet to achieve its potential. Myriad regulations and
the intricate federal structure of the government inhibited
business growth and held back India from achieving its
expected economic potential. However, that appears to
be changing gradually.India’s macro-economic conditions
saw an upswing in FY2016.The real Gross Domestic
Product (GDP) grew by 7.6% in FY2016, compared to

7.3% in FY2015.Inflationary pressures retreated with

the Consumer Price Inflation (CPI) softening to 4.8% in
FY2016,from 6.8% in FY2015 and 9.5% in FY2014, primarily
driven by falling commodity prices. Fall in oil imports and

Dishman Pharmaceuticals and Chemicals Limited



gold imports helped the government bring the current
account deficit (CAD) under control. Further, reduction in
oil subsidies also helped the government improve its fiscal
deficit position.

The State Governments, in lockstep with the Central
Government, have unveiled several reforms that have
made it comparatively easier to do business in India. Some
major policy reform initiatives by the government in
recent months include passage of Real Estate Bill, bringing
transparency to the sector and making it buyer-friendly,
and amendments to Mines and Minerals Act, which in
effect will increase revenue to the states. The Government
has also permitted 100% Foreign Direct Investment (FDI) in
the marketplace format of e-commerce retailing to attract
greater foreign investments into this high growth Indian
market.

On the back of promising monsoon as predicted by

Indian Meteorological Department (IMD) and a 7.7% GDP
growth forecast for FY2017,India is firmly on its way to
catapult into a global growth engine.The rate at which

the economy is growing also makes India one of the
fastest growing large economies in the world. A positive
economic outlook clearly indicates that the Indian growth
story is seen gaining strength in the years to come. (Source:
KPMG Report, 2016)
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INDUSTRY OVERVIEW

Global Pharmaceutical Industry

The preceding five years leading up to 2016 have
witnessed moderate growth in the global pharmaceuticals
industry.The growth has been backed by increasing
demand for healthcare and medications worldwide,
largely driven by the emerging economies. Improvement
in healthcare standards and higher focus on preventing
illnesses has led to consumers driving revenues. With an
increase in the number of individuals above the age of

65 years, there is a need to treat chronic illnesses leading
to higher demand for pharma products.Increasing
longevity has encouraged individuals to emphasise on
medications to improve health and the overall wellbeing.
Further, with a rise in new viruses, diseases and drug
resistant infections, there is a drastic increase in Research &
Development (R&D) work, boosting the revenues of major
pharmaceutical companies.

The global pharma industry is expected to see a spur

in personalised medicine development, with leading
companies making heavy investments in research. With
high level of development in genomics and big data,
firms are pushing towards providing dedicated remedies
to patients by studying their needs, preferences and
genetic characteristics. Industry experts mention that

~ 94% of the large pharmaceutical companies such as
AstraZeneca, Pfizer and Roche have invested significantly
in personalized medicine research.
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Management Discussion & Analysis

There has been a steady rise in the importance of speciality
medicines, with drugs such as Amgen’s Repatha and
Sanofi's Praulent expected to propel industry growth.
According to a report by the IMS Institute for Healthcare
Informatics, specialty medicines are projected to account
for 28% of the USS$ 1.4 trillion global medicine expenditure
by 2020. Further, the Evaluate Pharma World Preview 2015,
Outlook to 2020 report, predicts that by 2020, about 9 of
the 10 best-selling drugs (by revenue) in the United States
will be specialty drugs, compared with 7 in 2014.

However, the arrival of Biosimilars in the US in 2016 has
been huge relief to consumers as it comes at much lesser
cost vis-a-vis speciality drugs. Four biosimilars are seen
gaining approvals, with 50 more presently under review.
The advent of biosimilars should alleviate the burden

of rising drug prices on consumers. (Kelly Gooch, Senior
Reporter, Becker's Healthcare (December 2015)

We live in times of global uncertainty where R&D costs are
significant and some large players are looking to de-risk
their exposure by pooling pool with companies to explore
new sources of income. Considering this, there seems to
be significant headroom for mergers and acquisitions
(M&A) in the pharma space. Companies are also looking

to implement in-licensing of mid-to-late stage drugs for
potential high value drugs.This is instead of allocating
substantial capital for developing a product from scratch
to save on time and money. According to experts in the
pharma industry, some of the large companies are seen
losing close to ~US$ 17 billion from patent expiry in 2016.
These companies are focusing on keeping up to pace with
biotech companies by either acquiring or collaborating
with them.Small biotech companies typically struggle to
raise funds over time due to volatile economic cycles, so

it offers huge potential for large companies. (Source:The
Smart Cube)

Global Medicine Spend

Total spending on medicines in expected to reach US$
1.4 trillion by 2020, rising by 29% to 32% since 2015.This
is lower compared to a 35% increase in the preceding
five years. Key factors that will drive this growth are — an
ageing population in developed markets, rising income
levels and greater access to healthcare in pharmerging
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markets. Spending is expected to be largely centred
around developed markets, with almost half the spend
allocated for original brands, with the focus being on non-
communicable diseases. Speciality therapies will be more
prevalent and different traditional medicines will continue
to be used in the developed markets,as compared to

the pharmerging markets. However, patent expiries are
expected to balance the level of spending as some brands
lose their exclusivity and pricing power as a result.

Small molecule patent expiry in the past has led to a swift
change from medicines to generics, especially in the US.
The trend is expected to spread across other developed
markets too by 2020.Therefore, the emergence of generics
will have a significant impact on brand spending over the
next few years. Also, with the advent of biosimilar options
in addition to the ones present in Europe, contribution
from this alternative will be considerable, along with huge
influence that these biological patent expiries will have
over the next five years. As US spends more on biologics
than any of its counterparts in the developed markets, its
contribution towards cost reduction will be much greater.
Some of the main patents which may expire include — few
autoimmune treatments, insulins, and cancer treatments,
among others.

However, there is still no clarity on the exact dates as the
US biologics patent law situation is still some distance
away from being completely in place.There is a high
probability that almost every biological patent and
biosimilar launch could be challenged in courts over

the next few years.This could hamper the evolution of
biosimilar products in some way, going forward. However,
it is important to note that biosimilars are here to stay and
are expected to help in a meaningful amount of savings
for healthcare systems in the developed countries.

Dishman Pharmaceuticals and Chemicals Limited
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Source: IMS Institute Report- Global Medicine Use in 2020

Developed Markets

United States

Total spend on medicines in US is expected to reach

US$ 560-590 billion by 2020, indicating a sharp rise of
34% in spending over 2015 (on the basis of invoice price
basis). The increase in spending is seen being driven by
innovation, premium pricing and from the setback from
loss of exclusivity. The pace at which medicine spending
will rise over the next five years may not be as robust.This
is since in the last four years, 2012 included the largest
patent expiry collection ever;and 2014 has been one of
the best years for new medicine launches. Of the total US$
24 billion spent on new brands in 2014, almost 50% of the
allocation was driven by Hepatitis C treatments.

Generic medicines will continue to have a larger share of
the prescription medicine market in the US.This is seen
rising from 88% to 91% or 92% by 2020.The Affordable
Care Act (ACA) in the US will continue to have its influence
on medicine spend over the next few years,owing to the
increased purview of insurance protection. By 2020, ACA
is expected to have comprehensive coverage as per its
target and this would bring moderate new demand for
new medicines.However, the expenses of incremental
spending on medicines will be borne by Medicare,
Medicaid and other government funded or mandate
programs, ensuring that medicines command a huge
discount from list prices.
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Europe

The top five countries in Europe are expected to spend
US$ 180-190 billion on medicines in 2020.This will be
mainly driven by Germany and the increasing demand
for speciality medicines. Germany is seen spending up to
US$ 57 billion in 2020 from USS 41 billion currently. This
indicates an increase of US$ 16 billion, mainly driven by
higher acceptance of innovation. Other leading countries
in Europe could face spending constraints and France,
along with a few others and could see a decline in volume
of medicines consumed on a per capita basis.

UK'is relooking at the organization of National Health
Service (NHS) and its earlier pricing agreements with the
pharma industry, after the arrival of the conservative party
in national politics. Spain and Italy have been through

an extended economic downcycle and are struggling to
cope up.In the past, these countries have shifted medicine
usage to generics and have tried to gauge the savings
associated with this change. Considering these benefits
have already been attained through earlier initiatives and
fewer patents are expected to expire in the coming years,
these efforts prospectively could only have a minimal
impact going up to 2020. Governments in Europe were
the first ones to integrate the legislation pertaining to
biosimilars. They are expected to reap most of the benefits
in the developed markets from its early adoption.
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Pharmerging Markets

There is a huge potential for growth in spending in the
pharmerging markets. Spending is expected to touch US$
125 billion in 2020, mainly driven by widespread use of
medicines.Increase in per capita volume and monetary
allocation towards medicines suggests there is a conscious
desire from governments and private insurance markets
in pharmerging countries to increase the bandwidth of
healthcare.There is a considerable gap between the per
capita and overall spending growth over the next few
years, which is an indication of population growth.

Countries such as Saudi Arabia are taking a major leap in
the world of medicine. Its average spend is expected to be
USS 300 per person in 2020, with almost similar volume

of medicine usage per capita as an average developed
country.There are a host of countries with the highest per
capita spending growth, leading up to 2020.They also have
the lowest spend per person, indicating that the healthcare
in these countries is far worse than some of the better
pharmerging and developed countries. Also, the increased
spending on medicines should help them bridge the gap
with their superior counterparts, but it may still not be
enough to meet acceptable global healthcare standards.

Traditional Medicine Spend in 2020

Developed Markets
Diabetes | $96-101Bn

Pain  1$63-65Bn

Cardiovascular | §50-52Bn
Respiratory $42-44Bn
Blood Disorders, coagulation $35-37Bn
Antibiotics & Vaccines $35-37Bn
Mental Health $30-32Bn
Dermatology $25-27Bn
Other CNS $23-24Bn
Traditional medicines $50.9-1.3Bn

Source:IMS Institute Report- Global Medicine Use in 2020
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Increase in per capita volume

and monetary allocation towards
medicines suggests there is a
conscious desire from governments
and private insurance markets in
pharmerging countries to increase
the bandwidth of healthcare. There is
a considerable gap between the per
capita and overall spending growth
over the next few years, which is an
indication of population growth.

Over the years, China’s efforts to increase medical coverage
to its massive 1.4 billion population through standard
medical insurance will probably ensure incremental
spending leading up to 2020 will be limited. Per capita
medicine volume growth is expected to stay subdued
after the surge over the past few years and spending
growth will be around 10%, leading up to 2020.The
economy in China has shown signs of a slowdown and it is
likely patients will have to contribute significantly towards
medicine spending, which will be burdensome and will
hamper overall spending. China continues to be the largest
pharmerging market. Despite the fact that spending will
be slower than earlier in the decade, it is expected to be at
or above GDP growth through 2020.

Developed Markets
Traditional medicines
Cardiovascular

Antibiotics & Vaccines

Pain
Respiratory $11-12Bn
Diabetes $11-12Bn
Blood disorders, coagulation $8.5-9Bn
Dermatology $8-9Bn
Mental Health $4-58Bn
Other CNS $2.5-3.58Bn

Dishman Pharmaceuticals and Chemicals Limited



Prime Drivers for Medical Spend

An anticipated increase in the number and quality of
innovative drugs will lead the revolution of disease
treatments by 2020.This is as we start seeing the benefits
of incessant research and development work being carried
out over many years. Some key elements of innovation
which will drive the industry are biomarkers, genomics,
genetic testing, better output from clinical development
and cost rationalization.The provision for development
incentives such as quick approvals for “breakthroughs;and
pre competitive tie-ups will boost the overall R&D activity
over the next few years.

New Medicines available in 2020

In 2020, there will be approximately 943 New Active
Substances (NAS) that have been around over the past
quarter century which will be commonly accessible

to people around the globe. These curable solutions,
more often than not, take a long time to reach patients
outside the developed markets. Hence, most innovation
over the next five years may not be widely accessible.
Prospectively, more of the new medicines would treat

ailments pertaining to oncology and orphan diseases

and many of them will include a wide variety of specialty
small molecule medicines. Patients can expect to have an
opportunity to gain access to path breaking therapies and
innovation, which could potentially treat diseases such as
hepatitis C, cancer,autoimmune diseases and heart disease
by 2020.

Cancer related treatments denote one of the biggest
categories of the 225 new medicines expected to be rolled
out over the next 3-5 years. For instance, myeloma could
see a mortality rate increase above 50% if new treatments
are as successful as some of the early experiments suggest.
More than 90% of the anticipated new cancer treatments

Speciality Medicines and Leading Therapy Areas in 2020

*Sales in CAGR
Specialty Share of Spending 2020 US$ Leading Specialty Therapy Areas 2020 2016-2020
oncology [ $100-120n 9-12%
Autoimmune - $55-65Bn 11-14%
Viral Hepatitis - $45-55Bn 7-10%
Immunosuppressants . $20-30Bn 11-14%
G'”:’fﬁ:dmg HIV Antivirals — [IF $20-308n 1-4%
Immunostimulants I $15-18Bn 2-5%
36(y0 1 20/0 Interferons l $7-9Bn 1-4%
Erythropoietins l $7-9Bn 0-3%
v T Mecular Degeneration l $6-8Bn 6-9%
$850-880 Bn $350-390 Bn

Source: IMS Institute Report- Global Medicine Use in 2020
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will be dedicated therapies — ones which will use a cancer
cell process, mechanism or genetic marker to select or
deliver treatment — of which one-third will use a biomarker.
An estimated one-third of cancer treatments will target
rare cancers deemed orphan diseases.

More than 470 drugs will be readily available to treat
orphans for 7,000 rare diseases with no or limited
treatments available. Although the worldwide medicine
spending on orphan drugs is expected to be 1-2% of

the total global spend, it could be as much as 10% in
developed markets such as in the U.S.Many revolutionary
treatments are expected to be in place over the next

few years.This many include practical cures for hepatitis
C,a bunch of small molecule and biologic immunology
treatments for rheumatoid arthritis and new treatments for
host of diseases which have earlier been catered to with
age old, often generic, small molecule treatments. By 2020,
there will be few, but extremely critical, cell-based and
gene-based therapies in place for patients, often with short
or one-time dosing, for treating diseases with significant
challenges including, but not limited to, cancers, HIV,
genetic disorders and autoimmune diseases.

Oncology

The age of accurate treatment for all cancer types will still
be on the radar by 2020. However,important progress

will have been made across a number of tumour types.
Biomarkers are increasing vital for clinical trials as more
approved drugs come together with the instruction to use
a biomarker or an accompanying diagnostic to inform and
direct their use. Increasing pressure from payers to restrict
access or limit the use of expensive targeted treatments
can be expected. At the same time, those with biomarkers
can expect that eligible patients will be tested and likely be
approved for use.Oncology treatments will include more
immunotherapies, targeted therapies and personalized
medicines, sometimes used together in a regimen. This
will improve further survival and life expectancy for many
cancers.

Over one-third of new cancer medicines in research

are currently testing a biomarker and trials employing
biomarkers for patient selection have a higher probability
of success.The largest part of research and development
activity that will produce new therapies in the next five
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years are in larger population tumours such as breast,
lung, colorectal,and leukemias and lymphomas. Many of
these already have a number of new treatment options
in the last five years.In these sections, majority of the
advancements will bring the potential of efficacy, safety,
and improved dosing administration. A few new cancer
medicines will aim to cure cancers including myeloma,
pancreatic, aggressive ovarian,and melanomas. This

is while often providing diagnostics and anticipating
considerable improvements in survival.

Currently, there are five treatments in the pipeline for
myeloma in late stage development.Many of these have
advanced functions with one providing an oral option
substitute to the currently available infusion treatment
which has less than 50% of the 5-year survival prospects.
Many new treatments are expected to be approved swiftly
based on priority review and breakthrough designations
from regulators.This includes the first oral proteasome
inhibitor (ixazomib), a Signaling Lymphocytic Activation
Molecule F7 (SLAMF7; elotuzumab) and a CD38-targeted
monoclonal antibody (daratumumab). Currently, there

are 19 immunotherapies under development using the
PD-1 or PD-L1 targeting mechanism and many tumours
may show results from this approach of marshalling a
patient’s own immune system in treatment. Many of these
treatments will be added to existing targeted treatments,
raising the prospect of extremely expensive regimens for
some tumours. This will require a strong evidence basis to
determine appropriate use, both clinically and financially.
(Source: IMS Institute report- Global Medicine Use in 2020)

CRAMS Industry — Global & India

The global CRAMS market grew around 15-16% CAGR for
the period 2005 to 2010.0n the other hand, the Indian
CRAMS market grew around 25-30% CAGR during the
same period. During 2009-2011, the pharma industry
underwent across the globe consolidation and cost
rationalization steps. Along with unfavourable currency
impact, this affected the Indian CRAMs industry. However,
the growth steadily picked up at 15-16% during 2011-14.
Patented drugs worth approximately US$ 85 billion in
potential yearly revenues in the US are expected to go off
patent during 2014-2020.The Indian CRAMS companies
are expected to receive a boost considering their strong

Dishman Pharmaceuticals and Chemicals Limited
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strategic partnerships with leading pharmaceutical and
biotech companies in the world.

Key Drivers for the Indian CRAMS Industry

1. New drug development is a time consuming process.
It takes ~10-15 years from inception to launch a
new drug. Outsourcing research work on complex
molecules can help reduce drug development time.

2. Asinnovator companies are shifting their focus
towards core competence, innovator companies are
increasingly outsourcing non-core activities to improve
cost efficiencies and productivity.

3. With patent expiries forthcoming, innovators are
expected to outsource work to low cost destinations.

The Indian CRAMS industry has benefited as global
pharma has opened up access and also set up supply
chains across the globe.This resulted in higher
contribution from exports. Exports constitute more

than 75% of revenues in 2014 of the CRAMs industry,

up from 62% in 2010. Efficiency in manufacturing and
maturity of business models led to containment in cost of
manufacturing approximately to 55% of sales.To capture
greater global market share, Indian CRAMS companies
have added capacity at a rate exceeding growth in sales.

However, the growth of the Indian CRAMS industry may

be negatively impacted by regulatory directives.Indian
pharma companies have been issued various letters/
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notices by USFDA regarding non-compliance with the
testing, hygiene and cGMP standards.

BUSINESS OVERVIEW

Head-quartered out of India, the Dishman Group

is a truly global and integrated CRAMS player with

strong capabilities across the value chain. Dishman
Pharmaceuticals and Chemicals Limited, the flagship
company, includes its Indian and foreign subsidiaries, joint
ventures and associate companies across the globe.

The Group has presence across the world servicing
customers from all the key advanced markets including
US, Europe and Asia. It possesses a wide range of research

oo

The Indian CRAMS industry has
benefited as global pharma has
opened up access and also set up
supply chains across the globe.
Efficiency in manufacturing and
maturity of business models

led to containment in cost of
manufacturing.
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The Group has presence across
the world servicing customers
from all the key advanced markets
including US, Europe and Asia. It
possesses a wide range of research
competencies and manufacturing

capacities across multiple continents.

competencies and nine manufacturing capacities

across multiple continents and countries, including
Switzerland, UK, France, China, Japan and India. It operates
9 manufacturing sites in total — 4 in Switzerland; 2 in Indig;
and one each in UK, France and China.

The Group recently witnessed profound organisational
and operational restructuring. It first added the post of
Group CEO and then added the posts of a Group-level
Chief Information Officer and a Chief Quality Officer. This
includes a particular mandate of integrating the Group's
operations and cross-selling its global capabilities to
customers across the world.

End-to-End Service Offering
Chemical Development - Commercial Manufacture -
Supply of APIs

Our Product Portfolio
Active Pharmaceutical Ingredients

High Potent APIs
Intermediates

Phase transfer catalysts
Vitamin D

Vitamin D analogues
Cholesterol
Lanolin-related products

Antiseptic and disinfectant formulations
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Our Business Verticals
1. CONTRACT RESEARCH AND

MANUFACTURING (CRAMS)

Our principal line of business is Contract Research

and Manufacturing Services (CRAMS) and marketable
molecules such as bulk drugs, intermediates, and
quaternary ammonium compounds (quats).We are an
integrated CRAMS player with strong capabilities across
the value chain. Through our CRAMS business, we assist
drug innovators in development and optimisation

of processes for novel drug molecules in various

stages of the development process. The CRAMS unit
manufactures drug quantities required for conducting
clinical trials.

Once the innovative molecules are approved, this
unit explores the possibility of possible large-scale
commercial supply tie-ups. We provide end-to-end
high-value Asian cost-base CRAMS offerings — right
from process research and development to late-
stage clinical and commercial manufacturing. CRAMS
contributes 71.18% to our total revenues. With an
expanded capacity in place, we are strongly placed to
benefit from a revival in the global CRAMS industry.

a. CARBOGEN AMCIS

The CARBOGEN AMCIS brand represents the
Group’s first port of call for Pharmaceutical
companies across the United States and Europe.
Endowed with broad-based skill sets, the
operations running under this brand are located

in Switzerland, France, the UK and China. The
Switzerland-based CRAMS business is the Group’s
method of being close to its customers and being
involved with them from the very early stages

of research and manufacturing trials. As a front-
end interface for its trans-Atlantic customers, the
Company engages with its customers by hand-
holding their entire drug development cycle from
initial research to late stage small-scale commercial
productions. Most small and large pharmaceutical
players prefer to work with partners close by in the
early stages of the product development process.
Considering this, CARBOGEN AMCIS represents the
Group's gateway for customer acquisition and for

Dishman Pharmaceuticals and Chemicals Limited



maintaining close relations with them throughout a
product’s lifecycle.

. Dishman India

The Dishman brand represents the Group’s second
part of call for the same Pharmaceutical companies
engaged with CARBOGEN AMCIS. Once CARBOGEN
AMCIS has satisfied a customer up to a point in
terms of research, trials and small scale commercial
production, they are able to derive further value
with the Group. The Company successfully scales
them towards large-scale commercial production
using its specialised high capacity operations in
India and China. The Indian facility at Bavla, Gujarat
and the Chinese facility in Shanghai are particularly
well invested and suited for mid-to-large scale
production. Through this method, the Group is
able to derive significant value out of the research
work done at CARBOGEN AMCIS to commercial
production in India and China, thereby resulting
into an end-to-end integrated CRAMS offering.

MARKETABLE MOLECULES
a. Specialty Chemicals

Dishman Specialty Chemicals is the global leader

in the specialty chemicals segment and the

leading manufacturer of Phase Transfer Catalysts.

It manufactures and supplies high-quality
intermediates, fine chemicals, and various products
for pharmaceutical, cosmetic and related industries.
The Company had a long association with the
manufacture and supply of Quaternary ammonium
compounds (Quats) for use as phase transfer
catalysts. We have world-class manufacturing
expertise, logistics and competitive pricing. We
possess domain expertise in solids handling
technology, which helps us expand our offerings to
include ammonium and phosphonium high-purity
solid Quats, Phosphoranes and Wittig reagents. We
have also gained expertise in providing tailor-made
solutions.

. Vitamins and Chemicals

Dishman Vitamins & Chemicals manufactures
and supplies a range of Vitamin D and Vitamin

339 Annual Report 15-16

D analogues. It also manufactures cholesterol

and lanolin related products for pharmaceutical,
cosmetic and related markets. After having
acquired our Vitamin D business in Netherlands, we
are the market leaders in the advanced regulated
markets in the Vitamin D space.

There was a change in strategy of the Company in
the year under review, where the Company decided
to reduce its focus on the low margin Vitamin D
business. Instead, it decided to concentrate on

high value Vitamin D analogues and cholesterol
business, where the margin realisation was much
higher. Moreover, the distributorship channel was
done away with and “direct sales to end-customer”
strategy was implemented in the year under review.
These strategies have worked fantastically well for
the Company, as the operating profitability margins
have improved dramatically from 19% in FY2014-
1510 30% in FY2015-16. All of the production is
now being done at the Netherlands facility and

the renewed strategy should help your Company
sustain and even improve the profitability margins
at the Netherlands operations.

. Disinfectants

Dishman Care has a range of hand and body wash,
sanitisers and antiseptics, apart from its active
pharmaceutical ingredients and formulations
businesses. We offer a range of antiseptics and
disinfectants for application in healthcare and
related industries. Our range of products will
include bulk drugs, phase transfer catalyst and
fine chemicals. We have a deep portfolio of ‘next
generation’innovative antiseptic and disinfectant
formulations. Our product pipeline specialises in
high quality, cost effective, proven anti-microbial
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products based on Chlorhexidine Gluconate (CHG)
and Octenidine dihydrochloride (OCT). We aim

to provide specialist products for environmental
decontamination based on hydrogen peroxide
disinfectants.

OUR COMPETITIVE STRENGTHS

A. Capabilities across the entire CRAMS value
chain

Today, the Dishman brand is perceived by global
customers as a preferred global outsourcing partner
with capabilities across the entire CRAMS value chain,
with services ranging from process R&D and pilot
supply, to full scale and commercial manufacturing
from purpose built and dedicated facilities. The Group's
India and Chinese facilities possess strong chemistry
skill sets — a large dedicated multiple shift R&D
operations;and 26 and dedicated production facilities
for APIs, intermediates (India, China) with dedicated API
manufacturing capacity at India and China.

Presence along the Value Chain:
Building Blocks - Commercialisation - Launch Stage

B. High Potency API Capability

The Dishman Group has invested in world class
capabilities to address the Anti-Body Conjugates (ADC)
market. Coupled with 14 years of HiPo APl experience,
the High Potency API business will represent a
significant opportunity for step change in the Group's
top and bottom line growth.The Group has a strongly
differentiated set of capabilities in the HiPo APl arena
with pre-clinical AP, phase 1/phase 2/phase 3 and
commercial APl and up to clinical Ph2 parenteral
dosage form capabilities. All these capabilities remain
in-house and underwritten by a consolidated project
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management capability to take customers from pre-
clinical stages through to commercial manufacturing
of APIs.

Unparalleled Capabilities in scaled-up
Commercial Manufacture

The Dishman Group offers unparalleled capability in
scaled-up commercial manufacture of highly potent
compounds and vitamins. The Group provides state
of-the-art containment services. All facilities operate to
current Good Manufacturing Practice (cGMP) and can
produce materials for pre-clinical testing, clinical trials
and commercial use. Dishman’s HiPo API facility at Bavla,
coupled with the capabilities in HiPo APl in Switzerland,
provide a customer compelling set of assets and
technical skills. The HiPo API facility in Bavla, Unit 9, is
world-class, designed and constructed with current
state-of-the-art systems and procedures which ensure
complete continuity with facilities in Switzerland, thus
providing a complete end-to-end API supply chain
‘under one roof’

Seamless Integration of our Capabilities

We continue to cross sell our multiple broad-based
capabilities across geographies and leverage fresh
opportunities wherever possible. Our joint Global
Sales team continues to project the Group as“One
Company - Two Brands”under the CARBOGEN

AMCIS and Dishman brands. Our unified approach in
projecting the disparate and wide-spread capabilities
is already beginning to have a positive impact.We
have been successful in integrating our capabilities
across our Swiss, India and China development and
manufacturing facilities, which has helped to start
utilizing our global capacities in an optimal manner.
Unit 9 is implementing projects that have been
successfully transferred to Bavla, after being developed
at the Swiss facility in its early stages.

OUR PRIME GROWTH DRIVERS IN FY2016

CRAMS getting back on the growth path

Turnaround of CARBOGEN AMCIS, led by margin
improvement, new products, ADC and Unit 9-HiPo

China facility becoming profitable

Dishman Pharmaceuticals and Chemicals Limited
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We have added many small and
mid-size biotech companies into our
customer portfolio, which are largely
concentrated on new chemical
entity development and eventual
commercialisation.

Vitamin D business moving on track, with key focus on
integrating vitamin business

Focus on high margin products and reduced
concentration on the low margin business

OUR KEY STRATEGIES IN PLAY

Diversifying our Customer Base

Dishman Pharma earlier had a very high customer
concentration in the form of large pharmaceutical MNCs
in the US and UK. However, it changed its strategy by
diversifying and widening its existing customer base for
global CRAMS business

By diversifying our customer mix, we are ensuring we

are not over dependent on our business with large
pharmaceutical companies.We have added many small
and midsize biotech companies into our customer
portfolio, which are largely concentrated on new chemical
entity development and eventual commercialisation. This
also helps us to de-risk our business model and ensure that
we are able to develop the molecules at a faster pace and
at a lower cost.

Increasing Focus on Innovative and Niche
Generic APIs

We are significantly enhancing our focus on innovative
and niche generic APIs in a bid to enhance our business
and increase utilisation of spare capacities, without any
additional capex. Due to our philosophy of understanding
the unmet needs of the society in terms of the critical
diseases and addressing them with newly developed
chemical entities, we are highly focused on niche therapies
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across innovator and generic APIs. During the year, we had
a successful FDA scrutiny at Bavla towards the pre-approval
inspection of an API (“Bedaquiline”) for an innovator, of
which we are one of the suppliers.

Strengthening Order Book and New Product
Launches

The group has a strong pipeline of development
molecules across different phases. A key driver for CRAMS
is the niche development molecules and strong order
book at CARBOGEN AMCIS AG and India facilities. The
company has currently about 13 late Phase Il molecules,
which is a very healthy pipeline entering commercial stage.
Atleast a few molecules are expected to go commercial in
the next 2-3 years, which are expected to yield significant
revenue and profitability growth.The company will ensure
that its development pipeline is always full with niche
molecules so that there are more chances of the molecule
going commercial.

Focusing on Margin Improvement

The entire management philosophy is to develop and
manufacture APIs for new chemical entities and niche
generics, which are required by the patients suffering
from the critical illness diseases. Keeping this in mind,

the company has identified 4-5 key therapeutic areas
where it would largely focus its energies. These molecules
will add significantly to the profitability parameters of

the company. Also, the company has done away with
manufacturing certain low margin products and that
strategy would continue going forward.This will also help
the company in better utilisation of the existing capacities
by manufacturing high margin products without incurring
any significant capital expenditure.

In addition to the above, the company continues its focus
on improving operational efficiencies and cost reduction
measures with a view to improving profitability at
operational level without impacting the revenue growth.
With debt reduction and conversion of rupee debt into
foreign currency debt plans in place, the finance cost is
expected to reduce over the coming years.

All of the above efforts should help the company improve
its profits margins even further going forward.
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We are focusing on contract
research and manufacturing
services segment of our business,
disinfectant business segment as
well as on our Vitamin D3 analogues
and cholesterol business. The
outlook for CRAMS and innovative
and niche generic APIs is extremely
positive.

MANAGEMENT OUTLOOK

We are focusing on high-margin, high-value business and
expect a sizeable improvement in financial and operational
performance in the years ahead.We are focusing on
contract research and manufacturing services segment of
our business, disinfectant business segment as well as on
our Vitamin D3 analogues and cholesterol business. The
outlook for CRAMS and innovative and niche generic APls
is extremely positive.

We foresee HiPo API, niche generic APl and disinfectants
businesses to be our future growth drivers.We are
expecting the positive momentum to be maintained due
to better performance in CARBOGEN AMCIS, improvement
in Vitamin D margins and better realisation in Netherlands
facility. About 70% of Dishman’s portfolio is geared towards
higher-end API supplies with vitamin D3, bulk drugs,
generic APIs and disinfectants accounting for balance
30%.In Vitamin D3, the key focus will be on quality rather
than volumes, which will protect our EBITDA margin.
Interest cost savings due to debt repayment and margin
expansion will drive our earnings CAGR in the next few
years. Scalability of our HiPo facility at Bavla and approvals
from regulatory authorities will gradually lead to better
profitability.
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RESEARCH & DEVELOPMENT

With strong R&D experience and effective relationships
with MNC Customers, we are today a premier contract
manufacturing organisation.We spent the year acquiring
newer and sophisticated analytical instruments which
helps us undertake complex and high-cost research
projects in steroids and oncology drugs. Globally, we

have more than 550 scientists.We have more than 50
Doctorates as Senior Scientists and 200 Scientists working
under them in India.

Our continued focus is to keep improving the current
processes,aimed at better operations and productivity.

We have thirteen multi-purpose R&D cum production
units at Bavla and two multi-purpose production units

at Naroda, near Ahmedabad, Gujarat. We also have our
manufacturing and R&D facilities at Switzerland, France, the
UK and Netherlands. Our Greenfield manufacturing facility
is located at Shanghai Chemical Industry Park, Shanghai,
China.

As part of our business strategy, we have been
continuously increasing the number of clients to reduce
dependency on any single client.This is also aimed at
increasing our product range to reduce product risk and
also enter contract manufacturing through contract
research of new molecules.Our strategy is also aimed

at entering specific markets with relevant marketing
innovation and technology transfer in developing markets.

Dishman Pharmaceuticals and Chemicals Limited



FINANCIAL OVERVIEW
Business Highlights (Consolidated)

(X in Crores)

Particulars 2015-2016 2014-2015 Growth (%)
Net Sales & Operating Income 1,596.05 1,588.74 0.46%
Other Income 26.54 86.91 -69.47%
Total Income 1,622.59 1,675.65 -3.71%
EBITDA 410.32 31362 30.83%
Depreciation 109.06 150.71 -27.64%
PBIT 327.80 24896 31.69%
Interest & other Finance charges 94.44 89.71 5.28%
Profit Before Tax 233.36 159.20 46.58%
Tax Expense 62.36 3944 58.10%
Profit after Tax 171.11 119.81 42.82%

During the year, the turnover has gone up to ¥ 1,596.05
crore,as compared to X 1,588.74 crore, resulting in a
growth of 0.46%. CRAMS segment registered a turnover of
¥1,142.29 crore compared to X 1,100.93 crore during

the previous year. Other segments which include bulk
drugs, intermediates, Quats and speciality chemicals and
outsourced/traded goods registered growth at X 453.56
crore, against ¥ 474.26 crore in the previous year.

CRAMS is our largest business segment which caters to the
requirements of multinational pharmaceutical companies
internationally. We develop intermediates/APIs based on
our customer’s request. This business involves significant
R&D efforts to develop the products and processes. Our
wholly-owned subsidiary CARBOGEN AMCIS located in
Switzerland is spearheading our R&D efforts. Around 72%
of our consolidated turnover is generated from CRAMS
segment.

Others segment (which includes bulk drugs, intermediates,
speciality chemicals and outsourced/trade goods)
contributed around 29% of consolidated turnover in 2015-
2016.0ut of ¥ 1,596.05 crore sales, CARBOGEN AMCIS has
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accounted for sales of ¥ 779.46 crore (previous year

% 771.25 crore),Vitamin D and speciality chemicals
business has accounted for sales of ¥ 223.19 crore
(previous year X 227.04 crore) and CARBOGEN UK Ltd.
accounted for sales of ¥ 68.86 crore (previous year X 85.35
crore). Remaining sales of X 524.54 crore (previous year

% 491.55 crore) was accounted by DPCL and its trading
subsidiaries.

Material Costs
+ Raw material consumption for the year was ¥ 336.30
crore,as against ¥ 551.72 crore in the previous year.

Inventory of raw materials increased by ¥ 2.08 crore
during the year.

Work in process increased by X 29.18 crore and finished
goods decreased by ¥ 23.60 crore, respectively.

Manufacturing Expenses
Manufacturing expenses mainly comprise Power &
Fuel X 46.61 crore and Repairs & Maintenance ¥ 84.80
crore. This was against X 51.38 crore and X 71.99 crore,
respectively,in the previous year.
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+ Our Manufacturing Expenses accounted for 9.85%
of sales during the year, as against 8.77% during the
previous year.

Administrative, Selling and Other Expenses

+ Our major components of administrative, selling and
other expenses include rent, rates & taxes, legal &
professional charges, clearing & forwarding, travelling &
conveyance,and insurance premium,among others.

+ Administrative, selling and other expenses for the year
amounted to X 160.13 crore, as against X 166.49 crore
during the previous year.

+ These expenses accounted for 10.25% sales during the
year,as against 10.66% during the previous year.

Composition of Expenses & Profit (% to Consolidated
Revenue 2014-2015)

2%
Povision for Tax

Expenses ................................
................ 7%
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...... -y
11%
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26% Expenses
Employee Benefit
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Employee Emoluments

Employee emoluments (other than managerial
remuneration) increased to ¥ 535.49 crore during the
year,as against ¥ 423.21 crore during the previous year.

Interest and Finance Charges

Interest and Finance charges during the year increased
to X 94.44 crore, as against ¥ 89.71 crore during the
previous year.This increase of Interest & Finance
Charges is due to forex loss of ¥17.94 crore.

Depreciation

Depreciation charges for the current year amounted
to X 109.06 crore, as against ¥ 150.71 crore during the
previous year.

Addition to fixed assets during the year was X 117.04
crore, as against X 193.16 crore during the previous year.

Provision for Tax

A sum of ¥ 48.02 crore (net of MAT entitlement) was
provided during the year towards current tax, as against
% 40.88 crore during the previous year.The Company
has provided provision for deferred tax of X 14.33 crore
during the year, as against deferred tax written back of
% 1.45 crore during the previous year.

Composition of Expenses & Profit (% to Consolidated
Revenue 2015-2016)
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Profit After Tax
Net Profit after Tax for the current year was X 171.11

crore, as against ¥ 119.81 crore during the previous year.

Earnings Per Share
Basic Earnings Per Share for the current year works out
to X 21.20,as against ¥ 14.85 during the previous year.

Financial Condition

(i) Secured Loans:
Secured loans stood at X 685.19 crore as at 31 March,
2016, as against ¥ 805.95 crore as at 315 March, 2015.

(ii) Unsecured Loans:
Unsecured loans as on 31 March, 2016 were at
¥ 257.62 crore, as against ¥ 126.74 crore as on 31
March, 2015.

oo

We have thirteen multi-purpose R&D
cum production units at Bavla and
two multi-purpose production units
at Naroda, near Ahmedabad, Gujarat.
We also have our manufacturing and
R&D facilities at Switzerland, France,
the UK and Netherlands.

SEGMENT-WISE OR PRODUCT-WISE
PERFORMANCE

The Business Segments of the Company comprise the
following:

(iii) Inventories:

Major items of inventories as of 31t March, 2015 are as

under:
X in Crores)
Particulars 2015-16 2014-15
Raw material 147.41 14533
Work in process 209.25 180.07
Finished Goods 120.70 97.10

Segment

Description of the Activity

CRAMS

Contract Research and
Manufacturing Segment
under long term supply
agreements

Others

Bulk Drugs, Intermediates,
Quats and Specialty
Chemicals and
outsourced/traded goods

Debtors as of 31 March, 2016 amounted to X 152.33 crore,
as against X 217.11 crore during the previous year.

(iv) Cash & Bank Balance:
Cash and Bank Balance as on 31t March, 2016 is
¥ 62.20 crore, as against ¥ 36.20 crore as on
31t March, 2015.

(v) Creditors:
Creditors as of 31t March, 2016 is ¥ 86.97 crore as

The break-up of Company’s total income from the product

segments —"CRAMS Segment”and “Other Segments"for

the last three years is as under:

R in Crores)

Product March 31, | March 31, | March 31,
Segment 2014 2015 2016
CRAMS 933,52 1,100.93 1,142.49
Others 451.80 47427 453.56
Total 1,385.32 1,575.20 1,596.05

compared to X 151.44 crore as at 31 March, 2015.
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INTERNAL CONTROL SYSTEMS

Dishman has a comprehensive system of internal control
and internal audit, commensurate with its size and
complexity of the business and considering the essential
components of internal control stated in the Guidance
Note on Audit of Internal Financial Controls Over Financial

55



Management Discussion & Analysis

Reporting (“the Guidance Note”) issued by the Institute

of Chartered Accountants of India (“the ICAI").Your
Company has appropriate internal control systems for
business processes with regards to efficiency of operations,
financial reporting, compliance with applicable laws

and regulations,among others and with the objective

of safeguarding the Company’s assets, ensuring that
transactions are properly recorded and authorised and
providing significant assurance at reasonable cost, of the
integrity, objectivity and reliability of financial information.

The Company continually upgrades internal control system
by adding better process control, various audit trails and
use of external management assurance services, whenever
required.The internal control system is supplemented

by extensive internal audits, conducted by independent
firms of chartered accountants in close coordination with
finance and account department.The findings of Audit
Team are discussed internally as well as in audit committee
meetings.The Audit Committee of the Board of Directors
reviews the adequacy and effectiveness of internal control
systems and suggests improvement for strengthening
them from time to time.

RISK MANAGEMENT

Global operations and product development for
regulated markets pose significant challenges and risks
for the organization. Such risks, if not identified and
addressed properly in a timely manner could adversely
impact accomplishment of the overall objectives of the
organization and its sustainability.

An effective risk management framework enhances the
organization’s ability to proactively address its risks and
opportunities by determining a risk mitigation strategy
and monitoring its progress on continuous basis.

Our Enterprise Risk Management (ERM) framework
encompasses practices relating to identification,
assessment, monitoring and mitigating of various risks to
key business objectives. ERM at Dishman seeks to minimise
adverse impact of risks on our key business objectives and
enable the Company to leverage the market opportunity
effectively.
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An effective risk management
framework enhances our ability to
pro-actively address its risks and
opportunities by determining a risk
mitigation strategy and monitoring
Its progress on continuous basis.

Our risk management framework is intended to ensure
that risks are identified in a timely manner.We have
implemented an integrated risk management framework
to identify, assess, prioritize, manage/mitigate, monitor
and communicate the risk across the Company. Senior
management personnel are part of our risk management
structure. Plant level committees headed by senior
management personnel meet at regular intervals to
identify various risks, assess, prioritize the risks. After

due deliberations, appropriate strategies are made for
managing/mitigating the risks. The Company takes the
help of independent professional firms to review the

risk management structure and implementation of risk
management policies. Audit Committee, on a quarterly
basis, reviews the adequacy and effectiveness of the

risk management strategies, implementation of risk
management/mitigation policies. Audit Committee advises
the Board on matters of significant concerns for redressal.

OPPORTUNITIES AND THREATS

Most of the innovator companies are facing challenge of
depleting research pipeline and losing patent protection
for their blockbuster drugs in the next few years. The new
drug discovery process is also becoming more difficult
with reducing success probabilities and increasing
research and development costs. This has opened up
opportunities to CRAMS players from low cost destinations
like India. Dishman has identified this opportunity very
early and started working with innovators with customs
synthesis projects and contract manufacturing of APIs,
which result into overall growth in turnover.

Dishman Pharmaceuticals and Chemicals Limited



In view of the huge potential the CRAMS segment offers
to Indian companies, many of the big pharmaceutical
companies in India started exploring opportunities for a
share in CRAMS segment with big investments.This may
result in increased competition in the long run.

In addition to the above, another major development has
been on the New Molecule Entities (NMEs) front. Most

of the recent innovation in this segment has come from
small to mid-sized bio-pharmaceutical organizations.This
has changed the dynamics of this business as the large
pharmaceutical players are increasingly become mainly
marketing and finished dose form organizations.

The Company believes that it can manufacture various
APIs/intermediates and speciality chemicals of best

quality at a low cost.Many of innovator companies are
outsourcing their products to our Company.Recognizing
this opportunity, the Company continued to take initiatives
in reducing its costs by employing lean manufacturing
techniques & resource management initiatives and
broadening the product base.

INFORMATION TECHNOLOGY

With the changing scenario, your Company is also
adopting the best technology from time to time. This year,
your Company has implemented a Disaster Recovery Site.
The Company has implemented MRP module for in-time
inventory control. The Company also plans to upgrade
latest available technology in security. After successfully
running the SAP your Company is on the verge of
implementing SAP Costing Module, Business Intelligent
for taking effective decisions.The Company also wants to
start its activities on the E-procurement module, upgrade
its network from Megabyte to Gigabyte and upgrade its
servers from time to time.

INDUSTRIAL RELATIONS & HUMAN
RESOURCE MANAGEMENT

Employees are the backbone of the organizations.The
organizations which values and appreciates its human
resource always succeed in their goal and receive positive
feeling of respect from the market. Dishman always
believes in the concept of human empowerment. It firmly
believes that human resource is the most important

339 Annual Report 15-16

AN

assets of the organization. It is not shown in the corporate
balance sheet, but influences appreciably the growth,
progress, profits and the shareholders’values. During

the year, your Company continued its efforts aimed at
improving the HR policies and processes to enhance its
performance.The vision and mission of the Company is to
create culture and value system and behavioural skills to
ensure achievement of its short and long-term objectives.

The Company as on 31*March, 2016, has 829 employees
on its roll and continues to attract excellent talent both
from within and outside India to further its business
interests. Industrial Relations continue to be cordial.

CAUTIONARY STATEMENT

This document contains statements about expected

future events, financial and operating results of Dishman
Pharmaceuticals and Chemicals Limited, which are forward-
looking. By their nature, forward-looking statements require
the Company to make assumptions and are subject to
inherent risks and uncertainties. There is significant risk that
the assumptions, predictions and other forward-looking
statements will not prove to be accurate. Readers are
cautioned not to place undue reliance on forward-looking
statements as a number of factors could cause assumptions,
actual future results and events to differ materially from those
expressed in the forward-looking statements. Accordingly,
this document is subject to the disclaimer and qualified in its
entirely by the assumptions, qualifications and risk factors
referred to in the management’s discussion and analysis of
Dishman Pharmaceuticals and Chemicals Limited's Annual
Report, 2015-16.
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Notice

NOTICE is hereby given that the 33" Annual General Meeting of the Members of DISHMAN PHARMACEUTICALS AND
CHEMICALS LIMITED will be held on Tuesday, the 27t September, 2016 at 10:00 a.m. at H. T. Parekh Hall, 15t Floor,
Ahmedabad Management Association, ATIRA Campus, Dr.Vikram Sarabhai Marg, Ahmedabad-380015 to transact the following
business:

ORDINARY BUSINESS

1. To receive, consider and adoptt the Audited Financial Statements (including Audited Consolidated Financial Statements)
for the financial year ended 31 March, 2016 and the Reports of the Board of Directors and Auditors thereon.

2. To confirm the payment of interim dividend on equity shares.

3. To appoint a Director in place of Mr. Janmejay R. Vyas, (DIN : 00004730) who retires by rotation and being eligible, offer
himself for reappointment.

4.  To ratify appointment of Joint Statutory Auditors of the company and to fix their remuneration, and if thought fit, to
pass the following resolution as an Ordinary Resolution:

“RESOLVED THAT pursuant to the provisions of Sections 139 and other applicable provisions, if any, of the Companies
Act, 2013 (the “Act”) read with the Companies (Audit and Auditors) Rules, 2014 (“Rules”) (including any statutory
modification or re-enactment(s) thereof, for the time being in force), the Company hereby ratifies the appointment of
M/s.V. D. Shukla & Co., Chartered Accountants, Ahmedabad, (Firm Registration No.110240W) and M/s. Haribhakti & Co.
LLP, Chartered Accountants, Mumbai (Firm Registration No.103523W) as the Joint Statutory Auditors of the Company
to hold office from the conclusion of this Annual General Meeting (AGM) till the conclusion of the next AGM of the
Company to be held in calendar year 2017 at such remuneration, as may be fixed by the board of directors of the
company on the recommendation of the Audit Committee.”

SPECIAL BUSINESS

5. To approve the payment of remuneration to Non-Executive Directors, and if though fit, to pass the following resolution
as a Special Resolution:

“RESOLVED THAT in supersession of earlier resolution passed by members of the Company through Postal Ballot on
13™ January, 2015 and pursuant to the provisions of Sections 197,198 and all other applicable provisions of the
Companies Act, 2013 and Companies (Appointment and Remuneration of Managerial Personnel) Rules, 2014 (including
any statutory modification(s) or re-enactment thereof for the time being in force), the Consent of the Company be and
is hereby accorded for the payment of remuneration to the non-executive directors of the Company (i.e. directors
other than the Managing Director and/or the Whole-time Directors) as may be determined by the Board of Directors,
for each Non-executive Directors for the remaining period of two years for each financial year ending on 31t March,
2017 upto and including financial year ending on 315 March, 2018 to be calculated in accordance with the provision of
section 198 of the Companies Act, 2013, and distributed between such Non-Executive Director (s) and in such a manner
as the Board of Directors may from time to time determine within the maximum limit of 1% of net profit of the Company,
in addition to the sitting fees being paid by the Company to all the Non-Executive Directors for attending Board /
Committee meetings of the Company.

RESOLVED FURTHER THAT the Board of Directors of the Company be and is hereby authorised to do all acts and take
all such steps as may be necessary, proper or expedient to give effect to this resolution.”

Registered Office By Order of the Board of Directors
Bhadr Raj Chambers,

Swastik Cross Roads Janmejay R. Vyas
Navrangpura, Ahmedabad-380 009 Chairman & Managing Director

DIN - 00004730
Date : 19" May, 2016
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Notice cont)

NOTES:

1.

A MEMBER ENTITLED TO ATTEND AND VOTE AT THE MEETING IS ENTITLED TO APPOINT A PROXY TO ATTEND
AND VOTE INSTEAD OF HIMSELF/HERSELF. APROXY NEED NOT BE A MEMBER OF THE COMPANY. A person can act
as proxy on behalf of members not exceeding 50 (fifty) and holding in aggregate not more than 10% (ten percent) of
the total share capital of the Company. However, a member holding more than 10% (ten percent) of the total share
capital of the Company may appoint a single person as proxy and such person shall not act as proxy for any other
member.

The instrument appointing the Proxy should, however, be received at the Company’s Registered Office not later
than 48 hours before the commencement of the meeting.

The relevant Explanatory Statement and reasons in respect of proposed special business pursuant to Section 102(1) of
the Companies Act, 2013 is annexed hereto and relevant details as stipulated under Regulation 36(3) of SEBI (LODR),
2015 and Secretarial Standard on General Meetings (“SS-2") issued by Institute of Company Secretaries of India, in
respect of directors seeking appointment/reappointment as director under Item No. 3, is as under:

Name of the Director Mr. Janmejay R. Vyas

Age 65 Years

Date of first Appointment on the Board 29% June, 1983

Qualification He has a bachelor’s degree in Chemistry from St. Xavier’s

College, Ahmedabad and a bachelor’s degree in Pharma & Fine
Chemical Technology from the UDCT, Mumbai.

Experience He is a Technocrat having more than 40 years wide experience
in PharmaTechnology. He was acting as a consultant to various
pharmaceutical companies during 1974 to 1983. In 1983, he
promoted the parent Company namely M/s. Dishman
Pharmaceuticals and Chemicals Ltd. (DPCL). He is managing the
affairs of the DPCL since inception. He has been the head of
the research and development division of DPCL since 33 years.
In 1987, he set-up the Naroda facility of DPCL. Based on his
understanding of the potential international outsourcing
opportunity developing in the global pharmaceutical industry,
he initiated the expansion of DPCL at Bavla in 1996. His
emphasis on quality and adhering to international
manufacturing standards ensured that Bavla facility was set-
up and developed as per internationally accepted standards.
He has successfully marketed the DPCL's inhouse technologies
and products, research and production capabilities both
domestically and internationally. He has been felicitated with
(i) the’Bharatiya Udyog Ratan Award’in September 2000 by the
Indian Economic Development & Research Association, New
Delhi and (ii) the ‘Outstanding Entrepreneur’1999 by the
Federation of Gujarat Industries, Baroda.

Disclosure of Relationship Mr. Janmejay R.Vyas is Husband of Mrs. Deohooti J. Vyas, Whole
Time Director and Father of Mr. Arpit J. Vyas, Managing Director
& CFO of the Company.

No. of Shares held in the Company 50559710
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Terms and Conditions of Re-appointment As per the resolution passed by the members of the Company
through Postal Ballot on 13 January, 2015, Mr. J. R. Vyas has
been re-appointed as Chairman & Managing Director for a
period five years w.e.f. 1t March, 2015. In terms of Section 152
of the Companies Act, 2013, he retires by rotation at the Meeting
and being eligible offer himself for re-appointment.

Remuneration last drawn ¥ 5.46 crores

Remuneration proposed to be paid As per existing terms and conditions

Number of meetings of the Board attended PI. refer Corporate Governance Report section of the Annual
during the financial year Report 2015-16

Directorship held in other Companies

Chairmanship/Membership of Committees of
other Boards

The Registrar of members and share transfer books of the Company will remain closed from Tuesday, the 20* day of
September, 2016 to Tuesday, the 27* day of September, 2016 (both days inclusive) for the purpose of Annual
General Meeting.

Shareholders holding shares in electronic mode are requested to notify immediately any change in their address, to
their DP and Shareholders holding shares in physical mode are requested to notify any change in their address to the
Registrar & Share Transfer Agent of the Company.

To support ‘Green Initiative’ shareholders who hold shares in electronic mode and who have not registered
their email addresses, so far, are requested to register their email address and changes therein from time to
time, with their concerned Depository Participant. Shareholders who holds share in physical mode are requested
to register their email addresses with the Company/ Registrar.

Members/Proxies attending the meeting are requested to bring the duly completed Attendance Slip to the Meeting.
Members, who have registered their email addresses for receipt of documents in electronic mode under the Green
Initiative of Ministry of Corporate Affairs, are being sent Notice of AGM by email and others are being sent by permitted
mode.

Electronic copy of the notice of the Annual General Meeting along with Annual Report inter-alia, including remote e-

voting instructions, proxy form and attendance slip is being sent to all the shareholders whose name appears in the
prelist furnished by NSDL and CDSL as Beneficial Owner as on 26™ August, 2016 at the email Ids registered with the
Company/DP for communication purposes. For those shareholders whose name stand registered in the Register of
Members as on 26" August, 2016 and who have not registered their email address, physical copies of the Notice of the
Annual General Meeting along with Annual Report inter-alia, including remote e-voting instructions, proxy form and
attendance slip is being sent to them in the permitted mode.

Voting rights shall be reckoned on the paid-up value of shares registered in the name of the member / beneficial
owner as on the cut-off date i.e. Tuesday, 20t September, 2016.

E-Voting

In terms of Section 108 of the Companies Act, 2013 read with the Companies (Management and Administration) Rules,
2014, as amended and Regulation 44 of SEBI (LODR), 2015, the Company is pleased to provide the e-voting facility
through Central Depository Services Limited (CDSL) to its Members holding shares in physical or dematerialized form,
as on the cut-off date to exercise their right to vote by electronic means on any or all of the business specified in the
accompanying Notice (the “Remote e-voting”). It is hereby clarified that it is not mandatory fora member to vote using
the e-voting facility and a member may avail the facility at his / her discretion, subject to compliance with the instructions
for Remote e-voting.
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10.

11.

12.

13.

14.

15.

16.

In case of Members who are entitled to vote, amongst members present in person at the meeting, but have not exercised
their right to vote by electronic means, the Chairman of the Company shall allow voting by way of poll in terms of Rule
20 (4) (xi) of the said Rules for the business specified in the accompanying Notice. For abundant clarity, in the event of
poll, please note that the Members who have exercised their right to vote by electronic means shall not be eligible to
vote by way of poll at the Meeting.

The information with respect to Voting Process and other instructions regarding Remote e-voting are detailed hereinafter
under “Instruction for e-voting".

General information on E-voting

(i)  The e-voting period commence on, Saturday, 24t September, 2016 at 9.00 a.m. and ends on Monday, 26*"
September, 2016 at 5.00 p.m. During this period, shareholders holding shares either in physical form or in
dematerialised mode as on Tuesday, 20t September, 2016 (cut-off date) may cast their vote electronically.
The e-voting module will be disabled by CDSL for voting thereafter. Once the vote on resolution is casted by the
shareholder, he shall not be allowed to change it subsequently.

(ii)  Mr. Ashok P. Pathak, Practicing Company Secretary (Membership No. ACS: 9939; CP No: 2662) (Address: F-904,
Titanium City Centre, 100 ft. Anand Nagar Road, Near Indian Oil Petrol Pump, Satellite, Ahmedabad-380015) has
been appointed as the Scrutinizer to scrutinize the Remote e-Voting process in a fair and transparent manner.

(iii)  The scrutinizer shall count the votes cast at the meeting, thereafter unblock the votes cast through remote e-
voting in the presence of at least two witnesses not in employment of the Company.

(iv)  The Scrutinizer shall within a period not exceeding 48 hours from the conclusion of the AGM make a Consolidated
Scrutinizer’s Report of the votes cast in favour or against, if any, and submit the same to the Chairman of the
meeting or a person so authorised by him in writing, who shall countersign the same.

(v)  Theresults shall be declared forthwith by the Chairman or a person so authorised by him in writing on receipt of
consolidated report from the Scrutinizer. The Results declared along with Scrutinizer’s Report shall be placed on
the Company’s website www.dishmangroup.com and shall also be communicated to the BSE Limited and National
Stock Exchange of India Limited.

Members are requested to intimate to the Company, queries, if any, on the accounts at least 10 days before the date of
the meeting to enable the management to keep the required information available at the meeting.

Annual Report for the FY 2015-16 of the Company has been uploaded on website of the Company i.e.
www.dishmangroup.com

Pursuant to the provisions of Section 124(5) and 125 of the Companies Act, 2013, the Company has transferred the
unpaid or unclaimed dividend upto and for the financial year 2007-2008, to the Investor Education and Protection
Fund (IEPF) established by the Central Government.

As per the notification issued by Ministry of Corporate Affairs (MCA), details of unclaimed dividend amounts as referred
to sub section (2) of Section 125 of the Companies Act, 2013, is available on the Company’s website:
www.dishmangroup.com

All documents referred to in the accompanying notice are open for inspection at the registered office of the Company
during office hours on all working days, except Saturdays and Sundays, between 2.00 p.m. and 4.00 p.m. up to the date
of the Annual General Meeting.

Members are entitled to make nomination in respect of shares held by them. Members desirous of making nominations
are requested to send the prescribed Form duly filled in and signed by them to the Depository Participants in case the
shares are held in electronic form.

The route map showing directions to reach the venue of the 33" Annual General Meeting is annexed.
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THE INSTRUCTIONS FOR SHAREHOLDERS VOTING ELECTRONICALLY ARE AS UNDER:

(xii)

(xiii)

62

The voting period begins on Saturday, 24" September, 2016 at 9.00 a.m. and ends on Monday, 26" September,
2016 at 5.00 p.m. During this period shareholders’ of the Company, holding shares either in physical form or in
dematerialized form, as on the cut-off date (record date) i.e. Tuesday, 20* September, 2016 may cast their vote
electronically. The e-voting module shall be disabled by CDSL for voting thereafter.

The shareholders should log on to the e-voting website www.evotingindia.com.
Click on Shareholders.

Now Enter your User ID

a. For CDSL: 16 digits beneficiary ID,

b.  For NSDL: 8 Character DP ID followed by 8 Digits Client ID,

[ Members holding shares in Physical Form should enter Folio Number registered with the Company.
Next enter the Image Verification as displayed and Click on Login.

If you are holding shares in demat form and had logged on to www.evotingindia.com and voted on an earlier voting
of any company, then your existing password is to be used.

If you are a first time user follow the steps given below:

For Members holding shares in Demat Form and Physical Form

PAN Enter your 10 digit alpha-numeric PAN issued by Income Tax Department (Applicable
for both demat shareholders as well as physical shareholders)Members who have not
updated their PAN with the Company/Depository Participant are requested to use
the sequence number which is printed on Notice/Attendance Slip indicated in the
PAN field.

DOB Enter the Date of Birth as recorded in your demat account or in the company records
for the said demat account or folio in dd/mm/yyyy format.

Dividend Bank Details Enter the Dividend Bank Details as recorded in your demat account or in the company
records for the said demat account or folio.Please enter the DOB or Dividend Bank
Details in order to login. If the details are not recorded with the depository or company
please enter the member id / folio number in the Dividend Bank details field as
mentioned in instruction (iv).

After entering these details appropriately, click on “SUBMIT” tab.

Members holding shares in physical form will then directly reach the Company selection screen. However, members
holding shares in demat form will now reach ‘Password Creation’ menu wherein they are required to mandatorily enter
their login password in the new password field. Kindly note that this password is to be also used by the demat holders
for voting for resolutions of any other company on which they are eligible to vote, provided that company opts for e-
voting through CDSL platform. It is strongly recommended not to share your password with any other person and take
utmost care to keep your password confidential.

For Members holding shares in physical form, the details can be used only for e-voting on the resolutions contained in
this Notice.

Click on the EVSN 160829015 for the relevant “Dishman Pharmaceuticals and Chemicals Limited” on which you
choose to vote.

On the voting page, you will see “RESOLUTION DESCRIPTION” and against the same the option “YES/NO” for voting.
Select the option YES or NO as desired. The option YES implies that you assent to the Resolution and option NO implies
that you dissent to the Resolution.

Click on the “RESOLUTIONS FILE LINK" if you wish to view the entire Resolution details.
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(xiv)

(xv)
(xvi)

(xvii)

After selecting the resolution you have decided to vote on, click on “SUBMIT". A confirmation box will be displayed. If
you wish to confirm your vote, click on “OK’, else to change your vote, click on “CANCEL" and accordingly modify your
vote.

Once you “CONFIRM” your vote on the resolution, you will not be allowed to modify your vote.
You can also take a print of the votes cast by clicking on “Click here to print” option on the Voting page.

If a demat account holder has forgotten the login password then Enter the User ID and the image verification code and
click on Forgot Password & enter the details as prompted by the system.

(xviii) Shareholders can also cast their vote using CDSL's mobile app m-Voting available for android based mobiles. The m-

(xix)

(xx)

Voting app can be downloaded from Google Play Store. Please follow the instructions as prompted by the mobile app
while voting on your mobile.

Note for Non - Individual Shareholders and Custodians

. Non-Individual shareholders (i.e. other than Individuals, HUF, NRI etc.) and Custodian are required to log on to
www.evotingindia.com and register themselves as Corporates.

. A scanned copy of the Registration Form bearing the stamp and sign of the entity should be emailed to
helpdesk.evoting@cdslindia.com.

. After receiving the login details a Compliance User should be created using the admin login and password. The

Compliance User would be able to link the account(s) for which they wish to vote on.

. The list of accounts linked in the login should be mailed to helpdesk.evoting@cdslindia.com and on approval of
the accounts they would be able to cast their vote.

. A scanned copy of the Board Resolution and Power of Attorney (POA) which they have issued in favour of the
Custodian, if any, should be uploaded in PDF format in the system for the scrutinizer to verify the same.

In case you have any queries or issues regarding e-voting, you may refer the Frequently Asked Questions (“FAQs”) and
e-voting manual available at www.evotingindia.com, under help section or write an email to

helpdesk.evoting@cdslindia.com.

Contact Details

Company Dishman Pharmaceuticals and Chemicals Ltd.
Registrar & Transfer Agent Link Intime India Pvt. Ltd.
Ahmedabad Office Units 303, 3rd Floor, Shoppers PlazaV,

Opp. Municipal Market, Behind Shopprs Plaza ll, off C. G. Road,
Ahmedabad - 380 009.
Email: ahmedabad@linkintime.co.in

e-Voting Agency Central Depository Services (India) Limited
Email: helpdesk.evoting@cdslindia.com
Scrutinizer Mr. Ashok P. Pathak, Practicing Company Secretary

Email: csashokppathak@gmail.com
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EXPLANATORY STATEMENT PURSUANT TO SECTION 102(1) OF THE COMPANIES ACT, 2013

The following Explanatory Statement sets out all material facts relating to the special business mentioned in the accompanying
Notice dated 19" May, 2016.

ITEM NO. 5

Section 198 of the Companies Act, 2013 provides for payment of remuneration by way of commission to a Director who is
neither in whole time employment nor a Managing Director, up to a limit of one percent of the net profits, if the Company
has a Managing or Whole-time Director or three percent, in case the Company is managed by the Board of Directors having
no whole time or managing director without the approval of the Central Government, if the Company by special resolution
authorizes such payment.

As the members are aware that, on 30™ July, 2013 by passing a special resolution as such, Members of the Company given
their consent and authorized Board of Directors for payment of commission to Non-Executive Director(s) as may be determined
by the Board of Directors for each such Non-Executive Director for each financial year ending on 31st March, 2014 up to and
including financial year ending on 31st March, 2018 within a maximum limit of one per cent of the net profits of the Company,
subject to maximum of ¥18.00 Lacs in aggregate. Thereafter, looking to the new responsibilities entrusted to the Non-executive
Directors under the new Companies Act, 2013 to make their role more objective and purposeful, the said limit of ¥18.00 lacs
has been increased to ¥25.00 lacs and approved by the members of the Company vide special resolution passed through
postal ballot on 13th January, 2015.

As mentioned above the Non-executive Directors have been entrusted with new responsibilities under the Companies Act,
2013 to make their role more objective and purposeful and keeping in view the enhanced role, responsibilities and duties of
directors and simultaneously increase in number of Non-executive Directors of the Company, the present limit of ¥25.00 lacs
is not enough and it is considered appropriate that the remuneration payable to the Non-Executive Directors by the Company
should be commensurate with their increased role, responsibilities and duties. Therefore the Board of Directors of the Company
atits meeting held on 19" May, 2016 has decided to remove the limit of ¥25.00 lacs and approved the payment of remuneration
by way of commission to the Non-executive Directors of the Company (i.e. Director who is neither in whole time employment
nor a Managing Director), subject to approval of the members in general meeting, up to a maximum permissible limit of one
per cent of the net profits of the Company as the Board may determine keeping in view and after considering the contribution
of and valuable services rendered by each such Non-Executive Director(s), for the remaining period of two years for each
financial year ending on 31st March, 2017 up to and including financial year ending on 31st March, 2018. Apart from the
Commission on the net profits as aforesaid, each Non-Executive Director of the Company is presently entitled to sitting fees
of ¥20,000/- per meeting of the Board/ Committee of the Board attended by them.

The Board of Directors recommends the special resolution as set out in item No.5 of the Notice for approval by the Members.

Except Mr. Sanjay S. Majmudar; Mr. Ashok C. Gandhi; Mr. Subir Kumar Das; Mr. Rajendra S. Shah and their relatives, none of the
other Directors or key managerial personnel or their relatives, are in any way, concerned or interested in this resolution.

Registered Office By Order of the Board of Directors
Bhadr Raj Chambers,

Swastik Cross Roads Janmejay R. Vyas
Navrangpura, Ahmedabad-380 009 Chairman & Managing Director

DIN - 00004730
Date : 19" May, 2016
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Directors’ Report

To
The Shareholders of
Dishman Pharmaceuticals and Chemicals Limited

Your Directors have pleasure in presenting their Report along with the Audited Accounts of the Company for the year ended March 31,
2016.

FINANCIAL RESULTS
(X InCrores)

Standalone Consolidated

Particulars 2015-2016  2014-2015 2015-2016 2014-2015
Net Sales 510.39 49224 1596.05 1575.19
Profit before tax & other adjustments 120.25 103.83 233.35 159.20
Net current tax expenses 20.89 27.02 48.02 40.88
Deferred tax liability / (Assets) 12.21 18.33 14.33 (1.45)
Profit for the year 87.15 58.48 171.11 119.81
Balance of profit brought forward 141.48 118.53 505.21 421.14
Amount available for appropriation 228.63 177.01 676.32 540.95
Adjustment of Depreciation - (1.11) - (1.32)
Appropriations:

Transfer to debenture redemption Reserve - - - -
Transfer to general reserve 15.00 15.00 15.00 15.00
Interim Dividend 16.14 - 16.14 -
Proposed dividend - 16.14 - 16.14
Tax on proposed dividend (3.29) 3.29 (3.29) 3.29
Balance carried to balance sheet 200.77 141.48 648.47 505.21

PERFORMANCE AND OPERATION REVIEW
Standalone Financial Results

In FY2015-16, your Company achieved revenue of ¥ 510.39 crores as compared to ¥ 492.24 crores in FY2014-15. Profit before tax stood
at ¥ 120.25 crores in FY2015-16 as against ¥ 103.83 crores in FY2014-15. Profit for the year remains at ¥ 87.15 crores in FY2015-16 as
compared to ¥ 58.48 crores in FY2014-15.

Earning per share for the FY2015-16 remains at ¥ 10.80 per share as against ¥ 7.25 per share in FY2014-15.
Consolidated Financial Results

In FY2015-16, your Company achieved revenue of ¥ 1596.05 crores as compared to ¥ 1575.19 crores in FY2014-15. Profit before tax
stood at ¥ 233.35 crores in FY2015-16 as against ¥ 159.20 crores in FY2014-15. Profit for the year remains at % 171.11 crores in FY2015-
16 as compared to ¥ 119.81 crores in FY2014-15.

Earning per share for the FY2015-16 remains at ¥ 21.20 per share as against ¥ 14.85 per share in FY2014-15.

A detail analysis of the performance of the company, its subsidiaries and financial results is given in the Management Discussion and
Analysis Report, which forms part of this report.

DIVIDEND

On March 10, 2016, the Board of Directors of the Company has declared an interim dividend of ¥ 2.00 (i.e. @ 100%) per equity share on
8,06,97,136 Equity Shares of % 2.00 each, amounting to % 16.14 crores and paid to the members, whose names appeared on the Register
of Members of the Company on March 18, 2016. Your Directors have considered it financially prudent in the long-term interests of the
Company to reinvest the profits into the business of the Company to build a strong reserve base and grow the business of the Company
and therefore no final dividend has been recommended and the interim dividend declared is the dividend on equity shares of the
Company for the financial year ended Marc