














SCHEDULE

S
T4
annexed to and forming part of the Financial Statements
(Rs. in lacs)
As at As at
31-Mar-2010 31-Mar-2009
SCHEDULE - 1 : SHARE CAPITAL
Authorised
150,000,000 Equity Shares of Rs. 5 each 7,500.00 7,500.00
2,500,000 Preference Shares of Rs. 100 each 2,500.00 2,500.00
10,000.00 10,000.00
Issued and Subscribed
84,625,360 Equity Shares of Rs. 5 each 4,231.27 4,231.27
Paid-up
84,611,360 Equity Shares of Rs. 5 each 4,230.57 4,230.57
Amount originally paid up on 14,000 Equity Shares forfeited 0.35 0.35
4,230.92 4,230.92

Notes :

(1) 70,980,592 Equity Shares of Rs. 5 each were allotted as fully paid up bonus shares; out of which 42,305,680 Shares
were allotted by way of capitalisation from Capital Redemption Reserve and 28,674,912 Equity Shares were allotted

by way of capitalisation from General Reserve.

(2) 1,244,768 Equity Shares of Rs. 5 each were allotted without payment being received in cash pursuant to the schemes

of amalgamation.

(3) 43,057,736 Equity Shares (previous year 43,057,736 Equity Shares) of Rs. 5 each are held by holding company

Torrent Private Limited.

(Rs. in lacs)
As at As at
31-Mar-2010 31-Mar-2009
SCHEDULE - 2 : RESERVES AND SURPLUS
Capital Reserve
Balance as per last Balance Sheet 71.08 41.08
Add : Capital Subsidy received - 30.00
71.08 71.08
Capital Redemption Reserve
Balance as per last Balance Sheet 384.71 384.71
Share Premium Account
Balance as per last Balance Sheet 4,279.88 4,279.88
General Reserve
Balance as per last Balance Sheet 55,700.00 41,200.00
Add : Transfer from Profit and Loss Account 5,600.00 14,500.00
61,300.00 55,700.00
Balance in Profit and Loss Account 17,818.57 8,601.65
83,854.24 69,037.32
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(Rs. in lacs)

As at As at
31-Mar-2010 31-Mar-2009
SCHEDULE - 3 : SECURED LOANS
Long Term Loans [Note: 2]
from Banks [Note: 1(al)] 25,110.36 23,312.30
from a Financial Institution [Note: 1(b)] 3,680.00 6,015.00
Short Term Loans from Banks [Note: 1(c)] 7,673.80 2,500.00
36,464.16 31,827.30

Notes :
(1) Loans are secured by :

(a) First equitable mortgage of immovable fixed assets and hypothecation of moveable fixed assets, present and future,
located at formulation manufacturing facilities, Village Indrad; research facilities, Village Bhat; and corporate
office, Ahmedabad, all in Gujarat, on pari passu basis.

(b) First equitable mortgage of immovable fixed assets and hypothecation of moveable fixed assets, present and
future, located at formulation manufacturing facilities in Baddi, Himachal Pradesh.

(c) Hypothecation of inventories and book debts.

(2) The future annual repayment obligations on principal amount for the above long term loans are as under :
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2010-11 Rs. 3,838 lacs
2011-12 Rs. 10,779 lacs
2012-13 Rs. 4,743 lacs
2013-14 Rs. 5,306 lacs
2014-15 Rs. 1,500 lacs
2015-16 Rs. 2,062 lacs
2016-17 Rs. 562 lacs
Total : Rs. 28,790 lacs
(Rs. in lacs)
As at As at
31-Mar-2010 31-Mar-2009
SCHEDULE - 4 : UNSECURED LOANS
Long Term Loans [Note: 1]
from Banks 9,792.63 10,486.04
from Department of Science and Technology 793.60 892.80
from Department of Bio-Technology 314.06 -
Short Term Loans
from Banks 4,875.12 -
from a Financial Institution - 5,000.00
15,775.41 16,378.84
Note :
(1) The future annual repayment obligations on principal amount for the above long term loans are as under :
2010-11 Rs. 99 lacs
2011-12 Rs. 131 lacs
2012-13 Rs. 3,426 lacs
2013-14 Rs. 3,426 lacs
2014-15 Rs. 3,426 lacs
2015-16 Rs. 162 lacs
2016-17 Rs. 131 lacs
2017-18 Rs. 99 lacs
Total:  Rs. 10,900 lacs
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SCHEDULE - 5 : FIXED ASSETS

(Rs. in lacs)
Gross Block (At Cost) Depreciation and Amortisation Net Block
Particulars Additions | Deductions o
As at durin during the As at As at For the |deduction As at As at As at
1-Apr-09 | - 9 9 ™€ | 31-Mar-10| 1-Apr-09 | year | during [31-Mar-10(31-Mar-10|31-Mar-09
eyear | year the
year
Free Hold Land [Note: 4] 4,349.32 146.80 - 4,496.12 - - - - 4,496.12 4,349.32
Lease Hold Land 2,242.83| 1,397.40 - 3,640.23 0.47 35.12 - 35.59| 3,604.64 2,242.36
Buildings 18,727.58 948.98 12.35| 19,664.21 3,349.85 563.11 1.58( 3,911.38| 15,752.83| 15,377.73
Plant and Machineries
[including Laboratory
Equipments] 28,659.70( 5,436.32 58.26| 34,037.76 9,595.36| 3,283.04 34.12( 12,844.28| 21,193.48| 19,064.34
Electrical Equipments 5,894.95 467.37 62.88 6,299.44 2,087.00 451.27 23.30( 2,514.97| 3,784.47 3,807.95
Furniture and Fixtures 2,623.62 188.10 8.60| 2,803.12 934.21 390.01 497 1,319.25| 1,483.87 1,689.41
Office Equipments 3,048.61 431.61 32.78| 3,447.44 2,226.88 401.86 19.55| 2,609.19 838.25 821.73
Vehicles 1,510.93 186.36 205.42| 1,491.87 462.12 135.99 103.93 49418 997.69 1,048.81
Intangibles being Software 1,020.53 278.48 - 1,299.01 699.36 188.23 - 887.59 411.42 321.17
TOTAL 68,078.07| 9,481.42 380.29| 77,179.20| 19,355.25| 5,448.63 187.45| 24,616.43| 52,562.77| 48,722.82
Previous Year 61,229.80| 8,000.20 1,151.93| 68,078.07| 16,478.38| 3,739.16 862.29( 19,355.25| 48,722.82
Notes :
(1) Additions to Research and Development assets during the year are as under :
(Rs. in lacs)
Particulars 2009-10 2008-09
Free Hold Land 146.80 -
Buildings 243.29 211.22
Plant and Machineries [including Laboratory Equipments] 853.66 922.42
Electrical Equipments 100.79 28.42
Furniture and Fixtures 29.93 4576
Office Equipments 83.62 53.56
Vehicles 25.30 92.18
Intangibles being Software 89.94 85.57
Total 1,573.33 1,439.13

(2) Capital work in progress and advances for capital expenditure on Research and Development assets are as under :

(Rs. in lacs)
Particulars As at As at
31-Mar-10 31-Mar-09
Capital work in progress 81.92 655.03
Advances for Capital expenditure 81.22 33.79
Total 163.14 688.82

(3) Depreciation and Amortisation for the year includes Rs. 6.31 lacs (previous year Rs. Nil) transferred to capital work
in progress as pre-operative expenses. [Refer Schedule 21 (4)]

(4) Freehold Land includes pro-rata cost of Land amounting to Rs. 2,379.06 lacs (previous year Rs. 2,379.06 lacs)
owned jointly in equal proportion with a Company under the same management, Torrent Power Limited.
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(Rs. in lacs)
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As at As at
31-Mar-2010 31-Mar-2009
SCHEDULE - 6 : INVESTMENTS No. of
Units
LONG TERM INVESTMENTS [At Cost]
Investment in Subsidiaries, Unquoted
Zao Torrent Pharma 5400 2,308.49 2,308.49
Fully paid up Equity Shares of Russian Roubles 100 each
Less: Provision for diminution in value [Schedule 21 (8)] 2,308.49 -
- 2,308.49
Torrent Do Brasil Ltda. 19144418 3,111.04 3,111.04
Fully paid up Equity Shares (Quotas) of Brazilian Real 1 each
Torrent Pharma GmbH : Equity Capital - 3,645.29 3,645.29
Torrent Pharma Inc. 12000 498.78 498.78
Fully paid up Common Stock of USD 100 each
Torrent Pharma Philippines Inc. 55852 91.64 91.64
Fully paid up Equity Shares of Philippines Pesos 200 each
Laboratorios Torrent , S.A. De C.V. 42035 1,587.73 823.78
Fully paid up Equity Shares of Mexican Pesos 1000 each
[previous year - no. of units : 21047]
Torrent Pharma Japan Co. Ltd 200 38.30 38.30
Fully paid up Equity Shares of Japanese Yen 50000 each
Torrent Australasia Pty Limited 675000 29.94 29.94
Partly paid up Common Stock of Australian Dollar (AUD)
1 each, AUD 0.1282 paid each
Torrent Pharma Canada Inc. 60750 27.32
Fully paid up Equity Shares of Canadian Dollar 1 each
9,030.04 10,547.26
Trade Investments, Unquoted
York Pharma Plc.- Fully paid up Equity Shares of United
Kingdom's Sterling 0.05 each 63056 155.60 155.60
Less: Provision for diminution in value 155.60 155.60
GPC Cayman Investors | Ltd. - Fully paid up Equity Shares
of USD 10 each 442918 1,901.49 1,901.49
Shivalik Solid Waste Limited - Fully paid up Equity Shares
of Rs. 10 each 20000 2.00 2.00
1,903.49 1,903.49
Non-Trade Investments, Unquoted
National Savings Certificates 1.10 1.10
Aggregate Long Term Investments 10,934.63 12,451.85
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(Rs. in lacs)

As at As at
31-Mar-2010 31-Mar-2009
CURRENT INVESTMENTS [Af lower of cost or market value] No. of
Units
Non-Trade Investments, Unquoted
Units of Mutual Fund Schemes - Debt and Gilt Funds
Birla Sunlife Savings Fund - Institutional Growth 15935644 2,777.04 -
|CICI Prudential Flexible Income Plan Premium - Growth 1327134 2,259.84 =
Tata Floater Fund - Growth 16522513 2,251.90 -
HDFC Floating Rate Income Fund - Short Term Plan 10504398 1,616.23 -
IDFC Money Manager - Treasury Plan - Growth 11321194 1,227.54 -
Birla Sunlife Cash Plus - Institutional Premium - Growth 7468767 1,099.88 1,460.38
[10418739]
Kotak Floater Long Term - Growth 6806938 980.53 -
Prudential ICICI Liquid Plan - Institutional Plus - Growth [16310678] - 2,111.14
HDFC Cash Management Fund Saving - Growth [10997100] - 2,014.06
TATA Gilt Securities Fund - Appreciation [6688607] - 1,780.21
TATA Liquid Super High Investment Fund - Appreciation [77074] - 1,250.86
Birla Sunlife Income Plus - Growth [2496835] - 988.98
Birla Sunlife Gilt Plus - Regular Growth [3217361] - 961.22
IDFC Govt. Security Fund Investment Plan - Growth [7595538] - 741.62
DSP Black Rock Govt. Security Fund - Plan A - Growth [2409477] - 735.59
Aggregate Current Investments [Note 1 & 2] 12,212.96 12,044.06
Aggregate Investments - Unquoted 23,147.59 24,495.91

Notes :

(1) Aggregate NAV of investment in Mutual Funds as on 31-Mar-2010 is Rs. 12,306.01 lacs [previous year Rs. 12,067.66 lacs].
(2) Details of current investments bought and sold during the year are as under :

(Rs. in lacs)
Purchase Sale
Name of Mutual Fund Scheme Nos. Amount Nos. Amount

Birla Sunlife Savings Fund - Institutional Growth 127,438,057 21,784.43 111,502,414 19,150.00
ICICI Prudential Flexible Income Plan Premium - Growth 12,021,147 20,138.60 10,694,013 18,025.00
Tata Floater Fund - Growth 83,297,109 11,180.38 66,774,596 8,953.73
HDFC Floating Rate Income Fund - Short Term Plan 123,145,158 18,714.43 112,640,760 17,245.00
IDFC Money Manager - Treasury Plan - Growth 79,183,524 8,555.72 67,862,330 7,375.00
Birla Sunlife Cash Plus - Institutional Premium - Growth 242,046,900 35,145.78 244,996,872 35,527.53
Kotak Floater Long Term - Growth 33,533,733 4,830.47 26,726,796 3,900.00
Prudential ICICI Liquid Plan - Institutional Plus - Growth 127,072,305 24,070.00 143,382,983 26,223.86
HDFC Cash Management Fund Saving - Growth 119,184,577 22,545.00 130,181,677 24,581.69
TATA Gilt Securities Fund - Appreciation o o 6,688,607 1,794.83
TATA Liquid Super High Investment Fund - Appreciation 416,138 7,000.00 493,212 8,259.38
Birla Sunlife Income Plus - Growth = 2,496,835 1,046.44
Birla Sunlife Gilt Plus - Reqular Growth 3,217,361 990.78
IDFC Govt. Security Fund Investment Plan - Growth 7,595,538 770.08
DSP Black Rock Govt. Security Fund - Plan A - Growth o = 2,409,477 758.57
HDFC High Interest Fund - Short Term Plan 2,882,476 500.00 2,882,476 521.12
HDFC Short Term Plan - Growth 2,920,663 500.00 2,920,663 516.62
ICICI Prudential Short Term Plan 3,233,508 600.00 3,233,508 618.00
Birla Sunlife Dynamic Bond Fund 4,096,877 600.00 4,096,877 622.26
Kotak Flexible Debt Fund 14,344,229 1,565.00 14,344,229 1,565.60
Templeton India Ultra - Short Bond Fund 7,601,755 875.00 7,601,755 877.60
IDFC Cash Fund - Growth Fund 82,378,725 9,135.00 82,378,725 9,136.17
Kotak Liquid Growth Fund - Institutional Premium 43,056,261 7,960.00 43,056,261 7,960.93
Total 195,699.81 196,420.19

37" ANNUAL REPORT 2009-10

35



(Rs. in lacs)
As at As at
SCHEDULE ~ 31-Mar-2010 31-Mar-2009

SCHEDULE - 7 : INVENTORIES
[At lower of cost or net realisable value]

Raw Materials 10,395.66 6,808.22
Packing Materials 1,504.68 1,340.38
Goods in Process 3,628.12 4,099.94
Finished Goods 5,386.97 5,616.07
Traded Goods 1,872.91 1,319.77

22,788.34 19,184.38

SCHEDULE - 8 : SUNDRY DEBTORS
[Unsecured]

Debts over six months

Considered Good 4,394.34 3,811.30
Considered Doubtful 1,104.53 949.80
Less : Provision 1,104.53 949 .80
4,394.34 3,811.30

Other Debts - Considered Good 21,584.11 20,269.89
25,978.45 24,081.19

SCHEDULE - 9 : CASH AND BANK BALANCES

Cash on hand 4.52 5.71
With Scheduled Banks in :
(a) Current Accounts 21 [11] 977.43 1,038.78
(b) Term Deposit Accounts 21 [11] 33,517.05 17,105.05
34,494.48 18,143.83
With Non - Scheduled Banks in Current Accounts
- Vneshtorg Bank [USD] - Moscow, Russia 67.72 81.52
- Vneshtorg Bank [Rouble] - Moscow, Russia 16.13 49.76
- Bank for Foreign Trade of Vietnam [USD] - Ho Chi Minh, Vietnam 76.20 41.68
- OTP Bank [UAH] - Kiev, Ukraine 10.55 2.58
- HSBC [USD] - Singapore 4.52 5.11
- Taib Kazakh Bank [KZT] - Almaty, Kazakisthan 4.54 0.42
- Asaka Bank [UZS] - Tashkent, Uzbekistan 0.07 -
- Asaka Bank [USD] - Tashkent, Uzbekistan 0.18 -
179.91 181.07
34,678.91 18,330.61
Note :
(1) Details of maximum amount outstanding in Non-Scheduled Banks in current accounts during the year are as under :
(Rs. in lacs)
2009-10 2008-09
- Vneshtorg Bank [USD] - Moscow, Russia 196.49 258.95
- Vneshtorg Bank [Rouble] - Moscow, Russia 75.57 66.45
- Bank for Foreign Trade of Vietnam [USD] - Ho Chi Minh, Vietnam 100.82 87.45
- OTP Bank [UAH] - Kiev, Ukraine 10.55 6.04
- OTP Bank [USD] - Kiev, Ukraine 23.36 15.22
- HSBC [USD] - Singapore 5.11 5.24
- Taib Kazakh Bank [KZT] - Almaty, Kazakisthan 10.41 1.01
- Taib Kazakh Bank [USD] - Almaty, Kazakisthan 30.97 9.85
- Asaka Bank [UZS] - Tashkent, Uzbekistan 0.06 -
- Asaka Bank [USD] - Tashkent, Uzbekistan 3.73
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(Rs. in lacs)

As at As at
SCHEDULE _31-Mar-2010  31-Mar-2009
SCHEDULE - 10 : OTHER CURRENT ASSETS
[Unsecured and considered good, unless otherwise stated)]
Export Benefits Receivable 2,479.46 1,851.89
Claims Receivable : Indirect tax / Insurance
Considered Good 933.17 578.32
Considered Doubtful 143.97 -
Less : Provision 143.97 -
933.17 578.32
Interest accrued on loans and deposits 294.86 182.05
Fixed Assets held for sale [At lower of cost or net realisable value] - 9.50
Others - 1.71
3,707.49 2,623.47
SCHEDULE - 11: LOANS AND ADVANCES
[Unsecured and considered good, unless otherwise stated)]
Loans and Advances to Subsidiary Companies 21 [12]
Considered Good 1,132.97 4,879.48
Considered Doubtful 1,400.40 -
Less : Provision 21 [8] 1,400.40 -
1,132.97 4,879.48
Advances recoverable in cash or in kind or for value to be received 9,830.04 9,140.35
Balances with Excise Department 0.36 0.49
Advance Tax Paid Net of Provisions [Net of provisions
Rs. 23,109.34 lacs (previous year Rs. 17,131.71 lacs)] 414.81 188.79
MAT Credit Entitlement - 5,286.32
11,378.18 19,495.43
SCHEDULE - 12 : CURRENT LIABILITIES
Sundry Creditors
Due to Micro, Small and Medium Enterprises 21 [13] 4.64 2.16
Others 26,161.45 21,804.46
Due to Subsidiary Companies 357.11 373.78
Book Overdraft 1,487.46 503.26
Investor Education and Protection Fund [not due] :
Unclaimed Dividend 46.42 188.26
Unclaimed Share Application Money 0.45 0.45
Unclaimed Matured Debentures - 7.51
Unclaimed Debenture Interest - 0.46
46.87 196.68
Other Liabilities 637.40 604.56
Advances from customers 1,128.74 3,717.89
Interest accrued but not due 168.74 242.68
29,992.41 27,445.47
Note : The Investor Education and Protection Fund is credited by
the amounts unclaimed and outstanding on the relevant due date.
SCHEDULE - 13 : PROVISIONS
Proposed Dividend 5,076.68 3,384.45
Add: Tax on Distributed Profits 843.17 575.19
5,919.85 3,959.64
Provisions for Employee Benefits in respect of
Gratuity 21 [14] 131.85 366.43
Leave benefits 2,155.74 1,358.26
Long term compensation 47.82 69.38
8,255.26 5,753.71
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(Rs. in lacs)
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Year ended Year ended
SCHEDULE ~ 31-Mar-2010 31-Mar-2009
SCHEDULE - 14 : SALES AND OPERATING INCOME
Sales
Domestic 92,060.89 79,357.38
Less : Excise Duty collected 21 [5] 267.63 382.30
Net Domestic Sales 91,793.26 78,975.08
Exports 46,817.12 35,469.88
138,610.38 114,444.96
Operating Income
Export Benefits 2,635.37 1,717.71
Income from Product Registration Dossiers [Tax deducted
at source Rs. 376.15 lacs, (previous year Rs. 107.48 lacs)] 2,092.09 1,720.71
Net Foreign Exchange Gain 21 [15] 1,045.02 -
Other Operating Income 512.72 605.80
6,285.20 4,044.22
144,895.58 118,489.18
SCHEDULE - 15 : OTHER INCOME
Profit on Sale of Non-Trade Investments [Net of Provision for
diminution in value of Current Investment Rs. Nil
(previous year Rs. 292.37 lacs)] 889.25 313.77
Miscellaneous Income 10.98 22.27
900.23 336.04
SCHEDULE - 16 : MATERIALS COST
Materials Consumed
Raw Materials 35,006.68 32,923.84
Packing Materials 5,574.51 4,772.64
40,581.19 37,696.48
Purchase of Traded Goods 6,168.10 5,429.10
(Increase) / Decrease in Stock
Opening Stocks
Finished Goods 5,616.07 5,152.82
Traded Goods 1,319.77 1,208.28
Goods in Process 4,099.94 3,524.34
11,035.78 9,885.44
Less: Closing Stocks
Finished Goods 5,386.97 5,616.07
Traded Goods 1,872.91 1,319.77
Goods in Process 3,628.12 4,099.94
10,888.00 11,035.78
Net (Increase) / Decrease in Stock 147.78 (1,150.34)
46,897.07 41,975.24
SCHEDULE - 17 : EMPLOYEES COST
[Other than those included in Research and Development
Expenses and Pre-operative Expenses]
Salaries, Wages and Bonus 14,692.69 11,651.50
Contribution to Provident and Other Funds
[Defined Contribution Plan] 950.77 795.80
Gratuity Cost 21 [14] 279.87 511.37
Welfare Expenses 463.35 340.59
16,386.68 13,299.26
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(Rs. in lacs)

Year ended Year ended
SCHEDULE  31-Mar-2010 31-Mar-2009
SCHEDULE - 18 : MANUFACTURING AND OTHER EXPENSES
[Other than those included in Research and Development Expenses
and Pre-operative Expenses]
Power and Fuel 2,694.55 2,496.70
Stores and Spares Consumed 1,489.64 1,169.84
Labour Charges 1,236.81 989.38
Job Work Charges 651.55 671.54
Laboratory Goods and Testing Expenses 482.32 544.28
Excise Duty 21 [5] 148.57 43.59
Repairs and Maintenance :
Machinery 394.45 225.24
Buildings 199.85 150.46
Others 159.71 121.05
754.01 496.75
Selling, Publicity and Medical Literature Expenses 11,728.91 9,174.81
Commission on Sales 1,142.03 1,022.08
Sales and Turnover Taxes 346.69 187.97
Provision for Doubtful Debts 175.82 777.47
Bad Debts Written-off 5.05 4.71
Travelling, Conveyance and Vehicle Expenses 3,423.03 3,413.93
Net Foreign Exchange Loss 21 [15] - 1,084.37
Communication Expenses 565.47 526.08
Printing and Stationery Expenses 207.82 204.04
Insurance 210.17 207.92
Rent 441.87 369.12
Rates and Taxes 27.42 33.79
Loss on Sale / Discard / Write-off of Fixed Assets 87.27 204.91
Provision on Assets held for Sale (1.96) 25.57
Auditors Remuneration and Expenses
Audit Fees 6.67 6.73
Other Services 10.32 14.85
Out of Pocket Expenses 0.97 1.14
17.96 22.72
Cost Audit Fees 3.28 2.40
Commission to Non Executive Directors 26.79 18.75
Donation 705.75 217.20
General Charges 2,831.51 3,383.83
29,402.33 27,293.75
SCHEDULE - 19 : NET BORROWING COST
[Other than those included in Research and Development Expenses]
Expenses
Interest on Fixed Period Loans 2,444.40 2,653.78
Other Borrowing Cost 21 [15] 444.05 1,171.24
2,888.45 3,825.02
Interest Income [Tax deducted at source Rs. 60.61 lacs
(previous year Rs. 373.46 lacs)] 1,209.13 1,881.42
1,679.32 1,943.60
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SCHEDULE 20 : SIGNIFICANT ACCOUNTING POLICIES

1.

Basis for Preparation of Financial Statements

The financial statements are prepared and presented under the historical cost convention on accrual basis of
accounting and in accordance with the Generally Accepted Accounting Principles (GAAP) in India. GAAP includes
provisions of the Companies Act, 1956, Accounting Standards notified by the Government of India under Section
211 (3C) of the Companies Act, 1956, pronouncements of Institute of Chartered Accountants of India and guidelines
issued by Securities and Exchange Board of India. Except where otherwise stated, the accounting principles are
consistently applied.

Use of Estimates

The preparation of financial statements in conformity with generally accepted accounting principles requires
management to make assumptions and estimates, which it believes are reasonable under the circumstances that
affect the reported amounts of assets, liabilities and contingent liabilities on the date of financial statements and
the reported amounts of revenue and expenses during the period. Actual results could differ from those estimates.
Difference between the actual results and estimates are recognised in the period in which the results are known or
materialise.

Fixed Assets

(a) Tangible fixed assets are stated at cost of acquisition or construction less accumulated depreciation. The cost
of fixed asset includes non-refundable taxes and levies, freight and other incidental expenses related to the
acquisition and installation of the respective assets. Borrowing cost attributable to acquisition or construction
of qualifying fixed assets are capitalised fo respective assets when the time taken to put the assets to use is
substantial.

(b) Pre-operative expenditure comprising of revenue expenses incurred in connection with project implementation
during the period up o commencement of commercial production are treated as part of project costs and are
capitalised. Such expenses are capitalised only if the project to which they relate involve substantial expansion of
capacity or upgradation.

(c) Certain software costs are capitalised and recognised as intangible assets in terms of Accounting Standard 26 on
Intangible Assets based on materiality, accounting prudence and significant economic benefits expected to flow
there from for a period longer than one year.

(d) Fixed Assets are reviewed for impairment losses whenever events or changes in circumstances indicate that the
carrying amount may not be recoverable. An impairment loss is then recognised for the amount by which the
carrying amount of the assets exceeds its recoverable amount, which is the higher of an asset’s net selling price
and value in use. For the purposes of assessing impairment, assefs are grouped at the lowest levels for which
there are separately identifiable cash flows.

(e) Fixed Assets that have been retired from their active use and held for disposal, are classified as current assets,
and are stated at lower of their cost or net realisable value.

Depreciation and Amortisation

(a) Depreciation on fixed assets is provided on straight line method on the basis of the depreciation rates prescribed
in Schedule XIV of the Companies Act, 1956 or based on useful life of the asset as estimated by the management,
whichever is higher.

The management estimates of the useful life of various categories of fixed assets are given below :

Office Buildings 58 years
Factory Buildings 28 years

Plant and Machinery 10 to 20 years
Laboratory Equipments | 5 to 20 years
Electrical Equipments 10 to 20 years
Furniture and Fixtures 10 years
Office Equipments 10 years
Computer Equipments 3 years
Vehicles 10 years

(b) Cost of leasehold land (except for lease of long tenure) is amortised over the period of the lease. Cost of
lease hold land where lease period is of long tenure and substantial rights of ownership are with lessee, is not
amortised.
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10.

11.

(c) The capitalised Software costs are amortised using the straight-line method over estimated useful life of 3 to 5
years, as estimated at the time of capitalization.
Investments

(a) Long term investments are stated at cost. Provision is made to recognise any diminution in value, other than that
of a temporary nature.

(b) Current investments are carried at lower of cost and fair value. Diminution in value is charged to the profit and
loss account.
Cash Flow Statement

The Cash Flow Statement is prepared under the “Indirect Method” as set out in Accounting Standard 3 Cash Flow
Statements issued by the Institute of Chartered Accountants of India.

Inventories

Inventories are valued at the lower of cost and net realisable value. Provision for impairment is made when there is
high uncertainty in salability of an item. Cost of inventories is determined on the following basis:

(a) Cost of raw material and packing material is determined on moving average basis.
(b) Work in process is determined on weighted average basis.

(c) Cost of finished goods produced is determined on weighted average basis.

(d) Cost of finished goods (traded) is determined on moving average basis.

Revenue Recognition

(a) Revenue from sale of goods is recognised when the significant risks and rewards of ownership of goods are
transferred to the customer. Sales are net of discounts, VAT / sales tax and returns; excise duties collected on sales
are shown by way of deduction from sales.

(b) Income from services is recognised when the services are rendered or when contracted milestones have been
achieved.

(c) Revenue from arrangements which includes performance of obligations is recognised in the period in which
related performance obligations are completed.

(d) Export entitlements are recognised as income when right to receive credit as per the terms of the scheme is
established in respect of the exports made and where there is no significant uncertainty regarding the ultimate
collection of the relevant export proceeds.

(e) Dividend income is recognised when the right to receive dividend is established.

(f) Interest income is recognised using the time-proportion method, based on rates implicit in the transaction.
(g) Revenue in respect of other income is recognised when a reasonable certainty as tfo its realisation exists.
Employees Retirement and Other Benefits

(a) The accruing liability on account of gratuity (retirement benefit in the nature of defined benefits plan), is actuarially
valued every year. The current service cost, inferest cost, expected return on plan assets and the actuarial gain /
loss are expensed to the profit and loss account of the year as Employees Costs.

(b) The Company’s contribution in case of defined contribution plans (Provident Fund, Superannuation benefit and
other funds) is charged to profit and loss account as and when it is incurred as Employee Costs.

(c) Long term compensation plan to employees (being deferred compensation paid 12 months or more after the
end of the period in which it is earned) are expensed out in the period to which the costs relate at present value
of the benefits under the plan.

(d) The liability for compensated absences and leave encashment is provided on the basis of actuary valuation, as
at Balance Sheet date.

Government Grants

(a) Government grants are recognised when there is reasonable assurance that the grant will be received and all
relevant conditions are complied with.

(b) Grants received by way of investment subsidy scheme in relation to total investment are credited to capital reserve
and are treated as part of owners’ fund.

(c) Grants that compensate expenses are recognized on receipt basis and are shown as deduction from the related
expenses for which they are intfended to compensate.

Borrowing Costs

Borrowing costs consist of interest and other costs that the Company incurs in connection with the borrowing of
funds and exchange differences arising from foreign currency borrowings to the extent that they are regarded as an
adjustment to interest costs.
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12.

13.

14.

15.

16.

17.

18.

19.

Cenvat Credit

Cenvat (Central value added tax) credit in respect of Excise, Custom and Service tax is accounted on accrual basis on
purchase of eligible inputs, capital goods and services. The balance of cenvat credit is reviewed at the end of each
year and amount estimated to be un-utilisable is charged to the profit and loss account for the year.

Stores and Spares

Stores and spares (other than spares acquired with fixed assets) are charged to the profit and loss account as and
when purchased.

Software Costs

Expenditure incurred for procuring, developing, improving and maintaining software programs are charged to the
profit and loss account as and when incurred, except when capitalised in accordance with Note 3 (c) above.

Research and Development

Research and Development expenses are charged to revenue. Capital expenditure on research and development is
reported as fixed assets under the relevant head. Depreciation on research and development fixed assets is included
under depreciation expense.

Leases

Lease rentals in respect of assets taken on operating lease are charged to the profit and loss account on accrual and
on straight line basis over the lease term.

Accounting for Tax

(a) Current Tax is accounted on the basis of estimated taxable income for the current accounting year and in
accordance with the provisions of Income Tax Act, 1961.

(b) Deferred Tax resulting from “timing differences” between accounting and taxable profit for the period is accounted
by using tax rates and laws that have been enacted or substantially enacted as at the balance sheet date.
Deferred tax assets are recognised only to the extent there is reasonable certainty that the assets can be realised
in future. Net deferred tax liability is arrived at after setting off deferred tax assets.

Foreign Currency Transactions and Balances
(a) Foreign currency transactions are recorded at the exchange rates prevailing on the date of the transaction.

(b) The net gain or loss on account of exchange differences arising on seftlement of foreign currency transactions
are recognised as income or expense of the period in which they arise.

(¢) In case of forward contracts, to which AS 11, The Effects of Changes in Foreign Exchange Rate applies, the
difference between the forward rate and the exchange rate on the date of the contract is recognised as income or
expense over the life of the contract. Exchange differences on such a contract are recognised in the profit and loss
account in the period in which the exchange rates change. Derivatives not covered under AS 11 are marked to
market at balance sheet date and resulting loss, if any, is recognised in the profit and loss account in view of the
principle of prudence as per Announcement on Accounting of Derivatives by Institute of Chartered Accountants
of India dated 29-Mar-2008.

(d) Monetary assets and liabilities denominated in foreign currencies as at the balance sheet date are reported
using the rate prevailing as on that date. The resultant exchange differences are recognised in the profit and loss
account. The Company has not exercised the option for capitalisation or amortisation of exchange differences on
long term foreign currency monetary items as provided by notification dated 31-Mar-2009, issued by the Ministry
of Corporate Affairs.

(e) Investments in shares of foreign subsidiaries and other entities are expressed in reporting currency at the rates of
exchange prevailing at the time when the original investments were made.
Provisions, Contingent Liabilities and Contingent Assets

Provisions involving substantial degree of estimation in measurement are recognised when there is a present
obligation as a result of past events and it is probable that there will be an outflow of resources. Liabilities which are
of contingent nature are not provided but are disclosed at their estimated amount in the notes forming part of the
accounts. Contingent assets are neither recognised nor disclosed in the financial statements.
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SCHEDULE - 21 : NOTES FORMING PART OF THE FINANCIAL STATEMENTS
(Rs. in lacs)
As at As at
31-Mar-2010 31-Mar-2009

1. Estimated amount of unexecuted capital contracts [net of advances] not
provided for 6,340.02 2,381.81

2. Contingent Liabilities not provided for in respect of :

(a) Claims against the Company not acknowledged as debts
Disputed Demand of Income Tax for which appeals have been

preferred 227.66 846.55
Disputed Employee State Insurance Contribution Liability under E.S.I.
Act, 1948 287.54 248.71
Disputed Legal cases for supply of Goods and Services 122.90 1.78
Disputed Demand of Excise and Service Tax 30.31 23.80
Disputed Demand of Local Sales Tax and C.S.T. 70.56 23.00
Disputed cases at Labour Court / Industrial Court 62.36 -
801.33 1,143.84

(b) The Company has issued guarantees aggregating USD 20.00 lacs
(previous year USD 60.00 lacs) and EURO 45.00 lacs (previous
year EURO 65.00 lacs) to secure lines of credit to its wholly owned
subsidiaries. The outstanding amount of liabilities by the subsidiaries as
on balance sheet date, converted at closing exchange rate, is 149.22 54.12
Uncalled liability on partly paid shares of Torrent Australasia Pty Limited,
a wholly owned subsidiary. [Australian Dollar (AUD) 5.88 lacs (previous
year AUD 5.88 lacs)] 243.29 206.08

3. The components of the deferred tax adjustment balance are set out below:

<

Deferred Tax Liabilities
Excess of depreciation claimed under the income tax law over that

debited to profit and loss accounts 7,526.00 7,871.93
Deferred Tax Assets
Provision for Leave Salary (716.08) (461.67)
Bonus Payable (144.50) (129.82)
Provision for Gratuity (43.60) (124.55)
Provision for Doubtful Debts (366.90) (322.77)
Provision for Doubtful Claims Receivable (47.83) -
6,207.09 6,833.12
4. Pre-operative Expenses allocated to projects during the year are as under :
(Rs. in lacs)
2009-10 2008-09
Employees Cost :
Salaries, Wages and Bonus 174.52 48.85
Contribution to Provident and Other Funds [Defined Contribution Plan] 17.24 4.72
Gratuity Cost 5.61 2.70
197.37 56.27
Power and Fuel 112.01 79.03
Labour Charges 1.73 -
Travelling, Conveyance and Vehicle Expenses 29.44 0.26
Communication Expenses 0.07 0.01
Printing and Stationery Expenses 2.01 0.07
Insurance 17.11 -
Depreciation 6.31 -
General Charges 63.97 14.96
430.02 150.60

5. Excise Duty shown as deduction from Domestic Sales represents the amount of excise duty collected on sales. Excise
duty expenses under Schedule - 18, "Manufacturing and Other Expenses', represents the difference between excise duty
element in closing sfocks and opening stocks, excise duty paid on samples and on inventory write-off, which is not
recoverable from sales.
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6.

(a) Break-up of Research and Development expenses included in Profit and Loss Account :

(Rs. in lacs)
2009-10 2008-09
Employees Costs :

Salaries, Wages and Bonus 3,611.92 3,317.01
Contribution to Provident and Other Funds [Defined Contribution Plan] 302.11 275.47
Gratuity Cost 79.93 167.72
Welfare Expenses 99.85 80.97
4,093.81 3,841.17
Power and Fuel 471.41 516.73
Stores and Spares Consumed 919.99 824.32
Labour Charges 117.86 106.86
Laboratory Goods and Testing Expenses 1,715.91 2,860.64
Clinical Research Expenses 1,840.83 838.91
Repairs and Maintenance 246.65 156.78
Travelling, Conveyance and Vehicle Expenses 231.28 246.17
Communication Expenses 90.21 77.33
Printing and Stationery Expenses 52.44 47.22
Insurance 54.87 29.29
Rent 0.22 9.45
Rates and Taxes 4.40 15.63
Interest on Fixed Period Loans 28.70 26.41

Government Grant Income (78.52) -
General Charges 1,116.82 984.89
10,906.88 10,581.80

(b) The Government Grant Income represents grant received from the Department of Biotechnology for development
of Advanced Glycosylation End-Product, a New Chemical Entities [NCE] project.

(c) Depreciation and Amortisation includes Rs. 1,919.90 lacs (previous year Rs. 1,142.90 lacs) pertaining to Research
and Development assets.

The Company has revised the estimated useful life of plant & machinery, laboratory equipments, furniture and fixture
and office equipments considering technological obsolescence and wear and tear of such assets. In earlier years,
the depreciation was charged as per the rates prescribed in Schedule XIV of the Companies Act, 1956. The changes
effected to useful life are as under :

Class of Assets

Revised estimated
useful life

Derived useful life
as per Schedule XIV

Plant and Machinery 10 to 20 years 20 years
Laboratory Equipments | 5 to 20 years 20 years
Electrical Equipments 10 to 20 years 20 years
Furniture & Fixtures 10 years 15 years
Office Equipments 10 years 20 years

Due to this change :
(i) the depreciation for the year is higher by Rs. 1,071.15 lacs.
(i) the net profit for the year is lower by Rs. 533.30 lacs.

(a) Zao Torrent Pharma (ZTP), a wholly owned subsidiary of the Company in Russia, has incurred loss of Rs. 909.30
lacs for the year. This and past losses have resulted in complete erosion of networth of ZTP The networth of ZTP
was Rs. (1,560.85) lacs against the Company's equity investment of Rs. 2,308.49 lacs. High level of payment
defaults, poor liquidity conditions coupled with recent regulatory changes have brought about a high level of
unpredictability to the business and pressure on profit margins. In view of the uncertainty in the recoverability of
the erosion in value in the foreseeable future and considering accounting prudence, an amount of Rs. 2,308.49
lacs is recognised towards diminution in value of investment.

(b) The Company has an outstanding loan balance of Rs. 2,307.67 lacs as of 31-Mar-2010 from Zao Torrent
Pharma. Out of this an amount of Rs. 1,400.40 lacs is assessed as no longer recoverable and accordingly the
said amount is recognised as impairment of unsecured loans.
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9.

MAT credit entitlement asset of Rs. 5,286.32 lacs recognised in earlier years, was written-off during the year based
on amendments made in Income Tax Act 1961, and other relevant factors, and in terms of the "Guidance Note on
Accounting for Credit Available in respect of MAT under the Income-tax Act, 1961" issued by the Institute of Chartered
Accountants of India.

. The basic and diluted Earnings Per Share [EPS] are :
2009-10 2008-09
Net profit for the period (a) [Rs. in lacs] 20,736.77 18,672.55
Weighted average number of equity shares  (b) [Nos. in lacs] 846.11 846.11
EPS (basic and diluted) (a)/(b) [Rs.] 24.51 22.07
Nominal value per equity share [Rs.] 5.00 5.00
. Cash and cash equivalents includes :
(Rs. in lacs)
As at As at
31-Mar-2010 31-Mar-2009
(a) Term Deposit lodged with Banks as securities 3.05 2.05
(b) Balances with scheduled banks in current accounts for unclaimed
dividend, debenture and debenture interest 46.50 196.31
. (a) The details of loans given by the Company to its wholly owned subsidiaries are as under :
(Rs. in lacs)
Loan Given |Maximum amount Balance as at
Name of Subsidiary  |>009-10(2008.09| ,°u%nding 31 Mar-2010|  31-Mar-2009
during the year
Torrent Pharma Philippines Inc. - - 254.75 225.70 254.75
Torrent Do Brasil Ltda. - 1,239.69 - - -
Zao Torrent Pharma - 6,758.31 4,600.74 907.27 4,600.74
Total - 7,998.00 1,132.97 4,855.49

(b) Other than above, the Company has not given any loans or advances in the nature of loan to any of its subsidiaries
and associates or firms / companies, in which Directors are interested.

(c) There are no loans where either repayment schedule is not prescribed or repayment is scheduled beyond seven
years.

(d) Loan given to Zao Torrent Pharma, a wholly owned subsidiary, is at nil interest rate. There are no other loans where
either no interest is charged or interest is below the rate specified in Section 372A of the Companies Act, 1956.

. Disclosures required by the Micro, Small and Medium Enterprises Development [MSMED] Act, 2006 are as under :
(Rs. in lacs)
2009-10 2008-09
(a) (i) The principal amount remaining unpaid at the end of the year 4.64 2.16
(i) Interest due on principal remaining unpaid at the end of the year 0.01 -
4.65 2.16
(b) (i) The delayed payments of principal amount paid beyond the
appointed date during the year 8.46
(ii) Interest actually paid under Section 16 of the MSMED Act -
(c) Normal Interest due and payable during the year, for all the delayed
payments, as per the agreed terms 0.07
(d) Total Interest accrued during the year and remaining unpaid 0.14

The above information regarding Micro, Small and Medium Enterprises has been determined on the basis of
information available with the Company.
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14. The accruing liability on account of gratuity (retirement benefit in the nature of defined benefits plan) is accounted as
per Accounting Standard 15 (revised 2005) "Employee Benefits".

General Description of the Plan :

The Company operates a defined benefit plan (the Gratuity Plan) covering eligible employees, which provides a lump
sum payment to vested employees at retirement, death, incapacitation or termination of employment, of an amount
based on the respective employees salary and the tenure of employment.

Status of gratuity plan as required under AS 15 [Revised] :

(Rs. in lacs)
2009-10 2008-09
(a) Reconciliation of opening and closing balances of the present value of
the defined benefit obligation :
Obligations at the beginning of the year 2,007.75 1,366.67
Current service cost 290.96 233.28
Interest cost 156.93 123.66
Actuarial (gain) / loss 300.14 392.42
Benefits paid (113.58) (108.28)
Obligations at the end of the year 2,642.20 2,007.75
(b) Reconciliation of opening and closing balances of the fair value of plan
assets :
Plan assets at the beginning of the year, at fair value 1,641.32 1,182.02
Expected return on plan assets 206.66 130.23
Actuarial gain / (loss) 175.96 (62.65)
Contributions 600.00 500.00
Benefits paid (113.58) (108.28)
Plan assets at the end of the year 2,510.36 1,641.32
Actual return on plan assets 382.62 67.58
(c) Gratuity cost for the year :
Current service cost 290.96 233.28
Interest cost 156.93 123.66
Expected return on plan assets (206.66) (130.23)
Net Actuarial (gain) / loss 124.18 455.07
Net gratuity cost 365.41 681.78
(d) (i) Reconciliation of the present value of the defined benefit obligation
& fair value of plan assets :
Obligations at the end of the year 2,642.20 2,007.75
Plan assets at the end of the year, at fair value 2,510.36 1,641.32
Liability recognised in Balance sheet 131.84 366.43
(i) Experience adjustments gain / (loss)
Plan liabilities (72.10) (104.25)
Plan assets 175.96 (62.65)
(e) Expected contribution for the next year 600.00 600.00

(f) Past four years data for defined benefit obligation and fair value of plan
assets are as under :
Particulars 2005-06 2006-07 2007-08 2008-09

Present value of defined benefit
obligations at the end of the year

[independent actuary] 875.19 1,219.00 1,366.67 2,007.75

Fair value of plan assets at the end of

the year 608.76 779.48 1,182.02 1,641.32

Net assets / (liability) at the end of year (266.43) (439.52) (184.65) (366.43)

(g) Assumptions : 2009-10 2008-09
Discount rate 7.50% 7.00%
Expected rate of return on plan assets for the next year 9.57% 9.46%

Expected long term productivity gains and long term risk-free real rate of interest have been used as guiding
factors to determine long term salary growth.

Future mortality rates are obtained from relevant data of Life Insurance Corporation of India.
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(h) Investment details of plan assets :
The plan assets are managed by Insurance Company viz Life Insurance Corporation of India and ICICI Prudential
Life Insurance Company Limited who has invested the funds substantially as under :

2009-10 2008-09
Equity Instruments 25.71% 14.00%
Fixed interest bearing Government Securities & Corporate Bonds and
Bank Deposits 74.29% 86.00%
(Rs. in lacs)
2009-10 2008-09
15. Foreign Exchange Gain / (Loss) included in the net profit for the year :
Net Foreign Exchange Gain, included in Sales and Operating Income, as
per Schedule 14 [Previous year: Net Foreign Exchange (Loss) included in
Manufacturing and Other Expenses, as per Schedule 18] 1,045.02 (1,084.37)

Add / (Less) :
(a) Net Foreign Exchange Loss on foreign currency borrowings to the extent

regarded as an adjustment to inferest cost, included as Other Borrowing

Cost in Schedule 19 (401.78) (962.18)
(b) MTM Loss on forward exchange contracts to hedge the foreign currency

risk of highly probable forecast transactions accounted in view of the

principle of prudence 13.24 -
Total Foreign Exchange Gain / (Loss) as per Accounting Standard 11 656.48 (2,046.55)
16. (a) The Profit & Loss Account includes remuneration paid to Managerial
Personnel :
Salary and allowances 388.42 328.28
Commission to Managerial Personnel 326.79 218.75
Perquisites 25.08 15.90
Gratuity [Proportionate amount of total gratuity cost] 11.73 21.73
Contribution to provident and other funds 31.13 26.62
783.15 611.28
(b) Computation of Net Profit in accordance with Section 349 of the
Companies Act, 1956 and commission payable :
Net profit for the year 20,736.77 18,672.55
Add: Provision for taxation as per the Profit and Loss Account 10,635.55 443.91
Depreciation as per Profit and Loss Account 5,442.32 3,739.16
Directors' remuneration (including commission) 783.15 611.28
Provision for doubtful debts 175.82 777.47
Provision for diminution in value of current investment - 292.37
Provision for impairment of loan to Zao Torrent Pharma 1,400.40 -
Provision for dimunition in value of investment in
Zao Torrent Pharma 2,308.49
Provision for doubtful claim receivables 143.97 -
Provision on assets held for sale (1.96) 25.57
Loss on sale / discard / write-off of fixed assets 87.27 204.91
41,711.78 24,767.22
Less: Profit on sale of Investment (Net) 889.25 606.14
Capital gains on sale of asset 1.93 0.45
Depreciation under Section 350 of the Companies Act, 1956 4,841.26 3,627.72
Net Profit (b) 35,979.34 20,532.91
Maximum Permissible Commission of Managerial Personnel as per
terms of appointment 3,141.57 1,660.76
Commission to Managerial Personnel 300.00 200.00
% to Net Profit as per (b) above 0.83% 0.97%
Maximum Permissible Commission of Non-Executive Directors 179.90 102.66
Commission to Non-Executive Directors 26.79 18.75
% to Net Profit as per (b) above 0.07% 0.09%
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17. Net foreign currency positions outstanding as at 31-Mar-2010 under derivatives contracts for hedging are summarised

below:

(Amount in lacs)

Net Position under Derivatives Contracts | Unhedged foreign
Hedg?d It.em YN Long Position Short Position currency exposures
Derivatives Contract
Currency| Amount| Currency | Amount| Currency| Amount
Foreign Currency Loans - Payable
Forward Exchange Contracts JPY | 11,625.00 JPY | 10,108.00
usb 278.00
Currency cum Interest Rate Swap JPY | 34,838.00
Foreign Currency Interest - Payable
Forward Exchange Contracts JPY 476.23 usD 2.89
[Refer Note (b)]
Trade Payables EUR 3.90
SEK 0.02
Foreign Currency Receivables
Forward Exchange Contracts USD | 654.29 AUD 0.67
[Refer Note (c)] EUR| 390.16
Notes :
(a) USD = United States Dollar
EUR = Euro

JPY = Japanese Yen

AUD = Australian Dollar

SEK = Swedish Krona

Foreign currency loan - payable, outstanding as on 31-Mar-2010 JPY 21,733 lacs bears a floating rate of interest
linked to JPY Libor and interest is payable in JPY thereon. The floating interest rate basis and interest are partially
unhedged for the outstanding term of the loan.

As at the year end, the Company has outstanding forward exchange contracts to hedge the foreign currency risk of
highly probable forecast transactions. These derivatives are considered as off balance sheet items and the mark to
market gain of Rs. 1,165.02 lacs on such derivatives is not accounted in view of the principle of prudence as per
Announcement on “Accounting of Derivatives” by Institute of Chartered Accountants of India dated 29-Mar-2008.

Cx

18. Quantitative Information 2009-10 2008-09
(a) Licensed Capacity Not Applicable Not Applicable
(b) Installed Capacity
| : Formulation
1. Tablets 9,400 Million 9,400 Million
2. Capsules 480 Million 480 Million
3. Injection/Vials 26 Million 26 Million
4. Suspension / Liquid [Lir] 1 Million 1 Million
Il : Bulk Drugs 18,000 Kg. 18,000 Kg.
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(c) Production and Stocks

ltem

Unit

Production*

Opening Stock

Closing Stock

Quantity | Rs. in lacs | Quantity | Rs. in lacs
1. Formulation
Tablets 000 Nos. 4,517,149 | 636,998 | 4,219.15 | 606,314 | 3,805.47
(3,850,533) | (530,772) | (3,739.93) | (636,998) | (4,219.15)
Capsules "000 Nos. 271,231 50,598 654.28 39,224 469.95
(257,994) | (36,668) (488.32) | (50,598) (654.28)
Suspension / Ltr. 415,239 81,905 179.48 44,918 129.02
Liquid (457,733) | (114,804) (239.93) | (81,905) (179.48)
Injections Ltr. 55,712 10,798 111.72 9,766 88.96
(50,606) | (10,907) | (137.68) | (10,798) | (111.72)
Vials / Cartridges Nos. 22,178,368 | 677,905 356.96 | 702,409 411.12
(19,453,027) | (574,304) (371.46) | (677,905) (356.9¢)
Ointment Kg. 7,261 1,523 10.62 1,546 11.61
(7,045) | (1,473) (13.14) | (1,523) (10.62)
Others 12.63 22.06
(10.48) (12.63)
2. Bulk Drugs Kg. 21,543 233 71.23 1,583 448.78
(15,158) (515) | (151.87) (233) (71.23)
Total 5,616.07 5,386.97
(5,152.81) (5,616.07)
* Notes :

| Includes production in factories of third parties on loan license.

Il Bulk Drug includes production for captive consumption.

(d) Purchase and Stocks of Traded Goods

ltem

Unit

Purchase

Opening Stock

Closing Stock

Quantity | Rs. in lacs | Quantity | Rs. in lacs
1. Formulation
Tablets 000 Nos. 155,126 32,737 813.82 | 49,742 | 1,234.15
(120,484) | (36,381) | (676.25) | (32,737) | (813.82)
Capsules "000 Nos. 32,167 5,494 184.84 7,133 241.98
(42,902) | (12,756) | (311.94) | (5,494) | (184.84)
Suspension / Ltr. 30,552 3,378 33.29 11,056 45.91
Liquid (6,064) | (29,647) (77.47) (3,378) (33.29)
Injections Ltr. 11,457 5,279 123.26 5,133 136.66
(13,109) (150) (41.38) (5,279) (123.26)
Vials / Cartridges Nos. 1,088,506 | 120,982 86.85 | 440,345 138.85
(366,519) | (27,804) (39.93) |(120,982) (86.85)
Ointment Kg. 28,521 7,012 62.82 8,690 66.98
(24,333) | (4,272) (40.11) | (7,012) (62.82)
Others 14.89 8.38
(17.30) (14.89)
2. Bulk Drugs Kg. 27,016 - - - -
(20,033) (75) (3.91) -
Total 1,319.77 1,872.91
(1,208.29) (1,319.77)
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19.

20.

(e) Sales by class of goods

Unit Quantity Rs. in lacs
1. Formulation
Tablets '000 Nos. 4,685,954 99,026.73
(3,868,435) (79,965.40)
Capsules "000 Nos. 313,134 13,314.49
(294,228) (10,450.73)
Suspension / Liquid Ltr. 475,100 2,388.54
(522,965) (2,456.87)
Injections Ltr. 68,347 1,028.86
(58,695) (713.09)
Vials / Cartridges Nos. 22,923,007 21,021.45
(19,622,767) (18,816.44)
Ointment Kg. 34,081 707.35
(28,588) (621.67)
Others 366.47
(367.52)
2. Bulk Drugs Kg. 47,209 756.49
(35,548) (1,053.24)
Total 138,610.38
(114,444.96)
Consumption of Raw Materials
2009-10 2008-09
Quantity Rs. in lacs Quantity Rs. in lacs
Dry Insulin MU 8,361 14,626.08 7,336 12,862.70
Others 20,380.60 20,061.14
35,006.68 32,923.84
Break-up of Imported & Indigenous Consumption
2009-10 2008-09
Rs. in lacs % to Total Rs. in lacs % to Total
Consumption Consumption
(a) Raw Materials
Imported 16,152.01 46.14 14,536.76 4415
Indigenous 18,854.67 53.86 18,387.08 55.85
35,006.68 100.00 32,923.84 100.00
(b) Components and spares parts
Imported 66.47 4.46 55.55 4.75
Indigenous 1,423.17 95.54 1,114.29 95.25
1,489.64 100.00 1,169.84 100.00
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(Rs. in lacs)

2009-10 2008-09

21. Value of Imports on CIF basis in respect of

(a) Raw Materials and Packing Material 16,748.86 14,527.64
(b) Components and Spares Parts 588.89 579.04
(c) Capital Goods 2,252.73 912.08

22. Expenditure in Foreign Currency

(a) Books and Periodicals 37.00 35.68
(b) Traveling 554.71 711.03
(c) Professional Fees 241.09 258.89
(d) Inferest Expenses 291.15 412.54
(e) Others 6,133.56 6,375.54

23. Remittance in foreign currency on account of dividend

(a) Dividend remittance for the year ended 31-Mar-2009 163.42
(b) Dividend remittance for the year ended 31-Mar-2008 142.99
(c) Number of share-holders 1
(d) Number of shares held 4,085,376

24. Earnings in Foreign Exchange

(a) FO.B. value of exports 44,200.27 33,016.91
(b) Interest 4.99 24.21
(c) Other income [Product registration dossiers and others] 2,219.29 1,881.61

25. Accounting Standard 17 requires segment information to be presented on the basis of consolidated financial
statements. Accordingly segment information is disclosed in consolidated financial statements.

26. Previous year figures have been regrouped wherever necessary so as to make them comparable with those of the
current year.
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27. The disclosures pertaining to related parties and transactions therewith are set out in the table below :

(Rs. in lacs)
Enterprises
) T e Controlled by Key
. S S Enterprises Key Management e
Particulars Subsidiaries controlled by the Personnel/ TOTAL
Controlled by the Personnel "
Company ekl G Relatives of Key
Management
Personnel
(A) Nature of Transactions 2009-10 2008-09| 2009-10| 2008-09| 2009-10{ 2008-09| 2009-10{ 2008-09| 2009-10| 2008-09| 2009-10| 2008-09
Sale of Finished Goods 24,532.50| 16,800.10 33.72 35.54 24,566.22| 16,835.63
Sale of Dossiers 501.07 1,712.06 501.07| 1,712.06
Purchase of Material,
Consumables efc 116.95 151.15 29.37 1.31 1.00f 118.26 181.53
Remuneration to Key
Management Personnel 756.35 592.53 756.35 592.53
Contribution to Gratuity /
Superannuation Funds 892.38| 771.24 - - 892.38 771.24
Lease Rent Paid - - 2.00 2.00 - - 2.00 2.00
Services received 215.05 617.23 526.86| 508.90 758.56| 754.34| 1,500.47| 1,880.47
Commission & Inferest paid to
carrying & forwarding agents 92.31 83.61 92.31 83.61
Donation - - - 400.00| 200.00{ 400.00 200.00
Interest Income 4.81 9.78 0.68 - - 5.49 9.78
Expenses Reimbursement 467.74 120.13 - - 12.93 11.67|  480.67 131.80
Purchase of Fixed Assets - - 85.91 16.56 85.91 16.56
Equity Contribution 791.28 205.57 791.28 205.57
Loans given - 7,998.00 - 7,998.00
Repayment of Loan 1,949.46| 4,880.58 1,949.46| 4,880.58
Provision for Loan write off 1,400.40 1,400.40
Provision for Diminition In
Value Investment 2,308.49 - 2,308.49
Deposits given 45.61 - 45.61 -
Recovery of Advances written off - - - - - 4.03 - - - - - 4.03
(B) Balances atthe end of theyear| 31-Mar-10|  31-Mar-09| 31-Mar-10[ 31-Mar-09| 31-Mar-10{ 31-Mar-09| 31-Mar-10{ 31-Mar-09| 31-Mar-10{ 31-Mar-09| 31-Mar-10  31-Mar-09
Sundry Debtors 14,848.96| 13,506.52 14,848.96| 13,506.52
Loan to Subsidiary 1,132.97| 4,855.49 1,132.97| 4,855.49
Advances Recoverable in
Cash or Kind - 23.99 19.60 18.59 1.25 1.32 15.58 36.43 43.90
Investments in Equities 11,338.53| 10,547.25 11,338.53| 10,547.25
Provision for Diminition
In Value Investment 2,308.49 - - - - - - - | 2,308.49 -
Sundry Creditors 357.11 371.09 0.39 0.39| 300.00{ 200.00 37.16 16.86| 694.66 588.34
Guarantees given 3,628.00| 7,443.20 3,628.00| 7,443.20
Zao Torrent Pharma
[USD 20.00 lacs (previous year
USD 10.00 lacs)] 902.80 509.50 902.80 509.50
Torrent Pharma GmbH
[Euro 45.00 lacs (previous
year Euro 65.00 lacs)] 2,725.20| 4,386.20 2,725.20| 4,386.20
Torrent Do Brasil Ltda.
[Nil (previous year USD 50.00
lacs)] 2,547.50 - 2,547.50
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Names of related parties and description of relationship :

1 | Subsidiaries and Step Down
Subsidiaries

Heumann Pharma GmbH & Co. Generica KG, Torrent Do Brasil Ltda, Zao Torrent
Pharma, Torrent Pharma GmbH, Torrent Pharma Inc., Torrent Pharma Philippines Inc.,
Torrent Australasia Pty Ltd., Laboratorios Torrent, S.A. de C.V.,, Torrent Pharma Japan Co.
Ltd., Heunet Pharma GmbH, Norispharm GmbH, Torrent Pharma Canada Inc., Torrent
Pharma (Thailand) Co. Ltd.

2 | Enterprises controlled by the
Company

TPL Employee Group Gratuity Trust, TPL Employee Superannuation Trust

3 | Holding Company / Enterprises
Controlled
by the Holding Company

Torrent Private Lid., Torrent Financiers, Torrent Power Ltd., Torrent Cables Ltd., Gujarat
Lease Financing Ltd., Torrent Power Services Pvt. Ltd., Torrent Pipavav Generation Ltd.,
Torrent Energy Ltd., Torrent Power Grid Ltd., Torrent Power Bhiwandi Ltd., AEC Cements
and Constructions Ltd.

4 | Key Management Personnel

Sudhir Mehta

Chairman

Samir Mehta
Managing Director

Dr. C. Dutt
Whole Time Director

5 | Relatives of Key Management
Personnel

Anita Mehta, wife
Shardaben Mehta, mother
Varun Mehta, son

Shobha Dutt, wife

Umang Dutt, son

Sapna Mehta, wife
Shardaben Mehta, mother
Aman Mehta, son

Shaan Mehta, son

Meena Modi, sister

Uttang Dutt, son
Jinal Mehta, son

Meena Modi, sister
Nayna Shah, sister Nayna Shah, sister

6 | Enterprises Controlled by Key
Management Personnel / Relatives of
Key Management Personnel

U N Mehta Charitable Trust, D N Modi Charitable Trust, Shardaben Mehta Charitable
Trust, Tsunami Tours & Travels Pvt. Ltd., Torrel Cosmetics Pvt. Ltd., Zeal Pharmachem India
Pvt Ltd., Diamond Infrastructure Pvt. Ltd., U. N. Mehta Institute of Cardiology & Research
Centre, Dushyant Shah Charitable Trust.

In terms of our report attached

For C.C. CHOKSHI & CO.
Chartered Accountants

Gavurav J. Shah
Partner

Ahmedabad
6™ May, 2010
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Sudhir Mehta

Chairman

Mahesh Agrawal
VP (Legal) & Company Secretary

Ahmedabad
6™ May, 2010

Samir Mehta
Managing Director
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BALANCE SHEET ABSTRACT AND COMPANY’S
GENERAL BUSINESS PROFILE

Registration No. :[2]1]2]6] State Code
Balance Sheet Date . [3[1]o]3]2]o0]1]0]

Capital raised during the year (Rs. in thousands)

Public Issue AN Right Issue

Bonus Issue AN Private Placement

Position of Mobilisation and Deployment of Funds (Rs. in thousands)

Total Liabilities 2 | 1 |8 | 4 | 7 | 7 | 9 | 4 | 9 | Total Assets

- [4]2]3]o]9[2]
- [3[e]4]6]4]1]e]
 [¢]2]0]7]o]9]

- [6[3[1]0]o]s]3]

Sources of Funds

Paid-up Capital Reserves & Surplus

Secured Loans Unsecured Loans

Net Deferred Tax Liability
Application of Funds
Net Fixed Assets

Investments

Net Current Assefs . [6]o]2]8]3]7]0]

- (N[

Performance of Company (Rs. in thousands)
Turnover 3 | 1 |3|8|6| 1 |O|3|8| Total Expenditure

Misc. Expenditure

Accumulated Losses

Profit Before Tax Profit After Tax

- [3[s]ofe]1]2[1]

[2]4] 5]

Earning per Share (in Rs.) Dividend rate %

\ 4

- [0]4]

- IN[]L
- IN[L

- [1]8l4]7]7]9]4]9]

- [1]1]4]4]2[3[4]9]

- [2]o]7[3]e]7]7]

. [1]2]0].]o]o]|%]

(Annualised)
V  Generic Names of Three Principal Products / Services of Company (as per monetary terms)
ltem Code No. (ITC Code) : [3]0]0[4]3[1].]0]1]
Product Description : Insulin
ltem Code No. (ITC Code) : [3]0]0[4]|9]0].[4]9]
Product Description : Domperidone
ltem Code No. (ITC Code) : [3|0[0]4]|9]0]. [4]9]
Product Description : Alprazolam
Mahesh Agrawal Sudhir Mehta
VP (Legal) & Company Secretary Chairman
Ahmedabad Samir Mehta
6" May, 2010 Managing Director
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MANAGEMENT’S DISCUSSION AND ANALYSIS

v

TO THE SHAREHOLDERS

CAVEAT

Shareholders are cautioned that certain data and information external to the Company is included in this
section. Though these data and information are based on sources believed to be reliable, no representation
is made on their accuracy or comprehensiveness. Further, though utmost care has been taken to ensure that
the opinions expressed by the management herein contain their perceptions on most of the important trends
having a material impact on the Company’s operations, no representation is made that the following presents
an exhaustive coverage on and of all issues related to the same. The opinions expressed by the management
may contain cerfain forward-looking statements in the current scenario, which is extremely dynamic and
increasingly fraught with risks and uncertainties. Actual results, performances, achievements or sequence of
events may be materially different from the views expressed herein. Shareholders are hence cautioned not fo
place undue reliance on these statements, and are advised to conduct their own investigation and analysis
of the information contained or referred to in this section before taking any action with regard to their own
specific objectives. Further, the discussion following herein reflects the perceptions on major issues as on
date and the opinions expressed here are subject to change without notice. The Company undertakes no
obligation to publicly update or revise any of the opinions or forward-looking statements expressed in this
section, consequent to new information, future events, or otherwise.

NOTE

Except stated otherwise, all figures, percentages, analysis, views and opinions are on consolidated financial
statements of Torrent Pharmaceuticals Limited and its wholly owned subsidiaries and their businesses (jointly
referred as Torrent or Company, hereinafter). Financial information presented in various sections of the
Management Discussion and Analysis is classified under suitable heads which may be different from the
classification reported under the Consolidated Financial Statements. Some additional financial information is
also included in this section which may not be readily available from the Consolidated Financial Statements.

PERFORMANCE SNAPSHOT

Torrent is one of the leading pharmaceutical companies having presence in India and global markets. The
Company’s revenues are mainly from manufacture and sale of branded as well as unbranded generic
pharmaceutical products. A further break down of the revenues can be done as India formulations (comprising
branded pharmaceutical formulations sold in the Indian market), International operations (comprising sales
outside India of branded and unbranded-generic pharmaceutical formulations) and Contract manufacturing.
Company’s current international operations are focused on five thrust areas: Brazil & Latin America, Europe,
Russia & CIS countries, North America and Rest of the World comprising, inter alia, of less regulated markets
of Africa and Asia.

During the financial year 2009-10, the Company reported revenues of Rs. 1,904 crores (excluding foreign
exchange gains of Rs. 12 crores), a growth of 17% compared with Rs. 1,631 crores in the previous financial
year.

The break up of Revenues under key segments is under:

(Rs. in crores)

Segment 2009-10 2008-09 Growth
Amount Share Amount Share %
India formulations (net of excise duty) 726 38% 624 38% 16%
International Operations 970 51% 841 52% 15%
Contract Manufacturing 205 11% 164 10% 25%
Others 2 0% 2 0% 16%
Total 1,904 100% 1,631 100% 17%
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The India formulations segment registered growth of 17% over the previous year on the back of improved
performance from Oral Anti Diabetic and Anti Infective portfolios.

Revenues from International Operations grew 15% on the back of growth in Brazil (growing 18%) and ramp
up of US sales. Generic business in Germany was affected by difficult market environment with large portion
of the market moving to low margin tender based pricing and the revenues remained flat. Revenues from
Europe and Rest of the World Markets registered a growth of 9% and 30% respectively benefiting from
portfolio expansion and consolidation in existing geographical areas. Operations in Russia & CIS markets
were affected by adverse economic conditions and dampened demand resulting in de-growth in revenues by
35%.

Contract manufacturing income includes license fee income of Rs. 16 crores from a multi-product/market out
licensing contract signed during the financial year 2009-10.

Region-wise revenue contribution to total revenues from International Operations was as under:

(Amount in Rs. Crores)

32% 27% 12% 14% 10% 4%
44
308 264 120 140
94
8%
32%
31% ’ 1% 15%
266 o8
261 125
93 39,
29
Brazil Germany Row Europe USA RCIS
OFY 10 % contribution OFY 09 % contribution

(Source: Internal Data)
A. INDIA FORMULATIONS

1. Indian Pharmaceutical Market:

The India formulations market valued at Rs. 417 billion has grown at CAGR of 14% (Source: ORG - IMS)
over last 4 years. New product introductions contributed to 44% of the sales growth while volume growth
contributed to 51% of the sales growth. Growing population, increasing reach of healthcare, rising income
levels and increasing government spend on healthcare are driving the market growth.

Indian market is witnessing gradual transition from acute diseases to lifestyle diseases and chronic therapies
like Cardiology, Neurology, Psychiatry and Diabetes. With current demographic profile and growth prospects
of the economy, Indian Pharmaceutical market could see continuing trend of transition towards chronic and
super specialty therapies, with acute therapies like Anti — Infectives retaining their market size.

Over the coming years, patent laws will provide an impetus to the launch of patent protected products.
The market for patented products is likely to be concentrated in therapeutic segments like Neuro-Psychiatry,
Oncology, Anti-Infective, Gastro-Intestinal and Cardiovascular. Such products have the potential to capture
10% of the overall market in the coming years.

However, outlook for generic products looks positive due to several factors. The current pipeline of the generic
products that are either undergoing new process development or have been recently launched is strong.
In addition, domestic players have the opportunity to develop new combinations and formulations of the
products that are already in the market. Generics players continue to have a wide range of options for new
generic launches from the basket of pre 1995 products.

Currently, the prices of 75 drugs are controlled as per the mandate issued by the Drug Price Control Order,
1995 (DPCO). Currently 10% of Company’s revenues are from products covered by DPCO.
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Given the above developments, the critical success factors for the pharma companies would be differentiated
product infroductions, therapeutic expansion, expanding the geographical reach by expanded sales, marketing
network and aggressive sales promotion.

2. Operating Highlights

India formulations segment registered a growth of 16% over the previous year. The revenue growth was
mainly driven by Anti Diabetic and Anti — Infective portfolios. Top 10 brands contributed to 42% of the
total India formulation sales as against 43% during previous year. Cardiology continues to remain the main
therapeutic segment for the Company with a contribution of about 35% of the total sales. Neuro-Psychiatry
and Gastroenterology are other key segments. The three therapeutic segments put together contribute to over
74% of the total sales.

Break up of the Net Sales under key therapeutic segments is as under:

Pain Others, 4% Gastro

Management, ‘ .
4% _\ /Intestmal, 19%

Cardiovascular,/
35%

\| \ Neuro-

— Psychiatry, 20%

Anti Diabetic, Anti Infectives,
7% 1%

The Company introduced 55 new products during financial year 2009-10 as compared to 15 products in
financial year 2008-09.The growth in India Formulations revenues based on age of the portfolio is given
below:

Growth
Portfolio 2009-10 2008-09
Existing Products (other than those mentioned below) 11% 5%
New Products introduced in the previous year 1% 1%
New Products introduced in the current year 4% 1%
Total 16% 7%

During the year, as a part of its growth strategy, the Company expanded its reach into the Tier Il to VI cities
and rural market through launch of a dedicated division. During the first phase of expansion, the Company
launched its division in 5 states initially and gradually expanded to 3 more states during the financial year
2009-10. The Company plans to have pan India presence by end of financial year 2010-11.

The Company has moved to expand its therapeutic reach by entering infto Gynecology segment having a
market size of Rs. 2,404 crores, growing at 18% (Source: ORG - IMS Mat Mar 10). Initially the Company will
be mainly focusing on regular Obstetrics and Gynecology market and has plans to penetrate into infertility
market. To begin with the Company has launched 8 products and plans to launch another 11 products by
financial year 2010-11 in phased manner. With total 19 products in basket, the Company would cover 40%
of the regular Obstetrics and Gynecology market.

3. Positioning of Torrent in Indian Pharmaceutical Market

Torrent is one of the leading players in Indian Pharmaceuticals industry maintaining leadership position in
some of the key chronic therapies of Cardiovascular and Neuro-Psychiatry. The Company is ranked No. 2
in Cardiovascular segment and No. 3 in Neuro—Psychiatry therapies. The graph below sets forth the market
share movement of the Company in the key therapeutic segments of Cardiovascular and Neuro-Psychiatry
over a period of 5 years.
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As per ORG - IMS data set for the financial year 2009-10, the Company registered a growth of 17% (previous
year 7 %) against a market growth of 18% (previous year 10%). The Company is ranked 16" by turnover in the
domestic market, has 6 brands in top 300 brands and has 37 brands in leadership positions in their respective
molecule segments.

4. Opportunities and Outlook

The Indian pharmaceutical industry is going through structural change with lesser number of products
available for introduction due to patent regime effective from 2005 and increased focus of MNCs in Indian
Pharmaceutical Market on account of block buster products going off patent in developed markets. The
business environment will continue to remain challenging characterised by intense competition, margin
pressures and regulatory interventions. These changes pose many challenges and opportunities to companies
operating in this environment. In this context, the Company has identified several growth initiatives, part of
which has since been rolled out as detailed below:

Following are the areas where action has been initiated, the results of which are expected to flow in the
foreseeable future:

o  Geographical expansion to cover Tier Il to VI cities

o Increasing sales force to expand doctor coverage in metros

o  Consolidating recent entry in Gynecology

o Accelerate growth through increasing doctor coverage, product exposure to new medical specialties,

increased product focus, territorial expansion, new product introductions, new therapeutic areas and
building strong sales operations systems.

Further growth areas are:

o Emerging market segments like organized buyer groups, pharmacy chains and corporate hospitals.

o leverage on the strong franchise, specialized sales force and distribution built in the domestic market by
in-licensing of molecules.

o  Product and assets acquisition opportunities.

o Use of information technology for efficient customer servicing and improved sales productivity.

B. INTERNATIONAL OPERATIONS

Global Generics Market continues to present a positive outlook and growth opportunities based on i)
increasing health cost burden in developed economies compelling governments to encourage genericisation
i) approximately US $142 billion drugs to lose patent protections over next 5 years iii) rising income levels and
improving health care coverage in the emerging economies to provide significant growth opportunities.

Global Pharmaceutical Market grew 7% in 2009 to US $ 837 billion and is expected to grow at 5% to
8% over a period of 5 years. Global Generic Pharmaceutical Market is valued at approximately US $ 90
billion is expected to grow at a faster rate of 8-9% over next 5 years. U.S is the largest Generic Market which
put together with Europe and Japan account for 60% of the total global Generic Pharmaceutical Market.
The growth of generic in these markets is driven by patent expiries, increase in generic penetration and
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Government support to genericisation. Growth in emerging markets is even higher and is driven by increasing
domestic consumptions on the back of high economic growth, strengthening of healthcare infrastructure and
greater healthcare awareness. Emerging markets like Latin America, Eastern European countries, China, India
and Russia are growing at double digit rates. These markets, predominantly in the nature of Branded Generic
Formulations, offer attractive pricing whereas competition is less intensive. Indian companies have been
increasingly focusing on global markets with a view to expand their geographical reach.

International generic opportunity continues to be a growth engine for the Company. The Company is well
positioned to capitalize on these growth opportunities with strong development pipeline, low R&D and
manufacturing cost and sound marketing reach and capabilities built over a period of time. Blockbuster drugs
going off patent continue to offer significant opportunity.

The Company has witnessed 5 year revenue CAGR of over 47%, in the revenues from its International
Operations (including the sales of Heumann Pharma GmbH & Co. Generica KG (Heumann) acquired in
2005) which now accounts for more than 50% of the total revenues. During the year the Company has
entered into product out-licensing and supply contracts with global pharma players to exploit its product
portfolio developed for regulated/semi regulated markets. The supplies against these contracts are expected
to commence over next 2-3 years.

1. Brazilian Branded Formulation

Brazilian market is one of the biggest markets in emerging economies with a market size of USD 12 billion,
innovators controlling nearly half of the market and growing at a 5 year CAGR of 15% (Source: IMS).

Torrent is one of the leading Indian branded generic players in Brazilian market covering a market of USD 1
billion (Source: IMS) enjoying a market share of 7% in the covered market. During the year the Brazil operations
registered revenues of Rs. 308 crores growing at 18%. Part of this growth is aftributable to favorable exchange
rates. Growth in Reai terms is 9%. The covered market growing at 14% is indicative of the growth potential out
of the existing portfolio. The Company has 43 products under approval and 5 products are expected to be
approved by second half of the coming year. The Company has a basket of 27 products with 12 products in
the Cardio Vascular (CV) segment, 11 products in the Central Nervous System (CNS) segment and 4 products
in the Oral Anti Diabetic segment. The Company also has a strong pipeline of 40 products in the above
therapies to augment future growth.

2. US

US market is the largest generic market in the world. The generic market grew by 7% to US $ 34 billion in
2009. New healthcare reforms recently intfroduced in the US, are aimed at bringing more Americans under
health insurance coverage and promoting use of low cost medicines. These reforms are expected to translate
into huge opportunities to the companies sourcing from low cost manufacturing countries like India. Cost
competitiveness is the key success factor.

The Company has started to realise the benefits of its investments in the US market. Revenues from its US
operations were Rs. 94 crores during the financial year 2009-10 as compared with Rs. 29 crores during
the previous financial year 2008-09. Although Torrent was a late entrant in the US generics market, it has
been successful in building a decent market share in existing products. Torrent is the second largest supplier
of Citalopram and Zolpidem in the US Market. The Company received 2 ANDA approvals and 3 tentative
approvals in financial year 2009-10. In the future it plans to launch 4 to 5 products every year. The Company
has 16 ANDA approvals (including 3 tentative approvals), and its pipeline consists of 29 pending approvals
and 27 filings under development. The US business is expected to contribute to the growth of international
business in a significant way.

3. Germany

German pharmaceutical market is the 2™ largest generic market. During the year 2009, the generic market
grew at 5% and was valued at USD 7 billion. The year 2009 witnessed a major portion of the markets getting
covered under tender based buying by Government funded health insurance funds. With approximately 65%
market covered under such tender, average price realisations are expected to fall substantially.

Revenues from our German operations (Heumann) remained stagnant at Rs. 264 crores during the financial
year 2009-10, as compared to Rs. 266 crores during previous year 2009-10 which was Company’s second
consecutive year of profitable operations. Heumann was successful in obtaining tender awards announced by
various health insurance funds during the year, the revenues from which will start flowing from financial year

2010-11.
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12 new products are proposed to be launched in the coming year. Heumann growth plans include filling
portfolio gaps in existing therapies and expanding into new therapy areas. Focus of the Company is to
successfully service the increased demand from the tender business, garner incremental share in the market
by aggressively bidding for upcoming tenders and launch of new products.

4. Other Markets

Dossier outlicensing and product supply business (Europe) continues to provide growth momentum in
international business, registering growth of 9%, with revenues of Rs. 140 crores during the financial year
2009-10 as compared with Rs. 125 crores during the previous year. The Company has a strong pipeline of 50
molecules for launch in the coming years. Rest of World segment registered growth of 12% with revenues of
Rs. 120 crores during the financial year 2009-10, as compared with Rs. 93 crores during the previous year.

5. Opportunities and Outlook

Mexico: The Company had identified Mexico as a promising market offering potential for branded generic
business and having a market size of USD 9 billion. The Company plans to launch marketing operations
during the financial year 2010-11 with a product basket of 6 products in the Neuro-Psychiatry segment.
The Company plans to expand the product portfolio in Cardiovascular, Neuro-Psychiatry and Anti Diabetic
segments over the course of next 2-3 years.

Thailand: In order to expand its footprint in Asia Pacific, the Company has incorporated a subsidiary in
Thailand to tap the significant growth opportunity available in this market. Thailand is the second largest
pharmaceutical market in South East Asia with a market size of USD 2 billion and is growing at 16%. Generics
constitute nearly 60% of the value sales. Due to the universal insurance coverage policy implemented by the
Thai Government, the generic segment is rapidly growing in size and the hospitals are increasing supporting
purchase of quality generics.

The Company has identified a set of 45 molecules in Cardiovascular, Neuro-Psychiatry and Anti Diabetic
segment for potential launch in the market. The key success factors besides product development capabilities,
innovative abilities, low cost high quality manufacturing would be the early mover advantage.

The Company is also planning to enter UK, Romania and Canada with direct marketing operation.

MANUFACTURING

During the financial year 2009-10, the Company has successfully commissioned a new injectible formulation
manufacturing facility for Human Insulin’s with a capacity of 26 million vials per annum at Indrad.

During the previous financial year, the Company had initiated construction of a new formulation manufacturing
facility at Sikkim to cater to the growing demand of domestic market. The project is expected to commence
commercial production during the third quarter of the financial year 2010-11. This facility will provide fiscal
incentives under new industrial policy announced for the region by Central Government in 2007.

During the year, the formulation manufacturing facility at Baddi received cGMP approval from ANVISA of
Brazil, and is gearing up for obtaining approvals for the other regulated markets. This facility was approved
by the German authorities during the previous financial year 2008-09.

New capital investments

In order o meet the increasing requirements of the international markets, the Company is planning to build a
new formulations and APl manufacturing facility at Dahej SEZ in Gujarat. It has also undertaken a substantial
expansion of formulation and APl manufacturing capacities at US FDA Indrad Plant, which is expected to be
completed during the financial year 2010-11.

RESEARCH AND DEVELOPMENT

Discovery Research

The Company is currently working on several in-house New Chemical Entities (NCE) projects within the areas
of Diabetes and its related complications, metabolic and cardiovascular disorders, ischemic diseases and
Neuropathic pain. The Company has cumulatively filed 374 patents for NCEs from these and earlier projects
in all major markets of which 155 patents have been granted /accepted so far.
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After successful completion of Phase-| clinical trial of Advanced Glycation End-Products Breaker (AGE)
program, the Company has now initiated multi-centered Phase-ll trial in India and Europe for the indication
of diabetes associated heart failure. The Company believes that its AGE Program has attractive development
potential in the poorly served diabetic heart failure segment and certain long-term complications arising out
of AGE formation. The Company has published four research papers in peer reviewed international journals
describing various findings of consequence to the AGE program.

During the financial year 2009-10, the Company has advanced its second NCE to Phase-I clinical trial
targeting increased cardiovascular risks associated with metabolic syndrome. The Company believes that this
program is uniquely positioned to address the complications due to relative chronic over-nutrition which are
assuming alarming proportions of health hazard in India and in the developed countries.

Developmental Research

The Company continues to have a robust product pipeline for development for offerings in European, US and
Brazil markets on their patent expiry. During the financial year 2009-10, the Company completed development
for 8 products for the EU market, 12 products for US market and 11 products for Brazil market. The Company
also developed and filed DMF for 6 APIs during the year in US & Europe.

Substantial new product development is being done for other regulated and semi-regulated international
generic markets and also for the Indian market.

Development of several New Drug Delivery Systems (NDDS) to create differentiated products and market
exclusivity in commodity generics market are also progressing well.

THREATS, RISKS AND CONCERNS

Discovery research

The key risks are high rate of failure and long gestation period of a discovery project coupled with significant
upfront costs to be incurred before results are known. The Company today may not have resources to carry
through a discovery project to final commercial stage. These risks are sought to be mitigated by seeking
suitable alliances with partners at appropriate stage to share the risks and rewards of the project.

Company undertakes clinical trials on ongoing basis as part of its discovery research programme. Insurance
is obtained to cover the risks associated with testing in human volunteers and the Company may be subject to
claims that are not covered by the policy.

The bio-equivalence facility is used for safety & efficacy studies for the generic products meant for the regulated
markets. The facility has received approvals from the Brazilian authorities and USFDA during the year. The
regulatory authorities from France and Denmark have also inspected the BE facility and their approvals are
awaited.

Domestic Market
Price confirol:

The domestic market is subject to price control under DPCO, 1995. In the event Government reduces the
prices of Company’s products under DPCO or introduces price control on products currently not subject to
such control, the profit margins could be significantly affected. The Company manages its product portfolio
so as to move away, reduce and minimize the product weightage of drugs under price control.

Intellectual Property Righits (IPR) regime:

Patent laws in respect of pharmaceutical products have been changed effective 15 January, 2005. This would
mean that pharmaceutical products patented after 15 January, 1995 can no longer be copied through process
re-engineering. This has narrowed the choice of new products which the Company can introduce in the
market. Indian market being price sensitive is less likely to see significant penetration of patented molecules.
Generic versions of out-of-patent products will experience an extended life cycle.

Other Market risks:

Regulatory changes may bring about de-branding of drugs in domestic market. Generic competition, could
lead to fall in sales in branded products accompanied by price erosion. Increased coverage of healthcare
spend through insurance can lead to structural changes in the industry. However the company does not
anficipate changes in these areas in the immediate horizon.
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Overseas markets

The Company has expanded operations into select overseas markets of Latin America, Russia & CIS, European
Union and North America. Such expansion involves substantial business set up expenses, product pipeline
development expenses and a gestation time before revenues begin to accrue. The Company faces the risk
arising out of a failed or delayed market entry which may significantly affect the future profitability and
financial position.

In Brazil where the Company sells branded generics, the pure generic competition could adversely affect
development of branded business. Price erosions continue in the German generic market leading to shrinking
operating margins. The insurance companies have been empowered to enfer into rebate contracts and float
tenders. Aggressive bidding by competitors could lead to unsuccessful bids in tenders exposing the Company
to loss of existing sales. Likewise in other European markets, regulatory changes could affect price realizations.
The risks are sought to be mitigated through careful market analyses, improved management bandwidth,
marketing alliances and corporate management oversight.

On supply side, for products made out of outsourced API, wherever the APl supply is from a single supply
source the Company carries the risk of probable supply disruption. The Company has a policy to actively
develop alternate supply sources for key products subject to economic justification.

Product liability risks

The business is exposed to potential claims for product liability. These risks are sought to be managed by
appropriate laboratory and clinical studies for each new product, compliance with Good Manufacturing
Practices and independent quality assurance system. The Company also has an insurance cover for product
liability.

New product risk

New product development and launch involves substantial expenditure, which may not be recovered due
to several factors including development uncertainties, increased competition, regulatory delay, lower than
anticipated price realizations, delay in market launch and marketing failure. The Company manages the risk
through careful market research for selection of new products, detailed project planning and monitoring.

Attrition rate

The Company faces high aftrition levels, particularly in sales force, R & D technical staff and production
technical staff. This disrupts the smooth working of the Company, inter-alia, leading to disruption and delays in
projects, loss of customers and sales, and increase in the cost of recruitment and training. The Company pro-
actively manages this phenomenon through various measures including aggressive and timely recruitments,
industry compatible remuneration / incentive system and strengthening of the human resources function.

Litigation risks

The Company faces the risk of high costs of litigation with the patent-holder, in its business of international
generic products. This risk is sought to be managed by a careful patent analysis prior to launch of the generic
product.

New capital investments

The Company plans to build a new manufacturing facility at Sikkim for manufacture of oral solid dosage
formulations. The Company faces risks arising out of delay in implementation, cost overrun and inappropriate
implementation. The risks are sought to be mitigated by forming appropriate project management team and
corporate management oversight.

Exchange fluctuation risks

Currency risks mainly arise out of overseas operations and financing activities. Exchange rate fluctuations could
significantly impact earnings and net equity because of invoicing in foreign currencies, expenditures in foreign
currencies, foreign currencies borrowing and translation of financial statements of overseas subsidiaries into
Indian rupees. The Company has a defined foreign exchange risk management framework to manage these
risks, excluding translation risks.
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HUMAN RESOURCES

The total employee strength of the Company at the end of financial year 2009-10 was 6,964 against 5,636
as at the end of financial year 2008-09, an increase of 1,328 employees. The field force increased by 552
from 2,812 at the end of financial year 2008-09 to 3,364 at the end of financial year 2009-10. The R & D
Centre had 804 employees (of which 683 were scientists) at the end of financial year 2009-10 compared
with 725 (of which 627 were scientists) as at the end of financial year 2008-09, an increase of 79 employees.
The worker strength at plant was 796 at the end of financial year 2009-10 compared with 527 at the end
of financial year 2008-09. The remaining employee strength comprising mainly of head office personnel,
non-worker employees at Chhatral and Baddi Plant, branch & overseas offices employees increased to 2,000
at the end of financial year 2009-10 from 1,572 at the end of financial year 2008-09.

INTERNAL CONTROL SYSTEM

The Company has a reasonable system of internal control comprising authority levels and powers, supervision,
checks and balances, policies and procedures. The system is reviewed and updated on an on-going basis.
The Company continuously upgrades its internal control systems by measures such as strengthening of IT
infrastructure and use of external management assurance services. The Company has in place a well defined
internal audit system whereby an internal audit is performed across locations of the Company and the results
of the audit findings are reviewed by the Audit Committee.

RESULTS OF OPERATIONS FOR FINANCIAL YEAR 2009-10 COMPARED WITH
FINANCIAL YEAR 2008-09

Summary Financial Information:

2009-10 2008-09 %
Particulars Rs. in % to Rs. in %to |Increase/
Crores |Revenues| Crores |Revenues|Decrease

Net Sales and Operating Income (Revenues) 1,904 100.0% 1,631 100.0% 16.8%
Gross Profit 1,227 64.4% 1,016 62.3% 20.8%
Selling, general and administrative expenses 698 36.7% 604 37.0% 15.6%
(SG&A)
Research and development spend 120 6.3% 112 6.9% 7.4%
Forex Gain / (Loss) 12 0.6% 41 -2.5%
Operating profit before depreciation/amortization, 421 22.1% 259 15.9% 62.5%
tax, interest and exceptional items
Depreciation/Amortization 66 3.5% 42 2.6% 56.3%
Net Interest expense 8 0.4% 16 1.0% -52.0%
Profit before tax and exceptional items (PBT) 347 18.2% 201 12.3% 72.9%
Exceptional ltem 0 0.0% -9 -0.5%
Income Tax 116 6.1% 8 0.5%
Profit after Tax (PAT) 231 12.1% 184 11.3% 25.6%

Net Sales and other operating income

Consolidated net sales stood at Rs. 1,833 crores compared with net sales of Rs.1,587 crores during the
previous financial year, registering growth of 16%.

Other operating income was Rs. 71 crores compared with Rs. 44 crores in previous financial year, indicating

an increase of 61%. Income of Rs. 16 crores from multi-product/market out licensing contract signed during
the financial year 2009-10 is the major item contributing fo the increase.

Gross Profit

Company’s Gross Profit increased by 21% indicating a margin gain of 2% as compared to the previous
year. Higher income from product registration dossiers (described above) and reduction in the inventory
impairments (largely arising out of reduction in non-saleable returns) during the financial year 2009-10, are
the major factors contributing to improvement in Gross Profit.

37" ANNUAL REPORT 2009-10

63



64

Operating Profit before depreciation/amortization, tax, interest and exceptional items
(PBDIT)

SG&A expenses increased by 16% to Rs. 698 crores as compared to Rs. 604 crores during the previous year.
Increase in spend related to marketing authorization registration for new territories amounting to Rs. 11 crores
was one of the major factors contributing to the increase in SG&A.

Research & Development expenses increased by 7% to Rs. 120 crores, as compared to Rs. 112 crores during
the previous financial year. Product development costs account for 70% (previous year 64%) and discovery
research costs account for 30% (previous year 36%) of the total R & D cost. Research & Development expenses
as % to revenues are at 6% as compared to 7% during the previous year.

Foreign exchange gains were Rs. 12 crores against loss of Rs. 41 crores during the previous year.

Company’s PBDIT increased by 62% to Rs. 421 crores as compared to Rs. 259 crores during the previous
year, indicating a margin improvement of 6%.

Depreciation and amortization

Depreciation and amortization charge during the financial year 2009-10 was Rs. 66 crores as compared with
Rs. 42 crores during the previous financial year. During the financial year 2009-10, the Company revised
in useful lives of plant & machinery, laboratory equipments, furniture & fixtures and office equipments, which
resulted into an additional depreciation charge of Rs. 11 crores. The Company impaired some of its product

license assets in Heumann, which resulted into additional amortization charge of Rs. 7 crores during the
financial year 2009-10.

Net interest expense

Net Interest expenses (net of income from investments made in debt and money market instruments) were
Rs. 8 crores compared with Rs. 16 crores during the previous year.

Income Tax

During the financial year 2009-10, in view of amendments made in the Income Tax Act, 1961 by the Finance
Act, 2009 and other relevant factors, the Company reviewed realisability of MAT credit entitlement, based on
which, the MAT credit entitlement asset of Rs. 53 crores, recognized in earlier years, has been written off.

Excluding MAT credit entitlement in both the financial years, the income tax charge for the year 2009-10 is
Rs. 63 crores compared to Rs. 27 crores during the previous year. Average income tax rate as a percentage of
profit before tax is 18% for the year 2009-10 as compared to 14% for the year 2008-09. Increase in income
tax charge for the year 2009-10 is mainly on account of increase in MAT rate from 11% for the year 2008-09
to 17% for the year 2009-10.

Exceptional item

Exceptional item of Rs. 9 crores for the year 2008-09 represents settlement of a contract claim and certain
related expenses, in respect of a research contract pertaining to new chemical entities, agreed by the Company
in an out-of-court settlement through a mediation process.

Net profit after taxes

The net profit after taxes & exceptional items for the financial year 2009-10 was Rs. 231 crores compared with
Rs. 184 crores during the previous financial year, an increase of 25%.

CAPITAL & DEBT

There was no change in the equity share capital during the year.

Out of the divisible profits of Rs. 234 crores (previous year Rs. 188 crores), a sum of Rs. 56 crores
(previous year Rs.145 crores) was transferred to General Reserve Account. Dividend of Rs. 51 crores
(Rs. 6 per share) is proposed during the year, Previous year Rs. 34 crores (Rs. 4 per share) was distributed. This
represents an increase of Rs. 2 in dividend per share. This distribution (including tax thereon) is approximately
26% of profit after tax for the year (previous year 21%).

The net long-term borrowing decreased by Rs. 10 crores during the year (previous year increase was
Rs. 104 crores) to Rs. 397 crores at the end of financial year 2009-10 from Rs. 407 crores at the end of
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FY 2008-09. Outstanding working capital loans as on 31¢March, 2010 were Rs. 126 crores (previous year
Rs. 76 crores). The total debt to net worth (including deferred tax liability) ratio as at the end of financial year
2009-10 was 0.59 (previous year 0.68).

FIXED ASSETS

The net investment in fixed assets during the year was Rs. 86 crores; comprising net addition in assets
Rs. 149 crores reduced by increase in accumulated depreciation of Rs.62 crores. Addition to fixed assets
mainly include capital expenditure incurred for setting up of new manufacturing facility at Sikkim dedicated to
Indian operations and capacity expansion at manufacturing facility located at Indrad.

WORKING CAPITAL AND LIQUIDITY

The working capital investment (net current assets excluding cash and bank balances, current investments
and proposed dividends) decreased by Rs. 15 crores from Rs. 297 crores at the end of financial year
2008-09 to Rs. 282 crores at the end of financial year 2009-10, decrease of 5%. Decrease in working
capital investments is mainly on account of write off of MAT credit entitlement of Rs. 53 crores, recognised in
earlier years. As a percent of revenues, the working capital investment was 15% at the end of financial year
2009-10 and 18% at the end of financial year 2008-09. The decrease in working capital was a result of
gross current assets (excluding cash and bank balances, current investments) increasing by Rs. 49 crores, from
Rs. 723 crores at the end of financial year 2008-09 to Rs. 772 crores at the end of financial year 2009-
10, and increase in gross current liabilities (including provisions and excluding proposed dividends) by
Rs. 64 crores, from Rs. 426 crores at the end of financial year 2008-09 to Rs. 490 crores at the end of
financial year 2009-10.

The liquidity of the Company as reflected by cash and bank balances and current investments increased by Rs.
160 crores, from Rs. 350 crores at the end of financial year 2008-09 to Rs. 510 crores at the end of financial
year 2009-10.

The Company generated net cash of Rs. 287 crores from operations (after working capital changes) during
financial year 2009-10 while it spent a net amount of Rs. 149 crores on new fixed assets, received income
from investments and interest of Rs. 20 crores. Net cash flow used in financing activities comprising of
dividend and interest paid and net debts taken, was Rs. 5 crores during financial year 2009-10.

For and on behalf of the Board

Ahmedabad Samir Mehta
6™ May, 2010 Managing Director
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AUDITORS’ REPORT ON
CONSOLIDATED FINANCIAL STATEMENTS

AUDITORS’ REPORT
TO THE BOARD OF DIRECTORS
TORRENT PHARMACEUTICALS LIMITED

1. We have audited the attached Consolidated Balance Sheet of TORRENT PHARMACEUTICALS LIMITED
(“the Company”), and its subsidiaries (the Company and its subsidiaries constitute “the Group”) as at
31 March, 2010, the Consolidated Profit and Loss Account and the Consolidated Cash Flow Statement
of the Group for the year ended on that date, both annexed thereto. These financial statements are the
responsibility of the Company’s management and have been prepared on the basis of the separate
financial statements and other financial information regarding components. Our responsibility is to
express an opinion on these Consolidated Financial Statements based on our audit.

\ 4

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

3. We did not audit the financial statements of thirteen subsidiary companies, namely, Zao Torrent Pharma,
Torrent Pharma GmbH, Heumann Pharma GmbH & Co. Generica KG, Torrent Do Brasil Ltda, Torrent
Pharma Philippines Inc., Torrent Pharma Inc., Torrent Pharma Japan Co. Ltd., Laboratories Torrent S.A.
de C.V, Torrent Australasia Pty Ltd., Heunet Pharma GmbH, Norispharm GmbH, Torrent Pharma Canada
Inc., and Torrent Pharma (Thailand) Co., Limited, whose financial statements reflect total assets of
Rs.44,832.22 lacs as at 31 March, 2010, total revenues of Rs. 73,328.63 lacs and net cash outflows
amounting to Rs.1,212.55 lacs for the year ended on that date as considered in the Consolidated
Financial Statements. These financial statements have been audited by other auditors whose reports have
been furnished to us and our opinion in so far as it relates to the amounts included in respect of these
subsidiaries is based solely on the reports of the other auditors.

4.  We report that the Consolidated Financial Statements have been prepared by the Company in accordance
with the requirements of Accounting Standard 21 (Consolidated Financial Statements), as notified under
the Companies (Accounting Standards) Rules, 2006.

5. Based on our audit and on consideration of the separate audit reports on individual financial statements
of the Company, its aforesaid subsidiaries and to the best of our information and according to the
explanations given to us, in our opinion, the Consolidated Financial Statements give a true and fair view
in conformity with the accounting principles generally accepted in India:

(i) inthe case of the Consolidated Balance Sheet, of the state of affairs of the Group as at 315 March,
2010;

(ii) inthe case of the Consolidated Profit and Loss Account, of the profit of the Group for the year ended
on that date and

(iii) in the case of the Consolidated Cash Flow Statement, of the cash flows of the Group for the year
ended on that date.
For C.C.Chokshi & Co.

Chartered Accountants
(Registration No. 101876W)

Gavurav J. Shah

Ahmedabad Partner
6" May, 2010 Membership No. 35701
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CONSOLIDATED BALANCE SHEET S

(Rs. in lacs)
As at As at
SCHEDULE 31-Mar-2010 31-Mar-2009

SOURCES OF FUNDS
SHAREHOLDERS' FUNDS

Share Capital 1 4,230.92 4,230.92
Reserves and Surplus 2 78,866.93 60,858.25
83,097.85 65,089.17

LOAN FUNDS
Secured Loans 3 36,464.16 31,827.30
Unsecured Loans 4 15,775.41 16,432.96
52,239.57 48,260.26
Deferred Tax Liabilities 21 [4] 6,219.08 6,833.12
141,556.50 120,182.55

APPLICATION OF FUNDS

FIXED ASSETS

Gross Block 81,293.09 72,062.41
Less : Depreciation, Amortisation and Impairment 27,178.16 20,937.02
Net Block 5 54,114.93 51,125.39
Capital Work in Progress 7,460.55 4,180.74
Advances for Capital Expenditure 3,521.53 1,161.62
65,097.01 56,467.75

INVESTMENTS 6 14,117.55 13,948.65
Deferred Tax Assets 21 [4] 1,229.28 993.44

CURRENT ASSETS, LOANS AND ADVANCES

Inventories 7 32,362.93 26,453.81
Sundry Debtors 8 29,815.97 26,657.86
Cash and Bank Balances 9 38,832.53 22,999.23
Other Current Assets 10 3,681.09 3,432.28
Loans and Advances 11 11,378.75 15,793.77
116,071.27 95,336.95
Less: CURRENT LIABILITIES AND PROVISIONS
Liabilities 12 42,157.71 37,431.50
Provisions 13 12,800.90 9,132.74
54,958.61 46,564.24
Net Current Assets 61,112.66 48,772.71
141,556.50 120,182.55
Significant Accounting Policies 20
Notes forming part of the Consolidated
Financial Statements 21
In terms of our report attached Signatures to the Consolidated Balance Sheet
For C.C. CHOKSHI & CO. Sudhir Mehta
Chartered Accountants Chairman
Gavurav J. Shah Mahesh Agrawal Samir Mehta
Partner VP (Legal) & Company Secretary Managing Director
Ahmedabad Ahmedabad
6" May, 2010 6™ May, 2010
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CONSOLIDATED PROFIT AND LOSS ACCOUNT N

4

(Rs. in lacs)
Year ended Year ended
SCHEDULE 31-Mar-2010 31-Mar-2009
INCOME
Sales 186,730.12 161,689.97
Less : Excise Duty / ICMS collected 21 [5] 3,437.57 3,037.96
Net Sales 183,292.55 158,652.01
Operating Income 8,311.23 4,413.75
Sales and Operating Income 14 191,603.78 163,065.76
Other Income 15 903.80 351.10
TOTAL INCOME 192,507.58 163,416.86
EXPENDITURE
Materials Cost 16 57,097.52 53,484.88
Employees Cost 17 31,616.00 25,649.78
Manufacturing and Other Expenses 18 48,790.92 46,868.08
Research and Development Expenses 21 [6] 12,021.80 11,190.39
Depreciation, Amortisation and Impairment 21 (7] 6,608.61 4,227.97
TOTAL EXPENDITURE 156,134.85 141,421.10
PROFIT BEFORE BORROWING COST,
EXCEPTIONAL ITEMS AND TAX 36,372.73 21,995.76
Net Borrowing Costs 19 1,650.89 1,901.25
PROFIT BEFORE EXCEPTIONAL ITEMS AND TAX 34,721.84 20,094.51
Exceptional ltems - (875.95)
PROFIT BEFORE TAX 34,721.84 19,218.56
PROVISION FOR TAXATION
Current Tax 7,051.06 2,776.37
MAT written off / (Credit Entitlement) 21 [8] 5,286.32 (1,921.38)
Deferred Tax Charge / (Credit) [includes prior period
item (Rs. 47.40)] (738.43) (414.88)
Fringe Benefit Tax - 341.49
Short fall / (Excess) Provision for Tax of earlier years 3.36 -
11,602.31 781.60
NET PROFIT FOR THE YEAR 23,119.53 18,436.96
Balance Brought Forward 304.43 327.11
PROFIT AVAILABLE FOR APPROPRIATION 23,423.96 18,764.07
APPROPRIATIONS
General Reserve 5,600.00 14,500.00
Proposed Dividend 5,076.68 3,384.45
Tox on Distributed Profits 843.17 575.19
11,519.85 18,459.64
Balance Carried Forward 11,904.11 304.43
Basic and Diluted EPS for the year 21 [9] 27.32 21.79
[Nominal Value per equity share of Rs. 5]
Significant Accounting Policies 20
Notes forming part of the Consolidated
Financial Statements 21
In terms of our report attached Signatures to the Consolidated Profit and Loss Account
For C.C. CHOKSHI & CO. Sudhir Mehta
Chartered Accountants Chairman
Gavurav J. Shah Mahesh Agrawal Samir Mehta
Partner VP (Legal) & Company Secretary Managing Director
Ahmedabad Ahmedabad
6" May, 2010 6" May, 2010
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CONSOLIDATED CASH FLOW STATEMENT

N
7
(Rs. in Lacs)
Year ended Year ended
31-Mar-2010 31-Mar-2009
A CASH FLOW FROM OPERATING ACTIVITIES :
PROFIT BEFORE TAX 34,721.84 19,218.56
Adjustments for :
Depreciation, Amortisation and Impairment 6,608.61 4,227.97
Provision for Doubtful Debts 686.22 1,289.12
Bad Debts Written-off 58.30 28.01
Provision for Doubtful Claim Receivables 143.97 -
Foreign Exchange (Gain)/Loss on Borrowings (346.69) 724.37
Loss on Sale / Discard / Write-off of Fixed Assets 88.08 321.11
Provision on Asset held for Sale 141.80 25.57
(Profit) on Sale of Current Investments (889.25) (313.77)
Net Borrowing Cost 1,650.89 1,901.25
Government Grant (78.52) -
OPERATING PROFIT BEFORE WORKING CAPITAL CHANGES 42,785.25 27,422.19
Adjustments for changes in working capital :
Debtors, Loans and Advances and Other Current Assets (9,067.61) (6,185.45)
Inventories (5,909.12) (3,356.76)
Current Liabilities and Provisions 7,495.04 10,554.27
CASH GENERATED FROM OPERATIONS 35,303.56 28,434.25
Direct Taxes Paid (6,603.57) (2,644.04)
NET CASH FROM OPERATING ACTIVITIES 28,699.99 25,790.21
B CASH FLOW FROM INVESTING ACTIVITIES :
Purchase of Fixed Assets (15,012.86) (6,273.09)
Proceeds from Fixed Assets sold 105.97 76.07
Proceeds from Long Term Non-Trade Investments sold - 8.75
Profit on Sale of Current Investments 889.25 313.77
Interest Received 1,146.99 1,916.52
NET CASH USED IN INVESTING ACTIVITIES (12,870.65) (3,957.98)
C CASH FLOW FROM FINANCING ACTIVITIES :
Long Term debt borrowed 7,814.06 8,494.00
Long Term debt repaid (6,698.75) (6,093.34)
Net Short Term debt taken 5,001.88 1,773.39
Government Grant / Capital Subsidy 78.52 30.00
Dividend Paid (4,101.48) (3,318.64)
Interest Paid (2,618.92) (2,708.40)
NET CASH USED IN FINANCING ACTIVITIES (524.69) (1,822.99)
NET INCREASE / (DECREASE) IN CASH AND CASH EQUIVALENTS 15,304.65 20,009.24
Effect of Exchange Rate Changes on Foreign Currency Cash and Cash
Equivalents 697.55 (350.00)
CASH AND CASH EQUIVALENTS AT BEGINNING OF YEAR 35,043.29 15,384.05
CASH AND CASH EQUIVALENTS AT END OF YEAR 51,045.49 35,043.29
Note : Cash and Cash Equivalents as at end of the year
Cash and Bank balances [Schedule 21(10)] 38,832.53 22,999.23
Current Investments (Investments in Mutual Funds) 12,212.96 12,044.06
51,045.49 35,043.29

In terms of our report attached

Signatures to the Consolidated Cash Flow Statement

For C.C. CHOKSHI & CO.
Chartered Accountants

Gavurav J. Shah

Ahmedabad
6" May, 2010

Mahesh Agrawal
Partner VP (Legal) & Company Secretary

Sudhir Mehta
Chairman

Samir Mehta
Managing Director

Ahmedabad
6" May, 2010
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SCHEDULES

S
7
annexed to and forming part of the Consolidated Financial Statements
(Rs. in lacs)
As at As at
31-Mar-2010 31-Mar-2009
SCHEDULE - 1 : SHARE CAPITAL
Avuthorised
150,000,000 Equity Shares of Rs. 5 each 7,500.00 7,500.00
2,500,000 Preference Shares of Rs. 100 each 2,500.00 2,500.00
10,000.00 10,000.00
Issued and Subscribed
84,625,360 Equity Shares of Rs. 5 each 4,231.27 4,231.27
Paid-up
84,611,360 Equity Shares of Rs. 5 each 4,230.57 4,230.57
Amount originally paid up on 14,000 Equity Shares forfeited 0.35 0.35
4,230.92 4,230.92

Notes :

(1) 70,980,592 Equity Shares of Rs. 5 each were allotted as fully paid up bonus shares; out of which 42,305,680 shares
were allotted by way of capitalisation from Capital Redemption Reserve and 28,674,912 Equity shares were allotted

by way of capitalisation from General Reserve.

(2) 1,244,768 Equity Shares of Rs. 5 each were allotted without payment being received in cash pursuant to the

schemes of amalgamation.

(3) 43,057,736 Equity Shares (previous year 43,057,736 Equity Shares) of Rs. 5 each are held by holding company

Torrent Private Limited.

(Rs. in lacs)
As at As at
31-Mar-2010 31-Mar-2009
SCHEDULE - 2 : RESERVES AND SURPLUS
Capital Reserve
Balance as per last Balance Sheet 626.54 596.54
Add : Capital Subsidy received - 30.00
626.54 626.54
Capital Redemption Reserve
Balance as per last Balance Sheet 384.71 384.71
Share Premium Account
Balance as per last Balance Sheet 4,279.88 4,279.88
General Reserve
Balance as per last Balance Sheet 55,708.99 41,208.99
Add : Transfer from Profit and Loss Account 5,600.00 14,500.00
61,308.99 55,708.99
Foreign Currency Translation Reserve
Balance as per last Balance Sheet (446.30) (72.05)
Add : Foreign Currency Translation Reserve for the year 809.00 (374.25)
362.70 (446.30)
Balance in Profit and Loss Account 11,904.11 304.43
78,866.93 60,858.25
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(Rs. in lacs)

As at As at
31-Mar-2010 31-Mar-2009
SCHEDULE - 3 : SECURED LOANS
Long Term Loans [Note: 2]
from Banks [Note: 1(a)] 25,110.36 23,312.30
from a Financial Institution [Note: 1(b)] 3,680.00 6,015.00
Short Term Loans from Banks [Note: 1(c)] 7,673.80 2,500.00
36,464.16 31,827.30

Notes :

(1) Loans are secured by :

(a) First equitable mortgage of immovable fixed assets and hypothecation of moveable fixed assets, present and future,
located at formulation manufacturing facilities, Village Indrad; research facilities, Village Bhat; and corporate
office, Ahmedabad, all in Gujarat, on pari passu basis.

(b) First equitable mortgage of immovable fixed assets and hypothecation of moveable fixed assets, present and future,
located at formulation manufacturing facilities in Baddi, Himachal Pradesh.

(c) Hypothecation of inventories and book debts.

(2) The future annual repayment obligations on principal amount for the above long term loans are as under:
2010-11 Rs. 3,838 lacs
2011-12 Rs. 10,779 lacs
2012-13 Rs. 4,743 lacs
2013-14 Rs. 5,306 lacs
2014-15 Rs. 1,500 lacs
2015-16 Rs. 2,062 lacs
2016-17 Rs. 562 lacs
Total : Rs. 28,790 lacs
- (Rs. in lacs)
As at As at
31-Mar-2010 31-Mar-2009

SCHEDULE - 4 : UNSECURED LOANS

Long Term Loans [Note :1]

from Banks 9,792.63 10,486.04

from Department of Science and Technology 793.60 892.80

from Department of Bio-Technology 314.06 -
Short Term Loans

from Banks 4,875.12 54.12

from a Financial Institution - 5,000.00

15,775.41 16,432.96

Note :

(1) The future annual repayment obligations on principal amount for the above long term loans are as under :
2010-11 Rs. 99 lacs
2011-12 Rs. 131 lacs
2012-13 Rs. 3,426 lacs
2013-14 Rs. 3,426 lacs
2014-15 Rs. 3,426 lacs
2015-16 Rs. 162 lacs
2016-17 Rs. 131 lacs
2017-18 Rs. 99 lacs
Total: Rs. 10,900 lacs

6 Torrent Pharmaceuticals Limited
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(Rs. in lacs)
As at As at
31-Mar-2010 31-Mar-2009

SCHEDULE - 6 : INVESTMENTS No. of
Units
LONG TERM INVESTMENTS [At Cost]

Trade Investments, Unquoted
York Pharma Plc.- Fully paid up Equity Shares of United
Kingdom's Sterling 0.05 each 63056 155.60 155.60
Less: Provision for diminution in Value 155.60 155.60

GPC Cayman Investors | Ltd. - Fully paid up

Equity Shares of USD 10 each 442918 1,901.49 1,901.49

Shivalik Solid Waste Limited - Fully paid up

Equity Shares of Rs. 10 each 20000 2.00 2.00
Non-Trade Investments, Unquoted

National Savings Certificates 1.10 1.10

Aggregate Long Term Investments 1,904.59 1,904.59

CURRENT INVESTMENTS [At lower of cost or market value]
Non-Trade Investments, Unquoted

Mutual Funds [Note 1] 12,212.96 12,044.06
Aggregate Investments - Unquoted 14,117.55 13,948.65
Note :

(1) Aggregate NAV of investment in Mutual Funds as on 31-Mar-2010is Rs. 12,306.01 lacs. [previous year Rs. 12,067.66
lacs]

(Rs. in lacs)
As at As at
31-Mar-2010 31-Mar-2009

SCHEDULE - 7 : INVENTORIES
[At lower of cost or net realisable value]

Raw Materials 10,521.62 6,913.09
Packing Materials 1,504.68 1,340.38
Goods in Process 3,628.12 4,099.94
Finished Goods 9,718.97 9,193.09
Traded Goods 6,989.54 4,907.31

32,362.93 26,453.81

SCHEDULE - 8 : SUNDRY DEBTORS
[Unsecured]

Debts over six months

Considered Good 3,224.61 3,086.05
Considered Doubtful 1,986.42 1,824.01
Less :- Provision 1,986.42 1,824.01
3,224.61 3,086.05

Other Debts - Considered Good 26,591.36 23,571.81
29,815.97 26,657.86

Torrent Pharmaceuticals Limited



(Rs. in lacs)

As at As at
SCHEDULE 31-Mar-2010 31-Mar-2009
SCHEDULE - 9 : CASH AND BANK BALANCES
Cash on hand 11.63 10.26
With Scheduled Banks in :
(a) Current Accounts 21 [10] 977.43 1,038.78
(b) Term Deposit Accounts 21 [10] 33,517.05 17,105.05
34,494.48 18,143.83
With Non-Scheduled Banks in :
(a) Current Accounts 2,436.91 4,833.70
(b) Term Deposit Accounts 1,889.51 11.44
4,326.42 4,845.14
38,832.53 22,999.23
SCHEDULE - 10 : OTHER CURRENT ASSETS
[Unsecured and considered good, unless otherwise stated]
Export Benefits Receivable 2,479.46 1,851.89
Claims Receivable : Indirect tax / Insurance
Considered Good 939.49 563.38
Considered Doubtful 143.97 -
Less :- Provision 143.97 -
939.49 563.38
Interest accrued on Loans and Deposits 257.02 144.72
Assets held for sale [At lower of cost or net realisable value] - 569.20
Others 5.12 303.09
3,681.09 3,432.28
SCHEDULE - 11 : LOANS AND ADVANCES
[Unsecured and considered good, unless otherwise stated)]
Advances recoverable in cash or in kind or for value to be received 10,290.00 9,797.97
Balance with Excise and Customs Department / VAT 546.28 248.49
Advance Tax paid, net of Provisions 542.47 460.99
MAT Credit Entitlement 21 [8] - 5,286.32
11,378.75 15,793.77
SCHEDULE - 12 : CURRENT LIABILITIES
Sundry Creditors 37,818.22 31,341.22
Book Overdraft 1,497.41 503.26
Investor Education and Protection Fund [not due] :
Unclaimed Dividend 46.42 188.26
Unclaimed Share Application Money 0.45 0.45
Unclaimed Matured Debentures - 7.51
Unclaimed Debenture Interest - 0.46
46.87 196.68
Other Liabilities 1,346.85 1,285.53
Advances from Customers 1,279.62 3,862.13
Interest accrued but not due 168.74 242.68
42,157.71 37,431.50

Note : The Investor Education and Protection Fund is credited by the amounts unclaimed and outstanding on the relevant
due date.
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(Rs. in lacs)

As at As at
SCHEDULE 31-Mar-2010 31-Mar-2009
SCHEDULE - 13 : PROVISIONS
Proposed Dividend 5,076.68 3,384.45
Add :Tax on Distributed Profits 843.17 575.19
5,919.85 3,959.64
Provision for Taxation, net of Advance Tax 550.04 17.71
Provision for Employee Benefits (Gratuity, Long term
Compensation, Leave Benefits) 6,331.01 5,155-89
12,800.90 9,132.74
(Rs. in lacs)
Year ended Year ended
31-Mar-2010 31-Mar-2009
SCHEDULE - 14 : SALES AND OPERATING INCOME
Sales
Sales in India 92,060.89 79,357.38
Sales outside India 94,669.23 82,332.59
186,730.12 161,689.97
Less : Excise Duty / ICMS collected 21 [5] 3,437.57 3,037.96
183,292.55 158,652.01
Operating Income
Export Benefits 2,635.37 1,717.71
Income from Product Registration Dossiers 3,112.11 1,604.53
Net Foreign Exchange Gain 21 [11] 1,206.29 -
Other Operating Income 1,357.46 1,091.51
8,311.23 4,413.75
191,603.78 163,065.76
SCHEDULE - 15 : OTHER INCOME
Profit on Sale of Non-Trade Investments [Net of Provision for
diminution in value of Current Investment Rs. Nil (previous year
Rs. 292.37 lacs)] 889.25 313.77
Miscellaneous Income 14.55 37.33
903.80 351.10
SCHEDULE - 16 : MATERIALS COST
Materials Consumed
Raw Materials 35,489.92 33,568.94
Packing Materials 5,574.51 4,772.64
41,064.43 38,341.58
Purchase of Traded Goods 18,169.38 17,153.30
(Increase) / Decrease in Stock
Opening Stocks
Finished Goods 9,193.09 7,649.94
Traded Goods 4,907.31 5,016.06
Goods in Process 4,099.94 3,524.34
18,200.34 16,190.34
Less : Closing Stocks
Finished Goods 9,718.97 9,193.09
Traded Goods 6,989.54 4,907.31
Goods in Process 3,628.12 4,099.94
20,336.63 18,200.34
Net (Increase) / Decrease in Stock (2,136.29) (2,010.00)
57,097.52 53,484.88

Torrent Pharmaceuticals Limited



(Rs. in lacs)

Year ended Year ended
SCHEDULE 31-Mar-2010 31-Mar-2009
SCHEDULE - 17 : EMPLOYEES COST
[Other than those included in Research and Development
Expenses]
Salaries, Wages and Bonus [includes prior period item Rs. 139.34] 25,794.52 21,106.60
Contribution to Provident and other Funds 4,438.44 2,998.04
Gratuity Cost 279.87 511.37
Welfare Expenses 1,103.17 1,033.77
31,616.00 25,649.78
SCHEDULE - 18 : MANUFACTURING AND OTHER EXPENSES
[Other than those included in Research and Development
Expenses]
Power and Fuel 2,739.92 2,528.90
Stores and Spares Consumed 1,489.64 1,169.84
Labour Charges 1,236.81 989.38
Job Work Charges 712.64 811.51
Laboratory Goods and Testing Expenses 482.32 547.74
Excise Duty 21 [5] 148.57 43.59
Repairs and Maintenance :
Machinery 394.45 225.24
Buildings 199.85 150.46
Others 207.14 185.00
801.44 560.70
Selling, Publicity and Medical Literature Expenses 21,621.67 18,522.37
Commission on Sales 1,143.35 1,025.61
Sales and Turnover Taxes 346.69 187.97
Provision for Doubtful Debts 686.22 1,289.12
Bad Debts Written-off 58.30 28.01
Travelling, Conveyance and Vehicle Expenses 5,087.10 5,246.14
Net Foreign Exchange Loss 21 [17] - 4,119.82
Communication Expenses 990.91 845.57
Printing and Stationery Expenses 233.80 265.66
Rent 1,681.48 1,592.89
Rates and Taxes 62.25 353.32
Registration Expenses 2,814.75 1,174.75
Insurance 444.09 411.20
Loss on Sale / Discard / Write-off of Fixed Assets 88.08 321.11
Provision on Asset held for Sale 141.80 25.57
Auditors Remuneration and Expenses 94.18 68.55
Cost Audit Fees 3.28 2.40
Commission to Non Executive Directors 26.79 18.75
Donation 710.84 217.09
General Charges 4,944.00 4,500.52
48,790.92 46,868.08
SCHEDULE - 19 : NET BORROWING COST
[Other than those included in Research and Development
Expenses]
Expenses
Interest on Fixed Period Loans 2,444.40 2,653.78
Other Borrowing Cost 21 [11] 465.78 1,275.85
2,910.18 3,929.63
Interest Income 1,259.29 2,028.38
1,650.89 1,901.25
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SCHEDULE - 20 : SIGNIFICANT ACCOUNTING POLICIES OF THE GROUP

1.

Basis for Preparation of Financial Statements

The consolidated financial statements have been prepared and presented under the historical cost convention on
accrual basis of accounting and in accordance with the Generally Accepted Accounting Principles (GAAP) in India.
GAAP includes provisions of the Companies Act, 1956, Accounting Standards notified by the Central Government
of India under Section 211 (3C) of the Companies Act, 1956, other pronouncements of Institute of Chartered
Accountants of India and guidelines issued by Securities and Exchange Board of India. Except where otherwise
stated, the accounting principles are consistently applied.

Use of Estimates

The preparation of financial statements in conformity with generally accepted accounting principles requires
management to make assumptions and estimates, which it believes are reasonable under the circumstances that
affect the reported amounts of assets, liabilities and contingent liabilities on the date of financial statements and
the reported amounts of revenue and expenses during the period. Actual results could differ from those estimates.
Difference between the actual results and estimates are recognised in the period in which the results are known or
materialise.

Principles of Consolidation

The consolidated financial statements comprise the financial statements of Torrent Pharmaceuticals Limited and its
wholly owned subsidiaries.

The consolidated financial statements have been combined on a line-by-line basis by adding the book values of like
items of assets, liabilities, income and expenses after eliminating intra-group balances / transactions and resulting
unrealized profits / losses in full. The amounts shown in respect of reserves comprise the amount of the relevant
reserves as per the balance sheet of the parent company and its share in the post-acquisition increase in the relevant
reserves of the consolidated entities.

The excess / shortfall of cost to the parent company of its investment over its portion of equity in the consolidated
entities at the respective dates on which the investment in such entities was made is recognised in the financial
statements as goodwill / capital reserve.

These consolidated financial statements are prepared using uniform accounting policies for like transactions and
other events in similar circumstances. The consolidated financial statements are presented, to the extent possible, in
the same format as that adopted by the parent company for its separate financial statements.

Fixed Assets

(a) Tangible fixed assets are stated at cost of acquisition or construction less accumulated depreciation. The cost of
fixed asset includes non-refundable taxes & levies, freight and other incidental expenses related to the acquisition
and installation of the respective assets. Borrowing cost attributable to acquisition or construction of qualifying
fixed assets are capitalised to respective assets when the time taken to put the assets to use is substantial.

(b) Pre-operative expenditure comprising of revenue expenses incurred in connection with project implementation
during the period up to commencement of commercial production are treated as part of project costs and are
capitalised. Such expenses are capitalised only if the project to which they relate, involve substantial expansion
of capacity or upgradation.

(c) Acquired Product Licenses costs are capitalised. Cost includes direct costs of purchase and expenses directly
attributable to the purchase of Product Licenses.

(d) Certain software costs are capitalised and recognised as intangible assets based on materiality, accounting
prudence and significant economic benefits expected to flow there from for a period longer than one year.

(e) Fixed Assets are reviewed for impairment losses whenever events or changes in circumstances indicate that the
carrying amount may not be recoverable. An impairment loss is then recognised for the amount by which the
carrying amount of the assets exceeds its recoverable amount, which is the higher of an asset’s net selling price
and value in use. For the purposes of assessing impairment, assets are grouped at the lowest levels for which
there are separately identifiable cash flows.

(f) Fixed Assets that have been retired from their active use and held for disposal, are classified as current assets,
and are stated at lower of their cost or net realisable value.

6 Torrent Pharmaceuticals Limited



5.

Depreciation and Amortisation

(a) Depreciation on fixed assets is provided on straight line method on the basis of the depreciation rates prescribed
under the respective domestic laws or based on useful life of the asset as estimated by the management, whichever

is higher.

The management estimates of the useful life of various categories of fixed assets are given below:
Office Buildings 58 years
Factory Buildings 28 years
Plant and Machinery 10 to 20 years
Laboratory Equipments 5 to 20 years
Electrical Equipments 10 to 20 years
Furniture & Fixtures 3 to 10 years
Office Equipments 10 years
Computer Equipments 2 to 5 years
Vehicles 10 years

(b) Cost of leasehold land (except for lease of long tenure) is amortised over the period of the lease. Cost of
lease hold land where lease period is of long tenure and substantial rights of ownership are with lessee, is not
amortised.

(c) The capitalised Software costs are amortised using the straight-line method over estimated useful life of 3 to 5
years, as estimated at the time of capitalisation.

(d) Product Licenses costs are amortised using the straight-line method over estimated useful life of 10 years, as
estimated at the time of capitalisation.

Investments

(a) Long Term Investments are stated at cost. Provision is made to recognise any diminution in value, other than that
of a temporary nature.

(b) Current investments are carried at lower of cost and fair value. Diminution in value is charged to the profit and
loss account.

Cash Flow Statement

The Cash Flow Statement is prepared under the “Indirect Method” as set out in Accounting Standard 3 Cash Flow

Statements issued by the Institute of Chartered Accountants of India.

Inventories

Inventories are valued at the lower of cost and net realisable value. Provision for impairment is made when there is

high uncertainty in salability of an item. Costs of inventories are determined on the following basis :

(a) Cost of raw material and packing material is determined on moving average basis.

(

b)
(c) Cost of finished goods produced is determined on weighted average basis.
(d)

Revenue Recognition

Work in process is determined on weighted average basis.

Cost of finished goods (traded) is determined on moving average basis.

(a) Revenue from sale of goods is recognised when the significant risks and rewards of ownership of goods are
transferred to the customer. Sales are net of discounts, sales tax, value added tax and returns; excise duty and
ICMS collected on sales are shown by way of deduction from sales. Accrual for chargeback, rebates and medicaid
payments are estimated and recorded as reduction from revenue in the year of sales.

(b) Income from services is recognised when the services are rendered or when contracted milestones have been
achieved.

(c) Revenue from arrangements which includes performance of obligations is recognised in the period in which
related performance obligations are completed.

(d) Export entitlements are recognised as income when right to receive credit as per the terms of the scheme is
established in respect of the exports made and where there is no significant uncertainty regarding the ultimate
collection of the relevant export proceeds.

(e) Dividend income is recognised when the right to receive dividend is established.

==

Interest income is recognized using the time-proportion method, based on rates implicit in the transaction.

(g) Revenue in respect of other income is recognised when a reasonable certainty as fo its realisation exists.
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10.

11.

12.

13.

14.

15.

16.

Employees Retirement and Other Benefits

(a) The accruing liability on account of gratuity (retirement benefit in the nature of defined benefits plan), is actuarially
valued every year. The current service cost, inferest cost, expected return on plan assets and the actuarial gain /
loss are expensed to the profit and loss account of the year as Employees Costs.

(b) Contribution in case of defined contribution plans (Provident Fund, Superannuation benefit, Social Security
schemes and other fund / schemes) of the company and certain overseas subsidiaries is charged to profit and
loss account as and when it is incurred as Employee Costs.

(c) Long term compensation plan to employees (being deferred compensation paid 12 months or more after the
end of the period in which it is earned) are expensed out in the period to which the costs relate at present value
of the benefits under the plan.

(d) The liability for compensated absences and leave encashment is provided on the basis of actuary valuation, as
at Balance Sheet date.

Government Grants

(a) Government grants are recognised when there is reasonable assurance that the grant will be received and all
relevant conditions are complied with.

(b) Grants received by way of investment subsidy scheme in relation to total investment are credited to capital reserve
and are treated as part of owners’ fund.

(c) Grants that compensate expenses are recognized on receipt basis and are shown as deduction from the related
expenses for which they are infended to compensate.

Borrowing Costs

Borrowing costs consist of interest and other costs that the Group incurs in connection with the borrowing of funds
and exchange differences arising from foreign currency borrowings to the extent that they are regarded as an
adjustment to interest costs.

Research and Development

Research and Development expenses are charged to revenue. Capital expenditure on research and development
is reported as fixed assets under the relevant head. Depreciation on research and development fixed assets are not
classified as research and development expenses and instead included under depreciation expenses.

Leases

Lease rentals in respect of assets taken on operating lease are charged to the profit and loss account on accrual and
on straight line basis over the lease term.

Accounting for Taxes
(a) Current tax is the aggregation of the tax charge appearing in the group companies.

(b) Deferred Tax resulting from “timing differences” between accounting and taxable profit for the period is accounted
by using tax rates and laws that have been enacted or substantially enacted as at the balance sheet date.
Deferred tax assets are recognised only to the extent there is reasonable certainty that the assets can be realised
in future. Deferred tax assets and liabilities are arrived at after setting off deferred tax assets and liabilities where
the group has a legally enforceable right to set-off assets against liabilities, and where such assets and liabilities
relate to taxes on income levied by the same governing taxation laws.

Foreign Currency Transactions and Balances
(a) Foreign currency transactions are recorded at the exchange rates prevailing on the date of the transaction.

(b) The net gain or loss on account of exchange differences arising on seftlement of foreign currency transactions
are recognised as income or expense of the period in which they arise.

(c) In case of forward contracts, to which AS11, The Effects of Changes in Foreign Exchange Rate applies, the
difference between the forward rate and the exchange rate on the date of the contract is recognised as income
or expense over the life of the contract. Exchange differences on such a contract are recognised in the profit and
loss account in the period in which the exchange rates change. Derivatives not covered under AS11 are marked
to market at balance sheet date and resulting loss, if any, is recognised in the profit and loss account in view
of the principle of prudence as per Announcement on Accounting of Derivatives by The Institute of Chartered

Accountants of India dated 29-Mar-2008.
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(d) Monetary assets and liabilities denominated in foreign currencies as at the balance sheet date are reported
using the rate prevailing as on that date. The resultant exchange differences are recognised in the profit and loss
account. The Group has not exercised the option for capitalisation or amortisation of exchange differences on
long term foreign currency monetary items as provided by notification dated 31-Mar-2009, issued by the Ministry
of Corporate Affairs.

(e) Investments in shares of foreign entities are expressed in reporting currency at the rates of exchange prevailing at
the time when the original investments were made.

17. Translation of Financial Statements of Foreign Subsidiaries

18.

Classification of all foreign subsidiaries is treated as non-integral foreign operations considering the way in which
they are financed and operate in relation to the Parent Company. Consequently, translation of their respective
financial statements is effected as under:

(a) Revenues and expenses are translated at the average annual exchange rates based on the daily closing rates for
the year. Inventories are translated at the average exchange rates based on the daily closing rates for the period
of six months to the date of balance sheet.

(b) All assets and liabilities, both monetary and non-monetary, are translated at the exchange rate prevalent at the
date of the balance sheet.

(c) The resulting net exchange differences are recognised as foreign currency translation reserve as part of
Shareholders’ Funds.

Provisions, Contingent Liabilities and Contingent Assets

Provisions involving substantial degree of estimation in measurement are recognised when there is a present
obligation as a result of past events and it is probable that there will be an outflow of resources. Liabilities which are
of contingent nature are not provided but are disclosed at their estimated amount in the notes forming part of the
accounts. Contingent assets are neither recognised nor disclosed in the financial statements.
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SCHEDULE - 21 : NOTES FORMING PART OF THE CONSOLIDATED FINANCIAL STATEMENTS

1. The consolidated financial statements comprise the financial statements of the parent company, Torrent Pharmaceuticals
Limited (TPL) and the following wholly owned subsidiaries / step-down subsidiaries (together referred to as Group) :

Name of Subsidiary Country of Incorporation
Zao Torrent Pharma Russia
Torrent Do Brasil Ltda Brazil
Torrent Pharma GmbH (TPG) Germany
Torrent Pharma Inc. USA
Torrent Pharma Philippines Inc. Philippines
Heumann Pharma GmbH & Co. Generica KG (Wholly owned subsidiary of TPG) Germany
Laboratorios Torrent, S.A. de C.V. Mexico
Torrent Pharma Japan Co. Ltd Japan
Torrent Australasia Pty Ltd. Australia
Heunet Pharma GmbH (Wholly owned subsidiary of TPG) Germany
Norispharm GmbH (Wholly owned subsidiary of TPG) Germany
Torrent Pharma Canada Inc. Canada
Torrent Pharma (Thailand) Co., Limited Thailand
(Rs.in lacs)
As at As at

31-Mar-2010 31-Mar-2009

2. Estimated amount of unexecuted capital contracts (net of advances) not

provided for 6,340.02 2,381.81

3. Contingent Liabilities not provided for in respect of Claims against the
Group not acknowledged as debts :
Disputed Demand of Income Tax for which appeals have been

preferred 227.66 846.55
Disputed Employee State Insurance Contribution Liability under E.S.I.
Act, 1948 287.54 248.71
Disputed Legal Cases for Supply of Goods and Services 122.90 1.78
Disputed Demand of Excise and Service Tax 30.31 23.80
Disputed Demand of Local Sales Tax and C.S.T 70.56 23.00
Disputed cases at Labour Court / Industrial Court 62.36 -
801.33 1,143.84

4. The components of the deferred tax balance are set out below:

Deferred Tax Liabilities
Excess of depreciation claimed under the income tax law over that

debited to profit and loss account in the earlier years 7,537.49 7,871.94
Unrealised foreign exchange gain 63.40 7711
Deferred Tax Assets

Sundry creditors (616.27) (194.18)
Provision for Employee Benefits (759.68) (586.22)
Provision for Doubtful Debts (543.77) (473.48)
Provision for Doubtful Claim Receivables (47.83) -
Sundry Debtors (9.77) (67.34)
Other Current Assets (27.23) (33.59)
Inventories (230.55) (48.07)
Unrealised foreign exchange loss (26.98) (77.16)
Tax losses of Subsidiaries (349.03) (629.33)
Deferred tax liability, net 4,989.80 5,839.68

The net deferred tax liability of Rs. 4,989.80 lacs (Previous year:
Rs. 5,839.68 lacs) has been presented in the balance sheet as follows :

Deferred tax assets 1,229.28 993.44
Deferred tax liabilities (6,219.08) (6,833.12)
(4,989.80) (5,839.68)

5. Excise Duty / ICMS shown as deduction from Sales represents the amount of excise duty collected on sales. Excise
duty expensed under Schedule-18, "Manufacturing and Other Expenses', represents the difference between excise
duty element in closing stocks and opening stocks, excise duty paid on samples and on inventory write-off which is
not recoverable from sales.
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6. (a) Break-up of Research and Development Expenses included in Profit and Loss Account:
(Rs.in lacs)
2009-10 2008-09
Employees Cost :
Salaries, Wages and Bonus 3,611.92 3,317.01
Contribution to Provident and other Funds 302.11 275.48
Gratuity Cost 79.93 167.72
Welfare Expenses 99.85 80.97
4,093.81 3,841.17
Power and Fuel 471.41 516.73
Stores and Spares Consumed 919.99 824.32
Labour Charges 117.86 106.86
Laboratory Goods and Testing Expenses 2,583.42 3,021.75
Clinical Research Expenses 1,840.83 838.91
Repairs and Maintenance 246.65 157.88
Travelling, Conveyance and Vehicle Expenses 231.28 246.17
Communication Expenses 90.21 77.33
Printing and Stationery Expenses 52.44 47.22
Rent 0.22 9.45
Rates and Taxes 109.35 66.32
Insurance 54.87 29.29
Interest on Fixed Period Loans 28.70 26.41
Government Grant Income (78.52) -
General Charges 1,259.28 1,380.55
12,021.80 11,190.39
(b) The Government grant income represents grant received from the Department of Biotechnology for development
of Advanced Glycosylation End-Product, a New Chemical Entities [NCE] project.
(c) Depreciation, Amortisation and Impairment includes Rs.1,919.90 lacs (previous year Rs. 1,142.90 lacs) pertaining
to Research and Development assets.
7. The Group has revised the estimated useful life of plant & machinery, laboratory equipments, furniture & fixture and

office equipments considering technological obsolescence and wear and tear of such assets. In earlier years, the
depreciation was charged as per the rates prescribed in Schedule XIV of the Companies Act, 1956. The changes

effected to useful life are as under :

Class of Assets

Revised estimated

Derived useful life

useful life as per Schedule XIV
Plant and Machinery 10 to 20 years 20 years
Laboratory Equipments | 5 to 20 years 20 years
Electrical Equipments 10 to 20 years 20 years
Furniture & Fixtures 10 years 15 years
Office Equipments 10 years 20 years

Due to this change :

(i) the depreciation for the current year is higher by Rs. 1,071.15 lacs.
(ii) the net profit for the current year is lower by Rs. 533.30 lacs.

8. MAT credit entitlement asset of Rs. 5,286.32 lacs recognised in earlier years, was written-off during the year based
on amendments made in Income Tax Act, 1961, and other relevant factors, and in terms of the "Guidance Note on
Accounting for Credit Available in respect of MAT under the Income-tax Act, 1961" issued by the Institute of Chartered

Accountants of India.

9. The Basic and Diluted Earnings Per Share [EPS] are :

Net profit for the year

Weighted average number of equity shares

EPS (basic and diluted)

2009-10 2008-09

(a) [Rs. in lacs] 23,119.53 18,436.96
(b) [Nos. in lacs] 846.11 846.11
(@) / (b) [Rs.] 27.32 21.79
[Rs.] 5.00 5.00

Nominal value per equity share
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10. Cash and cash equivalents includes:

(Rs.in lacs)

As at As at
31-Mar-2010 31-Mar-2009
(a) Term Deposit lodged with Banks. 3.05 2.05
(b) Balances with scheduled banks in current accounts for unclaimed
dividend, debenture and debenture interest 46.50 196.31
. Foreign Exchange Gain / Loss included in the net profit for the year : (Rs.in lacs)
2009-10 2008-09
Net Foreign Exchange Gain, included in Sales and Operating Income, as
per Schedule 14 [Previous year: Net Foreign Exchange (Loss) included in
Manufacturing and Other Expenses, as per Schedule 18] 1,206.29 (4,119.82)
Add / (Less) :
(a) Net Foreign Exchange Loss on foreign currency borrowings to the
extent regarded as an adjustment to interest cost, included as Other
Borrowing Cost in Schedule 19. (401.78) (962.18)
(b) MTM Loss on forward exchange contracts to hedge the foreign currency
risk of highly probable forecast transactions accounted in view of the
principle of prudence. 13.24 -
Total Foreign Exchange Gain / (Loss) as per Accounting Standard 11 817.75 (5,082.00)

. Segment reporting

The primary and secondary reportable segments considered are Business Segments and Geographical Segments
respectively. The group operates in a solitary business segment i.e. pharmaceuticals, comprising mainly manufacture
of branded formulations. Accordingly, no further financial information for Business Segments is given.

Reportable Geographical Segments have been identified based on location of customers. Sales are made in various
geographical areas with production based in India. The reportable Geographical Segments and Segment revenue
(external net sales) for the year is as under:

(Rs. in lacs)
2009-10 2008-09
(a) India 91,793.26 78,975.00
(b) Europe 37,081.87 35,826.36
(c) Brazil 30,061.98 25,656.81
(d) Rest of the world 24,355.44 18,193.84
183,292.55 158,652.01

Segment assets are not directly identifiable / properly allocable against each of the above reportable segments.
Fixed assets, forming a substantial portion of the fotal assets of the Group, are interchangeably used between all the
segments and cannot be identified against a specific segment. Significant portion of current assets are interchangeable
between all the segments and not identifiable against any individual segment. Hence no meaningful disclosure of
segment assefs and results is possible.

. Previous year figures have been regrouped wherever necessary so as to make them comparable with those of the

current year

14. The disclosures pertaining to related parties and transactions therewith are set out in the table below :
(Rs. in lacs)
. Enterprises Controlled
Enterprises Holcémgef:?:::ny/ Key Management by Key Management
Particulars controlled by the P v 9 Personnel/Relatives TOTAL
Controlled by the Personnel
Company q of Key Management
Holding Company
Personnel
(A) Nature of Transactions 2009-10| 2008-09| 2009-10{ 2008-09| 2009-10{ 2008-09 2009-10 2008-09| 2009-10| 2008-09
Sale of Finished Goods 33.72 35.54 - - - - 33.72 35.54
Purchase of Material, Consumables etc - 29.37 - - 1.31 1.00 1.31 30.38
Remuneration to Key Management
Personnel 756.35|  592.53 756.35| 592.53
Contribution to Gratuity /
Superannuation Funds 892.38| 771.24 - - 892.38| 77124
Lease Rent Paid - - 2.00 2.00 2.00 2.00
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i @) Enterprises Controlled
Enterprises Enterorises Key Management by Key Management
Particulars controlled by the P Y 9 Personnel/Relatives TOTAL
Controlled by the Personnel
Company o of Key Management
Holding Company P I
ersonne
(A) Nature of Transactions 2009-10{ 2008-09| 2009-10{ 2008-09| 2009-10| 2008-09| 2009-10|  2008-09 2009-10{ 2008-09
Services received - - 526.86 508.90 - - 758.56 754.34| 1,285.42| 1,263.24
Commission & Inferest paid fo carrying
& forwarding agents - - - - - - 92.31 83.61 92.31 83.61
Donation - 400.00 200.00 400.00( 200.00
Inferest Income 0.68 - 0.68 -
Expenses Reimbursement - - (3.20) 8.42 - - 12.93 11.67 9.73 20.09
Purchase of Fixed Assets - - 85.91 16.56 - - - - 85.91 16.56
Deposit Given 45.61 45.61 -
Recovery of Advances written off - - - 4.03 - - - - - 4.03
(B) Balances at the end of the year | 31-Mar-10| 31-Mar-09| 31-Mar-10| 31-Mar-09| 31-Mar-10] 31-Mar-09| 31-Mar-10| 31-Mar-09| 31-Mar-10|31-Mar-09

Advances Recoverable in Cash or Kind 19.60 18.59 1.25 10.12 - - 15.58 - 36.43 28.71
Sundry Creditors - - 0.39 0.39] 300.00{ 200.00 37.16 16.86 337.55| 217.25

Names of related parties and description of relationship :

1 | Enterprises controlled by the | TPL Employee Group Gratuity Trust ,TPL Employee Superannuation Trust
Company

2 | Holding Company / Torrent Private Ltd., Torrent Financiers, Torrent Power Ltd., Torrent Cables Ltd., Gujarat
Enterprises Controlled by the | Lease Financing Lid., Torrent Power Services Pvt. Ltd.Torrent Pipavav Generation
Holding Company Limited, Torrent Energy Ltd,Torrent Power Grid Ltd ,Torrent Power Bhiwandi Ltd,AEC
Cements and Constructions Lid.

Dr. C. Dutt
Whole Time Director

Samir Mehta
Managing Director

3 | Key Management Personnel | Sudhir Mehta
Chairman

4 | Relatives of Key

Management Personnel

Anita Mehta, wife
Shardaben Mehta, mother
Varun Mehta, son

Jinal Mehta, son

Meena Modi, sister
Nayna Shah, sister

Sapna Mehta, wife
Shardaben Mehta, mother
Aman Mehta, son

Shaan Mehta, son

Meena Modi, sister
Nayna Shah, sister

Shobha Dutt, wife
Umang Dutt, son
Uttang Dutt, son

5 | Enterprises Controlled

by Key Management
Personnel / Relatives of Key
Management Personnel

U N Mehta Charitable Trust, D N Modi Charitable Trust, Shardaben Mehta Charitable
Trust, Tsunami Tours & Travels Pvt. Ltd., Torrel Cosmetics Pvt. Ltd., Zeal Pharmachem
India Pvt. Ltd., Diamond Infrastructure Pvt. Ltd., U. N. Mehta Institute of Cardiology &
Research Centre,Dushyant Shah Charitable Trust.

In terms of our report attached

For C.C. CHOKSHI & CO.
Chartered Accountants

Signatures to the Schedule 1 to 21
Sudhir Mehta

Chairman

Gavurav J. Shah
Partner

Samir Mehta
Managing Director

Mahesh Agrawal
VP (Legal) & Company Secretary

Ahmedabad
6" May, 2010

Ahmedabad
6" May, 2010

Note :

The Department of Company Affairs has, for the financial year 2009-10, exempted the Company from the
applicability of the provisions contained in sub-section (1) of Section 212 of the Companies Act, 1956, relating
to the statements to be aftached in respect of subsidiary companies, with the financial statements of the Company.
The Department of Company Affairs has informed whilst granting exemption to put the details of the accounts of
individual subsidiary companies on the company’s web site and provide summarised details of each subsidiary.
Accordingly, the Company has put the details of accounts of individual subsidiary companies on its website
www.torrentpharma.com and the summarised details required are provided herewith.

Shareholders interested in obtaining the statement of Company’s interest in the subsidiaries or stand-alone financial
statements of the subsidiaries may obtain it by writing to the Company Secretary. The annual accounts of subsidiary
companies are available for inspection by any investor at the registered office of the Company.
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TORRENT PHARMACEUTICALS LIMITED
Regd. Office : Torrent House, Off Ashram Road, Ahmedabad — 380 009

FORM OF PROXY

DPID** REGD. FOLIO NO.
CLIENT ID NO. OF SHARES HELD
|/We of in the
district of being a member/members of the above named
company, hereby appoint Shri/Smt. of
in the district of or failing him Shri/Smt. _
of
in the district of as my/our proxy to vote for me/us and

on my/our behalf at the Annual General Meeting of the Company to be held on 30" July, 2010 and at any
adjournment thereof.

Signed this day of 2010
Signature Affix
15 Paise
Revenue
Stamp

** Applicable to the members whose shares are held in dematerialized form.

Notes :
1. A member entitled to attend and vote is entitled to appoint a proxy to attend and vote instead of himself.
2. A proxy need not be a member.

3. The proxy form thus completed should be deposited at the Registered Office of the Company at
Torrent House, Off Ashram Road, Ahmedabad — 380 009 latest by 09.30 a.m. on 28th July, 2010.

TORRENT PHARMACEUTICALS LIMITED
Regd. Office : Torrent House, Off Ashram Road, Ahmedabad — 380 009

ATTENDANCE SLIP

This attendance slip duly filled in is to be handed over at the entrance of the meeting hall.

DPID** REGD. FOLIO NO.
CLIENT ID NO. OF SHARES HELD

Full name of the member attending

Full name of the first joint- holder

(To be filled in if first named joint-holder does not attend the meeting)

Name of Proxy

(To be filled in if Proxy Form has been duly deposited with the Company)

| hereby record my presence at the 37" ANNUAL GENERAL MEETING being held at J. B. Auditorium, Torrent
AMA Center, Ground Floor, Ahmedabad Management Association, Vastrapur, Ahmedabad — 380 015
on Friday, 30" July, 2010 at 09:30 A.M.

Member’s / Proxy’s Signature
(To be signed at the time of handing over of this slip)

** Applicable to the members whose shares are held in dematerialized form.

Note : Persons atftending the Annual General Meeting are requested to bring their copies of Annual Report.
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