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(All figures in  Rs. Million except EPS)

Year ending March 31, 2003 2002 2001 2000 1999

Income Statement Data:
Product sales 18,070 16,409 10,975 7,887 6,504
License fees – 125 – 89 100
Other – 89 – – –

Total revenues 18,070 16,623 10,975 7,976 6,604

Cost of revenues 7,839 6,869 5,736 4,752 4,260

Gross profit 10,231 9,754 5,239 3,225 2,344

as a % of revenues 57 59 48 41 36
Operating Expenses:
Selling, general and administrative expenses 5,020 3,668 2,819 1,708 1,452
Research and development expenses 1,375 742 509 351 264
Amortization expenses 419 488 482 305 219
Foreign exchange (gain)/loss 70 (209) (62) (2) 300

Total operating expenses 6,885 4,688 3,748 2,362 2,235

Operating income 3,346 5,066 1,491 862 109

as a % of revenues 19 31 14 11 2
Equity in loss of affiliate (92) (131) (32) (20) (4)
Other (expense)/income, net 683 154 (387) (302) (185)

Income before income tax and minority interest 3,937 5,090 1,073 541 (80)

Income tax benefit/(expense) (398) (154) (321) (257) (123)
Minority interest (7) (15) (9) (1) 24

Net income/(loss) 3,532 4,921 742 283 (178)

as a % of revenues 20 30 7 4 (3)
Net income/(loss) per equity share

Basic 46.16 64.73 11.74 4.48 (2.82)
Diluted 46.16 64.62 11.74 4.48 (2.82)

Dividend declared per share 5.0 7.4 1.9 1.9 1.6

Balance Sheet Data:
Cash and cash equivalents 7,273 5,109 479 558 419
Working capital 12,024 9,519 795 100 442
Total assets 23,092 18,967 11,883 11,165 9,468
Total long-term debt, excluding current portion 41 47 1,003 1,157 816
Total stockholders’ equity 18,832 15,457 5,241 4,627 4,480

Additional data:
Net cash provided by/(used in):
Operating activities 4,367 4,653 617 633 (121)
Investing activities (1,955) (1,533) (689) (1,379) (974)
Financing activities (153) 1,422 (88) 794 521
Effect of exchange rate changes on cash (95) 89 82 91 654
Expenditure on property, plant and equipment (1,516) (1,090) 489 299 556
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• Total revenues up by 9% to Rs. 18,070 million.

• Fluoxetine capsules 40mg revenues at Rs. 1,896 million as against Rs. 3,664 million in the previous
year, which included one-time marketing exclusivity revenues. Net of Fluoxetine, total revenues
up by 25%.

• Revenues outside India up by 10% to Rs. 11,581 million; contributing 64% to total revenues.

• Revenues in North America at Rs. 5,853 million; contributing 32% to total revenues.

• Revenues in Europe up by 79% to Rs. 1,401 million; driven by the acquisition in UK.

• Revenues in Russia up by 28% to Rs. 1,676 million.

• Gross margins on total revenues at 57%; driven by improved business mix. This compares with
gross margins of 59% in FY02 driven by Fluoxetine one-time marketing exclusivity revenues.

• R&D spends up by 85% to Rs. 1,375 million. R&D spends as a percent to revenues at 7.6%.

• 14 US DMF filings during the year taking the total filings to 40.

• 14 ANDA filings including 10 Para IV certifications.

• Cash and cash equivalents increase to Rs. 7,273 million from Rs. 5,109 million in the previous year

• Recommendation of a dividend @ Rs.5 on each equity share of Rs.5.
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Dr. K. Anji Reddy Executive Chairman
Mr. G.V. Prasad Executive Vice-Chairman and CEO
Mr. Satish Reddy Managing Director and COO
Mr. Anupam Puri Non-executive and independent director
Dr. A. Venkateswarlu Non-executive director
Prof. Krishna G. Palepu Non-executive and independent director
Dr. Omkar Goswami Non-executive and independent director
Mr. P. N. Devarajan Non-executive and independent director
Dr. P. Satyanarayana Rao Non-executive and independent director
Mr. Ravi Bhoothalingam Non-executive and independent director
Dr. V. Mohan Non-executive and independent director
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Standing Below: From Left to Right- Prof. Krishna G. Palepu, Dr. Venkateswarlu, Mr. Ravi Bhoothalingam, Mr. P. N. Devarajan, Dr. K. Anji Reddy
2nd Row: Dr. V. Mohan, Mr. Anupam Puri, Mr. G. V. Prasad, Dr. Omkar Goswami, Dr. P. Satyanarayana Rao, Mr. Satish Reddy.
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Mr. G. V. Prasad (Chairman)
Dr. A. Venkateswarlu
Mr. Satish Reddy
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Dr. K. Anji Reddy (Chairman)
Mr. G. V. Prasad
Mr. Satish Reddy
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When I think about our close to two-

decades-old journey of helping people lead

healthier lives, we have encountered many

challenges, seized many opportunities to put

the Company on a firm footing. We have built

all our businesses through an aggressive mix

of entrepreneurship, innovation and

globalisation.

Starting with bulk actives (APIs) we used

innovation in process development to build a

strong and profitable business. This fiscal, we

are happy to report, the bulk actives business

reported a commendable 21 per cent growth

in revenue over last year.

We then entered the branded finished

dosages business in India. Our efforts in

this business made it possible for us to

bring affordable medicine to the people. The

cost advantage we created by innovation

brought us very close to the hearts of the

doctor community.

The same theme of affordable medicine saw

us extending our branded finished dosages

business to other global markets such as

Russia, UK, and some of the Latin American

and Asian countries, including China. Over a

period of time some of our brands have

become leaders and we have increased our

share in these markets.

Our presence in branded finished dosages

in Russia and UK deserves mention.

The 28 per cent revenue growth in Russia

is a consequence of the equity of our key

brands - Omez, Enam, Ciprolet and

Ketorol. In Europe, the acquisition of BMS

and Meridien UK drove revenues up by 79

per cent.

We started building a base for the US

generics business in 1992. And within ten

years, we already have Fluoxetine to our credit.

In the post-Fluoxetine expiry period there was

widespread speculation that this business

would come under pressure. We are happy to

note that the Generics division has turned in

an excellent performance this fiscal bringing

us closer to the $100 million mark.
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Nor are we resting on our successes. We have

drawn plans to enter the specialty business

segment in the US with our own branded

finished dosage forms. One of them is

amlodipine maleate, another version of Pfizer’s

Norvasc, for which we have filed a paper-NDA

with USFDA. This has been subjected to

litigation in US courts. While we have won

the case in the district court of New Jersey, we

are awaiting a decision from the Federal

Circuit court, where Pfizer appealed against

district court’s decision. And while we await

the court’s decision on amlodipine maleate,

our Specialty Business game plan is well under

way with another paper-NDA filing with

the USFDA.

Even as we were building a strong base for

generic entry in the US, we have taken on

the ultimate pharmaceutical challenge – drug

discovery research while readying ourselves for

the post-2005 era.

When we started our drug discovery

program in 1993, industry pundits viewed it

with skepticism. This ambition, they said,

would not be within the reach of an Indian

company. The challenge was, to prove them

wrong. And in this last decade, we have done

just that.

This November, we will complete ten years

of drug discovery research.  And what an

eventful decade it has been! We now have a

pipeline of seven New Chemical Entities

(NCEs) including two in clinical

development. Three NCEs were out-licensed

to MNCs for upfront and milestone

payments. Of these one has completed

phase-II clinical development and another

went all the way to phase-III clinical

development, before it was withdrawn due to

its side-effect profile.

Our efforts and the progress we made during

the last decade have proved that we are up to

the drug discovery challenge. However, the

bigger challenge is to take a molecule from

our pipeline all the way to the market place

cost-effectively, and also make it available at

an affordable price to the people.

I have great confidence in our army of

chemists and biologists, and am sure we will

bring our own molecule to the market in this

decade – the first decade of 21st century.

When you look at all the activities that we

have undertaken during the last 18 years or

so, you will notice that we have always chosen

the challenging and innovative path to stay

ahead. I know that whatever route is taken,

one does not succeed all the time. But I firmly

believe that walking on the trail of innovation

will lead to creating a great company – a

company that doctors, patients, investors and

the public will admire.

I take this opportunity to assure you that

we will surely and steadily progress on the road

to our vision of becoming a “discovery-led

global pharmaceutical company”.
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The first stop for any pharmaceutical company

seeking to be a global player has to be the US-

the largest, most profitable and most competitive

market in the world. Dr. Reddy's has successfully

entered the US with both Active Pharmaceutical

Ingredients (API) and Generic Formulations.

The turnover from the US market will fuel our

growth in the short-term.

Apart from the US, Dr. Reddy's has a presence

in over 50 countries with Russia, China and

Europe being the other key markets. The strategy

is to sell our product line in new markets.

And, therein lies the challenge  of creating a

global brand.

Our brand equity in India and Russia has

paved the way for recognition in other markets.

We have succeeded in establishing Dr. Reddy's
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