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Shri Jai Priye Prakash, IAS, Department of Pharmaceuticals, Government of India is received by
Ms. Nirja Saraf, Managing Director-KAPL and Dr. Mukesh Kumar, GM(Pharma-Instn)
during his visit to KAPL Factory.

Sr. Officers along with Shri Jawaid Akhtar, IAS, Chariman-KAPL and Principal Secretary,
Health & Family Welfare Department, Government of Karnataka during his visit to KAPL Factory.
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W NOTICE OF THE THIRTY SEVENTH ANNUAL GENERAL MEETING

Notice is hereby given that the Thirty Seventh Annual General Meeting of the Members of the Company will be held as

under:
DAY :  Monday
DATE : 17" September 2018
TIME : 1630 Hours
VENUE : Regd. & Corp Office,

Dr Rajkumar Road, 1" Block
Rajajinagar, Bengaluru-560010

to transact the following business:
A. Ordinary Business
1. To receive, consider and adopt the Directors' Report, Audited Balance Sheet as on 31" March 2018 and the Audited
Profit and Loss Statement for the year ended on that date along with the Auditors' Report thereon.
2. Todeclaredividend.
The route map of the Venue of the meetingis enclosed.

By Order of the Board of Directors

(JAGADEESH C HIREMATH)

Place : Bengaluru Company Secretary and
Date :23.08.2018 General Manager(HR & Admn).
To:

Members
Note:

1. A member entitled to attend and vote, is entitled to appoint a proxy to attend and vote on his behalf, only on a
poll. Such a proxy need not be a member of the Company.

2. As per Section 139(7) of the Companies Act 2013, the Comptroller and Auditor General of India has appointed
M/s. Dagliya & Co. as Statutory Auditors for the year ending 31.03.2019.

AREA ROUTE MAP RAJAJINAGAR | BLOCK
ORION MALL VIVEKANANDA COLLEGE
TOWARDS YESHWANTPUR <4—— DR.RAIKUMARROAD ——Pp TOWARDS NAVRANG/MAIJESTIC/

RAILWAY STATION

 KAPL CORPORATE OFFICE
Nirman Bhavan, Ground Floor & First Floor

VISION MISSION

TO ACHIEVE EXCELLENCE IN THE FIELD OF 1. TOHAVE MANUFACTURING FACILITIES COMPLYING WITH INTERNATIONAL STANDARDS.
MANUFACTURE AND MARKETING OF QUALITY 2. TO STRENGTH THE MARKETING EFFORTS TO ACHIEVE 15% GROWTH IN EXPORTS AND PRIVATE

DRUGS AND HEALTH CARE PRODUCTS AT TRADE MARKET EVERY YEAR.
AFFORDABLE PRICES FORALL 3. TO CONTINUOUSLY IMPROVE THE QUALITY OF PRODUCTS AND SERVICES TO ENHANCE
CUSTOMER SATISFACTION.
4. TO DEVELOP HIGHLY MOTIVATED MULTI SKILLED HUMAN RESOURCES TO INCREASE
PRODUCTIVITY AND EFFICIENCY.
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[;{&‘D CHAIRMAN'S STATEMENT

SPEECH DELIVERED BY CHAIRMAN, AT THE 37" ANNUAL
GENERAL MEETING OF THE COMPANY HELD AT
BENGALURU ON 17" SEPTEMBER 2018.

1. On behalf of the Board of Directors and on my
personal behalf, | take pleasure in extending a warm
welcome to each one of you to the Annual General
Meeting of your company.

2. The performance of your Company in Financial Year
2017-18 is Rs. 353.83 Cr less as compared to last year.
The Directors’ Report and accounts of the company for
the year ended 31" March 2018 have already been
provided to all the share-holders, and with permission
of all present here, | shall consider them as read.

RESERVES & SURPLUS (Rs. in Lakhs)

15628

2014-15 2015-16 2016-17 2017-18

3. MACRO ECONOMIC SETTING

During the year 2017-18, the Indian Economy
witnessed GDP growth of 6.5% as compared to last
year 7.1%. The Industrial Sector grew by 5.8% and the
service sector grew by 8.3%.

4. OPERATIONALPERFORMANCE

Your Company achieved production value of
Rs. 36,682 lakhs (previous year Rs.40,551 lakhs). The
Company achieved sales turnover of Rs 35,383 lakhs
(previous year Rs. 38,627 lakhs).

Non-Officers attending Training Programme
at Factory Training Centre

Non-Officers attending Training Programme
at Factory Training Centre
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5. FINANCIAL RESULTS

Your Company has achieved a Profit Before Tax of
Rs. 2,322 lakhs (previous year Rs. 4,707 lakhs) And
Profit After Tax of Rs. 1,455 lakhs (previous year
Rs. 3,033 lakhs). The Book Value per share (Face Value
of Rs.100/-) is Rs. 1,258/- (previous year Rs. 1,172/-).
The Earning per share is Rs. 108/- on a Face Value of
Rs 100/-

NET WORTH (Rs. in Lakhs)

16977

2014-15 2015-16 2016-17 2017-18

6. DIVIDEND

As you are aware KAPL is the only Pharmaceutical
Company in the Central Drug Sector to consistently
declare dividend for the past 28 years. For the year
2017-18, Directors have recommended a dividend of
20% as compared to 18% last year.

(:)




7. CORPORATE SOCIAL RESPONSIBILITY

Corporate Social Responsibility (CSR) is an integral part of
Corporate Business Strategy of the Company. Medical
Health Check up Camps were conducted for the benefit
of General Public.

8. CORPORATE GOVERNANCE:

The company has been maintaining the highest
standards of Corporate Governance. Company has been
adhering to the corporate governance guidelines issued
by the Department of Public Enterprises, Government of
India.

EXPORT TURNOVER

(Rs. in Lakhs)

2014-15 2015-16 2016-17 2017-18

9. ACKNOWLEDGEMENT

9.1 At the outset, | place on record my sincere thanks to
various departments of Govt. of India, Government
of Karnataka and other State Governments for the
constant support, guidance and counsel.

Hindi Pakhwada Celebration on
14th September 2017 at Corporate Office

(¢)

[P  cHAIRMAN'S STATEMENT (Contd.)

3
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ey dey OF moy 2015-16
STATE EXPORT EXCELLENCE AWARD
2015-16 [

Product Colegory

Is Limited

KAPL has been awarded State Export Excellence Award

by Govt. of Karnataka for the year 2015-16. |

9.2 My deep gratitude is due to your valued customers
for their trust in the Company.

9.3 On behalf of the Board as well as my Personal behalf,
| thank all the employees and the management for
having helped the company to reach the results.

9.4 | am grateful for the immense contribution made by
your Auditors and the Legal Advisors.

9.5 | am failing in my duty if | do not thank the Directors
on the Board for their invaluable support and
contribution in steering the company to achieve
glorious performance.

10. Inow commend the Balance Sheet as on 31.03.2018,
Profit and Loss Statement for the year ended on that
date and the Directors’ Report for the adoption.

Place : Bengaluru

Date : 17.09.2018 Chairman

VALUE OF PRODUCTION (Rs. in Lakhs)

36682
34201

2014-15 2015-16 2016-17 2017-18
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DIRECTOR'S REPORT

DIRECTOR'S REPORT

To
The Shareholders
Karnataka Antibiotics and Pharmaceuticals Limited

Ladies/Gentlemen,

We are delighted to present our Report on behalf of the
Board, on the business and operations of the Company for
the year ended 31" March 2018.

1. HIGHLIGHTS

The performance highlights of your Company are
furnished in the Table - I:

Table |
| PERFORMANCE HIGHLIGHTS (Rs. in Lakhs)
S pics | 215 [ 2006 [ 0
. | Production* 34201 40551 36682
2. | Sales 32692 38627 35383
3. | Exports (included 3397 2272 2397
in Sl. No.2 above)
4. | Profit before Tax 3019 4707 2322
S. | Profit after Tax 1951 3033 1455
6. | Reserves and Surplus 11432 14465 15628
7. | Paid up Share Capital 1349 | 1349 1349
| 8.| Dividend (%) 15 18 20
9. | Earning per Share (Rs.)
(Face value Rs. 100/-) 145 225 | 108
10. | Book value of the
Share (Rs.)
(Face value Rs. 100/-) 947 1172 1258

k"includes the value of Contract manufacturing

2. SHARE CAPITAL

The authorized capital is Rs. 1500 lakhs and paid up capital
continues to be Rs. 1349 lakhs.

3. FINANCE

Your Company has been sanctioned Rs. 800 lakhs towards
term loan for Cephalosporin Project by Vijaya Bank and as
on 31.03.2018 out of which Rs. 678 lakhs has been paid and
outstanding is Rs. 122 lakhs. In addition, Company has also
been sanctioned Rs. 1500 lakhs towards term loan for Oral
Solid Dosage (New NP) Project by VijayaBank out of which
Rs.1300lakhs hasbeendrawnason 31.03.2018.

As on 31.03.2018, the borrowing from Banks for working
capital requirements was Rs. 66 lakhs. (Previous year

) KARNATAKA ANTIBIOTICS AND PHARMACEUTICALS LTD. ¢

Rs. 310 Lakhs). Theinterest burden for the year was at
Rs. 19 lakhs (previous year Rs. 12 lakhs).

4. PRODUCTION

Your Company achieved the production value of Rs. 36682
lakhs (previous year Rs. 40551 lakhs). The annual

Kannada Rajyotsava Celebration at
Factory on 1st November, 2017

production value per factory employee per annum was
Rs. 176 lakhs (previous year Rs 194 lakhs).

5. CAPACITY UTILISATION

The details of capacity utilization, for the last three years
are furnished in Table—II.

Table Il

CAPACITY UTILISATION (in %)

Sl. : 2015- | 2016- | 2017-
| No. Particulars 2016 | 2017 | 2018

1. | Liquid Parenterals 121 96 129
2. | Vials 89 83 91

3. | Tablets 157 188 175

4. | Capsules 223 213 165

SALES TURNOVER (Rs. in Lakhs)

38627

32692 36383

24724

2014-15 2016-17

2015-16 2017-18

()




W DIRECTOR'S REPORT (Contd.)

CONTRIBUTION TO EXCHEQUER (Rs. in Lakhs)

6269

2014-15

2015-16 2016-17 2017-18

6. SALESTURNOVER

Company achieved a sales turnover of Rs. 35383 Lakhs —
as against Rs. 38627 lakhs achieved during 2016-17. For
the financial year 2018-19 Company has proposed
Rs.42500 Lakhs turnover. Company has installed
Dedicated facilities for Ayurvedic products at Dharwad.
Government of India has reserved manufacture of
Oxytocin Formulation for domestic use exclusively by
Public Sector Undertaking or Companies. With this, the
company will be able to achieve proposed turnover of
Rs.42500 Lakhs.

With respect to the performance in Branded and Generic
segments, the sales under the Brand “Grenil” achieved
Rs.1215 lakhs compared to previous year Rs. 1468 lakhs.
Sales Turnover of Cyfolac group achieved Rs. 482 lakhs as
against Rs. 485 lakhs in the previous year. The sales of
“Remcc” brands achieved sales of Rs.310 lakhs compared
to sales of Rs. 334 lakhs in the previous year. Sales
turnover of “Verclav” has touched to Rs.255 lakhs as
against 204 lakhs. Sales turnover of Zinfe Group has
touched to Rs.176 lakhs as against Rs. 180 lakhs and Pop-e
touched 198 lakhs as against Rs. 209 lakhs. Agrovet
Products K-Cycline has achieved Rs. 382 lakhs. Kalvimin
has achieved turnover of Rs. 372 lakhs compared to sales
of Rs. 264 lakhs in the previous year and K Live has
achieved Rs. 246 lakhs as against Rs. 227 lakhs in the
previous year. Turnover of Cetriax, K-Cythrin, Cal-K,
K-Flox, Gentabiotics and Pensbiotic has exceeded Rs. 100
lakhs each.

The comparative figures of sales turnover are

furnishedinthe Table—IIl.

(:)

Table Il

SALES TURNOVER (Rs. in lakhs)
g s | B[ mel wy
1 | Liquid Parenterals 3257 2671 | 3294
2 | Liquid Orals and
~ | Dry Syrup 626 979 | 1065
3| Vials B 8885 | 8652 | 8731
4 | Tablets 9407 | 11890 | 11488
5 | Capsules 3320 | 3536 | 3027
6 | Others B 7197 | 10899 | 7778

Total 32692 | 38627 | 35383

7. NEW PRODUCTS
The Company introduced the following products:

|. Pharma:
» RemCC FC Syrup (Cough and Cold Syrup)
= Remcc Plus tablets (Cough and cold tablet)
* Inj. Verpenem 1 gram
e Inj. CefparSB 1.5g
* Pop-e Syrup

Il. Agrovet:
* Cetriax-Tazo 4.5gm
* Cal K Plus DS 1Lit, 5 Lit & 20 Lit
* Kalvimin Gold 10kg & 24 kg

8. EXPORTS

Your Company achieved an export turnover of Rs. 2397
lakhs. Exports were made to 17 countries such as
Malaysia, Phillippines, Uganda, Sri Lanka, Russia,
Kazakistan, Zimbabwe, Sudan, Namibia, Guatemala,
Thailand, Vietnam, Bhutan, Botswana, Cambodia, Ethiopia
and Yemen and Company has planned to export the
medicines to additional Countries, such as Tanzania,
Rwanda, Uzbekistan, and Nepal.

e

‘ KAPL Employees are partiéipating in ‘Tug of War'
during picnic to Devarayana Durga
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9. FINANCIAL RESULTS
The summarized financial results for the year 2017-18 are
furnished below in Table — IV:
Table IV
FINANCIAL RESULTS (Rs. in lakhs)
. 2015- 2016- 2017-
GG i 2016 | 2017 | 2018
Profit before interest, 1
depreciation and tax 3373 5137 2854
Less : Interest expenses 15 29 55
Cash Profit 3358 5108 2799
s ———— = 11. DIVIDEND
Less : Depreciation 339 401 477
——————— Your Company has been declaring dividend for the last
Profit before tax 3019 4707 2322 i ] )
P~ — 5 s 86; 28 years. For the financial year 2017-18, your Directors
B8, SRl loR ioy takaton sl il L have pleasure in recommending a dividend @ 20% on
Profit after tax and : ;
adjustment 1951 3033 1455 the Paid up Capital of Company.

. . . . . 12, RESERVES & SURPLUS
10. The key ratios achieved during the year are furnished in .
Your Directors propose to transfer Rs. 1000 lakhs to

the Table—-V.
Table V the General Reserves. You will be glad to note that the

‘KEY e — cumulative reserves and surplus as on 31.03.2018
S — — were Rs.15628 lakhs. The reserves and surplus were

Particulars ggig %gig ggg 12 times of the paid up equity capital of Rs. 1349
Earnin}; per Share-Rs. B lakhs. As on 31.03.2018, the net worth of your
(face value Rs 100/-) 145 225 108 Company stood at Rs.16977 lakhs.
Book val hare — Rs.
(face val:: IsseI:,L(s)O/—;a 947 | 1172 1258 1. INVENEORTELAND DEBYEEE
mgross — —] The value of total inventories consisting of
Fixed assets (%) 777 477 323 raw materials, Work in Progress and Finished Goods
m; cost to were Rs. 5141 lakhs which worked out to 14.52%
turnover (%) 014 0.18 0.22 (previous year 13.86%) of sales turnover. As on

== 31.03.2018, debtors were Rs. 10324 lakhs which was
equivalent to 106 days of sales.

14. PERFORMANCE AGAINST MEMORANDUM OF
UNDERSTANDING
The Company signs a Memorandum of Understanding
(MoU) every year. The MoU for 2018-19 is already
signed as per Government of India directions.

15. CONTRIBUTION TO PUBLIC EXCHEQUER

Your Company has contributed asum ofRs. 6269 lakhs
(previous year Rs. 5022 lakhs) to the exchequer of

Officers and Non-officers during Central and State Governments by way of Income Tax,
Swachh Bharat Phakhwada 2018 at KAPL Factory Customs Duty, GST etc.

» KARNATAKA ANTIBIOTICS AND PHARMACEUTICALS LTD. ¢ ( 9 )




[P pIreCTOR'S REPORT (Contd.)

16. ENCOURAGEMENT TO MICRO, SMALL ENTERPRISES

Government of India vide Order No. S.0.581(6) dated
23.03.2012 has notified a new Public Procurement
Policy for Micro and Small Enterprises. As per the
Order, minimum 20% of total annual purchases has to
be procured from MSEs including reservation of 20%
to units owned by Scheduled Caste /Scheduled Tribe
Entrepreneurs. Your Company has procured goods
from Micro, Small Enterprises during 2017-18 to the
extent of Rs. 1851 lakhs.

17. FOREIGN TRAVEL

During the year 2017-18, one employee was deputed
abroad for business purposes. The expenditure
incurred in this connection by the Company was
Rs.2.32 lakhs.

19. HUMAN RESOURCES

The total manpower of the Company as on 31.03.2018
was 717 Nos. consisting of 241 Officers and 476 Non
Officers as against 731 Nos. consisting of 244 Officers
and 487 Non-Officers as on 31.03.2017.

20. HUMAN RESOURCE DEVELOPMENT

Employees are most valuable tangible assets of the
Company. We have created a favourable work
environment. Investing in people's competencies for
the business requirements of tomorrow is very much
important. In order to keep pace with the latest

changing scenario, and the need to update the
knowledge and skills of human resources to stay
ahead and emerge as a successful organization, the
Company has taken various initiatives.

Guest of Honour : Left to Right :
Shri Veerabhadra Channamalla Mahaswamigalu,
Shri K.M. Prasad, then MD, KAPL Shri D.S. Veeraiah,
MLC and Patron - KAP SC/ST Welfare Association and
Shri Mu. Ragulakumar, President of
KAP SC/ST Welfare Association during the

126th Birth Anniversary Celebration

(v)

21.

21

22.

23.

The Company continues to organize the training
programmes both in house as well as through
Institutes / Consultants enabling the employees to
interact with other Professionals and to acquire better
capabilities and skills.

During 2017-18, training was provided to the extent of
455 mandays. The expenditure incurred for Training
and Development during the year amounted to Rs. 9
lakhs.

REPRESENTATION OF SC & ST CANDIDATES
The strength of employees belonging to SC/ST

category, as on 31.03.2018 was 108 Nos. (previous
year 117 Nos.)

A. REPRESENTATION OF MINORITIES AND PERSONS
WITH DISABILITY

The strength of employees belonging to Minorities
category as on 31.03.2018 was 40 Nos. (previous year
45 Nos.).

The strength of employees belonging to persons with
Disability category as on 31.03.2018 is 5 Nos.
(previous year 5 Nos.)

HUMAN RELATIONS:

During the year under review, the industrial relation
scenario in the Company was peaceful, cordial and
healthy.

EMPLOYEE WELFARE

The Company continues various welfare facilities to
its employees. The expenditure on the provision of
welfare and other amenities during the vyear
amounted to Rs. 688 lakhs (Rs. 710 lakhs during
2016-17).

MANPOWER (Numbers)

ale)

2014-15 2015-16 2016-17 2017-18
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24.

25.

26.

27.

DISCLOSURE UNDER SEXUAL HARASSMENT OF
WOMEN AT WORK PLACE (PREVENTION, PROHIBI-
TION AND REDRESSAL) ACT 2013

The Company has in place an Anti Sexual Harassment
Policy in line with requirements of The Sexual
Harassment of Women at the Workplace (Prevention,
Prohibition & Redressal) Act, 2013. Internal
Complaints Committee (ICC) has been set up to
redress complaints received regarding sexual
harassment. All employees (permanent, contractual,
temporary, trainees) are covered under this policy.
The following is a summary of sexual harassment
complaints received and disposed off during financial
year.

No. of complaints received : Nil

No. of complaints disposed off : NA

EXTRACT OF ANNUAL RETURN

The extract of Annual Returnis enclosed at Annexure-
A (Format No. MGT-9).

BOARD MEETINGS

During the year 2017-18, four Board Meetings were
held on 29.06.2017, 07.09.2017, 29.12.2017 and
28.03.2018.

APPOINTMENT OF DIRECTORS

Appointment of Directors is notified by Government
of India as per provisions of Memorandum and
Articles of Association of Company. There is only one
Functional Director i.e. Managing Director and all
others are Non-Executive Directors (Nominees of
Government). The remuneration payable to
Managing Director is fixed by Government of India as
per the norms.

» KARNATAKA ANTIBIOTICS AND PHARMACEUTICALS LTD. ¢

28.

29.

30.

RISK MANAGEMENT POLICY:

Company has a Risk Management Policy. The risks
are identified and mitigation plan for the risks are
also drawn and action is taken.

PARTICULARS OF EMPLOYEES PURSUANT TO
SECTION 134 (3) OF THE COMPANIES ACT, 2013.
The particulars of employees to be furnished as
per Section 134(3) of the Companies Act, 2013, read
with the Companies (Appointment and Remunera-
tion of Managerial Personnel) Rules, 2014 are Nil.

RESPONSIBILITY STATEMENT OF BOARD OF
DIRECTORS

To the best of their knowledge and belief
and according to the information and explanations
obtained by them from respective HODs and
auditors, your Directors make the following
statement in terms of Section 134(3) (c) of the
Companies Act, 2013 :

30.1 That in the preparation of the annual accounts,

the applicable accounting standards have been
followed along with proper explanation relating to
material departures.

30.2 That such accounting polices have been selected

and applied consistently and made judgements and
estimates that are reasonable and prudent so as to
give a true and fair view of the state of affairs of the
Company at the end of the financial year ended
31" March 2018 and of the profit of the Company
for that period.

Shri Jawaid Akhtar, IAS, Chairman - KAPL
and Principal Secretary, HFW, Govt. of Karnataka ’
during his visit to KAPL Plant |
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d) Bringing awareness programme in factory for
less usage of plastic materials.

e) Training programme on Environment and its
importance are conducted to all employees at
Factory Training Centre.

34. FIXED DEPOSITS
Your Company has not accepted any fixed deposits
from the Public and, as such, no amount of principal
or interest was outstanding as of the Balance Sheet
date.

; v/

Ms. Nirja Saraf, MD, KAPL delivering a speech on the
closing day celebration of HINDI PAKHWADA on 14.09.2018 35. ENTERTAINMENT AND PUBLICITY

During the year under review, the Company has
incurred Rs. 12 lakhs on entertainment and Rs. 6
lakhs on advertisement and publicity.

30.3 That proper and sufficient care is taken for the
maintenance of adequate accounting records in
accordance with the provisions of the Companies
Act, 2013, or safe_guardmg the assets of the Company 36. CHANGES IN THE BOARD
and for preventing and detecting fraud and other

irregularities. 36.1 The I?Toard we.Icomed the appointment of the
following new Directors on the Board.

30.4 That the annual accounts for the year ended 31"

March 2018 have been prepared on a going concern SI.No. Name wef
basis. 01 | Shri Ajay Seth, IAS 20.11.2017
30.5 That the Company had laid down internal 02 |Ms. Nirja Saraf 01.02.2018
financial controls to be followed by the Company 03 | Shri N Jayaram, IAS 20.11.2017
and that such internal financial controls are 04 |Shri BT Khanapure 20.11.2017

adequate and were operating effectively.

30.6 That proper systems are devised to ensure !
compliance with the provisions of all applicable
laws and that such systems were adequate and
operating effectively.

31. In terms of Notification No: GSR/E) dated
05.06.2013, issued by Ministry of Corporate Affairs,
the Government Companies are exempted from the
provisions of Section 164(2) of the Companies Act,
2013.

32. SAFETY
Thisis to inform you that there were no fatal
accidents during the year. The Company continues
its focus on safety in operation. Employees have
been provided with safety gadgets.

33. ENVIRONMENT PROTECTION AND SUSTAINABILITY
MEASURES
The following steps have been taken for the
environment protection and sustainability.
a) Dharwad Plant : 100 Saplings are planted.
b)  Ayush Medicinal Farm : 50 Saplings are planted

c) Disposal of Hazardous waste for which seen during Independence Day Celebration at Factory
authorized Incinerators are identified who are
approved by KSPCB.

( 12 ) » KARNATAKA ANTIBIOTICS AND PHARMACEUTICALS LTD. ¢
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36.2. The following ceased to be Director on the Board with
effect from date shown against the name:

SI.No. Name \ wef
01. | Dr. Shalini Rajneesh, IAS < 20.11.2017

02. | Shri K M Prasad 31.01.2018

The Board placed on record its deep apprecia-
tion of the services rendered by the above outgoing
Chairperson and Managing Director during the
tenure on the Board.

37. CONSERVATION OF ENERGY, TECHNOLOGY ABSORP-
TION, FOREIGN EXCHANGE EARNINGS AND
OUTGO:

The particulars, as prescribed under Sub-Section
3(m) of Section 134 of the Companies Act, 2013 read
with the Companies (Accounts) Rules 2014, are set
out inthe Annexure—B included in this report.

38. RELATED PARTY TRANSACTIONS

The information of particulars of contracts or
arrangements with related parties referred to in sub
section (i) of Section 188 inthe Form AOC-2 is nil.

39. KEYMANAGERIALPERSONNEL (KMP)

Company has appointed Key Managerial Personnel as
per the provisions of the Companies Act, 2013. In
addition to Managing Director, Company Secretary
and General Manager (Finance) are appointed as Key
Managerial Personnel.

40. ENERGY CONSERVATION MEASURES:
Following steps have been taken in this direction:

Bengaluru Plant:

a) Complete Light Fitting at OSD Plantare LED
b) 10 Nosof LED is used at Near Canteen Shelter
c) Planningtoreplace CFLstreet lights to LED.

41. ANNUALGENERAL MEETING

The 36" Annual General Meeting of the Company
was held on07.09.2017.

42. OFFICIALLANGUAGE

During the year under review, efforts were made for
effective and successful implementation of the
Official Language Policy of the Government.
Workshops, essay writing competitions were held.

» KARNATAKA ANTIBIOTICS AND PHARMACEUTICALS LTD. ¢
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Visit of Shri Jai Priye Prakash, IAS, Secretary
Department of Phamaceuticals to Factory.

43,

44,

45.

46.

Forms and Circulars, Notices have been made
bilingual. Annual Report of the Company for
2016-17 has been printed in Hindi also.

CORPORATE SOCIAL RESPONSIBILITY &
SUSTAINABLE DEVELOPMENT:

Corporate Social Responsibility (CSR) isanintegral
part of the Company's business strategy. As a
responsible corporate citizen, we take charge of our
social and environmental footprint. The Board of
Directors have approved CSR Policy to the Company.
Board's CSR Committee has also been constituted
under Charimanship of Managing Director, KAPL,
Drugs Controller of Karnataka and Managing Director,
KSIIDC are other members.

VISIT OF DIGNITARIES

Following dignitaries visited Company during the

year

a) Dr.GN Singh, Drugs Control General of India on
15" February 2018.

b)  Shri Jai Priye Prakash, IAS, Secretary, Depart-
ment of Pharmaceuticals, Government of India,
New Delhi on 22™March 2018.

AUDITORS

The Comptroller Auditor General of India, appointed
M/s. Dagliya & Co., Chartered Accountants, as
Statutory Auditors for auditing the accounts of the
Company forthe year2017-18.

COSTAUDITOR

M/s. N.S and Associates were appointed as Cost
Auditor for 2017-18. The Cost Audit Reportin respect

(=)




[P DIRecTOR'S REPORT (Contd.)

47.

48.

49,

50.
50.1

()

of Cost Accounts of the formulations of the
Company for the year ended 31.03.2018 will be
filed to Govt. of India in due course.

SECRETARIALAUDITOR

Company has appointed Shri K N Nagesha Rao,
Company Secretary in Practice as Secretarial Auditor
for the year 2017-18. The Secretarial Audit Report is
appended.

COMMENTS ON THE ACCOUNTS BY THE
COMPTROLLER AND AUDITOR GENERAL OF INDIA

Comments under Section 143(6) of the Companies
Act, 2013, of the Comptroller and Auditor General of
India on the accounts of the Company, for the
year ended 31.03.2018 is appended.

COMPUTERIZATION ACTIVITIES:

During 2017-18, the following activities were
undertaken;

a) Software changes incorporated to meet GST
Requirement.

b) Software enhanced to meet Digital Payment to
the suppliers.

c)  Online Reporting System introduced for Pharma
Trade Field Force.

d) Dharwad Unitcomputerized.

e) Seamless Wireless connectivity implemented at
Corporate Office.

f)  Exporttransactions computerized.

ACKNOWLEDGEMENTS

Your Directors place on record their gratitude to
Government of India, particularly Department of

50.2

50.3

Pharmaceuticals and other Departments of
Government of Indiaand Government of Karnataka,
particularly Health and Family Welfare Department
including Drugs Controller, Commissioner of Health
& Family Welfare Services, Addl Director, Karnataka
State Drug Logistics & Warehousing Society,
Karnataka State Industrial and Infrastructure
Development Corporation Limited for their active
support and co-operation.

The Board is grateful to the Comptroller and Auditor
General of India and Director General of Commercial
Audit and Ex-Officio Member Audit Board,
M/s. Dagliya & Co., Chartered Accountants, the
Statutory Auditors, M/s. MSSV & Co., the Internal
Auditors, M/s. N. S. and Associates, Cost Auditor,
Shri K N Nagesha Rao, Secretarial Auditor, Central as
well as Karnataka Pollution Control Boards & others.

The Board extends thanks to M/s Vijaya Bank, State
Bank of India, ICICI Bank Ltd., and Corporation Bank
fortheir support.

50.4 The Directors are thankful to the valued customers

50.5

and suppliers in India and outside India for their
support and confidence. We look forward to the
continued supportin future.

Your Directors place on record its appreciation for
the dedicated work put forth by the employees at all
levels without which the results arrived would not
have been possible.

FOR AND ON BEHALF OF BOARD OF DIRECTORS

Place :
:17.09.2018

Date

Jitendra Trivedi
Director

Nirja Saraf

Managing Director

Bengaluru
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THE COMPANIES (MANAGEMENT & ADMINISTRATION) RULES, 2014

FORM NO. MGT-9
EXTRACT OF ANNUAL RETURN

As on the financial year ended on 31* March 2018
[Pursuant to Section 92(3) of the Companies Act, 2013 and rule 12(1) of the
Companies (Management and Administration) Rules, 2014 ]

I REGISTRATION AND OTHER DETAILS:

(i) CIN : U24231KA1981G0I004145
(i) Registration Date : 13.03.1981
(iii) Name of the Company . Karnataka Antibiotics & Pharmaceuticals Ltd
(iv) Category/Sub-Category of the Company : Pharmaceutical
(v) Address of the Registered Office :  Nirman Bhavan, Dr. Rajkumar Road,
and Contact details Rajajinagar 1st Block, Bangalore — 560 010
(vi) Whether listed Company Yes/No : No
(vii) Name, Address and Contact details of
Registrar and Transfer Agent, if any : NIL

Il. PRINCIPAL BUSINESS ACTIVITIES OF THE COMPANY:

All the business activities contributing 10% or more of the total turnover of the Company shall be stated:

SI.No. Name and Description of NIC code of the Product/Service % to total turnover of the Company
main products/Services
1 ‘ Pharmaceuticals 210 99%

lll.  PARTICULARS OF HOLDING, SUBSIDIARY AND ASSOCIATE COMPANIES - NIL

SI.No. | Name and address of the Company CIN/GLN Holdi/r;g/Suvbiidiary/ % of shares held |Applicable Section
ssociate

1

2

» KARNATAKA ANTIBIOTICS AND PHARMACEUTICALS LTD. ¢ ( 15 )
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ANNEXURE-1 TO DIRECTOR'S REPORT (contd.)

FORM MGT-9 COMPANIES (MANAGEMENT & ADMINISTRATION) RULES, 2014

IV. SHARE HOLDING PATTERN (Equity Share Capital Breakup as percentage of Total Equity)
(i) Category-wise Share Holding

Category of
Share Holders

No. of Shares held at the
beginning of the year

Demat

Physical

Total

a)
b)
c)
d)
e)
f)

)
a)
b)

c)
d)
e)

a)
b)
c)
d)
e)

f)

g)
h)

i)

A. Promoters
(1) Indian

Individual / HUF
Central Govt.
State Govt.(s)
Bodies Corp.
Banks/Fl

Any other

Sub Total (A)(1):

Foreign

NRIs Individuals

Others
Individuals

Bodies Corp.
Banks/Fl
Any Other....

Sub Total (A)(2) :

Total Shareholding
of Promoter

(A) = (A)(1) +(A)(2)
Public Shareholding
1. Institutions

Mutual Funds
Banks/FI
Central Govt
State Govt(s)

Venture
Capital Funds

Insurance
Companies

Flls

Foreign Venture
Capital Funds

Others (specify)

Sub-Total (B)(1) :

798180
550820

13,49,000

13,49,000

798180
550820

1349000

1349000

% of
total
Share

59.17

40.83 |

100

100

Demat

No. of Shares held at
the end of the year

7 % of |
Physical Total total
Share
798180 798180 | 59.17
550820 550820 | 40.83
1349000 | 1349000 100
1349000 | 1349000 100

()
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% change
during
the year

Nil
Nil

Nil

Nil
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Category of
Share Holders

No. of Shares held at the
beginning of the year

No. of Shares held at
the end of the year

Demat

Physical Total

% of
total
Share

Demat

Physical Total

% of
total
Share

% change
during
the year

2. Non-Institutions

a) Bodies Corp.

i) Indian
ii) Overseas

b) Individuals

i) Individual
Shareholders
Holding
nominal share
capital upto
Rs. 1 lakh

Individual
Shareholders
holding
nominal
share capital
in excess of
Rs. 1 lakh

c) Others (specify)
Sub-Total (B)(2) :

Category of
Share Holders

(MANAGEMENT & ADMINISTRATION) RULES, 2014

Demat

FORM MGT-9 COMPANIES

No. of Shares held at the
beginning of the year

No. of Shares held at
the end of the year

Physical Total

% of
total
Share

Demat

Physical Total

% of
total
Share

% change
during
the year

Total Public
Shareholding
(B)=(B)(1) + (B)(2)

C. Shares held by
Custodian for
GDRs & ADRs

Grand Total (A+B+C)

1349000 | 1349000 |

100

1349000 | 1349000

100

» KARNATAKA ANTIBIOTICS AND PHARMACEUTICALS LTD. ¢
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w ANNEXURE-1 TO DIRECTOR'S REPORT (contd.)

(ii) Shareholding of Promoters

Shareholding at the beginning of the year Shareholding at the end of the year
7 i % f h es | % cha ge |
- Shareholders Name % of total | % of shares % of total | 0 ShES | CTAN8E
No. pledged/ in share
No.of | shares of pledged/ No. of shares of )
encumbered| holding
Shares the encumbered | Shares the ;
TR N—— B to total during the
pany 0 PR pany shares year
i President of India 798180 59.17 Nil 798180 59.17 - Nil
2 KSIIDC 550820 40.83 Nil 550820 40.83 - Nil

(iii) Change in Promoters’ Shareholding (please specify, if there is no change) : N.A.

Shareholding at the beginning Cumulative shareholding during

) of the year the year
Sl. No. of % of total shares No. of % of total shares
No. Shares of the Company Shares of the Company
At the beginning of the year B

Date wise Increase/decrease in
Promoters Share holding during
the year specifying the reasons for
increase/decrease (eg. Allotment/
transfer/bonus/sweat equity etc.)

At the end of the year

(iv) Shareholding pattern of top ten Shareholders

(other than Directors, Promoters and Holders of GDRs and ADRs) No Change
Shareholding at the Cumulative sharehz)lding ]
Sl. beginning of the year during the year
No. No. of % of total shares No. of % of total shares
Shares of the Company Shares of the Company

At the beginning of the year

Date wise Increase/ Decrease in
Share holding during the year
specifying the reasons for increase/
decrease (eg. Allotment/
transfer/bonus/Sweat equity etc)
At the end of the year (or on the date of
separation, if separated during the year)

E—

- L N R — N—— ——y —
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(v) Shareholding of Directors and Key Managerial Personnel:

Shareholding at the Cumulative shareholding
sl beginning of the year during the year
No. FareaRnirthe Birsrtets and Kivp No. of % of total shares | No.of | % of total shares
Shares of the Company Shares| of the Company
At the beginning of the year
Dr. Shalini Rajneesh 1 0.00007 1 0.00007
K. M. Prasad 1 0.00007 1 0.00007
Jitendra Trivedi 1 0.00007 1 0.00007
B. T. Khanapure il 0.00007 1 0.00007
Date wise Increase / Decrease in
Share holding during the year
specifying the reasons for increase/
decrease (eg. Allotment / transfer/
bonus/Sweat equity etc.)
At the end of the year
Ajay Seth 1 0.00007 1 0.00007
K. M. Prasad 1 0.00007 1 0.00007
Jitendra Trivedi 1 0.00007 1 0.00007
B. T. Khanapure 1 0.00007 1 0.00007

V. INDEBTEDNESS
Indebtedness of the Company including interest outstanding/accrued but not due for  (Amount in Rs.)

Seculred Loans. Unsecured Deposit Total
excluding deposits Loans ‘ Indebtedness

Indebtedness at the beginning of the Financial Year
(i)  Principal Amount 3,10,48,482 3,10,48,482
(i) Interest due but not paid - -
(iii) Interest accrued but not due - -

Total (1 + i + i) - 3,10,48,482 3,10,48,482 |
Change in Indebtedness during the financial year :

. Addition 13,00,00,000 13,00,00,000

. Reduction 1,88,48,710 1,88,48,710
Net Change B - 11,11,51,290 11,11,51,290

Indebtedness at the end of
the Financial year

(i}  Principal Amount 14,21,99,772 14,21,99,772
(i)  Interest due but not paid B -
(iii) Interest accrued but not due - =

Total (1 + i + ii) 142199772 | 14,21,99,772 |

» KARNATAKA ANTIBIOTICS AND PHARMACEUTICALS LTD. ¢ ( 19 )
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VI. REMUNERATION OF DIRECTORS AND KEY MANAGEERIAL PERSONNEL
A. Remuneration to Managing Director, Whole-time Directors and/or Manager:

gl Particulars of Remuneration Name of MD/WTD/Manager Total amount

No.

1. | Gross Salary K M Prasad

(a) Salary as per provisions
contained in Section 17(1)
of the Income Tax Act, 1961| Rs. 30.71 Lakhs Rs. 30.71 Lakhs

(b) Value of perquisites u/s
17(2) Income Tax Act, 1961 | Rs. 2.54 Lakhs Rs. 2.54 Lakhs

(c) Profits in lieu of Salary
under Section 17(3) Income
Tax Act, 1961

2 | Stock Option

Sweat Equity

4 | Commission
- as % of Profit
- other, specify

5 | Others, please specify
Total (A) Rs. 33.25 Lakhs Rs. 33.25 Lakhs

Ceiling as per the Act

B. Remuneration to other Directors : NIL

'\?‘IJ' Particulars of Remuneration Name of MD/WTD/Manager Total amount

1. Independent Directors

Fee for attending board /
Committee meetings

Commission

Others, please specify
Total (1)

2. Other Non-Executive
Directors

Fee for attending board /
Committee meetings

Commission

Others, please specify
~ Total (2)

Total (B) = (1+2)

Total Managerial Remuneration

Overall Ceiling as per the Act I
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C. Remuneration to Key Managerial Personnel other than MD/Manager/WTD :

Sl.

. . Key Managerial Personnel
No Particulars of Remuneration

CEO Company Secretary CFO Total

1 |Gross Salary

(a) Salary as per provisions
contained in Section 17(1)
of the Income Tax Act, 1961 Rs. 17.34 Lakhs Rs. 20.83 Lakhs | Rs. 38.17 Lakhs

(b) Value of perquisites u/s
7177(2) Income Tax Act, 1961 Rs. 1.27 Lakhs Rs. 2.05Lakhs | Rs. 3.32 Lakhs

(c) Profits in lieu of salary
undersection 17(3)
Income Tax Act, 1961

Stock Option

Sweat Equity

Sl

Commission — as % of p;)fit

Others, specify

(84}

Others, Please specify

TOTAL Rs. 18.61 Lakhs Rs. 22.88 Lakhs | Rs. 41.49 Lakhs

VIl. PENALTIES/PUNISHMENT/COMPOUNDING OF OFFENCES: NIL
Details of Penalty/

Type csc?;t;;?:gst::t g . corif)réﬁmgtf/ees {RD,!IlituctLhr(/)ngURT} App{eg?\lzg ;:t?iilsf)anv
o imposed
A. COMPANY
Penalty O 1 N )
Punishment » hl

Compounding

B. DIRECTORS

Penalty

Punishment

Compounding

C. OTHER OFFICERS IN DEFAULT

Penalty -

Punishment

Compounding

FOR AND ON BEHALF OF BOARD OF DIRECTORS

Place : Bengaluru Jitendra Trivedi Nirja Saraf
Date : 17.09.2018 Director Managing Director
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Information pursuant to the Companies (Accounts) Rules,
2014.

2. TECHNOLOGY ABSORPTION, ADAPTATION AND
INNOVATION RESEARCH AND DEVELOPMENT

1. CONSERVATION OF ENERGY (R&D ACTIVITIES)

Following steps have been taken in this direction:
a) Complete Light Fittingat OSD Plantare LED.
b) 10 Nos.of LEDis usedat Near Canteen Shelter.
c) Planningtoreplace CFLstreetlightsto LED.

Strategic Alliance with premier research institutions for
R&D activities is under consideration. The Company has
not manufactured any Bulk drug. However, your
Company is developing new formulations, year after
year, in order to meet the competition. The expenditure

POMWERAND FLIELERNSRNIETRN incurred towards these activities for the year is

PARTICULARS Current Year| _ Previous Year Rs. 127.43 lakhs
Electricity
a. Purchase (units) 6318.610 50.51 500 3. TOTAL FOREIGN EXCHANGE USED AND EARNED
Total amount (Rs.) 5,20,94,028 3,80,07,522 (Rs. in Lakhs)
Rate / Unit (Rs.) 8.24 7.52 - c o
b. Own Generation Particulars L:(rren r$V|ous
‘ ear ear
i. Through diesel generator units 1,566,470 95,680 N =
Diesel cost (Rs.) 3,05,68,27.83 | 18,04,586.29 TOTAL FOREIGN EXCHANGE USED
Unit per litre of diesel oil 5.28 5.28 AND EARNED
Rate / Unit (Rs.) B 19.54 18.86 On import of raw material
ii. Coal spare parts and capital goods 375 604 |
%::Ingg s(tT((g]:‘;S) - - Expenditure in foreign currencies
Average rate (i?{s.) - - for business travels, subscription,
iii. Furnace Oil consumables stores goods for resale,
Quantity (litres) 1,77,912 1,68,000 ~ commission on export sale, etc. 80 | 82
/T\c\)/tsrlaggsrta(tz(sgs) 53-86-828'32 45-66»62‘;-33 Remittance during the year
- . . - : - in foreign currency on account
iv. (Sutgr?tri?y/ Internal Generation i ) of dividend _ _
Total Cost (Rs.) - - TOTAL FOREIGN EXCHANGE
Rate / Unit (Rs.) - - EARNED (FOB Value) 2397 | 2235
CONSUMPTION, PER LAKH OF PRODUCTION VALUE: FOR AND ON BEHALF OF BOARD OF DIRECTORS
Particulars Current Year Previous year
F——— Place : Bengaluru Jitendra Trivedi Nirja Saraf
Electrlaty g 1430 — Date :17.09.2018 Director Managing Director
upees
Units 169 153
Furnace Oil:
Rupees 147 112
Ltrs 4.85 4,00

(=)
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W REPORT ON CORPORATE GOVERNANCE

1. Company's Philosophy on Code of Governance:

KAPL's philosophy on Corporate Governance envisages attainment of the highest levels of transparency,
accountability and equity in all facets of its operations, and in all its interactions with its stakeholders,
including shareholders, employees, lenders and the Government. KAPL is committed to achieve and maintain
good standards of corporate governance.

2. Boardof Directors:

a) Ason 31" March 2018, the Board consisted of 5 Directors of which and one Whole time Managing Director, one
part-time Non-Executive Chairperson/Chairman, one part-time Non-Executive Director from the Department of
Pharmaceuticals, Ministry of Chemicals and Fertilizers and two Non-Executive Directors from Government of
Karnataka.

b) During the year 2017-18, four Board Meetings were held on 29.06.2017, 07.09.2017, 29.12.2017 & 28.03.2018.

¢) Constitution of Board of Directors and related information:

{ N e . No.of 7No.of outsideﬁi

No.of Board outside Board
y Attendance . .
; Meetings Director- Committee
Name of the Director Category : at last ) ]
with AGM ships Membership/
Attendance ason Chairmanship
31.03.2018 | ason 31.03.2018
Dr. Shalini Rajneesh, 1As Chairperson 2/2 Yes Nil Nil
Shri Ajay Seth, 1as Chairman 2/2 NA Nil 1 Nil
Shri. K M Prasad Managing Director 3/3 Yes 1 1
Smt. Hemalatha Non-Executive Director 1/2 No
Shri N Jayaram, 1As Non-Executive Director 1/2 No 9 5
Shri litendra Trivedi Non-Executive Director 4/4 Yes 2 2
Shri B T Khanapure Non-Executive Director 4/4 Yes Nil Nil
Ms. Nirja Saraf Managing Director 1/1 No 5 Nil
Non-Executive Directors do not have any material pecuniary relationship or transaction with the Company,
and its management. They do not receive any remuneration from the Company.

d) Code of Conduct:

Board of Directors of your Company have laid down the Code of Conduct for all Board Members and Senior
Management for maintaining standards of business conduct and ensure compliance with legal
requirements. The Code of Conduct has been posted on your Company’s Website www.kaplindia.com.

3. Audit Committee:

The Paid up Capital of Company as on date is Rs. 13.49 crores. As per Provisions of Section 177 of
Companies Act 2013, Audit Committee has been constituted.
4. Disclosures:

» KARNATAKA ANTIBIOTICS AND PHARMACEUTICALS LTD. ¢

Remuneration of Directors:

The remuneration payable to Whole-time Managing Director and his terms of service are fixed by the
Central Government. The remuneration paid to Managing Director for the financial year 2017-18 was as
follows:
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(Rs. in lakhs)

' Name of the Director Salary Benefits PF Contribution Perquisites Total

K. M. Prasad 29.00 0 2.00 2.00 33.00

Part time Directors are not paid any Remuneration/Commission except sitting fee paid for attending Board
Meetings, Audit Committee Meetings and CSR Meetings which are as under:

o : STilig Fea mld i Sittin.g Fee pa.id for Sitting Fee p?id
Name of the Director A Audit Committee for CSR Committee
No. Board Meeting (Rs.)
B 1 - - - Mreeting(Ri.) 7Meeting(7R's.)
01. Dr. Shalini Rajneesh, 1AS Rs. 2,000/- - -
02. Shri Ajay Seth, IAS Rs. 2,000/-
03. Smt. P. Hemalatha, 1AS Rs. 1,000/- - B
04. Shri N. Jayaram, IAS Rs. 1,000/- - -
05. Shri Jitendra Trivedi Rs. 4,000/- - -
. 06. ~ Shri BT Khanapure ~ Rs.4,000/- ~ Rs.1,000/- | - -

Part time Directors hold shares as nominee of Government of India / KSIIDC in the Company.

5. ANNUAL GENERALMEETINGS

a) Thelastthree Annual General Meetings were held asunder:

Fina na Year o Dg o o Tirrgi - o Veiniue o
2016-2017 07.09.2017 1230 hrs Corp Office, Bengaluru
2015-2016 14.10.2016 1230 hrs Corp Office, Bengaluru
2014-2015 17.11.2015 1300 hrs Corp Office, Bengaluru

No Special resolutions were taken up in the last Annual General Meeting. No resolutions were put through
postal ballot last year and no Postal Ballot is contemplated this year also.

6. Means of Communication:
a) Annualfinancial results are displayed on the Company's Website : www.kaplindia.com

b) Plant Location:
Plot No: 14, 2™ Phase, Peenya Industrial Area, Bengaluru — 560 058

c¢) Address for Correspondence:
The address of the Regd. Office of the Company is
Dr. RajkumarRoad, 1st Block, Rajajinagar, Bengaluru—560010

The Shareholders maysend correspondenceto the above address.

FOR AND ON BEHALF OF BOARD OF DIRECTORS

Place :'Bengaluru Jitendra Trivedi Nirja Saraf
Date :17.09.2018 Director Managing Director
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QUALIFICATION OF SECRETAR

Para No.

Audit observation

8.1 Did not appoint any Independent Directors
on its Board as required under Section 149

of the Companies Act, 2013

IAL AUDITORS FOR 2017-18

Management Reply

As per the provisions of Memorandum and Articles
of Association of the Company, Power to appoint
Directors is with Government of India. Action was
taken by Company to amend its Articles to provide
for two Independent Directors as per the provisions
of Companies Act 2013. Proposal for appointment of
Independent Directors was sent to Government of
India and matteris being followed up periodically.

8.2 In the absence of Independent Directors,
the Company could not validity hold and

conduct Meetings of Audit Committee.

Audit Committee has been constituted with three
members from the Directors appointed by
Government of India. While Audit Committee was
constituted, it was informed to the Board that, the
Audit Committee will be re-constituted once the
Independent Directors are appointed on the Board
by Government.

FOR AND ON BEHALF OF BOARD OF DIRECTORS

Place : Bengaluru
Date :17.09.2018

) KARNATAKA ANTIBIOTICS AND PHARMACEUTICALS LTD. ¢

Jitendra Trivedi
Director

Nirja Saraf
Managing Director
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[g_@ AUDITORS' REPORT

Independent Auditors' Report

The Members of
Karnataka Antibiotics and Pharmaceuticals Limited,
Bengaluru

Report on the Financial Statements

We have audited the accompanying financial statements
of KARNATAKA ANTIBIOTICS AND PHARMACEUTICALS
LIMITED, which comprise the Balance Sheet as at March
31, 2018, the Statement of Profit and Loss and Cash Flow
Statement for the year then ended, and a summary of
significant accounting policies and other explanatory
information.

Management's Responsibility for the
Financial Statements

The Company's Board of Directors is responsible for the
matters stated in Section 134(5) of the Companies Act,
2013 (“the Act”) with respect to the preparation of these
financial statements that give a true and fair view of the
financial position, financial performance and cash flows of
the Company in accordance with the accounting principles
generally accepted in India, including the Accounting
Standards specified under the Section 133 of the Act, read
with Rule 7 of the Companies (Accounts) Rules, 2014. This
responsibility also includes maintenance of adequate
accounting records in accordance with the provisions of
the Act for safeguarding the assets of the Company and for
preventing and detecting frauds and other irregularities;
selection and application of appropriate accounting
policies; making judgments and estimates that are
reasonable and prudent; and design, implementation and
maintenance of adequate internal financial controls, that
were operating effectively for ensuring the accuracy and
completeness of the accounting records, relevant to the
preparation and presentation of the financial statements
that give a true and fair view and are free from material
misstatement, whether due to fraud or error.

Auditor's Responsibility
Our responsibility is to express an opinion on these
financial statements based on our audit.

We have taken into account the provisions of the Act, the
accounting and auditing standards and matters which are
required to be included in the audit report under the
provisions of the Act and the Rules made there under.

(=)

We conducted our audit in accordance with the Standards
on Auditing specified under section 143(10) of the Act.
Those Standards require that we comply with ethical
requirements and plan and perform the audit to obtain
reasonable assurance about whether the financial
statements are free from material misstatement.

An audit involves performing procedures to obtain audit
evidence about the amounts and the disclosures in the
financial statements. The procedures selected depend on
the auditor's judgment, including the assessment of the
risks of material misstatement of the financial statements,
whether due to fraud or error. In making those risk
assessments, the auditor considers internal financial
control relevant to the Company's preparation of the
financial statements that give a true and fair view in order
to design audit procedures that are appropriate in the
circumstances. An audit also includes evaluating the
appropriateness of the accounting policies used and the
reasonableness of the accounting estimates made by the
Company's Directors, as well as evaluating the overall
presentation of the financial statements.

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

Opinion

In our opinion and to the best of our information and
according to the explanations given to us, the aforesaid
financial statements give the information required by the
Act in the manner so required and give a true and fair view
in conformity with the accounting principles generally
accepted in India, of the state of affairs of the company as at
31st March 2018, and of its profit and its cash flows for the
year ended on that date.

Report on Other Legal and Regulatory Requirements

. As required by the Companies (Auditor's Report)
Order, 2016 issued by the Central Government of
India in terms of sub-section (11) of section 143 of the
Companies Act, 2013, based on such checks as we
considered appropriate and according to the
information and explanations given to us, we state

that:
(i) (a) The Company has maintained proper
records of fixed assets with full particulars

including quantity and location.
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(ii)

(b) The Company has a program of verification
of fixed assets to cover all the items in a
phased manner over a period of three
years which, in our opinion is reasonable,
having regard to the size of the Company
and nature of its assets. Pursuant to the
program, certain fixed assets were
physically verified by the management
during the year. According to the
information and explanations given to us,
no material discrepancies were noticed on
such physical verification.

(c) The title deeds of immovable properties
are held in the name of the Company,
except as stated below:

1. Kadabagere Plant: Out of total land of 24
acres and 20 guntas granted by the
Government of Karnataka, RTC in respect
of 4 acres and 20 guntas in Survey No 22
(New No 196) is not obtained. Moreover
encroachment to the extent of approx 4
acres and 25 guntas was made by different
parties as observed by the management
and one of such party has filed civil suit
against the company, which is being
contested. (Refer Note 9.1 to the financial
statements)

2. Dharwad Project: Registration of title in
favour of the company for 6 Acres and 14
Guntas of land and buildings put up there
on acquired under auction sale from KSFC
is pending. Out of the above land 26
Guntas is short as per survey report. More
over entire property is under dispute, as
Elvina Pharmaceuticals Ltd has filed a writ
petition seeking quashing the auction sale
and restrainment for putting structures by
the company. (Refer Note No. 9.2)

The inventory has been physically verified
during the year by the management. In our
opinion, the frequency of verification is
reasonable considering the size and nature of
the company's operations. Discrepancies
noticed on physical verification were not
material, and have been properly dealt with in
the books of account.
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(iii)

(iv)

(v)

(vi)

The Cc.:)mpany has not granted any loans to
companies, firms or other parties covered in the
register maintained u/s 189 of the Act, hence
the question of default in recovery of principal
and interest and steps for recovery of overdue
amount does not arise.

The Company has not granted any loans nor
made any investments nor provided any
guarantees or security to any party. Hence
compliance with the requirements of sec 185
and 186 of the Act and the requirements of
clause (iv) of the Order are not applicable to the
Company.

The Company has not accepted any deposits
from public; hence, the question of compliance
with the directives issued by the Reserve Bank of
India and the provisions of Sections 73 to 76 or
any other relevant provisions of the Companies
Act, 2013 and the rules framed there under as
perclause (v) of the Order does not arise.

We have broadly reviewed the books of account
maintained by the Company pursuant to the
Rules made by the Central Government for the
maintenance of cost records under sub-section
(1) of Section 148 of the Act read with
Companies (Cost Records & Audit) Rules, 2013.
We are of the opinion that prima facie, the
prescribed accounts and records have been
made and maintained. We have not, however,
made a detailed examination of the records with
a view to determine the accuracy or
completeness of the same.

(vii) (a) According to the records of the Company,

the Company is generally regular in
depositing with the appropriate authori-
ties undisputed statutory dues including
Provident Fund, Employees' State
Insurance, Income Tax, Sales Tax, Goods
and Services Tax, Service Tax, Duty of
Customs, Duty of Excise, Value Added Tax,
Cess and other material statutory dues to
the extent applicable toiit.

(b) There are no undisputed amounts payable
in respect of Income Tax, Goods and
Services Tax, Service Tax, Sales Tax, Value

(=)
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Added Tax, Duty of Customs, Duty of Excise
or Cess which have remained outstanding
as at 31" March 2018 for a period of more
than six months from the date they

became payable.

Nature of Dues

Bihar VAT Act — Exempted sales of gauge
and bandages, Feed supplements & tax imposed—

LST.

Bihar VAT Act - Exempted
bandages, Feed supplements
LST.

Bihar VAT Act — Exempted
bandages, Feed supplements
CST.

“Bihar VAT Act - Exempted
bandages, Feed supplements
LST.

' Bihar VAT Act — Exémpted

bandages, Feed supplements
LST.

Bihar VAT Act — Exempted
bandages, Feed supplements
CST.

sales of gauge &

and tax imposed —

sales of gauge &
and tax imposed —

sales of gauge &
and tax imposed —

sales of gauge &
and tax imposed —

sales of gauge &
and tax imposed —

Bihar VAT Act — Exempted
bandages, Feed supplements
LST.

Bihar VAT Act — Exempted

bandages,
CST.

Feed supplements

Bihar VAT Act — Exempted sales of feed supplements

disallowed and taximposed.

Excise Duty Case:

sales of gauge &
and tax imposed —

sales of gauge &
and tax imposed —

Demand received from CCE towards ED & Penalty
besides interest (not quantified) u/s 11D of CE Act,

1944 covering sale of certain products.

(viii) The Company has not defaulted in repayment of

Financial Year to which
the matter pertains

1996-97

1997-98

1998-99

1998-99

~1999-00

1999-00

2000-01

2000-01

2002-03

2007-08 to
2011-12

(xi)

loans or borrowings from banks. The company

has neither borrowed any loans from Financial

Institutions, Government nor issued any

debentures and consequently the question of

defaultin repayment does not arise.

(=)

(x)

There are no dues of income tax, sales tax,

Service Tax, duty of excise, duty of customs
and cess, which have not been deposited
on account of any dispute except for sales
tax and duty of excise as detailed below:

Forum where
dispute is pending

JCCT, Patna

JCCT, Patna

JCCT, Patna

JCCT, Patna

ICCT, Patna

JCCT, Patna

JCCT, Patna

JCCT, Patna

CESTAT, Bengaluru

JCCT, Patna

Amount
{Rs. in Lakhs.)

0.34

1.32

1.74

0.37

733

0.19

7.14

3.73

2.26

1036.00

No money was raised by way of initial public
offer or further public offer and the company
has applied the money raised by term loans from
Banks for the purpose for which it was raised.

To the best of our knowledge and according to
the information and explanations given to us, no
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fraud by the Company or on the Company by its
officers or employees has been noticed or
reported during theyear.

(xi) The company being a government company, the
provisions of Section 197 of the Act, regarding
managerial remuneration does not apply in
terms of the Notification G.S.R. 463(E) dated 05"
June, 2015. Hence, the provisions of clause (xi)
ofthe Order are not applicable.

(xii) The Company is not a Nidhi Company. Therefore
the provisions of clause (xii) of the Order are not
applicable tothe Company.

(xiii) The Company has not entered into any
transactions with related parties as defined in
the Act, hence, the requirement of compliance
to provisions of Sections 177 and 188 of the Act
and the disclosure of such transactions in the
Financial Statements etc., as required by
applicable Accounting Standards as per clause
(xiii) of the Order does not arise.

(xiv) The Company has not made any preferential
allotment or private placement of shares or fully
or partly convertible debentures during the
year, hence the requirement of compliance with
provisions of Section 42 of the Act and utilisation
of amounts so raised for the purpose for which
the funds were raised as per clause (xiv) of the
Order does not arise.

(xv) In our opinion, the Company has not entered
into any non-cash transactions with directors or
persons connected with them; hence the
requirement of compliance to provisions of
Section 192 of the Act as per clause (xv) of the
Order does not arise.

(xvi) The Company is not required to be registered
under Section 45-1A of the Reserve Bank of India
Act, 1934 Therefore the provisions of clause (xvi)
of the Order are not applicable to the Company.

Il.  Asrequired under Section 143(5) of the Act, based on
such checks of the books and records of the Company
as we considered appropriate and according to the
information and explanation given to us we give in
“Annexure A” a statement on the directions issued by
the Comptroller & Auditor General of India.

) KARNATAKA ANTIBIOTICS AND PHARMACEUTICALS LTD. ¢

lll.  As required by Section 143 (3) of the Act, we report

that:

(a)

(b)

(c)

(d)

(e)

(f)

We have sought and obtained all the
information and explanations, which to the best
of our knowledge and belief were necessary for
the purposes of our audit;

In our opinion, proper books of account as
required by law have been kept by the company
so far as appears from our examination of those
books;

The balance sheet, statement of profit & loss
and cash flow statement referred to in this
report are in agreement with the books of
account;

In our opinion, the aforesaid financial state-
ments comply with the Accounting Standards
specified under Section 133 of the Act, read with
Rule 7 of the Companies (Accounts) Rules, 2014;

The Company being a government Company the
provision of Section 164(2) of the Act, regarding
disqualification of Directors does not apply in
terms of Notification G.S.R. 463(E) dated 05"
June, 2015 issued by the Ministry of Company
Affairs.

With respect to the adequacy of the internal
financial controls with reference to financial
statements of the Company and the operating
effectiveness of such controls, refer to our
separate reportin “Annexure B”; and

With respect to the other matters to be included
in the Auditor's Report in accordance with Rule
11 of the Companies (Audit and Auditors) Rules,
2014 as amended, in our opinion and to the best
of our information and according to the
explanations given to us:

i)  The Company has disclosed the impact of
pending litigations, if any, on its financial
position in its financial statements - Refer
Note 19.1 to the Financial Statements.

ii)  The Company did not have any long-term
contracts including derivative contracts for
which there were any material foreseeable
losses;

(=)
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iii) There are no dues required to be iv) * The disclosure requirement as envisaged in
transferred, to the Investor Education and Notification G.S.R 308(E) dated 30th March
Protection Fund by the Company. 2017 with regard to Specified Bank Notes is not

applicable to the Company for the year.

Place: Bengaluru for DAGLIYA & CO.
Date: 29.06.2018 Chartered Accountants
(FRN 000671S)

(P. MANOHARA GUPTA)
Partner
Membership No.: 16444

ANNEXURE-A TO THE INDEPENDENT AUDITOR'S REPORT

ANNEXURE A - TO THE INDEPENDENT AUDITOR'S REPORT OF EVEN DATE ON THE FINANCIAL STATEMENTS OF KARNATAKA
ANTIBIOTICS AND PHARMACEUTICALS LIMITED

Report on the Directions issued by the Comptroller & Auditor General of India
We report as follows :

Sl —
No. Directions Reply

i Whether company is holding original title The Company is holding original title deeds for the freehold land in
deeds forfree hold land. respect of Peenya Industrial Estate & Kabadgere. However, in
respect of Kabadgere Land, RTC in respect of land at Sy No 22 to
the extent of 4 acres & 20 guntas is yet to be received by the
Company (Refer para l.i.c.1. under “Report on Legal and other
Regulatory requirements” of our Independent Auditors Report
and Note 9.1to the Financial Statements). Further in case of land
for Dharwad Projectthe company has obtained possession letter,
but registration of such land is pending (Refer para l.i.c.2 under
“Report on Legal and other Regulatory requirements” of our Inde-
pendent Auditors Report & Note 9.2 to the Financial Statements).

2. Please report whether there are any casesof | The Company has written off book-debts amounting to Rs 5.32
waiver/write-off of debts/loans/interests. If | Lacs being old outstanding debts not recoverable and the same
yes, the reasons there for and the amount being duly approved by the Board.
invested.

3. Whether proper records are maintained for Proper records are maintained for inventories lying with third
inventories lying with third parties & assets parties and land granted by the Government of Karnataka.
received as gift from Govt. or other However no assets are received as gift from government or other
authorities. authorities during the year 2017-18.

Place: Bengaluru for DAGLIYA & CO.
Date: 29.06.2018 Chartered Accountants
(FRN 000671S)

(P. MANOHARA GUPTA)
Partner
Membership No.: 16444
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ANNEXURE B - TO THE INDEPENDENT AUDITOR'S REPORT OF EVEN DATE ON THE FINANCIAL STATEMENTS OF KARNATAKA
ANTIBIOTICS AND PHARMACEUTICALS LIMITED

Report on the Internal Financial Controls with reference to financial statements under Clause (i) of Sub-section 3 of
Section 143 of the Companies Act, 2013 (“the Act”)

We have audited the internal financial controls with reference to financial statements of KARNATAKA ANTIBIOTICS AND
PHARMACEUTICALS LIMITED (“the Company”) as of March 31, 2018 in conjunction with our audit of the financial
statements of the Company for the year ended on that date.

Management's Responsibility for Internal Financial Controls

The Company's management is responsible for establishing and maintaining internal financial controls based on the
internal control with reference to financial statements criteria established by the Company considering the essential
components of internal control stated in the Guidance Note on Audit of Internal Financial Controls over Financial Reporting
(“Guidance Note”) issued by the Institute of Chartered Accountants of India ('ICAI'). These responsibilities include the
design, implementation and maintenance of adequate internal financial controls that were operating effectively for
ensuring the orderly and efficient conduct of its business, including adherence to company's policies, the safeguarding of
its assets, the prevention and detection of frauds and errors, the accuracy and completeness of the accounting records,
and the timely preparation of reliable financial information, as required under the Companies Act 2013.

Auditors' Responsibility

Our responsibility is to express an opinion on the Company's internal financial controls with reference to financial
statements based on our audit. We conducted our audit in accordance with the Guidance Note and the Standards on
Auditing, issued by ICAI and deemed to be prescribed under section 143(10) of the Companies Act, 2013, to the extent
applicable to an audit of internal financial controls, both applicable to an audit of Internal Financial Controls and, both
issued by the ICAI. Those Standards and the Guidance Note require that we comply with ethical requirements and plan and
perform the audit to obtain reasonable assurance about whether adequate internal financial controls with reference to
financial statements was established and maintained and if such controls operated effectively in all material respects.

Our audit involves performing procedures to obtain audit evidence about the adequacy of the internal financial controls
system with reference to financial statements and their operating effectiveness. Our audit of internal financial controls
with reference to financial statements included obtaining an understanding of internal financial controls with reference to
financial statements, assessing the risk that a material weakness exists, and testing and evaluating the design and
operating effectiveness of internal control based on the assessed risk. The procedures selected depend on the auditor's
judgment, including the assessment of the risks of material misstatement of the financial statements, whether due to fraud
or error.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion
on the Company's internal financial controls system with reference to financial statements.

Meaning of Internal Financial Controls with reference to financial statements

A company's internal financial control with reference to financial statements is a process designed to provide reasonable
assurance regarding the reliability of financial reporting and the preparation of financial statements for external purposes
in accordance with generally accepted accounting principles. A company's internal financial control with reference to
financial statements includes those policies and procedures that (1) pertain to the maintenance of records that, in
reasonable detail, accurately and fairly reflect the transactions and dispositions of the assets of the company; (2) provide
reasonable assurance that transactions are recorded as necessary to permit preparation of financial statements in
accordance with generally accepted accounting principles, and that receipts and expenditures of the company are being
made only in accordance with authorisations of management and directors of the company; and (3) provide reasonable
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assurance regarding prevention or timely detection of unauthorised acquisition, use, or disposition of the company's
assets that could have a material effect on the financial statements.

Inherent Limitations of Internal Financial Controls With reference to financial statements

Because of the inherent limitations of internal financial controls with reference to financial statements , including the
possibility of collusion or improper management override of controls, material misstatements due to error or fraud may
occur and not be detected. Also, projections of any evaluation of the internal financial controls with reference to financial
statements to future periods are subject to the risk that the internal financial control with reference to financial statements
may become inadequate because of changes in conditions, or that the degree of compliance with the policies or
procedures may deteriorate.

Opinion
In our opinion, the Company has, in all material respects, an adequate internal financial controls system with reference to
financial statements and such internal financial controls with reference to financial statements were operating effectively
as at March 31, 2018, based on the internal control with reference to financial statements criteria established by the
Company considering the essential components of internal control stated in the Guidance Note.

Place: Bengaluru for DAGLIYA & CO.
Date: 29.06.2018 Chartered Accountants
(FRN 0006715S)

(P. MANOHARA GUPTA)
Partner
Membership No.: 16444
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Secretarial Audit Report
For the Financial Year ended 31st March 2018

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

To the Members of Karnataka Antibiotics and Pharmaceuticals Limited

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

2. Based on our verification of the Company's books, papers, minute books, forms and returns filed and other
records maintained by the Company and also the information provided by the Company, its officers, agents and
authorized representatives during the conduct of secretarial audit, and subject to our separate letter attached
hereto as the Annexure, we hereby report that in our opinion, the Company has, during the audit period covering
the financial year ended 31st March 2018, complied with the statutory provisions listed hereunder and also that
the Company has proper Board-processes and compliance mechanism in place to the extent, in the manner and
subject to the reporting made he<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>