
We do not inherit the earth from our ancestors,
we borrow it from our children.
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The publication of this report is a reflection of our commitment to voluntary – as opposed to mandatory – corporate transparency.
The report explains how the company acts as a responsible corporate, community and global citizen, and, how it intends to
continue doing so, protecting broad stakeholders interests. The report is directed at the widest possible readership: shareholders,
customers, partners, regulatory authorities, interest groups, the public and our employees.
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Scope of the report
This first report on ‘Sustainability: The Triple Bottom Line’ by Dr. Reddy’s is presented
in line with the reporting guidelines recommended by Global Reporting Initiative, a
joint effort of the United Nations Environment Program and the US-based NGO, Coalition
for Environmentally Responsible Economies.

This is an entirely voluntary information-sharing exercise; it goes beyond the standard
statutory requirements specified by listing authorities or even government bodies in India.
The report is a humble effort for a number of reasons: it represents a direction and
reasonable coverage; it does not claim significant achievement; however, it is in broad,
though not complete, compliance with the recommendations made by Global Reporting
Initiative.

The report is being directed towards an internal and external audience: to generate
greater employee awareness on how every single corporate action needs to be truly
sustainable in nature on one hand and to catalyze a broader industry responsibility on
the other. In addressing both audiences, we expect to help migrate from a short-term
outlook among both audiences – internal and external – to a long-term perspective.

To facilitate an easy understanding, the report has been segregated into three sections –
economic performance, environmental footprints and social responsibility – and
presented with a view to assess its impact with the discipline of an ongoing review and
year-on-year comparison.

The following is a broad treatment of the report for the financial year ended 31 March
2004:

❃  Under economic performance, the report has financially appraised the impact of the
organization on customers, suppliers, employees, capital providers and the public sector.

❃ Under the environment section, the report has reviewed water use, energy
consumption, hazardous material management, effluent discharge, water and air
pollution load, solid waste management and a review of environment goals. The section
has also outlined statutory compliance requirements along with corresponding penalties
in the event of infringement. It covers six units of Active Pharmaceutical Ingredients
(API), three units of Branded Formulations, one unit of Generics, one unit of
Developing Business and one establishment each of Discovery Research & Custom
Pharmaceutical Services.

❃ Under the social section, the report deals with the company’s human resource diversity,
people practices, learning and development initiatives in addition to information on
various social initiatives undertaken for the benefit of the under privileged section
of society.

Sustainability Report 2004 1
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“The child is the father of man.”
– William Wordsworth

Sustainability Report 20042
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In a business run by adults, the bottomline is children.

And so it is at Dr. Reddy’s. In a number of ways.

For instance, in an increasingly complex world, can we respond to problems with childlike
clarity?

In what way are we making our business relevant for the emerging generation?

And are we conducting our business with a responsibility that will enable us to leave the
world to our children better than how we received it?

While ‘Sustainability: The Triple Bottom Line’ as a term may have a contemporary ring to it,
the spirit underlying it has been relevant through the ages.

The business of Dr. Reddy’s is conducted with a deep respect for each of the constituent
bottom lines.

Over the years, a consistent investment in each driver has enhanced viability, protected the
environment and enriched the communities in the locations of our presence.

Our commitment to our stakeholders

The bottomline is
children
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The spirit of  ‘sustainability’ is ancient. Its use as a defined term is not.

In 1987, the World Commission on Environment and Development (established by a

resolution of UN General Assembly) defined sustainability as “Development which meets

the needs of the present without compromising the ability of future generations to meet

their own needs”. It also popularized the use of this term for resource renewability, desired

business plan and a progressive way of doing things.

The concept is more relevant now than before.

Just think. For hundreds of centuries, man preserved earth much the way it was handed to

him. However, in a century – the twentieth – where he recorded more material progress

than probably in all the previous centuries combined, his industrial action drilled a hole in

the earth’s atmosphere. This alone could drastically alter how people live in the future.

It would be convenient to shrug this off with, “What can I do about it?” or “It won’t happen

in my lifetime, so why worry?”

An immediate action is necessary for a number of reasons. We are already beginning to see

early signs of dramatic climatic change towards the extreme – summers are getting warmer,

for instance – with a possibly profound impact on crops and existence.

At Dr. Reddy’s, we recognize that this ‘save the earth’ commitment can succeed only if it

begins with the self and extends to people at the grassroots across geographies. We also

Sustainability Report 2004

The Chairman’s
message
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believe that commercial organizations are best equipped to play a critical missionary – not

mercenary – role for two reasons: because of their vast and influential presence and because

sound environment management is also good business.

At Dr. Reddy’s, this understanding has been captured in our first-ever sustainability report,

which has been prepared based on the guidelines issued by Global Reporting Initiative, a

joint initiative of US non-governmental organization, Coalition for Environmentally

Responsible Economies (CERES) and United Nations Environment Program.

We believe that any high performance sustainable organization rests on the three pillars of

economic, social and environmental performance. To be a truly sustainable organization,

in the broadest definition of its terms, an organization must perform well across all three

dimensions.

As a company, we are committed to the principles of sustainability. We see our stakeholders

as shareholders, to whom we promise sustained economic performance, the society – to

whom we promise to create positive impact through our activities both business as well as

voluntary – and finally the environment, which we promise will be well protected and

enriched from our various activities.

We hope that this extra-statutory initiatives will enhance consciousness, inspire action and

make the world a safer place for our children.

Sincerely,

Dr. K. Anji Reddy
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Never before in the history of our existence is our success being influenced by so many

diverse factors additional to the continuing priority of developing and manufacturing a

remedy to address a medical need.

So if we have succeeded over the last couple of decades, I can put it down to just one

reason: an ahead-of-the-curve investment in sustainability.

For us, sustainability means doing all that is directly and indirectly necessary to succeed:

we must innovate to find solutions for our patients; we must remain profitable to reinvest

in our businesses and reward our stakeholders; we must protect the environment to

strengthen our long-term viability; we must add community value as an extension of our

product mission.

I think we have a fair record in all these areas. We invested in drug discovery a decade

before and in generics, several years ahead of our industry peers, resulting in a profitable

existence and our first bottomline.

From the time we went into business, we mitigated the operational risks arising from the

use of hazardous chemicals and reactions, we made greening integral to our planning, we

targeted zero effluent discharge and we invested in front-ranking assets and technologies,

among other initiatives. In doing so, we are addressing our second bottomline.

Over time, there was also a recognition that progressive companies needed to carry not

only their employees and shareholders with them, but also the communities in which they

were located. At Dr. Reddy’s, we committed ourselves to the support of education, healthcare,

Prologue
By the Chief Executive Officer

Sustainability Report 20048
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livelihoods and the disabled. In doing so, we can modestly claim to have created a positive

societal impact through an ongoing participation (direct and indirect) as opposed to

contributing and forgetting. This social equity represents our third bottomline.

A prudent pursuit of these bottomlines – economic, environmental and social – represents

a decisive initiative towards the comprehensive sustainability of our existence. It is now

going to be our endeavour not just to achieve sustainability, but to extend its influence

across the widest constituency of individuals.

This can only transpire if our members continue to maintain the momentum of their

initiatives; this can only happen if the doctors continue to place their faith in our brands

and ability to innovate; this can only become a reality if our shareholders continue to

repose trust in our earnings capability.

Which at the end of the day means that sustainability and the Triple Bottom Line narrows

down to keeping the chin up and resolving to do our best and to do it differently when we

come to work each morning!

Sincerely,

G.V. Prasad

Chief Executive Officer
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Employees
❃ Attract, develop and retain multi-skilled

high-performers
❃ Create a learning organization
❃ Develop and nurture leaders
❃ Promote teamwork and collaboration
❃ Build a diverse workforce
❃ Build meritocracy

Society
❃

Minimize environmental impact arising

out of our activities

❃
Invest in eco-friendly measures that

protect the environment

❃
Respect the values of the communities

in which we operate

❃
Contribute towards community building
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At Dr. Reddy’s, we recognise that stakeholder enrichment is not
a result of corporate success, but its sole driver. And the
enhancement of stakeholder value is not just a strategic response
but the way business should indeed be done.

Commitment
towards our
stakeholders
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Triple Bottom Line

At Dr. Reddy’s, we clearly recognize that while economic value brings a company into being
and keeps it viable thereafter, an extension of this approach widens the company’s sense of
existence.

Economically successful, ecologically
credible and socially responsible

Sustainability Report 2004

As a result, the three principal constituents of sustainable success at Dr. Reddy’s – society,
economy and environment – not only play a role in completely fulfilling our reason for
existence, but are inter-connected as well.

This is explained by our simple understanding of the relationship cycle: while society depends
on the health of the economy, the economy depends on the prevailing eco system and the
latter, in turn, provides a basis for sustainable economic success.

Society

Economy Environment

12
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Arms of sustainable
value creation

As a result, addressing social and environmental values – in addition to the economic –
helps in the comprehensive service of stakeholder interests, leading to the creation of what
is now being defined as the Triple Bottom Line.

So it would be fair to say that Dr. Reddy’s Triple Bottom Line approach captures, in essence,
the entire set of practices and processes that must be successfully addressed to competently
service the needs of all our stakeholders – shareholders, customers, employees, business
partners, governments, local communities and the public.

Society

Economy Environment

At Dr. Reddy’s, we strive for:

* Economically, generating surpluses that can be reinvested for the sustainable benefit of
all our stakeholders – shareholders, employees, government, suppliers, customers and
lenders

* Socially, a positive impact through business and voluntary initiatives for the benefit of
the community and country

* Environmentally, a proactive response to enrich the world with green and clean initiatives

13
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Socially responsible
Number of employees 2002-03 2003-04

India 5,125 5,293

Russia 180 187

Rest of the world 134 128

US 44 69

UK 58 61

Total 5,541 5,738

Amount invested in community
development projects (in million INR) 24 26

Economically successful

Income 2002-03 2003-04

India 6,489 7,143

International 11,581 12,938

Total 18,070 20,081

Operating income 3,218 2,080

Operating margin 18% 10%

Net income 3,404 2,474

Total assets 23,092 26,619

Capital expenditure on property, plant

and equipment 1,511 2,382

Source: US GAAP Financials

  Amount in Rs. Mn

14
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Sl. No. Description Unit FY0203 FY0304

1.0 Income (IGAAP-Standalone) (1) Million INR 16,650.22 15,923.91

2.0 Personnel

2.1 Total Personnel (Dr. Reddy’s) (2) Number 3,263 3,498
2.2 Total SHE Personnel (Dr. Reddy’s) (2) Number 75 69

3.0 Investment and Operating Expenses for SHE

3.1 Total Capital Investment Million INR 269.70 451.18
3.2 Total Operating Expenses (3) Million INR 93.84 92.87

4.0 Resource Consumption

4.1 Water Usage (3) 1000 cu.m 929.64 949.20
4.2 Total Energy Usage 1000 GJ 857.07 1,020.31
4.3 External Energy Usage (4) 1000 GJ 221.29 249.56
4.4 Internal Energy Usage (5) 1000 GJ 635.78 770.75

5.0 Safety and Health

5.1 Frequency Rate for Lost Time Accidents (6) Number 1.30 1.16
5.2 Incidence Rate for Lost Time Accidents (7) Number 5.80 4.96

6.0 Wastewater

6.1 Volume Discharged (8) 1000 cu.m 261.00 250.09
6.2 COD Load (9) Tons 950.68 1,015.98
6.3 TDS Load (9) Tons 2,275.06 1,884.53

7.0 Air Emissions

7.1 Sulphur Dioxide (10) Tons 579.70 687.43
7.2 Oxides of Nitrogen (10) Tons 1,346.40 1,609.40
7.3 Ozone Depleting Substances (11) Tons 12.10 10.69

8.0 Hazardous and Non-hazardous Wastes

8.1 Non-hazardous Wastes Disposed (12) Tons 1,582.50 5,827.48
8.2 Hazardous Wastes Disposed (13) Tons 6,035.60 3,801.62
8.3 Hazardous Wastes Recycled (14) Tons 10,833.80 7,394.18
8.4 Total Hazardous and Non-hazardous Wastes Tons 18,451.90 17,023.28

9.0 Environmental Impacts

9.1 Green House Gases (15) t CO
2
 eq 55,733.90 66,955.81

9.2 Ozone Depleting Substances (16) t CFC11 eq 10.0 9.18
9.3 Acidification(17) t SO

2
 eq 1,522.20 1,814.02

9.4 Eutrophication(17) t PO
4
 eq 287.40 344.23

■ 1. Calculations of per unit sales are based excluding the income figure of Pondicherry unit which is divested. ■ 2. The number of employees are only
from the units covered for reporting, excluding contract employees. The total number of employees are 5,541 for 2002-03 and 5,738 for 2003-04.
■  3. Figures for FY0203 are updated based on revised measurement criteria. ■  4. The external energy are from the grid and metered. ■  5. The internal
energy is estimated from the fuel consumption. ■  6. Frequency rate is the number of lost time accidents reported per million man-hours. ■  7. Incidence
rate is the number of lost time accidents reported per 1000 employees. ■  8. The treated wastewater is discharged either to CETP or to land or to sea.
■  9. The COD and TDS loads are based on the monthly effluent analytical reports. Figures for FY0203 are updated based on revised measurement
criteria. ■ 10. The SO

2
 and NO

X
 emissions are estimated based on the fuel consumption. ■  11. The amount of ODS receipt is reported as the total loss.

■ 12. The quantity of wastes calculated based on the records available. ■  13. The quantity of wastes calculated based on the manifest records. ■  14. The
quantity of wastes calculated based on the manifest and invoices. Wastes are recycled through authorized third parties. ■ 15. The data reported is CO

2

emissions, which is the primary GHG. ■  16. The solvent emissions are not considered in the ODS estimation due to non-availability of data. ■ 17. As per
the Sustainability Metrics of the Institution of Chemical Engineers, UK.

Ecologically credible

Sustainability Report 2004 15
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Nature provides a free lunch, but only if
we control our appetites.

– William Ruckelshaus

16
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At Dr. Reddy’s, we believe that a business objective needs to be universally beneficial for

organizational sustainability.

We help people lead healthier lives through the innovation of remedies that help people

meet unmet medical needs in an affordable way – our primary objective since we went

into business in 1984.

Dr. Reddy’s value pyramid illustrates our continuous evolution towards our vision of being

a global discovery-led pharmaceutical company.

❃ Our API, Branded Formulations and Generics businesses focus on the creation of products

that deliver an increased access and affordability

❃ Our innovation-driven businesses of Drug Discovery and Specialty Pharmaceuticals focus

on the creation of products that address unmet/under served medical needs

Across the last two decades, the company has strengthened the building blocks of its

sustainable growth – API synthesis, formulation development, brand building and innovation

– in the APIs and Branded Formulations businesses; over the last few years, it has

strengthened its case for prospective growth through prudent investments in Generics,

Drug Discovery and Specialty Pharmaceuticals.

Sustainability Report 2004

Corporate profile
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Dr. Reddy’s value pyramid

NCE
research

 Biotechnology

Generic formulations

Branded formulations

API and intermediates
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*Map not to scale
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The company now expects to unleash the value of its fully established API and Branded

Formulations businesses through a culture of execution excellence and aggressive pipeline

building. A number of initiatives will enable the generics business acquire a critical mass,

generating adequate surpluses for re-investment in the progressive scaling of the company’s

innovation-led Specialty and Drug Discovery businesses.

These businesses, while being long gestation and investment intensive in nature, possess

the potential to enhance stakeholder value significantly through innovation, adequately

protected by a global intellectual property framework.

The company is committed to strengthen its business through prudent investments in

innovation-based R&D, operational excellence and global brand building. This prudent

approach is expected to transform the company from being a manufacturer of generic

products to a respected global brand specializing in the creation of innovative pharmaceutical

products that address the unmet and under served medical needs of mankind. It is our

conviction that this innovation-centric approach will drive sustainable growth and enhance

long-term shareholder value.
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Our sustainability
foundation

Vision
To be a discovery-led

global pharmaceutical

company

Values
Excellence: We strive for

excellence in everything

we think, say and do

Purpose
To help people lead healthier lives

20
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Vision and values
Our inspiring vision and the timeless values
that support it represent a framework that
makes broad-based sustainability a
continuous reality at Dr. Reddy’s.
We are what we believe.

At Dr. Reddy’s, we recognize that the uncompromisable fabric of our values influences
how we think and what we do. The company exists to help people lead healthier lives
– by making pharmaceutical products affordable and available to a larger cross section of
society and innovating to meet unmet needs.

The vision of Dr. Reddy’s articulates our aspirations. It underlines what Dr. Reddy’s wants
to become: discovery-led and global. In the words of the Chairman Dr. K. Anji Reddy
“Dr. Reddy’s will innovate. Not just for India. For mankind.”

Values are the boundaries, beliefs and guiding principles that facilitate the company’s journey
towards this vision, represented by an unflinching commitment to stakeholders (viz.,
customers, employees, investors, other institutions and society).

Our purpose
We exist as an organization to help people lead healthier lives – by innovating to meet
unmet needs and by making pharmaceutical products affordable and available to a larger
cross section of society.

Our vision
To become a discovery-led global pharmaceutical company.

Our values
We strive for excellence in everything we think, say and do. Values are the boundaries,
beliefs, and guiding principles that facilitate our journey towards the vision.

-Quality
We are dedicated to achieving highest levels of quality in everything we do, to delight
customers, internal and external, every time.

-Respect for the individual
We uphold the self-esteem and dignity of each other by creating an open culture
conducive for expression of views and ideas irrespective of hierarchy.

-Innovation and continuous learning
We create an environment of innovation and learning that fosters, in each one of us, a
desire to excel and willingness to experiment.

-Collaboration and teamwork
We seek opportunities to build relationships and leverage knowledge, expertise and
resources to create greater value across functions, businesses and locations.

-Harmony and Social Responsibility
We take utmost care to protect our natural environment and build the communities in
which we live and work.

Our business practices are guided by the highest ethical standards of truth, integrity and
transparency.

21
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At Dr. Reddy’s, ‘brand’ is not a logo or a tangible feature. It is the invisible attribute that
accompanies our each initiative or product, distinguishing it clearly from those of other
companies. As a result, the Dr. Reddy’s brand essentially runs right across the organization’s
tiers, functions, locations and businesses.

This ability to do things with a difference is most easily visible and measurable in the
branded products created and marketed by us in a competitive space across millions of
consumers across India and international geographies.

Today, Dr. Reddy’s is a global brand that implies dealing with dynamic regulations, intellectual
property laws and technology issues specific to countries we are present in. It implies a level
of quality and delivery benchmarked to international standards. We take our global recognition
as an opportunity to constantly raise our operational performance and quality standard.

Our positioning of a ‘discovery-led global pharmaceutical company’ has translated into a
corresponding positioning in the minds of our customers. As a result, some of the recalls
successfully evoked by us comprises words like ‘cutting-edge research’, ‘pioneering’,
‘rigorously tested’ and ‘better therapeutic value’.

Our ability to competently manage this favorable recall has, over time, translated into an
increasing product offtake and popularity. The fact that we expect to continue doing so has
created a case for income and profit sustainability also across the foreseeable future.

At Dr. Reddy’s, the strength of this sustainability is derived from the following:

Portfolio: Dr. Reddy’s has a rich portfolio of over 100 branded products across 30
geographies. Branded products contributed 37 per cent of our total revenues in 2003-04.

Leadership: A number of our products are not just me-too in the spaces of their presence.
They lead their categories (or figure within the top five brands), creating a basis for product,
financial and corporate sustainability.

Drivers of
Sustainability

Sustainability Report 2004

The strength of our brand is the favorable
recall that is evoked each time Dr. Reddy’s is
mentioned, providing the fuel for our
sustainability and existence.
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Major brands in India Therapeutic category Rank of our Brand

within product category

Nise Pain management 1

Omez Gastro-intestinal 1

Stamlo Cardiovascular 1

Stamlo Beta Cardiovascular 3

Enam Cardiovascular 2

Ciprolet Anti-infectives 5

Gaity Anti-infectives 1

Clamp Anti-infectives 3

Atocor Cardiovascular 3

Mintop Dermatology 1

                    Amount in Rs. Mn

Brand Value of Dr. Reddy’s Brand 2002-03 2001-02

Earnings before Interest & Tax 3,944 4,817

Non-brand Income (279) 705

Adjusted Profit 3,665 5,522

Inflation compound factor 1 1

Present value of Brand Profits 3,665 5,521

Weighted Profits 3,934 3,705

Remuneration of Capital @ WACC 2,238 1,871

Brand Related Profits 1,539 1,833

Tax @ 10.1% 155 152

Brand Earnings 1,383 1,681

Multiple applied 20 20

Dr. Reddy’s Brand Value 27,667 33,626

Measurement: The brand of Dr. Reddy’s  (the company as a whole) was valued at
Rs. 27,667 million in 2003 on the basis of our earnings.

Assumptions:

❃ Inflation is assumed at 6% per annum

❃ Effective tax rate is at 10.1% (Excluding deferred tax liability)

❃ Brand-strength multiple is a function of seven internal attributes

❃ Brand value of 2002-03 are based on US GAAP consolidated financials

❃ Dr. Reddy’s brand value in 2001-02 is based on Indian GAAP standalone financials
and hence not comparable

Source: Operations Research Group, March 2004
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Analyst meet/
conference calls

Corporate website CEO’s
communique

Annual reports/
Statutory reports/schedules

SHE Infosite
Mid-month e-mail

updates/weekly headlines

Annual General
Meeting

Corporate film Notice boards

Participation in open
house, trade fairs

Product information Intranet

Press releases Elixir-Our quarterly
magazine

Direct dialogue

Communication channels used
by Dr. Reddy’s
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A sound corporate reputation built around transparency in  communication is our approach
leading to organizational sustainability.

Dr. Reddy’s communicates at two levels – latently through its very existence and expressly
through the media and other communication channels. In being able to communicate to
its internal community and external world, various perceptions are created all the time
about us, our strengths, processes, practices and prospects. These perceptions enable us to
draw the best ideas, recruit superior talent and mobilize low cost resources among other
benefits – and remain competitive.

Dr. Reddy’s projects this organizational picture with the following considerations:

❃ Continuous: We are not an erratic communicator; we are a continuous one
❃ Credible: We are a realistic communicator; we neither discount our strength, nor hype

our capability
❃ Diverse: We communicate to the widest stakeholder audience through the use of diverse

communication channels
❃ Transparent: We communicate transparently on financial and non-financial

developments
❃ Extra-statutory: We report beyond the strict information reporting guidelines

recommended by the listing and regulatory authorities

At Dr. Reddy’s, this mature approach has translated into a trustable recall among the media
(primary audience) and the masses (secondary audience), creating sustainability in process
and impact.

The value of this recall is reflected in our market capitalization of Rs. 87,124 million (the
value that investors were willing to place on the sustainability of our existence) and an FII
holding of 50.2 per cent in our equity as on 31 March 2004.

Our reputation represents the index that
inspires stakeholders to enter into or continue
an association with us, leading to sustainability
in our relationships – and existence.
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Standing below: From left to right: Mr. P.N. Devarajan, Dr. K. Anji Reddy, Mr. Ravi Bhootalingam, Dr. P. Satyanarayana Rao,
Prof. Krishna G. Palepu.  2nd row: Mr. Anupam Puri, Dr. V. Mohan, Dr. Omkar Goswami, Mr. Satish Reddy, Mr. G.V. Prasad.
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Sitting: From Left to Right: Mr. Osagie O. Imasogie, Executive Vice President – Global Corporate Development,
Mr. Satish Reddy, Chief Operating Officer and Managing Director, Mr. Jaspal Singh Bajwa, President – Branded Formulations (ROW),

Mr. G.V. Prasad, Chief Executive Officer and Vice Chairman, Dr. Dennis H Langer, President – North America, Mr. Arun Sawhney,
President – Europe and Global API, Mr. Abhijit Mukherjee, President – Developing Businesses, Mr. Saumen Chakraborty,

Executive Vice President and Global Chief of HR

Standing: From left to right: Mr. V.S.Vasudevan, Executive Vice President and Chief Financial Officer, Mr. Andrew Miller,
Executive Vice President – Legal & IPM, Mr. Adam Levitt, Executive Vice President – North America Specialty, Mr. Timothy Crew,

Executive Vice President  North America Business Development, Dr. Uday Saxena, Chief Scientific Officer, Mr. Mark Hartman, Executive
Vice President – North America Generics, Mr. Ashwani Kumar Malhotra, Senior Vice President-Formulations TechOps,

Dr. R.Rajagopalan, President – Discovery Research, Mr. Raghu Cidambi, Advisor and Head – Corporate IPM and Strategic Planning,
Mr. K.Sankara Rao, Executive Vice President – Integrated Product Development.
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An organizational structure that is too rigid to adapt to the requirements of continuously
evolving marketplace can come at the cost of time and resources.

We believe that the most efficient companies are those that grow while adapting most
comfortably to these changes without losing their sense of focus and direction; where an
adaptable structure retains a clarity of position and purpose, inspiring compliance.

To strengthen our focus on business, people and processes, we restructured our organization
in line with a global matrix, vertically segmented across geographies and businesses. Our
new organization structure now focuses on growth and the development of key geographies.
This structure is supported across business units by the common centralized functions of
product development, manufacturing and supply chain management, helping create a sense
of synergy, operational excellence and enhanced core competence.

This structural approach, dovetailed with our other strategies, is expected to sustain our
earnings expectations, enhance medium and long-term growth and accelerate the
momentum of organizational sustainability.

A structure that is flexible enough to adapt
to changes in a dynamic marketplace is
one of the most critical drivers of
sustainability.
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At Dr. Reddy’s, we have
embarked on a number of
initiatives to make growth
sustainable. These initiatives have
been reviewed under the
economic, environment and social
sections.
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Economy is a good revenue
~Anonymous
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Economic
performance
At Dr. Reddy’s, economic viability resides at the heart of its
corporate sustainability.

Over the last two decades of its existence, the company has
strengthened its economic viability through a number of
initiatives: selection of the right products and therapeutic segments
of presence, low cost of production, high quality of product, long-
term customer relationships, innovative products, brand building
and people retention.

As a future-focused organization, the increasing surpluses have
been re-invested into the business. More importantly, the
company has countered the challenges of liberalization and
globalization with a continuous balancing, embracing
opportunities on one hand and the management of social,
financial and environment risks on the other.
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At Dr. Reddy’s, we expect that this long-term shareholder value creation will protect and
balance the interests of our various stakeholders through a comprehensive governance
reinforced by world-class management systems.

Business strategy
At Dr. Reddy’s, our strategy is dictated by a need to generate an adequate surplus with the
objective to invest it in scaling up the ongoing business and investing it in segments that
promise strong growth over the future. This concurrent management of the present and
the prospective is manifested in the following initiatives:

* Consolidation of our presence in India and a widening global footprint
* Progressive scaling of our generics business through an increased products pipeline
* Intensive investment in specialty and drug discovery

The company expects to unleash the value of its established API and Branded Formulations
businesses through an ongoing culture of execution excellence, pipeline building and
enhanced scale.

Concurrently, it expects to build the company’s innovation-led Specialty and Drug Discovery
businesses. While these businesses are long gestation and investment intensive in nature,
once successful, they provide sustained and stable cash flows through innovation driven,
patent protected franchises.

This strategy is expected to transform the company from a manufacturer of generic products
into one that is focused on the creation of innovative pharmaceutical products. In addressing
the unmet and under served medical needs of patients, the company expects to sustain
growth and enhance stakeholder value across the long-term.

Research strategy
A clearly defined research strategy enables us to sustain the
steady introduction of new products that address unmet patient
needs. This strategy comprises the following priorities:

❃ A categorization of our research across Innovation R&D that
focuses on Drug Discovery and Specialty areas as well as across
Process R&D that focuses on API, and Finished Dosages

At Dr. Reddy’s, a sustainable business
strategy is reinforced with world-class
governance standards and execution
precision to ensure enterprise continuity, a
robust product pipeline and an enhanced
shareholder value across the long-term.

Express Pharma Pulse Award for excellence in research
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❃ An increasing investment in research, expressed not only in absolute terms but also as a
proportion of the turnover, covering enhanced recruitment as well as a growing investment
in assets, equipment and infrastructure

❃ The integration of API, generics and branded formulations development, helps
to combine technical and process excellence, leading to enhanced productivity and
product delivery

❃ A stronger technical, intellectual property and legal understanding leading to a robust
non-infringing framework for product development

Active Pharma Ingredients (API)
During 2003-04, Dr. Reddy’s  filed 16 drug master files (DMFs) in US, increasing the number
of such filings to 56. As a result, Dr. Reddy’s possesses one of the largest API pipelines in the
US supported by effective down-the-line tie-ups with key global generic companies.

SOURCE: FDA website as on 31 March, 2004
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Specialty
Dr. Reddy’s gained access to certain products and technology platforms through its acquisition
of a US-based company in May 2004. The Company is also working on a global project to
set up processes for systematically identifying unmet medical needs, exploring drug delivery
technologies and creating product concepts that can be rapidly developed. Our future pipeline
will depend on unmet medical needs and innovation to create greater value and predictability
in our performance. In addition to building the pipeline organically, we will also look at
alliancing and other means to create our presence in the specialty business.

Drug discovery
Dr. Reddy’s was among the first Indian pharmaceutical companies to embark on a challenging
drug discovery program in the early 1990s, which presently covers metabolic disorders
including diabetes, cardiovascular, oncology and bacterial infections.

This program is spread across our research centres in India and US, wherein the chemistry
and pharmacology capabilities of our laboratories in India are integrated with early stage
research capabilities of our laboratories in Atlanta.

Generics
As of 31 March 2004, Dr. Reddy’s had filed a total of 47 Abbreviated New Drug Applications
(ANDA). Of these, we have received final approval for 12 ANDAs and are currently marketing
these products either on our own or through our marketing partners. Of the balance 35
ANDAs that are pending approval with the United States Food and Drug Administration
(U.S. FDA), 24 are Para IV filings including 12 potential first-to-file positions. We have
built the necessary infrastructure to support the product development and regulatory filing
of 15-18 ANDAs annually. Based on the ANDAs already filed and under development, we
believe that we have one of the most promising pipeline of ANDAs in the global generics
industry.
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We possess six compounds in various stages of drug development, which are expected to
drive our growth over the foreseeable future.

❃ DRF 10945 is a selective PPAR alpha agonist targeted at the treatment of abnormal lipid
levels in blood (dyslipidemia). We have completed Phase I clinical trials for DRF 10945 in
Canada. This is a promising new oral drug candidate for the treatment of dyslipidemia
and provide therapeutic benefits in the treatment of cardiovascular disease

❃ RUS 3108 is a novel molecule being developed as an orally administered drug for
Atherosclerosis. RUS 3108 is a Perlecan inducer that leads to the inhibition of disease
progression. The regulatory toxicology studies for RUS 3108, are nearing completion

❃ DRF 1042 is a novel Camptothecin analogue being developed as an orally administered,
anticancer molecule for different types of solid tumors. It is a Topoisomerase I inhibitor.
We are currently conducting Phase II clinical studies for DRF 1042 in India

❃ DRL 13792 is a novel antibiotic molecule with a vastly superior pre-clinical therapeutic
profile compared to Linezolid against gram-positive bacteria

Impacting the economies of
our stakeholders
In 2003-04, Dr. Reddy’s generated sales of Rs. 20,081 million, an increase of 11 per cent
over the previous year. Although revenues increased by 11 percent, net income fell by 27
per cent to Rs. 2,474 million. This decline was on account of our deliberately increased
investment in product development, drug discovery and an entry into the new business of
specialty pharmaceuticals. As a result, we see this short-term profit decline leading to long-
term benefits helping Dr. Reddy’s emerge as a discovery-led organization and positively
impacting the economic interest of our various stakeholders.
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Growth
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A sustainable capability to discover remedies or products that improve patient health or
customer profitability has set in motion a virtuous cycle that leads to sustainable growth
and economically benefits its stakeholders (shown across various tables below) in the
following ways: direct payout, employment, tax remittance, purchases, resource mobiliza-
tion, timely repayment as well as community participation.

Shareholders
Parameters 2003-04 2002-03

ROE 12% 18%

Dividend payout (in. Rs.) per share 5 5

EVA (in Rs. Million) 83 1,307

Sales by business

Personnel
(1)

Amount in Rs. Million

Details 2003-04 2002-03

Personnel cost 2,365 1,794

% of sales 12% 10%

Society Amount in Rs. Million

Details 2003-04 2002-03

Excise duty – A 870 817

Income Tax -B 425 682

Total taxes paid (A+B) 1,295 1,499

Social investment program 26 24

% of sales 0.1% 0.1%

Suppliers Amount in Rs. Million

Details 2003-04 2002-03

Material consumption 6,421 5,112

Services 5,731 4,494

Total 12,152 9,606

% of sales 61% 53%

Customers Amount in Rs. Million

Details 2003-04 2002-03

Net Sales 20,081 18,070

Debtors 2,174 1,685

Payments received during the year 19,592 17,507

Days of Sales Outstanding (DSO) 68 73

(1) Indian GAAP Consolidated, Schedule 15 -Annual Report 03-04
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Shareholders are the biggest risk takers in an organizational structure. They reside outside
the periphery of the organization with no statutory safeguard over their returns. In such a
scenario, it is imperative for an organization to invest in a series of value-enhancing processes
and practices that protect the interests of these stakeholders-in-absentia.

While the question of shareholder protection is critical in all companies, it is even more
critical in a company like Dr. Reddy’s for a few good reasons:

❃ Foreign ownership of our equity increased from 33.4 percent of our equity (as on 31
March 2001) to 50.2 per cent (as on 31 March 2004)

❃ The company is included in the basket of the 30 share SENSEX, the principal barometer
of the Bombay Stock Exchange

❃ The company is the first pharma company from the Asia Pacific region (excluding Japan)
to be listed on New York Stock Exchange (NYSE)

As a responsible corporate, Dr. Reddy’s has created a governance framework that
reconciles stockholder and organizational interests in the most effectively transparent
manner. This framework is benchmarked with the best standards of the day, directed
towards continuous improvement. We are committed to establishing appropriate
established internal control systems that identify, measure and monitor business risks
and support their mitigation.

This governance initiative comprises the following:

❃ The creation of a distinguished Board of Directors (“the Board”) – 10 members (as of 31
March 2004) in all including seven independent – engages in strategic direction setting
and provides an objective and independent view to the management

❃ The creation of various Committees from among the various Board members with
delegated focused responsibilities to make various periodic recommendations to the
Board. Each Board Committee has a written Charter outlining its duties and
responsibilities and a chair elected by the Board

❃ The creation of a Management Council, comprising the Chief Executive Officer, Chief
Operating Officer, Chief Financial Officer and other senior management members drawn
from various business units as well as the Corporate Centre. This Council is responsible
for monitoring the execution of the long-term strategy, overall and unit wise performance
as well as the implementation of effective risk management systems

❃ The institution of a high-powered project for the compliance with the requirements of
the Sarbanes-Oxley Act of 2002, making us one of the few in India to do so

Dr. Reddy’s governance initiatives have attracted recognition: it was awarded the ICSI
(Institute of Company Secretaries of India) National Award for Excellence in Corporate
Governance in 2002, based on its achievement in the areas of Board independence, systems
and procedures, transparency and disclosures, services and compliances, investor relations
and value enhancement as well as claims and social responsibility.

Corporate Governance represents an article of our
faith. It comprises various initiatives to replace
arbitrariness with a set of controls that continuously
protect shareholder interests, leading to
organizational sustainability.
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At Dr. Reddy’s, we recognize that every strategy is only as good as its execution. Unless it is
executed flawlessly, strategy will remain an aspiration and an intellectual exercise. In view
of this, the company has embarked on several initiatives to support the execution of strategy
and drive operational excellence.

In 2004, Dr. Reddy’s restructured the organization in line with a global matrix across
geographies and businesses to strengthen its focus on businesses, people and processes
leading to growth and the development of key geographies. The company also centralized
a number of common functions – supply chain management, manufacturing and product
development – across business units to continuously enhance its core competence, synergies
and operational excellence.

The company recognizes that its low cost position and product development capabilities
comprise its distinctive competitive advantage. It is important for the company to
institutionalize this strength in cost leadership, product development and supply chain
excellence for sustainable success.

A strong desire to drive excellence in whatever we do, is a core value at Dr. Reddy’s. In
view of this, the company has extended beyond supply chain management and product
development excellence leading to the creation of the Shared Services Center with a vision
to leverage people, process and technology capabilities in the pursuit of customer delight,
continuous improvement and stronger internal controls.

The creation of a new function called Business Process Excellence will enable the company
to achieve a high quality level and operational excellence while meeting business needs
through improved efficiency and process effectiveness.

These initiatives will enable the company to meet its current earnings expectations, generate
growth in the medium and long-term and build a sustained high performing organization
with resilience.

A successful leap from intention to execution
represents the strongest case for corporate
sustainability. Every strategy is only as good as its
impeccable implementation, facilitating the
evolution of an intellectual exercise into an exciting
reality.
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When we heal the earth, we heal ourselves.

– David Orr
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Environmental
Footprints
At Dr. Reddy’s, the management of the environment is not an

appendage to its business; it is integral to it.

This commitment to the environment goes beyond statutory

requirements for an important reason: as a company we have

consistently believed that environment protection and enrichment

are not just preferred responses because the ecological fabric of

our world is now more fragile than ever, but because this is our

basic responsibility and we believe its protection is the right way

to do business. The company’s commitment is reflected in various

initiatives going much beyond the statutes.
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At Dr. Reddy’s, safety, health and
environment (SHE) has been
accorded an important corporate
priority – through the extension of
its commitment into an
institutionalized policy, the
identification of global standards
and the creation of a focused
department to ensure ongoing
review of compliance.
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As a responsible organization, Dr. Reddy’s has dovetailed statutory benchmarks with
commensurate systems for compliance leading to the meeting of basic human needs without
destroying the environment.

At Dr. Reddy’s, we have evoked a commensurate response to this challenge through the
following initiatives:

❃ The creation of a formal Safety, Health and Environment (SHE) policy

❃ The compatibility of an organizational structure with this policy, resulting in effective
and efficient management

❃ The sustainable improvement in environmental compliance through a framework of
strengthening targets and objectives

❃ The constant review of compliance with local and national requirements

❃ The extra-statutory reporting of our environment initiatives through a transparent
sustainability report

❃ The creation of an organization awareness on environment management reinforced
through need-based training and communication

❃ The creation of a management program that integrates SHE with all management levels

❃ The engagement of an ongoing dialogue on the subject of the environment with
employees, neighboring community and society

At Dr. Reddy’s, sound environmental compliance is also good business; resource conservation
is also operational excellence. The prudent connection of the two objectives has translated
into the optimal use of finite or scarce resources and the maximized leverage of available
technologies, leading to lower costs.
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Publication of
internal
documents
Apart from statutory compliance we
have our own hierarchy of corporate
documents comprising Directives,
Guidelines, Information. We measure
our performance against these
yardsticks. Through these documents
we continuously strive to raise the bar
to excel in SHE performance.

Sustainability Report 200444
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Management system
At Dr. Reddy’s, we have created a management structure that facilitates the implementation
of a focused SHE program. This structure comprises the following initiatives:

❃ A SHE head for each plant drives all SHE initiatives, reporting directly to the unit head

❃ At the corporate office, General Manager (SHE) conceptualizes, coordinates and drives
all activities of SHE. He reports  to the API manufacturing head for API related SHE
activities and to the Chief Operating Officer for SHE matters related to other strategic
business units

❃ Quarterly SHE reviews conducted by our Chief Operating Officer and Chief Executive
Officer along with the General Manager (SHE)

A comprehensive corporate documentation discipline represents the heart of a successful
SHE program. The documentation discipline to implement the SHE policy comprises the
following:

Directives: It tells ‘what’ needs to be done
Guidelines: It tells ‘how’ it is to be done
Information: It provides information on various topics of interest

Initiatives through suppliers
At Dr. Reddy’s, we recognize that the effectiveness of sustainability can be enhanced if we
work in close collaboration with our suppliers to help them integrate the elements of SHE
into their working and improving the quality of product or service delivered to us. In view
of this, the first line of our company’s suppliers are inspected for their basic statutory
compliance – license to operate and relevant governmental permissions. We also advise
suppliers with regard to SHE on a continuous basis and organize periodic meets to
communicate our stand on the subject.
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At Dr. Reddy’s, environmental performance has been measured across a number of parameters.

940.00
920.00

900.00

880.00

840.00

Water usage
Dr. Reddy’s  recognizes an emerging threat to
global water security. As an organization
committed to the responsible use of this
precious resource, we embarked on a number
of initiatives to rationalize its use, recycle its
use and measure its consumption across points,
places and people.

In view of this, we targeted a 15% reduction
in water use over three years starting from 2003
through the following measures:

❃ The installation of 250 water meters
facilitating measurement accuracy

❃ The incorporation of process reviews to
rationalize consumption

❃ The creation of awareness through poster
campaigns across units

As a result, while consumption increased only
by 2% in quantum terms, consumption per
unit sale declined appreciably.

At Dr. Reddy’s, there is as much of a focus on reduction
of pollution load as there is on the achievement of
financial and production targets. This objective has been
continuously achieved through the discipline of a
progressive benchmarking, prudent target setting and
ongoing review.
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Energy usage
The energy consumed in manufacturing and
administrative processes are derived from finite
sources. As a responsible organization,
Dr. Reddy’s  embarked on various initiatives
to rationalize its use, postponing its exhaustion.
These initiatives comprise:

1. Enhancing a respect for the conserved use of
non-renewable energy sources like coal and oil.

2. Enhancing an internal awareness on the
relationship between energy generation from
thermal processes and the emission of
greenhouse gas like carbon dioxide.

3. Enhancing an awareness to cap the emission
of SO

2
 and NO

X
 in the combustion processes,

which enhance acidification and eutrophication.

4. The appointment of Tata Energy Research
Institute, a premier energy management
institute in India, to review and suggest
methods to optimize our energy use. The
implementation of some recommendations
resulted in one of our units being presented
with an award for outstanding energy
reduction.

As a result, even as the quantum consumption
of total energy increased by 16%, the per unit
increase in consumption was around 7% on
account of the various infrastructure facilities
created for the treatment and recycling of
effluents as well as the creation and
upgradation of production facilities as per
cGMP standards.
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At Dr. Reddy’s, it is imperative to manage the
quantum and quality  of wastewater discharge
to mitigate its impact on the external
environment and protect corporate
sustainability. The discharge of wastewater is
measured in terms of quantity as well as quality
(chemical oxygen demand and total dissolved
solids). The wastewater streams are treated in
accordance with the standards prescribed by
the authorities like APPCB and MoEF.

At Dr. Reddy’s, wastewater throughput
declined by about 10900 cum in 2003-04 over
the previous year, a reduction of about 4%.

The discharge of COD increased by about 6%
in absolute terms in 2003-04 over the previous
year but declined when normalized to sales
turnover.

TDS discharge declined significantly by about
390 tonnes in 2003-04 compared to the
previous year, a 20% reduction in absolute
terms and a more than 30% reduction when
normalized to the sales turnover.

These improvements were derived through an
investment in multiple effect evaporators
comprising our holistic management of the
environment.

The above shows that considerable success has
been achieved towards a set target of 100%
recycle of industrial effluent from the API units.

Wastewater
discharge
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COD & TDS Load discharge
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At Dr. Reddy’s, diverse manufacturing
processes generate a quantum of hazardous
and non-hazardous waste. As a nature-
respecting organization, it is imperative that
we dispose off these wastes in a secure manner.
Over the years, we instituted a number of
responsible practices related to their disposal
including incineration, landfilling and recycle
to third parties wherever possible. These
initiatives have helped reduce hazardous and
nonhazardous waste by about 8% in quantum
terms in 2003-04 over the previous year.

Hazardous and
non-hazardous
waste disposal

The emissions of gases like carbon dioxide are
responsible for greenhouse effect. An increase
in industrial activity and energy demand has
consequently increased CO

2
 emissions. This is

true for Dr. Reddy’s as well and in view of this,
we have embarked on a number of initiatives
to reduce emissions.

Green house
gas emissions
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At Dr. Reddy’s, while every care may go into the
management of hazardous substances within our
control, an unintended event could well transpire
during the inward delivery of hazardous raw
material. The dangers inherent during this leg of
the production cycle is compounded by an
inadequate public infrastructure, material
management by untrained non-employees and
the employment of different contractors and
drivers by the vendor company. To mitigate the
impact of a probable mishap that could affect its
operational sustainability, Dr. Reddy’s  developed
a detailed  guideline on the “Transportation of
hazardous materials by road”.

The detailed guideline includes:

❃ A comprehensive check of each truck
carrying hazardous material before it  enters
the plant, covering not just material but also
related documentation like material safety
data sheets, emergency cards and
emergency telephone contacts

❃ Training for the drivers on safe on-road
navigation and emergency management

❃ A culture of escalating non-compliance with
guidelines by drivers to the transporters

A committed vigil has paid off; we reported a
compliance level of  85.2% in 2003 – 04, higher
than in the previous year.

Release of internal guideline Transport compliance check in progress

Hazardous material transport
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At Dr. Reddy’s we do not
perceive environmental
protection as a cost but as an
investment with an attractive
payback – not just in terms of
cash but also emotional
resources.
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Waste recycling
Over the years, a mature approach towards waste management has extended from the
responsible treatment and disposal of discharged waste to the formation of effective linkages
so that the waste of a discharging company effectively constitutes the raw material of the
other.

At Dr. Reddy’s, we have extended this progressive trend into reality. As a result, more than
79% of the waste generated by our Miryalguda plant constitutes raw material or resource
for other industries.

Some of the initiatives reflecting the conversion of waste into resource by us comprise:

❃ In API Unit 1, Trityl chloride is being used in the manufacture of Losartan Potassium,
generating spent Trityl alcohol as a by-product. Earlier, the latter was disposed as waste
but recently we identified a vendor to convert waste Trityl alcohol into Trityl chloride for
reuse. The benefits of such an arrangement are: the wastage of spent Trityl alcohol has
been eliminated, the purchase of Trityl chloride has declined and there has been a decline
in waste disposal and raw material cost

❃ During the manufacture of Clopidogrel Bisulphate, Succinimide salt generated as a by-
product was disposed to a secured landfill. Recently, the production team at Dr. Reddy’s
successfully explored the use of this salt as a raw material for the manufacture of
N-Bromo succinimide. As a result, the waste has been converted into a resource

Sustainability Report 2004

Waste recycling initiative
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API Unit 5 ZLDP in operation (Miryalguda) API Unit 2 ZLDP under commissioning API Unit 6 ZLDP under commissioning
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A story of 100% recycling of
industrial effluent in all API units.
At Dr. Reddy’s, responsible corporate citizenship incorporates a sensitivity towards the
expectations of all our stakeholders – economical, environmental and social.

We recognize that these expectations can be successfully addressed not just through initiatives
that are usual but those that extend beyond statutes.

Our commitment to this extra-statutory compliance is most visibly reflected in our
environment performance. So even as the regulatory guidelines permit us to discharge
effluents into a common treatment facility or into the sea following adequate pretreatment,
as a responsible organization, we have embarked on 100 % effluent recycling units within
our API plants, an unambiguous commitment to sustainability.

In view of this, we commissioned the ‘zero liquid discharge plant’ (ZLDP) based on the
membrane technology at our Miryalguda plant in the year 2003, following which all
industrial effluents are treated in house and completely recycled. In the process, the plant
has emerged as a model in environment management within Andhra Pradesh; we are
delighted to report that the plant has emerged as an oasis of greenery as well as a sanctuary
for birds, bees and insects in the middle of the drought-stricken tracts of Nalgonda.

Drawing from the Miryalguda experience, we expect to convert  all API units – into a ‘zero
liquid discharge’ facility for a total investment of Rs.174 million. Following their
commissioning, all six API units will progressively become zero discharge units, recycling
100% of industrial effluents.

Multiple effect evaporator view RO plant
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RO plant under trials – API Unit 2

Director’s visit to ZLDP plant – API Unit 2COO’s visit to ZLDP plant – API Unit 2 Multiple effect evaporator – API Unit 2

View of RO Plant
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Zero Effluent Discharge
Process
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Earlier, most of the treated effluent at the Miryalguda plant of Dr. Reddy’s  would be stored
in solar evaporation ponds. The residue after the evaporation would be disposed off to
government authorized landfill sites.  However, since these became redundant following
the commissioning of the zero liquid discharge plant, the management made a daring
suggestion ... transform the solar pond area into a lush green area.

At first, the external community, used to the prevalent practice of other plants struggling
with effluent disposal, refused to be convinced that this could indeed be done. But when
the first stretches were transformed, their surprise increased. Today, all the solar evapora-
tion ponds have been transformed into greens for the benefit of the environment and
community.

More than the transformation of solar ponds has been the transformation in community
belief. As a responsible corporation, we take pride in making people believe that API units
can indeed treat and recycle entire effluent back into their plants, thereby setting a trend
and enhancing expectations for a cleaner world.

Transformation of solar ponds to lush green lawns

We transformed both...pond
and people

Sustainability Report 200458
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At Dr. Reddy’s, we believe that while it is imperative to set high internal standards, it is
important to get these periodically appraised and approved by external agencies who serve
the role of an impartial umpire.

In view of this, we have a fair performance to report.

The comprehensive environmental management system of our Generics plant was recog-
nized through the ISO 14001 certification and the OHSAS (Occupational Health and Safety
Assessment Series) 18001 certification.

Since the International Organization for Standardization did not present a standard on
occupational health and safety management systems, various certifying bodies, which had
their own respective benchmarks, converged them into a unified standard. This OHSAS
standard was jointly published by 16 certifying bodies in 1999.

The OHSAS standard focuses on a continuous improvement in safety performance just as
the ISO 14001 focuses on environmental management system. The former entails an
identification of miscellaneous hazards arising from organizational activity, their analysis,
mitigation, compliance with relevant legislation and loss control.

The ISO 14001 and OHSAS 18001 are voluntary initiatives that we have undertaken to
continuously enhance our compliance with a progressive mindset. Our ongoing re-
certification is a testimony to our comprehensive management programs leading to a
continuous and all-round SHE improvement.

Certifications:
ISO 14001 and
OHSAS 18001
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Translating intent into
implementation
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VFDs for chilling units and cooling towers

Intermediate controllers for compressorsFlat belts introduced instead of V belts Servo transformer reduced power consumption by 11%

Pressured power pumps for steam condensateMonitoring steam fuel ratio for boiler efficiency
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Green is
competitive
Reduction of over 500 tons of
CO

2
 emissions and an annual

saving of Rs. Six million.
A success story in our plant

Carbon dioxide is responsible for half the impact brought by the proliferation of green
house gases. About two thirds of all the carbon dioxide in the atmosphere is emitted from
the combustion of fuel, a byproduct of industrial development. By inference, energy
conservation represents the most decisive initiative in the control of carbon dioxide and
hence, global warming. Over the years, Dr. Reddy’s  has responded positively to this challenge
with a number of focused initiatives. Result: we successfully rationalized the emission of
an estimated 500 tons of CO

2
 in the Generics plant, generating an annual saving of Rs. Six

million and winning a prize in energy conservation from the CII.

National Award from CII

Award for energy conservation from CII to Generics
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No challenge is too daunting and no conservation
initiative too insignificant. This obsession for the
micro as a part of a broader respect for the macro
has translated into an ongoing culture of process
re-engineering with the objective to optimize raw
material consumption and cost across our various
manufacturing plants. These various initiatives
generated savings in excess of Rs. 7 million,
reinforcing our belief that ‘green is competitive.’

❃ Tributyl tin Chloride (TBTC) was a
hazardous raw material used in the
manufacture of Losartan Potassium
(anti-hypertensive). A rationalized
use of this dangerous material
continued to be an ongoing challenge
for our research team. Over time, the
team worked in tandem with the
shop floor engineers to successfully
substitute its use with the safer zinc
chloride, enhancing process safety.

❃ The recycling of material is a
continuous exercise – across a
number of products. For instance,
L-Camphorsulfonic acid was used as
a raw material in the manufacture
of Clopidogrel Bisulphate. The
mother liquor generated in the
filtration process contained the waste
L-Camphor, which needed to be
treated in an effluent treatment
plant. In response to the need to
rationalize costs, our research team
successfully converted L-Camphor
mother liquor to L-Camphorsulfonic
acid, which was recycled back into
the production cycle, transforming
waste into wealth.

❃ The research team was confronted with the
challenge to mitigate the use of hazardous
chemicals like Methylene chloride and
Dimethyl sulfate in the manufacture of
Clopidogrel Bisulphate (anti-thrombotic). The
team responded positively: it not only phased
out the use of these materials, but also
additionally eliminated the use of Hydrochloric
acid and Soda ash, reduced the process cycle
time from 100 hours to 24 hours and
rationalized the monthly generation of
wastewater by 10 cubic meters. Demonstrating
unambiguously that cleaner does not only
mean ‘greener’ but also more profitable.

❃ Sodium cyanide represented one of the raw
materials used in the synthesis of substrate.
While working in the acidic media, the
evolution of hydrogen cyanide was
expected. Faced with the need to substitute
cyanide with suitable benign material, the
Technical Development Center has identified
a suitable alternative, completely eliminating
the possibility of HCN evolution.

❃ A substantial reduction in the consumption
of solvents and raw materials in the
manufacture of N- Dibenzyl ethylene
diamine diacetate translated into a cost
reduction to the extent of more than 15%.
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As a condition of operation, the state and environmental authorities prescribe certain limits
related to relevant parameters. The monitoring as prescribed by these authorities was carried
out at a regular interval, internally by us and externally by third parties. The same is reported
to the environmental regulators as per requirements.

Pending Court Case and Compensation Paid
As reported in our last year SHE report, The Indian Council for Environmental Legal Action
filed a writ under Article 32 of the Constitution of India against Govt. of India, Govt. of
Andhra Pradesh, Andhra Pradesh Pollution Control Board. About 170 industries located in
and around Hyderabad city in the Andhra Pradesh State are respondents to this case, which
includes four of our manufacturing facilities. This case was originally filed in the Hon’ble
Supreme Court of India and subsequently it was transferred to the Hon’ble High Court of
Andhra Pradesh (Hon’ble Court) in 2002.

During the reporting period, the Hon’ble Court has issued the order dated 25th September
2003 to form a Fact Finding Committee and to submit a status report with certain terms of
reference as prescribed by the Hon’ble High Court. In this connection, the Fact Finding
Committee visited the respondent industries including our units. The committee in its report
submitted to Hon’ble High Court of Andhra Pradesh indicated that our units are functioning
satisfactorily.

As per the order of The Hon’ble Court the respondent industries are required to bear the
expenses for the working of Fact Finding Committee and as a part of those expenses, we
have paid INR 0.18  million to the Andhra Pradesh Pollution Control Board. During the
reporting period, the total compensation paid by us as a respondent industry in the above
mentioned case, was Rs. 0.09  million.

Complaints Received
During the reporting period, we have received six complaints, of which five were from
nearby population and the remaining one from one neighboring unit. In the case of
complaints from the nearby population, in no case it was established conclusively that it
was due to the activities of our company.

The one complaint, which was lodged by the neighboring unit, pertains to minor leakage
from the effluent plant. For this, the state environmental regulator has issued us certain
directions which have been actioned upon since.

Statutory
Compliance
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Safety and Health
At Dr. Reddy’s, the safety, health and physical well being of people represents an important
driver of its sustainability. It guarantees an environment in which our intellectual capital is
adequately protected at all times, serving as an inducement for others to join.

This safety aspect has been captured in the incidence and frequency rates comprising a part
of the Safety, Health and Environment report. As a responsible organization, we are pleased
to report that both declined in 2003-04 over the previous year. As a forward-looking
organization, we are also encouraging the reporting of near misses as well with a view to
eliminate the root cause of accidents, representing the base of our safety pyramid.

In this respect, we are pained to report that during 2003-04 there was a fatal accident at a
construction site of one of our plants. Our accident analysis reflects that in spite of the best
efforts, the extension of a high standard of safety to our construction sites is often challenging.

In view of this, we have implemented an internal guideline for contractor safety, a training
manual for contract workers covering job safety, tool inspection and other initiatives.

As an additional initiative, all our manufacturing locations are adequately equipped with
occupational health centers. During 2003-04, there was no incidence of occupational health
problems. Medical checks were carried out regularly and workplace monitoring was a routine
activity that ensured that exposure limits were not exceeded.

Sprinklers for the solvent yard Medical check under progress at OHC

At Dr. Reddy’s, we consider the people who work
within our plants and those who live on its external
periphery as an intrinsic part of our definition of
the environment.  As a result, their safety and health
is of as much relevance to our business as the
management of the environment.
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Mock drill in progress
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To reinforce safety, we recently commissioned STOP (Safety Training & Observation
Program), the licensed safety training program from DuPont, at API Unit 2. STOP is aimed
at improving shop floor employee compliance across diverse operational practices through
measurement, record and feedback.

The STOP Team of API Unit 2

Contract workers management
At Dr. Reddy’s, we believe that it is the collaborative responsibility of the contractors and
our company to maintain a level of desired plant safety. As a first step, we educated
contractors and subcontractors on the safety compliance expected of them in personal
protective equipment, house keeping, equipment and machinery use, electrical safety,
machine guarding, floor openings, gas cylinders, movement of equipment and machinery
and handling emergency situations, accidents and first aid. This information has been
comprehensively documented in our ‘Safety Guideline for Contractors’, which is issued to
contractors. The guideline specifies the various statutory and training requirements that
the contractors need to achieve before embarking on an assignment. All the contractors are
required to sign the form attached to the guidelines and can begin work only after a necessary
approval has been received from the plant SHE head. Any non-compliance with this
guideline invites monetary penalty and in the case of repeated deviations, a termination of
the contract.

STOP...for safety
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Best performing API unit-Unit 4 (JDM)

Sustainability Report 2004

National
Safety Day
celebrations

Domestic safety award

SHE score cards
for API units
To drive accountability and to encourage a spirit of
healthy competition, our API units developed a
customized measurement approach for SHE
performance. In 2003-04, API Unit 4 (Jeedimetla)
was judged the best performing unit in this regard.

Safety champion award – API Unit 3 Exhibition on Fire Service Day- API Unit 5Fire fighting exercise
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World
Environment Day
celebrations

Planting a sapling at FM 2

Environment day celebration at FM2 Plantation drive at FM 1 on 5th JuneMr. G.V.Prasad at Miryalguda – API Unit 5 Environment day celebrations – Generics
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It’s not important how much you give.
What’s important is that you give – be it just a thought,

a few minutes, a word, or a deed.
-Dr. K. Anji Reddy
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Social
Responsibility
In recognition of the conviction that the prosperity of communities is
integral to the success of a business enterprise, social responsibility is
now higher on the agenda of companies than ever before.

At Dr. Reddy’s, we take pride in the fact that our products and what
they are intended to achieve represent the core of social responsibility
– to help people lead healthier lives. The company achieves this
objective through increased access and affordability of its generic, API
and branded generic products and addressing unmet and under served
medical needs by innovation through its Specialty and NCE businesses.

At the company, social responsibility does not just cover the
community, but also employees. This re-interpretation has happened
for an important reason: society represents a mix of employees and
non-employees. By including employees in our definition of social
responsibility, the company has demonstrated that no initiative can
succeed unless the initiators of the improvement do not figure among
the beneficiaries themselves. Besides, this liberal interpretation is an
ongoing reminder that what the company intends to practise across
the community must be conclusively demonstrated first within the
company.

It is this comprehensive address – employees to communities – that
enhances the impact of the company’s social initiatives, strengthening
its case for true sustainability.
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An organization is only as good as its people. At
Dr. Reddy’s we realize that investments in people
drive new ideas and capabilities, making
organizational growth sure and sustainable.

Sustainability Report 2004

As a result, an investment in people probably has the greatest impact on corporate
sustainability.
As on 31 March, 2004, Dr. Reddy’s employed over 5,700 people across the globe. An
international presence has translated into a diverse global workforce from over 35
nationalities. Local talent brings with it geography-specific perspectives and sensitivity in
decision-making.  In addition to this, the balanced ethnic mix acts as a rich melting pot of
ideas, energy and enthusiasm, enhancing a distinctive competitive edge and sustainability.

Head Count as per Gender

WL Group Female Male Grand Total
Sr Mgmt 3 101 104
Mid Mgmt 30 419 449
Jr Mgmt 105 1619 1724
Staff 131 1946 2077
Trainee 108 550 658
Workmen 45 681 726
Grand Total 422 5316 5738

❃ 7 out of 17 Management Council members are of foreign nationality
❃ 920 employees outside India – about 860 foreign nationals and about 60 expatriates

The diverse workforce at Dr. Reddy’s

Employees by region 2003-04

At Dr. Reddy’s, people represent the foundation of our endeavor to achieve our global
aspirations. The building blocks of our HR model are represented by innovation, globalization
and entrepreneurship, merged with our business goals and our strategy, they lead us towards
our vision.

Dr. Reddy’s provides a progressive global approach towards all its people processes and
firmly believes in the principles of equal opportunity. Besides ensuring no discrimination
on the basis of gender, race, origin or religion while hiring, we staunchly promote meritocracy
based on talent, qualification and ability.

In accordance with the Americans With Disabilities Act and comparable state law, Dr. Reddy’s
makes reasonable accommodations for qualified individuals with known disabilities unless
doing so would result in undue hardship to the operations of the business or would create
a direct threat to health or safety.  This governs all aspects of employment, including selection,
job assignment, compensation, discipline, termination, and access to benefits and training.

Dr. Reddy’s is also a fair and impartial organization. Employees with questions or concerns
about any type of discrimination in the workplace are encouraged to bring them to the
company’s attention. Employees can raise concerns and make reports without fear of reprisal
or retaliation. Anyone found to be engaging in any type of unlawful discrimination could
be subject to disciplinary action, up to and including termination.
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Recruitment and talent
management
Dr. Reddy’s draws talent from across the world through campus as well as lateral
intra-industry recruitment. The company’s recruitment efforts have been specifically focused
on the corporate priorities of innovation, entrepreneurship and globalization in the last
few years. All recruits are inducted through a structured holistic induction program that
familiarizes them across various functions, units, businesses, brands and industry issues.
We have institutionalized processes like job rotations and cross-functional assignments to
develop and optimally utilize our human resources.

Compensation and rewards
Dr. Reddy’s aims to be an employer of choice. As part of our employee value proposition,
we offer a competitive compensation package to attract, and retain a qualified and talented
workforce.

Compensation levels are defined by the experience, skills and knowledge that individuals
bring to their roles and are primarily determined by the functional role and extent of
responsibility. We balance internal equity and market competitiveness within the boundaries
of financial feasibility. Our compensation philosophy also provides for higher rewards for
outstanding performance.

Dr. Reddy’s believes in the collective impact of a sense of belonging and ownership and the
company has reinforced this through an Employee Stock Option Plan covering employees
eligible under this scheme.

Performance enhancement
and coaching
At Dr. Reddy’s, we manage individual performance through a tool developed in-house that
we refer to as PerfECT. The Performance Enhancement and Coaching Tool (PerfECT) is focused
on employee development. Performance rating is an important part, though not the primary
aim of the PerfECT process. The functional superior takes over the role of a mentor or coach
responsible for the development of an employee. The focus is on performance improvement
and aligning the employees with organizational strategy and values.

Employee well-being
Dr. Reddy’s maintains in-house dispensaries at all its manufacturing facilities. In addition
to this, the company also offers several other benefits towards employee well-being. We
organize annual health check-ups for all employees and their family members. A customized
Group Mediclaim Policy, Group Personal Accident Insurance, Group Superannuation Policy
with risk coverage, Group Term Life Insurance and Employees Benevolent Fund Scheme
are some of the other health benefits extended by the company towards our employees. As
a result of these schemes, all employees of Dr. Reddy’s and their immediate families enjoy
access to around 2,000 hospitals across India through the third party administration of
medical insurance.
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Activities at Ankur
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‘Ankur’ means sprout in Sanskrit, symbolic of growth through transformation. It is also the
name of Dr. Reddy’s virtual corporate university. Its vision is to make Dr. Reddy’s a ‘learning
organization’ by involving people, i.e. employees, families, customers and other stakeholders.

Since its inception in 1998, Ankur has grown and evolved into a strategic business partner
by bridging competency gaps, inspiring leadership development, values deployment and
culture building. The Ankur team includes a corporate learning and development team,
Business Unit representatives, technical training and sales training teams.

Ankur provides formal training opportunities, leadership development opportunities and
organization development initiatives in addition to reaching out to employee families.

Formal training opportunities
Being a knowledge-based industry, Dr. Reddy’s has made a conscious effort towards creating
and nurturing a learning environment. The company recognizes the importance of building
strategic capabilities, bridging competency gaps, scaling-up the talent pool and working
towards it in a structured manner.

Ankur has developed in-house technical training programs in critical areas like Intellectual
Property Management, Project Management and Regulatory Affairs. It frequently conducts
training programs for all other technical functions. In addition to this, the company provides
employees with opportunities to pursue courses like a Masters degree in Pharmaceutical
Chemistry and MS in Pharmaceutical Operations Management from Birla Institute of
Technology & Science (BITS), a premier Indian institute for higher education.

At Dr. Reddy’s, our ongoing priority is to strengthen our leadership base of the organization.
With this end in mind, we provide opportunities for managerial development through
various behavioral training programs as well as the opportunity to pursue a Masters in
Business Administration in collaboration with the Indian School of Business, Hyderabad,
and other select international universities. In addition to this, the senior management team
members also undergo a structured 3600 feedback process as a part of leadership
development.  The company also provides opportunities in cross-functional exposure
through job rotation and focused developmental assignments.

‘Ankur’:
The Corporate University of
Dr. Reddy’s
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Recognizing the critical role of people in organization building, Dr. Reddy’s has
institutionalized an annual Organizational Climate Survey (OCS). This is part of the
organization development initiatives by Ankur. This initiative serves as a formal medium
for employees to express their opinions on organizational strengths and areas of
improvement.

To ensure complete confidentiality and analytical impartiality findings, this survey is
conducted by an external agency.  This has encouraged greater employee participation: the
average response rate across the organization is 67%, with some locations reporting over
85% participation.

Currently, the focus areas for post-OCS action are Personal Development, Employee
Engagement, and Team Leadership. Mr. Satish Reddy, the company’s Chief Operating Officer,
is personally involved in the execution of the post-OCS recommendations across business
units. These include a focus on career planning, structured developmental inputs and
guidance, intra-business unit job rotation, the celebration of every small achievement and
regular communication forums like Open House at each location.

Reaching out to employee families
Ankur also has a Family Bonding Center, which is actively involved in conducting events
and programs for employees, their spouses and children. The programs are as diverse as
they are interesting. They include yoga, spoken English and music (vocal and instrumental)
classes. Tree plantation programs are included in events like ‘ Women’s Day’ and ‘ Children’s
Day’. Various quiz, debates, drawing and painting competitions are also organized regularly
for children.

The Center also arranges programs on relevant parenting issues like ‘Managing Examination
Stress ‘ and ‘ Managing Children after Vacations‘.

Organization climate survey

Children painting competition
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Celebrations – Spirit of Excellence
Excellence is the framework for our Corporate Values and the continuous pursuit in our
thoughts, words and deeds. We strive for it in every aspect of our work life. It is also the
basis for the theme of ‘SPIRIT OF EXCELLENCE’ in our annual event called Celebrations.

Celebrations is a major organization building initiative, and a celebration of our relentless
pursuit of excellence, motivating us towards even higher standards. A large number of
employees from across the organization contribute to the success of the event, displaying
exemplary dedication and teamwork in organizing the Awards Night and the events that
lead to it. There are a variety of run-up inter-unit events like badminton, carrom, table
tennis, cricket and volleyball. These culminate in the Carnival and ‘Awards Night’ on
consecutive days in January.

The Carnival is a fun-filled day for employees and their families. Besides a variety of exciting
games and contests, it also includes the prize distribution for the run-up sports events as
well as a lunch hosted by the company.

The ‘Awards Night’ is a grand event attended by over 14,000 people (employees and their
families), who converge to celebrate the achievements of excellence by our teams and
individuals through the Awards of Excellence.

The Chairman’s Excellence Award is given to individuals who have made an exemplary
contribution to the organization in any sphere. These include initiatives beyond the call of
duty, out-of-the-box thinking, substantial value addition to the organization, significant
institution-building initiatives and exemplary demonstration of living and championing
the organizational values.

Best Team Awards are given to teams across functions and locations and include awards
like Best Team Initiative Award, Best Innovation Team Award, Best Quality Driving Team
Award, Best Service Excellence/Customer Orientation Award, Best Managed Workplace
(non-manufacturing) Award, Best Unit Award, and Best Team Contribution in Social and
Environment Award.

In addition to the awards of excellence, the night also includes scintillating performances
by renowned artists of international repute.

Mr. G.V. Prasad inaugurating the carnival Entertainment  at Celebrations 2004 Environment award – 2004 for API unit–5
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External accolades

❃ Among top 25 Great

Places to work by Grow

Talent

❃ Special recognition for

creating value to society

through its philosophy,

products and services by

Business Today-Hewitt

❃ Best Innovative HR

Practices by Center for

Change Management

❃ Innovative HR Practices

award in pharma-

ceuticals by World HRD

Congress

❃ 13th Best employer by Business
Today-Hewitt

❃ Outstanding performance in
building a world class organization
through Total Employee
Involvement by NIPM

2003

2002
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Dr. Reddy’s featured in India’s first-ever list of Top 25 Great Places to work in. The five-
month long survey was conducted in 2003 by the Grow Talent Company in collaboration
with Business World and the Great Place to Work Institute, Inc, U.S.A.

Over 120 reputed companies across India participated in a study covering over 20,000
employees.

V
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Yanam is one of the regions in the Union Territory of Pondicherry, in South India with a
population of 31,362. A majority of the population in the area is  involved  in  agriculture
and fishery, with a mere 3% working in other industries.

Dr.  Reddy’s  set  up  a  formulations  manufacturing  facility in Yanam in January  2001.
The organization structure of this unit was designed to have only  three levels, the Plant
Manager, the Hand Holding Team (HHT), and the Self  Managed  Team  (SMT). The aim
was to create a lean structure that could overcome   the   drawbacks   that   come   with
traditional  multi-layered organization  structures  and  create  a  nimble,  flexible, responsive
and efficient  team. The  SMT  was  to  be  a  multi-skilled, self directed, autonomous and a
fully empowered work team.

Dr.  Reddy’s  recruited young undergraduates from Yanam and the neighboring regions  of
Kakinada,  East  Godavari and West Godavari through a rigorous recruitment  process.  40
bright young recruits were then put through an intensive  systematic  training  and  induction
program  that  included  behavioral training,  industrial  visits,  and  six weeks of classroom
training in a local College of Pharmacy.

The SMT then began training on-the-job in the manufacturing unit, under the guidance
and  supervision  of  a carefully selected Hand Holding Team. The team quickly assumed
complete responsibility of the plant and now has many achievements  to  boast  of,  including
the Chairman’s Excellence Award for the Best Manufacturing Unit. The team won the
award for successfully standing up to the challenge  of  delivering  over  150%  of the units’
installed capacity.  With  the  help  of  a  new concept of Visual Controls, the unit achieved
158  million  record  production in a planning month, the highest ever  production  achieved
in the history of Dr. Reddy’s. The unit has also set an exemplary track record of a zero loss
of production due to an absence of violations since the commencement of its operations.

To  ensure  that  the team does not lose out on pursuing further education, Dr.  Reddy’s  in
collaboration  with Dr. B.R. Ambedkar Open University organized  for  a  three year Bachelor
in Science distance learning program for the SMT. All members of the team have successfully
completed the first year of the course.

The  SMT  is  now  also  involved  in  community  development programs like planting trees,
organizing  blood  donation camps, cataract eye operation camps and raising funds for local
old age homes.

Generating
employment –
A case study in Yanam
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“During my college days I wondered why Dr. Reddy’s was so popular on campus for a
job placement? Now that I am a part of this company I think I have the answer. Here
learning, work and application go hand-in-hand at all levels. It is no wonder that
everybody here is always charged up and raring to go! “

Vikrant Arun Adsool
Technical Trainee

...........................................................................................................................................................

“Dr. Reddy’s has provided me with tremendous learning opportunity. Being my first job,
I was nervous about adjusting to a corporate environment. But everyone here  is
receptive to new ideas and initiatives.The work environment is warm, vibrant and
friendly, helping me feel at home instantly.”

Sherin Panakkal
Corporate Finance

...........................................................................................................................................................

“Dr. Reddy’s fosters both professional and personal ambition and with an ambience that
encourages people to strive for the best.”

 Indu Bhushan,
Research & Development

...........................................................................................................................................................

“Ankur, our learning Center, has provided me an opportunity to hone my skills in
business and technical expertise, adding value to my work.”

Pushkar Lakhekar
CTSD

Employee speak
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At Dr. Reddy’s, its investments in
the communities of its presence
have extended beyond the ad hoc
disbursement of charity to a
planned program in capability
building, helping extend the
sporadic to the sustainable.
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At Dr. Reddy’s, social responsibility represents an integral component of sustainable
development. As a corporate citizen, we not only aid the community through
livelihood projects but also support educational, health care and projects for the
disabled.

Reaching out to communities

81

Business

practices

Values, in
ternal

standards and

management

systems

Employee

initiatives

Fostering

volunteering spirit

among the employees

External
involvement

Support ecological,cultural and social
projects
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Man is a child of his environment
~Shinichi Suzuki
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At Dr. Reddy’s we believe that for any development to be sustainable, people need to be
empowered to support themselves in the first place. The company also believes that in
every human being and organization there is a latent need and capacity to “give back to
society”. It is with this perspective that Dr. Reddy’s Foundation for Human & Social
Development (DRFHSD) was incepted in 1996. To make this a reality, the foundation fosters,
develops and promotes initiatives at the individual, group and organizational level; this is
helping sustain the environmental and economic development of individuals, groups and
society at large. Over the years, the foundation has helped alleviate poverty through the
promotion of quality education programs linking learning and livelihoods.

Linking life, learning and livelihoods
The first DRFHSD program – Child And Police (CAP) – was conducted in partnership with
the police. The project identifies working children and school dropouts, puts them through
a remedial education course and places them in formal, mainstream government schools.
This project, now christened ‘CAP-SCOPE (School Community Partnerships in Education)
Project’ has emerged as a collaborative model between corporate-NGO-government-citi-
zen groups in the field of child labor rehabilitation as well as school competency develop-
ment in the area of quality education.

❃ During 1998, the CAP project was initiated with 300 former child workers
❃ In 2003-04, CAP commissioned residential and non-residential bridge schools benefitting

over 3000 children
❃ The program now covers over 7000 children removed from working conditions, 130

urban communities, 115 schools, 600 teachers and over 25,000 students
❃ The program directly mobilized and mainstreamed 6234 children – 62% girls, through a

formal bridge school leading to a formal government school
❃ The project reaches out to over 20,000 children in 120 government schools and 150

slum communities in Hyderabad and urban Rangareddy districts with a quality education
program

Dr. Reddy’s
Foundation for
Human & Social
Development

The first three years were pure experimentation – feeling the way, understanding how a
difference be made. When the Foundation had the first 300 children removed from
hazardous working conditions and supported the north zone police in their rehabilitation
at the bridge school, it seemed it had made a difference. Thereafter several questions
emerged:-
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This lead to the understanding that while DRFHSD could feel satisfied with what was being
done, it could achieve wider and lasting effects if it only understood what needed to be
done and how along with those who could really make the difference. The answer: moving
the Foundation’s intervention from a mere support of the coordinated child right’s program
towards  a more child centered, family-oriented, school community based long term program
called CAP-SCOPE -the school community partnership in education.

In allowing the programs the freedom to evolve, in being flexible in its approach, by investing
in innovative strategy and in believing that collaborative stakeholding is the most feasible
platform, the Foundation is moving today from a “doer” to an “enabler” role, demonstrating
sustainable program for children and youth at risk. A clear illustration here is the proven
sustainability of the CAP project- the intervention has evolved into a comprehensive multi
-stakeholder  catalyzed by the Foundation.  The intervention has the involvement and
leadership of the participating stakeholders- children, youth, teachers, parents and the
local community businesses, mentoring and active participation of the police and education
department, and has on the program staff professionals as well as community representatives
who will manage and maintain the on-going processes. The project has evolved into
institutions with clear and agreed objectives and mission, with structures in place to ensure
continued resources, support and maintenance, strong people’s institutions including a
children’s council, with in-house skills and leadership to meet the on-going objectives.

Today at the Foundation, we understand what we are trying to make sustainable.  Critical
to the Foundation’s learning curve has been its core values besides processes and actions
that reflect those values? Seven years has made DRFHSD sustain many an intervention or
program or institutional mechanism. This is because everyone at DRFHSD has subscribed
to and upheld the values and vision and mission that upheld transparent governance and
processes.

❃ What about the children’s future after the transitional camp the Foundation was
supporting? What about continuation of support for their learning?

❃ What about the questions affecting issues of their families and their livelihoods?
How could these children be prevented from going back to work?

❃ How does one reach out to girls and minorities who are even more disadvantaged? How
can the Foundation actually make a difference?

❃ How can these families be supported to find alternate and additional income sources?

❃ How should the Foundation reach out to the many thousands of such children who
require help? Is providing food, clothing, shelter and education support for a few hundred
children the most effective way or should one try to create enabling
environments to help all children in a more sustainable manner?
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“I might have continued selling peanuts for the rest of my life...”
“I studied upto class VII and dropped out to sell peanuts. My father, an
auto rickshaw driver, earned about Rs. 2,500 per month and we could
not afford education any further. I might have continued selling peanuts
for the rest of my life had it not been for the Kallam Anji Reddy Vidyalaya
where poor children are provided assistance. I was admitted in its ninth
class, my younger brother in the seventh. Last year, I passed my class X
Board examinations with 50% marks and joined a two-year course in
Catering and Restaurant Management in Kallam Anji Reddy Vocational
Junior College. In my first year of college, I secured 70% marks and
represented CAP Project in International Conference on Child Labour
held in Australia in November 2003, one of only two children from India.
What’s more, my college teacher helped me get a job at Country Club
where I work after college and earn more than Rs. 3,000 a month. My
goal is now to become the General Manager of a five-star hotel in
Hyderabad.”

“My father is a fruit / ice-cream vendor in Erragadda and earns only
Rs.1,800 per month to support a family of seven. I dropped out of school,
took to painting car numbers 18 hours a day, seven days a week – for
Rs.500 per month. A police constable pulled me out and enrolled me into
the English medium Kallam Anji Reddy Vidyalaya at Chandhanagar where
I secured 75% marks in my class X examinations and topped the school in
2002. Through a selection process I was selected by the CAP project as part
of an eight-member team to learn the art of filmmaking and make a film –
‘Viddhi Balalu’ – on child labor. Thereafter, I was professionally trained to
edit, following which I was selected to participate in the UNICEF’s butterfly
program in wallpaper design. After completing my class X, I discontinued
my studies for a year after which I joined the Kallam Anji Reddy Vocational
Junior College and joined a two-year course in automobile engineering. I
topped my stream with 82% marks. Now I am in the final year and in the
evenings work for six hours at Venkanna Motors in R.C. Puram to support
my family. I was inspired by the book ‘How to be an entrepreneur’ and
want to set up a lathe machine factory for turning, milling, fitting and
surface grinding. I want to run this industry in a clean and green way and
get orders from big companies. I am already reading books on lathe
machines. I believe I can do it.”

Sustainability Report 2004

K. Riyaz

S.K. Moosha
Pasha.
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LABS
The Livelihood Advancement Business School (LABS) is a new-economy livelihood
promotion program designed for school dropouts/unemployed secondary school graduates
/street youth/retrenched workers/migrant youth/resettlement community members from
the poorest population segment. It now has as its Aim: Facilitating one million youth access
livelihoods by 2010.

LABS encourages young adults to seek employment, support their families and encourage
their siblings to go to school. Under the LABS program, unemployed boys and girls (age
group of 17-25) were screened and, depending on their aptitude and interest, were enrolled
for various courses. Supported by Dr. Reddy’s and catalyzed by the Dr. Reddy’s Foundation,
LABS exemplifies the best of corporate-government-citizen participation. LABS offers three-
month courses in new economy sectors such as IT-enabled services, hospitality, customer
relations, sales, health care, nursing assistance, auto mechanics (two and four-wheeler),
garment manufacturing, house keeping, driving, financial and business services and back-
office operations.

The LABS program, commenced with nine youngsters in 2000, has subsequently provided
livelihoods to more than 15,000 unemployed youth across 47 centres and seven states. In
2004, the initiative went international with LABS Vietnam.

❃ Operational across 47 centres in seven states, LABS covers all major Indian
metropolitan cities, small and medium

❃ LABS facilitated over 10,140 livelihoods in 2003-04, a 202% growth over the previous
year

❃ LABS facilitated over 20,000 livelihoods in three years, each generating not only
confidence in the youth to believe in themselves but also reinforcing family incomes

❃ 74% of trained youngsters were placed with corporates and businesses in the
country through B2Y network placement cell

❃ 124 students were trained in Vietnam under the first overseas LABS initiative and
were all placed. The second batch of 150 youth has now commenced

❃ 68% of all LABS alumni move to better jobs within one year and salaries increased
by 32%; emerged as the highest earning members of their families

❃ Before joining LABS only 12% had completed class XII and only 16% had completed
class X, post LABS, 82% of the alumni went in for higher studies

❃ 67% of the alumni invested in the education of their siblings
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My father is unemployed and we depend on my grandfather’s pension.
I passed my class X, joined LABS – Delhi and completed a CRS course.
I applied for the job as a Marketing Executive at TATA INDICOM.
Initially they did not select me because they felt that a woman would
not be able to stand up to the rigors of the job. Later, they asked me to
prove my capability with a target of 25 sets. I surprised them by exceeding
the target during my first month. I am now earning Rs.4,500 per month
plus incentives. I am now helping to set up a PCO and STD telephone
booth for my unemployed father!”

Bharat Shinde is a street-smart 20 year old. He was compelled by his
father’s death to join his brother-in-law’s struggling business of selling
spectacles in the slums of Bhandup. Bharat learnt about LABS – Mumbai
through a social worker. He enrolled and was selected for the hospitality
course. Today he is working with the five-star Hotel Orchid (first eco-
friendly five-star hotel in Asia) as an apprentice in the Food & Beverage
service department earning Rs. 2,500 a month. His goal in life is to
become a Food & Beverage Manager in a five-star hotel.

“I cleared class X in my fourth attempt. Our family of six survived on
my father’s monthly pension of Rs. 1,500. When I heard about LABS, I
sat for its aptitude test, which indicated that I was suitable for a career
in IT. Today, I am working for e-seva. LABS has helped people like me
succeed through a sensitive approach that matched our preference and
capability. LABS has not only changed my life but my lifestyle as well!”

Heena Rani

Bharat Shinde

Kirti Buchake
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Even as Dr. Reddy’s was the sole supporter to the LABS program, today, the spread of the
innovative workplace preparedness learning program for disadvantaged youth has moved
to eight states, over 50 destinations and to as far as Vietnam. It has several collaborators
and stakeholders who are taking this program beyond the first level of intervention by the
Foundation. It is not merely about spread, it is about innovation as well. For instance,
while the cost of the program was originally an unconditional contribution by Dr. Reddys,
it then brought in contributions by governments, other corporates and international NGOs.
Today, the magnitude and scaling up of LABS has led to innovation at its financial
sustainability level as well as educational loan portfolio, where financial institutions have
been convinced that employability skills training for these disadvantaged youth is a viable
loan product. As a result, it has taken the definition of sustainability to a next level of
understanding.

In working on a public -private partnership mode, particularly on long term missions,
there has always been the challenge of change in the leadership of the initiatives both at
the government and corporate stakeholding levels. However, the fact that both the flagship
programs – CAP Project and LABS – have moved beyond the first police officer, the first
district collector or the first corporate network mentor have been key pointers to the
sustainability of the Foundation’s efforts. The levels and degrees of consolidation, replicability
and scalability achieved have proved that while the “driver” may change, the “direction”
hasn’t changed.

The road traveled has several twists, turns and crossroads. However the road ahead is clear
and the long-term agenda defined: to invest in linking life, learning and livelihoods for
children and youth at risk, leading to a safer, and stronger young India.
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“Nearly one out of four Indians live below the poverty line. To my mind, this equation holds the key to
India’s most devastating form of human suffering – poverty. It means, that for every poor person, there
are three others who can help.” – Dr. K. Anji Reddy, Chairman

Naandi is an autonomous, not-for-profit trust, which means “the beginning”. It is co-founded
by Dr. Reddy’s. In the six years of its being, Naandi has impacted 15,000 women, 18,000
farmers, 2,18,000 tribals and 8,10,000 children – over a million under served people in the
country.

Dr. Reddy’s Chairman, Dr. K. Anji Reddy, is also the Chairman of Naandi Foundation, and
has been spearheading all of Naandi’s development innovation to improve the quality of
life of the poor. As a co-founder, the Dr. Reddy’s team has contributed many times over in
the success of Naandi’s efforts through the Power of 10. This mechanism, again devised by
Dr. K. Anji Reddy, through which every employee actively contributes Rs. 10 or more each
month to support Naandi’s initiatives for the under served.

Naandi... the
beginning
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Anjiah belongs to the Korampally village in the Medak district of AP. A
farmer with a marginal holding of two-acres, Anjiah had been forced
to leave his village in the face of continuing drought and eke out a living
in a neighboring village. Korampally, interestingly, happens to be a
village with a lift irrigation – gone defunct – built for sourcing water for
irrigation from the nearby perennial river for farmers like him.

Naandi Foundation’s Lift Irrigation revival initiative – there are 85
such schemes across six Andhra districts and for the first time the state
government signed an MOU with a non-profit organization to revive
public assets – helped reverse the reality.

The scheme encouraged farmers to act as micro-entrepreneurs and
manage the revived irrigation system as a business unit. The result was
a community ownership of an economic asset and the creation of a culture
of water management.

This increased yields. Anjiah has become a part of the farmer’s society
that manages the scheme today and has already harvested the first paddy
yield this year. “I will go in for a second crop. That adds up to more
than Rs.16,000 this year!” says a relieved man who has come back
home from penury.

Anjiah

❃ Over 50 farmer schemes (of the 85 that the state officially handed over to the
Naandi Foundation) have been revived by Naandi in 2003-04

❃ This has benefited 10,000 farmer families

❃ Naandi’s Support our Schools initiative works with close to 2,000 government
schools all over Andhra Pradesh
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With a mediocre record in academics at Asifnagar Government School,
Vamsi’s father felt that the time had come for him to leave the classroom
and learn a trade.

That is when, thanks to the Support Our Schools initiative of the Naandi
Foundation, Vamsi discovered chess. As innovation in the classroom
and extra-curricular activities began to be encouraged Vamsi found his
passion and discovered that he was good enough to beat most people.
His interest in chess spread to his studies as he began to make a renewed
effort to get back to academics.

Suddenly everyone in school looked up to Vamsi as the school champion.
For his outstanding performance in chess, the All England Badminton
champion, Pullela Gopichand, an ardent supporter of education for
children in government schools, presented him a cash award on behalf
of Naandi. Vamsi immediately bought himself a bicycle.

Today, the Support Our Schools initiative of Naandi Foundation works
with nearly 2,000 government schools all over Andhra Pradesh so that
children such as Vamsi can cycle their way to their school each morning
– proudly.

Vamsi
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“Making profits is all very well but what are we doing for society?” was the voice of concern
from a factory worker at Dr. Reddy’s, which proved to be just the inflection point leading to
the Naandi Foundation-Dr. Reddy’s collaboration dedicated to inspiring people to make a
difference to society irrespective of the size of their salary.

The Power of 10 – derived from the voluntary donation of Rs. 10 or more a month to
Naandi by 4,000 employees of Dr. Reddy’s, worker to chairman – has initiated innovative,
pilot projects in the areas of education, hunger prevention, tribal neglect, drought impact
and child vulnerability.

Naandi is upscaling its operations from 10 districts in Andhra to 15. The greatest vindication
of its contribution is that the Governments of New Delhi, Madhya Pradesh and Bihar have
approached it to make their state classrooms hunger free through the midday meal and to
make education for all – especially girl children – a reality.

As a result, what started off as a simple monthly contribution of Rs. 10 for the needy has
become a movement extending to organizations like the Road Transport Corporation and
the prestigious Indian School of Business.

The Power of 10 makes Naandi

Support Our School (SOS) program: At Dr. Reddy’s, we recognized that a monthly
contribution of Rs. 10 did not absolve us of our community development responsibility,
but only increased our commitment. An evident opportunity was in the improvement that
could be made in government education institutions. What started with us adopting a
school extended to almost a dozen companies adopting schools and creating a better learning
environment. This collaborative model – government and society – helped Naandi extend
its presence to 300 schools in cities and 1,400 schools in three other districts.

Rural Sensitivity Training: As new recruits join Dr. Reddy’s, an innovative way for them
to get to know of one of our core values of harmony and social responsibility is through a
direct understanding of how the under- privileged live. Every year this is being done through
a Rural Sensitivity Training that takes the recruits into tribal heartlands where Naandi’s
project in the Araku region covers organic farming for the landless tribals and quality
education for their children.

Dr. Reddy’s employees
and Naandi

93

DRL_CS_Rprt_05010058_Fnl.p65 1/25/05, 3:27 PM95



Sustainability Report 2004

Give a hungry man a fish, you feed him for a day.
Teach him how to fish, you feed him for a lifetime.

– Confucious
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At Dr. Reddy’s, we have successfully extended the concept of social sustainability: helping
enhance community value not just through our direct intervention but also empowering
other institutions to play a positive role and invest in the communities of their influence. It
is with this perspective that the Hyderabad chapter of Centre for Social Initiative and
Management (CSIM), started in 2002, and is being supported by Dr. Reddy’s. It is a project
of a registered Public Charitable Trust, Manava Seva Dharma Samvardhani (MSDS) with
Mr. P.N. Devarajan as its founder and Managing Trustee.

The objective of CSIM is simple: to catalyze community development through the creation
of a learning centre for potential social entrepreneurs driven by the passion to change their
environment. CSIM achieves this through the promotion of entrepreneurial and business
skills in NGOs, enhancing awareness on social issues and catalyzing them into structured
social objectives.

In the words of Mr. P.N. Devarajan, social entrepreneurship is a mechanism to create human
capacity in the social sector. He defines it as people working for social causes while exhibiting
entrepreneurship qualities like in business. This includes the ability to ideate, design and
then implement the process, measure impact and give feedback and the ability to take risks
in building the organization. The aim of the CSIM course is that they should become self-
managed. Entrepreneurship is not always about profit-making, it is about mission
accomplishment. Social entrepreneurship is about working within the current constraints,
creating an operating model that will adapt and sustain itself to serve the cause in any
situation.

CSIM
Centre for Social Initiative and
Management
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Social entrepreneurship
initiatives
CSIM is making a conscious effort to reach the founders of social service organizations and
socially conscious individuals with learning opportunities in the concept and practice of
social entrepreneurship.

CSIM promotes the following initiatives:
❃ Social Entrepreneurship Outlook Program (SEOP): A six month part time training

program in concepts of Social Entrepreneurs for NGO founders/trustees/staff and socially
conscious individuals intending to start initiatives to serve a social cause/ support service
organization serving the needs of NGOs

❃ Social Entrepreneur Assistance Program (SEAP): A two month part-time program in
Social Entrepreneurship criteria to train volunteers who believe in high engagement
and performance ethic

❃ Student Volunteer Consulting Program (SVCP): A program to connect MBA student
volunteers with NGOs and facilitate conceptualizing/testing/implementation of a critical
project in the NGO

❃ Entrepreneurship Learning Club (ELC): A monthly meeting platform to bring together
NGOs and volunteers to understand concepts/experiences related to the social sector,
from management consultants, corporates in social initiatives, academicians and
practicing social change agents

❃ Social Action Group(SAG)/Volunteer Helpline: An informal group, which brings together
socially conscious individuals to contribute to the social sector through small projects
and task based volunteering

CSIM and Ankur
To enhance the effectiveness of CSIM’s training programs, Ankur provides it with the benefit
of a best-in-class infrastructure, ambience and hospitality, reinforced through the
engagement of our employees as trainers.

Social worker AC Alexander of SERVH, with over two decades of experience in working with the
disabled, states that the course was of immense use to him when overseas funds were drying up.
Mr. Alexander faced the challenge of serving the cause of the physically challenged beyond the funding
cycle of international donors. Therefore, it became important for him to generate an earned income.
The CSIM program encouraged Alexander to apply innovative and entrepreneurial approaches to
make his organization sustainable. Alexander learned to reconcile income generation with social benefits
and is now implementing a scheme to provide fluoride-free drinking water at subsidized rates.

Subhash of SMARAN is a one-person organization. Involved in rainwater harvesting, he enjoys no
funding. He enlisted with CSIM for training on how to manage challenges better. CSIM’s course
strengthened his professionalism, helped him network with the government, other NGOs, technical
experts and funding agencies. This encouraged Subhash to rent a stall in the All India Industrial
exhibition, a bold step forward, where he demonstrated the need for rainwater harvesting.  Subhash
is currently focusing on the recruitment of committed individuals, planning a rainwater harvesting
campaign and focusing on the optimal utilization of resources.

Sustainability Report 2004

AC Alexander

Subhash
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The DOS project
The DOS project is simple. It focuses on the provision of dal, oil and sugar (DOS) to residents
of NGOs, based on findings that this represented one of the acutely felt needs of the
underprivileged. On the basis of this, Social Action Group (SAG) member families networked
to contribute and help others in distress. The DOS project services 11 NGO’s which serve
HIV positive girl children, rescue child labor, street children and the mentally challenged to
mention a few. DOS is a totally voluntary initiative that creates a habit of giving and sharing
in the community. As an extension, one of our API units supports three homes – Aashirwad,
Sri Bhavani Mahila Mandali and Sree Vidya – with DOS requirements, with an
overwhelming involvement from its employees.

Excellence awards for women
At Dr. Reddy’s, we understand that public recognition is often an important driver of positive
initiatives-and hence, sustainability. In view of this, we actively support Manava Seva
Dharma Samvardhani, which has been engaged in giving the prestigious Sadguru
Gnanananda awards annually to women who have achieved excellence in social work in
India. These excellence awards are an audience-centric experience that celebrates and
applauds women who have committed themselves to the underprivileged and human
welfare, serving to inspire others to do the same.

During Sankranti 2004, CSIM and Social Action Group (Hyderabad) engaged in a fund-raising event
for Ashray-Akruti’s Little Angels School for the Deaf. A kite contest was held wherein participants
converted plain kites into designer ones using innovative ideas and materials. This event introduced
the cause of hearing impaired to 35 schools, four corporates. Food World actively supported the event
by allowing us to conduct the kite contest in its four city outlets.  The entire contest was coordinated by
volunteers to raise funds to obtain a vehicle for the transportation of children belonging to Ashray-
Akruti’s Little Angels School for the Deaf.

❃ 3 batches graduated through the Social Entrepreneur program
❃ 11 homes were serviced with DOS requirements through SAG under CSIM
❃ Social sensitization and mobilized voluntary involvement of number of

Dr. Reddy’s employees
❃ Awards were given to 60 women entrepreneurs for excellence in social work
❃ Collaboration with Loyola College to engage student volunteer consultants, ELC

chapter, to introduce social entrepreneurship to students of social work

Dal Oil        Sugar
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The API manufacturing units of Dr. Reddy’s have reached out to communities in and around
their locations, organized, funded and supported community initiatives, and focused on
primary education, infrastructure, health and need-based programs. Our branded
formulation and generics units have principally contributed through green initiatives, blood
donation camps and rainwater harvesting initiatives.

Some of the initiatives embarked upon by us in the recent past have been:

❃ Donation of clothes to the victims of a fire in Mentada village

❃ A population control drive through the Public Health Centre at Ranasthalam Mandal,
wherein the employees have distributed incentives to 75 couples who adopted family
planning

❃ Greenery development at Mandal revenue office, Ranasthal Mandal

❃ The organization of a large veterinary camp for the neighboring community of  Miryalguda
attended by six veterinary doctors who tested nearly 600 cattle and distributed free
medicine

❃ The organization of a health camp, eye camp and blood donation camps at Miryalguda

❃ The organization of AIDS awareness campaigns and anti-smoking campaigns

❃ The creation of a clothes bank for distribution to the needy through the Dr. Reddy’s

    Foundation

❃ Participation in a ‘Clean & Green’ program at Yanam with a monthly contribution

❃ The organization of a health camp at Bollaram for 200 villagers. The camp also focused
on awareness sessions on common disease prevention, dental and general health tips

Employee initiatives
- outreach programs
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Some of the infrastructure initiatives conducted by the company in the recent
past have comprised the following:
❃ The donation of furniture to the Primary and Secondary Government schools at Bollaram

❃ Provision of funds for the construction of drinking water tanks at Peddadevulapally and
Narlakantigudem

❃ The provision of street lights at various points in Peddadevulapally village

❃ Assistance in a malaria eradication program in Peddadevulapally village

❃ The construction of rainwater harvesting structures at the Government school and hospital
at Peddadevulapalli

❃ The development of a library and mini libraries at the four panchayats in
Pydibheemavaram

❃ The donation of meal plates to students of a primary school in Boyapalem

❃ The commissioning of a rainwater harvesting facility for the nearby villages in Bachupally

❃ Contribution for the construction of an approach road to the Bollaram area
❃ Provision of classroom furniture to the Zilla Parishad High School in Miryalguda

Some of the educational initiatives conducted by us in the recent past have
comprised the following:
❃ Distribution of 2,000 notebooks to the students studying in the primary and secondary

High school in IDA Bollaram village

❃ Scholarships to poor and meritorious students studying in class X and at the intermediate
level

❃ The donation of clothes to primary school children on the eve of Diwali

❃ The distribution of awards for high school attendance and meritorious students at the
Pydhibheemavaram Zilla Parishad High school

❃ The sponsorship of awards for Republic Day and Independence Day events at the
Peddadevulapalli local government school
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Take care of the earth and she will take care of you.
~Author Unknown
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Meeting unmet medical needs.
Dr. Reddy’s discovery of novel drug compounds identifies new therapies for diseases for
which no effective treatments are available. Such efforts include the discovery of potential
drugs for diseases like cancer, highly prevalent and incurable bacterial infections, and diseases
of the heart and diabetes. We are pushing the limits to pioneer new drugs that the world
needs to renew hope in life.

Our discovery research focuses on the development of novel drugs that will help people
lead healthier lives. As every new day unfolds, we begin our search for meaningful solutions
that are available at affordable prices and provide improved health benefits to make people’s
lives healthier and happier.

Over the last two decades, we have evolved from a small company into a large pharmaceutical
organization acknowledged for the development and manufacture of innovative and
affordable life-saving drugs. Our quest for developing new and novel therapies continues
in several therapeutic areas like metabolic disorders (e.g. diabetes, obesity, dyslipidemia),
cardiovascular ailments (atherosclerosis, hypertension), cancers and infectious diseases.

We are investing significantly in the research of new remedies to find solutions for diseases
that affect millions worldwide (300 million people are estimated to be affected with diabetes
alone worldwide by 2020).

As we move ahead, we are confident of creating several ‘firsts’ that make a significant
difference to life.

At Dr. Reddy’s, the very nature of our business
provides us with the opportunity to enhance the
quality of a large number of lives through low cost
remedies as well as innovative ways to meet the
unmet medical needs of man.
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A Dr. Reddy’s Public Health
Initiative
Cancer – a complex collection of diseases in which abnormal cells divide without control.
Cancer cells can invade nearby tissues and can spread through the bloodstream and lymphatic
system to other parts of the body. Cancer is already a leading cause of 300,000 deaths in
India a year. Indian cancer statistics suggest that one in every 12 women and one in every
12 men upto 64 years is likely to be affected by cancer in some form.

The World Health Organization estimates that six million people worldwide die annually
from cancer. While there have been remarkable strides in understanding cancer biology
and in improving its therapy, the combined death rate from all cancers is not dramatically
different from what it was 25 years ago, even though the survival rate and time have
improved. The causes of most cancers are still unknown; although occurrence increases
with age and multiple risk factors have been identified, cancer remains probably one of the
most widely feared disease in the world – and poorly treated.

Breast cancer is the most common cancer in women in the developed countries and the
second most common in the developing countries. In India the incidence reported is 18 to
25 per 100,000 from different urban centers and 8.6 per 100,000 from the rural cancer
registry.

Aiding disease
prevention
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The prevention and early detection of cancer is extremely critical in India, where delayed
detection can lead to a high cost of treatment and commensurately lower chances of cure.
Dr. Reddy’s Oncology team has responded to this challenge in the field of breast cancer.

Starting July 2001, various activities were undertaken under the aegis of the Dr. Reddy’s
Breast Cancer Awareness Initiative, aimed at creating awareness in the masses and helping
breast cancer patients cope with this deadly disease.  Some of the company’s activities
comprised:

❃ Launch of breast cancer helplines
❃ Breast cancer detection camps
❃ Breast cancer survivor meets
❃ Distribution of various patient education material / posters

Breast cancer helplines
Serving as an information-disseminating medium, the helpline – five in Ahmedabad, Jaipur,
Nagpur, Mumbai and Hyderabad – is aimed at creating awareness and encouraging women
to engage in a regular self examination. The helpline is manned by medical experts 24x7
who guide women prior or post diagnosis irrespective of whether they have been undergoing
treatment. Self-examination guidance, newer treatment methods and psychiatrist support
for depressed patients is available.

Breast cancer detection camps
The camp – conducted in Nagpur, Indore, Jaipur, Pune, Kolkata and Guwahati – is to create
an awareness about breast cancer, educate women in early detection and conduct screening
for early diagnosis to increase the chances of survival. Activities include, a presentation of
the risk factors, the early diagnosis of breast cancer, how-to-do breast self-exam, clinical
breast exam and mammography.

Breast cancer survivor interaction
This serves as a platform to encourage survivors of cancer to share their personal experiences
with fellow patients and help them overcome the anxiety/fear of the dreaded disease. Such
survivor meets were organized in Pune, Kolkata, Mumbai, New Delhi and Indore.

Printed material distribution
Patient care booklets were distributed to increase the understanding of the disease and
treatment modalities. Breast self-exam cards were widely distributed. Posters that encouraged
women to self-examine themselves were displayed at prime locations in various cities.
These booklets/cards/posters are displayed and made available free of cost at the clinics of
all the renowned oncologists across the country.
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* Name changed

“Hello?
Is it 098498 24 365?”
Shyam’s* wife was turning irritable; he put it down to a passing mood.
She was losing weight; he put it down to controlled eating. She was
feeling very weak; he thought she needed dietary supplements. Until
Shyam’s wife found something foreign, a lump in her breast.

That evening, she casually mentioned it to her husband. Shyam
remembered a pamphlet that he had read on the subject during his
annual health check-up at RR Hospital. He jumped out of bed, located
it and called the helpline number printed on it. It was 11 pm but he
was pleasantly surprised to find a medical expert and a reassuring voice
at the other end.

Encouraged to seek an examination, Shyam and his wife visited a cancer
hospital for a preliminary check-up on the following day. The doctor,
suspecting the lump to be cancerous, advised a further diagnosis and
following mammography and other tests, confirmed the lump as
cancerous.

Shyam ascribes the early detection and subsequent treatment to a few
specific initiatives: to disease awareness pamphlets issued by Dr. Reddy’s
and the helpline. Had it not been for them, his wife and he may not
have been alerted on time.

Today, a grateful Shyam is back to the cancer hospital, attending a
meeting of cancer survivors organized by the hospital and willing to
share his experience of having once been a cancer patient’s husband.
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The use of animals is incidentally an essential element of pharmaceutical research and
development. At Dr. Reddy’s, we are committed to the well-being of experimental animals
and the research conducted on them is pursued with utmost care, ensuring minimum
handling and pain. This commitment is reflected in the following initiatives:

❃ We conduct experiments on animals only when there is an essential scientific or
regulatory agency prescribed requirement, primarily amounting to only a limited number
of tests on a minimum required number of animals

❃ We conduct animal experiments only after we have taken the required approval from
the designated government agencies as per the Breeding of and Experiments on Animals
(Control and Supervision) Rules under the Ministry of Social Justice and Empowerment.
At the company, an Institutional Animals Ethics Committee is in place comprising a
Committee for Purpose of Control and Supervision of Experiments on Animals (CPCSEA)
representative, in-house veterinarian and animal house in-charge, external scientist
and biological scientists. This panel of highly educated experts and authorized officials
has been entrusted with the responsibility to ensure compliance with highly ethical
standards of animal upkeep, maintenance and experimentation. The Institutional Ethics
Committee members also advise us in minimizing the number of animals used in these
studies

❃ Standard operating procedures include entry and exit procedures, cleaning and
sanitization procedures, housing, handling and feeding procedures, identification
procedures, procedure for health care of animals, procedure for quarantine and receipt
of animals and waste disposal procedure. Such procedures help us ensure that
experimental animals used for testing drug compounds are maintained in healthy and
convenient housing conditions

❃ The relevant facilities include a quarantine room, washroom, autoclave room, store
room, clean materials room, holding rooms and observation room. These facilities are
equipped with air-conditioners and exhaust fans to provide a suitable environment for
the animals. Equipment like a weighing balance, autoclave and record of animals are
also maintained

At Dr. Reddy’s, we have extended our sensitivity for
the alleviation of human suffering to a welfare for
all living beings. As a result, our business practices
have been progressively adapted to minimize the use
of animals in our tests and experiments.
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1. Background

At the request of Dr. Reddy’s Laboratories Limited (‘the Company’), we have reviewed the
contents of their “Sustainability Report 2004” (‘the Report’) relating to Safety, Health &
Environment (‘SHE’) and social performance, as outlined below, in order to provide
conclusions in relation to its completeness, reliability, accuracy and responsiveness. The
Report is prepared by the Company, which is responsible for collection, compilation and
presentation of information within it.

Our responsibility is to provide our conclusions regarding the information presented in the
Report with respect to SHE and social performance of the units covered in the Report.
However, this Statement should not be taken as a basis for interpreting the Company’s
performance across the scope of issues covered in the Report.

2. Approach

There is currently no statutory requirement in India for preparation and publication,
nor generally accepted international standard relating to verification, of corporate
sustainability reports.

Therefore, a review process was used employing a series of customized work steps to ensure
consistency in our assessment.  This involved challenging and substantiating the assertions
and claims made in the Report, to the extent the Report relates to historical performance
and also involved a review of processes for the collection, collation and internal reporting
of non-financial data relating to SHE and social performance and of implementation at the
site level, of specific SHE and social programs.

3. Limitation of scope

❃ We have not performed any procedures on the ‘Economic’ sections of the Report as the
financial data included in this section of the Report is derived from the Company’s
internal financial records.

❃ The scope of our work was limited to making visits to the Company’s Corporate office at
Hyderabad and its four major manufacturing units:

❏ Bachupally: Generics plant and Branded Formulations-II

❏ Bollaram: API Unit-I and Unit-II

The other manufacturing facilities of Dr. Reddy’s located at Bollaram, Jeedimetla,
Miryalguda and Pydhibheemavaram, were not visited by us.

❃ Our review of the data reporting procedures was limited to sample checks of data
for 2003-04.

Assurance Statement
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4. Basis of our review

The following steps were carried out by us in order to form our conclusion:

❃ Reviewed the Report based on the Company’s sustainability plans, SHE policy and
practices to ensure that the Report provides a fair representation of performance based
on such plans, policies and practices.

❃ Interviewed the key personnel such as functional heads as well as executives and
managers with responsibility for functions of SHE, plant operations and corporate
initiatives, who were responsible to provide the data and prepare the report, to understand
the implementation of initiatives and historical performance as well as to support our
understanding of the processes and activities relating to SHE and social performance.

❃ Reviewed selected documents that were used to capture and collate information relating
to SHE and social performance parameters as well as policy documents, systems
documentation, internal guidelines, assessment tools and training materials.

❃ Conducted site visits to the key plant locations at Bachupally and Bollaram, to review
data reporting processes relating to SHE and social performance, i.e., activities relating
to collection, collation and analysis of such data.

❃ Reviewed and challenged the reporting process relating to SHE and social performance,
to substantiate the assertions made in the Report.

5. Conclusions on the report

We observe that the Company has significantly expanded and strengthened it’s initiatives
in non-financial reporting through development of the Report. On the basis of our
review, our conclusions on the Report are as follows:

Completeness:
❃ The coverage of the report pertaining to SHE and social performance and management

is in line with Company’s business and scale of operations. The significant SHE and
social aspects of the business have been reported in a fair and balanced manner. We are
not aware of any issues excluded or misstatements made in relation to the SHE and
social aspects, relevant to the major stakeholders. However, the Company might consider
sharing the rationale for scope definition and unit selection in future report(s).

Reliability:
❃ The Company’s SHE and social governance and management system were found to be

robust, as evidenced by existence of formal SHE and social functions at the individual
sites and corporate level as well as an effective framework for exchange of internal
communications and integrating site feedback into the system.
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❃ The system and procedures applied by the Company for collection, collation and
interpretation of non-financial historical data on SHE and social performance parameters
for inclusion in the Report are reliable, as evidenced by availability of standarised
formats for data collection, as well as procedure of review we observed at sites and
corporate level.

Accuracy:
❃ We carried out a sample check of reporting process of some of the significant data and

found that these have been correctly transposed from internal reporting and the content
of the report is consistent with documentary evidence obtained during the course of
our work, except for the scope of improvement we felt for the following parameters:

❏ Water management: In absence of metering facility at some of the intake points
and distribution, the data is based on estimates, accuracy of which may be improved
after metering provisions are made.

❏ Green house gas (GHG) emission reduction: The GHG emission reduction and
annual monetary saving on account of the same are estimated using certain
assumptions and not based on robust monitoring and verification protocols.

Responsiveness:
❃ We have observed active stakeholder consultation by the Company to understand their

expectations with respect to SHE and social performance of the Company. However, we
feel that the process and documentation of such consultation may be further
strengthened, for collating more accurately the inputs.

❃ The company has demonstrated appreciable commitment towards SHE and social
management, as evidenced by existence of policies, programmes and activities aimed at
addressing the significant issues in this regard.

❃ The Company has initiated steps to enhance the SHE performance of their Suppliers
and Service Providers. We have observed evidence of intermittent audits and inspections
to this effect. However, we feel that the process may be further improved through
continuous monitoring across defined parameters.

Ernst & Young Pvt. Ltd.
Authorised Signatory

January 18, 2005
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Epilogue
By the Chief Operating Officer

This is a message that I want to direct at our employees and other stakeholders.

The future is going to be more challenging than a number of us can imagine.

Because a number of competitors will make it increasingly difficult for most producers to
enjoy significant price advantages for too long.

Because an increased environment regulation will make it progressively challenging for
most manufacturers to protect the environment and their respective bottomlines.

Because the rapid velocity of change in international business conditions will make it
increasingly difficult for companies to adjust and survive.

I am convinced that true all-round sustainability is going to be the sole passport of success
in this emerging climate.

This sustainability is doubtlessly going to be influenced by a number of changes in business
strategy. But more importantly, it will need to be derived from the re-prioritization of a
number of mindset constituents.

For one, strategy will need to be designed on the basis of sustainability and not just
profitability; this respect for sustainability will need to trickle down to decisions that we
make in our everyday conduct of business; this sustainability commitment will need to be
intrinsic and an implemented reality, not cosmetic.

From a macro perspective, we expect to make all our six API plants zero industrial effluent
discharge plants and create one million livelihoods by 2010 through the Dr. Reddy’s
Foundation for Human and Social Development.

From a micro perspective, it means turning the lights off when we leave the room, planting
a sapling outside the window, shutting the ignition off at a crossroad – and thousands of
other initiatives.

I think the latter set is more challenging and here I will need the assistance of each one of
you through diverse initiatives to make this a reality.

So that Dr. Reddy’s is not only acknowledged as an innovative company when it comes to
effective medication but also when it comes to making the world a better place to live in.

Sincerely,

Satish Reddy
Chief Operating Officer
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For further clarifications, please contact: Mr. Shrikant Kale, General Manager - Corporate Safety Health & Environment
Dr. Reddy’s Laboratories Limited, 7-1-27, Ameerpet, Hyderabad 500 016. Tel: 091-040-23731946 / 23736340

www.drreddys.com
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