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Limited Review Report
Review Report to
The Board of Directors
Panacea Biotec Limited
I.  We have reviewed the accompanying statement of unaudited financia! results of Panacea Biotec Limited

{‘the Company") for the quarter ended December 31, 2013 (the “Statement™), except for the disclosures
regarding ‘Public Shareholding® and ‘Promoter and Promoter Group Shareholding” which have been traced
from disclosures made by the management and have not been reviewed by us. This Statement is the
responsibility of the Company's management and has been approved by the Board of Directors, Qur
responsibility is to issue a report on the Statement based on our review,

2. We conducted our review in accordance with the Standard on Review Engagements (SRE) 2410, “Review
of Interim Financial Information Performed by the Independent Auditor of the Entity™, issued by the
Institute of Chartered Accountants of India. This standard requires that we plan and perform the review to
obtain. moderate assurance as to whether the Statement is free of material misstatement. A review is limited
primarily to inquiries of company personncl and analytical procedures applied to financial data and thus
provide less assurance than an audit. We have not perforined an audit and accordingly, we do not express

an-audit opinion.
3. Without qualifying our conclusion, we draw attention to:

#) (i) Note 6 of accompanying unaudited financial results regarding the managerial remuneration ol Rs.372

- lacs for the financial year ending March 31, 2013, which is in excess of the limits specified by the relevant
provisions of the Companies Act, 1956, by Rs.132 lacs. The Company has filed an application to obtain
approval from Central Government in respect to excess rermunerafion paid. Pending outcome of the
application filed with respect to the balance excess remuneration, no adjustments have been made to the
accompanying statement of unaudited financial results.

(li) Note 7(i} of accompanying unaudited financial results regarding the managerial remuneration of Rs.
92.4 lacs for the quarter ended December 31, 2013, which is likely to exceed the limits specified by the
relgvant provisions of the Companies Act, 1956, on account of losses incurred during the current period.
As represented to us by the management, the Company has filed an application to obtain approval from
Central Government in respect to excess remuneration paid, if the remuneration amount will exceed the
limits specified by the relevant provisions of the Companies Act, 1956 based on the actual losses/profits
{or the year ending March 31, 2014. Pending cutcome of the same, no adjustments have been made to the
gccompanying statement of unaudited financial results.

¢)  Noto 7(ii) of accompanying unaudited financial results. The Company has been continwously incurring
losses over the past few years which were mainly due to the delisting of Company’s DTP based
combination Vaccine by WHO from its list of pre-qualified vaccines. Though these products have now
been refisted, however the continuous losses have resulted in erosion of more than fifty percent of its peak
net worth caleulated as per the provisions of Sick Industrial Companies (Special Provisions) Act, 1985
(SICA}. As a result, the Company falls under the category of ‘Potentially Sick Industrial Company’ in
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“terms of Section 23 of the SICA. Further, these losses have adversely affected the cash flows of the
Company and the Company has submited a proposal for the corporate debt restructuring to its lender
banks which is currently undér consideration. These matters indicate the existence of a material uncertainty
that may cast significant doubt about the Company's ability to generate sustainable cash flow through
profitable operations, discharge its short-term and long term liabilities and continue as a going concern.
The mitigating factors have been more fully discussed in the note 7(ii) to the accompanying unaudited
financial results such as prequalification by WHO of company’s pentavalent vaccine {Easy five TT),
certain foreign collaborations -for supply of vaccines and pharma products, proposat to leaders for
corporate debt restructuring ete., in view of which the accompanying unandited financial results have been
prepared under the going concern assumption, and consequently, no adjustments have been made to the
carrying values or classification of balafice sheet accounts.

Based on our review conducted as above, nothing has come fo our attention that causes us to believe that
the accompanying statement of unaudited financial results prepared in accordance with recogaition and
measurement principles laid down in Accounting Standard 25 “Interim Financial Reporting”. notified
under the Companies. Act, 1956 read with General Circular 15/2013 dated 13 September 2013, issued by
the Ministry of Corporate Affairs, in respect of Section 133 of the Companies Act, 2013 and other
recognised accounting practices and policies has not disclosed the information required 1o be disclosed in
terms of Clause 41 of the Listing Agreement including the manner in which it is to be disclosed, or that it
contains any material misstatement.

For 8. R. Bailiboi & Co. LLP
ICAI Firm registration number: 301003E
Chartered Accountants

Membership No.: 94549

Place: Delhi
Date; February 13, 2014
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Panacea Biotec

Statement of unaudited financial results for the Quarter and Nine months ended

as on December 31st, 2013

fove v dir frr Suapep et ef (rFe {Rs. In Lacs)|
For quarter ended Nins month period Ended For year anded
Particodars 31.12.2013 30.00.2013 31122012 31.12.2013 31.12.2012 31.3.2013
{Unaudited) (Unaudited) | (Unsuded) | {Unaudited) naudi {Audited)
RT -}
ncoma from operations
a. Nel sales / income from operalions {nef of excize duty) 10,580 10,073 16,628 31,099 34,605 53,042
b. Other operating income 582 X 936 1,782 2,835 5,951 8,550
Wotal incora from operations (net) 11,182 11,00% 18,410 33,934 40,556 59,592
% Expenditure
2. Cost of materials consumed 4,270 T2 8,787 17,872 18,002 23,637
k b. Purchasa of stock in trade 514 4 387 1,791 1,772 2,326
€, {incraage)/Dacraase in inventorias 1,931 (8,328) [Lrah] {7.536) (5,062) 20
H 9. Employess benefits sxpense 3,74 3,593 3418 11,009 10,252 13,723
2. Depréciation and amortisation axpess 1,599 1,850 2,158 537 8252 B354
i 9. Other expenses 4,528 §.053 3,120 15,839 20,033 27,138
jFotal expenses 18,678 12,974 F-R10 44,313 52,249 75,207
58 (Loss)Profit from operations before other income, finance cost & {5,514) 11,363) {3,787} (19,384) {11,693 [15,615)
meaptional jtemna {1-2)
Qther income- Refar nots 4 17.mn 20 257 17.817 m 543
i {Loss)Profit from ordinary activities befors finance cost & exceptional 12,25 {1,945) (3.530) 7,43 (11,424 {15,072)
5 (344}
Financa cost 3,979 3,682 2,658 10,873 7.004 10,574
. (Loss)Profit from ordinary activities after finance cost before excaptfionst 27y {5,627} {5.228) {3,440} {18,413) {25,646}
ms (5-8)
Excaptional incoms/(exp) - Refor note B{i) & B{i) - - - 1,640 583
Profit | (loss) from ordinary activities belore tax (7+3) 8,279 (5.627) {6.228) (3,440} {16,788 (25,063)
0. Tax expenises - - - - {2,050) (2,050)
. Net profii I {loss) from ordinary activities sfter tax [8-10} 8,279 (5.827) 16.229) (3,440) 14,738) {22,013}
I%2. Extraorcinary llsma (net of tax sxpenses) - - - -
2. Net prof { (loss} for the pariod (11-12) 3,279 5.517) 8,220) (3,440} (14,738 (23,013}
(34, Paid up equity share capiisl {lace velus of e 1 per share) 612 513 813 B13 613 613
L Roservas axciuding revalustion ressives . - - 18282
98 Eaning per shars (EPS) - Basic (i Rs) 135t (9.18) {1097 (5.62) (24.06) (757
] - Dlluted (i Rs.) 135 (9.18) {1017 (5.82} {24.08) (3757
M)
rtieuinry of shareholding
Public sharehgidng
- No of shares 15,427,192 15,427,192 15,427,192 15427 192 15,427,192 15,427,192
Parcantage of sharsholding 2519 2518 2519 25.18 25.19 2519
and pr group Sharsholdang, - -
u} Pladge / sncumbered - -
Ho. of shares - - - - - -
- % of Sharss (81 8 % of the tolal sharsleciding of promoies & promoker Qroug - - - . . R
4 + % of Ansres (as 3 % of the total share capital of the Company) - - - - . -
< b Non-encumbered
- Number of shares 45,823,554 45,873,554 45,8754 45,823 554 45,822,754 45,873 554
- % of Shares (a8 @ % of the 1otal sh ol p lor & p Proup 190 100 100 100 100 100
- % of Shares (39 & % of the total share capital of the Company) 7401 T4.81 74.81 74.81 7401 74,81
i Tnvestor complainits
- Pending at tha baginning of tha quarter -
Recaived during the quartsr 3 -
Oisposed of duning the quarter 3 .
Remaining unresolved at the and of e gumtey - -
nocdited Segr sise . Reyuits, and Capital Employed for the quarier and siasine months snded on 34122013
For quarter endad Nina month period Ended For yaar ended
Particularg N, 122013 30.03.2013 31.12. 2002 3t.12. 2013 3.12.2012 31.3.2013
[Unauditad) {Unaudited) {Unaudied) [Unauditea) {Tnaucdtsd) {Audited)
Bagment revenue
{8} Vaccinas 29 573 7.089 6,153 8726 17 682
{b) Formutations 8,070 9.874 9,718 26,092 28,731 38,545
{c} Resaarch & development 17 575 1,468 1,544 207 27
{d} Unafiocsted - =) 137 - 382 547
oss sslefncome from oparation 11,162 1¢,009 18,410 33,934 40,556 59,592
; nirevsnus - - - . - .
1,182 11,009 w410 33,934 40,558 39,592
ofit (+J loas (-) belore tax and interest frosm aach sagment ,
() Vatcines 5733 {502) {2.682) 3,820 (7.852) (9.456)
(b) Formuiations 5,985 2253 337 9,667 8156 8375
1,456 (2,038) !a 151); {2,00%) |5,M4] {F.712)
13,220 [287) {1,454 11,488 [4,740) {8,793}
397 682 2,608 10,873 7.004] 10574
pandi not ol ¢ incoma 966 1,558 2,076 4,062 5,044 5,696
otal profit befors tax 8,279 5 827 278 3,440 7
Capita) Deforatax " | | {8,28) { } (16,788) ___125083)
Segmont sisets-segment habiives)
() Vaccines 58,171 59.1% 63,832 58,171 63.832 55598
3 {b) Formuabons 24023 25.098 30,576 24,023 30.576 25 251
i {c] Research A deveinprent 17,199 17.B45 19,853 17,199 19 863 16 548
! {d) Unallocaied = —— (45,981} {60,01t) “a 616]' 145.981) (48,616) 145,268
otal capitsl smployed 52412 - 4212 45,655 52,412 85,658 55,126




The above financial results were reviewed by the Audit Committee of the Board and approved by the Board of Directors at their meetings held on February
12, 2014 and February 13, 2014, respectively.

'Tax expense includes income tax and deferred tax.

|Pusing the quarter, the Company has given Rs. 466 lacs as advance share application money to its Indian subsidiary, namely NewRise Healthcare Pvt Ltd.
Upto the period ended September 30, 2013, the Company had been accounting for depreciation on fixed assets based on written down value method.
During the quarter, the Company has revised its accounting policy of providing for depreciation from written down value method to the straight-line
‘method as the management believes that the straight line method of depreciation accounting would result in more appropriate presentation of financial
information. The Company has also carried out a technical evaluation to assess the revised useful life of fixed assets. The change in the above accounting
policy has resulted in a surplus of Rs.19,483 lacs relating to the depreciation already charged upto the period ended September 30, 2013. Qut of the total
Jsurplus of Rs.19,483 lacs, surplus of Rs.17,709 lacs has been credited to the statement of profit and loss and of Rs.1,774 lacs which are related to the
revalued amout of fixed assets has been credited to the revaluation reserve. Consequently, the net profit for the current quarter and nine months period is
higher by Rs.17,709 lacs. Based on the straight line method of depreciation accounting, the depreciation and amortisation expense of Rs.1,591 lacs has
been charged to the statement of profit and loss and Rs.91 lacs has been recouped from the revaluation reserve during the quarter. Had the Company
followed the written down value basis of depreciation accounting, the depreciation and amortisation expense for the current quarter would have been
thigher by Rs.156 lacs and recoupment to revaluation reserve would have been higher by Rs.152 lacs. Also, the previous quarters and year to date figures of
the ‘Depreciation and amortisation expense’ are not comparable with the current quarter figure on account of change in method of depreciation accounting.
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5 |As regards Auditors’ observations in their report on the audited accounts for the Financial Year 2012-13:

[During the quarter ended September 30, 20t 1, World Health Organization (WHO) had delisted Company’s DTP-based combination vaccines from its list
of pre-qualified vaccines. The company made substantive efforts since September 2011 and has revamped the whole Quality Management System at its
[Lalru and Baddi sites enabling it to get pre-quzlified by WHO once again. During the month of February/March, 2013, Auditors from WHO and UNICEF
bvisited the Company's vaccine facilities at Lalru (Punjab) and Baddi (H.P.) with the objective of re-cvaluation of the acceptability in principle of
Pentavalent Vaccine (DTP-Hep B-Hib) produced by Panacea Biotec for purchase by United Nations Agencies.

'World Health Organization (WHO) has completed the evaluation process of pre-qualification (PQ) of Pentavalent Vaccine (Easyfive-TT) and has
pre-qualified company's vaccine product in the current quarter. The company has also received a UNICEF Award for supply of D’I‘P-HepB—Hlb
(Pentavalent) Vaccine (Easyfive-TT) to UNICEF during the period 2014-2016.

As regards Auditors” observations in their report on the audited accounts for the Financial Year 2012-13 and in their limited review report on the above
results:

Due to the absence of profits during the financial year 2012-13, the total remuneration of the Managing/Joint Managing and Whole Time Director had
exceeded the ceiling prescribed in Section 11 of Part I of Schedule XIII to the Companies Act, 1956. Accordingly, applications for protection/approval of
the Central Government in respect of excess remuncration for financial years 2012-13 have been filed and requisite approvals are awaited.

As regards Auditors’ observations in their report on the audited accounts for the Financial Year 2012-13 and in their limited review report on the above
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Due‘io the absence of profits for the current financial year, the managerial remuncration of Rs 92.4 lacs paid during the period, may exceed the limits
specified under relevant provisions of the Companies Act, 1956, The Company has already filed the requisite applications for obtaining approval from
Central Government for payment of remuneration. Approvals from Central Government are awaited.

'The Company's accumulated losses have resulted in erosion of more than fifly percent of its peak net worth calculated as per the provisions of Sick
Endustrial Companies (Special Provisions) Act, 1985 (SICA). The fact of such erosion and measures initiated to improve financial condition has been
reported to the Board for Industrial and Financial Restructuring (“BIFR”) on 22nd November, 2013. Further, the measures already taken by the company
which mitigate risk of going concem include the following:

1) Supply to UNICEF/other customers of pentavalent vaccine (as explained in note no. 5 above),

2) Certain strategic alliances with foreign collaborators for supply of vaccines and pharma products, efc,

3) Corporate Debt Restructuring (CDR) proposal which has already been admitted by CDR cell for further processing

4) Launching its first product Tacrolimus in USA in Dec 2012 and filing of four more ANDAs in USFDA.

Management is confident that with the above measures and continuous efforts to improve the business, it would be able to generate sustainable cash flow
and recover & recoup the erosion in its net worth through profitable operations, discharge its short-term and long term liabilities and continue as a going
corn.

- 1) In terms of the Accounting Standard - 16 “Botrpwing Costs”, the foreign exchange differences arising from foreign currency borrowings to the extent
garded as an adjusiment jo interest cost were treated as borrowing cost. In pursuance of the clarification issued by Ministry of Corporate Affairs vide its
reular no, 25/2012 dated August 9, 2012, the Company accounted for the aforesaid foreign exchange differences atising from foreign currency

wings gs per AS-11 - “The Effects of Changes in Foreign Exchange Rates™ in the current year. Consequent to the above, exchange differences of Rs.
1.731 lges which was earlier recognized as borrowing cost pertaining to the financial year 201 1-12 were reversed and shown as an exceptional income in
financial year 2012-13. Out of the aforesaid amount of exchange differences of Rs.1,731 lacs, Rs 1,352 lacs were capitalized to the cost of fixed assets
and Rs.379 lacs were accumulated in the “foreign cumrency monetary item translation difference account”.

ii) As at March 3], 2013, an amount of Rs.6,947 lacs {previous year Rs.6,543 lacs) including interest of Nil (previous year Rs.362 Lac) is receivable from
Rees Investments Lid. Pursuant to the diminution in the value of investment and losses in its subsidiaries, an amount of Rs. 1,148 Lac (Previous year
Rs.4,214 lacs) has been provided for as ‘Provision for bad and doubtful advances” which has been shown as an exceptional expense.

CARE has revised the credit rating pertaining to Long term bank facilities from 'CARE B’ (Single B) to 'CARE DY (Single D) ( default or expected to be in
default) and from 'CARE A4' (A fow) to 'CARE D' (Single D} (default or expected to be in default) in regard to Short term bank facilities,

10 | The necessary cestificate in respect of above results in terms of requirement of clavse 41 of the listing agreement, has been placed before the Board of
Directors.
Previous period / year figures have been regrouped/ reclassified 10 make them comparable with those of current quarter.
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The above resulis are also available on the Company’s website viz. hitp.//www.panaceabiolec.com.
' For and on behalf of the Board

lNew Delhi Dr. Rajesh Jain

February 13, 2014 Joint Managing Director
Panacea Biotec Limited

egd. Office : Ambala-Chandigarh Highway, Lairu- 140501, Punjab

hitp /iwww. panaceabioiec.com
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