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DEFINITIONS AND ABBREVIATIONS

Term Description
“Bafna Pharmaceuticals
Limited”, “Bafna” and
“the Company”

Unless the context otherwise requires, refers to,Bafna Pharmaceuticals
Limited, a public limited company incorporated under the Companies Act,
1956.

Promoter(s) Unless the context otherwise requires, refers to, the core Promoters of
BAFNA, Mr.Bafna Mahaveer Chand, Mr. Paras Bafna and Mr Navin Bafna.

General Conventional Terms
Term Description
Articles/ Articles of
Association

The Articles of Association of the Companyi.e.,Bafna Pharmaceuticals
Limited.

Auditors TheStatutoryAuditors of the Company, being Abhay Jain & Co., Chartered
Accountants.

Board of Directors /
Board

The Board of Directors of the Company or a Committee thereof.

Companies ActThe Companies Act, 1956, as amended from time to time.
Depositories ActThe Depositories Act, 1996, as amended from time to time.
Depository A depository registered with SEBI under the SEBI (Depositories and

Participant) Regulations, 1996, as amended from time to time.
Depository ParticipantA depository participant as defined under the Depositories Act.
Director(s) Director(s) of the Company unless otherwise specified.
Equity SharesEquity Shares of the Company of face value of Rs. 10/- each unless otherwise

specified in the context thereof.
FCNR Account Foreign Currency Non Resident Account
FEMA Foreign Exchange Management Act, 1999, as amended from time to time and

the regulations framed thereunder.
Financial Year/ Fiscal/ FYThe period of twelve months ended March 31 of that particular year.
FII Foreign Institutional Investor (as defined under SEBI (Foreign Institutional

Investors) Regulations, 1995) registered with SEBI under applicable laws in
India.

Indian GAAP Generally Accepted Accounting Principles in India.
Insurance ActInsurance Act, 1938, as amended from time to time.
I. T. Act The Income Tax Act, 1961, as amended from time to time.

I. T. Rules The Income Tax Rules, 1962, as amended from time to time, except as stated
otherwise.

Memorandum/
Memorandum of
Association

The Memorandum of Association of the Company.

Non Resident A person who is not resident in India except NRIs and FIIs.
NRI/ Non-Resident
Indian

 A person resident outside India, as defined under FEMA and who is a
citizen of India or a person of Indian origin, each such term as defined under
the FEMA (Deposit) Regulations, 2000, as amended.

Offer Document This Prospectus

Person/Persons

Any individual, sole proprietorship, unincorporated association,
unincorporated organization, body corporate, corporation, company,
partnership, limited liability company, joint venture, or trust or any other
entity or organization validly constituted and/or incorporated in the
jurisdiction in which it exists and operates, as the context requires

PIO/ Person of Indian
Origin

Shall have the same meaning as is ascribed to such term in the Foreign
Exchange Management (Investment in Firm or Proprietary Concern in India)
Regulations, 2000

RBI Reserve Bank of India constituted under the RBI Act.
RBI Act The Reserve Bank of India Act, 1934 as amended from time to time.
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Term Description
Registered Office of the
Company

Bafna Towers, No: 299, Thambu Chetty Street, Chennai-600 001

SCRR Securities Contracts (Regulation) Rules, 1957, as amended from time to time.
SEBI Securities and Exchange Board of India constituted under the SEBI Act.
SEBI Act Securities and Exchange Board of India Act, 1992, as amended from time to

time.
SEBI GuidelinesThe SEBI (Disclosure and Investor Protection) Guidelines 2000, as amended

from time to time, including instructions, guidelines and clarifications issued
by SEBI from time to time.

SEBI Insider Trading
Regulations

The SEBI (Prohibition of Insider Trading) Regulations, 1992, as amended
from time to time, including instructions and clarifications issued by SEBI
from time to time.

Issue related Terms and Abbreviations
Term Description
Allotment/ Allotment of
Equity Shares

Unless the context otherwise requires, issue of Equity Shares pursuant to this
Issue.

Allottee The successful applicant to whom the Equity Shares are being / or have been
issued or transferred

Applicant Any prospectiveinvestor who makes an application pursuant to the terms of
this Offer Document

Application FormsThe Form in terms of which the investors shall apply for the equity shares of
the company.

Designated Stock
Exchange

In this case being the Bombay Stock Exchange Limited.

Equity SharesEquity Shares of the Company of face value of Rs. 10 each unless otherwise
specified in the context thereof.

Indian NationalA citizen of India as defined under the Indian Citizenship Act, 1955, as
amended, who is not an NRI.

Issue The issue of 64,00,000Equity Shares of Rs. 10 each for cash at a premium of
Rs. 30/- per share aggregating Rs.2560.00 lacs

Issue Management TeamThe team managing this Issue as set out in the section titled “General
Information” in this Offer Document.

Issue Opening DateThe date on which the issue opens for subscription.
Issue Closing DateThe date on which the issue closes for subscription.
Issue Period The period between the Issue Opening Date and the Issue Closing Date

inclusive of both days and during which prospective applicants can submit
their application forms

Issue Price The price at which Equity Shares will be issued and allotted in term of this
Offer Document, in this case being Rs. 40/- per Equity Share.

Lead Manager/LMLead Manager to this Issue, in this case being Keynote Corporate Services
Limited and Ashika Capital Limited being the Co-Lead Manager

Mutual Funds Means mutual funds registered with SEBI pursuant to the SEBI (Mutual
Funds) Regulations, 1996, as amended fromtime to time.

Prospectus The Prospectus, to be filed with the RoC containing, inter alia, this Issue
Price, the number of Equity Shares offered through this Issue and certain
other information.

Registrar/ Registrar to
this Issue

Cameo Corporate Services Ltd.

Retail InvestorMeans an investor who applies for securities for a value of not more than
Rs.1,00,000/-.

Stock ExchangeBombay Stock Exchange Limited
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Notwithstanding the foregoing, in the chapter titled “Main Provisions of the Articles of Association of
the Company” on page138 ofthis Offer Document, defined terms have the meaning given to such
terms in the Articles of Association of the Company.

Abbreviations

AbbreviationFull Form
 AGM Annual General Meeting.

 AS Accounting Standards issued by the Institute of Chartered Accountants of
India.

 BSE Bombay Stock Exchange Limited.
BG/LC Bank Guarantee/ Letter of Credit
CAGR Compounded Annual Growth Rate.
CDSL Central Depository Services (India) Limited.

CIN Company Identification Number
DIN Director Identification Number
ECS Electronic Clearing System
EGM Extra Ordinary General Meeting of the shareholders.
EPC/CC/SBL Export Packing Credit/ Cash Credit/ Stand By Line of Credit
EPS Earnings per Equity Share.
ESOP Employee Stock Option Plan
FBDN Foreign Bill Discounting (Non-L/C)
FIs Financial Institutions.

FVCI Foreign Venture Capital Investors registered with SEBI under the SEBI
(Foreign Venture Capital Investor) Regulations, 2000.

GDP Gross Domestic Product
GIR Number General Index Registry Number.
GoI/ GovernmentGovernment of India.
HUF Hindu Undivided Family.
LC Letter of Credit
NAV Net Asset Value.
NRE Account Non Resident External Account.
NRO Account Non Resident Ordinary Account.
NSDL National Securities Depository Limited.
P/E Ratio Price/Earnings Ratio.
PAN Permanent Account Number.
PBDIT Profit Before Depreciation, Interest & Taxes
RoC/Registrar of
Companies

The Registrar of Companies, Tamil Nadu, Chennai.

RoNW Return on Net Worth.
Rs./ Rupees Indian Rupees, the legal currency of the Republic of India.
TAN Tax Deduction Account Number

 USD/ $/ US$The United States Dollar, the legal currency of the United States of
America.
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INDUSTRY-RELATED TERMS

Term Description
AHU Air Handling Unit
B/L Bill of Lading
Betalactum productsA class of broad spectrum of antibiotics that are structurally and

pharmacologically related topenicillins
Blister PackingThe process of packing tablets, capsules etc. in between 2 layers of pvc or

metal foils
CMIE Centre for Monitoring Indian Economy
CRAMS ContractResearch And Manufacturing Services
DEPB Duty Entitlement Pass Book Scheme
DGFT Director General of  Foreign Trade
DTA DomesticTariff Area
EDI Electro Deionizer
EOU Export Oriented Unit
FDA Food & Drugs Administration
FDV Forced Drop Ventilation
GMP Good Manufacturing Practices
HSCC Hospital Service Consultancy Corporation
IBEF India Brand Equity Foundation
IEC Importer/Exporter Code
MHRA Medicines and Health Care Products Regulatory Agency
Non-Betalactum Broad spectrum of antibiotics other than Beta Lactam
QA Quality Assurance
RO Reverse Osmasis
TNPCB Tamil Nadu Pollution Control Board
US FDA United States Food & Drugs Administration
WHO World Health Organisation
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PRESENTATION OF FINANCIAL INFORMATION AND USE OF MARKET DATA

In this Offer Document, the terms “Bafna Pharmaceuticals Limited”, “Bafna”, “the Company”, and
“its”, unless the context otherwise indicates or implies, refers toBafna Pharmaceuticals Limited, a
public limited company incorporated under the Companies Act.

Unless stated otherwise, the financial information used in this Offer Document is derived from the
Company’s restated financial statements as of and for the years ended March 31, 2003, 2004, 2005,
2006 2007and for the9monthsperiodended31/12/2007prepared in accordance with Indian GAAP
and the Companies Act and restated in accordance with SEBI Guidelines, as stated in the report of the
Company’s statutory Auditors, M/s.Abhay Jain & Co, Chartered Accountants, included in this Offer
Document.

The Company’s fiscal year commences on April 1 and ends on March 31 of a particular year. Unless
stated otherwise, references herein to a fiscal year (e.g., fiscal 2006), are to the fiscal year ended March
31 of a particular year.

In this Offer Document, any discrepancies in any table between the total and the sum of the amounts
listed are due to rounding-off.

There are significant differences between Indian GAAP and U.S. GAAP; accordingly, the degree to
which the Indian GAAP financial statements included in this Offer Document will provide
meaningful information is entirely dependent on the reader’s level of familiarity with Indian
accounting practices, Indian GAAP, Companies Act and SEBI Guidelines. Any reliance by persons
not familiar with Indian accounting practices on the financial disclosures presented in this Offer
Document should accordingly be limited. The Company has not attempted to explain these
differences or quantify their impact on the financial data included herein, and the Company urges
you to consult your own advisors regarding such differences and their impact on financial data.

Market data used in this Offer Document has been obtained from industry publications and internal
Companyreports. Industry publications generally state that the information contained in those
publications has been obtained from sources believed to be reliable but that their accuracy and
completeness are not guaranteed and their reliability cannot be assured.Although the Company
believes that the market data used in this Offer Document is reliable, it has not been independently
verified. Similarly, internal Company reports, while believed by us to be reliable, have not been
verified by any independent source.

All references to “India” contained in this Offer Document are to the Republic of India, all references
to the “US” or the “U.S.” or the “USA”, or the “United States”is to the United States of America and
all references to “UK” are to the United Kingdom.

Currency of Presentation

All references to “Rupees” or “Rs.” or “INR” are to Indian Rupees, the official currency of the
Republic of India. All references to “U.S. $” or “U.S. Dollar(s)” are to United States Dollars, the official
currency of the United States of America.
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FORWARD-LOOKING STATEMENTS

The Company has included statements in this Offer Document which contain words or phrases such
as “will”, “aim”, “is likely to result”, “believe”, “expect”, “will continue”, “anticipate”, “estimate”,
“intend”, “plan”, “contemplate”, “seek to”, “future”, “objective”, “goal”, “project”, “should”, “will
pursue” and similar expressions or variations of such expressions, that are “forward-looking
statements”.

All forward looking statements are subject to risks, uncertainties and assumptions about the
Company that could cause actual results to differ materially from those contemplated by the relevant
forward-looking statement. Important factors that could cause actual results to differ materially from
the Company’s expectations include but are not limited to:

 General economic and business conditions in the markets in which the Company operates
and in the local, regional and national economies;

 Changes in laws and regulations relating to thePharmaceuticalindustry in which the
Company operate;

 Prices of raw materials the Company consumes and the products that the Company
produces.

 Increased competition in these industries;
 Company’s ability to successfully implement its growth strategy and expansion plans, and to

successfully launch and implement various projects and business plans for which funds are
being raised through this Issue;

 Company’s ability to meet its capital expenditure requirements;
 Fluctuations in operating costs;
 Company’s ability to attract and retain qualified personnel;
 Changes in technology;
 The loss or shutdown of operations of the Company at any time due to strike or labour

unrest.
 Changes in political and social conditions in India or in countries that the Company may

enter, the monetaryand interest rate policies of India and other countries, inflation, deflation,
unanticipated turbulence in interest rates, equity prices or other rates or prices;

 The performance of the financial markets in India and globally; and
 Any adverse outcome in the legal proceedings in which the Company is involved.

For further discussion of factors that could cause actual results to differ, please see the section entitled
“Risk Factors” beginning on pageviiof this Offer Document. By their nature, certain market risk
disclosures are only estimates and could be materially different from what actually occurs in the
future. As a result, actual future gains or losses could materially differ from those that have been
estimated. Neither the Company, the Directors, anymember of the Lead Manager team nor any of
their respective affiliates have any obligation to update or otherwise revise any statements reflecting
circumstances arising after the date hereof or to reflect the occurrence of underlying events, even if
the underlying assumptions do not come to fruition. In accordance with SEBI requirements, the
Company and the Lead Manager will ensure that investors in India are informed of material
developments until such time as the grant of listing and trading permission by the Stock Exchange.
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SECTION I-RISKS FACTORS

An investment in Equity Shares involves a high degree of risk. You should carefully consider all of the
information in this Offer Document, including the risks and uncertainties described below, before making an
investment in the Company’s Equity Shares. If any of the following risks occur, the business of the Company,
financial condition and results of operations could suffer, the trading price of the Equity Shares could decline,
and you may lose all or partof your investment.

RISKSTO THE PROJECT ANDINTERNAL TOTHECOMPANY

OUTSTANDING LITIGATIONS/DISPUTES/CASES PENDING AGAINST THE COMPANY

1.Thecompany is involved in certain legal proceedings and anyunfavorable outcome of the
proceedings may adversely impact its business and financial conditions

The company is involved in certain litigation as tabled hereinunder:

Sr. No. ParticularsNo. of casesAmount (Rs.)
1. Labour related Cases1 10,000

A claim petition was filed by Mr. Mathiarasu under section 10(i) of the Workmen’s Compensation
Act, 1923 against the Company seeking compensation of Rs.10,000 for the injury alleged to have been
caused to the claim petitioner on 27th November 1997 by an accident during the course of his
employment.

For more information please refer to “Legal and other Information” commencing on page no103of
this Prospectus

2.We have certain contingentliabilities not provided for that may affect our financial condition.:

The details of contingent liabilities not provided for by the company is as under:
                             (Rs in lacs)

Particulars 31/03/200731/12/2007
Letter of Credit 23.75 51.64
Bond executed  with Customs Authorities420.00 420.00
Capital subsidy 14.36 14.36
Total 458.11 486.00

In the event any of the above contingent liabilities materialize, it may have an adverse effect on our
financial performance.

3.Trade Marks in respect of which applications have been made by the Company and the same is
pending as opposed.

Sr.
No.

Application
No.

Date of
Application

Trade Mark
Name

Class in
respect of

which
application

has been
made

Present status of the
application

1. 800462 29.04.1998BETALIN 5
2. 800463 29.04.1998AFENAC 5
3. 106915726.12.2001ANTIROX 5
4. 800472 29.04.1998LOMIN 5

Opposed by Competitors
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4.Our funding requirements and the deployment of the proceeds of the Issue are based on management
estimates and have not been independently appraised by any banks/ Financial Institutions

Our project has not been appraised by any of the external agency. Our management has prepared an
internal business plan and investment proposal based on estimates derived from past experience of
the promoters.. Further the entire project is to be funded through the proceeds of the issue and till
date only an amount of Rs. 29.20 lacs has been spent on the project which has beenfunded through
internal accruals.

5.Any deviation in the actualperformance with the estimates made by the company could adversely
impact our operations and sustainability

There is no guarantee that our estimates for our project  as made by the management of the company
will prove to be accurate in the coming years and any significant deviation in the cost of the project
could adversely impact our operations and sustainability.

6.Deployment of funds being raised is not to be utilized for a concrete project of the company

The funds that are being raised through the issueis proposed to be deployed towards brand building
exercise, repayment of high cost debt, meeting of cost towards MHRA Accredition, working capital
etc.  and is not being used for setting up any particular project.

7.We are yet to make arrangements for the procurement of equipments for Research & Development
worth Rs 300 lacs aggregating to 11.72 % of the total cost of the project.

We are yet to place orders for the Research & Development equipment worth Rs 300 lacs aggregating
to 11.72 % of the total cost of the project.  Any delay in procurement of equipment may affect the
schedule of implementation.

8.Our success depends in large part upon our Directors and key managerial personnel and our ability
to attract and retain them. Our failure to retain skilled manpower could adversely effect our growth
strategy.

We are highly dependant on the expertise and services of our Directors and key managerial
personnel. If we lose any of these key personnel, we may find it difficult to find replacements with
similar knowledge and experience, especially in relation to our business and our Company, and
integrate them into our organization. As a result, our business and financial condition could be
adversely affected. If we are unable to attract skilled professionals, fail to integrate them into our
organization, or fail to retain them after we have invested resources in their training, our ability to
compete and our results of operations may be adversely affected.

9.The premises of the registered office and factory at Madhavaramare not owned by the company.
Non-renewal of lease / termination of the lease could adversely affect our operations.

TheRegistered office &factory at Madhavaram villageare not owned by the company and the same
has been taken on lease from thepromotersand other parties.For more information please refer to
the section on “Business Overview” commencing on page no46of this Prospectus

10.Increase in the prices of major raw material may have an adverse impact on the profitability.

The raw materials used by the company are bulk drugs which are procured fromwithin andoutside
India. Import of raw material is subject to volatility and exchange risks. Any abrupt or large scale
escalations in the prices of raw material can adversely affect the company. Besides the above,
continued shortage of domestic/imported raw materials/components may adversely affect the
Company’s prospects.
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11.Certain licenses andapprovalsare yet to be received bythe company.  any delay in receipt or non-
receiptof licenses may affect the operations of the company.

The company’s operations are carried out from its Registered Office and factory. The company has
not applied forlicense under the Tamil Nadu Shops and Establishment Act in respect of itsRegistered
Office.  If such licence is not applied for, the company may face penal consequences under the Shops
& Establishment Act.

Management Proposal

As per the company,the license under the Tamil Nadu Shops and Establishments Act is not
mandatory in nature for the company since it is covered under the Factories Act andhence the same
has not been applied by the company.

Thedetails of other licenses and approvals which have expired and for which the company has
applied for renewals are as under:

Pending approvals in respect of  Madhavaram Factory.

Sr.
No.

Name of the
licence/approval/

certificate

Number of
licence/approval/

Certificate

Granting
authorityValid upto

Remarks

1.
Factory licence
(Factory Registration
No.TVR:5820)

Licence No. 1228

Deputy Chief
Inspector of
Factories,
Thirivottiyur.

31/12/2007

The company has
applied for
renewal of the
licence vide its
letter dated
30/10/2007

2.
Renewal of licence
granted under Drugs
& Cosmetics Act,
1940

Licence No. 415/84
dated28.03.1995 for
the manufacture of
and sale of drugs
specified in the list
attached to the
licence.

Director of
Drugs
Control I,
Tamil Nadu,
Chennai 600
006

31/12/2007

The company has
applied for
renewal of the
licence vide its
letter dated
31/12/2007

3.
Renewal oflicense
granted under  Drugs
& Cosmetics Rules ,
1945

License No. 230/84
dated 28.03.1995 for
the manufacture of
and sale of drugs
specified in the list
attached to the
license.

Director of
Drugs
Control I,
Tamil Nadu,
Chennai 600
006

31/12/2007

The company has
applied for
renewal of the
license vide its
letter dated
31/12/2007

4. Good Manufacturing
Practice Certificate

License in Form No.
25/28 dated
28.03.1995

Director of
Drugs
Control I,
Tamil Nadu
Chennai

31/12/2006

The company has
applied for
renewal of the
license vide its
letter dated
18/12/2006

Pending approvals in respect ofGrantlayon Factory

Sr.
No.

Name of the
license/approval/

certificate

Number of
license/approval/

Certificate

Granting authorityValidupto Remarks

1. FactorylicenseAPPLIED FORInspector of Factory’s
Thiruvathiyur

The company has
applied for the
factorylicense vide
its letter dated
01/11/2007
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Sr.
No.

Name of the
license/approval/

certificate

Number of
license/approval/

Certificate

Granting authorityValidupto Remarks

2.

Consent Order
undersection 25
of Water
(Prevention and
Control of
Pollution) Act,
1974

Consent Order
No. 935 dated
31.05.2007

Tamil Nadu Pollution
Control Board31.03.2008

The company has
applied for renewal
of thelicense vide its
letter dated
19/03/2008

3.

Consent  Order
under section 21
of Air
(Prevention and
Control of
Pollution) Act,
1974

Consent Order
No. 944
31.05.2007

Tamil Nadu Pollution
Control Board31.03.2008

The company has
applied for renewal
of thelicense vide its
letter dated
19/03/2008

4.

License under
Prevention of
Food
Adulteration Act

L.Dis
No.4021/E3/07
Dated
31.10.2007

Deputy Director of
Health Services
Thiruvallur

31.03.2008

The company has
applied for renewal
of thelicenseon
25/04/2008

12.Competition from other manufacturers / marketers may adverselyaffect the competitive position and
profitability of the company.

The company may face competition from other existing players and potential entrants to the industry
which may affect the competitive position and profitability of the company.  Loss of market share as
also competition may adversely affect the profitability.  Our inability to compete successfully in our
industry would materially affect our business prospects and financial condition.

13.There are certain restrictivecovenants inour loan agreement, which could influence our ability to
expand thereby affecting our results of operations.

The Company has availed credit facilities from banks.Term loan agreements entered into by us with
banks contain some covenants which require us to obtain the prior approval/ permission from the
banks on the occurrence of certain events such as formulation of any scheme of amalgamation or
reconstruction, undertaking of any new project or expansion, making any substantial change in our
management set up, any change in our capital structure resulting in reduction of capital, etc.

14.In the past 12 months, we have issuedequity shares at a price  lower than the issue price of the equity
shares being offered in the issue.The details ofpersons to whom shares have beenallotted at different
prices are as under :

Name of the ShareholderCategory of
shareholder

No. of shares allotted as on 01/10/2007

At Rs. 10/- per
share

At Rs. 20/- per
share

At Rs. 30/-
per share

Mrs. Amribai Bafna 1,00,000 - -
Mr G. Ramesh Chopra 11,250 -
Ms. Chetna Bafna 2,36,750 - -
Bafna Mahaveerchand (HUF)

Relative of
promoter

60,000 - -
Mr. Manmohan Singh Jain 18,90,000 - -
Mr. Jayaraman Arjunan 3,20,000 - -
Mr. Munna Chandra - 5,000 -
M/s Hingora Finvest Pvt. Ltd.Non Promoter- 2,65,000 -
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Name of the ShareholderCategory of
shareholder

No. of shares allotted as on 01/10/2007

M/s Nico Securities - 25,000 -
M/s Saumitra Investments &
Finance Pvt. Ltd.

- 18,3750 -

M/s Doldrum Investments &
Finance Pvt. Ltd.

- 75,000 -

M/s Artillegence Bio-
Innovations Ltd.

- 95,000 -

Ms. Manjula - 10,000 -
Mr. Navin Kumar - 5,000 -
Ms. Payal - 15,000 -
M/s Kiran Pondy Chems Ltd. - - 1,00,000
Total

Shareholders

26,06,7506,90,0001,00,000

Apart from the above, the company has allotted 23,19,142 equity shares as bonus on 28/09/2007.  The
reasons for allotment of equity shares at different prices was that theshare application money for the
above said allotments were received at various intervals by the company

15.We had negative cash flow fromoperations for certain period. Any negative cash flow in future could
affect our results of operations.

There has been a negative cash flow from operations of the company for the years ended 31/03/2004
and31/03/2006 to the tune of Rs. 124.64 lacs and Rs. 194.14 lacs respectively.  Further there has also
been a negative cash flow from Finacing activities for the year ended 31/03/2003 to the tune of Rs.
120.21 lacs.

16. If we are sued for defects in our products it could harm our reputation and our profits

Our business (pharmaceutical formulations) inherently exposes us to potential liability. So also,
product liability claims could require a pharmaceutical company to spend money on litigation, divert
management’s time, damage a company’s reputation and affect the marketability of a company’s
products.

17.We could be adversely affected if we fail to keep pace with technical and technological developments
in pharmaceutical formulation industry.

To meet our clients’ needs, we must regularly update our existing technology and acquire or develop
new technology for our existing and / or expansion project. In addition, rapid and frequent
technology and market demand changes can often render existing technologies and equipments
obsolete, requiring substantial new capital expenditure and / or write-down of assets. Our failure to
anticipate or to respond adequately to changing technical, market demands and / or client
requirements could adversely affect our business and financial results.

18. Our business is subject to regulation by several authorities, which could have an adverse effecton
our business and our results of operation.

Our Company has to comply with the regulations under the Drug and Cosmetics Act, 1940; Drugs
and Cosmetics Act Rules, 1945; The Drugs (Prices Control) Order, 1995, Drugs and Magic Remedies
Act, 1954; Patent Regulation. Further, our business operations are subject to strict regulations by
environmental regulations, Foreign Direct Investment Policy, etc. We incur costs to comply with
requirements of environmental laws and regulations. Any lapses or non-compliance of any laws or
regulations or rules or acts or policies by us may adversely affect our business and / or financial
operations. For more details on the regulations and policies, please refer to the section titled
“Regulations and Policies” beginning on page no.114of this Prospectus.
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EXTERNAL RISK FACTORS

1.Instability of the PoliticalSituation, economic and social developmentsin India could adversely
affect the Industry

The Government of India plays an important role by regulating the policies and regulations
governing the private sector. The current economic policies of the government may change at a later
date. All the facilities and other assets of Bafna are located in India and most of its officers and
Directors are resident in India The Company’sbusiness, and the market price and liquidity of the
Equity Shares, may be affected by interest rates, changes in Government policy, taxation, social and
civil unrest and other political, economic or other developments in or affecting India. Unstable
internal and international political environment could impact the economic performance in both the
short term and the long term.

2.Changes in Government policies in India may have an adverse impact on the business and operations
of the company.

Since 1991, the Government of India has pursued policies of economic liberalization, including
relaxing restriction on the private sector.  No assurances can be provided that the process of
liberalization will be sustained in the future.  There could be slow down in the pace of economic
development.  The rate of economic liberalization could change specific laws and policies and other
matters affecting the investment in securities of the company.  Any adverse changes in the
Government policies relating to the products dealt by the company may have an impact on our
profitability.

3.An active market for the Equity Shares may not develop, which may cause the price of the Equity
Shares to fall and may limit your ability to sell the Equity Shares

The Equity Shares ofthe Companyare currently not listed on any of the Stock Exchanges. Application
has been made to the BSE for the Equity Shares to be admitted to trading on the stock exchange. No
assurance can be given that an active trading market for the Equity Shares will develop or as to the
liquidity or sustainability of any such market, the ability of holders of the Equity Shares to sell their
Equity Shares or the price at which shareholders will be able to sell their Equity Shares. If an active
market for the Equity Shares fails to develop or be sustained, the trading price of the Equity Shares
could fall. If an active trading market were to develop, the Equity Shares could trade at prices that
may be lower than their initial offering price.

4.A slowdown in economic growth in India could cause thebusiness ofthe Company to suffer

Company’s performance and growth is dependent on the health of the Indian economy. The economy
could be adversely affected by various factors such as political or regulatory action, including adverse
changes in liberalisation policies, social disturbances, terrorist attacks and other acts of violence or
war, natural calamities, interest rates, commodity and energy prices and various other factors. Any
slowdown in the Indian economy may adversely impactour business and financial performance and
the price of our Equity Shares.

Notes to Risk Factors

1.Public Issue of 64, 00,000Equity Shares of Rs. 10 each at a price of Rs.-40 /- per equity share for
cash aggregating Rs.2560.00 lacs.

2.The net worth of the Companyas per audited accounts,as on31/03/2007and 31/12/2007was
Rs. 909.10 lacs andRs.1190.55lacs respectively.

3.The average cost of acquisition of Equity Shares by the Company’s Promoters/ Promoter Group,
is Rs.1.82 /-per Equity Share.
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4.Book value of the Equity Shares of the Company,as per itsauditedrestated financial statements
ason31/03/2007 and 31/12/2007wasRs.23.52 and Rs.30.80Per share respectively.

5.The company has entered into certain transactions with related parties for an aggregate value of
Rs41.65lacsas on 31/12/2007. Formoredetails on Related Party Transactions refer to the
chapter titled "Related Party Transactions" on page94of this Offer Document.

6.For details of loans and advances made by the Company refer page93of this offerdocument

7.There is no interest of promoters/ directors/ key management personnel other than
reimbursement of expenses incurred on normal remuneration or benefits.

8.Investors are free to contact the LM for any complaints/ information/ clarification pertaining to
this Issue. For contact details of the LM, please refer to the cover page of this Offer Document.

9.All information shall be made available by the LM and the Company to the public and investors
at large and no selective or additional information would be available only to a section of the
investors in any manner whatsoever.

10.Investors are advised to refer to the paragraph on “Basis of Issue Price” on page26of this Offer
Document before making an investment in this Issue.

11.In theevent of the Issue being oversubscribed, the allotment will be made on a proportionate
basis.
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PART I

SECTION II- INTRODUCTION

SUMMARY

This is only a summary and does not contain all the information that you should consider before investing in the
Equity Share of the Company. You should read this entire Offer Document, including the information
contained in the chapter titled “Risk Factors” and “Financial Statements” and related notes beginning on pages
viiand83of this Offer Document before decidingto invest on the Equity Shares of the Company.

Overview oftheIndustry

India is one of the lowest cost producers of drugs and pharmaceuticals in the world. The Indian
Pharmaceutical Industry (IPI) is undergoing a major transition with global as well asdomestic factors
playing a part in it. The playing field for the domestic pharmaceutical companies changed completely
with the advent of product patent regime from January 2005. The single most important factor that
has changed the dynamics of the industry is India’s recognition of product patents under the Trade
Related Intellectual Property Rights (TRIPS) agreement which came into effect from January, 2005.
This has opened up a host of new opportunities for the domestic pharmaceutical companies and it
has also developed new threats for the industry. The domestic pharmaceutical companies are now
compelled to pursue various strategies on the business and R&D front for achievement of long-term
sustainable growth. Besides changes in the patent law, the issuesof drug pricing and the union
pharmaceutical policy would also be instrumental in shaping the regulatory environment for the
industry.

The size of the Indian pharmaceutical industry (based on value of production by Indian
Pharmaceutical companies) was INR 416 bn or US$ 9 bn in 2005-06. The size of the global
pharmaceutical market was US$ 602 bn and it grew by nearly 7% at constant exchange ratein 2005.
The global pharmaceutical market has grown at a CAGR of nearly 11% during 1998-2005.

The regulated markets constitute largest size and control 88% of the global pharmaceutical market.
North America (47%), with 2005 sales of US$ 266 bn, is the largest market for pharmaceuticals.

The Indian pharmaceutical industry (IPI) is highly fragmented with about 330 companies in the
organized sector and more than 15,000 units in the unorganized sector. India is ranked 4th in volume
terms and 11th in value terms among the global pharmaceutical markets. During 2005-06, the
industry grew at the rate of 9.5% as compared to2004-05, where it clocked ameag growth of 1.3%.
The growth in the 2005-06 can be attributed to the spill-over effect of de-stocking of medicines by
stockiest as a result of clarity on implementation of Value Added Tax (VAT) by states and also due to
robust growth in exports by the industry.

Exports from IPI have shown a steady growth during the last six years and their share in the total
turnover has increased significantly. Exports by Indian Pharmaceutical companies have grown at a
CAGR of 19% during the period 1998-2006 and constituted nearly 52% of the total industry size in
2005-06.

Formulations comprise majority of exports, however, bulk drug exports have also grown at a
significant rate. In 2005-06 formulations constituted 55% of total exports in value terms and the
remaining were bulk drug exports. The rise in exports is largely attributed to IPI’s ability to produce
quality medicines covering all major therapeutic segments at lower costs. Moreover, there are good
opportunities provided by the potentially huge generics market in US and Europe. Indian companies
are constantly upgrading their existing manufacturing facilities to get them approved from regulatory
authorities (USFDA, MHRA, etc.) in order to access the regulated markets. These factors are likely to
drive the exports of the Indian companies going forward.

(Source:The above data on theindustry have been taken form theresearch report on Indian
Pharmaceutical Industry prepared byCARE Research.  The report is ofJune 2007)
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Business Summary

Bafna was started as a proprietary concern in 1981 by Mr.Bafna Mahaveer Chand in the name of
Bafna Pharmaceutical and has been engaged in the business of manufacturing pharmaceutical
formulations ofBetalactum and NonBetalactum products.   The first manufacturing unit was set up
atMadhavaram during October 1984 for manufacture oftablets with an installed capacity of 420 lacs
tablets p.a.   Subsequently thecapsule line was added during 1987 with a capacity of 300Lacs capsule
p.a. and then liquid line with an installed capacity of45000 lts p.a was added in 1990.   During the
year 1995,Bafna Pharmaceuticals Limited was incorporated and it acquired the entire business of the
proprietary concern.During the year 2001, the company constructed a separate block at Madhavaram
for manufacturing Betalactum products. During 2006,Bafna has set up an 100% EOU unit at
Madhavaram for the production oftablets and capsule with a capacity of6973.20lacs and 2462.40
lacs. This facility has been set up as per revised Schedule M under the Drugs and Cosmetics Act, 1947.
The unit has been WHO GMP certified and also ISO 9000 certified. The products manufactured in this
factory caters to the markets of Srilanka, Ghana and Ukraine.

Bafna was carrying on contract manufacturing for M/s Croslands Pvt. Ltd. a Mumbai based
Pharmaceutical Company during the period 1994 to 2000. This company was subsequently taken over
by M/s Ranbaxy Laboratories Ltd. and presently there is no entity called Crosslands Pvt. Ltd. in
existence.Bafna was awarded the WHO GMP certification during the year 1995.  Thecompany’s first
productwas registered in Srilanka in 1995 and the company made its first export during the same
year.Presently around 57 products of the company are registered in Srilanka.  During the year 2000
Bafnaregistered 3 of its products in Lao and in theyear 2006, 4 products were registered inUkraine.
During 2007,Bafna registered 1 product in Ghana.  The products registered by the company cover all
thetherapeutic segments. In theyear 2003, the Government of India granted the Export House status
to the company.  The company received the Best Supplier award from the Srilankan Government
during 2005.

After establishing itself in the non–regulated market, the company decided to enter into a more
lucrativeand regulatedmarket of Europe.  Towards this objective, thecompany started construction
ofa new state of art facility atGrantlayon village, nearRed hills, Chennaifor the manufacture of Non
Betalactum products in solid oral dosage form during 2005.This unit is a 100% EOU unit.The total
cost of the project asappraised by State Bank of India was Rs. 26.30 crore and the same was funded
through a term loan of Rs. 14.60 crores sanctioned and disbursed  by State Bank ofIndia– Siruthozhil
branch–Chennai and the balance through promoters contribution and internal accruals.  Thefactory
was completed and inaugurated by the Governor of Tamil Nadu on October 2, 2006.   This new plant
has been set up with guidelines as laiddownin European GMP.The machineries installed in the new
facility of the company are Programmable Logic Controller and all the contact parts are made of
stainless steel.  This leads to consistent quality of products produced with no contamination.  The
Auto Coater machiniery used in the unit is imported from Korea and Camera system for detection of
unfilled product is imported from USA.The company has entered into an agreement with an UK
based company Somex Pharma for saleof cholesterol loweringagentproductsto bemanufactured by
Bafna at this unit.A full scale commercialproduction would be commenced in the newunit once
approval of MHRA is received.Presently company is validating the equipments and process at this
unit and taking validation batches for trail run.

The company has been rated by Dun & Bradstreet during July 2006 and has obtained a ratingof SE
2A indicatingHigh Performance Capability and High Financial Strength.During February 2007, the
Ghana FDA audited the facilities of the company and granted registration for one of its products
under– Antifungal category.The company has applied for registration of brands with trademark
registry for23 products and 15 brands have already been approved. The other products are under
consideration and the approvals of the same are expected shortly.
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The present installed capacity of different categories of productsmanufactured byBafna areas
under:-

ProductsInstalled capacity on one
shift basis Madhavaram

unit

Installed capacity on one
shift basis Madhavaram

EOU unit

Installed capacity on one
shift basisGrantlayon

unit
Tablets 8344.30lacs 6973.20lacs 7195.00lacs

Capsules  2737.70lacs 2462.40lacs 2250.00lacs
Oral syrups416569 Litres -- --

Competitive Strengths ofBafna

1.Wellexperiencedpromoters– The promotersof Bafnaare in the business of dealing and
manufacturing in pharmaceutical products for the past 25 years.

2.Internationalstandards:OurCompany has been WHO-GMP certified since 1995. The
manufacturing facility at Madhavaram is ISO 9001:2000 certified.  The new facilityatGrantlayon
is as per EU GMP guidelines and is in the process of obtaining MHRA & USFDA approvals.
Bafna has been awarded the Best Supplier Award from State Pharmaceutical Co-operation of Sri
Lanka in 2005.

3.Consistently delivered high quality products:Bafna considers the quality of its products an
obligation and pre-requisites of its activities in the health care sector and is committed to build
quality into the products being manufactured. The quality assurance department of the company
keeps a consistent surveillance on thepurchasing, storage, manufacturing, testing, distribution &
marketing of its products to ensure compliance with company’s quality goals.

4.Strong focus on productdevelopmentthroughresearch & development: Our constant focus on
R&D has enabled us to develop high quality products. It also helps us in attaining an optimum
product mix whichin turn leads to a better realization.

5.Multi-product capability: TheCompany presently manufactures 126 formulations under various
therapeutic segments such as- anti-infective, cholesterol lowering agents, analgesic and
antipyretic, antihelmintics, appetite stimulants, cough & cold preparations,antiulcerants anti
diabetic and vitamins etc.  . The manufacturing facilities of the company are multi-adaptable i.e.
the facilities can produce multiple products using a combination of process.

6.Registered brands:Bafna presently has obtained 336 product licenses and has 65 products
registered invarious countries suchas Srilanka, Ukraine, Ghana and Lao. The company’s
dispatches to these countries have essentially to be only those products which are registered in
the respective countries.

Businessstrategy:

1.Entry into regulatedmarket:Bafna intendsto enter into the regulated markets of the UK and
USA and towards this purpose it has already set up a state of the art factory atGrantlayon.This
new plant has been set up with guidelines as laid downin European GMP and the company is
awaiting the MHRAapproval for the factory.

2.Diversifying into newmarkets:Bafna intendstodiversify into a growing market of formulation
used inlifestyle disorder segments like cardiovascular and alsomarket itsexistingproducts
manufactured in theanti-infectiveanddiabeticsegment by launching theproducts and
promoting them ethicallythroughbrand building exercise in India as well as in theinternational
market.
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3.Cost competitive: With the scaling ofthe manufacturing operationsof the company, the
products of the company would becost effectivethrough bulk purchasing of raw material.
Moreoverthe companyintends to implement automation at every stage of manufacturing process
to be cost effective.

4.ContractManufacturing:The recognition of product patent has provided global companies with
better IPR protection and as a result has opened up a new segment for the IPI in Contract
Research and Manufacturing Services (CRAMS). CRAMS has its roots in the outsourcing & off-
shoring strategy that is successfully being employed by the developed countries.Many
multinational pharmaceutical companies are expected to be affected by the number of drugs
going off-patent. These companies needto maintain their growth momentum and to reduce the
manufacturing cost are expected tooutsource majority of off-patent products.  SinceBafnahas
already set up its new factory as perEUGMP guidelines, it intends to get the contract
manufacturing for these large multi national companies.

5.Registration ofproducts:Bafna intends to register more and more of its products in different
countries in its name and proposes to set up a strong marketing team to promote the products so
registered.
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FINANCIAL DATA

STATEMENT OF RESTATED PROFIT AND LOSS ACCOUNT

(Rs. In lacs)
Particulars As at 31 st March

2003 2004 2005 2006 2007

April-
December

2007

Sales:
of Productsmanufactured by the Company1289.131483.592529.562015.533600.812538.02
Of Productstraded in by the Company5.22 2.45 0.6420.230.00 0.00
Other Income 79.8199.8990.80118.32123.8420.49
Increase(Decrease in Inventories)116.11(64.60)41.65(17.61)137.31(89.59)

TOTAL 1490.271521.332662.652136.473861.962468.92
Expenditure
Raw Material Consumed 1160.041104.112130.551588.043214.802005.88
Staff Costs 25.1329.9038.7538.9847.59 42.10
Other Manufacturing Expenses124.99192.06211.81214.96302.76135.70
Administration Expenses22.3130.9935.8945.6249.90 44.20
Selling & Distribution Expenses40.3255.3540.3866.2040.17 35.23

TOTAL 1372.791412.412457.381953.803655.222263.11

Earning Before Depreciation Interest & Tax117.48108.92205.27182.67206.74205.81
Depreciation 17.7716.8317.02 26.7436.84 25.51
Interest 24.5327.2348.8249.9450.82 45.36
Net Profit before tax and extraordinary items75.1864.86139.43105.99119.08134.94
Taxation
current tax 18.0022.6150.5816.6912.71 5.01
Deferred tax 2.06(2.26)(0.96)(2.97)2.14 (1.16)
Net Profit before  extraordinary items55.1244.5189.8192.27104.23131.09
Extraordinary items 0.03 0.23 1.31 7.62 7.38 1.85
Net profit after Extraordinary items55.0944.2888.5084.6596.85129.24

The above should be read withNotes to Statements of Adjusted Profits & Losses & Assets &
Liabilities, as restated & Significant Accounting Policies as appearing in Annexure III of the Auditors
Report on page no.87 of this Offer Document.
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 STATEMENT OF RESTATED ASSETS AND LIABILITIES
(Rs. In lacs)

AS at 31 st March
Particulars 2003 2004 2005 2006 2007

April-
December

2007
A. Fixed Assets
Gross Block 299.79301.32325.77495.63422.55 434.25
Less Depreciation 76.2193.04110.06136.80173.64 199.15

223.58208.28215.71358.83248.91 235.10
Less Revaluation Reserve0.00 0.00 0.00 0.00 0.00 0.00
Net Block after Revaluation Reserve223.58208.28215.71358.83248.91 235.10
Work- in- Progress 0.00 0.00 147.12445.132301.802651.76
Net Block 223.58208.28362.83803.962550.712886.86
B. Investments 0.00 0.00 0.00 0.00 0.00 0.00
C. Current Assets, Loans and Advances
Inventories 357.38271.46585.02497.18656.11 675.93
Sundry Debtors 266.98389.32426.77495.841840.752061.22
Cash and bank balances29.9149.87116.40108.25176.69 135.75
Loans and Advances 100.5139.25192.31234.53171.82 226.69
Total Current Assets754.78749.901320.501335.802845.373099.59
D  Total Assets                    (A+B+C)978.36958.181683.332139.765396.085986.45
E. Liabilities and Provisions
Loan Funds
Secured Loans 133.76183.82671.961146.191584.822277.93
Unsecured Loans 6.64 6.64 6.39 0.25126.34 131.20
Total 140.40190.46678.351146.441711.162409.13
F  Current Liabilities and provision
Current Liabilities 554.62423.35516.82405.082750.092360.77
Provisions 18.0022.6150.5815.9612.70 13.01
Deferred Tax Liability17.0714.8213.8610.8813.03 11.86
Total 589.69460.78581.26431.922775.822385.64
G Total Liabilities & Provisions    (E+F)730.09651.241259.611578.364486.984794.77
H.Net Worth                                    (D-G) 248.27306.94423.72561.40909.101191.68
I. Represented by
Share Capital 42.5442.54227.68386.52386.52 958.11
Share Application 3.00 3.00 30.0027.68276.93 0.00
Reserves 202.79261.43167.79153.60250.45 236.77
Total 248.33306.97425.47567.80913.901194.88
J.Misc. Expenditure to the extent not
written off or adjusted0.06 0.03 1.75 6.40 4.80 3.20
H.Net Worth                                     (I-J) 248.27306.94423.72561.40909.101191.68

The above should be read with Notes to Statements of Adjusted Profits & Losses & Assets &
Liabilities, as restated & Significant Accounting Policies as appearing in Annexure III of the Auditors
Report on page no.87of this Offer Document.
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THE ISSUE

Type of IssueType of
Instrument

No. of
equity shares

Face Value
(Rs.)

Issue Price
(Rs.)

Consideration

Public IssueEquity Shares64,00,00010/- 40/- Cash

ISSUE BREAK-UP

Particulars No. of Equity Shares

Equity Shares offered (Issue Size)64,00,000 Equity Shares

Equity shares outstanding prior to the Issue95,81,129Equity Shares

Equity shares outstanding after the issue1,59,81,129Equity Shares

Use of proceeds:
Please see section titled “Objects of the Issue” on page19of this Offer Document

ISSUE PROGRAM

ISSUE OPENS ON: TUESDAY, MAY 27, 2008
ISSUE CLOSES ON : FRIDAY, MAY 30, 2008
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GENERAL INFORMATION
Incorporation:

Our company was incorporated on 20thApril 1995 asBafna Pharmaceuticals Limited under
Companies Act 1956, with Registration number-18-30698 from Registrar of Companies, Tamil Nadu,
Chennai.

Address of the company:

Registered OfficeBafna Towers, No: 299, Thambu Chetty Street, Chennai-600 001

Factory-I No: 13, S. V. Koil Street,Madhavaram, Chennai-600 060

Factory-II 147,Red hills High Road,Grantlayon Village, Chennai- 600 052

CompanyIdentificationNumber–U2494TN1995PLC030698

Contact Person: Mr.R. Jayaraman, Company Secretary and Compliance Officer

Address of Registrar of Companies: Haddows Road, Chennai 600 006, Tamil Nadu.

Board of Directors

The present Board of Directors ofBAFNA consists of the following:

Name Designation Status

Mr.BafnaMahaveer ChandChairman & Managing DirectorExecutive and Non-
independent

Mr. ParasBafna Whole time Director Executive and Non-
Independent

Mr. SunilBafna Director Non-Executive and Non-
Independent

Mr. R. Dwarakanathan Director Non-executive and
Independent

Mr. V. Rajamani Director Non-executive and
Independent

Mr. A.  Sahasranaman Director Non-executive and
Independent

Mr. Ratan Chand Lodha Director Non-executive and
Independent

For more details on our directors, please refer to this section titled "Our Management" beginning on page70of
this Offer Document.

Company Secretary and Compliance Officer

Mr. R. Jayaraman
Bafna Pharmaceuticals Limited
Bafna Towers, No: 299,
Thambu Chetty Street,
 Chennai-600 001
Tel.: +91-44-25267517
Fax.: +91-44-25231264
E-mail:cs@bafnapharma.com

cs@bafnapharma.com
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Registrar to the Issue

Cameo Corporate Services Ltd.
Subramanian Building, # 1, Club House Road
Chennai 600 002- INDIA
Tel: +91-044-2846 0390 (5 Lines); Fax: +91-044-2846 0129
E-mail : cameo@cameoindia.com
Website: www.cameoindia.com
SEBI Reg. No. : INR 000003753
Contact Person:Mr. R. D. Ramaswamy

Investors can contact the Compliance Officer or the Registrar in case of any Pre-Issue or Post-Issue
related problems such as non-receipt of letters of allotment, credit of allotted Equity Shares in the
respective beneficiary account or refund orders, etc.

Lead Managerto the Issue

KEYNOTE CORPORATE SERVICES LIMITED
4th Floor, Balmer Lawrie Building,
5, J. N. Heredia Marg, Ballard Estate, Mumbai-400 001.
Tel : +91-022-30266000/22694324
Fax: + 91-022-22694323
E-mail:mbd@keynoteindia.net
Website:www.keynoteindia.net
Sebi Regn No: INM 000003606
Contact Person: Ms. Girija Choudhari

Co-Lead Manager to the Issue

Ashika Capital Limited
1008, Raheja Centre, 214, Nariman Point, Mumbai-400 021.
Tel : +91- 22- 66111700;
Fax: +91- 22- 66111710
Email: mbd@ashikagroup.com
Website: www.ashikadirect.com
SEBI Regn. No: INM 00010536
Contact Person:Mr.Nithin Kanuganti

Advisors to the Issue

CORPORATE LAW CHAMBERS INDIA
44A, Nariman Bhavan,
Nariman Point
Mumbai– 400 021.
Tel : +91-022- 6632 1528 , Fax :+91-022-6632 1531
E.mail: mail@corplawchambers.com
Contact person: Mr. A. Y.Srinivasan

cameo@cameoindia.com
www.cameoindia.com
mbd@keynoteindia.net
www.keynoteindia.net
mbd@ashikagroup.com
www.ashikadirect.com
mail@corplawchambers.com


Bafna Pharmaceuticals Ltd.
______________________________________________________________________________ _________________________________________________________________________________________________________

10

Bankers to the Issue

HDFC BANK LIMITED
BTI Ops Department
Meneckji Wadia Bldg, 3rd Floor,
Nanik Motwani Marg
Fort,Mumbai– 400 001
Tel: + 91 2266573746, 22700272
Fax: + 91 2222700024
E-mail:deepak.rane@hdfcbank.com
Website:www.hdfcbank.com
Contact person:Mr. Deepak Rane

CANARA BANK
Capital Market Services Branch
11,Homji Street,Varma ChambersBldg,
(Ground Floor)Fort, Mumbai– 400001
Tel:+91-022-22692973, 22662816
Fax: +91-022-22664140
Email:mcity2422@canbank.co.in
Website:www.canarabankindia.com
Contact person:Mr. T. Muralidharan

ICICI BANK LIMITED
Capital Markets Division
30, Mumbai Samachar Marg,
Fort Mumbai– 400 001
Tel:  + 91 22 22627600
Fax:+ 91 22 22611138
E-mail:venkataraghavan.t@icicibank.com
Website:www.icicibank.com
Contact person:Mr. Venkataraghavan T A

STATE BANK OF INDIA
New Issues & Securities Services Division
Mumbai Main Branch, Mumbai Samachar Marg
P.B. No. 13, Fort,
Mumbai- 400 023
Tel:  + 91 22 22651579, 22662133, 22651363
Fax:+ 91 22 22670745, 22695277
E-mail:mmbnewiss@sbi.co.in,
rajeev.kumar@sbi.co.in
Website:www.statebankofindia.com
Contact person: Mr. Kannan Raj, Mr. Rajeev Kumar

Statutory Auditors

M/s. Abhay Jain & Co.
Chartered Accountants
4/16, Sankurama Street,
Chennai-600 001
Tel.: +91-044-25382567/25382360

Bankers to the Company

State Bank of India
Siruthozil Branch,
Chennai-600 034
Tel.:+91-44-28278845
Fax:+91-44-28229292

Credit Rating

As this is an Issue of Equity Shares thereis no credit rating for this Issue.

Trustees

As this is an Issue of Equity Shares, the appointment of Trustees is not required.

Monitoring Agency

No agency has been appointed to monitor the utilization of funds.

rane@hdfcbank.com
www.hdfcbank.com
mcity2422@canbank.co.in
www.canarabankindia.com
t@icicibank.com
www.icicibank.com
E-mail:mmbnewiss@sbi.co.in
kumar@sbi.co.in
www.statebankofindia.com
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IPO Grading

ICRA has assigned anIPO grade 2, indicating below average fundamentals, to the proposed IPO of
Bafna Pharmaceuticals Limited (Bafna).  ICRA assigns IPO gradings on a scale of IPO Grade 5 to IPO
Grade 1, with Grade 5 indicating strong fundamentals and Grade 1 indicating poor fundamentals.

A summary of the rationale for the grading assigned byICRA Ltd. to the Issue is extracted below:

The IPO grading assigned by ICRA favourably factors in the promoters’ experience in the domestic
pharmaceutical industry and the company’s long experience in the unregulated market with supply
to Sri Lanka.  The grading also takes into account the company’s investment in manufacturing
facilities atGrantlayon in Chennai targeting approvals from regulated market authorities.

The grading is, however, constrained by the risks arising out of significant proportion of Bafna’s
business from the institutional segment– characterized by low pricing power, high customer
concentration with more than 90% of revenues in 2005-06 and 2006-07 derived from top five
customers, strengthening of Indian rupee impacting profitability of its growing exports business and
lack of experience in the regulated markets.  The grading also factors in the low profitability
demonstrated by the company’s past financials.  ICRAexpects that the key challenge for the company
would be to scale up its qualified and professional manpower resources in line with its proposed
growth plans.  Scaling up domestic branded business would also be a challenge considering presence
of large established players.  Moreover, Bafna’s small scale of operations and adverse regulatory
changes in pricing in the domestic pharmaceutical business add to the vulnerability of the company
given the dynamic and highly competitive nature of the pharmaceutical industry.

Underwriting Agreement

The present Public Issue is not underwritten
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Statement of Inter Se Allocation of Responsibilities

The following table sets forth the distribution of responsibility and co-ordination for various activities
among the Lead Manager to the Issue and Co-lead Manager to the Issue:

Sr.
No.

Activity ResponsibilityCoordinator

A. i)

ii)

Capital Structuring with relative components
and   formalities

Structuring of the issue instrument
Keynote Keynote

B. i)

ii)

Offer document– draft and design of offer
document, due diligence and completion of
formalities with Stock Exchange, SEBI and
Registrar of Companies.

Selection of Ad agencies, design of statutory
advertisement and press releases

Keynote Keynote

C. Marketing of the Issue, which will cover,
interalia formulating of marketing strategies,
preparation of publicity budget, arrangement
for Ad MediaCenters of holding conferences of
Brokers, Investors etc, and Bankers to the Issue.

Ashika
&

Keynote

Ashika

D. Selection of various agencies connected with the
issue such as Registrars to the Issue, Printers
and Brokers.

Keynote
&

Ashika
Keynote

E. Selection of Bankers to the Issue, collection
centers Keynote

&
Ashika

Ashika

F. Follow up with Bankers to the issue on
collections and advising the issuer about closure
of the issue based on correct figures

Ashika Ashika

G. Post issue activities will involve submission of
statutory reports, essential follow up steps
including finalization of basis of allotment,
listing of instrument and dispatch of certificates
and refunds, coordination with various agencies
connected with the work such as registrars to
the issue, bankers to the issue and the bank
handling the refund business.  Evenif many of
these activities will be handled by other
intermediaries, the designated Lead Manager
shall be responsible for ensuring that these
agencies fulfill their functions and enable to
discharge this responsibility through suitable
agreement with the issue company.

Ashika Ashika

The selection of various agencies like Registrars to the issue, Bankers to the issue, Bank collection
centers, Legal Advisors to the issue, Underwriters to the Issue, Brokers, Ad Agencies and PR Agencies
etc will be finalized in consultation with issuer company.
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CAPITAL STRUCTURE

Particulars Nominal
Value
(Rs.)

Premium
(Rs.)

Total
Amount

(Rs.)
A AUTHORISED

20000000 equity shares of Rs. 10/- each 200000000 - 200000000

B ISSUED,SUBSCRIBED AND PAID UP SHARE
CAPITAL
9581129equity shares of Rs. 10/- each

958112907100000 102911290

C PRESENT ISSUE IN TERMS OF THIS OFFER
DOCUMENT
6400000 equity shares of Rs. 10/- each for cashat a
premium of Rs.30/- per share aggregating to Rs.
2560lacs.

64000000192000000256000000

D TOTAL PAID UP SHARE CAPITAL AFTER THE
PUBLIC ISSUE
15981129equity shares of Rs. 10/- each

159811290 - 159811290

E SHARE PREMIUM ACCOUNT
Before the Public Issue
After the Public Issue

7100000
199100000 - -

Details of increase in the authorized share capital ofBAFNA, since incorporation, are as follows:

Sr.No.Details of increase in authorised share capitalDate
1 Incorporation Rs50Lacs divided into5,00,000 Equity Shares of Rs.

10 each.
At Incorporation

2 Increased to Rs. 150 Lacs divided into 15,00,000  Equity Shares of
Rs. 10 each.

28/02/2005

3 Increased to Rs. 350 Lacs divided into 35,00,000 Equity Shares of
Rs. 10 each.

31/03/2005

4 Increased to Rs. 1600 Lacs divided into1,60,00,000 Equity Shares
of Rs. 10 each.

15/12/2005

5 Increased toRs. 2000 Lacs divided into 2,00,00,000 Equity Shares
of Rs. 10 each

28/09/2007

Notes to the Capital Structure:

1.Share Capital History of the Company

Date of
Allotment

Number of
Shares

Face Value Per
Equity Share

(Rs.)

Issue Price
Per Equity

Share
(Rs.)

Nature of
Payment of

Consideration

Reason for
allotment

Cumulative
Number of

Equity Shares

28/03/1995700 10 10 Cash Subscription to
Memorandum

700

28/03/19982,74,665
1,50,000 *

10
10

10
10

Cash
Consideration

other than
cash*

Further issue of
shares

4,25,365

01/03/200530,000 10 10 Cash Further issue of
shares

4,55,365

31/03/200518,21,460 10 - Bonus Bonus in the
ratio of 4 : 1

22,76,825
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Date of
Allotment

Number of
Shares

Face Value Per
Equity Share

(Rs.)

Issue Price
Per Equity

Share
(Rs.)

Nature of
Payment of

Consideration

Reason for
allotment

Cumulative
Number of

Equity Shares

09/05/20053,00,000 10 10 Cash Further issue of
shares

25,76,825

30/12/200512,88,412 10 - Bonus Bonus in the
ratio of 1 : 2

38,65,237

28/09/200723,19,142 10 - Bonus Bonus in the
ratio of 3:5

61,84,379

01/10/200726,06,750 10 10 Cash Further issue of
shares

87,91,129

01/10/20076,90,000 10 20 Cash Further issue of
shares

94,81,129

01/10/20071,00,000 10 30 Cash Further issue of
shares

95,81,129

* Mr.Bafna Mahaveer Chand, the promoter was issued 1,50,000 shares  towards consideration for
takeover of the business of theproprietary concern–Bafna Pharmaceutical.

Note: The Bonus Issue has been made out of the Profits of the Company and not out of revaluation
reserves.

As on date of filing of this Offer Document with SEBI,Bafna’s issued capital is fully paid up.

2.Promoters Contribution and Lock-In

Thedetails of pre-issueshareholding of the promotersoffered for minimumlock-in for 3yearsas per
SEBI guidelines is as detailed herein.  All the Equity Shares, which are being locked-in are eligible for
computation of promoter’s contribution and lock-in under Clause 4.6 of the SEBI Guidelines.

Name of
Promoter

Date of
Allotment
/Transfer

Allotment
/Transfer

Conside
ration
(Rs.)

Number
of

Shares

Face
Value
(Rs.)

Issue/
Transfer

Price (Rs.)

% of Post
Issue

Lock in
Period

28/03/1995 AllotmentCash 100 10 10 negligible3 years

28/03/1998 Allotment
Other
than
Cash

1,50,000 10 - 0.943 years

12/12/2002 Transfer-- 16,000 10 10 0.103 years

15/10/2003 Transfer-- 36,000 10 10 0.233 years

31/03/2005 AllotmentBonus8,08,400 10 _ 5.063 years

30/12/2005 AllotmentBonus5,05,250 10 _ 3.153 years

15/06/2006 Transfer-- (74,250) 10 10 (0.46)

Mr. Bafna
Mahaveer

Chand

28/09/2007 AllotmentBonus8,64,900 10 _ 5.413 years

Sub– Total
(a) 23,06,400 14.43
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28/03/1995 AllotmentCash 100 10 10 0.003 years

28/03/1998 AllotmentCash 2,225 10 10 0.013 years

12/12/2002 Transfer_ 14,000 10 10 0.093 years

15/10/2003 Transfer_ 51,440 10 10 0.323 years

22/10/2004 Transfer_ 4,000 10 10 0.033 years

31/03/2005 AllotmentBonus2,87,060 10 - 1.803 years

30/12/2005 AllotmentBonus1,79,412 10 - 1.123 years

Mr. Paras
 Bafna

28/09/2007 AllotmentBonus3,22,942 10 - 2.023 years

Sub– Total
(b) 8,61,179 5.39

Mr. Navin
Bafna 28/09/2007 AllotmentBonus28,647 10 - 0.183 years

Sub– Total
(c) 28,647 0.18

Grand Total 31,96,226 20.00

Note:

Specific written consent has been obtained from the Promoters for inclusion of the Equity Shares for
ensuring lock-in of three years to the extent of minimum 20% of post-Issue paid-up equity share
capital from the date of allotment in the proposed public issue. Promoters’ contribution does not
consist of any private placement made by solicitation of subscription from unrelated persons either
directly or through any intermediary.

Shares held by the person other than thePromoters, prior to this Issue, which are subject to lock in as
per the relevant provisions of Chapter IV of SEBI Guidelines, may be transferred to any other person
holding shares which are locked in, subject to continuation of lock-in in the hands of transferees for
the remaining period and compliance of Securities and Exchange Board of India (Substantial
Acquisition of Shares and Takeovers) Regulations, 1997 as applicable.

Shares held by Promoter(s) which are locked in as per the relevant provisions of Chapter IV of the
SEBI Guidelines, may be transferred to and amongst Promoter/Promoter group or to a new promoter
or persons in control of the Company, subject to continuation of lock-in in the hands of transferees for
the remaining period and compliance of Securities and Exchange Board of India (Substantial
Acquisition of shares and Takeovers) Regulations, 1997, as applicable.As per clause 4.15.1 of SEBI
(DIP) Guidelines, 2000, the locked-in Equity Shares held by the Promoter(s) can be pledged only with
banks or financial institutions as collateral security for loans granted by such banks or financial
institutions, provided the pledge of shares is one of the terms of sanction of such loan.Provided that
if securities are locked in as minimum promoters’contribution under clause 4.11.1, the same may be
pledged, only if, inaddition to fulfilling the requirements of this clause, the loan has beengranted by
such banks or financial institutions for the purpose offinancing one or more of the objects of the
issue.)

Other thanthose shares those shares that are locked in as promoter’s contribution for three years, the
entire pre-issue share capitalof 63,84,903  equity shareswill be locked in for a period of one year from
the date of allotment in this public issue.
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The details of share holding held by the promoters which shall be locked in for a period of one year is
as follows:

Name of
Promoter

Date of
Allotment
/Transfer

Allotment
/Transfer

Conside
ration
(Rs.)

Number
of

Shares

Face
Value
(Rs.)

Issue/
Transfer

Price (Rs.)

% of Post
Issue

Lock in
Period

Mr. Bafna
Mahaveer

Chand
01/12/2007Transfer-- 5,00,000 10 10 3.131 year

Sub- Total 5,00,000 3.13

Mr. Paras Bafna01/12/2007Transfer 50,000 10 10 0.311 year

Sub– Total 50,000 0.31

22/10/2004Transfer- 10,000 10 0.061 year

31/03/2005AllotmentCash40,000 10 10 0.251 year

20/10/2005Transfer- 3,00,000 10 10 1.881 year

30/12/2005AllotmentBonus1,75,000 10 - 1.101 year

Mr. Navin
Bafna

28/09/2007AllotmentBonus2,86,353 10 - 1.791 year

Sub– Total 8,11,353 5.08

Grand Total 13,61,353 8.52

3.Transactions in the Company’s Equity Shares by the Promoters/Promoter Group and the
directors of the Company or directors of the Promoter company during a period of six months
preceding the date of filing of this  Offer Document with SEBI except as given under:

Date of
Transfer

Name of the TransferorName of the TransfereeNumber of
Shares

Transfer
Price per

share (Rs.)
01/12/2007Mr. Manmohan singh JainMr. Paras Bafna 50,000 10

01/12/2007Mr. Manmohan singh Jain
Mr. Bafna Mahaveer

Chand 5,00,000 10

4.Shareholding pattern of the Company Pre and Post Issue

Pre-Issue Post-Issue
Shareholder’s CategoryNo. of Shares%ageNo. of Shares%age

Promoters
Mr. Bafna Mahaveer Chand 28,06,400 29.2928,06,400 17.56

Mr. Paras Bafna 9,11,179 9.519,11,179 5.70
Mr. Navin Bafna 8,40,000 8.778,40,000 5.26

Sub Total (a) 45,57,579 47.5745,57,579 28.52
Immediate Relative of promoters
(Spouse, Parent, Child,Brother, Sister)
Mrs. Sasikala Bafna 12,97,200 13.5412,97,200 8.12
Bafna Mahaveer Chand (HUF)60,000 0.63 60,000 0.38
Mrs. Usha Bafna 3,12,000 3.263,12,000 1.95
Mrs. Amribai Bafna 1,01,200 1.061,01,200 0.63
Ms. Chetna Bafna 4,80,750 5.024,80,750 3.01

Total (b) 22,51,150 23.5022,51,150 14.08
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Pre-Issue Post-Issue
Shareholder’s CategoryNo. of Shares%ageNo. of Shares%age

Sub Total (a+b) 68,08,729 71.07 68,08,729 42.60
Company in which 10% or more of the
share Capital is held by the promoter his
immediate Relative firm or HUF in
which the promoter or his immediate
relative is a member.

N.A. N.A.

Company in which the Company
mentioned in point no. c), above holds
10% or more of the share capitalN.A. N.A.
HUF in which aggregate share of the
promoter and his immediate relative is
equal or more than 10% or more of the
share capital.

N.A. N.A.

Others:
a. Body Corporates 12,43,750 12.9812,43,750 7.78
b. Individuals 15,28,650 15.9515,28,650 9.57

Sub Total (a+b) 27,72,400 28.9427,72,400 17.35
Public - - 64,00,000 40.05

GRAND TOTAL 95,81,129 100.0015,981,129 100.00

5a)Particulars of top ten shareholders on the date of filing this Offer Document withROC
(13/05/2008)

Serial
No.

Name of the shareholderNumber of Equity Shares% of total issued
equity share

capital
1 Mr.Bafna Mahaveer Chand 28,06,400 29.29
2 Mrs. Sasikala Bafna 12,97,200 13.54
3 Mr. Paras Bafna 9,11,179 9.51
4 Mr. Navin Bafna 8,40,000 8.77
5 Ms. Chetna Bafna 4,80,750 5.02
6 Mr. Ramesh Kumar 3,73,250 3.90
7 M/s Hingora Finvest Pvt. Ltd.3,65,000 3.81
8 Mr. Jayaraman Arjunan 3,20,000 3.34
9 Mrs. Usha Bafna 3,12,000 3.26
10 M/s Saumitra Investments & Finance Ltd.2,73,750 2.86

5b)Particulars oftop tenshareholders ten days prior to filing this Offer Document withROC
(03/05/2008)
Serial
No.

Name of the shareholderNumber of Equity Shares% of total issued
equity share capital

1 Mr.Bafna Mahaveer Chand 28,06,400 29.29
2 Mrs. Sasikala Bafna 12,97,200 13.54
3 Mr. Paras Bafna 9,11,179 9.51
4 Mr. Navin Bafna 8,40,000 8.77
5 Ms. Chetna Bafna 4,80,750 5.02
6 Mr. Ramesh Kumar 3,73,250 3.90
7 M/s Hingora Finvest Pvt. Ltd.3,65,000 3.81
8 Mr. Jayaraman Arjunan 3,20,000 3.34
9 Mrs. Usha Bafna 3,12,000 3.26
10 M/s Saumitra Investments & Finance Ltd.2,73,750 2.86
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5c)Particulars of the top shareholders 2 years prior to thedate of filing of this Offer Document
withROC (13/05/2006).

Serial
No.

Name of the shareholderNumber of shares% of total
issued equity
share capital

1 Mr.Bafna Mahaveer Chand 10,10,500 26.14
2 Mrs. SasikalaBafna 5,40,500 13.98
3 Mr. ParasBafna 3,58,825 9.28
4 Mrs. UshaBafna 1,50,500 3.89
5 Ms. ChetnaBafna 1,50,000 3.88
6 M/s. Sea Trans Dan Shipping Pvt. Ltd.1,25,000 3.23
7 Mr. Abbas N. Bharmal 75,000 1.94
8 Mr. Ali Akbar Bharmal 75,000 1.94
9 Mr. NavinBafna 50,000 1.29
10 M/s. Sharmada Securities Pvt. Ltd.25,000 0.65

6.The Company, its Directors, the Promoters and the Lead Managers to this Issue have not entered
into any buy-back, standby or similar arrangements for purchase of Equity Shares of the
Company from any person.

7.Thetotal number of members ofBAFNA as on the date of filing this Offer Documentare97.

8.The Company has not raised any bridge loan against the proceeds of this Issue.

9.An over-subscription to the extent of 10% of this Issue size can be retained for the purpose of
rounding off to the nearer multiple of minimum allotment lot.

10.Therewould be no further issue of capital whether by way of issue of bonus shares, preferential
allotment, and rights issue or in any other manner during the period commencing from
submission of this Offer Document with SEBI until the Equity Shares offered through this Offer
Document have been listed.

11.The Company presently does not have any intention or proposal to alter its capital structure for a
period of six months from the date ofopening of this Issue, by way of split/ consolidation of the
denomination of Equity Shares or further issue of Equity Shares (including issue of securities
convertible into exchangeable, directly or indirectly, for its Equity Shares) whether preferential or
otherwise, except that if they enter into acquisitions or joint ventures, the Company may consider
raising additional capital to fund such activity or use Equity Shares as currency for acquisition or
participation in such joint ventures.

12.The Company has not made any public issue since its incorporation.

13.The Equity Shares will be issued and traded on the stock exchange only in dematerialised form.
Hence the market lot of the equity shares is 1 (One share).

14.The Company undertakes that at any given time, there shall be only one denomination for the
Equity shares of the Company and the Company shall comply with such disclosure and
accounting norms as specified by SEBI from time to time.

15.As onthe date of filing of this Offer Document, there are no outstanding warrants, options or
rights to convert debentures, loans or other financial instruments into the Equity Shares of the
Company. The shares locked in by the Promoters are not pledged to any party.
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OBJECTS OF THE ISSUE

Bafna is presently engagedinthemanufacture of pharmaceutical formulations and exporting the
same to various countries. Presently the company has over 65 productsregistered in Srilanka,
Ukarine, Lao and Ghana. The company is intending to enter into the regulated market and towards
that purpose has set up a new unit atGrantlayon, Chennai which would beMedicines and Health
Care Products Regulatory Agency(MHRA)approved unit.MHRA is Government body based in the
United Kingdom.To further strengthen its position in the market, the company proposes to build its
brand value and towards that purpose the company is proposing to raise resources.

The main objects of the issue are:-

 To undertakeBrand Buildingexercise indomestic & international markets

 To part finance the cost of obtaining MHRA approval forGrantlayon unit

 To set up a Research&Development unit atGrantlayon

 To meet the working capital requirement

 Topartlyrepaythe loan taken from StateBank ofIndia, (SBI) Chennai

 To meet Public Issue Expensesand toachieve listing onstock exchange

The main objects and objects incidental or ancillary to the main objects set out in the Memorandum of
Association ofBafna enable it to undertake its existing activities and the activities for which funds are
being raised by them through this Issue.

COST OF PROJECT

The total project cost for the above mentioned objects as per the estimates of the company are as
follows:-

(Rs. In lacs)
Particulars Amount

Brand building in domestic markets 1,044.00
Registration of Company, products andBrand building in International Markets303.00
MHRA Accrediation 108.00
Setting up R&D facilities 300.00
Working Capital Requirement 200.00
Part repayment ofloan from SBI 400.00
Public Issue Expenses 205.00
Total 2,560.00

MEANS OF FINANCE

The proposed means of the finance for the Project is as under:

Source Amount
(Rs. in lacs)

Public issue of equity shares2,560.00
TOTAL 2,560.00
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Details of object of the Issue:

I Brand Building Exercise in Domestic Market:

Pharma business is intensely competitive with players at Regional, National and International levels.
There are huge opportunities available and large potential remain untapped.Bafna plans to create
and build its own Brands.  This will give not only visibility but also amarket recognition to the
Company in terms ofquality and reputation to its products

In order to develop well established brand image and distribution network Bafna plans to recruit its
own marketing team to promote branded products of the company through established doctor’s
network.Bafna is planning to market “Lifestyle Medicines” like cardiovascular, diabetics, anxiety,
depression and anti infective products. The company has already applied for registration of about23
Brands with the trademark registry.Total expenditure to be incurred on these activities is estimated
at Rs.1044.00lacs. The break up of the same is as under:

a.Marketing expenses

In the domestic markets,Bafna proposes to initially market its products in three states– Tamilnadu,
Andhra Pradesh andWest Bengal. The marketing expenses would include the recruitment and
training expenses of Marketing manager, Sales promotional activities consisting of distributing
samples to physicians, promotional materials such as visual-aids,Leave Behind Liturature (LBL),
Reminder cards, and other consultancy charges.The total expensesto be incurredareestimated to be
aroundRs.  183.00 lacs.

b.Field Expenses:

Bafnaintends to recruit around 75 Medical Sales Officer (MSO) in states of Tamil Nadu. Andhra
Pradesh andWest Bengal who will in turn promote the company’s brands to doctors and chemists.
An amount of Rs.861.00is estimated to be incurred towards salaries of these field officers for a period
of one year which is proposed to be funded throughthe proceeds of the issue.

IIRegistration of Company, products and Brand BuildingExercisein International Market:

Bafna has about 57 products registered in Srilanka,4products in Ukraine and1product in Ghana and
3 products in Lao.  These products are being sold through distributors in these countries, who in turn
market the products locally.Bafna plans to increase its presence in the international market, through
registering additional products in the international markets and buy Market Authorization for its
Products in Regulated Markets.Total expenditure to be incurred on international brand building is
estimated to be around Rs.342.00lacs. The details of which are given as follows:

a.Registration of Products / Company:

Bafna intends to buy market authorization for products nearing off-patent for faster growth.  As a
long term strategyBafna intends to register more and more of its products in different countries in its
name and proposes to set up marketing team to promote the  products soregistered. In addition to
existing productsBafna proposes to register 15 new products in Srilanka and Ghana. The Registration
cost of additional products in Sri Lanka and Ghana is estimated to bearoundRs.32.00 lacs.

Bafna also proposes to enter the African countries for marketing its products.  For that purpose, the
company would first register itself in Africa and then it plans to register 25 new products in 6 African
countries viz Tanzania, Kenya, Uganda, Sudan, Nigeria and Algeria.Total estimatedcost of
registration of the Company and its products in Africa would bearoundRs.34.00lacs.
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b.Building up of Marketing Team:

In order to establish it’s own marketing team in the Countries wherein the Company’s Products are
registered,Bafna intends to recruit detailing representatives and one country manager in each of the
countries. These representativeswillmarket thecompany’sproduct.Bafna estimates to incur around
Rs.237.00 lacs towards salaries of the marketingpersonnel for one year, expenses on promotion
inputs, traveling and other administrative expenses.These expenseshave beenestimatedby the
company based on the experience of its promoters and have not been made by anyoutside agency.
The detailed break up of expenses to be incurred in a period of one year is as given below:

Amount in Rs. lacs

Item
Number
of people

Salary per
month

Total Expenses

Srilanka

Country Manager1 1.60 19.20
Detailing Reps3 1.00 36.00
Promotion Inputs 6.00
Traveling Expenses 6.00
Adm Expenses 6.00
Sub Total 73.20

Ghana

Country Manager1 2.40 28.80
Detailing Reps3 1.20 43.20
Promotion Inputs 6.00
Traveling Expenses12 trips 9.00
Adm Expenses 6.00
Sub Total 93.00

Africa(6 countries)

Detailing Reps 3 0.19 6.84
Sales manager 1 1.50 18.00
Traveling 40.00
Adm Expenses 6.00
Sub Total 70.84

Total expenses 237.04

IIIMHRA Accreditation:

Bafna plans for MHRA accreditation to enter into the regulated markets of UK andtheother
EuropeanCountries. Bafna has established a State of art manufacturingfacility atGrantlayonvillage
in Chennaifor catering to theregulatedmarkets.  This new plant has been set up with guidelines as
laid down in European GMP and the company is awaiting the MHRA approval for the factory which
would be obtained after the inspection of the facilities by the inspectors of MHRA.
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The total estimated cost towards MHRA Accreditation is estimated to be Rs.108.00lacs the break up
of which is as follows:

Expenses Amount in
(Rs. in Lacs)

Consulting 38.00
Traveling 17.00

Inspection fees50.00
Other Misc. Exp.3.00

Total 108.00

IVR& D (Formulation & Development Lab) atGrantlayon:

Pharmaceutical companies are affected by the number of drugs going off-patent. In order to maintain
their growth momentum, the pharmaceutical companiesEndeavour to reduce their manufacturing
cost. To achieve this cost reduction and effect cost control measure without compromising on the
quality standards of the product, companies have to continuously validate the formulations.  This can
be only achieved in FormulationDevelopment Laboratories (FDL).

In any formulation, before making commercial batches, the process needs to be stabilized particularly
for Regulated Markets and this process is very crucial and imperative.  All major companies either
have their own FDL or outsource it.  This has huge potential in terms of development of new
molecule and also process validation of existing formulations. The FDL machineriesare
approximately 1/10th size of the process machinery.  The research carried on in these laboratories
will reduce the cost of the development of the formulation. The FDL would be set up atthenew unit
atGrantlayon.

The allocation of total cost of R&D equipmentsis given as under:

(Rs.inLacs)

Sr.
No.

EquipmentsQty Date of
Quotation

Name of the SupplierCost
(Rs. in Lacs)

1 30’’Sifter Machine1 09/10/2007Cemac Machineries Ltd.1.21
2 Multi Mill Machine1 09/10/2007Cemach Machineries1.68
3 Rapid Mixer Granulator1 25/07/2007Umang Pharmatech Ltd.9.75
4 Fluid Bed Dryer1 18/10/2007Solace Engineers (Mktg)

Pvt Ltd
22.50

5 Octogonal Blender (700
Ltrs.)

1 28/07/2007Sams Techno Mech Pvt.
Ltd.

4.85

6 Compression Machine 15
stn

3 29/10/2007Pacific Tools Private
Limited

10.50

7 Auto Coater1 18/10/2007Solace Engineers (Mktg)
Pvt Ltd

22.00

8 HGC Automatic Machine1 26/07/2007Omega Pharma Machinery6.34
9 Blister Packaging

Machine
1 11/07/2007Accu Pack Engineering Pvt

Ltd
7.50

10 Analytical Balance12 14/07/2007Shankar Scientific Supplies12.60
11 High Performance Liquid

Chromatography3 27/10/2007
Shimadzu (Asia Pacific) Pte
Ltd 52.14

12
Stability Chambers3 29/10/2007

Thermolab Scientific
Equipments 8.79

13 Dissolution apparatus 2 16/10/2007Electro Lab 3.00
14

UV Spectrophotometer1 18/10/2007
Shimadzu (Asia Pacific) Pte
Ltd 3.85

15 KF Titrator1 19/10/2007Analytical lab Services3.50
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Sr.
No.

EquipmentsQty Date of
Quotation

Name of the SupplierCost
(Rs. in Lacs)

16 Milli Q System1 20/10/2007R.S.  Pall 7.20
17 Dish Washer Apparatus1 19/10/2007Electro Lab 5.00
18

FTIR 1 18/10/2007
Shimadzu (Asia Pacific) Pte
Ltd 11.21

19 Strirrer 3 18/10/2007Cole Palmer 1.80
20

Hot Air Oven2 29/10/2007
Thermolab Scientific
Equipments 1.10

21 Modular Lab
LOT 06/11/2007Modern Lab 20.00

22 Non Corrosive Aluminium
Partition LOT 29/10/2007Aastha Cleanroom systems19.72

23 Flooring EpoxyLOT 30/10/2007Swathi Engineering10.00
24 HVAC System

LOT 04/12/2007
Ashree Cleanroom
Presentations 45.00

25 Misc. Items- - 8.77
Grand Total 300.01

There is no second hand machinery brought or proposed to be brought out of the proceeds of the
issue.

V Working Capital Requirement

With the Grantlayon facility the installed capacity of the company has been increased by7195lacs
tablets p.a and2250lacs capsules p.a.   Presently the company is meeting its working capital
requirements throughfunding from State Bank of India, Siruthozhil, Chennai,and internal accruals.
However the company would utilize a part of the issue proceeds to meet its future working capital
requirement. The estimated working capital requirement of the company for the year ended
31/03/2009 is detailed as under:

(Rs. in lacs)
Particulars Basis Amount

Current Assets
Inventories Raw Materials-45 days

WIP-3 days
Finished Goods-15 days

949.00

Debtors 90 days 822.00
Cash & Bank 400.00
Loans & Advances 403.00
Total 2574.00
Less: Creditors60 days 904.00
Provisions 110.00
NetWorking Capital 1560.00
Funding pattern :
Bank 1100.00
Proceeds from the issue 200.00
Internal accruals 260.00

Presently the company has been sanctioned and amount of Rs.650.00lacs from State Bank of India
towards working capital requirement. The company shall apply to the banks forenhancement of
working Capitallimits at an appropriate time.
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VIRepayment ofSBITerm Loan

For its expansion project atGrantlayon, the company wassanctioned term loan to the extent ofRs.
14.60 croresbyState Bank of India, Siuthozhil Chennaibranch as certified byM/s Abhay Jain & Co.,
Chartered Accountants vide certificate dated28/04/2008.The rate of interest being paid by the
company on the said loan is13.75%. As on 30/09/2007, theamount ofloan outstanding is Rs.980.32
lacs.Since the loan from SBI is a high cost debt, the company through the proceeds of the issue
proposes a part prepaymentof loanto the tune of Rs. 400 lacs.  This would help the company to
reduce the interest burden and thereby increase the profitability of the company.

VIIPublicIssue expenses

The break-up of issue expenses is as under:

Activity Estimated Expense
(Rs. in lacs)

Fees to intermediaries 50.00
Advertising and marketing expenses80.00
Printing and Stationery & Distribution 50.00
Other Misc. Exp. 25.00
Total estimated Issue expenses 205.00

SCHEDULE OF IMPLEMENTATION

The proposed schedule ofimplementation for the projects is as detailed below

Activity CommencementCompletion
Brand building in domestic
markets

July08 January09

Registration of  Company,
products and brand building in
International Markets

July08 September08

MHRA Accredations July 07 May08
Setting up R&D facilitiesJune08 November08

Year wise break up of the proceeds of the issue:

The year wise break up of funds to be incurred on the project under various heads is as follows:
(Rs. in Lacs)

Particulars Amount spent
during the

financialyear
2007-08

Amount to be
spent during the
financial year

2008-09

Total

Brand building in domestic
markets

-- 1044.00 1044.00

Setting up R&D facilities- 300.00 300.00
Registration of  Company,
products and brands

-- 303.00 303.00

Working Capital Requirement- 200.00 200.00
Repayment of  SBI Term Loan II- 400.00 400.00
MHRA Accredations 18.45 89.55 108.00
Public Issue Expenses15.09 189.91 205.00

TOTAL 33.54 2526.46 2560.00
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SOURCE AND DEPLOYMENT OF FUNDS

As per theCertificate dated28/04/2008 from M/s Abhay Jain & Co., Chartered Accountants. The
Company has upto31/03/2008, deployed an amount aggregating Rs.33.54lacs towards the proposed
project. Details of the sourcesand deployment of funds as per the certificate are as follows.

Particulars Amount (Rs. in Lacs)
Deployment of funds
MHRA Approval 18.45
Public Issue Exp. 15.09
Total 33.54
Sources of Funds
Internal Accruals 33.54

Interim Use of Proceeds

The management, in accordance with the policieslaid down by the Board, will have flexibility in
deploying the proceeds received from the Issue. Pending utilization for the purposes described above,
the Company intends to temporarily invest the funds in high quality interest or dividend bearing
liquid instruments including deposits with banks for the necessary duration. Such investments would
be in accordance with any investment criteria approved by the Board of Directors from time to time.

Monitoring of Utilisation of funds:

The management of the Company will monitor the utilization of funds raised through this public
issue.

Pursuant to Clause 49 of the Listing Agreement, our Company shall on quarterly basis disclose to the
Audit Committee the Applications of the proceeds of the Issue.On an annual basis, our Company
shall prepare a statement of funds utilizes for purposes other than stated in this Prospectus and place
it before the Audit Committee. Such disclosures shall be made only until such time that all the
proceeds of the Issue have been utilized in full. The statement will be certified by the Statutory
Auditors of our Company.

Our Company shall be required to inform the material deviations in the utilisation of the issue
proceeds to the Stock Exchanges and shall also be required to simultaneously make the material
deviation/ adverse comments of the Audit Committee public through advertisement in newspaper.

Basic terms of the issue

The Equity shares being offered are subject to the provision of the Companies Act, 1956, the
Memorandum and Articles of Association of the Company, the terms of this Prospectus and other
terms and conditions as may be incorporated in the Allotment advice and other documents
/certificates that may be executed in respect of the issue. The Equity shares shall also be subjected to
laws as applicable, guidelines, notifications and regulations relating to the issue of capital and listing
and trading of securities issued from time to time by SEBI, Government of India, RBI, ROC and /or
other authorities as in force on the date of issue and to the extent applicable.
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BASIS OF ISSUE PRICE

QUALITATIVE FACTORS

1.The promoters of Bafna are in the business of dealing and manufacturing pharmaceutical
products for the past 25 years.

2.Bafna has been WHO-GMP certified since 1995. The manufacturing facility at Madhavaram is
ISO 9001:2000 certified.  The new facility atGrantlayon is as per EU GMP guidelines and is in
the process of obtaining MHRA & USFDA approvals.

3.Bafna has been awarded the BestSupplier Award from State Pharmaceutical Co-operation of
Sri Lanka in 2005.

4.The Company presently manufactures 126 formulations under various therapeutic segments
The manufacturing facilities of the company are multi-adaptable i.e. the facilities canproduce
multiple products using a combination of process.

5.Bafna presently has obtained 336 product licenses and has 65 products registered in various
countries such as Srilanka, Ukraine, Ghana and Lao.

QUANTITATIVE FACTORS

Earning Per Share (EPS)

YEAR WeightEPS
(Rs.)

31/03/2005 1 3.89
31/03/2006 2 2.19
31/03/2007 3 2.51

Weighted Average 2.63

The diluted EPS as on 31/12/2007 is Rs.1.35.

P/E Ratio

P/E based on pre-issue weighted average EPS of Rs. 2.63 15.21
P/E based on pre-issue EPS of FY 2006-07 of Rs 2.51 15.94

Return on Net Worth (RONW)

YEAR WeightRONW
(%)

31/03/2005 1 20.89
31/03/2006 2 15.08
31/03/2007 3 10.65

Weighted Average 13.83

Minimum Return on Increased Net Worthas on 31/12/2007to maintain pre-issue weighted average
EPS  21.14%

Net Asset Value (NAV) per share

Pre-Issue as on March 31, 2007 (Rs.)23.52
Pre-Issue as onDecember 31, 2007 (Rs.) 12.44
Post Issue (Rs.) 22.01
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Industry Average P/E

Name of the company P/E Multiple

Highest 24.25
Lowest 4.92
Industry Average 8.90
Source:Capital Market–Apr21-May 04, 2008,(Pharmaceuticals- Indian
Formulations)

Comparison with Peer Group

The comparable ratios of the companies which are to some extent similar in business are as given
below:

Name of the
company

Face
Value
(Rs.)

Equity
Share

Capital
(Rs. in Cr.)

Sales
(Rs.in Cr.)

As on
31/03/2007

EPS
As on

31/03/200
7

Market
Price (Rs.)

as on
28/04/2008

P/E
Multiple

  BDH Industries  Ltd.10 6.12 20.40 0.8 19.40 24.25
Celestial Labs Ltd.10 11.19 14.10 4.6 41.10 8.93
Jenburkt
Pharmaceuticals Ltd.

10 4.65 35.40 2.2 30.40 13.82

Syncom Formulations
India Ltd.

10 5.92 57.60 6.2 31.60 5.10

Source:Capital MarketApr21-May 04, 2008,(Pharmaceuticals- Indian Formulations)
Bafna Pharmaceuticals
Limited

10 9.58 38.62 2.51 - -

The face value of Equity Shares is Rs. 10 and the issue price is4times of the face value.

The equity shares are being issued at a price of Rs.40/- per share. The face value of the equity shares
ofBafna is Rs.10/- per share. The Issue Price is4times of the face value.

The equity shares are being issued at a P/E multiple of15.21 times on the basis of the weighted
average EPS. The highest P/E in the peer group ofBafna is24.25where as the lowest is Rs.4.92/-.

On the basis of above parameters the Issue Price of Rs. 40/- per share is justified in terms of the
qualitativeand quantitative parameters. The investors may refer to the risk factors and financials of
the company including important profitability and return ratios, as set outin the Auditors report to
have a more informed view of the investment proposition.
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STATEMENT OF TAX BENEFITS

The Board of Directors,
Bafna Pharmaceuticals Ltd.,
Bafna Towers, No. 299,
Thambu Chetty Street,
Chennai-600 001.

We hereby report that the enclosed annexure states the tax benefits available toBAFNA
PHARMACEUTICALS LIMITED (The “Company”) and its shareholders under the current tax laws
presently in force in India. Several of these benefits are dependent on the Company or its
shareholders fulfilling the conditions prescribed under the relevant tax laws. Hence, the ability of the
Company or its shareholders to derive the tax benefits is dependent upon fulfilling such conditions,
which based on business imperatives the Company faces in the future, the Company may or may not
choose to fulfill.

The benefits discussed below are not exhaustive. This statement is only intended to provide general
information to the investors and is neither designed nor intended to be a substitute for professional
tax advice. In view of the individual nature of the tax consequences and the changing tax laws, each
investor is advised to consult their own tax consultant with respect to the specific tax implications
arising out of their participation in the issue, particularly in view of the fact that there could be
different interpretations of legislation.

Unless otherwise specified, sections referred to below are sections of the Income tax Act, 1961. All the
provisions set out below are subject to conditions specified in the respective sections.
We do not express any opinion or provide any assurance as to whether:

 The company or its shareholders will continue to obtain these benefits in future; or
 The conditions prescribed for availing the benefits have been/would bemet with.

The contents of this annexure are based on information, explanations and representations obtained
from the Company and on the basis of our understanding of the business activities and operations of
the Company. While all reasonable care has been taken in preparation of this opinion,Abhay Jain &
Co.accepts no responsibility for any errors or omissions therein or for any loss sustained by any
person who relies on it.

                                                          For and on behalf of
Place : Chennai                                                                                                         ABHAY JAIN & Co.

                                                                                            Chartered Accountants

   Sd/-
Date:  30/01/2008

                                   ( A . K. JAIN)
                                                                                                                                          PROPRIETOR

                                                                                   M. No.70224
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BENEFITS UNDER THE INCOME TAX ACT, 1961 (HEREINAFTER REFERRED TO AS THE IT
ACT)

I.“Special Tax Benefits” :

Company is entitled to get benefit u/s 10B of the Income Tax Act, 1961 (i.e.90% of the Company’s
export business profit is exempted from tax).  This benefit is available to the Company’s two Export
Oriented Units situated at Madhavaram and Grantlayon and this benefit is available upto the
Assessment year 2009-2010.

Company and its Shareholders have no other special benefits available under the Income Tax Act,
1961.

II.“General Tax Benefits”

The following general tax benefits are available to the Company and to its shareholders upon
fulfillingcertain conditions as required under the respective Acts.

A: TO THE COMPANY

1. The Company is eligible to exemption under section 10(34) in respect of income by way of
dividend received from other Domestic Companies.

2. The Company is eligible to exemptionunder section 10(35) in respect of income by way of
dividend received from mutual fund specified under section 10(23D) and other specified
undertakings/companies.

3. In accordance with the provisions of section 10(38) the long-term capital gains arising onthe
transfer of securities in a transaction entered into in a recognized Stock Exchange in India and
such transaction is chargeable to Securities Transaction Tax under Chapter VII of the Finance
(No.2) Act, 2004, shall be exempt from income tax.

4. The long-term capital gains accruing to the company otherwise than as mentioned in 3 above,
shall be chargeable to tax in accordance with and subject to the provisions of section 112 of
the IT Act as follows:
a) @ 20% (plus applicable surcharge and education cess )after deducting from the sale

proceeds the Indexed cost of acquisition or
b) In the case of certain listed shares, securities and units, in a transaction not entered

into in a recognized stock exchange, if long term capital gain is computed without
indexation @ 10% (plus applicable surcharge and education cess)

5. The Company is eligible to claim exemption in respect of tax on long-term capital gains under
sections 54EC if the amount of capital gains is invested in certain specified bonds/securities
subject tothe fulfillment of the conditions specified in those sections.

6. The short term capital gains accruing to the company, from the transfer of a short-term capital
asset, being securities, in a transaction entered into in a recognized stock exchange in India,
and such transaction is chargeable to Securities Transaction Tax under

              Chapter- VII of the Finance (Nos.2) Act, 2004 shall be chargeable to tax at the rate of
10%   (Plus applicable surcharge and education cess) as per the provisions of section 111A.

7. The company will be entitled to claim depreciation allowance at the prescribed rates on
tangible and intangible assets under section 32 of the Income Tax Act,1961.

8. The company is eligible under section 35D of the IT Act to a deduction equal to one-fifth of
certain specified expenditure, including specified expenditure incurred in connection with
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the issue for the extension of the industrial undertaking, for period of five successive years
subject to the limits provided and the conditions specified under the said section.

9. The Company will be entitled to claim expenditure incurred in respect of voluntary
retirement under section 35DDA of the IT Act in five equal annual installments.

B. TO THE SHAREHOLDERS OF THE COMPANY:

I. RESIDENTS

1 Under section 10(32) of the IT Act, any income of a minor child clubbed in the total income of
the parent under section 64(1A) of the Act will be exempt from tax to the extent of Rs 1500 per
minor child.

2 Members will be entitled to exemption, under section 10(34) of the IT Act in respect of the
income by way of dividend received from the Company.

3 The long-term capital gains accruing to the members of the Company on sale of the
Company’s shares in a transaction entered into in a recognized stock exchange in India  and
the transaction is chargeable to Securities Transaction Tax would be exempt from tax as per
the provisions of section 10(38).

4 The short-term Capital gains accruing to the members of the company on sale of the
Company’s shares in a transaction entered into in a recognized stock exchange in India and
the transaction is chargeable to Securities Transaction Tax would be chargeable to tax @ 10%
[plus applicable surcharge and education cess] as per the provisions of section111A.

5 As per the provisions of section 112 of the IT Act, the long-term capital gains accruing to the
members of the company from the transfer of the shares of the company, otherwise than as
mentioned in point 3 above, shall be charged to tax.

a)  @20% (plus applicable surcharge and education cess) after deducting from the sale
proceeds the Indexed cost of acquisition or

b) @ 10% (plus applicable surcharge and education cess) after deducting from the sale
proceeds the cost of acquisition without indexation.

6 The members are entitled to claim exemption in respect of tax on long term capital gains
under section 54EC of the IT Act, if the amount of capital gains is invested in certain specified
bonds/securities subject to the fulfillment of the conditions specified in those sections.

7 Individuals or HUF members can avail exemption under section 54F by utilization of the sales
consideration for purchase/construction of a residential house within the specified time
period and subject to the fulfillment of the conditions specified therein.

II. NON-RESIDENTS

1. Under section 10(32) of the IT Act, any income of a minor child clubbed in the total income of
the parent under section 64(1A) of the Act will be exempt from tax to the extent of Rs 1500 per
minor child.

2. Non-resident members will be entitled to exemption, under section 10(34) of the Income Tax
Act, 1961, in respect of the income by way of dividend received from the Company.

3. The long-term Capital gains accruing to the members of the company on sale of the
Company’s shares in a transaction entered into in a recognized stock exchange in India and
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the transaction is chargeable to Securities Transaction Tax would be exempt from tax as per
the provisions of section 10(38).

4. The short-term capitalgains accruing to the members of the company on sale of the
Company’s shares in a transaction entered into in a recognized stock exchange in India and
the transaction is chargeable to Securities Transaction Tax would be chargeable to tax @ 10%
[plus applicable surcharge and education cess] as per the provisions of section 111A.

5. As per the provisions of section 112 of the IT Act, the long-term capital gains accruing to the
members of the company from the transfer of the shares of the company, otherwise than as
mentioned in point 3 above, shall be charged to tax.

a. @ 20% (Plus applicable surcharge and education cess) after deducting from the sale
proceeds the indexed cost of acquisition or

b. @ 10% (plus applicable surcharge and education cess) after deducting from the sale
proceeds the cost of acquisition without indexation.

6. The members are entitled to claim exemption in respect of tax on long term capital gains
under sections 54EC of the IT Act, if the amount of capital gains is invested in certain
specified bonds/securities subject to the fulfillment of the conditions specified in those
sections.

7. Individuals or HUF members can avail exemption under section 54F by utilization of the sale
consideration for purchase/construction of a residential house within the specified time
period and subject to the fulfillment of the conditions specified therein.

8. Under the provisions of section 90(2) of the IT Act, if the provisions of the Double Taxation
Avoidance Agreement [DTAA] between India and the country of residence of the non-
resident are more beneficial, then the provisions of the DTAA shall be applicable.

9. Non-Resident Indians (as defined in section 115C (e) of the IT Act), being shareholders of an
Indian Company have the option of being governed by the provisions of Chapter XII-A of the
IT Act, which inter-alia entitles them to the following benefits in respect of income from
shares of an Indian Company acquired, purchased or subscribed to in convertible foreign
exchange.

a.As per the provisions of section 115E of the IT Act, and subject to the conditions specified
therein, long-term capital gains arising on the transfer of Company’s shares will be
charged to Income Tax @ 10% (plus applicable surcharge and education cess).

b.As per the provisions of section 115F of the IT Act and subject to the fulfillment of the
conditions specified therein, the Long Term Capital gains arising on the transfer of
Company’s shares shall be exempted from income tax entirely / proportionately if all or a
portion of the net consideration is invested within 6 months of the date of transfer in
specified assets as defined in section 115C (f) or any savings certificates referred to in
section 10(4B) of the IT Act. The amount so exempted shall, however, be chargeable to tax
as long term capital gains under the provisions of section 115F(2) if the specified assets
are transferred or converted in to money within three years from the date of acquisition
thereof a specified in the said section.

c.As per the provisions of section 115G of theIT Act, Non-resident Indians are not obliged
to file a return of income under section 139(1) of the IT Act, if their only source of income
is income from investments or long term capital gains earned on transfer of such
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investments or both, provided tax has been deducted at source from such income as per
the provisions of Chapter XVII-A of the IT Act.

d.Under section 115H of the IT Act, where a Non-Resident India, in relation to any previous
year, becomes assessable as a resident in India in respect of thetotal income of any
subsequent year, he/she may furnish to the Assessing Officer a declaration in writing,
along with his/her return of income under section 139 of the IT Act for the assessment
year for which he/she is so assessable, to the effect that the provisions of the Chapter XII-
A shall continue to apply to him/her in relation to such income for that assessment year
until the transfer or conversion (otherwise than by transfer) into money of such assets.

e.As per the provision of section 115-I of theIT Act, when a Non Resident India, elects not
to be governed by the provision of Chapter XII-A of the IT Act, then his/her total income
shall be computed and charged in accordance with other provisions of the IT Act.

IIIFOREIGN INSTITUTIONAL INVESTORS

1. Income by way of dividend received on shares of the Company is exempt under section
10(34) of the IT Act.

2. The long-term Capital gains accruing to the members of the Company on sale of the
Company’s shares in a transaction entered into in a recognized stock exchange in India and
the transaction is chargeable to Securities Transaction Tax, would be exempt from tax as per
the provisions of section 10(38).

3. The short-term Capital gains accruing to the members of the company on sale of the
Company’s shares in a transaction entered into in a recognized stock exchange in India and
the transaction is chargeable to Securities Transaction Tax would be chargeable to tax @ 10%
(plus applicable surcharge and education cess) as per the provisions of  section 111A.

4. Under Section 115AD(1)(b)(ii) of the IT Act, Income by way of Short Term Capital Gain
arising from the transfer of shares (otherwise than as mentioned in 3 above) held in the
Company for a period of less than 12 months will be taxable @30% (plus applicable surcharge
and education cess).

5. Under section 115AD(1)(b)(iii) of the IT Act, Income by way of Long Term Capital Gain
arising from the transfer of shares (otherwise than as mentioned in 2 above) held in the
Company will be taxable @ 10% (plus applicable surcharge and education cess). It is to be
noted here that the benefits of indexation and foreign currency fluctuation protection as
provided by section 48 of the Act are not available to Foreign Institutional Investors.

6. Long Term Capital Gains on sale ofshares of the Company by the members shall be exempt
from income tax if such gains are invested in bonds/equity shares specified in section 54EC
respectively subject to the fulfillment of the conditions specified in those sections.

7. Under the provisions of section 90(2) of the IT Act, if the provisions of the Double Taxation
Avoidance Agreement [DTAA] between India and the country of residence of the non-
resident are more beneficial, then the provisions of the DTAA shall be applicable.

IVMUTUAL FUNDS

As per the provisions of section 10(23D) of the Act, any income of Mutual Funds registered under the
Securities and Exchange Board of India Act, 1992 or Regulations made there under, Mutual Funds set
up by public sector banks or public financial institutions and Mutual Funds authorized by the
Reserve Bank of India would be exempt from income tax.

@30%
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BENEFITS UNDER THE WEALTH TAX ACT, 1957.

‘Asset’ as defined under section 2(ea) of the Wealth Tax Act, 1957 does not include shares in
Companies and hence, shares are not liable to wealth tax.

BENEFITS UNDER THE GIFT-TAX ACT, 1958

Gift tax is not leviable in respect of any gifts made on or after Oct 1, 1988. Therefore, any gift of shares
of the Company will not attract gift tax. Gift of shares of the company to the unrelated persons
exceeding Rs.50,000/- could however be taxed as income of the recipient in terms of section 56(1)(v)
of the Act.

NOTES:

1. All the above benefits are as per the Current Tax Law as amended by the Finance Act, 2007.

2. The stated benefits will be available only to the sole/ first named holders hold the shares.

3. The above statement of Possible Direct Tax Benefits sets out the provisions of law in a
summary manner only and is not a complete analysis or listing of all potential tax
consequences of the purchase, ownership and disposal of ordinary shares. The statements
made above are based on the tax laws in force as also under the finance Bill, 2007and as
interpreted by relevant taxation  authorities as of date. Investors are advised

 to consult their tax advisers with respect to the tax consequence of their holdings based on
their residential status.

4. In respect of Non-residents, the tax rates and the consequent taxation mentioned above shall
be further subject to any benefits available under the Double Taxation Avoidance
Agreements, if any, between India and the country in which the Non Resident has fiscal
domicile.

5. In view of the individual nature of tax consequences, each investor is advised to consult his/
her own tax advisor with respect to specific tax consequences of his/ her participation in the
scheme.

6. The Tax Benefits listed above or not exhaustive.

Place : Chennai For and on behalf of
ABHAY JAIN & o.,
 Chartered Accountants

 Date : 30/01/2008
         Sd/-

 ( A . K . JAIN )
Proprietor
 M.No.70224
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SECTION III ABOUT THE ISSUER COMPANY

INDUSTRY OVERVIEW

(Source:  The information on industry given below has been taken form the research report on Indian
Pharmaceutical Industry prepared by CARE Research.  The report is of June 2007)

Indian pharmaceutical industry overview

India is one of the lowest cost producers of drugs and pharmaceuticals in the world. The Indian
Pharmaceutical Industry (IPI) is undergoing a major transition with global as well as domestic factors
playing a part in it. The playing field for the domestic pharmaceutical companies changed completely
with the advent of product patent regime from January 2005. The single most important factor that
has changed the dynamics of the industry is India’s recognition of product patents under the Trade
Related Intellectual Property Rights (TRIPS) agreement which came into effect from January, 2005.
This has opened up a host of new opportunities for the domestic pharmaceutical companies and it
has also developed new threats for the industry. The domestic pharmaceutical companies are now
compelled to pursue various strategies on the business and R&D front for achievementof long-term
sustainable growth. Besides changes in the patent law, the issues of drug pricing and the union
pharmaceutical policy would also be instrumental in shaping the regulatory environment for the
industry.

The size of the Indian pharmaceutical industry (based on value of production by Indian
Pharmaceutical companies) was INR 416 bn or US$ 9 bn in 2005-06. The industry is highly
fragmented with about 330 companies in the organized sector and more than 15,000 units in the
unorganized sector. India is ranked 4th in volume terms and 11th in value terms among the global
pharmaceutical markets. During 2005-06, the industry grew at the rate of 9.5% as compared to 2004-
05, where it clocked a meagre growth of 1.3%. The growth in the 2005-06 can be attributed to the spill-
over effect of de-stocking of medicines by stockists as a result of clarity on implementation of Value
Added Tax (VAT) by states and also due to robust growth in exports by the industry.
(Source:CARE Research)

Source: CARE ResearchReport June 2007
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The size of the domestic pharmaceutical market in terms of its consumption is estimated at Rs.235 bn
(approx. US$ 5 bn) and consists of sale of pharmaceutical products in India by domestic as well as
multi-national companies present in India. The domestic pharmaceutical market has grown at a
CAGR of 8.6% since 1999.

Going ahead, with the recognition of product patents in India, the growth arising out of new product
launches by IPI is likely to get affected. Besides, if the scope of price control on essential drugs is
expanded it will have an adverse effect on the IPI.

The recognition of product patent has provided global companies with better IPR protection and as a
result has opened up a new segment for the IPI in Contract Researchand Manufacturing Services
(CRAMS). IPI is well-positioned to take advantage of this opportunity with world class
manufacturing facilities adhering to various regulatory standards, large pool of skilled manpower
and cheaper cost of production.

The investment in R&D is also on the rise as it has become important for Indian companies to start
innovating new drugs in order to ensure long term sustainable growth and remain competitive at the
global level. Indian companies have invested in New Chemical Entity (NCE) research and are
scouting for global partners for pursuing collaborative research. The growth in contract research has
also boosted the R&D activity in the country. The availability of large patient base, skilled manpower
and lower costs of carrying out clinical trials has made India a favourable destination for R&D
outsourcing.

The products of the pharmaceutical industry can be broadly classified into formulations (finished
dosages) and bulk drugs (Active Pharmaceutical Ingredients).

Formulations comprise of the final finished dosages in the form of tablets, capsules, injectibles, liquids
etc. that are ultimately consumed by customers whereas bulk drugs are Active Pharmaceutical
Ingredients (API) or compounds that show specific medicinal properties. Bulk drugs and drug
intermediates, which consist of chemicals and solvents, together are the raw materials for the
production of drug formulations which are ultimately sold to the customers. Formulations
constituted nearly 78% (FY05) of the IPI’s sales, the remaining accounted by bulk drugs. Out of the
formulation sales, about 68% are domestic sales and the rest are exports.

Global Pharmaceutical Markets:

The size of the global pharmaceutical market was US$ 602 bn and it grew by nearly 7% at constant
exchange ratein2005. The global pharmaceutical market has grown at a CAGR of nearly 11% during
1998-2005.

The regulated markets constitute largest size and control 88% of the global pharmaceutical market.
North America (47%), with 2005 sales of US$ 266 bn, is the largest market for pharmaceuticals.

Europe comes second and accounts for nearly 30% of the global market with 2005 sales of US$ 170bn.
Japan is the third largest market for pharmaceuticals with 2005 sales of US$ 60 bn and accounts for
11% of the global share. North America, Europe and Japan grew at moderate rates of 5%, 7% and 7%
respectivelyin2005.

The semi and non regulated markets like the Asian, African, Australian and Latin American markets
have registered a double digit growth in 2005 which highlights the tremendous market potential of
these regions. Countries in these markets offer a high growth potential for pharmaceutical space as
they comprise of mainly emerging economies with large growing population.

Exports from Indian pharmaceutical industry have shown a steady growth during the last six years
and their share in the total turnover has increased significantly. Exports by Indian Pharmaceutical
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companies have grown at a CAGR of 19% during the period 1998-2006 and constituted nearly 52% of
the total industry size in 2005-06.

Formulations comprise majority of exports, however, bulk drug exports have also grown at a
significant rate. In 2005-06 formulations constituted 55% of total exports in value terms and the
remaining were bulk drug exports. The rise in exports is largely attributed to IPI’s ability to produce
quality medicines covering all major therapeutic segments at lower costs. Moreover, there are good
opportunities provided by the potentially huge generics market in US and Europe. Indian companies
are constantly upgrading their existing manufacturing facilities to get them approved from regulatory
authorities (USFDA, MHRA, etc.) in order to access the regulated markets. These factors are likely to
drive the exports of the Indian companies going forward.

Leading Therapeutic Segments

Anti-Infectives command the highest share in the domestic retail market followed by gastrointestinal,
cardiac and respiratory segments. Anti-infectives represent a class of drugs that are used for
treatment against bacterial infections. Cephalosporins and Quinolones are major subclasses under
anti-infectives and command 60% share of the anti-infective market. Gastrointestinal segment comes
second with 11% market share domestically and represents a class of drugs used for treatment of
peptic ulcers and digestive diseases. However, the fastest growing therapeutic segment in India is the
Cardiovascular (CVS) segment which consists of various drug classes like calcium channel blockers,
ACE inhibitors, Beta blockers, Statins and Diuretic combinations. The CVS segment contributed 10%
and grew at the rate of 11% in value terms in 2005. This segment is the top therapeutic class globally
and with changing lifestyles in India it is poised for a strong growth going forward.

Indian Pharmaceutical industry structure:

The basic classification of the Indian Pharmaceutical Industry (IPI) can be done onthe basis of size,
products, and geographical presence.

Size

The IPI consists of nearly 330 units in the organised sector and more than 15000 units in the
unorganized sector. The organized sector accounts for 96% of the industry and companies can be
broadly classified as large, mid-size and small firms based on their annual sales.


