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1. OBJECTIVESAND SCOPE:

The Board oDirectors (the “Board”) of the Sun Pharmaceuticalustries Limited (the
“Company”) recognizes the need to lay down a bréadhework for considering
decisions by the Board of the Company, with regéoddistribution of dividend
(including any interim dividend) to its equity skholders and/ or retaining or plough
back of its profits.

The Policy sets out the circumstances and diffefantors for consideration by the
Board at the time of taking such decisions of distion or of retention of profits, in the
interest of providing transparency to the equityarsholders. The Policy is not an
‘alternative’ but a ‘Guide’ to the decision of tigoard for recommending dividend,
which may be made after taking into consideratidh the relevant circumstances
enumerated hereunder and such other factors abendgcided as relevant by the Board.

While recommendation of Dividend shall be guided thys Policy, in extraordinary
circumstances, the Board shall have complete filterrecommend dividend in deviation
to this policy, if so deemedecessary in the best interests of the Companyitand
stakeholders.

The Policy reflects the intent of the Company tovaed its equity shareholders by
sharing a portion of its profits after adjusting fmccumulated losses, if any, and also
retaining sufficient funds for future growth of t@®mpany. Th&€ompany intends to pay,
subject to the circumstances and factors enligteteon, dividend, which shall be
consistent with the performance of iempany over the years.

Subject to the considerations as provided in thikcyothe Board shall determine the
dividend payout in a particular year after takimgoi consideration the operating and
financial performance of the Company, the advicexadcutive management including the
CFO, and other relevant factors.

The Policy shall not apply to:

» Determination and declaring dividend on preferesitares, if any.

2. RELEVANT REGULATIONS

The Securities and Exchange Board of India (“SEBRffe its Notification dated July
08, 2016 has amended the SEBI (Listing Obligati@amsl Disclosure Requirements)
Regulations, 2015 (the “Listing Regulations”) bysénting Regulation 43A in order to
make it mandatory to have a Dividend Distributionli®/ in place by the top five

hundred listeccompanies based on their market capitalisationutated as on the $i

day of March ofevery year. The Company, being one of the top fivedred listed

Companies in India on the basis of market capatabs, requires to comply with the
requirements of Regulation 43A.




3. EFFECTIVEDATE

The Policy shall become effective from the dateitefadoption by the Board i.e. 10
November, 2016.

4. CATEGORY OF DIVIDENDS

The Board of Directors shall have the power to nem@nd final dividend to the equity
shareholders for their approval in the Annual Gahkfeeting of the Company. Subject to
compliance with the provisions of Companies Act120ncluding the Rules made
thereunder and other relevant regulations, if #mgy,Board of Directors shall also have the
absolute power to declare interim dividend during &inancial year out of the surplus in
the profit and loss account and out of profits teé financial year in which such interim
dividend is sought to be declared, as and when toegider it fitin compliance with
Companies Act, 2013 and other relevant regulations. Interim Dividend may be paid in
order to supplement the annual dividend or in etteepl circumstances.

5. PAYMENT OF DIVIDEND FROM RESERVES

Dividend shall normally be declared from the prafdarned by the Company during the
relevant financial year after adjusting for accusmed losses & unabsorbed depreciation, if
any and out of the carried forward profits not sfanred to any reserves. However, under
special circumstances, Dividend may be declareafbilte accumulated profits earned by it
in previous years and transferred by it to the feserves, subject to compliance with the
requirements of the relevant provisions of the Canmgs Act, 2013 including the Rules

made thereunder.

6. CIRCUMSTANCES TO BE CONSIDERED WHILE DETERMINING DIVIDEND
PAY-OUT

The Board shall consider the circumstances provisdow beforedetermination of any
dividend payout after analyzing the prospective ampmities andhreats, viability of the
options of dividend payout or retention etc. Thecisien of dividend payout shall,
majorly be based on the aforesaid factors consigethe balancednterest of the
stakeholders and the business requirements ofcirgany.

* Accumulated Losses, if any
The profits earned by the Company during any firenear shall be first utilized to set off

the accumulated losses/ unabsorbed depreciatiamyifof the Company from the previous
financial years.

* Operating cash flow of the Company

The Board will consider the impact of proposed dend on the operating cash flow
of the Company and shall satisfy itself of its adaqgy before taking a decision on
whether to declardividend or retain its profits.




* Transfer to Reservesand other Statutory Requirements

The Board shall examine the implication of relevatatutory requirements including
payment of Dividend Distribution Tax, transfer of caertain portion of profits to
Reserves etc., if applicable, on the financialthefCompany at the time of taking decision
with regard to dividend declaration or retentiorpoffit.

* Covenantswith lenders Debenture Trustees, if any

The decision of dividend pay-out shall also be scbfo compliance with covenants
contained in any agreement entered into by the @ompvith the Lenders/ Debenture
Trustee’s, from time to time, if any.

* Prudential & Strategic requirements

The Board shall analyse the ongoing and prospeginggects and strategic decisions
including need for replacement of capital assefsaesion and modernization etc., before
recommending Dividend Pay-out for any financial ryegth an object to build a healthy
reserve of retained earnings to augment long téremgth and to build a pool of internally
generated funds to provide long-term resourcesedisasresource-raising potential for the
Company;,

. Expectations of major stakeholders, including small shareholders

The Board, while considering the decision of dividgpay-out or retention of a certain
amount or entire profits and/or out of the accurtmaarofits of the Company, shall, as far
as possible, consider the expectatimisthe major stakeholders including the small
shareholders of the Company who generally expesgjaar dividend payout.

7. THE FINANCIAL PARAMETERS THAT SHALL BE CONSIDERED WHILE
DECLARING/ RECOMMENDING DIVIDEND;

In addition to the circumstances covered undertp®iabove, the Board shall, inter alia,
consider the following financial parameters, whiding decisions of a dividend payout
during a particular year-

. Return on invested capital

The efficiency with which the Company uses its tapwill impact the decision of
dividenddeclaration.

. Magnitude of earnings of the Company

Since dividend is directly linked with the availktyi of earning over the long haul,
themagnitude of earnings will significantly impact tdeszidend declaration decisions of
theCompany.




. Cost of borrowings
The Board will analyze the requirement of necess$angls considering the long term or
short term projects proposed to be undertaken byGbmpany and the viability of the

options in terms of cost of raising necessary funols outsiders such as bankers, lending
institutions or by issuance of debt securitieslough back its own funds.

. Obligationsto creditors
The Company should be able to repay its debt dihige without much difficulty over

a reasonable period of time. The decision of dimileleclaration shall be taken after
considering the volume of such obligations and tpeeod ofrepayment,

. Adequacy of profits
If during any financial year, the Board determiribat the profits of the Company are

inadequate on standalone basis and/or consolidses, the Board may decide not to
declare dividends for that financial year.

. Post dividend Earning Per Share (EPS)

The post dividend EPS can have strong impact onfuhds of the Company, thus,

impacting the overall operations on day-to-day asid therefore, affects the profits and

can impact the decision for dividend declaratiorirdpa particular year.

8. FACTORSTHAT MAY AFFECT DIVIDEND PAYOUT

* Internal Factors

- Product/ Project expansion plan
The Company’s growth oriented decision to conseagh in the Company for future
expansion plan impacts shareholders expectatiorthidrlong run which shall have
to considered by the Board before taking divideadigion.

- General Working capital requirement

In addition to the above, the general working adpitequirements within the
Company will also impact the decision of divideretidration.

- Past performance/ reputation of the Company

The trend of the performance/ reputation of the gany that has been during the
pastyearsdetermine the expectation of the shiaieiso




o External Factors
- Macroeconomic conditions

Considering the state of economy in the Countrg, policy decisions that may be
formulated by the Government and other similar @omts prevailing in the
international market which may have a bearing onaffect the business of the
Company, during uncertain or recessionary econanid business conditions, the
Board may consider retaining a larger part of th#ifs to have sufficient reservés
absorb unforeseen circumstances.

- Capital Market

When the markets are favorable, dividend pay-out lma liberal. However, in case of
unfavorable Capital market conditions, Board maspreto a conservative dividend pay-
out in order to conserve cash outflows.

- Statutory Restrictions

The Board will keep in mind any restrictions payment of dividends by virtue of
any regulation or loan covenant, as may beiegdge to the Company at the time of
declaration of dividend.

- Tax implications

Dividend distribution tax or any tax deduction atisce as required by applicable tax
regulations in India, as may be applicable at thne tof declaration of dividend shall
have bearing on the quantum of Dividend declarethbyCompany.

9. RANGE OF DIVIDEND PAY-OUT

The Company is committed to deliver sustainableeab all its stakeholders. The Company
strives to distribute an optimal and appropriatelef the profits earned by it in its business
and investing activity, with the equity sharehofgen the form of dividend. As explained in
the earlier part of this Policy, determining theidend pay-out is dependent upon several
factors, both internal to a business and exterpalit.t Taking into consideration the
aforementioned factors, the Board shall have absaliscretion to determine & recommend
appropriate Dividend pay- out for the relevant ficial year.

10. MANNER OF UTILISATION OF RETAINED EARNINGS

The Board may retain its earnings in order to mbk#er utilisation of the available

funds andncrease the value of the stakeholders in the lumg The retained earnings

of the Company may, inter alia, be utilized for tbbowing purposes:

* To meet the working capital/ business needs oCibxapany

» To fund the project expansion plans of the Company;

» To fund the research expenditures of ongoing rekgaojects specifically those in the
advanced development stages

* Towards replacement/ up-gradation /modernizatioeqpipment’s & plants;




* Towards investment in long term/ short term strat@ggnt ventures &/or partnerships
and/or subsidiary companies ;

* To fund new acquisitions & investments.

* Towards diversification of business;

¢ Such other manner as the Board may deem fit frora to time.
11. REVIEW AND AMENDMENT

The Board may review and amend or modify this galcwhole or in part, at any time.
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