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Corporate Governance
1. COMPANY’S PHILOSOPHY ON CORPORATE GOVERNANCE

Corporate governance is about commitment to values and about
ethical business conduct. It is about how an organization is
managed. Corporate governance is the set of processes,
customs, policies, laws and institutions affecting the way a
corporation is directed, administered or controlled. It also
includes the relationships among the many players involved (the
stakeholders) and the goals for which the corporation is
governed. The principal players are the shareholders,
management and the board of directors. Accordingly, timely and
accurate disclosure of information regarding the financial
situation, performance, ownership and governance of the
company, is an important part of corporate governance. This
improves public understanding of the structure, activities and
policies of the organization. Consequently, the organization is
able to attract investors and to enhance the trust and confidence
of the stakeholders. Key elements of good corporate governance
principles include honesty, trust and integrity, openness,
performance orientation, responsibility and accountability,
mutual respect, and commitment to the organisation.

The importance of corporate governance has always been
recognized by your company and is manifest in its vision. In
accordance with the Listing Agreement, a certificate from the

Auditors of the Company for compliance of Corporate
Governance by the Company for the financial year 2006 - 07
has been inserted elsewhere in this Annual Report. A report, in
line with the requirement of the stock exchanges, on the
practices followed by the company and other voluntary
compliances is given below.

2. BOARD OF DIRECTORS

The Board meets in executive session at least four times in a
year at quarterly intervals and more frequently if deemed
necessary, to transact its business.  The Company Secretary, in
consultation with the Chairman and Managing Director, will
prepare the agenda for the meeting.  Information and data that
are more important to the Board’s understanding of the business
in general and related matters tabled for discussion.  The Agenda
and relevant enclosures are distributed to the members of the
Board sufficiently in advance of the meeting.  Sensitive Material,
however, is presented for discussion at the meeting only.  The
meetings of the Board of Directors are generally held at
Company’s Registered Office at Hyderabad, and are scheduled
well in advance.

Sl. No.             Name of the Director               Status / Designation                              Category

1. Dr. Murali K. Divi Chairman and Managing Director Promoter  and Executive Director

2. Mr. N V Ramana Executive Director Executive Director

3. Mr. Madhusudana Rao Divi Director (Projects) Executive Director

4. Dr. P Gundu Rao Director (R&D) Executive Director

5. Mr. Kiran S. Divi Director (Business Development) Executive Director

6. Dr. K Satyanarayana Director Non-executive Independent Director

7. Mr. S Vasudev Director Non-executive Independent Director

8. Mr. G Venkat Rao Director Non-executive Independent Director

9. Prof. C Ayyanna Director Non-executive Independent Director

10. Dr. G Suresh Kumar Director Non-executive Independent Director

2.1 Composition

As at 31st March 2007, the Board comprised of ten directors, five of whom are Executive and remaining are non-executive independent
directors as detailed below:
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Sl. No. Name of the Director Attendance Particulars No.of Directorships and Committee member/
chairmanship in other Companies

No.of Board No.of Board Last AGM Director- Committee Committee
Meetings Meetings ships Member- Chairman-

held attended ships ships

1. Dr. Murali K. Divi 7 6 Yes 3 – –

2. Mr. N.V.Ramana 7 7 Yes 1 – –

3. Mr. Madhusudana Rao Divi 7 5 Yes – – –

4. Dr.P.Gundu Rao 7 5 Yes – – –

5. Mr. Kiran S Divi 7 7 Yes 1 – –

6. Dr.K. Satyanarayana 7 6 Yes – – –

7. Mr. S.Vasudev 7 7 No – – –

8. Mr. G.Venkata Rao 7 7 Yes 1 – –

9. Prof. C.Ayyanna 7 4 No – – –

10. Dr.G.Suresh Kumar 7 7 Yes – – –

2.2 Number & Dates of Board Meetings held during the year :

During the financial year the Board has met seven times, i.e. on 29th May 2006, 17th June 2006, 31st July 2006, 29th September 2006, 28th

October 2006, 27th January 2007 and 17th March 2007. Director’s attendance at the Board and General Meetings held during the financial
year 2006-07 and number of other Directorship and Chairmanship/ Membership of Committees of each Director in various companies is
as follows:

No Director holds membership of more than 10 committees of Boards nor is a Chairman of more than 5 Committees of Boards of all the
companies in which he is a Director.

Corporate Governance

Re-appointment of Directors:

There are no changes in directors since last annual general
meeting.

Brief resume of the directors retiring by rotation and
seeking re-appointment:

Dr. P. Gundu Rao holds a Masters Degree in Pharmacy from
Benaras Hindu University. Dr. Gundu Rao obtained his Ph. D.,
from Friedrich Schiller University, Jena, Germany in 1962. He
taught pharmaceutical sciences at the Birla Institute of Technology
& Sciences (BITS), Pilani for over a decade from 1957 to 1968
and was later Professor & Chairman at School of Pharmacy, Addis
Ababa University, Ethiopia. He also served as a Professor and
Principal at College of Pharmacy, Manipal and was associated
with the college for over 24 years. He has published several
research papers and technical articles and has authored books
on inorganic pharmaceutical chemistry and biochemistry.
Presently he is whole time Director and heads the R&D Division
of your Company.

He is a not a Director in any other Company and is not a member
of any Committee of your company.

Dr. K. Satyanarayana holds M. S. (General Surgery) from
Osmania Medical College, Hyderabad and also M. Ch.
(Neurosurgery) from Christian Medical College, Vellore. He is
a common fellow of Royal Infirmary, Edinburg, UK. He was a
Professor of Neuro Surgery at Kakatiya Medical College,
Warangal and at Gandhi Medical College, Hyderabad. Dr.
Satyanarayana also worked as Professor & Head of Dept. of

Neurosurgery at Osmania Medical College, Hyderabad and as
the Director of Medical Education, Government of Andhra
Pradesh. He has retired from Government service and is
currently Consulting Neuro Surgeon at Vijaya Health Care,
Durgabhai Deshmukh Hospital and Medwin Hospitals at
Hyderabad.

He is a not a Director in any other Company. He is a member
and Chairman of the Remuneration  Committee of your
Company.

Mr. Kiran S. Divi has been on the Board of Directors since
August 2001 and is also Director (Business Development).

Mr. Kiran S. Divi is a Bachelor of Pharmacy from College of
Pharmacy, Manipal.  He was involved in understanding the
markets in USA in respect of active ingredients and intermediates
for about two years before joining the Board.  He is responsible
for marketing of generic products. Mr. Kiran S. Divi is also a
Director in Divi’s Biotech Private Limited

3. COMMITTEES OF BOARD
a) Audit Committee

The primary objective of the Audit Committee of the company
is to monitor and provide effective supervision of the
management’s financial reporting process with a view to ensure
accurate, timely and proper disclosures and the transparency,
integrity and quality of financial reporting.  The Committee
comprising of three Independent Directors, met six times during
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the year, i.e. on 17th June 2006, 31st July 2006, 29th September
2006, 28th October 2006, 27th January 2007 and 17th March 2007.

              Name Designation No. of Meetings

Held Attended

Mr. G. Venkat  Rao Chairman 6 6

Mr. S. Vasudev Member 6 6

Dr. G. Suresh Kumar Member 6 6

The Company Secretary acts as Secretary to the Committee.
The meetings of the Audit Committee were also attended by
the Executive Director, the Chief Financial Officer and
representatives of Statutory Auditors of the Company.

Scope of the Audit Committee includes the following:

a) To oversee the Company’s financial information disclosure,
review the adequacy of internal control systems.

b) To hold periodic discussions with the Statutory Auditors of
the Company concerning the accounts of the company,
internal control systems, scope and observations of the
Auditors.

c) To review the un-audited financial statements before
submission to the Board.

d) To investigate into any matter in relation to items specified
in Section 292A of the Companies Act, 1956 or as may be

DETAILS OF REMUNERATION TO DIRECTORS

Executive Directors:
(Rs. in Lakhs)

                Name Salary    PF Perks      Commn  Options Total Stock Options
Value Outstanding

(Nos.)

Dr.  Murali K. Divi 42.00 5.04 13.17 727.79 –– 788.00 Nil

Mr. N. V. Ramana 33.00 3.96 16.75 363.90 246.23 663.84 37872*

Mr. Madhusudana Rao Divi 31.20 3.74  6.90 — –– 41.84 Nil

Dr. P. Gundu Rao 18.00 0.39 2.59 — 48.06 69.04 7392*

Mr. Kiran S. Divi 19.32 2.32 4.33 — –– 25.97 Nil

Total 143.52 15.45 43.74 1091.69 294.29 1588.69

*To be exercised in subsequent years as per ESOP Scheme.

referred to it by the Board and for this purpose to seek any
relevant information contained in the records of the
Company and also seek external professional advice, if
necessary.

e) To make recommendations to the Board on any matter
relating to the financial management of the Company,
including the Audit report.

b) Remuneration and Compensation Committee

The purpose of the Remuneration and Compensation committee
of the company shall be to discharge the Board’s responsibilities
relating to remuneration of the Company’s Executive Directors
and to administer the employees stock option scheme. The
committee has overall responsibility for approving and evaluating
and recommending plans, policies and programs relating to
remuneration of Executive Directors of the Company.

The said committee met once during the year on 17th March
2007 and the attendance of each member of the Committee is
as follows:

              Name           Designation  No. of Meetings

Held Attended

Dr. K. Satyanarayana Chairman 1 1

Mr. S. Vasudev Member 1 1

Prof. C. Ayyanna Member 1 1

Non-Executive Directors:
The Company does not pay any remuneration to Non- Executive Directors except sitting fees and reimbursement of travelling and out of
pocket expenses for attending the Board/Committee meetings. The details of sitting fee paid to Non-Executive Directors during the year
2006-07 is as follows:

Sl. Name of the No. shares Sitting
No. Non-Executive Designation held Fees

Directors   (Rs. In Lakhs)

01 Dr. K. Satyanarayana Director 1000 0.70

02 Mr. S. Vasudev Director Nil 1.40

03 Mr. G. Venkat Rao Director 400 1.30

04 Prof. C. Ayyanna Director Nil 0.50

05 Dr. G. Suresh Kumar Director Nil 1.30
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c) Shareholders / Investors’ Grievance Committee

The Board has constituted the “Shareholders/Investors’
Grievance Committee” comprising Executive Director, One
Independent Non-Executive Director and Chief Financial Officer
of the Company. The Committee, inter-alia, approves issue of
duplicate share certificates and reviews all matters connected
with the shares transfers. The Committee also looks into
redressing of shareholders’ complaints like non transfer of shares,
non-receipt of dividend and annual reports etc.

During the year the committee has met 10 times on 1st April
2006, 22nd May 2006, 29th June 2006, 9th August 2006, 10th

October 2006, 4th November 2006, 25th November 2006, 5th

December 2006, 22nd December 2006 and 17th March 2007 and
considered the share transfers, issue of duplicate shares,
rematerialisation of shares and other investor grievances.

The constitution of the Committee and the attendance of each
member of the Committee is as follows:

            Name Designation No. of Meetings

Held Attended

Dr. G. Suresh Kumar Chairman 10 10

Mr. N. V. Ramana Member 10 10

Mr. L. Kishore Babu Member 10 10

Ms. P. V. Lakshmi Rajani, Company Secretary is Compliance
Officer of the Company for attending to Complaints / Grievances
of the members.

Complaints / Grievances received and attended

During the year under review, complaints received from
investors were replied / resolved to the satisfaction of the
investors as follows:

Sl.No Particulars Opening Received Resolved Pending

1. Share Certificate/ 0 6 6 0
Annual Report &
Others

2. Dividend Related 0 11 11 0

Disclosure on legal proceedings pertaining to shares

One case relating to dispute over title in which the Company
has been made a party got resolved among the parties and there
are no pending legal proceedings as on 31.03.2007.

Code of ethics and business conduct

The Board at its meeting held on 28th January 2005, has adopted
the Code of ethics and business conduct for Directors and senior
management.  The code is comprehensive in nature and
applicable to all Directors, Executive as well as Non- Executive
and to Senior Management of the company.

Copy of the said Code is available on the Company’s website,
www.divislaboratories.com.  The code has been circulated to

all the members of the Board and Senior Management and the
compliance of the same has been affirmed by them.  A declaration
signed by the Chairman & Managing Director is as follows:

I hereby confirm that the company has obtained from all the
members of the board and senior management, affirmation that
they have complied with the code of ethics and business conduct
for directors and senior management in respect of the financial
year 2006-07.

For and on behalf of the Board of Directors

Hyderabad Dr. Murali K. Divi
23rd May, 2007 Chairman and Managing Director

Corporate Governance
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Particulars of last three Annual General Meetings:

AGM Year ended Venue Date & Time Special Resolutions Passed

16th 31.03.2006 02.09.2006
10 A.M

KLN Prasad Auditorium,
FAPCCI Premises, 11-6-841,

Red Hills, Hyderabad – 500 004

15th 31.03.2005 22.08.2005
10 A.M

14th 31.03.2004 09.08.2004
10 A.M

4. GENERAL BODY MEETINGS

SPECIAL RESOLUTION PASSED THROUGH POSTAL BALLOT:

During the year the Company sought approval through Postal
Ballot dated 17.03.2007 from the Members for increasing the
remuneration payable to whole time Directors of the Company.
The last date for receipt of Postal Ballot is fixed as 18th May
2007 and results declared on 19th May 2007.  Since, the resolution
is passed and approved by Members in the financial year 2007-
08, details of results will be taken into consideration in the next
Annual Report.

The Company has complied with the procedures for the Postal
Ballot in terms of the Companies (Passing of Resolution by Postal
Ballot) Rules, 2001 and amendments thereto.

5. DISCLOSURES

A) Disclosures on Materially Significant Related Party
Transactions

The Company does not have any related party transactions,
which may have potential conflict with the interest of the
Company. Other related party transactions have been reported
at item No.13 of Notes to Accounts (Schedule - 24). The Register
of Contracts containing transactions, in which Directors are
interested, is placed before the Board regularly.

B) Cases of Non-Compliances / Penalties

There has been no instance of non-compliance by the Company
on any matter related to capital markets. Hence, the question
of imposition of penalties or strictures by SEBI or the Stock
Exchanges does not arise.

C) Risk Management

The company has been addressing various risks impacting the
company and the policy of the company on risk management is
provided elsewhere in this annual report in Management
Discussion and Analysis.

D) Whistle Blower Policy

The company is in the process of development of suitable Whistle
Blower Policy.

E) Compliance with mandatory requirements and adoption
of non mandatory requirements of Clause 49

Certificates from M/s. P.V.R.K. Nageswara Rao & Co., Auditors
of the Company, Dr. Murali K. Divi, Chairman and Managing
Director and Mr. L Kishore Babu, Chief Financial Officer,
confirming compliance with the conditions of Corporate
Governance as stipulated under clause 49 of the Listing
Agreement, are annexed to the Directors’ Report forming part
of the Annual Report.

The company has constituted a Remuneration committee.  A
detail note on compensation / remuneration is provided
elsewhere in the report.

As on date, the company has not adopted other non-mandatory
requirements i.e., half-yearly communication of financial
performance to shareholders, training of board members,
mechanism for evaluating non-executive board members.

6. MEANS OF COMMUNICATION

Quarterly, half-yearly and annual financial results of the Company
are communicated to the Stock Exchanges immediately after
the same are considered by the Board and are published in
prominent English and Telugu newspapers. They are also made
available on the Company ’s website, i.e.
www.divislaboratories.com.

7. MANAGEMENT DISCUSSION AND ANALYSIS

This information is set out in a separate section included in this
annual report.
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1.Re-appointment of Mr.
Madhusudana Rao Divi as Director
(Projects) and Mr. Kiran S Divi as
Director (Business Development)
of the Company.

2. Increase of remuneration payable
to Mr. N.V. Ramana, Executive
Director and Dr. P. Gundu Rao,
Director (R&D) of the Company.

1. Voluntary delisting of shares from
Hyderabad Stock Exchange.

2. Re-appointment of Dr. P. Gundu Rao
as Director (R&D)

Re-appointment of Dr.Murali K. Divi
as Chairman and Managing Director
and Mr. N V Ramana as Executive
Director of the Company




