BSR&Co.LLP

Chartered Accountants

5th Floor, Lodha Excelus, Telephone +91 (22) 4345 5300
Apollo Mills Compound Fax +91 (22) 4345 5399
N. M. Joshi Marg, Mahalaxmi

Mumbai - 400 011

India

Independent Auditor’s Report

The Board of Directors of
Alkem Laboratories Limited

Report on the Consolidated Ind AS Financial Statements

At the request of Alkem Laboratories Limited, the Ultimate Holding Company of
ThePharmanetwork, LLC (“‘TPN’ or ‘the Company’), a New Jersey limited liability company, we
have audited the accompanying Consolidated Ind AS financial statements of the Company and its
subsidiary (hereinafter referred to as “the TPN Group”), which comprise the Consolidated Balance
Sheet as at 31 March 2017, the Consolidated Statement of Profit and Loss (including Other
Comprehensive Income), the Consolidated Cash Flow Statement and the Consolidated Statement of
Changes in Equity for the year then ended, and a summary of significant accounting policies and
other explanatory information (hereinafter referred to as “the consolidated Ind AS financial
statements”), prepared and presented solely to facilitate the preparation of the consolidated Ind AS
financial statements of the Ultimate Holding Company — Alkem Laboratories Limited, in terms of
section 129(3) of the Indian Companies Act, 2013 (the “Act”) and in accordance with the
requirements of the Schedule I1I to the Act.

These financial statements/financial information are “special purpose financial statements/financial
information” and do not constitute a set of statutory financial statements in accordance with the local
laws in which the Entity is incorporated.

Management’s Responsibility for the Consolidated Ind AS Financial Statements

The Ultimate Holding Company and the TPN Group’s management are responsible for the
preparation of these consolidated Ind AS financial statements that gives a true and fair view of the
consolidated financial position, consolidated financial performance including other comprehensive
income, consolidated cash flows and consolidated changes in equity of the TPN Group in accordance
with the accounting policies followed by the Ultimate Holding Company — Alkem Laboratories
Limited, in preparing its consolidated Ind AS financial statements (“Group Accounting Policies™)
and the Indian Accounting Standards (Ind AS) as prescribed under Section 133 of the Indian
Companies Act, 2013. This responsibility includes the design, implementation and maintenance of
internal control relevant to the preparation and presentation of these financial statements that give a
true and fair view and are free from material misstatement, whether due to fraud or error.

Auditor’s Responsibility

Our responsibility is to express an opinion on these consolidated Ind AS financial statements based
on our audit. We conducted our audit in accordance with the Standards on Auditing issued by the
Institute of Chartered Accountants of India (ICAI) and in particular SA 800 ‘Special Considerations
— Audits of Financial Statements Prepared in Accordance with Special Purpose Frameworks’. Those
Standards require that we comply with ethical requirements and plan and perform the audit to obtain
reasonable assurance about whether these consolidated Ind AS financial statements are free from
material misstatement.
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BSR&Co. LLP

Independent Auditor’s Report (Continued)
Alkem Laboratories Limited

Auditor’s Responsibility (Continued)

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures
in these consolidated Ind AS financial statements. The procedures selected depend on our judgment,
including the assessment of the risks of material misstatement of these financial statements, whether
due to fraud or error. In making those risk assessments, we considers internal control relevant to the
entity’s preparation and fair presentation of these consolidated Ind AS financial statements that give
true and fair view in order to design audit procedures that are appropriate in the circumstances, but
not for the purpose of expressing an opinion on the effectiveness of the entity’s internal control. An
audit also includes evaluating the appropriateness of accounting policies used and the reasonableness
of accounting estimates made by management, as well as evaluating the overall presentation of these
consolidated Ind AS financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis
for our audit opinion on these consolidated Ind AS financial statements.

Opinion

In our opinion, and to the best of our information and according to the explanations given to us, the
aforesaid consolidated Ind AS financial statements give a true and fair view in conformity with the
Group Accounting Policies of Alkem Laboratories Limited and the accounting principles generally
accepted in India, of the consolidated state of affairs of the TPN Group as at 31 March 2017 and its
consolidated profits (including other comprehensive income), consolidated cash flows and the
consolidated changes in equity for the year ended on that date.

Other Matter

Without modifying our opinion, we draw attention to Note 1B — 1.1 to the Consolidated Ind AS
Financial Statements, which describes the basis of accounting. These financial statements/financial
information are “special purpose financial statements/financial information” and do not constitute a
set of statutory financial statements in accordance with the local laws in which the Entity is
incorporated and are prepared for the sole purpose of consolidation of the Ind AS financial statements
of the TPN Group with the Ultimate Holding Company — Alkem Laboratories Limited.

For BSR & Co. LLP
Chartered Accountants
Firm’s Registration No: 101248W/W-100022

Sadashiv Shetty

Mumbeai Partner
Date: 22 May 2017 Membership No:048648



THEPHARMANETWORK, LLC
CONSOLIDATED FINANCIAL STATEMENTS
CONSOLIDATED BALANCE SHEET AS AT 31 MARCH 2017

As per our report of even date attached,
ForBSR & Co. LLP

Chartered Accountants

Firm's Registration No. 101248W/W-100022

Partner
Membership No. 048648
lMumbai

Date : 22 May 2017

The accompanying notes are an integral part of these financial statements

For and on behalf of the
Board of Director of ThePharmaNetwork, LLC.

S Veﬁkatesh
Director

Parsippany, New Jersey, USA

Date ; 22 May 2017

Eﬁr‘l‘;ilaway
Director

Note As at As at As at
Particulars No. 31 March 2017 31 March 2016 1 Aprll 2015
) usp usb usD
i, ASSETS
1 Non-current assets
(a)  Property, plant and equipment 3.1 193,191 111,092 145,693
(b)  Capital work in progress 3.1 718,356 - -
{c) Intangible assets 3.1 2,903,248 3,150,501 3,445,223
Total non-current assets 3,811,795 3,261,593 3,590,916
2 Current assets
(a) Inventories 3.2 40,317,108 35,075,747 18,984,063
{b) Financial Assets
(i) Trade receivables 33 38,773,352 27,708,217 32,533,814
(iiy Cash and cash equivalents 3.4 1,641,049 2,835,277 7,415,432
(#ii) Loans 35 6,122,506 474,734 24,734
(iv) Other financial assets 3.6 13,754,543 8,932,752 68,421
(c)  Other current assets 3.7 187,046 180,790 470,221
Total current assets 100,795,604 75,207,517 59,496 485
TOTAL ASSETS 104,607,399 78,469,110 63,087,401
#. EQUITY AND LIABILITIES
1 Equity
{a} Member's Capital 3.8 9,661,556 9,561,556 9,561,556
(hy  Other Equity 44,881,436 26,237,054 5,838,475
Total Equity 54,442,992 35,798,610 15,400,031
2 Liahilitles
2A Non-Current Liabilities
(a) Financial Liabilities
{ Borrowings 3.8 " 348,485 895,359
Total Non-current Liabilities - 348,485 895,359
2B Current liahilities
{a)  Financial Liabilities
(i) Bosrowings 3.9 - - 2,600,000
{ii) Trade payables 3.10 44,572,724 30,298,364 20,888,845
(i) Other financial liabilities N 4,402,883 11,121,906 21,678,908
{(b) Provisions 3.12 1,188,480 901,745 1,611,831
{c)  Other current liabilities 313 320 - 12,430
Total Current Liabilities 50,164,407 42,322 015 46,792,011
Total Liabilities 50,164,407 42,670,500 47 687,370
TOTAL EQUITY AND LIABILITIES 104,607,399 78,469,110 63,087,401
Significant Accounting Policies 1B
Notes to The Consolidated Financial Statements 3

Dy




THEPHARMANETWORK, LLC
CONSOLIDATED FINANCIAL STATEMENTS

CONSOLIDATED STATEMENT OF PROFIT AND LOSS ACCOUNT FOR THE YEAR ENDED 31 MARCH 2017

Chartered Accountants
Firm's Registration No. 101248W/W-100022

Partner
Membership No. 048648
Mumbai

Date ; 22 May 2017

Note For the Year ended Foret::e\gear
Particulars No. 31 March 2017 31 March 2016
usp usp
1 Income
(a) Revenue from Operations 314 156,342,370 136,036,494
{b) Other Income 3.158 47,805 499 {
Total Income 156,390,175 139,036,993
2 Exponses
{a} Purchases of Stock-in-Trade 127,428,703 113,260,767
(v) Changes in inventories of finished goods, Stack-in-trade
and work-in-progress 3.16 {11,174,901) (14,784,503)
© Employee benefits expenses 3.17 4,204,785 4,346,450
(dy Finance Costs 3.18 885,273 769,672
{e) Deprecialion and amortisation expense 3.1 311,140 327,309
{fi Other expenses 3.19 16,090,793 14,718,719
Total Expenses 137,745,793 118,638,414
3 Profit before tax (1) - (2) 18,644,382 20,398,579
4 Tax expenses {Refer Note 1.18) " -
5 Profit for the year (3) - (4) 18,644,382 20,308,579
6 Other Comprehensive Income
Items that will be reclassified to
@ oroftor loss _ B
0 Foreign Currency Translation
Differance of foreign operation - -
Total of Other Comprehensive Income for the peried, net of
tax - -
7 Total Comprehensive income for the period (5) + (6} 18,644,382 20,398,579
8 Basic and diluted earnings per unit 3.28 0.28 0.31
Significant Accounting Policies 1B
{Notes to The Consolidated Financial Statements 3
The accompanying notes are an integral part of these financial statements
As per our report of aven date attached,
BSR&Co.LLP
For ° For and on behalf of the

Board of Director of ThePharmaNetwork, LLC.

S Venkatesh ohn Dilaway
Director Director

Parsippany, New Jersey, USA
Date ; 22 May 2017
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THEPHARMANE TWORK, LLG

CONSOLIDATED CASHFLOW STATEMENT FOR THE YEAR ENDED 31 MARCH 2017

For the year ended 31 For the year ended 31

Praticulars March 2017 March 2016
UsD usD

A. Cash Flow from Operating activities
Profit before Tax 18,644,382 20,398,579
Adjustments for :
Depreciation 311,140 327,309
Interest Expense 885,273 769,672
Operating Profit before Working Capital Changes 19,840,795 21,495 559
Changes in working capital:
fncrease in inventories {5,241,361) (16,001,684)
(Increase)/decrease in trade receviable {11,065,134) 4,825,397
increase in loans, other financial assets, other assets (10,475,819) {9.024,900)
increase in trade payables 14,274,360 9,409,519
Decrease in other financial liabilities and other liabilities {6,718,703) (10,556,999}
Increase/{decrease) in provision 286,735 {722,516)
Cash generated from/(used in) from operations 900,872 {665,624)
Net cash generated fromf{used in) from operating activities 900,872 (665,624)
B. Cash Flow from Investing activities
(Purchase)/sale of proerty plant and equipments {861,341) 2,014
Net cash (used in) /generated from Investing activities (861,341) 2,014
C. Cash Flow from Financing activities
Proceeds from Long Term Borrowings {348,4885) (3,146,874)
Interest Expense {885,273) (769,672)
Net cash used in from Financing activities (1,233,758) (3,916,546)
D. Net decrease in cash and cash equivalents (A) + (B) + (C) {1,194,226) (4,580,156)
E. Cash and cash equivalents at the beginning of the year 2,835,277 7,415,432
F. Cash and cash equivalents at the end of the year (D) + (E} 1,641,051 2,835,276

Notes :

"Statement of Cash Flows"

As per our report of even date attached,
ForBSR &Co. LLP

Chartered Accountants

Firmy's Registration No. 101248W/W-100022

Sadashiv Shetty
Partner '
Membership No. 048648
Mumbai

Date : 22 May 2017

For and on behalf of the

The above Cash Flow Statement has been prepared under the “Indirect Method” as set out in the Indian Accounting Standard (Ind AS-7) -

Purchase of Property, Plant and Equipment includes movements of capital work-in-progress (including capital advances) during the year

Board of Director of ThePharmaNetwork, LLC.

S Venkatesh
Director

Parsippany, New Jersey, USA

Date : 22 May 2017

ey

ohn Dilaway
Director




THEPHARMANETWORK, LLC
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

1A

18
1.1

General Information

ThePharmaNetwork, LLC (the “Company”) is engaged in development, marketing, licensing of genaric pharmaceuticals and active phammaceutical
ingredients (AP}). The Company's product line has grown to approximately twenty different products soid in various strangths and sizes which are sold
fo major drug wholesalers, drug chains, mass merchandisers, supermarket pharmacies and managed care companies in the United States. These
consolidated financial statements comprise the Company and its subsidiary {coflectively the ‘Group’ and individually 'Group company').

SIGNIFICANT ACCOUNTING POLICIES:

Basis of proparation of Financial Statements:

a) Statement of compliance

The consofidated financial statements of the Group as at and for the year ended 31 March 2017 have been prepared in accordance with the group
accounting policies as adopted by its Uitimate Holding Company, Alkem Laboratories Limited (hereinafter referred to as “Alkem”) which is as per the
Indian Accounting standards (Ind AS") notified by the Ministry of Corporate Affairs in consultation with the National Advisory Committee on Accounting
Standards, under section 133 of the Companies Act, 2013 (‘Act’) read with Rule 3 of the Companies {Indian Accounting Standards) Rules, 2015 (as
amended) and the relevant provisions of the Act.

Thess consolidated financial staternents are "special purpose financial statements/financial information” and do not constitute a set of statutory financia)
statements in accordance with the local laws in which the Company is incorporated and are prepared for the sole purpose of consolidation of the ind AS
financial statements of the Group with Alkem.

These consolidated financial statements are the Group's first Ind AS financial statements and are covered by ind AS 101, First-time adoption of Indian
Accounting Standards. The transition to Ind AS has been carried out from the accounting principles generally accepted In india (“Indian GAAP”) which is
considered as the “Previous GAAP" for purposes of Ind AS 101. An explanation of how ihe transition to Ind AS has affected the Group's equity, its net
profit and its cash flows is provided in Note 3.23. The consolidated Financial statements are prepared in United States Doller ("USD"} except for unit
data, per unit data and all the amounts have been rounded off to the nearest USD, unjess otherwise stated.

b) Basis of preparation and p tation
The preparation of financial statements in accordance with Ind AS requires the use of certain critical accounting estimates. it also requires management

to exercise its judgment in the process of applying the Group's accounting policles. The areas involving a higher degree of judgment or complexity, or
areas whare assumptions and estimates are significant to the financial statements are disclosed in Note 2. Actual results could differ from those
estimates, The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting estimates are recognised in the
period in which the estimate is revised if the revision atfects only that period or in the period of the revision and future periods if the ravision affects both
current and future periods,

The Group presents assels and liabilities in Balance Sheet based on current/non-current classification.

An asset is classified as current when it is:

a) BExpected to be realised or intended to sold or consumed in nonmal operating cycle,

b} Held primarily for the purpose of trading,

¢} Expected to be realised within twelve months after the reporting peried, or

d) Cash or cash equivalent unless restricted from being exchanged or used to settle a liability for at Jeast twelve months after the reporting period.
All other assets are classified as non-current,

A liability is classified as current when:

a) itis expected to be settled in normal operating cycle,

b} it is held primarily for the purpose of trading,

c) itis due to be settled within twelve months after the reporting period

d} there is no unconditional right to defer the settiement of the liability for at least twelve months after the Seporting period

The Group classifies all other liabilities as non-current
Deferred tax assels and fiabilities ace classified as non-current assets and labilities,

c) Basis of measurement
These consolidated financial statements are prepared under historical cost convention unfess otherwise indicated,

d) Functional and Presentation Currency
These consolidated financial statements are presented in USD, which is the functional currency of the Company and the currency of the primary
economic environment in which the Company operates.

1.2 Basis of consolidation

(@

The consalidated financial statements incorporate the financial statements of the Company and the entities it controls, both unifaterally and jointly.

Accounting for Subsidiaries
A subsidiary is an entity over which the Group has control. Contral is achieved when the Group is exposed to, or has rights to, variable returns from its
involvement with the entity and has the ability to affect those retums through its power over the entity.

The financial stateraents of subsidiaries are included in the consolidated financial statement form the date on which contro! comences until the date
on which control ceases.

The consolidated financial statements have been prepared using uniform accounting policies for like transactions and other events in simitar
circumstances. The accounting policies adopted in the preparation of financial statements are consistent with those of previous year, The financial
statements of the Company and its subsidiaries have been combined on a line-by-line basis by adding together the book vatues of like items of assets,
tiabilities, income and expenses, after eliminating intra-group balances, intra-group transactions and profits/fosses, unless costrevenue cannot be

recovered,

The details of the subsidiaries consolidated are as follows:

Name of Subsidiaries % of Shargholding and voting power

Principal place
e of Buginess | A9 “'g;‘;“" 31 IasatMarch 312018] As atApril 12015

.
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e
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* N, M. Josii Marg,
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NG india ‘
om0

W4 T L AR \ United Stated of o
ot G5 . 100% 09
Ascend Laboraton/s{dts(f o \\{\ < )\ 100@ 00% 100%




THEPHARMANETWORK, LLC
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
NOTE - 1: SIGNIFICANT ACCOUNTING POLICIES: (Continued)

)

©

1.3

Transaction eliminated on consolidation

Intra-group balances and transactions, and any unrealised income and expenses arising from intra-group transactions, are efiminated. Unrealised gains
arising from transactions with equity accounted investees are eliminated against the investment to the extent of the Group's interest in the investee,
Unrealised losses are efiminated in the same way as unrealised gains, but only to the extent that there is no evidence of impairment.

Business Combination

As part of its transition to Ind AS, the Group has elected to apply the relevant ind AS, viz. ind AS 103, Business Combinations, to only thase business
combinations that occurred on or after 1 April 2015. In accordance with ind AS 103, the Group accounts for these business combinations using the
acquisition method when control is transferred to the Group. The consideration transferred for the business combination is generally measured at fair
value as at the date the controf is acquired (acquisition date), as are the net identifiable assets acquired. Any goodwill that arises is tested annually for
impairment. Transaction costs are expensed as Incurred, except 10 the extent related to the issue of debt or equity securities.

The consideration transferred does not include amounts related o the setliement of pre-existing relationships with the acquiree. Such amounts are
generally recognised in profit or loss.

Any contingent consideration is measured at fair value at the date of acquisition. if an obfigation to pay contingent consideration that meets the
definition of a financial instrument is classified as equity, then itis not ired subsequently and settl it is accounted for within equity. Cther
contingent consideration is remeasured at fair value at each reporting date and changes in the fair value of the contingent consideration are recognised
in profit or loss.

Busi combination bet entities under common control is accounted using pooling of interest methad of accounting. Under pooling of interest
methad of accounting, none of the assets or liabilities are restated fo their fair values, Instead, the acquirer incorporates carrying values from the date
on which the business combination between entities under common controt occurred.

Propenrty, plant and equipment

i) Recognition and Measurement

a) ltems of Property, plant and equipment are carried at cost less accumulatad depreciation and impairment losses, if any. The cost of an item of
Property, plant and eguipment comprises its purchase price, including import duties and other non refundable taxes or levies and any directly
altributable cost of bringing the assets to its working condition for its intended use and any trade discount and rebates are deducted in arriving at
purchase price. Cost of the assets also inchudas interest on borrowings attributable to acquisition of qualifying fixed assets up to the date the asset is
ready for its intended use incusred up to that date.

b) If significant parts of an item of property, plant and equipment have different useful lives, then they are accounted for as separate items (major
components) of Property, plant and equipment,

c) Any gain or foss on disposal of an item of property plant and equipment is recognised in consolidated staterent of profit and loss.

d) Cost of ltems of Property, plant and equipment not ready for intended use as on the balance sheet date, is disclosed as capital work in progress.
Advances given towards acquisition of property, plant and equipment outstanding at each balance shest date are disclosed as Capilai Advance under

Other non current assets,

ii) Subsequent expenditure
Subsequent expenditure refating fo fixed assets is capitalised only if such expenditure results in an increase in the future benefits from such asset

heyond its previously assessed standard of performance.

iif) Depreciation and amortisation:

Fixed assets are stated at cost. Depreciation and amortisation is computed using the straight-line basis over the useful lives of the assets,
Maintenance, repairs, and renewals that neither materially add to the value of the property, nor appreciably prolong its life, are charged to expense as
incurred. Gains and losses on dispositions of assets are included in income,

Tangible Assets Useful Life

Leasehold improvements 7 -39 years

Plant and Machinery 5-7 Years

Fumiture and Fixtures 5 years

Vehicles 5 Years

Office Equipments S Years

Intangible Assets:

I. Recognition and meas t

Reasearch and Expenditure on research activities is recognised in profit or loss as incurred,

development Development expenditure is capilalised only if the expenditure can be measured reliably, the product or process is

technicafly and commercially feasible, futura economic benefits are probable and the Group intends to and has sufficient
resources to complete development and to use or sell the asset. Otherwise, it is recognised in profit or loss as incurrad.
Subsequent to initial recognition, development expenditure is measured at cost less accumulated amortisation and any
accumulated impairment losses.

Other intangible assets  |Other intangible assets, such as computer software and trademarks and patents, that are acquired by the Group and have
finite useful lives are measured at cost less accumulatad amortisation and any accumulated impairment losses.

Goodwill Goodwill is initially recognised based on the accaunting policy for business combinations (refer note 1.2 (c)). These assets
are not amortised but are tested for impairment annually.

H. Subsequent expenditure
Subsequent expenditure is capitalised only when it increases the fiture economic benefits ambodied in the specific asset to which it relates. All other
expenditure, includ diture on intemnally generated goodwilf and brands, is recognised in profit or loss as incurred.

§

B Josts Marg,
pAaialamy,
a4 00011
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THEPHARMANETWORK, LLC
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
NOTE - 1: SIGNIFICANT ACCOUNTING POLICIES: (Continued)

. Amortisation

The Group amortizes intangible assets with finite lives over their estimated useful lives and reviews them for impairment annually or whenever
impairment exists. The Group continually evaluates whether avents or changes in circumstances might indicate that the remalining estimated useful life
of long-lived assets may warrant revision, or that the remaining balance may not be recoverable. When factors indicate that fong-lived assets shoutd be
evaluated for passible impairment, the Company uses an estimate of the related undiscounted cash flows in measuring whether the long-lived asset
should be writlen down fo fair value. Measurement of the amount of impairment would be based on generally accepted valuation methodologies, as

deemed appropriate,

The estimated useful lives for current and comparative periods ars as follows:
intangible Assets Useful Life

Computer Software 3 Years

Other Intangible assets {15 Years

1.5 Impairment of Assets;

Al each reporting date, the Group reviews the carrying amounts of its non-financial assets (other than inventorles and deferred tax assets) to determine
whether there is any indication of impairment. If any such indication exists, then the asset's recoverable amount is estimated. intangible asssts with
indefinite useful life are tested annually for impairment. For impairment testing, assets are grouped together into the smallest group of assets that
generates cash inflows from continuing use that are targely independent of the cash inflows of other assets or CGUs. The recoverable amount of an
asset or CGU is the greater of its valus in use and its fair value less costs to sell. Value in use is based on the estimated future cash flows, discounted
to their present value using a pre-tax discount rate that refiects current market assessments of the time value of money and the risks specific to the
asset or CGU. An impairment loss is recognised if the camying amount of an asset or CGU exceeds its recoverable amount. Impairment losses are
recognised in profit or loss. An impairment loss is reversed only to the extent that the asset's carrying amount does not exceed the canying amount that
would have been determined, net of depreciation or amortisation, i no impairment loss had been recognised.

1.6 Operating Leases/ Finance lease:
Leases are classified as finance leases whenever the terms of the lease bransfer substantially all the risks and rewards of ownership 1o the lessee. All
other leasas are classifiad as Operating Leases.
Operating Lease: Lease rentals are charged or recognized in the Statement of Profit and Loss on a straight-line basis over the lease term, except
where the payment are structured to increase in line with expected general inflation to compensate for the expected inflationary cost increase,
Finance Lease: Assets held under finance leases are recognised as assets of the Group at their fair value at the inception of the lease or, if lower, at
the present value of the minimum lease payments. The corresponding liability to the lassor is included in the Balance Sheet as a finance lease
obligation. Lease payments are apportioned batween finance charges and reduction of the lease obllgation se as to achieve a constant rate of interest
on the remaining balance of the liability. Finance charges are charged to the Statement of Profit and Loss, uniess they are directly attributable to
qualifying assets, in which case they are capitalised in accordance with the Group's policy on borrowing costs.

1.7 Financial instruments
Recognition initial measurement: .
Trade receivables and debt securities issued are initially recognised when they are originated. All other financial assets and financial liabilities are
initially recognised when the Group becomes a party to the contractual provisions of the instrument.
A financial asset or financial fiability is initially measured at fair value pius, for an item not at fair value through profit and loss (FVTPL), transaction costs
- that are directly attributable to its acquisition or issue.

Classification and subsequent t

Financial Assets
On initial recognition, a financial asset is classified as measured at
+ amontised cost;

» FYQOCI! -debt investment,;
« FVOCI -equity investment; or
» FVTPL

Financiat assets are not reclassified subsequent to their initial recognition, except if and in the pariod the Group changes its business mods! for
managing financial assets.

A financial asset is measured at amortised cost if it meets both of the following conditions and is not designated as at FVTPL:

« the asset is held within a business model whose objective is 10 hold assets to collect contractual cash flows; and

+ the contractual terms of the financial asset give rise on specified dates fo cash flows that are solely payments of principal and interest on the principal
amount outstanding.

A debt investment is measured at FVOCH if it mests both of the foliowing conditions and is not designated as at FVTPL:

» the asset is held within a business model whose objective is achieved by bath collecting contractusi cash flows and selling financial assets; and

« the confractuat terms of the financial asset give rise on specified dates 1o cash flows that are solely payments of principal and interest on the principal
amount cutstanding.

On initial recognition of an equity investment that is nat held for trading, the Group may irrevocably elect ta present subsequent changes in the
investment’s fair value in OCI (designated as FVOC! - equity investment). This election is made on an investment-by-investment basis.

All financial assets not classified as measured at amortised cost or FVQCG! as described above are measured at FVTPL. This includes all derivative
financial assets. On initial recognition, the Group may irrevocably designate a financial asset that otherwise meets the requirements o be measured at
amortised cost or at FVOC! as at FVTPL if doing so eliminates or significantly reduces an accounting mismatch that would otherwise arise, -
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THEPHARMANETWORK, LLC
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
NOTE ~ 1: SIGNIFICANT ACCOUNTING POLICIES: (Continued)

Financial ts: Busii model 1

The Group makes an assessment of the objective of the business model in which a financial asset s held at a portfolio leve! because this best reflects
the way the business is managed and information is provided to management. The information considered includes:

- the stated policies and objectives for the portfolio and the operation of those policies in practice. These include whether management's strategy
focuses on eaming contractual interest income, maintaining a particular interest rate profite, matching the duration of the financial assets to the duration
of any refated liabilities or expected cash outflows or realising cash flows through the saie of the assets:

* how the performance of the portfolio is evaluated and reported to the Group's management;

« the risks that affect the performance of the businass model (and the financial assets held within that business model) and how those risks are
managed;

* how managers of the business are compensated -e.g. whether compansation is based on the fair value of the assets managed or the contractual cash
fiows collected, and

» the fraquency, volume and timing of sales of financial assets in prior periods, the reasons for such sales and expeciations about future sales activity.
Transfers of financial assets to third partles in transactions that do not qualify for derecognition are not considered sales for this purpose, congistent
with the Group's continuing recognition of the assets.

Financial assets that are hetd for trading or are managed and whose performance is evaluated on a fair value basis are measured at FVTPL,

Financial assefs: Assessment whether contractuat cash flows are solely payments of principal and interest

For the purposes of this assessment, 'principal' is defined as the fair value of the financial asset on initial recognition. ‘Interest’ is defined as
consideration for the time value of money and for the credit risk associated with the principal amount outstanding during a particular period of time and
for other basic lending risks and costs {e.g. liquidity risk and administrative costs), as well as a profit margin,

In assessing whether the contractual cash fiows are solely payments of principal and interast, the Group considers the contractual terms of the
instrument. This includes assessing whether the financial asset contains a contractual term that could change the timing or amount of contractual cash
flows that it would not meet this condition. In making this nent, the Group consid,

- contingent events that would change the amount or timing of cash flows;

- terms that may adjust the contractuat coupon rate, including variable interest rate features;

« prepayment and extension features; and

- terms that limit the Group’s claim to cash flows from specified assets (2.g. non-recourse features).

A prepayment feature is consistent with the solely payments of principal and interest criterion if the prapayment amount substantially represents unpaid
amounts of principal and interest on the principal amount outstanding, which may include reasonable additional compensation for early termination of
the contract Additionally, for a financial asset acquired at a significant discount or premium 1o its contractual par amount, a feature that permits or
requires prepayment at an amount that substantially represents the contractual par amount plus accrued {but unpaid) contractual interest (which may
also include reasonable additional compensation for early termination) is treated as consistent with this criterion if the fair value of the prepayment

feature is insignificant at initial recognition.

f_inancial assets: subsequent measurement and gains and losses
Financial  assets  at|These assets are subsequently measured at fair value. Net gains and lasses, including any interest

FVTPL or dividend income, are recognised in profit or loss,
Financial  assels  at[These assets are subsequently measured at amortised cost using the effective interest method, The
arnortised cost amortised cost is reduced by impairment fosses. Interest income, foreign exchange gains and losses

and impairment are recognised in profit or foss. Any gain or foss on derecognition is recognised in
profit or loss.

Debt investments  atJThese assets are subsequently measured at fair value. Interest income under the effective interest
FVOCH methad, foreigh exchange gains and losses and impairment are recognised in profit or loss. Other
net gains and losses are recognised in OCI. On derecognition, gains and losses accumulated in OC!
are rectassified to profit or loss.

Equity investments at{These assets are subsequently measured at fair vaiue. Dividends are recognised as income in prafit
FVOC! or loss unless the dividend clearly represents a recovery of part of the cost of the investment. Other
net gains and losses are recognised in OC! and are not reclassified to profit or loss.

Financial fabilities: Classification, subsequent measurement and gains and losses

Financial liabilities are classified as measured at amontised cost or FVTPL. A financial liability is classified as at FVTPY. if it is classified as held-for-
trading, or it is a derivative or it is designated as such on initial recognition. Financial liabilities at FVTPL are measured at fair value and net gains and
losses including any interest expense, are recognised in profit or loss. Other financial fiabilities are subsequently measured at amortised cost using the
effective interest method. Interest expense and foreign exchange gains and losses are recognized in profit or foss. Any gains or loss on derecagnition is

also recognized in profit or ioss,

Derecognition

Financial assets .

The Group derecognizes a financial asset when the contractual rights to the cash flows from the financial asset expire, or it transfers the rights to
receive the contractual cash flows In a transaction in which substantially all of the risks and rewards of ownership of the financial asset are transferred
or in which the Group neither transfers not retains substantially all of the risks and rewards of ownership and does not retain controt of the financial
asset.

If the Group enters into transactions whersby it ransfers assets recognized on its balance sheet, but retains either alf ar sybstantiaily all of the risks and

rewards of the transferred assets, the transferred assets are not derecognized.

Financial liabilities

The Group derecognises a financial fiability when its contractual obligations are discharged or cancelled, or expired.

The Group also derecognises a financlal liability when it terms are modified and the cash flow under the modified terms are substantially different, in
this case, a new financial liability based on the modified terms is recognised at fair value, The difference between the carrying amount of the financial
liability extinguished and the new financial fiabitity with modified terms is recognised in profit or lass.

Offgetting -
Financial aggets and:
legally enfdicaable-
Y. 5 Floor,
Lorha Excelus,

4o Agolly ¥ills Compound,

’ N B Josh Mag,

@) Mandiaxii,

s N Mumba 4001
5. India




THEPHARMANETWORK, LLC
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS {Continued)
NOTE - 1: SIGNIFICANT ACCOUNTING POLICIES: (Continued)

1.8 Equity instruments

Equity instruments issued by the Company are classified according to the substancs of the contractual arrangements entered into and the definitions of
an equily instrument. An equity instrument is any contract that evidences a residual interest in the assets of the Company after daducting alt of its
liabilities and includes no obligation to deliver cash or other financiat ts. Equity instn ts issued by the Company are recorded at the proceeds
received, net of direct issuance costs.

1.9 Inventories:

Inventories are stated at the lower of cost or market. Cost is determined on a standard cost basis that approximates the first-in, first-out (FIFO) methed.
Market is determined based on net realizable value. Appropriate consideration is given to obsolescence, excessive lavals, deterioration, and other
factors in evaluating net realizable value. The Graup's policy is 10 reserve any inventory with expiration dates of less than six months.

1.10 Revenue Recognition:

1.1

oy

i} Sale of Goods:

Revenue from the sale of goads in the course of ordinary activities is measured at the fair value of the consideration raceived or recelvable. This inter
alia invoives discounting of the consideration due to the present value if payment extends beyond normal credit terms. Revenue is recognised when the
significant risks and rewards of ownership have been transferred to the buyer, recovery of the consideration is probable, the associated costs and
possible retum of goods can he estimated reliably, there is no continuing effective control over, or managerial involvement with, the goods. and the
amount of revenue can he measured refiably:

The timing of transfers of rigks and rewards varies depending on the individual tarms of sale, usually in case of domestic, such transfer occurs when the
product is delivered to the customer. Revenue is measured at the fair value of the consideration received or receivable. Sales are net of estimated
chargebacks, sales discounts, rebates, prompt pay, sheif stack adjustments due to price revisions, medicaid rebates and

estimated retums. The significant adjustments to revenue are broadly explained beiow:

a) chargeback claim represent an amount payable in the future to a wholesaler customer for the difference between the invoice prices paid to the
Company by the wholesaler customer for a particular product and the negotiated contract price that the wholesaler's customer pays for the product.
Provision for chargeback is calculated on the basis of historical experience and specific terms in the individuat agreements.

b) provision for rebate is caiculated on the basis of historical experience and specific terms in the Individual agreaments.

¢ following a decrease in the price of a product, the Company generally grants customers a “shelf stock adjustment” for a customer's existing inventory
for the involved product. Provisions for shelf stock adjustments are determined at the time of the price decline or at the point of sale, if the impact of a
price decline on the products sold can be reasonably estimated based on the customer's inventory.

d} Provision for sales returns are estimated on the basis of historical experlence, market conditions and specific contractual terms and provided for in
the year of sale as reduction from revenue. The methodology and assumptions used to estimate returns are monitored and adjusted reguiarly in line
with contractuat and legal obligations, trade practices, historical frends, past experience and prajected market conditions.

@) Pharmaceutical manufacturers whose products are covered by the Medicaid program are required to pay rebate to each state a percentage of their
average manufaclurer’s price for the products dispensed. Medicaid rebates are estimated based on historical trends of rebates paid.

ii) Rendering of services

Income from services is recognized when the services are rendered.

iit} Other income

Revenue in respect of other income is recognized when a reasonable certainty as to its realization exists.

Shelf Stock Adjustments
Shelf stock adjustments are credils issued to customers to reflect decreases in the selling prices of products. These credits are customary in the
industry and are intended to reduce the customers’ inventory cost to better reflect cuirent market prices. The decision to grant a shelf stock adjustment

to a customer foliowing a price decrease is made at the Group's discretion.

1.12 Foreign currencies

i. Foreign currency transactions
Transactions in foreign cumencies are transiated into the respective functional curcency of the Company at the exchange rates at the dates of the
transactions. The functional and presentation currency of the Company is USD.

Monetary assets and liabilities denaminated in foreign currencies are translated into the functional currency at the exchange rate at the reparting date.
Non-manetary assets and liabilities that are measured at fair value in a foreign curency are translated into the functional currency at the exchange rate
when the fair value was determined. Foreign currency differences are generally racognised in profit or loss, Non-monetary items that are measured
based on historical cost in a foreign cumrency are not transiated.

However, foreign currency differerices arising from the translation of the following items are recognisad in OCl

~ equily investments measured at fair value through other comprehensive income (except on impairment, in which case foreign currency differences
that have been recognised in OC} are reclassified to profit or loss);

- a financial Kability designated as a hedge of the net investment In a foreign operation to the extent that the hedge is effective; and

« qualifying cash flow hedges to the extent that the hedges are effactive.

1.13 Chargebacks

Chargebacks represent the Group’s most significant provision against gross accounts receivable and related reduction to gross sales revenue.
Chargebacks are credils given to wholesale customers that represent the differénce between the lower price they sell (contractual price) to retail, chain
stores, and managed care organizations and what the Group charges the wholesaler.

1.14 Borrowing Costs:

Borrowing costs are intergggandgllger costs incurrad by the Group in connection with the borrowing of funds. Borrowing costs directly atiributable to
ible fixed assets which necessarily take 2 substantial period of time to get ready for their intended use are

acquisition or consh;/;gﬂférrﬁ%; G8eta

capitalised. Othe;,gbrrdg‘vm “tosts@re niged as an expense in the Statement of Profit and Loss of the period in which they are incurred,
7 oy S e
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THEPHARMANE TWORK, LLC
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
NOTE - 1: SIGNIFICANT ACCOUNTING POLICIES: {Continued)

1.15 Provision, Contingent Liabitities and Contingent Assets:

A provision is recognised if as a result of a past event, the Group has a present obligation (legal or constructive) that can be estmated reliably and itis
probable that an outflow of economic benefits will be required to settle the obligation. Provisions are recognised at the best estimate of the expenditure
required to setle the present abligation at the balance sheet dale. if the effect of time value of money is material, provisions are discounted using a
current pre-tax rate that reflects, when appropriate, the risks specific to the iiability.

A contingent ltability exists when there is a possible but not probable obligation, or a present obligation that may, but probably will not, require an ocutflow
of resources, or a present obiigation whose amount can not be estimated reliably. Contingent liabllities do not warrant provisions but are disclosed
unless the possibility of outflow of resources is remote. Contingent assets are neither recognised nor disclosed in the financial statements. However,
when the realisation of income is virtually certain, then the refated asset is not a contingent asset and its racognition is appropriate.

1.16 Earnings per share ('EPS’)

Basic EPS is computed using the weighted average number of equity shares autstanding during the period. Diluted EPS s computed using the
weighted average number of equity and dilutive equity equivalent shares outstanding during the period except where the results would be anti-dilutive.

1.17 Cash and cash equivalents:
Cash and cash equivalents for the purpose of cash flow statement comprise cash at bank including fixed deposits thaving original maturity of less than
3 months), cheques in hand and cash in hand.

1.18 Income Taxes

A Single member liability company is a disregarded entity for tax purposes and income and losses are reparted on the sole owner's tax retum.
Therefore, ne provision or liabilily for income taxes has been included in financial statements,
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THEPHARMANETWORK, LLC .
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
NOTE - 2: Critical accounting judgements and key sources of estimation uncertainty

The Group prepares its financial statements In accordance with Ind AS as issued by the MCA, the application of which often requires judgments to be
made by management when formulating the Group's financial posilion and results. The Directors are required to adopt those accounting policies most
appropriate to the Group’s circumstances for the purpose of presenting fairly the Company’s financial position, financial parformance and cash flows.

In determining and applying accounting policies, judament is often required in respect of ilems where the choice of specific policy, accounting estimate
or assumption to be followed could materially affect the reported results or net asset position of the Group should it later be determined that a different
choice would be more appropriate.

Managemant considers the accounting estimates and assumptions discussed below to be is critical accounting estimates and, accordingly, provide
an explanation of each below. The discussion below should aiso be read in conjunction with the Group's disclosure of significant accounting policies
which are provided in Note 1 to the consalidated financial statements, *Significant accounting policies.

a. Estimation of usefu! life

The useful life used to amortise or depreciate intanglble assets or property, plant and equipment respectively relates 1o the expected future
performance of the assets acquired and management's judgement of the peried over which economic benefit will be derived from the asset. The
charge in respect of periodic depreciation is derived after determining an estimate of an asset’s expected useful life and the expected residual
value at the end of its life. Increasing an asset’s expected life or its residual value would result in a reduced depreciation charge in the Statement
of Profit and Loss,

The usefut lives and residual values of Group's assets are determined by management at the time the asset is acquired and reviewed annually
for appropriateness. The lives are based on historical experience with similar assets as well as anticipation of future events which may impact
their life such as changes in technology.

b. Provision for trade receivables
Trade receivables are stated at thelr amortised cost as reduced by appropriate allowances for estimated irrecoverable amounts. Estimated
irrecoverable amounts are based on the ageing of the receivable balances and historical experience. Individual trade receivables are written off
when management deems them not to be collectible.

€. Provisions and contingent liabilities
The Group exercises judgement in measuring and recognising provisions and the exposures to contingent fiabilities related to pending litigation
or other outstanding claims subject to negofiated settlement, mediation, arbitration or govemment regulation, as well as other contingent
liabilities. Judgement is necessary in assessing the likelihood that a pending claim will succeed, or a liability will arise, and to quantify the
possible range of the financial seftiement. Because of the inherent uncertainty in this evaluation process, actuat losses may be different from the
originally estimated provision.

d. Fair value measurements and valuation processes
Some of the Group's assets and liabilities are measured at fair value for the financial reporting purposes. Central corporate treasury team works
with various banks for determining appropriate fair value of derivative assets and liabilities. Central treasury team reports to the Chief Financial
Officer. In estimating the fair value of derivative assets and jiabilities, the Group uses market-observable data to the extent it is available.

e. Product Returns and Other Allowances
In the pharmaceutical industry, customers are normally granted the right to return product for credit if the product has not been used prior to its

expiration date. The Group's return policy typically allows product returns for products within a twelve month window from six months prior to the
expiration date and up to six months after the expiration date. The Group accrues 2% of WAC at the time of invoicing. This percentage was
determined based on actual return rate history. The Group estimates the leve! of sales that will ultimately be returned, pursuant o its return
policy, and records a related allowance at the time of sale. These amounts are deducted from gross sales to determine net revenues. These
estimatles take into consideration historical retums of the products and the Group’s future expectations. The Group periodically reviews the
allowances established for retums and adjusts them based on actuat experience, as necessary. The primary factors considered in estimating
potential product returns include shelf fife and expiration date of each product and historical levels of expired product retums. If the Group
becomes aware of any returns due to praduct quality related issues, this information is used to estimate an additional allowance. The Group
provides for an allowance related to returns resulting from product recalls, in the period that such recalls occur. The amount of actual product
retum could be either higher or lower than the amounts provided. Changes in these estimates, if any, would be recorded in the income
statement in the period the change is determined. If the Group over or under estimates the quantity of product that will ullimately be retumed,
there may be a material impact to its financial statements.

Sales discounts (rade and prompt payment discounts) are provided for at the end of every reporting period based on the gross sales made to
the customers during the period and based on their terms of trade. The Company reviews contracts with its customers in addition to historical
data and percentages to estimate the reserve for estimated discounts.
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Customer rebates are estimated at the end of every reporting period, based on direct or indirect purchases. If the purchases are direct
{purchases made by end use customers directly Srom the Company), the rebates are recognised when products are purchased by customer and
a periodic credit is given. For indirect purchases (purchases by end use customers through wholesale customers), the rebates are recognised
based on the terms with such customer and validated against available chargeback data. Medicaid rebates are estimated based on the historical
data the Company receives from the public sector benefit providers, which is based on the final dispensing of the products by a pharmacy to a
benefit plan participant.
Sheif stock adjustments are sometimes required as per contractual agreements which are known at the time of the decision to make a price
change. Factors considered when recording an allowance for shelf stock adjustments include estimated launch dates of competing products
based on mariet intelligence, estimated decline in market price of products based on historical experience and input from customers, and levels
of inventory held by customers at the date of the pricing adjustments.

THEPHARMANETWORK, LLC

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
NOTE - 2: Critical accounting judgements and key sources of estimation uncertainty {Continued)

f. Chargebacks:
The Group estimates chargebacks at the time of sale to its wholesale customers. The Group considers the following factors in the determination

of estimates of sales chargebacks:
i) The historical data of chargebacks as a percentage ofsales, as well as actual chargeback reports received from primary wholesaler customers.

i) Volume of all products sold to wholesaler customers and the average chargeback rales for the current quarter as compared to the previous
quarter and comparad to the fast six month period.

i} The sales trends and estimated prices of products, wholesale acquisition cost (WAC), the contract prices with the retailers, chain stores,
managed care organizations {end-users), and wholesaler customer's confract prices.

) The Company utilizes data on remaining inventories on hand at primary wholesaler customers at the and of each reporting period in the
calculation of estimates.

Such estimated amounts, in addition to certain other allowances, are deducted from the Company's gross sales 1o determine net revenues. The
amount of actual chargebacks claimed could be either higher or lower than the amounts accrued. Changes in estimates, if any, would be
recorded in the income statement in the period the change is determined. if the Company materially over or under estimates the amount that will
ultimately be charged back to # by its wholesale customers, there could be a material impact on the Company's financial statements.

ompound,

APl
§

TI¥
‘ MM Joshi barg,




60T'42E oriLiE 18301
L4T69Z 94957 SUaGXa UOKBSIIOWY|
280'¢9 gub'es astiadxa uoneaideq
2307 toiel it
8102 UK LE

pepud sigjnaned

Popus Jesh sy sol 100 o 104
asn osuddxs LIORESHIOWS PUE UOHEHE: E3

inbs pue jueid fuadasd o) pedsaz i SiueielIL0D FBNIEINCS 404 (L)ST'E 90N I90Y 'Z
(i SN ‘9102 wdv | N QSN 19102 Yoiew LE) ZL0Z YOIEW L€ 18 SE GGE'SL'2 QS 51 85815010 Ut oM 1E1IED JO IUNOLIZ 10 "VORONASUDD 10 BSINDS BY) Ui sl snowen Jo 1dedsa) v ainuadxa sesudwios sseibosd ut oM fepdeD '}
~:81ON
916°066°C b kel X! 6S¥'SELY {8) + [v) isi04 puein
(3441447 802344 LEY'caL'y 8- 120] gng
8E6'9LY'Z 8/£'0LS PLE'L26°T sjusjed 9 Yew opeit |
860°298 - 960°258 077 O8N - fmpoon)
181°LLL 2€8'20C 61068 BIRMYOS Jandwon
s1essy ejqiBuelu) oG
£69'S¥L 8¢9y 620°21S - ie0) gng
SYR'Z0L £p9'1€e 88V ver sjuewdinb3 800
€E8'2Z 605'Y8 v iLl samp4 pue asmpung
§16°61 4:18 660°02 pue pioyssean
uoge|zesdeq - '
¥o0ig 18N peleInuwnasy Nooig sS04} juawdinhe pue jued 'Auedoid
asn
dYVO snoissd o 18pun §102 '} idy Uo uoliedaudep pejeinNDIB oY) PUB SN|EA 400|q $9016 DU} 10} MOIS] 210U JBJaY 'SIEP 12) U0 Junowe
Buikiies %3014 $5046 33 s PasAPISUOS UBaY sBY Junowe BulkLIEd X0[Y 19U By} ASUSY PUR UDKISURI) O BIED oY} LIO siassy ejqibueiu JeUIO puB WawdINb3 pue JuRlg Auadold syl 0} BONEIB: Ul LONJWSXS 1500 PIWIIP B} PIIRAB Set} dROID atf),
95C°ShL 8YZ'€06°2 929°920°2 860°29¢ $T§'8L 161061 0§8'e - 88'ZS 264'603 LLOZ YoleWy 1L e sy
- 10§°081°C 08.'122'¢ 860°L58 £29°1L 260°LLL re'v9 - 126'92 £25'61 9102 Yol (e e sy
M £IT'SY'e 8E6°9LY°Z 260°.88 281121 £69°5¥) Sy8'201 - £€6'22 [15:X:03 $102 judy 4 18 sy
SffEA YOOR 0N
268'619 Zhe'nee N 08%°621 Vib'LLL 68128 - 0£2'¢ [ s ZL0Z y2ley 1g3e sy
. (ory'l) (opp's) SjususHipy
$i9'v82 yS1's6L - t2g'es §v'ss £91'9¢ - 295'01 054’4 1ead oy} Jo} usHescwBuOREAIdaQ
42892 881'g64 - 8S0'0L Z60'28 22008 - 2.8°11 Z26€ SLOZ YdIeW L¢3 sy
- - - E - - - - - SUCHONRS0
4 - - - . - - - - sjusLsnipy
JA% 4] 851'561 - 650'0L 260'29 22008 - 715 21 26t Jteat sy Joj uotiesiioweuoneadar
uopesiMowY pue uopesdaideq
orl'eze's 8£68'81¥°Z 880'L68 $01'6v1 20e'0LE 68zZ'0L3 - 8L8'SL 8C6°814 AL0T Yodey 1o 38 8Y
- - T s p P B < M stonefg
- - - - (529"} {gza'L) - - - ssuUsHipy
(2408 - - zzv'2 z6b'sEL - - Tivee 020's6 SUOHPPY
BLLGY'E RE6'9LH'Z 860°158 z89° L1 yeLSLL y99°'vLL - 508'8¢ 9i6'61 9302 yosew Lo 18 sy
{Zy¥'ee} - - {Zy¥ac} - - - - - SUOHBRG
€ - - € (is2'e) - - (18Z'¢) - sjusuLsnpy
8£8'8 - - 6£6°0 zLr'oe 6Le'LL - £66'8t - sUOMpPpY
£ZT'ShY'e 8EE'9IY'T 860°.58 Ji:1 NP3 £69°6¥L 5¥8'20l - £E6'2C 518'6t $102 udy | Je sy
1502 pawsag jy
sjusieq {52'¢ 810N Kuswdinby BOIMX|S pueq
sseifoid 1oL BTN apesl | lejoy) jimpoog 13m0 senduiog 5oL 830 SOIreA pue anung pioyesee]
up j20Mm jeyde:
| oM jeden stesse ojqBuRy sjuawdinb3 pue jueld ‘Aledeld
(asni

55048044 Up Y10 fendes pue sjassy o|qiBuru; 100 Suswdinby pue jueld ‘Ausdoig 1t

{penupuOD} SINSWILVIS TVIONYNIA G3LVAIOSNOD 3HL OL SIION

ST HAOMLIANYINUVHATHL




THEPHARMANETWORK, LLC
NOTE -3 NOTES TQ THE CONSOLIDATED FINANCIAL STATEMENTS {Continued)

As at As at As at
Particulars 31 March 2017 | 31 March 2016 1 April 2015
Usi usop Usb
3.2 : INVENTORIES:
{Refer Note 1.9) accounting policy
Raw and packing materials - 5,933,540 2,072,093
Work-in-progress - 2,175,880 2,554,266
Stock-in Trade 40,317,108 26,868,317 14,357,704
TOTAL 40,317,108 35,075,747 18,984 063
Note:
1. The Group foliows suitable provigioning norms for writing down the value of invantaries
lowards slow moving, non moving, expired and non saleable inventory. Write down of
inventory for the year ended 31 March 2017 is USD 1,946,539 (31 March 2018; USD
1,083,733)
3.3 : TRADE RECEIVABLES:
{Unsecured)
Considered good 38,773,352 27,708,217 32,533,614
Considered doubtful 36,178 41,128 258,818
Less: impainment allowances (36,178) {41,128) {258,818}
38,773,382 27,708,217 32,533,614
Nt TOTAL 38,773,352 27,708.217 32533814
ote:-
1. The Group's exposure to cradit, liquidity and market risks, and Joss allowances reiated
fo Trade Receivables are disciosed in Note 3.21
3.4 ; CASH AND CASH EQUIVALENYS:
Cash and Cash Equivalents:
Balance with Banks:
in Current Accounts 1,641,043 2,835,277 7,415,432
TOTAL 1,641,049 2,835,277 7415432 |
3.5 : CURRENT LOANS:
Loans (Unsecured, Considered (ood,
unless Otherwise stated) 6,122,506 474,734 24,734
TOTAL 6,122,506 474,734 24,734
Note:~
1. Loans includes due from related party amounting to USD 6,122,506 {31 March 2018
USD 350,000 ; 1 April 2015 USD Nil)- Refer Note 3.20
3.6 : OTHER CURRENT FINANCIAL ASSETS:
Receivable from related parties 13,728,608 8,932,752 68,421
Security Deposits 25,934 - -
TOTAL 13,764,543 8,832,752 68,421
1. Other receivable includes due from related party amounting to USD 13,728,807 (31
March 2016 USD 8,032,752 ; 1 April 2015 USD 68,421)- Refer Note 3.20
3.7 : OTHER CURRENT ASSETS:
Balances with Govermnment Authorities - 127,566 -
Prepaid Expenses 187,046 §3,224 172,226
Prepaid Guarantee Commission - - 297,995
TOTAL 187,046 180,790 470,221
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THEPHARMANETWORK, LLC
NOTE -3 NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS {Continued)

p2

As at As at As at
Particulars 31 March 2017 | 31 March 2016 1 Aprit 2015
usn uso Usb
3.8 : MEMBER'S CAPITAL:
Member's Capital 9,561,556 9,561,556 9,561,556
TOTAL 9,661,556 9,561,556 9,561,556
{a) Reconciliation of the number of units outstanding at the beginning and at the end of the period:
As at As at As at
Particutars Num:;r":mh 2017 o :1 rM_{art::h 2016 1 April 2015
° uso g:’ o usp Number of Units usD
At the commencement of the year 68,501,766 9,561,556 66,501,768 9,561,556 £8,501,768 9,561,556
At the end of the year 86,801,766 | 9,561,856 | 66,501,766 9,561,556 86,501,766 9,681,556
{b) Details of members holding more than 5% units in the Company:
As at 31 March 2017 As at 31 March 2018 As at 1 Apni 2015
Name of the member: Number of | Percentage Number of Percentage of . Percentage of
Units | ofHolding | Units Holding | NumberofUnits| " ing
M/s. S&B Holdings B.V. Netherlands 668,501,766 100% 66,501,768 100% 66,501,766 100.0%
As at As at As at
Particulars 31 March 2017 | 31 March 2018 1 Aprit 2015
uso usn UsD
3.9 : BORROWINGS:
A. Current Borrowings:
Unsecured:
Long term maturities of finance lease
obligatian - 348,485 822,745
Insurance loan - - 72,614
TOTAL - 348,485 895,359
Note:-
A finance fease abligation refers o the license of technology has been accounted for as a
capital lease, payable over 5 years at § 39,999 a month. The lease became effective in
january 2013. The amortisation schedule was computed with an imputed interest rate of
0.83% - (Refer Note 3.28)
Amounting falling due for payment within 12 months are disclosed under Note 3.44
B. Non Current Borrowings:
Secured
Loans repayable on demand from Banks - - 2,600,000
TOTAL - - 2,600,000 |
Notes: ity
There is no default as at 1 April 2015, in repayment of above loans which is secured
against, SBLC given by Mfs. Alkem Laboratories Limited {Uttimate Holding Company)
3.10 : TRADE PAYABLES:
Trade payahles 44,872,724 30,298,364 20,888,845
TOTAL 44,572,724 30,2_38.364 20,888 845
Note:-
Oue to related parties includes USD 41,498,557 (31 March 2016 USD 25,017,561;1 Aprit
2015 USD 15,416,025) (Refer Note 3.20)
3.11 : OTHER CURRENT FINANCIAL LIABILITIES
Current maturities of long term finance obligation (Refer Note 3.9) 358,600 5,479,988 15,475,988
Employee payables £98 203,527 148,862
Accrual for Expenses 4,043,685 5,438,391 6,050,055
TOTAL 4,402,883 11,121,908 21678 905
3,12 : CURRENT PROVISIONS:
Provision far anticipated sales returns {Refer Note 3.30) 1,188,480 901,745 1,611,831
'"""“-“ X TOTAL 1,188 480 901,745 1,611,831
’ 4 1ﬁ o CURRENT LIABILITIES:
] Lg)?s tu authorities 320 - 12,430
" K( /‘} Nt 320 : 12430



THEPHARMANETWORK, LLC

NOTE -3 NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)

For the Year For the Year
rticul ended ended
Farticulars 31 March 2017 | 31 March 2016
usp UsD
3.14 : REVENUE FROM OPERATIONS:
Sale of producis 156,342,370 136,036,494
186342370 | 139,036.45
3.16: OTHER INCOME:
Interest on bank deposils 2,159 -
Other interest 45,646 499
47:&05 499
3.16 : CHANGES IN INVENTORIES OF FINISHED GOODS,
WORK-IN-PROGRESS AND STOCK-IN-TRADE:
Opening Stock:
Stock-in-trade 26,966,317 14,357,704
Work-in-prograss 2,175,890 -
29,142,207 14,367,704
Less: Closing stock:
Stock-in-trade 40,317,108 26,968,317
Work-in-progress - 2,175,890
40,317,108 29,142,207
{11,174,901) (14,784,50_3;
3.17 : EMPLOYEE BENEFITS EXPENSE:
Salaries, wages and bonus 2,954,354 3,724,754
Contribution to funds (Refer Note 3.27) 186,327 121,383
Employees’ welfare exp 1,094,104 500,303
4,204,785 4,346 450
3.18 : FINANCE COST:
interest on borrowings 762,687 438,340
Other borrowing cost* 122,716 331,332
88&_273 769672
“Includes guarantee commission on financiat guarantes from its Ultimate Holding company on loans availed
from banks
3.19 : OTHER EXPENSES:
Rent {Refer Note 3.28) 332,681 169,935
Insurance 484,624 462,680
Marketing and promotions 435,550 426,011
Selling and distribution expenses 4,621,637 2,967,258
Legat and professional Fees 2,182,128 2,041,291
Commission on sales 830,000 842,708
Travelling and conveyance 549,416 608,871
Repairs:
- Others 431,409 416,418
Research and Devsiopment expenses 335,046 135,079
Communication and printing expenses 93,253 72,006
Bad Debts/Advances written off 155,525 226,231
Rovyalty Expenses §,371,780 5,449,553
Miscellaneous expenses 367,727 900,679
16&90,793 14,718,719
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THEPHARMANETWORK, LLC
NOTE - 3: NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS {Continued)

3.20 Information on related party transactions as required by Indian Accounting Standard 24 (Ind AS 24) on related party
disclosures for the year ended 31 March 2017.

A. List of related parties and their relationship

Name of Related Party Principal Place

of Business
A [Company whose control exists
Alkem Laboratories Limited ("Ultimate Holding India
Company")
S & B Holdings B.V. {"Holding Company") Netherlands

B |Fellow Subsidiaries
Ascend Laboratories SpA Chile

United States of
S & B Pharma Inc. America
C |Key Managerial Personnel ("KMP")
Mr. Sandeep Singh Director
Mr. Amit Ghare Director
Mr. B.N. Singh Director
Mr. Srinivas Singh Director
Mr.S.Venkatesh (w.e.f 6 September 2016) Director
Mr.John Dilaway (w.e.f 6 September 2016) Director

All the related party transactions were made in the normal course of business and on terms equivalent to those that prevail
in an arm's length transactions.

Eo
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THEPHARMANETWORK, LLC
NOTE - 3: NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS {Continued)
3.20 Information on related party transactions as required by Indian Accounting Standard 24 (Ind AS 24) on related party disclosures for the

year ended 31 March 2017,

Significant Related party transaction

Year ended Year ended
:; Transactions f;;i"ﬁﬂ Party) 34 March 2017 | 31 March 2016
' {(UsD) (USD)
1 | Loan given to
S & B Pharma Inc. Fellow Subsidiary 6,000,000 -
Ascend Laboratories SpA Fellow Subsidiary - 350,000
2 | Loan repaid by
Ascend Laboratories SpA Fellow Subsidiary 350,000 -
3 | Purchase of stock in trade
Alkem Laboratories Limited Ultimate Holidng 82,230,405 61,251,443
Company
4 | Reimbursement of Expenses by
Alkem Laboratories Limited Uitimate Holidng 2,673,851 1,773,465
Company
S & B Pharma Inc. Fellow Subsidiary 76,860 ~
5 | Interest on Loan given
S & B Pharma Inc. Feliow Subsidiary 39,871 -
Ascend Laboratories SpA Fellow Subsidiary 5,775 -
5 Guarantee Commission and Reimbursement of SBLC
Charges
Alkem Laboratories Limited Uttimate Holidng 402,687 .
Company
7 | Remunearation
Mr.S.Venkatesh KMP 525,000 -
Mr.John Dilaway KMP 400,000 -
8 | Bonds pledged against loan taken by Group
Alkem Laboratories Limited Ultimate Holidng 8,313,635 12,172,180
Company
Balance due from / to the related Parties as at 31 March 2017
. Ultimate Holding Fellow
s;' Particulars Holding Company Company Subsidiary Total
UsD UsD UshD USD
1__[Trade Payable 41,498,557 41,498,557
2 |Other Receivable 9,212,870 4,515,738 13,728,608
3 [Current loans 6,122,506 6,122,506
Balance due from / to the related Parties as at 31 March 2016
. Ultimate Holding Fellow
r\sk:' Particulars Holding Company Company Subsidiary Total
usbD uso ush UsD
1 __{Trade Payable - 25,017,561 - 25,017,561
2 |Other Receivable 7,090,866 1,841,886 8,832,752
3 {Current loans - - 350,000 350,000
Balance due from/ to the related Parties as at 1 April 2015
. Ultimate Holding Fellow
:(:' Particulars Holding Company Company Subsidiary Total
2 UsD USD USD USD
1 o - 16,416,025 - 15,416,025
2 |Other Récalyab(e ETRANETN - 68,421 - 68,421
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THEPHARMANETWORK, LL.C

NOTE - 3: NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
3.21 Financial instruments ~ Fair values and risk management

A. Accounting classification and fair values

Usb
As at 31 March 2017
Carrying amount Fair value
FVIPL EVIOCI  Amotised Cost Total Level 1 Level2 Level3 Total
Financial assets
Cash and cash equivalents - - 1,641,049 1,641,049 - - - -
Short-term loans - - 6,122,506 6,122,506 - - - -
Trade receivables and Other - - 52,527,894 52,527,894 - - - -
financial assets
- - 60,291,449 60,291,449 - - - -
Financial liabilities
Long term borrowings (Including - - 358,600 358,600 - - - -
current maturity of Long term
borrowings)
Trade payables - - 44 572,724 44,872,724 - - - -
Other financial liabilities - - 4,402,883 4,402,883 - - - -
L. - 49,334,207 49,334,207 - - - -
Usp
As at 31 March 2016
Carrving amount Fair v,
FVIPL __FVIOCI _ Amotised Cost Total Level 1 Level2 Levei3d Total |
Financial assets
Cash and cash equivalents - - 2,835,277 2,835,277 - - - -
Short-ferm loans - - 474,734 474,734 L. - - .
Trade receivables and Other - - 36,640,969 36,640,969 - - - -
financial assets
- - 39,950,980 39,850,980 - - “ -
Financial liabilities
Long term borrowings - - 5,828,473 5,828,473 - - - -
Trade payables - - 30,298,364 30,298,364 - - - -
Other financial liabilities - - 11,121,906 11,121,906 - - - -
- - 47,248,743 47,248,743 - - - -
Usp
As at 1 April 2015
Carrying amount Fair value
FVTPL. ___FVTOCI ___ Amotised Cost Total Level 1 Level2 Level3 Total |
Financial assets
Cash and cash equivalents - - 7,415,432 7,415,432 - - - -
Short-term loans - - 24,734 24734 - - - -
Trade receivables and Other - - 32,602,035 32,602,035 - - - -
financial assets
- - 40,042,201 40,042,201 - - - -
Financial liabilities
Long term borrowings - - 16,375,347 16,375,347 - - - -
Short term borrowings - - 2,600,000 2,600,000 - - - -
Trade payables B - 20,888,845 20,888,845 - - - -
Other financial liabilities - - 21,678,905 21,678,905 - - - -
» - 61,543,057 61,543,097 ~ - - -

The Group has exposure to the following risks arising from financial instruments:
» Credit risk ;

« Liquidity risk ; and

= Market risk

I. Risk management framework

The Company's Board of Directors ("Board") has overall responsibifity for the establishment and oversight of the Company's risk management
framework. The Board is responsible for developing and monitoring the Company’s risk management policies.

The Company's activities are exposed to financial risks. These risks include credit risk, liquidity risk and market risk. The Company's risk
management policies are established to identify and analyse the risks faced by the Company, to set appropriate risk limils and controls and to
monitor risks and | adherence to the limits. Risk management policies and systems are reviewed regularly to reflect changes in market conditions

and the Col ;ra”r?f}g qc’ti(\%itiés;g\he Company, through its training and management standards and procedures, aims to maintain a disciplined and
construct] /t?‘ y on@ﬁn\\'n which alf employees understand their roles and obligations.
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THEPHARMANETWORK, LLC
NOTE - 3: NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
3.21 Financial instruments ~ Fair values and risk management

il. Crodit risk
Credit risk is the risk of financial loss to the Group if a customer or counterparty to a financial instrument fafls to meet its contractual obligations,
and arises principally from the Group's receivables from customers,

The carrying amount of following financial assets represents the maximum credit exposure:

Trade receivables

Trade receivable of the Group are typically unsecured. Credit risk is managed through credit accrual and periodic monitoring of the
creditworthiness of customers to which Group grants credit terms In the normal course of business. The Group's expasure to credit risk is
influenced mainly by the individual characteristics of aach customer. However, management also considers the factors that may influence the
credit risk of its customer base, including the default risk of the industry and country in which customers operate.

The Group establishes an allowance for impairment that represents its estimate of expected losses in respect of trade receivables.

At 31 March 2017; 31 March 2016 and 1 April 2015, the entire exposure to credit risk for trade receivable is from country of domicile i.e. United
States of America.

At 31 March 2017 the Group had exposure to only one type of counter party i.e. wholesellers. Two customers represented approximately 70% of
gross trade receivable balance as on 31 March 2017,

Impairment

As per simplified approach the Group makes provision of expected credit losses on trade receivable using a provision matrix to mitigate the risk
of default payment and make appropriate provision at each reporting date wherever.

At 31 March 2017, the ageing of trade receivables that were not impaired was as follows.

usp
31 March 2017 31 March 2016 1 April 2015
Neither past due nor impaired 38,747,394 27,590,642 31,624,218
Past due 1180 days 25,958 117,575 909,366

Past due more than 180 days

38,773,352 27,708,217 32,533,614

Management belleves that the unimpaired amounts that are past due by more than 180 days are stilf collectible in full, based on historical
payment behaviour and extensive analysis of customer credit risk, including underlying customers’ credit ratings if they are available.

The movement in the allowance for impairment in respect of frade and other receivables during the year was as follows.

31 March 2017 31 March 2016
individual Collective individual Coliective
impairments _ impalrments| __impairments impaiments
Bafance as at beginning of the year 41,128 - 258,818 -
Impairment loss recognised 156,524 - 227,000 -
Amounts written off 160,474 - 444,690 -
Balance as at the end of the year 36,178 - 41,128 -

Loans to Felfow subsidiaries
The Group has an exposure of USD 61,122,506 as 31 March 2017 (USD 350,000 : 31 March 2016; USD Nit : 1 April 2015) for loans given to

feliow subsidiaries. Such loans are classified as financial asset measured at amortised cost.

The Group did not have any amounts that were past due but not impaired at 31 March 2017 , 31 March 2016 and 1 April 2015. The Group has no
collaterat in respect of these loans.

Other financial assets
Credit risk on cash and cash equivalents, deposits with banks is generatly fow as the said deposits have been made with the banks who have been assigned

-high credit rating by internationat and domestic credit rating agencies.
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THEPHARMANETWORK, LLC
NOTE - 3: NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
3.21 Financial instruments — Fair values and risk management

jii. Liquidity risk

Liquidity risk is the risk that the Group will encounter difficulty in meeting the obligations associated with its financia! liabilities
that are settled by delivering cash or another financial asset. The Group’s approach to managing liquidity is to ensure, as far as
possible, that it will have sufficient liquidity to meet its liabilities when they are due, under both normal and stressed conditions,

without incurring unacceptable losses or risking damage to the Group’s reputation.

Exposure to liquidity risk

The following are the remaining contractual maturities of financial liabilities at the reporting date. The amounts are gross and
undiscounted, and include estimated interest payments and exclude the impact of netting agreements.

Contractual cash flows UsD
31 March 2017 Carrying  gopa  2MONthSOF 5 45 months 1-2years 25 More than
amount less years 5years
Non-derivative financial liabilities
Trade payable 44,572,724 44,572,724 44,572,724 - - - -
Current maturity of long term debts 358,600 358,600 - 358,600 - - -
Other Current financial liabilities 4,044,283 4,044,283 4,044,283 - - - -
Contractual cash flows UsD
31 March 2016 Carrying Total 2 months or 212 months 1-2 years 2-5  More than
amount less years 5 years
Non-derivative financial liabilities
Borrowings 348,485 348,485 - - 348,485 - -
Trade payable 30,298,364 30,298,364 30,298,364 - - - -
Current maturity of long term debts 5,479,988 5,479,988 - 5,479,988 - - -
Other Current financial liabilities 5,641,918 5,641,818 5,641,918 - - - -
Contractual cash flows usb
1 April 2015 Cartying  yp0  2monthsor , 1o months 1-2years 20 More than
amount less years 5 years
Non-derivative financial liabilities
Borrowings 895,359 885,359 - - 895,359 - -
Working capital loans from banks 2,600,000 2,600,000 2,600,000 - - - -
Trade payable 20,888,845 20,888,845 20,888,845 - - - -
Current maturity of long term debts 15470988 15479988 15,479,988 - - -
Other Current financial liabilities 6,198,817 6,198,917 6,198,917 - - - -

iv. Market risk
Market risk refers to risk of fluctuation in fair values or future cash flows because of changes in market rates or prices. The

Group's exposure from market risk is primarily on account of interest rate risk.
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THEPHARMANETWORK, LLC

NOTE - 3: NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)

3.21 Financial instruments — Fair values and risk management

Interest rate risk

Interest rate risk can be either fair value interest rate risk or cash flow interest rate risk. Fair value interest
rate risk is the risk of changes in fair values of fixed interest bearing investments because of fluctuations in
the interest rates. Cash flow interest rate risk is the risk that the future cash flows of floating interest

bearing investments will fluctuate because of fluctuations in the interest rates.

Exposure to interest

/

Group’s interest rate risk arises from borrowings and fixed income securities. Fixed income securities
exposes the Group to fair value interest rate risk. The interest rate profile of the Group’s interest-bearing
financial instruments as reported to the management of the Group is as follows.

Carrying amount in USD

31 March 2017 | 31 March 2016 1 April 2015

Fixed-rate instruments
Financial assets 6,122,506 474,734 24,734
Financial liabilities 358,600 828,473 1,375,347

5,763,906 (353,739) (1,350,613)
Variable-rate
instruments
Financial liabilities - 5,000,000 17,600,000

- (5,000,000); (17,600,000)

Total 5,763,906 (5,353,739.0){ (18,950,613)

Fair value sensitivity analysis for fixed-rate instruments

The Group does not account for any fixed-rate financial assets or financial liabilities at fair value through
profit or loss. Therefore, a change in interest rates at the reporting date would not affect profit or loss.

A change of 100 basis points in interest rates would not have any material impact on the equity

Cash flow sensitivity analysis for variable-rate instruments

A change of 100 basis points in interest rates would not have any material impact on the equity
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THEPHARMANETWORK, LLC

NOTE - 3: NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)

3.22 Capital Management

The Group’s policy is to maintain a strong capital base so as to maintain investor, creditor and
market confidence and to sustain future development of the business. Management monitors the
return on capital as well as the leve! of dividends to ordinary shareholders.

The Group monitors capital using a ratio of ‘adjusted net debt’ to ‘adjusted equity’. For this purpose,
adjusted net debt is defined as total liabilities, comprising interest-bearing loans and borrowings and
obligations under finance leases, less cash and cash equivalents. Adjusted equity comprises all

components of equity.

The Group's adjusted net debt to equity ratio was as follows:

Total Borrowings (Including current portion of
Long term debts)

Less : Cash and cash equivalent
Adjusted Net debt

Total equity

Adjusted net debt to equity ratio
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As at As at As at|
31 March 2017| 31 March 2016 1 April 2015
358,600 5,828,473 18,975,347
1,641,049 2,835,277 7415432
(1,282,449) 2,993,196 11,559,915
54,442,992 35,798,610 15,400,031
(0.02) 0.08 0.75




THEPHARMANETWORK, LLC
NOTE - 3: NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)

Note 3.23 First- time adoption of Ind AS

I. First-time adoption of ind AS
The consolidated financial statements for the year ended 31 March 2017 have been prepared in accordance with Ind AS
as issued and effective as at 31 March 2017, The Group’s opening ind AS balance sheet was prepared as at 1 April
2015, the Group’s date of transition to Ind AS. In preparing the opening balance sheet, the Group has applied the
mandatory exceptions and certain optional exemptions from full retrospective application of Ind AS in accordance with
the guidance in Ind AS 101 ‘First Time Adoption of indian Accounting Standards'.

This note explains the principal adjustments made by the Group in restating its Previous GAAP financial statements to
Ind AS, in the opening balance sheet as at 1 April 2015 and in the financial statements as at and for the year ended 31
March 2016.

il Optional exemptions from retrospective application
Ind AS 101 allows first-time adopters certain exemptions from the retrospective application of certain requirements under
Ind AS. The Group has applied the following exemptions:

a) Business combinations
The Group has decided to take the exemption available for application of ind AS 103, Business Combinations, to all
business combinations that occurred prior to the date of transition to Ind AS i.e. before April 1, 2015. No additional assets
or liabilities, which were not recognised under Previous GAAP, are required to be now recognised on availing this
exemption. Further, there are no intangible assets acquired in any prior business combination which are reqtired to be
derecognized or intangible assets which were acquired but not recognised when applying Ind AS 38 as at the transition
date to Ind AS.

Ind AS 101 also requires that Indian GAAP carrying amount of goodwill must be used in the opening Ind AS balance
sheet (apart from adjustments for goodwill impairment and recognition or derecognition of intangible assets). In
accordance with Ind AS 101, the Group has tested goodwill for impairment at the date of transition to Ind AS. No goodwill
impairment was deemed necessary at 1 April 2015.

The Group has elected to measure all the items of PPE and intangible assets at its previous GAAP carrying values which
shall be the deemed cost as at the dale of transition. As per FAQs issued by Accounting Standards Board (ASB) by Ind
AS Transition Faciiitation Group of Ind AS (IFRS) Implementation Committee of ICAl, deemed cost, is the amount used
as a surrogate for the cost or depreciated cost and for the purpose of subsequent depreciation or amortisation, deemed
cost becomes the cost as the starting point. Information regarding gross block of assets, accumulated depreciation and
provision for impairment under Previous GAAP has been disclosed by way of a note forming part of the financial
statements.

b) Cumulative translation difference for foreign operations
The Group has elected to use exemption from recognising and accumulating cumulative transiation differences of its
foreign operations in a separate component of equity on the date of transition. Hence, the cumulative translation
differences for all the foreign operations are deemed to be zero at the date of the transition to Ind AS.

The remaining voluntary exemptions as per Ind AS 101 - First time adoption either do not apply or are not relevant to the
Group




THEPHARMANETWORK, LLC
NOTE - 3: NOTES TO CONSOLIDATED FINANGIAL STATEMENTS FOR THE YEAR ENDED 31 MARCH 2017 {Continue-

Note 3.24 First- time adoption of ind AS (Continued)

Hil. Mandatory exemptions from retrospective application
The mandatory exceptions either do not apply or are not relevant to the Group.
i. Estimates

On assessment of the estimates made under the Previous GAAP financial statements, the Group has concluded that
there is no necessity to revise the estimates under Ind AS, as there is no objective evidence of an error in those
estimates. However, estimates that were required under Ind AS but not required under Previous GAAP are made by the
Group for the relevant reporting dates reflecting conditions existing as at that date.

il. Classification and measurement of financial assets

The classification of financial assets to be measured at amortised cost or fair value through other comprehensive income
is made on the basis of the facts and circumstances that existed on the date of transition to Ind AS.

IV Transition to ind AS - Reconciliations
The following reconciliations provide the expianations and quantification of the differences arising from the transition from
Previous GAAP to ind AS in accordance with ind AS 101;
i. Reconciliation of equity as at 1 April 2015
il. Reconciliation of equity as at 31 March 2016
iii. Reconciliation of Statement of Profit and Loss for the year ended 31 March 2016
iv. Adjustments to Statement of Cash Flows for the year ended 31 March 2016
Previous GAAP figures have been reclassified/regrouped wherever necessary to conform with financial statements

prepared under Ind AS.




THEPHARMANETWORK, LLC
NOTE - 3: NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)

Note 3.23 First- time adoption of Ind AS (Continued)
IV. Reconciliations under Ind AS 101

(i) Reconciliation of Equity as at 1 April 2015

Not UsD
Particulars R°e f As at 1 April 2015
" | Previous GAAP | Adjustments IND AS
ASSETS
(1) Non-Current Assets
(a) |Property, Plant and Equipment 145,693 - 145,693
(b} |Other Intangible assets 3,445,223 - 3,445,223
(2) Current Assets
(a) |inventories 18,984,063 - 18,984,063
{(b) |Financial Assets
i) |Trade receivables 32,602,035 - 32,602,035
iy {Cash and cash equivalents 7,415,432 - 7,415,432
iii) |Loans 24,734 24,734
(c) |Other current assets (a) 172,226 297,995 470,221
62,789,406 297,995 63,087,401
EQUITY AND LIABILITIES
Equity
(a) |Equity Share Capital 9,561,556 - 9,561,556
(b) |Other Equity 5,540,480 297,995 5,838,475
LIABILITIES
nH Non-current Liabilities
(a) |Financial liabilities
i) |Borrowings 895,359 - 895,359
{2) Current Liabilities
' (a) |[Financial liabilities
i) |Borrowings 2,600,000 2,600,000
iiy |Trade payables 20,888,845 - 20,888,845
iii) |Other financial liabilities 21,678,905 - 21,678,905
(b) |Provisions 1,611,831 1,611,831
(c) |Other current liabilities 12,430 12,430
Total equity and liabilities 62,789,406 297,995 63,087,401
Notes:-

a) Fair valuation of financial guarantee contract
The Group has taken guarantees for loans availed from its Ultimate Holding Company. These financial

guarantees have been measured at fair value on the date of initial recognition with corresponding
amount being recognised as prepaid guarantee commission. The same has been amortised over the
term of the guarantee on a straight hne basis. As a result an amount of USD 297,995 has been




THEPHARMANETWORK, LLC
NOTE - 3: NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS {Continued)
Note 3.23 First- time adoption of ind AS (Continued)
V. Reconciliations under Ind AS 10t

(ii) Reconciliation of Equity as at 31 March 2016
There are no material differences between the Equity as on 31 March 2016 presented under ind AS and

previous GAAP
(iii} Reconciliation of profit or loss for the year ended 31 March 2016 usp
Particulars Notes | Previous GAAP| Adjustments IND AS
I |Revenue from Operations 139,036,494 - 138,036,494
I {Other Income ‘ 499 - 499
i Total Income (i+1l) 139,036,993 - 139,036,993
IV {EXPENSES
Purchase of stock in trade 113,260,767 - 113,260,767
Changes in inventories of finished goods, work-in
progress and stock-in-trade (14,784,503) ) (14,784,503)
Employee Benefits Expenses 4,346,450 - 4,346,450
Finance Cost (@) 471,677 297,995 769,672
Depreciation and Amortization Expenses 327,309 - 327,309
Other expenses 14,718,719 - 14,718,719
Total Expenses (IV) 118,340,419 297,995 118,638,414
V [{Loss)/Profit before tax (lll-IV) 20,696,574 {297,995) 20,398,579
VI {Tax expenses
Current tax - - -
Deferred tax
Vil |Profit/(Loss) for the year (V-V]) 20,696,574 (297,995) 20,398,579
VIiljOther Comprehensive Income
(i) Items that will be reclassified to profit or
loss B . )
Total Other Comprehensive Income {Vill) - - -
Total Comprehensive Income for the period
IX [{ViI+VH]) (Comprising profit/ {Loss) and Other
Comprehensive Income for the period) 20,696,574 (297,995) 20,398,579

Notes:- v
a) Amortisation of unearned guarantee commission

{iv) Adjustments to Statement of Cash Flows for the year ended 31 March 2016

The Group has recognised guarantee commission on financial guarantee from its Ultimate Holding company

on loans availed from banks. This has resulted in an increase of finance cost by USD 297,995,

v
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THEPHARMANETWORK, LLC
NOTE - 3: NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)

3.24 Seqgment Reporting

An Operating Segment is a component of the Group that engages in business activities from which it
may earn revenues and incur expenses, including revenues and expenses that relate to transaction
with any of the Group's other components, and for which discrete financial information is available.

The Group is exclusively engaged in pharmaceutical business. As the Group has a single reportable
segment, the segment wise disclosure requirements of ind AS 108 on Operating Segment is not
applicable.

Entity-wide disclosures

The geographical information analyses the group's revenues and non-current assets by the company's
country of domicile (i.e. United States of America ("USA") and other countries. In presenting the
geographical information, segment revenue has been based on the geographical location of
customers,

The Group derives external revenue only from its country of domicile i.e. United States of America

The Group have external revenue from three customer which exceeded 10% of total revenue which
accounts for 80.6% and 72.1% for the year ended 31 March 2017 and 31 March 2016 respectively.

3.25 Impairment testing for cash generating unit {CGU) containing goodwill
Goodwill was assigned on the purchase of Medical Speciality Consultants, LLC for a total of USD
857,098. Contingency payments have been valued based upon the revenues and cash flows from this
activity which have remained fairly consistent since the acquisition.

We evaluated goodwill for impairement using cash flow projections for next five years and have
determined the value of those cash flows to be in excess of the current carrying value of goodwill. As
revenues are forecasted to continue, the Group concluded that a positive assertion can be made from
the qualitative assessment that it is not more likely than not that the fair value of the reporting unit is
less that its carrying amount.

These assumptions are reviewed annually as part of management's budgeting and strategic planning
cycles. These estimates may differ from actual results. The values assigned to each of the key
assumptions reflect the Management's past experience as their assessment of future trends, and are
consistent with external / internal sources of information.

Based on the above assumptions and analysis, no impairment was identified for above goodwill as at
31 March 2017, 31 March 2016 and 1 April 2015 as the recoverable value of the goodwill exceeded the
carrying value.

The Group has also performed sensitivity analysis calculations on the projections used and discount
rate applied. The Directors have concluded that, given the significant headroom that exists, and the
results of the sensitivity analysis performed, there is no significant risk that reasonable changes in any
key assumptions would cause the carrying value of goodwill to exceed its value in use.




THEPHARMANETWORK, LLG
NOTE - 3: NOTES TO THE CONSOLIDATED FINANGIAL STATEMENTS (Continued)

3.26

Contingent Liabilities and Commitments
a) Contingent Liabilities
Group has no contingent fliability as on 31 March 2017, 31 March 2016, 1 April 2015

b) Commitments
As at As at As at
Sr.No. [Particulars 31 March 2017 | 31 March 2016 1 April 2015
usb Uspb usD
Eslimated amount of contracts remaining to be executed
1 jon Capital Accounts 1,100,000 - -
3.27 Disciosure of Employee Benefits
The Company has maintained a 401(k) Safe Harbor Profit Sharing Plan (“Plan”) to provide retirement and incidental benefits for
its eligible employees. Employees may condribute from 1% to 15% of their annual compensation to the Plan, limited to a maximum
annual amount as set periodically by the Internal Revenue Service. The Company contributes 100% of each dolar of elective
contributions each eligible participant makes each plan year, up to the limit of 4% of gross pay. All safe harbor contributions vest
immediately. In addition, the Plan provides for discretionary contributions as determined by the board of directors. Such
contributions to the Plan are allocated among eligible participants in the proportion of their salaries to the total salaries of all
participants. Discretionary contributions are fully vested after six years of employment. The Pian requires that the contribution be
placed in a trust fund in accordance with the Group Annuity Contract between the trustee, Chase Manhattan Bank, N.A. and the
Equitable Life Assurance.
As at As at
Particulars 31 March 2017 | 31 March 2016
usp Uspb
- Contribution to 401 (k) Safe Harbor Plan ("Plan™) 156,327 121,393
3.28 The Group has entered into non - cancellable operating lease agreements for premises/car/Computers. Rent expenses
debited to the Statement of Profit and Loss is as below:
Operating Lease
As at As at
Particulars 31 March 2017 | 31 March 2016
UspD uspD
Rent expense 332,681 189,935
Total 332,681 169,935
The future minimum lease payments in respect of the non cancellable lease agreements as on the year end is as below:
Finance Lease Disclosure
The Group has future obligations under finance lease for procurement of intangible assets which are payable as follows:
The future minimum lease payments in respect of the Capital Lease as on the year end is as below:
Year ended | Year ended
Particulars 31 March 2017 {31 March 2016
UsD usp
Not later than one year 358,600 479,988
Later than one year but not later than five years - 358,600
Later than five years - -
3.29  Earnings per unit {EPU)

- Year ended | Year ended
Particulars 31 March, 2017 |31 March, 2016
Profit /(loss) after tax attributable to members ) usbD A 18,644,382 20,398,579
;/ZZLghted average number of units outstanding during the Nos. B 66,501,766 66,501,766
Basic and diluted earnings per unit Ush (A7B) 0.28 0.31
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THEPHARMANETWORK, LLC
NOTE - 3: NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)

3.30 Disclosure As per Indian Accounting Standard (Ind AS 37) for provisions is as under:

Provision for anticipated sales return,chargebacks and rebates: usb
As at As at
Particulars 31 March 2017 | 31 March 2016
Carrying amount at the beginning of the year 901,745 1,611,831
Add: Provision made during the year * 3,768,986 1,658,788
Less: Amount used/utilized during the year {3,482,251) (2,268,874)
Carrying amount at the end of the year 1,188,480 901,745

3.31 Recent accounting pronouncements

In March 2017, the Ministry of Corporate Affairs issued the Companies (indian Accounting Standards) (Amendments) Rules,
2017, notifying amendments o ind AS 7, 'Statement of Cash Flows'. These amendments are in accordance with the recent
amendments made by International Accounting Standards Board (IASB) to IAS 7, ‘Statement of Cash Flows'. The amendments

are applicable to the Group from 1 April 2017.

The amendment to Ind AS 7 requires the entities to provide disclosures that enable users of financial statements to evaluate
changes in liabilities arising from financing activities, including both changes arising from cash flows and non-cash changes,
suggesting inclusion of a reconciliation between the apening and closing balances in the balance sheet for liabilities arising from

financing activities, to meet the disclosure requirement,

The Group is evaluating the requirements of the amendment and the effect on the financial statements is being evaluated.

The accompanying notes are an integral part of these financial statements

As per our report of even date attached,
ForBSR&Co.LLP

Chartered Accountants

Firm's Registration No. 101248W/W-100022

For and on behalf of the
Board of Director of ThePharmaNetwork, LLC.

Sadashiv Shetty
Partner

Membership No. 048648
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