BSR&Co.LLP

Chartered Accountants

5th Fioor, 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 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 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 2018, the Consolidated Statement of Profit and Loss (including Other Comprehensive
Income), the Consolidated Statement of Changes in Equity and the Consolidated Statement of Cash
Flows for the year then ended, and a summary of significant accounting policies and other
explanatory information (hereinafter referred to as “the consolidated 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
III 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 Financial Statements

The Ultimate Holding Company and the TPN Group’s management are responsible for the
preparation of these consolidated financial statements that gives a true and fair view of the
consolidated state of affairs, consolidated profit and other comprehensive income, consolidated
changes in equity and consolidated cash flows of the TPN Group in accordance with the accounting
policies followed by the Ultimate Holding Company — Alkem Laboratories Limited, in preparing its
consolidated 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 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 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 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 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 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 financial statements.

Opinion

In our opinion, and to the best of our information and according to the explanations given to us, the
aforesaid consolidated 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 2018 and its
consolidated profits (including other comprehensive income), the consolidated changes in equity and
consolidated cash flows for the year ended on that date.

Other Matter

Without modifying our opinion, we draw attention to Note 1B — 1.1 to these Consolidated 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.

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

==~

Sadashiv Shetty
Mumbai Partner
Date: 22 May 2018 Membership No:048648



ThePharmaNetwork, LLC

Consolidated Financial Statements
Consolidated Balance Sheet as ar 31 March 2018

Particulars

I. ASSETS

1 Non-current assets
() Property, plant and equipment
(b) Capital work in progress
() Other Intangible assets
Total non-current assets

2 Current assefs
(a) Inventories
(b) Financial Assefs
(i) Trade receivables
(ii) Cash and cash equivalents
(iii) Loans
(iv) Other current financial assets
(c) Other current assets
Total current assets

TOTAL ASSETS

II. EQUITY AND LIABILITIES
1 Equity
(8) Member's Capital
(b Other Equity
Total Equity

2 Current liabilities
(¢9) Financial Liabilities
(i) Bomowings
(ii) Trade payables
(iii) Other financial liabilities
(b) Provisions
(c) Other Current Liabilities
Total current liabilities

TOTAL EQUITY AND LIABILITIES

Siguificant Accounting Policies

Notes to the consolidated financial statements
The accompanying notes are an integral part of these financial statements

As per our report of even date aftached.

ForBSR & Co. LLP
Chartered Accountants
Firny's Registration No: 101248W/W-100022

SEI

Sadashiv Shetty
Parier
Membership No: 048648

Mumbai
22 May 2018

Nofte No, As at Asat
31 March 2018 31 March 2017
USD UsD
3.1 3,55,574 1,93,191
3.] - 2,15,356
31 32,91,053 29,03,248
36,46,627 38,11,795
3.2 5,27,69,025 4,03,17,108
33 7,64,11,636 3,87,73,352
34 61,23,632 16,41,049
Sh) - 61,22,506
3.6 1,49,46,070 1,37,54,543
37 6,64,164 1,87,046
15,09,14,527 10,07,95,604
15,45,61,154 10,46,07,399
3.8 95,61,556 95,61,556
. 5,76,83,322 4,48,81 436
6,72,44.878 5,44,42,992
3.9 1,90,00,000 -
3.10 6,37,98,290 4,45,72,724
311 34,87,607 44,02,883
312 10,30,379 11,88,480
3.13 - 320
8,73,16,276 5,01,64,407
15,45,61,154 10,46,07,39%
1B
3

For snd on behalf of the Board of Directors of

S Venkatesh
Director

Parsippany, New Jersey, USA
22 May 2018

ThePharmaNetwork, LLC

- i
ohn Dilaway

Direetor



ThePharmaNetwork, LLC

Consolidated Financial Statements
Statement of Profif and Loss for the year ended 31st March 2018

Particulars

1 Income

@
(b)

Revenue from Operations
QOther Income
Total Income

2 Expenses

®
®

©
@
©
®

Purchases of Stock-in-Trade

Changes in inventories of finished goods, Stock-in-trade and work-
in-propress

Employee benefits expense

Finance Costs

Depreciation and amortisation expense

Other expenses

Total Expenses

3 Profit before tax (1) - (2)

4 Tax expenses (refer note 1.18)

5 Profit for the year (3) - (4)

6 Total Comprehensive Income for the year (5) + (6)

7 Basic and diluted earnings per unit

Significant Accounting Policies
Notes to the consolidated financial statements
The accompanying notes are an integral part of these financial statcments

As per our report of even date attached.

ForB SR & Co. LLP
Chartered Accountants
Firm's Registration No: 101248W/W-100022

Sadashiy Shetty

Partner

Membership No: 048648

‘Mumbsai

22 Mey 2018

Note No. For the Year ended For the Year

31 March 2018 ended

31 March 2017

UsD UsD
314 18,84,35,310 15,63,42,370
3.15 - 47,805
18,84,35,310 15,63,90,175
15,82,03,489 12,74,28,703

316 (58,01,679) (1,11,74,901)
3.47 59,82,742 42,04,785
3.18 4,97,574 8,85273
3.1 4,717,692 3,11,140
312 1,62,73,607 1,60,90,793
17,56,33,423 13,77,45,793

1,28,01,887 1,86,44,382

335B - -

1,28,01,887 1,86,44,382

1,28,01,887 1,86,44,382

323 0.19 0.28

1B
3

For and on behalf of the Board of Directors of
ThePharmaNetwork, LLC

S Venkatesh
Diréctoy

Parsippany, New Jersey, USA

22 May 2018

DM

John Dilaway
Director



ThePharmaNetwork, LLC

C lidated Fi T "

Consolidated Statement of Changes in Equity for the period ended 31 March 2018

USD

(a) Member's capital

As gt 31 March 2018 As at 31 March 2017
Particalars No, of Shares Amount  No. of Shares Amount
Balance at the beginning of the reporting period 6,65,01,766 95,61,556 6,65,01,766 95,61,556
Changes in equity share capital during the year - - - -
Balance at the end of the reporting period Giﬁstﬂli'}'ﬂﬁ BSIGIISSG 6]6S|0 li?’ﬁﬁ 95 GIISSE
(b)  Other Equity
UsD

Particulars Retained Total other
Balance as at 1 April 2016 2,62,37,054 2,62,37,054
Tofal Comprebensive income for the year ended 31 March 2017

Profit for the year 1,86,44 382 1,86,44,382
Other Comprelensive Income - -
Balance at 31 March 2017 4,48,81,436 4,48,81,436
Total Comprehensive income for the year ended 31 March 2018

Profit for the year ended 31 March 2018 1,28,01,887 1,28,01,887
Other Comprehensive Income - y
Balance as at 31 March 2018 5,76,83,323 5,76,83,323

The Description of the nature and purpose of each reserve within equity as follows:
Retained Earnings: Retained earnings are the profits that the company has earned till date, less any transfers to statutory reserve, dividends

1

or other distrit paid to 3

The accompanying notes are an integral part of theye financial statements
As per our report of even date attached,

ForBSR & Ce. LLP
Chartered Accountants
Firm's Registration No: 101248W/W-100022

S

Sadashiv Shetty
Partner
Membership No: 048648

Muriabai
22 May 2018

)

S Venkatesh
Director

Parsippany, New Jersey, USA.

22 May 2018

For and on behalf of the Board of Directors of ThePharmaNetwork,

/

LLC

n Dilaway
Director



ThePharmaNetwork, LLC

Consolidated Financial Statements

Consolidated Statement of Cash Flow for the year ended 31 March 2018

Particulars

A, Cash Flow from Operating activities
Profit before Tax

Adjustments for :

Depreciation

Interest expense

Operating Profit before Working Capital Changes

Adjustments for :

(Increase) in Inventories

(Increase) in Trade receivables

Decrease / (Increase) in Other current assets
Increase in Trade Payables

(Decrease) in Other Current Liabilities
(Decrease) / Increase in Provisions

Cash (used in) / Generated from Operations

Less: Income taxes pai¢

Net cash (used in) /generated from operating activitics
B. Cash Flow from Investing activities

Purchase of property, plant and equipment

Net cash (used in) Investing activities

C. Cash Flow from Financing activitics

Proceeds from / (repayment of) long ierm borrowings
Proceeds from current borrowings

Interest paid

Net cash gencrated from / (used in) Financing activities
Net Increase/(decrease) in cash and cash equivalents
Cash and cash equivalents at the beginning of the year

Cash and cash equivalents at the end of the year

Notes :

Year ended Year ended
31 March 2018 31 March 2017
UsD UsD
1,28,01,887 1,86,44,382
4,77,692 3,11,140
4,97,574 8,85,273
1,37,77,153 1,98,40,795
(1,24,51,917) (52,41,361)
(3,76,38,284) (26,84,128)
44,53,861 (1,98,86,138)
1,92,25,566 1,42,74,360
(9,15,597) (65,91,137)
(1,58,101) 11,88,480
(1,37,07,319) 9,00,871
41!37!07g19! 9!00.871
(3,12,524) (8,61,341)
(3,12,524) (8,61,341)
& (3,48 485)
1,90,00,000 =
(4,97,574) (8.85,273)
1,85,02,426 (12,33,758)
«,széﬁ” (11,94,228
16,41,049 28,35,277
61,23,632 16,41,049

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

"Statement of Cash Flows"

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

3. The amendment to Ind AS 7 Cash flow siatements requires the entities to provide disclosures that enable users of financial statements to
evaluate changes in liabilities ansing from financing activities, including bath changes arising from cash flows and non-cash changes, suggesting
inclusion of a reconciliation between the opening and closing balances in the balance sheet for liabilities arising from finaricing activities, to meet
the disclosure requirement. This amendment has become effective from 1 April 2017 and the required disclosure is made below: There is no

other impact on the financial statement due to this amendment.




ThePharmaNetwork, LL.C

Consolidated Financial Statements (Contirited)
Consolidated Statement of Cash Flow for the year ended 31 March 2018

USD
Farticulars Non current Current
borrowings borrowings
(including current
maturity of long
Asat] Apnil 2016 3,48,485 -
Cash flows (net) (3,48,485) -
Asat 31 March 2017 ~ .
Cash flows (net) - 1,90,00,000
Asat 31 March 2018 - 1,90,00,000
As per ourrepart of evén date attached.
ForBS R & Co. LLP For and on behalf of the Board of Directors of
ThePharmaNétwork, LLC

Chartered Acconntants
Firm's Régistration No: 101248W/W-100022

N= o vy : 0
Sadashiv Shetty s K g:?::u:;y

Partner Director Direcior
Membership No: 048648

Mumbai Parsippany, New Jersey, USA
22 May 2018 22 May 2018



ThePharmaNetwork, LL.C

Notes to the Consolidated Financial Statements
Jor the year ended 315t March 2018

1A Geaneral Information

1B

11

ThePharmaNetwork, LLC (the “Company”) is engaged in development, marketing, licensing of generic pharmaceuticals and active
pharmaceutical ingredients (API). The Company’s product line has grown to approximately twenty different products sold in various
strengths and sizes thCh are sold 10 major drug wholesalers, drug chains, mass merchandisers, supermarket pharmacies and managed care
companies in the United States. These consolidated financial stalements comprise the Company and its subsidiary (collectively the ‘Group’
and individually 'Group Company’).

Significant Accounting Policies:
Basis of preparation of Financial Statements:
) Statement of compliance

The consolidated financial statements of the Group as at and for the year ended 31 March 2018 have been prepared in accordance with the
Group accounting policies as adopted by its Ultimate Holding Company, Alkem Laboratories Limiited (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 Nationel
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, to the extent applicable.

These consolidated financial statements are “special purpose financial statements/financial information” and do not constitute a sét of
statutory fi ial in accord; 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.

The cousolidated financial statements are prepared in United States Dollar ("USD") except for unit data, per unit data and all the amounts
have been rounded off to the nearest USD unless otherwise stated,

b) Basis of preparation and presentation

The preparation of fu in accord: 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 policies. The arcas involving a hxgher depres of
judgment or complexity, or areas where assumptions and estimates are significant to the financial ts 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 estimatcs are recognised in the period in which the estimate is revised if the revision affecis only that period or in the period of
the revision and futiire periods if the revision affects both current and future periods.

The Group presents assets and liabilities in Balance Sheet based on current/non-current classification.
An asset is classified as current when it is:

) Expected to be realised or intended to 50ld or consumed in normal operating cycle,

b) Held primarily for the puipose of trading,

<) Expected to be realised within twelve months after the reporting period, or
d) Cash or cash equivalent unless restricted from being exchanged o used to settle a liability for at least twelve months afier the reporting

period.

All other assets are classified as non-current

A limbility is classified as current when:

a) it is expected to he settled in normal operating cycle,

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

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

d) there is no unconditional right to defer the settlement of the liability for at least twelve months after the reporting period

The Group classifies all other liabilities as non-current

¢) Basis of measurement

These consolidated financial statements are prepared under historical cost convention unless otherwise indicated.




The Pharma Network, LLC

Notes to the Consolidated Financial Statements (Continued)
for the year ended 31st March 2018

1B

11

1.2

Significant Accounting Policics: (Continued)

Basis of preparation of Financial Sta ts: (Continued)

d) Functional and Presentation Currency

These consolidated Ind AS financial siatements 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.

Bagis of consolidation

The consolidated financial statements incorporate the financial statements of the Company and the entilies it controls, both unilaterally and
jointly.

(3) Accounting for Subsidiaries

A subsidiary is an entity over which the Group has control. Control is achieved when the Group is exposed to, or has rights to, variable
returns from its involvement with the entity and has the abilify to affect those returns through its power over the entity.

The financial statements of subsidiaries are included in the consolidated financial statement from the date on which control commences
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
similar circumsfances, The accounting policies adopted in the preparation of financial statements ere consistent with those of previous
year. The financial stat of the Company and its subsidiaries have been bined on a line-by-line basis by adding together the book
values of like items of assets, liabilities, income and expenses, after eliminaling intra-group balances, intra-group {ransactions and
profits/losses, unless cost/revenue cannot be recovered.

The defails of the subsidiary consolidated is as below:

[Name of Subsidiaries Principal place of % of Shartholding and voting power|
Business AsatMarch31  Asaf March 31
2018 2017
Ascend Laboratories, LLC Uniled Stated of 100% 100%
America

(b) Trapsaction eliminated on consolidation

Intra-group bal and fn tions, and any lised income and expenses arising from inira-group transactions, are eliminated.
Unrealised gains erising from transactions with equity accounted investees are climinated painst the inv to the extent of the
Group's interest in the investee, Unrealised Josses are eliminated in the same way as unrealised pains, but only ta the extent that there is no
evidence of impairmeant,

(c ) Business Combination

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 gencrally measured at fair value as at the date the
control is acquired (acquisition date), as are the net identifiablé assets acquired. Any goodwill that arises is tested annually for impairment.
Transaction costs are expensed as incurred, except to the extent related to the issue of debt or equity securities

The consideration transferred does riot include amounts related to the settlement of pre-existing relationships with the acquiree. Such
amounts are generally recognised in profit or loss,

Any conti coosideration is d at fair value at the date of acquisition. If an obligetion 1o pay contingent consideration that meets
the definition of a financial instrument is classified as equity, ther it is not remeasured subsequently and settlement is accounted for within
equity. Other contingent consideration is ed at fair value at each reporting date and changes in the fair value of the contingent

consideration are recognised in profit or loss,

Business combination between entities under comnton control is accounted using pooling of interest method of accounting. Under pooling
of interest methad of accounting, none of the assets or libilities are restated to their fair velues. Instead, the acquirer incorporates carrying
values from the date on which the business combination between entities under common control oceurred



The Pharma Network, LLC

Notes to the Consolidated Financial Statements (Continued)
Jor the year ended 315t March 2018

1B Significant Accounting Policies: (Continued)

1.3

14

Property, plant and equipment
i) Recognition and Mcasurement

8) Items of Property; plant and equipment are carried at cost less accumulated depreciation and impairment losses, if any. The cost of an
item of Property, plant and equipment comprises its purchase price, including import duties and other nan refundable taxes or levies and
any directly attributable 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 includes interest on borrowings attributable to acquisifion of qualifying fixed
assets up to the date the asset is ready for its intended use incurred up to that date,

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

Tidatad <tat

¢) Any gain or loss on disposel of en item of property plant and equipment is recognised in conso t of profit and loss,

d) Cost of Items 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 sheet dafe are disclosed as
Capital Advance under other non-curent assets.

1i) Subsequent expenditure

Subsequent expenditure relating to the property, plant and equipment (PPE) is capitalised only if such expenditure results in an increase in
the future benefits from such asset beyond its previously assessed siandard of performence,

iii) Depreciation and amortisation:

PPE are stated at cost less accumnulated depreciation, Depreciation and amortisation is computed using the straight-line basis over the
useful lives of the assets. Maintenance, repairs, and rencwals that neither materally 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.

Tengible Asgets Useful Life
Leaschold improvements 7 -39 years
Plant and Machinery §-7Years
Fumiture and Fixtures Syeanm
Vehicles 5 Years
Office Equipments S Years
Intangible Assets:

I Recognition and measurement

Research and development Expenditure on research activities is recognised in profit or loss as incurred.
Devel iture is capitalised only if the expenditure can be d reliably, the praduct or process is technically

and commercislly feasible, future sconomic benefits are prabable and the Graup intends to and has sufficicnt tesotitens to
complete development and to use or sell the asset. Otherwise, it is recognised in profit or lass as incurred. Subsequent to

initial i P pendi is d at cost less lated isation end ary Lated
impairment losses,

Othes intangible assets Other i ible assats, such as P f and trd ks and patents, that are acquired by the Group and have finite
useful Jives are ured af cost less lated isation end any lated impai losses,

(Goodwill Goodwill is initially récognised bascd on the accounting palicy for business cormbinations fefer nofe 1.2 (c)). These assels

are not amoriised but are tested for impairment annually,

1. Subsequent expenditure

Subsequent expenditure is capitalised only when it increases the future economic benefits embodied in the specific asset to which it relates
All other expenditure, including expenditure on intemnally generated goodwill and brands, is recognised in profit or loss as incurred.

& )



The Pharma Network, LLC

Notes to the Cansolidated Financial Statements (Continued)
Jor the year ended 31st March 2018

1B Significant Accounting Policies: (Continued)

14

1.6

L7

Intangible Assets: (Continued)

. Amortisation

The Group amortizes intangible assets with finite lives over their estimated uscful lives and reviews them for impeirment annually or
whenever impairment exists. The Group continually evaluates whether events or changes in cir ( mipht indicate that the
remaining estimated useful life of long-lived assets may warrant revision, or that the remainiog balance may not be recoverable, When
factors indicate that long-lived assets should be evaluated for possible impairment, the Company uses an estimate of the related
undiscounted cash flows in measuring whether the long-lived asset should be written down to fair value. Mk of the t of
impairment would be based on generally accepted valuation methodologies, as deemed apprapriate

The estimated useful lives for current and comparative periods are as follows:

Intangible Assets Useful Life 2
Computer Software 3 Years
Other Intangible sssets 15 Years

Impairment of gon-financial assets:

At each reporting date, the Group reviews the carrying amounts of its non-financial assets (other then inventories 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 assets with indefinite useful life are tested ammually for impairment. For impairment tesfing, assets are grouped together into the
smallest group of assets that generates cash inflows from continuing use that ere largely independent of the cash inflows of ather assets or
CGUs. The recaverable amount of an assef or CGU is the preater of its value in use and its fair value less costs to sell, Value in use is
bascd on the estimated future cash flows, discounted to their present value using 8 pre-tex discount rate that reflects 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 ds its recoverabl Impairment losses are recognised in profit or Ioss. An impairment loss is reversed only
to the extent that the asset’s carrying amount does not exceed the carrying amount that would have been determined, net of depreciation or
amortisation, if no impairment loss had been recognised.

Operating Leases/ Finance leasc:

Leases are clussified s finance leases whencver the terms of (he lease transfer substantially all the risks and rewards of ownership to the

Operating Lease: Lease rentals are charged or recognized in the Stat t 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 gencral inflation to p 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 lessor is included in the Balance Sheet as a
financé leasé obligation. Lease payments are apporfioned between finance charges and reduction of the lease obligation so as to achieve a
constant rate of interest on the remaining balance of the liability. Finance charges are charged fo the Stafement of Profit and Loss, unless
they are directly attributable to qualifying assets, in which case they are capitalised in accordance with the Group's policy on borrowing

Financial instruments

Recognition initial ement:

Trade receivables and debt secursities 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 financizl liability is initially measured at fair value plus, for an item oot at fair value through profit and loss (FVTEL),

transaction costs that arc directly attributable to its acquisition or issue.

Classification and subsequent measurement

Financial Assets

On initial recognition, a financial asset is classified as measured at

- amortised cost;

» FVOCI -debt investment;

* FVOCI -equity investment; or ’\1
«FVTPL /



The Pharma Network, LLC

Notes to the Consolidated Financial Statements (Continued)
for the year ended 315t March 2018

1B Significant Accounting Policies: (Continued)

1.7  Financial instruments (Continued)

Financial assets are not reclassified subsequent to their initial recognition, except if and in the period the Group changes its business model
for managing financial assets.

A financial assef is measured at amortised cost if it meets bath of the following conditions and is ot designated as at FVTPL:

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

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

A debt investment is measured at FVOCI if it racets both of the following conditions and is not designated as at FVTPL:

» the asset is held within a business model whose objective is achieved by both callecting contractual cash flows and selling financial
assets; and

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

Fanancial assets: Business model assessment

The Group makes an assessment of the objective of the business model in which a financial asset is held at a portfolio level because this
best reflects the way the business is managed and information is provided to managemeat. 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 earning contractual i income, mainfaining a particular interest rate profile, matching the duration of the financial
assets to the duration of any related liabilities or expected cash outflows or realising cash flows through the sale 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 business model (and the financial assets held within that business model) and how those risks
are managed,

» how managers of the business are compensated -¢.g. whether compensation is based on the fair value of the mssets managed or the
contractual cash flows collected; and

- the frequency, volume and timing of sales of financial assets in prior periods, the reasons for such sales and expectations about future
sales activity.

Transfers of financia! assets to third parties in transactions that do not qualify for derecoguition are not considered sales for this purpose,
consistent with the Group's continuing recognition of the assets.

Financial assets that arc held for trading or are managed and whose performance is evatuated on a fair value basis are measured at FVTPL.

Financial assets: Assessment whether contractual 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 & 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 flows are solely paymeats of principal and interest, the Group considers the contractual terms of
the instrument. This includes i hether the fi ial asset contains a contractual term that could change the timing or emount of

-]

contractuel cash flows that it would ot meet this condition. In making this assessment, the Group considers:

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

« ferms that may adjust the contractual coupon rate, including variable interest rate features;

= prepayment and éxtension features; and

« terms that }imit the Group’s claim to cash flows from specified assels (e.g. non-recourse features),

A prepayment feature is consistent with the solely payments of principal and interest criterion if the prepayment amount substantially
represents unpaid amounts of principal and interest on the principal amount outstanding, whichi may include reasonable additional
compensation for early termination of the contract Additionally, for a financial asset acquired at a significant discount or premium to its
contractual par amount, a feature that permits or requires prepayment at an amount that substantially represents the confractual par amount
plus accrued {but unpaid) contractual inferest (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,

I
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The Pharma Network, LLC

Notes to the Consolidated Financial Statements (Continued)
Jor the year ended 31st March 2018

1B Significant Accounting Policies: (Continued)}

1.7  Financial instruments (Cortinued)

Financial assets; subsequent measurement and gains und losses

Financial assets st FVTPL These as3ety are subsequently measured at fair value, Net gains and losses, including eay interest or dividend income, are|
recognised in profil or luu
Financial assets at amortised cost Thesn assets are subseq dal ised cost using the effective interest mathed, The amortised cost is reduced by]

impairment losses, Lntenest i mwmq foreign exchange goins and losses and impairment ave recognised in profit or loss. Any
gain or loss on derecognilion is recognised in profit or loss.

Debt investments at FYOCT These assety are aubsequently measured at fair value. Interest income under the effective inferest method, foreign exchange|
gainy 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 OCI are reclessified to profit or loas

[Equity investments at FVOCT These assets are subsequently mesisured at fair value, Dividends aro recognised as income in profit or loss unless the dividend|
clearly represents a recavery of part of tho cost of the investmeat Other net gains and losses are recognised in OCI and are nof|
reclassified to profit or loss,

Financial liabilities: Classification, subsequent measurement and gains and losses

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

profit or loss. Any gains or loss on derecognition is also gnized in profit or loss,

Derecognition

Financial assets

The Group derecoguizes a financinl asset when the contractual rights to the cash flows fram the financial asset expire, or it transfers the
rights to receive the contractual cash flows in a tra jon in which sut ially 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 control of the financial assst,

If the Group enters into transactions whereby it transfers assets recognized on its balunce sheet, but retains either all or substantially all of
the risks and ds of the ferred assets, the ferred assets are not derecognized.

Financial liabjlities

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

The Group also derecognises a financial libility 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
amiount of the financial liability extinguished and the new financial liability with modified terms is recognised in profit or loss,

Offsetting

Financial assets and financial liabilities are offset and the net amount presented in the balance sheet when, and only when, the Group
currently has a legally enforceable right to set off the amounts and it intends either to settle them on a net basis or to realise the asset and

settle the liability simultaneously.

L8  Equity instruments

Equity instruments issued by the Company are classified according to the sub of the contractual arrangements entered into and the
definifions of an equity instrument. An equity instrument is any contract that evidences a residual interest in the assets of the Company
after deducting all of its liabilities and includes no obligation to deliver cash or other financial assets. Equity instruments issued by the
Company are récorded at the proceeds received, net of direct issuance costs.

1.9  Inventorles:

Inventories are stated at lower of cost (on Moving weighted average basis) and net realisable value. Trading Goods are valued at lower of
cost (on Moving weighted average basis) and nel realisable value. Cost of inventories comprises all costs of purchase, costs of conversion
and other costs incurred in bringing the inventories to their present location and condition.

Net realisable value is the estimated selling price in the ordinary cowrse of business, less the estimated costs of completion and the

estimated costs necessary to make the sale.
e -~
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Notes to the Consolidated Financial Statements (Continuer)
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1B

1.10

112

Significant Accounting Policies: (Contirued)

Revenue Recognition:

Sale of Goods:

Revenue from the sale of goods in the course of ordinary activities is measured at the fair value of the consideration received or receivable.
Revenue is recognised at the time of invoice.

The timing of transfers of risks and rewards varies depending on the individual terms of sale, usually in case of domestic, such transfer
oceurs 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, shelf stock adjustments duc to price revisions; medicaid
rebates and estimated returns. The significant adjustments to reveaue are broadly explained below;

8) A Chargeback claim represent an amount payable to a wholesaler customer for the difference between the invoice price paid to the
Companty 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 based on the Distributors WAC - 60 Day Average Contract Price (ACP). The average
contract price is calculated based on the Distributor Chargeback reports called 844's.

b) Provision for Rebates and Admin Fees are calculated on the basis of historical payments and specific terms in the individual agreements.

c) Provision for Shelf Stocks accur following an Ascend driven decrease in the price of a product, the Company generally grants customers
8 "shelf stock adjustment” for a customer's existing inventory for the involved product. Provisions for shelf stock adjustments are estimated
at the time of the price decline, Finance maintains a small reserve for this common industry credit to customers bot will respond and
accrue for a specific products price decreaese,

d) Provision for sales retums are reserved for at at the time of invoice. The percentage estimate is based on the basis of historical
experence, market conditions and specific contractual terms and provided for in the year of sale as reduction from revenue,

€) Pharmaceutical manufacturers whose products are covered by the Medicaid program are required to pay Medicaid rebates to each state.
Medicaid rebates are esti d based on historical trends of rebates paid.

Foreign ¢urrencies

L Foreign currency transactions

Transactions in foreign currencies are translated into the respective functional currency of the Company at the exchange rafes at the dates
of the tmnsactions. The functional and presentation currency of the Company is USD.

Monetary assets and liabilifies denominated in foreign currencies are translated into the functional currency at the exchange rate at the
reporting date. Non-monetary assets and liabilities that are measured at fair value in a foreign currency are translated into the functional
currency at the exchange rate when the fair value was determined. Forgign currency differences are generally recognised in profit or loss.
Non-monetary items that are measured based on historical cost in a foreign currency are not translated.

However, foreign currency differences anising from the translation of the following items are recognised in OCI:

* equity investments measured at fair value through other comprehensive income (except on impairment, in which case forcign currency
differences that have been recognised in OCI are reclassified to profit or loss);

» a financial liability 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 effective.

Borrowing Costs:

Bomowing costs ate interest and other costs incurred by the Group in connection with the borrowing of funds. Borrowing costs directly
attributable to acquisition or construction of those tangible fixed assets which necessarily take a substantial period of time fa get ready for
their intended use are capitalised. Other borrowing costs are recopnised as an expense in the Statement of Profit and Loss of the period in
which they are incurred.

Provision, Contingent Liabllitles and Contingent Assets:

A provision is recoguised if a5 a result of a past event, the Group has a present obligation (legal or constructive) that can be estimated
reliably and it is probable that an outflow of econpmic benefits will be required ta settle the obligation. Provisions are recognised at the
best estimate of the expenditure required to settle the present obligation at the balance sheet date. If the effect of time value of money is
matérial, provisions are discounted using a current pre-tax rate that reflects, when appropriate, the risks specific to the liability,

4 )
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Significant Accounting Policies: (Continued)

Provision, Contingent Liabilities snd Contingent Asscfs;

A contingent liability exists when there is a possilile but not probable obligation, or a present obligation that may, but probably will not,
require an outflow of resources, o a present obligation whose amoust ¢annot be esfimated reliably, Coatingent liabilities do riot warmnt
prcmsions but are disclosed unless tho-possibility of outflow of resotirces is remote. Contingent assets are meither Tecugniséd nor disclosed
in the financial statoments. However, when the tealisation of income is virfually certain, then the related assct is not a contingent asset and

its recognition is approprisfe.

Earnings per share ‘EPS')
Basic EPS is computed using the weighted average number of equity shares outstanding during thie period. Diluted EPS is éotmputed using

the weighted average number of equity and dilutive equity equivalent shares outstanding during the period except where the results would
be anti-dilutive..

Cash and cash equivalents:

Cash and cash equivalents for the purpose of cash flow statement comprise cash at bank including fixed deposits (having original meturity
of less thin 3 moxuiths), cheques in hand and cash in hand,

Idcome Taxes

A Single member lisbility company is a disregarded entity for tax purposes and incgme and l0ssés are reported ot the sole owner's tax
retim. Therefore, no provision or liability for income taxes has been included in financial statements.

Segment reporting
The Group aperates in orie roportable business segment i.¢. "Phannaceuticals”,
Employee Benefits:

Defined Contribution Plan:

Group's coniribution for the year paid/payable to defined contribution refirement benefit schemes are charged to Statament of Profit and
Loss. The: Group's. contribution towards provident fund and superannuation fund for eligible employees are considercd to be defined
contribution plan for which the Group made'contribution 6n monthly basis,

Y
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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 ofien requires
judgments to be made by management when formulating the Group’s financial pesition and results. The Directors are required o adopt those
accounting policies miost appropsiate to the Group's circumstances for the purpose of presenting fairly the Company’s financial position,
financial performance and cash flows.

In determining and applying accounting policies, judgment is often required in respect of items 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,

Management considers the accounting estimates and assumptions discussed below to be its critical accounting estimiates and, accordingly,
provide an explanation of each below. The discussion below should also be read in conjunction with the Group’s disclosure of significant
accounting policies which dre provided in Note 1 to these consolidated financial statements, ‘Significant accounting policies'.

a. Estimation of useful life

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

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

b. Provision for trade receivables

Trade receivables are stated at their 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 ere written
off when management deems themn not to be collectible.

¢. Provisions and contingent liabilities

The Group exercises judgement in measuring and recognising provisions and the exposures to confingent liabilities related to pending
litigation or other outstanding clairs subject (o negotiated settlement, mediation, arbitration or government 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 settlement. Because of the inherent unceriainty in this evaluation process, actual losses may be
different from the originally estimated provigion

d. Product Returas and Other Allowances

In the phar ical industry, custs are normally granted the right to retum product for credit if the product has not been used prior to
its expiration date. The Group's return policy typically ellows product tefurns 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 1% of WAC &t the time of invoieing. This
percentage was determined based on actual refurn mte history. The Group estimates the level of sales that will ultimately be returned,
pursuant to its retumn policy, and records a related allowance at the time of sale. These amounts are dediicted from gross sales to defermine
net revenues, These esti take into ideration historical returns of the products and the Group's future expectations, The Group
periodically reviews the allowances esfablished for retums and adjusts them based on actual experience, as necessary, The primary factors
considered in estimating potential product retums include shelf life and expiration date of cach product and historical levels of expired
product returns. If the. Group becomes aware of any refurns due o product 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 return 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 ultimately be returned, there may be a material impact to its financial statements.

Sales discounts such as prompt payment discounts are provided for at the time of sale based on each customers payment terms. Trade
discounts are provided at the time of invoice or via a customer deduction.

Customer Rebuates and Admin Fees are accrued for at the time of invoice, based on direct and indirect purct 1f the puret are direet
{purchases made by end use customers di.reclly from the Company), the rebates are rccugn!sed whcn products are pu:clmed by customer and
a periodic credit is given. For indirect p (purch by end use cust ! ), the rebates are recognised
based on the terms with such ¢ and validated sgainst available chargeback data, Mcdmmd rebates are accrued at the time of invoice
based on the historical payment data the Company receives from the 3rd Party Rebate Processors, CIS which mangagés the reporting of the
final dispensing of the products by a pharmacy to a benefit plan participant.




ThePharmaNetwork, LL.C

Notes to the Consolidated Financial Statements (Coritintied)
Jor the year enided 31st March 2018

2 Critical accounting judgements and key sources of estimation uncertainty(Continued)

. Product Returns and Othex Allowances {Continued)

Shelf stock adjustments are sometimes required as per confracfual ts 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 of market intelligance, estimated decline in matket price of praducts based on historical experignce and input from customers, and
levels of inventory held by customers at the date of the pricing adjustments,

e. Chargebacks:

The salés trends, wholesale acquisition cost (WAC), the contract prices with the retailers, chain stores, managed care organizations (end-
users), and wholesaler customer's contract prices.

0) The historical data of chargebacks as a percentsge of sales, as well as actual chargeback reports recefved from primary wholesaler
gustomers are analyzed on a monthly basis.

ii) Volume of all produets sold to wholésaler custoniers and the average charggback rates for the prior 60 days as comparéd to the previous
months prior 60 day average,

if) The Company utilizes data on remaining inventories on hand at primary wholesaler customers st the end of each reporting period in the:
calculation of estimates for analytical reporting and audit purposes.

Such estimated amounts, in addition to certain other allo , are deducted from the Company's gross sales to determine net revenues, The
amount of actial chargebacks claimed cculd 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 Compeny materially over or undpr estimates the amount that,
will ultimiately be charged back to it by its wholesale oustomers, there could be a material impact on the Company's financial statements.
The reasonableness of each reserve is reviewpd on a monthly basis.

{. Fair value measurements and valuation processes
Some of the Company's nssets and liabilities are measured at fair value for the financial reponting purposes. Central corporate Ireasury team

works with virious banks for determining appropriate fair value of derivative assets and liabilities. Central treasury team reports fo the Chief
Financial Officer. In estiniating the fair value of derivative assefs.and liabilities, the Company uses market-observable data to the exi¢nt it is

available.
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ThePharmaNetwork, LLC

Notes to the Consolidated Financial Statements (Continued)

as at 31 Marcl 2018
USD
Particulars Asat Asat
31 March 2018 31 March 2017
3.2 Inventories:
Ray and packing matetials 66,50,238 -
Stacksin Trade 4,61,18,787 4,03,17,108
TOTAL 51 ;1,69‘015 4‘03‘1?i103

33

34

35

36

3.7

Note; The Group follows suitable provisioning norms for writing down the valus of inventories
towards slow moving, non moving, expited and non saleable inventory. Write down of
inventogy: for the year ended 31 March 2018 is USD 3"1,_22_.052 (31 Mirch 2017: USD

Trade Receivables:

(Unsecured)

Considered good 7,64,11,636 3,87,73,352

Considered doubtful - 36,178

Less: Loss allowances - (36,178)
TOTAL 7,64,11,636 3|8‘?I73l352

Cash and Cash Equivalents:

Balance with Banks:

In Cumrent Accounts 61,23,632 16,41,049
TOTAL 61,23,632 16,41,049
CURRENT LOANS:

Loans (Unsecuréd, Considered Goad, unléss Othierwise stated) - 61,22,506
TOTAL - 61,22,506
Note: Atiove lgans incliide amouant du¢ from related parties USDYNil {31 March 2017: USD

61,22,506) - Refer Note .27

Other Current Financial Assets:

Other receivables 1,49,20,136 1,37,28,608
Security Deposils 25,935 25,935
TOTAL 1.49,46,071 1,37,54,543
Note: Abgve loans include amount due from related parfies USD 1,49,14,323 {31 March 2617;

USD 1,37,28,608) - Refer Note 3.27°

Other Current Assets

Prepaid Expenses 6,64,164 1,87,046
TOTAL 6,64,164 1 ‘87|046




ThePharmaNetwork, LLC

Notes to the Consolidated Financial Statements (Continued)
as at 31 March 2018

USD

Particulars As at Asat
31 March 2018 31 March 2017

3.8 Member's Capital:

Member's Capital 95,61,556 95,61,556
TOTAL 95,61,556 95,61,556

(a) Reconciliation of the number of units outstanding at ¢the beginning and at the end of the year:

Particulars As at 31 March 2018 An at 31 March 2017
Number of Units uUsD Number of Units USD|
At the commcncement and at the end of the year 6,65,01,766 95,61,556 6,65,01,766 95,61,556

(b) Details of members holding more than 5% shares in the Company:

Name of (he member: As 2131 March 2018 Ay nt 31 March 2017
Number of Units Usp Number of Units usp
M/z. S&B Holdings B V., Nethetlands 6,65,01,765 100% 6,65,01,766 1003
Particulars As at Asat
31 March 2018 31 March 2017
USD uUsD

3.9 Borrowings:

Secyred
Loans repayable on demand from Banks 1,90,00,000 -
TOTAL 1,90,00,000 -

Note: Working Capital loan of USD 1,90,00,000 (31 March 2017 USD Nil) from bank includes
revolving credit line taken on 3 October 2017 by ThePharmaNetwork, LLC (along with by
Ascend Lahoratories, LLC) are secured upto USD 3,00,00,000 by issué of ABF Revolving
Credit Fecility by Citi bank NA which is secured by a continuing licn on security interest in all
of the Collateral, whether in the form of cash or other property and whether tangible or
intangible as well as Inventory, Receivables, Equipment and intellectual propeity of The
Pharma Network, LLC (alongwith Ascend Laboratories, LLC). Interest on this Revolving
Credit Facility is payable monthly in arrears on the first business day of each month at a rate
equal to 1.55% plus daily LIBOR. This facility will mature three years after the closing date.

3,10 Trdde Payables:

Trade payables 6,37,98,290 4,45,72,724
TOTAL 6,37,98,290 4,45,72,724

Note: Above Trade payables include amount due 1o related parties USD 5,36,23,911 (31 March
2017: USD 4,14,98,557) - Refer Note 3.27



ThePharmaNetwork, LLC

Notes to the Consolidated Financial Statements (Continued)
as at 31 Mareh 2018

USD

a1

3.12

3.13

Particulars

Other Current Financlal Linbflities

Current mafuritles of long ferm finance obligation
Emgployee payables

Accrual for Expenses

TOTAL
"Note: Finarice foase obligation refors fo the license of technology has baen accourited for gs 4
capitul lease, payable over 5 years at USD 39,999 a month The lease became effective in
Janudty' 2013, The amortivation schedule was ¢omputed with an impted inerest rate of
0.93%. (Refer niote 3.22)

Current Provisions:

Provision for anticipated sales retutns (refér nate 3,24)

TOTAL

Other Gurrent Liabiities;:

Due to statutory authorifies

‘TOTAL

¢

As at Asat

31 March 2018 31 March 2017
- 3,58,600

10,62,630 598
24,24,977 40,43,685
34,87,607 44,02,883
10,30379 11,88,480
10,3037 1 ilssidsn

- 320

: 7N




ThePharmaNetwork, LLC

Notes to the Consolidated Flnanclal Sfatements (Coutinued)

Sfor the vear emded 315t March 2008

Usp

3.4

315

3.16

3.17

318

Particulars

Revenue from Operations:
Sale of products

TOTAL
Other Income:

Interest on bank deposits
Other interest

TOTAL

Changes in Xnyentories of Finished Goads, Work-in-Progress and Siock-in-Trade:

Opening Stock:
Stock-in-trade
Work-in-progress

Less; Closing stock:
Stock-in-trade

TOTAL

Employes Benefits Expense:

Salaries, wages and bomus

Contribution to provident and other fimds (Refer Note 3.21).

Employees' welfare expenses

Finunée Coat:

“Intorsst on borrowings 5
Ofhier borrawirig cost®

TOTAL

. Im:ludes guarantes commisswnUSD 171,503 (31 Murch2017 USD 402,687)011 financial

¢

For the Year
ended
31 March 2018

18,84,35,310

For the Year
ended
31 March 2017

15,63,42,370

18,84,35,310 15,63,42,370

- 2,159

- 45,646

- 47,805
4,03,17,108 2,69,66,317
- 21,75,890
4,03,17,108 2.91,42,207
4,61,18,787 4,03,17,108
4,61,18,987 4,03,17,108
(58,01,679) (1,11,74,901)
51,10,766 29,54,354
1,69,247 1,56,327
7,02,729 10,94,104
59,82,742 42,04,785
4,49,855 7,62,557
47,719 1,22,716
4,97,574 885273
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Particulars

Other Expenses:

Rent (refer note 3.22)
Insurancs

‘Marksting and promotions

Selling and-distribution expenses
Légal and professionsl Fees
Commniissién on sales’

Twmyelling and conveyanos
Repairs;

- Others

Research and development
Communicatior and printing éxpenses
Bad Delits/Advances written off
Royalty Expenses
Miscelanecus expenses

TOTAL

4

For the Year Forthe Year
ended ended
31 March 2018 31 March 2017
2,89,697 3,32,681
4,19,556 4,84,624
4,58,772 4,35,560
41,47,416 45,21,637
21,43,882 21,82,125
791,316 £,30,000
7,22,311 549,416
5,66,467 431,409
9,61,230 335,046
378157 93,253
g 1,55.525
50,66,837 53,71,790
327,966 3,67,727
1,62,73,607 1,60,90,793
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Contingent Liabilities and Commitments
a) Contingent Liabilities

During the year, The Kroger Company, Albertsons Companics, LLC, and H.E. Butt Grocery CompanyL.P. (‘the plaintiffs’) filed a complaint
against various companies including the Company’s wholly owned subsidiary, Ascend Leboratories, LLC, USA (‘Ascend’) with the Bastern
District of Pennsylvania which contains two claims, a conspiracy between ‘Ascend and other parties” and a conspiracy between ‘Ascend and
other parties’ to increase prices, allocate markets, tig bids, and decrease production of one product, Nimodipine, Basis the Board of
Dircctors' evaluation of the case and consultation with the legal counsel, the Group is of the opinion that it has strong argumentsto attack the
sufficiency of plaintiffs’ allegations and thus believes that the matter will not have any material impact on the Group.

The Group has reviewed all its pending litigations and proceedings and has adequately provided for, where provisions are required and
disclosedas contingentliahilities wherever applicable, in its financial statement. The Group does not expect the of these p ding:
to have materially adverse effect on its financial statements,

b) Commitments

Sr. Particulars At As i
M. 31 March 2018 31 March 2017
USD UsSD

1 Esti d amount of ining 10 be d on Capital A ty - 11,00,000

Disclosure of Employee Benefits

The Company has maintained a 401(k) Safe Harbor Profit Sharing Plan (“Plan’’) to provide retiremeat and incidental benefits for its eligible
employees. Employees may contribute from 1% to 15% of their annual compensationto the Plan, limited to a maximumannual amount as set
periodically by the Internal Revenue¢ Service. The Company contributes 100% uf each dollar of elective contributions each eligible
participant makes each plan year, up to the limit of 4% of gross pay. All safe harbor confributions vest immediately. The Plan requires that
the contribution be placed in a trust fund in accordance with the Group Annuity Contract between the trustee, Merill Lynch, Bank of
America,

[Particular Asat As i
31 March 2018 31 March 2017
USD usp

« Contribution fo 401 (k) Safe Harbor Plan ("Plan”) 1,69.247 1,56,327

The Company has entered into non - cancellable operating lease agreements for premises/car/Compaters. Reat expenses debited to
the Statement of Profit and Loss is as below:

Operating Leasc
Particulnrs Asut As at
31 March 2013 31 Merch 2017
USD uso
Rent expenso 2,89,697 3,312,681
Total 2,689,697 332,681
The fiture minimum lease payments in respect of the ellable lease agr as on the year end is as below:
Particulars Year ended Year ended
31 March, 2018 31 March, 2017
usp usn
Not later than one year 281,338 -
Lator than one year but not later than five years 14,50,000 -
Later than five years 5,480,000 -
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The Company 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: (Continued)

Finance Lease Disclosure
The Group has future obligations under finance lease for procurement of plant and equipments which are payable as follows:
The future minimum lease payments ia respect of the Capital Lease as on the year end is as below:

Particulnrs Year ended Year ended
31 March, 2018 31 Murch, 2017
USD UsD
Not later than one year - 3,58,600
Later than one year but not later than five year - -
Later than five years = =

Earnings per unit of common stock

Particolars Year euded Year ended

31 March, 2018 31 March, 2017
Profit f{loss) aRer tax attributable to members 1,28,01,887 1,86,44,382
Weighted average number of units of common stock outstanding during the year (in numbers) 6,65,01,766 6,65,01,766
Basic and diluted earnings per unit of common stock 0.19 028

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

Pravision for anticipated sales return, chargeback and rebates:

|Particulars Asal Asai

31 March 2018 31 March 2017
Carrying nmount at the beginning of the year 11,858,460 9,01,745
[Add: Provision made during the year 29,26,020 37,68,986
Less; Amount used/utilized during the year (30,84,121) (34,82,251)
Carrying amount at the end of the year 10,330,379 11,868,480

Impairment testing for cash operating unit (CGU) containing goodwill

Goadwill was assigned on the purchase of Medical Speciality Consultants (MSC'), 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 impairmentusing cash flow projections for next five years and have detcrmined the value of those cash flows to be
in excess of the current carrying value of goodwill As revenuesare forecasted to continue, the Group concluded that a positive sssertion can
be made from the qualitative asscssmentthat it is not more likely than not that the fair value of the reparting unit is less that it's camrying
amount,

These assumptionsare reviewed Ily as part of ’sbudgeting and strategic planning cycles. These estimates may differ from
actual results. The values assigned to each of the key assumptionsreflect the Management's past experience as their assessmentof future
trends, and are consistent with external / internal sources of information.

Based on the above assumptionsand analysis, no impairment was identified for above goodwill as at 31 March 2018 and 31 March 2017 as
the recoverable value of the goodwill exceeded the carryiag value.

The Graup has aiso 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 scositivity 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,

)
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3.25 Impairment lesting for cash operating unit (CGU) containing goodwill (Confinued)

The table below shows the key assumptions used in the value in use calenlagions:

Particulary MSC
Pre-tax adjusted discount rate {in %) LL9a%
Long-term growth mio (in %) 200%

Key assumptions used in the valug-in<use valgulationy

Aszumptions How detormined

Long-term growth rate The growth rates nre based on induwstry growth Corecasts,
M d ines the budgetod growth mies based o past
perfi and ity expectstions on market develop The|
weighted svemge growth rules used ware consistent with industry
reports

Pre-tax risk adjusted dfscount rets Monagement estimates discount rates using pro-tax rafes that reflect

cutrent market assessments of the risks specific 1o the OGU, taking]
into congideration the time value of money and individual risks of]
tho underdying assets that have st besn incorporsted in the cash|
flow esti The discount mis colcolation is based on the
specific circumstances of the Company and @ derived from its
woighted averuge cost of capital (WACC)

¢
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Segment Reporting

Basis for Segmentation

The operations of the Group dre limited to one segmient viz, Pharmaceutical and related products. The products being sold under this
segment are of simflar natare and comprises of pharmaceutical products only.

The Board of Directors have identified the Chief Bxecutive Officer as the Company's Chief Operating Decislon Maker (CODM) who
reviews the internal I reports prepared based on an aggregation of financial infirmation for all entities in the Group (adjusted
for intercompany eliminations, adjustments #ic.) on a periodic basis.

Entity-wide disclosores ] )

The goographical information analyses the group's revenues and non-gurvent assets by the company's sountry of domicile (i.e. USA) and
other countries. In presenting the geographical informatios, segment revenue has bieen based on the geographical location of oustomers
angl sepitient asgets have been based on the geogmphic location of the assets.

The¢ Group-derives external revenue only from its country. of domicile i.s. United States of Axierica,

The Group have exigrnal revenue from three customers which excecded '10% of total revenue which accounts for-80.0% asid 80.6% for the
year ended 31 March 2018 and 31 March 2017 respectively.

¢
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327 Iaformationon related party transactionsas required by Indian Accounting Standard 24 (Ind AS 24) on related party disclosures for the year
ended 31 March 2018.
The Group's principal related parties consist of its ultimate holding company, holding company, key managerial personnel and fellow
subsidiarics. The Group’s material related party tn ions and outstanding bal are with related parties with whom the Group
routinely enter into transactions in the ordinary course of business.

A.  List of related parties and their relationship
A Compsny whose control exists (Ultimate Holding Company)

Alkem Laboratories Limited India
B Company whose control exists (Holding Company)
S & B Holdings B.V. Netherlands

Details of Transactions with Related Partics

ISr. No, Particalary Key Managerial  Ultimate Holding Hulding Fellow
L 1 c L 4 ) C P 8 idi T
1 Losangivento - - é =
- = = (60,00,000)
2 Loan mceived back - - - 60,00,000
- - - {3,50,000)
3 Purchase of stock in trada - 11,45,17,632 - 66,13,570
L (8,22,30,405) - -
4 Reimbursement of expenses by - 34, 14486 - 33,000
- (26,73,851) 3 (76,860)
3 Intecext on Loan given { S&B Pharma Inc) - - - -
- - - (39,871)
6 Interest on Loan given { Ascend Laboratories Spd, Chile) - - = -
' = = (5.775)
7 G C ission and Reimb of SBLC Charges - 1,71,903 - -
- (4,02,687) . s
8  Remunematioa to KMP
Mr. § Veakatesh 5,46,000 - - -
(5.25,000) . " -
Mr. John Difaway 430,000 - - -
(4.00,000) - 3 =
9  Bond pledged sgainst loan takea by Gtoup - - -
(83,13,639) = =

The Company's managementis of the view that all the related party transactions were made on terms equivalent to those that prevail in an
arm's length trunsactions.

Figures in the brackets are the corresponding figures of the previous year.

Balance due from / to the related Parties as at 31 March 2018

Sr. No. Particulars Holding Company  Ultimate Holding Fellos Subsidiary Total
Company

1 Trade Payables - §,21,20,282 15,03,629 %,36,23,911

2 Trade receivables - - 76,860 76,860

3 Qther receivables ‘ 1,19,65,900 2948423 . 1,49,14,323

Balance due from / to the related Parties as at 31 March 2017

5r. No. Partieutars Holding Company  Ultimate Balding ~ Fellaw Subsidiary Total
Company

1 Trade payables . o 4,14,98,557 5 4,14,98,557

2 Other receivables 92,12,870 45,15,738 - 1,37.28,608

3 Cument loans - - 61,22,506 61,22,506

& _ J
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3 Notes to the Consolidated Financial Statements(Confinued)
3.28 Financial instruments — Fair values and risk management

A.  Accounting elassification and falr values

As st-31et March, 2018
Carrying smotm¢ Fair value
FVIPL FYTOCT  Amotised Cost  Total Levl 1 Level 2 Lével 3 Total
Financial aveets
(Cash srid cash equivalents 61,213,632 61,23,632 - -
Trada receivoble and other 91357,706  9,13,57,706 -
financial assets
- - 9,741,338 9,74,81,338 - - = =
Financial Enbilities
Bomowings = - 1,90,00,000  1,90,00,000 - - - -
Trade and otber payables - - 63195290  637,98,290 - = c: =
Other Catront financlal lisbilities - - 347,607 34,87,607 - - - -
- - B6285808 86285898 B - S =
Ay at 31at Maxch; 2017
Carrying amount Rair viluer
FVTPL. FYIOCI  Amotised Cost  Total Lovel 1 Level 2 Level3 Total
|Fiaaneial asssts
Cash and cash equivalents - - 1641,049 16,41,045 - - - -
Loans - - 61,22,306 61,22,506 - - - -
| Trade mnd other financial asscty - . 52527894 52521894 E W = i
- - 6,0291,449  -6,02,91,449 - - - -
|Financial linbDities
Long term borrowings - - 358,600 3,58,600 - . . =
(Including currént maturity of
Long term borrowings)
Trade and other payables - - A4STATZA 44572724 = = Z =
Other eurrent financial liabilities - - 44,02, 883 44,02,883 ) - - -
- 49334207 4,93,34207 - . A -

The Group hat exposure ta the following fisks arising from financial instruments:
= Credit risk ;

o Liquidity risk ; and

*Muarket risk

L Risk management framework

The Campany's Board of Directors ("Board") has averall responsibility for the establishment and oversight of the Company’s risk
management framework. The Board is responsible for developing and monitoring the Company’s risk mansgement policies,

78
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3.28 Financial instruments — Fair values and risk management (Continued)

Credit risk

Credit risk is the risk of financial loss fo the Group if a customer or counterparty to a financial instrument fails to meet its contractual
obligations, and arises principally from the Group's receivables from customers and investments in debt securities,

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

Trade and other 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 exposure to credit risk
is influenced mainly by the individual characteristics of each cust However, also iders 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 3] March 2018 and 31 March 2017, the entire exposure ta credit risk for trade receivable is majorly from its country of domicile i c.
United States of America,

At 31 March 2018 the Group had exposure to only one type of counter party ie. wholesalers. Three cusiomers represented
approximately 80% of gross irade receivable balance as on 31 March 2018

At March 31, 2018, the maximum exposure to credit risk for trade and other receivables by geographic region was as follows.

Particulars 31 March 2018 31 March 2017
(Country of Domicile 7:64,11,636 3,87,73,352
Inidia 1948,423 435,15,738)

793,560,059 4,32,89,090]
Impairment

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

The ageing of trade receivables that were not impaired was as follows.

Particulars 31 March 2018 31 March 2017
IMeither past dus nor impaired 7,59,80,217 3,87,47394
Past due 1-180 days 431,419 25,958
Past due more than 180 days - .
7,64,11,636 3,87,73,352
M believes that the unimpaired amounts that arc past due by more than 180 days are still collectible in full, based on

lustoncal payment behaviour and extensive analysis of customer credit risk, including tmderlying customers’ credit ratings if they are

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

Particulary 31 March 2018 31 March 2017,
Balance as at beginning of the year 36,178 41,128
Impairment loss tecognised - 155,524
(Argounts written off 36,178 1,60,474
- 36,178

]!!:hnm #s ot the end of the ycar

Loans to subsidiaries
The Company has no exposure of as 31 March 2018 (USD 61,122,506 as at 31 March 2017) for loans given to subsidiaries. Such loans
are classified as financial asset measured at amortised cost.

Other financial assets
Credit risk on cash and cash equivaleals, deposits with banks is generally low as the said deposits have been made with the banks who

have been assigned high credit rating by international and domestic credit rating agencies,

&
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3.28 Financial instruments ~ Fair values axd risk managément (Continyed)

iii Liquidity risk

Liquidity risk is the risk that the Group will encounter difficulty in ing the obligati inted with its financial liabilities that
are settled by delivering cash or another financial asset. The Group’s approach to managing liquidity s to ensure, as far as possible, that
it will have sufficiont liquidity to megt-its linbilities whon they are due, under both normal and stressed conditions, without incurring

Exposure to liquidity risk
The following arc the remaining contraciual maturities of financial liabiliies at the reporting date. The amounts are gross and
undiscounted, and include estimated inlerest pay and exclude the impact of netting agrecments. :

Cotitrictual eash Qowy
31 March 2018 Carrying Tolal 2months  2-12 mounthy 1-2 years 2-Syears  More than &)
‘amount or less years
UsD
Noo-derivative financial Habilities
Current borrowings 1,90,00,000 1,90,00,000 1,90,00,000 - - - -
Trade payables 6,37,98,290 6,37,98.290 1,96,73,158 441,25,132 - - -
(Other current fnancial labilities 34,87,607 » " = - - &
Contrattusl cush flows
31 Miiveh 2017 Carrying Totul % manthsorlesy  2-12 monthy 12 years 2Syears  Mare than §|
ameunt years
|usp
[Non-derivative finnncial liabilities
[Non current borrowings (incl current 3,58,600 3,58,600 3,358,600 - - 2 5,
maturities)
Trado payables 445,72,724 44572724 4,45.72,724 - . a .
Other current financial liabilitics 40,444,283 40,44,283 40,44.283 - = a 2
fv. Market risk

Market risk refers to risk of fluptuation fn fair values or future cash flows becanse of chianges in market yats o priogs. ‘The Groop'
exposure from market rigk s primatily an secount of interest iate risk.

7
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Financial instruments ~ Fair values and risk management (Coutinued)

Interest rate risk

Interest rate risk can be-either fair vafue interest rate risk: or cash flow interest rate risk. Fair value interest mte tisk isthe tisk of changes in
fair values of fixed interést beating investmienfs biecause of Huctuations in the inferest rates. Cash flow interest rate risk is the risk that the
fulure cash flows of floating interest bearifig investments will flictuate because of fluctuntions in the interest rates.

Exposuré to interest rate risk

‘Group's ifiterest rate risk arlses from borrowings and fixed income securitics. Fixed income securities eéxposes the Group to fair value
interest rate risk. The inferest rate profile of the Group's interest-bearing financial instruments as reporied to the management of the Group
is as follows,

Chrrrying aiount in USD
31 Mareh 2018 3§ Marsh 2017

|Fixed-rate inxtruments
Financial axssets - 61,22,506
Financial liabilities - ,58,600

- $7.63,9056
Variable-rate instrumenty
Financinl liabilities 1,90,00,000 -
Tatal 1,90,00,000 -

Fair value sensitivity analysis for fixed-rate instruments

The Group does not acoount for any fixed-rate financial assets or financial liabilitics 4t fair value through profit or loss, Therefore, a change
in interest rates at the reporting date would nof affect prafit-or loss.

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

Cash flow sensitivity amlysis for variable-rate instruments
A change of 100 basis poiris in interest rates would not have any material impast on the equity.

#
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3.29 Capital Management

The Group’s policy is fo maintain a strong capital base so as to maintain investor, creditor and market confidence and to sustain future
development of the business. Management moaitors the return on capital as well as the level 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.

|Purticulars Az at As ]

March 31, 2018 March 31, 2017
Total ings (including current ities) 1,90,00,000 3,58,600
Leas ; Cash and cash equivalent 61,23,632 16,41,049
Adjusted net debt 1,28,76,368 (12,82,449)
Tatal squity 6,72,44,878 544.42,592
Adjusted equity 6,72,44,878 5,44,42,992]
Adjusted net dabt to total equity ratio 0.19 (0.02)

3.30  3.30 Recent accounting prononncements

Ministry of Corporate Affairs ("MCA") through Companies (Indian Accounting Standards) Amendment Rules, 2018 has notified the
following new and amendments to Ind ASs which the Company has not applied as they are effective for annual periods beginning on or after
April 1, 2018:

Ind AS 21 — The effcet of changes in Foreign Exchange rates

The amendment clarifies on the accounting of transactions that include the reccipt or payment of advance consideration in a foreign
currency. The appendix explains that the date of the transaction, for the purposc of defermining the exchange rate, is the date of initial
recognition of the non-monetary prepayment asset or deferred income linbility. If there are multiple payments or receipts in advance, a date
of transaction is established for each payment or receipt. The Group is evaluafing the impact of this amendment on ifs financial statemeants,

Ind AS 115 Revenue from Contracts with Customers ("'Standard")

Ind AS 115 establishes a single comprehensive model for entities to use in accounting for revenue arisiug from contracts with customers, Ind
AS 115 will supersede the current revenue recognition standard Ind AS 18 Revenue, Ind AS 11 Construction Contracts when it becomes
effective from 1 Aprl 2018,

The core principle of Ind AS 115 is that an entity should recognise revenue to depict the transfer of promised goods or services fa customers
in an amount that reflects the consideration to which the entity expects to be entitled in exchange for those goods or services. Specifically,
the standard introduces a 5-step approach to revenue recognition:

Step 1: Identify the contract(s) with a customer

Step 2: Identify the performance obligation in contract

Step 3: Determine the fransaction price

Step 4: Allocate the transaction price to the performance obligations in the contract

Step 5: Recognise revenue when (or as) the entity satisfies a performance obligation

Under Ind AS 115, an entity recognises revenue when (or as) a performance obligation is satisfied, i.e. when ‘control' of the goods or
services underlying the particular performance obligation is transferred to the customer,

The Group is evaluating the impact of this Standard on ils financial statemnents.

The accompanying notes are an integral part of these financial statements
As per our report of even date attached.
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