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To,
The Board of Directors,
Alkem Laboratories Limited, India

Independent Accountant’s Report on the financial statements of M/s S & B Pharma Inc.,
Delaware, USA, a foreign subsidiary of M/s Alkem Laboratories Limited, India (hereinafter
referred to as “the holding company”) on its translation in Indian currency and its
presentation as per Division Il of Schedule Ill to the Companies Act, 2013 and Ind AS
required for the purposes of Section 129(3) of the Companies Act, 2013 and its
consolidation with the financial statements of the holding company.

1. The financial statements of M/s S & B Pharma Inc., Delaware, USA for the year ended 31
March, 2019 (which comprises of its Balance Sheet as at 31° March, 2019, its Statement of
Profit & Loss, the Statement of Changes in Equity, its Cash Flow Statement for the year then
ended and a summary of the significant accounting policies and other explanatory information
(hereinafter referred to as “the financial statements”)) are prepared by its management in The
United States of America in its reporting currency in US Dollar as per the requirements of the
US Laws and US GAAPs and have been audited by its auditors M/s WDC & Associates, LLP,
CPAs in United States of America.

2. Those financial statements have been translated by the management of its holding company
M/s Alkem Laboratories Limited, India in Indian currency (INR) and is prepared in the formats as
per the requirements of Division Il of Schedule Ill to the Companies Act, 2013 and as per Ind
AS, for the purpose of presenting to its shareholders as required by Section 129(3) of the
Companies Act, 2013 and for the purpose of consolidation with the financial statements of the
holding company.

Management's Responsibility for the Financial Statements

3. The Management of the holding company is responsible for translation of these financial
statements in Indian currency and presentation as per Division Il of Schedule Il to the
Companies Act, 2013 and as per Ind AS for the purpose of Section 129(3) of the Companies
Act, 2013 and for the purpose of consolidation with the financial statements of the holding
company.

Auditor’s Responsibility

4. Our responsibility is to express an opinion on whether the financial statements dealt with by
this report are translated from US Dollar to Indian Rupees by adopting the applicable rates of
foreign currency for the period in accordance with Ind AS-21 prescribed by the Companies
(Indian Accounting Standard) Rules, 2015 and is prepared in the formats as per the
requirements of Division Il of Schedule IlI to the Companies Act, 2013 and as per Ind AS.

5. We conducted our verification in accordance with the standards generally accepted in India
and Standards on Auditing issued by the Institute of Chartered Accountants of India (ICAI).
Those standards require that we plan and perform our verification to obtain reasonable
assurance about whether the financial statements are translated in Indian currency by adopting
appropriate rates of foreign currency and are prepared in the formats and in the manner
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required by Division Il to Schedule Ill to the Companies Act, 2013 and as per Ind AS. We
believe that our verification provides a reasonable basis for our opinion.

Opinion

6.

The financial statements dealt with by this report are prepared from and are in agreement with
the financial statements of M/s S & B Pharma Inc., Delaware, USA prepared in US Dollars as
per US GAAP and audited by its auditors M/s WDC & Associates, LLP, CPAs in United States
of America for the year ended 315t March, 2019 which comprises its Balance Sheet as at 31%
March, 2019, its Statement of Profit and Loss, the Statement of Changes in Equity, its Cash
Flow Statement for the year then ended and a summary of significant accounting policies and
other explanatory information;

In our opinion, the financial statements dealt with by this report are translated from US Dollar to
Indian Rupees by adopting the applicable rates of foreign currency for the period in accordance
with Ind AS-21 prescribed by the Companies (Indian Accounting Standard) Rules, 2015.

In our opinion and to the best of our information and according to the explanations given to us,
the said financial statements read together with the significant accounting policies and notes
thereto is prepared as per the formats and in the manner required by Division Il of Schedule llI
to the Companies Act, 2013 and as per the requirements of Ind AS prescribed by the
Companies (Indian Accounting Standard) Rules, 2015.

Restriction on Distribution and use

9.

This report is issued solely for the purpose of the requirements of Section 129(3) of the
Companies Act, 2013 to present these financial statements to the shareholders of the holding
company M/s Alkem Laboratories Limited, India and for its consolidation with the financial
statements of the holding company and should not be used for any other purpose.

10. This report is not a report-under Section 143 of the Companies Act, 2013 including the

Companies (Auditors) Report Order, 2016, and accordingly does not include any statement on
the matters specified therein.

For R.S.SANGHAI & ASSOCIATES

Chartered Accountants

AN BN Re?i tration No. 109094W
\

R.S.\‘L:ANGHAI
7 Partner
Membership No.: 036931

Place: Mumbai
Date: 271" May, 2019 =



S & B PHARMA INC., Cush)
FINANCIAL STATEMENTS
BALANCE SHEET AS AT 31st MARCH 2019

Note As at As at As at As at
Particulars No 31st March, 2019 31st March, 2019 31st March, 2018 31st March, 2018
) usD Rs. USD Rs
I. ASSETS
1 Non-current assets
(a) Property, plant and equipment 3.1 40,560,421 2,811,729,494 32,142,944 2,086,655,629
(b) Capital work in progress 3.1 3,427,750 237,618,484 5,820,897 377,880,959
(c) Goodwill 3,942,668 273,313,631 3,942,668 255,950,121
(d) Other intangible assets 3.1 - - 142,500 9,250,815
(e) Deferred tax assets 3.2 281,000 19,479,482 281,000 18,241,958
() Other non-current assets 3.3 605,479 41,973,049 1,708,261 110,896,888
Total Non-current assets 48,817,318 3,384,114,140 44,038,270 2,858,876,370
2 Current assets
(a) Inventories 34 5,227,321 362,368,351 5,275,063 342,446,570
(b) Financial assets
(i) Investments 3.5 1,007,408 69,835,537 450,000 29,213,100
(ii) Trade receivables 3.6 4,753,548 329,525,437 4,995,038 324,267,879
(iii) Cash and cash equivalents 3.7 4,008,587 277,883,265 6,781,991 440,273,305
(iv) Other receivables 3.8 - - 9,005 584,585
(c) Other current assets 3.9 504,748 34,990,133 513,167 33,313,795
Total current assets 15,501,612 1,074,602,723 18,024,264 1,170,099,234
TOTAL ASSETS 64,318,930 4,458,716,863 62,062,534 4,028,975,604
IIl. EQUITY AND LIABILITIES
1 Equity
(@) Equity share capital 3.10 836 51,362 685 41,111
(b) Other equity (refer statement of changes in equity) 27,415,506 1,900,504,250 16,584,901 1,076,661,985
Total equity 27,416,342 1,900,555,612 16,585,586 1,076,703,096
2 Non-Current Liabilities
(a) Financial liabiiities
(i) Borrowings 3.1 28,500,000 1,975,677,000 25,000,000 1,622,950,000
Total non-current llabilities 28,500,000 1,975,677,000 25,000,000 1,622,950,000
3 Current liabilities
(a) Financial liabilities
(i} Borrowings 3.12 - 15,875,000 1,030,573,250
(i) Trade payables
total outstanding dues of micro enterprises & 3.13 - - -
small enterprises
total outstanding dues of creditors other than 3.13 1,325,220 91,866,935 2,068,502 134,153,166
micro enterprises & small enterprises
(iiiy Other financial liabilities 3.14 6,090,606 422,212,982 908,307 58,965,511
(b) Other current liabilities 3.15 229,427 15,904,351 902,708 58,601,965
(c) Provisions 3.16 757,335 52,499,983 724,431 47,028,616
Total current liabilities 8,402,588 582,484,251 20,476,948 1,329,322,508
TOTAL EQUITY AND LIABILITIES 64,318,930 4.,458,716,863 62,062,534 4,028,975,604
Significant Accounting Policies 1B &2
Notes on Accounts 3
The accompanying notes are an integral part of Financial statement.
o
As per our attached report of even date e

or R.S.Sanghal & Associates
Chartered Accountants

[

Rajesh Dubey
Management Representative of Alkem Laboratories Ltd,

Membership Number; 036931
Place : Mumbai
Dated : 27th May, 2019




$ & B PHARMA INC, COSR)
FINANCIAL STATEMENTS

STATEMENT OF PROFIT AND LOSS FOR THE YEAR ENDED 31st MARCH 2019

i Note | Forthe Yearended| Forthe Year ended| Forthe Yearended| Forthe Year ended
Particulars No. 31st March, 2019 31st March, 2019 31st March, 2018 31st March, 2018
usp Rs. usD Rs.
1 Income
(a) Revenue from operations 3.17 25,470,314 1,774,213,918 27,654,138 1,781,180,674
(b) Other income 3.18 548,917 38,236,532 8,152 525,077
Total Income 26,019,231 1,812,450,450 27,662,290 1,781,705,751
2 Expenses
(@) Cost of materials consumed 3.19 5,326,127 371,007,932 5,451,225 351,108,996
(b) Changes in inventories of finished goods, stock-in- 3.20 669,739 46,652,752 434,679 27,997,315
trade and work-in-progress
(c) Employee benefits expenses 3.21 17,451,874 1,215,664,543 15,658,844 1,008,573,501
(d) Finance costs 3.22 1,395,023 97,174,654 1,006,759 64,844,521
(e) Depreciation and amortisation expense 3.1 4,147,741 288,923,792 2,529,036 162,893,192
() Other expenses 3.23 7,197,944 501,395,178 7.057,330 454,556,935
Total expenses 36,188,448 2,520,818,851 32,137,873 2,069,974,460
3 Profit before tax (1) - (2) (10,169,217) (708,368,401) (4,475,583) (288,268,709)
4 Tax expenses 3.32 - - = -
§ Profit for the period (3) - (4) (10,169,217) (708,368,401) (4,475,583) (288,268,709)
6 Other Comprehensive Income
(i) Foreign currency translation difference = 106,862,795 1,328,481
Total of other comprehenslve income for the period, - 106,862,795 1,328,481
net of tax
7 Total comprehensive Income for the period (5} + (6) (10,169,217) (601,505,606) (4,475,583) (286,940,228)
8 Basic and diluted earnings per share 3.28 (125.50) (8,742.16) (65.38) (4,211.13)
Signiflcant Accounting Policies 1B&2
Notes on Accounts 3

The accompanying notes are an integral part of Financial statement.

As per our attached report of even date
For R.S.Sanghai & Assoclates
artared Accountants

m's registration Number: 109094W

</ o\
&3 CHARTERED \%
5| AccounTants | 5
FPN-109094 W /71
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s AN L=

739.5anghai
Partner
Membership Number: 036931
Place : Mumbai

Dated : 27th May, 2019

Rajesh Dubey%WL

Management Representative of Alkem Laboratories Ltd




S & B PHARMA INC., COSK)
FINANCIAL STATEMENTS

STATEMENT OF CHANGES IN EQUITY FOR THE PERIOD ENDED 31ST MARCH, 2019

(a) Equity share capital

Balance at the beginning of the reporting period
Changes in equity share capital during the year
Balance at the end of the reporting period

{a) Equity share capital

Balance at the beginning of the reporting period
Changes in equity share capital during the year
Balance at the end of the reporting period

Note:

usD
As at 31st March, 2019 As at 31st March, 2018
No. of Shares Amount Mo. of Shares Amount
68,454 685 68,454 685
15,103 151 - -
83,557 836 68,454 685
Rs.
As at 31st March, 2019 As at 31st March, 2018
No. of Shares Amount No. of Shares Amount
68,454 41,111 68,454 41,111
15,103 10,251 - -
83,557 51,362 68 454 41,111

1. On 24 April 2018 and 24 May 2018, the parent sharehalder made two equity investments in the amount totaling $11,000,000 in exchange for 7,911 shares of the
Company's common stock, par value $.01 per share, ssued with a premium of $10,999,821. The proceeds receivad from the issuance of commaon stocks were utilized

to pay off bank loans.

2. On 28 June 2018, the Board of Directors adopted a resolution converting $9,999,973 of the parent shareholder's loan into 7,192 shares of the Company's common

stock, par value $.01 per share, with a share premium of $ 2,999,201

3. The share premium from both transactions totaling $20,999,822 was included in Additional Paid in Capital.

Other Equity

usp

Particulars

Reserves

& surplus

Other comprehensive
income

Security Premium

Retained Earnings

Foreign Currency

Total other equity

Translation Dlfference

Balance as at 1st Apnl, 2017 28,717,225 (7.656,741) 21,060,484

Total Comprehensive income for the year ended 31 March

2018

Profit / (loss) for the year - (4,475,583) (4.475,583)

QOther Comprehensive Income - - -

Balance as at 31st March, 2018 28,717,225 (12,132,324) - 16,584,901

Total Comprehensive Income for the year ended 31 March

2019

Profit | (loss) for the year - (10,169,217) - (10,169,217)

Other Camprehensive Income

Premium for issuing 7,192 shares 9,999,901 - 9,999,901

Premium for issuing 7,911 shares 10,999,921 . - 10,999,921

Balance as at 31st March, 2019 49,717,047 (22,301,541) - 27,415,506

Other Equity Rs.
Reserves & surplus Other gomprehenswe

Particulars INCome, Tota! other equity

Security Premium

Retained Earnings

Foreign Currency
Translation Difference

Balance as at 1st Aprl, 2017 1.850,571.530 (470,479,636) (16.489,680) 1.363,602,214
Total Comprehensive income for the year ended 31 March

2018

Profit for the year - (288,266,709) - (288,268,709}
Other Comprehensive Income - - 1,328,481 1,328,481

Balance as at 31st March, 2018 1,860,571,530 (758,748,345) (15,161,199) 1,076,661,986

Total Comprehensive income for the year ended 31 March

2019

Profit for the year ended 31st March, 2019 - (708,368,401) - (708,368,401)
Other Comprehensive Income 106,862,795 106,862,795

Premium for issuing 7,192 shares 684,693,197 - - 684,693,197

Premium forissuing 7,911 shares 740,654,673 - - 740,654,673
Balance as at the end of the reporting period 3,275,919,400 (1,467,116,746) 91,701,596 1,900,504,250

The Description of the nature and purpose of each reserve within equity:

Security Premium: Security premium represents premium on shares issued.

Retained Earnings: Retained earnings are the profits that the company has earned ]

As per our attached report of even date
For R.S.Sanghai & Associates
éﬁaﬂered Accountants

Firpn's registration M ber.! 109094W

A

V-I=

& Sanghal

Partner
Membership Number: 036931
Place : Mumbai

Dated : 27th May, 2019

Rajesh Dubey [

Management Representative of Alkem Laboratories Ltd

. less any transfers to general reserve, dividends paid to shareholders,




S & B PHARMA INC., Cusa)
FINANCIAL STATEMENTS

CASHFLOW STATEMENT FOR THE YEAR ENDED 31ST MARCH, 2019

Particulars Year ending 31st March, 2019 Year ending 31st March, 2018

USD Rs. usD Rs.
A. Cash Flow from Operating activities
Profit before Tax (10,169,217) (708,368,401) (4,475,583) (288,268,709)
Adjustments for :
Depreciation 4,147,741 288,923,792 2,529,036 162,893,192
L.oss an sale of property, plant and equipment 495,697 34,529,322 8,784 565,768
Bad Debts/Advances written off - - 190,627 12,278,121
Interest income (15,458) (1,076,756) (4,500) (289,810)
Interest expense 1,395,023 97,174,654 1,006,759 64,844,521
Operating profit before working capital changes (4,146,214) {288,817,390) (744,877) (47,976,917)
Adjustments for :
Inventories 47,742 3,325,645 (1,529,503) (98,514,058)
Trade receivable 241,491 16,821,788 2,234,194 143,902,642
Other current assets 17,424 1,213,751 (161,947) (10,430,891)
Trade payables (741,281) (51,636,257) 882,138 56,817,825
Other current liabilities 4,509,017 314,089,593 (743,885) (47,913,008)
Provision 32,904 2,292,034 44,688 2,878,301
Other non current assets 1,102,782 76,817,675 1,562,243 100,622,819
Net cash (used in) /generated from operating activities 1,063,865 74,106,840 1,543,051 99,386,713
B. Cash Flow from Investing activities
Purchase of property, plant and equipment (10,525,269) (733,170,298) (14,688,213) (984,575,520)
Interest received 15,458 1,076,756 4,500 289,810
Investment made in shares (557,408) (38,827,987) (450,000) (30,164,254)
Net cash (used in) /generated from investing activities (11,067,219) (770,921,529) (15,133,713) (1,014,449,964)
C. Cash Flow from Financing activities
Proceeds from long term borrowings 13,499,973 940,382,551 1,124,545 75,380,135
Proceeds from short term borrowings (15,875,000) (1,105,822,470) 9,875,000 661,937,787
Proceed frem issue of shares 11,000,000 766,239,192 - -
Interest paid (1,395,023) (97,174,654) (1,006,759) (67,484,729)
Net cash (used in) /generated from financing activities 7,229,950 503,624,619 9,992,786 669,833,193
Net increase/(decrease) in cash and cash equivalents (2,773,404) (193,190,070) (3,597,876) (245,230,058)
Cash and cash equivalents at the beginning of the year 6,781,991 440,273,305 10,379,866 672,063,094
Cash and cash equivalents at the end of the vear 4,008,587 247,083,235 6,781,990 426,833,037
Notes :
1) Cash and cash equivalents include :
Particulars As at 31st March, 2019 As at 31st March, 2018

UsbD Rs. usb Rs.
Cash and cash equivalents (Refer Note 3.7) 4,008,587 277,883,265 6,781,991 440,273,305
Exchange difference (Unrealised (Gain) / Loss) - (30,800,030} - (13,440,268)
Total 4,008,587 247,083,235 6,781,991 426,833,037

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

As per our attached report of even date
For R.S.Sanghai & Associates
Bparlemd Accountants

Firm's registration Number: 109094W

P
K/Iembership Number: 036931

Place : Mumbai
Dated : 27th May, 2019

Rajesh Dubey —

Management Representative of Alkem Laboratories Ltd,




S & B PHARMA INC.
NOTES TO THE FINANCIAL STATEMENTS FOR THE FINANCIAL YEAR ENDED 31ST MARCH, 2019

1A General Information

1B
1.1

1.

1.

N

(2

These financial statements are prepared solely for the purposes of consolidation by the holding company, Alkem Laboratories Ltd

SIGNIFICANT ACCOUNTING POLICIES:
Basis of preparation of FInancial Statements:
a) Statement of compliance

The financial statements of the Company as at and for the year ended 31st March, 2019 have been prepared in accordance with 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 and the relevant provisions of the Act.

The Financial statement are prepared in INR which is its presentation currency along with USD which is its functional currency.

b) Basis of preparatlon and presentation

The preparation of financial statements in accordance with Ind AS requires the use of certain critical accounting estimates. |t also requires management to
exercise its Judgement in the process of applying the Company's accounting policies. The areas involving a higher degree of judgement or complexity, or areas
where 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 affects only that period or in the period of the revision and future periods if the revision affects both current and future periods

The Company presents assets and liabilities in Balance Sheet based cn current/non-current classification.

An asset is classified as current when it is:

a) Expected to be realised or intended to be sold or consumed in normal operating cycle,

b) Held primarily for the purpose of trading,

¢) Expected to be realised within twelve months after the reporting period, or

d) Cash or cash equivalent unless restricted from being exchanged or used to settle a liability for atleast twelve months after the reporting period.

All other assets are classified as non-current.

A liability is classified as current when:

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

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

¢) it is due to be settled within twelve months after the reporting period, or

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

The Company classifies all other liabilities as non-current
Deferred tax assets and liabilities are classified as non-current assets and liabilities.

Property, plant and equipment (PPE)

Property, plant and equipment are recorded at cost and depreciated using the straight-line method over the estimated useful lives of the related assets, ranging
from 5 to 40 years. The cost comprises purchase price, borrowing costs and other directly related costs to bring the asset to its working condition for the
intended use. 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.

Intangible assets

Goodwill:

The Company accounts for goodwill in accordance with the accounting guidance which requires that goodwill be tested for impairment annually or on an interim
basis if events or circumstances indicate that the fair value of an asset has decreased below its carrying value, The Accounting Standards requires that
goodwill be tested for impairment at the reporting unit level. Application of the goodwill impairment test requires judgement, including the identification of
reporting units, assigning assets and [labilities to reporting units, assigning goodwill to reporting units, and determining the fair value. Significant judgement is
required to estimate the fair value of reporting units which includes estimating future cash flows, determining appropriate discount rates and other assumptions
Changes in these estimates and assumptions could materially affect the determination of fair value and/or goodwill impairment.

When testing goodwill for impairment, the Company may assess qualitative factors for some or all of its reporting units to determine whether it is more likely
than not (that is, a likelihood of more than 50 percent) that the fair value of a reporting unit is less than its carrying amount, including goodwill, Alternatively, the
Company may bypass this qualitative assessment for some or all of the reporting units and perform a detailed quantitative test of impairment (step 1}. If the
Company performs the detailed quantitative impairment test and the carrying amount of the reporting unit exceeds its fair value, the Company waould perform
an analysis (step 2) to measure such impairment, The Company performed a qualitative assessment to identify and evaluate evenls and circumstances to
conclude whether it was more likely than not that the fair value of the Company's reporting unit was less than its carrying amount. Based on the Company’s
qualitative assessments, the Company 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 than its carrying amount. In accordance with the Codification, the Company reviews the carrying value of its
intangibles and other long-lived assets for impairment at least annually or whenever events or changes in circumstances indicate that the carrying amount of an
asset may not be recoverable. Recoverability of long-lived assets is measured by comparing the carrying amount of the asset or asset Company to the
undiscounted cash flows that the asset or asset Company is expected to generate. If the undiscounted cash flows of such assets are less than the carrying
amount, the impairment to be recognized is measured by the amount by which the carrying amount of the asset or asset Company, if any, exceeds its fair
market value. No impairment was deemed to exist as at 31st March, 2019 and 2018.

Licensing Agreement - Net:

For the year ended 31 March 2018, included in intangible assels is the cost of a licensing agreement that allows the Company to use certain intellectual
property owned by an unrelated third party. The licensing agreement is used in conjunction with the development of certain products the Company
manufactures. Management adopted an amortization period based on the estimated useful life of the licensing agreement. Management believes a 5-year
period is an appropriate period to amortize the licensing agreement.

During the year ended 31 March 2019, management terminated certaln development projects that related to the licensing agreement. As a result, the rights
under the licensing agreements were abandoned. The unamortized costs was written-off as an expense as of 31 March 2019




S & B PHARMA INC.
NOTES TO THE FINANCIAL STATEMENTS FOR THE FINANCIAL YEAR ENDED 31ST MARCH, 2019
NOTE - 1B: SIGNIFICANT ACCOUNTING POLICIES: (Continued)

1.4 Financial Instruments

{a) Financial Assets
The carrying amounts reported in the balance sheet for cash and cash equivalents, accounts receivable and accounts payable and accrued expenses
approximate fair value based on the short term maturity of these instruments.

Fair value is defined as the price that would be received upon selling an asset or the price paid to transfer a liability on the measurement date. It focuses on
the exit price in the principal or most advantageous market for the asset or liability in an orderly transaction between willing market participants. A three-tier fair
value hierarchy is established as a basis for considering such assumptions and for inputs used in the valuation methodologies in measuring fair value. This
hierarchy requires entities to maximize the use of observable inputs and minimize the use of unobservable inputs.

The three levels of inputs used to measure fair values are as follows:-

Level 1:- Observable prices in active markets for identical assets and liabilities.
Level 2:- Observable inputs other than quoted price in markets for identical assets and liabilities.
Level 3:- Unobservable inputs that are supported by little or no market activity and that are significant to the fair value of the assets and liabilities

Cash and cash equivalents

The Company considers all highly liquid securities purchased with original maturities of three months or less to be cash equivalents, From time to time the
Company's cash account balances may be uninsured or in deposit accounts that exceed the Federal Deposit Insurance Corporation guarantee limit.
The Company reduces its exposure to credit risk by maintaining its cash deposits with major financial institutions and monitoring their credit ratings.

Reclassiflcation of flnancial assets

The Company determines classification of financial assets and liabilities on initial recognition. After initial recognition, no reclassification is made for financial
assets which are equity instruments and financial liabilities. For financial assets which are debt instruments, a reclassification is made only if there is a change
in the business model for managing those assets. Changes to the business model are expected to be infrequent. The Company's senior management
determines change in the business model as a result of external or internal changes which are significant to the Company's operations. Such changes are
evident to external parties. A change in the business model cccurs when the Company either begins or ceases to perform an activity that is significant to its
operations. If the Company reclassifies financial assets, it applies the reclassification prospectively from the reclassification date which is the first day of the
immediately next reporting period following the change in business model. The Company does not restate any previously recognised gains, losses (including
impairment gains or losses) or interest.

The following table shows various reclassifications and how they are accounted for
Revised
classification

Original classification Accounting treatment

Fair value is measured at reclassification date. Difference between previous amortized cost and fair value s

Amortised cost FVTPL recognised in statement of profit and loss.

. Fair value at reclassification date becomes its new gross carrying amount. EIR is calculated based on the
Pl Qlicigety new gross carrying amount
Amortised cost EVTOC! Fair value is measured at reclassification date. Difference between previous amortised cost and fair value is

recognised in OCI. No change in EIR due to reclassification.

Fair value at reclassification date becomes its new amortised cost carrying amount. However, cumulative
FVOCI Amortised cost gain or loss in OCl is adjusted against fair value. Consequently, the asset is measured as if it had always
been measured at amortised cost.

FVTPL FVTOCI Fair value at reclassification date becomes its new carrying amount. No other adjustment is required.

Assets continue to be measured at fair value. Cumulative gain or loss previously recognized in OCI is

e RVIIRE reclassified to statement of profit and loss at the reclassification date.




S & B PHARMA INC.
NOTES TO THE FINANCIAL STATEMENTS FOR THE FINANCIAL YEAR ENDED 31ST MARCH, 2019

NOTE -

(b)

(c)

1.5

1.6

1B: SIGNIFICANT ACCOUNTING POLICIES: (Continued)

Financial Liabilities
The Company determines the classification of its financial liabilities at initial recognition.

Classification
The Company classifies all financial liabilities as subsequently measured at amortised cost, except for financial liabilities at fair value through profit or loss.
Such liabilities, including derivatives that are liabilities, shall be subsaquently measured at fair value.

Initial recognition and measurement

Financial liabilities are classified, at initial recognition, as financial liabilities at fair value through profit or loss, loans and borrowings, payables, or as derivatives
designated as hedging instruments in an effective hedge, as appropriate

All financial liabilities are recognised initially at fair value and, in the case of loans and borrowings and payables, net of directly attributable transaction costs
The Company's financial liabilities include trade and other payables, loans and borrowings including bank overdrafts, financial guarantee contracts and
derivative financial instruments.

Financial liabilitles at fair value through profit and loss

Financial liabilities at fair value through profit and loss include financial liabilities held for trading. The Company has not designated any financial liabilities upon
initial recognition at fair value through profit and loss. Financial liabilities are classified as held for trading if they are acquired for the purpose of repurchasing in
the near term. Derivatives are classified as held for trading unless they are designated as effective hedging instruments. At initial recognition, the Company
measures financial liabilities at its fair value. Financial liabilities at fair value through profit and loss are carried in the Balance Sheet at fair value with changes
recognised in the Statement of Profit and Loss.

Financial liabilities measured at amortised cost

Financial liabilities are initially recognised at fair value, net of transaction cost incurred and are subsequently measured at amortised cost, using the EIR
method. Any difference between the proceeds net of transaction costs and the amount due on settlement or redemption of borrowings is recognised over the
term of the borrowing.

The effective interest method is a method of calculating the amortised cost of a debt instrument and of allocating interest charge over the relevant effective
interest rate period. The effective interest rate is the rate that exactly discounts estimated future cash outflow (including ali fees and points paid or received that
form an integral part of the effective interest rate, transaction costs and other premiums or discounts) through the expected life of the debt instrument, or,
where appropriate, a shorter period, to the net carrying amount en initial recognition,

Derecognltion of financial liabillties

A financial liability is derecognised when the obligation under the fiability is discharged or cancelled or expires. When an existing financial liability is replaced by
another from the same lender on substantially different terms, or the terms of an existing liability are substantially modified, such an exchange or modification is
treated as a derecognition of the original liability and the recognition of a new liability, and the difference in the respective carrying amounts is recognised in the
Statement of Profit and Loss.

Offsetting financial instruments

Financial assets and liabilities are offset and the net amount reported in the Balance Sheet when there is a legally enforceable right to offset the recognised
amounts and there is an intention to settle on a net basis or realise the asset and settle the liability simultaneously. The tegally enforceable right must not be
contingent on future events and must be enforceable in the normal course of business and in the event of default, insolvency or bankruptcy of the company or
the counter party.

Inventorles:

Raw materials are stated at the lower of cost or market and determined by the first-in, first-out method (FIFO). The work-in-progress and finished goods
portion of inventory, which include allocation of labour and overhear based on estimates, are stated at the lower of cost or market and determined using the
average cost method.

Revenue Recognition:

Effective April 1, 2018, the Company has applied Ind AS 115 Revenue from Contracts with Customers which establishes a comprehensive framework for
determining whether, how much and when revenue is to be recognised. Ind AS 115 replaces Ind AS 18 Revenue. The impact of the adoption of the standard
on the financial staternents of the Company is insignificant

a) Revenue from sale of goods is recognised when control of the goods are transferred to the customer at an amount that reflects the consideration to which
the Company expects to be entitled in exchange for those goods. The Company assesses promises in the contract that are separate performance obligations
to which a portion of transaction price is allocated.

Revenue Is measured at fair value of the consideration received of receivable, after deduction of any trade discounts, allowances and any taxes or duties
collectad on behalf of the government such as goods and services tax, eic. Accumulated experience is used to estimate the provision for discounts, probable
saleable and non-saleable return of goods from the customers. Revenue is only recognised to the extent that it is highly probable a significant reversal will not
occur.

b) Revenue (including in respect of insurance or other claims, etc.) is recognised when it is reasonable to expect that the ultimate collection will be made.

c) Interest income is recognized using the effective interest rate (EIR) method.
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1.8

1.9

1B: SIGNIFICANT ACCOUNTING POLICIES: (Continued)

Foreign currencies
I. Foreign currency transactions

Transactions in foreign currencies are translated into the respective functional currency of the Company at the exchange rates at the dates of the transactions.
The functional and presentation currency of the Company is United States Dollar .

Monetary assets and liabilities 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, Foreign 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 differances arising from the transiation of the following items are recagnised in OCI:

+ equity invesiments measured at fair value through other comprehensive income (except on impairment, in which case foreign currency differences that have
been recognised in OCl 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.

ii. Foreign Operations:

The assets and liabilities of foreign operations, and fair value adjustments arising on acquisition, are translated into Indian Rupees at the exchange rates at the
reporting date.

The income and expenses of foreign operations are translated into Rs. at the exchange rates at the dates of the transactions or an average rate if the average
rate approximates the actual rate at the date of the transaction.

Foreign currency differences are recognized in OCI and accumulated in the translation reserve.

When a farelgn operation Is disposed of in its entirety or partially, the cumulative amount in the transiation reserve related to that foreign operation is
reclassified to profit or loss as part of the gain or loss on disposal.

Taxes on Income:

The Company accounts for income taxes pursuant to the asset and liability method which requires deferred tax assets and liabilities to be computed annually
for temporary differences between the financial statement and tax bases of assets and liabilities that will result in taxable or deductible amounts in the future
based on enacted tax laws and rates applicable to the periods in which the differences are expected to affect taxable income. Valuation allowances are
established when necessary to reduce deferred tax assets to the amount expected to be realized. The income tax provision or benefit is the tax payable or
refundable for the period plus or minus the change during the period in deferred tax assets and liabilities.

The Financial Accounting Standards Board ('FASET), ASC Topic 740, prescribes a comprehensive model for the financial statement recognition,
measurement, presentation and disclosure of uncertain tax positions faken or expected to be taken in income tax returns. The guidance also provides
direction on derecognition, classification, interest and penalties, accounting in the interim periods, disclosure and transition.

Guidance is given regarding the presentation of an unrecognized tax benefit when a net operating loss carry forward or similar tax loss, or a tax credit carry
forward exists. Consistent with such guidance, the Company is recognizing deferred tax assets and liabilities to the extent of estimated future anticipated tax
benefits (assets) or costs (liabilities). The recognition of the deferred tax asset and liabllity is adjusted for an estimated allowance hased on projected
realizability, As such, given management's uncertainty about when future income will be generated to utilize the carry forward tax benefits, no tax benefit
provision for net deferred tax assels were recorded for the years ended 31 March 2019 and 2018, As at 31st March, 2019 and 2018, no liability for
unrecognized tax benefits was required to be reported. The Company'’s policy is to classify assessments, if any, for tax related interest as interest expense
and penalties as selling, general and administrative expenses, The estimated benefit portion stemming from net operating losses and unused tax credits is
shown as a deferrad tax asset. The future anticipated costs are shown as deferred tax liabilities.

The beneficial tax positions taken or expected to be taken in the Company's income tax returns is recognized in the financial statements if such positions are
more likely than not of being sustained.

Borrowing Costs:
Borrowing cests are Interest and other costs Incurred by the Company in connection with the borrowing of funds. Borrawing costs directly attributable to

acquisition or construction of those Property, plant and equipment which necessarily take a substantial period of time to get ready for their intended use are
capitalised, Other borrowing costs are recognised as an expense in the Statement of Profit and Loss of the period in which they are incurred

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

Use of Estimates

The preparation of the financial statements in conformity with generally accepted accounting principles requires management to make estimates and
assumptions that affect the amounts reported in the financial statements and the accompanying notes. The most significant estimates relate to percentage-of-
completion method of accounting for service contracts, and the fair value of long lived assets, intangible assets and goodwill. Actual results could differ from
those estimates
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Note 2: Critical accounting judgements and key sources of estimation uncertainty

The Company 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 Company's financial position and results. The Directors are required to adopt those accounting policies most appropriate to the
Company'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 reperted results or net asset position of the Company 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 estimates and, accordingly, provide an explanation of
each below. The discussion below should also be read in conjunction with the Company’s disclosure of significant accounting policies which are provided in note 1B
to the financial statements, 'Significant accounting policies'.

Estimate of current and deferred tax

The Company's tax charge on ordinary activities is the sum of the total current and deferred tax charges. The calculation of the Company's total tax charge
necessarily involves a degree of estimation and judgement in respect of certain items whose tax treatment cannot be finally determined until resolution has
been reached with the relevant tax authority or, as appropriate, through a formal legal process. The final resolution of some of these items may give rise to
material profits/losses and/or cash flows.

The complexity of the Company's structure makes the degree of estimation and judgement more challenging. The resolution of issues is not always within the
control of the Company and it is often dependent on the efficiency of the legal processes in the relevant taxing Jurisdictions in which the Company operates.
Issues can, and often do, take many years to resolve. Payments in respect of tax liabilities for an accounting period result from payments on account and on
the final resolution of open items. As a result there can be substantial differences between the tax charge in the Statement of Profit and Loss and tax
payments.

Recognition of deferred tax assets

The recognition of deferred tax assets is based upon whether it is more likely than not that sufficient and suitable taxable profits will be available in the future
against which the reversal of temporary differences can be deducted. To determine the future taxable profits, reference is made to the latest available profit
forecasts. Where the temporary differences are related to losses, relevant tax law is considered to determine the availability of the losses to offset against the
future taxable profits.

Estimation of useful life

The useful life used to amortize or depreciate 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 after determining an estimate of an asset's expected usefut 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 useful lives and residual values of Company'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.

Provision for trade and other receivables

Trade and other receivables are stated at their amortized 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.

Provislons and contingent llabilities

The Company exercises judgement in measuring and recognizing provisions and the exposures to contingent liabilities related to pending litigation or other
outstanding claims subject to negotiated settiement, 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 uncertainty in this evaluation process, actual losses may be different from the originally estimated provision
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S & B PHARMA INC.
NOTE - 3: NOTES TO THE FINANCIAL STATEMENTS FOR THE FINANCIAL YEAR ENDED 31ST MARCH, 2019

As at As at As at As al
Particulars 31st March, 2019 31st March, 2019|  31st March, 2018 31st March, 2018
usD Rs. UsSD Rs.
3.2 : DEFERRED TAX ASSETS
|(;))tshsf_ars‘)l'|m|ng Differences ( Carried Forward business 281,000 19,479,482 281,000 18,241,958
TOTAL 281,000 19,479,482 281,000 18,241,958
3.3 : OTHER NON-CURRENT ASSETS:
Capital Advances 605,479 41,973,049 1,708,261 110,896,888
TOTAL 605,479 41,973,049 1,708,261 110,896,888
3.4 : INVENTORIES:
Raw and packing materials 3,663,070 253,931,325 3,041,073 197,420,390
Work-in-progress 1,405,777 97,451,284 973,388 63,190,392
Finished goods 158,474 10,985,742 1,260,602 81,835,788
TOTAL 5,227,321 362,368,351 5,275,063 342,446,570
3.5 : INVESTMENTS:
Investment - publicly traded (500,000 shares) (1) 450,000 31,194,900 450,000 29,213,100
Investment - non-publicly traded (460,000 shares) (2) 557,408 38,640,637 - =
TOTAL 1,007,408 69,835,637 450,000 29,213,100

Note:
1. Investment assets consist of 500,000 shares of publicly traded stock of a pharmaceutical company. For the year ended 31 March 2019, the securities are reported at

their approximate fair market value based on market prices in an active market. Management classifies the securities as available-for-sale where any unrealized gain or
loss is included in other comprehensive income. For the year ended 31 March 2018, the investment asset would normally be reported at fair market value based on
quoted market price in an active market. The securities are valued using Level 1 measurement inputs. Under the terms of a subscription agreement between the
Company and the issuer of the shares, the shares are subject to a six month trading restriction period which expires in June 2018. Because of the six month trading
restriction on the asset at 31 March 2018, the fair market value of the security was deemed to equal to cost until the restriction laps.

2. The investment resulted from the conversion of the unpaid portion of customer account receivable into the equity shares of the debtor. The investment asset is

reported at fair market
value using Level 3 measurement inputs which is approximately equal to the cost of the security.

3.6 : TRADE RECEIVABLES:

Considered good - Unsecured 4,753,548 329,525,437 5,079,349 329,741,181
Considered doubtful 78,200 5,420,980 129,077 8,379,421
Less: Loss allowances (78,200) (5,420,980) (213,388) (13,852,722)

4,753,548 329,525,437 4,995,038 324,267,879
Note

Related party receivable CY USD 2,641,521
Rs. 183,115,485 (PY USD 1,586,669 Rs. 103,003,375)
(refer note 3.31)

TOTAL 4,753,548 329,525,437 4,995,038 324,267,879




S & B PHARMA INC.

NOTE - 3: NOTES TO THE FINANCIAL STATEMENTS FOR THE FINANCIAL YEAR ENDED 31ST MARCH, 2019

As at As at As at As at
Particulars 31st March, 2019 31st March, 2019  31st March, 2018 31st March, 2018
UsD Rs. USD Rs.
3.7 : CASH AND CASH EQUIVALENTS:
Cash on hand 809 56,048 800 51,934
Balance with Banks:
In Current Accounts 3,881,491 269,072,698 4,650,261 301,885,627
In deposit account less than 3 months 126,288 8,754,519 2,130,930 138,335,744
TOTAL 4,008,588 277,883,265 6,781,991 440,273,305
3.8 : OTHER RECEIVABLES:
Security Deposits - - 9,005 584,585
TOTAL - - 9,005 584,585
3.9 : OTHER CURRENT ASSETS:
Prepaid Expenses 504,748 34,990,133 513,167 33,313,795
TOTAL 504,748 34,990,133 513,167 33,313,795
3.10 : EQUITY SHARE CAPITAL:
Authorised:
500,000 Equity Shares of USD 0.01/- each
(Previous Year 500,000 Equity Shares of USD 0.01/- each) 5,000 3,200,055 51000 3,200,055
5,000 3,200,055 5,000 3,200,055
ISSUED, SUBSCRIBED & PAID-UP :
83,557 Equity Shares of USD 0.01/- each out of which 12,898 shares
issued for a consideration other than cash) =8 51,362 685 Al
(Previous year 68,454 Equity Shares of USD 0.01/- each out of which 5,706
shares issued for a consideration other than cash)
TOTAL 836 51,362 685 41,111
(a) Reconciliation of the number of equity shares outstanding at the beginning and at the end of the period:
As at As at
Particulars 31st March, 2019 31st March, 2018
Number usb Number usD
At the commencement of the year 68,454 685 68,454 685
Addition during the year 15,103 151 - -
At the end of the year 83,557 836 68,454 685

{b) Details of shareholders holding more than 6% shares in the Company:

As at 31st March, 2019

As at 31st March, 2018

Name of the shareholders: Number of Percentage of| Number of Percentage of
Shares Holding Shares Holding
Alkem Laboratories Limited 83,557 100.00% 68,454 100,00%
As at As at As at As at
Particulars 31st March, 2019 31st March, 2019|  31st March, 2018 31st March, 2018
usD Rs. usb Rs.
OTHER EQUITY

Security Premium 49,717,047 3,275,919,400 28,717,225 1,850,571,530

Retained Earnings:
At the commencement of the period/year (12,132,324) (758,748,346) (7,656,741) (470,479,637)
Add: Profit for the period/year (10,169,217) (708,368,401) (4,475,583) (288,268,709)

Other Comprehensive Income:
At the commencement of the period/year
Add: Profit for the period/year

(22,301,541)

(1,467,116,747)

(12,132,324)

(758,748,346)

At the end of the period/year

- (15,161,199) - (16,489,679)
- 106,862,795 1,328,481
- 91,701,596 - (15,161,199)

TOTAL

27,415,506

1,900,504,250

16,584,901

1,076.661.985




S & B PHARMA INC.

NOTE - 3: NOTES TO THE FINANCIAL STATEMENTS FOR THE FINANCIAL YEAR ENDED 31ST MARCH, 2019

As at As at As at As at
Particulars 31st March, 2019 31st March, 2019|  31st March, 2018 31st March, 2018
usD Rs. uspD Rs.

3.11 : NON-CURRENT BORROWINGS:

Unsecured:

Loans and Advances from related parties - - 10,000,000 649,180,000
Loan from Citibank 28,500,000 1,975,677,000 15,000,000 973,770,000
TOTAL 28,500,000 1,975,677,000 25,000,000 1,622,950,000

Notes:

1. The Company has two credit facilities with its Parent company that allow the Company to obtain periodic borrowings on an as needed basis, Interest is calculated
and accrued at 7% and 5% per annum. The balance represents the unpaid balance at 31st March 2019 and 2018, respectively. No principal payments are required On
28th June 2018, the loan balance of USD 10,000,000 was converted to 7,192 shares of the Company's common stock.

2. USD 12,500,000 is due and payable on 15th August 2022, net of short term loan payable of USD 2,500,000 due on 15th February 2020. The outstanding principal
balance of the loan shall be repaid in 6 equal semiannual installments beginning 15/02/2020. Quarterly interest only payments are required on the note until maturity at
a variable rate equal to 1.25 percentage points over the 1-month LIBOR rate. The applicable monthly LIBOR rate at March 31, 2019 and 2018 was 2.4898% and
1.8175%, respectively.

3. USD 16,000,000 is due and payable on 7th December 2023. The outstanding principal balance of the loan shall be repaid in 6 equal semi-annual installments
beginning 07/06/2021. Quarterly interest only payments are required on the note until maturity at a variable rate equal to 1.25 percentage points over the 1-month
LIBOR rate. The applicable monthly LIBOR rate at March 31st, 2019 was 2.4898%.

4. The Citibank loan is secured by a letter of credit acquired by Alkem Laboratories, Ltd. (parent company) for the principal amount of the loan. The stand-by letter of
credit fees paid by the parent company and reimbursed by The Company is approximately USD 337,000, which is included in the bank charges.

As at As at As at As at
Particulars 31st March, 2019 31st March, 2019 31st March, 2018 31st March, 2018
Usb Rs. Usb Rs.

3.12 : CURRENT BORROWINGS:
Secured

Loans from Citibank - Current - - 15,875,000

1,030,573,250

15,875,000 1,030,573.250

TOTAL - -

Notes:
1. The Company has a line of credit with Citibank expiring on 19th April, 2019, which provides for secured borrowings of up to USD 3,975,000. The loan was renewed
subsequent to the year and expires March 2020, Interest payments are required at a variable rate equal to 1.25 percentage points over the monthly LIBOR rate at both
31/03/2019 and 31/03/2018. The monthly LIBOR rate at March 31st, 2019 and 2018 was 2.4898% and 1.8175%, respectively The balance outstanding as at 31st
March, 2019 was USD 3,000,000. As stated in note 3.29 - subsequent events, the loan was renewed in April 2019

2. USD 2,500,000 is due and payable on 15th February, 2020. Quarterly interest only payments are required at a variable rate equal to 1.25 percentage point over the
1-month LIBOR rate at 31/03/2019. The applicable monthly LIBOR rate at March 31st, 2018 was 2.4898%.

3, USD 5,950,000 was due and paid on 30th April, 2018 and became short term fiability as of 31st March, 2018. Quarterly interest only payments are required at a
variable rate equal to 1.25 percentage points over the LIBOR rate.

4. USD 9,925,000 was due and paid on 20th September, 2018 and became short term liability as of 31st March, 2018. Quarterly interest only payments are required at
a variable rate equal to 1,25 percentage points over the LIBOR rate.

5 The Citibank loan are secured by a letter of credit acquired by Alkem Laboratories, Ltd. (parent company) for the principal amount of each loan.
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. As at As at As at As at
P |
I 31stMarch, 2018|  31st March, 2019|  31stMarch, 2018| 31t March, 2018
usbD Rs. USD Rs.
3.13 : TRADE PAYABLES:
total outstanding dues of micro enterprises & small
enterprises = - - -
total outstanding dues of creditors other than micro
enterprises & small enterprises 1,325,220 91,866,935 2,066,502 134,153,166
TOTAL 1,325,220 91,866,935 2,066,502 134,153,166
3.4 : OTHER FINANCIAL LIABILITIES
Current maturities of long term borrowings (Refer Note 3.11 and 3.12) 5,500,000 381,271,000 A
Accrued Interest on due to related party - - 68,444 4,443,261
Interest accrued but not due on borrowings 119,034 8,251,699 172,188 11,178,101
Employee payables 382,563 26,520,027 383,305 24,883,402
Accrual for Expenses 89,009 6,170,256 284,370 18,460,748
TOTAL 6,090,606 422,212,982 908,307 58,965,512
3.15 : OTHER CURRENT LIABILITIES:
Due to statutory authorities* 125,069 8,670,048 101,571 6,593,789
Advances from customers 104,358 7,234,304 801,136 52,008,176
* Statutory dues payable includes property tax payable and payroll tax
payable
TOTAL 229,427 15,904,352 902,707 58,601,965
3.16 : CURRENT PROVISIONS:
Provision for employee benefits:
Gratuity (Refer Note 3.25) 84,738 5,874,233 89,388 5,802,878
Compensated absences 672,597 46,625,750 635,043 41,225,738
TOTAL 757,335 52,499,983 724,431 47,028,616
Particulars For the Year ended| Forthe Year ended| For the Year ended| For the Year ended
31st March, 2019 31st March, 2019 31st March, 2018 31st March, 2018
uUsSD Rs. Usbh Rs
3.17 : REVENUE FROM OPERATIONS:
Sale of products (including excise duty) 25,335,126 1,764,796,947 27,654,138 1,781,180,674
Other operating revenues:
Miscellaneous income / receipts 135,188 9,416,972 -
TOTAL 25,470,314 1,774,213,919 27,654.138 1,781,180,674
3.18 : OTHER INCOME:
Interest on bank deposits 15,458 1,076,756 4,500 289,810
Liabilities written back 533,459 37,159,776 - -
Other Income - . 3,653 235,267
TOTAL 548,917 38,236.532 8,153 525,077
3.19 : COST OF MATERIALS CONSUMED
Raw material consumed 5,326,127 371,007,932 5,451,225 351,108,996
TOTAL 5,326,127 371,007,932 5,451,225 351,108,996
3.20 : CHANGES IN INVENTORIES OF FINISHED GOODS,
WORK-IN-PROGRESS AND STOCK-IN-TRADE:
Opening Stock:
Finished goods 1,260,602 81,835,788 209,265 13,549,237
Work-in-progress 973,388 63,190,392 2,459,404 159,238,550
2,233,990 145,026,180 2,668,669 172,787,787
Less: Closing stock:
Finished goods 158,474 10,985,742 1,260,602 81,835,788
Work-in-progress 1,406,777 97,451,284 973,388 63,190,392
1,564,251 108,437,026 2,233,990 145,026,180
Exchange rate difference - 10,063,598 - 235,708
TOTAL 669,739 46,652,752 434,679 27,997,315
3.21 : EMPLOYEE BENEFITS EXPENSE:
Salaries, wages and bonus 15,245,000 1,061,937,828 13,491,424 868,971,746
Contribution to provident and other funds 446,403 31,095,623 412,129 26,544,890
Employees' welfare expenses 1,760,471 122,631,092 1,755,291 113,056,865
TOTAL 17,451,874 1,215,664,543 15,658,844 1,008,573,501
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For the Year ended| For the Year ended| For the Year ended| For the Year ended
Particulars p 31st March, 2019 31st March, 2019|  31st March, 2018 31st March, 2018
usD Rs. usD Rs
3.22 : FINANCE COST:
interest on borrowings * 1,010,786 70,409,407 663,300 42,722,621
Other borrowing cost 384,237 26,765,247 343,459 22,121,900
* [nteresl on borrowings above is net of interest capitalised to construction
in process amounting to USD 180,000 Rs. 12,538,460 (PY USD 275,000
Rs. 17,712,528)
TOTAL 1,395,023 97,174,654 1,006,759 64,844,521
3.23 : OTHER EXPENSES:
Power and fuel 780,355 54,358,079 818,809 52,738,842
Rent 350,903 24,443,243 344,908 22,215,256
Rates and taxes 1,283,591 89,412,504 1,522,937 98,091,155
Insurance 337,417 23,503,864 261,762 16,859,896
Marketing and promotions - - 1,939 124,894
Selling and distribution expenses 45,398 3,162,329 36,788 2,369,488
Legal and professional Fees 568,128 39,574,713 451,278 29,066,431
Commission and cash discount 91,039 6,341,587 262,369 16,898,995
Travelling and conveyance 130,894 9,117,817 94,237 6,069,730
Repairs:
- Buildings 637,331 44,395,245 747,768 48,163,129
- Plant and machineries 497,817 34,676,974 193,819 12,483,699
- Others 225,294 15,693,540 155,533 10,017,763
Loss on sale of fixed assets (net) 495,697 34,529,322 8,784 565,768
Communication and printing expenses 86,802 6,046,492 71,379 4,597,484
Clinical and analytical charges 19,825 1,380,972 165,453 10,656,668
Bad Debts/Advances written off - - 190,627 12,278,121
License, registration & technology fees 762,734 53,130,580 648,762 41,657,389
Royalty Expenses 348,159 24,252,097 539,769 34,766,085
Office expenses 187,780 13,080,375 228,049 14,688,450
Miscellaneous expenses 348,781 24,295,446 314,360 20,247,695
TOTAL 7,197,945 501,395,178 7,057,330 454,556,938
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3.24 Contingent Liabilities and Commitments

a) Contingent liabilities not provided for

Customer Agreement

The Company entered into a five-year supply commitment agreement with a customer, expiring 31st December, 2021 to exclusively manufacture and supply
a pharmaceutical product at a predetermined selling price subject to providing minimum annual quantities of the product. The agreement contains several

production covenants.

In the event that the Company is not in compliance with the covenants, the Company is required to reimburse the customer for all out-of-pocket expenses

associated with the noncompliance up to a predetermined amount.

As at 31st March 2019, the Company was in compliance with the covenants.
Sales Collaboration

The Company has various sales collaboration agreements with Snow Chemicals LLC, whereby Snow receives commissions on specified relevant sales and
service contracts. Commissions are accrued and expensed when due and payable. A recent sale of AP| related to a collaboration agreement with Snow
Chemical resulted in a commission due of $91,039. This amount has been included in trade payable at 31 March 2019 and payment was subsequently made

in April 2019.
b) Commitments

Sr.No. |Particulars 31st March, 2019 31st March, 2018
As at 31st March, 2019, the Company ordered USD 1,271,553 of equipment for which it has paid USD 666,074 2,374,518

(505,479, with a commitment due of USD 866,074,

(i[The Company is currently engaged in research and development contracts to develop a formulation of a
generic pharmaceutical product. The Company does not anticipate incurring additional expenses during the
next 12 months for these outside research and development contractual agreements. The agreements are 19,825
cancelable with 30 days' notice, For the years ended 31 March 2019 and 2018, the Company incurred research
and development costs of USD 19,825 and USD 165,453, respectively

165,453

3.25 Retirement Plan
iy Defined contribution plans:

The Company sponsors a 401 (k) profit sharing plan that covers eligible employees at its Norac Pharma location. The profit sharing portion of the plan
provides for discretionary contributions to eligible employees based on a percentage of total compensation, which is reviewed and determined annually For

the years ended
31st March, 2019 and 2018, the Company’s contributions to the plan were USD 365,734 (Rs. 25,353,412) and USD 318,662 (Rs. 20,686,900),
Of these amounts, USD 84,738 (Rs. 5,874,208) and USD 89,388 (Rs. 5,802,890) were accrued and not paid as at 31st March, 2019 and 2018.

respectively.

The Company sponsors a 401(k) plan that covers eligible employees at its Alkem-St. Louis location which provides for voluntary salary deferrals for eligible

employaes. The Company matches half (50%) of the employee’s elective deferral up to 5% of eligible earnings, or a 2.5% maximum matching contribution.
For
the years ended 31st March, 2019 and 2018, the Company'’s matching contributions accrued and paid were USD 109,836 (Rs. 7,614,051) and USD 93,467
(Rs, 6,067,691), respectively.
3.26 The Company leases certain equipment and storage under non-cancellable operating leases expiring through December 2021.

Particulars 31st March, 2019

uso Rs.
Lease Rent expense 350,903 24,443,243
Total 350,903 24,443,243

31st March, 2018

Particulars UsD R
Lease Rent expense 344,908 22,215,256
Total 344 908 22,215,256
The future minimum lease payments in respect of the non cancellable lease agreements as on the year end is as below:
particulars 31st March, 2019

uUso Rs.
Not later than one year 240,194 16,731,460
Later than one year but not later than five years 787,991 54,889,962
Later than five years - -
Total 1,028,185 71,621,422

31st March, 2018

Particulars

UspD Rs,
Not later than one year 227,145 14,630,226
Later than one year but not later than five years 920,828 59,309,787
Later than five years 15,379 990,549
Total 1,163,352 74,930,562
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3.27

3.28

HE FINANCIAL YEAR ENDED 31ST MARCH, 2019

Research and experimental costs related to both future and present products are expensed as incurred. For the year ended 31st March 2019 and 2018,

research and development costs were USD 19,825 and USD 165,453, respectively.

Earnings per share (EPS)

UsD
N Year ended Year ended
particulars 31st March, 2018 31st March, 2018
Profit /(loss) after tax attribuiable to equity shareholders UsDh A (10,169,217) {4,475,583)
Number of equity shares at the beginning of the year Nos. 68,454 68,454
Equity shares issued during the period Nos. 15,103 -
Number of equity shares outstanding at the end of the year Nos. 83,557 68,454
Weighted average number of equity shares outstanding during the year Nos. B 81,029 68,454
Basic and diluted earnings per equity share Uso (A B) {125.50) (65.38)
Rs.
Year ended Year ended
Particulars 31st March, 2019| 31st March, 2018
Profit /({loss) after tax attributable to equity shareholders Rs. A (708,368,401) (288,268,708)
Number of equity shares at the beginning of the year MNos, 68,454 68,454
Equity shares issued during the period Nos. 15,103 -
Number of equity shares outstanding at the end of the year Nos. 83,557 68,454
Weighted average number of equity shares outstanding during the year Nos. B 81,029 68,454
Basic and diluted earnings per equity share (Rs) - Rs. (A/B) (8,742.16) (4,211.13)

Subsequent events

The Company has evaluated subsequent events through 20th May, 2019 which is the date the financial statements were available to be issued.

On 28th April, 2019 the Company renewed a line of credit for USD 3,975,000 (Rs. 275,554,950)
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3.30 Segment Reporting

The Company is in the pharmaceutical business. As the Company has a single reportable segment, the segment wise disclosure requirements of Ind AS 108 on
Operating Segment is not applicable. In compliance to the said standard, entity-wise disclosures are as under :

31st March, 2019 31st March, 2018
Sr |Partlculars ————,—‘“—USD Rs. USD Rs.
a) |Revenues from sale of products from external customers attributed to the country of
domicile and attributed to all foreign countries from which the company derives
revenues
Revenue from the Country of Domicile- USA 15,554,203 | 1,083,476,386 18,198,666 | 1,172,161,351
Revenue from foreign countries 9,916,111 690,737,532 9,455,472 609,019,323
Total 25,470,314 | 1,774,213,918 | 27,654,138 1,781,180,674

b) The external revenue from customers exceeding 10% of total revenue are as follows:
Related parties Alkem Laboratories Ltd. and Ascend Laboratories LLC accounted for 39% of revenues, or USD 9,916,111 (Rs. 690,737,534) and 22% of
revenues, or USD 5,467,175 (Rs. 380,833,068), respectively. Additionally, one other customer of Norac's commercial products accounted for revenues of USD
6,621,187 (Rs. 4,61,219,361), or 26% of revenues.
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1.31 Information on related party transactions as required by Indian Accounting S

31st March, 2019

List of related parties and their relationship

tandard 24 (Ind AS 24) on related party disclosures for the year ended

A Company whose control exists
Mame of the Company Country of Incorporation
Alkemn Laboratories Lid, India
B Fellow Subsidiaries
Name of the Companies County of Incorporation
Cachet Pharmaceuticals Pvt. Ltd India
Indchemie Health Speciallties Pvt. Ltd. India
Enzene Biosciences Lid. India
Alkem Foundation India
The Pharmanetwork, LLC (wholly owned subsidiary of S & B holdings B.V.) United States of America
Ascend Laboatories, LLC (wholly owned by The Pharma Network, LLP) United States of America
Pharmacor Pty Limited Australia
Ascend Laboratories (UK) Ltd. United Kingdom
S & B Holdings B.V Netherlands
Alkem Laboratories (PTY) Limited South Africa
Ascend Laboratories Ltd Canada
The Pharrma Netwark, LLP Kazakhstan
Ascends Laboratories SpA Chile
Fharma Network SpA (Wholly owned by Ascend Laboratories Spa) Chile
Alkem Laboratories Corporation Philippines
Ascend GmbH (formerly known as Alkem Pharma GribH) Germany
Ascends Laboratories SDN BHD. Malaysia
Alkem Laboratories Korea Inc Korea
Pharmacor Lid. Kenya
Alkem Laboratories (NIG) Limited (Liguidated on Gth May 2018) Nigeria
C Key Managerial Personnel ("KMP")
Name of the KMP Designation
Mr. Sandeep Singh Director,
Mr. Amit Ghare Director
Mr. Michael Kent Gorman Director
Mr. Richard Roland Green Director
Mr. Daniel Levin Director
Mr. Lester Stephen Ordway Director
Details of Transactions with Related Parties
Sr. |Particulars Holding Company Fellow subsidiaries
No. usp Rs. usD Rs.
1 |Loans converted to Equity A9 EE3;690121 = )
2 |Interest expense on loans taken STT.E5E 2gientns ) )
(292,240) (18,822,942) - -
: . 9,916,111 690,737,532 - -
3 |Analytical and development services( Sales) (9,455 472) (609.019,323) )
4 |lssue of Share Capital (including securities premiumy) 11,000,000 E0;EE0;000 = B
- - 5,467,175 380,833,056
5, |[Fate of products . - (6,613,570) (425,074.694)
6 |Cost of materials consumed 298 20,758 = -
] 348,169 24,252,097
6 |Royalty paid (539,769) (34,766,085) : -
f 168,430 11,732,531 = 5
7 |Bank guarantee reimbursement charges (111.307) (7.169.203) ) }
8 |Reimbursement of expenses received from (79.167) (5,099,082) )
9 |Reimbursement of expenses by made to (124.137) (7.995.564) A i
Balance due from / to the related Parties
Sr. 7 Holding Company Fellow subsidiaries
No, |Particulars usD Rs. USD Rs.
1 |Trade Receivable 2,641,521 183,115,485 769,421 53,337,794
(1,586,669) (103,003,375) (1,393,769) (90,480,696)
2 |Trade payable 336,7~88 23,346,8_27
2| |[Borrowings (10,000,000) (649,179,987) = .
—m | - -
AL
3 |Interest Payable y 6&;‘%&1&} SSON (4,443,261) _ )
7 .

X
g

HUNBE

ength transactions.
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3.32 Tax expense

As at 31st March 2019 the company's deferred tax assets and liabillties consisted of the effects of temporary differences attributable to the following:

As at 31st March, 2019

As at 31st March, 2018

Earticulars USD Rs. USD Rs,
Deferred tax assets:

Net operating losses: 10,550,000 731,347,100 5,888,000 382,237,184
Other deductions 216,000 14,973,552 275,000 17,852,450
Valuation Allowance (5,760,000) (399,294,720) (2,860,000) (185,665,480)
Deferred tax assets, net of valuation allowance 5,006,000 347,025,932 3,303,000 214,424 154
Deferred tax liabilities:

Excess of book over tax basis of:

Property and equipment (4,300,000) (298,084,600) (2,662,000) (172,811,7186)
Goodwill (425,000) (29,461,850) (360,000) (23,370,480.00)
Deferred tax liabilities (4,725,000) (327,546,450) (3,022,000) (196,182,196)
Deferred tax assets - net 281,000 19,479,482 281,000 18,241,958

As at 31 March 2019, the Company had approximately USD 40,000,000 of federal and state net operating loss carryovers ("NOL"), which begin to expire in 2032.

Below is a table of the deferred tax assets not recognized in the financial statements because the probability and taxable realizability of future profit to utilize the

benefits therefrom is not predictable and foreseeably certain.

Unrecognised deferred tax assets

uUsD
As at 31st March, 2019 As at 31st March, 2018
Particulars Gross amount| Unrecognised tax Gross amount| Unrecognised tax
effect effect
Temporary Difference Deductible 40,000,000 10,550,000 21,400,000 6,000,000
Total 40,000,000 10,550,000 21,400,000 6,000,000

Below is a listing of the net operating loss incurred by the Company as of 31 March 2019. The listing shows the year the losses were incurred and the year the

utilization of the net operating loss will expire.

Expiration date

Amount as at 31

Expiration date

Amount as at 31

Particulars March 2019 March 2018
Brought forward losses (allowed to carry forward for specified period) 31-Mar-33 700,000 31-Mar-33 700,000
Brought forward losses (allowed to carry forward for specified period) 31-Mar-36 3.700,000 31-Mar-36 3,700,000
Brought forward losses (allowed to carry forward for specified period) 31-Mar-37 7,000,000 31-Mar-37 7,000,000
Brought forward losses (allowed to carry forward for specified period) No expiration date 28,600,000 | No expiration date 10,000,000
Total 40,000,000 21,400,000

In assassing the realization of deferred tax assets, management considers whether it is more likely than not that some portion or all of the deferred tax assets will be
realized. The ultimate realization of the deferred tax assets is dependent upon the generation of future taxable income during the periods in which those temporary
differences become deductible. Management considers the scheduled reversal of deferred tax liabllities, projected future taxable income and taxing strategies in

making this assessment. The deferred tax liability related to goodwill cannot be used in when determining the realization of t|
considered to be an asset with an indefinite life for financial reporting purposes. For the year ended 3

he deferred tax assets since goodwill is
1st March, 2019, the Company recarded a valuation allowance

to offset the deferred tax asset since the expected net tax benefit from the Company’s use of the NOL's in Tuture years is not predictable, foreseeable or certain.
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3.33 Financial instruments - Fair values and risk management

A. Accounting classification and fair values

The Company uses the following hlerarchic structure of valuation methods 1o determine and disclose information about
Level 1: Observable prices in active markets for identical assets and liabilities;

Level 2 Observable inputs other than quoted prices in active markels for identical assets and liabilities;
Level 3: Unobservable inputs that are supported by littlle or no market activity and that are significant to the fair value of

the fair value of financial instruments:

the assets and liabilities

As at 31st March, 2019
Particulars usbD Rs.
FVTPL  FVTOCI Amortized Total FVTPL FVTOCI Amortlzed Total
cost cost

Financial assets
Cash and Cash Equivalents - - 4,008,587 4,008,587 - - 277,883,265 277,883,265
Investments * 1,007,408 - - 1,007,408 | 69,835,537 - - 69,835,537
Trade and other receivables - - 4,753,548 4,753,548 - - 329,525,437 329,525,437

1,007,408 - 8,762,135 9,769,543 | 69,835,537 - 607,408,702 677,244,239
Financial liabilities
Long term borrowings (including current maturity - 34,000,000 34,000,000 - - 2,356,948,000  2,356,948,000
of Long term borrowings)
Trade and other payables - 1,325,220 1,325,220 - - 91,866,935 91,666,935
Other Current financial liabilities 6,090,606 6,090,606 - - 422,212,982 422,212,982

- - 41,415,826 41,415,826 - - 2,871,027,917 2,871,027,917

* The carrying amount reports in the balance sheet for investments is the fair market value at the balance sheet date.
quoted prices in an active market based on level 1 inputs.

The fair market value of investments is based on

As at 31st March, 2018

Particulars UsD Rs.

FVTPL  FVTOCI Amortized Total FVTPL FVTOCI Amortized Total

cost cost

Financial assets
Cash and Cash Equivalents - - 6,781,991 6,781,991 - - 440,273,305 440,273,305
Investments * 450,000 - 450,000 | 29,213,100 - - 29,213,100
Trade and other receivables - - 5,004,043 5,004,043 - - 324,852 464 324,852 484

450,000 - 11,786,034 12,236,034 | 29,213,100 - 765,125,769 794,338,869
Financial liabilities
Long term borrowings (Including current maturity - - 25,000,000 25,000,000 - - 1,622,950,000  1,622,950,000
of Long term borrowings)
Short term borrowings - - 15,875,000 15,875,000 1,030,573,250  1,030,573,250
Trade and other payables - = 2,066,502 2,066,502 - 134,153,166 134,153,166
Other Current financial liabilities - - 908,307 908,307 - - 58,965,511 58,965,511

- - 43,649,809 43,849,809 - - 2,846,641,927  2,846,641,927

The Company 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 has ovel

The Company's risk management policies are established to identify and analyse the i
monitor risks and adherence o limits. Risk management policies and systems are reviewed
activities. The Company, through its training and management standards and procedures, aims
all employees understand their roles and obligations.

reqularly to reflect ch

The Board oversees how management monitors compliance with the campany's risk management polici
management framework in relation to the risks faced by the Company. The Board Is assisted in its oversight
and ad hoc reviews of risk management controls and procedures, the results of which are reported to the Board.

rall responsibility for the establishment and oversight of the Company’s risk management framework.

sks faced by the Company, to set appropriate risk limits and controls and to

anges in market conditions and the Company's

to maintain a disciplined and constructive control environment in which

es and procadures, and reviews the adequacy of the risk
role by internal audit. Internal audit undertakes both regular
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3.33 Financial instruments - Fair values and risk management

ii. Credit risk

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

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

Trade and other recelvables

The Company's exposure to credit risk is influenced mainly by the individual characteristics of each 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 Company establishes an allowance for impairment that represents its estimate of expected losses in respect of trade and other receivables.
At March 31st, 2019, the maximum exposure to credit risk for trade and other receivables by geographic region was as follows.

As at 31st March, 2019

As at 31st March, 2018

Region USD Rs. UsD Rs.

USA 2,112,027 145,522,115 3,408,370 222,071,815
Other regions 2,641,521 184,003,322 1.586.669 102,196,065
Total 4,753,548 329,525,437 4,995,038 324,267,679

The Company's two largest customers accounted for 46% and 20% of the accounts receivable as at 31st March 2019, or USD 769,721 (Rs. 53,358,699) and USD

342,268 (Rs. 23,726,702), respectively.

Impairment

At 31st March, 2019, the ageing of trade and other receivables that were not impaired was as follows

As at 31st March, 2019

As at 31st March, 2018

Particulars

uUsbD Rs. usD Rs.
Neither past due nor impaired - - 3,045,419 197,702,511
Past due 1-180 days 4,675,348 324,104,457 1,820,542 118,185,977
Past due more than 180 days 78,200 5,420,980 129,077 8,379,421
Total 4.753,548 329,525,437 4,995,038 324,267,879

Management believes that the unimpaired amounts that are past due by more than 180 days are still 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 trade and other receivables during the year was as follows.

31st March, 2019

31st March, 2018

Individual impalirments Individual Collective Individual impairments Collective
impairments impairments impairments

usD

Balance as at 1st April, 2017 - - 54,473 -

Impairment loss recognised - - 190,627 -

Amounts written off - - 31,712 -

Balance as at 31st March, 2018 213,388 - 213.388

Impairment loss recognised - - - -

Amounts written off / reversal 135.188 - - -

Balance as at 31st March, 2019 78,200 - - -

Rs.

As at 1st April, 2017 3,526,949 - 3,526,949

Impairment loss recognised - - 12,375,113

Amounts written off - - 2,049,340 -

Balance as at 31st March, 2018 13,852,722 - 13,852,722

Impairment loss recognised - - - -

Amounts written off / reversal 8.431,742 . - -

Balance as at 31st March, 2019 5,420,980 - - -

Cash and cash equivalents

The Company held cash and cash equivalents of USD 4,008,587 Rs. 277,883,265 at 31st March, 2019 (March 31, 2018:
and cash equivalents are held with banks.

USD 67,81,991 Rs. 440,273,305). The cash
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3.33 Financial instruments - Fair values and risk management
lii, Liquidity risk
Liquidity risk is the risk that the Company will encounter difficulty in meeting the obligations associated with its financial liabilities that are sefited by delivering cash or

another financial asset. The Company’s approach to managing liquidity is to ensure, as far as possible, that it will have sufficient liquidity to mest its liabilities when they
are due, under both normal and stressed conditions, without incurring unacceptable losses or risking damage to the Company’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

31 March 2019

Carrying amount Total Slicntslor 2-12 months 1-2 years 2-5 years More than §
" less years
Non-derivative financial llabilities
usbh
Local currency term loans from banks 28,500,000 29,475,000 975,000 5,000,000 23,500,000 -
Loans from related party - -
Trade and other payables 1,325,220 1,325,220 988,432 336,788 - - -
Other financial liability 6,090,606 6,090,606 590,606 5,500,000 - -
Rs.
Local currency term loans from banks 1,975,677,000 2,043,265,950 67,588,950 - 346,610,000 1,629,067,000 -
Loans from related party - - - - - - -
Trade and other payables 91,866,935 68,520,108 68,520,108 - - - -
Other Financial liability 422,212,982 40,941,982 40,941,982 - - - -
Contractual cash flows
cploEll Carrying amount Total CLLTIDE 2-12 months 1-2 years 2-5 years MORSINETIIG
less years

usD
Non-derivative financial liabillties
Local currency term loans from banks 30,875,000 32,445,000 5,964,875 10,623,875 13,259,375 2,696,875 -
Loans from related party 10,000,000 13,500,000 E - - - 13,500,000
Trade and other payables 2,066,502 2,066,502 2,066,502 - - - -
Other financial liability 908,307 908,307 908,307 -
Rs.
Local currency term loans from banks 2,004,343,250 2,106,264,510 387,227,755 683,188,917 860,772,106 175,075,731 -
Loans from related party 649,180,000 876,393,000 - - - - 876,393,000
Trade and other payables 134,153,166 134,153,177 134,153,177 - - - -
Other financial liability 58,965,511 58,965,481 58,965,481 - -

The contractual cash flow includes cash outflow from the loan of USD 6,000,000 as mentioned in notes of Subsequent events.

The gross inflows/(outflows) disclosed in the above table represent the contractual undiscounted cash flows relating to derivative financial liabilities held for risk
management purposes and which are not usually closed out before contractual maturity. The disclosure shows net cash flow amounts for derivatives that are net cash-

settled and gross cash inflow and outflow amounts for derivatives that have simultaneous gross cash settlement
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3.33 Financilal instruments - Fair values and risk management

iv. Market risk

Market risk is the risk that changes in market prices ~ such as foreign exchange rates, interest rates and equity prices ~ will affect the Company's income or the value of
its holdings of financial instruments. Market risk is attributable to all market risk sensitive financial instruments including foreign currency receivables and payables and
long term debt. We are exposed to market risk primarily related to foreign exchange rate risk, interest rate risk and the market value of our investments. Thus, our
exposure to market risk is a function of investing and borrowing activities and revenue generating and operating activities in foreign currency. The objective of market
risk management is to avoid excessive exposure in our foreign currency revenues and costs.

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 rate risk
Company'’s interest rate risk arises from borrowings. The interest rate profile of the Company's interest-bearing financial instruments as reported to the management of
the Company is as follows.

Particulars As at 31st March, 2019| As at 31st March, 2019 As at 31st March, 2018| As at 31st March, 2018
UsSD Rs. UsDh Rs.
Fixed-rate instruments

Financial liabilities - - 10,000,000 649,180,000
- - 10,000,000 649,180,000

Variable-rate instruments
Financial {iabilities 28,500,000 1,975,677,000 30,875,000 2,004,343,250
Total 28,500,000 1,975,677,000 40,875,000 2,004,343,250

Fair value sensltivity analysis for fixed-rate instruments

The Company does not account for any fixed-rate 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 sensitlvity analysis for varlable-rate instruments

A reasonably possible change of 100 basis points in interest rates at the reporting date would have increased (decreased) equity and profit or loss by the amounts
shown below. This analysis assumes that all other variables, in particular foreign currency exchange rates, remain constant.

Particulars Profit or loss * Equity (net of tax) *
100 bp Increase 100 bp decrease 100 bp increase 700 bp decrease

31st March, 2019

Variable-rate instruments (238,000} 238,000 (238,000) 238,000
Cash flow sensitivity (net) (238,000) 238,000 (238,000) 238,000
Rs.

Variable-rate instruments (16,578,630) 16,578,630 (16,578,630) 16,578,630
Cash flow sensitivity (net) (16,578,630) 16,578.630 (16.578.630) 16.578.630

31st March, 2018

usD

Variable-rate instruments (100,000) 100,000 (100,000) 100,000
Cash flow sensitivity (net) {100.000} 100,000 (100,000) 100,000
Rs.

Variable-rate instruments (6,440.919) 6,440,919 (6,440,919 6,440,919
Cash flow sensitivity (net) (6,440,919) 6,440,919 (6,440,919) 6,440,919

* Assuming a combined US tax rate for federal and state of 30%.
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3.34 Capital Management

The Company'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 level of dividends to ordinary shareholders.

The Company monitors capital using a ratio of 'adjusted net debt' to ‘adjusted equity. For this purpose, atljusted 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 Company's adjusted net debt to equity ratio at March 31, 2019 was as follows.

Particulars As at As at As at As at
31st March, 2019 31st March, 2019 31st March, 2018 31st March, 2018
UsSD Rs. UsD Rs.
Total borrowings (including current maturities of long term 34,000,000 2,356,948,000 40,875,000 2,653,523,250
borrowings)
Less : Cash and cash eguivalent 4,008,587 277,883,265 6,781,991 440,273,305
Adjusted net debt 29,991,413 2,079,064,735 34,093,009 2,213,249,845
Total equity 27,416,342 1,900,555,612 16,585,586 1,076,703,096
Adjusted equity 27,416,342 1,900,555,612 16,585,586 1,076,703,096
Adjusted net debt to adjusted equity ratio 1.09 1.09 2.06 2.06

3.35 Disclosure As per Indian Accounting Standard 115 :

Reconciliation the amount of revenue recognised in the statemant of profit and loss with the contracted price;

Particulars As at 8st March, 2019 As at 81st March, 2018

uso Rs. usD Rs
Revenue as par contracled price 25,868,585 1,801,956,723 27,654,138 1,781,180,674
Adjustments:
Sales Retumn = = - -
Discount - = _ =
Rebatesirefunds - < - -
Revenue from contract with customers 25,868,585 1,801,956,723 27,654,138 1,781,180,674
Other operating revenue 135,188 9,416,972 -
Revenue from Operations 26,003,774 1,811,373,695 27,654,138 1,781,180.674

3.36 Payment to auditors

Particulars As at §1st March, 2019 As at 31st March, 2018

uso Rs. [SE) Rs.
As Auditor
Audit fees 92,248 6,425,821 88,462 5,697,766
In other capacity
In any other services such as cerlification, etc. 10,278 715,946 10,000 644,092
Total 102,526 7,141,767 98,462 6,341,858

3.37 Average exchange rate as on 31st March, 2019 considered for the purpose of translation is Rs. 69.658/1 USD (Rs. 64.409/1 USD).
Closing exchange rate as on 31st March, 2019 considered for the purpose of translation Rs. 69.322/1 USD (Rs. 64.918/1 USD).

3.38 Recent accounting pronouncements

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 Compary has not applied as they are effactive for annual periods beginning on or after 1 April 2019:

Ind AS 116, Leases
The Company is required to adopt Ind AS 116, Leases from 1 April 201¢. The Company has assessed the estimated impact that initial application of Ind AS 116 will

have on its standalone financial statements, as described below:

Ind AS 116 introduces a single, on-balance sheet lease accounting model for lessees. A lessee racognises a right-of-use asset representing its right to use the
underlying asset and a lease liability representing its obligation to make lease payments. There are recognition exemptions for short-term leases and leases of low-
value ftems. Lessor accounting remains simifar to the current standard — |.e. lessors continue to classify leases as finance or operating |eases. It replaces existing

leases guidance, Ind AS 17, Leases.

The Company will recognise new assets and liabilities for its operating leases of offices, warehouse and factory facilities. The nature of expenses related to those
leases will now change because the Company will recognise a depreciation charge for right-of-use assets and interest expense on lease [iabilities.

Previously, the Company recognised operating lease expense on a straight-line basis over the term of the lease, and recognised assets and liabilities only to the extent
that there was a timing difference between actual lease payments and the expense recognised

No significant impact is expected for the Company's finance leases.

Based on the information currently available, the Company estimates that it will recognise additional lease liabilities of USD 993,602 equivalent to Rs.68,877,505 as at
4st April, 2019.
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The Company plans to apply Ind AS 116 initially on 1 April 2019, using the modified retrospective approach. Therefore, the Company recards the lease liability as the
present value of the remaining lease payments, discounted at the incremental borrowing rate and the right of use asset as an amount equal to the lease liability,
adjusted by the amount of any prepaid or accrued lease payments related to that lease recognised under [nd AS 17 immediately before the date of initial application

The Company has elected certain available practical expedients on transition.

In addition to the above, the following amendments to existing standards have been issued, are not yet effective and are not expected to have a significant impact on
the Company's standalone financial statements: '

- Amendments to Ind AS 103, Business Combinatlons, and Ind AS 111, Joint Arrangements: This interpretation clarifies how an entity accounts for increasing its
interest in a joint operation that meets the definition of a business.

- Amendments to Ind AS 109, Financial Instruments: amendments relating to the classification of particular pre payable financial assets

- Amendments to Ind AS 12, Income Taxes, clarify that all income tax consequences of dividends (including payments on financial instruments classified as equity) are
recognized consistently with the transactions that generated the distributable profits — i.e. in profit or loss, other comprehensive income or equity. Further Appendix C,
uncertainty over income tax treatments has been added to clarify how entities should reflect uncertainties over income tax treatments, in particular when assessing the
outcome a tax authority might reach with full knowledge and information if it were to make an examination.

- Amendment to Ind AS 19, Employee Benefits - The amendment to Ind AS 19 clarifies that on amendment, curtailment or settiement of a defined benefit plan, the
current service cost and net interest for the remainder of the annual reporting period are calculated using updated actuarial assumptions - i.e consistent with the
calculation of a gain or loss on the plan amendment, curtailment or settlement. This amendment also clarifies that an entity first determines any past service cost, or a
gain or loss on settlement, without considering the effect of the asset ceiling. This amount is recognized in profit or loss. The entity then determines the effect of the
asset ceiling after plan amendment, curtailment or settlement. Any change in that effect is recognized in other comprehensive income (except for amounts included in
net interest).

- Amendments to Ind AS 23, Borrowlng Costs, clarify that the general borrowings pool used to calculate eligible borrowing costs excludes only borrowings that
specifically finance qualifying assets that are still under development or construction,
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