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Independent Auditor’s Report

The Board of Directors of
Alkem Laboratories Limited

Report on the Consolidated Financial Statements

At the request of Alkem Laboratories Limited, the Ultimate Holding Company of
ThePharmanetwork, LLC (‘TPN’ or ‘the Company’), a New Jersey limited liability company, we
have audited the accompanying consolidated financial statements of the Company and its subsidiary
(hereinafter referred to as “the TPN Group™), which comprise the Consolidated Balance Sheet as at
31 March 2019, the Consolidated Statement of Profit and Loss (including Other Comprehensive
Income), the Consolidated Statement of Changes in Equity and the Consolidated Statement of Cash
Flows for the year then ended, and a summary of significant accounting policies and other
explanatory information (hereinafter referred to as “the consolidated financial statements™), prepared
and presented solely to facilitate the preparation of the consolidated financial statements of the
Ultimate Holding Company — Alkem Laboratories Limited, in terms of section 129(3) of the Indian
Companies Act, 2013 (the “Act™) and in accordance with the requirements of the Schedule I1I to the
Act.

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

Management’s Responsibility for the Consolidated Financial Statements

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

frecfrom matertamisstatement, wircther duetofraud-orerror:

Auditor’s Responsibility

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

Auditor’s Responsibility (Continued)

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

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

Opinion

In our opinion, and to the best of our information and according to the explanations given to us, the
aforesaid consolidated financial statements give a true and fair view in conformity with the Group
Accounting Policies of Alkem Laboratories Limited and the accounting principles generally
accepted in India, of the consolidated state of affairs of the TPN Group as at 31 March 2019 and its
consolidated profits (including other comprehensive income), the consolidated changes in equity and
consolidated cash flows for the year ended on that date.

Other Matter

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

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

Sadashiv Shetty

Mumbai Partner
Date: 29 May 2019 Membership No:048648



ThePharmaNetwork, LLC )

Consolidated Financial Statements
Cosolidated Balance Sheet os at 31 March 2019

Particulars Note Neo. Asat Asat
31 March 2019 31 March 2018
USD usp
L ASSEYS
1 Non-carrent assets
{#) Propetty, plant and equipment 3.4 39,832 355573
&) Goodwill 327 857,098 857,098
{¢) Other intangible aseets 3.1 1,974,611 2,433955
{d) Financial Assets
(i) Javestments 3.2 196484 -
Total non-current assets 3408125 3,646,626
2 Curvent srsets
{a} Inventories 33 48,210,809 $2,769,025
{b) Financial Assets
{f) Trsde receivables 34 54,412,555 76,411,636
i) Cashand cash equivaleats 3.5 2,061,769 6,123,632
(tit) Logns 3.6 - 25938
(§v) Other financial assets 7 19,645,373 14,520,136
{c) Othercurrent assets 18 1ALNS 365,421
Total current nesets 165,768,221 150,615 785
TOTAL ASSETS 169,176,346 154262411
I EQUITY AND LYABILITIES
1 Equity
{2} Member's Capital 3.9 9,561,556 9,561,355
&) Other Equity 210 67,605,154 $7,683323
Teotal Equity 71,161,710 67,244 819
2 Current Habilities
(3} Financial Liebilities
(i) Botrowings 3.4 9,103,227 19,000,000
(i) Trade payables
dues of micro enterprites & small cateyprises 3.12 - -
dues of creditors other than micro enterprises & small 342 77,184,002 63,798 290
eaterprises
(i) Other finsncial Hahilities ER K] 4397427 3,176,688
{b) Provitions 4 1,307,258 1,030,379
(c) Other Coovent Lisbilitics 3.45 16,712 12,175
Total carrent Gabilitice 92,008 636 87,017,532
TOYAL EQUITY AND LIARILITIES 169,176.345 154262 411
ShgilsantAcconntisgRoticles 18
Nobes to the consolidated Goancial stutements 3

The accompenylng nofes are an integral part of these financial statements
As perour report of event date attached.

FarB SR & Co. LLFP For and on behall of the Board of Directors of
Chantered Accounranis ThePharmeNetwork, LLC
Firoa's Registration No: 101248WAV-100022

Jobn Dilaway

Sadashiv Shetty
Direcior Director

FPartner
Membership No; 048648

Mumbal Parsippany, New Jersey, USA
29 May 2019 29 May 2019
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ThePharmaNetwork, LLC

Conselidated Financial Statements
Stazement of Profit and Lass for the year erded 31st March 2019

Particoisrs Note No. For the Year euded  For the Year ended
31 Macch 2019 31 Marck 2018
usp usp
1 Incame
(2} Reveuue fom Operations 3.16 257283532 188435310
Tatal Income | 257283532 188435310
2 Expenses
{s) Costof materials consumed 317 3473758 13,084,814
(b} Puschases of Stock-in-Trade 189,394,362 125,653,120
() Changes in nventories of finished goods, Stock-in-trade and work- 318 2,711,258 (6,542,447
in-progress
(¢} Employoe benefits expense 319 1,262,171 6,463,758
(¢} Finance Costs 120 764217 437514
{f) Depreciation and amortisation expouse 3i s51282 477,652
{g) Otherexpenses 3.2 33202094 35998912
Fotal Expenses 247,360 102 175,633,423
3 Profit before tax (1} - (2) 9922538 12,801,887
4 Tax expeases (refer nate 1.16) 3.58 - -
S Profit for the year (3) - (4) 9,922 830 12,801,887
§ Othor Comprehensive Income - -
{8) Hems that will not be reclxssifiod to peofit of loss - -
(b) Hems that will be meclassified $o profitor loss - -
Total of Other Comprehensive Income for he year, siet of tax - -
7 Total Comprebensive Inconie for the year (5) + (6) 9,922,530 12,801,887
8 Basic aud diinted earvings per anlt 325 815 6.19
SigeMicant Accountiog Policies 18
Notes to the consolidated financixl statements 3
The accompanying notes sve an iategral part of these fosncial stetements
A3 pet our seport of even date sttached.
FeBSR & Co. LLY For red on behelf of {he Board of Directors of
Chartered Accowdanty ThelharmaNetwork, LLC

Firn's Registration No; 101248W/W-100022

Zlly

%ZZ&W?

Sadastiv Shetty 3 Dild
Partner Director Direcior
Membership No: 048648

Munbad Parsippany, New Jersey, USA

29 May 2019 29 May 2019



ThePharmaNetwork, LLC

Consolidated Financial Statements
Consolidated Statemert of Changes in Equity for the period ended 31 March 2012

usp

(8) Member's capital

L As at 31 Mareh 2019 As at 31 March 2818
articulars No. of Shares Amount  No. of Sherzs Amount
Balance at the beginning of the repocting period 66,501,766 9,561,556 66,501,766 9,561,556
[Changes in equity share capital during the year - - - -
Balance af the end of the reporting period 66,501,766 5,561,556 56,501,766 9,561,556
(b)  Other Equity
uUsp
Particulars Retained Tetal other
Eamings equity
{Balance ac ot 1 Aprit 2017 44,881,436 44,881,436
 Total Comprebensive income for the year ended 31 March 2018
|Profit for the year 12,801,887 12,801,887
Other Comprehensive Income - -
Balance at 31 March 2618 517,683,323 57,683,323
Total Comprehensive income for the year ended 31 March 2019
{Profit for the year 9,922,830 9,922,838
Other Comprehensive Income - -
Batence ax at 31 Marck 2019 67,606,154 67,686,154

The Description of the nature and purposc of each reserve within equity as follows:
Retained Earnings: Retained eamings are the profits that the company has camed till date, Jess any trassfers to statidory resexve and dividends
distributed to members,

The accompanying noies are an integral paxt of these financial statements.

As per our report of even date atirched.

ForBSR & Co, LLP For and on bekalf of the Board of Directors of ThePbarmaNetwork,
Chartered Accatmianis LC
Firm's Registration No: 101248W/W-100022
i Clodoe DVpevay
-~ > 7 4
Sudashiv Shetty Jakn Diaway
Pariner Director

Membership No: 048648

Mumbai Parsippany, New Jersey, USA
29 May 2019 29 May 2019



ThePharmaNetwork, LLC

Consolidated Financial Statements

Consolidated Statement of Cash Flow jor the year ended 31 March 2019

Particnlary

A. Cash Flow from Operating activities
Profit before Tax

Adjustments for:

Depreciation

Interest expense

Operating Profit before Working Capital Changes

Adjustments for :

Decrease / (Increase) in Inventories

(Increase) in Trade receivables

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

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

Cash generated from / (used in) Operstions
Less: Income taxes pai
Net cash generated from / (used in) operating activities

B. Cash Flow from Investing activities

Purchase of property, plant and equipment
Investment in venture capital funds

Net cash (used in) Investing activities

C. Cash Flow from Financing activities

Repayment / proceeds from current borrowings

Interest paid

Net cash (used in) / generated from Financing activities

Net (decrease) / increasc in cash and cash equivalents

Cash and cash equivalents at the beginning of the year
Cash and cash equivalents at the end of the year

Year ended Year ended
31 March 2019 31 March 2018
USh usD
9,922,830 12,801,887
552,202 477,692
764,217 497,574
11,239,249 13,777,153
4,558,216 (12,451,917)
(18,600,919) {37,638,284)
(5,765,597) 4,752,603
13,385,714 19,225,568
1,225,286 {1,214,342)
276,879 (158,101)
6,918,828 (13,707,320)
6,918,828 (13,707,320)
(117,117 (312,523)
(196,584) -
(313,701) (312,523)
(9,896,773) 19,000,000
(764,217) (497,574)
{10,660,990) 18,502,426
{4,055,863) 4,482,583
6,123,632 1,641,049
2,067,769 6,123,632

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

"Statement of Cash Flows"

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




ThePharmaNetwork, LLC

Consolidated Financial Statements (Continued)
Consolidated Statemient of Cash Flow for the year ended 31 March 2019

usp

Debt veconciliation fn sccordanes with Ind AS 7

Particulars Nou curren Cwrent|
;: Borrowiugs!
(inchuding
maturity of

term borrowlags)
As 811 Apat 2017 - -
Cash flows (net) - 19,000,000
As at 31 March 2018 - 19,000,000
Cash flows (net) - (9.296,113}
A at 31 March 2019 - 5,103 227
Sigaificaat Accounting Policies Note 1B
Notes to the Consolidated Financlal Staternents Note 3

The accompaoyfog nofex are an integral part of these financial statements,

As per our report of even dale attached.

FocBS R & Co, LLYP For snd on behall of the Board of Directors of
Chartered Accoundants ThePharmaNetwork, LLC

Firm's Registration No: 101248W/W-100022 .
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Sadeshiv Shetty John Dilaway
Partner Director
Membership No: 048648

Munbei Parsippany, New Jersey, USA

29 May 2019 29 May 2019




ThePharmaNetwork, LLC

Notes to the Consolidated Financial Statements
for the year ended 31st March 2019

1A General Information

1B

1.1

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

Significant Accounting Policies:
Basis of preparsation of Financial Statements:

a} Statement of compliance

The consolidated financial statements of the Group as at and for the year ended 31 March 2019 bave been prepared in accordance with the
Group accounting policies as adopted by its Ultimate Holding Company, Alkem Laboratories Limited (hereinafier referred to as “Alkem”)
which is as per the Indian Accounting standards ('Ind AS') notified by the Ministry of Corporate Affairs in consultation with the National
Advisory Committee on Accounting Standards, under section 133 of the Companies Act, 2013 (‘Act’) read with Rule 3 of the Companies
(Indian Accounting Standards) Rules, 2015 (as amended) and the refevant provisions of the Act, to the extent applicable.

These consolidated financial statements are “special purpose financial statements/financial information” and do not constitute a set of
statutory financial statements in accordance with the local laws in which the Company is incorporated and are prepared for the sole purposs
of consolidation of the Ind AS financial statements of the Group with Alkem.

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

b) Basis of preparation and presentation

The preparation of financial statements in accordance with Ind AS requires the use of certain critical accounting estimates. It also requires
roanagement 1o exercise #ts judgment in the process of applying the Group's accounting policies. The areas involving a higher degree of
judgment or complexity, or areas where assumptions and estimates are significant 1o 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 firture periods.

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

An asset is classified as current when it is:

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

b) Held primarily for the purpose of trading,

c) 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 at least twelve months afier the reporting
period.

All ather assets are classified as non-current,

A liability is classified as current when:

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

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

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

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

The Group classifies all other liabilities as non-current

©) Basis of measurement

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




The Pharma Network, LLC

Notes to the Consolidated Financial Statements (Continued)
Jor the year ended 3]st March 2019

iB Significant Accounting Policies: (Contineed)

1.1

12

Basis of preparation of Financial Statements: (Continued)
d) Functional and Presentation Currency

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

Basis of consolidation

The consolidated financial statements incorporate the financial stat ts of the Company and the entities it controls, both unilaterally and
Jjointly.

(a) Acconnting for Subsidiaries

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

The financial statements of subsidiaries are included in the consolidated financial statement from the date on which control commences
until the date on which contro! ceases,

The consolidated financial statements have been prepared using uniform accounting policies for like transactions and other events in
similar circumstances. The accounting policies adopted in the preparation of financial statements are consistent with those of previous year.
The financial statements of the Company and its subsidiaries have been combined on 2 line-by-line basis by adding together the book
values of like items of assets, liabilities, income and expenses, afler eliminating intre-group balances, intra-group transactions and
profits/losses, unless cost/revenue cannot be recovered.

The details of the subsidiary consolidated is as below:

Name of Subsidiaries Principal place of % of Shartholding and veling pawer
Bosiaess AsatMarch 3t ArstMarch 31
2019 2018
Ascend Laboratories, LLC United Stated of 100% 100%
America

(b) Transaction eliminated on consolidation
Intra-group balances and fransactions, and any urvealised income and expenses arising from intra-group transactions, are eliminated.
Unrealised gains arising from transactions with equity accounted investees are climinated against the investment to the extent of the

Group's intetest in the investee. Unrealised losses are eliminated in the same way as unrealised gains, but enly to the extent that there is no
evidence of impairment.

(c ) Business Combination

In accordance with ind AS 103, the Gmup accoums for these business combinations using the acquisition method when control is

sransierred-te-the-ronp—ihe wedfarihed COMB O i ey deiifriryaive-ianiihe-ditethe
control is acquired (acquisition date), as are the net identifiable assets acquired. Any goodwill that arises is tested annually for impairment.
Transaction costs are expensed as jncurred, except to the extent related to the issue of debt or equity securities.

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

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

Business combination between entitics under common control is accounted using pooling of interest method of accounting. Under pooling

of interest method of accounting, none of the assets or labilities are restated to their fair velues. Instead, the acquirer mcorpomtes canymg D

values from the date on which the business combination between entities under cormmon control occurred.




The Pharma Network, LLC

Notes to the Consolidated Financial Statements (Continued)
Sor the year ended 31st March 2019

1B

1.4

Sigaificant Accounting Policies: (Continued)
Property, plant énd equipment
i) Recopnition and Measurement

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

b) If significant parts of an item of property, plant and equipment have different useful lives, then they are accounted for as separate items
(major components) of Property, plant and equipment
¢) Any gain or loss on disposal of an item of propenty plant and equipment is recogrised in consolidated statement of profit and loss.

d) Cost of Items of Property, plant and equipment not ready for intended use as on the balance sheet date, is disclosed as capital work in
progress. Advances given towands acquisition of property, plant and equipment outstanding at each belance sheet date are disclosed as
Capital Advance under other non-current assets.

ii) Subsequent expenditure

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

iii} Depreciation and amortisation:

Property, plant and equipment (PPE") are stated at cost less accumulated deprecistion. Depreciation and amortisation is computed using the
straight-line basis over the useful lives of the assets, Maintenance, repairs, and remewals that neither materially add to the value of the
property, nor appreciably prolong its life, are charged to expense as incurred. Gains and fosses on dispositions of assets are included in

Tangible Asxels Usefal Life
Leaschold itnptovements 7 -39 years
Plant and Machinery 57 Years
Furniture and Fixtures 5 years
Vehicles 5 Years
Office Equipments 5 Years
Yntangible Assets:

I. Recogpition and measurement

Research and development Expenditure on h activities s ised in profit of loss as incurred.
Devel ditwre is capitalised only if the expenditure can be measured reliably, the product or process is technically
and tally feasible, future ic bentfits are probable and &he Gmup intends to and hss sufficiemt resources to|

o R HprofiorioTre et

devel penditure is d at cost lesa aacumulnlcd amortisation and sny wcumu!nwd impairment

losses.
Goodwitl Goodwill is initially recognised based on the ing policy for bust binations fefer note 1.2 (c)). These aasets
are not amortised but are tested for impairment annually.

Other intangible assets Other intangible assets, such as p fr and trademarks and patents, ﬁm are wqum:d by the Group and hsvs finitef
useful lives ace d st cost less lated isation and any 1 P losses,

II. Subsequent expenditure

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

@  :1 | ‘E



The Pharma Network, LLC

Notes to the Consolidated Financial Statements (Continued)
Jor the year ended 31st March 2019

1B Significant Accounting Policies: (Continued)

1.4

1.5

1.6

Intangible Assets: (Continued)
HOL Amortisation

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

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

Intangible Assets Useful Life
Computer Software 3 Years
Other Intangible assets 15 Years

Impairment of non-financial assets:

At gach reporting date, the Group reviews the carrying amounts of its non-financial assets (other than inventories and deferred tax assets)
to determine whether there is any indication of inspairment. I any such indication exists, then the asset's recoverable amount is estimated.
Intangible assets with indefinite uscful life are tested annuatly for impairment. For impairment testing, assets are grouped together into the
smallest group of assets that penerstes cash inflows from continuing use that are largely independent of the cash inflows of other assets or
CGUs. The recoverable amourt of an asset or CGU is the greater of ifs value in use and ifs fair value less costs to sell. Value in use is
based on the estimated future cash flows, discounted to their present value using a pre-tax discount rate that reflects current market
assessments of the time value of money and the risks specific to the asset or CGU. An impairment loss is recognised if the carrying amount
of an assel or CGU exceeds its recoverable amount. Impairment losses are recognised in profit or loss. An impairment loss is reversed only
1o the extent that the asset's canrying amount does not exceed the catrying amount that would have been determined, net of depreciation or
amortisation, if no impairment loss had been recognised.

Operating Leases/ Finance lease:

Leases are classified as finance leases whenever the terms of the lease transfer substantially all the risks and rewards of ownership to the

Operating Lease: Lease rentals are charged or recognized in the Statement of Profit and Loss on a straight-line basis over the lease term,
except where the payment are structured to increase in line with expected general inflation to compensate for the expected inflationary cost
increase.

Finance Lease: Assets held under finance leases are recognised as assets of the Group at their fair value at the inception of the Jease or, if
lower, at the present value of the minimum Icase payments. The comesponding liability to the lessor is included in the Balance Sheet as a
finance lease obligation. Lease payments are apportioned between finance charges and reduction of the lease obligation so as to achieve a
constant rate of interest on the remaining balance of the liability. Finance charges are charged to the Statement of Profit and Loss, unless
they are directly attributable to qualifying assets, in which case they are capitalised in accordance with the Group's policy on borrowing

Costs.

1.7

Financial instruments

Recognition initial ent:

Trade receivables and debt securities issued are initially recognised when they are originated. All other financial assets and financial
lisbilities are initially recognised when the Group becomes a party to the contractual provisions of the instrument.

A financial asset or financial Hability is initially measured at fair value plus, for an item not at fair value through profit and loss (FVTPL),

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

Classification and subsequent measurement
Financial Assets
On initial recognition, a financial asset is classified as measured at

- amortised cost; o
* FYOCT -debt investinent; /o

= FVOCI -equity investment, or
*FVIPL



The Pharma Network, LLC

Netes to the Consolidated Financial Statements (Continued)
Jor the year ended 315t March 2019

1B

17

Significant Accounting Policies: (Continued)
Financial instruments (Continued)

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

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

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

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

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

« the asset is held within a business model whose objective is achieved by both collecting contractual cash flows and selling fipancial
assets; and

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

Financial assets: Business model assessnent

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

= the stated policies and cbjectives for the portfolio and the operation of those policies in practice. These include whether management's
strategy focuses on eaming contractual interest income, maintaining a particular inferest rate profile, matching the duration of the financial
asgets to the duration of any related liabilities or expected cash outflows or realising cash flows through the sale of the assets;

« how the performance of the portfolio is evaluated and reported to the Group's reanagement;

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

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

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

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

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

Financial assets: Assessment whether contractual cash flows are selely payments of principal and interest

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

In assessing whether the contractual cash flows are solely pnyments of principal and mterest, the Gmup considers the contractual ferms of

.
the-mstroment-Fhrs-mehmdesassessing-whe e rthefoaeis

contractual cash flows that it would not meet this condition. In makmg thxs assessment, the Group consxders

+ contingent events that would change the amount or timing of ¢ash flows;

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

« prepayment and extension features; and

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

A prepayment feature is consistent with the solely payments of principal and interest criterion if the prepayment amount substantiatly
represents unpaid amounts of principal and interest on the principal amount outstanding, which may include reasonable additional
compensation for carly terminstion of the contract Additionally, for & financial asset acquired at a significant discount or premium to its
contractual par amount, a feature that penmits or requires prepayment at an amount that substantislly represents the contractual par amount
plus accrued {but unpaid) contractual interest (which may also include reasonable additional compensation for early tcrmmauon) is m:ated
as consistent with this criterion if the fair value of the prepayment feature is insignificant at initial recognition. .

9
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Significant Accounting Policies: (Continued)

Financial instruments (Continued)

Financial assets: subsequent measurement and gains and losses

Financial assets at FVTPL These assets are subsequently measured at fair value, Net gains and losses, including any interest or dividend income, are
recognised in profit or loss,

Flaancial assets at amortised cost These assots ace subsequently messured at amortised cost using the effective interest method. The armmortised cost is reduced by
impairment losses. Interest income, foreign exchange gains and losses and impairment ate recognised in profit of loss, Any}
gain of Joss oo derecognition is recognised in profit or loss,

Debt investments at FVOCT Thesc assets are subsequently measured at fair value. Interest income under the effective interest method, forcign
geins and Josses and impairment are recognised in peofit or loss. Other net gains and losses are recognised in OCL Oql
derecagnition, gains and losses ac fated in OCI are reclassified to profit or loss.

Equity investments at FYOCE These asseis are subsequently measured at fair value. Dividends are recognised as income in profit or loss unleas the dividend
clearly represents 3 recovery of part of the cost of the investment. Other net gains and losses are recognised in OCI and are noy
reclassified to profit or loss.

3

Financial liabilities: Classificotion, subsequent measurement and gains and {osses
Financial ligbilities are classified as measured at amortised cost or FVTPL. A financial liability is classified as at FYTPL if it is classified
as held-for-trading, or it is a derivative or it i3 designated as such on initist recognition. Financial liabilities at FVTPL are measured at fair
value and net gains and losses including any interest expense, are recognised in profit or loss. Other financial liabilities are subsequently
measwred at amortised cost using the effective interest method. Interest expense and foreign exchange gains and losses are recognized in
profit or loss. Any gains or loss on derecognition is also recogaized in profit or loss.

Derecognition

Financial assets

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

if the Group enters into transactions whereby it transfers assets recognized on its balance sheet, but retains either all or substantially all of
the risks and rewards of the transferred assets, the transferred assets are not derecognized.

Financial liabilities

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

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

Offsetting

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

1.8

SRR HEE St

Equity instruments

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




The Pharma Network, LLC

Notes to the Consolidated Financial Statements (Continued)
Jor the year ended 315t March 2019

iB

19

Significant Accounting Policies: (Continued)

Inventories:

a) Raw Materials and Packing Materials are valued at cost, if the finished products in which they will be incorporated are expected to be
sold at or above cost. If the decline in price of materials indicate that the cost of finished goods exceeds net realisable value, the materials
are written down to net realisable value; cost is calculated on moving weighted average basis.

b) Finished Goods and Work-in~Progress arc valued at Jower of cost {on Moving weighted average basis) and net realisable value. In
respect of finished goods, cost includes materials, appropriate share of utilities and other overheads. Trading Goods are valued at lower of
cost {on Moving weighted average basis) and net realisable value. Cost of inventories comprises alf costs of purchase, costs of conversion
and other costs incurred in bringing the inventories to their present location and condition.

¢) Net realisable value is the estimated selling price in the ordinary course of business, less the estimated costs of completion and the
estimated costs necessary to make the sale.

Revenue Recognition:

Sale of Goods:

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 statements of the Company i3 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 {o be entitled in exchange for thase goods, The Company assesses promises in the contract
that are separate perfonnance obligations to which a portion of transaction price is allocated.

Revenue is measured at fair value of the consideration received or receivable, afler deduction of any trade discounts, allowances,
chargebacks, rebates and any taxes or duties collected on behalf of the government such as goods and services tax, etc. Accumulated
experience is used to estimate the provision for disconnts, chargebacks, rebates, 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} locome from services rendered is recopnised based on agrecments/arrangements with the customers as the service is performed and
there are no unfulfilled obligations.

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

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

Foreign currencies
i Foreign currency transactions

Transactions in foreign currencies are translated into the respective functional currency of the Company at the exchange sates af the dates

of the transactions. The functional and presentation currency of the Company 1s USD.

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

However, foreign currency differences arising from the transiation of the following items are recognised in OCI:

« equity investrnents measured at fair value through other comprehiensive income (except on impairment, in which case foreign currency
differences that have been recognised in OCI are reclassified to profit or loss);

« a financial lability designated as a hedge of the net investment in a foreign operation fo the extent that the hedge is effective; and

« qualifying cash flow hedges to the extent that the hedges are effective.
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1.14
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Significant Accounting Policies: (Continued)

Borrowing Costs:

Borrowing costs are interest and other costs incurred by the Group in’ connection with the borrowing of funds. Borrowing costs directly
attributable o acquisition or construction of those fangible fixed assets 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 incutred.

Provision, Contingent Liabilities and Centingent Assets:
A provision is recognised if a5 a result of a past event, the Group has a present obligation (legal or constructive) that can be estimated
reliably and it is probable that an outflow of economic benefits will be required to settle the obligation. Provisions are recognised at the

best estimate of the expenditure required fo scttle the present obligation at the balance sheet date. If the effect of time value of money is
matetial, provisions are discounted using a current pre-tax rate that reflects, when appropriate, the risks specific to the liability.

A contingent liability exists when there is a possible but pot probable obligation, or a present obligation that may, but probably will not,
require an outflow of resources, or a present obligation whose amount cannot be estimated reliably. Contingent liabilities do not warrant
provisions but are disclosed unless the possibifity of outflow of resources is remote. Contingent assets are peither recognised nor disclosed
in the financial statements. However, when the realisation of income is virtually certain, then the related asset is not a contingent asset and
its recognition is appropriate.

Earniogs per share (‘EPS’)
Basic EPS is computed using the weighted average number of equity shares outstanding during the period. Dituted EPS is computed using

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

Cash and cash equivalents:

Cash and cash equivalents for the purpose of cash flow statement comprise cash at bank including fixed deposits (having otiginal maturity
of less than 3 months), cheques in hand and cash in hand.

Income Taxes

A Single member liability company is a distegarded entity for tax purposes and income and Josses are reported on the sole owner’s tax
return. Therefore, no provision or liabitity for income taxes has been included in financial statements.

Segment reporting
The Group operates in one reportable business segment i.e. "Pharmaceuticals”.

Employee Benefits:

Group’s contribution for the year paid/payabdle to defined contribution retirement benefit schemes are charged to Statement of Profit and
Loss. The Group’s contribution towards employee fund for eligible employees are considered to be defined contribution plan for which the
Group made contribution on monthly basis.
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Critical acconnting judgements and key sources of estimation uncertainty

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

In determining and applying sccounting policies, judgment is often required in respect of items where the choice of specific policy,
accounting estimate or assumption to be followed could materially affect the reported resulfs or net asset position of the Group should it Jater
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 Group's disclosure of significant
accounting policies which are provided in Note 1 to these consolidated financial statements, ‘Significant accounting pelicies’.

a. Estimation of usefut life

The useful life used to amortise 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 js derived afier determining an estimate of an asset’s expected useful life and the expected
residoal value at the end of its life. Increasing an msset’s expected life or its residual value would result in 2 reduced depreciation charge in
the Statemnent of Profit and Loss.

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

b. Provision for trade reccivables

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

€. Provisions and contingent liabilities

The Group exercises judgement in messuring and recognising provisions and the exposures to contingent liabilities related to pending
litigation or other outstanding claims subject to pepotiated settlement, mediation, arbitration or government regulation, as well as other
contingent liabilities. Judgement is necessary in assessing the likelihood that a pending claim will succeed, or a liability will arise, and to
quantify the possible range of the financial settlement. Because of the inherent unceriainty in this evaluation process, actual fosses may be
different from the oviginally estimated provision.

d. Product Returns and Other Allowances

In the pharmaceutical industry, customers are normally granted the right to retumn product for credit if the product has not been used prior to
its expiration date, The Group's retum policy typically allows product returns for products within a twelve month window from six montbs
prior fo the expiration date and up to six months afler the expiration date. The Group accrues 1% of WAC at the time of invoicing. This
percentage was determined based on actual return rate history. The Group estimates the level of sales that will ultimately be returned,
pursuant 10 ifs returmn pohcy, and n:cords a relarcd anowancc at 1hc tirae of sale These amounts are dcductcd fmm gmss sales o dctennme

penodlcally reviews the allowances established for retums and adjusts them based on sctual experience, as necessary. The primary factors
considered in estimating potential product retums include shelf life and expiration date of each product and historical levels of expired
product returns, If the Group becomes aware of any returns due to product quality related issues, this information is used to estimate an
additional allowance. The Group provides for an allowance related to refurns resulting from product recalls, in the period that such recalls
occur. The amount of actual product return could be either higher or lower than the amounts provided. Changes in these estimates, if any,
would be recorded in the income statement in the period the change is determined. If the Group over or under estimates the guantity of
product that will ultimately be returned, there may be a material impact to its financial staternents.

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

Customer Rebates and Admin Fees are accrued for at the time of invoice, based on direct and indirect purchases. If the purchases are direct
(purchases made by end use customers directly from the Company), the rebates are recognised when products are purchased by customer and
& periodic credit is given. For indirect purchases {purchases by end use customers through wholesale customers), the rebates are recognised
based on the terms with such customer and validated against available chargeback data. Medicaid rebates are accrued at the time of invoice
based on the historical payment data the Company receives from the 3rd Party Rebate Processors, CIS which mangages the reporting of the
final dispensing of the products by a pharmacy to a benefit plan participant. @ [BE
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Critical accounting judgements and key sources of estimation uncertainty(Continued)
d. Product Returns and Other Allowances (Continued)

Shelf stock adjustments are sometimes required as per contractual agreements which are known af the time of the decision to make a price
change. Factors considered when recording an allowance for shelf stock adjustments include estimated Jaunch dates of competing products
based on market intelligence, estimated decline in market price of products based on historical experience and input from customers, and
levels of inventory held by customers at the date of the pricing adjustments.

e. Chargebacks:
The Company coasiders the following factors in the determination of estimates of sales chargebacks:

i) The historical data of chargebacks as a percentage of sales, as well as actual chargeback reports received from primary wholesaler
customers are analyzed on a monthly basis.

if) Volume of all products sold to wholesaler customers and the average chargeback rates for the prior 60 days as compared fo the previous
months prior 60 day average.

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

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

Such estimated amounts, in addition to cestain other allowances, are deducted from the Company's gross sales to determine net revenues. The
amount of actual chargebacks claimed conld be either higher or lower than the amounts accrued. Changes in estimates, if any, would be
recorded in the income statement in the period the change is determined. If the Company materially over or under estimates the amount that
will ultimately be charged back to it by its wholesale customers, there could be a material impact on the Company's financial statements,
The reasonablencss of each reserve is reviewed on a2 monthly basis.

f. Fair valae measurements and valuation processes

Some of the Company’s assets and liabilities are measured at faix value for the financial reporting purposes. Central corporate treasury team
works with various banks for defermining appropriate fair value of derivative assets and liabitities. Central treasury team reports to the Chief
Financial Officer. In estimating the fair value of derivative assels and liabilitics, the Company uses market-observable data to the extent it is
avaifable.

v
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Notes to the Consolidated Financial Statements (Continued)

as at 31 March 2019

UsD
Particulars As at Asat
31 March 2019 31 March 2018
usb Usp
3.2 Investmenis:
Investment in venture capital fund (unquoted) 196,584 -
TOTAL 196,584 -
33  Ilovenmtories:
Raw and packing materials 4,062,552 5,909 470
Work-in-progress 629,407 740,768
Finished goods 5,000,269 9,426,862
Stock-in Trade 38,518,581 36,691,925
TOTAL 48,210,809 52,769,025
Note: The Group follows suitable provisioning norms for writing down the value of inventories towards
slow moving, non moving, expired and non saleable inventory. Write down of inventory for the year ended
31 March 2019 is USD 2,210,947 (31 March 2018: USD 3,122,052)
3.4  Trade Receivables:
(Unsecured)
Considered good 94,412,555 76,411,636
Credit impaired 28,659 11,331
Less: Loss allowances (28,659) (11,33
TOTAL 94,412,555 76,411,636
3.5  Cash and Cash Equivalents:
Balance with Banks:
In Current Accounts 2,067,769 6,123,632
TOTAL 2,067,768 6,123,632
3.6 Loans:
Current Loans (Unsecured, Considered Good, unless Otherwise stated)
Security Deposits - 25,935
TOTAL - 25,935
3.7  Other Financial Assets:
Other receivables 19,645,373 14,920,136
TOTAL 19,645,373 17,920,135
Note: Above loans include amount due from related parties USD 19,645,373 (31 March 2018: USD
14,914,323} - Refer Note 3,29
3.8  Other Current Assets
Advance to Suppliers 1,251,008 -
Prepaid Expenses 180,707 365,421
TOTAL 1,431,715 365,421
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usDp
Particulars As at As at
31 March 2019 31 March 2018
Usp usp

3.9  Member's Capitak

Member's Capital 9,561,556 8,561,556

TOTAL 9,561,556 9,561,556

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

Pasticulars Aa at 3% March 2019 As st 31 March 2018
Number of Units usp Number of Units usp
At the commencement and 22 the end of the year 66,501,766 9,561,556 66,501,766 9,561,556

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

Name of the member: As at 31 March 2018 As at 31 March 2018
Number of Units Ush Number of Units USp
S&B Holdings B.V., Netherlands 66,501,766 100% 66,501,766 100%
Particalars As at As at
31 March 2019 31 March 2018
usp USD
3,10 Other equity
Retained Earnings:
At the commencement of the period/year 57,683,323 44,881,436
Add: Profit for the year 9,922,830 12,801,887
At the end of the period/year 67,606,153 57,683,323

Other Comprehensive Income:

At the commencement of the year - -

Add: Profit for the year - -

At the end of the year - -
TOTAL 67,606,153 57,683,323

3.1} Borrowings:

Loans repayable on demand from Banks 9,103,227 19,000,000

TOTAL 9,103,227 19,000,000

Note: Working Capital loan of USD 9,103,227 (31 March 2018 USD 19,000,000) from bank includes
revolving credit line taken on 3 October 2017 ('closing date') by ThePharmaNetwork, LLC (along with
Ascend Laboratories, LLC) are secured upto USD 30,000,000 by issue of ABF Revolving Credit Facility by
Citi bank NA which is secured by a continuing lien on security interest in all of the Collateral, whether in
the form of cash or other property and whether tangible or intangible as well as Inventory, Receivables,
Equipment and intellectual property of The Pharma Network, LLC (alongwith Ascend Laboratories, LLC).
Interest on this Revolving Credit Facility is payable monthly in arrears on the first business day of each
month at a rate equal to 1.55% plus daily LIBOR. This facility will mature three years after the closing date,

)
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312

3.13

3.14

Particalars As at As at
31 March 2019 31 March 2018

Trade Payables:

Trade payables:

total ousstanding dues of micro enterprises & small enterprises - -

total outstanding dues of creditors othier than micro enterprises & small enterprises 77,184,602 63,798,290

TOTAL 77,184,002 63,798,290

Note: Above Trade payables include amount due to related parties USD 57,566,282 (31 March 2018: USD

53,623,911) - Refer Note 3.29

Other Current Financial Linbilities

Employee payables 1,215,383 751,712

Accrual for Expenses 3,182,044 2,424,976

TOTAL 4,397,427 3,176,688

Provisions:

Provision for anticipated sales retumns {refer note 3.26) 1,307,258 1,030,379

TOTAL 1,307,258 1,030,379

Other Current Liabilities:

Due to statutory authorities 16,722 12,175

TOTAL 16,722 12,175

g
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Jor the year ended 31st March 2019

Usp
Particalars For the Yearended  For the Year ended
31 March 2019 31 March 2018
3.16 Revepue from Operations:
Sale of products 257,235,435 188,435,310
Other operating fevenues:
Bad debts recovered 48,097 -
TOTAL 257,283,532 188,435,310
Disclosure as required under Ind AS 115 - Revenue from contracts with customers
Reconciliation of the amount of revenue recognised in the statement of profit and loss with the contracted price:
R Year ended Year ended
Particulars 31 March 2019 31 March 2018
Revenue as per contracted price 695,640,088 483,424,190
Adjustments:
Less: Sales return 7,565,293 4,653,744
Less: Chargebacks, discounts & rebates 430,235,357 250,335,136
Revenue from contract with customers 257,238,438 188,435310
Other operating revenue 48,097 -
Revenue from Operations 257,283,532 188,435,310
3.17 Cost of materiails consumed:
Cost of saw and packing materials consumed 8,473,758 13,084,814
8,473,758 13,084,814
3.18 Chkanges in Inventories of Finished Goods, Werk-in-Progress and Stock-in-Trade:
Opening Stock:
Finished goods 9,426,862 10,811,113
Stock-in-trade 36,691,925 29,505,995
Work-in-progress 740,768 -
46,859,555 40,317,108
Less: Closing stock:
Finished poods 5,000,269 9,426,862
Stock-in-trade 38,518,581 36,691,925
Work~in-progress 629,407 740,768
44,148,257 46,859,555
TOTAL 2,711,298 (6,542,447
3.19 Employee Benefits Expease:
Salaries, wages and bonus 6,360,566 5,591,782
Contribution to employee funds (refer note 3.23) 167,120 169,247
Employees' welfare expenses 734,585 702,729
TOTAL 7,262,271 6,463,758
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Usp

Particulars

3.20 Finance Cost:

Interest on borrowings*
Other botrowing cost

TOTAL

* Includes guarantee commission USD Nil (31 March 2018 USD 171,903) on financial guarantee given by
the Ultimate Holding Company on foans availed from banks.

3.21  Other Expenses:

Rent (refer note 3.24)

Rates and taxes

Igsurance

Marketing and promotions

Processing charges

Selling and distribution expenses
Legal and professional Fees
Travelling and conveyance

Repairs:

- Others

Communication and printing expenses
License, registration & technology fees
Royalty Expenses

Miscellancous expenses

TOYAL

For the Year ended  For the Year ended
31 March 2019 31 March 2018
645,338 445855
108,879 47,719
764,217 497,574
256,049 289,697
299,491 310,300
680,501 419,556
503,604 458,172
16,596,512 20,206,322
5,416,411 4,147 416
2,271,397 2,143,882
639,265 722,311
602,680 566,467
307,640 378,157
38,166 39,508
8,824,689 5,066,837
1,725,689 1,249,687
38,202,094 35,998 912

‘s
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3.22 Contingent Liabilities and Commitments
a) Contingent Liabilities
The State Attomeys' Generals’, Marion Diagnostic Center, and United Healthcare Services (‘the plaintiffs”) had filed complaints against
various companies including the Company’s wholly owned subsidiary, Ascend Laboratories LLC, USA (*Ascend’) with the Eastern District
of Pennsylvania which alleges a conspiracy between ‘Ascend and other parties’ for increase in prices, allocate markets, rig bids, and decrease
in the production of the product - Nimodipine. Basis the consultation with the legal counsel, the Group's management is of the opinion that it
has strong arguments o counter the plaintiffs’ allegations and thus believes that the matter will not have any material impact on the
consolidated financial statements.
The Group has reviewed all its pending litigations and proceedings and has adequately provided for, where provisions are required and
disclosed as contingent liabilities wherever applicable, in its financial statements. The Group does not expect the outcome of these
proceedings to have materially adverse effect on its financial statements.
b) Commitments
Sr. Particulars As at Asat
No. 31 March 2019 31 March 2018
usp usp
! Uncalled/ Unpaid contribution towards i in funds 772917 -
3.23 Disclosure of Employee Benefits
The Company has maintained a 401(k) Safe Harbor Profit Sharing Plan ("Plan”) to provide retirement and incidental benefits for its eligible
employees. Employees may contribute from 1% 10 15% of their annual compensationto the Plan, limited to a maximum annusl amount as
set periodically by the Internal Revemue Service. The Company contributes 100% of each dollar of elective contributions each eligible
participant makes each plan year, up to the Jimit of 4% of gross pay. All safe harbor contributions vest immediately. The Plan requires that
the contribution be placed in a trust fund in accordance with the Group Annuity Contract between the trustee, Memilt Lynch, Bank of
America.
Particulars For the year ¢nded  For the year ended
31 March 2019 31 March 2018
USD UsD
- Conttibution to 401 (k) Sefe Harbor Plan ("Plan®) 167,120 169,247
3.24 The Company has entered into non - canceliable operating lease agreements for premises/car/Computers. Rent expenses debited
to the Statement of Profit and Loss is as below:
a Operating Lease
Particutars For the year ended  For the year eaded
31 March 2019 31 March 2018
LIS LS5,
Rent expense 296,049 289,697
Total 296,049 289,697

The future minimum lease payments in respect of the non-cancellable lease agreements as on the year end is as below:

Particulars For the year ended  For the year eaded
31 March 2019 31 March 2048
Usn UsD
Not later than one year 284,596 281,338
Later thag one year but not later than five years 1,314,514 1,450,000

Later than five years - 580,000
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3.25 Earnings per unit of comunion stock

Particulars Year ended Year ended

31 Mnrch, 2019 31 March, 2018
Profit [(loss) after tax attributable to members 9,921,830 12,801,887
Weighted avernge number of units of common stock outstanding during the year (in numbers) 66,501,766 66,501,766
Basic and diluted eamings per unit of common stock 0.15 819

326 Disclosure as per Indian Accounting Standard (Ind AS 37) for provisions is as under:
Provision for anticipated sales retumn;
The Company as a trade practice, accepts sales retum from market which are primarnily in the nature of expired or near expiry products.
Provision is made for such returns on the basis of historical experience, market conditions and specific confractual terms.
Particulars As at Az at
31 March 2019 31 March 2018
Carrying amount at the beginning of the year 1,630,379 1,188,480
Add: Provision made during the year 5,429,248 2,926,020
Less: Amount used/utilized during the year (5,152,369) (3,084,121)
Carrying amount at the end of the year 1,307,258 1,030,379
Particulars As at Asat
31 March 2019 3% March 2018
Non current provision - -
Curreat provision 1,307,258 1,030,379
Total 1,307,258 1,030,379
3.27 Impairment testing for cash eperating unit (CGU) containing goodwill

Goodwill was assigned on the purchase of Medical Speciality Consuitants (MSC"), LLC for a total of USD 857,098. Contingency payments
have been valued based upon the revenues and cash flows from this activity which have remained fairly consistent since the acquisition.

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

amount,

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

Based on the above assumpticnsand analysis, no impairment was identified for above goodwill as at 31 March 2019 and 31 March 2018 as
the recoverable value of the goodwill exceeded the carrying value.

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

RSy
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3.27

Impairment testing for cash operating unit (CGU) containing goodwill(Continued)

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

Particulars

Pre-tax adjusted discount rale (in %}
Long-term growth rate (in %)

MSC

11.94%
2.00%

Key assumptions used in the value-in-use calculations

Assumptions
Long-term growth rate

Pre-tax risk adjusted discount rate

How determined

The growth rates are based on industry growth forecasts.
Management determines the budgeted growth rates based on past
perfc and its exp i on market development. The
weighted average growth rates used were consistent with industry
repotts

M: di rates using pre-tax rutes that reflect
cum:nt market assessments of the risks gpecific to the CGU, tnking
into consideration the time value of money and individual risks of}
the underlymg essets that have not been incorporated in the cosh
flow The di rate caleulation is based on the specifig

it of the Comp and is derived from its weighted]
average cost of capital (WACC)
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Segment Reportisg

Basis for Segmentation
The operations of the Group are limited to one segment viz. Pharmaceutical and related products. The products being sold under this

segment are of similar nature and comprises of pharmaceutical products only.

The Company's Chief Operating Decision Maker (CODM) reviews the intemal management reports prepared based on an aggregation of
financial information for all entities in the Group (adjusted for intercompany eliminations, adjustments etc.) on a periodic basis.

Entity-wide disclosures

The geographical information analyses the group's revenues and non-current assets by the company's country of domicile (i.e. USA) and
other countries. In presenting the geographical information, segment revenue has been based on the geographical {ocation of customers
and segment assets have been based on the geographic tocation of the assets,

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

The Group have external revenue from three customers which exceeded 10% of total revenue which accounts for 80.0% and 80.8% for the
year ended 31 March 2019 and 31 Maych 2018 respectively.
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Information on related party transactions as required by Indian Accounting Standard 24 (Ind AS 24) on related party disclosures for the
year ended 31 March 2019,

The Group's principal related parties consist of ifs ultimate holding company, holding company, key managerial personnel and fellow
subsidiaries. The Group’s material related party transactions and outstanding balances are with related parties with whom the Group
routinely enter into transactions in the ordinary course of business.

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

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

Details of Transactions with Related Parties

Sr. No. Particulars Key Mansgenial  Ultimate Holding Holding Fellow
personnel Company Company Subsidiary}
1 Repayment of loan given . - - .
. - - (6,000,000)
2 Purchsse of stock in trade - 126,429,643 ~ 4,118,260
- {114,517,632) - (6,613,570)
3 Reimbursement of expenses by - 1,008,284 - -
. (3,414 486) - (33,000)
4 Royalty expense - - . 1,348,915
5 Guarantee commission and reimbursement of SBLC charges - - - -
- (171,903) - -
6  Remuneration to Key Managenal Personnel
Short term employee benefits - Salary and allowances 1,015,340 - - -
(976.000) - . .

The Company’s management is of the view that all the related party transactions were made on tenns equivalent to those that prevail in an
arm’s length transactions,

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

Balance due from/ to the related Partics as at 31 March 2019

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

1 Trede Payables ’ - 56,889,993 676,289 57,566,283

2 Other receivables 15,346,163 3,956,708 342,563 19,645,373

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

Sr. No. Particulers Holding Company  Ultimate Holding Fellow Subsidiury Tots}
Company
1 Trade payables - 52,120,282 1,503,629 53,623,911
2 Trade receivables - - 76,860 76,860
3 Other receivables 15,965,938 2,948,423 5,775 14,920,136

¢
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3.30 Financial instruments — Fair values and risk management

A. Accounting classification and fair values

The Group has exposure to the following risks erising from financial instruments:
* Credit risk ;

« Liquidity risk ; and

* Market risk

i Risk management framework

As at 31st March, 2019
Carrying xmonnt Fair value
FVTPL FVYTOCI Amortised Total Level Level 2 Level 3 Total
Cost
Finzncial assefs
Cash and cash equivalents - - 2,067,769 2,067,769 - - - -
Investments 196,584 - - 196,584 - 196,584 - 196,584
[Trade receivable and other - - 114,057,928 114,057,928 - - - -
finaneial assets
196,584 - 116,125,698 116,322,283 - 156,584 - 196,584
Financial inbifities
Borrowings - - 9,163,227 9,105,227 - - - R
Trade and other payables - - 77,184,002 77,184,002 - - - -
Other Current financial liabilities - - 4,397,427 4,397,427 - - - -
- - 90,684,656 90,684,656 - - - -
As at 31st March, 2018
Carrying amount Fair value
FVTPL FVTOCT Amortised Total Level 1 Level2 Level3 Total
Cost
{Financial assets
Cash and cash equivalents - - 6,123,632 6,123,632 - - - -
Loans - - 25,935 25935 - - - -
Trede and other finencial assets - - 91,331,771 91,331,771 - - - -
- - 97,481,338 97,481,338 - - - -
Financial liabilities
Long term borrowings (Including - - 19,000,000 19,000,000 - - - -
curtent maturity of Long term
borrowings)
Ttode and other payables - - 63,798,290 63,798,290 - - - -
Other current financial liabilities - - 3,176,688 3,176,688 - - - -
- - 85,914,978 85,974,978 - - - -
B e e ey

The Company’s Board of Directors ("Board") has overall responsibility for the establishment and oversight of the Company's risk

management framework. The Board is responsible for developing and monitoring the Company’s risk management policigs.

&
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3.30 Financial instruments — Fair values and risk management (Continued)

ii

Credit risk

Credit risk is the risk of financial loss to the Group if a customer or counterparty 1o a financinl instrument fails to meet its contractuat
obligations, and arises principally from the Group's receivables from customers and investments in debt securities.

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

Trade and other receivables

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

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

At 31 March 2019 and 31 March 2018, the entire exposure to credit risk for trade receivable is majorly from its country of domicile ie.
United States of America.

At 31 March 2019 the Group had exposure to only one type of counler party i.c. wholesalers. Three customers represented
approximately 87% of gross trade receivable balance as on 31 March 2019,

At 31 March 2019, the maximum exposure (net of rebates and chargebacks) to credit risk for trade and other receivables by geographic
region was as follows.

Particulars 31 Masch 2019 31 March 2018i
Country of Domicile 94,412,555 76,411,636
India 3,956,708 2,948,423

98,369,263 75,360,059
Impairment

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

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

Particulars 31 March 2019 33 Mxrch 2018
Neither past due nor impaired 78,272,955 75,980,217
Past due 1180 days 15,507,423 431,419
Past due more than 180 days 632,117 -
94,412,555 76,411,636

Management believes that the unimpaired amounts that are past due by more than 186 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 atlowance for impairment in respect of trade and other receivables during the year was as follows.

gParﬁtuhn 31 March 2019 31 March 2018
Balance as at beginning of the year 11,331 35,869
Impairment loss recognised 17,328 -
Asmounts written off - (24,538)
Balance as at the end of the year 28,659 11,331
Other financial assets

Credit risk on cash and cash equivalents, deposits with banks is generally low as the said deposits have been made with the banks who
have been assigned high credit rating by international and domestic credit rating agencies. %
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iif Liguidity risk
Liquidity risk is the risk that the Group will encounter difficulty in meeting the obligations associated with its financial labilities that
are settled by delivering cash or another financial asset. The Group’s approach to managing liquidity is to ensure, as far as possible,

that it will have sufficient liquidity to meet its liabilities when they are due, under bath normal and stressed conditions, without
incurring unacceptable losses or risking damage to the Group’s reputation.

Exposure to liguidity risk

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

Contractusi cash flows
31 March 2019 Carrying Totat 2months  2-12 months 1-2 years 2-Syears  More than 5
amonnt or less yeurs
UsSD
Noa-derivative finsncial liabilities
Cwrrent borrowings 9,103,227 9,103,227 9,103,227 - - - -
Trade payables 77,184,002 77,184,002 77,184,002 - - - -
Other current financial lisbilities 4,397,427 4,397,427 4,397,427 - - - -
Contractual cash flows
31 March 2018 Carrying Totst 2 monthsor  2-12 months 1-2 years 2-8 yesrs More than §
amount less years
ush
Non-derivative financiat liabilities
Non current borrowings 19,060,600 19,000,000 19,000,000 - - - -
Trade payables 63,798,290 63,798,290 19,673,158 44,125,132 - - -
Other current financial liabilities 3,176,688 3,176,688 3,176,688 - - - -

iv  Market risk

Market risk refers to risk of fluctuation in fair values or future cash flows because of changes in market rates or prices. The Group's
exposute from market risk is primarily on account of interest rate risk.
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Financial instruments — Fair values and risk massgement (Continued)

Interest rate risk

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

Exposure to inferest rate risk

Group's interest rate risk arises from borrowings and fixed income securities. Fixed income securities exposes the Group to fair value
interest rate risk. The interest rate profile of the Group's interest-bearing financial instruments as reported to the management of the Group
is a3 follows.

Carrying amouat in USD
31 March 2019 31 March 2018

Fixed-rate inatruments
iFinsncial aseets - 25935
Financial lisbilities . -

- 25,935
Varisble-rate instruments
Financial linbilities 9,103,227 19,000,000
Tota} 9,103,227 15,000,000

Fair value seasitivity analysis for fixed-rate instruments

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

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

Cash flow sensitivity analysis for variable-rate instruments

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

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

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

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

Particulary Azat As o]
31 March 2019 31 March 201§
Total Borrowings {including current maturities) 9,103,227 19,000,000
Less : Cash and cash equivalent 2,067,769 6,123,632
Adjusted net debt 7,035,458 12,876,368
Tots! equity 17,167,710 67,244,879
Adjusted equity 17,167,710 67,244,879
Adjusted net debt to totai equity ratio 0.09 019

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 Company has ot applied as they are effective for annual periods beginning on or after
April 1, 2019:

- Ind AS 116, Leases
The Company is required to adopt Ind AS 116, Leases from 1 April 2019. The Company has assessed the estimated impact that initial
application of Ind AS 116 will bave on its standalone financial statements, as described below:

Ind AS 116 introduces a single, on-balance sheet fease accounting model for lessees. A lessee recognises a right-of-use asset representing its
right to use the underlying asset and 2 fcase lability representing its obligation to make lease payments. There are recognition exemptions
for short-term leases and leases of low-value items. Lessor accounting remains similar to the cumrent standard — i.e. lessors continue to
classify Jeases as finance or operating Ieases. 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 (sce Note 3.29a).
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 liabilities,

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 Jease liabilities of USD 1,181,398 as at

1 April 2019. @

-
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The Company plans o apply Ind AS 116 initially en 1 Apnl 2019, using the modified retrospective approach. Therefore, the Comp
records the feuse Hability s the present value of the yemaining Jease payments, discounted at the increrental borrowing rate and the right of
use ssset us en amount equal to the lease liability, adjusted by the amount of any prepaid or aecrued lease payments related to that lease
recogmised under Ind AS 17 immediately before the date of initial application.

The Company has elected cerinin available practical expedicats on transition.

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

- Amendments to fnd AS 103, Business Combipations, and Ind AS 111, Joint Arangements: This interpreiation clarifies how an entity
accounts for incteasing its interest in & joint operation that meets the definition of a busipess.

- Amendments to Ind AS 109, Financial Insinuments: amendments relnting to the classification of particular pre payable financiat assets

- Amendments to Ind AS 12, Income Taxes, clanify that alf i tax consequences of dividends (including payments on fisascial
instruments elezsified as equity) are reeognized consistently with the transactions that generated the distributable profits — Le. in profit or
foss, other comprehensive income or equity. Further Appendix C, uncertrinty over income tax treatments has been added to clarify bow
entities should reflect uncertainties over income tax trentments, in particular when assessing the outcome a fax avthority might teach with
full knowledge end infonmation if it were to make an examination.

- Amendment to Ind AS 19, Ewmployee Benefits - The amendment to Ind AS 19 clasifies that on amendment, curtailment or settlement of &
defined bensafit plan, the current sexvice cost and net interest for the remainder of the annuat reporting period are calculated wsing updated
actuarial assumptions — i.c. consistent with the calculation of a ain or loss on the plan amendment, curtwilment or seftlement. This
amendment slso clarifics that an entity first detenmings any pest service cost, or a gain or Joss on setflement, without considering the effect
of the asset ceiling. This amount is recognized in profit or loss. The entity then defermines the effect of the asset ceiling after plas
amendment, curtafiment or settlement. Any chanpe in that cffect is recognized in other comprebensive income (except for arounts {ncluded
in nel interest).

~ Amendments to Ind AS 23, Borrowing Costs, ¢larify that the general borrowings poal used to calculste eligible borrowing costs excludes
only bormowings that specificatly finance qualifying sssets that are still under development or construction.

The accompanying notes are an integral part of these financisl statoments
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