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Independent Auditor’s Report
To the Members of Ajanta Pharma (Mauritius) Ltd.(Consolidated)

Report on the Consolidated Financial Statements

The accounts of AJANTA PHARMA MAURITIUS LTD and AJANTA PHARMA MAURITIUS
INTERNATIONAL LTD. are being audited under the local laws of the country by the statutory auditor
for the period Ist Jan 2018 to 31st December 2018. Financial Stalements of AJANTA PHARMA
MAURITIUS LTD. consolidated with Ajanta Pharma Mauritius International Ltd for the period Ist April
2018 to 31st March 2019. The holding company Ajanta Pharma Limited (India) follows the period !st
April 2018 to 31st March 20}9. In order to consolidate the accounts of Ajanta Pharma Mauritius Ltd
(Consolidated) with that of the holding company, we have been appointed by the management of the
company to audit the reinstated accounts of AJANTA PHARMA MAURITIUS LTD. (Consolidated) for
the period Ist April 2018 to 31st March 2019 under the companies Act in accordance with generally
accepted accounting principles in India (Ind AS).

Opinion

W[:: have audited the accompanying Consolidated Ind AS financial statements of AJANTA
PHARMA MAURITIUS LTD. (CONSOLIDATED) (“the Company”) (hereinafter referred to as
the 'Holding Company”) and its subsidiaries (Holding Company and its subsidiaries together referred to
as “the Group”), comprising of the Consolidated Balance Sheet as at 3)st March 2019, the
Consolidated Statement of Profit and Loss (including other comprehensive income), the
Consolidated 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
Consolidated Ind AS financial staiements™) prepared in accordance with group accounting
policies followed by Ajanta Pharma Lid. These Consolidated financial statements have been
prepared solely to enable Ajanta Pharma Ltd. to prepare it5 consolidated financial statements.

In our opinion and to the best of our information and according to the explanations given to us,
the aforesaid Consolidated financial statements give the information required by the Act in the
manner 5o required and give a true and fair view in conformity with the accounting principles
generally accepted in India, of the state of affairs of the Company as at March 31, 2019, and
profit/loss, and its cash flows for the year ended on that date.

R Union

We conducted our audit in accordance with the Standards on Auditing (SAs) specified under
section 143(10) of the Companies Act, 2013. Our responsibilities under those Standards are
further described in the Auditor’s Responsibilities for the Audit of the Consolidated financial
statements section of our report. We are independent of the Company in accordance with the
Code of Ethics issued by the Institute of Chartered Accountants of India together with the ethical
requirements that are relevant to our audit of the consolidated financial statements under the
provisions of the Companies Act, 2013 and the Rules thereunder, and we have fulfilled our other
ethical responsibilities in accordance with these requirements and the Code of Ethics. We believe
that the audit evidence we have obtained is sufficient and appropriate (o provide a basis for our
opinion.




Key Audit Matters

Key audit matters are those matters that. in our professional judgment, were of most significance
in our audit of the consolidated financial statements of the current period. These matters were
addressed in the contexi of our audit of the consolidated financial statements as a whole, and in
forming our opinion thereon, and we do not provide a separate opjnion on these matters.

Management’s Responsibility for the Consolidated Ind AS Financial Statements

The Company’s Board of Directors is responsible for the matters stated in section 134(5) of the
Companies Act, 2013 (“the Act™) with respect to the preparation of these Consolidated financial
statements that give a true and fair view of the financial position, financial performance, and
cash flows of the Company in accordance with the accounting principles generally accepted in
India, including the accounting Standards specified under section 133 of the Act. This
responsibility also includes maintenance of adequate accounting records in accordance with the
provisions of the Act for safeguarding of the assets of the Company and for preventing and
detecting frauds and other irregularities; selection and application of appropriate accounting
policies; making judgments and estimates that are reasonable and prudent;, and design,
implementation and maintenance of adequate internal financial controls, that were operating
effectively for ensuring the accuracy and completeness of the accounting records, relevant to the
preparation and presentation of the financial statement that give a true and fair view and are free
from material misstatement, whether due to fraud or ertor.

In preparing the financial statements, management is responsible for assessing the Company’s
ability to continue as a going concern, disclosing, as applicable, matters related to going concern
and using the going concern basis of accounting unless management either intends to liquidate
the Company or to cease operations, or has no realistic alternative but to do so.

Those Board of Directors are also responsible for overseeing the Company's financial reporting
process in accordance with the group accounting policies followed by Ajanta.

Auditor’s Responsibility

Our objectives are to obtain reasonable assurance about whether the consolidated financjal
statements as a whole are free from material misstatement, whether due to fraud or error, and to
issue an auditor’s report that includes our opinion. Reasonable assurance is a high level of
assurance, but is not a guarantee that an audit conducted in accordance with SAs will always
detect a material misstatement when it exists. Misstatements can arise from fraud or error and are
considered material if, individually or in the aggregate, they could reasonably be expected to
influence the economic decisions of users taken on the basis of these financial statements.

Report on Other Legal and Regulatory Requirements

As required by Section 143(3) of the Act, we report that:
(a) We have sought and obtained all the information and explanations which to the best of our
knowledge and belief were necessary for the purposes of our audit.

(b) In our opinion, proper books of account as required by law have been kept by the Company
so far as 1{ appears from our examination of those books
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(c¢) The Balance Sheet, the Statement of Profit and Loss, and the Cash Flow Statement dealt with
by this Report are in agreement with the books of account.

(d) In our opinion, the aforesaid Consolidated financial statements comply with the Accounting
Standards specified under Section 133 of the Act, read with Rule 7 of the Companies (Accounts)
Rules, 2014.

(e) On the basis of the written representations received from the directors as on 3 1st March, 2019
taken on record by the Board of Direclors, none of the directors is disqualified as on 31st March,
2019 from being appointed as a director in terms of Section 164 (2) of the Act.

(f) With respect to the adequacy of the internal financial controls over financial reporting of the
Company and the operating effectiveness of such controls, refer to our separate Report in
“Annexure A”.

(g) With respect to the other mafters to be included in the Auditor’s Report in accordance with
Rule 11 of the Companies (Audit and Auditors) Rules, 2014, in our opinion and to the best of our
information and according to the explanations given 10 us:

i. The Company does not have any pending litigations which would impact its financial position;,

ii. The Company has not entered into any long-term contracts including derivative contracts,
requiring provision under the applicable law or accounting standards, for material foreseeable
losses; and

iii. There has been no delay in transferring amounts, required to be transferred, 1o the Investor
Education and Protection Fund by the Company.

Jor G.R.Modi & Co
Chartered Accountants
Firm’s reglslrat number: 112617

ﬁw

CA Swapnil Modi

Pariner

Membership number: 107574
Mumbai

22" April 2019




Annexure - A to the Auditors’ Report

Report on the Internal Financial Controls under Clause (i) of Sub-section 3 of Section 143
of the Companies Act, 2013 (*the Act”)

We have audited the internal financial controls over financial reporting of AJANTA PHARMA
MAURITIUS LTD. (Consolidated)(“the Company”) as of 31 March 2019 in conjunction with
our audit of the Consolidatedfinancial statements of the Company for the year ended on 1hat date.

Management's Responsibility for Internal Financial Controls

The Company’s management is responsible for establishing and maintaining internal financial
controls based on the intemnal control over financial reporting criteria established by the
Company considering the essential components of internal control stated in the Guidance Note
on Audit of Internal Financial Controls over Financial Reporting issued by the Institute of
Chartered Accountants of India (‘ICAIY). These responsibilities include the design,
implementation and maintenance of adequate internal financial controls that were operating
effectively for ensuring the orderly and efficient conduct of its business, including adherence to
company’s policies, the safeguarding of its assets, the prevention and detection of frauds and
errors, the accuracy and completeness of the accounting records, and the timely preparation of
reliable financial information, as required under the Companies Act, 2013.

Auditors’ Responsibility

Our responsibility is to express an opinion on the Company's internal financial controls over
financial reporting based on our audit. We condueted our audit in accordance with the Guidance
Note on Audit of Internal Financial Controls over Financial Reporting (the “Guidance Note™)
and the Standards on Auditing, issued by ICAI and deemed to be prescribed under section
143(10) of the Companies Act, 2013, o the extent applicable to an audit of internal financial
controls, both applicable to an audit of Internal Financial Controls and, both issued by the
Institute of Chartered Accountants of India. Those Standards and the Guidance Note require that
we comply with ethical requirements and plan and perform the audit to obtain reasonable
assurance about whether adequate internal financial controls over financial reporting was
established and maintained and if such controls operated effectively in all material respects.

Our audit involves performing procedures to obtain audit evidence about the adequacy of the
internal financial controls system over financial reporting and their operaling effectiveness. Our
audit of internal financial controls over financial reporting incjuded obtaining an understanding
of intemnal financial controls over financial reporting, assessing the risk that a material weakness
exists, and testing and evaluating the design and operating effectiveness of intemal control based
on the assessed risk. The procedures selected depend on the auditor’s judgment, including the
assessment of the risks of material misstatement of the Consolidated financial statements,
whether due to fraud or error.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a

basis for our audit opinion on the Company’s internal financial controls system over financial
reporting.




Meaning of Internal Financial Controls over Financial Reporting

A company's internal financial control over financial reporting is a process designed to provide
reasonable assurance regarding the reliability of financial reporting and the preparation of
consolidated financial statements for external purposes in accordance with generally accepted
accounting principles. A company's intemal financial control over financial reporting includes
those policies and procedures that (1) pertain to the maintenance of records that, in reasonable
detail, accurately and fairly reflect the transactions and dispositions of the assets of the company;
(2) provide reasonable assurance that transactions are recorded as necessary to permit
preparation of consolidated financial statements in accordance with generally accepted
accounting principles, and that receipts and expenditures of the company are being made only in
accordance with authorizations of management and directors of the company; and (3) provide
reasonable assurance regarding prevention or timely detection of unauthorized acquisition, use,
or disposition of the company's assets that could have a material effect on the financial
statements.

Inherent Limitations of Internal Financial Controls Over Financial Reporting

Because of the inherent limitations of internal financial controls over financial reporting,
including the possibility of collusion or improper management override of controls, material
misstatements due to error or fraud may occur and not be detected. Also, projections of any
evaluation of the internal financial controls over financial reporting to future periods are subject
to the risk that the internal financial control over financial reporting may become inadequate
because of changes in conditions, or that the degree of compliance with the policies or
procedures may deteriorate.

Opinion

In our opinion, the Company has, in all material respects, an adequate internal financial controls
system over financial reporting and such internal financial controls over financial reporting were
operating effectively as at 31 March 2019, based on the internal control over financial reporting
criteria established by the Company considering the essential components of internal control
stated in the Guidance Note on Audit of Internal Financial Controls Over Financial Reporting
issued by the Institute of Chartered Accountants of India.

Jor G.R.Modi & Co

Chartered Accountants

Firm's regieratiojnw_ ber: 112617W
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CA Swapnil Modi (% 1orsre
Partner

| O
Membership number: 107574
Mumbai
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'Ajanu Pharma (Mauritius) Limited

| " Consolidated Balance Sheet

a3 3t 31 March 2019

_ - ] B — | 31-Mar-19 | 31-Mar-18
| ) ] " | Note N_B—" Rs. in Lacs Rs. in Lacs
'I_Asseu
| Non-Current Assets - - - 1
@) Properly, Plant and Equipment ) - 4 614.88 611,31
L by Financial Assets ' T ’
| (1) Non-current Investments - T 5  1,29876 75735
" | () Other Non-current Financial Assets I 24.75 T 22.07
Total Non-Current Assets | | 1,937.80 ' 1,390.73
| Current Assets ! !
_(a)__ Inventories i 7 7.3 1,665.68
| (b) | Financlal Assets - ___ I I
(i) Trade Receivables - - - 8 T 354304 | 6,180.46
(i) Cash and cash equwalents _ 9 _ A121.24  2,948.33
| (¢) | Other current assets 10 1,564.02 | 1,148.17
o Total Current Assets | I 9,705.53 . 11,942.65
Total Assets 11,643.33 " 13,333.38
| Equity And Liabilities - I o
B S S
(a] Equity ¢ Share Capilal B B 1 f _943.81 94381
_(b) _OtherEquity 12 9,760, 17 11,007.63
| Total Equity ! ' 10,703.98 ' 11,951.44
[ Liablfitles - - 1 ' o
|| Current Liabilities - - _ ~ R
(a) _ Other current liabilities RE $39.35 1,381.94
Total Current Liabilities | 939.35 1,381.94
| Total Equity and Liabilities 11,643,313 . 13,333.38
|| see accompanying notes forming part of the consoiidated financial statements L |
" | 'In terms of our report attached - - [
" | For G. R, Modi & Co. - - i For and on behalf of Board of Directars
| Chartered Accountants - of Ajanta Pharma (Mauritius) Limited
uw FRN: 112617W) > - _
_ = ? ) [‘q Wq.,r:{_ S S
J,r, \v\? AR e, R e T LA
_ | SwapnilWodi - "Yogesh M. Agrawal -
_ Partner - - ~ | Director |
I 77 Mumbal, 22 April, 2019 - - ! ] -




T

|Ajanta Pharma (Mauritius) Limited

Consolidaled Statement of Profit and Loss

for the year ended 31 March 2019
I

__ see accompanying notes forming part of the consolidated financial statements

' I 31-Mar-19 31-Mar-18
Note No | Rs. in Lacs , Rs.inLacs
| Income : ! f
_Revenue from operations o ) h - B 14 25,904.05 | 29,447.12
“Other income T - IR (124.79) 372.75
: Total Income ! 25,779.25 29,819.87
| Expenses :
Cost of Materials Consumed B - - N 16 312.04 285.31
| Purchase of Stock-in-Trade B - ) N 17 695479 9,574.48
Changes in inventories of Finished Goods/Work n-p Progress/Stock -in- Trade 18 1,084.47 437.12
| Employee Benefits Expenses - 19 732,48 568.06
_' Finance Costs - B N N ~ T . .
_Depreciation and Amortisation Expense o - N ) - 20 _6L76 112,80
Other Expenses o 11,618.52 |  10,789.51
Total Expenses ' ! 20,765.06 21,767.28
J Profit Before Tax | 5,014.20 | 8,052.59
Tax Expense: )
| CumemtTax _ 133.91 644.81
Deffered Tax | : .
Profit For The Year , | 4,880.29 . 7,407.78
— | ! |
" | Other Com_prehe?sive W:ome_I{Los?) N R I -
| Items that will be reclasslﬂed subscquent:ly to proﬂt or loss: . B |
- Exchange differences on translation of roreign operauons - ‘ {3010) 480.11
" | Income tax relating to ftems that wiil be reclassified to profit or loss |
Net other Comprehensive Income / (Lou) to be reclassified subsequently to proﬂt or loss I (3_9_29) 480.11
| Other Comprehensive Income / (Loss) for the year, net of tax | | {30.20) 480.11
Total Comprehensive Income / (Loss) for the year 4,850.09 | 7,887.88
" | Earning Per Equity Share (Basic & Diluted) (Face Value MUR100/-) Y 795.11 | 1,206.89

| In terms of our report attached

e "‘_,M

| For G. R, Modi & Co.
Chsartereq_i Accountants
| (ICATFRN : 11261,nvr —

= Swapnl Modl

Partner B
| Mumbai, 22 April, 2019

""For and on behalf of Board of Directors
of Ajanta Pharma (Maurilius) lehed

,-q@vw‘

. Yogesh M. Agrawal ’

~ | Director




_Ajanta Pharms (Maurities) Limited [ i

|
Statement of Consolidated Cashflows for the year ended 31 March 2019 | ~ (Unlacsy
T A | AT Marhaois
" A | Cash Flaw from Op Operating Activitiex I I
T | IProfitbefore Tax | I R T T 8,052.59
) | Adjpstment for - || B | '
1 | Depreciatior EndAmo.' "'-I“fxpcré R T _sz_._l'ai__ - 11280
—_ — FWC&SB o S - . —n - _— . —n - —
! | Exchange Fluctuation | | (30.20) | 61432
|| Operating Cashflows before Working Capital Changes | 5,046.76 | I 8.779.71
__} C‘hangcs in Working Capital : | | : ] | B _: T
Dccr:ﬁ; {!ncrepsc) in Trade and other R: Reccl\ablcs g 617 42 | (3,343.95)
~ | 7| Decrease (increasc) in Other Non Cumrent Assets | (08 | (029)
" |7 Decrease (Increase) in Other Current Assets I @sss) | T mos
7] Deerease (Increase) in Inventories 118848 T 29323
s oy Increase (Decreasc) in Other Current Liabiliies | | '_(4'4ﬁ9';i_ I 806l
" |7 Cash Generated from Operations 80ILI12 | | 7,77034
_[ | Net Income tax paid T aneyl T (644 81)
B 1 Net Cash Generated from Operating Activities ' il AR 7,878.21 702554
] i [ A e e N ]
1 B | _Cuh Flow from lmreslmgAclmlk: - N
~ —l— ] Caplla] Expen_dnur\':on Propm) Piam and Equl_pmcnt m_cludmg Capq - (66_ 3_4)_| B | - B B (IIJ Ib}
1l Purchase of non-current [nvestmenis | | (541 A1), l (757 :S)
_ | [NetCash used in Tovesting Activities = i — A (767.5D)
| (_f: C_:sh Flow fr from Fi_ummgdﬂ\cnmm - __ 1 _:_ e | I D
[ Proceeds ('Repaymcn!) of Current Bormwlngs [ | ; % ]
T | DividendPad | | T 6mwI1ss) (a3
_ | [NetCash used In Financing Activities (7)Y %
"~ | [ Netincrease/(Decrease)in Cash and Cash Equivalents | |~ wmst| [ 2028
:: J Cashand_%h_ﬁﬂa_lcmsmauheBcgmmngofthc Year | o :z,g_;ﬁ;i T 9s0s
Cash and Cash Equivalents as at the End of the Year | $,121.24 | 294833
Figures in brackets indicates outlow.
Note :

). The above Cash Flow Statement has been prepared under Indirect Method' as set out in Accounting Standard 7 (Ind AS - 7) "Stalement of Cash Flow"
under Section 133 of the Companies Act 2013,

2. Cash comprises cash on hand, current accounts and depasits with banks, Cash equivalents are sholrt-tenn balances (with an onginal manmicy of three
months or less from the date of acquisition)

See accompanying notes forming part of the consolidated fi 1al
Ib termx of onr report atisched
For G. R Modi & Co.

Chsriecred Accountants
(ICATFRN: | A

For and on behslf of Board of Dircctors of
Ajanta Pharma (Mauritius) I:a'zom

Y G

Yogesh M. Agrawal
Director

SwiapnilModi
Parmer
Mumbal, 22 April, 2019




Ajanta Pharma (Mauritius) Ltd. L | \ - . o _ | |
Consolldated Statement of Changes in Eqmty for the ye year ended 31 March 2019 ) ‘ | | | _ | _ ]
| | I - _ . | I _
|A, Equity Share Capital | [ | | . Tinlacs | l | _
Balance as at 1 April Changes in equity share | Balance as at 31 March | |
2018 capital during the year | 2019 | B ] | ]
Authorised : 1,494.30 - 1,49430 | ! 1 _
Issued 943.81 - 381 N I
Subscribed & Paid up: “943.81 | - ) 943.81 | F 1 -
B. Other Equity R . | B [ ' _ I _
Particulars Capital | Securities | General | Share Based | Retained | Foreign | Other items of Total | Non- | Total Equity
Redemption | Premium | Reserve Payment Earnings Currency other Controlling
| Reserve Account Reserve | Translation [ comprehensive Interests
| | . | Reserve income . . |
As at 1 April 2017 ' = | - | 7,489.42 | 240.60 |  (265.54) - | 7,464.49 | - | 7,464.49
Profit for the perod ' z | - - 7,407.78 - - 7,407.78 | - | 7,407.78
Other comprehensive income T i NC o | = |l | ] 480.11 - 480.11 | - 480.11
Total comprehensive income | = | - - - 7,407.78 | 480.11 | - 7,887.88 | - 7,887.88
Transfer to General réserve il i " - . - _ - -
DividendPaid —— | | @a3a7el | |_(4,344.74)| | (4,344.74)
At 31 March 2018 | = | - | 7,489.42 - | 3,303.64 214.57 | - | 11,007.63 - | _11,007.63
Profit for the period ] | I 4,880.29 | I | 4,880.29 | - 4,880.29
Other comprehensive income . ] | e ) (30.20)| (30. 20). (30.20)
Total comprehensive income ' - | - 4,880.29 | (30.20)| - | 4,850.09 | - | 4,850.09
Dividend Paid ) | T | (6,097.55)| ] (6,097.55) - (6,097.55)
At 31 March 2019 , - . - 17,489.42 - 2,086.38 184.37 | - 9,760.17 | - | 9,760.17
See accompanying notes forming part of the financtal statements
In terms of our report attached
For G. R. Modt & Co. For and on behalf of Board of Directors of Ajanta Pharma (Mauritius) Limited
Chartered Accountants
(ICAI FRN : 112 (\
:
- ;G‘(' ktxf}ﬁ) 1/ -—_-:"_-_,’" '_tu/“/\ b
Swapnn Modi Yogesh M. Agrawal
Partner Director
Mumbai, 22 April, 2019




Ajanta Pharma (Mauritius) Limited
Notes to the Consolidated Financial Statements as on 31 March 2019

1.

Corporate Information

Ajanta Pharma (Mauritius) Ltd. is a limited liability company incorporated and domiciled in
Mauritius and js a wholly owned subsidiary of Ajanta Pharma Ltd., India. The address of its
registered office is Jocated at BPML Building, Royal Road, Goodlands, Mauritius. The Consolidated
Financial statement (“CFS”) comprises the Company and its subsidiary (referred to collectively as
the “Group”).

The Group is primarily involved in manufacturing and marketing of speciality pharmaceutical
quality finished dosages.

The Consolidated Financial Statements were authorised for issue by the Company’s Board of
Directors on 22 April, 2019.

Basis of Preparation

These consolidated financial statements have been prepared in all material aspects in accordance
with the recognition & measurement principles laid down in Indian Accounting Standards
(hereinafter referred to as the ‘Ind AS’) read with Rule 4 of the Companies (Indian Accounting
Standards) Rules, 2015 as amended and other relevant provisions of the Act and accoumting
principles generally accepted in India.

These financial statements have been prepared on an accrual basis and under the historical cost
basis, which have been measured at fair value or revalued amount wherever applicable.

Basis of Consolidation

These consolidated financial statements comprise the financial statement of the Company and its
wholly owned subsidiary Ajanta Pharma Mauritius (Int’l) Ltd. The financial statements of the
Company and its wholly owned subsidiary have been consolidated on a line by line basis by adding
together the book values of like items of assets, liabilities, incomes and expenses after eliminating
infra-group balances, intra-group transactions and unrealised profits resulting there from and are
presented to the extent possible, in the same manner as the Group’s independent f{inancial
statements. The statement of profit and loss and each component of other comprehensive income are
attributed to the equity holders of the Company.

These consolidated financial statements of the Company and its wholly owned subsidiary have been
consolidated using uniform accounting policies for like (ransactions and other events in similar
circumstances. When necessary, adjustments are made to the financial statements of subsidiaries to
bring their accounting policies into line with the Group’s accounting policies. The financial
statements of the subsidiaries used in consolidation are drawn up to the same reporting date as that
of the Company i.e., year ended 31 March 2019.

Functional and Presentation Currency:

Functional Currency of the Company is Mauritian Rupee (MUR). These financial statements are
prepared & presented in Indian Rupees (INR) as it is the functional currency of the Holding
Company.

Rounding of Amounts

All amounts disclosed in the financial statements and notes have been rounded off to the nearest
lacs.




Ajanta Pharma (Mauritius) Limited
Notes to the Consolidated Financial Statements as on 31 March 2019

6.

7.1

Current versus non-current classification:

The assets and liabilities in the balance sheet are presented based on current/non-current
classification.

An asset is current when it is:

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

s Held primarily for the purpose of trading, or

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

o 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 other assets are classified as Non-Current.

A liability is current when it is:

o Expected 10 be settled in normal operating cycle, or

s Held primarily for the purpose of trading, or

o Due to be settled within twelve months after the reporting period, or

» There is no unconditional right to defer the settlement of the liability for at least twelve months
after the reporting period.
All other liabilities are treated as Non-Current.

Deferred tax assets and liabilities are classified as non-current assets and liabilities respectively.

Operating Cycle

Based on the nature of products / activities of the Group and the normal time between acquisition of
assets and their realisation in cash or cash equivalents, the Group has determined its operating cycle
as 12 months for the purpose of classification of its assets and Jiabilities as current and non-current,

Significant Accounting Policies
Property, Plant and Equipment

Property, Plant and Equipment are stated at historical cost less depreciation. Historical cost includes
expenditure that is directly attributable to the acquisition of the items. Subsequent costs are included
in the assets carrying amount or recognised as a separate asset as appropriate, only when it is
probable that future economic benefits associated with the item will flow to the company and the
cost of the item can be measured reliably.

Depreciation is calculated on the straight line method to write off the cost of assets, to their residual
values over their estimated useful life as follows:

Particulars Useful Life
Leasehold Improvement 20 years
Fumniture, Fixtures & Fittings | 2 to 6 years
Office Equipments 2 10 4 years
Plant & Machinery 5 to0 20 years
Motor Vehicles 5 years

The asset's residual values and useful lives are reviewed and adjusted if appropriate, at each end of
reporting period. Where the carrying amount of an asset is greater than its estimated recoverable
amount, it is written down immediately to its recoverable amount. Gains and Josses on disposals of
property, plant and equipment are determined by comparing proceeds svathegarrying amount and are
included in the statement of profit or loss.

M. NO.
- 107574

N



Ajanta Pharma (Mauritius) Limited
Notes to the Counsolidated Financial Statements as on 31 March 2019

7.2

Financial Instruments

A financial instrument is any contract that gives rise to 2 financial asset of one entity and a financial
liability or equiry instrument of another entity.

Financial Assets
Classification

The Group classifies financial assets as subsequently measured at amortised cost, fair value through
other comprehensive income or fair value through profit or loss, on the basis of its business model
for managing the financial assets and the contractual cash flows characteristics of the financial asset.

Initial Recognition and Measurement

All financial assets are recognised initially at fair value plus, in the case of financial assets not
recorded at fair value through profit or loss, transaction costs that are attributable to the acquisition
of the financial asset.

Subsequent Measurement

For the purpose of subsequent measurement, financial assets are classified in two broad categories:

¢ Financial assets at fair value (FVTPL / FVTOCI)

¢ Financial assets at amortised cost

When assets are measured at fair value, gains and losses are either recognised in the statement of
profit and loss (i.e. fair value through profit or loss (FVTPL)), or recognised in other comprehensive
income (i.e. fair value through other comprehensive income (FVTOCI)).

Financial Assets measured at amortised cost (net of any write down for impairment, if any)

Financial assets are measured at amortised cost when asset is held within a business model, whose
objective is to hold assets for collecting contractual cash flows and contractual terms of the assel
give rise on specified dates to cash flows that are solely payments of principal and interest. Such
financial assets are subsequently measured at amortised cost using the effective interest rate (EIR)
method less impairment, if any. The losses arising from impairment are recognised in the Statement
of profit and loss.

Financial Assets measured at Fair Value through Other Comprehensive Income (“FVTOCT”)
Financial assets under this category are measured initially as well as at each reporting date at fair
value, when asset is held within a business model, whose objective i1s to hold assets for both

collecting contractual cash flows and selling financial assets. Fair value movements are recognized
in the other comprehensive income.

Financial Assets measured at Fair Value through Profit or Loss (“FVTPL")

Financial assets under this category are measured initially as well as at each reporting date at fair
value with all changes recognised in profit or loss.

Investment in Equity Instruments

}_Equiry instruments which are held for trading are classified as at FVTPL. All other equity
nstruments are classified as FVTOCI. Fair value changes on the instrument, excluding dividends,




Ajanta Pharma (Mauritius) Limited

Notes to the Consolidated Financial Statements as on 31 March 2019
are recognised in the other comprehensive income. There is no recycling of the amounts from other
comprehensive income to profit or loss.

Investment in Debt Instruments

A debt instrument is measured at amortised cost or at FVTOC]. Any debt instrument, which does
not meet the criteria for categorization as at amortized cost or as FVOCI, is classified as at FVTPL.
Debt instruments included within the FVTPL category are measured at fair value with all changes
recognised in the Statement of profit and loss.

Derecognition of Financial Assets

A financial asset is primarily derecognised when the rights to receive cash flows from the asset have
expired or the Group has transferred its rights to receive cash flows from the asset.

Impairment of Financial Assets

In accordance with Ind - AS 109, the Group applies expected credit loss (ECL) model for
measurement and recognition of impairment loss on the financial assets that are debt instruments
and trade receivables.

Financial Liabilities
Classification

The Group classifies all financial liabilities as subsequently measured at amortised cost or FVTPL.

Initial Recognition and Measurement

All financial liabilities are recognised initially at fair value and, in the case of loans, borrowings and
payables, net of directly attributable transaction costs.

Financial liabilities include trade and other payables, loans and borrowings including bank
overdrafts and derivative financial instruments.

Subsequent Measurement

Financial liabilities at fair value through profit or loss include financial liabilities held for trading
and financial liabilities designated upon initial recognition as at fair value through profit or loss.
Interest-bearing loans and borrowings are subsequently measured at amortised cost using the
Effective Interest Rate (EIR) method. Gains and losses are recognised in profit or loss when the
liabilities are derecognised as well as through EIR amortisation process. Amortised cost is calculated
by taking into account any discount or premium on acquisition and fees or costs that are an integral
part of the EIR. The EIR amortisation is included as finance costs in the statement of profit and loss.

Derecognition of Financial Liabilities

A financial liability is derecognised when the obligation under the liability 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 the derecognition of the original liability and the recognition
of a new liability. The difference in the respective carrying amounts is recognised in the Statement
of Profit and Loss.
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7.4

7.5

7.6

Derivative Financial Instrument

The Group uses derivative financial instruments, such as forward currency contracts to mitigate its
foreign currency risks. Such derivative financial instruments are initially recognised at fair value on
the date on which a derivative contract is entered into and are subsequently re-measured at fair
value. Derivatives are carried as financial assets when the fair value is positive and as financial
liabilities when the fair value is negative.

Inventories

Raw materials and packing materials are valued at lower of cost (on moving weighted average basis)
and net realisable value, cost of which includes duties and taxes. Cost of imported raw materials and
packing materials lying in bonded warehouse includes the amount of customs duty. Finished
products including traded goods and work-in-progress are valued at lower of cost and net realisable
value. Cost is armived at on moving weighted average basis.

The cost of Inventories have been computed to include all cost of purchases, cost of conversion,
appropriate share of fixed production overheads based on normal capacity and other related cost
incurred in bringing the inventories to their present [ocation and condition.

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

Slow and non-moving material, obsolesces, defective inventory are fully provided for and valued at
net realisable value.

Goods and matenals in transit are valued at actual cos! incurred up to the date of balance sheet.
Materials and other items held for use in production of inventories are not written down, if the
finished products in which they will be used are expected to be sold at or above cost.

Cash And Cash Equivalents

Cash and Cash Equivalents comprise of cash on hand and cash at bank including fixed
deposithighly lquid investments with original maturity period of three months or less that are
readily convertible to known amounts of cash and which are subject to an insignificant risk of
changes in value. Bank overdrafts that are repayable on demand and form an integral part of the
Group’s cash management are included as a component of cash and cash equivalent for the purpose
of statement of cash flow.

Cash Flow Statement
Cash flows are reported using the indirect method, whereby net profit before tax is adjusted for the
effects of transactions of a non-cash nature, any deferrals or accruals of past or future operating cash

receipts or payments and item of income or expenses associated with investing or financing cash
flows. The cash flow from operating, investing and financing activities of the Group are segregated.

Foreign Currency Transactions

Revenue Transactions denominated in foreign currencies are normally recorded at the exchange rate
prevailing on the date of the transaction.

Monetary items denominated in foreign currencies at the year-end are re-measured at the exchange
rate prevailing on the balance sheet date. Non-monetary foreign currency items are carried at cost.

Any income or expense on account of exchange difference either on settlement or on restatement is
recognised in the Statement of Profit and Loss.
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7.7

The Group recognises revenue 1o depict the transfer of promised goods or services to customers. In
accordance with Ind-AS 115 Revenue from Contracts with Customers, the Group recognises
revenue by applying the following five steps:

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

The Group applies the revenue recognition model to each contract with a customer once it 1s
probable the entity wil} collect the consideration to which it will be entitled. Contracts for this
purpose may be written, verbal or implied by customary business practices, but must be
enforceable and have commercial substance. In evaluating whether collection is probable, the
Group considers only the customer’s ability and intention to pay the consideration when due.

Step 2: Identify the performance obligations in the contract

Once the contract has been identified, the Group evaluates the terms and customary business
practices to identify which promised goods or services should be accounted for as separate
performance obligations. The key determinant for identifying a separate performance obligation
is whether a good or service, or a bundle, is distinct. A good or service is distinct if the customer
can benefit from the good or service on its own or together with other readily available
resources and the good or service is separately identifiable from other promises in the contract.
The Group treats each distinct good or service as a separate performance obligation.

Step 3: Determine the transaction price

The transaction price is the amount of consideration to which an entity expects to be entitled and
includes:

-An estimate of any variable consideration determined uwsing either a probability-weighted
expected value or the most likely amount, whichever better predicts the amount of consideration
to which the Group will be entitled

-The effect of the time value of money, if there is a financing component that is significant to
the contract

-The fair value of any non-cash consideration
Step 4: Allocate the transaction price to the performance obligations in the contract

The Group usually allocates transaction price to each separate performance obligation on a
relative stand-alone selling price basis. When determining stand-alone selling prices, the Group
uses observable information, if it is available. If stand-alone selling prices are not directly
observable, the Group estimates such prices based on reasonably available information, e.g.,
adjusted market assessment approach or an expected cost plus a margin approach. Only when
the stand-alone selling price of a good or service is highly variable or uncertain, the Company
use residual approach for allocation.

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

The Group determines whether it satisfies performance obligation by transferring control of a
promised good or service over time or at a point in time to the customer. A performance
obligation is satisfied at a point in time unless it meets one of the following criteria, in which
case, it is satisfied over time:

-The customer simultaneously receives and consumes the benefits provided by the Group’s
performance as the Group performs
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-The Group’s performance creates or enhances an asset that the customer controls as the asset is
created or enhanced

The Group’s performance does not create an asset with an alternative use to the Group and the
Group has an enforceable right to payment for performance completed to date. Revenue from
sale of goods is recognised, when all significant risks and rewards are transferred to the buyer,
as per the terms of contracts and no significant unceriainty exists regarding amount of the
consideration that will be derived from the sale of goods.

Revenue from sale of goods is recognised when the significant risks and rewards of ownership have
been transferred to the extent that buyer, usually on delivery of goods, it is probable that the
economic benefits will flow to the Group, the associated costs and possible return of goods can be
estimated reliably, there is neither continuing management involvement to the degree usually
associated with ownership nor effective control over the goods sold and the amount of and the
revenue can be reliably measured, regardless of when the payment is being made reliably. The
Group is principal in all of its revenue arrangements, since it is the primary obligor in all of the
revenue arrangements, as it has pricing latitude and is exposed to inventory and credit risks.

Provisions for chargeback, rebates and discounts are estimated and provided for in the year of sales
and recorded as reduction of revenue.

Revenue is measured at the fair value of the consideration received or receivable. Amount disclosed
as revenue are inclusive of Excise Duty, excluding Goods and Service Tax (GST), Sales Tax or
Value Added Taxes or Service Taxes or Duties collected on behalf of the government, and net of
amounts collected on behalf of third parties.

When the financing element is significant, the Group adjusts the transaction price for the time value
of money. The objective, when adjusting the consideration for a significant financing component, is
to recognise revenue at the cash selling price.

Revenue from sale of technology / know how (rights, licences and other intangibles) are recognised
when performance obligation is completed as per the terms of the agreement, Incomes from services
are recognised when services are rendered.

Interest income is recognised on time proportion basis. Insurance and other claims are recognised as
a revenue op certainty of receipt on prudent basis. Export benefits available under prevalent schemes
are accounted to the extent considered recetvable.

Dividend income is recognised when the Entity’s night to receive the payment is established, which
is generally when shareholders approve the dividend.

Employee Benefits

All employee benefits payable wholly within twelve months rendering service are classified as short
term employee benefits. Benefits such as salaries, wages, short-term compensated absences,

performance incentives etc. and the expected cost of bonus, ex-gratia are recognised during the
period in which the employee renders related service.

() Defined contribution plans

Contributions to defined contribution plans are recognised as expense when employees have
rendered services entitling them to such benefits.

The Group pays Social Security Cost as per local regulations. The Group has no further
payment obligations once the contributions have been paid. The contributions are accounted
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for as defined contribution plans and the contributions are recognized as employee benefit
expense when they are due. Prepaid contributions are recognized as an asset to the extent
that a cash refund or a reduction in the future payments is available.

For employees who are not covered by a pension plan, the net present value of severance
allowances payable under the Employment Rights Act 2008 is provided for. The obligations
arising under this item are not funded.

(i)  Share-based compensation
The Group has no share based compensation plan.

Borrowing Costs

Borrowing costs directly attributable to the acquisition, construction or production of an asset that
necessarily takes a substantial period of time 1o get ready for its intended use or sale are capitalised
as part of the cost of the asset. All other borrowing costs are expensed in the period in which they
occur. Borrowing costs consist of interest and other costs that an entity incurs in connection with the
borrowing of funds. Borrowing cost also includes exchange differences to the extent regarded as an
adjustment to the borrowing costs.

Lease

The determination of whether an arrangement is, or contains, a lease is based on the substance of the
arrangement at the jnception date, whether fulfilment of the arrangement is dependent on the use of
a specific asset or assets or the arrangement conveys a right to use the asset, even if that right is not
explicitly specified in an arrangement.

Assets acquired on leases where a significant portion of the risks and rewards of ownership are
retained by lessor are classified as operating leases. Leases rentals are charged to the statement of
profit and loss on straight line basis.

Finance leases that transfer substantjally all of the risks and benefits incidental to ownership of the
leased item, are capitalised at the commencement of the lease at the fair value of the leased property
or, if lower, at the present value of the minimum lease payments, Lease payments are apportioned
between finance charges and a reduction in the lease Jiability so as to achieve a constant rate of
interest on the remaining balance of the Jiability. Finance charges are recognised in finance costs in
the statement of profit and loss.

A leased asset 1s depreciated over the useful life of the asset. However, if there is no reasonable
certainty that the Group will obtain ownership by the end of the leased term, the asset is depreciated
over the shorter of the estimated useful life of the asset and the leased term.

Earnings Per Share

Basic eamnings per equity share is computed by dividing the net profit attributable to the equity
holders of the company by the weighted average number of equity shares outstanding' during the
period. Diluted eamings per equity share is computed by dividing the net profit attributable to the
equity holders of the company by the weighted average number of equity shares considered for
deriving basic earnings per equity share and also the weighted average number of equity shares that
could have been issued upon conversion of all dilutive potential equity shares. The dilutive potential
equity shares are adjusted for the proceeds receivable had the equity shares been actually issued at
fair value. Dilutive potential equity shares are deemed converted as of the beginning of the period,
unless issued at a later date. Dilutive potential equity shares are determined independently for each
period presented.
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Income Taxes
Income tax expense comprises current and deferred income tax.

Income tax expense is recognized in net profit in the statement of profit and loss except to the extent
that it relates to items recognized directly in equity, in which case it is recognized in other
comprehensive income. The current income tax charge is based on taxable income for the year
calculated on the basis of tax laws enacted or substantively enacted by the end of the reporting
period.

Deferred income tax is provided in full, using the liability method, on temporary differences arising
between the tax bases of assets and habilities and their carrying amounts in the financial statements.
However, f the deferred income tax arises from initia] recognition of an asset or liability in a
transaction, other than a business combination, that at the time of the transaction affects neither
accouniing nor taxable profit or loss, it is not accounted for. Deferred income tax is determined
using tax rates that have been enacted or substantively enacted by the end of reporting period and
are expected to apply in the period when the related deferred income tax asset is realised or the
deferred income tax liability is settled. Deferred tax assets are recognised to the extent that it is
probable that future taxable profit will be available against which deductible temporary differences
can be utilised.

Dividends to Shareholders

Annual dividend distribution to the shareholders is recognised as a Jiability in the period in which
the dividends are approved by the shareholders. Any interim dividend paid is recognised on
approval by Board of Directors. Dividend payable is recognised directly in equity.

Provisions, Contingent Liabilities, Contingent Assets and Commitments

Geperal

Provisions (legal and constructive) are recognised when the Group has a present obligation (legal or
constructive) as a result of a past event and it is probable that an outflow of resources will be
required to settle the obligation, in respect of which a reliable estimate can be made.

Provisions (excluding retirement benefits and compensated absences) are not discounted to its
present value and are determined based on best estimate required to settle the obligation at the
balance sheet date. These are reviewed at each balance sheet date and adjusted to reflect the current
best estimates.

If there is any expectation that some or all of the provision will be reimbursed, the reimbursement is
recognised as a separate asset but only when the reimbursement ts virtually certain. The expense
relating to a provision is presented in the statement of profit and loss net of any virtually certain
reimbursement.

If the effect of the time value of money is material, provisions are discounted using a current pre-tax
rate that reflects, when appropriate, the risk specific to the liability. When discounting is used, the
increase in the provision due to the passage of time is recognised as a finance cost.

Contingent liability is disclosed in the case of:

¢ A present obligation arising from past events, when it is not probable that an outflow of
resources will be required 1o settle the obligation;

* A present obligation arising from past events, when no reliable estimates is possible;

* A possible obligation arising from past events, unless the probability of outflow of resources is
remote.
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Contingent Jiabilities are not recognised but disclosed in the Financial Statements. Contingent assets
are neither recognised nor disclosed in the Financial Statements.

Commitments include the amount of purchase order (net of advances) issued to parties for
completion of assets and Non-cancellable operating lease.

Provisions, contingent liabilities, contingent assets and commitments are reviewed at each balance
sheet date.

Asset Retirement Obligation

Asset retirement obligations (ARO) are provided for those operating lease arrangements where the
Company has a binding obligation at the end of the lease period 1o restore the leased premises in a
condition similar to inception of lease. ARO are provided at the present value of expected costs to
settle the obligation using discounted cash flows and are recognised as part of the cost of that
particular asset. The cash flows are discounted at a current pre-tax rate that reflects the risks specific
to the decommissioning liability. The unwinding of the discount is recognised in the income
statement as a finance cost. The estimated future costs of decommissioning are reviewed annually
and adjusted as appropriate. Changes in estimated future costs or in the discount rate applied are
added to or deducted from the cost of the asset.

Fair value measurement

The Group measures financial instruments, such as, derivatives at fair value at each balance sheet
date in accordance with Ind AS 113,

Financials Statements have been prepared on the historical cost basis except for the following
material items in the statement of financial position:

¢ Dernivative financial instruments are measured at fair value received from Bank.

e  Mutual Funds are measured at fair values as per Net Asset Value (NAV).

¢ Employee Stock Option Plan (ESOP) at fair values as per Actuarial Valuation Report.

Fair value is the price that would be received to sell an asset or settle a liability in an ordinary
transaction between market participants at the measurement date.

The fair value of an asset or a liability is measured using the assumptions that market participants
would use when pricing the asset or Jiability, assuming that market participants act in their economic
best interest.

A fair value measurement of a non-financial asset takes into account a market participant’s ability to
generate economic benefits by using the asset in its highest and best use or by selling it to another
market participant that would use the asset in its highest and best use.

The Group uses valuation techniques that are appropriate in the circumstances and for which
sufficient data are available to measure fair value, maximising the use of relevant observable inputs
and minimising the use of unobservable inputs.

Al assets and habilities for which fair value is measured or disclosed in the financial statements are

categorised within the fair value hierarchy, described as follows, based on the lowest level input that

is significant to the fair value measurement as a whole:

e Level | — Quoted (unadjusted) market prices in active markets for identical assets or liabilities.

e Level 2 — Valuation techniques for which the lowest level input that is significant to the fair
value measurement is directly or indirectly observable.

e  Level 3 — Valuation techniques for which the lowest level input that is significant to the fair
value measurement 1s vnobservable.
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For assels and liabilities that are recognised in the financial statements on a recurring basis, the
Group determines whether transfers have occurred between levels in the hierarchy by re-assessing
categorisation (based on the lowest level input that is significant to the fair value measurement as a
whole) at the end of each reporting period.

For the purpose of fair value disclosures, the company has determined classes of assels and
liabilities on the basis of the nature, characteristics and nisks of the asset or liability and the level of
the fair value hierarchy as explained above.

Recent accounting pronouncements

Standards issued but not yet effective

The Ministry of Corporate Affairs, in April 2019, has notified Ind AS 116, Leases. Ind AS 116 sets
out the principles for recognition, presentation and disclosure of leases. Ind AS 116 is the equivalent
of IFRS (International Financial Reporting Standards) 116. Ind AS 116 shall be applied from
financial years beginning on or after 1st April, 2019.

These amendments are not expected to have any impact on the Group.
Crifical accounting judgements, esfimates and assumptions

The preparation of the Group’s financial statements requires management to make judgements,
estimates and assumptions that affect the reported amounts of revenues, expenses, assets and
liabilities, and the disclosure of contingent [iabilities, at the end of the reporting period. However,
uncertainty about these assumptions and estimates could result in outcomes that require a material
adjustment to the carrying amount of the assets or liabilities in future periods.

(a) Arrangement containing lease
At the inception of an arrangement, the Group determines whether the arrangement is or
contains a lease. At the inception or on reassessment of an arrangement that contains a lease,
the Group separates payments and other consideration required by the arrangement into
those for the Jease and those for the other elements on the basis of their relative fair values.

The Group has determined, based on an evaluation of the terms and conditions of the
arrangements that such contracts are in the nature of operating leases.

(b) Multiple element contracts with vendors

The Group has entered into multiple element contracts with vendors for supply of goods and
rendering of services. The consideration paid is/may be determined independent of the value
of supplies received and services availed. Accordingly, the supplies and services are
accounted for based on their relative fair values to the overall consideration. The supplies
with finite life under the contracts (as defined in the significant accounting policies) have
been accounted under Property, Plant and Equipment and/or as Intangible assets, since the
Group has economic ownership in these assets. The Group believes that the current
treatment represents the substance of the arrangement.

(c) Determination of functiopal currency
Each entity in the group determines its own functional currency (the cusrrency of the primary
economic environment in which the entity operates) and items included in the financial
statements of each entity are measured using that functional currency. Ind AS 21, “The
Effects of Changes in Foreign Exchange Rates” prescribes the factors to be considered for
the purpose of determination of functional currency. Management uses its judgement to
determine the functional currency that most faithfully represents the economic effects of the
underlying transactions, events and conditions.
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(d)

(e)

M

(®)

(h)

Property, Plant and equipment

Determination of the estimated useful life of tangible assets and the assessment as to which
components of the cost may be capitalized. Useful life of tangible assets is based on the life
of useful lives/rates prescribed by the GAAPs of the respective countries. Assumptions also
need to be made, when the Company assesses, whether an asset may be capitalised and
which components of the cost of the asset may be capitalised.

Intangible Assets
Internal technical or user team assess the remaining useful Jives of Intangible assets.
Management believes that assigned useful lives are reasonable.

Recognition and measurement of defined benefit obligations

The obligation arising from the defined benefit plan is determined on the basis of actuanal
assumptions. Key actuarial assumptions include discount rate, trends in salary escalation
and vested future benefits and life expectancy. The discount rate is determined with
reference to market yields at the end of the reporting pertod on the government bonds. The
period to maturity of the underlying bonds correspond to the probable maturity of the post-
employment benefit obligations.

Recognition of deferred tax assets and income tax

Deferred tax asset is recognised for all the deductible temporary differences to the extent
that it is probable that taxable profit will be available against which the deductible
temporary difference can be utilised. The management assumes that taxable profits wil) be
available while recognising deferred tax assets.

Management judgment is required for the calculation of provision for income taxes and
deferred tax assets and liabilities. The Company reviews at each balance sheet date the
carrying amount of deferred tax assets. The factors used in estimates may differ from actual
outcome which could Jead to significant adjustment to the amounts reported in the financial
statements.

Uncertainties exist with respect to the interpretation of complex tax regulations and the
amount and timing of future taxable income. Given the wide range of international business
relationships and the long-term nature and complexity of existing contractua] agreements,
differences arising between the actual results and the assumptions made, or future changes
to such assumptions, could necessitate future adjustments 10 tax income and expense already
recorded. The Group establishes provisions, based on reasonable estimates, for possible
consequences of audits by the tax authorities of the respective countries in which it operates.
The amount of such provisions is based on various factors, such as experience of previous
tax audits and differing interpretations of tax regulations by the taxable entity and the
responsible tax authority. Such differences of interpretation may arise on a wide variety of
issues depending on the conditions prevailing in the respective country.

Deferred tax assets are recognised for all unused tax losses to the extent that it is probable
that taxable profit wil] be available against which the losses can be utilised. Significant
management judgement is required to determine the amount of deferred tax assets that can
be recognised, based upon the likely timing and the level of future 1axable profits, future tax
planning strategies and recent business performances and developments.

Recognition and measurement of other provisions
The recognition and measurement of other provisions are based on the assessment of the
probability of an outflow of resources, and on past experience and circumstances known at
the balance sheet date. The actual outflow of resources at a future date mav, therefore, vary
from the figure included in other provisions.
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(i)

Q)

(k)

0

Contingencies

Management judgement is required for estimating the possible outflow of resources, if any,
in respect of contingencies/claim/litigations against the Group as it is not possible to predict
the outcome of pending matters with accuracy.

Allowance for uncollected accounts receivable and advances

Trade receivables do not carry any interest and are stated at their normal value as reduced by
appropriate allowances for estimated irrecoverable amounts. Individual trade receivables are
written off when management seems them not collectible. Impairment is made on the
expected credit losses, which are the present value of the cash shortfall over the expected
life of the financial assets.

The impairment provisions for financial assets are based on assumption about risk of default
and expected loss rates. Judgement in making these assumption and selecting the inputs to
the impairment calculation are based on past history, existing market condition as well as
forward looking estimates at the end of each reporting period.

Ipsurance claims
Insurance claims are recognised when the Group has reasonable certainty of recovery.

Impairment reviews

An impairment exists when the carrying value of an asset or cash generating unit (‘\CGU”)
exceeds jts recoverable amount. Recoverable amount is the higher of its fair value less costs
to sell and its value in use. The value in use calculation is based on a discounted cash flow
model. In calculating the value in use, certain assumptions are required to be made n
respect of highly uncertain matters, including management’s expectations of growth in
EBITDA, long term growth rates; and the selection of discount rates to reflect the risks
involved.
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22,

23,

24.

Capital Management

Group’s policy is to maintain a strong capital base so as to maintain investor, creditor and market
confidence and to sustain future development of the business. Management monitors the return on
capital, as well as the level of dividends to equity shareholders. The board of directors seeks to maintain
a balance between the higher returns that might be possible with higher Jevels of borrowing and the
advantages and security afforded by a sound capital position. Group’s target is to achieve a return on
capital above 30%; in 201 8-19 the return was 47% and in 2017-18 the return was 67%.

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, Jess cash and cash equivalents and short term investments. Adjusted equity

comprises all components of equity.

Group’s policy is to keep the ratio below 1.00 and its adjusted net debt to equity ratio at 31 March 2019

was as follows, Lin Lacs
Particulars 31 March 2019 31 March 2018
Debt (Debt + Current Liabilities) 939.35 1,381.94
Less: Cash and Cash equivalents 4,121.24 2,948.33
Net Debt A (3,181.90) (1,566.39)
Equity B 10,703.98 11,951.44 |
Net Debt to Equity ratio A/B 2 - |
Earnings Per share (EPS):
The numerator and denominator used to calculate Basic and Diluted Earnings per Share: -
Particulars 31 March 31 March
2019 2018
Basic and Diluted Earnings Per Share: |
Profit attributable to Equity shareholders- for Basic EPS (¥ in A 4,880.29 7,407.78
Lacs) -
Add: Dilutive effect on profit (% in Lacs) B Ni) Nil
Profit attributable to Equity shareholders for computing Diluted | C=A-B 4,880.29 7,407.78
EPS (¥ in Lacs)
Weighted Average Number of Equity Shares outstanding - for D 6,13,791 6,13,791
Basic EPS ]
Add: Dilutive effect of option outstanding- Number of Equity E Nil Nil |
Shares |
Weighted Average Number of Equity Shares for Diluted EPS F=D+E 6,13,791 6,13,791
Face Value per Equity Share (MUR) 100 100 |
Basic Earnings Per Share %) AD 795.11 1,206.89 |
Diluted Earnings Per Shares () C/F 795.11 1,206.89
Employee Benefits
As required by Ind AS 19 ‘Employee Benefits’, the Group offers its employees Social Security Cost and
Severance Allowance. During the year, the Group has recognised the following amounts in the account:
2in Lacs
Particulars 31 March 2019 31 March 2018 |
Social Security Cost : 11.71 11.27 |
Severance Allowance 7.20 5.06 |
Total 18.91 16.33 |
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For employees who are not covered by a pension plan, the net present value of severance allowances
pavable is provided for under the Employment Rights Act. It has been assumed that the rate of future

25.

salary increases will be equal to the discount rate.

Financial Instrument — fair values and risk management

Fair value measurements

Tin Lacs

31 March 2019 31 March 2018

Financial Instruments by category FVTPL | Amortised Cost | FVTPL | Amortised Cost
Financial Assets
Investment in Mutual Funds 1,298.76 757.35 -
Trade Receivables 3,543.04 - 6,180.46
Other Non-Current Financial Assets 24.15 - 22.07
Cash and cash equivalents 4,121.24 - 2,948.33
Total Financial Assets 1,298.76 7,688.43 757.38 9,150.86
Financial Liabilities
Other Current Financial Liabilities 939.35 - 1,381.94
Total Financial Liabilities 939.35 - 1,381.94
Fair Value Hierarchy Tin Lacs

31 March 2019 31 March 2018
Financial assets and liabilities measured at fair Level Level
value

| Il I 1 11 I
Financial assets
Non recurring fair value measurement
Investment in Mutual Funds 1,208.76 | - -| 75735 - -
Trade Receivables - - 3,543.04 -1 -| 6,180.46
Other Non-Current Financial Assets - - 24.15 -] - 22.07
Cash and cash equivalents - -1 4,121.24 - -] 2,948.33
Total Financial Assets 1,298.76 | -| 7,688.43 | 757.35| -] 9,150.86
Financial Liabilities
Other Current Financial Liabiliies - - 939.35 -| -] 1,381.94
Total Financial Liabilities - - 939.35 -1 -/ 1,381.94
Leve! 1 — The hierarchy in level | includes financial instruments measured using quoted prices. This

includes mutual funds that have quoted price. The mutual funds are valued using the closing NAV.

Level 2 — The fair value of financial instruments that are not traded in an active market (like forward
contracts) is determined using valuation techniques which maximise the use of observable market data
and rely as little as possible on entity-specific estimates. If all significant inputs required to fair value as
instrument are observable, the instrument js included in level 2.

Level 3 —If one or more of the significant inputs is not based on observable market data, the instrument
1s included in level 3. This is the case for unlisted equity securities, etc. included in level 3.

A. Financial risk management
Group has exposure to following risks arising from financial instruments:;
e Credit nsk
s Liquidity risk
e Market risk
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Risk management framework

Group’s board of directors has overall responsibility for the establishment and oversight of the
Company’s risk management framework. Management is responsible for devetoping and monitoring the
Company’s risk management policies, under the guidance of Audit Committee.

Group’s risk management policies are established to identify and analyse the risks faced by it, to set
appropriate nsk limits and controls and to monitor risks and adherence to limits. Risk management
policies and systems are reviewed regularly to reflect changes in market conditions and the Group’s
activities. Group, through its training and procedures aims to maintain a disciplined and constructive
control environment in which all employees understand their roles and obligations.

Group’s Audit committee oversees how management monitors compliance with the Group’s risk
management policies and procedures, and reviews the adequacy of the risk management framework in
relation to the risks faced by the Group. The audit committee is assisted in its oversight role by internal
audit. Internal audit undertakes both regular and ad hoc reviews of risk management controls and
procedures, the results of which are reported to the audit committee.

i. Credit risk
Credit risk is the risk that a counter party will not meet its obligations under a financial instrument
or customer contract, leading to a financial loss. The Group is exposed to credit risk from its
operating activities (primarily trade receivables).

Summary of the Company's exposure to credit risk by age of the outstanding from various customers

is as follows: TinLacs

Particulars 31 March 2019 31 March 2018 |
Not past due but impaired - _J
Not past due not impaired - - |
Past due not impaired 3,543.04 6,180.46 |
- 1-180 days 3,342.69 5,925.58 |
- 181-365 days - -
- more than 365 days 200.35 254.88
Past due impaired - -
- 1-180 days - - -
- 181-365 days - -]
- more {han 365 days -

a) Trade receivables
Customer credit risk is managed by each business unit subject to the Group’s established policy,
procedures and control relating to customer credit risk management. Trade receivables, which
are non-interest bearing, are mainly from stockists, distributors and customers. Except for, one
large client, the Group has no significant concentration of credit risk, with exposure spread over
a number of counterparties and customers. The Group has policies in place to ensure that sales
of products and services are made to customers with an appropnate credit history.

An impairment analysis is performed at each reporting date on an individual basis for major
clients, In addition, a large number of minor recetvables are grouped into homogenous groups
and assessed for impairment collectively. The calculation is based on historical data. The
maximum exposure to credit risk at the reporting date is the carrying value of each class of
financial assets. The group does not hold collateral as security. The group evaluates the
concentration of risk with respect to trade receivables as low, as its customers are located in
several jurisdictions and operate in largely independent markets.
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1.

iii.

b) Financial instruments
Company Jlimits its exposure to credit risk by investing only in liquid debt securities issued by
mutual funds having a credit ranking of atleast 3 and above from CRISIL or equivalent rating
agency. Company monitors changes in credit risk by tracking published external credit ranking.
Based on its on-going assessment of counterparty risk, the Company adjusts its exposure {0
various counterparties.

Liquidity risk

Liquidity risk is the risk that the Group may not be able to meet its present and future cash and
collateral obligations without incurring unacceptable losses. The Group’s objective is o, at all times
maintain optimum levels of liquidity to meet its cash and collateral requirements. The Group closely
monitors its liquidity position and deploys a robust cash management system. It maintains adequate
sources of financing including bilateral loans, debt and overdraft from banks at an optimised cost.
Working capital requirements are adequately addressed by internally generated funds. Trade
receivables are kept within manageable levels.

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 Group’s income or the value of its holdings of financial
instruments. The objective of market risk management is to manage and control market risk
exposures within acceptable parameters, while optimising the return. Financial instruments affected
by market risk include loans and borrowings, deposits, investments, and derivative financial
instruments, Group’s activities expose it 10 a variety of financial risks, including the effects of
changes in foreign currency exchange rates and interest rates. All transactions are carried out within
the guidelines set by the risk management committee.

The sensitivity analysis have been prepared on the basis of derivatives and the proportion of financial
instruments in foreign currencies are all constant. The analysis excludes the impact of movements
in market variables on the carrying value of postemployment benefit obligations, provisions and on
the non-financial assets and liabilities. The sensitivity of the relevant income statement item is the
effect of the assumed changes in the respective market risks. This is based on the financial assets
and financia) liabilities held as of 31 March 2019 and 31 March 2018.

a) Currency risk
The Group is exposed to currency risk to the extent that there is a mismatch between the
currencies in which sales, purchases and borrowings are denominated. The currencies in which
these transactions are primarily denominated are US Dollars, Euro and Mauritian Rupee.

The Group does not have any policy 10 hedge against foreign currency exposure. In respect of
other monetary assets and liabilities denominated in foreign currencies, the Group’s policy is to
ensure that its net exposure is kept to an acceptable level by buying or selling foreign currencies
at spot rates when necessary to address short-term imbalances.

The following table analyses foreign currency risk as of 31 March 2019 and 31 March 2018;
Tin Lacs

Particulars 31 March 2019

31 March 2018

Bank Balances 4,121.24

2,948.33

Trade Receivables 3,543.04

6,180.46

Other Current Assets 1,045.53

412.87

Net Assets / (Liabilities) 8,709.81

9541.66
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26.

27.

28.

29.

For the year ended 31 March 2019 and 31 March 2018, every percentage point depreciation /
appreciation in the exchange rate between the MUR and respective currencies has affected the
Group’s incremental profit before tax as per below:

in Lacs -

Ye Chapge in currency Effect on profit |

ar |

exchanpe rate before tax |
31 March 2019 +5% / (-5%) 229.43 /(229.43)
31 March 2018 +5% / (-5%) 329.77/(329.77)

Note on foreign currency exposures on assets and liabilities:

During the year, the Group has not entered into Forward Exchange Contract. The vear-end foreign
currency exposures that have not been mitigated by & derivative instrument or otherwise are as below:

% in Lacs Foreig‘n.Currency '
Particulars Amt in Lacs Foreign
31 March 2019 31 March 31 March 31 March Currency
2018 2019 2018
Amount Receivable 4,588.57 6,593.33 59.08 81.58 EURO

b) Interest rate risk

Interest rate risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate
because of changes in market interest rates. The Group’s exposure to the risk of changes in market
interest rates is Nil as there are no borrowings in the Group.

¢) Price risk
Group does not have any exposure to price risk, as there is no equity investments by group.

Disclosure for operating leases under Ind AS 17 - “Leases”:

The Group have taken various premises under operating lease. These are generally cancellable and
ranges from 11 months to S years and are renewable by mutual consent on mutually agreeable terms.
Some of these lease agreements have price escalation clauses. There are no restrictions imposed by lease
arrangements and there are no sub leases. There are no contingent rents. The lease payments of T46.29
Lacs (Previous Year ¥ 41.40 Lacs) are recognised in Statement of Profit and Loss under “Rent” under
Note 21.

The future minimum lease payments and payment profile of non-cancellable operating leases are as

under: Zin Lacs
Particulars 31 March 2019 31 March 2018
Not later than one year 46.87 44.27
Later than one year but not later than five years 217.83 200.3@
Less than five years Nil Nil |

Contingent Liabilities and commitments:

There are no contingent liabilities and commitments by the Group.

Related party disclosure as required by Ind AS 24 are given below:

A) Relationships:
Category I - Holding Company & Fellow Subsidiary
Ajanta Pharma Ltd., India (Holding Company) ‘
Ajanta Pharma USA Inc. (Fellow Subsidiary) e[ M. NO.

107574
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Category II - Directors, Key Management Personnel & their Relatives:

Mr. Vinayak Muzumdar
Mr. Suttian Deerpaul

Director (APML)
Director (APML)

& Relatives of Key Management Personnel

B) Following transactions were carried out with related parties:

2 in Lacs

Sr. | Particulars

Category 31 March 31 March

No. 2019 2018
1. | Purchase of Goods:
Ajanta Pharma Ltd., India ] 7,597.54 10,294.79
2. | Key Managpement Compensation:
Short Term Emplovee Benefits
Vinayak Muzumdar & Suttian Deerpaul Il 76.51 70.87

3. | Dividend Paid to Ajanta Pharma Ltd., India

] 6,097.55 4,344.74

4. | Advance Received from Ajanta Pharma USA Inc. ] Nil 1,719.11
5. | Interest Received from Ajanta Pharma USA Inc. 1 Nil 82.67
C) _Amount outstanding as on 31 March 2019 Tin Lacs

Sr. No. | Particulars

Category

31 March 2019

31 March 2018

1. Advance Receivable :

Ajanta Pharma Ltd., India I 1,045.53 412.87
30. Contribution towards Corporate Social Responsibility
The particulars of CSR expenditure are as follows: Zin Lacs
Sr. No. | Particulars 31 March 2019 31 March 2018
a, Construction/ acquisition of asset Nil
b. On purposes other than (a) above 28.19 8.02
31. Remunperation to Auditors : in Lacs
Particulars 31 March 2019 31 March 2018
Audit Fees 10.53 9.75
| For Centification and Other Matters 1.00 1.00

32.  The Group has one segment of activity namely “Pharmaceuticals”.

lo terms of our report attached

For G. R. Modi & Co.
Chartered Accountants
(ICAI FRN: 11261_‘?(W)""
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Swapnil Modi
Partner

Mumbaj, 22 April 2019

For and on behalf of Board of Directors of

Ajanta Pharma (Mauritins) Limited
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Independent Auditor’s Report
To the Members of AJANTA PHARMA PHILIPPINES INC.

Report on the Standalone Financial Statements

The accounts of ATANTA PHARMA PHILIPPINES INC. are being audited under the local laws
of the country by the statutory auditor for the period 1st Jan 2018 to 31st December 2018. The
company follows the period st April 2018 to 3]st March 2019. In order to consolidate the
accounts of AJANTA PHARMA PHILIPPINES INC. with that of the company, we have been
appointed by the management of the company to audit the reinstated accounts of AJANTA
PHARMA PHILIPPINES INC. for the period Ist April 2018 to 31st March 2019 under the
companies Act in accordance with generally accepted accounting principles in India (Ind AS).

Opinion

We have audited the accompanying standalone Ind AS financial statements of AJANTA
PHARMA PHILIPPINES INC. (“the Company”) comprising of the Standalone Balance Sheet
as at 31st March 2019, the Standalone Statement of Profit and Loss (including other
comprehensive income), the Standalone Cash Flow Statement, the Standalone Statement of
Changes in Equity for the year then ended, and a summary of the significant accounting policies
and other explanatory information (hereinafier referred to as “the standalone Ind AS financial
statements™) prepared in accordance with group accounting policies followed by Ajanta Pharma
Ltd.  These Standalone financial statements have been prepared solely to enable Ajanta to
prepare its consolidated financial statements.

In our opinion and to the best of our information and according to the explanations given to us,
the aforesaid standalone financial statements give the information required by the Act in the
manner so required and give a true and fair view in conformity with the accounting principles
generally accepted in India, of the state of affairs of the Company as at March 31, 2019, and
profit/loss, changes in equity and its cash flows for the year ended on that date.

Basis for Opinion

We conducted our audit in accordance with the Standards on Auditing (SAs) specified under
section 143(10) of the Companies Act, 2013. Our responsibilities under those Standards are
further described in the Auditor’s Responsibilities for the Audit of the Financial Statements
section of our report. We are independent of the Company in accordance with the Code of Ethics
issued by the Institute of Chartered Accountants of India together with the ethical requirements
that are relevant to our audit of the financial statements under the provisions of the Companies
Act, 2013 and the Rules thereunder, and we have fulfilled our other ethical responsibilities in
accordance with these requirements and the Code of Ethics. We believe that the audit evidence
we have obtained is sufficient and appropriate to provide a basis for our opinion.
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Key Audit Matters

Key audit matters are those matters that, in our professional judgment, were of most significance
in our audit of the financial statements of the current period. These matters were addressed in the
context of our audit of the financial statements as a whole, and in forming our opinion thereon,
and we do not provide a separate opinion on these matters.

Mapagement’s Responsibility for the Standalone Ind AS Financial Statements

The Company’s Board of Directors is responsible for the matters stated in section ]34(5) of the
Companies Act, 2013 (“the Act”) with respect to the preparation of these standalone financial
statements that give a true and fair view of the financial position, financial performance,
(changes in equity) and cash flows of the Company in accordance with the accounting principles
generally accepted in India, including the accounting Standards specified under section 133 of
the Act. This responsibility also includes maintenance of adequate accounting records in
accordance with the provisions of the Act for safeguarding of the assets of the Company and for
preventing and detecting frauds and other irregularities; selection and application of appropriate
accounting policies; making judgments and estimates that are reasonable and prudent; and
design, implementation and maintenance of adequate internal financial controls, that were
operating effectively for ensuring the accuracy and completeness of the accounting records,
relevant to the preparation and presentation of the financial statement that give a true and fair
view and are free from material misstatement, whether due to fraud or error.

In preparing the financial statements, management is responsible for assessing the Company’s
ability to continue as a going concerm, disclosing, as applicable, matters related to going concem
and using the going concern basis of accounting unless management either intends to liquidate
the Company or to cease operations, or has no realistic alternative but to do so.

Those Board of Directors are also responsible for overseeing the Company’s financial reporting
process in accordance with the group accounting policies followed by Ajanta.

Auditor’s Responsibility

Our objectives are to obtain reasonable assurance about whether the financial statements as a
whole are free from material misstatement, whether due to fraud or error, and to issue an
auditor’s report that includes our opinion. Reasonable assurance is a high level of assurance, but
1s not a guarantee that an audit conducted in accordance with SAs will always detect a material
misstatement when it exists. Misstatements can arise from fraud or error and are considered
material if, individually or in the aggregate, they could reasonably be expected to influence the
economic decisions of users taken on the basis of these financial statements.

Report on Other Legal and Regulatory Requirements

As required by Section [43(3) of the Act, we report that:
(a) We have sought and obtained all the information and explanations which to the best of our
knowledge and belief were necessary for the purposes of our audit.

(b) In our opinion, proper books of account as required by law have been kept by the Company
so far as it appears from our examination of those books

(c) The Balance Sheet, the Statement of Profit and Loss, and the Cash Flow Statemenr dealt with
by this Report are in agreement with the books of account.




(d) In our opinion, the aforesaid standalone financial statements comply with the Accounting
Standards specified under Section 133 of the Act, read with Rule 7 of the Companies (Accounts)
Rules, 2014.

(e) On the basis of the written representations received from the directors as on 31st March, 2019
taken on record by the Board of Directors, none of the directors is disqualified as on 3 |st March,
2019 from being appointed as a director in terms of Section 164 (2) of the Act.

(f) With respect to the adequacy of the internal financial controls over financial reporting of the
Company and the operating effectiveness of such controls, refer to our separate Report in
“Annexure A”.

(g) With respect to the other matiers to be included in the Auditor’s Report in accordance with
Rule 11 of the Companies (Audit and Auditors) Rules, 2014, in our opinion and to the best of our
information and according to the explanations given to us:

1. The Company does not have any pending litigations which would impact its financial position;

ii. The Company has not entered into any long-term contracts including derivative contracts,
requiring provision under the applicable law or accounting standards, for material foreseeable
losses; and

iii. There has been no delay in transferring amounts, required to be transferred, to the Investor
Education and Protection Fund by the Company.

Jfor G.R.Modi & Co

Chartered Accountants

Firm’s registr'imwmber: 112617

5 “\j! 7\/

i o

CA Swapnil Modi

Parter

Membership number: 107574

Mumbai
22™ April 2019

¥



Annexure - A to the Auditors’ Report

Report on the Internal Financial Controls under Clause (i) of Sub-section 3 of Section 143
of the Companies Act, 2013 (“the Act”)

We have audited the internal financial controls over financial reporting of AJANTA PHARMA
PHILIPPINES [INC. (“the Company”) as of 31 March 2019 in conjunction with our audit of the
standalone financial statements of the Company for the year ended on that date.

Management’s Responsibility for Internal Financial Controls

The Company’s management is responsible for establishing and maintaining internal financial
controls based on the internal control over financjal reporting criteria established by the
Company considering the essential components of internal control stated in the Guidance Note
on Audit of Internal Financial Coatrols over Financial Reporting issued by the Institute of
Chartered Accountants of India (‘ICAI'). These responsibilities include the design,
implementation and maintenance of adequare internal financial controls that were operating
effectively for ensuring the orderly and efficient conduct of its business, including adherence to
company’s policies, the safeguarding of its assets, the prevention and detection of frauds and
errors, the accuracy and completeness of the accounting records, and the timely preparation of
reliable financial information, as required under the Companies Act, 2013,

Auditors’ Responsibility

Our responsibility is 10 express an opinion on the Company's internal financial controls over
financial reporting based on our audit. We conducted our audit in accordance with the Guidance
Note on Audit of [nternal Financial Controls over Financial Reporting (the “Guidance Note”)
and the Standards on Auditing, issued by ICAI and deemed to be prescribed under section
143(10) of the Companies Act, 2013, to the extent applicable to an audit of internal financial
controls, both applicable to an audit of Intemal Financial Controls and, both issued by the
Institute of Chartered Accountants of India. Those Standards and the Guidance Note require that
we comply with ethical requirements and plan and perform the audit to obtain reasonable
assurance about whether adequate intemal financial controls over financial reporting was
established and maintained and if such controls operated effectively in all material respects.

Our audit 1nvolves performing procedures to obtain audit evidence about the adequacy of the
internal financial controls system over financial reporting and their operating effectiveness. Our
audit of intermal financial controls over financial reporting included obtaining an understanding
of internal financial controls over financial reporting, assessing the risk that a material weakness
exists, and testing and evaluating the design and operating effectiveness of internal control based
on the assessed risk. The procedures selected depend on the auditor’s judgment, including the
assessment of the risks of material misstatement of the standalone financial statements, whether
due to fraud or error.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a
basis for our audit opinion on the Company’s internal financial controls system over financial
reporting.




Meaning of Internal Financial Controls over Financial Reporting

A company's internal financial control over financial reporting is a process designed to provide
reasonable assurance regarding the reliability of financial reporting and the preparation of
financial statements for external purposes in accordance with generally accepted accounting
principles. A company's internal financial contro) over financial reporting includes those policies
and procedures that (1) pertain to the maintenance of recotds that, in reasonable detail, accurately
and fairly reflect the transactions and dispositions of the assets of the company; (2) provide
reasonable assurance that transactions are recorded as necessary to permit preparation of
financial statements in accordance with generally accepted accounting principles, and that
receipts and expenditures of the company are being made only in accordance with authorizations
of management and directors of the company; and (3) provide reasonable assurance regarding
prevention or timely detection of unauthorized acquisition, use, or disposition of the company's
assets that could have a material effect on the financial statements,

Inherent Limitations of Internal Financial Controls Over Financial Reporting

Because of the inherent limitations of internal financial controls over financial reporting,
tncluding the possibility of collusion or improper management override of controls, material
misstatements due to error or fraud may occur and not be detected. Also, projections of any
evaluation of the internal financial controls over financial reporting to future periods are subject
to the risk that the internal financial control over financial reporting may become inadequate
because of changes in conditions, or that the degree of compliance with the policies or
procedures may detenorate.

Opinion

In our opinion, the Company has, in all material respects, an adequate interna) financial controls
system over financial reporting and such nternal financial controls over financial reporting were
operating effectively as at 31 March 2019, based on the internal control over financial reporting
criteria established by the Company considering the essential components of internal control
stated in the Guidance Note on Audit of Internal Financial Controls Over Financial Reporting
issued by the Institute of Chartered Accountants of India.

SJor G.R.Modi & Co
Chartered Accountants
Firm’s reglstratlom;mmber 112617W

Y

CA Swapml Modi

Parmer

Membership number: 107574
Mumbai

22" April 2019




|AJanta Pharma Phillpplnes Inc.
' 'Balance Sheet as at 31 March 2019

o _ - B — ! 31-Mar-19 | 31-Mar-18

| " NoteNo | Rs.inLacs | Rs.inLacs

o | Assets
[ (1) | Non-Current Assets T T - - T 1 1 T
(@) | Property, Plant and Equipment T o il 4 586.01 "578.58
((b) | Other Intangible Assets i O ' = a " 70.66 T T 4.4
“{c) | Financial Assets N T T T T T I ] -
7T 7{§) Other Non-current Financial Assets - T o 1 5 1.57 ! .21
(d) | Deferred tax assets (net) T o T | 6 13.97 15.43
] Total Non-Current Assets | | 602.22 | 599.36
@) Current Assets l | !
~ (@) | Inventories ' 73,0939 2,406.43 |
(b) | Financial Assets o - o o - ] T
| (1) Trade Receivables ) o R 4,905.29 "4,131.01
| i) Cash and cash equivalents o - o ] 5 71425 | 1,023.05
(c) | Other current assets . 10 . 92.99 | 298.96
Total Current Assets | | 8,741.92 7,859.45
Total Assets T 9,344.14 8,458.81
| ]
| Equity And Liabilitles - ) - - | N
Equity - .
"(a) | Equity Share Capital - e 1 ' 138.40 138.40
(b)  Other Equity - - T 12 645261 5,289.88
T ] Total Equity | ¢ 6,591.01 5,428.28
Liabilities — i il B ]
(1) | Non Current Liabllities - 1 ]
 (a)  Financfal Liabilitles
] (i) Borrowings T ) B S , 13 66.08 100.59
_ ' Total Non-Current Liabilities | | 66.08 : 100.59
(2) | [ Current Liabitities - i - i ' ]
"{a) | Financial Liabilities ~ B - - . R
| (i) Trade Payables ) 14 | 1,640.99 12,106.89
(1) Other current financial liabilities S - | 15 196.68 78.61
| (b)_|__Other current lfabilities | 16 849.38 | 744.44
Total Current Liabilities | 2,687.05 | 2,929.94
Total Equity and Liabilities | [ 9,344.14 . 8,458.81

" See accompanying notes forming part of the financial statements

In Lerms of our report attached
For G. R. Modi & Co.

| Chartered Accountants
| (ICATFRN: 112697W]

Swapnil Mod% Rajesh M Agrawal

| Partner Director

[ Mumbai, 22 Aprl, 2019 ' |

“For and on behalf of Board Ef'DIr_eE—tbrs
“of Ajanta Pharma Philippines Inc.




1 Ajanta Pharma Phllippines Inc
| . |Statement of Profit and Loss Account for the year ended 31 March 2019

1 o - ! 31-Mar-19 | 31-Mar-138
) Note No | Rs.inlacs  Rs.inLacs
Income :
7 | Revenue from operations _ i 17 | 16,7729 |~ 12,76396
| Other Income - 18 1 T 27.74 50.24
[ Total Income 16,205.03 | 12,814.20
| Expenses : |
| ™ Cost of Materials Consumed o - ' | T = |
" Purchase of Stock-in-Trade - 9T 9,171.57 7,043.36
o Changes in inventories of Finished ¢ Goods/Work-in- ngresslSlock in- Trade 20 (622.96) {101.98))
- i _Employee Benefits Expenses - B _ 21 1,226.28 1,147.30 |
| " Finance Costs 22 24.61 16.39 |
~_Depreciation & Amortisation Expense - 23 120.21 | 99.36
| “Other Expenses - T B B | 14| 266127, 2,097.65
T ] Total Expenses T " 12.581.98 _ 10,302.09
T Profit Before Tax 3,623.06 2,512.11
L Tax Expense ) o B - T )
[ " Current Tax N - ™ 1,082.58 | 766.62
Deffered Tax B | 1.96 (1.87)
| Profit For The Year 2,538.52 | 1,747.36
T | [
| Other Comprehensive Income / (Loss) o - - B B ] |
| Items that will be reclass!ﬂed subsequently to profit or loss: | ] B
| Exchange differences on translation of foreign operations 268.79 (88.10)
T | Income tax relating to items that will be reclassified to profit or loss B i < -
- Net other Comprehensive Income / (Loss) to be reclassified subsequently to profit or loss 268.79 (88.10)
i | Other Comprehensive Income / (Loss) for the year, net of tax [ 26879 (88.70)
" Total Comprehensive Income / (Loss) for the year 2,807.30 1,659.26
| Earning Per Equity Share (Basic & Diluted) (Face Value PHP100/-) o 26 | 126,93 87.37

| See accompanying notes forming part of the financial statements

| In terms of our report attached
| For G. R. Modi & Co.

| Thartered Accountants

' {ICAI FRN: nz, Y

p=r

Swapnli odi
" Partner

| Mumbal, 22 April, 2019

:'?o_r andon | behalf of Board_of Directors
| of Ajanta Pharma Philippines Inc,

Rajesh M. Agrawal
Director




Ajants Pharma Philippines [nc. 7 i | |
| Statement of Cashflows for the year ended 3 March 2019 ] I ] (TinLacs)
1 —+—— [ L Am3iMamh2019 | AvatdiMahz018
| j Cn_h Flow from Opentmg Activities ’ ] i = N = A= = =S =|
T meltbebeTe | e | mn
.F\djusmwm for . | [ | ) o
| || Deprecitionand AmottisationExpense 1021 9936 |
o EeweCes | [ [ ae | 1ew
| Exch Fluctuation | | | 268.79 | | (88.10)
' Operating Cashflows before Working Capital Changes | 4,036.66 | T 2,539.77
___ Change in Workmg Cap:lnl | T o o T 1 B ]
| | Decrease (Increase) in Trade Receivable __ il —_ (774 2?) T (419 82)
] | Decrease (Increase) in Other Non Curent Assets | | 1.09 ‘ | - T (10.40)
|| Decrease (Increase) in Other Current Assets : : o 20897 | T 15.08 |
|| Decrease (Increase) in Inventories  62%) | _' (101.98)
i T  Increase (Decreasc) in Other Current Liabilities | o, w0
| | | Increase (Decreasc) in Trade Payables , | (465.90) | 289.28
. | Cash Generated from Operations ! I 2,603.59 ' | 2,330.9%
T T Net Income tax paid ] ' | T o (1,084 54) ™ (764.75)
— 1 Ne!ilgsh flow Generated from from Operating Activities | T 151908 | 1,566.20
I
" B. | Cash Flow from [mrcsuuz Activities | R o
- | Capital Expenditure on Property, Plant and Equipment mc]udlng Capit (43 | T(163.19)
Proceeds from Sale of Fixed Assets | | ‘__ 0.17 [ -
1 | Net Cash used In Investing Activities T e (163,19
B G | Cash Flow from Fir Fmanﬁng Acuﬂllu . __ : o T : o
) _' | chaymen! of Non Curlcm Bonowmg; B | | — (34, 51)| | o ~ (358)
Interest Paid (2461) (16.3%)
| Dividend Paid | i — (sasn {620.43)
i } Net Cash used in Financing Activitles |  (1,703.69) (640,40
T 1
) | Net Increase / (Decrease) in Cash and Cash Equivalenss  @ossy 76260
T ‘ | Cash and Cash Equivalents as at the Beginning of the Year | | 102305 | 26045
) | Cash and Cash Equivalents as al the End of the Yewr I 71435 1,023.08
Figures in brackets indicates outflow
Note :
1. The above Cash Flow Statement has boen prepared under Indirect Method' s sct out in Accounting Standard 7 (Ind AS - 7) “Statement of Cash Flow"
under Section 133 of the Companies Act 2013,
2. Cash comprises cash on hand, current accounts and deposits with banks. Cash equivalents are sholrt-term balances (with an oniginal matunity of three
months or less from the date of acquisilion).
See accompanying notes forming part of the financial statements
In terms of our report sitached
For G. R. Modi & Co. For and on behalf of Board of Directors of
Chartered Accountants——— Ajaota Pharma Phllippines Inc.
(ICA1 FRN : qz TW)
(N : R kY
Swapnil Modi Rajesh ML Agrawal
Partner Director
Mumbal, 22 Apsil, 2019




Ajanta Pharma Philippines Inc.

Statement of Changes in Equity for the year ended 31 March 2019 ;

A. Equity Share Capital | | | | Tin Lacs ]
Balance as at 1 April Changes in equity share | Balance as at 31 March |
2018 capital during the year 2019

Authorised : 138.40 | ~ 138.40 | |
Issued : i 138.40 . 138.40 | j | gl
Subscribed & Paid up: ' ' 138.40 B . B 138.40
[B. Other Equity . | B | | | [

Particulars Capital | Securities ' General | Share Based | Retained Foreign | Otheritemsof | Total | Non-  Total Equity

Redemption | Premium | Reserve Payment Earnings Currency other | Controlling |
Reserve Account | Reserve Translation comprehensive | | Interests
| Reserve income

As at 1 April 2017 .| - 3,129.03 -1 1,287.09 | (165.07)| - | 4,251,05 - | 4,251,085
Profit for the period ' . - . - [ 1,74736 | = | T 174736 - T 71,747.36
Other comprehensive income '] ' | ~(88.10) - | (88.10). ___ (88.10)
Total comprehensive income ' - - - - | 1,747.36 (88.10)] - | 1,659.26 - | 1,659.26
Transfer to General reserve ' o R : | E - Sl
DividendPaid ' - - 1 - o (62043) - - | (620.43) _(620.43)
At 31 March 2018 ; - | - 13,129.03 - | 2,414.02 (253.17), - | 5289.88 - | 5.7289.88
Profit for the period 1 ' | 2,538.52 ' | 2,538.52 | - | 2,538,552
Other comprehensive income e | = N | 268.79 | .1 268.79 . 268.79
'lotal comprehensive income - - | ‘ | 2,538.52 | 268.79 | - | 2,807.30 - | 2,807.30
Dividend Paid o | .| : | (1,644.57)] - - | (1.644.57) - (1,644.57)
At 31 March 2019 | - | - 3,129.03 - 3,307.97 | 15.62 | - | 6,452.61 - b 6,452,681

See accompanying notes forming part of the financfal statements

In terms of our report attached
For G. R. Modi & Co.
Chartered Accountants
(ICAI FRN : 11261 .

L;,VLWXI/(AJ/ ) *3

Swapnil Modi
Partner

Mumbal, 22 April, 2019

For and on behalf of Board of Directors of Ajanta Pharma Philippines inc.

Rajesh M. Agrawal
Director




Ajanta Pharma Philippines Inc.
Notes to the Financial Statements 3s on 31 March 2019

1.

Corporate Information

Ajanta Pharma Philippines Inc. is a limited liability company incorporated and domiciled in
Philippines and is a wholly owned subsidiary of Ajanta Pharma Ltd., India. The address of its
registered office is located at Unit 710, AXA Life Bldg,, 1286, Sen. Gil Puyat Ave., Makati Ciry,
Philippines.

Company is primarily involved in the business of pharmaceutical and related activities.

The Financial Statement for the Company were authorised for issue by the Company’s Board of
Directors on 22 April, 2019.

Basis of Preparation

The financial statement of the Company have been prepared in all material aspects in accordance
with the recognition & measurement principles laid down in Indian Accounting Standards
(hereinafter referred to as the ‘Ind AS’) read with Rule 4 of the Companies (Indian Accounting
Standards) Rules, 2015 as amended and other relevant provisions of the Act and accounting
principles generally accepted in India.

The financial statements have been prepared on an accrual basis and under the historical cost basis,
which have been measured at fair value or revalued amount wherever applicable.

Functional and Presentation Currency:

Functional currency of the Company is Philippine Peso (Php). The financial statement is prepared &
presented in Indian Rupees (INR) as it is the functional currency of the Holding Company.

Rounding of Amounts

All amounts disclosed in the financial statements and notes have been rounded off to the nearest
lacs.

Current versus Non-Current classification

The assets and liabilities in the balance sheet are presented based on current/non-current
classification.

Ap asset is current when it is:

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

¢ Held primarily for the purpose of trading, or

s Expected to be realised within tweive months after the reporting period, or

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

A liability is current when it is:

o Expected to be settled in normal operating cycle, or

» Held primarily for the purpose of trading, or

s Due to be settled within twelve months after the reporting period, or

»  There is no unconditional right to defer the settlement of the liability for at least t
after the reporting period.

ve months




Ajanta Pharma Philippines Inc.
Notes to the Financial Statements as on 31 March 2019

6.1

6.2

AJl other habilities are treated as non-current.

Deferred tax assets and liabilities are classified as non-current assets and liabilities respectively.

Operating Cycle

Based on the nature of products / activities of the Group and the normal time between acquisition of
assets and their realisation in cash or cash equivalents, the Group has determined its operating cycle
as 12 months for the purpose of classification of its assets and liabilities as current and non-current.

Significant Accounting Policies
Property, Plant and Equipment

Property, Plant and Equipment are initially measured at cost and are presented in the financial
statements at cost less accumulated depreciation and amortization and any accumulated impairment
in value. Such cost includes the cost of replacing part of the property, plant and equipment at the
time that cost is incurred, if the recognition criteria are met, and excludes the costs of day-lto-day
servicing.

The initial cost of property and equipment comprises its purchase price, including import duties,
taxes and any directly attributable costs of bringing the asset to its working condifion and location
for its intended use. Cost also includes any related asset retirement obligation (ARQO) and interest
incurred during the construction period on funds borrowed to finance the construction of the
projects. Expenditures incurred afier the fixed assets have been put into operation, such as repairs
and maintenance and overhaul costs, are normally charged to deferred development cost in the
period the cost are incurred. Major repairs are capitalized as part of property and equipment only
when it is probable that future economic benefits associated with the items will flow to the Company
and the cost of the items can be measured reliably.

Depreciation is calculated on a straight-line basis to write off the cost of assets, to their residual
values over their estimated useful life as follows:

Particulars Useful Life
Condominium Units 20 years
Furniture, Fixtures & Fittings | 2 years
Office Equipments 2 years
Computers 2 years
Motor Vehicles S years

The carrying amounts of property and equipment are reviewed for impairment when events or
changes in circumstances indicate that the carrying amount may not be recoverable. Fully
depreciated assets are retained in the accounts until they are no longer in use and no further
depreciation and amortization are recognized in profit or loss.

An item of property and equipment is derecognized when either it has been disposed of or
when it is permanently withdrawn from use and no future economic benefits are expected from its
use or disposal. Any gain or loss arising on the retirement and disposal of an item of property and
equipment (calculated as the difference between the net disposal proceeds and the carrying amount
of the asset) is included in profit or loss in the period of retirement or disposal.

Intangible Assets

Intangible assets are initially measured at cost and are subsequently measured at cost less
accumulated amortization and any accumulated impairment loss. These are amortized over
estimated useful life using the straight line method. If there is an indication that there has been a



Ajanta Pharma Philippines Inc.
Notes to the Financial Statements as on 31 March 2019

63

significant change in amortization rate, useful life or residual value of an intangible asset, the
amortization js revised prospectively to reflect the new expectations.

Intangible assets are derecognized when these assets are disposed of or when no future economic
benefits are expected from these assets.

Financial Instruments

A financial instrument is any contract that gives rise to a financial asset of one entity and a financial
liability or equity instrument of another entity.

Financial Assets
Classification

Company classifies financial assets as subsequently measured at amortised cost, fair value through
other comprehensive income or fair value through profit or loss, on the basis of its business model
for managing the financial assets and the contractual cash flows characteristics of the financial asset.

Initial Recognition and Measurement

All financial assets are recognised initially at fair value plus, in the case of financia) assets not
recorded at fair value through profit or loss, transaction costs that are attributable to the acquisition
of the financial asset.

Subsequent Measurement

For the purpose of subsequent measurement, financial assets are classified in two broad categories:

e Financial assets at fair value (FVTPL / FVTOCI)

* Financial assets at amortised cost

When assets are measured at fair value, gains and losses are either recognised in the statement of
profit and loss (i.e. fair value through profit or loss (FVTPL)), or recognised in other comprehensive
income (i.e. fair value through other comprehensive income (FVTOCI)).

Financial Assets measured at Amortised Cost (net of any write down for impairment, if any)

Financial assets are measured at amortised cost when asset is held within a business model, whose
objective is 1o hold assets for collecting contractual cash flows and contractual terms of the asset
give rise on specified dates to cash flows that are solely payments of principal and interest. Such
financial assets are subsequently measured at amortised cost using the effective interest rate (EIR)
method less impairment, if any. The losses arising from impairment are recognised in the Statement
of profit and loss.

Financial Assets measured at Fair Value through Other Comprehensive Income (“FVTOCI”)
Financial assets under this category are measured initially as well as at each reporting date at fair
value, when asset is held within a business model, whose objective is to hold assets for both

collecling contractual cash flows and selling financial assets. Fair value movements are recognized
in the other comprehensive income.

Financial Assets measured at Fair Value through Profit or Loss (“FVTPL”)

Financial assets under this category are measured initially as well as at each reporting date at fair
value with all changes recognised in profit or loss.

{* M. NO.
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Ajanta Pharma Philippines Inc.
Notes to the Financial Statements as on 31 March 2019
Investment in Equity Instruments

Equity instruments which are held for trading are classified as at FVTPL. All other equity
instruments are classified as FVTOCI. Fair value changes on the instrument, excluding dividends,
are recognised in the other comprehensive income. There is no recycling of the amounts from other
comprehensive income to profit or loss.

Investment in Debt Instruments

A debt instrument is measured at amortised cost or at FVTOCI. Any debt instrument, which does
not meet the criteria for categorization as at amortized cost or as FVOC], is classified as at FVTPL.
Debt instruments included within the FVTPL category are measured at fair value with all changes
recognised in the Statement of profit and loss.

Derecognition of Financial Assets

A financial asset is primarily derecognised when the rights to receive cash flows from the asset have
expired or Company has transferred its rights to receive cash flows from the asset.

Impairment of Financial Assets

In accordance with Ind - AS 109, Company applies expected credit loss (ECL) mode] for
measurement and recognition of impairment loss on the financial assets that are debt instruments
and trade receivables.

Financial Liabilities

Classification

Company classifies all financial liabilities as subsequent]y measured at amortised cost or FVTPL.
Initial Recognition and Measurement

All financial liabilities are recognised initially at fair value and, in the case of loans, borrowings and
payables, net of directly attributable transaction costs.

Financial liabilities include trade and other payables, loans and borrowings including bank
overdrafis and derivative financial instruments.

Subsequent Measurement

Financial liabilities at fair value through profit or loss include financial liabilities held for trading
and financial liabilities designated upon initial recognition as at fair value through profit or loss.
Interest-bearing loans and borrowings are subsequently measured at amortised cost using the
Effective Interest Rate (EIR) method. Gains and losses are recognised in profit or loss when the
liabilities are derecognised as well as through EIR amortisation process. Amortised cost is calculated
by taking into account any discount or premium on acquisition and fees or costs that are an integral
part of the EIR. The EIR amortisation is included as finance costs in the statement of profit and loss.

Derecognition of Financial Liabilities

A financal [iability is derecognised when the obligation under the )jability 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 1erms of an existing liability are substantially modified, such
an exchange or modification is treated as the derecognition of the original liability and the




Ajanta Pharma Philippines Inc.

Notes to the Financial Statements as on 31 March 2019

6.4

6.5

6.6

6.7

recognition of a new liability. The difference in the respective carrying amounts is recognised in the
Statement of Profit and Loss.

Derivative Financial Instrument

The Company uses derivative financial instruments, such as forward currency contracts 10 mitigate
its foreign currency risks. Such derivative financial instruments are initially recognised at fair value
on the date on which a derivative contract is entered into and are subsequently re-measured at fair
value. Derivatives are carried as financial assets when the fair value is positive and as financial
liabilities when the fair value is negative.

Inventories

Finmished products including traded goods are valued at lower of cost (on moving weighted average
basis) and net realisable value. The cost of Inventories have been computed to include all cost of
purchases, cost of conversion, appropriate share of fixed production overheads based on normal
capacity and other related cost 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 selling expenses.

Slow and non-moving, obsolesces, defective inventory are fully provided for and valued at net
realisable value. Goods in transit are valued at actual cost incurred up to the date of balance sheet.

Cash And Cash Equivalents

Cash and Cash Equivalents comprise of cash on hand and cash at bank including fixed
deposithighly liquid investments with original maturity period of three months or less that are
readily convertible to known amounts of cash and which are subject to an insignificant risk of
changes in value. Bank overdrafis that are repayable on demand and form an integral part of the
Group’s cash management are included as a component of cash and cash equivalent for the purpose
of statement of cash flow.

Cash Flow Statements

Cash flows are reported using the indirect method, whereby net profit before tax is adjusted for the
effects of transactions of a non-cash nature, any deferrals or accruals of past or future operating cash
receipts or payments and item of income or expenses associated with investing or financing cash
flows. The cash flow from operating, investing and financing activities of the Company are
segrepgated.

Foreign Currency Transactions

Revenue Transactions denominated in foreign currencies are normally recorded at the exchange rate
prevailing on the date of the transaction.

Monetary items denominated in foreign currencies at the year-end are re-measured at the exchange
rate prevailing on the balance sheet date. Non-monetary foreign currency jtems are carried at cosl.

Any income or expense on account of exchange difference either on settlement or on restatement is
recognised in the Statement of Profit and Loss.




Ajanta Pharma Philippines Inc.
Notes to the Financial Statements as on 31 March 2019
Revenue Recogaition

6.8

The Company recognises revenue to depict the transfer of promised goods or services to customers.
In accordance with Ind-AS 115 Revenue from Contracts with Customers, the Company recognises
revenue by applying the following five steps:

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

The Company applies the revenue recognition model to each contract with a customer once it is
probable the entity will collect the consideration to which it will be entitled. Contracts for this
purpose may be written, verbal or implied by customary business practices, but must be
enforceable and have commercial substance. In evaluating whether collection is probable, the
Company considers only the customer’s ability and intention to pay the consideration when due.

Step 2: Identify the performance obligations in the contract

Once the contract has been identified, the Company evaluates the terms and customary business
practices 10 identify which promised goods or services should be accounted for as separate
performance obligations. The key determinant for identifying a separate performance obligation
is whether a good or service, or a bundle, is distinct. A good or service is distinct if the customer
can benefit from the good or service on its own or together with other readily available
resources and the good or service is separately identifiable from other promises in the contract.
The Company treats each distinct good or service as a separate performance obligation.

Step 3: Determine the transaction price

The transaction price is the amount of consideration to which an entity expects to be entitled and
includes:

-An estimate of any variable consideration determined using eijther a probability-weighted
expected value or the most likely amount, whichever better predicts the amount of constderation
to which the Company will be entitled

-The effect of the time value of money, if there is a financing component that is significant to
the contract

-The fair value of any non-cash consideration
Step 4: Allocate the transaction price to the performance obligations in the contract

The Company usually allocates transaction price to each separate performance obligation on a
relative stand-alone selling price basis. When determining stand-alone selling prices, the
Company uses observable information, if it is available. If stand-alone selling prices are not
directly observable, the Company estimates such prices based on reasonably available
information, e.g., adjusted market assessment approach or an expected cost plus a margin
approach. Only when the stand-alone selling price of a good or service is highly variable or
uncertain, the Company use residual approach for allocation.

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

The Company determines whether it satisfies performance obligation by transfesring control of a
promised good or service over time or at a point in time to the customer. A performance
obligation 1s satisfied at a point in time unless it meets one of the following criteria, in which
case, it is satisfied over time:
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-The customer simultaneously receives and consumes the benefits provided by the Company’s
performance as the Company performs

-The Company’s performance creates or enhances an asset that the customer controls as the
asset is created or enhanced

The Company's performance does not create an asset with an alternative use to the Company
and the Company has an enforceable right to payment for performance completed to date
Revenue from sale of goods is recognised, when all significant risks and rewards are transferred
to the buyer, as per the terms of contracts and no significant uncertainty exists regarding amount
of the consideration that will be derived from the sale of goods.

Revenue from sale of goods is recognised when the significant risks and rewards of ownership have
been transferred to the buyer, usually on delivery of goods, it is probable that the economic benefit
will flow to the Company, the associated costs and possible retun of goods can be estimated
reliably, there is neither continuing management involvement to the degree usually associated with
ownership nor effective control over the goods sold and the amount of revenue can be measured
reliably. The Company is principal in all of its revenue arrangements, since it is the primary obligor
in al) of the revenue arrangements, as it has pricing latitude and s exposed to inventory and credit
risks.

Provisions for chargeback, rebates and discounts are estimated and provided for in the year of sales
and recorded as reduction of revenue.

Revenue is measured at the fair value of the consideration received or receivable. Amount disclosed
as revenue are inclusive of excise duty, excluding Goods and Services tax (GST), sales tax or value
added taxes or service taxes or duties collected on behalf of the povernment, and net of amounts
collected on behalf of third parties.

When the financing element 1s significant, the Company adjusts the transaction price for the time
value of money. The objective when adjusting the consideration for a significant financing
component is to recognise revenue at the cash selling price.

Revenue from sale of technology / know how (rights, licences and other intangibles) are recognised
when performance obligation is completed as per the terms of the agreement. Incomes from services
are recognised when services are rendered.

Interest income is recognised on time proportion basis. Insurance and other claims are recognised as
a revenue on certainty of receipt on prudent basis. Export benefits available under prevalent schemes
are accounted to the extent considered receivable.

Dividend income is recognised when the Entity’s right to receive the payment i3 established, which
is generally when shareholders approve the dividend.

Employee Benefits

Short-term Benefits - The Company recognizes a liability net of amounts already paid and an
expense for services rendered by employees during the accounting period. Short-term benefits given
by the Company to its employees include salaries and wages, social security contributions, short-
term compensated absences, bonuses and other non-monetary benefits.

Post-Employment Benefits - The Company does not have a formal retirement benefit plan.
However, the Company is subject to the provision of Republic Act No. 7641 (known as the
Retirement Law). This requires that in the absence of a retirement plan of agreement providing for
retirement benefits of employees in the private sector, an employee upon reaching the age of 60
years or more, but not beyond 65 years, who has served for at least five (5) years in a private
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company, may retire and shall be entitled to retirement pay. No actuarial computation was made
considering that there are no more than ten (10) employees who had served at least five years and
the turnover of employees is high.

Compensated Absences - Compensated absences are recognized for the number of paid leave days
(including holiday entitlement) remaining at the end of the reporting period. Those are included in
the salaries and wages account and are recognized when availed of by the employees.

Retirement and Other Long-term Benefits

Retirement and other long-term benefits costs are actuarially determined using the projected unit
credit method. This method reflects services rendered by employees up to the date of valuation and
incorporates assumptions concerning employees’ projected salaries. The calculation of defined
benefit obligations is performed annually by a qualified actuary. When the calculation results in a
potential asset for the Company, the recognized asset is limited to the present value of economic
benefits available in the form of any future refunds from the plan or reductions in the future
contributions to the plan. To calculate the present value of economic benefits, consideration is given
10 any applicable minimum funding requirements.

Re-measurements of the net retirement and other long-term employee benefits liability, which
comprise actuarial gains and losses, the return on plan assets (excluding interest) and the effect of
the asset ceiling (if any, excluding interest), are recognized immediately in OCI. The Company
determines the net interest expense 10 measure the net retirement benefit liability (asset) on at the
beginning of the annual period to the then-net defined benefit liability (asset), taking into account
any changes in the net defined benefit liability (asset) during the period as a result of contributions
and benefit payments. Net interest expense and other expenses related to defined benefit plans are
recognized in profit or loss.

When the benefits of a plan are changed or when a plan is curtailed, the resulting change in benefit
that relates to past service or the gain or loss on curtailment is recognized immediately in profit or
loss. The Company recognizes gains and losses on the settlement of a defined benefit plan when the
settlement occurs.

The net retirement and other long-term benefits liability recognized by the Company is the aggregate
of the present value of the defined benefit obligation reduced by the fair value of plan assets out of
which the obligations are to be settled directly. The present value of the defined benefit obligation is
determined by discounting the estimated future cash outflows using risk-free interest rates of
government bonds that have terms to maturity approximating the terms of the related retirement and
other long-term benefits liability.

Share-based compensation
Company has no share based compensation plan.

Borrowing Costs

Borrowing costs comprise interest expense on borrowings and other bank charges. Borrowing costs
directly aftributable to the acquisition, construction or production of an asset that necessarily takes a
substantial period of time to get ready for its intended use or sale are capitalized as part of the cost of
the asset. All other borrowing costs are expensed in the period in which they occur,

Lease

The determination of whether an arrangement is, or contains, a lease is based on the substance of the
arrangement at the inception date, whether fulfilment of the arrangement is dependent on the use of
a specific asset or assets or the arrangement conveys a right to use the asset, even if that right is not
explicitly specified in an arrangement. ‘
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Assets acquired on leases where a significant portion of the risks and rewards of ownership are
retained by lessor are classified as operaling leases. Leases rentals are charged to the statement of
profit and loss on straight line basis,

Earnings Per Share

Basic eamings per equity share is computed by dividing the net profit attributable to the equity
holders of the company by the weighted average number of equity shares outstanding during the
period. Diluted earnings per equity share is computed by dividing the net profit attributable to the
equity holders of the company by the weighted average number of equity shares considered for
deriving basic eamings per equity share and also the weighted average number of equity shares that
could have been issued upon conversion of all dilutive potential equity shares. The dilutive potential
equity shares are adjusted for the proceeds receivable had the equity shares been actually issued at
fair value. Dilutive potential equity shares are deemed converted as of the beginning of the period,
unless issued at a later date. Dilutive potential equity shares are determined independently for each
period presented.

Income Taxes
Income tax expense comprises current and deferred income tax.

Income tax expense is recognized in net profit in the statement of profit and loss except to the extent
that it relates to items recognized directly in equity, in which case it is recognized in other
comprehensive income. The current income tax charge is based on taxable income for the year
calculated on the basis of tax laws enacted or substantively enacted by the end of the reporting
period.

Deferred income tax is provided in full, using the liability method, on temporary differences arising
between the tax bases of assets and liabilities and their carrying amounts in the financial statements.
However, if the deferred income 1ax arises from initial recognition of an asset or liability in a
transaction, other than a business combination, that at the time of the transaction affects neither
accounting nor taxable profit or loss, it is not accounted for. Deferred income tax is determined
using tax rates that have been enacted or substantively enacted by the end of reporting period and
are expected to apply in the period when the related deferred income tax asset is realised or the
deferred income tax liability is settled. Deferred tax assets are recognised to the extent that it is
probable that future 1axable profit will be available against which deductible temporary differences
can be utilised.

Dividends to Sharebolders

Annual dividend distribution to the shareholders is recognised as a liability in the period in which
the dividends are approved by the shareholders. Any interim dividend paid is recognised on
approval by Board of Directors. Dividend payable is recognised directly in equity.

Provisions, Contingent Liabilities, Contingent Assets and Commitments

General

Provisions (legal and constructive) are recognized when: (a) the Company has a present obligation
(legal or constructive) as a result of a past event; (b) it is probable (i.e., more likely than not) that an
outflow of resources embodying economic benefits will be required to settle the obligation; and (c) a
reliable estimate can be made of the amount of the obligation. If the effect of the time value of
money is material, provisions are determined by discounting the expected future cash flows at a pre-
tax rate that reflects current market assessment of the time value of money and those risks specific to
the liability. When discounting is used, the increase in the provision due to the pasgegesf time is
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recognized as Finance Cost. When some or all of the expenditure required to settle a provision is
expected to be reimbursed by another party, the reimbursement shall be recognized when, and only
when, it is virtually certain that reimbursement wil] be received if the entity seftles the obligation.
The reimbursement shall be treated as a separate asset. The amount recognized for the
reimbursement shall not exceed the amount of the provision. Provisions are reviewed at each
reporting date and adjusted 1o reflect the current best estimate.

Contingent liability is disclosed in the case of:

e A present obligation arising from past events, when it is not probable that an outflow of resources
will be required 1o settle the obligation;

o A present obligation arising from past events, when no reliable estimates is possible;,

e A possible obligation arising from past events, unless the probability of outflow of resources is
remote.

Contingent liabilities are not recognised but disclosed in the Financial Statements. Contingent assets
are neither recognised nor disclosed in the Financial Statements.

Commitments include the amount of purchase order (net of advances) issued to parties for
completion of assets and Non-cancellable operating lease.

Provisions, contingent liabilities, contingent assets and commitments are reviewed at each balance
sheet date.

Asset Retirement Obligation

Asset retirement obligations (ARO) are provided for those operating lease arrangements where the
Company has a binding obligation at the end of the lease period to restore the leased premises in a
condition similar to inception of lease. ARO are provided at the present value of expected costs to
settle the obligation using discounted cash flows and are recognised as part of the cost of that
particular asset. The cash flows are discounted at a current pre-tax rate that reflects the risks specific
to the decommissioning liability. The unwinding of the discount is recognised in the income
statenent as a finance cost. The estimated future costs of decommissioning are reviewed annually
and adjusted as appropriate. Changes in estimated future costs or in the discount rate applied are
added to or deducted from the cost of the asset.

Fair value measurement

The Company measures financial instruments, such as, derivatives at fair value at each balance sheet
date in accordance with Ind AS 113.

Financials Statements have been prepared on the historical cost basis except for the following
material items in the statement of financial position:

* Derivative financial instruments are measured at fair value received from Bank.

¢ Mutual Funds are measured at fair values as per Net Asset Value (NAV).

¢ Employee Stock Option Plan (ESOP) at fair values as per Actuarial Valuation Report.

Fair value is the price that would be received to sell an asset or settle a liability in an ordinary
transaction between market participants at the measurement date.

The fair value of an asset or a liability is measured using the assumptions that market participants
would use when pricing the asset or liability, assuming that market participants act in their economic
best interest.
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A fair value measurement of a non-financial asset takes into account a market participant’s ability to
generate economic benefits by using the asset in its highest and best use or by selling it to another
market participant that would use the asset in its highest and best use.

The Company uses valuation technigues that are appropriate in the circumstances and for which
sufficient data are available to measure fair value, maximising the use of relevant observable inputs
and minimising the use of unobservable inputs.

Al assets and liabilities for which fair value is measured or disclosed in the financial statements are

categorised within the fair value hierarchy. described as follows, based on the lowest leve] input that

1s significant to the fair value measurement as a whole:

o Level | — Quoted (unadjusted) market prices in active markets for identical assets or liabilities.

e Level 2 — Valuation techniques for which the lowest level input that is significant to the fair
value measurement is directly or indirectly observable.

® Level 3 — Valuation techniques for which the lowest level input that is significant to the fair
value measurement is unobservable.

For assets and liabilities that are recognised in the financial statements on a recurring basis, the
Company determines whether transfers have occurred between levels in the hierarchy by re-
assessing categorisation (based on the lowest level input that is significant 10 the fair value
measurement as a whole) at the end of each reporting period.

For the purpose of fair value disclosures, the company has determined classes of assets and
Jiabilities on the basis of the nature, characteristics and rnsks of the asset or liability and the level of
the fair value hierarchy as explained above.

Recent accounting pronouncements

Standards issued but not yet effective

The Ministry of Corporate Affairs, in April 2019, has notified Ind AS 116, Leases. Ind AS 116 sets
out the principles for recognition, presentation and disclosure of leases. Ind AS 116 is the equivalent
of IFRS (International Financial Reporting Standards) 116. Ind AS 116 shall be applied from
financial years beginning on or after Ist April, 2019,

These amendments are not expected to have any impact on the Company.

Critical accounting judgements, estimates and assumptions

The preparation of the Company’s financial statements requires management to make judgements,
estimates and assumptions that affect the reported amounts of revenues, expenses, assets and
liabilities, and the disclosure of contingent liabilities, at the end of the reporting period. However,
uncertainty about these assumptions and estimates could result jn ovtcomes that require a materia)
adjustment to the carrying amount of the assets or liabilities in future periods.

(a) Arrangement containing lease
At the inception of an arrangement, the Company determines whether the arrangement is or
contains a lease. At the inception or on reassessment of an arrangement that contains a lease,
Company separates payments and other consideration reguired by the arrangement into
those for the lease and those for the other elements on the basis of their relative fair values.

The Company has determined, based on an evaluation of the terms and conditions of the
arrangements that such contracts are in the nature of operating leases.
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Multiple element contracts with vendors

The Company has entered into multiple element contracts with vendors for supply of goods
and rendering of services. The consideration paid is/may be determined independent of the
value of supplies received and services availed. Accordingly, the supplies and services are
accounted for based on their relative fair values to the overall consideration. The supplies
with finite life under the contracts (as defined in the significant accounting policies) have
been accounted under Property, Plant and Equipment and/or as Intangible assets, since the
Company has economic ownership in these assets. Company believes that the current
treatment represents the substance of the arrangement.

Property, Plant and equipment

Determination of the estimated useful life of tangible assets and the assessment as to which
components of the cost may be capitalized. Useful life of tangible assets is based on the life
of useful lives/rates prescribed by the GAAPs of the respective countries. Assumptions also
need to be made, when the Company assesses, whether an asset may be capitalised and
which components of the cost of the asset may be capitalised.

Intangible Assets
Internal technical or user team assess the remaining useful lives of Intangible assets.
Management believes that assigned useful lives are reasonable.

Recognition and measurement of defined benefit obligations

The obligation arising from the defined benefit plan is determined on the basis of actuarial
assumptions. Key actuarial assumptions include discount rate, trends in salary escalation
and vested future benefits and life expectancy. The discount rate is determined with
reference 1o market yields at the end of the reporting period on the government bonds. The
period to maturity of the underlying bonds correspond to the probable maturity of the post-
employment benefit obligations.

Recognition of deferred tax assets and income tax

Deferred tax asset is recognised for all the deductible temporary differences to the extent
that it is probable that taxable profit will be available against which the deductible
temporary difference can be utilised. The management assumes that taxable profits will be
available while recognising deferred tax assets.

Management judgment is required for the calculation of provision for income taxes and
deferred tax assets and liabilities. The Company reviews at each balance sheet date the
carrying amount of deferred tax assels. The factors used in estimates may differ from actual
outcome which could lead to significant adjustment to the amounts reported in the financial
statements.

Uncertainties exist with respect to the interpretation of complex tax regulations and the
amount and timing of future taxable income. Given the wide range of international business
relationships and the long-term nature and complexity of existing contractual agreements,
differences arising between the actual results and the assumptions made, or furure changes
to such assumptions, could necessitate future adjustments to tax income and expense already
recorded. The Company establishes provisions, based on reasonable estimates, for possible
consequences of audits by the tax authorities of the respective countries in which it operates.
The amount of such provisions is based on various factors, such as experience of previous
tax audits and differing interpretations of tax regulations by the taxable entity and the
responsible tax authority. Such differences of interpretation may arise on a wide variety of
issues depending on the conditions prevailing in the respective country,
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Deferred tax assets are recognised for all unused tax losses to the extent that it is probable
that taxable profit will be available against which the losses can be utilised. Significant
management judgement is required to determine the amount of deferred tax assets that can
be recognised, based upon the Jikely timing and the leve] of future taxable profits, future tax
planning strategies and recent business performances and developments.

Recogpition and measurement of other provisions

The recognition and measurement of other provisions are based on the assessment of the
probability of an outflow of resources, and on past experience and circumstances known at
the balance sheet date. The actual outflow of resources at a future date may, therefore, vary
from the figure included in other provisions.

Contingencies

Management judgement is required for estimating the possible outflow of resources, if any,
in respect of contingencies/claim/litigations against the Company as it is not possible to
predict the outcome of pending marters with accuracy.

Allowance for uncollected accounts receivable and advances

Trade receivables do not carry any interest and are stated at their normal value as reduced by
appropriate allowances for estimated irrecoverable amounts. Individual trade receivables are
written off when management seems them not collectible. Impairment is made on the
expected credit losses, which are the present value of the cash shortfall over the expected
life of the financial assets.

The impairment provisions for financial assets are based on assumption about risk of default
and expected loss rates. Judgement in making these assumption and selecting the inputs to
the impairment calculation are based on past history, existing market condition as well as
forward looking estimates at the end of each reporting period.

Insurance claims
Insurance claims are recognised when the Company has reasonable certainty of recovery.

Impairment reviews

An impairment exists when the carrying value of an asset or cash generating unit (‘CGU”)
exceeds its recoverable amount. Recoverable amount is the higher of its fair value less costs
to sell and its value in use. The value in use calculation is based on a discounted cash flow
model. In calculating the value in use, certain assumptions are required Lo be made in
respect of highly uncertain matters, including management’s expectations of growth in
EBITDA, long term growth rates; and the selection of discount rates to reflect the risks
involved.




Ajanta Pharma Philippines Inc.

“Notes to Financial Statement for the year ended 31 March 2019 | - ]
4 [ Property, Plant and Equipment _ [ [ - . | ] ' | I
41 | Current Year ' - | | | . | (T Lacs)
Gross Block (Cost or Deemed cost) Accumulated Depreciation/Amortisation Net Block
T As at Additions Disposals Exchange As at As at For the Disposals Exchange As at As at
1 Particulars ot042016 | | 1 Difference | 31.03.2019 | 07.04.2018 | Year | Difference | 31.03.2019 | 31.03.2019
(a) | Property, Plant and Equipment ~ I ] N b . _ B 1 o
i Leasehold Improvement 0.28 El 0 028 | 0.28 - o0 -
" [ Buildings 438.63 | - B i 438.63 | 9351 2178 - N 115.29 323.34
" | Furniture & fixture T 3223 | 2.33 - N 3456 3176 050 S e o 3226 | 230
"~ [ Office Equipment 56,59 592 - 62.51 | 5163 5.23 | N - 56.86 | 5.65
" [Vehicles N 594.04 115.89 166.55 543.38 366.11 88.94 | 166.38 288.67 | 254.71
| Computers AL IR I AT 201 009 . e a0 " 0.01 |
- Total 1,123.88 124.14 166.55 - 1,081,48 545.30 116.54 166.38 - 495.46 586.01
(BY | Other Intangible Assets . e i — —
" | Computer Software I 24.08 | 0.18 24.27 19.94 3.66 ) 23.60 0.66
i Total 24.08 0.18 - - 24,27 19.94 1.66 - 23.60 0.66
Total (a) + (b) 586.68
R i - s i | | B
4.2 | Previous Year | |
Gross Block (Cost or Deemed cost) Accumulated Depreciation/ Amortisation Net Block
Ag at Additions Dtsposals Exchange As at As at For the Disposals Exchange As at As at
7 Particulars 01.04.2017 7 “[“Difference | 31.03.2018 | 01.04.2017 Year | Difference | 31.03.2018 | 31:03.2018
(a) | Property, Plant and Equipment | 1 | B i 1 |
| Leasehold Improvement ) 0.28 - ) ~0.28 0.28 | . 0.28 e
Buildings 7438.63 | - 438.63 71.96 |  21.55 93.51 345.12
| Fumniture & fixture 31.69 | 0.54 i . 32.23 - 2830 | 346 - i 3176 | 0.47
| Office Equipment o523 | 428 56.59 4555 | 6.07 - 51.63 | 497
| Vehicles 43911 | 154.93 | - N 594.04 302.81 |  63.30 - ] 36611 2792
| Computers T2 | L B 2.11 | 1.48 | 0.53 | i T ot T o.10
Total 964.14 159.75 - 1,123.88 450.39 94.91 - - 545,30 578.58
(b) | Other Intangible Assets _ -
" | Computer Software ) 20.64 3.44 24.08 15.49 4.45 - - 19.94 | 414
Total 20.64 3.44 - - 24.08 15.49 4.45 - - 19.94 414
Total (a) + (b) ) 582.73
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] * | 31-Mar-19 | T 31-Mar-18
- T o T o | Rs.inLaes | " Rs. in Lacs
5 | Other Non-Current Financial Assets — I T - | -
7 (Unsecured, Considered Good) T T -
| “SecurityDeposits T - | 1.57 | .21
| 1.57 [ 1.21
___E Deferred Tax Assets (Nety B B ] -
| Others ' 13.97 | 15.43
| Deferred Tax Assets (Net) 13,97 15.43
~ 7 " Inventories B -
| " Stock-in-trade 3,029.39 - 2,406.43
I 3,029.39 | 2,406.43
8| Trade Receivables — - T § I [ o=
Unsecured [ ) [ o
-Considered good 4,905.29 4,131.01
4,905.29 | 4,131.01
"9 | Cash and cash equivalents N N | [ 1
" Cash and Cash Equivalents ) } B L
B - — — L
| Balance with Banks - In Current Accounts 713.86 1,022.68
o | 714,25 1,023.05
r | 1
10 Other Current Assets — T T o B | R [ _
~ | Advances to Suppliers - - . 5245 240.61
" Advances to Employees | 40.53 | 58.34
| 91.99 | 298.96
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11 | Equity Share Capital
1 _ - - — . | 31-Mar-19 | 31-Mar-18
- O | MNo.of Shares | Rs.inLacs | No.of Shares | Rs. In Lacs
Ruthorfsed I 1 1 |
Equity Shares of PHP 100 each 2,000,000 |  138.40 | 82,000 | 138.40
" | Issued, Subscribed & Paid up : e T o o T G | BEA i
| Equity Shares of PHP 100 each fully paidup - ) 2,000,000 | 138,40 " 82,000 | 138.40
| (a) Reconciliation of number of equity shares outstanding at the beginning and at the end of the year : i = =
3 31st er:h 2019 31st March 2018
- } o e - T No. of Shares | "Rs.acs | No. of Shares Rs. Lacs
[ Number of shares outstanding as at the beginning of the year 82,000 | 138.40 [ 82,000 | 138.40
Add " Number of shares allotted as bonus during the year T 1,918,000 i = | = |
Less: Number of shares bought back during the year T T T >l . [ K B ]
Number ‘of shares outslandlng as al lhe end_r‘[he year == = = = | 2,000,000 | 138.40 | 82,000 | 138.40
| 1
® Rights pfeferences and restrictions attached to shares T o = o i o 7
| The company has issued only one class of ordinary shares with voting rights having a par value of PHP100 per share. N _ ]
During the year ended 31 March 2019, amount per share of dividend d recognised as distributions ln equity shareholders TS Was ‘was PHP 60.60 pef equlty share
{Pr Yr. PHP 24.60 50 per equlty share)
: In lhe event of l!quldatlon of__lr_\e oompany, the holders of equity shares will be enm(ed to recerve refna‘-mng asseu of the company The dlsmbumn will h
| "be in proportion to the numbers of equity shares held by shareholders. i B B _
(c ) Detalls of Equity Shares held by each shareholders holding more than 5% - - [ B
Name of Shareholder | 31st March 2019 [ 315t March 2018
— o o T - " No.ofShares | X Holding | No.of Shares % Holding |
AJanta Pharma Ltd., India 2,000,000 | 100.00 82,000 100.00 |
~1{d) Shares reserved for issue under options _ R — - NiLT Nl | N "Nl
12 | OTHEREQUITY - - - - - . . N o
| General Reserve ~ 1 Ry | -
| Balance at the beginning of the year . - 3,129.03 ~ 3,129.03
Add : Transferred from Statement of Profit & Loss - -] :
] 3,129.03 | 3,129.03
| —_— - SR = i = | —— | i —
Exchange Fluctuation Reserve o - 1 15.62 - (253.17)]
| Surplus in the Statement of Profit and Loss - ] - _
[ | Balance at the beginning of the year - - . __ 2,414.02 | | ] 1,287.09 |
' “Prafit for the year o N 2,585 R ELA
Less: Appropriations - 1 ] _
1 -Dividend Paid on Equity Shares - _" 1,644.57 $20.43
' Balance at the year end 3,307.97 | . 2,414.02
- “Total Other Equity 6.452.61 | 5,289.88
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. 13 | Non-Current Borrowings
| Vehicle Loans (Secured)

~ from Banks (PHP

~ 31-Mar-18

Rs. in Lacs

100.59

100,59

14 | Trade Payables

" Trade Payables to Related Party

1,640.99 |

2,106.89

0 1,640.99 |

2,106.89

15 | Other Current Financial Liabilitles
Current Maturities of long-term debt

[ 196.68

78.61

| 196.68 '

78.61

16 | Other Current Liabilitles
Others payables

84938

744,44

849.38 |

[

744.44
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SR - - T 31-Mar-i® 3 Mar-18
- - T o - “Rs. In Lacs o Rs, fn Lacs
17 | Revenue from Operations )
= | Sale of Products i B T T __ i — - 1
” Stock-in-Trade - | [ e B 12,763.96
B [ 16,177.29 12,763.96
" 18 | OTHER INCOME _ B o - 1 o T ks )
interest from Others” T T o - | - [ a2 - 11.25
Miscellaneous Income T T — === an : e == ~ 38551
| | 27.74 50.24
19 Purchaseof Stock-in-Trade T - [ ] 9,171.57 | 7,043.36
20 | Changes in Inventories of Finished Goods, Work-in-progress and Stock-in-Trade ] e l 1
"I Inventories at the end of the year : T T T o i !' =
| Stock-in-trade ) - o - . i 3,029.39 | 2,406.43
e e . - - (A) 3,029.39 l 2,406.43
| inventories at the beginnlng of theyear: - - T - =l - [ ] ; i
Stock-in-trade | 2,406.43 2,304.456
i (8) 2,406.43 2,304.46
B Total changes in Inventorles of Finished Goods, Work-in-pre -progress and Stock-in-Trade : | N | B
T Work-in-Process | B B (622.96) T (101.98)
= Total changes in Inventories of Finished Goods, Work-in-progress and Stock-in-Trade | (B)-(A) (622.96) 1 (101.98)
71 | Empolyee Benefit Expenses T N ; i 1 -
Salaries, Wages, Bonus and Allowances T o B ' 1,222.27 | | 1,139.63
Staff Welfare Expenses - I - T - T 4.07 | | T 1.67
1,226.28 | 1,147,30
|
-? Finince Cost o o - - B T o i G -
" | Interest expenses - - - - B 2461 16.39 |
24.61 | } 16.39
"23  Depreciation B _ ) - - o T i i S [ B
Depreciation of Tangible Assets (Refer note 4) B e . ] i1 | 59.36
= : | 120.21 | 99.36
24 OtherExpenses I N | o
Selling Expenses - - - - - ~ Bae38 | - 666.97_
Clearing and Forwarding 1,215.39 974.46
= Travelling Expenses - - - T __ i 247.90 | 230.27
| Power and Fuel - - - - 9.63 ] >
| Rent B - - - ] 3148 | 18.42°
| Telephone, Telex & Postage - - o T war | 19.99
~ Repairs to Building_ - - - - - *‘1_.52 - B 677
T | Exchange Difference (Net) - o | | 60.28 ] 4814
~ | “Miscellaneous Expenses o ] | 330.21 | | 123.35
, ' 2,662.27 | 2,097.65




Ajanta Pharma Philippines Inc.

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

28.

26.

27.

Capital Management

Company's policy is 10 maintain a strong capital base 5o 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 1o equity shareholders. The board of directors seeks to maintain
a balance between the higher returns that might be possible with higher levels of borrowing and the
advantages and security afforded by a sound capital position. Company’s target is to achieve a return on
capital above 30%; in 2018-19 the return was 53% and in 2017-18 the return was 45%.

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

Company’s policy is 10 keep the ratio below ).00 and its adjusted net debt to equity ratio at 3} March

2019 was as follows. ¥in Lacs
Particulars 31 March 2019 31 March 2018
Debt (Debt + Current Liabilities) 2,687.05 2,929.94
Less; Cash and Cash equivalents 714.25 1,023.05
Net Debt A 1,972.80 1,906.89
Equity B 6,591.01 5,428.28
Net Debt to Equity ratio A/B 0.30 0.35 |

Earnings Per share (EPS):

The numerator and denominator used to calculate Basic and Diluted Earnings Per Share:

Particulars 31 March 2019 | 31 March 2018
Basic and Diluted Earnings Per Share:

Profit attributable to Equity shareholders- for Basic EPS (% A 2,538.52 1,747.36
in Lacs)

Add: Dilutive effect on profit (2 in Lacs) B Nil Nil
Profit attributable to Equity shareholders for computing | C=A-B 2,538.52 1,747.36
Diluted EPS (Zin Lacs)

Weighted Average Number of Equity Shares outstanding - D 20,00,000 20,00,000
for Basic EPS

Add: Dilutive effect of option outstanding- Number of E Nil Nil
Equity Shares .
Weighted Average Number of Equity Shares for Diluted | F=D+E 20,00,000 20,00,000
EPS

Face Value per Equity Share (Php) 100 100
Basic Earnings Per Share (%) A/D 126.93 87.37
Diluted Earnings Per Shares () C/F¥ 126.93 87.37

Employee Benefits

As required by Ind AS 19 ‘Employee Benefits’, the Company offers its employees: Short-term employee
benefits - These benefits include salaries and wages and other government contributions which are due
within twelve months afier the end of the period in which the employee renders the related service. The
total consideration paid in 2018-19 was ¥ 1,226.28 Lacs (Previous Year ¥ 1,147.30 Lacs).

Retirement plan - The Company did not yet set up a retirement plan since it does not have more than
ten (10) employees who had served at least five years. Retirement expenses, '
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availment of qualified employees which will be determined by the Company based on t.he actual number
of vears of service in compliance with RA No. 7641. No retirement costs were recognized.

28.

Financial Instrument — fair values and risk management

Fair value measurements

Tin Lacs

31 March 2019

31 March 2018

Financial Instruments by category FVTPL Amortised FVTPL Amortised
Cost Cost
Financial Assets
Trade Receivables - 4,905.29 4,131,01
Other Non-Current Financial Assets - 1.57 1.21
Cash and cash equivalents - 714.25 1,023.05
Total Financial Assets - 5,621.12 5,155.27
Financial Liabilities
Borrowings - 66.08 100.59
Other Current Financial Liabilities - 1,046.06 823.05
Trade Payables - 1,640.99 2,106.89
Total Financial Liabilities - 2,753.13 3,030.53
Fair Value Hierarchy Zin Lacs

31 March 2019

31 March 2018

Financial assets and liabilities measured at Level Level
fair value

| a m | 1 I
Financial assets
Non recurring fair value measurement
Trade Receivables - 4,905.29 - - 4,131.01
Other Non-Current Financial Assets - 1.57 - - 1.21
Cash and cash equivalents - 714.25 - - 1,023.05
Total Financial Assets - 5,621.12 - - | 5,155.27
Financial Liabilities
Borrowings - 66.08 - - 100.59
Other Current Financia) Liabilities - 1,046.06 - - 823.05
Trade Payables - 1,640.99 - -1 2,106.89
Total Financial Liabilities - 2,753.13 - - 3,030.53

Level | — The hierarchy in level | includes financial instruments measured using quoted prices. This
includes mutual funds that have quoted price. The mutuval funds are valued using the closing NAV,

Level 2 — The fair value of financial instruments that are not traded in an active market (like forward
contracts) is determined using valuation techniques which maximise the use of observable market data
and rely as little as possible on entity-specific estimates. If all significant inputs required to fair value as

instrument are observable, the instrument is included in level 2.

Level 3 —If one or more of the significant inputs is not based on observable market data, the instrument

is included in level 3. This is the case for unlisted equity securities, etc. included in level 3.

A. Financial risk management

Company has exposure to following risks arising from financial instruments:

e Credit risk
o Liquidity risk
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e Market risk

Risk management framework

Company’s board of directors has overall responsibility for the establishment and oversight of the
Company’s risk management framework. Management is responsible for developing and monitoring the
Company’s risk management policies, under the guidance of Audit Committee.

Company’s risk management policies are established to identify and analyse the risks faced by it, to set
appropriate risk limits and controls and to monitor risks and adherence to limits. Risk management
policies and systems are reviewed regularly to reflect changes in market conditions and the Company’s
activities. Company, through its training and procedures aims to maintain a disciplined and constructive
control environment in which all employees understand their roles and obligations.

Company’s Audit commiftee oversees how management monitors compliance with the Company’s risk
management policies and procedures, and reviews the adequacy of the risk management framework in
relation to the risks faced by the Company. The audit committee is assisted in its oversight role by
internal audit. Intemal audit undertakes both regular and ad hoc reviews of risk management controls
and procedures, the results of which are reported to the audit committee.

i. Credit risk
Company’s credit risk is minimal. The trade receivables arise mainly from transactions with its
approved customers. The maximum exposure to credit on these transactions is equa) to the carrying
amount of these financial instruments. Customers are subject to stringent financial, credit and legal
verification process. In addition, trade receivable balances are monitored on an ongoing basis to
ensure timely collections. Accordingly, the Company’s exposure to bad debts is not significant.

With respect to credit risk arising from other financial assets of the Company, which comprise cash
in banks and receivables (except for advances to suppliers), the Company’s exposure to credit risk
arises from default of the counterparty, with a maximum exposure equal to the carrying amount of
these instruments. The Company limits its exposure to credit risks by depositing its cash only with
financial institutions duly evaluated and approved by the Board of Directors. The Company’s
receivables is minimal since no default payments were made by the counterparties. An impairment
analysis is performed at each reporting date on an individual basis for major clients.

il. Liquidity risk

Liquidity risk is the risk that the Company may not be able to meet its present and future cash and
collateral obligations without incurring unacceptable losses. The Company’s objective is o, at al)
times maintain optimum levels of liquidity 1o meet its cash and collateral requirements. The
Company closely monitors its liquidity position and deploys a robust cash management system.
Presently the Company has existing long-term loans that fund capital expenditures. Working capital
requirements are adequately addressed by internally generated funds. Trade receivables are kept
within manageable levels.

iii. 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. The objective of market risk management js to manage and control market risk
exposures within acceptable parameters, while optimising the return. Financial instruments affected
by market risk include loans and borrowings, deposits, investments, and derivative financial
instruments. Company's activities expose it to a variety of financial risks, including the effects of
changes in foreign currency exchange rates and interest rates. All transactions are carried out within
Nhe guidelines set by the risk management committee.

e sensitivity analysis have been prepared on the basis of derivatives and the proportion of financial
struments in foreign currencies are all constant. The analysis excludes the impact of movements
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in market variables on the carrying value of postemployment benefit obligations, provisions and on
the non-financial assets and liabilities. The sensitivity of the relevant income statement item is the
effect of the assumed changes in the respective market risks. This is based on the financial assets
and financial liabilities held as of 31 March 2019 and 31 March 2018.

29.

a) Currency risk

The Company’s foreign exchange risk results primarily from movements of the Philippine peso
against the US dollar with respect 10 US dollar denominated financial assets and liabilities.

The Company’s transactional currency exposures arise from its inventories which is 100%
purchases from Holding Company in US dollar. In addition, 13% as at 31 March 2019 and 13%
as at 3] March 2018 of the Company’s debt are denominated in US dollar. The Company
periodically reviews the trend of the foreign exchange rates and, as a practical move, increases
its US dollar denominated time deposits in times when the Philippine peso is depreciating or
decreases its US dollar denominated time deposits in times when the Philippine peso is

appreciating.

The following table analyses foreign currency risk as of 31 March 2019 and 3t March 2018:

Tin Lacs
Particulars 31 March 2019 31 March 2018
Financial Assets
Trade Payables (1,640.99) (2,106.89
Borrowings & Other Financial Liabilities (34.16) (23.30
Net Assets / (Liabilities) (1,675.15) (2,130.19

For the year ended 31 March 2019 and 31 March 2018, every percentage point depreciation /
appreciation in the exchange rate between the PHP and respective currencies has affected the
Company’s incremental profit before tax as per below:

Tin Lacs

Year Chanpe in currency exchange rate

Effect on profit before tax

31 March 2019

+5% / (-5%)

83.76 / (83.76)

31 March 2018

+5%/ (-5%)

106.51 /(106.5]

Note on foreign currency exposures on assets and liabilities:

During the year, the Company has not entered into Forward Exchange Contract. The year-end foreign
currency exposures that have not been mitigated by a derivative instrument or otherwise are as below:

. Foreign Currency )
Particulars ¥in Lacs Amt in Lacs CForelgn
31 March 2019 | 31 March 2018 | 31 March2019 | 31 March 2018 | — oo
Amount
Payable ),675.15 2,130.19 24.28 32.82 uUsSD

b) Ibterest rate risk

The Company’s exposure to changes in interest rates relates primarily to the Company’s long-
term debt obligations. Fixed rate financial instruments are subject to fair value interest rate risk.
The following table demonstrates the sensitivity analysis to a reasonably possible change in
interest rates, with all other variable held constant, of the Company’s profit before income tax.
The estimates are based on the outstanding interest bearing liabilities of the Company with

floating jnterest rate as at 31 March 2019 and 31 March 2018. ¥in Lacs
Year Change in interest rate Effect on profit before tax
31 March 2019 +1% / (-1%) 2.63/(2.63)
31 March 2018 +1% / (-1%) 1.79 /(1.79
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30.

31.

32.

¢) Price risk

Company does not have any exposure to price risk, as there is no equity investments.

Disclosure for operating leases under Ind AS 17 - “Leases”:

The Company have taken a premise under operating lease. The lease is for a period of one year and
renewable every year upon mutual consent of the parties. There are no contingent rents. The lease
payments of T 31.48 Lacs (Previous Year ¥ 18.42 Lacs) are recognised in Statement of Profit and Loss

under “Rent” under Note 24.

The Company leases transportation equipment under a number of finance lease agreements for a term of
S years. Transportation equipment under finance lease arrangements, shown as part of “Property, Plant
and Equipment” account in the statements of financial position. The aggregate future minimum
payments under finance leases are as under:

Tin Lacs

Particulars

31 March 2019

31 March 2018

Not later than one year

»

196.68

78.61

Later than one year but not later than five years

66.08

100.59

Less than five years

Nil

Nil

Contingent Liabilities and commitments:

There are no contingent liabilities and commitments by the Company.

Related party disclosure as required by Ind AS 24 are given below:

A) Relationships:

Category I — Holding Company & Fellow Subsidiary

Ajanta Pharma Ltd., India

{Holding Company)

Category II - Directors, Key Management Personnel & their Relatives:

Sam Gioskos

B) Followinp transactions were carried out with related parties:

Director (APPI)
& Relatives of Key Management Personnel

¥in Lacs

Sr. No. | Particulars

Category

31 March 2019

31 March 2018 |

1. Purchase of Goods:

Ajanta Pharma Ltd., India

I

9,373.45

7.039.28

2. Key Management Compensation:

Short Term Employee Benefits

Sam Gioskos

63.83

59.03

3. Dividend Paid to Ajanta Pharma Ltd.,

India

1,644.57

620.43

C) Amount outstanding as on 31 March 2019

T in Lacs

Sr. No. | Particulars

Category

31 March 2019

31 March 2018 |

1. Trade Payable :

Ajanta Pharma Ltd., India

I

1,634.18

2,106.89
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33, Remuneration to Auditors : ¥in Lacs
Particulars 31 March 2019 31 March 2018
Audit Fees 3.27 1.51
34. The Company has one segment of activity namely “Pharmaceuticals”.

In terms of our report attached

For G. R. Modi & Co.
Chartered Accountants

(\j@aﬁ’u; ’

Swapnil Modi
Partner

Mumbai, 22 April 2019

For and on behalf of Board of Directors of

Ajanta Pharma Philippines Inc.

g

Rajesh M. Agrawal
Director
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Independent Auditor’s Report
To the Mcembers of AJANTA PHARMA USA INC.

Report on the Standalone Financial Statements

The accounts of AJANTA PHARMA USA INC. are cenified by the Management under the
Jocal laws of the country for the period [st Jan 2018 10 31st December 2018. The company
follows the period 1st April 2018 to 31st March 2019. In order to consolidate the accounts of
AJANTA PHARMA USA INC. With that of the company, we have been appointed by the
management of the company to audit the reinstated accounts of AJANTA PHARMA USA INC.
for the period st April 2018 to 3[st March 2019 under the companies Act in accordance with
generally accepted accounting principles in India (Ind AS).

Opinion

We have audited the accompanying standalone Ind AS financjal statements of AJANTA
PHARMA USA INC. (“the Company”) comprising of the Standalone Balance Sheet as at 31st
March 2019, the Standalone Statement of Profit and Loss (including other comprehensive
income), the Standalone Cash Flow Statement, for the year then ended, and a summary of the
significant accounting policies and other explanatory information (hereinafler referred to as “the
standalone [nd AS financial statements™) prepared 1n accordance with group accounting policies
followed by Ajanta Pharma Ltd. These Standalone financial statements have been prepared
solely to enable Ajanta to prepare its consolidated financial statements.

In our opinion and to the best of our information and according to the explanations given to us,
the aforesaid standalone financial statements give the information required by the Act in the
manner so required and give a true and fair view in conformity with the accounting principles
generally accepted in India, of the state of affairs of the Company as at March 31, 2019, and
profit/loss, and its cash flows for the year ended on that date.

Basis for Opinion

We conducted our audit in accordance with the Standards on Auditing {SAs) specified under
section 143(10) of the Companies Act, 2013. Our responsibilities under those Standards are
further described in the Awuditor’s Responsibilities for the Audit of the Financial Statements
section of our report. We are independent of the Company in accordance with the Code of Ethics
issued by the Institute of Chartered Accountants of India together with the ethical requirements
that are relevant to our audit of the financial statements under the provisions of the Companies
Act, 2013 and the Rules thereunder, and we have fulfilled our other ethical responsibilities in
accardance with these requirements and the Code of Ethics. We believe hat the audit evidence
we have obtained is sufficient and appropriate to provide a basis for our opinion.,




Key Audit Matters

Key audit matters are those matters that, in our professional judgment, were of most significance
in our audit of the financial statements of the current period. These matters were addressed in the
context of our audit of the financial statements as a whole, and in forming our opinion thereon,
and we do not provide a separate opinion on these matters.

Management’s Responsibility for the Standalone Ind AS Financial Statements

The Company’s Board of Directors is responsible for the matters stated in section 134(5) of the
Companies Act, 2013 (“the Act”) with respect to the preparation of these standalone financial
statements that give a true and fair view of the financial position, financial performance, and
cash flows of the Company in accordance with the accounting principles generally accepted in
India, including the accounting Standards specified under section 133 of the Act. This
responsibility also includes maintenance of adequate accounting records in accordance with the
provisions of the Act for safeguarding of the assets of the Company and for preventing and
detecting frauds and other irregularities; selection and application of appropriate accounting
policies; making judgments and estimates that are reasonable and prudent; and design,
implementation and maintenance of adequate internal financial controls, that were operating
effectively for ensuring the accuracy and completeness of the accounting records, relevant to the
preparation and presentation of the financial statement that give a true and fair view and are free
from matenal misstatement, whether due to fraud or error.

In preparing the financial statements, management is responsible for assessing the Company’s
ability to continue as a going concern, disclosing, as applicable, matters related to going concern
and using the going concem basis of accounting unless management either intends to liquidate
the Company or 10 cease operations, or has no realistic alternative but to do so.

Those Board of Directors are also responsible for overseeing the Company’s financial reporting
process in accordance with the group accounting policies foltowed by Ajanta.

Auditor’s Responsibility

Our objectives are to obtain reasonable assurance about whether the financial statements as a
whole are free from material misstatement, whether due to fraud or error, and to issue an
auditor’s report that includes our opinion. Reasonable assurance 1s a high level of assurance, but
js not a guarantee that an audit conducted in accordance with SAs will always detect a material
misstatement when it exists. Misstatements can arise from fraud or error and are considered
material if, individually or in the aggregate, they could reasonably be expected to influence the
economic decisions of users taken on the basis of these financial statements.

Report on Other Legal and Regulatory Requirements

As required by Section 143(3) of the Act, we report that:

{a) We have sought and obtained all the information and explanations which to the best of our
knowledge and belief were necessary for the purposes of our audit.

(b) In our opinion, proper books of account as required by law have been kept by the Company
so far as it appears from our examination of those books

(¢) The Balance Sheet, the Statement of Profit and Loss, and the Cash Flow Statement dealt with
by this Report are in agreement with the books of account.




(d) In our opinion, the aforesaid standalone financial statements comply with the Accounting
Standards specified under Section 133 of the Act, read with Rule 7 of the Companies (Accounts)
Rules, 2014.

(e) On the basis of the written representations received from the directors as on 31st March, 2019
taken on record by the Board of Directors, none of the directors is disqualified as on 31st March,
2019 from being appointed as a director in terms of Section 164 (2) of the Act.

(f) With respect to the adequacy of the internal financial controls over financial reporting of the
Company and the operating effectiveness of such controls, refer to our separate Report in
“Annexure A”,

(g) With respect to the other matters to be included in the Auditor’s Report in accordance with
Rule 11 of the Companies (Audit and Auditors) Rules, 2014, in our opinion and to the best of our
information and according to the explanations given to us:

i. The Company does not have any pending litigations which would impact its financial position;

ii. The Company has not entered into any long-term contracts including dertvative confracts,
requiring provision under the applicable Jaw or accounting standards, for material foreseeable
losses; and

iii. There has been no delay in transferring amounts, required (o be transferred, to the Investor
Education and Protection Fund by the Company.

For G.R.Modi& Co
Chartered Accountants
Firm’s registration number: 11261

[

< J -

(VY A y07574

CA Swapnil Modi

Parmer

Membership number: 107574
Mumbai

22™ April 2019



Annexure - A to the Auditors’ Report

Report on the Internal Financial Controls under Clause (i) of Sub-section 3 of Section 143
of the Companies Act, 2013 (“the Act”)

We have audited the internal financial controls over financial reporting of AJANTA PHARMA
USA INC.(“the Company”) as of 31 March 2019 in conjunction with our audit of the standalone
financial statements of the Company for the year ended on that date.

Management’s Responsibility for Internal Financial Controls

The Company’s management is responsible for establishing and maintaining internal financial
controls based on the internal control over financial reporting criteria established by the
Company considering the essential components of internal control stated in the Guidance Note
on Audit of Internal Financial Controls over Financial Reporting issued by the Institute of
Chartered Accountants of India (‘ICATI'). These responsibilities include the design,
implementation and maintenance of adequate internal financial controls that were operating
effectively for ensuring the orderly and efficient conduct of its business, including adherence to
company’s policies, the safeguarding of its assets, the prevention and detection of frauds and
errors, the accuracy and completeness of the accounting records, and the timely preparation of
reliable financial information, as required under the Companies Act, 2013.

Auditors’ Responsibility

Our responsibility is to express an opinion on the Company's internal financial controls over
financial reporting based on our audit. We conducted our audit in accordance with the Guidance
Note on Audit of Interna} Financial Controls over Financial Reporting (the “Guidance Note™)
and the Standards on Auditing, issued by ICAI and deemed to be prescribed under section
143(10) of the Companies Act, 2013, to the extent applicable to an audit of internal financial
controls, both applicable to an audit of Internal Financial Controls and, both issued by the
Institute of Chartered Accountants of India. Those Standards and the Guidance Note require that
we comply with ethical requirements and plan and perform the audit to obtain reasonable
assurance about whether adequate internal financial controls over financial reporting was
established and maintained and if such controls operated effectively in all material respects.

Our audit involves performing procedures to obtain audit evidence about the adequacy of the
internal financial controls system over financial reporting and their operating effectiveness. Our
audit of internal financial controls over financial reporting included obtaining an understanding
of internal financial controls over financial reporting, assessing the risk that a material weakness
exists, and testing and evaluating the design and operating effectiveness of internal control based
on the assessed risk. The procedures selected depend on the auditor’s judgment, including the
assessment of the risks of material misstatement of the standalone financial statements, whether
due to fraud or error.

We believe that the audit evidence we have obtained 1s sufficient and appropriate to provide a
basis for our audit opinion on the Company's intemal financial controls system over financial
reporting.




Meaning of Internal Financial Controls over Firancial Reporting

A company's internal financial control over financial reporting is a process designed to provide
reasonable assurance regarding the reliability of financial reporting and the preparation of
financial statements for external purposes in accordance with generally accepted accounting
principles. A company's internal financial control over financial reporting includes those policies
and procedures that (1) pertain to the maintenance of records that, in reasonable detail, accurately
and fairly reflect the transactions and dispositions of the assets of the company; (2) provide
reasonable assurance that transactions are recorded as necessary to permit preparation of
financial statements in accordance with generally accepted accounting principles, and that
receipts and expenditures of the company are being made only in accordance with authorizations
of management and directors of the company; and (3) provide reasonable assurance regarding
prevention or timely detection of unauthorized acquisition, use, or disposition of the company's
assets that could have a material effect on the financial statements.

Inherent Limitations of Internal Financial Controls Over Financial Reporting

Because of the inherent limitations of internal financial controls over financial reporting,
including the possibility of collusion or improper management override of controls, material
misstatements due to error or fraud may occur and not be detected. Also, projections of any
evaluation of the intemal financial controls over financial reporting to future periods are subject
to the misk that the internal financial control over financial reporting may become inadequate
because of changes in conditions, or that the degrec of compliance with the policies or
procedures may deteriorate.

Opinion

In our opinion, the Company has, in all material respects, an adequate internal financial controls
system over financial reporting and such internal financial controls over financial reporting were
operating effectively as at 31 March 2018, based on the internal control over financial reporting
criteria established by the Company considering the essential components of internal control
stated in the Guidance Note on Audit of Internal Financial Controls Over Financial Reporting
issued by the Institute of Chartered Accountants of India.

For G.R.Modi & Co
Chartered Accountants

CA Swapnil Modi
Partner

Membership number: 107574
Mumbai
22™ April 2019
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'Ajanta Pharma USA Inc

|Balance Sheet as at 31 March 2019

31-Mar-19 31-Mar-18
| NoteNo  Rs. inLacs Rs. In Lacs
Assets
" Non-Current Assets - | I
Property, Plant and Equipment B 7 | 452.14 401.33
Total Non-Current Assets ' i 452.14 401.33
Current Assets
" Tinventories - 8 9,426.77 7,752.24
Financial Assets - T '
(1) Trade Receivables - 9 719,390.41 11,474.85
(it} Cash and cash equivalents S 10 71,539.98° 983.30
Other current assets ] I ©318.95 366.04
Total Current Assets | | 30,676.11 | 20,576.47
Total Assets 31,128.25 20,977.80
"Equity And Liabiiities” -
" Equity” T i N
Equity Share Capital ~ 12 606.89 606.89
“Other Equity 13 - 1,742.96 915.96
Total Equity 2,349.85 1,522.85
Liabilities |
Current Liabilities - T '
Financial Liabilities
“(i) Borrowings o 14 3,334.33 | -
(1) Trade Payables 15 | T22,747.19 | 17,418.04
Other current liabilities T 16 "2,063.08 | 860.96
“Current Provisions | 17 663.80 | 1,175.95
Total Current Liabilities | [ 28,778.40 19,454.95
Total Equity and Liabilitles ' 31,128.25 20,977.80

See accompanying notes forming part of the financial statements

_In terms of our report attached
For G. R. Modi_&£o.__

 Chartered Accountants
 (ICAI FRN : 112647W)

| Partner o
| Mumbal, 22 April, 2019

~ For and on behalf of Board of Directors
__ __o!_A_jgpta Pharma USA Inc.

T v -
| Yogesh M. Agrawai
; Director




'Ajanu Pharma USA Inc
Stalement of Profit and Loss Account for the year ended 31 March 2019

| 3t-Mar-19 | 31-Mar-18
[ | Note No Rs.inlacs | Rs.inlacs |
Income |
| Revenue from operations - - o - 18 7728,054.60 18,716.97
“Other Income e T o ] = 1] :
Total Income | 28,054.60 | 18,716.97

Expenses
“Cost of Materials Consumed = -

" Purchase of Stock-in-Trade 19 T23,648.64 15,543.26
Changes in inventories of Finished Goods/Work-in-Progress/Stock-in-Trade - 20  (1,674.53)] (957.20),
Empldyée Benefits Expenses o o T2 T 3,i72.58 1,634.20
Finance Costs S - - 2 5047 82.67
Depreciation & Amorhsanon Expense - o T 23 34.86 33.35

" Other Expenses o - o 24 2,261.34 1,588.82
| Total Expenses | 26,493.06 | 17,925.14
[ Profit Before Tax ' 1,561.54 | 791.86
" Tax Expense: o o T T T [ - '
‘Current Tax T T 316.48 275.40
| Deffered Tax’ e e - B < -
[ Profit For The Year 1,245.06 | 512.45
| i
" Other Comprehensive Income / (Loss) - - [ - 1
" Items that will be reclassified subsequently to profit or loss: - o [ i
 Exchange differences on translation of foreign operations o ) T(418.06) (31.92)
| Income tax relating to items that will be reclassified to profit or loss - -
'_ Net other Comprehensive Income / (Loss) to be reclassified sglzequenlly to pvoﬂt or loss _ (418.08) (31.92)
Other Comprehensive Income / (Loss) for the year, net of tax (418.06) (31.92)
Total Comprehensive Income / (Loss) for the year 827.00 480,53
T
| Earning Per Equity Share (Basic & Diluted) (Face Value USD 100/-) |26 12,450.61,  5,124.54

“! In terms of our report attached

| See accompanying notes forming part of the financial statements

For G.R.Modi & Co.
Chartered Account,ants

Swapnil Modi
| Partner o
| “Mumbali, 22 April, 2019

| For and on behalf of Board o( Directors
of Ajan Ajanta Pharr)_\_a l_JSA Inc,

_%W“\_P

Vogesh M. Agrawal

Director




_AJania Pharma USA Inc. | . |

Sittpmens of Cashflows for the year ended 31 March 2019 | ' ] | (¥lInlacs)
[ g | Asat3lMarch2019 | Asat}1 March 2018
I A, Cl!h Flow from Operating Activities [ [ !
| Profit before Tax | 1,561. 54 791.86
Ad]uslmenl for: [ - I =% ' I T
Depreciation and Amortisation Expense 1 ' T 3486 ' T a3
"7 Finance Costs T C O s007 ' T 8267
T Provision for pruaﬁoods T i B (5]'5__1_5']" s LS00
Exchange Fluctuation I | ' (418.06) | T (319
_ Operating Cashflows before Working Capital Changes 71636 | ] 1,920.99
o Changes in Work:ng Cdpl'l.al o | I I - T
| Decrease (Increasc) in Trade 'Rcccwnblc | . ~(7915.52)] (4,552.18)
[ 1 ‘Decrease (lncn:m) in Other Current Assets *:-: i l _ ) ?FS .:. ! _ i : B i?ib 37')
Decrease (lncrea.sc) in Inventories (I 674, 53) i {9‘:? 20)
1 Increase (Degrease) in Other Current Liabilitics [ 120202 T nas)
~ Increase (Decrease) in Trade Payables i T 529915 | 4.424.19
Cash Generated from Operations o | _ iy (2,325.33) . 195.9¢
Net Income tax paid | i SR TR T (316.48), (21940
hel Cash l‘low Gencrlled from Openmng Acm lnﬂ'— : _(2.64—1.81_): (83.44)
| T S I N
B. | Cash Flow from Imesling Activities | I
j __{._Eélml Experuinu.re on Property, Plant and Fqu.lpmcnt tincluding Capit (85.67) (43.87)
_ Net Cash used In Investing Activities [ (35.67)1 | (43.87)
L .1 . & S| S . S - | | SIS
[ ol Cnh Flow from Financmg Activities ) T . j_ | | - -
S Repayment of Non Current Borrowings ' | T [ (1,719.11)
R " Increase(deerease) i in short-term Borrowings-Net ) 333433 | o m
| Interest Paid ] ' (017 | T (82.67)
| | Net Cash used In Financing ‘Activities ] 3284.17 | | __ (1,801.78)
| | =5 | Eonsmbldbi =il | -
" Ne( Imrnsel(Decruu) in Cash and Ca:h aniulenu ~ - _55668 ! l . (1.919.109)
["Cash and Cash Equivalents as at the Beginning of the Year | | 98330 | T e
- " Cash and Cash Equivalents as at the End of the Year | 1,539.98 | 983.30
Figures in brackets indicates outflow.
Note :

1. The above Cash Flow Statement has been prepared under ‘Indirect Method' as set out in Accounting Standard 7 (Ind AS - 7) "Statement of Cash Flow™
under Section 133 of the Companies Act 2013,

2. Cash comprises cash on hand, current accounts and deposits with banks. Cash equivalents are sholrt-term balances (with an original smatrity of three
months or less from the date of scquisition),

See accompanying notes forming part of the financial statements.
In (erms of our report sttached

For G. R. Modi & Co.
Chartered Accountan

Far and an behalf of Board of Direciors of
Alan(a Pharma USA Inc.

Yogerh M. Agrawal
Dlreclor

Swapnil Modi
Pariner
Mumbai, 22 April, 2019




Ajanta Pharma USA Inc.

A. Equity Share Capital

Statement of Changes in Equity for the yéar‘_ended 31 March 2019 ‘
|

Tin Lacs'|

'Balance as at 1 April 2018| Changes In equity share

Balance as at 31 March

, capital during the year 2019

Authorised : 606.89 . 606.89 ]
Issued : 606.89 | ) - T 606.89 | ] |
Subscribed & Paid up: 606.89 | - L 606.89 | ] | i
8. Other Equity B | i | | | i }

Particulars Capital Securities |  General Share Based | Retained Foreign Other items of Totat | Non- Total Equity

Redemption | Premium Reserve Payment Earnings Currency other Controlling |
Reserve Account Reserve Translation comprehensive Interests
| | ; | | | Reserve income |

As at 1 April 2017 - - (950.67) | 1,344.97 | 41.13 | | 435.43 - 435.43
Profit for the period ! s | = 512.45 | E [ 512.45 & 512.45
Other comprehensive income ' ' | (31.92) | (31.92) ' (31.92)
Total comprehensive income - - - . 512.45 | (31.92) - 480.53 - 480.53
Transfer to General reserve i . - -
Deferred Tax impact on opening carry , = . .
forward loss | .
Dividend Paid = | e -] - . - -]
At 31 March 2018 - | = (950.67). - | 1,857.42 | 9.20 | - | 915.96 - 915.96
[Profit for the period ! _ |  1,245.06 | | 1,245.06 - 1,245.06
Other comprehensive income 5 ” | | . (418.06): (418.06): (418.06)
Total comprehensive income . 1,245.06 (418.06) 827.00 - 827.00
Dividend Paid | : , - : - | - - -
At 31 March 2019 - - (950.67)| - 3,102.48 (408.86) - | 1,742.96 | - | 1,742,986

In terms of our report attached
For G. R. Hodi & Co.

Chartered Accountants
(ICAI FRN : 112617\4_\()\

Swapnil Modi
Partner

Mumbai, 22 April, 2019

See accompanying notes forming part of the financlal statements

for and on behalf of Board of Directors of Ajanta Pharma USA Inc.

e__%ﬁq\ _,W,\.«!

Yogesh M. Agrawal

Director




Ajanta Pharma USA Inc

Notes to Financial Statement for the year ended 31 March 2019

7 Property, Plant and Equipment
7.1 | 'Current Year = - ! ; | - (T Lacs)
Gross Block (Cost or Deemed cost) Accumulated Depreciation/Amortisation Net Block
Particulars | Asat Additions Disposals ___Exch_ange Asat As at For the Disposals Exchange | Asat Asat
01.04.2018 Difference 31.03.2019 | 01.04.2018 Year Difference 31.03.2019 | 31.03.2019
Property, Plant and Equipment
freehold Land ~~ 166.35 . - 166.35 - . - i - 166.35
| Buildings 235.07 | - - 235.07 35.93 8.85 | 4478 190.25
Furniture & fixture 80.62 85.67 | 166.25 4479 26.01 | T . 70.79 95.50
Total 482.04 85.67 - - 567.72 80.72 34.86 - - 115.57 452.14
7.2 | Previous Year - | | | | |
Gross Block (Cost or Deemed cost) Accumulated Depreciation/Amortisation Net Block
Particulars _Asat [ Additions | Disposals | Exchange | Asat Asat [ Forthe | Disposals | Exchange [ Asat | Asal
01.04.2017 Difference 31.03.2018 | 01.04.2017 Year Difference 31.03.2018 | 31.03.2018
Property, Plant and Equipment
| Freehold Land 166.35 166.35 - . - T | - 166.35
) “Buildings 235.07 | . 235.07 | 27.36 8.57 - 35.93 199.15
Furniture & fixture " 36.75| @ 43.87 - |7 T B0.6Z 20000 2478 44,79 35.83 |
Total 438.17 43.87 - - 482.04 47.36 33.35 - - 80.72 401.33




| Afanta Pharma USA [nc

| Notes to Financlal Statement for the year ended 31 March 2019

31-Mar-19 31-Mar-18
1 T _ Rs. In Lacs Rs. in Lacs
8 Inventories
‘ | Stock-in-Trade } T o 9,426.77 ?,_752,24
9,426.77 1 7,752.24
|
"9 | Trade Recelvables ] I '
" | Unsecured = ) [ o |
-Considered good B ] 19,390.41 | “1i.474.89
19,390.41 11,474.89
" 10 | Cash and cash equivalents o S B I
"7 Cash and Cash Equivalents o - 1
~ Balance with Banks - In Current Accounts 1,539.98 T 983.30
¥ 1,539.98 | [ 983,30
. ' |
11 | Other Current Assets | T
~ | " Advance to Related Parties 2692 ' 72.18
~ | Prepaid Expense - - T789.78 | 293.40
' Advances to Employees B TT3.06 | 0.46
318.95 366.04




_I _Ajanta F_hal_‘ma USA Inc
Notes s to Financlal Statement for lhe  year ended 31 Mar March 2019

___t‘[ | Equity Share Capital

31-Mar-19 3i-Mar-18
- - B “No.of Shares | Rs.inlacs | No. of Shares  Rs. in Lacs
Authorised : : | [
| Common Stocks of USD 100 each’ T 10,000 ~ 606.89 10,000 606.89
 Issued, Subscribed & Pald up : - o T
% Common Stocks of USD 100 each fullyPaidup =~~~ 7 | 10,000 | 606.89 | 10,000 606.89
(3) Reconciliation of number of equity shares outstanding at the beginning and at the end of the year : o R
315t March 2019 f 313t March 2018
- B No.of Shares | Rs.Lacs | No.of Shares  Rs. Lacs
Number of shares outstanding as at the beginning of the year 10,000 606.89 | 10,000 606.89
Add : Number of shares allotted as fully paid-up during the year ! 1 z —_— == .
Less: Number of shares bought back during the year - - - -
- ~ Number of shares oulstanding as at the end of the year - 10,000 606.89 | 10,000 | 606.89

(b) Rights, preferences and restrictions attached to shares ' A , -
| The company has issued only one class of equity shares Mth voting nghts ha.vmg a par value of USD 100 | per share [

OLINg 'S |
b | The company have not declared any dividend. |
. "In lhe event _ol Tiquidation of the company, the hotders of eqult.j«r shares will be entitled to receive rema‘-nmg assels of the > company. |
The distribution will be in proponinn to the nu numbers of equity shares held by shareholders. |
i | (¢ ) Detalls of Equity Shares held by each shareholders hoiding more than 5% [ | _
. Name of Shareholder - - ! 315t March 2019 ! 31st March 2018
) o No. of Shares % holding No. of Shares | % holding
AJanta Pharma Ltd., India - ] 10,000 100.00 10,000 | 100.00
() Shares reserved for Issue under optians ‘ § _ T TN N il Nl

| 13 | OTHER EQUITY N e ' M g

__General Reserve - ) . B |
Balance at the beglnnmg of lhe year . | B (95&6?_}_ (950.67)
‘Add : Transferred from Statement of Profit & Loss :

(950.67). _ (950.67)

xchange Fluctuation Reserve B — - T 520
|| Surplus in the Statement of Profit and Loss - | . -
Balance at the beginning of the year o | 1,857.42 | 1,344.97 |
B Profit for the year ' | 1,245.06 512.45
| Balance at the year end | 3,102.48 1,857.42
[ [ Total Other Equity | 1,742.96 915,96
i ' - 1
| 14 | SHORT TERMBORROWINGS - [ ; i
Working Capital Loans repayable on demand from banks (Secured) | | 3,334.33 |
[ 3,334.33 |

14.1 Facility Is secured by first charge on inventory & trade receivables of the company. It is additionally secured by corporate guarantee of Ajanta Pharma Ltd. (Parent Company).
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| Notes to Financial Statement for the year ended 31 March 2019

Ajanta Pharma USA Inc

- ItMar-iy I1-Mar-18
. ’ o e Rs. in Lacs " Rs. In Lacs
Trade Paynbles R s el 7
Trade Payables to Related Party o [ 22,717.19 | - 17,418.04
| 32,717.19 | 17,418.04
| Other Current Liabilitles - - - —
Others payables 2,063.08 | 860.96
2,063.08 860.96
| Current Provisions S ” o o T N i
Sales Returns for expired goods (Refer note 30) B i o i 66380 | 71,175.95
663.80 | 1,175.95
| Revenue from Operallons T
Sale of Products o
Stock-in-Trade T 28,054.60 18,716.97
28,054.60 18,716.97
| Purchases of Traded Goods - - 23,648.64 | 15,543.26
! Changes in inventories of Finished Goods, Work-in- -progress and Stock- -in- Trade | N B
| Inventories at the end of the year : o - - B
Stock-in-trade | 9,426.77 | - 7,752.24
f (&) 9,426.77 7,752.24
Inventories at the beginning of the year : - B -
Stock-in-trade o S - 7,752.24 | o 6,795.04
(B) 7,752.24 | 6,795.04
Total changes in Inventories of Finished Goods, Work-In-progress and Stock-in-Trade : [ ____ | -
Work-in-Process | (1,674.53)| (957.20)
Total changes in Inventorles of Finished Goods, Work-In-progress and Stock-in-Trade | (B) - (A) (1,674.53)] (957.20)
_ Empolyee Benefit Expenses o ) o . 1
~ Salaries, Wages, Bonus and Allowances - - 1,823.76 - T 1,406.51
Staff Welfare Expenses o 348.81 | 227.70
2,172.58 | 1,634.20
Finance Cost ) S T [ == T
Interest expenses T - 5097 | T 82.67
50.17 B1.67
Depreciation - o 1 B
Depreciation of Tangible Assets (Refer note 7) B 34.86 | 33.35
T 34.86 | 33.35
| Olhe?_Exbm - ) ' __ i i __
Selling Expenses _ - | 363.53 | 401.25
Cléa_ﬁaﬁd'?bmard!ng o - - - 1,409.58 936.14
Travelling | Expenses _ 10536 36 _ 103.56
Consumpuon of Stores & Spare Parts - ) B | o (259.60)
Power and Fuel . 587 1 2.57
Rent (Refer note 29) - | 101.73 | ' _ 58.52.
Legal and Professional Fees - | 45.49 L 122.99
Telephone, Telex & Poslage ) 31 . 5_6 | 17.46
Repaws to Others s ) | 14.40 15.27
Insurance 153.63 144.1)
Miscellaneous Expenses [ 3019 T 36.53
t 2,261.34 . 1,588.82




Ajanta Pharma USA Inc.
Notes to the Financial Statements as on 31 March 2019

I

Corporate Information

Ajanta Pharma USA Inc. is a limited hiability company incorporated and domiciled in United States
of America and is a wholly owned subsidiary of Ajanta Pharma Ltd., India. The address of is
registered office is located at 440, US Highway, 22, East Bridgewater, New Jersey 08807, USA.

Company is primarily involved in the business of pharmaceutical and related activities.

The Financial Statement for the Company were authorised for issue by the Company's Board of
Directors on 22 Apn), 2019.

Basis of preparation

The financial statement of the Company have been prepared in all material aspects in accordance
with the recognition & measurement principles laid down in Indian Accounting Standards
(hereinafier referred to as the ‘Ind AS’) read with Rule 4 of the Companies (Indian Accounting
Standards) Rules, 2015 as amended and other relevant provisions of the Act and accounting
principles generally accepted in India.

The financial statements have been prepared on an accrual basis and under the histonical cost basis,
which have been measured at fair value or revalued amount wherever applicable.

Functional and Presentation Currency

Functional currency of the Company is US Dollars (USD). The financial statement is prepared &
presented in Indian Rupees (INR) as it is the functional currency of the Holding Company.

Rounding of Amounts

All amounts disclosed in the financial statements and notes have been rounded off to the nearest
lacs.

Current versus Non-Current classification

The assets and liabilities in the balance sheet are presented based on current/non-current
classification.

An asset is current when it is:

e Expected (o be realised or intended to be sold or consumed in normal operating cycle, or

s Held primarily for the purpose of trading, or

e Expected 10 be realised within twelve months after the reporting period, or

s Cash or cash equivalent unless restricted from being exchanged or used to settie a liability for at
least twelve months after the reporting period.
All other assels are classified as Nor-Current.

A liability is current when it is:
o Expected to be settled in normal operating cycle, or
o Held primanly for the purpose of trading, or
e Due to be settled within twelve months after the reporting period, or
e There is no unconditional right to defer the settlement of the liability for at least twelve months
after the reporting period.
All other liabihities are treated as Non-Current.




Ajanta Pharma USA Inc.
Notes to the Financial Statements as on 31 March 2019

6.1

6.2

Deferred tax assets and liabilities are classified as non-current asscts and Jiabilities respectively.

Operating Cycle

Bascd on the nature of products / activities of the Group and the normal time between acquisition of
asse(s and their realisation in cash or cash equivalents, the Group has determined its operating cycle
as 12 months for the purposc of classification of its assets and liabilities as current and non-current.

Significant Accounting Policies
Property, Plant and Equipment

Property, Plant and Equipment are stated at historical cost less depreciation. Historical cost includes
expenditure that is directly attributable to the acquisition of the items. Subsequent costs are included
in the assets carrying amount or recognised as a separate asset as approppate, only when it is
probable that future economic benefits associated with the item will flow to the company and the
cost of the itern can be measured reliably.

Depreciation is calculated on the straight-line method to write off the cost of assets, to their residual
values over their estimated useful life as follows:

Particulars Useful Life
Building 20 to 30 years
Furniture, Fixtures & Fittings | S years

The assct's residual values and useful lives are reviewed and adjusted if appropriate, at ¢ach end of
reporting period. Where the carrying amount of an asset is greater than its estimated recoverable
amouni, it is written down immediately 1o its recoverable amount. Gains and losses on disposals of
property, plant and equipment are determined by comparing proceeds with carrying amount and are
included in the statement of profit or loss.

Financial Instruments

A financial instrument is any contract that gives rise to a financial asset of one entity and a financial
liability or equity instrument of another entity.

Financial Assets

Classification

Company classifies financial assets as subsequently measured at amortised cost, fair value through
other comprehensive income or fair value through profit or loss, on the basis of its business model
for managing the financial assets and the contractual cash flows characteristics of the financial asset.
Initial Recognition and Measurement

All financial assets are recogmised initially at fair value plus, in the case of financial assets pot
recorded at fair value through profit or loss, transaction costs that are attributable 1o the acquisition

of the financial asset.

Subsequent Measurement

For the purpose of subsequent measurement, financial assets are classified in two broad categories:
s Financial assets at fair value (FVTPL / FVTOCI)
¢ Financial assets at amortised cost




Ajanta Pharma USA Inc.

Notes to the Financial Statements as on 31 March 2019
When asscts are measured at fair value, gains and losses are either recognised in the statement of
profit and loss (i.e. fair value through profit or loss (FVTPL)), or recognised in other comprehensive
income (i.e. fair value through other comprehensive income (FVTOCI)).

Financial Assets measured at Amortised Cost (net of any write down for impairment, if any)

Financial assets are measured at amortised cost when asset 15 held within a business model, whosc
objective Js 1o hold assets for collecting contractual cash flows and contractual terms of the asset
give rise on specified dates to cash flows that are solely payments of principal and interest. Such
financial assets are subsequently mcasured at amortised cost using the effective interest rate (EIR)
method less impairment, if any. The losses arising from ympairment are recognised in the Statement
of profit and loss.

Financial Assets measured at Fair Value through Other Comprehensive Income (“FVTOCI”)
Financial assets under this calegory are measured initially as well as at each reporting date at fair
value, when asset 15 held within a business model, whosc objective is to hold asscts for both
collecting contractual cash flows and sclling financial assets. Fair value movements are rccognized
in the other comprehepsive income.

Financial Assets measured at Fair Value through Profit or Loss (“FVTPL”):

Financial assets under this category are measured initially as well as at each reporting date at fair
value with all changes recognised in profit or loss.

Investment in Equity Instruments
Equity instrumenis which are held for (rading are classified as at FVTPL. All other equty
instruments are classified as FVTOCI. Fair value changes on the instrument, excluding dividends,

are recognised in the other comprehensive income. There is no recycling of the amounts from other
comprehensive income to profit or loss.

Investment in Debt Instruments

A debt instrument is measured at amortised cost or at FVTOCI. Any debt instrument, which does
not meet the criteria for categorization as at amortized cost or as FVOC], is classified as at FVTPL.
Debt instruments included within the FVTPL category are measured at fair value with al! changes
recognised in the Statement of profit and loss.

Derecognition of Financial Assets

A financial asset is primarily derecognised when the rights to receive cash flows from the asset have
expired or Company has transferred its rights to receive cash flows from the asset.

Impairment of Financial Assets

In accordance with Ind - AS 109, Company applies expected credit loss (ECL) model for
measurement and recognition of impairment loss on the financial assets that are debt instruments
and trade receivables.

Financial Liabilities

Classification

;J Mmno. YL
o\ e/
N
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Ajanta Pharma USA Inc.
Notes to the Financial Statements as on 31 March 2019

6.3

6.4

Initial Recognition and Measurement

Al financial liabilities are recognised initially at fair value and, in the case of loans, borrowings and
payables, net of directly attributable transaction costs.

Financial liabilities include trade and other payables, loans and borrowings including bank
overdrafts and derivative financial instruments.

Subsequent Measurement

Financial liabilities at fair value through profit or loss include financial liabilities held for trading
and financial liabilities designated upon initial recognition as at fair value through profit or loss.
Interest-bearing loans and borrowings are subsequently measured at amortised cost using the
Effective Interest Rate (EIR) method. Gains and losses are recognised in profit or loss when the
liabilities are derecogniscd as well as through EJR amortisation process. Amortised cost is calculated
by taking into account any discount or premium on acquisition and fees or costs that are an integral
part of the EIR. The EIR amortisation is included as finance costs in the statement of profit and loss.

Derecognition of Financial Liabilities

A financial ljability is derecognised when the obligation under the liability 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 the derecognition of the ornginal liability and the
recognition of a new liability. The difference in the respective carrying amounts is recognised in the
Statement of Profit and Loss.

Derivative Financial Instrument

The Company uses derivative financial instruments, such as forward currency contracts to mitigate
its foreign currency risks. Such dervative financial instruments are initially recognised at fair value
on the date on which a denvative confract is entered into and are subsequently re-measured at fair
value. Denvatives are carried as financial assets when the fair value is positive and as financial
liabilities when the fair value is negative.

Inventories

Finished products including traded goods are valued at lower of cost (on moving weighted average
basis) and net realisable value. The cost of Inventories have been computed to include all cost of
purchases, cost of conversion, appropriate share of fixed production overheads based on normal
capacity and other related cost incurred in bringing the inventories 1o their present location and
condition.

Net realisable value 15 the estimated selling price in the ordinary course of business, less the
estimated costs of completion and selling expenses.

Slow and non-moving, obsolesces, defective inventory are fully provided for and valued at net
realisable value. Goods in transit are valued at actual cost incurred up to the date of balance sheet.

Cash And Cash Equivalents

Cash and Cash Equivalents comprise of cash on hand and cash at bank including fixed
deposit/highly liquid investments with origi aturity period of three months or less that are




Ajanta Pharma USA Inc.
Notes to the Financial Statements as on 31 March 2019

6.5

6.6

6.7

readily convertible 10 known amounts of cash and which are subject to an insignificant nsk of
changes in value,

Cash Flow Statement

Cash flows are reported using the indirect method, whereby net profit before 1ax is adjusted for the
effects of transactions of a non-cash nature, any deferrals or accruals of past or future operating cash
receipts or payments and item of income or expenses associated with investing or financing cash
flows. The cash flow from operating, investing and financing activities of the Company arc
segregated. Bank overdrafis that are repayable on demand and form an integral part of the Group's
cash management are included as a component of cash and cash equivalent for the purposc of
statement of cash flow.

Foreign Currency Transactions

Revenue Transactions denominated in foreign currencies are normally recorded at the exchange rate
prevailing on the date of the transaction.

Monectary items denominated in foreign currencies at the year-end are re-measured at the exchange
rate prevailing on the balance sheet date. Non-monetary foreign currency items are carried at cost.

Any income or expense on account of exchange difference either on settlement or on restatement 1s
recogniscd in the Statement of Profit and Loss.

Revenue Recognition

The Company recognises revenue to depict the transfer of promised goods or services to customers.
In accordance with Ind-AS 115 Revenue from Contracts with Customers, the Company recognises
revenue by applyiog the following five steps:

o Step |: ldentify the contract(s) with a customer

The Company applies the revenue recognition model to each contract with a customer once it is
probable the entity will collect the consideration to which it will be entitled. Contracts for this
pwpose may be written, verbal or implied by customary business practices, but must be
enforccable and have commercial substance. In evaluating whether collection is probable, the
Company considers only the customer’s ability and intention to pay the consideration when due.

s Step 2: Identify the performance obligations in the contract

Once the contract has been identified, the Company evaluates the terms and customary business
practices to identify which promised goods or services should be accounted for as separate
performance obligations. The key determinant for identifying a separate performance obligation
is whether a good or service, or a bundle, is distinct. A good or service is distinct if the customer
can benefit from the good or service on its own or together with other readily available
resources and the good or service js separately identifiable from other promises in the contract.
The Company treats each distinct good or service as a separate performance obligation.

¢ Step 3: Determine the transaction price

The transaction price is the amount of consideration to which an entity expects 1o be entitled and
includes:
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Notes to the Financial Statements as on 31 March 2019
-An estimate of any variable consideration defermined using either a probability-weighted
expected value or the most likely amount, whichever better predicts the amount of considcration
to which the Company will be entitied

-The cffect of the time value of money, if there is a financing component that is significant to
the contract

-The fair value of any non-cash consideration
s Step 4: Allocate the transaction price to the performance obligations in the contract

The Company usually allocates transaction price to each separate performance obligation on a
relative stand-alone sclling price basis. When determining stand-alone selling prices, the
Company uses obscrvable information, if it is available. If stand-alone selling prices arc not
directly observable, the Company estimates such prices based on reasonably available
information, e.g., adjusted market assessment approach or an expected cost plus a margio
approach. Only when the stand-alone selling price of a good or service 15 highly vanable or
uncertain, the Company use residual approach for allocation.

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

The Company determines whether it satisfies performance obligation by transferming control of a
promised good or service over time or at a point in time to the customer. A performance
obligation is satisfied at a point in time unless it meets ope of the following critena, in which
case, 1t 15 satisfied over time:

-The customer simultaneous]y receives and consumecs the benefits provided by the Company’s
performance as the Company performs

-The Company’s performance creates or enhances an asset that the customer controls as the
asset is created or enhanced

The Company’s performance does not create an asset with an alternative use to the Company
and the Company has an enforceable right to payment for performance completed to date
Revenue from sale of goods is recognised, when all significant risks and rewards are transferred
to the buyer, as per the terms of contracts and no significant uncertainty exists regarding amount
of the consideration that will be derived from the sale of goods.

Revenue from sale of goods is recognised when the significant risks and rewards of ownership have
been transferred to the buyer, usually on delivery of goods, it is probable that the economic benefit
will flow to the Company, the associated costs and possible return of goods can be estimated
reliably, there is peither continuing management involvement to the degree usually associated with
ownership nor effective control over the goods sold and the amount of revenue can bc measured
reliably. The Company is principal in all of its revenue arrangements, since it is the pnmary obligor
in all of the revenue arrangements, as it has pricing latitude and is exposed to inventory and credit
risks.

Provisions for chargeback, rebates and discounts are estimated and provided for in the year of sales
and recorded as reduction of revenue.

Revenue is measured ai the fair value of the consideration received or receivable. Amount discfosed
as revenue are inclusive of excise duty, excluding Goods and Services tax (GST), sales tax or value
added taxes or service taxes or duties collected on behalf of the government, and net of amounts
collected on behalf of third parties.
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When the financing element is significant, the Company adjusts the transaction price for the time
value of money. The objective when adjusting the consideration for a significant financing
component is to recognise revenue at the cash selling price.

Revenue from sale of technology / know bow (nghts, licences and other intangibles) are recognised
when performance obligation is completed as per the terms of the agreement. Incomes from services
are recognised when services are rendered.

Interest income is recognised on time proportion basis. Insurance and other claims are recognised as
arevenue on certainty of receipt on prudent basis. Export benefits available under prevalent schemes
are accounted to the extent considered receivable.

Dividend income is recognised when the Entity’s right to receive the payment is established, which
is generally when shareholders approve the dividend.

Employee Benefits

Short-term Benefits - The Company recognizes a liability net of amounts already paid and an
expense for services rendered by employees during the accounting period. Short-term benefits given
by the Company to its employees include salaries and wages, social security contributions, Medicare
contributions, and other non-monetary benefits.

Post-Employment Benefits — The Company provides a 401(k) retirement program for full-time
employees who are 2] years of age or older. Eligible employees are entitled to participate in the
company offered plap with an option to contribute up the maximum 3% of annual base salary. For
employees with an annual base salary above the annual compensation limits, as determined by the
Federal Internal Revenue Service (Federal), the annual APUI contribution wilt be capped at 3% of
the Federal allowed annual compensation limits. All contributions are 100% vested immediately to
the employee.

Share-based compensation
Company has no share based compensation plan.

Borrowing Costs

Borrowing costs comprise of interest and otber costs that an entity incurs in connection with the
borrowing of funds. Borrowing costs directly attributable to the acquisition, construction or
production of an asset that takes substantial period of time to get ready for its intended use or sale
are capitalized as part of the cost of the asset. All other borrowing costs are expensed in the penod in
which they occur.

Lease

The determination of whether an arrangement 1s, or contains, a lease is based on the substance of the
arrangement at the inception date, whether fulfilment of the arrangement is dependent on the use of
a specific asset or assets or the arrangement conveys a right to use the asset, even if that right is not
explicitly specified in an arrangement.

Assets acquired on leases where a significant portion of the risks and rewards of ownership are
retained by lessor are classified as operating leases. Leases rentals are charged to the statement of
profit and loss on straight line basis.




Ajanta Pharma USA Inc.
Notes to the Financial Statements as on 31 March 2019

6.11

6.12

6.13

6.14

Earnings Per Share

Basic eamings per equity share is computed by dividing the net profit attributable to the equity
holders of the company by the weighted average number of equity shares outstanding during the
period. Diluted earnings per equity share is computed by dividing the net profit attributable to the
cquity holders of the company by the weighted average number of equity shares considered for
deriving basic earnings per equity share and also the weighted average number of equity shares that
could have been issued upon conversion of all dilutive potential equity shares. The dilutive potential
equity shares are adjusted for the proceeds receivable had the equity shares been actually issued at
fair value. Dilutive potential equity shares are deerned converted as of the beginning of the period,
unless issued at a later date. Dilutive potentia) equity shares are determined independently for each
penod presented.

Income Taxes
Income tax cxpense comprises current and deferred income tax.

[ncome tax expense is recognized in net profit in the statement of profit and loss except to the extent
that it relates to items recognized directly in equity, in which case it is recognized in other
comprehensive income. The current jncome tax charge is based on taxable income for the year
calculated on the basis of tax laws enacted or substantively enacted by the end of the reporting
period.

Deferred income tax is provided in full, using the liability method, on temporary differences arising
between the tax bases of asscts and liabilities and their carrying amounts in the financial statements.
However, if the deferred income tax arises from initial recognition of an asset or liability in a
transaction, other than a business combination, that at the time of the transaction affects neither
accounting nor taxable profit or loss, it is not accounted for. Deferred income tax is determined
using tax rates that have been enacted or substantively enacted by the end of reporting period and
are expected to apply in the perniod whep the related deferred income tax asset is realised or the
deferred income tax liability is settled. Deferred tax assets are recognised to the extent that it is
probable that future taxable profit will be available against which deductible temporary differences
can be utilised.

Dividends to Shareholders

Annual dividend distribution to the shareholders is recognised as a liability in the period in which
the dividends are approved by the sharcholders. Any interim dividend paid is recognised on
approval by Board of Directors. Dividend payable is recognised directly in equity.

Provisions, Contingent Liabilities, Contingent Assets and Commitments

General

Provisions (legal and constructive) are recognized when: (a) the Company has a present obligation
(legal or constructive) as a result of a past event; (b) il is probable (i.e., more likely than not) that an
outflow of resources embodying economic benefits will be required 10 settle the obligation; and (¢) a
reliable estimate can be made of the amount of the obligation. If the effect of the time value of
money is material, provisions are determined by discounting the expected future cash flows at a pre-
1ax rate that reflects current market assessment of the time value of money and those risks specific to
the liability. When discounting is used, the increase in the provision due to the passage of time is
recognized as Finance Cost. When some or all of the expenditure required to seitle a provision is
expected to be reimbursed by another party, the reimbursement shall be recognized when, and only
when, it s virtually certain that reimbursement will be reccived if the entity settles the obligation.
The reimbursement shall be treated as a_scparate asset. The amount recognized for the
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reimbursement shall not exceed the amount of the provision. Provisions are reviewed at cach
reporting date and adjusted to reflect the current best estimate.

Contingent liability is disclesed in the case of:

¢ A present obligation arising from past events, when it is not probable that an outflow of resources
will be required to settle the obligation;

¢ A present obligation ansing from past events, when no reliable estimates is possible;

® A possible obligation arising from past events, unless the probability of outflow of resources is
remote.

Contingent liabilities are not recognised but disclosed in the Financial Statements. Contingent assets
are neither recognised nor disclosed in the Financial Statements,

Commitments include the amount of purchase order (net of advances) issued to parties for
completion of assets and Non-cancellable operating lease.

Provisions, contingent liabilities, contingent assets and commitments are reviewed at each balance
sheet date.

Assct Retirement Obligation

Asset retirement obligations (ARO) are provided for those operating lease arrangements where the
Company has a binding obligation at the end of the lease period to restore the leased prerpises in a
condition similar to inception of lease. ARO are provided at the present value of expected costs to
settle the obligation using discounted cash flows and are recognised as part of the cost of that
particular asset. The cash flows are discounted at a current pre-tax rate that reflects the risks specific
1o the decommissioning liability. The unwinding of the discount is recognised in the income
statement as a finance cost. The estimated future costs of decommissioning are reviewed annually
and adjusted as appropriate. Changes in estimated future costs or in the discount rate applied are
added to or deducted from the cost of the asset.

Fair value measurement

The Company measures financial instruments, such as, derivatives at fair value at each balance sheel
date in accordance with Ind AS 113.

Financials Statements have been prepared on the historical cost basis except for the following
materia) items in the statement of financial position:

o Derivative financial instruments are measured at fair value received from Bank.

e Mutual Funds are measured at fair values as per Net Asset Value (NAV).

» Employee Stock Option Plan (ESOP) at fair values as per Actuarial Valuation Repori.

Fair value is the price that would be received to sell an asset or seftle a Lability in an ordinary
transactiop between market participants at the measurement date.

The fair value of an asset or a liability is measured using the assumptions that market participants
would use when pricing the asset or liability, assuming that market participants act in their economic

best interest.

A fair value measurement of a non-financial asset takes into account a market participant's ability 10
generate economic benefits by vsing the asset in its highest and best use or by selling it 10 another
market participant that would use the asset in its highes ast use.
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The Company uses valuation techniques that are appropriate in the circumstances and for which
sufficient data are available to measure fair value, maximising the use of relevant observable inputs
and minimising the use of unobservable inputs.

All assets and liabilities for which fair value is measured or disclosed in the firancial statements are

categorised within the fair value hierarchy, described as follows, based on the lowest level input that

1s significant to the fair value measurement as a whole:

* Level | — Quoted (unadjusted) market prices in active markets for identical assets or liabilities.

» Level 2 — Valuation techniques for which the lowest level input that is significant to the fair
value measurement is directly or indirectly observable.

o level 3 — Valuation techniques for which the lowest leve) input that is significant to the fair
value measurement is unobservable.

For assets and liabilities that are recognised in the financial statements on a recusting basis, the
Company determines whether transfers have occurred between levels in the hierarchy by re-
assessing categorisation (based on the lowest level input that js significant to the fair value
measurement as a whole) at the end of each reporting period.

For the purpose of fair value disclosures, the company has determined classes of assets and
liabilities on the basis of the nature, characteristics and risks of the asset or liability and the level of
the fair value hierarchy as explained above.

Recent accounting pronouncements

Standards issued but not yet effective

The Mimsury of Corporate AfTairs, in April 2019, has notified Ind AS 116, Leases. Ind AS 116 sets
out the principles for recognition, presentation and disclosure of leases. Ind AS 116 js the equivalent
of IFRS (International Financial Reporting Standards) 116. Ind AS 116 shall be applied from
financial years beginning on or after [st April, 2019.

These amendments are not expected to have any impact on the Company.

Critical accounting judgements, estimates and assumptions

The preparation of the Company’s financial statements requires management to make judgements,
estimates and assumptions that affect the reported amounts of revenues, expenses, assels and
liabilities, and the disclosure of contingent liabilities, at the end of the reporting period. However,
uncenainty about these assumptions and estimates could result in outcomes that require a material
adjustment to the carrying amount of the assets or liabilities in future periods.

(a) Arrangement containing lease
Al the inception of an arrangement, the Company determines whether the arrangement is or
contains a lease. At the inception or on reassessment of an arrangement that contains a lease,
Company separates payments and other consideration required by the arrangement into
those for the lease and those for the other elements on the basis of their relative fair values.

The Company has determined, based on an evaluation of the terms and conditions of the
arrangements that such contracts are in the nature of operating leases.

(b) Multiple element contracts with vendors
The Company has entered into multiple element contracts with vendors for supply of goods
and rendering of services. The consideration paid is/may be determined independent of the
value of supplies received and services availed. Accordingly, the supplies and services are
accounted for based on their relative fajr valu verall consideration. The supplies
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with finite life under the contracts (as defined in the significant accounting policies) have
been accounted under Property, Plant and Equipment and/or as Intangible assets, since the
Company has economic ownership in these assets. Company believes that the current
treatment represents the substance of the arrangement.

Property, Plant and equipment

Determination of the estimated useful life of tangible assets and the assessment as to which
components of the cost may be capitalized. Useful life of tangible assets is based on the life
of useful lives/rates prescribed by the GAAPs of the respective countries. Assumptious also
need to be made, when the Company assesses, whether an asset may be capitalised and
which components of the cost of the asset may be capitalised.

Intangible Assets
Internal technical or user team assess the remaining useful lives of Intangible assets.
Management believes that assigned useful lives are reasonable.

Recognition and measurement of defined benefit obligations

The obligation arising from the defined benefit plan is determined on the basis of actuanial
assumptions. Key actvanal assumptions include discount rate, trends in salary escalation
and vested future benefits and life expectancy. The discount rate is determined with
reference to market yields at the end of the reporting period on the government bornds. The
period to maturity of the underlying bonds correspond 10 the probable maturity of the post-
employment benefit obligations.

Recognition of deferred tax assets and income tax

Deferred tax asset is recognised for all the deductible temporary differences to the extent
that it is probable that taxable profit will bc available against which the deductible
temporary difference can be utilised. The management assumes that taxable profits will be
available while recognising deferred tax assets.

Management judgment is required for the calculation of provision for income taxes and
deferred tax assets and liabilities. The Company reviews at each balance sheet date the
carrying amount of deferred tax assets. The factors used in estimates may differ from actual
outcome which could lead to significant adjustment to the amounts reported in the financial
statemments.

Uncertainties exist with respect 1o the interpretation of complex tax regulations and the
amount and timing of future taxable income. Given the wide range of intemational business
relationships and the long-term nature and complexity of existing contractual agreements,
differences ansing between the actual results and the assumptions made, or future changes
to such assumptions, could necessitate future adjustments to tax income and expense already
recorded. The Company establishes provisions, based on reasonable estimates, for possible
consequences of audits by the tax authorities of the respective countries in which it operates.
The amount of such provisions is based on various factors, such as experience of previous
tax audits and differing interpretations of tax regulations by the taxable entity and the
responsible tax authority. Such differences of interpretation may arise on a wide variety of
issues depending on the conditions prevailing in the respective country.

Deferred tax assets are recognised for all unused tax losses 1o the extent that it is probable
that taxable profit will be available against which the losses can be utilised. Sigpificant
management judgement is required to determine the amount of deferred tax assets that can
be recognised, bascd upon the likely timing and the level of future taxable profits, future tax
planning strategies and recent business performances and developments.
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Recognition and measurement of other provisions

The recognition and mcasurement of other provisions are based on the assessment of the
probability of an outflow of resources, and on past experience and circumstances known at
the balance sheet date. The actual outflow of resources at a future date may, therefore, vary
from the figure included in other provisioss.

Contingencies

Management judgement is required for estimating the possible outflow of resources, if any,
in respect of contingencies/claim/litigations against the Company as it is not possible to
predict the outcome of pending matters with accuracy.

Allowance for uncollected accounts receivable and advances

Trade receivables do not carry any interest and are stated at their normal value as reduced by
appropriale allowances for estimated irrecoverable amounts. Individual trade receivables are
wriften off when management seems them not collectible. Impairment is made on the
expected credit losses, which are the present value of the cash shortfall over the expected
life of the financial assets.

The impairment provisions for financial assets are based on assumption about risk of default
and c¢xpected loss rates. Judgement in making these assumption and selecting the inputs to
the impairment calculation are based on past history, existing market condition as well as
forward looking estimates at the end of each reporting period.

Insurance claims
Insurance claims are recognised when the Company has reasonable certainty of recovery.

Impairment reviews

An impairment exists when the carrying value of an asset or cash generating unit (‘CGU’)
exceeds i1s recoverable amount. Recoverable amount is the higher of its fair value less costs
to sell and its value in use. The value in use calculation is based on a discounted cash flow
model. In calculating the value in use, certain assumptions are required to be made in
respect of highly uncertain matters, including management’s expectations of growth in
EBITDA, long term growth rates; and the selection of discount rates to reflect the nisks
involved.
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25.  Capital Management

Company’s policy is (0 maintain a strong capital base so as to maintain investar, 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 equity shareholders. The board of directors seeks to maintain
a balance between the higher retums that might be possible with higher levels of borrowing and the
advantages and security afforded by a sound capital positon. Company's target is to achieve a return on
capi(al above 30%; in 2018-19 the return was 69% and in 2017-18 the retum was 57%.

Company monitors capilal using a ratio of 'adjusted net debt' 1o ‘adjusted equity’. For this purpose,
adjusted net debt is defined as total liabilities, compnsing interest-bearing loans and borrowings and
obligations under finance leases, less cash and cash equivalents and short term investments. Adjusted
equity comprises all components of equity.

Company’s policy is to keep the ratio below 1.00 and ils adjusted net debt to equity ratio at 31 March

2019 was as follows. Tin Lacs
Particulars ‘ 31 March 2019 31 March 2018 |
Debt (Debt + Current Liabilities) 24,780.27 18,279.00
Less: Cash and Cash equivalents 1,539.98 983.30
Net Debt A 23,240.29 17,295.70
Equity B 2,349.85 1,522.85
Net Debt to Equity ratio A/B 9.89 11.36

26. Earnings Per share (EPS):

The numerator and denominator used to calculate Basic and Diluted Earnings Per Share:

Particulars 31 March 2019 | 31 March 2018 |
Basic and Diluted Earnings Per Share:

Profit attributable to Equity shareholders- for Basic EPS (R A 1,245.06 512.45
in Lacs)

Add: Dilutive effect on profit (T in Lacs) B Nil Nil |
Profit attributable to Equity shareholders for computing | C=A-B 1,245.06 51245
Diluted EPS (% in Lacs)

Weighted Average Number of Equity Shares outstanding - D 10,000 10,000
for Basic EPS

Add: Dilutive effect of option outstanding- Number of E Nil Nil
Equity Shares !
Weighted Average Number of Equity Shares for Diluted | F=D+E 10,000 10,000 |
EPS

Face Value per Equity Share (USD) 100 100 |
Basic Earnings Per Share (%) A/D 12,450.61 5,124.54
Diluted Earnings Per Shares (%) C/F 12,450.61 5,124.54 |

27. Employee Benefits

As required by Ind AS |9 ‘Employee Benefits’, the Company offers its employees: Short-term employee
benefits - These benefits include salanes and wages and other government contributions which are due

1 imumediately on payment and the same is deposited with Government authonties. The total consideration
*|! paidin 2018-19 was ¥ 2,172.58 Lacs (Previous Year ¥ 1,634.20 Lacs).

Retirement plan - The Company provides a 401(k) retircment program for full-time employccs who are
21 years of age or older. Eligible employees are entitled to participate in the company offered plan with
an option (o contribute up the maximum 3% of annual base salary. For employees with an annual basc
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salary above the annual compensation limits, as determined by the Federal Internal Revenue Service
(Federal), the annual APUL contribution will be capped at 3% of the Federal allowed annual
compensation lirnits. All contributions are 100% vested immediately to the employee.

28.

Financial Instrument — fair values and risk management

Fair value measurements

Tin Lacs

31 March 2019 31 March 2018

Financial Instruments by category FVTPL Amortised FVTPL Amortised
Cost Cost

Financial Assets
Trade Receivables - 19,390.4] - 11,474.89
Cash and cash equivalents - 1,539.98 - 983.30
Total Financial Assets - 20,930.39 - 12,458.19
Financial Liabilities
Borrowings - 3,334.33 - -
Other Current Liabilities - 2,063.08 - 860.96
Trade Payables - 22,717.19 - 17,418.04
Total Financial Liabilities - 28,114.60 - 18,279.00
Fair Value Hierarchy Zin Lacs

31 March 2019 31 March 2018
Financial assets and liabilities measured at Level Level
fair value

I a al 1 I 11

Financial assets
Non recurring fair value measurement
Trade Receivables - - | 19,390.41 - 11,474.89
Cash and cash equivalents - . 1,539.98 - 983.30
Total Financial Assets - - | 20,930.39 - 12,458.19
Financial Liabilities
Borrowings - - 3,334.33 - -
Other Current Liabilities - - 2,063.08 - 860.96
Trade Payables - -| 22,717.19 - 17,418.04
Total Financial Liabilities - - | 28,114.60 - 18,279.00 |

Level 1 — The hierarchy in level 1 includes financial instruments measured using quoted prices. This
inchudes mutual funds that have quoted price. The mutual funds are valued using the closing NAV.

Level 2 — The fair value of financial instruments that are not traded in an active market (like forward
contracts) is determined using valuation techniques which maximise the use of observable market data
and rely as little as possible on entity-specific estimates. If all significant inputs required to fair value as
instrument are observable, the instrument 1s included in level 2.

Level 3 — If one or more of the significant inputs is not based on observable market data, the instrument
is included in level 3. This is the case for unlisted equity secunities, etc. included in level 3.

A. Financial risk management

Company has exposure to following risks arising from financial instruments:

s Credit risk
s Liquidity risk
¢ Market risk
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Risk management framework

Company’s board of directors has overall responsibility for the establishment and oversight of the
Company’s risk management framework. Management is responsible for developing and monitoring the
Company’s risk management policies, under the guidance of Audit Committee,

Company's risk management policies are established to identify and analyse the risks faced by it, to set
appropriate risk limits and controls and to monitor risks and adherence to limits. Risk management
policies and systems are reviewed regularly to reftect changes in market conditions and the Company’s
activities. Company, through its training and procedures aims to maintain a disciplined and constructive
control environment in which all employees understand their roles and obligations.

Company’s Audit committee oversees how management monitors compliance with the Company’s risk
management policies and procedures, and reviews the adequacy of the risk management framework jn
relation {o the risks faced by the Company. The audit committee is assisted in its oversight role by
internal audit. Internal audit undertakes both regular and ad hoc reviews of risk management controls
and procedurcs, the results of which are reported to the audit committee.

i. Credit rigsk
Company’s credit risk is minimal. The trade receivables arise mainly from (ransactions with its
approved customers. The maximum exposure to credit on these transaciions is equal to the carrying
amount of these financia) instruments. Customers are subjcct to stringent financial, credit and legal
verification process. In addition, trade receivable balances are monitored on an ongoing basis to
ensure timely collections. Accordingly, the Company's exposure to bad debts is not significant.

With respect 1o credit risk arising from other financial assets of the Company, which comprise cash
in banks and receivables (except for advances to suppliers), the Company’s exposure to credit risk
arises from default of the counterparty, with a maximum exposure equal to the carrying amount of
these instruments. The Company limits its exposure to credit risks by depositing its cash only with
financial institutions duly evaluated and approved by the Board of Directors. The Company’s
receivables is minimal since no default payments were made by the counterparties. An impairment
analysis is performed at each reporting date on an individual basis for major clients.

ii. Liquidity risk

Liquidity risk 1s the risk that the Company may not be able 10 meet its present and future cash and
collateral obligations without incwring unacceptable losses. The Company’s objeclive is 1o, at all
times maintain optimum levels of liquidity to meet its cash and collatera! requirements. The
Company closely monitors its liquidity position and deploys a robust cash management system.
Presently the Company has existing long-term loans that fund capital expenditures. Working capital
requircments are adequately addressed by internally generated funds. Trade receivables are kept
within manageable levels,

iii. 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. The objective of market risk management is to manage and control market risk
exposures within acceptable parameters, while oplimising the return. Financial instruments affected
by market risk include loans and borrowings, deposits, investments, and derivative financial
instruments. Company’s activities expose it 1o a variety of financial risks, including the effects of
changes in foreign currency exchange rates and intcrest rates. All transactions are carried out within
the guidelines set by the risk management cornmittee.

The sensitivity analysis have been prepared on the basis of derivatives and the proportion of financial
instruments in foreign currencies are all constant. The analysis excludes the impact of movements
in market variables on the carrying value of postemployment benefit obligations, provisions and on
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30.

1.

32.

the non-financial assets and liabilities. The sensitivity of the relevant income statement item is the
cffect of the assumed cbanges in the respective market risks. This is based on the financial assets
and financial liabjlities held as of 31 March 2019 and 31 March 2018.

a) Currency risk _
The Company have no foreign exchange risk as their entire dealings are in their local functional
currency i.e., US Dollars.

b) Interest rate risk
Company's exposure to changes in interest rates relates primarily to the Company’s short-term
debt obligations. Fixed rate financial instruments are subject to fair value interest rate risk. The
following table demonstrates the scnsitivity analysis to a reasonably possible change in interest
rates, with all other variable held constant, of the Company's profit before income tax. The
estimates are based on the outstanding interest bearing liabilities of the Company with floating
interest rate as at 31 March 2019 and 31 March 2018.

Tin Lacs
Year Change in interest rate Effect on profit before tax
31 March 2019 +1% / (-1%) 33.34/(33.34)
31 March 2018 +1% / (-1%) Nil / (Nil)

¢) Price risk
Company does not have any exposure to price risk, as there is no equity investments.

Disclosure for operating leases under Ind AS 17 - “Leases”:

The Company bave taken a premisc under operating leasc. The lease is for a period of one year and
renewable every year upon mutual consent of the parties. There are no contingent rents. The lease
payments of T 10]).73 Lacs (Pr. Yr. T 58.52 Lacs) are recognised in Statement of Profit and Loss under
“Rent” under Note 24.

Provision of anticipated Sales Returns for Expired Goods — Ind AS 37

Tin Lacs
Particulars 31 March 2019 | 31 March 2018
Balance at the beginning of the year 1,175.95 130.92
Add: Provisions made during the year 646.72 1,230.60
Less: Amount written back/utilized during the year 1,158.87 185.57
Balance at the end of the year 663.80 1,175.95

Contingent Liabilities and commitments:

There are po contingent liabilities and commitments by the Company,

Related party disclosure as required by Ind AS 24 are given below:

A) Relationships:
Category I — Holding Company & Fellow Subsidiary
Ajanta Pharma Ltd., India (Holding Company)
Ajanta Pharma (Mauntius) Ltd. (Fellow Subsidiary)

Category I1 - Directors, Key Management Personnel & their Relatives:
Dr. Ramcsh Jhawar Director (APUI)
& Relatives of Key Management Personnel
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B) Following transactions were carried out with related parties: Tin Lacs
Sr. No. | Particulars Category 31 March 2019 31 March 2018 |
1. Purchase of Goods: B
Ajanta Pharma Ltd., India 1 25,026.88 14,843.17 |
2. Key Manapgement Compensation: |
' Short Term Employee Benefits
I Dr. Ramesh Jbawar Il 283.10 261.05 |
3. Re-imbursement from Ajanta Pharma 1 810.34 157272
Ltd., India
4. Advance paid to Ajanta Pharma I Nil 1,719.11
(Mauritivs) Ltd.
5. Interest paid to Ajanta Pharma I Nil 82.67
_(Mauritius) Ltd.
6. Commission paid to Ajanta Pharma I 6.32 Nil
Ltd. ]
C) Amount outstanding as on 31 March 2019 Tin Lacs
Sr. No. | Particulars Category 31 March 2019 31 March 2018 |
L Trade Payable :
Ajanta Pharma Ltd., India I 22,717.19 17,418.04
2. Other Receivable : E
Ajanta Pharma Ltd., India 1 26.11 72.18
33. The Company has one segment of activity namely “Pharmaceuticals”.

In terms of our report attached
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Independent Auditor’s Report
To the Members of Ajanta Pharma Nigeria Ltd.

Report on the Standalone Financial Statements

The accounts of AJANTA PHARMA NIGERJA LTD. are being audited under the local laws of
the country by the statutory auditor for the period 1st Jan 2018 to 3Ist December 20)8. The
cormpany follows the period st April 2018 to 31st March 2019. In order to consolidate the
accounts of AJANTA PHARMA NIGERIA LTD. With that of the company, we have been
appointed by the management of (he company to audit the reinstated accounts of AJANTA
PHARMA NIGERJA LTD. for the period 1st April 2018 to 3lst March 2019 under the
companies Act in accordance with generally accepted accounting principles in India (Ind AS).

Opinion

We have audited the accompanying standalone Ind AS financial statements of AJANTA
PHARMA NIGERIA LTD. (“the Company”) comprising of the Standalone Balance Sheet as at
31st March 2019, the Standalone Statement of Profit and Loss (including other comprehensive
income), the Standalone 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
standalone Ind AS financial statements™) prepared in accordance with group accounting policies
followed by Ajanta Pharma [td. These Standalone financial statements have been prepared
solely to enable Ajanta Pharma Ltd. to prepare its financial statements.

In our opinion and to the best of our information and according to the explanations given to us,
the aforesaid standalone financial} statements give the information required by the Act in the
manner so required and give a true and fair view in conformity with the accounting principles
generally accepted in India, of the state of affairs of the Company as at March 31, 2019, and
profit/loss, and its cash flows for the year ended on that date.

Basis for Opinion

|

We conducted our audit in accordance with the Standards on Auditing (SAs) specified under
section 143(10) of the Companies Act, 2013. Our responsibilities under those Standards are
further described in the Auditor’s Responsibilities for the Audit of the Financial Statements
section of our report. We are independent of the Company in accordance with the Code of Ethics
issued by the Institute of Chartered Accountants of India together with the ethical requirements
that are relevant to our audit of the financial statements under the provisions of the Companies
Act, 2013 and the Rules thereunder, and we have fulfilled our other ethical responsibilities in
accordance with these requirements and the Code of Ethics. We believe that the audit evidence
we have obtained is sufficient and appropriate to provide a basis for our opinion.




Key Audit Matters

Key audit matters are those matters that, in our professional judgment, were of most significance
1n our audit of the financial statements of the current period. These matters were addressed in the
context of our audit of the financial statements as a whole, and in forming our opinion thereon,
and we do not provide a separate opinion on these matters.

Management’s Responsibility for the Standalone Ind AS Financial Statements

The Company’s Board of Directors is responsible for the matters stated in section 134(5) of the
Companies Act, 2013 (“the Act”) with respect to the preparation of these standalone financial
statements that give a true and fair view of the financial position, financial performance, and
cash flows of the Company in accordance with the accounting principles generally accepted in
India, including the accounting Standards specified under section 133 of the Act. This
responsibility also includes maintenance of adequate accounting records in accordance with the
provisions of the Act for safeguarding of the assets of the Company and for preventing and
detecting frauds and other irregularities; selection and application of appropriate accounting
policies; making judgments and estimates that are reasonable and prudent; and design,
implementation and maintenance of adequate intemal financial controls, that were operating
effectively for ensuring the accuracy and completeness of the accounting records, relevant to the
preparation and presentation of the financial statement that give a true and fair view and are free
from material misstatement, whether due to fraud or error.

In preparing the financial statements, management is responsible for assessing the Company’s
ability to continue as a going concem, disclosing, as applicable, matters related to going concern
and using the going concemn basis of accounting unless management either intends to liquidate
the Company or to cease operations, or has no realistic alternative but to do so.

Those Board of Directors are also responsible for overseeing the Company’s financial reporting
process in accordance with the group accounting policies followed by Ajanta.

Auditor’s Responsibility

Our objectives are {0 obtain reasonable assurance about whether the financial statements as a
whole are free from material misstatement, whether due to fraud or error, and to issue an
auditor’s report that includes our opinion. Reasonable assurance is a high level of assurance, but
is not a guarantee that an audit conducted in accordance with SAs will always detect a2 material
misstatement when it exists. Misstatements can arise from fraud or error and are considered
material if, individually or in the aggregate, they could reasonably be expected to influence the
economic decisions of users taken on the basis of these financial statements.

Report on Other Legal and Regulatory Requirements

As required by Section 143(3) of the Act, we report that:
(a) We have sought and obtained all the information and explanations which to the best of our
knowledge and belief were necessary for the purposes of our audit.

(b) To our opinion, proper books of account as required by law have been kept by the Company
so far as 1t appears from our examination of those books
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(c) The Balance Sheet, the Statement of Profit and Loss, and the Cash Flow Statement dealt with
by this Report are in agreement with the books of account.

(d) In our opinion, the aforesaid standalone financial statements comply with the Accounting
Standards specified under Section 133 of the Act, read with Rule 7 of the Companies (Accounts)
Rules, 2014.

(e) On the basis of the written representations received from the directors as on 31st March, 2019
taken on record by the Board of Directors, none of the directors is disqualified as on 31st March,
2019 from being appointed as a director in terms of Section 164 (2) of the Act.

(f) With respect to the adequacy of the internal financial controls over financial reporting of the
Company and the operating effectiveness of such controls, refer to our separate Report in
“Annexure A”.

(g) With respect to the other matters to be included in the Auditor’s Report in accordance with
Rule 11 of the Companies (Audit and Auditors) Rules, 2014, in our opinion and to the best of our
inforrnation and according to the explanations given to us:

i. The Company does not have any pending litigations which would impact its financial position;

1. The Company has not entered into any long-term contracts including derivative contracts,
requiring provision under the applicable law or accounting standards, for material foreseeable
Josses; and

iii. There has been no delay in transferring amounts, required to be transferred, to the Investor
Education and Protection Fund by the Company.

for G.R.Modi& Co
Chartered Accountants
Firm’s remstratlon number: 112617W

L

CA Swapml Modi

Partner

Membership number: 107574
Mumbai

22" April 2019




Annexure - A to the Auditors’ Report

Report on the Joternal Financial Controls under Clause (i) of Sub-section 3 of Section 143
of the Companies Act, 2013 (“the Act”)

We have audited the internal financial controls over financial reporting of AJANTA PHARMA
NIGERIA LTD.(“the Company”) as of 31 March 2019 in conjunction with our audit of the
standalone financial statements of the Company for the year ended on that date.

Management’s Responsibility for Internal Financial Controls

The Company’s management is responsible for establishing and maintaining internal financial
controls based on the intermal control over financial reporting criteria established by the
Company considering the essential components of internal control stated in the Guidance Note
on Audit of Internal Financial Controls over Financial Reporting issued by the Institute of
Chartered Accountants of India (‘ICAI’). These responsibilities include the design,
implementation and maintenance of adequate internal financial controls that were operating
effectively for ensuring the orderly and efficient conduct of its business, including adherence to
company’s policies, the safeguarding of its assets, the prevention and detection of frauds and
errors, the accuracy and completeness of the accounting records, and the timely preparation of
reliable financial information, as required under the Companies Act, 2013.

Auditors’ Responsibility

Our responsibility is to express an opinion on the Company's internal financial controls over
financial reporting based on our audit. We conducted our audit in accordance with the Guidance
Note on Audit of Internal Financial Controls over Financial Reporting (the “Guidance Note™)
and the Standards on Auditing, issued by [CAI and deemed to be prescribed under section
[143(10) of the Companies Act, 2013, to the extent applicable to an audit of intemal financial
controls, both applicable to an audit of Internal Financial Controls and, both issued by the
Institute of Chartered Accountants of India. Those Standards and the Guidance Note require that
we comply with ethical requirements and plan and perform the audit to obtain reasonable
assurance about whether adequate internal financial controls over financial reporting was
established and maintained and if such controls operated effectively in all matenal respects.

Our audit involves performing procedures 1o obtain audit evidence about the adequacy of the
internal financial controls system over financial reporting and their operating effectiveness. Our
andit of internal financial controls over financial reporting included obtaining an understanding
of internal financial controls over financial reporting, assessing the risk that a material weakness
exists, and testing and evaluating the design and operating effectiveness of internal control based
on the assessed risk. The procedures selected depend on the auditor’s judgment, including the
assessment of the risks of material misstatement of the standalone financial staiements, whether
due 1o fraud or error.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a
basis for our audit opinion on the Company’s internaj financial controls system over financial
reporting.




Meaning of Internal Financial Controls over Financial Reporting

A company's internal financial control over financial reporting is a process designed o provide
reasonable assurance regarding the reliability of financial reporting and the preparation of
financial statements for external purposes in accordance with generally accepted accounting
principles. A company's intemnal financial contro] over financial reporting includes those policies
and procedures that (1) pertain to the maintenance of records that, in reasonable detail, accurately
and fairly reflect the transactions and dispositions of the assets of the company; (2) provide
reasonable assurance that transactions are recorded as necessary to permit preparation of
financial statements in accordance with generally accepted accounting principles, and that
receipts and expenditures of the company are being made only in accordance with authorizations
of management and directors of the company; and (3) provide reasonable assurance regarding
prevention or timely detection of unauthorized acquisition, use, or disposition of the company's
assets that could have a material effect on the financial statements.

Inherent Limitations of Internal Financial Controls Over Financial Reporting

Because of the inherent limitations of internal financial controls over financial reporting,
including the possibility of collusion or improper management override of controls, material
misstatements due to error or fraud may occur and not be detected. Also, projections of any
evaluation of the intemal financial controls over financial reporting to future periods are subject
to the risk that the internal financial control over financial reporting may become inadequate
because of changes in conditions, or that the degree of compliance with the policies or
procedures may deteriorate.

Opinion

In our opinion, the Company has, in all material respects, an adequate internal financial controls
system over financial reporting and such internal financial controls over financial reporting were
operating effectively as at 31 March 2019, based on the internal control over financial reporting
criteria established by the Company considering the essential components of internal control
stated in the Guidance Note on Audit of Internal Financial Controls Over Financial Reporting
issued by the Institute of Chartered Accountants of India.

for G.R.Modi& Co
Chartered Accountants
Firm’s registration pumber: 112617W

AV s =
il
CA Swapnil Modi
Pariner
Membership number: 107574
Mumbai
22" April 2019
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Ajama Pharma ngeria Ltd.
Balam:e Sheet as at 31 March 2019

- - 31-Mar-19 [ 31-Mar-18
T T - - B | Note No |, Rs.inlacs | Rs.inlacs
Assets
| Current Assets o -
_(a) | Financial Assets - o ) o ===
(f) Trade Receivables o T - - 4 350.00 | 1,114.96
| (i) Cash and cash equivalents T T 5 [ 88.31 | 487.33
'_ {b) | Other current assets | 6 | 995 T 4.80
T Total Current Assets 448.25 1,607.09
Total Assets 448.25 1,607.09
| Equity And Liabilities
 Equity '_ — -~ _ '_ “ s )
[(a) | Equity Share Capital B - 7 | 136.70 136.70
(b Other Equity - - o - ' R T Th 25.59
[ Total Equity 114,93 | 162.29
— [Liabilitles [
[ Current Liabilfties
[a) | Financial Liabilities T - o B - K _
(i) Trade Payables T o o 9 190.55 612.84
| (b) Other current labilities o 10 142.77 | 7831.95
‘ ! Total Current Llabilfties | 333.32 1,444.80
Total Equity and Liabllities ' 448.25 1,607.09

~ | In terms of our report attached

| See accompanying notes forming part of the financial statements

" For G. R. Modi & Co. B
| Chartered Accountapts

ucm FRN: {3617}/7’_
f\fgﬁf% .
| Swapnil Modi

" Partner g _
| | Mumbai, 22 April, 2019

";-‘44 Rt

Yogesh M. Agrawal
Director




‘Ajanta Pharma Nigeria Ltd. | i
Statement of Profit and Loss Account for the year ended 31 March 2019 | )

~ 31-Mar-19 31-Mar-18
. NoteNo  Rs.inlacs | Rs.inLacs

| Income : _
Revenue from operations T T T [ 1| 339.19 | 2,217.09
| Other Income ) i [ S R
Total Income 339.19 2,2‘7.09
| Expenses :
Cost of Materials Consumed B = "~
" Purchase of Stock-in-Trade o - o D R " 1,377.11
| Changes in inventorles of Finished Goods/Work-in-Progress/Stock-in-Trade I R & T - 10.85
| Employee Benefits Expenses o [ 1 | 295 7 T 7.85
" Finance Costs o o ) | . [ =
~ Depreciation & Amortisation Expense B - : K
Other Expenses | A8 7 208977 568.64
Total Expenses | 383,37 1,994,45
Profit Before Tax J (a4.18) 222.65
| Tax Expense - o [ -
" Current Tax ' - T =] (12.54) 14.72
‘Deffered Tax T T T - T 2 1
Profit For The Year {31.65) 155.62

[ . i
_ Other Comprehensive income / (Loss) . ' '
Items that will be reclassified subsequently to profit or loss:

Exchange differences on translation of foreign operations ] L 572y - 6.02
| Income tax relaung 1o items that will be reclassified ta profit or loss I - -
Net other Comprehenstve Income / (Loss) to be reclassified subsequenzly to pfofﬂ or loss | _ (15.72) 6.02
‘Other Comprehenswe Income / (Loss) for the year, net of tax (15.72) 6.02
Total Comprehensive Income / (Loss) for the year | (47.37)! 161.64
| |
| Earning Per Equity Share (Basic & Diluted) (Face Value NN 1/-) (In Rs.) |7 .05 0.26

| See accompanying notes forming part of the financial statements

_ﬂy_arms of our report r report attached o -

| For G. R. Modi & Co. Co B "For and on behalf of Board of Directors
2 "of Ajanta Pharma Nigeria Ltd.

o | R T W—r\f‘

| (CAIFRN ; 17__w
1 =1 -.-‘-f}'.__

AV e i

| ‘Swapnil Modi
| P_anner e
| Mumbai, 22 April, 2019

Yogesh M. Agrawal
Direcmr




Ajanta Pharma Nigeria Ltd. J | . [ | T

[ Statement of Cashflows for the year ended 31 March 2019 ~ {WinLacs)
| T 1 - | Asat3IMarch2019 | Asat3l March2018 |
___ [ A _LC-sb l_-‘low from Operahn; Activities I T ) == _|_ -

" ' | ProfitbeforeTax | | [ | : @ag | T s

1 [ At | — ey | =z g

o i Exchange Fluctuation | =l [ asTy 6.02
N | Operating Profit before Working Capital Changes (59.90) 228.66

:_ I_ | Chamg_es in W't_rFkFg_Eaplml | B ___ i B '-_ | __‘_ T -

N ‘ __ Deercase (Increase) in Trade Receivable | | 76497 | ]  (839.47)
| Dccrcasc { [nctv.:asc-)_:?(_)iﬂcr Non Current Assets | N o = [ 5193
| Decrease (Increase) in Other Current Assets 515 | - 42
e = Decrtasc{inc:case) in Inventories B T R i 1085

- ] Increase (Dccre&se) in Other Current L\ablhm's . ) (689 IS) I 1944
T | Incrense (Decrease) in Trade Payables T T T aney [ C 33496
—I Cash Generated from Operatmus [ (411.56) {149.21)
| Net Income tax paid | | ' 1254 | | (6703
| _ Net Cash flow Generated from Operating Activities N - X T IICEE)
[T _Ii_ Cuh Fiow from Investing Atuvmes ' . _; | ) :_ _ . ) :
| “Proceeds from Share Capital ] | ] - | 100,68
|| 'NetCashusedin Investing Acthvities ] ] - 1 100,68

| Cuhlﬁow from Financing Acﬁ\iles ) [ T _ ) — | A ] —': -

, Interest Paid i | B I | - 1 | -
|| Net Cash used in Financing Activities ! —— R D | ——
- |Net Increase / (Decrease) In Cash and Cash Equivalenss — (39.02) (1183
[ | [ Cash and Cash Equivalents as af the Beginning of the Year | | ] 48733 i S s 50291
| Cash and Cash Equivalents as at the End of the Year | 88.31 | | 8733

Figures in brackets indicates outflow
Note :
1. The above Cash Flow Stat t has been prepared under 'Indirect Method' as set out in Accounting Standard 7 (Ind AS - 7) "Statement of Cash Flow™
under Section 133 of the Compapies Act 2013,
2. Cash comprises cash on hand, current accounts and deposits with banks. Cash equivalents are sholrt-term balances (with an original maturity of three
months or less from the date of acquisition),

See accompanying notes fonning part of the financial statements
In terms of our report attached

For G. R. Modi & Co.
Chariered Accoun

For and on behalf of Board of Directors of
Alants Pharma Nigerla Ltd.

(ICAI FRN : (126/7W)
CZIT\% B ' — e ~
s
qu;nll Modi Yogesh M. Agrawal
Partner Direcior

Mumbai, 22 April, 2019




Ajanta Pharma Nigeria Ltd.

Statement of Changes in Equity for the y_éar ended 31 March 2019 |

-

A. Equity Share Capital . | , Rin Lacs |
Balance as at 1 April | Changes in equity share | Balance as at 31 March o - | B
; 2018 capital during the year 2019 | - - -
Authorised : T 137.75 - 137.75 | i } - I ] ]
Issued : ' 136.70 136.70
'Subscribed & Paid up: ] 136.70 | - 136.70 _:
B. Other Equity | | | | | | | | | |
Particulars Capital Securities = General | Share Based | Retained | Foreign Other items of ‘ Total | Non- Total Equity
Redemption | Premium | Reserve Payment Earnings | Currency | other Controlling
Reserve Account Reserve Translation comprehensive Interests
| . ! ! | _Reserve income ; |
[As at 1 April 2017 | " (32.80) (143.42) 40.19 | (136.04)] - (136.04)
Profit for the period ] . . 155.62 | - | _155.62 | - 155.62
Other compréhensive income ; - . | 6.02 - 6.02 -] 6.02 |
Total comprehensive Income ' = — - 155.62 | 6.02 . | 161.64 ' 161.64
[Transfer to General reserve s - | e . | o o .
At 31 March 2018 - | - (32.80) - 12.20 46.20 - 25.59 - 25.59
[Brofit for the period ] ! (31.65) (31.65) - {31.65)
Other comprehensive income - . - I (15.72) - (15.72) (15.72))
otal compreRensive Income - - - (31.65)! (15.72) - (47.37) - (47.37)
At 31 March 2019 - - (32,80) - (19.45), 30.48 - (21.77) - (21.77)

In terms of our report attached
For G. R. Mod| & Co.
Chartered Accountants

{ICAI FRN : 112611&’) o

\/CA_@‘”’V

(

Swapnit Modi
Partner

Mumbal, 22 April, 2019

See accompanying notes forming part of the financial statements

i—_"'_‘ E——

th/“"‘“s

Yogesh M. Agrawal
Director

For and on behalf of Board of Directors of Ajanta Pharma Nigeria Ltd.




Ajanta Pharma Nigeria Ltd.

Notes to the Financial Statements as on 31 March 2019

1.

Corporate Information

Ajanta Pharma Nigeria Ltd. is a limited liability company incorporated and domiciled in Nigeria and
is a wholly owned subsidiary of Ajanta Pharma Ltd., India. The address of its registered office is
located at Block 6, House 6b, Howson Wright Estate, Oregun Road, Ojota, Lagos, Nigeria.

The Company is primarily involved in the business of pharmaceutical and related activities.

The Financia) Statement for the Company were authorised for issue by the Company’s Board of
Directors on 22 Apni, 2019.

Basis of preparation

The Financial Statement of the Company have been prepared in all material aspects in accordance
with the recognition & measurement principles laid down in Indian Accounting Standards
(hereinafter referred to as the ‘Ind AS’) read with Rule 4 of the Companies (Indian Accounting
Standards) Rules, 2015 as amended and other relevant provisions of the Act and accounting
principles generally accepted in India.

The financial statements have been prepared on an accrual basis and under the historical cost basis,
which have been measured at fair value or revalued amount wherever applicable.

Functional and Presentation Currency:

Functional currency of the Company s Nigerian Niara (NN). The financial statement is prepared &
presented in Indian Rupees (INR) as it is the functional currency of the Holding Company.

Rounding of Amounts

All amounts disclosed in the financial statements and notes have been rounded off to the nearest
lacs.

Current versus non-current classification:

The assets and liabilities in the balance sheet are presented based on current/non-current
classification.

An asset is corrent when it is:

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

e Held primarily for the purpose of trading, or

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

o Cash or cash equivalent unless restricted from being exchanged or used to settle a liabiliry for at
least twelve months afier the reporting period.
All other assets are classified as Non-Current.

A liability is current when it is:
s Expected to be settled in normal operating cycle, or
o Held primarily for the purpose of trading, or
Due to be settled within twelve months after the reporting period, or
s There is no unconditional right to defer the settlement of the liability for at least twelve months
after the reporting period.
All other liabilities are treated as Non-Current.




Ajanta Pharma Nigeria Ltd.
Notes to the Financial Statements as on 31 March 2019

6.1

6.2

Deferred tax assets and liabilities are classified as non-current assets and Jiabilities respectively.

Operating Cycle

Based on the nature of products / activities of the Group and the normal time between acquisition of
assets and theis realisation in cash or cash equivalents, the Group has determined its operating cycle
as 12 months for the purpose of classification of its assets and liabilities as current and non-current.

Significant Accounting Policies

Property, Plant and Equipment

Property, Plant and Equipment are stated at historical cost less depreciation. Historical cost includes
expenditure that is directly attributable to the acquisition of the items. Subsequent costs are included
in the assets carrying amount or recognised as a separate asset as appropriate, only when it is
probable that future economic benefits associated with the item will flow to the company and the
cost of the item can be measured reliably.

Depreciation is calculated on the straight-line method to write off the cost of assets, to their residual
values over their estimated usefu) life. The asset's residual values and useful lives are reviewed and
adjusted if appropriate, at each end of reporting period. Where the carrying amount of an asset is
greater than its estimated recoverable amount, it is written down immediately to its recoverable
amount. Gains and losses on disposals of property, plant and equipment are determined by
comparing proceeds with carrying amount and are included in the statement of profit or loss.

Financial Instruments

A financial instrument is any contract that gives rise to a financial asset of one entity and a financial
liability or equity instrument of another entity.

Financial Assets
Classification

Company classifies financial assets as subsequently measured at amortised cost, fair value through
other comprehensive income or fair value through profit or loss, on the basis of its business mode]
for managing the financial assets and the contractual cash flows characteristics of the financial asset.

Initial Recognition and Measurement

All financial assets are recognised initially at fair value plus, in the case of financial assets not
recorded at fair value through profit or loss, transaction costs that are attributable to the acquisition
of the financial asset.

Subsequent Measurement

For the purpose of subsequent measurement, financial assets are classified in two broad categories:

e Financial assets at fair value (FVTPL / FVTOCI)

e Financial assets at amortised cost

When assets are measured at fair value, gains and losses are either recognised in the statement of
profit and loss (i.e. fair value through profit or loss (FVTPL)), or recognised in other comprehensive
income (i.e. fair value through other comprehensive income (FVTOCI)).

Financial Assets measured at Amortised Cost (net of any write down for impairment, if any)




Ajanta Pharma Nigeria Ltd.

Notes to the Financial Statements as on 31 March 2019
Financial assets are measured at amortised cost when asset is held within a business model, whose
objective is to hold assets for collecting contractual cash flows and contractual terms of the asset
give rise on specified dates to cash flows that are solely payments of principal and interest. Such
financial assets are subsequently measured at amortised cost using the effective interest rate (EIR)

method less impairment, if any. The losses arising from impairment are recognised in the Statement
of profit and loss.

Financial Assets measured at Fair Value through Other Comprehensive Income (“FVTOC]”)
Financial assets under this category are measured initially as well as at each reporting date at fair
value, when asset is held within a business model, whose objective is to hold assets for both

collecting contractval cash flows and selling financial assets. Fair value movements are recognized
tn the other comprehensive income.

Financial Assets measured at Fair Value through Profit or Loss (“FVTPL”)

Financial assets under this category are measured initially as well as at each reporting date at fair
value with all changes recognised in profit or loss.

Investment in Equity Instruments

Equity instruments which are held for trading are classified as at FVTPL. All other equity
instruments are classified as FVTOCI. Fair value changes on the instrument, excluding dividends,
are recognised in the other comprehensive income. There is no recycling of the amounts from other
comprehensive income to profit or loss.

Investment in Debt Instruments
A debt instrument is measured at amortised cost or at FVTOCI. Any debt instrument, which does
not meet the criteria for categorization as at amortized cost or as FVOCI, is classified as at FVTPL.

Debt instruments included within the FVTPL category are measured at fair value with all changes
recognised in the Statement of profit and loss.

Derecognition of Financial Assets

A financial asset is primarily derecognised when the rights to receive cash flows from the asset have
expired or Company has transferred its rights to receive cash flows from the asset.

Impairment of Financial Assets

In accordance with Ind - AS 109, Company applies expected credit loss (ECL) model for
measurement and recognition of impairment loss on the financial assets that are debt instruments
and trade receivables.

Financial Liabilities

Clasgification

Company classifies all financial liabilities as subsequently measured at amortised cost or FVTPL.
Initial Recognition and Measurement

All financia) liabilities are recognised initially at fair value and, in the case of loans, borrowings and
payables, net of directly attributable transaction costs.




Ajanta Pharma Nigeria Ltd.

Notes to the Financial Statements as on 31 March 2019

6.3

6.4

Financial liabilities include trade and other payables, loans and borrowings including bank
overdrafis and derivative financial instruments.

Subsequent Measarement

Financial liabilities at fair value through profit or loss include financial liabilities held for trading
and financial liabilities designated upon initial recognition as at fair value through profit or loss.
Interest-bearing loans and borrowings are subsequently measured at amortised cost using the
Effective Interest Rate (EIR) method. Gains and losses are recognised in profit or loss when the
liabilities are derecognised as well as through EIR amortisation process. Amortised cost is calculated
by taking into account any discount or premium on acquisition and fees or costs that are an integral
part of the EIR. The EIR amortisation is included as finance costs in the statement of profit and loss.

Derecognition of Financial Liabilities

A financial liability is derecognised when the obligation under the liability is discharged or
cancelled or expires. When an existing financial Jiability 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 the derecognition of the original liability and the
recognition of a new liability. The difference in the respective carrying amounts is recognised in the
Statement of Profit and Loss.

Derivative Financial Instrument

The Company uses derivative financial instruments, such as forward currency contracts to mitigate
its foreign currency risks. Such derivative financial instruments are initially recognised at fair value
on the date on which a derivative contract is entered into and are subsequently re-measured at fair
value. Derivatives are carried as financial assets when the fair value is positive and as financial
liabilities when the fair value is negative.

Inventories

Finished products incJuding traded goods are valued at lower of cost (on moving weighted average
basis) and net realisable value. The cost of Inventories have been computed to include all cost of
purchases, cost of conversion, appropriate share of fixed production overheads based on normal
capacity and other related cost 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 selling expenses.

Slow and non-moving, obsolesces, defective inventory are fully provided for and valued at net
realisable value. Goods and materials in transjt are valued at actual cost incurred up to the date of
balance sheet.

Cash And Cash Equivalents

Cash and Cash Equivalents comprise of cash on hand and cash at bank including fixed
deposithighly liquid investments with original maturity period of three months or less that are
readily convertible to known amounts of cash and which are subject to an insignificant risk of
changes in value. Bank overdrafis that are repayable on demand and form an integral part of the
Group’s cash management are included as a component of cash and cash equivalent for the purpose
of statement of cash flow.




Ajanta Pharma Nigeria Ltd.
Notes to the Financial Statements as on 31 March 2019

6.5

6.6

6.7

Cash Flow Statement

Cash flows are reported using the indirect method, whereby net profit before tax is adjusted for the
effects of transactions of a non-cash nature, any deferrals or accruals of past or future operating cash
receipts or payments and item of income or expenses associated with investing or financing cash
flows. The cash flow from operating, investing and financing aclivities of the Company are
segregated.

Foreign Currency Transactions

Revenue Transactions denominated in foreign currencies are normally recorded at the exchange rate
prevailing on the date of the transaction.

Monetary items denominated in foreign currencies at the year-end are re-measured at the exchange
rate prevailing on the balance sheet date. Non-monetary foreign currency items are carried at cost.

Any income or expense on account of exchange difference either on settlement or on restatement is
recognised in the Statement of Profit and Loss.

Revenue Recognition

The Company recognises revenue to depict the transfer of promised goods or services to customers.
In accordance with Ind-AS 115 Revenue from Contracts with Customers, the Company recognises
revenue by applying the following five steps:

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

The Company applies the revenue recognition model 1o each contract with a customer once it is
probable the entity will collect the consideration to which it will be entitled. Contracts for this
purpose may be wriften, verbal or implied by customary business practices, but must be
enforceable and have commercial substance. In evaluating whether collection is probable, the
Company considers only the customer’s ability and intention to pay the consideration when due.

o Step 2: Identify the performance obligations in the contract

Once the contract has been identified, the Company evaluates the terms and customary business
practices to identify which promised goods or services should be accounted for as separate
performance obligations. The key determinant for identifving a separate performance obligation
is whether a good or service, or a bundle, is distinct. A good or service is distinct if the customer
can benefit from the good or service on its own or together with other readily available
resources and the good or service is separately identifiable from other promises in the contract.
The Company treats each distinct good or service as a separate performance obligation.

o Step 3: Determine the transaction price

The transaction price is the amount of consideration to which an entity expects to be entitled and
includes:

-An estimate of any variable consideration determined using either a probability-weighted
expected value or the most likely amount, whichever better predicts the amount of consideration
to which the Company will be entitled

-The effect of the time value of money, if there is a financing component that is significant to
the contract

-The fair value of any non-cash consideration
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o Step 4: Allocate the transaction price to the performance obligations in the contract

The Company usually allocates transaction price to each separate performance obligation on a
relative stand-alone selling price basis. When determining stand-alone selling prices, the
Company uses observable information, if it is available. If stand-alone selling prices are not
directly observable, the Company estimates such prices based on reasonably available
information, e.g., adjusted market assessment approach or an expected cost plus a margin
approach. Only when the stand-alone selling price of a good or service is highly variable or
uncertain, the Company use residual approach for allocation.

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

The Company determines whether it satisfies performance obligation by transferring controt of a
promised good or service over time or at a point in time to the customer. A performance
obligation is satisfied at a point in time unless it meets one of the following criteria, in which
case, it is satisfied over me:

-The customer simultaneously receives and consumes the benefits provided by the Company’s
performance as the Company performs

-The Company’s performance creates or enhances an asset that the customer controls as the
asset is created or enhanced

The Company’s performance does not create an asset with an alternative use to the Company
and the Company has an enforceable right to payment for performance completed to date
Revenue from sale of goods is recognised, when all significant risks and rewards are transferred
to the buyer, as per the terms of contracts and no significant uncertainty exists regarding amount
of the consideration that will be derived from the sale of goods.

Revenue from sale of goods is recognised when the significant risks and rewards of ownership have
been transferred to the buyer, usually on delivery of goods, it is probable that the economic benefit
will flow to the Company, the associated costs and possible retum of goods can be estimated
reliably, there is neither continuing management involvement to the degree usually associated with
ownership nor effective control over the goods sold and the amount of revenue can be measured
reliably. The Company is principal in al) of its revenue arrangements, since it is the primary obligor
tn all of the revenue arrangements, as it has pricing latitude and is exposed to inventory and credit
risks.

Provisions for chargeback, rebates and discounts are estimated and provided for in the year of sales
and recorded as reduction of revenue.

Revenue is measured at the fair value of the consideration received or receivable. Amount disclosed
as revenue are inclusive of excise duty, excluding Goods and Services tax (GST), sales tax or value
added taxes or service taxes or duties collected on behalf of the government, and net of amounts
collected on behalf of third parties.

When the financing element is significant, the Company adjusts the transaction price for the time
value of money. The objective when adjusting the consideration for a significant financing
component is to recognise revenue at the cash selling price.

Revenue from sale of technology / know how (rights, licences and other intangibles) are recognised
when performance obligation is completed as per the terms of the agreement. Incomes from services
are recognised when services are rendered.

Interest income is recognised on time proportion basis. Insurance and other claims are recognised as
a revenue on certainty of receipt on prudent basis. Export benefits available under prevalent schemes
are accounted to the extent considered receivable.
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6.11

6.12

Dividend income is recognised when the Entity’s right to receive the payment is established, which
is generally when shareholders approve the dividend.

Employee Benefits

Short-term Benefits - The Company recognizes a liability net of amounts already paid and an
expense for services rendered by employees during the accounting period. Short-term benefits given
by the Company to its employees include salaries and wages and other non-monetary benefits.

Post-Employment Benefits — No provision has been made in respect of employee retirement
benefits as employees are not eligible for such benefits. Besides the company does not have any
pension scheme or any contracted agreement binding itself to the employees.

Share-based compensation
Company has no share based compensation plan.

Borrowing Costs

Borrowing costs comprise of other bank charges. Borrowing costs directly aftributable to the
acquisition, construction or production of an asset that takes substantial period of time to get ready
for its intended use or sale are capitalized as part of the cost of the asset. All other borrowing costs
are expensed in the period in which they occur.

Lease

The determination of whether an arrangement is, or contains, a lease is based on the substance of the
arrangement at the inception date, whether fulfilment of the arrangement is dependent on the use of
a specific asset or assets or the arrangement conveys a right to use the asset, even if that right is not
explicitly specified in an arrangement.

Assets acquired on leases where a significant portion of the risks and rewards of ownership are
retained by lessor are classified as operating leases. Leases rentals are charged to the statement of
profit and loss on straight line basis.

Earnings Per Share

Basjc earnings per equity share is computed by dividing the net profit attributable to the equity
holders of the company by the weighted average number of equity shares outstanding during the
period. Diluted earnings per equity share is computed by dividing the net profit attributable to the
equity holders of the company by the weighted average number of equity shares considered for
deriving basic earnings per equity share and also the weighted average number of equity shares that
could have been issued upon conversion of all dilutive potential equity shares. The dilutive potentia)
equity shares are adjusted for the proceeds receivable had the equity shares been actually issued at
fair value. Dilutive potential equity shares are deemed converted as of the beginning of the period,
unless issued at a Jater date. Dilutive potential equity shares are determined independently for each
period presented.

Income Taxes
Income tax expense comprises current and deferred income tax.
Income tax expense is recognized in net profit in the statement of profit and loss except to the extent

that it relates to items recognized directly in equity, in which case it is recognized in other
comprehensive income. The current income tax charge is based on taxable for the year
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calculated on the basis of tax laws enacted or substantively enacted by the end of the reporting
period.

Deferred income tax is provided in full, using the liability method, on temporary differences arising
between the tax bases of assets and liabilities and their carrying amounts in the financial statements.
However, if the deferred income tax arises from initial recognition of an asset or liability in a
transaction, other than a business combination, that at the time of the transaction affects neither
accounting nor taxable profit or loss, it is not accounted for. Deferred income tax is determined
using tax rates that have been enacted or substantively enacted by the end of reporting period and
are expected to apply in the period when the related deferred income tax asset is realised or the
deferred income tax Jiability is settled. Deferred tax assets are recognised to the extent that it is
probable that future taxable profit will be available against which deductible temporary differences
can be utilised.

Dividends to Shareholders

Annual dividend distribution to the shareholders is recognised as a Jiability in the period in which
the dividends are approved by the shareholders. Any interim dividend paid is recognised on
approval by Board of Directors. Dividend payable is recognised directly in equity.

Provisions, Contiogent Liabilities, Contingent Assets and Commitments

General

Provisions (legal and constructive) are recognized when: (a) the Company has a present obligation
(legal or constructive) as a result of past event; (b) it is probable (i.e., more likely than not) that an
outflow of resources embodying economic benefits will be required to settle the obligation; and (c) a
reliable estimate can be made of the amount of the obligation. If the effect of the time value of
money is material, provisions are delermined by discounting the expected future cash flows at a pre-
tax rate that reflects current market assessment of the time value of money and those risks specific to
the liability. When discounting is used, the increase in the provision due to the passage of time is
recognized as expense finance cost. When some or all of the expenditure required to settle a
provision is expected to be reimbursed by another party, the reimbursement shall be recognized
when, and only when, it is virtually certain that reimbursement will be received if the entity settles
the obligation. The reimbursement shal] be treated as a separate asset. The amount recognized for
the reimbursement shall not exceed the amount of the provision. Provisions are reviewed at each
reporting date and adjusted to reflect the current best estimate.

Contingent liability is disclosed in the case of:

¢ A present obligation arising from past events, when it is not probable that an outflow of resources
will be required to settle the obligation;

¢ A present obligation arising from past events, when no reliable estimates is possible;

s A possible obligation arising from past events, unless the probability of outflow of resources is
remote.

Contingent liabilities are not recognised but disclosed in the Financial Statements. Contingent assets
are neither recognised nor disclosed in the Financial Statements.

Commitments include the amount of purchase order (net of advances) issued to parties for
completion of assets and Non-cancellable operating lease.

Provisions, contingent liabilities, contingent assets and commitments are reviewed at each balance
sheet date.
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Asset Retirement Obligation

Asset retirement obligations (ARO) are provided for those operating lease arrangements where the
Company has a binding obligation at the end of the lease period to restore the leased premises in a
condition similar to inception of lease. ARO are provided at the present value of expected costs to
settle the obligation using discounted cash flows and are recognised as part of the cost of that
particular asset. The cash flows are discounted at a current pre-tax rate that reflects the risks specific
to the decommissioning liability. The unwinding of the discount is recognised in the income
statement as a finance cost. The estimated future costs of decommissioning are reviewed annually
and adjusted as appropriate. Changes in estimated future costs or in the discount rate applied are
added to or deducted from the cost of the asset.

Fair value measurement

The Company measures financial instruments, such as, derivatives at fair value at each balance sheet
date in accordance with Ind AS 113.

Financials Statements have been prepared on the historical cost basis except for the following
material items in the statement of financial position:

» Derivative financial instruments are measured at fair value received from Bank.

e Mutual Funds are measured at fair values as per Net Asset Value (NAV).

e Employee Stock Option Plan (ESOP) at fair values as per Actuarial Valuation Report.

Fair value is the price that would be received to sell an asset or settle a liability in an ordinary
transaction between market participants at the measurement date.

The fair value of an asset or a liability is measured using the assumptions that market participants
would use when pricing the asset or liability, assuming that market participants act in their economic
best interest.

A fair value measurement of a non-financial asset takes into account a market participant’s ability to
generate economic benefits by using the asset in its highest and best use or by selling 1t 1o another
market participant that would use the asset in its highest and best use.

The Company uses valuation techniques that are appropnate in the circumstances and for which
sufficient data are available to measure fair value, maximising the use of relevant observable inputs
and minimising the use of unobservable inputs.

All assets and liabilities for which fair value is measured or disclosed in the financial statements are

categorised within the fair value hierarchy, described as follows, based on the lowest level input that

is significant to the fair value measurement as a whole:

o Level 1 — Quoted (unadjusted) market prices in active markets for identical assets or liabilities.

o Level 2 — Valuation techniques for which the lowest level input that is significant to the fair
value measurement is directly or indirectly observable.

s Level 3 — Valuation technigues for which the lowest level input that is significant to the fair
value measurement is unobservable.

For assets and liabilities that are recognised in the financial statements on a recurring basis, the
Company determines whether transfers have occurred between levels in the hierarchy by re-
assessing categorisation (based on the lowest level input that is significant to the fair value
measurement as a whole) at the end of each reporting period.

For the purpose of fair value disclosures, the company has determined classes of assets and
liabilities on the basis of the nature, characteristics and risks of the asset or liability and the level of
the fair value hierarchy as explained above.
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Recent accounting pronouncements

Standards issued but not yet effective

The Ministry of Corporate Affairs, in April 2019, has notified Ind AS 116, Leases. Ind AS | 16 sets
out the principles for recognition, presentation and disclosure of leases. Ind AS 116 is the equivalent
of IFRS (International Financial Reporting Standards) 116. Ind AS 116 shall be applied from
financial years beginning on or after st April, 2019.

These amendments are not expected to have any impact on the Company.
Critical accounting judgements, estimates and assumptions

The preparation of the Company’s financial statements requires management to make judgements,
estimates and assumptions that affect the reported amounts of revenues, expenses, assets and
liabilities, and the disclosure of contingent liabilities, at the end of the reporting period. However,
uncertainty about these assumptions and estimates could result in outcomes that require a material
adjustment to the carrying amount of the assets or ljabilities in future periods.

(2) Arrangement containing lease
At the inception of an arrangement, the Company determines whether the arrangement is or
contains a lease. At the inception or on reassessment of an arrangement that contains a lease,
Company separates payments and other consideration required by the arrangement into
those for the lease and those for the other elements on the basis of thetr relative fair values.

The Company has determined, based on an evaluation of the terms and conditions of the
arrangements that such contracts are in the nature of operating leases.

(b)  Multiple element contracts with vendors

The Company has entered into multiple element contracts with vendors for supply of goods
and rendering of services. The consideration paid is/may be determined independent of the
value of supplies received and services availed. Accordingly, the supplies and services are
accounted for based on their relative fair values to the overall consideration. The supplies
with finite life under the contracts (as defined in the significant accounting policies) have
been accounted under Property, Plant and Equipment and/or as Intangible assets, since the
Company has economic ownership in these assets. Company believes that the current
treatment represents the substance of the arrangement.

(c) Property, Plant and equipment
Determination of the estimated useful life of tangible assets and the assessment as to which
components of the cost may be capitalized. Useful life of tangible assets is based on the Jife
of useful Jives/rates prescribed by the GAAPs of the respective countries. Assumptions also
need to be made, when the Company assesses, whether an asset may be capitalised and
which components of the cost of the asset may be capitalised.

(d) Intangible Assets
Internal technical or user team assess the remaining useful lives of Intangible assets.
Management believes that assigned useful lives are reasonable.

(e) Recognition and measurement of defined bepefit obligations
The obligation arising from the defined benefit plan is determined on the basis of actuarial
assumptions. Key actuarial assumptions include discount rate, trends in salary escalation
and vested future benefits and life expectancy. The discount rate is determined with
reference to market yields at the end of the reporting period on the government bonds. The
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period to maturity of the underlying bonds correspond to the probable maturity of the post-
employment benefit obligations,

Recognition of deferred tax assets and income tax

Deferred tax asset is recognised for all the deductible temporary differences to the extent
that it is probable thai taxable profit will be available against which the deductible
temporary difference can be utilised. The management assumes that taxable profits will be
avatlable while recognising deferred tax assets.

Mapagement judgment is required for the calculation of provision for income taxes and
deferred tax assets and liabilities. The Company reviews at each balance sheet date the
carrying amount of deferred tax assets. The factors used in estimates may differ from actual
outcome which could lead to significant adjustment to the amounts reported in the financial
Statements.

Uncertainties exist with respect to the interpretation of complex tax regulations and the
amount and timing of future taxable income. Given the wide range of international business
relationships and the long-term nature and complexity of existing contractual agreements,
differences arising between the actual results and the assumptions made, or future changes
to such assumptions, could necessitate future adjustments to tax income and expense already
recorded. The Company establishes provisions, based on reasonable estimates, for possible
consequences of audits by the tax authorities of the respective countries in which it operates.
The amount of such provisions is based on various factors, such as experience of previous
tax audits and differing interpretations of tax regulations by the taxable entity and the
responsible tax authority. Such differences of interpretation may arise on a wide variety of
issues depending on the conditions prevailing in the respective country.

Deferred tax assets are recognised for all unused tax losses to the extent that it is probable
that taxable profit will be available against which the losses can be utilised. Significant
management judgement is required to determine the amount of deferred tax assets that can
be recognised, based upon the likely timing and the level of future taxable profits, future tax
planning strategies and recent business performances and developments.

Recognition and measurement of other provisions

The recognition and measurement of other provisions are based on the assessment of the
probability of an outflow of resources, and on past experience and circumstances known at
the balance sheet date. The actual outflow of resources at a future date may, therefore, vary
from the figure included in other provisions.

Contingencies

Management judgement is required for esimating the possible outflow of resources, if any,
in respect of contingencies/claim/litigations against the Company as it is not possible to
predict the outcome of pending matters with accuracy.

Allowance for uncollected accounts receivable and advances

Trade receivables do not carry any interest and are stated at their normal value as reduced by
appropriate allowances for estimated irrecoverable amounts. Individual trade receivables are
written off when management seems them not collectible. Impairment is made on the
expected credit losses, which are the present value of the cash shortfall over the expected
life of the financial assets.

The impairment provisions for financial assets are based on assumption about risk of default
and expected loss rates. Judgement in making these assumption and selecting the inputs to
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the impairment calculation are based on past history, existing market condition as well as
forward looking estimates at the end of each reporting period.

Insurance claims
Insurance claims are recognised when the Company has reasonable certainty of recovery.

Impairment reviews

An impairment exists when the carrying value of an asset or cash generating unit (‘CGU”)
exceeds its recoverable amount. Recoverable amount is the higher of its fair value less costs
to sell and its value in use. The value in use calculation is based on a discounted cash flow
model. In calculating the value in use, certain assumptions are required to be made in
respect of highly uncertain matters, including management’s expectations of growth in
EBITDA, long term growth rates; and the selection of discount rates to reflect the risks
involved.

M. NO
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7 | Equity Share Capital _

" No. of Shares |, % Holding  No. of Shares "% Holding
B AJanta Pharma Ltd., India ~ _ _ 60,000,000 ~ 100.00 | 60,000,000 | 100.00
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Kl ; Trade Payables — o - 1 ¥ .
Trade Payables to Related Party 190.55 | 612.84
190.55 ! 612.84
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" Stock-in-Trade T | 3319.19 | 2,117.09
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| RepairstoOthers B e - . 8.91 28.96
- insurance o B 0.91 | L 370
B “Exchange Difference (Net) s iis59
B Miscellaneous Expenses 3.4 45.12
208.97 598.64




Ajanta Pharma Nigeria Ltd.

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

16.

17.

18.

Capital Management

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 equity shareholders. The board of directors seeks to maintain
a balance between the higher returns that might be possible with higher levels of borrowing and the
advantages and security afforded by a sound capital position. Company’s target is to achieve a return on
capital above 30%; in 2018-19 the return was -38% and in 20]7-18 the return was 137%

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

Company’s policy is to keep the ratio below 1.00 and its adjusted net debt to equity ratio at 31 March

2019 was as follows. Tin Lacs
Particulars 31 March 2019 | 31 March 2018
Debt (Debt + Current Liabilities) 333.32 1,444.80 |
Less: Cash and Cash equivalents 88.3] 487.33
Net Debt A 245.02 957.47
Equity B 114.93 162.29
Net Debt to Equity ratio A/B 2.13 5.90

Earnings Per share (EPS):

The numerator and denominator used to calculate Basic and Diluted Earnings per Share:

Particulars 31 March 2019 | 31 March 2018
Basic and Diluted Earnings Per Share: 5
Profit attributable to Equity shareholders- for Basic EPS (% A (31.65) 155.62
in Lacs)

Add: Dilutive effect on profit (X in Lacs) B Nil Nil
Profit attributable to Equity shareholders for computing | C=A-B (31.65) 155.62
Diluted EPS (2 in Lacs)

Weighted Average Number of Equity Shares outstanding - D 6,00,00,000 6,00,00,000
for Basic EPS

Add: Dilutive effect of option outstanding- Number of E Nil Nil |
Equity Shares

Weighted Average Number of Equity Shares for Diluted | F=D+E 6,00,00,000 6,00,00,000
EPS

Face Value per Equity Share (NN) ] I
Basic Earninps Per Share ) A/D (0.05) 0.26
Diluted Earnings Per Shares (3) C/F (0.05) 0.26

Employee Benefits

As required by Ind AS 19 ‘Employee Benefits’, the Company offers its employees: Short-term employee
benefits - These benefits include salaries and wages and other allowances which are paid immediately.
The total consideration paid in 2018-19 was 2 2.95 Lacs (Previous Year ¥ 7.85 Lacs).

Retirement plan - No provision has been made in respect of employee retirement benefits as employees
are not eligible for such benefits. Besides the company does not have any iQn scheme or any
contracted agreement binding itself to the employees.
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19.  Financial Instrument — fair values and risk management

Fair value measurements Tin Lacs

31 March 2019 31 March 2018
Financial Instruments by category FVTPL Amortised FVTPL Amortised

Cost Cost

Financial Assets
Trade Receivables - 350.00 - 1,114.96
Cash and cash equivalents - 88.31 - 487.33
Total Financial Assets - 438.31 - 1,602.29
Financial Liabilities
Other Current Liabilities - 142.77 - 831.95
Trade Payables - 190.55 - 612.84
Total Financial Liabilities - 333.32 - 1,444.79
Fair Value Hierarchy Tin Lacs

31 March 2019 31 March 2018
Financial assets and liabilities measured at Level Level
fair value

| I 111 1 11 111

Financial assets
Non recurring fair value measurement
Trade Receivables - - 350.00 - - 1,114.96
Cash and cash equivalents - - 88.31 - - 487.33
Total Financial Assets - - 438.31 - - | 1,602.29
Financial Liabilities
Other Current Liabilities - - 142.77 - - 831.95
Trade Payables - - 190.55 - - 612.84
Total Financial Liabilities - - 333.32 - - 1,444.79
Level ) — The hierarchy in level 1 includes financia) instruments measured using quoted prices. This

includes mutual funds that have quoted price. The mutual funds are valued using the closing NAV,

Level 2 — The fair value of financial instruments that are not traded in an active market (like forward
contracts) is determined using valuation techniques which maximise the use of observable market data
and rely as little as possible on entity-specific estimates. If all significant inputs required to fair value as
instrument are observable, the instrument is included in level 2.

Level 3 — If one or more of the significant inputs is not based on observable market data, the instrument
is included in level 3. This is the case for unlisted equity securities, etc. included in level 3.

A. Finapcial risk management
Company has exposure to following risks arising from financial instruments:
¢ Credit risk
e Liquidity risk
» Market risk

Risk management framework
Company’s board of directors has overall responsibility for the establishment and oversight of the
Company’s risk management framework. Management is responsible for developing and monitoring the
Company's risk management policies, under the guidance of Audit Committee.
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Company’s risk management policies are established to identify and analyse the risks faced by it, to set
appropriate risk limits and controls and to monitor risks and adherence to limits. Risk management
policies and systems are reviewed regularly to reflect changes in market conditions and the Company’s
activities. Company, through its training and procedures aims to maintain a disciplined and constructive
control environment in which all employees understand their roles and obligations.

Company’s Audit committee oversees how management monitors compliance with the Company’s risk
management policies and procedures, and reviews the adequacy of the risk management framework in
relation to the risks faced by the Company. The audit committee is assisted in its oversight role by
internal audit. Internal audit undertakes both regular and ad hoc reviews of risk management controls
and procedures, the results of which are reported to the audit committee.

ii.

Credit risk

Company's credit risk ts minimal. The trade receivables arise mainly from transactions with its
approved customers. The maximum exposure to credit on these transactions is equal to the carrying
amount of these financial instruments. Customers are subject to stringent financial, credit and legal
verification process. In addition, trade receivable balances are monitored on an ongoing basis to
ensure timely collections. Accordingly, the Company’s exposure to bad debts is not significant.

With respect to credit risk arising from other financial assets of the Company, which comprise cash
in banks and receivables (except for advances to suppliers), the Company’s exposure to credit risk
arises from default of the counterparty, with a maximum exposure equal to the carrying amount of
these instruments. The Company limits its exposure to credit risks by depositing its cash only with
financial institutions duly evaluated and approved by the Board of Directors. The Company’s
receivables is minimal since no default payments were made by the counterparties. An impainment
analysis is performed at each reporting date on an individual basis for major clients,

Liquidity risk

Liquidity risk is the risk that the Company may not be able to meet its present and future cash and
collateral obligations without incurring unacceptable losses. The Company’s objective is to, at all
times maintain optimum levels of liquidity to meet its cash and collateral requirements. The
Company closely monitors its liquidity position and deploys a robust cash management system.
Presently the Company has existing long-term loans that fund capital expenditures. Working capital
requirements are adequately addressed by internally generated funds. Trade receivables are kept
within manageable levels.

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. The objective of market risk management is to manage and contro] market risk
exposures within acceptable parameters, while optimising the return. Financial instruments affected
by market risk include loans and borrowings, deposits, investments, and derivative financial
instruments. Company’s activities expose it to a variety of financial risks, including the effects of
changes in foreign currency exchange rates and interest rates. All transactions are carried out within
the guidelines set by the risk management committee.

The sensitivity analysis have been prepared on the basis of derivatives and the proportion of financial
instruments in forejgn currencies are al] constant. The analysis excludes the impact of movements
in market variables on the carrying value of postemployment benefit obligations, provisions and on
the non-financial assets and liabilities. The sensitivity of the relevant income statement item is the
effect of the assumed changes in the respective market risks. This is based on the financial assets
and financial liabilities held as of 31 March 2019 and 31 March 2018.
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20.

21.

22,

23.

a) Currency risk

The Company’s foreign exchange risk results primarily from movements of the Nigerian Niara
against the US dollar with respect to US dollar denominated financial assets and habilities. The
Company’s transactional currency exposures arise from its inventories which is 100% purchases
from Holding Company in US dollar. The Company regularly reviews the trend of the foreign

exchange rates.

The following table analyses foreign currency risk as of 31 March 2019 and 31 March 2018:

Tin Lacs
Particulars 31 March 2019 31 March 2018
Trade Payables (190.55) (612.84)
Net Assets / (Liabtlities) (190.55) (612.84)

For the year ended 31 March 2019 and 31 March 2018, every percentage point depreciation /
appreciation in the exchange rate between the Nigerian Naira and respective currencies has
affected the Company’s incremental profit before tax as per below:

Tin Lacs

Year Chanpe in currency exchange rate Effect on profit before tax
31 March 2019 +25% / (-25%) 47.64 / (47.64)
31 March 2018 +25% / (-25%) 153.21/(153.21)

Note on foreign currency exposures on assets and liabilities:

During the year, the Company has not entered into Forward Exchange Contract. The year-end foreign
currency exposures that have not been mitigated by a derivative instrument or otherwise are as below:

i Foreign Currenc :
Particulars ¥ Ikers Anﬁt in Lacs ’ Foreign
31 March 2019 | 31 March 2018 | 31 March 2019 | 31 March 2018 | C"F"eY
Amount 190.55 612.84 2.76 9.40 USD
Payable

b) Interest rate risk

<

The Company have no borrowings and hence there is no interest rate risk.

¢) Prce risk

Company does not have any exposure to price risk, as there is no equity investments.

Disclosure for operating leases under Ind AS 17 - “Leases”:

The Company have taken a premise under operating lease. The lease is for a period of 12 to 24 months
and are renewable upon mutual consent of the parties. There are no contingent rents. The lease payments
of T3.00 Lacs (Previous Year  6.37 Lacs) are recognised in Statement of Profit and Loss under “Rent”
under Note 15.

Contingent Liabilities and commitments:

There are no contingent liabilities and commitments by the Company.
Related party disclosure as required by Ind AS 24 are given below:
A) Relationships:

Category 1 — Holding Company & Fellow Subsidiary
Ajanta Pharma Ltd., India (Holding Company)
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B) Following transactions were carried out with related parties:

Tin Lacs

Sr. No. | Particulars Category 31 March 2019 31 March 2018
1. Purchase of Goods: '
Ajanta Pharma Ltd., India | 202.09 926.74 |
|
2. Equity Share Capital: |
Ajanta Pharma Ltd., India I NIL 100.65 |

C) Amount outstanding as on 31 March 2019 Tin Lacs

Sr. No. | Particulars Category 31 March 2019 31 March 2018 |
1. Trade Payable : '1
Ajanta Pharma Ltd., India I 226.59 612.84 |

24, The Company has one segment of activity namely “Pharmaceuticals”
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