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CHARTERED PROFES SIONAL ACCOUNTANTS
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Chartered Professional Accountants of Ontario

INDEPENDENT AUDITOR' S REPORT

To the Shareholder of Ranbaxy Pharmaceuticals Canada Inc.

We have audited the accompanying financial statements of Ranbaxy Pharmaceuticals Canada Inc.
(the "Compãfly"), which comprise the balance sheet as at March 31,2017, and the statements of
(loss) income and retained earnings, and cash flows for the year then ended, and a summary of
significant accounting policies and other explanatory information.

Managemenlt s Respo nsib ility for the Fínøncial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with Canadian accounting standards for private enterprises, and for such internal control
as management determines is necessary to enable the preparation of financial statements that are free

from material misstatement, whether due to fraud or error.

A uditor ts Responsíbìlity

Our responsibility is to express an opinion on these financial statements based on our audit. We
conducted our audit in accordance with Canadian generally accepted auditing standards. Those

standards require that we comply with ethical requirements and plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures

in the financial statements. The procedures selected depend on the auditor's judgment, including the

assessment of the risks of material misstatement of the financial statements, whether due to fraud or
error. In making those risk assessments, the auditor considers internal control relevant to the entity's
preparation and fair presentation ofthe fînancial statements in order to design audit procedures that
are appropriate in the circumstances, but not for the purpose of expressing an opinion on the

effectiveness of the entity's internal control. An audit also includes evaluating the appropriateness of
accounting policies used and the reasonableness of accounting estimates made by management, as

well as evaluating the overall presentation of the financial statements.

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

for our audit opinion.

Opinion

In our opinion, the financial statements present fairly, in all material respects, the financial position
of Ranbaxy Pharmaceuticals Canada Inc. as at March 31,2017, and the results of its operations and

its cash flows for the year then ended in accordance with Canadian accounting standards for private
enterprises.

3ß c0 fß LES 3.r0 ftr¿' c,ßf,/<trrr2f

Richmond Hill, Ontario
April19,2017
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Ranbaxy Pharmaceuticals Canada fnc.

BALANCE SHEET

As at March 31,2017

2017
$

20t6
$

ASSETS

CURRENT

Cash

Accounts receivable - trade, no allowance Qr'lote 7)

Inventories Q,{ote 3)

Prepaid expenses and deposits

Government remittances receivable

3,264,261

4,543,937

10,788,948

377,797

566,029

6,022,099

8,204,580

13,573,309

tssA39
49t,241

PROPERTY AND EQUIPMENT Note 4)

19,540,972

17,668

28,446,657

46,733

19,558,640 29,493,390

LIABILITIES AND SHAREHOLDER'S EQUITY

CURRENT

Accounts payable and accrued liabilities Note 7) 12,708,734 20,399,909

Shareholder's Equity
Share capital Q,{ote 5)

Retained earnings

2,250,100

4,599,806

2,250,100

5,853,381

6,849,906 9,103,491

190558,640 2g4g3,3g0

Contingencies Q,{ote I 0)

See accompanying notes

On behalf of the Board:

Director

'MsRco
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Ranbaxy Pharmaceuticals Canada Inc.

STATEMBNT OF (I-,OSS) TNCOME A¡ID RETATNE] EARNINGS

Year errded M¿rcli 3I.2017

20t7
$

2016

$

RÐI{gNT]S

Prodr¡ct sales

Cost of s¿bs

38,244,943 47,896415

3352t42829.950 ,152
GROSS PROF'IT 8,293,891 t4,3749&7

E)trENSÐS

Sellirrg, geneml and adrninisüative $,loles 6 and 7)

Intercst and bank charges

Inlerest income

Foreþ exchange bss

Amortizafbn

9,429,656
16,4&9

(48,271)

126,156

23,516

12,500,869

t5,867

(s7.oo1)

269482

56,154

9,347,466 12385371

(LOSS) INCOME BEFORE TAX (1,233,515) 1,589.616

INCOME TÐ(ES
Cuxent {Nore B)

Futiue (Nore B)

NET (LOSS) TNCOME
RETÂ.INE:} EA.RNINGS, BEGINNING OF' YEAR

(1,253,575)

5,853,381

1,589,616

4263,765

RETÂINßD EÅRNINGS, END OF YEÄR 4,599"806 5.8-53.381

See accotrpanying n o tes

'','',ffiSRCO
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Ranbaxy Pharmaceuticals Canada llc.

STÄTEMENT OF CÁ.SH FLO\ryS

Year ended Marth 31,2*77

2017
s

2At6
s

OPERATINGÁ.CTIVITIES

Net (bcs) incme
Itenx not affecting cash:

Arprtiztbn

{I.,253,575) 1.589$16

23,516 56,154

(1,230,059) t{A537t
Clranges in non-cash working capital bah¡rces rehted to

operatbrs:

Accorurts receii¡abþ and otfier receivabþs

Lrventories

Prepaùt eryenses and deposits

Incone taxes recoverabþ

Accornrß mvabb and accn¡ed liabüitbs

3,595,E55

2,1t4,361
(¿22,338)

17.68r,r.75)

582,858

5.98s99s

48,200

540,00CI

{4286.110)

Cash fhi¡'ftxed by) fromo¡erating activitþs (2,763,3761 45t6Jt3

INI¡ESTTNGACTIVITTE$
Proceeds û'om disposal of prwerty a¡rd equipneff 5,549

Casb fkxr provided bv bvestine activifþs 5,549

(DECREÄ.SEy rNCRIÁ.SE IN CÁ,SH

CASTT BECTI¡NING OF' YEÁ,R
12,757,827'
6.022.088

45163t3
1505.375

CÁ.SH, ENB OF'YEAR 3,264,261 6,U22ß88

See accornpanying notes

t"i,:'#SRCO
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Ranbaxy Pharmaceuticals Canada Inc.

NOTES TO FINANCIAL STATEMBNTS

March 31,201?

1. I}ESCRIPTION OF BUSINESS

Ranbaxy Pharmaceutjcals Calada Inc. (the "Compa*y") was incorporated utrder the laws
of the Province cf Ontario cn December ï2.2002.Ifs ultim¿te parent colìpa$y is Sun
Plurmaceutical hrdr¡stries (the "Parent"). Tlre Coryany's mait activity is malketicg and
dis{ribution of pharmacexticat produc{s.

2. SUMMÀRY OF SIGNIFICANT ÄCCOUNTING POLICIES

These financiñl stafements liave been preparcd in accordatce with Canadian accounting
standards for private enteiprises a¡rd include the following sigrificartt accounling policies:

C*sh

Cash inclxles cash on hând and b¿lances held in a financial institution

Revenue recog:rifian

Revenr¡e fiom the product sales is lecognized when si¡nrificant risk and rewards in respect
to ownership of tlre products have been passed to the customer, and when fhe following
cri¡eria have been met:

r persuasive evidence of an ærangement exists:
r tlrere ruþ tro si¡grificant obligations reinaining;
r tlre prÍce is fixed *nd detenüinable; and
r colleclability is reasonably assured

Revenue &om product sates is recoggrized net of provisioas for estim*ted disccunts,
returns. rebates and chargebaclc offered to wholesale custürers.

Inventories

Inventories, comprising cf fnished goods, are rueâ$iled at the lower of cost and net

realizable value. Cost is determined o¡r a moving âveråge basis" The cost of inventories
includes ûcigbt and any otha directly attribuTable costs. Net realizable value is defermined
or a basis of estirnated selling pricss, less costs rìccessary 1o make the sale. Wlrcn
circunst¿nces whieh previously caused invenlories ta be written down below cost no
longer exist, the previous inçainnent is reversed.

..&SRCO
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Ranbaxy Pharmaceuticals Can¿da Inc.

NOTES TO FINANCIAL STATEMENTS

March 31, 2017

2. SUMMARY OF SIGNIFICANT Ä.CCOUNTING POLICISS (coutiauert)

Property and equipment

Property and er¡uipmeat are sfated at cost less accwnulated amo:tizatioa. Froperty and
equipurcnt are amo¡tized over their estimated usef*l lives at the following rates ærd

methcds:

Fwninre arid fixfues
Office eçripment

5-10 years
3-10 years

Silaighlline
S{rai¡filJiue

fmp*irmenú of long-lived assefs

Long-lived assets consist of property and equipment- Long-lived assets Leld for use are

nrcas¿ued ¡nd amortized as described in the applicable accomting policies.

The Corirpany performs impairmsnï testing on longJived assefs held for use wherrever
events or changes ia cfu'c*mstulces iadicate that 1he canying anrornt of an asset. or €troup
of assets, rnay tot be recoverable. The canying amount of a long-lived asset is not
recoverable if the carrying amoüü exceeds the sum of the u¡discoturted fi¡hue cash flo¡¡vs

fiom its use and disposal. If the carrying amcunt is not recoverable, intpairment is tlrcn
meas::red as tLe arnourt by which tlrc asse:'s canying amormt exceeds its fâi'va1ue. Fair
value is measured r¡sir:g prices for similar items. Arry impaimrent is included in net (loss)
inconre for the year.

fncome trxe,ç

The Corrçany accolnJs for income taxes using the flrTr¡re income taxes method. Under flds
urcthod, fuTure iucome tåx åssets and liabilities are recorded based on teruporâry
differcnccs befi¡veen the carryir:g a¡nount of l¡ai*nce sheet items and tlteir conesponding
tax bases. In addition, the fr¡true bcnefits of income tâx assefs, incl*ding unused tax losses,

are lecognized" subject 1o a valuation âllowrurce, to the exteet that it is more likely than not
th*l such fun:re benefits will ultimately be realized. Fuftue incame tax assets and liabiüties
are measru'ed using subslantiveþ eiracted tax râtes and laws expected to apply wlren the
tax liabilities or flssets are to be eilher settled or realized"

.:.',$SRCA
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Ranbaxy Pharmacenticals Canada Inc.

NOTES TO FINANCIAL STÁ.TEMENTS

March 31,2Ðt7

2. Stn{}\{ARY OF SIGi\II3.ICÄNT ACCOLINTING PÛLICIES (coutinuet}

Foreign currency translsfion

These finalrcial statemests lnve been presented in Canadian dollars, tlte Company's
firlctional üxr€rlcy.

Transaction amorxrTs detomiruted in foreiga curre¡rcies ¿re translated into thefu'Catmdian

dollar equivalents at exclmrge rates prevailiag at tlrc tr*nsacticn dafes. Carrying values of
moilefåry assets a¡td Tal¡ilities reûect lhe exchange råtes at the balance sheet date. Gains

and losses resulting frorl crulency ransluion are included in the stnteoresf of (loss)

income.

Use of eslimates

The preparation of filunci¿l slatements itr coaformify with Canadial acco*ntitlg standards

for private enterprises requires rüäìagemeflt to mñke estimates and assrxnptioss that affect
the reporled amounts of asseTs and liabilities and disclosue of confingenf assets and

liabilities ¿T lhe d¿te of the financial statemcnts, and tlre reported amounts of reveirues and

expenses úriag flrc year.

These estiuntes andassuryliorx arçreviewedpedadically. which includeestimateduseñú
lives ofproperty and equipmenT, allowance for doubtñrl accounts. provisions for inventory
obsolescerre, valualion allowance for future tax benefits *nd accruals, and as adjustrnertts

become necessary lhey are reported in ¡ret (loss) income ir the year in wltich they beconre

know¡r. Ach¡¿l resuks may v¿uy frorn the current estinlales.

Fin*ncial instruments

The Conryany initiatly measurcs ¿11 its fim:rcial assets a:rd lial¡ilities at fair v*lue, exce.pt

for certain lelated party tr¿nsactions that are measu'ed al the carryirtg amounf or exchange

amorxrt, as appropriate^

The Conrpariy subseq*ently ureasures all its fi¡rancial assets and financial tiabilities af cost
or amortized cost.

Firancial flssets measr¡red at cost o¡ amortized cost incl¡:des cash and ãccotrnts receivable.

Fllancial tiabilities measruçd at cost or a¡ncrtized cost i¡ìcludes accounts payable and

accn¡ed liabilities.

#ÉsRco

Page | 7



Ranbaxy Pharmacenticals Can¿da fnc.

NOTES TO FINANCIAL STATEMENTS

Ma¡çh 3I,ZAI7

2. SUMMARY OF SIGI{IFICÁNT Á.CCOI"INTING POLICIES (continued}

frepcirment of fïnancisl instraments

For financial assets measured al cost or ænorlized cost are lested for iryairment wben
there are indicators cf inrpairmenf. Tlrc amowrt of write{own is recngnized fu net floss)
income. A previously leccgaized inqraimreat loss may be reversed To the extent of
inpravemart, directly or by adjusti*g the allowance account. provided it is no greater ttmn
the amou¡lt lhat wo*ld have been r'çorted at tlte dafe of the roversat had the inpairment
not been recognized previously. The anlormt of the reversal is reco¡ufzed il net (loss)
income.

3.IÌ{VENTORIES

2tt7
s

2ßt6
s

Finislrcd goods

Inventory obsobscerce

19,1L8,325 19288.147

f5J14.838){8,329 .377)

10,?88,948 13,573,3S9

The cost of inventories reco¡*ized ãs ân cxpe:lse and included in the cost of sales was

$29,95CI,152 (2016 - $33,521,428).

4. PROPERTY ÅNÐ EQUTPM3¡{T

Properly and equipment cottsist of the following:

Cast

$

Äccumul¿ted
smortizafion

s

2tl7 Net
book valut

$

201ó Nef
book value

s

Funihue and furhues

Offce equbï'¡ent

z8z,20t

481,585

{282201)
{463.gtn 17,668

6,838

39,895

763.786 f746-118) 17,668 46i33

.ffisRco
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Ranbary Pharmaceuticals Can¿da Inc.

NOTES TO FII{ANCIAL STÁ.TEMENTS

March 3l^2t17

5. SHÂ.RE CAPITAL

Share capital consists of the following:

24fi
$

2816

s

^åufhorized:
Unlimited Cornmon shares

Issurd:
2,?50,1 û0 Cornrnon shares 2,250.tüû 22sû.1m

6. EMPLOYEE F.UTIJRE BENEFITS

The Company particþtes in a registeted savings plan covedng substantially alt eligible
en:ployees. The plaa allows for employees to contribr¡te up to 18% of thcir arurual eamirys
fo the plan srbject to the stamtory limits iryosed by Ífte tax autho¡ities. The Coryauy
makes optional contributions of trp to 3% of flle aurual earnings of the an:ployees. After
two years of service, the erylcyees are fully vested with their share of the Conryanyl
co¡:tibutions.

Contrib¿tions expensed by the Compar:y druing the year were $27,8ó5 (2016 - 577,734)
and are incli:ded in selliag, general and administr¿five expenses.

7. RSLATEB PÅRTY TRÁ.NSACTTONS

The folloirying is a summâry of the Conrpany's related paffy transactions. They are

considered fo be related party trznsactions since the Parer* lms the abilþ 1o eirercise

sipificantinflaeace throug}its oumership ofslmles andpresence anthe boardcfdirectors.

hrcluded in acconûts receivable is $lril (2016 - S398,406) owing fron the Palent Comparty.

lncludedinaccountspayable is $1,879,853 Q0l6- $nil) cwedto tlre Partntand $1,171.142
(2016 - 57,727,807) awedto a subsidiary of the Palent, respectively.

Irrcluded in cost af sales for the year are $15,55CI,316 GAß - $13.065,755) of pruchases

fron tlre Parent and $1,482,553 (2û16 - i3,139,720) ofpurchases tom a subsidiaty of the

Parent.

",'ffisnco
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Ranbaxy Pharmaceuticals Cantda fnc.

NOTES TO FINA.NCIAL STA.TEMENTS

Marçh 31,2017

7. RELATEI) PÁ,RTY TRA ISA.CTICINS (continued)

Included in sales for the yeår åre $nil (2t16 - $18,138) in saryle sales to the subsidiary af
fhe Parent.

Included in selling, general and a&nidsfiative expenses for the yeff âre $753,32i (2016 -
S1,309,276) in management and serr¡ice fees paid to a subsidiary of the Parent.

I¡rcludedi¡r sellilg, geleralud adninistrative expenses forthe crurentyeår ffe $3,019,647
(2016 - $nit) in operaticnal costs paidto another subsidiaryof tLe Paletrt.

These lransncfions were in the normat couJse of operations and meastued at the exclnnge
â ount, which is the a¡rrcunt of considerafion establislred and a¡reed to by the related
pafies.

The balances rcceivable and payable are unsecured, no*inferest bearilg and have no set

tenn ofrepayment.

S.INCOME TA)(ES

Future income taxes represent the *ríue iacame tax bercfits of tempolary differences
belweeil tax and accounting bases of assets and li¿bilities consisting of:

28t?
$

201ó

$

Futtue income taxes - cunent

Reserves on accounts receivabþ

nct deductrbþ for ùiconre taxes 732,16* 7s5366

Futwe income taxes - [otr-cwlent
Excess of curyingvahrc over fax

basis ofproperf and equþrnent

Non-capital losses ca¡rþd forward

r5,555

1.199.567

15.204

845.452

1.2t5.122 860.656

Fufure income tax beneflts

Va[¡aticn albwance

1,947,282 l,6t6.4ZZ
(rß16-422\(L,947 .282)

The effective income t*x râte as a p€rcentage of taxable inco¡rte beforc incorne taxes is
26.s% (?016 - Z6-sW.

Page | 10
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Ranbaxy Pharmaceuticals Canada Inc.

NOTES TO F'INANCIAL STATEMENTS

March 31,,ZAL7

8. :NCOME TAXES (confiriued)

The Companyhas approximately $4.5?6,669 Q0L6: $3,19û.384) operating losses avail¿ble
to be canied forward to fl¡ttue years. The benefits of these losses will be recopized in tlrc
period in which reaüzed due to uncertninty as io tlleil realization. Accodingly the
Coryaly lms take¡r a ñ¡ll valuation allowance a¡rd has not ¡ecorded ñtture tax asset as at
March 31,2t17.

9. ECONOMIC DEPENDENCE

Af Mårch 31. 201?, three c¿stomers (2016 - tluee) account for approximaæly 89% (2016

-77%) of accounts rcceiv¿b1e a*d tluee crxtome¡s (2016 - three) accorurt for approximately
64% (2tI6 - 6SW of gtross sales druing the year tllen ended. Two of these conrpanies are

warehouse distribr:tors who sell to the ultirüate cusTorners.

Lrventory puclmses from related parties accounted far 52o/a QAI6 - {BW of the pruclmses

for the year ended March 3l, 201?. Approximalely l5&/o (2016 - 389o) of accou*ts payable
¿t year end are owing to tlre Parent coil{}âny and cotrmonly conTrolled subsidiaries. The

Cornpany's operatiols depend onpruclmses ficln various lelated parties.

10. CGNTINGENCIES

The Company, alolg wiflt other lelaæd parties, has beil n¿med as def€ßdæt in two
sepamte ploduct-related class actioa lawsuits. These lawsuits remain at an eârly stage, arrd

as litigation is subject to nuay uncerfainties, it is not possible to predict the ultim¿te
olìtcoilte of these lawsuits ol to estiunte the ¿mounT of loss, if any. Therefore no provision
lms been recogdzed in the financial statemenls.

1 1. FIN.å.NCIA.L INSTRUMENTS

The Comparry is exposed to various risks tluough its flnurcial instr:nnents. The followittg
uralysis provides â meâsure of the Company's risk expos::re and ccucentrations at the

balarrce sheet date, March 31,2}fi:

ffis$co
Page | 11



Ranbaxy Pharmaceuticals Canada Inc.

NOTBS TO FINANCIÂL STATEMENTS

March 3L.Z0L7

1 1. FINÂNCIÁ.L INSTRUMENT$ (contimred)

Cledif risk

C.redit risk is the risk fiat a countet pa:fy wilt fail to perform its cbligations" The Couçany's
main credit risks relate fc its accounts receiv¿ble and cash l¡alances. Tle C-oryarryprovides
credit to its ctients in the nonnal course of its operations. Ðuing the year ended March 31,

2017, tfuee customels {2016 - tluee) accouated for ó4o/* (2016 - 68W of revenues 3am
operatiorrs and tlree cu$Iomeß {2û15 - tiu'ee) accouuted for &ïa/o {2016 - 77W of tlre
aðcourts receivable ¿s at tlmt date. Credi.t risk is rlriniudzed by havilg large and stable

customers. The Company believes that there is ¡¡o u¡rusual exposure associa{ed wifh flrc
collection of these receivables. The Corirpany performs regular credit assessments of its
customers atd lirnits c¡edit extended rvhen dcemed necessary. The Company nrarta¡¡es tlre

credit risk fiom its cash balances by maintaining its accotutts with credit wortby and highty
reputable firu¡rcial iastitutions.

Cnrrrncy rirk

Crurency risk is the risk tlut tlre fair value or ft¡ture cash flows of a financial instrulrent
will fluctuate because of changes fu foreign excharge mtes. The Courpany enters into
pwchase transactiars denonrinated !r hrdiur Rupees {INR) and ïlrriæd States tollars
(USn) cutencies for whichthe rel*fed expeüse and accounts payable bala:¡ces arc subject

to exchange rate fluctuations. Ttre Conçany does not use dedvative instruments to reduce

its exposure to foreigl currcncy risk.

Cash and accounts payable held in Urdted St*tes dolla¡s ãs ai yeålend are as fcTlows:

2û17
USÐ $

2016
USD$

Cash
Accounts payable

481,918
1,308,358

887,401
5.769.847

Related expensôs held in Uüited Staled dollax as at tlie year end are as follows:

2817
I'SD S

2016
USDS

Ruchases
ManaganenT fees

1,141,060
573.284

2,643,789
988-1Ï 3

"',,t,,r1@8FlCO
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Ranbaxy Pharmaceuticals Can¿da Ilc.

NOTES TO FINÄNCIÁL STATEMBNTS

March31,2017

1 1. FINÁ.NCIAL INSTRUMENTS (corrtinued)

Liqdditv Risk

Lrquidity rjsk is the risk that an entity will encourttr difficulfy in meeting obligatiotis
associated with fl:rancial liabilities. The Company is exposed tc fliis riskmainly in lespect
of its accor:ats payable. The Cnmpuly ftaruges liquidity risk by maintairring sufficient
cash on lmnd to setfle obligations as fltey arÍse

Interst Rate Risk

Lltere$t rate risk is the risk that tlrc value of a financial bstnmrent nighr be adversely
aJfected by a change in the i¡ærest råtos^ In seeking to n¡ininúze ths risks fiom i¡rterest

rate fluctuations, the Coryury lrtarflges exposure :Iuougb its nounal operating and

financing activiTies. The Comparry is exposed to interest rate risk plinurily tbrough ifs
floating interest rate overd¡a* and business liae of c¡edit facitity That it utilizes.

",'ffisRco
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Directors Report

Your Directors have the pleasure in presenting the Financial Statements for the year

ended March 31,2017.

WORIíNG RESULTS
Year Ended March.31

Canadian Dollars
2017 2016

(12 months) (12 months)

Net Sales

Net Loss before undernoted and income taxes

Other income (expenses)
Foreign Exchange (loss)
Other income

Net Loss before income taxes

lncome taxes
Current
Future

Net Loss for the year

(1,253,575) 1 ,589,616

38,2M,043

(1,331,460)

126,156
Ø8.271)
77.885

47,896,415

1,802,097

269,482
(57.001)

212.481

(0)
(0)
(0).

(0)
(0)
(0)

$ (1,253,575) $ 1,589,616

Retained earnings (deficit), beginning of year

Net Loss for the year

Retained earnings, end of year

Dividend
No dividends have been declared for the year

$ 5,853,381 $

(.253.575]'

4,263,765

1.589,616

$ 4,599,806 $ 5,853,381

Changes in Capital Structure
There were no changes to the Company's capital structure in20l7

Acknowledgement
The Directors commend the continued commitment and dedication of employees at all
levels. The Directors also wish to acknowledge with thanks all other stakeholders for
their valuable sustained support and encouragement and they look forward to receiving
similar support and encouragement in the years ahead.

Ajay Vashisht
Director
ïthMay,20I7


