JUBILANT PHARMA LIMITED

Condensed Consolidated Balance Sheets

(All amounts in United States dollars, unless otherwise stated)

Current assets

Cash and cash equivalents

Trade accounts receivable, net
Inventories

Restricted cash

Due from related parties

Prepaid expenses and other current assets
Total current assets

Property, plant and equipment, net
Goodwill

Intangible assets, net

Restricted cash

Due from related parties

Deferred income taxes

Other assets

Total assets

Liabilities and stockholders' equity

Current liabilities

Short term borrowings

Current portion of long term debt
Trade accounts payable

Due to related parties

Deferred revenue

Accrued expenses and other current liabilities

Total current liabilities

Long term debt, excluding current portion
Deferred income taxes

Other liabilities

Total liabilities

Stockholders’ equity
Common stock
Additional paid in capital
Retained earnings

Accumulated other comprehensive income/ (loss)

Total stockholders' equity
Commitments and contingencies
Total liabilities and stockholders’ equity

See accompanying notes to the condensed consolidated financial statements

(Unaudited)

As of

Notes December 31, 2016

As of
March 31, 2016

5 34,396,825 29,363,061
7 87,900,291 96,353,664
8 110,003,369 103,956,424
6 54,679 69,821
23 996,688 593,670
9 20,060,070 38,620,861
253,411,922 268,957,501

10 260,128,868 260,725,703
11 152,178,485 155,979,959
11 3,122,023 4,108,810
6 2,197 2,252
23 47,843,368 -
22 33,621,443 28,597,136
1,173,122 1,363,760

751,481,428 719,735,121

16 5,998,035 45,701,814
15 12,187,009 24,815,076
30,157,430 31,419,532

23 16,171,089 20,130,328
2,286,913 2,700,373

14 39,254,640 45,798,052
106,055,116 170,565,175

15 384,517,058 326,684,718
22 6,109,506 6,320,763
19,334,066 14,955,739

516,015,746 518,526,395

19 326,758,094 326,758,094
(70,231,050) (70,238,455)

19,888,148 (23,300,677)

(40,950,410) (32,011,136)

235,465,682 201,208,726

25 - -
751,481,428 719,735,121




JUBILANT PHARMA LIMITED
Condensed Consolidated Statements of Income
(Unaudited)
(All amounts in United States dollars, unless otherwise stated)

Three months ended Three months ended Nine months ended Nine months ended

Notes December 31, 2016 December 31, 2015 December 31, 2016 December 31, 2015
Revenues, net 119,169,627 103,158,372 350,273,582 334,551,166
Cost of goods sold 13 65,035,052 59,087,451 189,434,444 187,962,875
Selling, general and administration expenses 13 17,232,794 15,573,029 48,844,369 46,944,150
Research and development expenses 13 7,629,224 5,677,093 21,701,026 18,859,552
Other operating income, net 20 1,675,406 4,844,825 5,594,709 8,130,196
Depreciation and amortization 10,11,13 5,679,022 5,856,027 17,559,111 18,132,219
Income from operations 25,268,941 21,809,597 78,329,341 70,782,566
Other (income)/expenses, net 21 9,053,148 10,447,401 22,645,389 24,493,544
Income before income taxes 16,215,793 11,362,196 55,683,952 46,289,022
Income tax expense 22 5,200,195 2,694,080 12,495,127 7,642,124
Net income 11,015,598 8,668,116 43,188,825 38,646,898

See accompanying notes to the condensed consolidated financial statements



Net income

Other comprehensive loss:
Currency translation adjustments
Other comprehensive loss
Comprehensive income /(loss)

JUBILANT PHARMA LIMITED

Condensed Consolidated Statements of Comprehensive Income/ (Loss)

(Unaudited)

(All amounts in United States dollars, unless otherwise stated)

Three months ended
December 31, 2016

Three months ended
December 31, 2015

Nine months ended
December 31, 2016

Nine months ended
December 31, 2015

11,015,598 8,668,116 43,188,825 38,646,898

(7,021,089) (2,504,225) (8,939,274) (8,256,564)
(7,021,089) (2,504,225) (8,939,274) (8,256,564)
3,994,509 6,163,891 34,249,551 30,390,334

See accompanying notes to the condensed consolidated financial statements




Balance as of April 01, 2016 (restated) *
Stock-based compensation expense
Comprehensive income /(loss):

Net income

Other comprehensive income /(loss):
Balance as of December 31, 2016

Balance as of April 01, 2015 (restated) *
Stock-based compensation expense
Comprehensive income /(loss):

Net income

Other comprehensive income /(loss):
Balance as of December 31, 2015

* - refer note 4

See accompanying notes to the condensed consolidated financial statements

JUBILANT PHARMA LIMITED

Consolidated Statements of Changes in Stockholders’ Equity

(Unaudited)

(All amounts in United States dollars, unless otherwise stated)

Common stock

Additional paid in

Retained earnings

Accumulated other

Total stockholders'

No. of shares Amount capital comprehensive income/ (10ss) equity

326,758,994 326,758,994 (70,238,455) (23,300,677) (32,011,136) 201,208,726
7,405 7,405
- - - 43,188,825 - 43,188,825

- - - - (8,939,274) (8,939,274)
326,758,994 326,758,994 (70,231,050) 19,888,148 (40,950,410) 235,465,682
326,758,994 326,758,994 (70,268,073) (72,020,824) (30,069,441) 154,400,656
- - 22,385 - - 22,385
- - - 38,646,898 - 38,646,898

- - - - (8,256,564) (8,256,564)
326,758,994 326,758,994 (70,245,688) (33,373,926) (38,326,005) 184,813,375




JUBILANT PHARMA LIMITED
Condensed Consolidated Statements of Cash Flows
(Unaudited)
(All amount in United States dollars, unless otherwise stated)

Nine months ended
December 31, 2016

Nine months ended
December 31, 2015

Operating activities

Net income 43,188,825 38,646,898
Adjustments to reconcile net income to net cash provided by/ (used in) operating activities

Depreciation and amortization 17,559,111 18,132,219
Unrealised foreign exchange (gain)/ loss, net 1,237,542 2,063,767
Deferred income tax charge/ (benefit) (1,071,306) (3,846,165)
Amortization of debt initiation costs 3,744,842 1,116,326
Expense on stock settled debt instrument 3,825,000 4,600,000
Allowance for doubtful receivables 202,352 170,414
Stock based compensation expense 7,405 22,385
Others, net (34,795) 1,211,333
Changes in assets and liabilities, net

Decrease/ (increase) in trade accounts receivable, net 6,932,109 (60,633)
Increase in inventories (7,496,439) (8,927,930)
Decrease in other assets 11,968,182 1,085,867
(Decrease)/ increase in trade accounts payable (948,256) 1,864,925
Decrease in other liabilities (14,783,824) (65,897,469)
Net cash provided by/ (used in) operating activities 64,330,748 (9,818,063)
Cash flow from investing activities

Movement in restricted cash 13,585 (29,080)
Purchase of property, plant, and equipment and intangibles (17,607,135) (19,002,587)
Proceeds from sale of property, plant and equipment 42,011 315,695
Proceeds from sale of investment 2,765,009 -
Loan given to related party (48,449,612) -
Investment in share warrants - -
Net cash used in investing activities (63,236,142) (18,715,972)
Cash flow from financing activities

Repayments of long term debt » (251,746,378) (40,656,219)
Proceeds from long term debt 295,233,723 55,231,568
(Repayments)/ proceeds from short term borrowings, net (39,161,279) 17,974,207
Short term loan from related party 1,300,000 -
Short term loans repaid to related party - (13,300,000)
Net cash provided by financing activities 5,626,066 19,249,556
Effect of exchange rate changes (1,686,908) (1,753,243)
Net increase/ (decrease) in cash and cash equivalents 5,033,764 (11,037,722)
Cash and cash equivalents at the beginning of the period 29,363,061 28,304,385
Cash and cash equivalents at the end of the period 34,396,825 17,266,663

~ Revolving credit facility of Jubilant HollisterStier LLC is presented on net basis.

See accompanying notes to the condensed consolidated financial statements




JUBILANT PHARMA LIMITED
Notes to the Condensed Consolidated Financial Statements
(Unaudited)
(All'amounts in United States Dollars, unless otherwise stated)

Organisation

Jubilant Life Sciences Limited (“Jubilant India”) is an Indian Company and the ultimate holding company of the
Jubilant Group which comprises of Jubilant India and its subsidiaries. Jubilant Group is a global Pharmaceutical
and Life Sciences player engaged in manufacturing and supply of Active Pharmaceutical Ingredients (“APIs™),
Generics, Specialty Pharmaceuticals and Life Science Ingredients.

During May 2005, Jubilant India incorporated Jubilant Pharma Limited (“JPL, Singapore” or “the Company”) in
Singapore as its wholly owned subsidiary which has since become an intermediate holding company for various
entities of Jubilant Group across the globe.

Jubilant Pharma through its subsidiaries in USA, Canada, Europe and India is engaged in manufacturing and
marketing of various pharmaceutical products and services like active pharmaceutical ingredients, dosage forms
(tablets and capsules), contract manufacturing of sterile injectables, allergy therapy products and
radiopharmaceutical products in various markets spread over United States, Canada, Europe, Asia and other
geographies identified on the basis of revenue earned.

The direct / indirect subsidiaries, partnerships of JPL, Singapore are as follows:

S. No. | Name of the entity Country of | Name of the parent | Date of incorporation/
incorporation company / investor acquisition by the
group
Subsidiaries
1 Jubilant HollisterStier LLC Unites States of | HSL Holdings Inc. May 31, 2007
America (USA)
Jubilant DraxImage Inc. Canada Jubilant Pharma Limited | May 28, 2008
HSL Holdings Inc. USA Jubilant Pharma Holdings | May 16, 2007
Inc.
4 Jubilant Clinsys Inc. USA Jubilant Pharma Holdings | October 4, 2005
Inc.
Draximage Limited, Cyprus Cyprus Jubilant Pharma Limited | September 12, 2008
Draximage Limited, Ireland Ireland Draximage Limited, October 20, 2008
Cyprus
7 Draximage LLC USA Draximage Limited, May 28, 2008
Cyprus
8 Jubilant DraxImage (USA) USA Draximage Limited, November 4, 2008
Inc. Cyprus
9 Deprenyl Inc., USA USA Draximage Limited, November 4, 2008
Cyprus
10 | 6963196 Canada Inc. Canada Jubilant DraxImage Inc. May 28, 2008
11 6981364 Canada Inc. Canada Jubilant DraxImage Inc. May 28, 2008
12 DAHI Animal Health (UK) | United Kingdom | Jubilant DraxImage Inc. May 28, 2008
Limited (UK)
13 Draximage (UK) Limited UK Jubilant DraxImage Inc. May 28, 2008




JUBILANT PHARMA LIMITED
Notes to the Condensed Consolidated Financial Statements
(Unaudited)
(All'amounts in United States Dollars, unless otherwise stated)

S No | Name of the entity Country of | Name of the parent| Date of incorporation/
incorporation company / investor acquisition by the
group
14 | Jubilant DraxImage Limited India Draximage Limited, September 9, 2009
Cyprus
15 Jubilant HollisterStier Inc. USA HSL Holdings Inc. October 1, 2009
16 Draxis Pharma LLC. USA Jubilant HollisterStier October 1, 2009
Inc.
17 Jubilant Generics Inc. USA Jubilant Pharma July 8, 2010
Holdings Inc
18 | Jubilant Life Sciences Switzerland Jubilant Pharma Limited | January 26, 2011
(Switzerland) AG,
Schaffhausen *
19 | Cadista Holdings Inc. USA e Jubilant Generics Inc. July 1, 2005
held 82.38% in Cadista
Holdings Inc. till
December 22, 2014
e Effective December 23,
2014, Cadista Holdings
Inc. became a 100%
subsidiary of Jubilant
Pharma Holdings Inc.
20 | Jubilant Pharma Holdings USA e Jubilant Pharma September 12, 2005
Inc. Limited holds 82%
e Jubilant Generics
Limited holds 18%
21 | Jubilant Cadista USA Cadista Holdings Inc. July 1, 2005
Pharmaceuticals Inc.
22 | Jubilant Generics Limited India Jubilant Pharma Limited | November 25, 2013
23 Jubilant Pharma Trading Inc. USA Jubilant Pharma Holdings | April 24, 2014
Inc.
24 | Jubilant Pharma NV Belgium ¢ Jubilant Generics June 20, 2014
Limited holds 77.65%.
e Jubilant Pharma
Limited holds 22.35%.
25 Jubilant Pharmaceuticals NV Belgium e Jubilant Pharma N.V., | June 20, 2014
holds 99.81%
e Jubilant Pharma
Limited, holds 0.19%




(i)

b)

JUBILANT PHARMA LIMITED
Notes to the Condensed Consolidated Financial Statements
(Unaudited)
(All'amounts in United States Dollars, unless otherwise stated)

S No | Name of the entity Country of Name of the parent Date of incorporation/
incorporation company / investor acquisition by the
group
26 PSI Supply NV Belgium e Jubilant Pharma N.V., June 20, 2014
holds 99.50%

e Jubilant Pharma
Limited, holds 0.50%

27 Jubilant Life Sciences China Jubilant Pharma Limited | March 25, 2004
(Shanghai) Limited

Partnerships

28 | Jubilant HollisterStier Canada o Jubilant HollisterStier May 28, 2008
General Partnership Inc.
e Draxis Pharma LLC
29 Draximage General Canada e Jubilant DraxImage Inc. | May 28, 2008

Partnership 6981364 Canada Inc.

Effective September 23, 2016, JPL, Singapore had transferred its wholly owned subsidiary marked as “*” above
to a company in Singapore (Jubilant Life Sciences International Pte. Limited (JLSIPL)), a wholly owned
subsidiary of Jubilant India.

Summary of significant accounting policies
Basis of preparation

The condensed consolidated financial statements have been prepared in accordance with U.S. generally accepted
accounting principles (U.S. GAAP) for interim financial information. Accordingly, they do not include certain
information and note disclosures required by generally accepted accounting principles for annual financial
reporting and should be read in conjunction with the consolidated financial statements for year ended March 31,
2016. The accompanying condensed consolidated financial statements have been prepared on a consolidated basis
and reflect the financial statements of Jubilant Pharma Limited and its subsidiaries and partnerships (collectively
hereinafter referred to as “the Group”) by retrospective adjustment for historical financial information of transfer
out of entities. Any differences between the consideration received and assets/ liabilities, transferred for such
common control transaction is adjusted through equity.

All intra-group transactions and balances are eliminated in preparation of these condensed consolidated financial
statements.

Use of estimates

The preparation of these condensed consolidated financial statements in conformity with U.S. GAAP requires
management to make estimates and assumptions that affect the reported amounts of assets and liabilities and
disclosure of contingent liabilities at the date of the condensed consolidated financial statements and the reported
amounts of revenues and expenses during the reporting period.




d)

JUBILANT PHARMA LIMITED
Notes to the Condensed Consolidated Financial Statements
(Unaudited)
(All'amounts in United States Dollars, unless otherwise stated)

Significant items subject to such estimates and assumptions include useful lives of property, plant and equipment,
useful lives of intangibles, fair value measurements for impairment assessment of long-lived assets/ goodwill,
valuation allowance for deferred tax assets, accounting for deductions from revenues (such as rebates, medicaid,
charge backs, price equalisations, sales returns and bill backs), allowances for doubtful receivables, assessment for
market value of inventory, measurements of stock-based compensation, assets and obligations related to employee
benefits, income tax uncertainties and other contingencies. "Management believes that the estimates used in the
preparation of the condensed consolidated financial statements are reasonable.

Although these estimates are based upon management’s best knowledge of current events and actions, actual
results could differ from these estimates. Any changes in estimates are adjusted prospectively in the condensed
consolidated financial statements.

Functional currency and exchange rate translation

The condensed consolidated financial statements are reported in U.S. Dollars (“USD”). The functional currency
of the Company is the U.S. Dollar. The functional currency of the entities situated in Canada, China, Belgium,
Switzerland, United Kingdom and India is their respective local currency. The functional currency of all other
entities forming part of the Group is the U.S. Dollar. The financial statements of all entities are included in the
condensed consolidated financial statements, based on translation into U.S. Dollars.

Assets and liabilities are translated at year-end exchange rates, while revenues, expenses and cash flow items are
translated at average exchange rates. Differences resulting from translation are presented in the condensed
consolidated statements of comprehensive income/ (loss) as currency translation adjustments.

Transactions in foreign currencies are translated into the functional currency at the rates of exchange prevailing at
the date of the transaction. Monetary assets and liabilities in foreign currencies are translated into the functional
currency at the rates of exchange prevailing at the balance sheet date. The resultant gains or losses are included in
the condensed consolidated statements of income.

Revenue recognition

Revenue is recognized when significant risks and rewards in respect of ownership of the products are transferred
to the customer or when services are provided to customers and when the following criteria are met:

o Persuasive evidence of an arrangement exists;

. Delivery has occurred or services has been rendered;
. The price to the buyer is fixed and determinable; and
o Collectability of the sales price is reasonably assured.

Revenue is presented net of certain rebates/ discounts and allowances including medicaid, charge-backs, price
equalization, expected sales return, bill backs etc.

The computation of these estimates involves significant judgment based on various factors including contractual
terms, historical experience, estimated inventory levels and expected sell-through levels in supply chain.

When the advance payment is received from customers, such payments are reported as advances from customers
until all conditions for revenue recognition are met.

The revenue related to contract manufacturing arrangements is recognised as follows:



JUBILANT PHARMA LIMITED
Notes to the Condensed Consolidated Financial Statements
(Unaudited)
(All'amounts in United States Dollars, unless otherwise stated)

e Any fees including upfront fees received in relation to contract manufacturing arrangements is recognized
on straight line basis over the period of completion of related production services. Revenue resulting from
the achievement of milestone events stipulated in agreements is recognized when the milestone is achieved.
Milestones are based upon the occurrence of a substantive element specified in the contract or as a measure
of substantive progress towards completion under the contract.

e Subsequently, revenue towards commercial production services is recognized when services are complete
and the product has met rigorous quality assurance testing, delivery is made, title transfers to the customer,
and collection is reasonably assured. In certain instances, the Group’s customers request that the Group
retain materials produced upon completion of the commercial batch production due to the fact that the
customer does not have a qualified facility to store those materials or for other reasons. In these instances,
the revenue recognition process is considered complete when project documents have been delivered to the
customer and amounts due have been collected/ collectable.

The Group enters into revenue arrangements to sell multiple products and/or services (multiple deliverables).
Revenue arrangements with multiple deliverables are evaluated to determine if the deliverables (items) can be
divided into more than one unit of accounting. An item can generally be considered a separate unit of accounting
if all of the following criteria’s are met:

e The delivered item(s) has value to the customer on a standalone basis;

e There is objective and reliable evidence of the fair value of the undelivered item(s); and

o If the arrangement includes a general right of return relative to the delivered item(s), delivery or
performance of the undelivered item(s) is considered probable and substantially in the control of the Group.

If an arrangement contains more than one element, the arrangement consideration is allocated among separately
identified elements based on relative fair values of each element.

The Group enters into collaborative agreements with other parties for product development. The agreement clearly
provides for rights and responsibility of each party. All the milestones for product development are defined and
responsibility of each party is clearly defined in terms of execution of their respective milestones and the amount
to be spent. The Group recognises the amount spent by itself in its books of account whereas the amount spent by
counter party is not recognised in the Group’s books.

Clinical research services are offered through various fixed price, time and material or unit-based contracts.
Revenue from fixed-price contracts for each separately identified element is recorded on a proportional
performance basis. Revenue from time and material contracts are recognized as hours are incurred, multiplied by
contractual billing rates.

Revenue from unit-based contracts is generally recognized as units are completed. Cost and earnings in excess of
billings are classified as unbilled revenue while billings in excess of costs and earnings are classified as deferred
revenue.

Revenue includes amounts derived from product out-licensing agreements. These arrangements typically consist
of an initial up-front payment on inception of the license and subsequent payments dependent on achieving certain
milestones in accordance with the terms prescribed in the agreement.



e)

f)

9)

JUBILANT PHARMA LIMITED
Notes to the Condensed Consolidated Financial Statements
(Unaudited)
(All'amounts in United States Dollars, unless otherwise stated)

Non-refundable up-front license fees received in connection with product out-licensing agreements are deferred
and recognized over the period in which the Group has continuing performance obligations.

Reimbursement of out of pocket expenses received from customers have been included as part of revenues.

Income in respect of entitlement towards export incentives is recognized in accordance with the relevant scheme
on recognition of the related export sales. Such export incentives are recorded as part of other operating income.

Royalty revenue is recognized on an accrual basis in accordance with contractual agreements when all significant
contractual obligations have been satisfied, the amounts are determinable and collection is reasonably assured.

Taxes collected from customers and remitted to governmental authorities are accounted for on a net basis and
therefore are excluded from revenues in the condensed consolidated statements of income.

Shipping and other transportation costs charged to customers are recorded in both revenue and cost of goods sold.

Trade accounts receivable

Trade accounts receivable are recorded net of allowances for wholesaler chargebacks related to government and
other programs, cash discounts for prompt payment and doubtful accounts. Estimates for wholesaler chargebacks
for government and other programs and cash discounts are based on contractual terms, historical trends and our
expectations regarding the utilization rates for these programs. Estimates of our allowance for doubtful accounts
are determined based on existing contractual payment terms, historical payment patterns of our customers and
individual customer circumstances, an analysis of days sales outstanding by geographic region and a review of the
local economic environment and its potential impact on government funding and reimbursement practices.
Historically, the amounts of uncollectible accounts receivable that have been written off have been insignificant
and consistent with management's expectations.

Inventories

Inventories comprise raw materials, stores and spares, work-in-process and finished goods. Inventories are stated
at lower of cost or net realizable value. Cost is determined using the weighted average method. Stores and spares
comprise engineering spares such as machinery spares, and consumables such as lubricants and oils, which are
used in operating machines or consumed as indirect materials in the manufacturing process. Cost in the case of
raw materials and stores and spares, comprises the purchase price and attributable direct cost, less trade discounts.
Cost in the case of work-in-progress and finished goods comprise direct labour, material cost and production
overheads.

A write down of inventory to the lower of cost or net realizable value at the end of a reporting period creates a
new cost basis and is not marked up based on changes in underlying facts and circumstances. Write-downs of cost
to market value, if any, are included in the cost of goods sold.

Cash and cash equivalents

Cash and cash equivalents consist of cash and bank balances and all highly liquid investments purchased with an
original maturity of three months or less.



JUBILANT PHARMA LIMITED
Notes to the Condensed Consolidated Financial Statements
(Unaudited)
(All'amounts in United States Dollars, unless otherwise stated)

h) Research and development and advertising

)

Revenue expenditure on research and development and advertising is expensed as incurred. Capital expenditure
incurred on equipment and facilities that are acquired or constructed for research and development activities and
having alternative future uses is capitalized as tangible assets when acquired or constructed. Advertising cost
amounted to 207,722 and 270,304 for the three ended December 31, 2016 and 2015, respectively, and 728,880
and 581,516 for the nine months ended December 31, 2016 and 2015, respectively.

Property, plant, and equipment

Property, plant and equipment are stated at cost less accumulated depreciation and amortization. The Group
depreciates property, plant and equipment over the estimated useful life using the straight-line method. Upon
retirement or disposal of assets, the cost and accumulated depreciation are eliminated from the accounts and the
resulting gain or loss is credited or charged to condensed consolidated statements of income.

The estimated useful lives of assets are as follows:

Buildings 30-60 years

Machinery and equipment 1-20 years

Office equipment 3-15 years

Furniture and fixtures 5-15 years

Computer equipment 3-5 years

Computer software 3-5 years

Vehicles 3-5 years

Vehicles under finance lease Period of the lease

Leasehold improvement Shorter of useful life or the remaining period of lease

Advances paid towards the acquisition of property, plant and equipment outstanding at each balance sheet date
and the cost of property, plant and equipment not put to use before such date are disclosed under capital work-in-
progress which is disclosed under property, plant and equipment. The interest cost incurred for funding an asset
during its construction period is capitalized based on the actual investment in the asset and the average cost of
funds. The capitalized interest is included in the cost of the relevant asset and is depreciated over the estimated
useful life of the asset.

Business combinations, goodwill and other intangible assets

The Group accounts for its business combinations by recognizing the identifiable tangible and intangible assets
and liabilities assumed, and any non-controlling interest in the acquired business, measured at their acquisition
date fair values. All assets and liabilities of the acquired business, including goodwill, are assigned to reporting
units.

Goodwill is an asset representing the future economic benefits arising from other assets acquired in a business
combination that are not individually identified and separately recognized. Goodwill is reviewed for impairment at
least annually i.e. as at March 31 every year.



K)

JUBILANT PHARMA LIMITED
Notes to the Condensed Consolidated Financial Statements
(Unaudited)
(All'amounts in United States Dollars, unless otherwise stated)

The Group performs an assessment of qualitative factors to determine whether the existence of events or
circumstances leads to a determination that it is more likely than not that the fair value of a reporting unit is less
than its carrying amount.

Based on the assessment of events or circumstances, the Group performs the quantitative assessment of goodwill
impairment if it determines that it is more likely than not that the fair value of a reporting unit is less than its
carrying amount. In the quantitative assessment, recoverability of goodwill is evaluated using a two-step process.

Under step one, the fair value of the reporting unit is compared with its carrying amount (including goodwill). If
the fair value of the reporting unit is less than its carrying amount, an indication of goodwill impairment exists for
the reporting unit and the entity must perform step two of the impairment test (measurement).

Under step two, an impairment loss is recognized for any excess of the carrying amount of the reporting unit’s
goodwill over the implied fair value of that goodwill. The implied fair value of goodwill is determined by
allocating the fair value of the reporting unit in a manner similar to a purchase price allocation and the residual
fair value after this allocation is the implied fair value of the reporting unit goodwill. Fair value of the reporting
unit is determined using a discounted cash flow analysis. If the fair value of the reporting unit exceeds its carrying
amount, step two does not need to be performed.

The estimated useful lives of intangibles are as follows:

Customer contracts and relationship intangibles 3 - 10 years
Abbreviated New Drug Applications (ANDA’S) 4 - 20 years
Patents, know how 5 years
Intellectual property rights 5 years

Intangible assets are amortized over their estimated useful lives using a method of amortization that reflects the
pattern in which the economic benefits of the intangible assets are consumed or otherwise realized.

Segment reporting

The accounting policies adopted for segment reporting are in line with accounting policies of the Group.
Revenues, expenses, assets and liabilities have been identified to segments on the basis of their relationship to
operating activities of the segments (taking into account the nature of products and services and, risks and rewards
associated with them) and internal management information systems and the same is reviewed from time to time
to realign the same to conform to the business units of the Group.

Impairment of long lived assets

Long lived assets, such as property, plant, and equipment, and purchased intangible assets subject to amortization,
are reviewed for impairment whenever events or changes in circumstances indicate that the carrying amount of an
asset may not be recoverable. If circumstances require a long lived asset or asset group (reporting unit) be tested
for possible impairment, the Group first compares undiscounted cash flows expected to be generated by that asset
or asset group to its carrying amount. If the carrying amount of the long lived asset or asset group is not
recoverable on an undiscounted cash flow basis, impairment is recognized to the extent that the carrying amount
exceeds its fair value.



JUBILANT PHARMA LIMITED
Notes to the Condensed Consolidated Financial Statements
(Unaudited)
(All'amounts in United States Dollars, unless otherwise stated)

m) Investment securities

Equity securities that do not have readily determinable fair values are carried at cost adjusted for other-than-
temporary impairment.

A decline in the fair value below cost that is deemed to be other than temporary results in an impairment to reduce
the carrying amount to fair value. Such impairment is charged to the condensed consolidated statements of
income.

Held-to-maturity corporate bonds are recorded at amortized cost, adjusted for the amortization or accretion of
premiums or discounts. Temporary unrealized holding gains and losses, net of the related tax effect on available
for sale securities are excluded from income and are reported as a separate component of condensed consolidated
statements of comprehensive income/ (loss), until realized.

Premiums and discounts are amortized or accreted over the life of the related held-to-maturity security as an
adjustment to yield using the effective interest method. Dividend and interest income are recognized when earned.

Derivatives and hedge accounting

In the normal course of business, derivative financial instruments are used to manage fluctuations in foreign
currency exchange rates and interest rate risk. The derivative instruments are recognized as either assets or
liabilities in its condensed consolidated balance sheets and measures them at fair value.

Gains and losses resulting from changes in fair value are accounted for depending on the use of the derivative and
whether it is designated and qualifies for hedge accounting.

Changes in fair values of derivatives designated as cash flow hedges are deferred and recorded as a component of
condensed consolidated statements of comprehensive income/ (loss) reported under condensed consolidated
statements of comprehensive income/ (loss) until the hedged transactions occur and are then recognized in the
consolidated statements of income along with the underlying hedged item and disclosed as part of line item in
which underlying hedge item is recorded.

Changes in the fair value of derivatives not designated as hedging instruments, the ineffective portion of
derivatives designated as cash flow and interest rate hedges are recognized in the condensed consolidated
statements of income.

With respect to derivatives designated as hedges, the Group contemporaneously and formally documents all
relationships between hedging instruments and hedged items, as well as its risk management objectives and
strategy for undertaking various hedge transactions. The Group also formally assesses, both at the inception of the
hedge and on a quarterly basis, on cumulative basis, whether each derivative is highly effective in offsetting
changes in fair values or cash flows of the hedged item. If it is determined that a derivative or a portion thereof is
not highly effective as a hedge, or if a derivative ceases to be a highly effective hedge, the Group will
prospectively discontinue hedge accounting with respect to that derivative.

If hedge accounting is discontinued and the derivative is retained, the Group continues to carry the derivative at its
fair value on the balance sheet and recognizes any subsequent change in its fair value in the condensed
consolidated statements of income.

The gains and losses attributable to such derivative that were accumulated in consolidated statements of
comprehensive income/ (loss) till discontinuance of hedge relationship is carried forward and transferred to
condensed consolidated statements of income when forecasted transaction occur. If it is probable that a forecasted
transaction will not occur, such accumulated (gains)/ losses are transferred to condensed consolidated statements
of income immediately.
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Income taxes

Income taxes are accounted for under the asset and liability method. Deferred tax assets and liabilities are
recognized for the future tax consequences attributable to differences between the financial statement carrying
amounts of existing assets and liabilities and their respective tax bases and operating loss and tax credit carry
forwards. Deferred tax assets and liabilities are measured using enacted tax rates expected to apply to taxable
income in the years in which those temporary differences are expected to be recovered or settled. The effect on
deferred tax assets and liabilities of a change in tax rates is recognized in income in the period that includes the
enactment date.

Deferred tax assets are reduced by a valuation allowance if, based on the weight of available evidence, it is more
likely than not that some portion or all of the deferred tax assets will not be realized. Deferred taxes are not
provided on the undistributed earnings of subsidiaries outside India where it is expected that the earnings of the
foreign subsidiary will be permanently reinvested.

The Group applies a two-step approach for recognizing and measuring uncertain tax positions. The first step is to
evaluate the tax position for recognition by determining, based on the technical merits, that the position will be
more likely than not sustained upon examination. The second step is to measure the tax benefit as the largest
amount of the tax benefit that is greater than 50% likely of being realized upon settlement. The Group includes
interest and penalties related to unrecognized tax benefits within its provision for income tax expense.

The Group uses the flow-through method to account for investment tax credits earned on eligible scientific
research and development expenditures. Under this method, the investment tax credits are recognized as a
reduction to income tax expense.

The Group recognizes interest and penalties related to unrecognized tax benefits within the income tax expense
line in the accompanying condensed consolidated statements of income. Accrued interest and penalties are
included within the related tax liability line in the condensed consolidated balance sheet.

The Group determines its tax provision for interim periods using an estimate of its annual effective tax rate. Each
quarter, the Group updates its estimate of the annual effective tax rate, and if its estimated tax rate changes, the
Group makes a cumulative adjustment.

Retirement benefits to employees

Contributions to defined contribution plans are charged to condensed consolidated statements of income in the
period in which services are rendered by the covered employees. Current service costs for defined benefit plans
are accrued in the period to which they relate.

The Group makes contribution to a recognised provident fund “Vam Employees Provident Fund Trust” (a
multiemployer trust) for most of its employees in India, which is a defined benefit plan to the extent that the
Group has an obligation to make good the shortfall, if any, between the return from the investments of the trust
and the notified interest rate.

The Group’s obligation in this regard is determined by an independent actuary and provided for if the
circumstances indicate that the Trust may not be able to generate adequate returns to cover the interest rates
notified by the Government. For other employees in India, provident fund is deposited with Regional Provident
Fund Commissioner. This is treated as defined contribution plan. Group’s contribution to the provident fund is
charged to Condensed consolidated statements of income.
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The liability in respect of defined benefit plans is calculated annually by the Group using the projected unit credit
method. Prior service cost, if any, resulting from an amendment to a plan is recognized and amortized over the
remaining period of service of the covered employees.

The Group recognizes its liabilities for compensated absences dependent on whether the obligation is attributable
to employee services already rendered, relates to rights that vest or accumulate and payment is probable and
estimable.

The Group records annual amounts relating to its defined benefit plans based on calculations that incorporate
various actuarial and other assumptions, including discount rates, mortality, assumed rates of return, compensation
increases, turnover rates and healthcare cost trend rates. The Group reviews its assumptions on an annual basis
and makes modifications to the assumptions based on current rates and trends when it is appropriate to do so.

The effect of modifications to those assumptions is recorded immediately as a component of net periodic pension
cost. The Group believes that the assumptions utilized in recording its obligations under its plans are reasonable
based on its experience and market conditions.

Fair value measurement

The Group measures fair value for various financial and non-financial assets, to the extent required by respective
guidance either for recording or disclosure purposes. Except those items which are excluded from scope of ASU
2011 - 04, such fair value is determined based on the price that would be received to sell an asset or paid to
transfer a liability in an orderly transaction between market participants at the measurement date.

The accounting standard establishes a fair value hierarchy that categorise observable and unobservable inputs used
to measure fair value into three broad levels, which are described below:

e Level 1: Quoted prices (unadjusted) in active markets that are accessible at the measurement date for assets or
liabilities. The fair value hierarchy gives the highest priority to Level 1 inputs.

e Level 2: Observable inputs that are based on inputs not quoted on active markets, but corroborated by market
data.

e Level 3: Unobservable inputs are used when little or no market data is available. The fair value hierarchy
gives the lowest priority to Level 3 inputs.

In determining fair value, the Group utilizes valuation techniques that maximize the use of observable inputs and
minimize the use of unobservable inputs to the extent possible and considers credit risk in its assessment of fair
value.

Stock based compensation

The Group recognizes and measures compensation expense for all stock-based awards based on their grant date
fair value for stock awards (net of estimated forfeiture) and recognizes the expense over vesting period using
graded vesting method. For the option awards, grant date fair value is determined under the option-pricing model
(Black-Scholes-Merton). Forfeitures are estimated at the time of grant and revised, if necessary, in subsequent
periods if actual forfeitures materially differ from those estimates.
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s) Commitments and contingencies

)

Liabilities for loss contingencies arising from claims, assessments, litigations, fines and penalties and other
sources are recorded when it is probable that a liability has been incurred and the amount of the assessment and/
or remediation can be reasonably estimated. Legal costs incurred in connection with the same are expensed as
incurred.

Recent Accounting Pronouncements

Recently issued accounting pronouncements

In May 2014, the FASB issued amended accounting guidance on revenue recognition that will be applied to
all contracts with customers. The objective of the new guidance is to improve comparability of revenue
recognition practices across entities and to provide more useful information to users of financial statements
through improved disclosure requirements. In August 2015, the FASB approved a one-year deferral of the
effective date making this guidance effective for interim and annual periods beginning in 2018. Reporting
entities may choose to adopt the standard as of the original effective date. The Group is currently assessing the
impact of adoption on its condensed consolidated financial statements.

In January 2016, the FASB issued ASU No. 2016-01, “Financial Instruments—Overall: Recognition and
Measurement of Financial Assets and Financial Liabilities,” which primarily affects accounting for equity
investments, financial liabilities under the fair value option, and the presentation and disclosure requirements
for financial instruments. In addition, the ASU clarifies guidance related to the valuation allowance
assessment when recognizing deferred tax assets resulting from unrealized losses on available-for-sale debt
securities. The ASU will be effective for us beginning January 1, 2018, including interim periods in our fiscal
year 2018. Early adoption is permitted. The Group is in the process of determining the method of adoption
and assessing the impact of this ASU on condensed consolidated results of operations, cash flows, financial
position and disclosures.

In February 2016, the FASB issued ASU No. 2016-02, “Leases.” The core principle of the ASU is that a
lessee should recognize the assets and liabilities that arise from its leases other than those that meet the
definition of a short-term lease. The ASU requires extensive qualitative and quantitative disclosures, including
with respect to significant judgments made by management. The ASU will be effective for us beginning
January 1, 2019, including interim periods in our fiscal year 2019. Early adoption is permitted. The Group is
in the process of determining the method of adoption and assessing the impact of this ASU on condensed
consolidated results of operations, cash flows, financial position and disclosures.

The FASB issued ASU 2016-13 “Financial Instruments-credit losses”: Its significantly changes how
companies measure and recognize credit impairment for many financial assets. The new current expected
credit loss model will require companies to immediately recognize an estimate of credit losses expected to
occur over the remaining life of the financial assets that are in the scope of the standard. The ASU also makes
targeted amendments to the current impairment model for available-for-sale debt securities. The ASU will be
effective for us beginning January 1, 2021, including interim periods in our fiscal year 2021. Early adoption is
permitted. The Group is in the process of determining the method of adoption and assessing the impact of this
ASU on our consolidated results of operations, cash flows, financial position and disclosures.
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In October 24, 2016, the FASB issued Accounting Standards Update (ASU) 2016-16 on the accounting
for the income tax consequences of intra-entity transfers of assets other than inventory. Under existing
guidance, the recognition of current and deferred income taxes for an intra-entity asset transfer is
prohibited until the asset has been sold to a third party. The new guidance will require the recognition of
the income tax consequences of an intra-entity transfer of an asset (with the exception of inventory) when
the intra-entity transfer occurs. The guidance is effective for interim and annual periods beginning after
December 15, 2017. Early adoption is permitted. The new guidance is to be applied on a modified
retrospective basis through a cumulative-effect adjustment directly to retained earnings in the beginning
of the period of adoption. The Group is currently assessing the impact of adoption on its condensed
consolidated financial statements.

On November 17, 2016, the FASB issued Accounting Standards Update No. 2016-18, Statement of Cash
Flows (Topic 230): Restricted Cash, a consensus of the FASB’s Emerging Issues Task Force (the “Task
Force”). The new standard requires that the statement of cash flows explain the changes in the combined
total of restricted and unrestricted balances in the statement of cash flows. Therefore, amounts generally
described as restricted cash or restricted cash equivalents (hereinafter referred to as “restricted cash”)
should be combined with unrestricted cash and cash equivalents when reconciling the beginning and end
of period balances on the statement of cash flows. The guidance is effective for interim and annual
periods beginning after December 15, 2017. Early adoption is permitted. The Group does not anticipate
the adoption of the new guidance will have a material effect on its financial statements.
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Financial instruments and concentration of credit risk

Financial instruments that potentially subject the Group to concentration of credit risk are reflected principally
in cash and cash equivalents including restricted cash, trade accounts receivable including unbilled revenue,
prepaid and other current assets including investment securities, and derivative financial instruments.

The Group operates in certain highly regulated markets such as North America and Europe. The Group places
its cash and cash equivalents and derivative financial instruments with corporations and banks with high
investment grade ratings, limits the amount of credit exposure with any one corporation or bank and conducts
ongoing evaluation of the credit worthiness of the corporations and banks with which it does business.

The customers of the Group are spread across North America, Europe, Asia and rest of world regions though
majority of customers are based out of North America, and accordingly, trade accounts receivables are
concentrated in these geographies. To reduce credit risk, the Group performs ongoing credit evaluation of
customers. For the three months ended December 31, 2016 and December 31, 2015, one customer, having 10%
share in consolidated revenue for each of the respective periods. For the nine months ended December 31, 2016
and December 31, 2015, one customer, having 10% share and 12% share in consolidated revenue for each of
the periods, respectively. One customer is having 19% share in total trade receivables as of December 31, 2016
and March 31, 2016. For the three months ended December 31, 2016 and December 31, 2015, one product
individually accounted for approximately 16% share and 15% share of net revenue for each of the period,
respectively. For the nine months ended December 31, 2016 and December 31, 2015, one product individually
accounted for approximately 16% share and 15% share of net revenue for each of the period, respectively.

For investment securities, the management performs periodic valuation to assess recoverability of its
investments.

By their nature, all financial instruments stated above involve risk including the credit risk of non-performance
by counter parties. In management’s opinion, as of December 31, 2016 and as of March 31, 2016, other than
those already accounted for, there was no significant risk of loss in the event of non-performance of the counter
parties to these financial instruments.

Accounting for Common Control transaction

a) During the period ended December 31, 2016, the Group consummated the following common control
transaction:

(i)  Effective September 23, 2016, JPL, Singapore had transferred its wholly owned subsidiary Jubilant Life
Sciences (Switzerland) AG, Schaffhausen (JLS Switzerland) to a company in Singapore (JLSIPL), a
wholly owned subsidiary of Jubilant India. #

(i)  Effective September 23, 2016, the Group has transferred its investment in Safe Foods Corporation to
JLSIPL (refer note 12).
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# JPL and JLSIPL came under common control in years earlier than year ended March 31, 2016 and
therefore, this transfer being transaction between common control entities, therefore JLS Switzerland has
been deconsolidated retrospectively from the date the entities came under common control. This being a
transaction without consideration, carrying amount of this investment of 106,927 is derecognized and
correspondingly recorded as an adjustment to opening additional paid in capital in periods prior to all

periods presented.

As a result of the common control transactions mentioned in (i) and (ii) above, following restatements have

been made in the previous year audited financial statements.

Restated previous

Previous year figures as per

Particulars year figures audited financial statements
Additional paid in capital (70,238,455) (67,958,028)
Retained earnings (23,300,677) (23,399,745)
Accumulated other comprehensive income (32,011,136) (32,013,639)
Investment securities - 2,173,500
20,130,328 20,124,972

Due to related parties

The Board of Directors at its meeting held on 23 September 2016 approved the sale of investment in Jubilant
Life Sciences (Shanghai) Limited to Jubilant Life Sciences International Pte. Limited (JLSIPL), a subsidiary
of Jubilant Life Sciences Limited, at a consideration of 1 per equity share amounting to 200,000. This
transaction is the transaction between common control entities and the sale consideration has already been
received by JPL. The transaction related to sale of investment in Jubilant Life Sciences (Shanghai) Limited is
yet to consummated since, as per the terms of the share transfer agreement dated 23 September 2016, the
necessary approvals from “Shanghai Administration for Industry & Commerce” for shareholder’s alteration
and “Tax Bureau” for shareholder’s alteration and tax assessment have not yet been received.

Cash and cash equivalents

Cash and cash equivalents consist of the following:

Balance with banks*
Cash in hand
Funds in transit

* Including balances in money market accounts.

Restricted cash

Restricted cash - current portion
Restricted cash - non-current portion

As of As of
December 31, 2016 March 31, 2016
34,102,239 29,027,527
13,172 10,932
281,414 324,602
34,396,825 29,363,061
As of As of
December 31, 2016 March 31, 2016
54,679 69,821
2,197 2,252
56,876 72,073

Restricted cash represents margin money with banks.
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Trade accounts receivable balance amounting to 87,900,291 and 96,353,664 as of December 31, 2016 and

March 31, 2016, respectively is presented net of allowance for doubtful receivables.

The following table provides details of reserve for doubtful receivables as recorded by the Group:

Nine months ended Year ended
December 31, 2016 March 31, 2016
Balance at the beginning of the period/ year 2,183,205 2,667,870
Additional allowance 202,352 216,630
Recoveries of bad debts - 61,695
Bad debts charged to allowance (50,309) (782,357)
Translation adjustment (46,345) 19,367
Balance at the end of the period/ year 2,288,903 2,183,205
Inventories
Inventories consist of the following:
As of As of
December 31, 2016 March 31, 2016
Raw materials 37,504,789 36,376,774
Work-in-process 28,662,804 26,315,376
Finished goods 30,470,753 29,143,789
Stores and spares 13,365,023 12,120,485
110,003,369 103,956,424
Prepaid expenses and other current assets
Prepaid expenses and other current assets consist of the following:
As of As of
December 31, 2016 March 31, 2016
Prepaid expenses 4,003,032 3,380,880
Recoverable from government authorities 9,192,904 10,208,074
Advance taxes 1,899,842 17,359,692
Recoverable towards sale of investment - 2,765,009
Notes receivable 1,375,087 2,990,231
Others 3,589,205 1,916,975
20,060,070 38,620,861




JUBILANT PHARMA LIMITED
Notes to the Condensed Consolidated Financial Statements
(Unaudited)
(All'amounts in United States Dollars, unless otherwise stated)

Property, plant and equipment, net

Property, plant and equipment, net consist of the following:

As of As of

December 31, 2016 March 31, 2016

Property Plant and equipment, gross 429,274,434 416,095,297
Less: Accumulated depreciation and amortization (169,145,566) (155,369,594)
260,128,868 260,725,703

Goodwill and intangible assets, net

Goodwill

The following table represents the changes in the carrying amount of goodwill for the Nine months ended
December 31, 2016 and year ended March 31, 2016:

As of As of
December 31, 2016 March 31, 2016

Balance at the beginning of the period/ year
Goodwill 187,472,779 187,942,930
Accumulated impairment losses (31,492,820) (31,492,820)
155,979,959 156,450,110
Translation adjustment (3,801,474) (470,151)

Balance at the end of the period/ year

Goodwill 183,671,305 187,472,779
Accumulated impairment losses (31,492,820) (31,492,820)
152,178,485 155,979,959

Intangible assets, net

Information regarding the Group’s intangible assets acquired either individually, with a group of other assets or
in a business combination is as follows:

As of As of
December 31, 2016 March 31, 2016

Gross carrying value
-Customer contracts and relationship intangibles 14,424,922 14,354,056
-Abbreviated New Drug Applications (ANDA's) 29,031,177 30,210,784
-Patents, know how 3,095,557 3,235,463
-Intellectual property rights 1,367,150 1,452,299

47,918,806 49,252,602
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Accumulated amortization

-Customer contracts and relationship intangibles 14,424,922 14,354,056
-Abbreviated New Drug Applications (ANDA's) 25,909,154 26,101,974
-Patents, know how 3,095,557 3,235,463
-Intellectual property rights 1,367,150 1,452,299

44,796,783 45,143,792
Net carrying value 3,122,023 4,108,810

Investment securities

JPL, Singapore has transferred its investment in Safe Foods Corporation to Jubilant Life Sciences International
Pte. Limited.

The above transaction came under common control in years earlier than year ended March 31, 2016 and
therefore, the transfer being transaction between common control entities, investment have been retrospectively
adjusted. This being a transaction without consideration, carrying amount of this investment of 2,173,500 is
derecognized and correspondingly recorded as an adjustment to opening additional paid in capital in periods
prior to all periods presented.

Further, the Group has investment in corporate bonds amounting to 268,487 as of December 31, 2016 and
March 31, 2016, which has been classified as held to maturity investment. This investment in corporate bonds
was fully impaired in earlier years.

Depreciation and amortization

The Group’s underlying accounting records do not contain an allocation of depreciation and amortization
between cost of goods sold, selling, general and administration expenses and research and development
expenses. As such, the charge for depreciation and amortization has been presented as a separate line item in
the condensed consolidated statement of income.

Accrued expenses and other current liabilities

Accrued expenses and other current liabilities consist of the following:

As of As of

December 31, 2016 March 31, 2016

Accrued employee cost 11,136,589 11,036,893
Accrued expenses 6,563,762 6,211,425
Income taxes payable 8,314,275 19,076,175
Advance from customers 2,285,329 3,139,905
Other liabilities 10,954,685 6,333,654
39,254,640 45,798,052
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Long term debt

Long term debt consists of the following:

Nature of debt As of As of
December 31, 2016 March 31, 2016

Revolving credit loan 4,167,233 38,315,560
Finance lease obligation 175,145 121,070
Bond 294,712,257 -
Term loan 40,206,641 167,656,746
Term loan — A - 85,406,418
Term loan-C 57,442,791 60,000,000
Total 396,704,067 351,499,794
Less: current portion (12,187,009) (24,815,076)
384,517,058 326,684,718

During the current quarter, on 6 October 2016, JPL has successfully completed the issuance of USD 300
million 4.875% Senior Notes Due 2021 (“the Notes™) which are listed on the Singapore Exchange Securities
Trading Limited. JPL has incurred 5,520,005 of debt issuance cost on issuance of bond which is being
amortised through effective interest method over the bond tenure. The proceeds from bond issuance were used
to finance the repayment of existing loan, to contribute up to 50,000,000 to Jubilant India and for general
corporate purposes of the Group.

Short term borrowings

Short term borrowings consist of the following:

Nature of borrowing As of As of
December 31, 2016 March 31, 2016

Revolving credit facility - 8,000,000
Working capital loan 5,998,035 37,701,814
5,998,035 45,701,814

Employee benefit plans
Defined benefit plans

The Group has a defined benefit retirement plan (the “Gratuity Plan”). The gratuity plan covers all the
employees based in India which consists of only Carved in Divisions. The Gratuity Plan provides a lump sum
payment to vested employees upon retirement or termination of employment based on each employee’s salary
and duration of employment with the Group. The Gratuity Plan benefit cost for the year is calculated on an
actuarial basis in accordance with projected unit credit method.

The gratuity liability for employees covered under this plan is funded with Life Insurance Corporation of India.
Life Insurance Corporation of India’s overall investment strategy is to invest predominantly in fixed income
funds managed by asset management companies and the valuation is performed using net asset value of these
funds, the details of Investment maintained by Life Insurance Corporation are not available with the group,
hence not disclosed. For non-Indian entities of the Group, the Group does not have any defined benefit plan but
has a defined contribution plan as detailed above.
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Net defined benefit plan costs for the three ended December 31, 2016 and 2015 and for the nine months ended
December 31, 2016 and 2015 include the following components:

Three months Three months Nine months Nine months
ended ended ended ended
December 31, December 31, December 31, December 31,
2016 2015 2016 2015
Service costs 56,847 89,069 166,185 246,000
Interest costs 24,454 32,894 71,487 90,850
Expected return on plan assets (4,755) (7,871) (13,901) (21,740)
Net actuarial loss 20,096 107,625 58,749 297,252
Net gratuity plan costs 96,642 221,717 282,520 612,362

The above stated net defined benefit plan costs for the three and nine months ended December 31, 2016 and
2015 has been included in property, plant and equipment, cost of goods sold, selling, general and
administration expenses and research and development expenses.

Derivative financial instruments

Interest rate risk management

Objectives and context

The Group generally uses variable rate debt to finance its operations. These debt obligations expose the Group
to variability in interest payments due to changes in the spread, which is the primary underlying exposure of the
aforementioned debt. If interest rates increase, interest expense increases. Conversely, if interest rates decrease,
interest expense also decreases. The Group enters into derivative contracts to manage fluctuation in interest
rates.

Strategies

To meet this objective, the Group enters into various types of derivative instruments to manage fluctuations in
cash flows resulting from interest rate risk attributable to changes in the benchmark interest rate of borrowings.
These instruments include benchmark interest rate based interest rate swaps. Under the interest rate swaps, the
Group receives benchmark interest rate based variable interest rate payments and makes fixed interest rate
payments, thereby creating fixed-rate long-term debt. The purchased interest rate agreements protect the Group
from variation in interest rate spread.

Risk management policies

The Group assesses interest rate cash flow risk by continually identifying and monitoring changes in interest
rate exposures that may adversely impact expected future cash flows and by evaluating hedging opportunities.
The Group maintains risk management control systems to monitor interest rate cash flow risk attributable to
both the Group’s outstanding or forecasted debt obligations as well as the Group’s offsetting hedge positions.
The risk management control systems involve the use of analytical techniques, including cash flow sensitivity
analysis, to estimate the expected impact of changes in interest rates on the Group’s future cash flows.
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Foreign currency risk management

Objectives and context

The Group operates internationally; therefore, its earnings, cash flows, and financial position are exposed to
foreign currency risk from foreign-currency-denominated receivables, payables, borrowings and forecasted
sales transactions. Thus, a foreign currency risk is a primary underlying exposure from these assets, liabilities
and transactions. The Group enters into derivative contracts to manage such risks.

Strategies

The Group periodically assesses amount and timing of its foreign currency inflows and outflows and enters into
derivative contracts for a portion of its exposure, to hedge the price risk associated with fluctuations in market
prices. The derivative contracts limit the unfavorable effect that price fluctuations will have on foreign currency
cash flows.

Risk management policies
The Group believes it is prudent to minimize the variability caused by foreign currency risk. Management attempts to

minimize foreign currency risk by pricing contracts in U.S. Dollars and by using derivative hedging instruments
when necessary on the basis of their continuous monitoring of foreign currency risk.

The gain recognized in condensed consolidated statements of income, and their effect on financial performance is
summarized below:

Derivatives not designated as hedging Locatl_on Of (gain)/ loss Amou_nt Of. (gain)/ loss
. recognized in condensed recognized in condensed
Instruments consolidated statements of  consolidated statements of
income income

Three months ended December 31, 2016
Foreign exchange forward contracts - -

Three months ended December 31, 2015
Foreign exchange forward contracts Other (income)/expenses, net (254,674)

Nine months ended December 31, 2016
Foreign exchange forward contracts - -

Nine months ended December 31, 2015
Foreign exchange forward contracts Other (income)/expenses, net 131,335
Interest rate swaps Other (income)/expenses, net (109,997)
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The Company has one class of common stock. The holders of common stock of the Company are entitled to
one vote per common stock. Upon the liquidation, dissolution or winding up of respective entities, shareholders
are entitled to receive a ratable share of the available net assets of the respective entity after payment of all
debts and other liabilities. This common stock has no preemptive, subscription, redemption or conversion

rights.

Other operating income, net

Other operating income, net consists of the following:

Three months Three months Nine months Nine months
ended ended ended ended
December 31, December 31, December 31, December 31,
2016 2015 2016 2015
Scrap sales 183,579 126,613 498,355 458,195
Foreign exchange gain, net 344,137 353,105 492,278 1,370,514
Export incentives 997,373 686,866 4,313,238 2,178,599
Settlement fee towards claim
filed™ - 3,646,071 - 3,646,071
Others 150,317 32,170 290,838 476,817
1,675,406 4,844,825 5,594,709 8,130,196
Other (income)/ expenses, net
Other (income)/ expenses, net comprises of the following:
Nine
Three months Three months Nine months months
ended ended ended ended
December 31, December 31, December December
2016 2015 31, 2016 31, 2015
Interest income (989,589) (9,511) (1,135,353) (71,067)
Finance cost *# 8,618,798 6,018,752 19,136,780 16,657,952
(Profit)/ loss on sale of property, plant and
equipment, net (1,243) 1,039,964 (34,795) 1,175,054
Foreign exchange loss, net 353,987 1,972,562 1,047,567 2,263,345
Expense on stock settled debt instrument 1,275,000 1,400,000 3,825,000 4,600,000
Others (203,805) 25,634 (193,810) (131,740)
9,053,148 10,447,401 22,645,389 24,493,544

* net of interest capitalised

# Three months and nine months ended December 31, 2016 include 2,594,002, representing the write-off of
amortization of debt issue cost related to the prepayment of loan from proceeds of bonds.
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Income taxes

The Income tax expense from continuing operations consists of the following:

Nine months ended Nine months ended

December 31, 2016 December 31, 2015
Current taxes 13,566,433 11,488,289
Deferred taxes (1,071,306) (3,846,165)
Income tax expense 12,495,127 7,642,124

The items accounting for the difference between income taxes computed at the federal and state statutory rates
and the income tax expense are as follows:

Nine months ended Nine months ended

December 31, 2016 December 31, 2015
Income before income tax expense 55,683,952 46,289,022
Statutory tax rates 17.00% 17.00%
Computed expected income tax expense 9,466,272 7,869,134
Research and development and other tax credits (4,828,204) (5,366,545)
Valuation allowance created during the period 108,241 269,653
Effect of difference in tax rates 8,461,190 6,551,891
Adjustment on account of change in exchange rates (430,177) (884,736)
State tax 365,714 374,545
Others (647,909) (1,171,818)
Total taxes 12,495,127 7,642,124

Related party transactions
The Group has entered into related party transactions with the following related parties:

Jubilant Life Sciences Limited (‘holding company of Jubilant Pharma Limited”)
Jubilant Clinsys Limited (“affiliate”)

Jubilant Innovation (USA) Inc. (‘affiliate’)

Jubilant Chemsys Limited (“affiliate”)

Jubilant Life Sciences (USA) Inc. (‘affiliate’)

Jubilant Biosys Limited (“affiliate”)

Jubilant Discovery Services Inc. (“affiliate”)

Jubilant Drug Discovery & Development Services Inc. (‘affiliate’)
Jubilant Life Sciences NV (‘affiliate”)

Jubilant Life Sciences International Pte Limited (‘affiliate”)
Jubilant Agri and Consumer Products Limited (“affiliate”)

Vam Employees Provident Fund Trust (‘affiliate”)

Jubilant Oil & Gas Private Limited (‘affiliate”)

Jubilant Life Sciences (Switzerland) AG, Schaffhausen (‘affiliate’)

The related party transactions can be categorized as follows:
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Three Three Nine Nine
months months months months
ended ended ended ended
December December December December
31, 2016 31, 2015 31, 2016 31, 2015
Services rendered by :
- Jubilant Clinsys Limited - 55,611 - 144,183
- Jubilant Biosys Limited - 8,780 2,567 8,780
- Jubilant Life Sciences Limited - - 132,068 -
- Jubilant Life Sciences (USA) Inc. 56,441 59,740 169,163 186,240
- Jubilant Chemsys Limited - 773 7,612 10,893
Purchase of goods/raw material from :
- Jubilant Life Sciences Limited 2,960,990 236,714 7,473,699 809,456
- Jubilant Life Sciences International Pte Limited 182,434 3,004,366 1,734,962 11,638,125
Expenses incurred by : -
- Jubilant Life Sciences Limited 1,688,138 1,696,789 4,893,911 5,032,711
- Jubilant Life Sciences (USA) Inc. 25,148 12,611 25,148 12,801
- Jubilant Chemsys Limited 38 56,066 6,184 56,066
- Jubilant Life Sciences NV 35,127 47,135 116,819 119,968
Expenses incurred for :
- Jubilant Life Sciences Limited 45,680 31,121 2,347,316 113,288
- Jubilant Life Sciences (USA) Inc. 32,060 67,038 115,395 101,588
- Jubilant Discovery Services Inc. 42,323 7,438 66,416 121,171
- Jubilant Drug Discovery & Development
Services Inc. 19,509 - 19,509 12,294
- Jubilant Chemsys Limited 50,802 - 153,035 -
- Jubilant Agri and Consumer Products Limited 15,353 15,621 46,249 47,459
Sale of goods to :
- Jubilant Life Sciences Limited 18,304 60,661 62,344 688,858
- Jubilant Chemsys Limited - - - 275
Borrowings taken :
- Jubilant Innovation (USA) Inc. - - 3,000,000 -
Borrowings repaid :
- Jubilant Life Sciences Limited - - - 13,300,000
- Jubilant Innovation (USA) Inc. 1,700,000 - 1,700,000 -
Borrowings given :
- Jubilant Life Sciences Limited 48,449,612 - 48,449,612 -
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Three Three Nine Nine
months months months months
ended ended ended ended
December December December December
31, 2016 31, 2015 31, 2016 31, 2015
Interest on borrowings/ payable for business
purchase :
- Jubilant Life Sciences Limited - 263,992 - 365,499
- Jubilant Innovation (USA) Inc. 22,356 - 62,355 -
Interest income on borrowings :
- Jubilant Life Sciences Limited 869,295 - 869,295 -
Contribution to provident fund trust :
-Vam Employees Provident Fund Trust 176,569 153,086 513,100 462,058
Rent expenses :
- Jubilant Life Sciences Limited 205,346 197,919 618,585 601,313
Purchase of property, plant and equipment
from :
- Jubilant Oil & Gas Private Limited - - - 2,103

* represents rent for office space taken under operating lease from Jubilant Life Sciences Limited.
The management is of the opinion that its related party transactions are at arm’s length and will not have any
impact on the condensed consolidated financial statements, particularly on the amount of tax expense and that
of provision for taxation. All the related party transactions are settled in the normal course of business and as
per contractual obligations, if any.

The balances receivable from and payable to related parties are summarized as follows:

Due from related parties

Long term debt receivable

As of December 31, As of March 31,
2016 2016
Jubilant Life Sciences Limited 47,843,368 -
47,843,368 -
Interest receivable on long term debt
As of December 31, As of March 31,
2016 2016
Jubilant Life Sciences Limited 772,576 -

772,576 -
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Trade and other receivables from related party

Jubilant Discovery Services Inc.

Jubilant Chemsys Limited

Jubilant Drug Discovery and Development Services Inc.

Jubilant Biosys Limited

Due to related parties

Short term debt (including interest) payable

Jubilant Innovation (USA) Inc.

Trade and other payables to related party

Jubilant Clinsys Limited

Jubilant Life Sciences Limited

Jubilant Life Sciences (USA) Inc.

Jubilant Life Sciences NV

Vam Employees Provident Fund Trust

Jubilant Biosys Limited

Jubilant Life Sciences (Switzerland) AG, Schaffhausen
Jubilant Life Sciences International Pte Limited

Payable for business purchase — (including interest)

Jubilant Life Sciences Limited

As of December 31,

As of March 31,

2016 2016
183,675 316,445
33,030 109,743
7,407 40
- 167,442
224,112 593,670
As of December 31, As of March 31,
2016 2016
1,362,355 -
1,362,355 -
As of December 31, As of March 31,
2016 2016
1,664,598 1,643,447
11,789,892 9,026,651
476,598 514,885
125,992 601,923
161,470 139,184
47,898 -
3,041 5,356
539,245 2,590,875
14,808,734 14,522,321
As of December 31, As of March 31,
2016 2016
- 5,608,007

5,608,007
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Jubilant Pharma has, on the basis on an assessment of the level of operating results as regularly reviewed by its chief operating decision maker
(‘CODM?) in order to make decisions about resources to be allocated to the segment and assess its performance, identified pharmaceuticals as the
only reportable segment. This reportable segment focuses on generic and specialty pharmaceutical products.

The Components of “‘Other activities’ represents trading in non-pharmaceutical products through its subsidiary in China. The operations in China is
not considered to be a reportable segment as it did not meet the quantitative thresholds criteria as at and for the year ended March 31, 2016 and nine
month ended December 31, 2016 and the operating performance thereof is not considered significant from the Company perspective. Further the
business in China is proposed to be transferred to JLSIPL as per the agreement entered between JPL and JLSIPL. The transaction is effective once
regulatory approval is received for the transfer.

Enterprise-wide disclosure about product sales, revenue and long lived assets by geographical area and revenue from major customers for the
reportable segment being pharmaceutical are presented below:

a. Segment information:

Revenues, net
Research and development expenses

Net income

Income tax expense

Profit/ (loss) before tax
Interest income

Finance cost*

Depreciation and amortization

Earnings before interest,
depreciation and tax

Pharmaceuticals

Others

Total

Three months ended

December 31,

December 31,

Three months ended

December 31,

December 31,

Three months ended

December 31,

December 31,

2016 2015 2016 2015 2016 2015
115,682,187 99,351,635 3,487,440 3,806,737 119,169,627 103,158,372
7,629,224 5,677,093 - - 7,629,224 5,677,093
11,0 38,417 8,893,259 (22,819) (225,143) 11,015,598 8,668,116
5,200,195 2,694,080 - - 5,200,195 2,694,080
16,238,612 11,587,339 (22,819) (225,143) 16,215,793 11,362,196
988,366 8,170 1,223 1,341 989,589 9,511
9,875,646 7,414,584 18,152 4,168 9,893,798 7,418,752
5,677,912 5,854,503 1,110 1,524 5,679,022 5,856,027
30,803,804 24,848,256 (4,780) (220,792) 30,799,024 24,627,464
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Pharmaceuticals

Others

Total

Nine months ended

Nine months ended

Nine months ended

December 31, December 31, December December 31, December December 31,
2016 2015 31, 2016 2015 31, 2016 2015
i.  Revenues, net 339,345,321 318,570,377 10,928,261 15,980,789 350,273,582 334,551,166
ii. Research and development expenses 21,701,026 18,859,552 - - 21,701,026 18,859,552
iii. Netincome 43,051,986 38,870,307 136,839 (223,409) 43,188,825 38,646,898
Income tax expense 12,495,127 7,642,124 - - 12,495,127 7,642,124
Profit/ (loss) before tax 55,547,113 46,512,431 136,839 (223,409) 55,683,952 46,289,022
Interest income 1,130,567 64,584 4,786 6,483 1,135,353 71,067
Finance cost * 22,933,550 21,198,028 28,230 59,924 22,961,780 21,257,952
Depreciation and amortization 17,555,702 18,127,428 3,409 4,791 17,559,111 18,132,219
Earnings before interest, depreciation
iv. and tax 94,905,798 85,773,303 163,692 (165,177) 95,069,490 85,608,126
* Including expense on stock settled debt instrument.
b. Goodwill by geographical location:
Pharmaceuticals Others
As of As of
December 31, 2016 March 31, 2016 December 31, 2016 March 31, 2016
North America 142,525,740 145,563,338 -
Europe 9,652,745 10,416,621 -

Total 152,178,485 155,979,959
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Segment revenues by geographic area:

Pharmaceuticals

Others

Total

Three months ended
December 31, December 31,

Three months ended
December 31, December 31,

Three months ended
December 31, December 31,

2016 2015 2016 2015 2016 2015
North America 80,788,479 74,084,588 - - 80,788,479 74,084,588
Europe 17,309,323 9,621,862 - - 17,309,323 9,621,862
Asia 6,843,821 5,103,586 3,487,440 3,806,737 10,331,261 8,910,323
Rest of the world 10,740,564 10,541,599 - - 10,740,564 10,541,599
Total 115,682,187 99,351,635 3,487,440 3,806,737 119,169,627 103,158,372

Pharmaceuticals

Others

Total

Nine months ended
December 31, December 31,

Nine months ended
December 31, December 31,

Nine months ended
December 31, December 31,

2016 2015 2016 2015 2016 2015
North America 239,021,613 237,296,129 - - 239,021,613 237,296,129
Europe 42,652,189 34,370,067 - - 42,652,189 34,370,067
Asia 24,200,821 18,435,292 10,928,261 15,980,789 35,129,082 34,416,081
Rest of the world 33,470,698 28,468,889 - - 33,470,698 28,468,889
Total 339,345,321 318,570,377 10,928,261 15,980,789 350,273,582 334,551,166

Segment revenues by business:

December 31,

Three months ended
December 31,

Nine months ended
December 31, December 31,

2016 2015 2016 2015
Generics 49,907,364 49,761,911 156,029,135 150,559,771
Speciality Pharma 65,774,823 49,589,724 183,316,186 168,010,606
Others 3,487,440 3,806,737 10,928,261 15,980,789
Total Revenue 119,169,627 103,158,372 350,273,582 334,551,166




25.

JUBILANT PHARMA LIMITED
Notes to the Condensed Consolidated Financial Statements
(Unaudited)
(All'amounts in United States Dollars, unless otherwise stated)

Commitments and contingencies
Capital Commitments

As of December 31, 2016 and March 31, 2016, the Group had committed to spend 18,349,195 and 8,525,703,
respectively under agreements to purchase property, plant and equipment and computers, respectively. This
amount is net of capital advances paid in respect of these purchases.

Other commitments

Exports obligation undertaken by the Group under EPCG scheme to be completed over a period of six years on
account of import of capital goods with no import duty and remaining outstanding is 1,138,476 and 1,286,800
as of December 31, 2016 and March 31, 2016, respectively. Export obligation under Advance License Scheme
on duty free import of specific raw materials, remaining outstanding is 13,542,172 and 15,421,361 as of
December 31, 2016 and March 31, 2016, respectively.

Contingencies

The Group, as a result of its nature of business, is subject to penalties by customers on account of various
reasons like recall, service levels etc. The Group may become subject to various products liability, consumer,
commercial, environmental and tax litigations and claims, government investigations and other legal
proceedings that may arise in future.

The Group accrues for contingencies to the extent that the management concludes their occurrence is probable
and the related liabilities are estimable.

The aggregate amount of claims not acknowledged as debt as of December 31, 2016 and March 31, 2016 was
4,781,700 and 4,761,108, respectively. Outstanding guarantees furnished by banks on behalf of the Group as of
December 31, 2016 and March 31, 2016 were 6,845 and 20,514, respectively.

A customer has filed a claim against a subsidiary of the Group located in Belgium for alleging contravention of
certain provisions of Licencing and Supply agreement between the parties and claiming damages amounting to
2,197,800 and 2,370,933 (excluding interest) as of December 31, 2016 and March 31, 2016, respectively . The
Group has also filed a counter claim against this customer for damages amounting to 2,510,322 and 2,708,073
of December 31, 2016 and March 31, 2016, respectively in the same dispute. The case is under arbitration.

Further, during the year ended March 31, 2014, the Group had received warning letters from U.S. Food and
Drug Administration (“U.S. FDA”) for its pharmaceutical sterile manufacturing facility located in Spokane,
Washington, (USA). The letters were related to process implementation/improvements plans noticed by U.S.
FDA. During the year ended March 31, 2016, the Group was informed by the U.S. FDA that the above facility
has been upgraded to the status of VVoluntary Action Indicated (VAI). The Spokane site’s latest Establishment
Inspection Report (EIR) indicates the inspections have been successfully concluded.
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Fair value measurement

The following table presents the carrying amounts and estimated fair values of the Group’s financial
instruments as of December 31, 2016 and as of March 31, 2016. Fair value is defined as the amount that would
be received to sell an asset or paid to transfer a liability in an orderly transaction between market participants at
the measurement date. Some of the Group’s financial instruments, such as cash and cash equivalents,
receivables and payables, are reflected in the balance sheet at carrying value, which approximates fair value
due to their short-term nature. The fair value of long-term debt other than Bond was based upon a discounted
cash flow analysis that used the aggregate cash flows from principal and interest payments over the life of the
debt and current market interest rates. The fair value of bond is calculated based on observable market price of

the debt instrument.

As of As of
December 31, 2016 March 31, 2016
Carrying Fair Carrying Fair
Amount value Amount value
Financial assets
Cash and cash equivalents 34,396,825 34,396,825 29,363,061 29,363,061
Trade accounts receivable, net 87,900,291 87,900,291 96,353,664 96,353,664
Restricted cash - current portion 54,679 54,679 69,821 69,821
Due from related parties- non - current
portion 47,843,368 47,843,368 - -
Due from related parties 996,688 996,688 593,670 593,670
Restricted cash - non - current portion 2,197 2,197 2,252 2,252
Other current assets 1,958,262 1,958,262 6,433,213 6,433,213
Financial liabilities
Short term borrowings 5,998,035 5,998,035 45,701,814 45,701,814
Current portion of long term debt 12,187,009 12,187,009 24,815,076 24,815,076
Trade accounts payable 30,157,430 30,157,430 31,419,532 31,419,532
Due to related parties 16,171,089 16,171,089 20,124,972 20,124,972
Other financial liabilities - current portion 27,088,082 27,088,082 21,899,445 21,899,445
Long term debt, excluding current portion 384,517,058 376,590,137 326,684,718 324,777,109
Other financial liabilities - non - current
portion 17,423,195 17,423,195 13,297,384 13,297,384



27.

JUBILANT PHARMA LIMITED
Notes to the Condensed Consolidated Financial Statements
(Unaudited)
(All'amounts in United States Dollars, unless otherwise stated)

The following details our financial instruments where the carrying value and the fair value differ:

Year/ period Financial Carrying Markets for Significant Other Significant
Instrument Value Identical Observable Inputs Unobservable
item (Level2) Inputs (Level3)
(Levell)
As at Long term debt, 384,517,057 287,212,257 89,377,880
December 31, excluding current
2016 portion
As at Long term debt, 326,684,718 - 324,777,109
March 31, 2016 excluding current
portion

Subsequent events

The Group evaluated all events and transactions that occurred after December 31, 2016 up through January 30,
2017. Based on the evaluation, the Group is not aware of any events or transactions that would
require recognition or disclosure in the condensed consolidated financial statements.
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