S.N.Dhawan & CO. LLP

Chartered Accountants

Independent Auditor’s Report
To the Members of JHS Svendgaard Labotatories Limited

Report on the Consolidated Financial Statements
We have audited the accompanying consolidated financial statements of JHS Svendgaard

Laboratories Limited, (“the Holding Company”} and its subsidiaries (the Holding Company and its
subsidiaties together referred to as “the Group”), comprising of the Consolidated Balance Sheet as
at March 31, 2017, the Consolidated Statement of Profit and Loss and the Consolidated Cash
Flow Statement, for the year then ended, and a summary of the significant accounting policies
and other explanatory information (“the consolidated financial statements”).

Management’s Responsibility for the Consolidated Financial Statements

The Holding Company’s Board of Directors is responsible for the preparation of these
consolidated financial statements in terms of the requirements of the Companies Act, 2013 ( “the
Act”) that give a true and fair view of the consolidated financial position, consolidated financial
petformance and consolidated cash flows of the Group in accordance with the accounting
principles generally accepted in India, including the Accounting Standards specified under
Section 133 of the Act, read with Rule 7 of the Companies (Accounts) Rules, 2014 (as amended).
The respective Board of Directors of the companies included in the group are responsible for
maintenance of adequate accounting records in accordance with the provisions of the act for
safeguarding the assets of the group and for preventing and detecting frauds and other irregularities;
selection and application of appropriate accounting policies; making judgments and estimates that are
reasonable and prudent; and the design, implementation and maintenance of adequate internal
financial controls, that were operating effectively for ensuring the accuracy and completeness of the
accounting records, relevant to the preparation and presentation of the financial statements that
give a true and fair view and are free from material misstatement, whether due to fraud or error,
which have been used for the purpose of preparation of the consolidated financial statements by the

directors of the Holding Company, as aforesaid.

Auditor’s Responsibility
Our responsibility is to express an opinion on these consolidated financial statements based on

our audit.

While conducting the audit, we have taken into account the provisions of the Act, the accounting
and auditing standards and matters which are required to be included in the audit report under
the provisions of the Act and the Rules made thereunder.

We conducted our audit in accordance with the Standards on Auditing specified under Section
143(10) of the Act. Those Standards require that we comply with ethical requirements and plan
and perform the audit to obtain reasonable assurance about whether the consolidated financial

statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and the
disclosures in the consolidated financial statements. The procedures selected depend on the
auditor’s judgment, including the assessment of the risks of material misstatement of the
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consolidated financial statements, whether due to fraud or error. In making those risk
assessments, the auditor considers internal financial controls relevant to the Holding Company’s
prepatation of the consolidated financial statements that give a true and fair view in order to
design audit procedures that are appropriate in the circumstances. An audit also includes
evaluating the appropriateness of the accounting policies used and the reasonableness of the
accounting estimates made by the Holding Company’s Board of Directors, as well as evaluating
the overall presentation of the consolidated financial statements.

We believe that the audit evidence obtained by us and by the other auditors in terms of their
reports referred in the Other Matter paragraph below, is sufficient and appropriate to provide a
basis for our qualified audit opinion on the consolidated financial statements.

Basis for Qualified Opinion

Referencing to the note no. 33 to the consolidated financial statements, the Company has not
recognised an income amounting to Rs. 2,750.00 Lakhs on account of compensation agreed and
received subsequent to the year-end in terms of settlement agreement with its customers dated
March 28, 2017 in the financial statements for the year ended March 31, 2017, which constitutes 2
departure from the Accounting Standards prescribed in section 133 of the Compantes Act, 2013.
Had the management recognised the said, exceptional income would have increased by Rs. 2,750.00
Lakhs. The carrying amount of other current assets would have increased by Rs. 2475 Lakhs, net
profit after tax and reserves and surplus would have increased by Rs. 1,900.25 Lakhs and deferred tax

assets would have reduced by Rs. 849,75 Lakhs.

Qualified Opinion

In our opinion and to the best of our information and according to the explanations given to us and
based on the consideration of the reports of other auditors on the separate financial statements and
on the other financial information of the subsidiaries as noted below, except for the effects of the
matter described in the Basis for Qualified Opinion paragraph above, the aforesaid consolidated
financial statements give the information required by the Act in the manner so required and give a
true and fair view in conformity with the accounting principles generally accepted in India, of the
consolidated state of affairs (financial position) of the Group as at March 31, 2017, and their
consolidated profit (financial petformance), and their consolidated cash flows for the year ended on

that date.

Other Matter
We did not audit the financial statements two subsidiaties, included in the consolidated financial

statements, whose financial statements reflect total assets (after eliminating intra-group transactions)
of Rs.1485.82 Lakhs and net assets of Rs. (46.55) Lakhs as at March 31, 2017, total revenues (after
eliminating intra-group transactions) of Nil and net cash flows amounting to Rs.0.42 Lakhs for the
year ended on that date. These financial statements have been audited by other auditors whose
teports have been furnished to us by the Management and our opinion on the consolidated financial
statements, in so far as it relates to the amounts and disclosures included in respect of these
subsidiaties, and our report in terms of sub-section (3) of Section 143 of the Act, in so far as it relates
to the aforesaid subsidiaries, is based solely on the reports of the other auditors.




Our qualified opinion above on the consolidated financial statements, and our report on Other Legal
and Regulatory Requirements below, is not modified in respect of the above mattess with respect to
our reliance on the work done by and the reports of the other auditors.

Report on Other Legal and Regulatory Requirements
1. As required by Section 143(3) of the Act and based on the auditor’s reports and other financial

information of the subsidiaries, as noted in the ‘Other matter’ paragraph, we repost that:

a)

b)

d

g

We have sought, except for the possible effects of the matter described in the Basis for
Qualified Opinion paragraph above, and obtained all the information and explanations
which to the best of our knowledge and belief were necessary for the purpose of our
audit of the aforesaid consolidated financial statements;

Except for the possible effects of the matter described in the Basis for Qualified
Opinion paragraph above, in our opinion, proper books of account as required by law
relating to preparation of the aforesaid consolidated financial statements have been kept so
far as it appears from our examination of those books and the reports of the other auditors,

The consolidated financial statements dealt with by this Report are in agreement with the
relevant books of account maintained for the purpose of preparation of the consolidated

financial statements;

Except for the matter described in the Basis for Qualified Opinion paragraph above, in
our opinion, the aforesaid consolidated financial statements comply with the Accounting
Standards specified under Section 133 of the Act, read with Rule 7 of the Companies

(Accounts) Rules, 2014{as amended);

On the basis of the written representations received from the directors of the Holding
Company as on March 31, 2017 taken on record by the Board of Directors of the Holding
Company and the reports of the other statutory auditors of its subsidiaries incorpotated in
India, none of the directors of the Group companies incotporated in India is disqualified as
on March 31, 2017 from being appointed as a director in terms of Section 164 (2) of the Act.

With respect to the adequacy of the internal financial controls over financial reporting of the
Holding Company and its subsidiaries incorporated in India and the operating effectiveness
of such controls, refer to our separate Report in “Annexure A”.

With respect to the other matters to be included in the Auditor’s Report in accordance with
Rule 11 of the Companies (Audit and Auditor’s) Rules, 2014 (as amended), in our opinion
and to the best of our information and according to the explanations given to us and based
on the auditor’s reports of the subsidiaties, as noted in the ‘Other matter’ paragraph:

(i)  The consolidated financial statements disclose the impact of pending litigations on the
consolidated financial position of the Group-Refer Note 32 to the consolidated

financial statements;

(i)  The Group did not have any long-tetm contracts including derivative contracts for
which there were any material foreseeable losses;




(i)  There has been no delay in transferring amounts, required to be transferred, to the
Investor Education and Protection Fund by the Holding Company and its subsidiaries
incorporated in India during the year ended March 31, 2017.

(iv) The Holding Company and its subsidiaries incorporated in India have provided
requisite disclosures in the financial statements as to holdings as well as dealings in
Specified Bank Notes duting the period from November 8, 2016 to December 30,
2016. Based on audit procedures and relying on the management representation we
repott that the disclosures are in accordance with books of account maintained by the
Holding Company and its subsidiaties incorporated in India and as produced to us by
the Management — Refer Note 43

For 8.N. Dhawan & Co LLP
(Formerly §. N, Dbawan ¢ Co.)

Chartered Accountants
Firm’s Registration No,:000050N /N500045

S.K. Khattar
Partner
Membership No.: 084993

Place: New Delhi
Date: May 23, 2017
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Annexure “A”

Independent Auditor’s report on the Internal Financial Controls under Clause (i) of Sub-
section 3 of Section 143 of the Companies Act, 2013 (“the Act™)

In conjunction with our audit of the consolidated financial statements of the Company as of and for
the year ended March 31, 2017, we have audited the internal financial controls over financial reporting
of JHS Svendgaard Laboratoties Limited (hereinafter referred to as the “Holding Company™) and its
subsidiaty companies which are companies incorporated in India, as of that date.

Management’s Responsibility for Internal Financial Controls

The respective Board of Directors of the Holding Company and its subsidiaty companies which are
companies incorporated in India, are responsible for establishing and maittainitg interpal financial
controls based on Internal financial controls over financial reporting criteria established by the
Company considering the essential components of internal control stated in the Guidance Note on
Audit of Internal financial controls over financial reporting issued by the Institute of Chartered
Accountants of India (“ICAT’). These tesponsibilities include the design, implementation and
maintenance of adequate internal financial controls that were operating cffectively for ensuring the
orderly and efficient conduct of the company’s business, including adherence to the respective
company’s policies, the safeguarding of the company’s assets, the prevention and detection of frauds
and errors, the accuracy and completeness of the accounting records, and the timely preparation of

reliable financial information, as requited under the Act.

Auditors’ Responsibility

Qur responsibility is to express an opinion on the internal financial controls over financial repotting of
the Holding Company and its subsidiary companies as aforesaid, based on our audit. We conducted
our audit in accordance with the Guidance Note on Audit of Internal Financial Controls Over
Financial Reporting (the “Guidance Note”) issued by the Institute of Chattered Accountants of India
(ICAY) and the Standards on Auditing, issued by ICAI and deemed to be prescribed under section
143(10) of the Act, to the extent applicable to an audit of internal financial controls over financial
reporting, Those Standards and the Guidance Note require that we comply with ethical requitements
and plan and perform the audit to obtain reasonable assurance about whether adequate Internal
financial controls over financial reporting were established and maintained and if such controls

operated effectively in all material respects.

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

We believe that the audit evidence we have obtained and the audit evidence obtained by the other
auditors in terms of their repotts teferred to in the Other Matter paragraph below, is sufficient and
appropriate to provide a basis for out audit opinion on the Internal financial controls over financial

reporting of the Holding Company and its subsidiary companies as aforesaid.

Meaning of Internal Financial Controls over Financial Reporting

A company's Internal financial controls over financial reporlmg is a process desxgned to proy,
reasonable assurance regarding the reliability of financial reporting and the preparation of fnaiitiat &

statements for external purposes in accordance with generally accepted accounting pr f‘rciples AN
% L .
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company's Internal financial controls over financial reporting includes those policies and procedures
that (1) pertain to the maintenance of records that, in reasonable detail, accurately and faitly reflect the
transactions and dispositions of the assets of the company; (2) provide reasonable assurance that
transactions atc recorded as necessary to permit preparation of financial statements in accordance with
generally accepted accounting principles, and that receipts and expenditures of the Company ate being
made only in accordance with authotisations of management and directors of the Company; and (3)
provide reasonable assurance regarding prevention or timely detection of unauthorised acquisition, use,
or disposition of the company's assets that could have a material effect on the financial statements,

Inherent Limitations of Internal Financial Conttols over Financial Reporting

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

Opinion

In our opinion, the Holding Company and its subsidiary companies, which are companies incorporated
in India, have, in all material respects, adequate internal financial controls system over financial
reporting and such internal financial controls over financial reporting were opetating effectively as at
Match 31, 2017, based on Internal financial controls over financial reporting criteria established by the
Company considering the essential components of internal control stated in the Guidance Note on
Audit of Internal financial controls over financial reporting issued by the Institute of Chartered

Accountants of India.

QOther Matiers

Qur aforesaid reports under Section 143(3)(i) of the Act on the adequacy and operating effectiveness
of the interal financial controls over financial reporting insofar as it relates to the aforesaid
subsidiaries, which are companies incorporated in India, is based on the cotresponding reports of the

auditors of such companies incorporated in India.

For 8.N. Dhawan & Co LLIP
(Formerly S. N. Dhawan & Co.)
Chartered Accountants
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. enquiry @ svendgaard.com

Tritokpur Road, Kheri (Kala-Amb), Tehsil-Nahan, Distt. Sirrmour, Himachal Pradesh - 173080, INDIA
+91-1702-302125

D +91-1702-302 119 121/102 - Fax :

Corporate Office ; B-1/E-23, Mohan Co-operative !ndustrial Area, Mathura Road, New Delhi - 110044, INDIA
D+ 81-11-26900411/412, Fax - +91-11-26900434, Email

Registered Office
Tel,

Tel.

A Government of India recogaized Star Export House

LABORATORIES LIMITED




SVENDGAARD

LABORATORIES

ANNEXURE § LIMITED

along-with Annual Audited Financial Results — Conselidated

Statement on Impact of Audit Qualifications for the Financial Year ended Mareh 31, 2017

|See Regulation 33 of the SEBI (LODR) (Amendment) Regulations, 20106]

1. SLNo. | Particulars Audited Figures Audited
(as reported Figures
before adjusting (after
for adjusting for
gualifications) qualifications)
(Rs. in Lakhs) (Rs. in Lakhs)
1. Turnover / Total income 10547.85 13297.85
2, Total Expenditure 10226.49 10226.49
3. Net Profit/(I.oss) 2196.11 4096.36
4. Earnings Per Share
Basic (Rs.) 546 10.19
Diluted (Rs.) 3.70 6.90
5. Total Assets 15530.09 17430.34
6. Total Liabilities 255535 255535
7. Net Worth 12974.74 14874.99
8. Any other financial item(s) (as felt - -
appropriate by the management)
11, | Audit Qualification:
a, Details of Audif Qualification:
Referencing to the note no, 33 to the standalone financial statements, the company
has not recognized an income amounting to Rs.2,750.00 Lakhs on account of
compensation agreed and received subsequent to the year-end in terms of seftlement
agreement with ifs customers dated March 28, 2017 in the financial statements for
the year ended March 31,2017, which constitutes a departure from the Accounting
Standards prescribed in section 133 of the Companies Act,2013. Had the
management recognized the said, exceptional income would have increased by
Rs.2,750.00 Lakhs. The carrying amount of the other current assets would have
increased by Rs.2475.00 lakhs, Net profit after tax & reserves & surplus would have
increased by Rs.1900.25 Lakhs & deferred tax would have reduced by Rs.849.75
Lakhs.
b. Type of Audit Qualification : Qualified Opinion
C. Frequency of qualification: Whether appeared first time: Yes
d. For Audii Qualification(s) where the impact is quantified by the auditor,
Management's Views: Yes, management's estimation on the impact of audit
qualification is Rs.2750 Lakhs
e, For Audit Qualification(s) where the impact is not quaniified by the auditor:
Not applicable.
(i) Management's estimation on the impact of audit qualification: Not
applicable.
(ii) H management is unable to estimate the impact, reasons for the same: Not
applicable.
(iii) Auditors' Comments on (i) or (i) above: Not applicable.
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LABORATORIES LIMITED

AGovernment of India recognized Star Export House

CIN - L24230HF2004PLCO275568
Statement on Impact of Audit Qualifications (for audit report with modified opinion) submitted

Hegistered Offlce : Trilokpur Road, Kheri (Kala-Amb), Tehsil-Nahan, Distt. Sirmour, Himachal Pradesh - 173030, INDIA

Corporate Office : B-1/E-23, Mohan Co-operative Industrial Area, Mathura Road, New Delhi - 110044, INDIA
Tel. 1 +91-11-26900411/412, Fax : +91-11-26800434, Email : enguiry @ svendgaard.com
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111. | Signatories:
ON 1 24230HP2004PLC0O27ES

¢ Managing Director

PN
g o

e T

s  Chief Financial Officer (CIFO)

¢ Audit Committee Chairman

*  Statotory Auditor

Place: New Delhi
Date: May 23, 2017
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