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KNAV

Independent auditor’s report

To,
The Board of Directors
Advance Enzymes USA Inc. and its’ Subsidiaries

We have audited the accompanying consolidated financial statements of Advance enzymes USA Inc. and its’ subsidiaries
(“the Company”) which comprise the consolidated balance sheets as at March 31, 2018 and March 31, 2017, the
consolidated statements of profit and loss, the consolidated statements of cash flows and the consolidated statements of
changes in equity for the years then ended and a summary of the significant accounting policies and other explanatory

information.

Management’s responsibility for the financial statements:

Management is responsible for the preparation and fair presentation of these consolidated financial statements in
accordance with. Indian Accounting Standards (‘IndAS’), as issued by the Institute of Chartered Accountants of India
(ICAT) and notified by Ministry of Corporate Affairs (MCA’), India, under the Companies Act, 2013; this includes the
design, implementation, and maintenance of internal control relevant to the preparation and fair presentation of financial
statements that are free from material misstatement whether due to fraud or error.

Auditor’s responsibility:

Our responsibility is to express an opinion on these annual consolidated financial statements which have been prepared
in accordance with the recognition and measurement principles laid down in the Companies (Indian Accounting
Standards) Rules, 2015 as per Section 133 of the Companies Act, 2013 and other accounting principles generally accepted
in India. We conducted in accordance with auditing standards generally accepted in the United States of America as
established by Auditing Standards Board of the American Institute of Certified Public Accountant. 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 auditinvolves performing procedures to obtain audit evidence about the amounts and the disclosures in the consolidated
IndAS financial statements. The procedures selected depend on the auditor’s judgment, including the assessment of the
risks of material misstatement of the consolidated financial statements, whether due to fraud or error. In making those risk
assessments, the auditor considers internal controls relevant to the Company’s preparation and fair presentation of the
consolidated financial statements in order to design audit procedures that are appropriate in the circumstances, but not for
the purpose of expressing an opinion on the effectiveness of the Company’s internal control. Accordingly, we express no
such opinion. An audit also includes evaluating the appropriateness of the accounting policies used and the reasonableness
of the significant accounting estimates made by the Company’s management, as well as evaluating the overall presentation
of the Consolidated Ind AS financials statement.

We believe that the audit evidence obtained by us is sufficient and appropriate to provide a basis for our audit opinion on

the financial statements.

Opinion

In our opinion, the consolidated financial statements referred to above present fairly in all material respects, the
consolidated financial position of the Company as of March 31, 2018 and March 31, 2017 and the consolidated results of its
operations and the consolidated cash flows and consolidated changes in equity for the years then ended, in accordance with

Indian Accounting Standards (‘IndAS’).

KNAV P.A.

Certified Public Accountants

One Lakeside Commons, Suite 850 990 Hammond Drive NE, Atlanta, GA 30328
2018-064



NAV

The accompanying consolidated financial information in US Dollars is prepared for the purpose of filing Annual
Performance Report with the Reserve Bank of India(“RBI”) as per guidelines prescribed by RBI and is not a required part
of the basic consolidated financial statements. Such information is the responsibility of management and was derived from
and relates directly to the underlying accounting and other records used to prepare the consolidated financial statements.
We have verified the arithmetic accuracy of the presentation of the financial information. We did not audit and do not

Emphasis of matter

express an opinion on such information, and our opinion is not modified with respect to this matter.

Al Deabmiddl

Atlanta, Georgia
May 17, 2018

KNAV P.A.
Certified Public Accountants
One Lakeside Commons, Suite 850 990 Hammond Drive NE, Atlanta, GA 30328

2018-064



Advanced Enzymes USA, Inc. and Subsidiaries

Consolidated balance sheets

USD INR UsD INR UsD INR
As at As at As at As at As at Asat
Notes 31 March 2018 31 March 2018 31 March 2017 31 March 2017 1 April 2016 I April 2016
L ASSETS
(1) Non-current assets
(a) Property, plant and cquipment 2 1,223,812 79,601,774 1,510,731 97,953,700 1,541,558 102,256,084
() Intangible assets 98,000 6,374,322 ] ]
(c) Goodwill 33,872,000 2,203,173,728 33,242,000 2,155,364,714 33,242,000 2,205,038,233
{d) Deferred tax asset 12 47,232 3,072,160
Total non current assets 35,241,044 2,292,221,984 34,752,731 2,253,318,414 34,783,558 2,307,294,317
(2) Current assets
(a) Inventories 4 3,669,930 238,708,579 3,690,920 239,314,105 3,123,981 207,222,754
(b) Financial asscts
(i) Trade receivables 5 1,410,581 91,749,951 1,198,950 77,738,266 1,017,255 67,477,450
(i) Cash and cash cquivalents 6 9,053,631 588,885,295 883,317 57,273,057 3,472,902 230,367,662
(iif) Loans 7 3,609,633 234,785,330 - *
(c) Income tax assct - 193,974 12,577,014 - -
(d) Other current assets K 55,129 3,385,836 33,103 2,146,338 58,701 3,893,844
17,798,924 1,157,714,991 6,000,264 389,048,780 7,672,839 508,961,710
Toral 53,039,968 3,449,936,975 40,752,995 2,642,367,194 42,456,397 2,816,256,027
II. EQUITY AND LIABILITIES
(1) Equity
(8) Fquity share capital ] 5,839,000 285,831,054 5,839,000 285,831,054 5,839,000 285,831,054
(b) Other equity L] 44,023,038 2,957,428,051 33,906,638 2,291,220,496 25,039,398 1,762,475,485
Equity attributable to equity holders of 49,862,038 3,243,259,105 39,745,638 2,571,051,550 30,878,398 2,048,306,539
the parent
Total equity 49,862,038 3,243,259,105 39,745,638 2,577,051,550 30,878,398 2,048,306,539
(2) Non current liabilities
(a) Financial labilitics
(1) Borrowings 1] - - - 3,459,128 229,454,031
(b) Deferred tax labilities (net) 12 - - 148,495 9,628,277 136,896 9,027,828
Total non current liabilities - - 148,495 9,628,277 3,596,024 238,481,859
(3) Current liabilities
(a) Financial liabilitics
(1) Trade payables 15 1,179,265 76,704,248 497,549 32,260,397 703,900 46,691,735
(i) Other financial Liabilities 13 400,366 26,041,444 153,031 9,922,314 4,533,436 295,674,623
(b) Other current liabilitics 14 1,269,937 82,601,917 98,351 6,376,951 1,940,406 126,555,010
(c) Short-term provisions 16 135,068 8,757,596 109,930 7,127,707 139,995 10,539,420
(d) Liabilitics for cucrent tax (net) 193,294 12,572,665 - - 664,239 50,006,841
Total current liabilities 3,177,930 206,677,870 858,861 55,687,369 7,981,976 529,467,629
Total liabilities 3,177,930 206,677,870 1,007,356 65,315,646 11,578,000 767,949,488
TOTAL EQUITY AND LIABILITIES 53,039,968 3,449,936,975 40,752,995 2,642,367,195 42,456,398 2,816,256,027
Notes 1 10 35 form an integral part of these idated fi ial
gralp

This is the balance sheet referred to in our report of even date

For KNAV P.A.
Certified Public Accountants

Atel deslosadd.
Arul Deshmukh, CPA
LEngagement Partner
Licensed in Georgia
Place : Atlanta, Georgia
Date: May 17, 2018

For, on behalf of Board of Directors of Ad d Enzy

USA, Inc. andspbsidiares

Vi

Director Director

Place : Chino Place : Thane
Date: May 17, 2018 s Date: May 17, 2018




Advanced Enzymes USA, Inc. and Subsidiaries
Consolidated statements of profit and loss

usD INR UsD INR
For the year ended For the year ended For the year ended For the year ended
Notes 31 March 2018 31 March 2018 31 March 2017 31 March 2017
Revenue
Revenue from operations (nct) 17 28,149,388 1,814,155,097 25,791,936 1,730,370,651
Other income 18 169,327 10,912,669 52,645 3,531,932
Total revenue 28,318,715 1,825,067,766 25,844,581 1,733,902,583
Expenses
Cost of materials consumed 19 8,394,815 540,682,663 6,590,806 447,196,501
Changes in inventories of finished goods and work- 20
n-progress (362,650) (21,715,327) 589,205 37,078,864
Employce benefit expenses 21 2,690,465 173,393,490 2,623,951 176,039,802
Iinance costs 22 - - 208,219 13,969,318
Depreciation and amortisation expense 23 427,123 27,526,970 385,952 25,893,365
Other expenses 24 1,895,353 122,150,588 1,692,365 113,540,095
Total expenses 13,045,106 842,038,384 12,090,498 813,717,945
Profit before tax 15,273,609 983,029,382 13,754,083 920,184,638
Tax expense
Current tax 5,371,609 346,186,274 5,064,152 339,751,901
Deferred tas (195,512) (12,600,259) 12,673 1,076,606
Tax adjustment for carlicr years . - (187,029) (12,547,674)
5,176,097 333,586,015 4,889,796 328,280,833
Profit/ (Loss) for the period 10,097,512 649,443,367 8,864,287 591,903,805
Other comprehensive income
Ttems that will be reclassified to profit or
loss
ixchange differences in translating 15,546,982 (63,356,918)
financial statements of forcign
operations
Total comprehensive income for the period 15,546,982 (63,356,918)

Notes 1 to 35 form an integral part of these consolidated financial statements

This is the statement of profit and loss referred to in our report of even date

For KNAV P.A.
Certified Public Accountants

Al deskmadd,

Atul Deshmukh, CPA
Engagement Partner
Licensed in Georgia
Place : Atlanta, Georgia
Date: May 15, 2017

Far an

Director

Place : Chino
Date : May 15, 2017

- L. Rathi
Director

oh behalf of Board of Directors of Advanced Enzymes USA, Inc. and subsidiaries

Place : Thane
Datc : May 15, 2017



Advanced Enzymes USA, Inc. and Subsidiaries
Consolidated statements of cash flows

Cash flows from operating activities

Profit before tax
Profit before exceptional items and tax
Adj for h i

Depreciation and amortisation expense

ESOP amortisaton expenses
Provision for nventory

Items considered separately
Interest mcome

Intecest expenses

Operating profit before working capital changes
Increase / (decrease) i shoet team liabilines and provisions
Increase / (decrease) m trade payables
(Increasc) / deerease in nventories
(Inereasc) / decrease in trade receivables
(Increase) / decrease in other cucrent assets
Increase / (decrease) in other financial liabilides
Cash gencrated from operating activitics

Income taxes paid
Net cash g d from

P

Cash flows from investing activitics
Purchase of tangible assets

Increase in goodwill

Purchase of intangible assets

Loan given to related party

Interest received

Net cash used in investing activities

Cash flows from financing activitics
Proceeds from long term borrowings
Repayment of long teom horrowings
Interest pard

Net cash used in financing activitics

Net (decrease) / increase in cash and cash equivalents

Cash and cash equivalents as at the beginning of the year

Lffect of exchange rate changes on cash and cash equivalents held
Cash and cash cquivalents as at the end of the year

I non-cash fi

The pacent company dudng the previo
parent company leading to an incr

usD INR UsD INR
For the year ended For the year ended For the year ended For the year ended
31 March 2018 31 March 2018 31 March 2017 31 March 2017
15,273,609 983,029,382 13,754,083 920,184,639
15,273,609 983,029,382 13,754,083 920,184,639
427,123 27,526,970 25,893,365
18,887 1,217,206 198,126
VIAER 201 479
15,750,675 103,775,037 14,142,989 946,276,130
92,308) (5,949,011)
267,106 17,920,010
15,658,367 1,007,826,026 14,410,095 964,196,139
26,435 1,703,670 4,210,156 282,457,695
681,716 43,934,832 (206,351) (13,843,996)
(10,086) (650,012) (566,939) (38,035,695)
958,658 61,783,053 (181,696) (12,189,896)
(22,026) (1,419,550 25,598 1,717,376
(2,665) (171,753) 63,056 4,230,401
17,290,399 1,113,006,266 17,753,919 1,188,532,024
(4,984,341) (321,227,846) (5,824,975) (390,795,175)
12,306,058 791,778,420 11,928,945 797,736,850
(140,420) 9,049,696) (356,038) (23,886,455)
(380,000) (24,490,015) -
(98,000) (6,315,846)
(3,517,324 (226,682,413)
(4,135,744) (266,537,970) {356,038) (23,886,455)
5,962,176 400,000,000
(19,857,565) (1,732,236,032)
{267,103) {17,920,009)
- - (14,162,494) (1,350,156,041)
8,170,314 525,240,430 (2,589,585) (576,305,647)
883,317 3,057 3,472,902 230,367,662
6,371,788 N 403,211,042
9,053,631 588,885,295 883,317 57,273,057

year eaded March 31, 2017 issued 11,500 graded options to rwo of the employees of the Company The Company has elected to consider the same as conteibution to reserves by the
in reserves by INR 1,217,206 in the year ended March 31, 2018 and INR 198,125 in the year ended March 31, 2017 (Refer nate 25 on related parties)

This is the cash flow statement referred to in our report of even date

For KNAVPA.
Certified Public Accountants

Atud Acsbmidd.
Atul Deshmukh, CPA
Engagement Parter
Licensed in Georgia
Place : Adanta, Georgia
Date: May 15, 2017

V. L. Rathi
Director

Place : Chino
Date: May 15, 2017

and on behalf of Board of Rlircctops of Advanced Ji

“L. Rathi
Hrecir

Place : Thane
Date: May 13, 2017

ymes USA, Inc, and subsidiaries
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Advanced Enzymes USA, Inc. and Subsidiaries
Notes to the consolidated financial statements
(AU amonnts are stated in Indian Rupees, inless otberwise stated)

2 Tangible assets
Office Furniture and Leasehold Plant and

Gross hlock cquipments fixtures Computer  improvements equipment Total
Balunce as at 1 April 2016 280,963 3,368,196 1,279,621 74,495,448 22,831,849 102,256,077
Additions 956,027 1,094,039 3,415,196 8,510,852 9,910,341 23,886,455
- Foreign exchange fluctuation (28,858) (59,931) - 95,890 - 1,560,754 349997 - 2295425
Balance as at 31 March 2017 1,208,131 4,402,304 4,598,927 81,445,546 32,192,193 123,847,109
Additions . - 963,295 7,200,910 871,571 9,035,776
- Foreign exchange fluctuation (311 H218 142544 {2233 139253
Balance as at 31 March 2018 1,208,102 5,568,441 88,789,306 35,061,231 133,022,138
Accumulated depreciation and amortisation

Balance as at 1 April 2016 - - - - - =
Depreciation expense 284,559 1,569,277 1,416,400 13,775,579 8,847,594 25,893,409
Balance as at 31 March 2017 284,559 1,569,277 1,416,400 13,775,579 8,847,595 25,893,409
Depreciation expense 319,299 1,753,059 1,381,044 14,995,968 9,077,584 27,526,955
Balance as at 31 March 2018 603,858 3,322,336 2,797,444 28,771,546 17,925,179 53,420,364
Net block

Balance as at 31 March 2017 923,572 2,833,027 3,182,527 67,669,968 23,344,598 97,953,700

Balance as at 31 March 2018 604,244 1,072,716 2,770,997 60,017,760 15,136,053 79,601,774




Advanced Enzymes USA, Inc. and Subsidiaries
Notes to the consolidated financial statements
(Al amonnts are stated in Indian Rupees, unless othernise stated)

3

Intangible assets

Gross block

Website
Domain

Total

Balance as at 1 April 2016
Additions
- Foreign exchange fluctuation

Balance as at 31 March 2017
Additions
- Forcign exchange fluctuation

6,315,846
58,476

6,315,846
58,476

Balance as at 31 March 2018

6,374,322

6,374,322

Accumulated depreciation and amortisation

Balance as at 1 April 2016
Depreciation expense

Balance as at 31 March 2017
Depreciation expense

Balance as at 31 March 2018

Net block

Balance as at 31 March 2017

Balance as at 31 March 2018

6,374,322

6,374,322

(Refer note no. 26 on Business Acquisition for acquisition of intangible assels)



Advanced Enzymes USA, Inc. and Subsidiaries
Notes to the consolidated financial statements
(Al amounts are stated in Indian Rupees, nnkess otherwise stated)

As at As at As at
31 March 2018 31 March 2017 1 April 2016
4 Inventories (valued at cost or lower of net realisable value)
Raw materials (Goods-in-transi s to Rs. 18,175,215 as on April 01,
261;\6)11'1'{1 crials ( 0ods-In-transit amounts to Ks N . as on P 155,564"1 12 179’946’045 ]07,402’787
Work-in-progress 1,232,623 3,617,516 5,440,619
Finished goods 79,168,207 53,957,706 93,155,287
Stores and sparcs 2,743,637 1,792,838 1,224,061
238,708,579 239,314,105 207,222,754
5 Trade receivables
Outstanding for a period exceeding six months from the date they are duc for
Unsecured considered good 30,609
Other debts
Unsccured considered good 91,749,951 78,136,888 67,477,450
Provision of bad and doubful debts - (429,231) -
91,749,951 77,138,266 67,477,450

(Refer note 29(53) for information about credit risk and market risk of frade receirables)
(Refer note 25 for receivables from related partics)




Advanced Enzymes USA, Inc. and Subsidiaries
Notes to the consolidated financial statements
(Al amonnts are stated in Indian Rapees, nnless othernise stated)

As at As at As at
31 March 2018 31 March 2017 1 April 2016
Current Non-current Current  Non-current Current Non-current
6 Cash and bank balances

Cash and cash equivalents

Cash on hand 32,522 32,419 33,166

Balances with banks

- I current accounts 588,852,773 - 57,240,638 230,334,496 -

Total 588,885,295 - 57,273,057 - 230,367,662 -
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Advanced Enzymes USA, Inc. and Subsidiaries
Notes to the consolidated financial statements
(AL amonnts are stated in Indian Rupees, unless otherwise stated,)

As at As at As at
31 March 2018 31 March 2017 1 April 2016
Short term Short term Short term
8 Other current assets
Advance to suppliers 2,637,343
Prepaid Expenses 785,915 1,834,085 2,913,228
Others 162,578 312,253 980,616
3,585,836 2,146,338 3,893,844




Advanced Enzymes USA, Inc.
Notes to

lidated £ ;.

. and Subsidiaries

(Al amounts ar stated in Indian Rupees except for the number of shares, unless otherise stated)

)

As at Asat As at
31 March 2018 31 March 2017 1 April 2016
Number Amount Number Amount Number Amount
9 Share capital
Authorised
Equity shares of USD 1,000 each 100,000 6,504,410,000 100,000 6,633,290,000 5,839 285,831,054
100,000 6,504,410,000 100,000 6,633,290,000 5,839 285,831,054
Issued, subscribed and fully paid up
Equity shares of USD 1,000 each 5,839 285,831,054 5,839 285,831,054 5,839 285,831,054
Total 5,839 285,831,054 5,839 285,831,054 5,839 285,831,054
As at As at As at
31 March 2018 31 March 2017 1 April 2016
Reconciliation of Equity share capital Number INR Number INR Number R
Balance at the beginning of the year 5,839 285,831,034 5,839 285,831,054 5,839 285,831,054
Add : Issued during the year - -
Balance at the end of the year 5,839 285,831,054 5,839 285,831,054 5,839 285,831,054

b)

9

Rights, preferences and restrictions attached to shares

The company has one class of equity shates having a par value of USD § 1,000 per share. Each sharcholder is eligible for one vote per share held. Any dividend proposed by the Board of
Directors is subject to the approval of the sharcholders in the ensuing Annual General Meeting, except in case of interim dividend. In the event of liquidation, the equity sharcholders are eligible
to receive the remaining assets of the Company, in proportion to their shareholding,

Shareholders holding more than 5% of the shares

Number Y of holding Numl % of holding Number % of holding
Advanced Enzyme Technologies Limited 5,839 100.00% 5,839 100.00% 5,839 100.00%
5,839 100.00% 5,839 100.00% 5,839 100.00%




Advanced Enzymes USA, Inc. and Subsidiaries
Notes to consolidated financial statements

(AU amonnts are stated in Indian Rupees except for the number of shares, unless otherwise stated)

As at As at As at
31 March 2018 31 March 2017 1 April 2016
10 Reserves and surplus
Other comprehensive income: Foreign currency
translation reserve
Balance at the beginning of the year 131,156,002 194,512,920 (250,312,858)
Add : Additions made during the year 15,546,982 (63,356,918) 444,825,778
Balance at the end of the year 146,702,984 131,156,002 194,512,920
Capital contribution
Balance at the beginning of the year 198,126 - -
Add : Additions made during the year 1,217,206 198,126 z
Less : Deletions made during the year - -
Balance at the end of the year 1,415,332 198,126 =
Securities premium
Balance at the beginning of the year 242,164,086 242,164,086 242,164,086
Add : Additions made during the year - =
Less : Deletions made during the ycar -
Balance at the end of the year 242,164,086 242,164,086 242,164,086
Surplus in the statement of profit and loss
Balance at the beginning of the year 1,917,702,282 1,325,798,479 799,078,594
Add : Transferred from statement of profit and loss 649,443,366 591,903,803 526,719,885
Balance at the end of the year 2,567,145,648 1,917,702,282 1,325,798,479
2,957,428,051 2,291,220,496 1,762,475,485




Advanced Enzymes USA, Inc. and Subsidiaries
Notes to the consolidated financial statements
(Al amounts are stated in Indian Rupees, unless otherwise stated.)

As at As at As at
31 March 2018 31 March 2017 April 1, 2016
Long term Long term Long term
11 Borrowings
Secured
Loans from related parties - 229,454,031
Total borrowings - - 229,454,031

Details of borrowings

(©) Term loans from related parties were secured by pledge of 2,000 equity shares of Cal India Food
International and 1000 shares of Advanced Supplementary Technologies Corporation.

(i) AETT. I oan

Based on the agreement dated August 1, 2016, the Company obtained loan from AETL (patent
company) in Indian Rupees amounting to INR 400,000,000 .i.e. USD 5,976,393. Rate of Interest on loan
is 10.50% per annum . The loan was provided as a financial assistance in the form of unsecured loan.
The purpose of the finance is for prepayment of loans availed by the company .ie. loan from Vasant
Rathi and Rathi Properties LLC,

Terms of the loan:
Repayment of Loan : Five Quartetly Instalments of INR 80,000,000 commencing from quarter ended

30.09.2016 payable on 7th of next month.

(22) Vasant Rathi Loan
On June 30, 2016 and August 11, 2016 the Company pre-paid the entire loan from Vasant Rathi (related

party) in two installments of USD 916,489 and USD 5,724,041, respectively. The overall intetest expense
for the year ended March 31, 2017, amounted to USD 81,634 (Year ended March 31, 2016 : 380,055).
No prepayment pentaly is levied.

(fv) Rathi Properties LLC. I opan

On June 30, 2016 and August 11, 2016 the Company pre-paid the endre loan from Rathi Properties LLC.
(related party) in two installments of USD 161,594 and USD 1,025,971, respectively. The overall interest
expense for the year ended March 31, 2017, amounted to USD 14,608 (Year ended March 31, 2016 :
59,064). No prepayment pentaly is levied.
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Advanced Enzymes USA, Inc. and Subsidiaries
Notes to the consolidated financial statements
(AU amonnts are stated in Indian Rupees, nnless otherwise stated)

As at As at As at
31 March 2018 31 March 2017 April 1, 2016
13 Current - Other financial liabilities
Current maturitics of long term loans - B 289,806,410
Payable against business acquisition 16,261,026 - -
Other payables 9,780,418 9,922,314 5,868,213
26,041,444 9,922,314 295,674,623




Advanced Enzymes USA, Inc. and Subsidiaries
Notes to the consolidated financial statements
(AU amonnts are stated in Indian Rupees, unless othenwise stated)

As at As at As at
31 March 2018 31 March 2017 April 1, 2016
14 Other current liabilities
Advance from customers 82,507,112 6,366,567 125,985,812
Other stautory dues 94,805 10,384 569,198
82,601,917 6,376,951 126,555,010




Advanced Enzymes USA, Inc. and Subsidiaries
Notes to the consolidated financial statements
(Al amounts are stated in Indian Rupees, unless otherwise stated)

As at As at As at
31 March 2018 31 March 2017 April 1, 2016
15 Trade payables
Total outstanding dues 76,704,248 32,260,397 46,691,735
76,704,248 32,260,397 46,691,735

(Refer note 25 for payables to related parties)



Advanced Enzymes USA, Inc. and Subsidiaries
Notes to the consolidated financial statements
(All amounts are stated in Indian Rupees, unless otherwise stated)

As at As at As at
31 March 2018 31 March 2017 1 April 2016
Short term Short term Short term
16 Provisions
Provision for employce benefits 8,757,596 7,127,707 7,199,110
Provision for product recall cxpenscs - - 3,340,310
8,757,596 7,127,707 10,539,420
Movement for provision of employee benefits during the year:
As at As at As at
31 March 2018 31 March 2017 1 April 2016
Short term Short term Short term
Opening 7,127,707 7,199,110
Contribution during the year (5,469,160) (7,404,612) -
Provided during the year 7,089,215 7,384,625 7,224,872
Foreign exchange currency translation 9,834 (51,416) (25,762)
Closing Provision 8,757,596 7,127,707 7,199,110




Advanced Enzymes USA, Inc. and Subsidiaries
Notes to the consolidated financial statements
(Al amonnts are stated in Indian Rupees, unless othernise stated)

For the year ended For the year ended

31 March 2018 31 March 2017
17 Revenue
Revenue from operations
Sale of products 1,814,155,097 1,730,370,651
Revenue from operations (Net) 1,814,155,097 1,730,370,651
18 Otherincome
Interest income 5,949,011 =
Other non-operating income 4,963,658 3,531,932
10,912,669 3,531,932
19 Cost of materials consumed
Opening stock
Raw materials and components 179,946,045 107,402,787
179,946,045 107,402,787
Add : Purchases during the year
Raw materials and components 516,300,730 519,739,759
516,300,730 519,739,759
Less : Closing stock
Raw materials and components 155,564,112 179,946,045
155,564,112 179,946,045
540,682,663 447,196,501

20 Changes in inventories of finished goods, work-in-progress and traded goods

Opening stock
- Manufactured goods 57,686,033 93,138,892
- Work-in-progress 3,743,106 5,369,111
61,429,139 98,508,003
Closing stock
- Manufactured goods 81,911,843 57,686,033
- Work-in-progress 1,232,623 3,743,106
83,144,466 61,429,139

(21,715,327) 37,078,864




21

22

23

24

Employee benefit expense

Salaries, wages and bonus

Contribution to defined contribution plan
Payroll taxes

Employee stock compensation expense

Finance costs

Interest expenses
Gain on foreign currency transactions

Depreciation and amortisation expense

Depreciation of tangible assets (Also, refer note
2)

Other expenses

Utlities

Custom brokers

Rent

Rates and taxes

Repairs and maintenance
Laboratory expenses

Insurance

Printing and stationery

Legal and professional fees
Auditors' remuncration

Donation

Communication

Travel, conveyance and car hire
Commission

Advertisement and sales promotion
Sales tax

General expense

IT consulting

Bank charges

Product recall expenses (refer below note)

Provision for product recall claims

154,081,015 157,389,079
7,089,215 7,384,625
11,006,054 11,067,972
1,217,206 198,126
173,393,490 176,039,802
- 17,920,010
(3,950,692)

5 13,969,318
27,526,970 25,893,365
27,526,970 25,893,365
5,546,202 5,158,466
3,205,411 3,655,309
20,658,964 14,640,886
2,103,928 2,079,621
3,536,285 8,034,622
7,987,675 5,791,616
10,985,944 10,694,619
129,300 (5,812)
4,466,662 9,162,125
1,456,511 1,516,225
80,624 100,634
2,239,428 2,274,809
12,522,531 9,824,868
810,824 714,954
26,827,772 12,296,958
161,152 32,840
9,261,072 10,341,567
3,604,139 3,662,590
6,566,162 4,737,434
0 8,825,764
122,150,589 113,540,005

The Company in the month of October 2013, conducted a voluntary recall of its products zs the
Company based on its laboratory testing discovered that the enzymes it manufactured might
contain certain elements which might result into severe medical problems. As a result, various
products of the Company were subject to several lawsuits and product liability claims. There
were a significant number of claimants who had pending lawsuits or claims regarding the
products of the Company secking consequential damages, as well as related costs, expenses and
attorney fees. During the year ended March 31, 2017 , the Company settled the last pending
claim by paying USD 200,000 (INR 13,417,920) and provision for product recall liability for the

year then ended is NIL.



Advanced Enzymes USA, Inc. and Subsidiaries
Notes to the consolidated financial statements
(Al amounts are stated tn Indian Rupees, nnless otherwise stated)

25 Related parties

a) Names of related parties

Relationship Name
Ulimate holding company Advanced Enzyme Technologies Limited
Fellow subsidiaries Advanced Bio-Agro Tech Limited

Advanced EnzyTech Solutions Limited
]C Biotech Private Limited
Advanced Enzymes Europe B.V (w.e.f. 11 July 2017)

Companics in which dircctors of the Company arc able to exercise control . .
. . Rathi Properties LLC
or have significant influence

Vasant and Prabha Rathi Generation Trust

Key management personnel (KMP) Mr. Vasant L. Rathi
Mrs. Prabha V. Rathi

Relatives of KMP: Ms. Rachana V. Rathi
Ms. Rasika V. Rathi
Ms. Reshama V. Rathi

%

b) Transactions with related partics

For the year ended For the year ended
31 March 2018 31 March 2017

Purchases of goods
Advanced Enzyme Technologies Led 317,243,330 342,448,791
Sale of goods
Advanced Enzyme Technologies Ltd 5,279,854 6,788,126
Rent paid
Ratht Properties L1.C 14,599,813 10,391,498
Vasant Rathi 6,059,152 4,249,388
Remuneration to Directors & their relatives
Prabha V. Rathi 12,567,244 13,082,472
Reshma Rathi 6,097,220 5,387,291
Vasant L. Rathi 20,494,277 24,028,798
Rachana Rathi 6,097,220 5,387,291
Rasika Rathi 8,002,042 7,695,424
Loan received
Advanced Enzyme Technologies Ltd - 400,000,000
Loan given
Advanced Enzymes Europe B.V, 229,295,562
Loan repaid
Vasant L. Rathi - 445,510,625
Rathi Property LLC - 79,673,259

Advanced Enzyme Technologies Ltd - 400,000,000




Advanced Enzymes USA, Inc. and Subsidiaries
Notes to the consolidated financial statements
(Al amonnts are stated in Indian Rupees, unless otherwise stated)

)

Interest income
Advaneced Enzymes Europe B.V.

Interest paid
Vasant L. Rathi
Rathi Property LLC

Advanced Enzyme T'echnologies Ltd

5,949,011

5,476,865
980,111
11,463,033

Balances with related partics

As at
31 March 2018

As at
31 March 2017

a. Trade receivable
Advanced Enzyme Technologies Ltd

b. Trade payable
Advanced Enzyme Technologices Ltd

c. Interest receivable
Advanced Enzymes Burope B.V.

d. Loan receivable
Advanced Enzymes Europe B.V.

1,569,189

63,296,040

6,004,091

234,785,330

21,980,285

Employee stock options:

During the previous year ended March 31, 2017, the parent Company issued stock options totaling up to 11,500 to two of the employees

of the Company. These options arc graded options and shall vest as follows:

Vesting conditions Vesting proportion
After 1 year from the date of grant 10%
After 2 years from the date of grant 20%
After 3 years from the date of grant 30%
After 4 years from the date of grant 40%

The date of grant for the above mentioned options is September 15, 2016 and the exercise price of the same is INR 300 and the share

price at the date of grant amounts to be INR 1,598.

On the basis of the pronouncements of IND AS 102, the Company has an option to either record the same as liability, payable to the
parent Company or the same should be considered as contribution to reserves by the parent Company.

The Company clects to consider the same as contribution made by the parent company. As a result of which, there has been an addition
to reserves amounting to $ 18,887(INR 1,217,206) in the year March 31, 2018 and $ 2,339 (INR 198,125) in the year ended March 31,

2017.




Advanced Enzymes USA, Inc. and Subsidiaries
Notes to the consolidated financial statements
(Al aponnts are stated in Indian Rugpees, unless otherwise stated)

26 Acquisition of Biomedic Labs, LLC, USA
On 3 October 2017, the Company acquired certain assets and liabilitics of Biomedic Labs, LLC, USA for a purchase
consideration of USD 750,000, The Company has accounted for goodwill of USD 630,000 equivalent to INR 40,977,783 on
consolidation.

Details of purchase consideration, net assets acquired and goodwill are as follows

Particulars In USD In INR

Cash paid 500,000 32,731,631
Amounts payable 250,000 16,112,500
Total consideration 750,000 48,844,131
Particulars In USD In INR

Fair value of the tangible assets acquired- Inventories 22,000 1,442,164
Identifiable intangible assets acquired- Website domain 98,000 6,424,184
Total identifiable net assets acquired 120,000 7,866,348

Caleulation of goodwill

Particlars In USD In INR

"Total consideration 750,000 48,844,131
Less: net identifiable assets acquired 120,000 7,866,348
Goodwill 630,000 40,977,783




Advanced Enzymes USA, Inc. and Subsidiaries
Notes to the consolidated financial statements
(AL amonnts are stated in Indian Rupees, mnless otherwise stated)

27

Capital Management

For the purpose of the Company’s capital management, capital includes issued capital and other equity reserves . The primary objective of the
Company’s Capital Management is to maximise sharcholders value. The Company manages its capital structure and makes adjustments in the

light of changes in cconomic environment and the requirements of the financial covenants.

The Company monitors capital using adjusted net debt to equity ratio. For this purpose, adjusted net debt is defined as total debt less cash

and bank balances.

Non-current borrowings

Current borrowings

Current maturity of long term debt
Gross debt

Less - Cash and cash equivalents
Adjusted net debt

Total equity
Adjusted net debt to equity ratio

31 March 2018

31 March 2017 1 April 2016

229,454,031
289,806,410

z 519,260,441

230,367,662

- 288,892,779

3,243,259,105

2,577,051,550 2,048,306,539
0.14



Advanced Enzymes USA, Inc. and Subsidiaries
Notes to the consolidated financial statements
(AU amounts are stated in Indian Rupees, unless otherwise stated)

28 Leases

Operating leases

A. Leases as lessee

‘The Company has taken certain facilities at Yorba Avenue and Murrieta St. at Chino under non-cancellable operating lease arrangements. The lease can be terminated
at the option of either parties by giving duc notice. The rental expenses under operating leases "Other expenses” in the statement of profit and loss. The Company

does not have any non-cancellable leasing arrangements -

For the year ended

For the year ended

31 March 2018 31 March 2017
Disclosures in respect of non-cancellable operating leases
Payable not later than 1 year 20,069,387 20,892,184
Payable later than 1 year not later than 55,190,813 TH,345,600
Total 75,260,200 99,237,874
Amounts recognised in profit or loss

31 March 2018 31 March 2017
Leasc expense 20,658,964 14,640,886

20,658,964 14,640,886
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Advanced Enzymes USA, Inc. and Subsidiaries
Notes to the consolidated financial statements

(AU amonnts are stated in Indian Rupees, nnless otherwise stated)

Financial instruments ~ Fair values and risk management (continued)
ii. Credit risk

Credit risk is the risk of financial loss to the Company if a customer or counterparty to a financial instrument fails to meet its contractual obligations, and arises
principally from the Company’s reccivables from customers and investment securities. Credit risk is managed through credit approvals, establishing credit limits
and continuously monitoring the creditworthiness of customers to which the Company grants credit terms in the normal course of business. The Company
establishes an allowance for doubtful debts and impairment that tepresents its estimate of incurred losses in respect of trade and other receivables and
investments.

Trade and other receivables
The Company’s exposure to credit risk is influenced mainly by the individual characteristics of each customer. The demographics of the customer, including the
default risk of the industry and country in which the customer operates, also has an influence on credit risk assessment. Credit risk is managed through credit

approvals, establishing credit limits and continuously monitoring the creditworthiness of customers to which the Company grants credit terms in the normal
course of business.

There is no concentraion of risk for tarde receivables.

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

31 March 2018
Carrying Amount Weighted Average Loss Loss Allowance

Rate
Nut due 57,198,330 0.00%
0-90 days 34,551,621 0.00%
90-180 days E 0.00%
180-270 days - 0.00%
270-360 days 0.00% -
More than 360 days - 0.00%

91,749,951 -
31 March 2017
Carrying Amount Weighted Average Loss Loss Allowance

Rate
Not due 54,738,735 0.00% -
0-90 days 22,203,654 0.00% =
90-180 days 765,268 0.00% ”
180-270 days 30,609 0.00% E
270-360 days - 0.00% -
Morc than 360 days 0.00% =

77,738,266 -




1 April 2016
Carrying Amount Wexghted;;v;rage Loss Loss Allowance

Not due 11,958,487 0.00%
0-90 days 15,824,468 0.00%
Y1180 days 39,694,495 0.00%
180-270 days . 0.00% -
27560 days . 0.00%
More than 360 days 0.00%

67,477,450 -

The Company allocates cach exposure to a credit risk grade based on a variety of data that is determined to be predictive of the disk of loss (c.g timcliness of
payments, available press information etc.) and applying experienced credit judgement.

Exposures to customers outstanding at the end of cach reporting period are reviewed by the Company to determine incurred and expected credit losses
Historical trends of impairment of trade reccivables do not reflect any significant credit losses. Given that the macro economic indicators affecting customers of
the Company have not undergone any substantial change, the Company expects the historical trend of minimal credit losses to continue.

The Company's exposure to credit risk for trade teceivables by geographic region is as follows:

For the year ended as at 31 March

Region 2018 2017 2016
USA 86,748,222 75,528,468 61,998,352
Asia 2,655,237 - 5,479,098
Europe 978,765 410,712
Others 1,367,727 1,799,086

-—-91,749,951 77,738,266 67,477,450

Cash and cash equivalents
The Company held cash and cash cquivalents of INR 588,885,295 at March 31, 2018 (March 31, 2017: INR 57,273,057, April 1, 2016 : INR 230367062). The
cash and cash equivalents are held with bank and financial instirution counterparties with good credit ratings.

Other than trade and other receivables, the Company has no other financial assets that are past due but not impaired
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Advanced Enzymes USA, Inc. and Subsidiaries
Notes to the lidated fi ial
(AU amounts are stated in Indian Rugpees, unless othernise stated)

30 Earnings per share (EPS)
Basic [IPS amounts are calculated by dividing the profit for the year attributable to equity holders by the weighted average number of Equity shares
outstanding during the year.

Diluted EPS amounts are caleulated by dividing the profit attributable to equity holders by the weighted average number of Equify shaces outstanding
during the year plus the weighted average number of Equity shares that would be issued on conversion of all the dilutive potential Equiry shazes into Equity

shares
i. Profit attributable to Equity hold
March 31, 2018 March 31, 2017
Profit attributable to equity holders from continuing operations 649,443,367 591,903,805
ii. Weighted average number of ordinary shares
March 31, 2018 March 31, 2017
Issued ordinary shares at Apxil 1 5,839 5,839
Effect of fresh issue of shares for cash -
I\‘K"t:iglucd average number of shares at March 31 for hasic EPS 5,830 5,839
Basic and Diluted earnings per share
March 31, 2018 March 31, 2017
Basic earnings per share 111,225 101,371

Diluted eamings per share 111,225 101,371
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31

Segment reporting

Primary segment

The Company operates only in one primary business segment viz. 'manufacturing and sales of enzymes' and hence no separate
y ry gm g Y

information for primary segment wise disclosure is required.

Secondary segment (based upon geography)

Year ended Year ended
31 March 2018 31 March 2017
Segment revenue (based upon location of customers)
Outside USA 65,802,426 50,646,765
Within USA 1,748,352,671 1,679,723,886
1,814,155,097 1,730,370,651
31 March 2018 31 March 2017 1 April 2016
Segment assets (based upon location of assets)
Outside USA - -
Within USA 2,289,149,824 2,253,318,414 2,307,294,317
2,289,149,824 2,253,318.414  2,307,294,317
Capital expenditure
Outside USA =
Within USA 9,035,776 23,886,455 88,192,367
9,035,776 23,886,455 88,192,367




Advanced Enzymes USA, Inc. and Subsidiaries

Notes to the

lidated i sal

(All amounts are stated in Indian Rupees. unless otherwise stated)

3%

Impairment testing of Goodwill

For the purposes of impaimment testing, goodwill is allocared to the Gioup’s operating divisions which represent the lowest level within the Group at which goodwill is
monitored for internal management purposes, which is not higher than the Group’s operating segments The aggregate carrying amounts of goodwill allocared to each unit
are as follows:

March 2018 3 March 2017 1 April 2016

o

Particulars

welvanved Enzvmes USA, Inc 23,175,738 2155, 44,714 2 2050138233
2,203,173,728 2,155,364,714 2,205,038,233

The recoverable amount of tyz CGL was uggenl o fair vl less costs of disposal, estimated using dhiscoumted wisly s The e valu measurement was categorised 1 2
Level 3 faic value based on inputs in the valuation technique used

The key assumprions used in the estimation of the recoverable amount are set our helow. The values assigned to the key assumptions ref 5 s of
furure trends in the relevant industries and have been based on historical data from both external and internal sources

Particnkirs 31 March 2018 31 March 2017 1 April 2016
FHacimnr rate 8% 8% 8%

Lerminil value growth rate 5% 3% 5%

Salin growth rate 10% 10% 10%

The discount rare fot was post tax measure estimated based on the weighted-average cost of capital
The cash flow projections include specific estimates for five years and a terminal growth rate theceafter The rerminal growth rate has been derermined based on

g s estimate of the long; busi growth rare, consi with the ptions that a market participant would make

Sales growth rate has been considered based on past performance duly adjusted with new sales mis as envisaged by the management

With regard to assessment of value in use, no reasonably possible change in any of the above key assumptions would cause the carrying amount of the CGU's to exceed

thiene oenveral il ot
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Transition to Ind AS:

For the purposes of reporting, we have transitioned our basis of accounting from Indian generally accepted accounting principles (“IGAAP”) to Ind AS
The accounting policies set out in note 1 have been applied in preparing the financial statements for the year ended 31 March 2018, the comparative
information presented in these financial satements for the year ended 31 March 2017 and in the preparation of an opening Ind AS balance sheet at 1 April
2016 (the “transition date”)

In preparing our opening Tnd AS balance sheet, we have adjusted amounts reported in financial statements prepared in accordance with IGAAP. An
explanation of how the tmansition from IGAAP to Ind AS has affected our financial performance, cash flows and fmancial position is set out in the
following tables and the notes that accompany the tables. On transition, we did not revise estimates previously made under IGAAP except where required by
Ind AS.

Reconciliation of net worth:

Particulars Footnote ref, As on 1 April 2016 As on 31 March 2017
INR INR

Net worth under I[GAAP 1,545,539,507 2,568,145,557

Summary of Ind AS adjustments

Deferred tax on unrealised profits 1 7,258,485 8,905,993

IFCTR on Goodwill 3 493,508,547 -

Taotal Ind AS adjustments 502,767,032 8.905.993

Net worth under Ind AS 2,048,306,539 2,577,051,550

Reconciliation of Comprehensive income for the year ended on 31 March 2017

Particulars Footnote ref. AsoniiMarcin2017

INR

Comprehensive income under IGAAP 590,454,420

Summary of Ind AS adjustments

Deferred tax on unrealised profits 1 1,647,510

(thork [1D8.120)

Tatal Ind AS adjustments 1,449,384

Comprehensive income under Ind AS 591,903,804

Notes to the reconciliation:

Deferred tax on unrealised profits

Under Ind AS, unrealised profits and losses eliminated on intragroup transfer of inventorics gives rise to a temporary difference, that will reverse when the
mventory is sold outside the group. Deferred tax is created on such temporary difference

Revenue

Under Ind AS, revenue is recognised at the fair value of the consideration received ot receivable, after deduction of any trade discounts, volume rebates and
any tases or duties collected on behalf of the govemment such as sales tax and value added tax except excise duty. Discounts given include rebates and
incentives given to customers which have been reclassified from other expenses under Previous GAAP and netted from revenuc under Ind AS

FCTR on Goodwill Translation
Under Ind AS, Goodwill related to a forcign operation are treated as assets and liabilities of the forcign operation and they are considered to be expressed i
the functional currency of the foreign operation (and not the holding company) and are translated at the exchange rate at the reporting datc
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34 B. Exemptions and exceptions availed
B.11Ind AS mandatory exceptions
B.1.1 Estimates
The estimates at st April 2016 and 31st March 2017 are consistent with those made for the same dates in accordance with the Indian
GAAP (after adjustments to rteflect any differences if any, in accounting policics). The Company has made estimates for following
items in accordance with Ind AS at the date of transition as these were not required under previous GAAP:
1. Investment in equity instruments carried at FVIPL;
2, Determination of the discounted value for financial instruments carried at amortised cost.

B.1.2 De-recognition of financial assets and liabilities

Ind AS 101 requires a first-time adopter to apply the de-recognition provisions of Ind AS 109 prospectively for transactions occurring
on or after the date of transition to Ind AS. However, Ind AS 101 allows a first-time adopter to apply the de-recognition requirements
in Ind AS 109 retrospectively from a date of the entity’s choosing, provided that the information needed to apply Ind AS 109 to
financial assets and financial liabilities derecognised as a result of past transactions was obtained at the time of initially accounting for
those transactions.

The Company has clected to apply the de-recognition provisions prospectively

B.1.3 Classification and measurement of financial assets
The Company has classificd and measured the financial assets on the basis of the facts and circumstances that exist at the date of
transition to Ind AS

B.2 Ind AS optional exemptions

B.2.1 Deemed cost

The Company has elected to continue with the catrying value for all of its property, plant and equipment and intangible assets as
recognised in the financial statements as the deemed cost at the date of transition to Ind AS, measured as per the previous GAAP.
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35 Subsequent Events

The company has evaluated all events and transactions that occurred after March 31, 2018 through Alay 17, 2018; the date the financial statements
are issucd. Based on the evaluation, the company is not awarc of any cvents or transactions that would require recognition or disclosure in the
financial statements,

on behalf of Board of Directors of Advanced
e, USA Inc. and subsidiarics
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