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Auditors’ report

To the Members of Actavis Pharma Manufacturing Private Limited

1. We have audited the attached balance sheet of Actavis Pharma Manufacturing Private
Limited (“the Company™} as at December 31, 2012, statement of profit and loss and also
the cash flow statement of the Company for the year ended on that date annexed thereto.
These financial statements are the responsibility of the Company’s management. Our
responsibility is o express an opinion on these financial statements based on our audit.

2. We conducted our audit in accordance with auditing standards generally accepted in India.
Those Standards require that we plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free of material misstatement. An avdit includes
examining, on a test basis, evidence supporting the amounts and disclosures in the financial
statements. An audit also includes assessing the accounting principles used and significant
estimates made by management, as well as evaluating the overall {inancial statement
presentation. We believe that our audit provides a reasonable basis for our opinion.

3. As required by the Companies {Auditor’s Report) Order, 2003, as amended, issued by the
Central Government of India in terms of sub-section (4A) of section 227 of the Companies
Act, 1956, we enclose in the Annexure a statement on the matters specified in paragraphs 4
and 5 of the said Order.

4. Further to our comments in the annexure referred to above, we report that:

a} we have obtained all the information and explanations which to the best of our
knowledge and belief were necessary for the purpose of our audit;

b) 1 our opinion, proper books of account as required by law have been kept by the
Company so far as appears from our examination of the books of account ;

c) the balance sheet, statement of profit and loss and cash flow statement dealt with by
this report are in agreement with the books of account;

d} in our opinion, the balance sheet, statement of profit and loss and cash flow statement
comply with the Accounting Standards referred to in sub-section (3C) of section 211 of
the Companies Act, 1956;

e) on the basis of writien representations reccived from the direciors as on December 31,
2012 and taken on record by the Board of Directors, we report that nane of the
directors is disqualified as on December 31, 2012 from being appeinted as director.in
terms of clause (g) of sub-section (1) of section 274 of the Companies Act, 1956; arfd |
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f) in our opinion and to the best of our information and according to the explanations given to
us, the said financial statements give the information required by the Companies Act, 1956, in
the mamner so required, give a true and fair view, in conformity with the accounting
principles generally accepted in India:

1. 1n the case of the balance sheet, of the state of affairs of the Company as at December 31,
2012;

ii. in the case of statement of profit and loss, of the loss for the year ended on that date; and

iil. in the case of the cash flow statement, of the cash flows for the vear ended as on that
date.

Jor BS R & Company
AC;’mrrered Accountants
( Registration No. 128032W
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Partrier
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Date : June 6, 2013
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The Annexure referred to in the auditors® report to the members of Actavis Pharma
Manufacturing Private Limited (*the Company™} for the year ended December 31, 2012, We
report that:

1.

R

(a)

(b)

{c)

(a)

(b)

(c)

(a)

(b)

(c)

(d)

The Company has maintained proper records showing full particulars, including
quantitative details and situation of fixed assets.

The Company has a regular programme of physical venfication of its fixed assets by
which all fixed assets are verified in a phased manner over a period of two years. In our
opinion, this periodicity of physical verification is reasonable having regard to the size
of the Company and the nature of its assets. No material discrepancies were noticed on
such verification.

Fixed assets disposed off during the year were not substantial, and therefore, do not
affect the going concern assumption. Also refer note 39 to the financial statements.

The inventory has been physically verified by the management during the year. In our
opinion, the frequency of such verification is reasonable. There are no goods in transit
or stocks lying with the third parties as at the year end.

The procedures of physical venification of inventories followed by the management are
reasonable and adequate in relation o the size of the Company and the nature of its
business.

The Company is maintaining proper records of inveutory. The discrepancies noticed
on verification between the physical stocks and the book records were not material.

The Camgpgany has not granted any loans, secured or unsecuied, to companies, firms or
other parties covered in the register maintained under section 301 of the Companies
Act, 1956,

The Company has taken loan from a Company covered in the register maintained under
section 301 of the Companies Act, 1956. The maximum amount outstanding during the
year was Rs. 400,000,000 and the year-end balance of such loans (including interest)
was Rs. 414 443,151

In our opinion, the rate of interest and other terms and conditions on which loans was
taken from the above said party listed in the register maintained under section 301 of
the Companies Act, 1956 was not, prima facie, prejudicial to the interest of the
company.

In the case of loan taken from the above party, listed in the register maintained under
section 301, the Company has been gegular in repaying the principal amounis as
stipulated and in the payment of interest, |
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4.

(a)

(b}

(a)

In our opinion and according to the information and explanations given to us, and
having regard to the explanation that purchases of certain items of inventories and hixed
assets are for the Company’s specialised requirements and similarly certain goods sold
and services rendered are for the specialised requirements of the buyers and suitable
altemative sources are not available to obtain comparable quotations, there is an
adequate internal control system commensurate with the size of the Company and the
nature of its business with regard to purchase of inventories and fixed assets and sale of
goods and services. We have not observed any major weakness in the internal control
system during the course of the audit.

In our opinjon, and according to the information and explanations given to us, the
particulars of contracts or arrangements referred to in section 30J of the Act have been
entered in the register required to be maintained under that section.

In our opinion and according to the information and explanation given to us, the
transaction made pursuant of contracts and arrangements referred to {a) above and
excecding the value of Rs. five lakhs with any party during the year have been made at
prices which are reasonable having regard to the prevailing market prices at the
relevant time except for purchase of certain fixed assets and goods for the specialised
requirements of the Company and similarly for sale of certain goods and services
rendered for the specialised requirements of the buyers and for which suitable
alternative sources are not available to obtain comparable quotations. However, on the
basis of information and explanations provided, the same appears reasonable.

The Company has not accepted any deposits from the public.

In our opnion, the Company has an internal augit system commensurate with the size
and nature of 118 business.

We have broadly reviewed the books of account maintained by the Company pursuant
to the Rules made by the Central Government for the maintenance of cost records
under section 209(1} (d) of the Companies Act, 1956 and are of the opinion that prima
Jacie, the prescribed accounts and records have been made and maintained. However,
we have not made a deiailed examination of the records.

According to the information and explanations given 10 us and on the basis of our
examination of the records of the Company, amounis deducted/accrued in the books of
account in respect of undisputed statutory dues including provident fund, employees’
state insurance, income-tax, sales-tax, excise duty, service tax, customs duty and other
material statutory dues have generally been regularly deposited during the year by the
Company with the appropriate authorities. As explained to us, the Company dif#«not
have any dues on account of wealth tax and investor education and protection furr]ti.
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(b)

1L

12,

14,

According to the information and explanations given to us, no undisputed amounts
payable in respect of provident fund, employees® state insurance, income tax, sales tax,
service tax, customs duty, and other material statutory dues were in arrears as at
December 31, 2012 for a period of more ihan six months from the daie they became
pdayable.

According to the information and explanations given to us, there are no dues of income
tax, wealth (ax, service tax, customs duty and cess which have not been deposited with
the appropriate authorities on account of any dispute. However, the following dues of
excise duty and service tax have not been deposited by the Company on account of

disputes:
Name of the Nature of the Amount Period to which | Forum where dispuie
Statute Drues (Rs) thc amount | is pending
. refates
Central  Excise | Excise duty 229284 * | November 2008 | Central Excise and
Act, 1944 | to October 2010 | Service Tax Appellate
Tribunal

Central  Excise | Service lax 6,837, 913 April 2007 to Superintendant of
Act, 1944 March 2010 Service Tax, Chennai

* subsequent 1o the balance sheet date, the Company has paid for such liability

The Company does not have any accumulated losses at the end of the financial year
and has not incurred cash losses in the {inancial year and in the immediately preceding
financial year.

In our opinion and according to the information and explanations given to us, the
Company has not defaulted in repayment of dues to financial institutions. The
Company did not have any outstanding dues to banks and debentiure holders during the
year.

The Company has not granted any loans and advances on the basis of security by way
of pledge of shares, debentures and other securities.

In our opinion and according to the information and explanations given to us, the
Company is not a chit fund or a nidhi / mutual benefit fund / society.

According to the information and explanations given 1o us, the ¢0m_pany is not dealing
or trading in shares, securities, debentures, and other investments.
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15. According to the information and explanations given to us, the Company has not given
any guarantee for loans taken by otheis from banks or financial institutions.

16. In our opinion and according to the information and explanations given to us, the term
loans taken by the company have been applied for the purpose for which they were
raised.

L7. According to the information and explanations given to us and on an overall
examination of the balance sheet of the Company, we are of the opinion that the funds
raised on short-term basis have not been used for long-term investment.

18. The Company has not made any preferential allotment of shares to companies / firms /
parties covered in the regisler mainfained under Section 301 of the Companies Act,
1956.

i9. The Company did not have any ouistanding debentures during the ycar.

20Q. The Company has not raised any money by public issues.

21. According to the information and explanations given to us, no fraud on or by the

Company has been noticed or reported during the course of our audit.

Jfor BS R & Company

7

Chartered Accountants
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Partner

Membership No. 105317
Place: Chennai
Date ; June 6, 2013



Actavis Pharma Manufacturing Private Limited
Balance sheet as at December 31, 2012
(Al amounts in Indian Rupees. excepl share data and unless otherwise sialed)

Note As af As at
December 31, 2412 December 31, 2011

EQUITY AND LIABILITIES

Sharcholders' funds

Share capital 3 658,751,890 038,751,890
Reserves and serplus 4 829,348,156 858,161,209
1,488,100,046 1,516,913,099
Non-current liabilities
Long-term botrowings 3 400,467,990 103,275.308
Deferred tax liabilites (net) ] - 38,997 474
Other long-tenn liabihttes 7 14.443,15) -
Long-leym provisions 8 §4.443 018 15,549 210
499,354,159 157,821,902
Current liabilitics
Trade payables 9 145 531.043 248.021.507
Other current liabilities 19 18,213 260 215698719
Short-tenn provisions b 2,599,083 31,840,872
166,343,386 495,561,098
TOTAL 2,153,797,5391 2,170,296,189
ASSETS
Non-curyeni asscis
Fixed assets
Tangible fixed asseis 11 824,836,164 Q087707698
Intangible fixed assets i2 47 986,743 113.963.752
Capital work-in-progress 11 - 50.889,501
Deferred tax assets (net) 6 34,219 -
[Long-term loans and advances 13 14,195,094 12,712,175
887,072,220 1,171,273,126
Current assets
Inventories 14 181,279,990 427,695,016
Trade receivables i3 319,586,656 415,434,712
Cash and bank balances 16 32124814 38049078
Short-term toans and advances 17 132.296.236 102,812,948
Other cutrent assets 18 1,437,695 15,031,309
1,266,725,371 999,023,063
TOTAL 2,153,797.591 2,170,296,189
Signtficant accounting policies 2

The nowes referred to above form 2n integral part of the financial stalements

As per our reporl of even date attached

Jfor B SR & Company
_ Chariered Accouniants

for Actavis Pharma Manufacturing Private Limited
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Direcior

Rashml Ranjan Patra
Divecror



Actavis Pharma Manufacturing Private Limited

Statement of Profit and loss for the vear ended December 31, 2012
{All amounts in Indian Rupees, except share data and unless otherwise stated)

For the vear ended

For the year ended

Note December 31,2012 December 31, 2011
REVENLUE
Revenue from operations 19 1.794.,694.867 1.518.109.29%
Other income 20 26,521,788 11,427,712
1,821,216,635 1,529,537,011
EXPENSES
Cost of materials consumed 21 1.136.803.174 T82.428,840
Changes in inveniories of finished goods and
work-in-progress 22 23719202 17.315.067
Employce benefits 23 193,421,927 182,357,170
Finanece costs 24 39,267,942 30.138.198
Depreciation and amortisation 25 121,905,934 119,949,133
Other expenses 26 293,130,999 167.783.730
Less: Recovery of expenses {114.464.384) (35.455.700)
1,693,784,794 1,264,518,438
Profit before exceptional item and tax 127 431,861 165,418,573
Exceptional item 39 110.453.082 -
Profit before tax 16,978,779 265,018,573
Income tax expense
Current lax 84.823.525 79.564 832
Deferred tax (benefit) / charge (39.031.69%) 18,438,177
(Loss) / profit for the year (28.813,053) 166,995,564
Earnings per equily share
[nominal value of shave Rs. 10 (December 31. 2011- Rs.10)]
Basic {0.44) 2.55
Diluted (0.44) 2.55
Weighted average number of equity shares 03,875,189 63.423.828
Significant accounting policies 2

The notes referred to above form an integral part of the financial statements

As per our report of even date attached

Sor BSR & Company

~Chartered Accountanis

}*4 rm reglslralmn ne: 128032W

ll(dh J} Igsat
Patvugh
Memhersh:p No: 103317

Director

Place: Chcnnai
Datc: 'U b[‘q AL
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C.S Muralidharan

for Actavis Pharma Manufacturing Private Limited

Rashmi Ranjan Patra
Divecion



Actavis Pharma Manufacturing Private Limited
Cash Flow Statement [or the year eniled December 31, 20142

(AN amounts in Indian Rupees, except shan: data and unless otherwise stated)

Cash Now from Qperating achivities

Profit before tax

Adjustments:

Deprecigtion and amortisangn

Exceptional sent - impainnent loss on fixed assets (refer now 39)
Loss on sale of fixed assets

Fixed assets / Capital work in progress writien ofl’
Inferest expense

huterest inceme

Provizion for doubt{ul advances written back
Proviaton for doubttul advances

Lnrealised foreipn exchange (gam) ¢ loss

Bad debts weitten oft”

Opernting profil before working capital changes

Operating vash Mow belore working eapital changes
[Inerease) / decrease in invenloes

(Inerease) f decreqse in ade receivables

Lrecrease ! {increasc) in other assels

{Deevease) f increase in trade payables

Increase / (decrease) in other liabilities

Incrense / (decrease) m provisions

Cash gencrated from operations

Income tax paid

Nel cash provided f {used) by dperating aetivitics (A)

Cash flow lrom luvesting activities

Purchase or construction of fixed agsets (tangible and intangible fised assets.

capilal work-in-progress, intpible assets under developiment) and canula]
advances

Proceeds from sale of ixed gssers

Interest peveived

MNet cash provided / fused) by investing sclivities (B)

Cash Now from Financing aclivilics

Proveeds from dong ieom borrowings

Repaynent of term ipans

Repayment of finanoes lease obligations

Proceeds from issue of shares and iowards share spplicatign
Intercst expange

Not eash provided / {used) by linancing wetivities {C)

MNet increase / (decrease) in cash and cash eguivalentg {A+B+HC)
Cash and cush equivalens o1 the beginning of the yew
Cash and cash cquivatents ai ihe end of the year

Naotes to eash flow statement
L. Components af eash and cash equivalents

Cash on hand
Balances with banks
= O curment accounts
Cash and cash equivalems includes balances held under lien

The neles referred 1o above fonm an iptegral part of il Ginanciol statements

As per our report of even date attached

for BS R & Company
N harered Accosmtanty
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Far the year ended

December 31,2012

LG 978779

For the year ended
Pecember 31, 20101

265018573

124,905 934 119949 133
110,233,087 .
2918018 128 307
112,280 807 15,513,527
36,867,379 267221140
(2273413 (215.599)
- (1.164,927}
1312330 .
{37.967 853 (36471023
1,333,138 -
348,595,570 160,346 449
365,574,349 425,365,022
246415026 (155,364 304}
{466,144 929) {194 416,608}
(20.865,709) L08.525.126
(103,862,742) 127,609 240
148,724,393) 7,900,068
10,328 494 6,804,418
(117,279,906) 326,422,953
{55.500,000) (20,320,223)
{172,770,006) 306,102,730
(67.055.961) £145.992.307)
1,597 .30 7342007
182,998 442,079
[65,275,653) (136,205,421

400 You.pod
(144 000,000

[122,500,000)

{1444 479 {793,250
29244 990

(27,424 228) (26.722.1 10,
232,131,195 (130,770,370
(5.924.264) 37,123,939
1B.049.078 925,139
32,124,814 35,045,078

For the year ended
December 31, 2012

For the year ended
December 31, 2011

101 064 305,053
32023750 37646085
- 97.940
32,124,814 35,049,078

for Actavis Pharma Manufaciuring Privare Limited

C.8 Murabdharan

Hireetar

()
ARNE

Rashmi Kanjan Paira
Fherecior



Actavis Pharma Manufactyring Private Limited
Motes to financial statenents for the year ended December 31, 2002
{AN amounts (o Indian Rupees, sxcepl share data and unless aitherwese stated)

i

ar

Lc]

RBackground

Actavis Pharma Manufacluring Privale Limiled ("Actavis India’ / “Company’) was incorporated on November 23, 2006, The
Company was a part of Actavis Group of Companies until Qctober 31, 2012, after which Watson Pharmaceuticals Inc. ook over
the Actavis Group. In respect of the formulation business, the Company is primarily engaged in the manufaciuring and sale of
solid oral dosage forms (tablets and capsuoles) for its group companics outside India. In respect of the Active Pharma Ingredients
{AP1) business. the Company is engaged in the manufaciuring and sale of APJ to group companies outside India,

Significant Accounding Policies

Basis of preparation of Tinancial statements

The financial statements of the Company have been prepared and presented b accordance with Indian Generally Accepled
Accounlintg Principles (GAAP)Y under the histotical cost convention on the acerual basis. GAAP comprises accounting standards
notified by the Ceatral Government of India under Section 211 (3C) of the Companics Act, 1956, other pronouwncements of
Institute of Chartered Accountants of India and the provisions of Companies Act, 1936

During the year ended December 31, 2012, the revised schedule VI notiffed under the Companies Act, 1936 has become
applicabic to the Company, for preparation and preseniation of iis financial statements, The revised schedule V1 does not impact
recognition and measurement principles followed for preparation of financial statements, However, at hasg significant impact on
presentation and disclosures made in the financial suatements. The Company has also reclassificd the previous year figures in
accordance with the requirements applicable in the current year.

Use of eslimates

The preparation of the financial statements in conformily with generally accepied accounting principles (OGAAP) requires
management to make estimates and assumptions (hat affect the reported amounts of revenues and expenses duning the reporting
period, reported balances of assets and liabilities, and disclosure of contingent assets and liabilities as at the date of the financial
slatements. Actual resulis could differ from those estuimates. Any revision 1o accounting estimates s recognized prospectively
current and future periods.

Tangible fixed assets and depreciation

Tangible fixed assets are carricd at cost of acquisition or construction less accomulated depreciation. The cost of fixed assets
includes freight, duties. taxes and other incidental expenses related to the acquisition or construction of the respective assets bul
exclude tlaxes and duties that are recoverable subsequently from laxing authorities. Borrowing cosi directly attribnable 1o
acquisition or construction of those fixed assets which necessarily taken a substantial period of tme 10 get ready for therr intended
use are capitalized.

Drepreciation is provided on the straight line method. The rates of depreciation preseribed in Schedule X1V of the Companies Act,
1956 are considered a3 minimum rates. 11 the management’s estimate of the vsefil life of a fixed asset at the time of acquisition of
the fixed asset or of the remaming useful fife on a subsequent review is shorter than that envisaged in the aforesaid schedule,
depreciation is provided at higher rate based on the management’s estimate of the uselul lifefremaining userul life. Pursuant to
this pohicy, depreciation is provided as below:

ﬁngiblc fixed Assets Rate of depreciation
Buildings 3.34%

Plant and machinery 4.75% - 10.34%
Fumnitures and fixtures 10%)
Compulter 20%
Vehicke 20%

Fixed assets costing individually Rs 5,000 or less are depreciated fully in the vear of purchase.

Depreciation on assets acquired/sold during the year is provided for on a protala basis from / up to the month such assets have
been purchased / sold.

Advances paid towards acquisition of Langible fixed assets and the cost of assels not ready 10 be pul 1o use before Lthe year-end are
disclosed vnder long-lerm capital work in progress.




Actavis Pharma Manulacturing Private Limited
Notes to financial statements for the year ended December 31, 2012
(Al amounts in fudian Rupees, excepl share data and unless otherwise stated}

-

intangible fixed assets and amortisation

intangible fixed assels are recorded at the comsideration paid for acquisition. Cost of an internally generaled imangible assel
comprises all expenditure that can be directly atiributed, or allocated on a reasonable and consistent basis, 1o creating, producing
and making the asset ready for its intended use. Intangible assets are amortized over their estimated useful lives on a straight line
basis, commencing from the date the asset is available to the Company for its use.

The managentent estimates the usefud lives for the various intangible fixed asscts are as follows:

Intangible lixed asscis : Amaortisation period

Technica! know-how L0 yeuwrs

Goodwil | 10 yvears

Sofiware 3 years |

Impairment

The Company assesses ai each balance sheet date whether Where is any indication that an asset miay be impaired. 11 any such
indication exists, the Company estimales the recoverable amount of the asset. 1T such vecoverable amount of the assel or the
recoverable amount of the cash generating unit 10 which the asset belongs is less than its carryving amgunt, the carrying amount is
reduced to its recoverable amount. The reduction is treated as an impairment Joss and is recognised W the statement of profit and
Toss. 1f at the balance sheet date there is an indication (hat 2 previously assessed impairment 1oss no longer exists. the recoverable
amount is reassesscd and the assel is reflected at the recoverabie amount subject to a maximuin of depreciable historical cost,

Research and development

Research cxpenditore is charged to the slatement of profit and foss in the period in which it is incurred. Development expenditure
is expensed until it meets the criteria for recognition as an asset, usvally when a regulatory Thng has been made in a major markel
and aporoval 1s considered highly probable,

Lecases

Leases under which the Company asswnes substantially 2l the risks and rewards of ownership are classified as finance leases.
Such assels are capitalized at fair value of the asset or present vaiue of the minimum lease paymenis al the inception ol (he lease,
whichever is lower. Lease payments are apportioned between finance charges and reduction of the lease hability 21 ihe implicil
rate of retum. Finance charges are charged 10 the statemeni of profit and loss.

Leases where the lessor effectively retaing substantially all the risks and benefits of ownership of the leased term are ¢lassilied as
operating leases. Operaling lease payments are recognized as an expense in the statenient of prodit and loss,

Revenue recogaifion

Revenue from sale of products is rceognised on dispatch of goods 1o cuslomers. which corresponds with the transler of all
significant risks and rewards of ownership io the buyer, The amount recozmzed ag sale is exclusive of trade and quantity discounts
but inclusive of excise duty.

Servive incomne from product develppment is recognized in aceordance with the arrmmgement entered with the customers when Lhe
related services are performed.

Interest income ts recognized on a lime proporiion basis taking into account the amount ouistanding and the interest rate.

Inventorics

Inventeries are valued at lower of cost and nel realizable value, Cost of inventories compriscs of cost of purchase, cost of
conversion and other costs incurmed in bringing the inventories to the present location and condition. Cost includes ail taxes and
duties, but excludes duties and taxes that are subsequently recoverabiz rom tax authoritics.

The methods of determining various cost of inventories are as follows:

Description Method of determining cost

Raw materials Weighted average

Stores and sparcs Weighted average

Work in progress Weighled average and including an appropriate share of production overheads !

Finished goods Weighied average and including an appropriate share of production overheads
(excise duty in respeet of closing inventory of finished goods is inciuded as part of
inventory)




Actavis Pharma Manufacturing Private Limited
Notes (o financiad statements for (the year ended December 31, 2042
(Al amounts in Indian Rupees, cxeep share data and unless qtherwse stated)

i

Foreiga currency transactions

Transactions in foreign currencies are recorded al the exchange rates prevailing on the daie of the transacuion, Monetary assets
and liabititics denominated in foreign currencies as at the balance sheet date are translated a1 the closing exchange rates on that
date. Exchange differences arising on foreign exchange transactions during the year are recognised in the statement of profit and
Toss.

Employee benefits
Provisions for / contributions to retirement benefiis scheme are made as follows:

Defined contribution plan

Provident Tund; Eligible employees receive benefits from the provident fund. which is a defined contribution plan. Both the
employee and the Company make monthly contributions to the provident fund plan equal 10 a specified percentage of the covered
employee’s basic salary. The Company has no further obligations under the plan beyeond its monthly contributions.

Defined benefit plan

Grztuily: The Company provides for gratuily, a defined benefit retirement Plan {the “Gratity Plan”™) covering eligible
employees. The Plan provides payment w vested employees at retirement, death or lermiation of employment, of an amoeunt
based on the respective employec’s salary and the tenure of employment with the Company. The Comipany provides the gratuity
benefil through annual contribution o a fund managed by the Life Insurance Corporation of India (L1C). Under this scheme the
seplement obligation remains wiih the Company although the LIC administers the scheme and determines the contributips
premium required 1o be paid by the Company. Liabilities refated to the gratuity plan are determined by actuarial vaiuation using
projected unit ¢redit method carried out by an independent actuary as at balance shieet date, Acluarial gain or loss is recognized
immediacly i the statement ol profit and foss.

Compensated absences: Proviston for compensaled absence is made by the Company based on an actuarial valuation using
projected unit credit method carried out by an independent actuary as at balance sheet date of the unavailed leave standing 10 the
credit of employees in accordance with the service rutes of the Cormpany. Actuarial gain or loss is recognized ilnmediately in the
statement of profit and loss,

Export benefids

Export benefits are recognized on an accruat basis, in the year in which the export is made and when there is no uncertainty in
receiving/availing ihe same.

Earniags per share

Basic earmings per share is computed by dividing net profit or loss for the period atributable o equity shareholders by the
weighted average number of shares owustanding during the year. Diluled carnings per share 2mounts are computed after adjusting
the efTects of all ditutive potential equity shares. The number of shaves used in computing diluted earnings per share comprises the
weighted average number of sharcs considered for deriving basic eamings per share. and also the weighted average number of
equity shares, which could have been issued on the conversion of ail dilutive potential shares, The diluted potential equity shares
are adjusted for the proceeds receivable, had the shares been actually issued at fair value (ie. the average market value of tie
outstanding shares). Dilutive potantial equity shares arc deemed converted as of the heginning of the period. unfess issued at
later date.

Taxation

Income-lax expense comprise current tax (i.¢. amount of tax for the period determined in accordance with the income-tax law) and
deferred tax charge or credit (reflecting the tax effects of timtng differences between accounting income and taxable income for
the period). The deferred ax charge or credit and the corresponding deferred tax Liabifitics or asseis are recognized using the (ax
rales that have been enacted or substantively enacted by the balance sheet date. Deferred tax assets are recognized only 10 the
exient there is a reasonable certainty that the assets can be realized in future; however, where there is unabsorbed depreciation or
carried forward loss under laxation laws, deferred Lo assets are recognized only if there 15 a virlual certainty of realization of such
assels. Deferred tax assews are reviewed as al the balance sheet date and written down or writien up to reflect the amount tha is
reasonably/virually certain (as the case may be) to be reahized. Current tax and deferred tax assers and liabilines are offset o the
extent to which the Company has a legally enforceable right to set off and they relate to taxes on income levied by the same
£OVErning taxation laws.

Minimum altemative tax (MAT} paid in accordance o the tax laws, which gives rise to future economic benefits in the form of
adjustment of future income tax liability, is considered as an asset if there is convincing evidence that the Company would be
liable 1o pay normal income tax within the time limit avaitable for set off and accordingly, MAT 15 recognised as an asset in the
balance sheet when it is probable that the future cconomic benefil associated with it will iTow 10 the Company and the asset can be
measured reliably, MAT credit entitlement is reviewed at each balance sheet dale and written down (o the extent there is no
convincing evidence to the effect that the Company will pay norma! income tax during the specified period.
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o Provisious, contingent liabilitics and contingent assets
Provisions comprise liabilities of pncertam tming or amount. Provisions are recpgnized when the Company recognizes thot il has
a present obligation as a resull of past event, it 18 probabic that an cutflow of resources embodying sconomic henefits will be
required to settle the obligation and & reliable estimate can be made of the amoent of the obligation,

A diselosere for a contingent liability is made when there is a possible obligation or a present obligation that may, bul probably
will not. require an outflow of resources. When there is a possible obligation or & present obligation in respect of which the
{ikelibood of outflow of resources is remole, na provision or disclosure is made. Comingenl assets ar¢ not recognized in the
financial statements.

p Cash flow statements

Cash flows are reporied using the indirect mathod, whereby net profit before ax is adjusted for ihe effects of transactions of 2 non-
cash nawre and any deferrals or accruais of past or future cash receipts or payments. The cash flow from repular revenue
generating, investing and financing activities of the Company is segregated.

q Recovery of expenses
In accordance with the manufacturing and supply agreement dated January 1. 2008 and January 1, 2009 {both amended on
October (. 2011 and also on Aprit 1, 2012) emtered between the Company and Actavis Group PTC ehf (Actavis PTC) and Actavis
Ehizabeth LLC (Actavis Elizabeth) respectively, the Company has reserved a significant defined portion of its manufacturing
capacity to meet the annual capacity estimate of Actavis PTC and Actavis Elizabeth. Actavis PTC and Aciavis Elizabeih had
undertaken o compensate/reimburse the Company for the Company’s un-recovered costs aitributable 10 reservation of such
manulacluring capacity,




Actavis Pharma Manofacturing Private Limited
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i}

Share capital
Asat Asal
December 31, 2012 December 31, 2001

Authoriser)
T 000 000 { Decomber 31, 207112 70.000,000) cquity shares of Rs. 40 cach TROQ00.000 TE0H00.0M0

700,000,000 700,000,000

Issued, subscribed and paid-up
65 873 189 (Deecrmber 31, 2011 65 875,189} ety shares of Rs. 10 each. fully paid up 658751 890 638751 890

658,751,890 658,751,890

Recenciliation of cquity shares sutstandiag at the Leginning, and at the end of the reparting period

A at December 31, 2012 As at December 31, 2011
No. ol o, of
shares Amaunt shires Amount
Eqguity shares
Ad the commencenent of the year 65875189 638,751 890 04,900,356 649 003,560
Shares 1ssued during the year - - 974,833 9,748,330
At the end ol the year 65,875,189 658,751,590 65.875,189 658,751,590

Rights, prefereaces and restrictions ateched to equity shares

The Company has a single class of equity shares. Accordingly, alf equity shares rank equally with respeet to dividends and share in the Company's residual assers. The
cauity shares are eniifled (o receive dividend as declared from time 10 time. Tle voting rights of an eguity shareholders on a poll (nat show of hands) are i proportion
to is share of the paid-up equuy capital of the Company. Votiug rights cennol be exercised in respect of shares an whiel eall or olher sums presently pavable have not
been poid.

On winding up of the Canpany, the holders ol equily shares will e entitled to receive the residual assets of the Compaany, ravammy after distribulion of all
nreferential amounls in proportion 10 the number of equity shares lueld,

Equity shares of Rs.10 each, fully paid up held by holding / uliimate holding company and / or their subsidiaries / assncistes

As st Deeember 31, 2002 As al December 31, 2001
No. ol Ampunt M of Amaount
shares shares
Equity shares of Rs 10 each fully paid up
Actavis Holding Asia BV, Nothertands, the holdug company 65,375,188 658,751 §R’D 65,975,188 638,751 78D
Agtavis Dutch Holding BY Netherlands | 10 | 10

Details of shareholders holding more than 5% of equity shares of Rs.10 each fully paid up in the Company

As at December 31, 2012 As at December 3, 2011
Namve ol the shareholder N of %% Held MNo. af Yo Held
shares shares
Egutty shares of Rs 10 cach fully paid up
Actavis Holding Asiz BV, Netherlands, the holding campany 65,875,188 99 9694, 65875188 39.9%%
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4

Reserves and sarplus

Securities premium account

Al the commencement of the year
Preminm received on alforment of shares
At the end af the year

Surplas in the staternent of profit and loss
Ad the commencement of the vear

(Laossy ¢ Profit for the year

At the end of the year

A

Long-igrm barrpwings

Term loans

Securcd

Rupee term loan from Tamilnadu Indusinial Tnvestment
Corporation Limited

Finance lease obligations (Refer note (a) pelas and note 28)

Lnsecured
Rupee tern doan [rom Latus Labs Private Limited
* Aanowsl disclosed under “Other enrrent figbilities™ in note 0

Security particulars and terms of repayment

Non-current portion
As al As at
December 31, 20012 December 31, 2011

Asal
Pecember 31, 2012

Asal
December 31, 2011

12,580,230 GUE 053 560

- 19,446,600
712,580,220 712,580,220
i45 580959 (21414373

(28512053

106,335 564

116,767,936

145,580,959

829,348,156

855,161,209

Current maturities *
Asar Asat
December 31, 2002 December 31, 2011

- 102,000,000 - 42,000,000
467,990 1275308 408,521 1.045 630
400,000,000 - - -
300,467,590 103,275,308 408,521 43,045,680

{2} Finance Izase abligations are secured by way of hypothecation of respective vehicles and repayable in caual monthly installinents as stipuimed by the agreements

with the borrowers

() The tenn Joan from Tamilnadu lidustrial invesiment Corporation Limited was availed durity the financial year 2010 and cames interest at | 3% per amaun. 6 is
repayable i 54 equal manihly insiahinents of Rs, 3560000 cach. The term Joan is secured by first eharge over current assets and second charge over fined agsets of
the Campsniy. During the year, the Company has foreclosed the loan by repaying balance 27 stalments amounting o Rs. 103.300.000 on Becanber 27, 2012 and
Aled memorandum of satisfaction ol charpge with the Register of Companies.

{¢) Rupee term loans from Lotus Labs Privale Limited {fetlow subsidiary), was taken during the year and is repavanle at the end of Sth yuear including acerued inferest

The joan carrics an interest of 1 1% per annan.
6 Deforred 1ax liabilities / {(assets) {net)
Duferred tix liakilitics
Excess of depreciation £ ausor sativn gu [iaed assets under
income-tax law over depreciation £ ameartisatian provided in
beoks of account
Deferred Lax assels

Provizions {or ainplayes related liabilitices
Others

7 Oher long-term liabilities

[nterest accrued and nol due

Asar Asar
December 31, 2012 December 31, 20101

9,916,025 42,203,908

99146015 43,203,208

378602 3,074,554

4,168,552 131.880

9,950,244 3206434

. (34,219 38,997,474
As al Asal

December 3], 2002 Decermber 34, 2011

14,445,151

14443150 5
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L]

k-1

Provistons

Provision for emplayee benehits

Gratuity {refer note 35)
Conmpensated absences

Cher provisions

Provison for advance liceuses

Pravision for taxation

Trade payables

Trade payables

For dues to wicro and small enterprses {refer note 36}

Other current labilities

Current maturities of Tong-tenn borrowings {secored) (refer note 5)
Payable for purchase of fixed assels

Advance received from customers

Employee benefits payable

Statigry dues payablz

Long-lerm

Ay al
December 31, 2002

As at
December 31, 2011

Shore-term

As at
December 31,2002

As at
December 31, 2011

2,862,965 1,876,238 1,184 567 474, 488
4,242.64% 3072972 1414216 1348812
1 B.000.000 8600000 - -

39337404 - - 3013879
54,443,018 15,549,210 2,599,083 J1.840,872

Asat As sl

Decermber 31, 2012 December 31,2001

14553043 248.021.507

145,531,043 248,021,507

As at Agat

Decembier 31, 2012 December 31,200

408.52] 42,045,680

2,300,375 $.430,280

- PR 0T 65K

11,740,070 851 566

3,758,194 4,291,535

18,213,260 215,698,719
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Notes to financial statements for the year ended December 31, 2012 [continued)
(Al amourts o indian Rupess, encept share data and waless ollicrwse stated)

1} Tangible lixed asscts

Particulurs I'reetiold lhod Building Flani and Furnimre an" Cowpnters | Vehicle Total
_Lm'irv fitkings —
Gross hlock
Ealnnee as al Junuary 1, 2011 146,048 355 159,495 531 (644,334,293 40,431,206 25 380,242 4954714 1027 244,443
Additions - 37707169 153,352,033 26,201,359 200,590 F20.000 215,698,184
Disposuls f adjusiments - (2,583 360 (10,234 272} {131 664, - {1,584, 6591 {14,533,953]
Badance as at Decgmber 31, 2081 146,048,355 194,629,340 793,150,056 66,501.031 25.580,832 6,090 055 1,232.003,669
Adduions - 2,535,405 JE04Z 3RO 586,347 197,444 - 34.861,579
[hzposals £ adsustments - {2,126, 108} 16,284,176) - - {3.018.612) [11,423.896)
Balance as al Deceraber 31, 202 146,048,355 L 95.458.6:1_0 17,917,260 67,187,378 23,778,176 3.071,4+33 125854491 352
Accnmulated deprecistion
Balance ns af Jannary 1, 2017 - 190,293 592 114,833,553 19,963,113 14,132,418 2752 548 152,975 86
Adduions - 0312472 76,734,408 6,240,620 5,070,357 LA 10 6,674,675
Disposals § adjustments {407 352) (3.736,985) (43,857 . {1,540, %44y {5.349,565)
Balance as ol December 310, 2011 = 16,398,252 L87.A11,46 17,559,843 19,200,775 3,019,083 244,300,971
Ielditions GAE2.950 83819583 &,646,103 3,900 654 Fav 143 100, TOS. 430
[mpairment loss during the year (refer note 3% 0549323 19,876,290 56,623,159 2396403 V438 - MW F56,613
[Mhaposzals ¢ adinsimenls r (113.387) (2679 1348 - - [2.088,316) (4,380,436)
Balance as a1 Deecober 31, 2012 549,323 33644, 135 324.574.627 26,007,391 251 14,367 1,790.545 iﬁf!.ssSJ B5
Net block
Batamee a3 at December 31, 2011 146,048 355 178,231 058 605,348,140 48.0d1.140 5,378,057 3061,042 Y47, TOT 658
Balance ay a1 December 31, 2007 125499002 161,794,503 493,342,633 284,957 | 266340 1,271,593 B24.856,164
Capital work-in-progress
Balunce as ut January |, 2011 - 11,357 166 107,120,074 4,180.2a1 - - 123.657.501
Addinons - 25.360,003 109,162,555 200,550 720,000 152,464.276
Agsels capitalized dunng the year 201 ¢ - [IPT1,06M| (153,852,033} (200500} {720,000) (215,698 131}
Wrstten off during the year - - 15.334.003) - | - (5,534,095
Balanee as a1 December 31,2011 T - - £6.889,501 - 5 3 56,880,501
Addiions 2,935,408 52329,683 685,347 197,444 3,148 382
Asgotz capitubised duing the vear 2012 [2.935.408) (31,042 180) {686.347) (197.444) (34,861,577
Written off during the year (85.176.804) (RS, 176.904) |
Balanee a8 af December 31, 2002 - - = - - - _

Mote:

! Disposals ¢ adjustments includes assets written off Rs. 2,012,721 {Gross block Rs 2,126,108 ; Accumulated depreceation ®s. 183.357) for the year ended December 31,
012 and Rs. 3.366,753(Gross block Rs. 19,085.46] . Avewnnulated depreciation Rs 3 318703 for the vear ended Diecember 31, 200 1. &lso refer note 38

2 The gross and nel carrymy groount of assels acquin
=

nder lingnee leases and mmcluded in abave is as Follows

As a) Degember 31, 2012

As i December M, 200 )

Parlicolars Gross block | Accenmukared
deprecialion
Yehicles 3,071 443 1799842

Met Block

1271 600

Gross block

Accumulated

Met block

3.047.995 |
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Nates (o financial statements for the vear ended Pecembier 31, 2002 {continued)}

rall amounts i Indian Rupees. excent share data and unless otherwase stated)

121 ible Nxed aysels
Purticulars Techaical know- Coodwill Syllware Totnt

how
Gross hlock
Balance a5 at January 1, 2001 38,269 245 123,395,129 15,822,992 202,487 366
Additgns 20.4870,106 - 151,312 LG A18
Dhspusals £ adjussments (25,572,101 - - {25.572,101)
Balinge as al December 31, 22101 E}.567,250 128,395,129 15.%74,304 197,956,653
Addilions - - 308297 303297
Disposals f adjusiments {43.036.858) - - (43,056,538
Balance ng at December 31, 2012 530,412 1 128,395 11y 16,282,601 155,208,142
Accnmulaled amartisation i
Balance as ut January 1, 2011 16256509 L0.075.360 spasan 69,470,121
Additions 7,344 548 12756180 1E79.730 13,274,458
Disposals ¢ adjuslments 18,771 648) (5. 771.648)
Balanee as at December 30, 2451 14,522,499 G2328,400 G.304,042 83,972,931
Additiens 5,034323 12839513 32234658 1,097,404
Inpairment lesg dering she year (tefer note 39) - 16,978 149 14320 19,996,469
Eisposaly f adiustments ¢£17.945.409) 1§ 7,245,495)
Balance as at December 31, 2012 201 8,327_ 95 696,152 9556920 0L
et black
Balanee 45 al December 31, 2011 33,737,78] £5,506,630 9,659,362 I3 063,752
Balanie as al December 30, 2012 3,512,085 32748977 6,723,631 47,986,743
Inmngihh: assets nuder developnin|,
Balimee as at Jannary 1,200 087004 - - 20,870,110
Additiens - - 151,512 151312
Assels cagitalesed durmng the year 2014 [20ET0,106) 151,302 RIS
Written ofF during the year - - -
Balunce as at Decewnber 31, 20011 - - - -
Additians - 308,297 08247
Assers capriabised dunng the year 2052 - 1308297 [303,297)
Wridten off dueing the year - - . .

Balance us a1 December 31, 2612

- |

Mot

I. Dispasals / adjustments includes assets wiitten off Bs 23091 384 (Gross block Bs43.036.838, Accumulated dopreciation Rs. §7,945.494) tor the year ended Decembie

32002 and Re. LE 146,772 t0ross block Rs. 18,977 857, Accuomubated amornzation Re. 7,431 0833 toc the year ended December 31, 201 E Alse refer note 38,
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Long-term loans and advances
Non-current parlon
As atr
December 31, 2012
Unsecured and considered good
To parties ather than related partics

Asal
December 31, 2011

Curreni portion®

As at
December 31, 2012

As al

December 31, 2011

Capital advances - 3,525,133 -
Securily deposits a3, 500 163,500 - -
Electrieny and other deposits 3818546 4429 560 -
Other lpans and advances
Sututory claitms receivable 10,213,048 3953 847 56580748 44 267 085
Dey drawback receivable - 3,390,788 [,865.647
Cenvat eredit receivable - - 927704 28,121,293
VAT credil receivalle - 1,640,205 5957028 5,699,354
Service tax credit receivable - . 412275 @,790,052
14195094 12,712,178 67,277,543 92,773,431
WUnsecured amil considered doubiful
Statutory claimis reccivable 5,764 520 5764520 -
Caopital advances 634620 - -
Less: Provisn for doubtful advanees (6.399,140) (5,764,520 - -
14,195,094 12,712,175 67,277,543 22,773.431
* Aamound discloged under “short-tenn foans and advanees™ in note 17
Inventories
A gt Al Al
December 31,2012 December 31, 2011
Raw matcrials $2.862 253 291,133,748
Wark-in-propgress 84,536 765 GB.076. Tt
Finished poods 3635911 13,215,167
Stores. spares and packing matenal 10,243 06t 24 669,350

Trade receivables

Unsecured and considered good
Qutstanding tor a perind exceeding six moenths from the dawe they became due for payment
Oihers

151,279,990

427,695,016

Asaf
December 3, 2012

As ol
Cecember 31, 2011

25,635,304 226,833
803,051,242 15,207,879
019,586,636 415,434,712
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17

Cash and bank balances

Cash and cash cquivalents
Cash on hand
Balances with banks

- OfL CULTENT ACCoutits

Other bank balances*

*represents deposils held under lien

Details of bunk balaaces / deposits
Rank deposits due 10 mature within 12 months of the reponing date
included under 'Other bank balances

Short-term Iowns and advances

To parties other than related parties
Unsceured aud considered good
Current portion of long-terin loans and advances (refer note 13)

Other short term-loans and advances
To purties other than related parfies
Loans 1w employces
Advance for supply of goods
Prepaid expenses
Others

Unsecuted and cansgidered deubtivd
Advance for supply of goods
Less: Provision for doubliul advances

To related parties
Interest accured on overdue trade receivabtes
Advance recovetable in cash or i kind

As at
December 31, 2012

As at
December 31, 2011

101,06 305053
32,023,750 37,646,085
12124814 37,951,138

- 97.940
32,124,814 38,049,078
97,940

- 97,940
As at As al

December 31, 2012

December 31, 2013

67.277.543 92.773.43)
$1.000 264,716
2.382.955 7.385.293
3.240.895 2.271.872
523,880 117,636
73,506,273 102,812,948
377.716 406,473
(377.716) {406, 473)
24.143.536 .
34.646.447 .
58,780,963 -
132,296,236 102,812,948

fnterest accured on overdue trade receivables ~ Rg, 24,143 516 (December 31, 2011 Nil) and advance recoverable in cash
or in kind - Rs. 34 646 447 (Deceinber 31, 201); Nil} pertains to ampums reccivable from fellow subsidiaries.

Other current assats

Unsecured and considered good
DEPB License on hand

SF1S Scrip on hand

Interest accrued on deposits

As at
December 31, 2012

1194924

A5 At
December 31, 2001

13.139.45)

1.693 430
242771 198,428
1,437,695 15,031,309
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Revenue from operations

Sale of products
Fxport sales

Domeslic sales

Sale of products (gross)
bess: Exeise duty

Sale of products (net)

Sales of services
Income from product developmeni services
Job work revenue

(rther operaling revenue
Scrap sales
Export benefits

Revenue from operations {nel)

Breal-up of revenue from sale of products

Manufaciured goods
Gabapentin

Losartan
Yalacyclovir

(Others

Other income

Interest income on (ixed deposits

Interest on overdue trade recervables

Net gain on account of foreign exchange fuctuanons
Other income

For the year cuded
Decenber 31, 2012

For the year ended
December 31,2011

1,733.015.734 1,396,300.447
. 1946411
1,.733,0315,74 1.398.246,858
{71,504 960) (70.803,677)
1,661.510.768 1.327.443,181

117.950.330 144 253384
- 13,307.520
137,250,330 158,160,904
7441124 5,010 884
7.792 645 27,454,330
15,233,769 32,505,214

1,794,694,867

1.518,109,259

For the year ended
December 33, 2012

049,130.596
297,378,265
284,953,252
430.048.655

Far the year ended
December 31, 201)

442,272,018
307925947
218,752,375
358452841

1.661,510.768

1,327.443,181

For the year ended

December 31,2012
227,341
24,143,516

2,150,934

For the year ended
Decenther 31, 2011
215,599

9.207.830
2.004.283

26,521,788

11,427,782
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22

Cost of malerials consumed

Raw materinls and packing materials

Inventory of materials at the beginning of the year
Purchases

Inventory of materials at 1he end of the year

Stores, spares and consumables

Inventory of materials at the beginning of the year
Purchases

Inventory of materials at the end of the year

Break-up of cost of materials consamed
Gabapentin USP

Valacyclovir hydrochioride

Others

Break-up of inventory- materials
Gabapentin USP

Quetiapine hemifumarate
Valacyclowir hydrochloride

Others

Changes in inventorics of finished goods zud worlk-in-progress

Opemng stock
- Finished goods
- Work-in-progress

Closing stock
- Finished goods
- Work-in-progress

Details of Minished goads
Losartan {abtets

Details of work-in-progress
Gabapentin capsules
Losartan tablets
Valacyclovir tablets
[.orazepam

Others

For the year ended
Pecember 31,2012

For the year ended
December 31, 201t

291,133,748 125,593.086
897.627.084 516,047,085
82,862,253 201,133,748

(. (00828579 5,506,423
24.669.300 17.530.681
21,480,266 39,061,126
10,245,061 24,669,390
35,004,593 31,922,417

1,130,803,174

782428840

306,011,067 180,900 655
180,046,375 174,172,803
650,745,732 427 355,382
1,136,803,174 782,428,840
15,200,545 13,742,069
26.737.436 65,677.070
2,838,715 93,952,592
38,085,557 117.762.017
52,862,253 291,133,748

For the year ended
Decenmber 31, 2012

13,215,167
98,676.711

Far the year ended
December 31, 2011

129 206,945

111.891.878

129.206.945

3635911 13,215.167
84 536,765 DEGTETII
88,172,676 111,891,878

23,719,202 17,315.067
3635911 13.215,167
3,635,911 13,215,167
15,467 430 31330576
14.773 348 1$.251.139

5,595 272 -

2,933 351 8,203,110
45,766,814 71,891,886
84,536,765

98,676,711




Actavis Pharma Manufacturing Private Limited

Notes to financial statements for the year ended December 31, 2012 (continued)

{Al anwounts in Indian Rupees, except share dala and unless otherwise stated)

23 Employec benelits
For ihe year caded For the year ended
December 33, 2012 December 31, 2011
Sataries, wages and honus 167020 827 154 320,159
Contribution (g provident and other funds £.996,360 12,974 022
Staft welfare expenses 17404 740 15062989
193,421,927 182,357,170
24 Finun¢e cosis
For the year ended For the year ended
December 33, 2002 December 31, 2011
Interest on tenm [oan 36,713,156 26,429 534
Finance charges 2,354 786 3708 664
39,267,942 30.i35,198
25 Depreciation and amaertisation

For the year ended
December 31, 2042

For the year ended
December 31, 2011

Depreciation of tangible fixed assets (refer note ¥1) 100.708 440 96,674,675
Amortisalion of intangible fixed assets {refer note 12) 21,197,494 33,274 458
121,905,934 119,949,133

26 Other cxpensces

For the year ended
December 31, 2002

Fur the year ended
December 31, 2011

Rent - 100,000
Rates and laxes 2.791.67% 2,892 410
Power and fuel 29,790,461 68415020
Comtract labour charges 4,193 960 3733501
Repairs and matnlenance
- Buildings 3,778,301 2,60] 947
- Plant and machinery 18,975,236 12305617
- Chihiers 14.232 554 14 887367
Insurance 530892 5055229
Protessienal and consuliancy charges (refer nowe betow) 8852675 [2.976,950
Travelling and conveyance 5675279 8.673.495
Commurication £xpenscs 1,955 284 2.082,39]
Capital work in progress write off {refer note 11) 85,176,802 -
Fixed assels written off (refer note 38) 27104 065 18,513,527
Loss on sale of fixed assets (ngtl) 2038028 129,307
Provision Tor doubiful advances 1.012.336 -
Bad debts writien off F.333,1358 -
Misceilancous expenses 170019580 15,355 950
293,130,999 167,785,730

MNote:

Paymen( ¢to auditors inciuded in professional and consultancy charges {excluding service fax)

For the year ended
December 310, 2012

For the year ended
December 31, 2013

As anditor
Statulory audit 100000 A0 00
Tax audit 400,000 400,000
Other services 550,000 400000
Reimbursement of expenscs 38,440 30,190
1,688,440 1,430,190




Actavis Pharma Manulacturing Private Limited
Noles to financial stacements for the year ended December 31, 2012 (continued)
(Al amounts in Indian Rupees, except share daia and unless olherwise siated)

27 Contingent liabilities and cammitments (fo the extent not provided for)

Estimaicd amount of contracis remaining o be executed on capital account
(net of capital advances) and not provided for

Particulars As at As at
December 31,2012 December 31, 2011
(i) Contingent Jiabiiities
(s} Claims against the Company not acknowledged as delbts
Excise relaied malters 9.884.043 0.727.024
Sales tax related matters 36.272,124 243023
Labor law related matters 2,132.424 -
(b} Guarantees outstanding - 1.025.000
{ii) Commitments
- 26.777.637

In respect of capital goods imported at zero or concessional rate of duty under the Export Promotion Capital Goods (EPCG) Scheme. as at the
balance sheet date. the Company has ouistanding export obligation of Rs. 6.854.312 (As at December 31, 2011 - Rs. 8.296,143). In respect ol raw
materials imported at zero or concessional rate of duty under the Advance license scheme, as at the balance sheet datc. the Company has outstanding
export obligation of Rs. 481,065.554 (As at December 31, 2011 - Rs. 830,199,109). The Company is confident of meeting its revenuc commitments

/ obtaining extensions. if nccessary.

The Company carries out a process of establishing the manufacturing processes involving the production of trial batches, optimization batches and
exhibit batches (known as “transfers’) so as to obiain approvals from regulatory authoritics, before a product can be commercially manufactured at
the plant. For carrying out such process, the Company procures excisable goods from domestic/international suppliers. Since the company invoices
the Group for carrying oul these transfer activities, the same is treated as a service provided to the group and hence the Company avails inpui credit
of such duty paid which is recorded as recoverable from excise authorities. The excise department has not disputed the availiment of input credit by

the company. The Company has also obtained a legal opinion in this regard.

28 Outstanding lease obligations

Finance lease obligations

Particulars Asat| As at
December 31, 2012 December 31, 2011
Future mininuim lease payaents
Not {ater than one year 489,068 1,250,757
Later than one year and not later than five years 525094 | 446308
Total 1,014,162 2,703,065
Less: Amounts representing future interest 137.651 382077
Present value of minimum lease payments 876.511 2320988
Less: Amounts due not later than one vear 408,521 1.045.6%0 |
Amounts due later than enc year and not later than five years 467.9%0 1.275.308

29  C.LF value of imports (on acerual hasis)

Particulars

Raw materiai
Packing material
Capital goods

Total

For the year ended For the year ended

| December 31, 2012 December 31, 2011
340,081,661 288.216.603

16,805,004 9.832.509

7.510.073 43,336,094

364,397,398 343,385208

30 Euarnings in forcign currency {on accrual basis)

Particulars

For the vear ended

For the year ended

December 31, 2012 December 31, 2011
FOB value of exports 1.732.817,974 1.396.106.269
income from product development activitics 117,950.330 144253384
Recovery of expenses 114464384 35455700

Total

1.965,232.688

1575815353
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32

33
a}

Details of consumption of indigenous and imported raw materials, packing materials und stores, spares and consumables

Particutars

____Ff!? the year ended December 31, 2012

For the year ended December 31, 2011

Value % of total Value %o of total
consumption consumption
Raw materials and packing materials
Imported 372,898,550 34% 306,522,381 41%|
Indigencus 728,000.029 66% 443,984,042 39%|
1,100,898.579 | 100% 750,506,423 A
Stores, spares and consumalyes
Tinported - - - -
Indigenous 35.904,595 100% 31.922.417 1%
35,904,595 100% 31,922 4¢7 100%
Total 1,136,803,174 -~ 782,428,840

Derivate instruments

The Company has notl entered into any foreign currency Forward contract o hedge its risk associated with fereign currency fluctuations, The yvear
end foreign currency exposures that have not been hedged by a derivative instrument or otherwise are as under:

Deseription Amount receivable in foreign currency Amount payable in foreign currency [
As at As at As at As at
December 31,2012 Beeember 31, 2011 Drecember 31, 2012 December 31, 2011
EUR cquivalent 8,456,538 1,656,693 280 645 404
USD equivalent 6.242,800 5,866,579 1,338,698 6.738.094
GBP equivalent - 920 - -
CHT equivalent - 21.000 - -
INR equivalent 954,233,083 426,025,733 73,327,374 401,462,227 |

Related party transactions

Mames of related parties and nature of relationship arc as follows:

Nature of relationship

Name of the related party

Ultimate hoiﬂing company

Actavis hf, Iceland {up to October 31, 2012}
Watson Pharmaceuticals Inc, USA (from November 1, 2012}

Holding Company

Actavis Holdings Asia BV, Netherlands

Fellow subsidiaries

Actavis Group PTC ehl
Actavis Ehzabeth LLC
Actavis Malta Limited
Actavis Group hi’
Medis Ehf

Actavis Pharma Development Centre Private Limited
Lotus Labs Private Limited




Actavis Pharma Manwfacturing Private Limited
Notes to financial statements [or the year ended December 31, 2012 (continued)
{All amounts in Indian Rupees, except share data end unless otherwise stated}

b)

Details of related party transactions
Transactions during the year

Nature of transaction

For the year ended
December 3i, 2012

For the year ended
December 31, 2011

Iesue of shares (including share premivm}

Nature of balances

December 31, 2012

Actavis Holdings Asia BV, Netherlands - 29.244.990
Lean talen
Lotus Labs Private Limited 400.000,000 -
Loan repaid
Lotus Labs Private Limited - 58.586.103
Purchase of SFIS serip
Lotus Labg Private Limilted 1,312,500 3937500
Sale of goods
Actavis Elizabeth LLC 791,189,754 382.973.802
Aclavis Group PTC chf’ 803,993,102 671.367.212
Medis Ehf 64.327912 TLIA3TS3
Income from product development charges
Actavis Group PTC chf 50,407,082 142.420.661
Actavis Elizabeth LLC 27,543,248 1.832.723
Interest on overdue trade receivables
Actavis Group PTC ehf 22,137,791 -
Actavis Elizabeth LLC 2.005,725 1
Reimbursement af expenses from
Actavis Group PTC ehf 90.329,881 33,121,618
Actavis Elizabeth LLC 24.134.503 2.334.082
Actavis Pharma Private Limited — 217865
Reimbursement of expenses ta
Actavis Group PTC ehf 2,686,128
Actavis Elizabeth LLC 4,817,560 1
Actavis Malta - 819,600
Interest on foan ';
Lotus Labs Pvt. Limited (including tax deducted source) 16,047.947 1.323.288
Balance as at the year-end date:

As at As at

December 31, 21)_!l

Balances receivable
Actavis Group PTC ehf
Agclavis Elizabeth LLC
Medis ehf

Balances payable

Actavis Blizabeth LLC

Actavis Group FTC ehf

Actavis Group hf

Lotus Laboratory Pvi. Lid. (inctuding interest and afler deducting tax deducted source)

Actavis Malta Lid.

587,572,081
341,992,444
24.668.538

3.421.239

414,443,151

287.971.307
104.353.098
21,688,143

210319341
36.679.270
58,263

819.600]
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35

Segment reporting

The Company’s operations predominantly relate to manufacture and sale of formulation and APU's. Accordingly, business segment comprize the
primary basis of segmental informalion set out in these financtal statements. Secondary segment reporting is performed on the basis of the
geographcal location of customers.

Disclosure under Geographical segrment

The Company operates mainly in two geographical areas, Domestic and Export. Management has reviewed these geographical areas vis-&-vis the
risks and returns that encompass them. While arriving at this, management has reviewed the similarity of the economic and political conditions,
relationships between operations in thesc geographical areas, proximity of operations. and special risks i any associated with operations in these
areas,

For the year ended December 31, 2012

L Domestic Exports Total .
Sales- External Revenue - 1.850,966.064 1.830.960.064
Carrying amount of segment asseis by location of assels 1.175.420.992 978.376.560 2133797 391
Cost (o acquire tangible and intangible assets by location of customers 67,055,961 - 67.055.961
For the year ended December 31, 2011 _ -

Domestic Exports Total

Sales- External Revenue 15853931 1.540.553.851 1.556.407 762
Carrying amount of segment assets by location of assets 1.754.861.477 415434712 217,296 189
Cosl to acquire langible and intangible assets by location of customers 145.992.507 - 145,992 507

Employce benefits

Disctosure relating to gratuity
The following table sets out the stalus of the gratvity plan as required under AS 13 (Revised 2003). Reconciliation of opening and closing balances
of the present value of the defined benefit obligation.

Particulars For the year ended For the year ended
December 31, 2012 December 31, 2011
A. Change in present value of obligaiion
Projected benefil obligations as at the beginning of the year 4.543.879 2,603,459
Interest cost 316,330 186.137
Current service cost 1,423,067 1.171.688
Benefiis paid (987,117 {440.27%)
Actuarial {gain) / loss on abligation 1.563.711 1,022.874
Projected benefit abligations as at the end of the year 6,359,876 4,543,879
B. Change in plan assets
Fair value of plan assets as at the beginning of the year 2.18%.160 2.233.806
Expected return on plan assets 220,430 190.970
Contribulions 1,507.242 216,434
Benefits paid {987.117) (440279}
Actuarial gain / (loss) on plan assets (117.677 (11771
Fair value of plan assets as at the end of the year 2,812,038 2,189,160
C. Reconciliation of present value of obligation and the fair value of
plan asseis
Projected beneft obligation as at the end of the year 4,859.870 1.543 879
Fair value of plan assets at the end ol the vear 2 812,038 2.189.160
Liability recognized in the balance sheet 4,047,832 2,354,710
D. Componcnts of net gratuity cost
Service cost 1,423,067 1.171.688
Interest cost 316.330 186.137
Expected returns on plan assets {220,430) (190.97
Recognized net actuanal (gain) / loss 1.681,388 1,034,644
Pasi service cost — vested benefits - -
Net gratuity costs 3,200,355 2,201,499
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Particulars

For the year ended
December 31, 2012

For the year cnded
December 31, 2011

E. Classification inte current / non-current
Classified as long-tenm provision
Classified as shori-term provision

F. Assumptions at balance sheet date
Discount ratc
Long term rate of compensation increase
Estimated rate of return on plan asses

Adlrition rate

2.862.965
1184867

8.00%
10.00%
o
25.00%

F.876.238
478 481

7.81%
14.00%
9%|
21.00%

The Company assesses these assumptions with the projecied long-term plans of growth and prevalent indusiry siandards.

Notc:

Plan assets comprise of contribulion to Group Gratuily Scheme of Life Insurance Corporation of India.

The gratuity expenses have been recognised in "Contribution to prevident and other funds’ under note 23.

Due to micro and small suppliers

The management bas identified enterprises which have provided goods and services to the Company and which qualify under the definition of micro
and small enterprises, a5 defined under Micro, Small and Medium Enterprises Development Act, 2006, Accordingly. the disclosure in respect af the
amount payable to such emerprises as at Decemnber 31, 2012 has been made in the financial staiements based on information reccived and available
with the Company, to the extent identified by the management and refted upon by the auditors, The details of overdue amount and interest payablc

are set oul below:

Description

As at
December 31, 2012

i} The amounts remaining unpaid 10 micro and sinall suppliers ag at the end of the year:

- Principal

- Interest

iy Amount of interest paid in tenns of Section 16 of the Micro. Small and Medium Enterprises
Act, 2006 and amounts of payment made 10 the suppliers beyond the appointed day during the
year.

i) Amount of interest duc and payable for the peviod of delay in making pavment but without
adding the interest specified under this Act.

iv) Amount ol interest accrued and remaining unpaid at the end of the vear.

255954
4,497

As al
. _D__i_:ccmbcr 31,2011

364393
197

Rescarch and development expenditure

Particulars

FFor the year ended
December 31, 2012

For the year ended
December 31, 2011

Material, stores, spares and consumabies cost 68.566.336 56.392.478

Emplovee cost 1,107,238 60,483

Manufacturing, administrative and other expenses 33.008.431 29.622.737

Total - | 102,682,075 86,075,700

Fixed assets write off

The Company has writien off assets as under:

Particulars Gross block as at WDV as at Gross block as at WDV us at|
December 31,2002 December 31,2032 December 31, 2011 December 31, 2011

Tangible fixed asscts

Building 2.126,108 2.012.721 2.583.360 2175578

Plant and machinery - - §.102.1(1 3091177

Intangible fixed assets

Technical know-hgw* 43,036,838 25.091.344 18.577.857 11.146.772

Total 45,162,946 27,104,065 29,263,318 18,513,527 |

* Technical know-how for which there are ne future orders and.the-group intends 1o discontinue these products have also been written off,

Fa
£
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39 During the year, Watson Pharmaceuticals Inc. {* Watson’) had taken over Actavis Group hi. and has become the ulumate parent of the Company. The

40

[

group has decided not 10 pursue ithe Company’s activities being carried out at AP! plant in Chennai. As at December 31, 2012, the management was
exploring various allernatives including the sale of the plant te inderested parties ete. No detzailed announcements were made 1o the employees or oiher
partics as of the year end. The managernent subsequent to the balance sheet date. on May 6. 2013, sold the API plant by way of slump sale through a
Business Transler Agreement (*BTA’Y. Whilst the above event as of December 31, 2012 did not qualify to be the initial disclosure event under
Accounting Standard — 24 on Discontinuing Operations and hence ne related disclosures have been made in these financial stataments. the Company
has carried out an impairment analysis in respect of its assets pertaining o the AP1 plant, Such impairment test was carried oul considering the
business plan o sell the plant and other future projections and found that the recoverable amount 1.c. the nel selling price of the cash generating umt
to which the assets belong is lower than its carrying amount and accordingly, the Company has provided for impairmment loss of Rs. 110,453,082 in
the statement of profit and loss.

Transfer pricing

The Company has international and domesiic transactions with related parties. for the financial year 2011-12, the Company has obfained the
accountant's repori from a chartered accountant as required by the relevant provisions of the Income-tax Act, 196! ("the Act’) and has filed the same
with the tax aulhorities. For the financial year 2012-13. the Company has maintained documents as prescribed by the Acl to prove that these
transactions are at ann's lenglh and the aforgsaid legislation will not have any impact on the financial statements, particularfy on the amount of tax
expense and that of provision for wxation.
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