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INDEPENDENT AUDITOR’S REPORT
To the Members
Alembic Pharmaceuticals, Inc.
Bedminster, NJ
Opinion
We have audited the consolidated financial statements of Alembic Pharmaceuticals, Inc. and Subsidiaries
(collectively, the "Company"), which comprise the consolidated balance sheets as of March 31, 2022 and
2021, and the related consolidated statements of income, consolidated changes in stockholder's equity, and
consolidated cash flows for the years then ended, and the related notes to the consolidated financial
statements.
In our opinion, the accompanying consolidated financial statements present fairly, in all material respects, the
financial position of Alembic Pharmaceuticals, Inc. and Subsidiaries as of March 31, 2022 and 2021, and the
results of its operations and its cash flows for each of the two years then ended in accordance with
accounting principles generally accepted in the United States of America.
Basis for Opinion
We conducted our audits in accordance with auditing standards generally accepted in the United States of
America (GAAS). Our responsibilities under those standards are further described in the Auditor’s
Responsibilities for the Audit of the Consolidated Financial Statements section of our report. We are required
to be independent of Alembic Pharmaceuticals, Inc. and Subsidiaries and to meet our other ethical
responsibilities, in accordance with the relevant ethical requirements relating to our audit. We believe that the
audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion.
Management’s Responsibility for the Consolidated Financial Statements
Management is responsible for the preparation and fair presentation of the consolidated financial statements
in accordance with accounting principles generally accepted in the United States of America, and for the
design, implementation, and maintenance of internal control relevant to the preparation and fair presentation
of consolidated financial statements that are free from material misstatement, whether due to fraud or error.
In preparing the consolidated financial statements, management is required to evaluate whether there are
conditions or events, considered in the aggregate, that raise substantial doubt about Alembic
Pharmaceuticals, Inc. and Subsidiaries’ ability to continue as a going concern for one year after the date that
the consolidated financial statements are issued.

Auditor’s Responsibility for the Audit of the Consolidated Financial Statements
Our objectives are to obtain reasonable assurance about whether the consolidated financial statements as a
whole are free from material misstatement, whether due to fraud or error, and to issue an auditor’s report that
includes our opinion. Reasonable assurance is a high level of assurance but is not absolute assurance and
therefore is not a guarantee that an audit conducted in accordance with GAAS will always detect a material
misstatement when it exists. The risk of not detecting a material misstatement resulting from fraud is higher
than for one resulting from error, as fraud may involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal control. Misstatements are considered material if there is a
substantial likelihood that, individually or in the aggregate, they would influence the judgment made by a
reasonable user based on the consolidated financial statements.
In performing an audit in accordance with GAAS, we:
•

Exercise professional judgment and maintain professional skepticism throughout the audit.

•

Identify and assess the risks of material misstatement of the consolidated financial statements,
whether due to fraud or error, and design and perform audit procedures responsive to those risks.
Such procedures include examining, on a test basis, evidence regarding the amounts and disclosures
in the consolidated financial statements.

•

Obtain an understanding of internal control relevant to the audit 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 Alembic Pharmaceuticals, Inc. and Subsidiaries' internal control. Accordingly, no
such opinion is expressed.

•

Evaluate the appropriateness of accounting policies used and the reasonableness of significant
accounting estimates made by management, as well as evaluate the overall presentation of the
consolidated financial statements.

•

Conclude whether, in our judgment, there are conditions or events, considered in the aggregate, that
raise substantial doubt about alembic pharmaceuticals, Inc. and Subsidiaries' ability to continue as a
going concern for a reasonable period of time.

We are required to communicate with those charged with governance regarding, among other matters, the
planned scope and timing of the audit, significant audit findings, and certain internal control–related matters
that we identified during the audit.
Other Matters - Supplementary Information
Our audit was conducted for the purpose of forming an opinion on the consolidated financial statements as a
whole. Supplementary information on pages 18 through 21 are presented for purposes of additional analysis
and are not a required part of the 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. The
information has been subjected to the auditing procedures applied in the audit of the consolidated financial
statements and certain additional procedures, including comparing and reconciling such information directly to
the underlying accounting and other records used to prepare the consolidated financial statements or to the
consolidated financial statements themselves, and other additional procedures in accordance with auditing
standards generally accepted in the United States of America. In our opinion, the information is fairly stated in
all material respects in relation to the consolidated financial statements as a whole.

Iselin, New Jersey
April 26, 2022

ALEMBIC PHARMACEUTICALS, INC. AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS

As of March 31,
2022

2021

ASSETS
Current assets:
Cash
Accounts receivable, net
Inventory
Prepaid expenses
Prepaid taxes
Advances to vendors

$

Total current assets

4,306,912
204,802,052
45,135,186
861,933
450,385
3,488,039

$

3,244,210
138,834,104
23,867,376
925,398
1,069,429
2,111,214

259,044,507

170,051,731

Property and equipment, net

2,160,771

1,998,485

Deferred tax asset, net

2,804,782

4,717,267

Operating lease right of use asset

1,449,445

Other assets

-

54,189

Total assets

69,984

$

265,513,694

$

176,837,467

$

11,832,434
102,913,658
74,528
125,804,743

$

9,329,458
106,104,457

LIABILITIES AND STOCKHOLDER'S EQUITY
Current liabilities:
Accounts payable and accrued expenses
Accrued chargebacks and other sales deductions
Operating lease liability, current
Due to related parties
Total current liabilities

240,625,363

Operating lease liability
Deferred lease liability
Employee related obligations
Total liabilities
Stockholder's equity:
Preferred stock, $1.00 par value, 200,000 shares authorized,
0 shares issued and outstanding
Common stock, $1.00 par value, 1,000,000 shares authorized,
120,000 shares issued and outstanding
Additional paid-in capital
Retained earnings
Total stockholder's equity
Total liabilities and stockholder's equity

42,924,198

$

158,358,113

1,374,917

-

55,160

-

6,082,957

6,858,878

248,138,397

165,216,991

-

-

120,000

120,000

4,000,000
13,255,297

4,000,000
7,500,476

17,375,297

11,620,476

265,513,694

$

176,837,467

The notes to consolidated financial statements are an intergral part of these statements.
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ALEMBIC PHARMACEUTICALS, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF INCOME

For the Years Ended March 31,
2022

Net revenues

$

Cost of sales
Gross profit
Operating expenses
Selling, general and administrative expenses
Income from operations
Other income (expenses)
Other income
Interest expense

2021

243,138,543

$ 299,602,727

215,621,250

272,784,931

27,517,293

26,817,796

20,281,991

19,970,222

7,235,302

6,847,574

366,412
(21,656)

363,687
(333,256)

344,756

30,431

Income before provision for income taxes

7,580,058

6,878,005

Provision for income taxes

1,825,237

1,652,228

Total other expenses, net

Net income

$

5,754,821

$

5,225,777

Basic and diluted earnings per share

$

47.96

$

43.55

Weighted average shares outstanding

120,000

120,000

The notes to consolidated financial statements are an intergral part of these statements.
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ALEMBIC PHARMACEUTICALS, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CHANGES IN STOCKHOLDER'S EQUITY

For the Years Ended March 31,
Common Stock

Balance, April 1, 2020
Net income

Shares

Amount

Additional Paidin Capital

120,000

$ 120,000

$

-

-

4,000,000

Retained
Earnings
$

-

2,274,699

Total
Stockholder's
Equity
$

5,225,777

6,394,699
5,225,777

Balance, March 31, 2021

120,000

$ 120,000

$

4,000,000

$

7,500,476

$

11,620,476

Balance, April 1, 2021

120,000

$ 120,000

$

4,000,000

$

7,500,476

$

11,620,476

Net income
Balance, March 31, 2022

120,000

$ 120,000

$

4,000,000

5,754,821
$

13,255,297

5,754,821
$

17,375,297

The notes to consolidated financial statements are an intergral part of these statements.
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ALEMBIC PHARMACEUTICALS, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS
lem
For the Years Ended March 31,
2022
Cash flows from operating activities
Net income
Adjustments to reconcile net income to net cash provided by (used in)
operating activities:
Deferred lease payments
Deferred tax benefit
Reserve for bad debts
Depreciation
(Increase) Decrease in operating assets:
Accounts receivable
Inventory
Prepaid expenses
Prepaid taxes
Advances to vendors
Increase (Decrease) in operating liabilities:
Accounts payable and accrued expenses
Accrued chargebacks and other sales deductions
Employee related obligations
Deferred rent liabilites
Due to related parties

$

5,754,821

2021
$

16,366
960,192
169,402

Net cash provided by operating activities

5,225,777

(2,733)
(287,409)
773,260
126,404

(66,928,140)
(21,267,810)
63,465
2,515,163
(1,376,825)

73,944,701
(9,126,941)
(268,977)
1,953,665
(1,720,818)

2,502,976
(3,190,799)
(775,921)
55,160
82,880,545

(14,232,874)
(6,976,655)
1,198,878

1,378,595

3,169,294

(47,436,984)

Cash flows from investing activities:
Employee advances
Security deposits
Purchase of equipment

2,264
13,531
(331,688)

(50,741)
(353,600)

Net cash used in investing activities

(315,893)

(404,341)

Net increase in cash

1,062,702

2,764,953

Cash, beginning of year

3,244,210

479,257

Cash, end of year

$

4,306,912

$

3,244,210

Supplement discloure of cash flow information
Cash paid during the year for:
Income taxes
Interest

$
$

180,000
-

$
$

984,789
17,642

Supplement discloure of non cash activity
Reduction in deferred tax assets by $1,896,119 due to amendment of prior year tax return

The notes to consolidated financial statements are an intergral part of these statements.
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ALEMBIC PHARMACEUTICALS, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

For the Years Ended March 31, 2022 and 2021
1.

Nature of Operations

Nature of Operations
Alembic Pharmaceuticals, Inc. and Subsidiaries (the “Company”), a Delaware corporation, is a wholly owned
subsidiary of Alembic Pharmaceuticals Limited (“APL”). On March 1, 2020, in an internal reorganization, APL
acquired 100% interest in the Company from its subsidiary Alembic Global Holding S.A.(“AGH”). The Company
is engaged in the marketing and distribution of generic pharmaceutical products for resale by others. While the
Company was incorporated in 2012, operations began in 2015. The Company sells its products directly to
wholesalers, retail drug store chains, drug distributors, mail order pharmacies and other direct purchasers as well
as customers that purchase its products indirectly through the wholesalers, including independent pharmacies,
non-warehousing retail drug store chains, managed health care providers and other indirect purchasers.
The Company has three separate lines of business – Alembic Pharmaceuticals, Inc. (“API”) [Distribution],
Alembic Labs, LLC (“Labs”) [Research & Development] and Okner Realty, LLC, (“Okner”) [Real Estate
management]. Net revenues from API, Labs and Okner were 99.9%, 0.1% and 0%, respectively, for the years
ended March 31, 2022 and 2021.
Effective April 1, 2020, Labs exclusively develops products for APL. All intellectual properties developed by Labs
will be owned by APL.

2.

Summary of Significant Accounting Policies

Basis of Presentation
The consolidated financial statements have been prepared in conformity with accounting principles generally
accepted in the United States of America (“GAAP”) as detailed in the Financial Accounting Standards Board’s
Accounting Standards Codification. The consolidated financial statements have been prepared on the accrual
basis of accounting.
Principles of Consolidation
The consolidated financial statements include the accounts of the Company and its wholly owned subsidiaries
(Labs and Okner). All significant intercompany accounts and transactions have been eliminated in the
consolidated financial statements.
Use of Estimates
The preparation of the consolidated financial statements in conformity with accounting principles generally
accepted in the United States of America (“GAAP”) requires management to make estimates and assumptions
that affect the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the
date of the consolidated financial statements and the reported amounts of revenues and expenses during the
reporting period.
Actual results could differ from those estimates because of the uncertainty inherent in such estimates. The
Company makes significant estimates in many areas of its accounting, including but not limited to the following:
sales returns, chargebacks, allowances and discounts, inventory obsolescence, the useful lives of property and
equipment and its impairment and accruals.
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ALEMBIC PHARMACEUTICALS, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

For the Years Ended March 31, 2022 and 2021
2.

Summary of Significant Accounting Policies (Continued)

Cash and Cash Equivalents
For the purpose of consolidated statement of cash flows, cash and cash equivalents are highly liquid debt
instruments with original maturities of three months or less. As of March 31, 2022 and 2021, the Company did
not have any cash equivalents.
Inventory Valuation
Inventories consist of finished goods including goods in transit that are stated at the lower of cost or net
realizable value, with cost being determined by the weighted average cost method. The Company considers
obsolescence, excessive levels, deterioration and other factors in evaluating net realizable value. There was no
allowance for inventory obsolescence during the years ended March 31, 2022 and 2021.
Property and Equipment
Property and equipment are stated at cost less accumulated depreciation. Depreciation is computed and
recorded on a straight-line basis over the assets estimated service lives which range from three to thirty-nine
years. Repairs and maintenance expenditures, which do not extend the useful lives of the related assets, are
expensed as incurred.
Research and Development
Costs incurred for research and product development are expensed as incurred. The Company recognizes
research and development expenses in the period in which it becomes obligated to incur such costs.
Revenue Recognition
Revenue is recognized for product sales at the time of shipment of the product to the customer. Provisions are
recorded for discounts, rebates, promotional adjustments, chargebacks, and other potential adjustments when
they are reasonably determinable at the time when sales revenues are recorded. The risks related to price
adjustments and returns are borne by the parent company.
Consistent with industry practice, the company maintains a return policy that allows customers to return product
within a specified period of time prior and subsequent to the expiration date. The Company’s estimate of the
provision for returns is based on industry experience and current evaluation.
Accounts Receivable and Credit Policy
Accounts receivable are due under the normal terms which generally range from thirty to sixty days from the
invoice date. Accounts receivable are stated at amounts billed less chargebacks submitted by the customer.
Payments of accounts receivable are allocated to the specific invoices identified on the customer’s remittance
advice.
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ALEMBIC PHARMACEUTICALS, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

For the Years Ended March 31, 2022 and 2021
2.

Summary of Significant Accounting Policies (Continued)

Chargebacks
The Company enters into contractual agreements with certain third parties such as pharmacies and grouppurchasing organizations to sell certain products at predetermined prices. The parties have elected to have
these contracts administered through wholesalers that buy products from the Company and subsequently sell
them to these third parties. When a wholesaler sells products to one of these third parties that are subject to a
contractual price agreement, the difference between the price paid to the Company by the wholesaler and the
price under the specific contract is charged back to the Company by the wholesaler. The Company tracks sales
and submitted chargebacks by product number and contract for each wholesaler. Utilizing this information, the
Company estimates a chargeback percentage for each product. The Company reduces gross sales and
increases the chargeback allowance by the estimated chargeback amount for each product sold to a wholesaler.
When an actual chargeback request is received from a wholesaler, the Company reduces the chargeback
allowance when it processes the chargeback. Actual chargebacks processed by the Company can vary
materially from period to period based upon actual sales volume through the wholesalers. However, the
Company’s expense provision for chargebacks is recorded at the time when sales revenues are recognized. See
Note 13 - Accrued Chargebacks and Other Sales Deductions.
Management obtains periodic wholesaler inventory reports to aid in analyzing the reasonableness of the
chargeback allowance. The Company evaluates the reasonableness of its chargeback allowance by applying the
product chargeback percentage based on historical activity to the quantities of inventory on hand based on each
wholesaler’s inventory reports and an estimate of inventory in transit to the wholesaler at the end of the period. In
accordance with its accounting policy, the Company’s estimate of the percentage of wholesaler inventory that will
ultimately be sold to a third party that is subject to a contractual price agreement is based on the trend of such
sales through wholesalers. The Company uses the established percentage estimate based on industry
experience and evaluation of current trends.
Risks and Uncertainties
The Company’s business may be affected by a variety of events. These risks potentially may have a material
impact on Company’s consolidated financial position, results of operations and/or reputation. The risks are as
follows:
Product launches – Launching a new pharmaceutical product takes time and can involve significant
investment in product inventories before launch and other types of expense. There is a risk that launches of
new products in existing or new markets are unsuccessful which may have a negative impact on the
Company.
Competitive market – A large number of companies provide pharmaceutical products or are active in
research and development of compounds and may compete with the products of the Company. More intense
competition may imply a risk that the Company is unable to maintain its current margins on its products,
which may negatively impact the Company.
Rapid changes in the pharmaceutical industry – One of the distinguishing features of the industry where the
Company is active is its changeability and rapid rate of development. This means that product and improved
therapeutic methods are continuously emerging. If the Company does not develop products at the same rate
as its competitors, or its products do not satisfy the standards the market is applying, there is a risk of
adverse impact on the Company.
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ALEMBIC PHARMACEUTICALS, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

For the Years Ended March 31, 2022 and 2021
2.

Summary of Significant Accounting Policies (Continued)

Risks and Uncertainties (Continued)
Regulatory consideration and product standards – Research and development, as well as the production and
marketing of pharmaceuticals, is subject to the control of several regulators. There is a risk of adverse
impact on the Company if its products have to be withdrawn from the market as a result of restrictions and
requests from regulatory authorities.
The extent of the impact of the coronavirus (“COVID-19”) outbreak on operations of the Company will depend on
future developments, including the duration and spread of the outbreak, related advisories and restrictions,
government actions, the impact on financial markets and the overall economy, all of which are highly uncertain
and cannot be predicted. If the financial markets and/or the overall economy are impacted for an extended
period, the Company’s operations may be affected. However, the Company does not expect that the current
outbreak will have a material adverse effect on consolidated operations or financial results at this time.
Advertising Costs
Advertising costs are expensed as incurred and are included in selling, general and administrative expenses in
the consolidated statements of income. Advertising expense for the years ended March 31, 2022 and 2021 were
$250,528 and $67,482, respectively, and are included under the line item selling, general and administrative
expenses on the consolidated statements of income.
Selling, General and Administrative Expenses
Selling, general and administrative (SG&A) expenses are comprised primarily of salaries, benefits and other
staff-related costs associated with sales and marketing, finance, and other administrative personnel; facilities
and overhead costs; outside marketing, distribution costs, advertising and legal expenses and other general and
administrative costs, as well as customer shipping costs.
Freight
Freight billed on purchases of inventory is included in the cost of sales. Total freight expense the years ended
March 31, 2022, and 2021 were $8,468,529 and $3,322,990, respectively, and are included within the line item
cost of sales on the consolidated statements of income.

Adoption of Accounting Pronouncements
In February 2016, the FASB issued ASU 2016-02, (Topic 842) Leases, which establishes a right of use model
(“ROU”) that requires a lessee to record a ROU asset and a lease liability on the balance sheets for all leases
with terms longer than 12 months. Leases will be classified as either finance or operating, with classification
affecting the pattern of expense recognition in the income statement. For lessors, the new standard requires a
lessor to classify leases as either sales-type, finance or operating. A lease will be treated as a sale if it transfers
all the risks and rewards, as well as control of the underlying asset, to the lessee. If risks and rewards are
conveyed without the transfer of control, the lease is treated as financing. If the lessor does not convey risks and
rewards or control, then the lease would be classified as an operating lease. The new standard requires a
modified retrospective approach to adoption and is effective for nonpublic companies with annual periods
beginning after December 15, 2021 (i.e., periods beginning on April 1, 2022) and interim periods thereafter.
Effective September 1, 2021, the Company has adopted this ASU. The adoption did not result in any
retrospective recognition of operating lease liabilities.
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ALEMBIC PHARMACEUTICALS, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

For the Years Ended March 31, 2022 and 2021
2.

Summary of Significant Accounting Policies (Continued)

Adoption of Accounting Pronouncements
Revenue from Contracts with Customers
In May 2014, the Financial Accounting Standards Board issued Accounting Standards Update No. 2014-09,
Revenue from Contracts with Customers (“ASC 606”), and all related amendments. ASC 606 supersedes most
existing revenue recognition guidance. ASC 606 provides a principles-based framework for recognizing revenue
to depict the transfer of promised goods or services to customers in an amount that reflects the consideration the
entity expects in exchange for the goods or services provided. It also requires enhanced disclosures to enable
users of financial statements to understand the nature, amount, timing, and uncertainty of revenue and cash
flows arising from contracts with customers. The two permitted transition methods under the guidance are the full
retrospective approach or a cumulative effect adjustment to the opening retained earnings in the year of
adoption. For nonpublic companies the new guidance was effective for annual reporting periods beginning after
April 1, 2019 and interim and annual reporting periods after those reporting periods.
Revenues from product sales are recognized only when the parties to the contract have approved it and are
committed to perform their respective obligation, the Company can identify each party’s rights regarding the
distinct goods or services to be transferred (“performance obligations”), the Company can determine the
transaction price for the goods or services to be transferred, the contract has commercial substance and it is
probable that the Company will collect the consideration to which it is entitled in exchange for the goods or
services that will be transferred to the customer.
Revenues are recorded in the amount of consideration to which the Company expects to be entitled in exchange
for performance obligations upon transfer of control to the customer, excluding amounts collected on behalf of
other third parties and sales taxes. The Company adopted ASC 606 and all related amendments using the
modified retrospective transition method. The Company was not materially impacted by this standard and
concluded that the adoption of the new standard did not require an adjustment to the opening retained earnings.
Income Taxes and Deferred Income Taxes
The Company files federal and state tax returns as a “C” Corporation.
Deferred income taxes arise as a result of timing differences between income per books and income reported for
tax purposes. The components with temporary difference that impact the deferred taxes are accounts receivable
allowances, accrued sales deductions, deferred compensation, deferred lease payments and deferred
acquisition costs. The Company is liable for federal, state, and local taxes as applicable. The amount of current
and deferred taxes payable or receivable is recognized as of the date of the consolidated financial statements,
utilizing currently enacted tax laws and rates. The net deferred tax assets on March 31, 2022 and 2021 were
$2,804,782 and $4,717,267, respectively.
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ALEMBIC PHARMACEUTICALS, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

For the Years Ended March 31, 2022 and 2021
3.

Inventory

The components of inventory consist of the following on March 31:

2022
Raw materials
Semi finished goods
Finished goods

4.

$

1,026,999
327,322
43,780,865

2021
$

291,950
74,690
23,500,736

$ 45,135,186

$ 23,867,376

2022

2021

Prepaid Expenses

Prepaid expenses consist of the following on March 31:

Prepaid insurance
Prepaid conference expense
Membership dues and other

5.

$

383,342
13,360
465,231

$

363,383
20,450
541,565

$

861,933

$

925,398

Property and Equipment

Property and equipment consist of the following on March 31:
Estimated Useful
Life (Years)
Land
Building
Building improvements
Furniture and equipment
Plant and machinery

Indefinite
39
15-39
3-10
10-11

2022

2021

$

200,000
800,000
403,781
213,794
1,065,639
2,683,214
522,443

$

200,000
800,000
308,128
74,570
968,828
2,351,526
353,041

$

2,160,771

$

1,998,485

Less: Accumulated depreciation

Depreciation expense charged to operations amounted to $169,402 and $126,404 for the years ended March 31,
2022 and 2021, respectively.
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ALEMBIC PHARMACEUTICALS, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

For the Years Ended March 31, 2022 and 2021
6.

Income Taxes

The Company is required to file consolidated income tax returns for the federal and various state jurisdictions.
Labs and Okner are disregarded entities for tax purposes and are included in Company’s consolidated tax
returns. During the year ended March 31, 2022, deferred tax assets were reduced by $1,896,119 due to
amendment of prior year tax returns.
Total income tax provision (benefit) for the years ended March 31:

2022

2021

Current - federal
Current - state
Deferred - federal, provision
Deferred - state, provision

$

1,521,366
287,505
13,764
2,602

$

1,631,347
308,290
(241,728)
(45,681)

Total income tax provision (benefit)

$

1,825,237

$

1,652,228

The effective tax rates for the years ended March 31, 2022 and 2021 were 24.08% and 24.02%, respectively.
The components of the Company's deferred tax assts, net consist of the following as on March 31:

2022
Current deferred tax assets;
Accounts receivable allowances
Total current deferred tax assets
Non current deferred tax assets (liabilities):
Property, plant and equipment depreciation
Deferred compensation
Deferred lease payments
Deferred acquisition
Other accrued liabilities
Total non current deferred tax assets (liabilities)
Deferred tax asset, net

2021

$
$

977,640
977,640

$
$

747,002
747,002

$

$

$

(195,108)
1,461,126
13,249
(35,012)
582,887
1,827,142

$

(192,570)
1,647,502
(38,320)
2,553,653
3,970,265

$

2,804,782

$

4,717,267
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ALEMBIC PHARMACEUTICALS, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

For the Years Ended March 31, 2022 and 2021
7.

Lines of Credit

The Company has a line of credit agreement with a financial institution for $8,000,000 in connection with the
acquisition of Labs and Okner. The line bears interest at 3-month LIBOR (0.83971% on March 31, 2022) plus
1%. The line of credit is renewed annually on September 30th. The line is also due on demand and is secured by
the Company's current assets. As of March 31, 2022, and 2021, there was no outstanding balance.
The Company has an additional a line of credit agreement with a bank for $10,000,000. The line bears interest at
LIBOR (0.83791% on March 31, 2022) plus 1%. This line is reviewed annually on August 31. This line is due on
demand and is secured by the corporate guarantee provided by the parent company based in India. As of March
31, 2022, and 2021, there was no outstanding balance.

8.

Related Party Transactions

The Company entered into the following transactions with its related parties during the years ended March 31:

2022

2021

Inventory purchases from related parties

$

209,491,028

$

253,578,639

Total due to related parties

$

125,804,743

$

42,924,198

The outstanding balance due to the related parties does not accrue interest and has a term of 180 days.

9.

Leased Employees

As of March 31, 2022, the Company leased its employees from Extensis, Inc. (“Extensis”), under a renewable
leasing arrangement, that charges the Company for the cost of compensating leased employees plus the costs
of the related payroll taxes, benefits, vacation pay, and an administrative fee.

10. Commitments and Contingencies
Operating Lease
The Company entered into a 10.5-year operating lease of its new corporate offices at 550 Hills Drive in
Bedminster, New Jersey effective September 1, 2021. The Company has the option of renewing the lease for an
additional five-year term but does not consider any additional renewal periods to be reasonably certain of being
exercised.
The amount recognized by the Company as a right-of-use asset related to this operating lease and the current
and long-term portion of the related lease liability are disclosed on the Consolidated Balance Sheet. The
Company utilized its incremental borrowing rate as the discount rate as we do not have access to the lease’s
implicit rate. The discount rate associated with this operating lease is 8%.
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10. Commitments and Contingencies (Continued)
This lease requires fixed lease payments over the 10.5-year lease term. In accordance with ASC 842, rent
expense for this operating lease is recorded on a straight-line basis over the life of the lease. The operating
lease rent incurred for the year ended March 31, 2022, was $122,814 and is included in selling, general and
administrative expenses on the consolidated statements of income.
Total rent expense for the prior office space and operating lease for the year ended March 31, 2022, and 2021
were $186,706 and $130,872, respectively, and are included within the line item selling, general and
administrative expenses on the consolidated statements of income.
The future minimum annual lease payments under all lease commitments on March 31, 2022 are:

March 31,

Payments

2023
2024
2025
2026
2027
Thereafter

$
187,878
$
191,231
$
194,583
$
216,068
$
219,725
$ 1,133,518

11. Accounts Receivable
Accounts receivable is comprised of the following at March 31:

Accounts receivable
Less: Allowance for doubtful accounts
Accounts receivable, net
Less: Sales-related deductions (see Note 12)
Net receivables

2022

2021

$ 208,872,159
4,070,107

$ 141,944,019
3,109,915

204,802,052

138,834,104

95,868,179

98,451,445

$ 108,933,873

$

40,382,659

During the year ending March 31, 2022 and 2021, management established reserves of $960,192 and $773,260,
respectively. No amounts were charged to reserves for the years ended March 31, 2022 and 2021.
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12. Accrued Chargebacks and Other Sales Deductions
Accrued chargebacks and other sales deductions are comprised of the following on March 31:

2022
Accrued chargebacks
Other sales deductions

$

Sales-related deductions (see Note 11)
Rebates and administration fees
Total accrued chargebacks and other sales deductions

$

83,865,917
12,002,262

2021
$

90,132,445
8,319,000

95,868,179

98,451,445

7,045,479

7,653,012

102,913,658

$ 106,104,457

13. Significant Concentrations
Financial instruments that potentially subject the Company to concentrations of credit risk consist primarily of
cash and cash equivalents.
Concentration of credit risk
The Company maintains its cash in bank deposit accounts that, at times, may exceed the federally insured limit
up to $250,000 per depositor per bank. The Company has not experienced any losses in such accounts. The
Company believes it is not exposed to any significant credit risk on cash.
Customers
For the years ended March 31, 2022, sales to three major pharmaceutical wholesale customers were
approximately 43%, 28% and 15% respectively. These customers represented approximately 84% of the
accounts receivable on March 31, 2022.
For the year ended March 31, 2021, sales to three major pharmaceutical wholesale customers were
approximately 39%, 35% and 11% respectively. These customers represented approximately 86% of the
accounts receivable on March 31, 2021.
Vendors
The Company has contracted with Life Sciences Logistics ("LSL") for warehousing and distribution services
since October 2015. Effective April 1, 2022, LSL was replaced by J. Knipper and Company Inc. If these services
were interrupted, the Company would need to engage another service provider to replace LSL. While there are a
number of options available to the Company, such an interruption of services could cause a delay in processing
customer orders.
The Company utilizes services of iContracts, Inc. who provides software to facilitate the gross-to-net revenue
recognition. Discontinuity or disruption could affect the Company’s ability to process chargebacks and recognize
revenue in a timely and accurate manner.
API purchases most of its inventory from its parent company, Alembic Pharmaceuticals Limited. (See Note 8).
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14. Employee Related Obligations
The Company has a deferred compensation plan for its highly compensated employees. Under the plan, a
certain amount is accrued each year based on the performance of the Company. The amount deferred for each
fiscal year will be paid in the fourth year of service.
For other key employees, the company has adopted an employee retention plan.
These accrued amounts have been included in the consolidated balance sheets under Employee Related
Obligations and the related expenses have been included in Selling, General and Administrative Expenses. The
total employee related obligation balances as of March 31, 2022 and 2021 were $6,082,957 and $6,858,878,
respectively.

15. Subsequent Events
The Company has evaluated subsequent events for potential recognition and disclosure through April 26, 2022,
the date the consolidated financial statements were available to be issued. The Company has identified the
following events that would require disclosure in the consolidated financial statements.
As of April 26, 2022, the Company has not experienced an adverse impact from COVID-19. Management is
monitoring the ongoing situation and is prepared to respond to any potential events that arise from COVID-19.
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Accounts Receivable Aging at March 31, 2022
Outstanding for following periods from Due date of payment
Details

Less than 6
months

Not Due

Less than 1 year

1 - 2 years

2 - 3 years

More than 3 years

As at 31st March, 2021 Total

i)

Undisputed Trade Receivables –
considered good

ii)

Undisputed Trade Receivables – which
have significant increase in credit risk

-

-

-

-

-

-

-

iii)

Undisputed Trade Receivables – credit
impaired

-

-

-

-

-

-

-

iv)

Disputed Trade - Receivables –
considered good

-

-

-

-

-

-

-

v)

Disputed Trade Receivables – which
have significant increase in credit risk

-

-

-

-

-

-

-

vi)

Disputed Trade Receivables – credit
impaired

-

-

-

-

-

-

-

Less: Expected Trade Loss Allowance

-

-

-

Total Accounts Receivable

$

$

204,802,052

204,802,052

$

1,710,916

$

(1,710,916)
$

-

1,452,801

$

(1,452,801)
$

-

906,391

$

(906,391)
$

-

$

-

-

$

$

-

-

$

208,872,160

(4,070,108)
$

204,802,052

See independent auditor's report.
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Accounts Receivable Aging at March 31, 2021

Outstanding for following periods from Due date of payment
Details

Less than 6
months

Not Due

Less than 1 year

1 - 2 years

2 - 3 years

More than 3 years

As at 31st March, 2022 Total

i)

Undisputed Trade Receivables –
considered good

ii)

Undisputed Trade Receivables – which
have significant increase in credit risk

-

-

-

-

-

-

-

iii)

Undisputed Trade Receivables – credit
impaired

-

-

-

-

-

-

-

iv)

Disputed Trade - Receivables –
considered good

-

-

-

-

-

-

-

v)

Disputed Trade Receivables – which
have significant increase in credit risk

-

-

-

-

-

-

-

vi)

Disputed Trade Receivables – credit
impaired

-

-

-

-

-

-

-

Less: Expected Trade Loss Allowance

-

-

-

-

Total Accounts Receivable

$

$

138,834,104

138,834,104

$

713,334

$

(713,334)
$

-

2,396,581

$

(2,396,581)
$

-

$

-

-

$

$

-

-

$

$

-

-

$

141,944,019

(3,109,915)
$

138,834,104

See independent auditor's report.
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Accounts Payable and Accrued Expenses Aging at March 31, 2022
Outstanding for following periods from Due date of payment
Details

i) Micro & Small Enterprise

Not Due

$

ii) Medium Enterprise

-

-

1 - 2 years

$

-

$

-

As at 31st March, 2022 Total

More than 3
years

2 - 3 years

$

-

-

-

-

-

-

-

-

-

-

-

-

-

$

1,110,530
-

$

1,110,530

$

-

$

-

$

-

$

-

$

1,110,530

$

6,603,785

$

-

$

-

$

-

$

-

$

6,603,785

Accrued Liabilities
Total Accounts Payable and Accrued Expenses

$

1,110,530

iv) Unbilled Dues

Service Fees payable to Customers (non-trade)

-

iii) Others

Total Accounts Payable

Less than 1 year

4,118,119
$

11,832,434

$

-

$

-

$

-

$

-

4,118,119
$

11,832,434

See independent auditor's report.
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Accounts Payable and Accrued Expenses Aging at March 31, 2021
Outstanding for following periods from Due date of payment
Details

i) Micro & Small Enterprise

Not Due

$

ii) Medium Enterprise

-

$

-

iii) Others

952,299

iv) Unbilled Dues
Total Accounts Payable

Less than 1 year

-

-

1 - 2 years

$

-

$

-

As at 31st March, 2021 Total

More than 3
years

2 - 3 years

$

-

-

-

-

-

-

-

-

-

-

-

-

-

$

952,299
-

$

952,299

$

-

$

-

$

-

$

-

$

952,299

Service Fees payable to Customers (non-trade)

$

5,937,786

$

-

$

-

$

-

$

-

$

5,937,786

Accrued Liabilities

$

2,439,373

$

-

$

-

$

-

$

-

$

2,439,373

$

9,329,458

$

-

$

-

$

-

$

-

$

9,329,458

Total Accounts Payable and Accrued Expenses

See independent auditor's report.
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