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Directors’' Responsibilities and Approval

The directors are required in terms of the Companies Act of South Africa fo maintain adequate accounting
records and are responsible for the content and integrity of the annual financial statements and related financial
information included in this report. It is their responsibility to ensure that the annual financial statements fairly
present the state of affairs of the company as at the end of the financial year and the results of its operations and
cash flows for the period then ended, in conformity with International Financial Reporting Standards and the
Companies Act of South Africa.. The external auditors are engaged to express an independent opinion on the
annual financial statements.

The annual financial statements are prepared in accordance with International Financial Reporting Standards
and the Companies Act of South Africa and are based upon appropriate accounting policies consistently applied
and supported by reasonable and prudent judgements and estimates.

The directors acknowledge that they are ultimately responsible for the system of internal financial control
established by the company and place considerable importance on maintaining a strong control environment. To
enable the directors to meet these responsibilities, the directors sets standards for internal control aimed at
reducing the risk of error or loss in a cost effective manner, The standards include the proper delegation of
responsibilities within a clearly defined framework, effective accounting procedures and adequate segregation of
duties to ensure an acceptable level of risk. These controls are monitored throughout the company and all
employees are required to maintain the highest ethical standards in ensuring the company's business is
conducted in a manner that in all reasonable circumstances is above reproach. The focus of risk management in
the company is on identifying, assessing, managing and manitoring all known forms of risk across the company.
While operating risk cannot be fully eliminated, the company endeavours to minimise it by ensuring that
appropriate infrastructure, confrols, systems and ethical behaviour are applied and managed within
predetermined procedures and constraints.

The directors are of the opinion, based on the information and explanations given by management, that the
system of internal control provides reasonable assurance that the financial records may be relied on for the
preparation of the annual financial statements, However, any system of internal financial control can provide only
reasonable, and not absolute, assurance against material misstatement or loss.

The directors have reviewed the company's cash flow forecast for the year to 31 March 2021 and, in light of this
review and the current financial position, they are satisfied that the company has or had access to adequate
resources to continue in operational existence for the foreseeable future,

The external auditors are responsible for independently auditing and reporting on the company's annual financial
statements, The annual financial statements have heen examined by the company's external auditors and their

report is presented on pages 4 to 8.

The annual financial statements set out on pages 7 to 40, which have been prepared on the going concern
basis, were approved by the directors on 17 July 2020 and were signed on their behalf by :

Approval of financial statements
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MAZARS

Independent Auditor's Report

To the shareholder of Glenmark Pharmaceuticals South Africa Proprietary Limited

Report on the Audit of the Financial Statements
Opinion

We have audited the financial statements of Glenmark Pharmaceuticals South Africa Proprietary Limited set
out on pages 9 to 40, which comprise the statement of financial position as at 31 March 2020, and the
statement of profit or loss and other corprehensive income, statement of changes in equity and statement of
cash flows for the year then ended, and notes to the financial statements, including a summary of significant

accounting policies.

tn our opinion, the financial statements present fairly, in all material respects, the financial position of Glenmark
Pharmaceuficals South Africa Proprietary Limited as af 31 March 2020, and its financial performance and cash
flows for the year then ended in accordance with the International Financial Reporting Standards and the
requirements of the Companies Act of South Africa.

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs). Our responsibilities
under those standards are further described in the Auditor's Responsibilities for the Audit of the Financial
Staterents section of our report. We are independent of the company in accordance with the Independent
Regulatory Board for Auditors’ Code of Professional Conduct for Registered Auditors (IRBA Code) and other
independence requirements applicable to performing audits of financial statements in South Africa. We have
fulfilled our other ethical respensibilities in accordance with the IRBA Code and in accordance with other ethical
requirements applicable to performing audits in South Africa. The IRBA Code is consistent with the
corresponding sections ol the International Ethles Standards Board for Accountants’ International Code of
Ethics for Professional Accountants (including Infernational Independence Standards}). We believe that the
audit evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.

Emphasis of Matter: Material uncertainty relating to going concern

We draw attention to the fact that at 31 March 2020, the company's current liabilities exceed its current assets
by R11,293,381. As stated in note 27, these events or conditions, along with other matters set forth in note 27,
indicate that a material uncertainty exists that may cast doubt on the Company's ability to continue as a going
concern. Our opinion is not modified in respect of this matter.

Other Information

The directors are responsible for the other information. The other information comprises the information
included in the document titled “Glenmark Pharmaceuticals Annual Financial Statements for the year ended
31 March 2020, which includes the Directors’ Report as required by the Companies Act of South Africa. The
other information does not include the financial statements and our auditor's report thereon.
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Our opinion on the financial statements does not cover the other information and we do not exprass an audit
opinion or any form of assurance conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read the other information and,
in doing so, consider whether the other information is materially inconsistent with the financial statements or
our knowledge obtained in the audit, or otherwise appears to be materially misstated. if, based on the work we
have pertormed, we conclude that there is a material misstatement of this other information, we are required

to report that fact. We have nothing to report in this regaid.
Responsibilities of the Directors for the Financial Statements

The directors are responsible for the preparation and fair presentation of the financial statements in accordance
with the International Financial Reperting Standards and the requirements of the Companies Act of South
Alfrica, and for such internal control as the directors determine is necessary to enable the preparation of
financial statements that are free from material misstatement, whether due to fraud or error.

In prepaiing the financial stafements, the directors are responsible for assessing the company's ability to
continue as & going concern, disclosing, as applicable, matters related to going concern and using the going
concern basis of accounting unless the directors either intend to liquidate the company or to cease operations,
or have no realistic afternative but to do so.

Auditor’s Responsibilities for the Audit of the Financial Statements

QOur objectives are to obtain reasonable assurance about whether the 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 a guarantee that an audit conducted in
accordance with ISAs will always detect a material misstatement when it exists. Misstatements can arise from
fraud or error and are considered material if, individually or in the aggregate, they could reasonably be
expected to influence the economic decisions of users taken on the basis of these financial statements.

As part of an audit in accordance with 1SAs, we exercise professional judgement and maintain professional
scepticism throughout the audit. We also:

« Identify and assess the risks of material misstatement of the financial statements, whether due to fraud
or error, design and perform audit procedures responsive to those risks, and obtain audit evidence
that is sufficient and appropriate to provide a basis for our opinion. 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.

« 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 the company's internal control.

» Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by the directors,




Conclude on the appropriateness of the diractors’ use of the going concem bagis of accounting and
based on the audit evidence obtained, whether a material uncertainty exists related to events or
conditions that may cast significanf doubt on the company’s ability fo continue as a going concern. If
we conclude that a material uncertainty exists, we are required to draw attention in our auditor's report
to the related disclosures in the financial statements or, if such disclosures are inadequate, to modify
our opiniont, Qur conclusions are based on the audit evidence obtained up to the date of our auditor’'s
repart. However, fulure events or conditions may cause the company to cease to continue as a going
concern.

Evaluate the overall presentation, structure and content of the financial statements, including the
disclosures, and whether the financial statements represent the underlying transactions and events in
a manner that achieves fair presentation.

We communicate with the directors regarding, among other matters, the planned scope and timing of the audit
and significant audit findings, including any significant deficiencies in internal control that we identify during
our audit.

Mazars

Partner: Gerhard De Beer
Registered Auditor

17 July

2020

Pretoria




Glenmark Pharmaceuticals South Africa Proprietary Limited
{Registration number 2001/020429/07)

Annual Financiat Statements for the year ended 31 March 2020
Directors’ Report

The directors have pleasure in submittihg their report on the annual financial statements of Glenmark
Pharmaceuticals South Africa Proprietary Limited for the year ended 31 March 2020,

1. Incorporation

The company was incorporated on 20 August 2001 and obtained its certificate to commence business on the same
day.

2. Nature of business

Glenmark Pharmaceuficals South Africa Proprietary Limited was incorporated in South Africa and is engaged in the
manufacturing and distribution of pharmaceutical products. The company operates in South Africa.

There have been no material changes to the nature of the company's business from the prior year.

3.  Review of financial results and activities

The annual financial stalements have been prepared in accordance with International Financial Reporting
Standards and the requirements of the Companies Act of South Africa., The accounting policies have been applied
consistently compared to the prior year, apart from the application of new standards and interpretations.

Full details of the financial position, results of operations and cash flows of the company are set out in these annual
financial statements.

4. Share capital

There have been no changes to the authorised or issued share capital during the year under review.
5. Dividends

No dividends were declared or paid to the shareholder during the year under review.

6. Directorate

The directors in office at the date of this report are as follows:

Directors Nationality
88 Vasudevan Indian
KA Hazari indian

There have been no changes to the directorate for the year under review.

7. Property, plant and equipment

There was no change in the nature of the property, plant and equipment of the company or in the policy regarding
their use.

8. Holding company

The company's holding company is Glenmark South Africa Proprietary Limited which holds 100% (2019: 100%) of
the company's equity. Glenmark South Africa Proprietary Limited is incorporated in South Africa.

9. Ultimate holding company

The company's uttimate holding company is Glenmark Pharmaceuticals Limited which is incorporated in India,
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(Registration number 2001/020429/07)
Annual Financial Statements for the year ended 31 March 2020

Directors’ Report

10. Impact of COVID-19 pandemic

On 1% March 2020, the World Health Organisation (WHOQ) declared a global pandemic due to the Corona Virus
Disease (COVID-19). COVID-19 is a highly transmittable disease that has killed thousands across the globe with no
vaccine available. As a result of the pandemic, the President of South Africa noounced a 21 day lockdown which
started on 27 March 2020 during which all non-essential businesses are required to close and all citizens were
encouraged to remain at home, The lockdown has subsequently been extended indefinitely under various alert

levels which regulate the economic activity allowed.

The pandemic has had a significant adverse effect on focal and global markets and has contributed greatly to the
large foreign exchange losses recorded during the year. The company is classified as an essential service and has
continued to operate throughout the lockdown period which has negated the impact on revenues. The full impact of
the pandemic continues to evolve, it is not possible to estimate reliably at this stage.

11. Events after the reporting period

The directors are not aware of any material event which occurred afler the reporting date and up to the date of this
report,

12, Golng ¢concern

We draw atfention to the fact that at 31 March 2020, the company's current liabilities exceed its current assets by
R11,293,381.

The annual financial statements have been prepared on the basis of accounting policies applicable to a going
concern. This basis presumes that funds will be available to finance future operations and that the realisation of
assets and settlement of liabilities, contingent obligations and commitments will occur in the ordinary course of

business.

The ability of the company to continue as a going concern is dependent on a number of factors. The most
significant of these is that the directors continue to procure funding for the ongaing operations for the company and
that the letter of support will remain in force for so long as it takes to restore the solvency of the company.

The directors have reviewed forecasts until March 2021, taking into account the effect of the COVID-19 pandemic,
they are confident that the company has access to sufficient borrowing facilities with its ulfimate holding company to
meet its foreseeable cash requirements. Forecasts will be closely monitored and updated as more information is
known on the effect of the pandemic on the company, its suppliers and customers.

The ability of the company to continue as a geing concern is dependent on the continued financial support of the
ultimate holding company as described in note 10,

13. Auditors

Magzars continued in office as auditors for the company for 2020.




Glenmark Pharmaceuticals South Africa Proprietary Limited
(Registration number 2001/020429/07)

Annual Financial Statements for the year ended 31 March 2020
Statement of Financial Position as at 31 March 2020

Figures in Rand Notes 2020 2019
Assets
Current Assets
Inventories 3 16,380,174 20,876,815
Trade and other receivables 4 44 601,361 38,287,093
Cash and cash equivalents 5 28,446,452 15,668,124
89,427,987 74,832,032
Non-Current Assefs
Property, plant and equipment 6 198,265 219,983
intangible assets 7 8,500,000 8,500,000
Deferred tax a 26,298,715 26,220,483
Right-of-use asset 8 1,229,003 -
36,226,983 34,940,466
Total Assets 125,653,970 109,772,498
Equity and Liahilities
Liabilities
Current Liabilities
Trade and other payables 10 99,368,073 84,674,063
Lease liabilities 11 706,672 -
100,074,745 84,674,063
Non-Current Liabilities
Lease liabilities 11 646,623 -
Total Liabilities 100,721,368 84,674,063
Equity
Share capital 12 4,800,400 4,800,400
13 94,500,000 94,500,000

Loan from parent
Retained income

Total Equity and Liabilities

(74,367,798) (74,201,985)

24,932,602 25,098,435

125,653,970 109,772,498




Glenmark Pharmaceuticals South Africa Proprietary Limited
{Registration number 2001/020429/07)

Annual Financial Statements for the year ended 31 March 2020
Statement of Profit or Loss and Other Comprehensive Income

Figures in Rand Notes 2020 2019

Revenue ‘ 14 152,952,054 155593967

Cost of sales 15 (80,930,390) (86,894,612)

Gross profit 72,021,664 68,699,255

Other operating gains (losses) 16 (19,593,765) (12,256,577)
Other operating expenses (53,367,559) (59,316,257} r
Operating loss 17 (939,660) (2,873,479) |
Investment income 18 856,195 302,105

Finance costs 19 (160,600} -

Loss hefore taxation (244,065) (2,571,374)

Taxation 20 78,232 716,064

Loss for the year {165,833) (1,855,310}

Other comprehensive income - -

Total comprehensive loss for the year : (165,833) (1,855,310)
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Glenmark Pharmaceuticals South Africa Proprietary Limited
{Registration number 2001/020425/07)

Annual Financial Statements for the year ended 31 March 2020
Statement of Changes in Equity

Share capital  Share Total share Loanfrom Retained Total equity

Figures in Rand premium capital parent income

Balance at 01 April 2018 500 4,799,900 4,800,400 94,500,000 (72,346,655) 26,953,745

Loss for the year - - - - (1,855,310 {(1,855,310) 1:1
Other comprehensive income - - - - - - -
Total comprehensive Loss - - - - (1,855,310} (1,855,310)

for the year

Balance at 01 April 2019 500 4,799,900 4,800,400 94,500,000 (74,201,265) 25,098,435

Loss for the year - - - - {165,833) (165,833)

Other comprehensive income - - - - - -

Total comprehensive Loss - - - - (165,833} (165,833)

for the year

Balance at 31 March 2020 500 4,799,900 4,800,400 94,500,000 (74,367,798) 24,932,602

Notes 12 12 12 13

ki



Glenmark Pharmaceuticals South Africa Proprietary Limited
(Registration number 2001/020429/07)

Annual Financial Statements for the year ended 31 March 2020
Statement of Cash Flows

Figures in Rand

Notes 2020 2019

Cash flows from operating activities

Cash receipts from customers
Cash paid to suppliers and employees

Cash generated from/{used in} operations
interest income
Finance costs

Net cash from operating activities

Cash flows from investing activities

Purchase of property, plant and equipment
Sale of property, plant and equipment

Net cash from investing activities
Cash flows from financing activities

Lease liability payments

Total cash movement for the year
Cash at the beginning of the year

Total cash at end of the year

12

146,637,786 252,636,990
(133,931,581)(253,201,936)

21 12,706,195 (564,946)
856,195 302,105

13,562,390 {262,841)

6 (77,538)  (38.028)
8 150 ;

(77,388} {38,028)

(706,674) -

12,778,328 (300,869)
15,668,124 15,968,993

5 28,446,452 15,668,124




Glenmark Pharmaceuticals South Africa Proprietary Limited
(Registration number 2001/020429/07)

Annual Financial Statements for the year ended 31 March 2020
Accounting Policies

1. Significant accounting policies

The principal accounting policies applied in the preparation of these annual financial statements are set out below.

1.1 Basis of preparation

The annual financial statements have been prepared on the going concern basis in accordance with, and in
compliance with, International Financial Reporting Standards ("IFRS") and International Financial Reporting
interpretations Committee ("IFRIC") interpretations issued and effactive at the time of preparing these annual
financial statements and the Companies Act of South Africa of South Africa, as amended.

The annual financial statements have been prepared on the historic cost convention, unless otherwise stated in the
accounting policies which follow and incorporate the principal accounting policies set out befow. They are presented
in Rands, which is the company's functional currency.

These accounting policies are consistent with the previous period, apart from the application of new standards and
interpretations.

1.2 Significant judgements and sources of estimation uncertainty

The preparation of annual financial statements in conformity with {FRS requires management, from time to time, to
make judgements, estimates and assumptions that affect the application of policies and reported amounts of
assets, liabilities, income and expenses. These estimates and associated assumptions are based on experience
and various other factors that are believed to be reasonable under the circumstances. Actual results may differ from
these estimates. The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to
accounting estimates are recognised in the period in which the estimates are revised and in any future periods

affected.
Critical judgements in applying accounting policies

Management did not make critical judgements in the application of accounting policies, apart from those involving
estimations, which would significantly affect the financial statements.

Key sources of estimation uncertainty

Impairment of financial assets

The impairment provisions for financial assets are based on assumptions about risk of default and expecied loss
rates. The company uses judgement In making these assumptions and selecting the inputs fo the impairment
calculation, based on the company's past history, existing market conditions as well as forward fooking estimates at
the end of each reporting period. For details of the key assumptions and inputs used, refer to the individual notes

addressing financial assets.

13




Glenmark Pharmaceuticals South Africa Proprietary Limited
(Registration number 2001/020429/07)

Annual Financial Statements for the year ended 31 March 2020
Accounting Policies

1.2 Significant judgements and sources of estimation uncertainty {continued)

Impairment testing

The company reviews and tests the carrying value of assets when events or changes in circumstances suggest that
the carrying amount may not be recoverable. When such indicators exist, management determine the recoverable
amount by performing value In use and fair value calculalions. These calculations require the use of estimates and
assumptions. When it is not possible to determina the recaverahle amount for an individual asset, management
assesses the recoverable amount for the cash generating unit to which the asset belongs.

The company reviews and tests the carrying value of assefs when events or changes in circumstances suggest that
the carrying amount may not be recoverable. In addition, indefinite useful life intangible assets are tetsed on an
annual basis for impairment. Assets are grouped at the lowest level for which identifiable cash flows are iargely
independent of cash flows of other assets and fiabilities. If there are indications that impairment may have
occocured, estimates of expected future cash flows are prepared for each group of assets. Expected future cash
flows used to determine the value-in-use of intangible assets are inherently uncertain and could materially change

over time.
Useful lives of property, plant and equipment

Management assess the appropriateness of the useful lives of property, plant and equipment at the end of each
reperting period. The useful lives of motor vehicles, furniture and computer equipment are determined based on
company replacement policies for the various assets. Individual assets within these classes, which have a
significant carrying amount are assessed separately to consider whether replacement will be necessary outside of
normal replacement parameters. The useful fife of manufacturing equipment is assessed annually based on factors
including wear and tear, technological obsolescence and usage requirements.

When the estimated useful life of an asset differs from previous estimates, the change is applied prospectively in
the determination of the depreciation charge.

Taxation

Judegement is required in deternining the provision for income taxes due to the complexity of legislation, There are
many transactions and calculations for which the ultimate tax determination is uncertain during the ordinary course
of business. Where the final tax outcome of these matters is different from the amounts that were initially recorded,
such differences will impact the income tax and deferred tax provisions in the period in which such determination is

made,

The company recognises the net future tax benefit related to deferred income tax assets to the extent that it is
probable that the deductible temporary differences wili reverse in the foreseeable future. Assessing the
recoverability of deferred income tax assets requires the company to make significant estimates related to
expectations of future taxable income. Estimates of future taxable income are hased on forecast cash flows from
operations and the application of existing tax laws in each jurisdiction. To the extent that future cash flowss and
taxable income differ significantly from estimates, the ability of the company to realise the net deferred tax assets
recorded at the end of the reporting period could be impacted.

1.3 Property, plant and equipment

Property, plant and equipment are tangible assets which the company holds for its own use or for rental to others
and which are expected to be used for more than one year.

An item of property, plant and equipment is recognised as an asset when it is probable that future economic
benefits associated with the item will flow to the company, and the cost of the item can be measured reliably.

Property, plant and equipment is initially measured at cost. Cost includes all of the expenditure which is directly
attributable to the acquisition or construction of the asset.

14




Glenmark Pharmaceuticals South Africa Proprietary Limited
{Registration number 2001/020429/07)
Annual Financial Statements for the year ended 31 March 2020

Accounting Policies

1.3 Property, plant and equipment (continued)

Expenditure incurred subsequently for major services, additions fo or replacements of parts of property, plant and
equipment are capitalised if it is probable that future economic benefits associated with the expenditure will flow to
the company and the cost can be measured reliably. Day to day serviring casts are included in profit or Joss in the
year in which they are incurred.

Property, plant and equipment is subsequently stated at cost less accumulated depreciation and any accumulated
impairment losses.

Depreciation of an asset commences when the asset is available for use as intended by management. Depreciation
is charged to write off the asset's carrying amount over its estimated useful fife to its estimated residual value, using
a method that best reflects the pattern in which the asset's economic benefits are consumed by the company.

The useful lives of items of property, plant and equipment have been assessed as follows:

Item Depreciation method  Average useful life
Furniture and fittings Straight line 5 years
Office eguipment Straight line 5 years
Computer software Straight line 5 years

The residual value, usefu! life and depreciation method of each asset are reviewed at the end of each reporting
year. If the expectations differ from previous estimates, the change is accounted for prospectively as a change in
accounting estimate.

~

The depreciation charge for each year is recognised in profit or loss.

Impairment tests are performed on property, plant and equipment when there is an indicator that they may be
impaired. When the carrying amount of an item of property, plant and equipment is assessed to be higher than the
estimated recoverable amount, an impairment loss is recognised immediately in profit or loss to bring the carrying
amount in line with the recoverable amount,

An item of property, plant and equipment is derecognised upon disposal or when no future economic benefits are
expected from its continued use or disposal. Any gain or loss arising from the derecognition of an item of property,
plant and equipment, determined as the difference between the net disposal proceeds, if any, and the carrying
amount of the item, Is included in profit or loss when the item is derecognised.

1.4 intangible assets

An intangible asset is recognised when:
+ it is probable that the expected future economic benefits that are attributable to the asset will flow to the

entity; and
= the cost of the asset can be measured reliably,

Intangible assets are initially recognised at cost. Intangible asset acquired seperately are measured on initial
recognition at cost and following initial recognition, intangible assets are carried at cost less accumulated

amortisation and any accumulated impairment.

An intangible assel arising from development (or from the development phase of an internal project) is recognised
when:

it is technically feasible to complete the asset so that it will be available for use or sale.

there is an intention to complete and use or sell it.

there is an ability fo use or sell it.

it will generate probable future economic benefits,

there are available technical, financial and other resources to complete the development and to use or sell

the asset.
» the expenditure attributable {o the asset during its development can be measured reliabiy.

15
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{Registration numher 2001/020429/07}

Annual Financial Statements for the year ended 31 March 2020
Accounting Policies

1.4 Intangible assets (continued)

An intangible asset is regarded as having an indefinite usefu! life when, based on all relevant factors, there is no
foreseeable limit to the period over which the asset is expected fo generate net cash inflows, Amortisation is not
provided for these intangible assets, but they are tested for impairment annually and whenever there is an indication
that the asset may be impaired. For all other intangible assets amortisation is provided on a straight line basis over

thelr useful life.

The residual value, useful life and amorisation melliod T inkangible assets are reviewed at the end of each
reporting year. If the expectations differ from previous estimates, the change is accounted for prospectively as a
change in accounting estimate.

Internally generated brands, mastheads, publishing titles, customer lists and items similar in substance are not
recognised as intangible assels,

Gains and losses arlsing from derecognlition of an Intangible assets are measured as the difference between the net
dispesal proceeds and the carrying amount of the asset are recognised in profit or loss on derecognition.

Amortisation is provided to write down the intangible assets, on a straight line basis, to their residual values as
follows:

ltem Useful life
Intefllectual property rights purchased (Covarex) Indefinite

1.5 Financial instruments

Financial instruments held by the company are classified in accordance with the provisions of IFRS 9 Financial
Instruments.

Broadly, the classification possibilities, which are adopted by the company ,as applicable, are as follows:

Financial assets which are debt instruments:
=  Amortised cost.

Financial liabilities:
+  Amortised cost

Note 25 Financial instruments and risk management presents the financial instruments held by the company based
on their specific classifications.

The specific accounting policies for the classification, recognition and measurement of each type of financial
instrument held by the company are presented below:

16
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{Registration number 2001/020429/07)

Annual Financial Statements for the year ended 31 March 2020
Accounting Policies

1.5 Financial instruments (confinued)
Trade and other receivables

Classification

Trade and other receivables, excluding, when applicable, VAT and prepayments, are classified as financial assets
subsequently measured at amortiscd cost (note 4),

They have been classified in this manner because their contractual terms give rise, on specified dates to cash flows
that are solely payments of principal and interest on the principal outstanding, and the company's business model is
to collect the contractual cash flows on trade and other receivables,

Recognition and measurement

Trade and other receivables are recognised when the company becomes a party to the contractual provisions of the
raceivables. They are measured, at initial recognition, at fair value plus transaction costs, if any.

They are subsequently measured at amortised cost.

The amortised cost is the amount recognised on the receivable initially, minus principal repayments, plus
cumulative amortisation (inferest) using the effective interest method of any difference between the initial amount
and the maturity amount, adjusted for any loss alfowance.

Trade and other receivables denominated in foreign currencies

When trade and other receivables are denominated in a foreign currency, the carrying amount of the receivables
are determined in the foreign currency. The carrying amount is then translated to the Rand equivalent using the spot
rate at the end of each reporting period. Any resulting foreign exchange gains or losses are recognised in profit or
loss in other operating gains {losses) (note 16).

Details of foreign currency risk exposure and the management thereof are provided in the trade and other
receivables (note 4),

Impairment

The company recognises a loss allowance for expected credit losses on trade and other receivables, excluding VAT
and prepayments, The amount of expected credit losses is updated at each reporting date.

The company measures the loss allowance for trade and other receivables at an amount equal to lifetime expected
credit losses (lifetime ECL), which represents the expected credit losses that will result from all possible default
events over the expected life of the receivable.
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1.5 Financial instruments {continued)
Trade and other payables

Clagsification

Trade and other payables (note 10), excluding VAT and amounts received in advance, are classified as financial
liabilittes subsequently measured at amortised cost,

Recognition and measurement

They are recognised when the company becomes a party to the contractual provisions, and are measured, at initial
recognition, at fair value plus transaction costs, if any.

They are subsequently measured at amortised cost using the effective interest method.

Trade and other payables expose the company to liquidity risk and possibly to interest rate risk. Refer lo note 25 for
details of risk exposure and management thereof.

Trade and other payables denominated in foreign currencies

When trade payables are denominated in a foreign currency, the carrying amount of the payables are determined in
the foreign currency. The carrying amount is then translated to the Rand equivalent using the spot rate at the end of
each reporting period. Any resulting foreign exchange gains or losses are recognised in profit or loss in the other
operating gains (losses} {note 186),

Details of foreign currency risk exposure and the management thereof are provided in the trade and other payables
note {note 10).

Cash and cash equivalents

Cash refers to cash on hand and demand deposits with banks and other financial institutions.

Cash and cash equivalents are short-term highly liquid investments that are readily convertible to known amounts of
cash which are subject to an insignificant risk of changes in value.

Cash and cash equivalents are stated at carrying amount which is deemed amortised cost.

Cash and cash equivalents expose the company fo credit risk. Refer to note 25 for details of risk exposure and
management thereof,
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1.5 Financial instruments {continued}
Derecognition

Financial assets

The company derecognises a financial asset only when the contractual rights to the cash flows from the asset
expire, or when it fransfers the financial asset and substantially all the risks and rewards of ownership of the asset
to another party. If the company neither transfers nor retains substantially all the risks and rewards of ownership
and continues to control the transferred asset, the company recognises its retained interest in the asset and an
associated liability for amounts it may have to pay. If the company retains substantially all the risks and rewards of
ownership of a transferred financial asset, the company continues to recognise the financial asset and also
recognises a collateralised borrowing for the proceeds received.

Financiai liabilities

The company derecognises financial liabilities when, and only when, the company obligations are discharged,
cancelled or they expire. The difference between the carrying amount of the financial liability derecognised and the
consideration paid and payable, including any non-cash assets transferred or liabilities assumed, is recognised in

profit or loss.
1.6 Tax
Current tax assets and liabilities

Current tax for current and prior periods is, to the extent unpaid, recognised as a liability. If the amount aiready paid
in respect of current and prior periods exceeds the amount due for those periods, the excess is recognised as an

asset.

Current tax liabilities (assets) for the current and prior periods are measured at the amount expected to be paid to
(recovered from) the tax authorities, using the tax rates (and tax laws) that have been enacted or substantively

enacted by the end of the reporting period.

Deferred tax assets and liabilities

Deferred tax is provided using the kability method on temporary differences between the tax bases of assets and
liabilities and their carrying amounts for financial reporting purposes at the reporting date.

A deferred fax asset is recognised for all deductible temporary differences to the extent that if is probable that
taxable profit will be available against which the deductible temporary difference can be utilised, A deferred tax
asset is not recognised when it arises from the initial recognition of an asset or liability in a transaction at the time of
the transaction, affects neither accounting profit nor taxable profit (tax loss).

A deferred tax asset is recognised for the carry forward of unused tax losses andfor unurtilised capital allowances
to the extent that it is probable that future taxable profit will be available against which the unused tax losses and/or
unutilised capital allowances can be utilised. Deferred tax assets are reviewed at each reporing date and are
adjusted if recovery is no longer probable.

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply to the period when the
asset is realised or the liability is seiftled, based on tax rates (and tax laws) that have been enacted or substantively

enacted by the end of the reporting period.
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1.6 Tax {continued)

Tax expenses

Current and deferred taxes are recognised as income or an expense and included in profit or loss for the period,

except to the extent that the tax arises from:
= a transaction or event which is recognised, in the same or a different period, to other comprehensive

income.
»  abusiness combination.

Current tax and deferred taxes are charged or credited to other comprehensive income if the tax relates to items
that are credited or charged, in the same or a different period, to other comprehensive income.

Current tax and deferred taxes are charged or credited directly to equity if the tax relates to items that are credited
ot charged, in the same or a different period, directly in equity.

1.7 Leases

The company assesses whether a contract is, or contains a lease, at the inception of the contract.

A confract is, or contains a lease if the confract conveys the right to control the use of an identified asset for a
period of time in exchange for consideration,

To assess whether a contract conveys the right to control the use of an identified asset, the entity should assess

whether;

- The contract involves the use of an identified asset.

- The right to obtain all the economic benefits from the use of the asset throughout the period of use; and

- The entity has the right to direct the use of the asset. The entity has the right when it has the decision-making
rights that are most relevant to changing how and for what purpose the asset is used.

Lessee

As a [essee, the entity previously classified leases as operating or financial leases based on its assessment of
whether the lease transferred significantly all of the risk and rewards incidental to ownership of the underlying asset
to the entity. Under iIFRS 16 the entity recognises right-of-use assets and liahilities for most leases.

A lease lability and corresponding right-of-use assets are recognised at the lease commencement date, for ali
lease agreements for which the company Is a lessee, except for short-term leases of 12 months or less, or leases
of low value assets. For these leases, the company recognises the lease payments as an operating expenses (note
16} on a straight-line basis over the term of the lease unless another systematic basis is more representative of the
time pattern in which economic benefits from the leased asset are consumed.
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1.7 Leases {continued)

Lease liahility

The lease liability is initially measured at the present value of the lease payments that are not paid af the
commencement date, discounted by using the rate implicit in the lease. If this rate cannot be readily determined, the
company uses its incremental borrowing rate.

Lease payments included in the measurement of the lease liability comprise the following:

. fixed lease payments, including in-substance fixed payments, less any lease incentives;

. variable lease payments that depend on an index or rate, initially measured using the index or rate at the
commencement date;

. the amount expected to be payable by the company under residual value guarantees;

J the exercise price of purchase options, if the company is reasonably certain to exercise the option;

. lease payments in an optional renewal period if the company is reasonably certain to exercise an extention
option: and

. penalties for early termination of a lease, if the lease term reflects the exercise of an option to terminate the
lease.

Variable rents that do not depend on an index or rate are not included in the measurement of the lease liability (or
right-of-use asset). The related payments are recognised as an expense in the period incurred and are included in
operating expenses.

The lease liability is subsequently measured by increasing the carrying amount ta reflect interest on the lease
fiability (using the effective interest method} and by reducing the carrying amount to reflect lease payments made.
Interest charged on the lease {iability is included in finance costs,

Right-of-use assets

Right-of-use assets comprise the initial measurement of the corresponding lease liability, lease payments made at
or before the commencement date and any initial direct cost.

Right-of-use assets are subsequently measured at cost less accumulated depreciation and impairment losses.

Right-of-use assets are depreciated over the period of the lease term. If a lease {ransfers ownership of the
underlying asset or the cost of the right-of-use asset reflects that the company expects to exercise a purchase
option, the related right-of-use asset is depreciated over the useful life of the underlying asset.

Depreciation starfs at the commencement date of a lease.

The depreciation charge for each year is recognised in profit or loss.
Leases previously classified as operating leases

Previously operating lease payments were recognised as an expense on a straight-ine basis over the lease term.
The difference between the amounts recognised as an expense and the coniractual payments were recognised as
an operating lease liability. This liability was not discounted,

1.8 Inventorles
Inventories are measured at the lower of cost and net realisable value on the weighted average cost formuta.

Net realisable value is the estimated selling price in the ordinary course of business less the estimated costs of
completion and the esfimated costs necessary to make the sale.

The cost of inventories comprises of all costs of purchase, costs of conversion and other costs incurred in bringing
the inventories to their present location and condition.
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1.8 Inventories {continued)

When inventories are sold, the carrying amount of those inventories are recognised as an expense in the period in
which the related revenue is recognised. The amount of any write-down of inventories to net realisable value and all
losses of inventories are recognised as an expense in the period the write-down or loss occurs. The amount of any
reversal of any write-down of inventories, arising from an increase in net realisable value, are recognised as a
reduction in the amount of inventories recognised as an expense in the period in which the reversal ocours.

1.2 lmpairment of non-financial assets

The company assesses at each end of the reporting period whether there is any indication that an asset may be
impaired. If any such indication exists, the company estimates the recoverable amount of the asset.

If there is any indication that an asset may be impaired, the recoverable amount is estimated for the individual
asset. If it is not possible to estimate the recoverable amount of the individual asset, the recoverable amount of the
cash-generating unit to which the asset belongs is determined.

The recoverable amount of an asset or a cash-generating unit is the higher of its fair value less costs to sell and its
value in use.

If the recoverable amount of an asset is less than its carrying amount, the carrying amount of the asset is reduced
to its recoverable amount. That reduction is an impairment loss.

An impairment loss of assets carried at cost less any accumulated depreciation or amortisation is recognised
immediately in profit or loss.

An impairment loss is recognised for cash-generating units if the recoverable amount of the unit is less than the
carrying amount of the units. The impairment loss is allocated to reduce the carrying amount of the assets of the

unif in the following order:
»  first, to reduce the carrying amount of any goodwill allocated to the cash-generating unit and
+ then, to the other assets of the unit, pro rata on the basis of the carrying amount of each asset in the unit.

An entity assesses at each reporting date whether there is any indication that an impairment loss recognised in prior
periods for assets other than goodwili may no longer exist or may have decreased. H any such indication exists, the
recoverable amounts of those assets are estimated.

A reversal of an impairment loss of assets carried at cost less accumulated depreciation or amortisation other than
goodwill is recognised immediately in profit or loss,

1.10 Share capital and equity

An equity instrument is any contract that evidences a residual interest in the assets of an entity after deducting all of
its Ifabilities.

Ordinary shares are classified as equity.

Loans from the parent company which are repayable at the discretion of the subsidiary are classified as equity.

1.11 Employee bhenefits

Short-term employee benefits

The cost of shorf-term employee benefits, (those payable within 12 months after the service is rendered, such as
paid vacation leave and sick leave, bonuses, and non-monetary benefits such as medical care), are recognised in
the period in which the service is rendered and are not discounted.

The expected cost of compensated absences is recognised as an expense as the employees render services that
increase their entitlement or, in the case of non-accumulating absences, when the absence occurs,
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1.11 Employee benefits (continued}

Defined contribution plans

Payments to defined contribution retirement benefit plans are charged as an expense as the related service is
rendered.

1.12 Revenue from contracts with customers

The company recognises revenue from the following conditions major sources::
+ Sale of goods- pharmaceutical products,

Revenue is measured based on the consideration specified in a contract with a customer and excludes amounts
collected on behalf of thirdparties. The company recognises revenue when it transfers control of a product or

service to a customer.
Sale of goods - pharmaceutical products
The company sells pharmaceutical products to leading wholesale and retail pharmacies in South Africa.

Revenue is recognised when the control of the goods are transferred, being at the point where the customer takes
possession of the pharmaceutical products. )

Interest is recognised in profit and loss, using the effective interest method.

1.13 Cost of sales

When inventories are sold, the carrying amount of those inventories is recognised as an expense in the period in
which the related revenue is recognised. The amount of any write-down of inventories to net realisable value and all
losses of inventories are recognised as an expense in the period the write-down or loss occurs, The amount of any
reversal of any write-down of inventories, arising from an increase in net realisable value, s recognised as a
reduction in the amount of inventories recognised as an expense in the period in which the reversal occurs.
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1.14 Translation of foreign currencies
Foreign currency transactions

A foreign currency transaction is recorded, on initial recognifion in Rands, by applying o the foreign currency
amount the spot exchange rate between the functional currency and the foreign currency at the date of the

transaction.

At the end of the reporting period:
«  foreign currency monefary Hems are transiated using the closing rate;
* non-monetary items that are measured in terms of historical cost in a foreign currency are translated using

the exchange rate at the date of the transaction; and )
« non-monetary items that are measured at fair value in a foreign currency are translated using the
exchange rates at the date when the fair value was determined.

Exchange differences arising on the settlement of monetary items or on translating monetary items at rates different
from those at which they were franslated on initial recognition during the period or in previous annual financial
statements are recognised in profit or loss in the period in which they arise.

When a gain or loss on a non-monetary item is recognised to other comprehensive income and accumulated in
equity, any exchange component of that gain or loss is recognised to other comprehensive income and
accumulated in equity. When a gain or loss on a non-monetary item is recognised in profit or loss, any exchange
component of that gain or loss is recognised in profit or joss.

Cash flows arising from transactions in a foreign currency are recorded in Rands by applying to the foreign currency
amount the exchange rate between the Rand and the foreign currency at the date of the cash flow.

1.15 Related parties

A related party is related to an entity if any of the following situations apply to it:
» Individual control - The party is controiled or significantly influenced by a member of key
management personnel a person who controls the entity.
+ Key management - The party is a member of an entify or it's parent's key management
personnel,
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Figures in Rand

2020 2019

2. New Standards and Interpretations

2.1 Standards and interpretations effective and adopted in the current year

in the current year, the company has adopted the following standards and interpretations that are effective for the
current financial year and that are relevant to its operations:

IFRS 16 Leases

IFRS 16 Leases is a new standard which replaces IAS 17 Leases, and introduces a single lessee accounting
model. The main changes arising from the issue of IFRS 18 which are fikely to impact the company are as follows:

Company as lessee;

Lessees are required to recognise a right-of-use asset and a lease fiability for all leases, except short term
leases or leases where the underlying asset has a low value, which are expensed on a straight line or
other systematic basis,

The cost of the right-of-use asset includes, where appropriate, the inifial amount of the lease liability; lease
payments made prior to commencement of the lease less incentives received; initial direct costs of the
lessee; and an estimate for any provision for dismantling, restoration and removal related to the
underlying asset.

The lease liability takes into consideration, where appropriate, fixed and variable lease payments; residual
value guaraniees to be made by the lessee; exercise price of purchase options; and payments of
penalties for terminating the lease.

The right-of-use asset is subsequently measured on the cost model at cost less accumulated depreciation
and impairment and adjusted for any re-measurement of the lease liability. However, right-of-use assets
are measured at fair value when they meet the definition of investment property and all other investment
property is accounted for on the fair value model, If a right-of-use asset relates to a class of property, plant
and equipment which is measured on the revaluation model, then that right-of-use asset may be
measured on the revaluation model.

The lease liability is subsequently increased by interest, reduced by lease payments and re-measured for
reassessments or modifications.

Re-measurements of lease liabilities are affected against right-of-use assets, unless the assets have been
reduced to nil, in which case further adjustments are recognised in profit or loss.

The lease liability is re-measured by discounting revised payments at a revised rate when there is a
change in the lease term or a change in the assessment of an option to purchase the underlying asset.
The lease liability is re-measured by discounting revised lease payments at the original discount rate when
there is a change in the amounts expected to be paid in a residual value guarantee or when there is a
change in future payments because of a change in index or rate used to determine those payments.
Certain lease modifications are accounted for as separate leases. When lease modifications which
decrease the scope cof the lease are not required {o be accounted for as separate leases, then the lessee
re-measures the lease liability by decreasing the carrying amount of the right of lease asset to reflect the
full or partial termination of the lease. Any gain or loss relating to the full or partial termination of the lease
is recognised in profit or loss. For all other lease modifications which are not required to be accounted for
as separate leases, the lessee re-measures the lease liability by making a corresponding adjustment to
the right-of-use asset.

Right-of-use assets and lease liabilities should be presented separately from other assets and liabilities, If
not, then the line item in which they are included must be disclosed. This does not apply to right-of-use
assets meeting the definition of investment property which must be presented within investment property.
IFRS 16 contains different disclosure requirements compared to IAS 17 lfeases.

The effective date of the standard is for years beginning on or after 01 January 20189,

25




Glenmark Pharmaceuticals South Africa Proprietary Limited
(Registration number 2001/020429/07)

Annual Financial Statements for the year ended 31 March 2020
Notes to the Annual Financial Statements

2, New Standards and Interpretations (continued)

The company has adopted the standard for the first time in the 2020 annual financial statements. The company
applied the standard using the modified retrospective approach. No adjustments were made to previously reported
figures or opening retained earnings. At transition, fease liabilities were measured at the present value of the
remaining lease payments, discounted at the entity's incremental borrowing rate as at 1 April 2019. Right-of-use
assets were recognised at amounts equal {o the value of lease liabilities. Right-of-use assets and lease liahilities of
R1,899,367 was recognised on 1 Aprii 2019, being the date of initial application.

2.2 Standards and interpretations not yet effective

The company has chosen not to early adopt the following standards and interpretations, which have been published
and are mandatory for the company's accounting periods beginning on or after 01 April 2020 or later periods:

Standard/ Interpretation: Effective date: Expected impact:
Years heginning on or
after
* IAS1 - Amendments affecting the presentation of 01 January 2020 Unlikely there will be a
liabilities, material impact
« |AS1 and |AS8 - Amendments to the definition of 01 January 2020 Unlikely there will be a
material. material impact
* Revised Conceptuai Framework for Financial 01 January 2020 Unlikely there will be a
Reporting. material impact

3. Inventories

Pharmaceutical products 13,667,415 18,130,958
Packaging material 2,712,759 2,745,857

16,380,174 20,876,815

4. Trade and other receivables

Financial instruments:
Trade receivables i 44 361,660 38,037,392

Non-financial instruments:

Deposits 239,701 239,701
Prepayments - 10,000
Total trade and other receivables 44,601,361 38,287,093

Categorisation of trade and other receivables
Trade and other receivables are categorised as foillows in accordance with IFRS @: Financial Instruments:

At amortised cost 44,361,660 38,277,093
Non-financial instruments 239,701 10,000
44,601,361 38,287,093

Exposure to credit risk

Trade receivables inherently expose the company to credit risk, being the risk that the company will incur financial
loss if customers fail to make payments as they fail due.
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4. Trade and other receivables (continued)

There have been no significant changes in credit risk management policies and processes since the prior reporting

period.

The company only deals with a relatively smali number of large enterprises that have never defaulted on payments.
Forward looking information does not provide any indications that this will change. Accordingly no provision for

expacted credit losses were recognised.

Exposure to currency risk

The net carrying amounts, in Rand, of trade and other receivables, excluding non-financial instruments, are
denominated in the following currencies. The amounts have been presented in Rand by converting the foreign

currency amount at the closing rate at the reporting date.

Rand Amount

Rand 44,070,549 38,130,744

US Dollar 291,111 156,349
44,361,660 38,287,093

The net carrying amounts, in foreign currency of the above exposure was as follows:

Foreign currency amount

US Dollar 16,255 10,777

The following closing exchange rates were applied to translate trade receivables at reporting date:

Rand per unit of foreign currency:

US Dottar 17.910 14.508

§. Cash and cash equivalents

Cash and cash equivalents consist of:

Bank balances 28,446,452 15,668,124

All the company's bank balances are denominated in South African Rand.
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Figures in Rand 2020 2019
6. Property, plant and equipment
2020 2019
Cost Accumulated  Carrying Cost Accumulated  Carrying
depreciation value depreciation value
Furniture and fixtures 95,428 (79,020) 16,408 642,576 {594,913) 47,663
Office equipment 363,202 (188,817} 176,385 619,257 (457.273) 161,984
Computer software 23,836 (18,364) 5472 134,843 (124,507) 10,336
Total 482,466 {284,201) 198,265 1,396,676 (1,176,693) 219,983
Reconciliation of property, plant and equipment - 2020
Opening Additions Disposals Depreciation Total
balance
Furniture and fixtures 47 663 - {12,7586) {18,499) 16,408
Office equipment 161,984 77,538 - (63,137) 176,385
Computer software 10,336 - (97) (4,767) 5472
219,983 77,538 (12,853) (86,403) 198,265
Reconciliation of property, plant and equipment - 2019
Cpening Additions  Depreciation Total
batance
Furniture and fixtures 70,266 - (22,603} 47,663
Office equipment 180,678 38,028 {56,722) 161,984
Computer software 15,103 - (4,767) 10,336
266,047 38,028 (84,092) 219,983
7. Intangible assets
2020 2019
Cost Accumulated  Carrying Cost Accumulated Carrying
amoriisation value amortisation value
Intellectual property rights 8,500,000 - 8,500,000 8,500,000 - 8,500,000
purchased (Covarex)
Reconciliation of infangible assets - 2020
Opening Total
balance
intellectual Property rights purchased (Covarex) 8,500,000 8,500,000
Reconciliation of infangible assets - 2019
Opening Total
balance
Intellectual propery rights purchased (Covarex) 8,500,000 8,500,000
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7. New Standards and Interpretations (continued)
impairment testing for indefinite usefull life intangible assets. .

The usefull life of the product development cost (Covarex) is considered indefinite. It is not bound by any expiry
period as there is no foreseeable limit to the period over which the asset is expected to generate net cash flows for

the company.

An impairment assessment is performed on indefinite usefull life intangible assets annually, or more frequently if
there are indicators tat the balance might be impaired. Finite usefull life intangible assets are reviewed annually, but
only assessed for impairment when there are indicators that the balance might be impaired. impairement testing is
performed by comparing the recoverable amount to the carrying value of the intangible asset.

The recoverable amount of cash generating units are determined as the higher of value in use and fair value less
costs fo sell.

Value in use:

Key assumptions relating to this valuation include the discount rate and cash flows used to determine the vaiue-in-
use. Future cash flows are estimated based on the most recent budgets and forecasts approved by management.
The estimated future cash flows and discount rates are pre-tax based on assessment of the current risks applicable
to the specific asset andfor entity and country in which it operates or the produet is sold,

Management determines the expected performance of the assets based on the following:
. an assessment of products in question against existing market conditions taking into account past

performance,

Key assumptions on the impairment test for indefinite usefull life assets were as follow:

Product Carrying Period Average Pre-tax
value covered by growth ln discount
forecast turnover rate applied

to cash flows
{% per annum)

Covarex 8,500,000 4 years 8% 10%

Cash flows were projected based on actual operating results and forecats as listed above,

A sensitivity analysis has been performed adjusting the growth rate by 1%. This analysis did not result in any
material impact on the valuation of the product development cost (Covarex).

8. Right-of-use asset

2020 2019
Cost Accumulated Bookvalue Cost Accumulated Bookvalue
depreciation ' depreciation
_Right-of-use asset 1,899,377 (670,364) 1,229,003 - - -

The right of use asset relates to the lease of an office building. The lease term is 5 years.
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8. Right-of-use asset (continued)
Reconciliation of right-of-use assets - 2020 Opening Initial Depreciation Total f
balance  application
of IFRS 16

Right-of-use asset - 1,899,377 (670,364) 1,229,013
9. Deferred tax
Deferred tax liabilities
Temporary difference on prepaid expenses - (2,800}
{FRS 16 Right-of-use asset (344,121) -
Total deferred tax liability (344,121} (2,800)
Deferred tax asset
Temporary differences on leave pay provision 143,794 169,197 |
Temporary difference on accrued audit fees - 58,240
Temporary difference on accruals - 419,175
IFRS 16 Lease liability 378,923 -
Deferred tax balance from temporary differences other than unused tax losses 522,717 646,612
Tax losses avaifable for set off against future taxable income 26,120,118 25,576,671

26,642,836 28,223,283
Total deferred tax asset 26,642,836 26,223,283

Recognition of deferred tax asset

The deferred tax asset originates from the provision on deferred tax on the estimated taxable loss from ihe current
and previous years. There is no expiry date on the assessed tax losses. The entity expects to utllise the assessed

loss against future taxable earnings.

Deferred tax liability
Deferred tax asset

Total net deferred tax asset

10. Trade and other payables

Financial instruments:
Trade payables

Accrued expenses
Non-financial instruments:
Payroll liabilities

VAT
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26,642 836 26,223,283
26,298,715 26,220,483
96,539,430 81,144,176
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1,694,930 409,753
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10. Trade and other payables (continued)

Exposure to currency risk

The company is exposed to currency risk related to trade payables because certain wholesale transactions are
denominated in foreign currencies. Exchange rate exposures are managed within approved policy parameters
utilising foreign forward exchange contracts where necessary. The currency in which the company deals primarily is

US Dollars.

There have been no significant changes in the foreign currency risk management policies and processes since the
pricr reporting period.

The net carrying amounts, in Rand, of trade and other payables, excluding non-financial instruments, are
denominated in the following currency.,

Rand Amount
Rand 11,067,163 8,944,091

US Dollar 88,300,810 75,729,972
99,368,073 84,674,063

The net carrying amounts, in foreign currency of the above exposure was as follows:

Foreign currency amount
US Dollar 4930472 5,268,575

The following closing exchange rates were applied to translate trade payables at reporting date:

Rand per unit of foreign currency:
Us Doliar 17.910 14.508

Included in trade payables is an amount of R88,300,910 that is payable to the ultimate holding company - Glenmark
Pharmaceuticals Limited (India). There is no formal repayment terms. The ultimate holding company has agreed
that it will not demand payment, the company can repay their liquidity position allows.

11. Lease liabilities

Minimumm lease payments due

- within one year 777,340 -
- in secend to fifth year inclusive 700,880 -

1,478,220 -
less: future finance charges {124,925) -
Present value of minimum lease payments 1,353,295 -
Non-current liabilities 646,623 -
Current liabilities 706,672 -

1,353,295 -
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Figures in Rand 2020 2019
12. Share capitai
Authorised
1,000 Ordinary shares of R1 each 1,000 1,000
Issued
500 500

500 Ordinary shares of R1 each
Share premium

13. Loan from parent

Glenmark South Africa Proprietary Limited

The loan is unsecured, bears no interest and is repayable at the discretion of the subsidiary.

14. Revenue
Revenue from contracts with customers

Sale of goods - pharmaceutical products
Amounts payable to customer - distribution fees

Disaggregation of revenue from contracts with customers
The company disaggregates revenue from customers as follows:
Sale of goods

Sale of goods - pharmaceutical products
Amounts payable {o customer - distribution fees

Timing of revenue recognition

At a point in time
Sale of goods - pharmaceutical products

15. Cost of sales
Sale of goods

Freight charges
Expired products

16. Other operating gains {losses)

Gains (losses) on disposals, scrappings and settlements
Property, plant and equipment
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4,798,900 4,799,900

4,800,400 4,800,400

94,500,000 94,500,000

234,219,824 259,031,360
(81,267,770)(103,437,393)

152,952,054 155,593,967

234,219,824 259,031,360
(81,267,770){103,437,293)

152,952,054 155,593,967

152,852,054 155,593,967

76,695,626 75,019,173
3,742,312 9,328,324
1,492,452 2,547,115

80,930,390 86,894,612

(12,703) -




Glenmark Pharmaceuticals South Africa Proprietary Limited

{Registration number 2001/020429/07)
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Notes to the Annual Financial Statements

Figures in Rand

2020

2019

16. Other operating gains {losses) (continued)

Foreign exchange gains (losses)
Net foreign exchange loss

Total other operating gains (losses)

17. Operating profit (loss)

(19,581,062) (12,256,577)

(19,593,765) (12,256,577)

Operating loss for the year is stated after charging (crediting) the following, amongst others:

Auditor's remuneration - external
Statutory and quality related audit fees
Tax and secretarial services

Remuneration, other than o employees
Professional services
Legal fees

Employee costs

Salaries, wages, bonuses and other benefits
Retirement benefit plans: defined contribution expense

Total employee costs

Leases

Operating lease charges
Small assets
Premises

Depreciation and amortisation
Depreciation of property, plant and equipment
Depreciation of right-of-use assets

Total depreciation and amortisation

Other
Advertising
Distribution cost
Promotions

274,855 194,520
8.976 8,298
283,831 202,818
9,189,480 10,211,570
51,028 38,323
9,250,508 10,249,893
18,567,798 19,326,005
733,050 739,198
19,290,849 20,065,203
145,620 -

- 766,717

145,620 766,717
86,403 84,092
670,365 -
756,768 84,092
12,216,929 11,586,608
6,172,380  B,447.803
901,072 2,654,839
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Figures in Rand 2020 2019

17. Operating profit (loss) (continued)
Expenses by nature

The total cost of sales, selling and distribution expenses, marketing expenses, general and administrative
expenses, research and development expenses, maintenance expenses and other operaling expenses are

analysed by naturg as follows:

Sales promotion expenses 27,228,948 30,313,776
Telephone expenses 278,287 260,514
Travelling expenses 1,052,026 1,339,389
Repairs & maintenance 220,818 263,745
Electricity charges 99,719 89,719
Other operating expenses 24,487,761 27,039,114

53,367,559 59,316,257

18. Investment income

Interest income
Bank 856,195 302,105

19. Finance costs

Lease liability under [FRS 18 160,600 -

20. Taxation

Major components of the tax income

Deferred
Originating and reversing temporary differences (78,232) (716,064)

Reconciliation of the tax expense

Recongciliation between accounting profit and fax expense.

Accounting loss (244,085) (2,571,374)
Tax at the applicable tax rate of 28% (2019: 28%) {68,338) {719,985)
Tax effect of adjustments on taxable income

Non-deductible expenses 21,840 . 3,920
Special allowances (31,734) -

(78,232)  (716,065)

No provision has been made for 2020 tax as the company has no faxable income. The estimated tax loss available
for set off against future taxable income is R 83,286,140 (2019: R 91,345,254).
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Figures in Rand

2020 2019

21. Cash generated from/f{used in) operations

Loss before taxation

Adjustments for:

Depreciation

Losses on disposals, scrappings and seltlements of assets and liabilities
interest income

Finance costs

Changes in working capital:

Inventories

Trade and other receivables

Trade and other payables

22, Commitments

Operating leases — as lessee (expense)

Minimum lease payments due
- within one year
- in second to fifth year inclusive

(244,065) (2,571,374)

756,768 84,092
12,703 -

(856,195)  (302,105)
160,600 -

4,496,641 (5,547,579)
13,266,795 5,861,407
(4,8687,052) 1,910.613

12,706,195 (564,946)

- 754,217
- 1,607,496

- 2,261,713

Operating lease payments represent rentals payable by the company for its office properties and equipment.
Leases are negotiated for an average term of 5 years and escalates at an average rate of 10%. No contingent rent

is payable. Current year figures are included in note 11 due to the adoption of IFRS 18.
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Figures in Rand 2020 2019

23. Related parties

Relationships

Ultimate holding company Glenmark Pharmaceuticals Limited
Holding company Glenmark Scuth Africa Proprietary Limited
Fellow subsidiaries Glenmark Pharmaceuticals Kenya Proprietary Limited

Glenmark Farmaceutica Ltda Brazil
Related party balances

Loan accounts - Owing (to} by related parties
Glenmark South Africa Proprietary Limited {94,500,000) (94,500,000)

Amounts included in Trade receivable regarding related parties
Glenmark Pharmaceuticals Kenya Proprietary Limited 291,111 -

Amounts included in Trade payable regarding related parties
Glenmark Pharmaceuticals Limited (88,300,910) (74,429,701)

Related party transactions

Sales to related parties

Glenmark Pharmaceuticals Kenya Proprietary Limited 1,169,407 271632
Purchases from related parties

Glenamrk Pharmaceuticals Limited 46,746,957 55,154,257
Glenmark Pharmaceuticlas Kenya Proprietary Limited 164,295 -

24, Directors' and prescribed officer's emoluments

Prescribed officers

2020

Emoluments Total
For services rendered 3,814,249 3,814,249
2019

Emoluments Total
For services rendered 2,814,756 2,814,756

Prescribed officers are involved in the strategic and operational processes of the company.

No emoluments were paid to the directors during the year from the company.
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25, Financial instruments and risk management
Categories of financial instruments
Categories of financial assets
2020
Notes Amortised Total
cost
Trade and other receivables 4 44 361,660 44,361,660
Cash and cash equivalents 5 28,446,452 28,446,452
72,808,112 72,808,112
2019
Notes Amortised Total
cost
Trade and other receivables 4 38,277,093 38,277,093
Cash and cash equivalents 5 15,668,124 15,668,124
53,945,217 53,945,217
Categories of financial liabilities
2020
Notes Amortised Totat
cost
Trade and other payables 10 97,112,229 97,112,229
2019
Notes Amortised Total
cost
Trade and other payables 10 83,651,495 83,651,495

Capital risk management

The company's objective when managing capital (which includes share capital, borrowings, working capital and
cash and cash equivalents) is to maintain a flexible capital structure that reduces the cost of capital to an
acceptable level of risk and to safeguard the company's ability to continue as a going concern while taking
advantage of strategic opportunities in order to maximise stakeholder returns sustainably.

The company manages capital structure and makes adjustments to it in light of changes in economic conditions
and the risk characteristics of the underlying assets. In order to maintain the capital structure, the company may
adjust the amount of dividends paid to the shareholder, return capifal to the shareholder, repurchase shares
currently issued, issue new shares, issue new debt, issue new debt to replace existing debt with different
characteristics and/or sell assets to reduce debt.
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25. Financial instruments and risk management {continued)
Financial risk management

Overview

The company is exposed to the following risks from its use of financial instruments:
. Credit risk;
»  Liquidity risk; and
+  Foreign exchange risk.

The directors have overall responsibility for the establishment and oversight of the company's risk management
framework.

The company's risk management policies are established fo identify and analyse the risks faced by the company, to
set appropriate risk limits and controls, and to monitor risks and adherence to limits, Risk management policies and
systems are reviewed regularly to reflect changes in market conditions and the company's activities.

Credit risk

Credit risk is the risk of financial loss to the company if a customer or counterparty to a financial instrument fails to
meet ifs contractual obligations.

The company is exposed to credit risk on loans receivable, and cash and cash equivalents.

Credit risk for exposures other than those arising on cash and cash equivalents, are managed by making use of
credif approvals, limits and monitoring. The company only deals with reputable counterparties with consistent
payment histories. Sufficient collateral or guarantees are also obtained when necessary. Each counterparty is
analysed individually for creditworthiness before terms and conditions are offered. The exposure to credit risk and
the creditwarthiness of counterparties is continuously monitored.

Credit risk exposure arising on cash and cash equivalents is managed by the group through dealing with well-
established financial institutions with high credit ratings.

Credit risk is assessed as low. When determining the risk of default, management consider information such as
payment history to date, industry in which the customer is employed, period for which the customer has been
employed, external credit references etc.Trade receivable and contract assets which do not contain a significant
financing component are the exceptions and are discussed below.

For trade receivables and contract assets which do not contain a significant financing component, the loss
allowance is determined as the lifetime expected credit losses of the instruments, Management have ¢hosen as an
accounting policy, to make use of lifetime expected credit losses. Management does therefore not make the annual
assessment of whether the credit risk has increased significantly since initial recognition for trade receivables,

contract assets or lease receivables.
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25. Financial instruments and risk management {(continued)
The maximum exposure to credit risk is presented in the table below:
2020 2019
Gross Creditloss Amortised Gross Creditloss  Amortised
carrying allowance  cost/ fair carrying allowance  cost/fair
amount value amount value
Trade and other 4 44 361,660 - 44,361,660 38,037,392 - 38,037,392
receivables :
Cash and cash 5 28,446,452 - 28,446,452 15,668,124 - 15,668,124
equivalents
72,808,112 - 72,808,112 53,705,516 - 53,705,518

Amounts are presented at amortised cost or fair value depending on the accounting treatment of the item
presented.

Refer to the notes specific to the exposures in the table above, for additional information concerning credit risk.
Liquidity risk

The company is exposed to liquidity risk, which is the risk that the company will encounter difficulties in meeting its
obligations as they become due.

The company manages its liquidity risk by effectively managing its working capital, capital expenditure and cash
flows. The financing requirements are met through cash generated from other operations,

There have been no significant changes in the liquidity risk management policies and processes since the prior
reporting period.

The maturity profile of contractual cash flows of non-derivative financial liabilities, and financial assets held fo
mitigate the risk, are presented in the following table. The cash flows are undiscounted contractual amounts.

2020

Non-current liabilities
| ease liabilities

Current liabilities
Trade and other payables
Lease liabilities

Less than tto2 Total Carrying

1 year years amount
11 - 700,880 700,880 646,623
11 96,539,429 - 06,539,429 97,112,229
1 777,340 - 777,340 706,672
97,316,769 700,880 98,017,649 98,465,524
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25, Financial instruments and risk management {continued)
2019
Less than Total Carrying
1 year amount

Current liabilities

Trade and other payables 10 81,144,175 81,144,175 83,651,495

Foreign currency risk

Details of foreign currency risk exposure are contained in the relevant notes throughout these financial statements.

26, Prior period error

Distribution costs paid to customers were incorrectly not deducted from revenue in the 2019 financial statements as
required in terms of IFRS15. Comparative figures were restated to correct this.

The effects of the correction are as follows:
Profit or Loss

Revenue
Operating expenses

- (103,437,593)
- 103,437,393

27, Going concern

We draw attention to the fact that at 31 March 2020, the company's current fiabilities exceed its current assets by
R11,283,381.

The annual financial statements have been prepared on the basis of accounting policies applicable to a going
concern. This basis presumes that funds will be available to finance future operations and that the realisation of
assets and settlement of liabifities, contingent obligations and commitments will occur in the ordinary course of

business.

The directors have reviewed forecasts until March 2021, taking inte account the effect of the COVID-19 pandemic,
they are confident that the company has access to sufficient borrowing facilities with its ultimate holding company to
meet its foreseeable cash requirements. Forecasts will be closely monitored and updated as more information is
known on the effect of the pandemic on the company, its suppliers and customers.

The ability of the company o continue as a going concern is dependent on the continued financial support of the
ultimate holding company as described in note 10.

40




Glenmark Pharmaceuticals South Africa Proprietary Limited
{Registration number 2001/020429/07)

Annual Financial Statements for the year ended 31 March 2020
Detailed Income Statement

Figures in Rand Notes 2020 - 2019
Revernue 14 152,952,054 155,593,967
Cost of sales 15 (80,930,390} (86,894,612)
Gross profit 72,021,664 68,699,355
Other operating gains (losses)
Losses on disposal of assets (12,703} -
Foreign exchange losses (19,581,082) (12,256,577)
16  (19,593,765) (12,256,577)
Expenses (Refer to page 42} (53,367,559} (59,316,257)
Operating loss 17 {939,660} (2,873,479)
Investment income 18 856,195 302,105
Finance costs 18 {160,600) -
loss befare faxation (244,065) (2,571,374)
Taxation 20 78,232 716,064

Loss for the year
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Figures in Rand Notes 2020 2019
Other operating expenses

Adverlising {12,216,929) (11,586,698)
Amortisation (670,365) -
Audit fees 17 {283,831) (202,818)
Bank charges {78,525) (78,644)
Commission paid - {799,567)
Computer expenses (58,969) (55,711}
Consulting and professional fees - legal fees (51,028) (38,323)
Consumables {19.811) (37.104)
Depreciation (86,403) {84,092)
Distribution costs (6,172,380) (8,447,803)
Donations (78,000} (14,000)
Drug registration fee (189,014) 55,379
Employee costs (19,290,849) (20,065,203)
Insurance (86,550) (119,905)
Lease rentals on operating iease (145,620) (766,717)
Origination and agency cost (153,081) (371.,923)
Petrol and oil (842,207) (773,439)
Postage (10,991) {11,834)
Printing and stationery (76,521} (90,791)
Professional fees (9,199,480) (10,211,570)
Promotions (901,072) (2,654,839)
Repairs and maintenance (220,818) (263,745}
Royalfies and license fees {464 ,595) (524,435)
Seourity {5,924) (5.805)
Staff welfare (282 461) {59,300}
Subsctriptions - (4,291)
Sundry staff expenses (54,993) {63,534}
Telephone and fax (278,287) (260,514)
Training (11,317 (32,049)
Transport and freight (152,398) {307,873)
Travel - local (1,052,026} (902,999)
Travel - overseas (123,897) (436,391
Utilities (109,217) (99,719)

42

(53,367,559)

(59,316,257}

The supplementary information presented does not form part of the annual financial statements and is unaudited




Glenmark Pharmaceuticals South Africa Proprietary Limited

(Taxpayer reference number )
(Registration number 2001/020429/07)

Annual Financial Statements for the year ended 31 March 2020

Tax Computation

Figures in Rand 2020 2019
Net loss per income statement (244,065) (2,571,374)
Permanent differences (Non-deductible/Non taxable items)
Donations (s18A) - -
Donations - other 78,000 14,000
Learnership agreement deduction - Section 12H (113,333) -
(35,333) 14,000
Temporary differences
Accounting loss on disposal of fixed and / or other assets 12,703 -
Scrapping allowance on disposal of assets {12,703} -
Depreciation according to financial statements 756,768 84,092
Lease liability - finance charges 160,600 -
Wear and tear allowance {s11(e}} (86,404) (84,092)
Operating lease payments (708,672) -
Provision for audit fees not deductible current year - 208,000
Provision for leave pay not deductible current year 513,549 604,276
Provision for expenses not yet accrued - 1,497,052
Prepaid expenses current year - (10,000}
Provision for expenses not yet accrued -previously raised {1,497,052) (3.787,955)
Provision for leave pay previously raised {604,276) (699,105)
Prepaid expenses prior year 10,000 -
Provision for audit fees not deductible prior year {208,000} (231,280)
(1,661,487} (2,419,012)
Calculated tax loss for the year {1,940,885) {4,976,386)

Assessed loss brought forward
Assessed loss for 2020 - carried forward

Tax thereon @ 28% in the Rand

(91,345,255)

(86,368,868)

(93,286,140)

(91,345,255)
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