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INDEPENDENT AUDITORS’ REPORT 
 
 
To the Board of Directors and Stockholder of 
Marksans Pharma, Inc. and Subsidiaries 
 
Report on the Financial Statements 
 
We have audited the accompanying financial statements of Marksans Pharma, Inc. and 
Subsidiaries (the “Company”), which comprise the consolidated balance sheet as of March 31, 
2016, and the related consolidated statements of operations, changes in stockholder’s equity and 
cash flows for the year ended March 31, 2016, and the related notes to the financial statements. 
 
Management’s Responsibility for the Consolidated Financial Statements 
 
Management is responsible for the preparation and fair presentation of these financial statements 
in accordance with accounting principles generally accepted in the United States of America; this 
includes the design, implementation, and maintenance of internal control relevant to the 
preparation and fair presentation of the financial statements that are free from material 
misstatement, whether due to fraud or error. 
 
Auditors’ Responsibility 
 
Our responsibility is to express an opinion on these financial statements based on our audit.  We 
conducted our audit in accordance with auditing standards generally accepted in the United 
States of America.  Those standards require that we plan and perform the audit to obtain 
reasonable assurance about whether the financial statements are free from material misstatement. 
 
An audit involves performing procedures to obtain audit evidence about the amounts and 
disclosures in the financial statements.  The procedures selected depend on the auditors’ 
judgment, including the assessment of the risks of material misstatement of the financial 
statements, whether due to fraud or error.  In making those risk assessments, the auditor 
considers internal control relevant to the entity’s preparation and fair presentation of the financial 
statements in order to design audit procedures that are appropriate in the circumstances, but not 
for the purpose of expressing an opinion on the effectiveness of the entity’s internal control.  
Accordingly, we express no such opinion. An audit also includes evaluating the appropriateness 
of accounting policies used and the reasonableness of significant accounting estimates made by 
management, as well as evaluating the overall presentation of the financial statements. 
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We believe that the audit evidence we have obtained is sufficient and appropriate to provide a 
basis for our audit opinion. 
 
Opinion 
 
In our opinion, the financial statements referred to above present fairly, in all material respects, 
the financial position of Marksans Pharma, Inc. and Subsidiaries as of March 31, 2016, and the 
consolidated results of its operations and its cash flows for the year then ended in accordance 
with accounting principles generally accepted in the United States of America. 
 
Report on Supplementary Information 
 
Our audit was conducted for the purpose of forming an opinion on the basic financial statements 
taken as a whole. The schedule of cost of revenues and schedule of selling, general and 
administrative expenses for the year ended March 31, 2016 on pages 19-20 is presented for 
purposes of additional analysis and is not a required part of the 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 financial statements. The 
information has been subjected to the auditing procedures applied in the audit of the financial 
statements and certain additional procedures, including comparing and reconciling such 
information directly to the underlying accounting and other records used to prepare the financial 
statements or to the 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 financial 
statements taken as a whole. 
 
 

 
 
 
Melville, NY 
May 20, 2016 
 



Assets

Current Assets
Cash and cash equivalents 1,811,265$      
Accounts receivable 2,968,828        
Inventories 5,420,013        
Prepaid expenses and other current assets 366,866         

Total Current Assets 10,566,972$    

Property, Equipment and Building Improvements, Net 7,155,256        

Other Assets
Goodwill, net 7,862,134      
Deposits 1,372,610      
Deferred income taxes 486,110         

Total Other Assets 9,720,854        

Total Assets 27,443,082$    

MARKSANS PHARMA, INC. AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEET

MARCH 31, 2016

The accompanying notes are an integral part of these consolidated financial statements.
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Current Liabilities
Accounts payable and accrued expenses 2,569,391$      
Capital lease obligations, current portion 7,791             

Total Current Liabilities 2,577,182$      

Long-Term Liabilities
Capital lease obligations, net of current portion 16,383            

Total Liabilities 2,593,565        

Commitments and Contingencies

Stockholder's Equity
Common stock, $.01 par value; 200 shares authorized, 
  100 shares issued and outstanding 1                      
Additional paid-in capital 25,806,742      
Retained earnings (957,226)        

Total Stockholder's Equity 24,849,517      

Total Liabilities and Stockholder's Equity 27,443,082$    

 

MARKSANS PHARMA, INC. AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEET

MARCH 31, 2016

Liabilities and Stockholder's Equity

The accompanying notes are an integral part of these consolidated financial statements.
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Revenues 23,324,917$    

Cost of Revenues 19,864,105      

Gross Profit 3,460,812        

Expenses
Research and development 17,503$           
Selling, general and administrative 4,568,190        

Total Operating Expenses 4,585,693        

Loss From Operations (1,124,881)       

Other Income (Expense)
Interest income 20,557             
Interest expense (235,340)          

Total Other Expense (214,783)          
 
Loss Before Income Tax Benefit (1,339,664)       

Income Tax Benefit (478,014)          

Net Loss (861,650)$        

MARKSANS PHARMA, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENT OF OPERATIONS

FOR THE YEAR ENDED MARCH 31, 2016

The accompanying notes are an integral part of these consolidated financial statements.
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Total 
Additional Retained Stockholder's 

Shares Amount Paid-in Capital Earnings Equity

Balance - April 1, 2015 100 1$             100,499$         (95,576)$          4,924$             

Contributions --                --              25,706,243      --                     25,706,243      

Net loss --               --            --                   (861,650)         (861,650)        

Balance - March 31, 2016 100             1$             25,806,742$    (957,226)$        24,849,517$    

MARKSANS PHARMA, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENT OF STOCKHOLDER'S EQUITY

FOR THE YEAR ENDED MARCH 31, 2016

Common Stock 

The accompanying notes are an integral part of these consolidated financial statements.
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Cash Flows From Operating Activities
 Net loss (861,650)$        

Adjustments to reconcile net loss to net cash
 provided by operating activities:

  Depreciation 257,267$         
  Amortization 655,188           
  Deferred income taxes (486,110)          
Changes in assets and liabilities:
  Accounts receivable 895,121           
  Inventories (570,538)          
  Prepaid expenses, deposits and other current assets (114,494)          
Accounts payable and accrued expenses 742,772         

Net Cash Provided by Operating Activities 1,379,206        

Cash Flows From Investing Activities
Purchases of equipment (241,068)          
Deposit on other assets (1,372,610)       
Cash paid for acquisition (see Note 3) (28,079,293)     
Net cash acquired in the acquisition 5,280,106      

Net Cash Used by Investing Activities (24,412,865)     

Cash Flows From Financing Activities
Contributions 25,706,243      
Payments of capital lease obligations (5,676)            

Net Cash Provided by Financing Activities 25,700,567      

Net Increase in Cash and Cash Equivalents 1,805,258        

Cash and Cash Equivalents – Beginning 6,007              
 
Cash and Cash Equivalents – Ending 1,811,265$      

MARKSANS PHARMA, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENT OF CASH FLOWS

FOR THE YEAR ENDED MARCH 31, 2016

The accompanying notes are an integral part of these consolidated financial statements.
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Supplemental Disclosure of Cash Flow Information

Cash paid during the year for:
Interest 235,340$         
Income taxes 28,000$           

MARKSANS PHARMA, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENT OF CASH FLOWS (CONTINUED)

FOR THE YEAR ENDED MARCH 31, 2016

The accompanying notes are an integral part of these consolidated financial statements.
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MARKSANS PHARMA, INC. AND SUBSIDIARIES 
 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
 

FOR THE YEAR ENDED MARCH 31, 2016 
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NOTE 1 - NATURE OF BUSINESS 
 
Marksans Pharma, Inc. (“Marksans”), was formed in the state of New York in December 
2014 and then reincorporated in the State of New Jersey on March 31, 2015. Marksans is a 
wholly owned subsidiary of Marksans Pharma, Ltd., India (“Parent”). On June 22, 2015, 
Marksans acquired the stock of Time-Cap Laboratories Inc. (“Time-Cap”) and its wholly 
owned subsidiary Custom Coating Inc. (“Coatings”).  Simultaneously, Marksans Realty 
LLC (“Realty”), a wholly owned subsidiary of Time-Cap, was formed and acquired the real 
estate in which Time-Cap and Coatings have their operations.  Time-Cap and Coatings are 
engaged primarily in the manufacture, coating and sales of pharmaceutical products in the 
continental United States. 
 
 

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 
PRINCIPLES OF CONSOLIDATION 
 
These consolidated financial statements include the accounts of Marksans and its wholly 
owned subsidiaries Time-Cap, Coatings and Realty (collectively the "Company"). All 
significant intercompany balances and transactions have been eliminated in the 
consolidated financial statements. 
 
 
REVENUE RECOGNITION 
 
The Company recognizes product sales revenue when all of the following criteria are met: 
persuasive evidence of an arrangement exists, delivery has occurred, the sales price to the 
customer is fixed or determinable, and collection is reasonably assured. 
 
 
CASH AND CASH EQUIVALENTS 
 
Cash and cash equivalents consist of bank deposits, and certificates of deposit with original 
maturity dates of three months or less from the date of purchase. At times, the Company’s 
cash may be uninsured or in deposit accounts that exceed the Federal Deposit Insurance 
Corporation (“FDIC”) insurance limit. At March 31, 2016, all of the Company’s cash was 
held in two financial institutions. 
 
 



MARKSANS PHARMA, INC. AND SUBSIDIARIES 
 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
 

FOR THE YEAR ENDED MARCH 31, 2016 
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NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 
 
ACCOUNTS RECEIVABLE 
 
The Company's exposure to credit risk is dependent, to a large extent, on the 
pharmaceutical industry. The Company routinely addresses the financial strength of its 
customers, and, as a consequence, believes that its receivable credit risk is limited. 
 
The Company performs ongoing credit evaluations of its customers and adjusts credit limits 
based upon payment history and the customer's current creditworthiness, as determined by a 
review of their current credit information. While credit losses have historically been within 
the Company's expectations, the Company cannot guarantee that the same credit loss rates 
will be experienced in the future. The allowance for doubtful accounts reflects 
management’s best estimate of probable losses inherent in the accounts receivable balance. 
 
Accounts receivable are written off when they are determined to be uncollectible. Based on 
management's evaluation of collectability, an allowance for doubtful accounts has not been 
provided as the amount is not considered material at March 31, 2016. 
 
FINANCIAL INSTRUMENTS 
 
The estimated fair values of cash and cash equivalents, accounts receivable and accounts 
payable approximate their carrying amounts due to their short-term maturities. The carrying 
value of the capital lease obligations approximates fair value based upon the market interest 
rates available to the Company for capital lease obligations with similar risk and maturities.  
 
INVENTORIES 
 
The Company values its inventories, which consists primarily of raw materials, at the lower 
of cost or market using the first-in, first-out ("FIFO") method. 
 
PROPERTY AND EQUIPMENT  
 
Property and equipment are recorded at cost net of accumulated depreciation. Depreciation 
is computed using the straight-line method over the estimated useful lives which range from 
five to thirty-nine years. 
 
GOODWILL 
 
Goodwill represents the excess of the purchase price of a business over the fair value of the 
identifiable net assets acquired.  Goodwill is being amortized over 10 years.  The Company 
has recognized $655,188 of amortization expense during the year ended March 31, 2016.  
As of March 31, 2016, the Company has not identified any triggering events indicating that 
any goodwill recognized was impaired.  Consequently, the Company did not recognize any 
impairment for the year ended March 31, 2016. 



MARKSANS PHARMA, INC. AND SUBSIDIARIES 
 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
 

FOR THE YEAR ENDED MARCH 31, 2016 
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NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 
 
IMPAIRMENT OF LONG-LIVED ASSETS 
 
The Company reviews its long-lived assets for impairment whenever events or changes in 
circumstance indicate that the carrying amount of an asset may not be recoverable.  Long-
lived assets held for use are subject to an impairment assessment if the carrying value is no 
longer recoverable based upon the undiscounted cash flows of the assets.  The amount of 
the impairment is the difference between the carrying amount and the fair value of the asset.  
The Company does not believe any of its long-lived assets were impaired at March 31, 
2016. 
 
INCOME TAXES 
 
Deferred taxes represent the tax effects of differences between the financial reporting and 
tax bases of the Company’s assets and liabilities at the enacted tax rates in effect for the 
years in which the differences are expected to reverse.  The Company evaluates the 
recoverability of deferred tax assets and establishes a valuation allowance when it is more 
likely than not that some portion or all of the deferred tax assets will not be realized.  
Income tax expense consists of the income tax within the period and the change during the 
period in deferred tax assets and liabilities. The Company classifies deferred income taxes 
as non-current on the consolidated balance sheet.  
 
The accounting for uncertainty in income taxes prescribes a recognition threshold and 
measurement of a tax position taken or expected to be taken in an income tax return.  It also 
provides guidance in de-recognition, classification, interest and penalties, accounting in 
interim periods, disclosures and transition.  The Company recognizes such tax benefits 
based upon the tax position being more-likely-than-not to be sustained upon examination by 
taxing authorities.  The Company has identified its Federal tax returns and its New York 
State tax returns as “major” tax jurisdictions.  Based on the Company’s evaluation, it has 
been concluded that there are no significant uncertain tax positions requiring recognition in 
the Company’s financial statements.  The Company’s evaluation was performed for the tax 
year ended March 31, 2016.  The Company believes that its income tax positions and 
deductions will be sustained on audit and does not anticipate any adjustments that will 
result in a material change to its financial position. 
 
The Company’s policy for recording interest and penalties associated with audits is to 
record such items as a component of income tax expense.  There were no amounts accrued 
for penalties or interest as of or during the year ended March 31, 2016. 



MARKSANS PHARMA, INC. AND SUBSIDIARIES 
 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
 

FOR THE YEAR ENDED MARCH 31, 2016 
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NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 
 
ADVERTISING 
 
Advertising costs are expensed as incurred. Advertising expense for the year ended March 
31, 2016 was $6,400. 
 
USE OF ESTIMATES 
 
The preparation of consolidated financial statements in conformity with accounting 
principles generally accepted in the United States 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.  Significant 
estimates include goodwill, accounts receivable allowances and deferred tax valuation 
allowance.  Actual results could differ significantly from those estimates. 
 
RECENT ACCOUNTING PRONOUNCEMENTS 
 
The FASB issued Accounting Standards Update No. 2016-02, Leases (Topic 842): 
Accounting for Leases (“ASU 2016-02”).  The main difference between previous GAAP 
and Topic 842 is the recognition of lease assets and lease liabilities by lessees for those 
leases classified as operating leases under previous generally accepted accounting 
principles (“GAAP”).  ASU 2016-02 increases the transparency and comparability amount 
organizations by recognizing lease assets and lease liabilities on the balance sheet and 
disclosing key information about leasing arrangements.  To meet that objective, the FASB 
is amending the FASB Accounting Standards Codification (“ASC”) and creating Topic 
842, Leases.  The guidance in this ASU supersedes Topic 840, Leases.  For private business 
entities, the amendments in this ASU are effective for financial statements issued for annual 
periods beginning after December 15, 2019, and interim periods within those annual 
periods.  The Company is evaluating the effects that adoption for this ASU will have on its 
consolidated financial statements. 

 
 
NOTE 3 - ACQUISITION 

 
For any acquisition completed as of the respective acquisition date, the Company 
recognizes, separately from goodwill, the identifiable assets acquired and liabilities 
assumed at their estimated acquisition date fair values. The Company measures and 
recognizes goodwill as of the acquisition date as the excess of: (a) the aggregate of the fair 
value of consideration transferred, over (b) the fair value of assets acquired and liabilities 
assumed. The total amount of goodwill recorded is deductible for tax purposes.  On June 
22, 2015, Marksans acquired the stock of Time-Cap and Coatings in Farmingdale, New 
York for a purchase price of $22,573,000.  The purpose of the acquisition was to expand 
the Marksans manufacturing and distribution operations in the United States. 



MARKSANS PHARMA, INC. AND SUBSIDIARIES 
 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
 

FOR THE YEAR ENDED MARCH 31, 2016 
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NOTE 3 – ACQUISITION (CONTINUED) 
 

Simultaneously with the stock purchase of Time-Cap and Coatings, Realty, a wholly owned 
subsidiary of Time-Cap was formed.  Realty purchased the property at 7 Michael Avenue, 
Farmingdale, NY, in which Time-Cap and Coatings operates for $5,506,293 from the seller 
(Note 4). 
 
The following tables summarizes the consideration transferred to acquire this business and 
the property and the fair value of identified assets acquired and liabilities assumed 
associated with business acquired at the acquisition date: 
 
  Amount 
Fair value of consideration transferred:   
  Cash paid  $28,079,293 
   
Recognized amounts of identifiable assets acquired 
 and liabilities assumed: 

  

  Cash  5,280,106 
  Accounts receivable  3,863,949 
  Inventory  4,849,475 
  Prepaids  251,210 
  Property and equipment   7,171,455 
  Accounts payable  (1,132,372) 
  Accrued expenses  (692,002) 
  Capital lease obligation         (29,850) 
   
Total Net Identifiable Assets Acquired   19,561,971 
   
Goodwill  $  8,517,322 

 
 
NOTE 4 - INVENTORY 

 
Inventory consists of the following at March 31, 2016: 

 
  Amount 
Raw materials  $1,521,758 
WIP  1,149,970 
Finished goods  2,243,433 
Supplies      504,852 
   
Total  $5,420,013 

 



MARKSANS PHARMA, INC. AND SUBSIDIARIES 
 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
 

FOR THE YEAR ENDED MARCH 31, 2016 
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NOTE 5 - PROPERTY AND EQUIPMENT 
 
Property and equipment consists of the following at March 31, 2016: 

 
  Amount 
Land  $     62,080 
Building and improvements  5,502,487 
Office and computer equipment  225,683 
Furniture and fixtures  59,591 
Machinery and equipment  1,540,652 
Vehicles        22,030 
   
Total Property and Equipment  7,412,523 
   
Accumulated depreciation     (257,267) 
   
Property and Equipment  $7,155,256 
 
Depreciation expense on property and equipment for the year ended March 31, 2016 was 
$257,267. 

 
 
NOTE 6 - GOODWILL 

 
Goodwill consisted of the following at March 31, 2016: 
 
  Amount 
Goodwill, gross – beginning of year  $             -- 
   
Acquisition – see Note 3  8,517,322 
   
Accumulated amortization     (655,188) 
   
Goodwill, net – end of year  $7,862,134 
 
The amortization period of goodwill is ten (10) years.  Amortization expense of goodwill 
for the year ended March 31, 2016 was $655,188.  Amortization expense for each of the 
next five (5) succeeding periods is $851,732. 

 



MARKSANS PHARMA, INC. AND SUBSIDIARIES 
 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
 

FOR THE YEAR ENDED MARCH 31, 2016 
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NOTE 7 - INCOME TAXES 
 
Income tax benefit consists of current State and Local tax expense of $8,096 and deferred 
tax benefit of $486,110. 
 
Significant components of the Company’s deferred tax assets and liabilities at March 31, 
2016 are as follows: 
 
 Amount 
Deferred Tax Assets (Liabilities):  
  Net operating loss carryovers $198,835 
  Goodwill and other intangibles 205,517 
  Property, equipment and capital leases (87,150) 
  Accruals and reserves not currently deductible 128,812 
  Capitalized inventory costs 36,856 
  State tax credit carryovers      3,240 

  
Net Deferred Tax Assets $486,110 
 
The Company has $584,808 of Federal and $557,497 of New York State net operating loss 
carryforwards (“NOL’s”) that are available to reduce future taxable income.  These NOL’s 
expire at various dates through 2035. 
 
The Company has $4,911 of New York investment tax credit carryforwards that will start to 
expire after 2036. 

 
 
NOTE 8 - COMMITMENTS AND CONTINGENCIES 

 
LEASES 
 
The Company leases office space located in Hauppauge, New York, under a lease which 
expires November 2016. The Company is responsible for certain utilities and monthly 
maintenance. Rent expense was approximately $3,800 for the year ended March 31, 2016. 
 
CAPITALIZED LEASE OBLIGATIONS 
 
The Company has acquired equipment under a capital lease with interest of 3.3% that 
expires in March 2019.  The assets and liabilities under capital leases are recorded at the 
lower of the present values of the minimum lease payments or the fair values of the assets.  
The cost of the asset included in property and equipment is $39,000 at March 31, 2016.  
This asset is depreciated over its estimated useful life. 



MARKSANS PHARMA, INC. AND SUBSIDIARIES 
 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
 

FOR THE YEAR ENDED MARCH 31, 2016 
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NOTE 8 - COMMITMENTS AND CONTINGENCIES (CONTINUED) 
 
As of March 31, 2016, minimum payments under the capital lease are as follows: 
 

For the Years Ending March 31,  
Amount 

2017 $  8,479  
2017 8,479  
2018    8,479  

 25,437 
Less: Amounts representing interest   (1,263) 

Net present value of minimum capital lease payments 24,174 
Less: current portion of capital lease obligations   (7,791) 

  
Capital lease obligations net of current portion $16,383  

 
LEGAL MATTERS 
 
From time to time, the Company is a party to litigation arising in the normal course of its 
business operations. In the opinion of management, it is not anticipated that the settlement 
or resolution of any such matters will have a material adverse impact on the Company’s 
financial condition, liquidity or results of operations. 
 
EMPLOYMENT AGREEMENTS 
 
The Company has employment agreements with certain key employees.  These agreements 
call for annual guaranteed base salaries aggregating approximately $405,000 plus certain 
fringe benefits and performance bonuses, as defined.  The agreements range from one to 
five years and automatically renew at the end of the term unless cancelled by either party 
under conditions and terms as defined in the agreements. 
 
As of March 31, 2016, future minimum obligations under these employment agreements are 
as follows: 
 

For the Years Ending 
March 31, 

 
Amount 

2016 $   315,000  
2017 225,000  
2018 225,000  
2019 225,000 
2020       75,000  

  
Total $1,065,000  

 



MARKSANS PHARMA, INC. AND SUBSIDIARIES 
 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
 

FOR THE YEAR ENDED MARCH 31, 2016 
 
 

 

17 

NOTE 9 - EMPLOYEE BENEFIT PLAN 
 
The Company has an employee benefit plan that covers substantially all full-time 
employees who have met certain age and length of service requirements. Contributions to 
the plan are at the discretion of the Board of Directors. Employer contributions to the plan 
were approximately $5,700 for the year ended March 31, 2016. 
 

NOTE 10 - RESEARCH AND DEVELOPMENT COSTS 
 
Research and development costs related to both future and present products are charged to 
operations as incurred. For the year ended March 31, 2016, the Company expended 
approximately $17,500 for research and development costs. 
 

 
NOTE 11 - RELATED PARTY TRANSACTIONS 

 
The Company purchases some of its inventory from the Parent. Total purchases from the 
Parent were approximately $966,000 and payments to the Parent were approximately 
$570,000 for the year ended March 31, 2016 and the balance due the Parent in the amount 
of $398,000 is included in accounts payable on the accompanying consolidated balance 
sheet.  
 
 

NOTE 12 - CONCENTRATIONS OF CREDIT RISK 
 
Financial instruments, which potentially subject the Company to concentration of credit 
risk, consist principally of cash and cash equivalents and trade accounts receivable. 
 
Concentrations of credit risk with respect to trade receivables are limited due to the diverse 
group of customers to whom the Company sells. The Company reviews a customer's credit 
history before extending credit, and will establish an allowance for possible losses, if 
necessary, based upon factors such as the credit risk of specific customers, historical trends 
and other information. 
 
MAJOR CUSTOMERS 
 
During the year ended March 31, 2016, the Company had sales to two customers 
aggregating approximately $13,400,000, which represents approximately 57% of total 
revenues for the period. At March 31, 2016, amounts due from these customers included in 
accounts receivable was approximately $1,300,000, or 44% of accounts receivable. 



MARKSANS PHARMA, INC. AND SUBSIDIARIES 
 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
 

FOR THE YEAR ENDED MARCH 31, 2016 
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NOTE 12 - CONCENTRATIONS OF CREDIT RISK (CONTINUED) 
 
MAJOR SUPPLIER 
 
In addition to the purchases made from the Parent, the Company purchased a substantial 
portion of its raw materials from one supplier during the year ended March 31, 2016 
totaling approximately $2,100,000, which represents approximately 16% of total purchases. 
At March 31, 2016, amounts due to this supplier included in accounts payable was 
approximately $310,000, or 16% of accounts payable. 

 
 
NOTE 13 - SUBSEQUENT EVENTS 

 
At March 31, 2016, the Company is in the process of finalizing an agreement with a 
distributor of the Parent’s products in the United States.  Pursuant to the agreement, Time-
Cap will buyout the license agreement from the distributor and become the sole distributor 
of the Parent’s products in the United States.  In March 2016, the Company made a 
refundable payment of $1,350,000 to the distributor, which is included in other assets on 
the accompanying consolidated balance sheet. 
  
Management has evaluated subsequent events through May 20, 2016 to determine if events 
or transactions occurring up to such date would require adjustment to our disclosure in the 
accompanying consolidated financial statements. 
 



 

Inventory - Beginning --$                   
Acquired Inventory (see Note 3) 4,849,475        
Purchases 12,775,735      
Direct labor 4,360,331        
Payroll taxes 347,654           
Freight-in 510,249           
Facility costs 2,440,674      

Total Goods Available for Sale 25,284,118$    

Less: Inventory - Ending 5,420,013        

Total Cost of Revenue 19,864,105$    

Facility Costs
Packaging 226,853$         
Utilities 458,613           
Repairs and maintenance 419,585           
Rent and real estate taxes 234,266           
Insurance 575,256           
Factory supplies 303,304           
Equipment rental 1,924               
Depreciation and amortization 220,873         

Total Facility Costs 2,440,674$      

MARKSANS PHARMA, INC. AND SUBSIDIARIES

CONSOLIDATED SCHEDULE OF COST OF REVENUES

FOR THE YEAR ENDED MARCH 31, 2016

See independent auditors' report.
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Office salaries 1,398,928$      
Officers' salaries 414,623           
Payroll taxes 168,186           
Professional fees 842,264           
Commissions 4,518               
Insurance 230,367           
Rent and real estate taxes 27,620             
Transportation 31,998             
Advertising 6,398               
Marketing and promotion 133,762           
Office expense 161,447           
Computer 90,472             
Telephone and utilities 49,314             
Depreciation and amortization 691,582           
Repairs and maintenance 39,060             
Dues and subscriptions 2,218               
License and permits 274,431           
Miscellaneous 1,002             

Total Selling, General and Administrative Expenses 4,568,190$      

MARKSANS PHARMA, INC. AND SUBSIDIARIES

 AND ADMINISTRATIVE EXPENSES

FOR THE YEAR ENDED MARCH 31, 2016

CONSOLIDATED SCHEDULE OF SELLING, GENERAL

See independent auditors' report.
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