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INDEPENDENT AUDITORS’ REPORT 
 
To the Board of Directors and Stockholder of 
Marksans Pharma, Inc. and Subsidiaries 
 
Report on the Consolidated Financial Statements 
 
We have audited the accompanying consolidated financial statements of Marksans Pharma, Inc. 
and Subsidiaries (the “Company”), which comprise the consolidated balance sheet as of March 
31, 2017, and the related consolidated statements of income, changes in stockholder’s equity and 
cash flows for the year ended March 31, 2017, 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 consolidated 
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 consolidated 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 consolidated 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 consolidated financial statements are free from 
material misstatement. 
 
An audit involves performing procedures to obtain audit evidence about the amounts and 
disclosures in the consolidated financial statements.  The procedures selected depend on the 
auditors’ judgment, including the assessment of the risks of material misstatement of the 
consolidated financial statements, whether due to fraud or error.  In making those risk 
assessments, the auditor considers internal control relevant to the entity’s preparation and fair 
presentation of the consolidated financial statements in order to design audit procedures that are 
appropriate in the circumstances, but not for the purpose of expressing an opinion on the 
effectiveness of the 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 consolidated 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 consolidated financial statements referred to above present fairly, in all 
material respects, the financial position of Marksans Pharma, Inc. and Subsidiaries as of March 
31, 2017, 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, 2017 on pages 19-20 is presented for 
purposes of additional analysis and is not a required part of the consolidated financial statements. 
Such information is the responsibility of management and was derived from and relates directly 
to the underlying accounting and other records used to prepare the consolidated financial 
statements. The information has been subjected to the auditing procedures applied in the audit of 
the consolidated financial statements and certain additional procedures, including comparing and 
reconciling such information directly to the underlying accounting and other records used to 
prepare the consolidated financial statements or to the consolidated financial statements 
themselves, and other additional procedures in accordance with auditing standards generally 
accepted in the United States of America. In our opinion, the information is fairly stated in all 
material respects in relation to the consolidated financial statements taken as a whole. 
 
 

 
 
 
Melville, NY 
May 18, 2017 
 



Assets

Current Assets
Cash and cash equivalents 1,507,766$      
Accounts receivable 6,272,187        
Inventories 12,059,634      
Prepaid expenses and other current assets 431,840         

Total Current Assets 20,271,427$    

Property, Equipment and Building Improvements, Net 7,111,074        

Other Assets

Goodwill, net 7,010,403      

Intangibles 1,925,000      

Deferred income taxes 317,568         

Total Other Assets 9,252,971        

Total Assets 36,635,472$    

MARKSANS PHARMA, INC. AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEET

MARCH 31, 2017

The accompanying notes are an integral part of these consolidated financial statements.
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Current Liabilities
Accounts payable and accrued expenses 11,115,879$    
Capital lease obligations, current portion 13,867           

Total Current Liabilities 11,129,746$    

Long-Term Liabilities
Capital lease obligations, net of current portion 29,233            

Total Liabilities 11,158,979      

Commitments and Contingencies

Stockholder's Equity
Common stock, $.01 par value; 200 shares authorized, 
  100 shares issued and outstanding 1                      
Additional paid-in capital 26,106,742      
Accumulated deficit (630,250)        

Total Stockholder's Equity 25,476,493      

Total Liabilities and Stockholder's Equity 36,635,472$    

 

CONSOLIDATED BALANCE SHEET

MARCH 31, 2017

Liabilities and Stockholder's Equity

MARKSANS PHARMA, INC. AND SUBSIDIARIES

The accompanying notes are an integral part of these consolidated financial statements.
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Revenues 38,691,660$    

Cost of Revenues 33,054,665      

Gross Profit 5,636,995        

Expenses
Selling, general and administrative 4,204,025$      
Research and development 16,478
Depreciation and amortization 911,400           

Total Operating Expenses 5,131,903        

Income From Operations 505,092           

Other Income (Expense)
Interest income 4,980               
Interest expense (1,751)              

Total Other Income 3,229               
 
Income Before Income Tax Expense 508,321           

Income Tax Expense 181,345           

Net Income 326,976$        

MARKSANS PHARMA, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENT OF INCOME

FOR THE YEAR ENDED MARCH 31, 2017

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

Shares Amount Paid-in Capital Deficit Equity

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

Contributions --                --              300,000           --                     300,000           

Net income --               --            --                   326,976          326,976         

Balance - March 31, 2017 100             1$            26,106,742$   (630,250)$        25,476,493$   

MARKSANS PHARMA, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENT OF CHANGES IN STOCKHOLDER'S EQUITY

FOR THE YEAR ENDED MARCH 31, 2017

Common Stock 

The accompanying notes are an integral part of these consolidated financial statements.
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Cash Flows From Operating Activities
 Net income 326,976$         

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

Depreciation 378,615$         
Amortization 851,732           
Deferred income taxes 168,542           

Changes in assets and liabilities:
Accounts receivable (3,303,359)       
Inventories (6,639,621)       
Prepaid expenses, deposits and other current assets (42,364)            
Accounts payable and accrued expenses 8,271,487      

Net Cash Provided by Operating Activities 12,008             

Cash Flows From Investing Activities
Purchases of equipment, net (303,533)          
Purchase of intangible (300,000)        

Net Cash Used in Investing Activities (603,533)          

Cash Flows From Financing Activities
Contributions 300,000           
Payments of capital lease obligations (11,974)          

Net Cash Provided by Financing Activities 288,026          

Net Decrease in Cash and Cash Equivalents (303,499)          

Cash and Cash Equivalents – Beginning 1,811,265        
 
Cash and Cash Equivalents – Ending 1,507,766$      

MARKSANS PHARMA, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENT OF CASH FLOWS

FOR THE YEAR ENDED MARCH 31, 2017

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 1,301$             
Income taxes 2,000$             

Non-Cash Investing and Financing Activities

Cost related to acquisition of intangible included in accrued expenses 275,000$         
Equipment acquired through capital lease 30,900$           

MARKSANS PHARMA, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENT OF CASH FLOWS (CONTINUED)

FOR THE YEAR ENDED MARCH 31, 2017

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, 2017 
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NOTE 1 - NATURE OF BUSINESS 
 
Marksans Pharma, Inc. (“Marksans”), a New York corporation, 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, distribution 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, 2017, all of the Company’s cash was 
held in three financial institutions. 
 
LEASES 
 
The Company has an operating lease for a facility expiring in 2024. The Company will 
amortize the total lease cost on a straight line basis over the minimum lease term (see Note 
7). 



MARKSANS PHARMA, INC. AND SUBSIDIARIES 
 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
 

FOR THE YEAR ENDED MARCH 31, 2017 
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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, 2017. 
 
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 at the lower of cost or market using the first-in, first-
out ("FIFO") method. 
 
PROPERTY, EQUIPMENT AND BUILDING IMPROVEMENTS  
 
Property, equipment and building improvements 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. The Company has elected the accounting alternative to 
amortize goodwill on a straight-line basis over ten years and elected to test goodwill for 
impairment at the entity level upon occurrence of a triggering event. As of March 31, 2017, 
the Company has not identified any triggering events indicating that any goodwill 
recognized may be impaired. Consequently, the Company did not recognize any 
impairment for the year ended March 31, 2017. 



MARKSANS PHARMA, INC. AND SUBSIDIARIES 
 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
 

FOR THE YEAR ENDED MARCH 31, 2017 
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NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 
 
INTANGIBLES 
 
Intangibles consist of marketing rights with an indefinite life which are not being 
amortized, but will be evaluated for impairment on an annual basis or at other times during 
the year if events and circumstances indicate that it is more likely than not that the fair 
value of the marketing rights is below the carrying value. Management has determined that 
as of March 31, 2017, the intangibles are not impaired. 

 
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, 
2017. 
 
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 Company uses a prescribed recognition threshold for the financial statement 
recognition and measurement of a tax position taken or expected to be taken in an income 
tax return. 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, 
2017. 



MARKSANS PHARMA, INC. AND SUBSIDIARIES 
 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
 

FOR THE YEAR ENDED MARCH 31, 2017 
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NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 
 
INCOME TAXES (CONTINUED) 
 
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, 2017. 

 
ADVERTISING 
 
Advertising costs are expensed as incurred. Advertising expense for the year ended March 
31, 2017 was $9,727. 
 
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”), which supersedes existing guidance on 
accounting for leases in Topic 840 and generally requires all leases, including operating 
leases, to be recognized in the balance sheet as right-of-use assets and lease liabilities by 
lessees. 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. 



MARKSANS PHARMA, INC. AND SUBSIDIARIES 
 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
 

FOR THE YEAR ENDED MARCH 31, 2017 
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NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 
 
RECENT ACCOUNTING PRONOUNCEMENTS (CONTINUED) 
 
In May 2014, the Financial Accounting Standards Board (“FASB”) issued an update ("ASU 
2014-09") Revenue from Contracts with Customers. The core principle of the guidance is 
that an entity should recognize revenue to depict the transfer of promised goods or services 
to customers in an amount that reflects the consideration to which the entity expects to be 
entitled in exchange for those goods or services. The guidance provides five steps for an 
entity to achieve that core principle and provides disclosure requirements for revenue 
recognition. The guidance also specifies the accounting for some costs to obtain or fulfill a 
contract with a customer. In August 2015, the FASB issued ASU 2015-14, Deferral of the 
Effective Date, which amended the effective date to reporting periods beginning after 
December 15, 2018 for nonpublic reporting entities.  In March 2016, the FASB issued an 
update (“ASU 2016-08”), Principal versus Agent Considerations (Reporting Revenue Gross 
versus Net), which clarifies the guidance on principal versus agent considerations.  In April 
2016, the FASB issued an update (“ASU 2016-10”), Identifying Performance Obligations 
and Licensing, which provides clarification related to identifying performance obligations 
and licensing implementation guidance under ASU 2014-09.  In May 2016, the FASB 
issued an update (“ASU 2016-12”), Narrow-Scope Improvements and Practical Expedients, 
which amends guidance on transition, collectability, noncash consideration and the 
presentation of sales and other similar taxes.  The effective date and transition requirements 
are the same as those in ASU 2014-09 for all subsequent clarifying guidance discussed 
herein. The Company is currently evaluating the impact of adopting these ASU’s on the 
Company’s financial statements. 

 
 
NOTE 3 - INVENTORY 

 
Inventory consists of the following at March 31, 2017: 

 
  Amount 
Raw materials and supplies  $  2,519,706
WIP  967,275
Finished goods     8,572,653
  
Total  $12,059,634



MARKSANS PHARMA, INC. AND SUBSIDIARIES 
 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
 

FOR THE YEAR ENDED MARCH 31, 2017 
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NOTE 4 – PROPERTY, EQUIPMENT AND BUILDING IMPROVEMENTS 
 
Property, equipment and building improvements consists of the following at March 31, 
2017: 

 
  Amount 
Land  $     62,080
Building and improvements  5,541,522
Office and computer equipment  225,683
Furniture and fixtures  59,591
Machinery and equipment  1,836,050
Vehicles        22,030
  
Total Property and Equipment  7,746,956
  
Accumulated depreciation     (635,882)
  
Property and Equipment  $7,111,074
 
Depreciation expense for the year ended March 31, 2017 was $378,615. 

 
 
NOTE 5 – GOODWILL AND INTANGIBLES 

 
 Goodwill and intangibles consisted of the following at March 31, 2017: 

 
 Goodwill Intangibles 
Balance - April 1, 2016  $ 8,517,323 $1,350,000 
  
Additions --- 575,000 
   
Accumulated amortization  (1,506,920)               -- 
   
Balance - March 31, 2017 $ 7,010,403 $1,925,000 
 
The amortization period of goodwill is ten (10) years.  Amortization expense of goodwill 
for the year ended March 31, 2017 was $851,732. Amortization expense for each of the 
next five (5) succeeding periods is $851,732.  
 
The Company acquired transferrable marketing rights of various Parent products from a 
third party for an aggregate amount of $1,925,000 on March 2016 and March 2017. 

 



MARKSANS PHARMA, INC. AND SUBSIDIARIES 
 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
 

FOR THE YEAR ENDED MARCH 31, 2017 
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NOTE 6 - INCOME TAXES 
 
Income tax expense consists of current State and Local tax expense of $12,803 and deferred 
tax expense of $168,542. 
 
Significant components of the Company’s deferred tax assets and liabilities at March 31, 
2017 are as follows: 
 
  Amount 
Deferred Tax Assets (Liabilities):   
  Net operating loss carryovers $   22,660 
  Goodwill and other intangibles 291,235 
  Property, equipment and capital leases (214,823) 
  Accruals and reserves not currently deductible 123,567 
  Capitalized inventory costs 
  Alternative minimum tax credit 

80,081 
5,304 

  State tax credit carryovers       9,544 
  

Net Deferred Tax Assets $ 317,568 
 
The Company has $66,647 of Federal 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 $14,460 of New York investment tax credit carryforwards that will start 
to expire after 2032. 

 
 
NOTE 7 - COMMITMENTS AND CONTINGENCIES 

 
LEASES 
 
The Company leases office space located in Hauppauge, New York, under a non-cancelable 
operating lease which expires November 2017 and automatically renews on an annual basis 
unless a 3 month written notice is provided. The Company is responsible for certain utilities 
and monthly maintenance under the lease. Rent expense was approximately $9,400 for the 
year ended March 31, 2017. 
 
The Company entered into a non-cancelable operating lease in March 2017 for warehouse 
space located in Hicksville, NY. The lease is scheduled to commence upon completion of 
various improvements as stipulated by the lease and expire on the last day of the calendar 
month in which the eighty seven month anniversary of the commencement date occurs. The 
Company expects the lease to commence in June 2017.  



MARKSANS PHARMA, INC. AND SUBSIDIARIES 
 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
 

FOR THE YEAR ENDED MARCH 31, 2017 
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NOTE 7 - COMMITMENTS AND CONTINGENCIES (CONTINUED) 
 
LEASES (CONTINUED) 
 
Future minimum rental payments required under the above non-cancelable operating leases 
at March 31, 2017 are as follows: 
 

For the 
Year Ending  
March 31,

 
Amount

2018 $   88,052
2019 115,837
2020 130,858
2021 135,438
2022 140,179

Thereafter 359,492

Total $969,856
 
CAPITALIZED LEASE OBLIGATIONS 
 
The Company has acquired equipment under capital leases with effective interest rates of 
3.3% and 4.7% that expire in March 2019 and June 2021, respectively. 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 aggregate cost of the assets 
included in property, equipment and building improvements is $69,900 at March 31, 2017. 
These assets are depreciated over their estimated useful lives. 

 
Future annual minimum payments under these leases are: 
 

For the 
Year Ending 
March 31,

 
 

Amount 
2018
2019 
2020 
2021

$ 15,432 
15,432 
6,953 
6,953  

2022    1,738  
 46,508 

Less: Amounts representing interest  (3,408) 
  

Net present value of minimum capital lease payments 43,100 
  

Less: current portion of capital lease obligations (13,867) 
  

Capital Lease Obligations Net of Current Portion $ 29,233  



MARKSANS PHARMA, INC. AND SUBSIDIARIES 
 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
 

FOR THE YEAR ENDED MARCH 31, 2017 
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NOTE 7 - COMMITMENTS AND CONTINGENCIES (CONTINUED) 
 
LEGAL MATTERS 
 
From time to time, the Company may be 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 AGREEMENT 
 
The Company has an employment agreement with a key employee. The agreement calls for 
an annual base salary and bonuses plus certain fringe benefits, as defined, and expires in 
fiscal year 2021.  
 
As of March 31, 2017, future minimum obligations under the employment agreement are as 
follows: 
 

For the 
Years Ending  

March 31,
 

Amount
2018 $225,000
2019 225,000
2020 225,000
2021   75,000

Total $750,000
 

  
NOTE 8 - 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 $4,300 for the year ended March 31, 2017. 
 

 
NOTE 9 - 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, 2017, the Company expended 
approximately $16,500 for research and development costs. 



MARKSANS PHARMA, INC. AND SUBSIDIARIES 
 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
 

FOR THE YEAR ENDED MARCH 31, 2017 
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NOTE 10 - RELATED PARTY TRANSACTIONS 
 
The Company purchases a substantial amount of its inventory from the Parent. Total 
purchases from the Parent were approximately $12,786,000 for the year ended March 31, 
2017 and the balance due the Parent in the amount of approximately $7,636,000 is included 
in accounts payable on the accompanying consolidated balance sheet.  
 
 

NOTE 11 - 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, 2017, the Company had sales to two customers 
aggregating approximately $16,590,000, which represents approximately 43% of total 
revenues for the period. At March 31, 2017, amounts due from these customers included in 
accounts receivable was approximately $1,172,000, or 19% of accounts receivable. 

 
 
NOTE 12 - SUBSEQUENT EVENTS 

 
The Company evaluates events that occur after the year-end date through the date the 
financial statements are available to be issued. Accordingly, management has evaluated 
subsequent events through May 18, 2017, and has determined that there were no subsequent 
events requiring adjustment to, or disclosure in, the financial statements. 
 



 

Inventory - Beginning 5,420,013$      
Purchases 28,223,549      
Packaging 749,145           
Direct labor costs and benefits 6,388,941        
Payroll taxes 491,616           
Freight 1,249,143        
Facility costs 2,591,892      

Total Goods Available for Sale 45,114,299$    

Less: Inventory - Ending 12,059,634      

Total Cost of Revenue 33,054,665$    

Facility Costs
Utilities 616,313$         
Repairs and maintenance 471,052           
Rent and real estate taxes 237,242           
Insurance 547,796           
Factory supplies 398,004           
Equipment rental 2,538               
Depreciation and amortization 318,947         

Total Facility Costs 2,591,892$      

MARKSANS PHARMA, INC. AND SUBSIDIARIES

CONSOLIDATED SCHEDULE OF COST OF REVENUES

FOR THE YEAR ENDED MARCH 31, 2017

See independent auditors' report.
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Office salaries 2,152,061$      
Officers' salaries 438,893           
Payroll taxes 211,261           
Professional fees 360,959           
Commissions 126,491           
Insurance 173,088           
Rent and real estate taxes 20,183             
Transportation 60,360             
Advertising 9,727               
Marketing and promotion 41,767             
Office expense 57,758             
Computer 126,520           
Telephone and utilities 67,716             
Repairs and maintenance 42,429             
Dues and subscriptions 12,563             
License and permits 279,546           
Miscellaneous 22,703           

Total Selling, General and Administrative Expenses 4,204,025$      

MARKSANS PHARMA, INC. AND SUBSIDIARIES

 AND ADMINISTRATIVE EXPENSES

FOR THE YEAR ENDED MARCH 31, 2017

CONSOLIDATED SCHEDULE OF SELLING, GENERAL

See independent auditors' report.
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