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INDEPENDENT AUDITOR’S REPORT 

To the Board of Directors of 

Marksans Pharma Inc. 

Opinion 

We have audited the accompanying consolidated financial statements of Marksans 

Pharma Inc. and its subsidiaries (the Company), which comprise the consolidated balance 

sheet as of March 31, 2022, and the related consolidated statements of income, 

stockholders’ equity, and cash flows for the year then ended, and the related notes to the 

consolidated financial statements.  

In our opinion, the 2022 consolidated financial statements referred to above present fairly, 

in all material respects, the financial position of the Company as of March 31, 2022, and 

the 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. 

Basis for Opinion 

We conducted our audit in accordance with auditing standards generally accepted in the 

United States of America.  Our responsibilities under those standards are further described 

in the Auditor’s Responsibilities for the Audit of the Consolidated Financial Statements 

section of our report.  We are required to be independent of the Company and to meet 

our other ethical responsibilities in accordance with the relevant ethical requirements 

relating to our audit.  We believe that the audit evidence we have obtained is sufficient 

and appropriate to provide a basis for our audit opinion. 

Adjustments to Prior Period Consolidated Financial Statements

The consolidated financial statements of the Company as of March 31, 2021, were audited 

by other auditors whose report dated May 25, 2021 expressed an unmodified opinion on 

those statements.  As discussed in Note 13, the Company has restated its 2021 

consolidated financial statements during the current year to record deferred tax liabilities 

in accordance with accounting principles generally accepted in the United States of 

America. The other auditors reported on the 2021 consolidated financial statements before 

the restatement. 

As part of our audit of the 2022 consolidated financial statements, we audited adjustments 

described in Note 13 that were applied to restate the 2021 consolidated financial 

statements. In our opinion, such adjustments are appropriate and have been properly 

applied. We were not engaged to audit, review, or apply any procedures to the 
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2021 consolidated financial statements of the Company other than with respect to the 

adjustment and accordingly, we no not express an opinion or any other form of assurance 

on the 2021 consolidated financial statements as a whole.  

Responsibilities of Management for the Consolidated Financial Statements 

Management is responsible for the preparation and fair presentation of the consolidated 

financial statements in accordance with accounting principles generally accepted in the 

United States of America, and for the design, implementation, and maintenance of 

internal control relevant to the preparation and fair presentation of consolidated financial 

statements that are free from material misstatement, whether due to fraud or error. 

In preparing the consolidated financial statements, management is required to evaluate 

whether there are conditions or events, considered in the aggregate, that raise substantial 

doubt about the Company’s ability to continue as a going concern within one year after 

the date that the consolidated financial statements are available to be issued.  

Auditor’s Responsibilities for the Audit of the Consolidated Financial Statements 

Our objectives are to obtain reasonable assurance about whether the consolidated 

financial statements as a whole are free from material misstatement, whether due to fraud 

or error, and to issue an auditor’s report that includes our opinion.  Reasonable assurance is 

a high level of assurance but is not absolute assurance and therefore is not a guarantee 

that an audit conducted in accordance with generally accepted auditing standards will 

always detect a material misstatement when it exists.  The risk of not detecting a material 

misstatement resulting from fraud is higher than for one resulting from error, as fraud may 

involve collusion, forgery, intentional omissions, misrepresentations, or the override of 

internal control.  Misstatements are considered material if there is a substantial likelihood 

that, individually or in the aggregate, they would influence the judgment made by a 

reasonable user based on the consolidated financial statements. 

In performing an audit in accordance with generally accepted auditing standards, we: 

• Exercise professional judgment and maintain professional skepticism throughout the 

audit. 

• Identify and assess the risks of material misstatement of the consolidated financial 

statements, whether due to fraud or error, and design and perform audit 

procedures responsive to those risks.  Such procedures include examining, on a test 

basis, evidence regarding the amounts and disclosures in the consolidated financial 

statements. 

• Obtain an understanding of internal control relevant to the audit in order to design 

audit procedures that are appropriate in the circumstances, but not for the purpose 

of expressing an opinion on the effectiveness of the Company’s internal control. 

Accordingly, no such opinion is expressed. 



3 

• Evaluate the appropriateness of accounting policies used and the reasonableness 

of significant accounting estimates made by management, as well as evaluate the 

overall presentation of the consolidated financial statements. 

• Conclude whether, in our judgment, there are conditions or events, considered in 

the aggregate, that raise substantial doubt about the Company’s ability to 

continue as a going concern for a reasonable period of time. 

We are required to communicate with those charged with governance regarding, among 

other matters, the planned scope and timing of the audit, significant audit findings, and 

certain internal control related matters that we identified during the audit. 

Bethesda, MD 

May 23, 2022
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MARKSANS PHARMA INC. 
 

CONSOLIDATED BALANCE SHEETS 

 

MARCH 31, 2022 AND 2021 
 

 

 
Restated

2022 2021

Current assets

Cash and cash equivalents -$                  547,506$          

Accounts receivable, net 22,291,822 15,745,861       

Inventory 15,411,936 14,688,968       

Prepaid inventory 6,314,884 3,450,967

Prepaid expenses 622,643 384,410

Deferred tax assets, short-term 470,834            -                    

Other current assets 301,110            391,541            

Total current assets 45,413,229       35,209,253       

Property and equipment, net 15,804,486 14,665,441       

Intangibles 2,275,000 2,275,000         

Goodwill, net 928,551 1,199,655         

Other long-term assets -                    397,220            

Total assets 64,421,266$     53,746,569$     

Current liabilities

Accounts payable 27,624,097$     12,513,082$     

Accrued liabilities 592,353            642,169            

Line of credit 4,621,567         2,342,508         

Checks written in excess of cash balance 198,517            -                    

Short-term debt 57,065              7,030,584         

Due to stockholder 1,043,000         2,393,000         

Total current liabilities 34,136,599       24,921,343       

Noncurrent liabilities

Deferred tax liabilities, long-term 1,363,699         1,126,635         

Long-term debt 100,757            107,619            

Total liabilities 35,601,055       26,155,597       

Stockholders' equity

Common stock, $.01 par value, 200 shares 

authorized and 100 issued 1                       1                       

Additional paid-in capital 26,381,742       26,381,742       
Retained earnings 2,438,468         1,209,229         

Total stockholders' equity 28,820,211       27,590,972       

Total liabilities and stockholders' equity 64,421,266$     53,746,569$     

Assets

Liabilities and Stockholders' Equity
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MARKSANS PHARMA INC. 

 

CONSOLIDATED STATEMENTS OF INCOME 

 

YEARS ENDED MARCH 31, 2022 AND 2021 
 

 

 
Restated

2022 2021

Revenue

Goods and services 89,663,633$    77,530,344$    

Sales return and allowances (5,272,007)      (6,513,564)      

Miscellaneous income 926,178          -                  

Net revenue 85,317,804      71,016,780      

Cost of goods sold

Purchases 57,768,408 45,972,585      

Direct wages 6,403,151 4,824,459        

Payroll taxes 704,895 463,924          

Other direct costs 5,401,886 5,190,546        

Allocated overhead 2,964,445        2,139,528        

Costs of good sold 73,242,785      58,591,042      

Gross profit 12,075,019      12,425,738      

Operating expenses

Utilities 981,049 778,917

Travel expenses 129,663 67,781

Salaries and wages 3,479,740 2,766,649

Repairs and maintenance 70,068 94,188

Rental 245,123 106,424

Property taxes 190,366 178,859

Professional fees 574,872 379,552

Other operating expenses 56,916 42,101

Office expenses 83,970 64,054

Miscellaneous expenses 249,339          (650,760)         

Memberships and licenses 284,846 352,377
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MARKSANS PHARMA INC. 
 

CONSOLIDATED STATEMENTS OF INCOME (CONTINUED) 

 

YEARS ENDED MARCH 31, 2022 AND 2021 
 

 

 
Restated

2022 2021

Operating expenses (continued)

Interest and bank charges 185,371$         262,000$         

Insurance 755,211          1,140,063        

Employee benefits -                  1,038              

Depreciation of tangible assets 890,894          768,006          

Amortization of intangible assets 271,104          271,464          

Computer-related expenses 284,439          144,383          

Commissions 1,318,412        939,403          

Bad debt expense 218,912          1,815,351        

Advertising and promotion 138,190          51,507            

Payroll taxes 190,624          146,909          

Total operating expenses 10,599,109      9,720,266        

Income from operations 1,475,910        2,705,472        

Nonoperating income and expenses

Interest income -                  107                 

Income before income taxes 1,475,910        2,705,579        

Income taxes

Prior period income taxes -                  1,046,982        

Current income taxes 246,671          50,260            

Total income taxes 246,671          1,097,242        

Net income 1,229,239$      1,608,337$      
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MARKSANS PHARMA INC. 
 

CONSOLIDATED STATEMENTS OF STOCKHOLDERS’ EQUITY 

 

MARCH 31, 2022 AND 2021 
 

 

 

Common Paid-in Retained 

Stock Capital Earnings

Balance, March 31, 2020 1$                   26,381,742$   (399,108)$       

Net income -                  -                  1,608,337       

Balance, March 31, 2021 (restated) 1                     26,381,742     1,209,229       

Net income -                  -                  1,229,239       

Balance, March 31, 2022 1$                   26,381,742$   2,438,468$     
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MARKSANS PHARMA INC. 
 

CONSOLIDATED STATEMENTS OF CASH FLOWS 

 

YEARS ENDED MARCH 31, 2022 AND 2021 
 

 

 
Restated

 2022 2021

Cash flows from operating activities

Net income 1,229,239$       1,608,337$       
Adjustments to reconcile net income

  to net cash provided by operating activities

Depreciation and amortization 1,161,998         1,039,470         

Provisions for losses on accounts receivable 358,642 -                    

Changes in assets and liabilities

Inventory (722,968)           (6,138,464)        

Prepaid inventory (2,863,917)        (249,241)           

Prepaid expenses (238,233)           (95,784)             

Deferred taxes 163,450            1,216,435         

Other current assets 90,431              228,422            

Receivables (6,904,603)        (1,971,845)        

Accounts payable 15,111,015       (2,128,346)        

Short-term debt (6,973,519)        -                    

Accrued expenses (49,816)             7,205,021         

Net cash provided by operating activities 361,719            714,005            

Cash flows from financing activities

Payments to acquire property and equipment (2,029,939)        (1,549,017)        
Line of credit 2,279,059         407,517            

Payments on notes payable (1,350,000)        -                    

Long-term debt (6,862)               138,203            

Net cash used for financing activities (1,107,742)        (1,003,297)        

Net change in cash and cash equivalents (746,023)           (289,292)           

Cash and cash equivalents

Beginning of year 547,506            836,798            

End of year (198,517)$         547,506$          

Supplemental Information

Taxes paid 14,361$            27,235$            

Interest paid 103,831$          78,187$            
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MARKSANS PHARMA INC. 
 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 

 

YEARS ENDED MARCH 31, 2022 AND 2021 

 

 

NOTE 1. ORGANIZATION  
 

Marksans Pharma Inc. (the Company), a New York corporation, is a wholly owned 

subsidiary of Marksans Pharma, Ltd, India (Parent).  On June 22, 2015, the Company 

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 
 

Method of Accounting - The consolidated financial statements have been prepared on the 

accrual basis of accounting in accordance with accounting principles generally 

accepted in the United States of America (U.S. GAAP), whereby revenue is recorded when 

earned and expenses are recorded when incurred. 

 

Principles of Consolidation - These consolidated financial statements include the accounts 

of Marksans Pharma Inc. 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. 

 

Cash and Cash Equivalents - For purposes of balance sheet presentation and reporting of 

cash flows, the Company considers all highly liquid investments purchased with an original 

maturity of three months or less to be cash equivalents. Cash and cash equivalents consist 

of cash held at one financial institution.  

 

Accounts Receivable - Accounts receivable are stated at an amount the Company 

expects to collect from outstanding balances.  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. 
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NOTE 2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 
 

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, the allowance for doubtful accounts was 

$358,642 and $-0- as of March 31, 2022 and 2021, respectively. 
 

Inventories - The Company values its inventories at lower of cost or net realizable value.  

Cost is determined using the first-in, first-out method.  A breakdown of the inventories into 

their major categories at March 31, 2022 and 2021 is: 
 

2022 2021

Finished goods 9,416,981$    10,185,015$  

Work in process 201,519         432,875         

Raw materials 2,818,827      2,029,849      

Supplies 2,974,609      2,041,229      

Total inventory 15,411,936$  14,688,968$  
 

 

Property and Equipment - Property and equipment are recorded at cost less accumulated 

depreciation. Depreciation is provided over the estimated useful lives of the assets using 

the straight-line method ranging from five to thirty-nine years. 
 

Fair Value Measurements - The Company’s financial instruments consist primarily of cash, 

accounts receivable and accounts payable.  The carrying value of all financial instruments 

and receivables are representative of their fair value due to short-term maturity. Only 

customer accounts that are deemed uncollectible at the balance sheet date are set up 

as allowance for bad debt.  
 

Revenue Recognition - Revenue from contracts with customers consist of product sales and 

other miscellaneous sales or transactions.  Sales revenue is recognized in accordance with 

industry practice which is when all the risks and benefits of ownership of products have 

been transferred to customers under executed sales agreements. Revenue from sales and 

other transactions are generally recognized at a point in time upon the sales transaction.  

Revenue is recognized using the five-step approach required by Accounting Standards 

Codification (ASC) Topic 606, as follows: 
 

1. Identification of the contract with a customer; 

2. Identification of the performance obligations in the contract; 

3. Determination of the transaction price; 

4. Allocation of the transaction price to the performance obligations in the contract; 

and 

5. Recognition of revenue when, or as, performance obligations are satisfied. 
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NOTE 2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 
 

Performance Obligations and Significant Judgements 

 

A performance obligation is a promise in a contract to transfer a distinct good or service to 

the customer.  A contract’s transaction price is allocated to each performance obligation 

identified in the arrangement based on the relative standalone selling price of each 

distinct good or service and recognized as revenue when, or as, the performance 

obligation is satisfied.  Sales and other transactions provide the customer with a particular 

good or bundle of goods and are considered a single performance obligation provided at 

a point in time upon the sale date. 

 

Contract Balances 

 

The timing of cash collections and revenue recognition can result in contract assets 

reported in the balance sheets.  Contract assets consist entirely of accounts receivable, 

which is recognized only to the extent that it is probable that the Company will collect 

substantially all of the consideration to which it is entitled to in exchange for the goods or 

services that will be or have been transferred.  At March 31, 2022 and 2021, there were no 

contract assets related to contracts with customers. 

 

Costs to Obtain a Contract 

 

The Company has elected the practical expedient available in ASC Subtopic 340-40, in 

which any incremental costs of obtaining a contract are recognized as an expense when 

incurred if the amortization period of the asset that would have been recognized is one 

year or less. 

 

Leases - The Company has operating leases for facilities expiring in 2024 and 2029.  The 

Company will amortize the total lease cost on a straight-line basis over the minimum lease 

term. 

 

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. 

 

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. 

 

Impairment of Long-Lived Assets - The Company reviews its long-lived assets for impairment 

whenever events or changes in circumstances 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, 2022. 

 



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

12 

 

NOTE 2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 
 

Advertising Expense - Advertising costs, included in selling expenses, are expensed as 

incurred. 

 

Use of Estimates - The preparation of consolidated financial statements in accordance with 

accounting principles generally accepted in the United States of America requires 

management to make estimates and assumptions that affected the reported amounts of 

assets and liabilities and the 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 accounting estimates made by the Company 

relates to allowances for doubtful accounts, impairment of long-lived assets and useful lives 

of intangibles.  Actual results could differ from those estimates. 

 

Recent Accounting Pronouncements - The Financial Accounting Standards Board (FASB) 

issued Accounting Standards Update (ASU) 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 AU are effective for consolidated financial statements 

issued for annual periods beginning after December 15, 2021, 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.   

 

Reclassification of Prior Year Presentation - Certain prior year amounts have been 

reclassified for consistency with the current period presentation.  These reclassifications had 

no effect on the reported net income except for the restatement discussed in Note 13.   

 

 

NOTE 3. INCOME TAXES 
 

The Company accounts for income taxes under the asset and liability method, which 

requires the recognition of deferred tax assets and liabilities for the expected future tax 

consequences of events that have been included in the consolidated financial 

statements.  Under this method, deferred tax assets and liabilities are determined based on 

the differences between the consolidated financial statements and tax basis of assets and 

liabilities using enacted tax rates in effect for the year in which the differences are 

expected to reverse.  The effect of a change in tax rates on deferred tax assets and 

liabilities is recognized in income in the period that includes the enactment date.   

 

The Company records net deferred tax assets to the extent it believes these assets will more 

likely than not be realized.  In making such determination, the Company considers all 

available positive and negative evidence, including future reversals of existing taxable 

temporary differences, projected future taxable income, tax planning strategies, and 

recent financial operations.  In the event the Company were to determine that it would be 

able to realize its deferred income tax assets in the future in excess of its net recorded 

amount, the Company would make an adjustment to the valuation allowance which 

would reduce the provision for income taxes. 
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NOTE 3. INCOME TAXES (CONTINUED) 
 

The Company accounts for tax benefits from an uncertain tax position taken or expected 

to be taken only if it is “more likely than not” that the position is sustainable upon tax 

authority examination, based on its technical merits.  The tax benefit of a qualifying position 

under this guidance would equal the largest amount of tax benefit that is greater than 50% 

likely of being realized upon settlement with a taxing authority having full knowledge of all 

the relevant information.  A liability is established in the consolidated financial statements 

to the extent a current benefit has been recognized on a tax return for matters that are 

considered contingent upon the outcome of an uncertain tax position.  In the opinion of 

management, the Company has no uncertain tax positions.  The Company’s policy is to 

recognize interest and penalties on recognized tax benefits in income tax expense, if any, 

in the consolidated income statements. 

 

 

NOTE 4. DEFERRED TAXES 
 

Significant components of the Company’s deferred tax assets and liabilities at March 31, 

2022 are as follows: 

 
Amount

Deferred tax asssets (liabilities)

Net operating loss carryovers 99,201$        

Goodwill and other intangibles (97,130)         

Property, equipment, and capital leases (1,266,569)    

Accruals and reserves not currently deductible 66,070          

Capitalized inventory costs 209,707        

Allowance for bad debt 95,856          

Net deferred tax assets (liabilities) (892,865)$     

 
 

NOTE 5. PROPPERTY AND EQUIPMENT 
 

Property and equipment consist of the following at March 31, 2022 and 2021: 

 
2022 2021

Land 62,080$          62,080$          

Building and improvements 11,003,585      10,569,804      

Machinery and equipment 8,184,455        6,588,297        

Furniture and fixtures 63,635            63,635            

Vehicles 94,546            94,546            

19,408,301      17,378,362      

Accumulated depreciation (3,603,815)      (2,712,921)      

Total property, plant, and equipment, net 15,804,486$    14,665,441$    

 
Depreciation expense for the years ended March 31, 2022 and 2021 was $890,894 and 

$768,006, respectively. 
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NOTE 6. GOODWILL AND INTANGIBLES 
 

Goodwill and intangibles consist of the following at March 31, 2022: 

 
Goodwill Intangibles

Balance - March 31, 2021 4,517,141$      2,275,000$      
Accumulated amortization and adjustment (3,588,590)      -                  

Balance - March 31, 2022 928,551$         2,275,000$      
 

 

As of March 31, 2019, the Company had received a settlement agreement with the 

original sellers, whereby, the Company received cash of $4,000,182 towards the original 

purchase price and hence the original Goodwill was adjusted by the same amount as of 

March 31, 2019. This amount totaled $4,517,141 and is being amortized over 10 years. 

Amortization expense for the years ended March 31, 2022 and 2021 were $271,104 and 

$271,464, respectively.  

 

The Company acquired transferable marketing rights of various patent products from a 

third party for an aggregate amount of $1,925,000. On July 31, 2018, the Company 

purchased an intangible asset in the amount of $350,000 as an Abbreviated New Drug 

Application (ANDA) and laboratories.  Management has determined that as of March 31, 

2022 and 2021, respectively, the intangibles were not impaired. 

 

 

NOTE 7. DEBT 
 

As of March 31, 2022, the Company has an outstanding balance on a line of credit of 

$4,621,567 with the Bank of Baroda in India.  The total line of credit available through this 

agreement is $7,000,000.  The interest rate is the 3 Months LIBOR rate + 250 basis points, 

which equated to 2.758% as of March 31, 2022.  The loan is secured by the land and 

building located at 7 Michael Avenue in Farmingdale, New York, as well as by all property 

and equipment owned by Marksans Pharma Inc. and its subsidiaries Time Cap Laboratories 

Inc. and Marksans Realty LLC and Custom Coating Inc. 

 

 

NOTE 8. CONCENTRATION 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 - As of March 31, 2022 and 2021, five customers accounted for 

approximately 64.3% and 53.5%, respectively, of total accounts receivable.  Revenues from 

these customers were approximately 58.5% and 54%, respectively, of total revenues. 
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NOTE 9. REVENUE FROM CONTRACTS WITH CUSTOMERS 

 
Disaggregation of Revenue from Contracts with Customers 

 

The following table disaggregates the Company’s revenue based on the timing of 

satisfaction of performance obligations for the years ended March 31, 2022 and 2021. 

 
2022 2021

Performance obligations satisfied at a point in time

Goods and services 89,663,633$    77,530,344$    

Other revenue *

Sales return and allowances (5,272,007)      (6,513,564)      

Miscellaneous income 926,178          -                  

Balance - March 31, 2022 85,317,804$    71,016,780$    

 
*Due to the nature of these revenue streams, these items are excluded from required 

disaggregation under ASC Topic 606. They are included here to provide a reconciliation to 

total revenue reported in the consolidated statements of income.  
 
The nature of the Company’s operations does not typically give rise to variable 

consideration.  When variable consideration arises, estimated amounts are included in the 

transaction price to the extent it is probable that a significant reversal of cumulative 

revenue recognized will not occur when the uncertainty associated with the variable 

consideration is resolved.  Estimates of variable consideration are estimated based upon 

historical experience with customers and comparable projects as well as known trends 

within the Company and its industry. 

 

Contract Balances 

 

All of the Company’s contract assets are considered accounts receivable and are 

included within the trade accounts receivable balance in the consolidated balance 

sheets. The Company has no contract liabilities. Balances in these accounts as of the 

beginning and end of the years ended March 31, 2022 and 2021 are as follows. 

 
2022 2021 2020

Accounts receivable, net 22,291,822$    15,745,861$    13,774,016$   

 

NOTE 10. LEASE COMMITMENTS 
 

The Company leases office space located in Hauppauge, New York, under a non-

cancelable operating lease which expired in 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 $12,473 and $12,063, respectively, for the years ended March 31, 2022 and 

2021, respectively. 
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NOTE 10. LEASE COMMITMENTS (CONTINUED) 
 

The Company entered into a non-cancelable operating lease in March 2017 for 

warehouse space located in Hicksville, NY. The lease commenced upon completion of 

various improvements as stipulated by the lease agreement and will expire on the last day 

of the calendar month of the eighty-seven-month anniversary since the commencement 

date.  The Company also entered into a ten year non-cancelable operating lease in July 

2019 for warehouse space located in Melville, NY. The lease will expire on the last day of 

the calendar month of the one-hundred-twentieth month anniversary since the 

commencement date.  Rent expense for the years ended March 31, 2022 and 2021 was 

$1,231,521 and $819,967, respectively.  

 

Future minimum rental payments required under the above non-cancelable operating 

leases at March 31, 2022 are as follows: 

 
Years Ending March 31,

2023 1,188,107$     

2024 907,834          

2025 857,668          

2026 804,265          

2027 810,164          

Thereafter 1,896,514       

Total 6,464,552$     

 
The Company entered into a cancelable sublease agreement for the Hicksville property on 

August 11, 2020.  This agreement is for a forty-six-month period, ending on June 29, 2024. 

 

 

NOTE 11. RETIREMENT PLAN 
 

The Company has a defined contribution retirement plan covering all employees with over 

60 days of continuous service. Participants are allowed to contribute up to the Federal 

maximum to this plan each year, which is $20,500 for 2022 and was $19,500 for 2021.  The 

Company does not make any matching contributions to the plan.   

 

 

NOTE 12. LITIGATION CONTINGENCIES 
 

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.  
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NOTE 13. RESTATEMENT 
 

Retained earnings at the beginning of 2022 have been adjusted for certain deferred tax 

liabilities not being accrued as required under ASC 740 of U.S. GAAP. The correction has no 

effect on the results of the current year’s activities; however, the cumulative effect 

decreases beginning retained earnings for 2022 by $1,046,982. Had the error not occurred, 

net income for 2021 would have been decreased by $1,046,982. Accordingly, the 

Company restated its results for the year ended March 31, 2021.  

 

 

NOTE 14. SIGNIFICANT UNCERTAINTIES 
 

In January 2020, the World Health Organization (WHO), announced a global health 

emergency because of a new strain of coronavirus (the COVID-19 outbreak) and the risks 

to the international community as the virus spreads globally beyond its point of origin.  In 

March 2020, the WHO classified the COVID-19 outbreak as pandemic, based on the rapid 

increase in exposure globally.  

 

The years 2022 and 2021 have been challenging due to COVID-19 with disruption to the 

supply chains from India and China being impacted. The demand for cough and cold  

products dropped significantly due to the lockdown impacting sales and production.  

Increased demand for number of prescription and OTC products due to COVID-19 more 

than offset the shortfall and resulted in overall higher turnover. Overall business at the 

Company has not been negatively impacted by COVID-19. The full impact of COVID-19 

outbreak continues to evolve as of the date of this report. 

 

 

NOTE 15.  SUBSEQUENT EVENTS  
 

Subsequent events have been evaluated through May 23, 2022, which is the date the 

consolidated financial statements were available to be issued.  This review and evaluation 

revealed no material event or transaction which would require an adjustment to or 

disclosure in the accompanying consolidated financial statements. 

 

 


































