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“Audit Engagement

By resolution of the.shareholder’s meeting of 20-;Ju1y52'o.16- c_jf

Hormosan Pharma GmbH
Frankfurt/ Maln, Germany

- héfeinéft_ei*fgf_érr’ed to as “Hormosan” or “Corr_l_p-‘_any-”: -
‘we were elected as independent auditors for the ﬁna_nci'a'__z_l year 2016/17. 'B'ased on this r_e_s'o‘lut{o.n,'
‘the legal representatives engaged us to conduct an audit.of the financial statements for the 'ﬁn’a_njci_ai

year 2016/17 inl accordance with Séc. 317 of the German Commercial Code (HGB).

In accordance with Sec. 321 Para. 4a German Commercial Céde (HGB) we confirmi that our audit
was conducted in compliance with the applicable. regulations oh independence.

Our leng-form audit report-was prepared in accordance with German Generally Accepted Standards

for the Issuance of Long-form Audit Reports for the Audits of Financial Statements promulgated by |

'_tﬁe Institute of Public Auditofs in Geérmany- (IDW) - Auditing Standard IDW PS 450,

The scoﬁé' of the engagement and our responsibilities. théreunder, also towards third parties, are
governed by our agreement dated 3/30. March 2017. and additi‘onélly by the enclosed “Gehe'rél En- '
"gagement Terms for Wirtschaftspriifer and. WrrtschaftsprufungsgeseiIschaften (German Pubhc Audi- '-.
" tors and German Public Audit Firms)” as of 1 January { 1_’]; : '

the. Company andfor o other purpose. In aceor

of the German Commerdial Code (HGB) we do ot accept or

2 - Generaf Conclusions

21  Comments on M’a'ﬁageiﬂent’.s assessment of the Conpany’s po"sfiti_o_ﬁ

‘We draw attention to the following aspects.of the financial statements; the management report as

well as other audited documents ‘which are of particular relevance in assessing of the economic

'positlon of the Company: -
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Sales revenues. of Hormﬁsa'n at EUR 28.0 million are higher than the previous year's. level

©(EUR 21.1 million).

“The ircrease is due to thiree developments: Nine new products were launched on the markét and the
Sumatrlﬁtan Pen was deliverable again after six months -of inability to supply .(sales increase of

EUR 3. O mllhon) Sales of the so-called Temmler products rose by EUR 2.3 mllhon Asa- result of the:
lmplementatlon of the Accounting Ditective Implementatton Act (Bl!RUG), selected items amountmg

to EUR 1. 6: mllhon have been reclassiFed from other operatmg mcom to revenues in 2016, with the

previous year's figures not belng amended (selected items of EUR 1. 4 ml”!On)

o . A net profit for the yeéar arhoun'ted 't’o EUR 2.2 million'-_(prior year: EUR 0.5 'millio'n)_.

The cost of materials rose from EUR 11.8 million to EUR 14.0 million in line with the devél'opment in
sales revenues. However, the material usage rate has falleri from 56 % to 49.8 %, so that the gross
profit could be increased from EUR 1.0.8 million to EUR 14.2 rnilliori: As a result, the net profit for the
year could be increased SIgmﬁcantly. :

« Total assefs" amounted to EUR-17.6 million and was Iower than the' fevét of the prevnous year
(EUR 18.1 ‘mnlhon after adJustung for the capital deficit).

While inventories rose _by EUR'Z.-4 million to EUR 7.7 million, cash and cash equivalerits decreased
by EUR 2.6 million to EUR 1.8 miﬁion Cn the liabllities side, liabilities decreased by EUR 2.3 million
to EUR 12.8 million. Shareholders equity amounts to EUR 0.4 million (prlor year: capltal deﬁcnt of
EUR 1 8 million). The equity ratio amounts to 2.2 % (prior year: negatlve)

. Th:e opérating cash flow is positive.
. :Fix'e_d_ asset Inv_é_stment

EUR 1 S rmlhon (prior year: EUR 0.7 mnlhon) was lnvested In mtangrbte assets,r'ma"' \y in drug ap-
provals. An amount of 40.8 % .of‘the Investment is ﬂnanced by equ:ty and long.- Aq1e

« Qutlook fdf-'th.e_2017/-2'018 financial year

Management ‘expects sales revenues of EUR 36. 7 m|ll|on and a net proflt f'or the year of EUR 3.9 mil~

lion for the coming financial year

In conclusion, in accordance with section 321 paia. 1 senténce 2 of the Commercial Cbci_e (HGB), we
state that we regard _the legal representatives’ assessment of the Company’s, position as justifiable;
this appl'ies in particular to the assumption concerning the appropriateness of the golng concern basis
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for the financial statements and the assessment of the Company s future development as reflected
in the financial statements and management report : :

In add;tron, we. would like to refer to the comments on the. overall assert:ons on the Annual Fina ncnal,

' Statements ‘of the Company m Section 5.2 of éur report as well as on the reporting in section’ 2 2. '
. below ' :

22 Facts e-ﬁaange‘r;in‘g the development of the Company as'a going concern.

In accordance with Sec:’ 321 para. 1 sentence 3 of- the German Commercnal Code (HGB), we report
on facts which may threaten the contmued exastence of the. Company

As at 31 March 2017, the Company reported lquId assets of. EUR 1.8 mllllon and trade recelvables
of EUR 3.6 million and short—term habilltxes of EUR 11.6 mllhon

The shareholder Lupin Holdings B.V., Ams’terdam, Netherlands, has issued a fetter of sup_port:dated '

1 April 2017. Herewith, Lupin Holdings B.V. is irrevocably committed until :31 March 2018 to equip
Hormosan with cashon request, so'that the Hormosan can fulfil its payiiént.obligations.
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'3 . . Reproduction of the Independent Auditor’s Opinion -

We issued the followung unquahfed mdependent audrtors opmnon, signed on 28 April 2017 on the

. ﬁnancial statements and management report of Hormosan Pharma GmbH Frankfurt/Mam, Germany,-

for the ﬁnandal year 2016/17 as set out in Append(x 1

“[Independent] Audltor s Oplmon

We have audited the. annual financial st 1e 'ts_ -~ compns‘l,n ] th ic€ sheet,:the prof'“t and loss

account and the. notes to the ﬁnancial sta ments — together wuth the. bookkeepmg system and man-_
agement report ‘of Hormosan Pharma GmbH Frankfurt/Maln, Germany, for the ﬁnancnal year from
1 Aprit 2016 to 31 March 2017. The’ malntenance of the. books and records

the annuai fmancual statements and management report in accordance wuth German commercual Iaw

a’ the preparatlon of

are the responsxblhty of the Company's legal representatlves Our responsnbmty is to express an -
opinjon on the annual financial statements, together thh the bookkeepmg system and management
report ‘based on our audit.

We conducted our audit of the annual ﬂnancnal statements in accordance with Sec. 317 HGB ("Ger-
man Commercxal .Code") ard German generally agcepted standards or-the audit of financial state-

ments promulgated by the Instltut der ertschaftsprufer. Those andards require that we plan and

perform the audit such that mlsstatem _'__ts materially affecting .the presentation: of the riet assets,

financial posvtion and results of operatlons in'the annual ﬂnanctal stg ements and management report .

in accerdance. w:th German prmCIples of: proper account!ng are detected with reasonab!e assurance..
Knowiedge G 'the busmess actxvmes and the economfc and Iegai enwronment of the Comp Ny &

Ol audit has not-led to any res'erv_a'_t_ions; o

In our oplnion, based on the ﬁndings of our aud(t the annual*_f‘nancral statements of Hormosan
Pharma GmbH, Frankfurt/Mam, Germany, comply with legal reqwrements and give a true and fair
v:ew of the net assets, financial nosnt:on and results of operations’ of the co ompany in accorgance with
Germian pnnmples of proper accounting. The management. report is '-ons istent with the e annuai finan-

' - cial statemnerits-and as a whole provides an appropriate : vaew of the company’s pos:tion and appro-

pnately presents the opportunities and risks of future development -




‘Deloftte GmbH

:‘ @@E@i%&@a ‘. .7 : - K wirtschaftsprifungsgesellschaft

4 _ Subject, Nature and Scope of the Audit _

su‘aj‘ea of the Audit

- SUbJect of ouf gudit was -

. .The accountlng records |
“the annual ﬂnanctal statements (comprising balance sheet proFt and loss account as well as"

: notes to £
. the management report
of the Company

The Company’s Ma'nagement is"'résponsiﬁie for the boo‘kkeeping' and the preparati’on of the annual
financial statemients in aCco_rdancefw‘ith'the German regulations under commercial law. This also
a'p‘plie's to the information. 'Whi’chwas p'ro'uided to us concerning these documents. Our ré'spo'ris'ibility
is to -assess these documents and this information within the scope:of our audit in accordance with

professwnal standards

Audltlng the compllance with other regulations is covered by the scope of the audlt of the ﬁnancual
statements only to the extent that these norma(ly |mpact the annual ﬁnanc:al statements or the

management report

* Nature and Scope of the Audlt

Startmg point for our audlt was the prlor years financijal statemeénts audrted ‘by us and given an
unquahﬂed auditor’s oplmon dated 6. May 2016 these financial statements were approved on 20 July
2016,

. We Conducted the ,audlt w’th 'te F ruptlons in the months of Novermber to December 2016 (iriterim =

. Commerclal.Cod o 0
sued by the nsti u; der'

4 Our audlt was perfcrmed ln accor‘dance Wlth Sec. 317 of the ‘Ger
comphance w!th ‘the German generally accepted audltmg 'standar_
W:rtschaftspr _er‘ _ '

Srientated audit of financial
violatIOns- of account~

According to Sec. 317 ofthe German CommerciaI'Code (HGB}, aproblem
statements must be of sufficient scope to ensure that material inaccuracies any
_ ing rules are identified with suffi clent assurance In order to meet these requirements ‘we apply our

risk and proceSs~onentated audxt approach this approach is applied by means of- our Engagement
Management System (EMS) -auditing, software It supports the planning, perfofmance and documen-
tation of the audit of Fnancral statements.
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According to Sec. 317 (4a) of the Ger‘m'an Commiercial Cdde {(HGB), an appropriate audit of financial
statements does not include whether the existence as a ‘going concern of the entity- audlted or the

economy, efficiency ‘and eﬁectlveness of operations can be assured

Within the scope of our audit planning, we gathered information on the busingss activity, the eco- -
romic and. legal environment of the Company as well as its ac_"_ 'untlng system, performed an ana-
lytlcal review.of the annual ﬁnanc«a! statements afid mspected the Articles of Association.and share--
 Holder reso!utlons The audit strategy was determmed by us based on the results of this mformatmn o
" and reviews and evaluations of possrble m:sstatements The Company s system of mternal account—
- ing controis ‘was examlned by us to the extent we consrdered necessary to evaluate the system as
required. by generally accepted accounting- prmcrples our. audit of the- Fnancual statements: dld not
cover, the system of internal accounting centrols taken as a whole. i

we have examined the relevant control procedures of the company for adequacy'and,:where-appro—
priate, effectiveness in accordance with our audit plan. We were-able to reduce our Stat.ément-based
. auditing activities (an‘alytical_a'udits' and individual case Studies of'.s'elected transactions and portfo-
lios), insofar as these controls were considered to be effective. In all other cases, we did not carry
out the assessment related audit i an unreduced manner accordmg to our risk assessment. In in-
dividua!l case studies, we have obtamed evidenceina dellberate selection or with the help of sampling

procedures.

The following areas were thé foéus of our audit:

« Evidence of and cut-off of sales revenues,

« Valuation of inventories, -

. -Valuatlon of trade recelvables, and

. ,-Valuatlon and completeness of provisions and accruals.

ssess whether the Companys accounting functlon comphe h German' p'r'irjc'ip es ef'prober
- unting we obtained an understandmg of ‘th o_rgamsation 'o_ he aecounting funéfi'dn, and per?
" formed an evaluation of the. operating effectlve ;  implementation of relevait ‘coritiols,
'“._"espec1ally with regard to material control measures |mplemented W|thm the accounting function.

The Company. canducts stocktaking '.of:-invgntbri_efs_ by way of a perpetual inventory system and a|$o_
an annual count at the year end. We have observed at selected inventory counts. In addition, we
] examined whether the stock records meet the requirements for the permanent inventory method.

&
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‘Within the framework of-our audit'of trade receivables and payable:S bank balances-and provisions,

we obtaired balance conﬁrmat:ons from selected customers and supphers all banks, selected law-
yers and the tax adv;sor of the Company to substantiate assets, nghts and oblzgahons of the Com-

Pa ny.

We apprans:ed statements in the management report relatmg ta the future for crednbn ;ty, ln the hght' '

" of the lnformatlon contained in the financial statements, and for consrstency wlth the know!edge we

' gamed durlng our audit.

|etter of representat:on .on-28 -Apnl 2-0_17.--Th_e Ietter of represen_t_atlon_ as_sured us, in particular, that
all transactions-and events required to' be recorded ln'the_-bo_o,k‘_s' ha“__d‘_bee_n so recorded and that the
financial statements given to us for audit reflected all assets, ligbilities (obligations and risks), ac-
cruals and deferrals required to be intiuded therein, and all expenses and revenues and all other

-required information;

‘5 Findings and Commentary regarding the Financial Reporting
51 ' Propriety of the financial repdrtiz‘,\_gj
5.1.1  Accounting records and other audited docurﬁéﬁi‘_é oo

The accourniting r’eco'rds"-a're in ‘accor'dance with étatutdry‘ requirem'ent‘§ including German. pririciples
of praoper accountmg rhe |nformatron obtalnable from the other documents audited is appropnately
reflected in the accountmg records, Fnanc:al statements and management report. :

) _.-5‘_1.2 _ F’inane:i'al:s'tatehiéhts

Notes have been comphed with, The detaxls of the tota\ rem_ ratlon of management have notbeen '
dlsc|osed which is permissibie through the appllcatlon of Sec. 286 para 4 of the German Commerdial

Code (HGB).
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5.1.3 Management Report

The management report for the financial year 2016/17 is attached to this report as Appendix 1.1.

Our audit work indicates that the management report is conSIstent with the financial statements and
the findings of our audit, and’ as a whole provides a suttable vlew of the position of the Company
The significant: opportumtles and, nsks of future development are presented suitably. The. dlsclosures
requured by Sec. 289 Para. 2 and 3 of the German Commercial Code (HGB) are complete and appro~
prlate ’

5.2 Overall assettion from the Annual Financial S't:até'me'hts
5.2.1 Observations to the overall assertion from the Annual Financial Statéments

The annual financial statements taken as a whole, j.e, the combined preséntation of balance sheet,
profit and loss account and notes to the financial staternents, present, in compliance with generally
accepted accounting principles, a true and fair view of . the Company’s net assets, fmancxal posutxon _
and results’ of operatlons

5.2.2 Explanatory Notes to the overall financial statemen_.t ptresentation
Significant valuation bases are presented below.

Provasnons for rebates to health insurance companies

Pharmaceutical companies sell their drugs to pharmacéutical wholesalers and pharmaCJes at the list
price, with the appropriate reveriue recognition. In so—calle__d_-r_ebate agreements_, the statutory health

" insufance companies can arrange special rates with one_or:m'ore suppliers for.an active ingredient.

The pharmacies are then alloWed to dispense only those- broducts that are SDec'iﬁed in the rebate
agréement of the respectnve health insurance company to ‘the insured person. Drug compames are
selected through public tenders for md:vudual drugs that receaved the supplements for their products
euther excluslvely orina multi partner model for a L ‘m of twa years.

return -for belng ‘the excluswe supplier to the health insurance compames. At the pharmacy, the;_
patient with ah appropnate prescnptmn from the doctor does not receive the drug of the manufac—
turer whe is named on the prescription, but a drug from one of the manufacturers.who have a
discount agreement with the health insurance company of the patient. The drug needs to have the -
same active ingredients, the same pharmaceutical form, dosages and package size. The pharmacies
are obllged by the no substitution (*Aut-idem”) rule to make a substitution of prescnbed medjcation
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in favour of the 'rebated_ medicines. This shall only not apply if the physician has prohibited the

-exchahge by ticking'the “aut idem field” on the prescription.

The rebates are due at the tlme of delivery of the drug by the pharmacy to the pat«ent As at the

- tlme of ‘sale of the drug by Hormosan to wholesalers or pharmacy neither the tl g e ‘the quantity

o wnth the health insurance compames, sa!es and volu 'e reports : _f’INSIGHT Health GmbH & Co. KG

(healthcare information provrders) and the reahsed revenues and rebate ‘credit notes in the financial
yedr. The dnscounts -are often invoiced by the health lnsurance companles several months after the _

release of data by the mformatmn ‘provider.

Hormosan has set up provnsaons amounting to EUR 1.7 mllllon as-at 31 March 2017 for rebates pay-
able to health insurance companies (prior year: EUR-3.1 million).
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Analysis of the net assets, finaheia[ position and.reéu.lts of operations

5.3
. Multi-year summary

2016/17 2015/16. - 201'4/15 2013/14°

' Sales revenue : © . - EUR'000 28,038 21,143 . 12,979 ¢ . 8,880
. -Opérating performance . | " ¢ EUR '000° . 28,165 22,621 13485 - 9,87
© Material costs CEUR'000 .. 13,962 11,841 i

rial mtens:ty s . R S .
daterial cost/operating performance) % : © 49, 6 .- 523 - 58,9
Personnel expenses ‘ EUR 000 \ __ 4 712_ 3,986 . 3,273

Personnel intensity
( = Personnel expenses/operating

performance) % o 167 . 176 - - 243 264"
Employee numbers (§ 267 para. 5 HGB)  No. _ . 59 T s 38 30
Sales revenue per employee. . EUR ‘000 . 475 378 3_42 296
EBITDA ‘ EUR ‘000 2,958 1,053 -1,906 .  -2,303
EBIT ' EUR '000 : 2,527 648 -2,268 2,657
Nét profit (loss) for the year EUR 000 : 2,226 481 2,578 * -2,755
Intanglble fixed assets EUR'000 © 3,130 2,978 2,607 = 2,576
Fixed assets, EUR 000 - 4,024 3,845 - 3,474 3,465
Capital deficit (~)/Equity (+) EUR "000 : 391 -1,834 -2,316 . 262
Lorg-term extérnal finding EUR '000 S 250 . 1,747 1,856 806
Balarice: sheet total/Total absets (excluding P o _ IR
capital deficit) EUR '000 17,578 . 18,109 10,729 10,366
Equit‘y ratio, ' % R ' . 22 . négative _ hegatiye 2.5
Fixed asset coverage : % o 408 . ' -3.0°. " -13.2 30.8

. --Gretﬁt lines

) There Is a line, of credlt amountmg‘ 0. KEUR: 500 at Deutsche Bank AG branch Gerini
B _Frankfurt/Mam, Germany, ‘was not: utuhsed as at 31 March 2017. The credit facil‘lty

- for the purpose of covermg the short te"m heeds in the context of cash manage'
by the bank. Furthermore, there 4s a second line of" credlt amountmg to kEUR 7 500 w lCh was
utilised up to an amount of KEUR 7, 220 as at 31. March 2017 ) : '

10
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6 . __ Concluding Remark

The abave long-form report on our audit of the financial stateméhfs:_bffﬁprmosan ‘Pharma’ GmbH,
Frankfurt/Main, Germany, for the financial year 2016/17 comp_l_ies'w_i:{h';he légal regulations and the
" Gertman generally. accepted standards for the issuance of Io_hg‘»-fb_rrﬁ'audi:t' -repf._'qrjtg'—fdr the audits of -
financial statements promulgated by the Institute of Public Auditors in Gé__rm"a’ﬁy (IDW) ~ Auditing
Standard IDW PS 450. ' o D -

Concerning the unqualified independent auditors’ opifiion fssued by us we refér to Section 3 “Repro- B
duction of the Independent Auditors’ Opinion”. : '

Frankfurt am Main, Germany, 28 April 2017

Deloitte GmbH
Wirtschaftspriifungsgesellschaft

‘slgned signed

- (Ludwig) o “(Wiesner)
Wittschaftspriffer Wirtschaftspriifer :
‘fGerman Public Auditor] [German. Public Auditor]

- o thie lorig-form ‘audit report Fepiresents
a lagally non-binding coby. Legally binding is-only the
delivered signed and bound printed réport! '

For publication or issuing to third parties of the annual financial statements and/or the management report in a
- form other than the version on ‘which our independert auditors’ repart has béen issued, or for translation into
_pthe_r languages our renewed representation is required, if our independent-auditors'report is quoted or réference
Is made to our audit of the annual financial statements in this context; in this respect we draw attention to the

regulations under Sec. 328 of the German Commerclal Code (HGBJ.

11
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osan Pharma GmbH, Frankfurt am Main, Germany

nggement Report for the fihancial year from 1. April 2016 to 31. March 2017

General mdustry development

. The German pharmaceutrcal market grew in the 2016: calendar year by approx1mately 4.0% in sales to'
EUR 39.5 billion, with sales of individual units deoreasmg by 1.7%: The: generics market in 2016
-achieved EUR6.81 billion (+ 2.4% compared to: 2015) (iMs Database) Similar growth rates are also
~ expected in 2017. After a négative: de\(elopment in 2015, the global pharmaceutlcal market grew by
4:8% in 2016. In the following years t0-2022 aVerage growth rates of over 8% are predtcted annuatly :
(Evaluate: World Prevrew 2016 Qutlook tor 2022) ' N .

2. ', ' Genera! busmess development of Hormosan Pharma GmbH

Hormosan Pharma GmbH has been present in the German ‘market as a pharmaceutlcal companyf L

since 1968. Since mid-2008, after the takeover by the. Lupm Group, it operates as a German

" subsidiary of Lupin Holdmgs B.V. with its -head office in Amsterdam In. tum Lupin Holdings B.V.isa

subsidiary of Lupin Lid. with its head ‘office in Mumbai (lndla)

Lupln Ltd. is an mternattonal pharmaceutlcal company with a wide range of generic. and- patented
pharmaceutical forms and substances: The- Group companies are particularly speC|ahsed rn'the areas
of cardiovascular, diabetes, asthma, paedlatncs neurology, gastroenterology, infection and pain. th
addltlon the Lupin Group was able to secure a worldwide leadmg position in the field of tuberculos;s
and cephalosporm antibiotics. -

Hormosan Pharma is focused p”ma”‘y 0“ seliing Prescnptlon medxcmes whotesale to the:_'f S

.tor range Hiv- was added as'a’ Téw ocus for Hormosan Pharma In the p o
: mal- service lines with a total. of 31 extema[ sales representatlves were. employed by Hormosan
".'Pharma GmbH : . o

|
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: ﬁ eurrent reporting yéar was able to report an amount of EUR 28 0 m;lhon
" significant financial. performance lnd'cator g

’ were mcluded for the f rst tlme for the entire fmancral year and also ,t g
‘» sa!es staff prevrously hired from an external agency O "

* amounting to. EUR 0

Company Position

net profit for the year was increased to EUR 2.2 million {prior year: EUR 0.5 million), Investments
future. made in the previous year, such as the optimisation of the external services, contributed
he posmve ‘earnings performance. The financial position has improved to the pomt that ‘the.

company.no ' longer has negative equity.

3 f. Eammgs Posatron

.v Sales revenues “of Hormosan Pharma GmbH recorded an mcrease of‘30% compared to the. prevnous

fi nancxal year. The company generated revenues of EUR 21.1 miiliion i the prevxous year and for the
alés revenues are a

The net sales lncrease can be at'tnbuted malnly to three. developments Flrsﬂ' ri'*'nosan Pharma
GmbH product launches were responsrble for the sales growth, In the 2016/201?, f ancnal year nine
products were launched in the market and the Sumatnptan Pen was re-launched after 6 months of>
inability to-deliver. Together these accounted for sales reveriues of EUR 3.0 million. The second '
Iargest lmpact stems from the aforementioned full year effect of the acguisition of the pharmaceutlcal
division. .of Temmler Pharma GmbH. This product segment is responslble for net sales growth of -
EUR 2 3 mlllron The thll‘d effect is that as a result of the xmplementatton"sof the ACCountlng Dir ctives

revenues and other operatlng mcon e W|th the prewous years f gures Is. therefore'i!mrted

" Sihilar to the sales trend, the cost of materials have also tncreased The costs mcreased n the

2016/2017 financial year by 18% from EUR 11.8 million to EUR 14.0 million. This includes the cost of
purchased services (EUR 0. 6 mtllron) and is the result of changes in the recognmon of re-chai es
which"are included for the first time because of BuRUG “The percentage of matenal costs to net e

was reduced by 6 percentage pornts from 56% to 49 8% compared to the previous year. This can be

explamed by proportlonate ohanges in the product mix.

ln’otﬁ'er”exp‘e’ri“ses slight in‘cr‘eas’es’ over the previ’o'us year can be seen' parﬁcularly in pers

tillion (prlor year EUR'.1 0 mrlhon)

- Scheduled deprematlon on fi xed assets amounted to EUR 0; 4 mllhon as in the prev' ,jus year
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'therefore amounts to 2: 2% (pnor year negative).

: i3.2.. _Assets Position

The balance sheet total excludrng capitaf deficit has been reduced by EUR O 5 mllhon from EUR 18 1
‘million to EUR 47.6 million. This change is attributable almost exclusivély to cirrent assets (EUR 0.7
milliori) in which inventories rose by EUR 2.4 million, receivables and othér assets reduced by '
EUR 0.5 million and cash and cash equivalents srgnlﬂcantly reduced by EUR 2 6 miillion.

The decrease in the balance sheet total on the liability side is explalned pnmarrly by a decrease |n '
liabilities of EUR 2. 3 million, in particular to afﬂhated companies . (EUR 3.2 million), as ‘well-
increase in Irabrlrtres to credrt institutions of EUR 2 1 mrllron Euro and a decrease in other Irabrlrtles by

Euro 1.1 million.

~ Other provrsrons and accruats decreased compared with the prevrous year by | EUR 0 6 mrllxon ThlS is

primarily attributable. to the decrease in: -other provrsrons in the area of ' reb__atee fa: _he__att_h insurance
compames" In’ addltron atax provis on'of EUR 0.2 milfion is mcluded : S '

3:3. Fmancral Posrtron

Hormosan Pharma GmbH could honour its ﬁnanmal obllgatlons it the: 2016/2017 t' nancial year and
can utilise a sufficierit level of liquid reserves and available credit facilities. As, at the balance sheet
liquid funds amounted to EUR 1.8 million (prror year: EUR 4.4. miill ny date a credtt line of EUR 0.8
million which was . not. Jutilised. Short-term. bank loans were lncreased from EUR 5.2 million in. the
previous year to EUR 7.2 mlllron as at 31 ‘March 2017. As of 1 April 2017, the shareholder Lupln
Holdings B.V. Amsterdar, the. Netherlands issued a letter of support. Lupln Holdmgs B.V. hereby
undertakes to provide. Hormosan Pharma GmbH with liquid funds. until 31, March: 2018 at its first
request so that Hormosan Pharma GmbH can meet its due payment obhgattons : :

ted to EUR 1.5 mrlllon (prior year El

Investments in’ rntangrble assets am .
ts are financed to 40.8% by shareholder s equaty and 'ng-term

relate to dr rug approvals. The ﬁxed a

Equity amounted to EUR 0.4 mrllron (prror year: caprtal deflcrt of EUR'-‘t ‘:,13," n).”

Outlook

ﬁnancral year or are in the frnal phase of the rmplementat:on It 1s expected that the 2017/2018]

f'“”“C'af year will show & profit ur cuR 3.9 million.

' gAppendix 1.1/3
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he ptanned increase in sales revenues requires a goal orrented use of the available resources in the
“extemal sales service. A further expansion is currently not planned. Employee petformance-based
compensation systems (bonuses) exist in all areas, so that the relevant success potentials can be
- exploited. In addition, at the beginning of the new 2017/2018 financial year the external sales service
. will ‘be supplemented by two new:employees. The aim is to optimise the external sales service

“styuctures thereby creating the condmons for the care of the clinics and to lntensn’y the cooperatlon'
_ with the wholesale trade. .

The. expectatiOns' for 'the coming finaricial year assume & ¢ontinuation-and an extension ‘of the positive -
" trend from the current reporting year and therefore it'is expected that no further mcreases in debt for
o the operatronal area will be required in the 2017/201 8 fmancrat year i

5. oppartunit_ies' and Rifs'ké_- o
51. Opportumty Management

A continuous opportunlty management process wrthrn the company exists to: secure sustamable
business success. Basis for the use of the growth opportunities are :strategic succéss: factors securing
lasting success. Comprehensive product planning and licensor analysis are classed as- s19mflcant
strategrc SUCCEsSs factors The distribution structure js characterised by the lmplementatlon of a
reglonal externa! sales force. The qualified ‘staff has many. years of- experlence ‘in the field of-
pharmacy The strateglc decrsrons are integrated into the strategrc pollcy of the group

The main fmancral parameters of Hormosan Pharma GmbH mclude not’ onty strategrc and operative
targets but also key financial rndlcators The fmancral performancs indicators’ that are used by
Hormosan Pharma GmbH for operatlonal management mairly include net sales revenues and net
.profit for the year.

52.:- Risk Ma‘nagem”éht '

control nsks

. Fmancra! Rlsks

and f nancral ﬂexrbtlrty of Hormosan Pham'ta GmbH by ensurlng a' -suffit crent Ievel of llqwdlty
reserves and avantab\e credlt facxhtles,

A signifi cant sales growth and increase in- prot” tabrlrty in the future can ‘be assumed through

the significant expansion of the product ‘portfolio. The business. model of Hormosan Pharma

GmbH is based on a short-term collection of revenues so no Irqmdlty bottlenecks are expected

in the future. The future growih in sales is to be achieved by the permanent employees in both -

internal and external sales areas. No major new appointments are planned for-the new

finaricial year. The planned sales increases are based on the already” lmplemented personhél
" increases in the sales area. :
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There are default risks for with respect to trade receivables. The aceounts receivable. and the
‘age structure of these claims are analysed on a monthly basis in order to be able to initiate the
necessary collection measures. _

Regulatory Rrsks

The German pharmaceutical rnarket is exposed to interventions by the government-with the

' erm of reducing expenditure; - This' manlfests itself’ concretely at the level of manufacturer ’

. -rebatés; the extension of the tender - dctivities for generic products, and. by restnctmg the _
- e|,g;b1|rty of products and the formation of reference price groups Approximately 706% ofthe
'_' ‘generic’ drugs are’ subject to rebates and the profit margins . are consequently consrderably o
reduced. . These facts will continue to persist overall and- affect: the price formation and
indirectly also the volumes and thus significantly further restnct the market opportumtles ltis
éxpected that the election in Germany, which is. dug to take ‘place. durmg the 2017/2018
financial year, wrll not lead to any srgmﬁcant changes in health policy and market conditions. -

Product Portfolio Risks

In addrtlon to the regulatory rmpact medrcal Tesearch and development as well as the dally
findings on. active substances and products may also affect the saleabrhty of products. Thus,
there is always some risk that the current product portfollo must be. supplemented or
substltuted There are also rlsks in the development of products that can delay. the start of
marketing. Thls is. partrcularly true for companies such as. Hormosan Pharma GmbH; Wthh .
dlso rely on new products for sales growth. - s

Procurement Risk's

Hormosan Pharma GmbH was exposed in the past fingricial year for certaln preparations to
thie risk of supply shortages that have existed in part over somie months. This is due to the fact
that a change of supplier of medicinal. products is -not possnble in the shortt 'm‘l and Hormosan
Pharma GmbH in this respect is fully dependent on its. supplrers This risk: has dlready been
significantly reduced. The aim’i$ to continue this lmprovement in the. comlng fihancial year.
Further optimisation of. rnventones and a reductron in"the dependency on individiial suppllers

will. systematlcally counteract thls rlsk

: 'Changes in the procurement pnces of important: medlcmal products can also have ‘a srgntﬂcant
:effect on the earnlngs posltlo g _-of Hormosan Pharma GmbH. ,

- -:Personnel R(sks

ie expected in partlcular due to’ th"" ‘qualified staff and 'e': i

59 er_*_nploy\ es?-(p'rio'r_r_y r: 56) were employed

Appendix 1.1/ 5
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Compliarice Risks

4t is-the declared objective of: Hormosan Pharma GmbH to handie all bu__sine'ss processes
exclusively within the framework of the respective laws and regulations as well as:internal

' guldelmes Hormosan has therefore set up a compliance system which rs based on the

.applicable laws and checks-for adherence to themi. Each eémployee -attends regular training
-and is ‘informed about the exrstlng compllance guidelines; tailored to his / her respectlve area
of responsrbmty Hormosan is convinced that the compliance. system. has inade sufficient
provision for compliance with national and’ international rules: However, training and

_-compliance policies cannot fully ensure that employees do not. madvertently, hegligently or
| -deliberately violate laws, regulations, or internal polrcres Such:violations may interfere with
. mternal business processes and adversely affect the. fmanoral posmon

' Economlc Rlsks

‘Horimosan Pharma GmbH operates as a distributer in the domest:c phamaceutlcal market.

The pharmaceutical market is 6nly partially dependent on the overall - economy; it is driven
father by the factors of "dlsease development”, new therapeutlc approaches and the '

‘copstantly increasing cost pressure.

Currency Risks
A srgnlfcant foreign cumrency rrsk does not exist for Hormosan Pharma GmbH, as all the
relevant costs and income are transacted in Euros.

‘Appendix 1.1/ 6



'Other Info rrﬁation

‘Research and Development
ssan Pharma GmbH: is not involved in any development of its own products. The ‘expansion of
sroduct portfolio s based firstly on purchased licenses from third parties as licensors and secondly

n ‘products developed by Group companies: Finished developments are taken over when- they are -
lsiered or from approva!s already granted, :

* Branch Report
:Hofrhos:an Pharma GmbH does not have any branches.
 Frankfurt am Main, Germany, 28 April 2017

The Management Bgard of Hormosan Pharma GmbH

{Dr. Werner Schneider) {Anita Schlemeier)

("Tﬁiefry'-volle) (Dr. Sofia Mumtaz)

(Ramesh Swamiriathan)
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N

¢rnosan Pharma GmbH, Frankfurt am Main, Germany

Proﬁt and loss accoutit for the period fr_dm 1 April 2016 to 31 March 2017

R O

. Sales revenues
‘Other operating income
. Cost of materials _
a) Costof raw materials and supplies
and purchased gopds
b) Cost of purchased seivices
Gross profit
Pérsonnel expenses:
a) Wages and salaries

b). Social security-costs and costs for
pensions.and simiiar costs

Dépreciation / amortisation

on intangible and tangible fixed assets
Othér operating expénses

Earnings before interest and taxes
Other interes:_t and_éir:nilar income
ln(eres_,t-_ahé! snmllarexpenses

Taxes on :i_pjébme-and -_tze'_arn.ings -
Earni'ﬁg§~aﬁé} takes -

Othertaxes

st profit for the year

2016./ 2017 Prior year
EUR . EUR
28,038,434.32 21,142,778 53

127,149.31 1.478,585.21

- 13,366,758.08 11,841,372.68

69491462 0.00
14,203,910.92 10,779,991.06
408148564 .. - 3,505,798.37

630,045.28 480.580.40
4,711,53092 . '3,986,378.77
431,600.99 404.983.65

. ,533:986.77 5,740,946.88
| 2,526,763.24 647,681.76
1,741.75 1,633.84

© 119,544.52 © '163,909.10
17942100, 0.00
2,228,560.47. - 485,406.50
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Hormosan Pharma GmbH, Frankfurt/Mam, Germany

N O'T E § TO THE FINANCIAL STATEMENTS FOR THE FlNANClAL YEAR
FROIVI 1 APRIL 2016 TO 31 MARCH 2017

Gen'eral Information

The financial statements as at 31 March 2017 of Hormosan Pharma GmbH have beeni p spal
_ accordance with the provisions of the- German Commercial Code (HGB) applicable to medi m—srzed
* . corporations ‘and- the supplementary regulatrons of the Limited: Liability Companies Act .
" ‘Size-relatéd reliefs pursuant to Sec. 288 para: 2-of the German Commercial Code {(HGB): hav been .
' utilised. Hormosan Pharma GmbH. is registered with the District Court of Frankfurtam N S g
under the number HR B 8706 in the commercial register. :

2. Accounting and Valuation Principles : C

lntanglble assets acquired from third parties are stated at acquisition cost Iees sfraight line amortisa-
tion. The additions of intangible assets during the reporting period are amiortised pro rata according to
the linear method. chense ri ht } for drug approvals are amortised over 5 to 10 ) years.

=

Tangible assets are valued At acquusmon cost Iess deprematnon -over their individual useful hfe Low-
~ Value @ssets (costlng up to. EUR 410) are quy ‘depreciated in the year of acqmsmon |n accordancer_
. wrth Sec.B8 para. 2 of the Income Taxes Act (EStG)

) Movable and in '_vable fixed assets are generally deprecrated on a stralght line- basr "_"‘ 'hé‘_e_'c__oncimiéi'

“isefal Ilves are. as follows:

: ind fesidential buildifgs - - - - 12to 50 years”
letures fttmg_ and office equrpment : ) 3to 13 years S

Financial as-.'se"t's are valued at écddiéi’tiOn cost.

‘at the repoting, déte using the spof
 than orie year, the conversion is per

' Prepaid expenses and deferred charges. are those mcurred pnor to the balance sheet date but re-
iate to-a certaln time after this date. Lo : :

Deferred taxes are recoghised.on- drfferences between commercial and tax va}uatlon of assets, liabili-
ties and prepaid expenses, provided that these differences are expected to réverse again in later
years and arise from tax burdens’ or tax benefits, Loss carryforwards are taken into account ifisofar as
they tan be offset agamst taxable incorme within the next five years. In the measurement of deferred
taxes, the combmed income tax rate of 32 O% is taken as a basis. Fhls |ncludes corporation tax at
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5, o% and a solldarlty surcharge of 5.5% thereon and also includes trade tax at an average rate of
1%: After offsetting deferred tax assets and deferred tax-liabilities - as in the previous year - there
is a tax loss that is not recognised in the balance sheet and essentially resuits from valuation djffer-

ences for other provisions and from losses catried forwards.

Provrsmns and accruals have been set up for contingent liabilities taking into accourit. expected fu-
“ture: price "and cost increases. Provisions with a remaining term of more than.one year are discounted
accordlng to their remainirig term to maturity using the average market. mterest rate of the past seven
' _years as determrned by the Deutsche Bundesbank . )

Lrabllltres are stated at the settlement amount

" Foreign currency Habilities are translated at the rate on the transaction date. Liabilities wnth a maturl—
ty of up to orie yeéar are uniformly Eonverted at the reportrng date- usnng the spot exchange rate; In
respect to- llabllltles with ‘a maturity of more than one year, the conversion is perforivied as at the re-
porting date using the spot-exchange rate only when thig results in lower a higher liability value

3. Gh’ang.es in Presentation

“As a result of the Accounting Directive Implementation Act (BilRUG), the definition of revenue has
been extended so that in 2016, the selected items havée been recldssified from other operating income
to sales revenues. Had the comparatrve flgures for the prevrous year. also. been changed, then
kEUR 1,443 would have been reclassified from other operatmg income fo sales revenues.’

. Corresponding to this, selected items have been reclassified from other operatrng expenses to costs
for purchased seivices reported as part of cost of materials. If the previous year's statements had also

beéen changed, then kEUR 637 ‘would have been reclassﬁ” ed from other operatirig expenses to the

-cost of purchased services. :

The comparabrllty of sales revenues, other operatlng income and costs of purchased services which
" are reported as part ‘of cost of matenals and other operating expenses, is therefore limited.

In -additién, the subtotal "Profit from ordinary activities” of KEUR 485 in the pl'eVIOUS year has beén
eliminated in the profrt and loss account presentation as part of the: conversron ta BllRUG The subto-

tal "earnmgs after tax" has been added.
_.4. - .Not‘es't_o the Balance Sheet

L leed Assets

_ 'The development of fixed assets mcludmg htstorical cost and. accumu 2 ted depreclatlonlamortlsatlon is
i IHUStrated separately in the fixed assets’ deveIOpment schedule shown in the Annex to these Notes.

Receivables and Other Assets

In the previous year, other assets of kEUR 8 had.a remaining term of more than one year (31 March
2017: kKEUR 0). As in the previous vear, all receivables:and the remaining other assets have a remam-
ing term of-lgss than one year,

As in‘the prior year, receivables fromi affiliated companies include trade receivables.
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1er Provisions and Accruals

i _ _Liabilities

" The breakdowh of liabilities is Shown in the following table:

i.the',r pfovis’i,ons and accruals include provisions .for discounts fto health' insurance companies
“(KEUR 1,705; prior year; kEUR 3,081), provisions for refunds (kEUR 674;prior year: KEUR 318) and
‘personnel provisions (kELJ_R 527k; prior year: KEUR 521Kk).

4 | - . Remaining term >

: . : Total as at upto. -, "'more than more than

: 31.03.2017 - 1year 1 vear . 5years

] EUR EUR EUR EUR
Liabifities to credit institutions -7-?1-9z532<5'3 7._2119.632;.68 _ 0.00 . 0.00
(prior year) (6,153,368:48)  (4,686,355.74)  (311,423.82) - (155,588.92)
Trade payables | 761,639.36 | 761,639.36 0.00 0.00
(prior year) (1,799,739.16)  (1,799,739.16) {0.00) (0.00)
Liabilities due to the sharehoider 1,250,000.00 0.00 - 1:250,000.00 0.00
(prior year) (1,250,000.00) {0.00)" +(1,250,000.00) (0.00)
Liabilities due to affiliated companies 3,434,494.18 3.434,494.18 ' 0.00 0.00
(prior year) - (6682,06372)  (6:682,083:72)" © {0.00) (0:00)
Otrier liabilities 168,033.98  168,033.98 0.00 0.00
(prior year) 424437_5.31) (2443753D {0.00) (0.00) -
31.03.2017 12,833,80020  11,583,800.20 ° 1,250,000.00 0.00:
(31.03:2016) (15,128,546567)  (13412,533.93)  (1,561,423.82)  (155,588.92) -

Contingent. liabilities

There are no contingent liabilities..

" Othier liabilities ifcludle tax liabilifiés of KEUR 164 (prior year: KEUR 238).

The _I_i_'abiﬁtie’.s to tHe shareholder. are also fiabilities to affiliated companies and: relate to. loans. The
liabilities to affilisted companies are trade liabilities resulting from service and suppl

nsactions.
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mancnal obhgatrons

 total amount of other financial obhgatrons amounts to kEUR 540 and relates to Iease and rental
greements Thereof KEUR 251 are due within 1 year'and kEUR 289 between 2 to 3 years. -

Notes to the Profit and Les{sAc_ccunt :

Sales Revenues

R g ic drugs and were generated exclusrve
: frOm Group recharges and rents amountmg to kEUR 1 635 (prror year 'KEUR 0)

a Ot"h‘er opé'raﬁng Incotne

" Other operatmg income includes (non-perlod) booking out. of Irabmtles (kEUR 96; pnor year: kEUR 0)
afhd, in -addition in the previous. year;, income from Group: recharges and ‘rents - amounted to
KEUR 1,443. Income from currefcy translation amounted to KEUR 2 (prlor year KEUR 15).

Personnel Expenses’

_, The expenses for pensions am_bnnt_ed to kEUR16 (prior year: KEUR 11).

v

; :6‘tﬁer\.'(:§b'erating- Exp_enees

-_auvertrsmg amountmg to KEUR 1.071 (prror year: kKEUR 901) third- party SETVic s amounting to -
- -kEUR 827 (prror year kEUR 983) as well as consultrng fees amountmg.to kEU '-824 (prior year:

pnor years have been mcurred

~ Interest expenses

Interest expenses to affiliated comp 4

6. 'cherdi'sclosurj'efs. .

:_.Management

f:_Mr Dr Werner Schnerder untr| 06 02.2017 ali departments since 07.02.2017 Busmess Development
_*;._Mrs Anrta Schlemerer since 07.02.2017 all departments exctudmg Business Development

.-:.'Vir Ewan Ltvesey, until 28.08.2018, SVP - Corporate Development, Head of Legal & 00untry Manag-
Lupin Atlantis Holumge S.A., /_ug {Switzeriand) . :

Mr Threrry Volle, since 29,08, 2016 Presrdent EMEA Lupm Atlantrs Holdmgs S A Zug (Swrtzerland)
Mrs. Dr. Sofia Mumtaz Presrdent EPMG (Department: New Products & chensmg) Ltd., Pune (India)
Mr. _Ramesh Swammathan, President ~ Finance & Planning, Lupm Ltd., Mumbai (lndla)b

. Ap’rﬁéndix 14 /-4




e disclosuré of the total emoluments of mianagement has been ommitted in accordanice with
ec. 286 para. 4 of the German Commercnal Code (HGB) as only 2 persons receifved remuneration -
'frOm Hormosan. . _ _

Employees”
- The ¢ompany 5embloye‘d en"ra\;/e_i‘age 59 persons (prior year: 56).
_ A i _'itbi"'s'.:Fées '

Audutors total fees for the fi nancial year amounted to kEUR 72 (pnor year: kEUR 45) and relate to. . :
' audntserwces . ‘ R . : B

Signifi cant events after the balance sheet date

No events of parhcular sngmﬁcance have occurred after the end of the fi nanc;a! year ;which are not o
lncluded ln the profit and loss account or in the balance sheét. .

l'ﬁélﬁsibn_ in Consolidated Financial Stétéﬁiente‘

Hormosan Pharma GmbH IS lncluded in the consoltdated ﬂnanclal statements of Lupm Ltd Mumbas

'consohdated financial statements of ‘Lupin Ltd Are avat]able under wwwLupm com/annua!~ :
reports. php. .- o . . .

FrankfurtMain, Gemmany; 28 April 2017

The Management Board

(Thierry Vole) | " (Dr. Sofia Mumitaz)

(Ramesh Swaminathan)
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[Independent] Audltor s Oplmon

e have audited the annual financial statements - comprlsmg the balance sheet, the’ proflt and loss
count and the notes to the financiat statements - together with the bookkeeping system and man-
ment report of Hormosan. Pharma GmbH, Frankfurt/Main, Germany, for the Fnanc:a! year: from
April 2016 to 31 March 2017 The' maintenance of the books ahd records and the preparation of-
) the annual Fnancnal statements and managément report in accordanceé wnth German commerclal law
- are the responsmlllty of the Company’'s legal representatlves Our respon5|b|hty is to express an

“apinion on the annual Fnanclal statements, together thh the bookkeepmg system and management

' feport, based on our audit.

_ We conducted cur audit. of the annda'l'Fna'nclai.stateme'nts':‘i'n' a‘c‘:cor”dance with Séc. 317 HGB. (“Ge'r'—
man Commercial Code™) and German generally accepted standards for the audit' of fln nCIaI state-' .
‘ments promulgated by, the. Inst:tut der ertschaftsprufer Those standards reqmre that-we pl Ad
' perform the audlt stch that mxsstatements materially affectmg the. presentatlon of the net"_, SSets -
financial position and results of operations in the annual financial, statem_e,n__ts‘_and manag_em__en_t_ report

in"accordanice with German principles of proper accounting are detected. with. reasonable’ assurance.

Knowledge of the business activities and the ecénomic and legal ‘enviroriment ‘of3thé Company and

expectatcons as to possible n'usstatements are taken into accoufit In the determlnation of audlt pro-

cedures. The effectlveness of the accountmg “related internal control system and the evideénce sup-

porting the disclosures in the books and: records, the annuaI finarnicial statements and management
report are examined pnmarily on'a test baS|s w1th|n the framework of the audit. The audlt includes -
“assessing the accountmg- prmc;ples used and S|gancant estlmates made by the legal representatlves,

as weil as evaluating the overall preséntation of ‘the annual financial statements and management
report We beheve that our audxt provndes a reasonable basis for our oplmon B

R Our _a'dditf;has:-n_ot Ied_.to_--a,n_y'.reserVations.

"~ Appendix 1.5/ 1



ur opinion, based on the findings of our audit, “the annua! financial statements of Hormosan

arina GmbH, Frankfurt/Maln Germany, comply with Iegal requirements and give a true and fair

w of the net assets, ﬁnancua( position and results of operatlons of the company in accordance with:

serman principles of proper accounting. The management report is. conSIstent with the annua! Fnan-

izl statements and as a whale provides an appropriate viéw of the company s pasition and appro-
priately presents the .opportunities and l‘lSkS of future development

" Frankfurt am Main, Germany, 28 April 2017

. Deluitte GmbH
Wirtschaftsprufungsgesellschaft

signed, . signed _
(Ludwig) o (Wiesner)
Wirtschaftsprifer - ‘Wirtschaftspriifer
[German Public Auditor] . [German Public Auditor]

A Legal]y bmdmg is oa!y tbe
anid betnd. pnnted : portl B
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Scum o applisation

t téms. apply to cohtracts between German Public

o e,(’wran’:m‘egspmfe{ p‘cJer German  Pablic ~Audit  Fims
VWirtschafispntingsgos: Wischaften) ~ hereinafter collewvely referrad to as
ian Pobliy A ~ and thelr eugaging pames {ar_ assurance
tax advisory services, advice om business matters ‘and other
emen!s except By olhelwxse agréed in wﬂﬁng of prescnbed by a

Third pames may detive claims from wntracls be!waen German Public
oté end.engaging parties orily when this is expressly agreed or rasults

ndafory rules prescribed by iaw. In rejation to $uch cfalms; thess
engagemennerms also apply'a: the 3 parties:

092 ﬁmt %xvmﬁm of the eng«umw‘

j “édgagemient is:the agreed service ~ fot.a particular
ecal omlc resuﬂ, The engagemem will be performed in accordance with the
1 of:.Proper Professional ‘Conduct (Grundsétze ord-
At smﬁB:ger Berursaysfbung), The German Pubfic’ Auditor does not
: efent finctions in connection wx\h his sewvices. The
is not, responslbre for the use or implementation of.
: udxtor 1s entited 1o make

(2) Exceptioins nce engage
the cbnsideration of forgign’ !aw Fequires an express wiitieri’ agreemant

@)1 urcumsfances or the fegal situation’ change subsequent ) lhe release
o the firial “proféssional statement, the Gérman Public Audifor is not obli-
ga{ed “reifer the engaging pady to thahges or gny consequences result-
ing therefrom:

3 T m o#ﬁ:,@&w&ns &‘ 5% efﬁ%&kw warty 1o coonerat

bE & sngm{ carte 1o we peformance
ies to those documenzs and” funher

4 explanauons and Statemients, m a written statément
drafted by the Gefman Pu_ c:Auditor.

4. Bnsuring ?Fﬁémrm‘ence .

(1) The engaglng ity sbafl refrain fiom. anythmg that’

dependence of | 'PgemlanPub!{cAu taft. This
the #m of the e igagement, and in pa
assu, 1 ‘execqtive af non-execuﬁve mle and {o' offers’
gagemecﬂa ontheir Swn belialf, ’ )

& twork, or
] assoc!ated wdh hlm lo whxch the Independence requlremenls
e Same way 4s 16 the German Public Auditor in othier ‘engage-
) nships, the Genrian: ubhc Aldifor Is entitied fo terminate ‘the
en agementforgood caise,

5 Bo portnn s mﬁz mfmzwm,.

- To the extent dhat the. German Public Audlitor is required to present resufts
nw ‘ﬂQ as part of the work i In.executing the engagement, anly that wtitten
> e non-binding. Except as otherwise agreed,
oy e explan ions by the Gémnan Public Auditor are bindirg
& yiwhen they are ‘confimed in wriling. Statsments-and information of the
emnan-Public Auditor outside’ of the engagement are always non-binding.-

Denped 4 Delofie G

baxs
RS

sene ?i?%’é’iﬁ aygemen

fur

r and Wirlschaftsprifungsges
Shubilie Auditors and Public Audit Firms]

nuaTy

_mform dueto faw. ur a regu)a(o

[Translator’s notes are in square brackets]

. g
1

EFms
selschafien

4, 2017

& Dizyritation of & Garnwan Pubfia AldSers protemsional sulssen
(1) The distribution to a-third-part

or Professional statements.of the Ger-
xtracts of the results, of wark wheth-
or mforrnahon about the German Pubhc

equlr ement..

(2) The use by the: engagx {or promotionsl purpcses af the German
Public Audifor's professronal statemenis” and of ‘inform
German. Fubtic Augitor acting for the engaging party is pmhblted

7, Defivieney rochffoatian

unconsuonabmy or-impogsibit-
igemerit was. not oommnssmned

tierit non—parformanw to ungonscion-
i p nt perdormance, No. § appues to the
extent Ihatfudher da|m of amages exist,

(2) The engaging parly must asserl ‘a ¢laim for' the rectrfrcahon of deficien-
cies in .wrifing (Textlorm)’ fisiators Note: The Germian. rerm "Textform”
mesns in written. fore,” bufwithout requiring ‘a sign; 2] withot
Clajms pursuanf to paragraph 1 not arising from an, fenhonal act explre
after one yearsubsequsnt to-the: commencement of the, fime linit urider the
statute of limitations.

m ucal RITors. and

3 Apparent deficiencies, such as cler_mr afrors,” ar

L ighitity

{1} For legafly- requlred ‘services by Getman’ Public Auditars, In partxcular :
audits, the tespective legsl limitations of Ilabmty ] parﬁcularihe limiitation :.
of fiability pursuant to § 323 Abs. 2 HGB, apply‘

(2) lnsofar nielther a statutory l!m[tahon of. lxabylny is applicable, nor an
mdwndual contrgciyal fimitation of uabnity exisls, the:liability-of the Gétinan

k o i i
o kind; except for damis

agés resultir fom injry ta life, bud y
constitiite a.duty of replacement by s p
[Gérman Pmduct Lis i
case of ¢

(3) The German ‘Public Aud(lor is entmed to invoke demurs and defenses
based on fhe contractuaf relahsnshvp wnh e engaging party also lowards
third parties,



iple clalmants asser 2 claim for damages arising. from .an
: 'el elationship with the German Public Auditor due to the
itor's: neghgent breach of duty, the maximum, aiount
agraph 2 appiies to the respective clairas of -all claimanis

»-of, damages within the meaning of paragraph '2 also
a uniform: damage arjsing fiom a number of. breaches of
| case f daniages encompasses all consequences from
s of whether the damages occu frizoni _year
lve years. In this case, rnuluple

ed within six moriths
he mdemnhy and- the.

well g5 for damages
rplrsuanfto § 1 P adHaftG. The right foin

Ilmmﬁons recqalos unaffeciad. .

evokes: 1hé aiditor's report. it may no

‘beused; H the engaglng party.

then upan the request of the Gennan Pdblic’ Auditor he must give
n- e revocatioi.

ng party has 2 nght to five-official. copies of the report.
icial copies will be charged:separately:

dures raqunred
r  explicily
ergagidg party
I dotunients requlred to

N nagohatlons with tax authorifies in'connection with the . mtums and
assessmentsmenﬂoned in(a) and (b}
respec{ o ﬂ!e taxes referred © ln (a)

e} parlicipation in pet:uon or'protest and appeal pracedures
fo fhe taxes mentioned in (a).

thie _Gem*nan Eublrc Auditor tak 3

in the aforementioned fas)
matenat nllhlu:had tamat

iegal ¢

{4) It the German Publu: ‘aitfitor receidies & fiked f2 for i Gotng 1ax a&»‘ice,
the work mexitioned: under paragraph 3 (d) and-{e) 1s to be Temuiierated
separatély, except as ‘agreed o(herw‘\se ln wnllng

{5} Insafar the German Puiic Auditor is Hsoa German Tex Advisof and
Z}e Genman. Tax Advice .Rémuneration Reguldtion (Steterberatungsvergi-
"93”"’0"1“0“9) is 1o be applied 1o calculate the rénitneration, a greater

of lesser remuneration than the fe ai defa ult remue
in Wﬁt'ﬂ‘s (Textiormy). g . neration can be agreed

re‘rady wnadeuse af the auditor's -

d) $upport in tax audits and evaluation of the resulis of tax audrls wrlh

(&) Work refating to special individual issues for income tax, corpotate tax,
business {ax, valuation assessments for property.units, wealth tax, es well
as ali issues-In relation to sales tax, payroll tax, other laxes and dues
fequires a separate epgagement. This also applies to

a)} work on non-recursing tax maters, e.9. in the field of estate tax, capital
transactions {ax, and real-estite sales ax;

b)] support and representation ln proceedings before tax and administra-
tive courts and in criminal tax matlers; -

). advisory work and waik rélated to expert opinjans in connection with
changes in jegal form and other. re-organizations, capital fncreases
and reductions, msolvency related business redrganizations, admis-
sion @nd relirement of owners, sale of & business, llqurdaﬂons and the-
ke, and . .

(7) To the extent: tha( the preparatron of the. aunu
undedak_en ag -additional -work,. this

lhe lnp 0w cradit;

comp!eté ompﬂauan of documentsto"la A

3% M#\vm&sﬂ e xméem fan

' Commumcaﬁon between the German Pubﬂa Audrlor and the angag(ng )

party inay be viae-mall. I, he event that engaglng parly does-niotwish

‘{6’ contmunicate via e-mail or sets special -gecudity requirements, such as’
-the encryption of e:mails, the engaging party wi inform the German Pubhc

Auditor in wiiting {Textfornty accordmgiy

% ‘c?r‘q*{wﬂ::wﬂ

e)q:ense§ is-admissible- only for undlspute claims or dalms determlhed to
. belegally binding.

putr Seidoment

The German Public Auditor is not prepared to.pacticipate in drspute setlle-

- ment procedurés before a consumer: arShraﬁon board (Verbraucherschlich:

tungsstel)e) within the meaning of §2 of the German Act- on Consumer
Dispute Sefllements (Verﬁmuz‘hersttedberlegungsgesarz) i

TE Appbe subin 1w

The contract the . performarice of the sdrvices ancl all clalms resuwng. )
thereftom are exdusively govemed by German Yaw, .




