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CP ACCOUNTAX SERVICES

a CPA firm

INDEPENDENT AUDITOR’S REPORT

The President,
Vadilal Industries (USA) Inc.
280 Wilson Avenue, Unit C
Newark, NJ 07105

We have audited the ac al Industries (USA) Inc. (a
New Jersey corporation March 31, 2018, and the
related statements of in ) ws for the year then ended, and
the related notes to the i

Management's Respon

Management is responsi ation of these financial
statements in accordanc gp plesg y pted in the United States
of America; this includes the design, implementation, and maintenance of internal control
relevant to the preparation and fair presentation of financial statements that are free from
material misstatement, whether due to fraud or error.

Auditor’s Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit.
We conducted our audit in accordance with auditing standards generally accepted in the
United States of America. Those standards require that we plan and perform the audit to
obtain reasonable assurance about whether the financial statements are free from material
misstatement.
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An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditor's
judgment, including the assessment of the risks of material misstatement of the financial
statements, whether due to fraud or error. In making those risk assessments, the auditor
considers internal control relevant to the entity's preparation and fair presentation of the
financial statements in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the
entity’s internal control. Accordingly, we express no such opinion. An audit also includes
evaluating the appropriateness of accounting policies used and the reasonableness of
significant accounting estimates made by management, as well as evaluating the overall
presentation of the financial statements.

We believe that the audlt evidence we have obtamed is suff1c1ent and approprlate to provide
a basis for our audit opinion. e, ,

Opinion

In our opinion, the fmanaal statements referred to above present falrly, in all material
respects, the f1nanc1al posﬁ:i’on of Vadilal Industries (USA) Inc.as of March 31, 2018, and the
results of its operatlo s-and its cash bl ‘year then ended in accordance with

‘ the Umted States of Amenca

Gau gPanchal CPA: e
N York, NY o
May 26,2018 {



VADILAL INDUSTRIES (USA) INC.
BALANCE SHEET AS OF MARCH 31, 2018 and 2017

ASSETS 3/31/2018 3/31/2017
Current Assets ]

Cash & Cash Equivalents $ 181,757 $ 368,075

Accounts Receivable 2,149,097 547,266

Inventory 986,613 531,373
Total Current Assets 3,317,467 1,446,714
Fixed Assets

Equipments (net of depreciation) 325,824 3,832

Computer (net of depreciation) 1,965 283

Furniture & Fixtures (net of depreciation) 59 69

Office Equipments(net of depreciation) 4019 3,340
Total Fixed Assets o e, 331867 7,523
Other Assets

Intangible Assets . 3,971 47

Security Deposits 147,371 9,048
Total Other Assets =~ 151,342 9,095
TOTALASSETS . © $3,800676 $ 1,463,332

LIABILITIES AND SHAREHOLDER'S EQUITY

Current Liabilities:

Accounts Payable $ 1,100,658

Accrued Expenses & Taxes Payable 110,483
Total Current Liabilities . 2,739,184 1211.141
Long Term Liabilities o .

Loan from Shareholder 767,379 383,000

Deferred Tax Liabilities 11,031 -
Total Long Term Liabilities 778,410 383,000
Total Liabilities 901,680 901,680
Shareholder's Equity

Common stock, no par value 225,000 225,000

Retained Earnings/(Loss) 58,082 (355,809)
Total Shareholder's Equity 283,082 {130,809)
TOTAL LIABILITIES AND SHAREHOLDER'S EQUITY $ 3,800,676 $ 1,463,332

See accountant's report and notes to financial statements
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VADILAL INDUSTRIES (USA) INC.
STATEMENT OF OPERATIONS
For the year ending March 31,2018 and 2017

2017-18 2016-17
Net Sales $ 8396231 $ 2,640,910
Cost of Goods Sold (4,228,808) (1,477,657)
Gross Profit 4,167,423 1,163,253
Operating Expenses. S / 3,644,108 810,155
Depreciation & Amortizations o 1D548 1,960
Interest on Loans T 12,536 -
Provision for Doubtful Debts - 90,519 -
Net Operating Profit/(Loss) S 409,712 353,098
Other income 26,750
Income Taxes incl. Provisions (2,000)

Net Profit/(Loss) $ 413,801 § 377,848

See accountant's report and notes to financial statements
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VADILAL INDUSTRIES (USA) INC.
STATEMENT OF CASH FLOWS
For the year ending March 31, 2018 and 2017

2017-18
Cash flows from operating activities
Net Profit $ 413,891
Depreciation & Amortization 10,548

2016-17

$ 375,888
1,960

Adjustment to reconcile net profit/(loss) to net cash provided by operating activities

Changes in assets and liabilities

Accounts receivable .. : $ (1,654,407) $ (329,876)

Inventories - R (455,241) (388,260)

Loans Receivables s S -

Security deposit o 1 (85,748) . (2,200)

Accounts payable 1,402,770 . 656,036

Accured expenses and taxes o 136,304 (656,322) 36,425

B . o (27,875)

Net cash provided.;;by operating activities (231,883) 349,973
Cash flows from investing activities_

Purchase of Assets k- | (338,814) (3,687)

Net cash provided by mvestmg acff{\}i"cies% k ' (338814) (3,687)
Cash flows from financing activities .

Net increase in loans payégle G .

Capital Stock increase - i e

Loan from shareholder = 384,379

Net cash provided by financing activities 384,379 -
Net change in cash (186,318) 346,286
Cash at beginning 368,075 21,789
Cash at End $ 181,757 $ 368,075

See accountant's report and notes to financial statements
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Note 1

Note 2

VADILAL INDUSTRIES (USA) INC.

NOTES TO FINANCIAL STATEMENTS
For the Year ending March 31, 2018 & 2017

Organization and nature of business

Vadilal Industries (USA) Inc. (the “Company”) is a wholly owned subsidiary
of Vadilal Industries Limited, a company based in India. The Company was
incorporated in the State of New Jersey on August 11, 2009. The Company is
an importer and wholesaler of food and other products whose customers are
in entire United States of America. Since 2015, the company has introduced
its proprietary brand of Ice Cream to US ethnic food market and aggressively
started marketing of the same. To support aggressive marketing and sales
efforts, the company has hired more employees in different parts of the
country and is adding more distribution facilities in different parts of the
country.

During the year 2017, the company to increase and facilitate its distribution
capabilities has added two warehouse facilities in states of Illinois and
California with additional employees situated at these locations.

Summary of significant accounting policies

Basis of accounting -

The accompanying financial statements_aré prepared on an accrual basis
which is based on accounting principles generally accepted in the United
State. Revenue from sales is recognized at the time of product shipment to
ultimate customers. Expenses are recognized when incurred. Accordingly,
certain costs and expenses incurred but unpaid at the end of the fiscal year
are recorded as. liabilities. The financial:records of the company are
maintained on a fiscal year basis. These financial statements have been
prepared for the twelve-month period ending March 31, 2018, to facilitate
consolidation with the accounts of the parent company in India, whose fiscal
year ends on March 31.

Use of estimates

The preparation of financial statements in conformity with generally
accepted accounting principles requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities and
disclosure of contingent assets and liabilities at the date of financial
statements and the reported amount of revenues and expenses during the
reporting period. Actual results could differ from those estimates and
assumptions.
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Note 2
Contd.

VADILAL INDUSTRIES (USA) INC.

NOTES TO FINANCIAL STATEMENTS
For the Year ending March 31, 2018 & 2017

Summary of significant accounting policies (continued)

Concentration of credit risk

Financial instruments, which potentially subject the Company to significant
concentrations of credit risk, include cash and accounts receivable. The
Company holds no collateral for these financial instruments. The Company
maintains cash in financial institutions that are insured by the Federal
Deposit Insurance Corporation up to a specified amount. Such cash balances
at times may exceed these limits. The company has not experienced any loss
on its cash and cash equivalents. To minimize its credit risk with respect to
accounts receivable, management monitors the creditworthiness of the
customers and reviews the outstanding receivables at period end, as well as
establishes an allowance for doubtful accounts as deemed necessary.

Accounts receivable : s

Accounts receivable are stated at orlgmal amount less allowances for
doubtful accounts and credits. The allowances for doubtful accounts and
credits are determined through an analysis of the aging of accounts
receivable, usually over 120 days due, at the date of the financial statements,
assessments of collectablhty ‘based on an evaluation of historic and
anticipated trends, the financial condition of the Company’s customers, and
an evaluation of the impact of economic conditions.

Provision for Doubtful Debts

Sales for the year ending March 31, 2017 was stated net of the provision for
doubtful debts $29,717. No separate provision for such was mentioned on
the statement of operations for the same year.

Inventory

Inventories are valued at average weighted cost basis. Inventory is stored at
the location controlled by vendor Preferred Freezer Services (PFS). All frozen
products purchased from Vadilal Industries Limited, India are delivered
straight to the location of PFS, who confirms the receipt and physical
existence of such inventory per certain logistical criteria. However, such
inventory is not available for inspection until removed from the PFS location
and moved to the warehouse of the company. The management has not
experienced any discrepancy in or damage of the physical inventory stored at
the PFS location.

.



Note 2
Contd

VADILAL INDUSTRIES (USA) INC.

NOTES TO FINANCIAL STATEMENTS
For the Year ending March 31, 2018 & 2017

Summary of significant accounting policies (continued)

Long-lived assets

The Company periodically evaluates the carrying value of long-lived assets to
be held and used whenever events and circumstances indicate that the
carrying value of the asset may no longer be recoverable. An impairment
loss, measured based on the fair value of the asset, is recognized if expected
future undiscounted cash flows are less than the carrying value of the assets.

Property and Equipment, and Sale of Assets

The company recorded property and equipment at cost. These assets were
depreciated over their useful lives using straight-line depreciation method.
For tax purposes, the Company adopted the Modified Accelerated Cost
Recovery System, as required under the Tax Reform Act of 1986, for assets
placed in service after December 31, 1986.

Depreciation of furniture and fixtures, and office equipment was computed
using the straight-line method based principally on estimated useful lives on
seven and five years.respectively. Depreciation of computer equipment and
software is computed using the straight-line method based on estimated
useful life of five and three years respectively.

Revenue recognition

Sales is recorded when merchandise is shipped; and title and risk of loss is
transferred to customers. Sale is recorded net of estimated discounts, returns
and allowances which are estimated based on historic trends and an
evaluation of current economic conditions.

Shipping and handling costs

The Company includes shipping and handling costs associated with
outbound freight in operating expenses. For the year ending on March 31,
2018, shipping and handling costs amounted to $1,063,510.

Cash and Cash Equivalents

The company considers as cash and cash equivalents, all funds deposited in
financial institutions in checking accounts or money market fund accounts.
These accounts are maintained in various financial institutions.
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Note 2
Contd

Note 3

VADILAL INDUSTRIES (USA) INC.

NOTES TO FINANCIAL STATEMENTS
For the Year ending March 31, 2018 & 2017

Summary of significant accounting policies (continued)

Income taxes

The Company provides for income taxes based on differences between the
financial statement and tax bases of assets and liabilities at enacted rates in
effect in the years in which the differences are expected to reverse. Valuation
allowances are established when necessary to reduce deferred tax assets to
the amount expected to be realized.

The Company has adopted FASB Interpretation No. 48, “Accounting for
Uncertainly in Income Taxes”. The Company does not believe it has any
uncertain tax positions that would qualify for either recognition or disclosure
in the financial statements. .

Advertising Expenses ji
Advertising costs are recogmzed as expense as. & when incurred.

Lease Commitment .

The company has entered into ‘multiple-year lease agreements to rent
warehouse/office space at various locations: Per the lease agreement the
lessee is liable for estimated common area maintenance charges per month
in addition to the monthly base rent.

Somerset, New Jersey:

Lease Term: 12/31/2016~1/31/2022
Future total minimum base rent lease payments for the leases are as follows:

Year ending March 31, 2018: Amount

Not later than one year 77,636.26
Until end of the lease terms 232,673.94
Total minimum Lease base payments 310,310.20

-0



VADILAL INDUSTRIES (USA) INC.

NOTES TO FINANCIAL STATEMENTS
For the Year ending March 31,2018 & 2017

Newark, New Jersey:

Lease Term: 9/19/2017 - 11/30/2024
Future total minimum base rent lease payments for the leases are as follows:

Year ending March 31, 2018: Amount

Not later than one year 231,120.80
Until end of the lease terms 1,617,961.12
Total minimum Lease base payments 1,849,081.92

Elk Grove Village, Illinois:

Lease Term: 8/1/2017 - 1/31/2019
Future total minimum base rent lease payments for the leases are as follows:

B Amount
Until end of the lease terms o 56,000.00
Total minimum Lease base payments 56,000.00

San Francisco, California;

Lease Term: 11/1/2017 -6/30/2021
Future total minimum base rent lease payments for the leases are as follows:

Year ending March 31, 2018: Amount

Not later than one year 178,436.16
Until end of the lease terms 450,351.72
Total minimum Lease base payments 628,787.88
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Note 4

Note 5

Note 6

Note 7

VADILAL INDUSTRIES (USA) INC.

NOTES TO FINANCIAL STATEMENTS
For the Year ending March 31,2018 & 2017

Subsequent Events

Subsequent events were evaluated through May 22, 2018, the date the
financial statements were available to be issued.

The Company has adopted SFAS No. 165, “Subsequent Events”. The Company
evaluated the need for disclosure and/ or additional adjustments resulting
from subsequent events through May 22, 2018, the date the financial
statements were available to be issued. The Company did not identify any
further subsequent events that required disclosure and / or adjustments in
the financial statements.

The Company does not anticipate the adoption of the other recently issued
accounting pronouncements to have a significant impact on the Company’s
financial statements.

Employee Benefits
The company does not have any specific employee benefit or retirement
plan. - -

Depreciation

At March 31, 2018, the Company has provided for depreciation on straight
line basis. Depreciation of furniture and fixtures, and office equipment was
computed using the straight-line method based principally on estimated
useful lives on seven and five years respectively. Depreciation of computer
equipment and software is computed using the straight-line method based
on estimated useful life of five and three years respectively.

Income taxes

For the year ending March 31, 2018, net provision for income taxes of
$18,652 consisted of the following:

Federal State and local Total
Current $ 4,782 $ 2,839 $ 7,621
Deferred $ 7,532 $ 3,499 $11,031

$12,314 $ 6,338 $18,652
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VADILAL INDUSTRIES (USA) INC.

NOTES TO FINANCIAL STATEMENTS
For the Year ending March 31,2018 & 2017

Note 8 Related party transactions and balances
The Company purchased majority of the products from its parent company
Vadilal Industries Limited, a company incorporated in India. In the ordinary
course of business, the company had the following related party transactions
and balances:
Net purchases $ 3,870,672
Interest payable $ 12,536
Accounts payable $ 1,049,569
Note 9 Major Supplier
For the year ending March 31, 2018, purchases from one vendor & related
party represented over 99% of net purchases.
Note 10 Changes in Shareholders’ Equity
The changes in shareholder’s eqﬁify are as follows:
. 2017-18 2016-17
Capital Stock $ 225,000 $ 225,000
Retained Earnings at the beginning of period (355,809) (731,697)
Income (Loss) for Current Year 413,891 375,888
Total Equity $ (283,082) $(130,809)
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VADILAL INDUSTRIES (USA) INC.
Statement of Operating Expenses
For the year ending March 31, 2018 and 2017

Operating Expenses:
2017-18 2016-17
Salaries & Wages $ 1,013,671 $ 242,912
Rent $ 669,843 $ 177,707
Telephone $ 22,077 $ 4,253
Office Expenses $ 219445 §$ 38,795
Travel Expenses = ..$ 317533 §$§ 42,495
Insurance $ 42,327 $ 15,730
Advertising $ 18,286 $ 41,185
Payroll & Other Taxes . $ 80,214 $ 34,571
Bank Charges v $ . 1,732 $ 1,412
Legal & Professional Fees $ 65,943 $ 27,160
Repairs & Maintenance $ 108,305 $ 626
Delivery & Shipping $ 1,063,510 $ 176,338
Temporary Help $ 21,222 § 4,231
Licenses & Permits $ - $ 2,740
Total Operating Expenses $ 3,644,108 $ 810,155

See accountant's report and notes to financial statements
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