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Independent Auditor’s Report
To the Members of Ethos Limited
1. Report on the Financial Statements

We have audited the accompanying financial statements of Ethos Limited (‘the Company’), which comprise
the Balance Sheet as at 31 March 2016, the Statement of Profit and Loss, the Cash Flow Statement for the
year then ended, and a summary of the significant accounting policies and other explanatory information
(“financial statements”).

2. Management’s Responsibility for the Financial Statements

The Company’s Board of Directors is responsible for the matters stated in Section 134(5) of the Companies
Act, 2013 (“the Act”) with respect to the preparation of these financial statements that give a true and fair
view of the financial position, financial performance and cash flows of the Company in accordance with
the accounting principles generally accepted in India, including the Accounting Standards specified under
Section 133 of the Act, read with Rule 7 of the Companies (Accounts) Rules, 2014. This responsibility also
includes maintenance of adequate accounting records in accordance with the provisions of the Act for
safeguarding the assets of the Company and for preventing and detecting frauds and other irregularities;
selection and application of appropriate accounting policies; making judgments and estimates that are
reasonable and prudent; and design, implementation and maintenance of adequate internal financial
controls, that were operating effectively for ensuring the accuracy and completeness of the accounting
records, relevant to the preparation and presentation of the financial statements that give a true and fair
view and are free from material misstatement, whether due to fraud or error.

3. Auditor’s Responsibility
Our responsibility is to express an opinion on these financial statements based on our audit.

We have taken into account the provisions of the Act, the accounting and auditing standards and matters
which are required to be included in the audit report under the provisions of the Act and the Rules made
thereunder.

We conducted our audit in accordance with the Standards on Auditing specified under Section 143(10) of
the Act. Those Standards require that we comply with ethical requirements and plan and perform the audit
to obtain reasonable assurance about whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and the disclosurcs 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 financial control relevant to the Company’s
preparation of the financial statements that give a true and fair view in order to design audit procedures that
are appropriate in the circumstances. An audit also includes evaluating the appropriateness of the
accounting policies used and the reasonableness of the accounting estimates made by the Company’s
Directors, as well as evaluating the overall presentation of the financial statements.
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We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
qualified audit opinion on the financial statements.

4. Basis for qualified Opinion

Attention is invited to note 41 regarding the management’s view that on the basis of the considered facts
stated therein, the lease rent in respect of premises taken on operating lease when recognized as per the
contractual terms of such leases, instead of straight line basis of over the lease term will be more prudent
and representative of systematic basis of time pattern of the user’s benefit of the leased space. However, in
our view as per the Accounting Standard on Leases (AS-19), the recognition of lease rent as per the
contractual terms in respect of fixed price contracts (with periodic cost escalations), should have been done
on a straight line basis over the lease term. Had the company accounted for lease rent on straight line basis
since inception of the lease period, the provision for lease straight lining would have been higher by Rs.
21.37 million. Accordingly, rent expense would have been increased by Rs 6.10 million (Previous year
ended 31 March 2015 Rs 3.34 million), and loss for the year would have been increased by Rs 6.10 million
(Profit for the Previous year ended 31 March 2015 reduced by Rs 3.34 million) and shareholder’s funds
would have been lower by Rs 21.37 million as at year ended 31 March 2016 (previous year ended 31 March
2015: Rs 15.27 million). This was also the subject matter of qualification in our audit report for the year
ended 31 March 2015.

5. Qualified Opinion

In our opinion and to the best of our information and according to the explanations given to us, except for
the effects of the matter described in the Basis for Qualified Opinion paragraph above, the aforesaid
financial statements give the information required by the Act in the manner so required and give a true and
fair view in conformity with the accounting principles generally accepted in India, of the state of affairs of
the Company as at 31 March 2016, and its loss and its cash flows for the year ended on that date.

6. Report on Other Legal and Regulatory Requirements

(i) As required by the Companies (Auditor’s Report) Order, 2016 (‘the Order’) issued by the Central
Government of India in terms of sub- section (11) of Section 143 of the Act, we give in the ‘Annexure
A’, a Statement of the matters specified in paragraphs 3 and 4 of the Order.

(ii) As required by Section 143 (3) of the Act, we report that:

(a) we have sought and obtained all the information and explanations which to the best of our
knowledge and belief were necessary for the purposes of our audit;

(b) except for the effects of the matter described in the Basis for Qualified Opinion paragraph above,
in our opinion, proper books of account as required by law have been kept by the Company so far
as it appears from our examination of those books;

(c) the Balance Sheet, the Statement of Profit and Loss, and the Cash Flow Statement dealt with by
this Report are in agreement with the books of account;

(d) except for the effects of the matter described in the Basis for Qualified Opinion paragraph above,
in our opinion, the aforesaid financial statements comply with the Accounting Standards specified
under Section 133 of the Act, read with Rule 7 of the Companies (Accounts) Rules, 2014;
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(e) on the basis of the written representations received from the directors as on 31 March 2016 and
taken on record by the Board of Directors, none of the directors is disqualified as on 31 March 2016
from being appointed as a director in terms of Section 164 (2) of the Act;

(f) the qualification relating to maintenance of accounts is stated in the Basis for Qualified Opinion
paragraph above.

(g) with respect to the adequacy of the internal financial controls over financial reporting of the
Company and the operating effectiveness of such controls, refer to our separate Report in
‘Annexure B’; and

(h) with respect to the other matters to be included in the Auditor’s Report in accordance with Rule 11
of the Companies (Audit and Auditors) Rules, 2014, in our opinion and to the best of our
information and according to the explanations given to us:

(i) the Company has disclosed the impact of pending litigations on its financial position in its
financial statements - Refer to Note 25 and 26 of the financial statements;

(if) the Company did not have any long term contracts including derivative contracts for which
there were any material foreseeable losses; and

(ii1) there were no amounts which were required to be transferred to the Investor Education and
Protection Fund by the Company.

For BSR & Co. LLP
Chartered Accountants
Firm Registration No.: 101248W / W-100022

fA A W H}V‘?q
Adhir Kapoor
Place: Chandigarh Partner
Date: 25 May 2016 Membership No: 098297
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Annexure A referred to in paragraph 6 (i) of the Independent Auditors’ Report to the Members of
Ethos Limited on the financial statements for the year ended 31 March 2016

(i) (a)The Company has maintained proper records showing full particulars, including quantitative details

(i)

(iii)

(iv)

)

(vi)

and situation of fixed assets.

(b)According to the information and explanations given to us, the Company has physically verified its

movable fixed assets during the year. In our opinion, this periodicity of physical verification is
reasonable having regard to the size of the Company and the nature of its assets. The discrepancies
noticed on such verification were not material and have been properly dealt with in the books of
account.

(¢)According to the information and explanations given to us, the Company does not have any

immovable property. Accordingly, para 3(i)(c) of the order is not applicable.

According to the information and explanation given to us, the inventories, except goods-in-transit,
has been physically verified by the management during the year. The discrepancies noticed on such
verification between the physical stocks and the book records were not material and have been
properly dealt with in the books of account.

The Company has not granted any loans, secured or unsecured, to companies, firms, limited liability
partnerships or other parties covered in the register maintained under section 189 of the Act. Thus,
paragraphs 3(iii) of the Order is not applicable.

In our opinion and according to the information and explanations given to us, the Company has
complied with the provisions of Section 185 and 186 of the Act, with respect to the loans and
investments made.

In our opinion and according to the information and explanations given to us, the Company has
complied with the provision of Sections 73 to 76 or any other relevant provisions of the Act and the
rules framed there under where applicable, the directives issued by the Reserve bank of India as
applicable with regard to deposits accepted from the public. As informed to us, there have been no
proceedings before the Company Law Board or National Company Law Tribunal and Reserve Bank
of India or any court or any other tribunal in this matter and no order has been passed by any of the
aforesaid authorities in this regard.

The Central Government of India has not prescribed the maintenance of cost records under sub-
section (1) of section 148 of the Act for the activities performed by the Company.

(vii) (a)According to the information and explanations given to us and on the basis of our examination of

the records of the Company, amounts deducted/ accrued in the books of account in respect of
undisputed statutory dues including Provident Fund, Employees’ State Insurance, Income tax, Sales
tax, Value added tax, Service tax, duty of Customs, cess and other material statutory dues have been
regularly deposited during the year by the Company with the appropriate authorities, except for
Service tax where there have been delays in few cases and Income tax (Withholding tax) where there
is slight delay in one case. As explained to us, the Company did not have any dues on account of
duty of excise.

A.
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According to the information and explanations given to us, no undisputed amounts payable in
respect of Provident Fund, Employees’ State Insurance, Income tax, Sales tax, Value added tax,
Service tax, duty of Customs, cess and other material statutory dues were in arrears as at 31 March
2016 for a period of more than six months from the date they became payable.

(b)According to the information and explanations given to us, there are no dues of Sales tax, Value

added tax and duty of Customs which have not been deposited with the appropriate authorities on
account of any dispute. Further, according to the information and explanations given to us, except
as stated below, there are no dues of income tax, service tax which have not been deposited by the
Company on account of disputes:

Name of the Nature of the Amount Amount Period to which Forum
Statue Dues Disputed deposited the amount where the
Rs.# Rs. relates dispute is
pending
Income Tax | Income Tax 1,028,770 1,028,770 Assessment Year | CIT
Act, 1961 2012-13 (Appeals)
Income Tax | Income Tax 2,608,650 - Assessment Year | CIT
Act, 1961 2013-14 (Appeals)
Finance  Act, | CENVAT  credit | 48,553,342 | 17,000,000* | Financial = Year | CESTAT
1994 (including penalty) 2008-09 to 2010-
11

#an amount as per demand order including interest and penalty, whichever indicated in the order

*paid under protest by utilising the balance in CENVAT credit.

(viii) According to the information and explanations given to us, the Company has not defaulted in
repayment of loans and borrowings from banks and financial institution. The Company has neither
issued any debentures nor taken any loans or borrowings from government during the year or
outstanding as at 31 March 2016.

(ix)  The Company did not raise any money by way of initial public offer or further public offer (including
debt instruments) and the term loans were applied for the purposes for which they were obtained.

(x)  According to the information and explanations given to us, no fraud on or by the Company by its
officers or employees has been noticed or reported during the course of audit.

(xi)  According to the information and explanations given to us, the Company has not paid or provided
any managerial remuneration during the year. Thus paragraph 3 (xi) of the Order is not applicable.

(xii)  According to the information and explanations given to us, the Company is not a Nidhi Company
and thus paragraph 3 (xii) of the Order is not applicable.

(xiii) According to the information and explanations given to us and on the basis of our examination of

records of the Company, transactions with the related parties are in compliance with Section 177
and 188 of the Act where applicable and details of such transactions have been disclosed in the
financial statements as required by the applicable accounting standards.

)
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(xiv) According to the information and explanations given to us, the Company has duly complied with
the requirements of section 42 of the Act, in respect of preferential allotment of shares made during
the year. The Company has neither made any private placement of shares nor issued any fully or
partly convertible debentures during the year. Further, the amount received during the year have
been used for thé purposes for which the funds were raised.

(xv)  According to the information and explanations given to us, the Company has not entered into any
non-cash transactions with the directors or persons connected with him during the year. Accordingly,
paragraph 3(xv) of the Order is not applicable.

(xvi) According to the information and explanations given to us, the Company is not required to be
registered under Section 45-1A of the Reserve Bank of India Act, 1934.

For BSR & Co. LLP
Chartered Accountants
Firm registration no.: 101248W / W-100022

C7’L1LL»_A_.~_"J';_‘}’ o

Adhir Kapoor
Place: Chandigarh Partner
Date: 25 May 2016 Membership No: 098297
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Annexure B referred to in paragraph 6(ii)(g) to the Independent Auditor’s report of even date on the
Financial Statements of Ethos Limited

Report on the Internal Financial Controls under Clause (i) of Sub-section 3 of Section 143 of the
Companies Act, 2013 (“the Act”)

We have audited the internal financial controls over financial reporting of Ethos Limited (“the Company”)
as of 31 March 2016 in conjunction with our audit of the standalone financial statements of the Company
for the year ended on that date.

Management’s Responsibility for Internal Financial Controls

The Company’s management is responsible for establishing and maintaining internal financial controls
based on the internal control over financial reporting criteria established by the Company considering the
essential components of internal control stated in the Guidance Note on Audit of Internal Financial Controls
Over Financial Reporting issued by the Institute of Chartered Accountants of India (‘ICAI’). These
responsibilities include the design, implementation and maintenance of adequate internal financial controls
that were operating effectively for ensuring the orderly and efficient conduct of its business, including
adherence to Company’s policies, the safeguarding of its assets, the prevention and detection of frauds and
errors, the accuracy and completeness of the accounting records, and the timely preparation of reliable
financial information, as required under the Companies Act, 2013.

Auditors’ Responsibility

Our responsibility is to express an opinion on the Company's internal financial controls over financial
reporting based on our audit. We conducted our audit in accordance with the Guidance Note on Audit of
Internal Financial Controls Over Financial Reporting (the “Guidance Note”) and the Standards on Auditing,
issued by ICAI and deemed to be prescribed under section 143(10) of the Companies Act, 2013, to the
extent applicable to an audit of internal financial controls, both applicable to an audit of Internal Financial
Controls and, both issued by the Institute of Chartered Accountants of India. Those Standards and the
Guidance Note require that we comply with ethical requirements and plan and perform the audit to obtain
reasonable assurance about whether adequate internal financial controls over financial reporting was
established and maintained and if such controls operated effectively in all material respects.

Our audit involves performing procedures to obtain audit evidence about the adequacy of the internal
financial controls system over financial reporting and their operating effectiveness. Our audit of internal
financial controls over financial reporting included obtaining an understanding of internal financial controls
over financial reporting, assessing the risk that a material weakness exists, and testing and evaluating the
design and operating effectiveness of internal control based on the assessed risk. The procedures selected
depend on the auditor’s judgement, including the assessment of the risks of material misstatement of the
financial statements, whether due to fraud or error.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
audit opinion on the Company’s internal financial controls system over financial reporting.

4,
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Meaning of Internal Financial Controls Over Financial Reporting

A company's internal financial control over financial reporting is a process designed to provide reasonable
assurance regarding the reliability of financial reporting and the preparation of financial statements for
external purposes in accordance with generally accepted accounting principles. A company's internal
financial control over financial reporting includes those policies and procedures that (1) pertain to the
maintenance of records that, in reasonable detail, accurately and fairly reflect the transactions and
dispositions of the assets of the company; (2) provide reasonable assurance that transactions are recorded
as necessary to permit preparation of financial statements in accordance with generally accepted accounting
principles, and that receipts and expenditures of the company are being made only in accordance with
authorisations of management and directors of the company; and (3) provide reasonable assurance
regarding prevention or timely detection of unauthorised acquisition, use, or disposition of the company's
assets that could have a material effect on the financial statements.

Inherent Limitations of Internal Financial Controls Over Financial Reporting

Because of the inherent limitations of internal financial controls over financial reporting, including the
possibility of collusion or improper management override of controls, material misstatements due to error
or fraud may occur and not be detected. Also, projections of any evaluation of the internal financial controls
over financial reporting to future periods are subject to the risk that the internal financial control over
financial reporting may become inadequate because of changes in conditions, or that the degree of
compliance with the policies or procedures may deteriorate.

Opinion

In our opinion, the Company has, in all material respects, an adequate internal financial controls system
over financial reporting and such internal financial controls over financial reporting were operating
effectively as at 31 March 2016, based on the essential components of internal control stated in the Guidance
Note on Audit of Internal Financial Controls Over Financial Reporting issued by the Institute of Chartered
Accountants of India.

For BSR & Co. LLP
Chartered Accountants
Firm‘s Registration No. 101248W / W-100022

Adhir Kapoor
Place: Chandigarh Partner
Date: 25 May 2016 Membership No.: 098297
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ETHOS LIMITED
Balance Sheet as at 31 March 2016
(Amount in Rupees unless stated otherwise)

As at As at
Particulars Notes 31 March 2016 31 March 2015
EQUITY AND LIABILITIES
Shareholders' funds
Share capital 2 319,569,100 311,314,800
Reserves and surplus 3 251,803,352 203,870,154
571,372,452 515,184,954
Nonu-current liabilities
Long term borrowings 4 102,731,009 81,534,025
Long term provisions 5 7,769,706 6,812,447
110,500,715 88,346,472
Current liabilities
Short term borrowings 6 540,609,932 464,138,945
Trade payables 7
Total outstanding dues of micro enterprises and small enterprises ) - =
Total outstanding dues of creditors other than micro enterprises and small enterprises 687,322,160 701,279,350
Other current liabilities ° 8 162,160,417 105,405,848
Short term provisions 5 9,281,788 14,127,226
1,399,374,297 1,284,951,369
2,081,247.464 1,888,482,795
ASSETS
Non-current assets
Fixed assets 9
Tangible fixed assets 118,216,619 125,073,398
Intangible fixed assets 5.438,921 6,014,660
Capital work-in-progress 3,870,156 4,880,184
127,525,696 135,968,242
Deferred tax asset 37 - 13,178,014
Long term loans and advances 10 129,286,872 114,285,598
Other non-current assets 11 8,172,994 385,000
264,985,562 263,816,854
Current assets
Inventories 12 1,637,868,381 1,466,293,145
Trade receivables 13 55,543,239 34,901,447
Cash and bank balances 14 63,899,615 54,134,232
Short term loans and advances 15 57.980,827 68,214,630
Other current assets 16 969,840 1,122,487
1,816,261,902 1,624,665,941
2,081,247,464 1,B88.482,795
Significant accounting policies !
The notes referred to above form an integral part of the financial statements.
As per our report of even date attached
For BSR & Co. LLP ,.--':‘Enr and on behalf of the Board of Directors of Ethos Limited
S

Chartered Accountants / ] n L ——
k ;;i,f,f/ d LA 2 s
Y-Satiio Anil Khanna

Managing Director Director
DIN Mo 00012232

Nompany Secretary

Firm Registration No: 101248/W-100022

i g

Adhir Kapoor
Partner
Membership No.:098297

Chief Financial Officer

Place: Chandigarh
Dated: 25 May 2016

Place: Chandigarh
Dated: 25 May 2016
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Statement of Profit and Loss for the year ended 31 March 2016

(Amount in Rupees unless stated otherwise)

Particulars Notes For the year ended For the year ended
31 March 2016 31 March 2015
Revenue from operations 17
Sale of products 3,258,097,827 2,794,271,902
Sale of services 13,406,351 8,064,324
Other operating revenues 15,208,314 7,821,585
3,286,712,492 2,810,157,811
Other income 18 1,176,804 6,621,362
Total revenue 3,287,889,296 2,816,779,173
Expenses
Purchase of stock-in-trade 19 2,676,937,690 2,411,510,624
Changes in inventories of finished goods and stock-in-trade 20 (171,575,236) (321,861,040)
Cost of services rendered 4,185,943 2,080,697
Employee benefits 21 201,739,624 166,126,604
Depreciation and amortisation 9 37,817,066 37,523,199
Finance costs 22 82,474,732 71,249,145
Other expenses 23 502,592,545 414,717,743
Total expenses 3,334,172,364 2,781,346,972
Profit/(loss) before tax (46,283,068) 35,432,201
Tax expenses
Current tax - 17,092,690
Deferred tax 37 13,178,014 (5,255,488)
Tax expense for earlier years 5,419 -
Profit/(loss) for the year (59,466,501) 23,594,999
Earnings / (loss) per equity share
Basic (Rs.) (face value Rs. 10) 27 (7.54) 0.13
Diluted (Rs.) (face value Rs. 10) 27 (7.54) 0.13

Significant accounting policies

The notes referred to above form an integral part of the financial statements.

As per our report of even date attached

For BSR & Co.LLP
Chartered Accountants
Firm Registration No: 101248/W-100022

Adhir Kapoor
Partner
Membership No.:098297

Place: Chandigarh
Dated: 25 May 2016

_ For and on behalf of the Board uf‘@’

[ b=

rectors of Ethos Limited

A L_ﬂ/\(l(vu/u\i

ESatioo Anil Khanna
Managing Director Director

\ LW ‘

C Rhja Sekif

Chief Financial Officer

Place: Chandigarh
Dated: 25 May 2016

DIN No.00012232

any Secretary



ETHOS LIMITED
Cash Flow Statement for the year ended 31 March 16
(Amount in Rupees unless stated otherwise)

Particulars For the year ended For the year ended
31 March 2016 31 March 2015

A. CASH FLOW FROM OPERATING ACTIVITIES

Net profit/(loss) before taxes (46.283,068) 35,432,201
Adjustments for:

Depreciation 37,817,066 37,523,199
Bad debts, Advances and deposits written off 1,654,333 -
Fixed assels written off (net) 3,070,740 2,639,395
Finance cosls 82,474,732 71,249,145
Liabilities / provisions no longer required, written back (12,772,033) {6,526,585)
Interest income (1,058,172) (781,413)
Amortisation of premium on forward exchange contracts 4,625,643 2,470,373
Amortisation of Employee slock option scheme 25,509 16,727
Unrealised foreign exch diffe es 2,087,604 (5,705,298)
Operating profit before working capilal changes 71,642,354 136,317,744
Adjustments for:

(Increase) in inventories (171,575,236) (321,861,040)
(Increase) in trade and other receivables (21,591,792) (20,261 ,381)
(Increase) in long term loans and advances (301,961) {7,753,330)
(Increase) / decrease in short term loans and advances 4,948 955 (3,296,909)
(Increase) in other non-current assets {6.878:189) 3
(Increase) / decrease in olher current assets 143 455 (716,789
Increase / (decrease) in trade payables (3,272,761) 162,850,819
Increase / {decrease) in other current liabililies 18,206,093 (1,705,155)
Increase in short-term provisions 634,290 4,375,881
Increase in long-term provisions 957,259 1,331,253
Cash used in operating activities before taxes (107,087,533) (50,718,908)
Direcl Taxes paid (including interest on late payment) 23,030,480 10,717,503

Net cash used in operating activities (130,118,013) (61,436,411)

B. CASH FLOW FROM INVESTING ACTIVITIES

Capital expenditure on fixed assets, including capital advances and capital work in progress 33,029,007y (37,953,7123)
Interest received 1,067,365 922,512
Bank deposits (having original maturity of more than three months)* (8,497,793) (166,572)
Security deposits for leased / licenced stores 3,361,267 (10,502,989)
Net cash used in investing activities (37,098,168) (47,700,772)
C. CASH FLOW FROM FINANCING ACTIVITIES
Proceeds from issue of equity share capital (including share premium} 115,628,490 1,850,000
Proceeds from issue of preference share capital - 64,999,870
Repayment of preference share capital r (3,249.870)
Repayment of secured loans (24,157,630) (23,256,105)
Proceeds from long term unsecured loans 117,000,000 31,500,000
Rep of short term d loans (70,000,000) {33,499,940)
Increase in short term borrowings (net) 76,470,987 140,187,800
Proceeds from deposits from shareholder’s 37,281,000 -
Finance costs paid (82,829,271) (70,107,946)
Net cash generated from financing activities 169,393,576 108,423,809
Increase/ (decrease) in cash and cash equivalents 2,177,395 (713374
Cash and cash equivalents at the beginning of the year 44,431,616 45,144,990
Cash and cash equivalents at the end of the year 46,609,011 44,431,616
Notes:
As at Asat

Components of cash and cash equivalents include: 31 March 2016 31 March 2015
Cash in hand 23,205,836 7,892,883
Cheques in hand 2,631,078 2,199,751
Credit cards receivable 10,207,511 7,305,728
Balance with banks :

Current accounts 10,564,586 27,033,254
Cash and cash equivalents at the end of the year 46,609,041 44,431,616

* pledged Rs, 10,806,049 (previous year Rs 10,087,616) with various banks for bank guarantees issued to different authorities

As per our report of even date allached

For BSR& Co. LLP 5 ’{\ Far_apd on behalf of the Board of Directors of Ethos Limited
Chartered Accountants //" : iﬁ (?_ ﬁ’—- B ‘ﬂ-
Firm Registration No: 101248/W-100022 S . ! g - { (/\o
( %4 L ) (..-’L.{,’\J\
= Y Saboo Anil Khanm
d&w PORR ;\memm:

DIN Ne. (012158 kbwu-. 1012232
Adhir Kapoor |J
Partner P L J[' H ~O
Membership No.:098297 C Raj \rkh@ri Al iM

('Jr W inancidl- Qfficer Cnimggi Secretury
Place: Chandigarh Place: Chandigarh

Dated: 25 May 2016 Dated: 25 May 2016



ETHOS LIMITED
Notes to financial statements for the year ended 31 March 2016

Significant accounting policies

Background

Ethos Limited ('Ethos' or 'the Company'), a subsidiary of KDDL Limited, is a limited liability company incorporated on 5 November 2007 under the
provisions of the Companies Act, 1956
The Company’s business consists of trading of watches, accessories and luxury items and rendering of related after sale services.

Basis of preparation

These financial statements have been prepared and presented on the accrual basis of accounting and comply with the Accounting Standards referred to in
section 133 of the Companies Act, 2013 read with Rule 7 of the Companies (Accounts) Rules, 2014, the relevant provisions of the Companies Act, 2013,
pronouncements of the Institute of Chartered Accountants of India and other accounting principles generally accepted in India, to the extent applicable. The
financial statements are presented in Indian rupees.

Use of estimates

The preparation of financial statements in conformity with generally accepted accounting principles in India (GAAP) requires management to make
estimates and assumptions that affect the reported amounts of assets and liabilities and the disclosure of contingent liabilities on the date of the financial
statements and the results of operations during the year. Differences between actual results and estimates are recognised in the year in which the results are
known or materialised. Examples of such estimates are estimated useful life of assets, provision for doubtful debts, retirement benefits, etc. Actual results
could differ from those estimates. Any revision to accounting estimates is recognised prospectively in current and future periods.

. Current—non-current classification

All assets and liabilities are classified into current and non-current.

Assets

An asset is classified as current when it satisfies any of the following criteria:
a. it is expected to be realised in, or is intended for sale or consumption in, the company’s normal operating cycle;
b. it is held primarily for the purpose of being traded;

c. it is expected to be realised within 12 months after the reporting date; or
d. it is cash or cash equivalent unless it is restricted from being exchanged or used to settle a liability for at least 12 months after the reporting date.

Current assets include the current portion of non-current financial assets.

All other assets are classified as non-current.
Liabilities

A liability is classified as current when it satisfies any of the following criteria:

a. it is expected to be settled in the company’s normal operating cycle;

b. it is held primarily for the purpose of being traded,

c. it is due to be settled within 12 months after the reporting date; or

d. the company does not have an unconditional right to defer settlement of the liability for at least 12 months after the reporting date. Terms of a liability
that could, at the option of the counterparty, result in its settlement by the issue of equity instruments do not affect its classification.

Current liabilities include current portion of non-current financial liabilities.
All other liabilities are classified as non-current.

Operating cycle

Operating cycle is the time between the acquisition of assets for processing and their realisation in cash or cash equivalents. Based on the nature of the
products and time between the acquisition of assets for processing and their realisation in cash and cash equivalents, the company has ascertained its
operating cycle as 12 months for the purpose of current-non-current classification of assets and liabilities.

Fixed assets and depreciation

Fixed assets are carried at cost of acquisition less accumulated depreciation/amortisation and accumulated impairment loss, 1t any. Cost comprises all costs
incurred to bring the assets to their location and working condition and includes all expenses incurred up to the date of launching new stores to the extent
they are attributable to the new stores.

Pursuant to Companies Act, 2013 ('the Act') being effective from 1 April 2014, the Company had revised depreciation rates, wherever required, on its
tangible fixed assets to align with the useful life specified in Part “C” of Schedule Il to the Act. As a result of this change, during the previous year ended 31
march 2015, based on transitional provision provided in Schedule [1, an amount of Rs. 2,087,097 (after adjustment of related tax impact),_had been debited
to opening balance of retained earnings in respect of fixed assets where lives had expired as on 31 March 2014.

[ntangible assets (software) are amortized over the estimated life of six years from the date of capitalization.
Mobile phones are depreciated over the estimated life of two years from the date of capitalization
Leasehold assets and improvements are depreciated under the straight line method over the period of the lease.
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vi.

vii.

viii.

xi.

Impairment

The carrying amounts of assets are reviewed at each balance sheet date in accordance with Accounting Standard — 28 on “Impairment of Assets’, to
determine whether there is any indication of impairment. If any such indication exists, the recoverable amount of the asset is estimated. An impairment
loss is recognised whenever the carrying amount of an asset or cash generating unit exceeds its recoverable amount. Impairment losses are recognised in
the Statement of Profit and Loss. An impairment loss is reversed if there has been a change in the estimates used to determine the recoverable amount. An
impairment loss is reversed only to the extent that the asset’s carrying amount does not exceed the carrying amount that would have been determined net of
depreciation or amortisation, if no impairment loss had been recognised.

Inventories

Inventories are valued at the lower of cost or net realisable value. Cost of inventories includes all costs incurred in bringing the inventories to their present
location and condition.
In determining the cost, the weighted average cost method is used.

Employee Benefits
The Company’s obligations towards various employee benefits have been recognised as follows:

Short term employee benefits
All employee benefits payable/available within twelve months of rendering the service are classified as short-term employee benefits. Benefits such as
salaries, wages and bonus, etc., are recognised in the Statement of Profit and Loss in the period in which the employee renders the related service.

Post employment benefits

Defined contribution plan

The Company makes specified monthly contribution towards employee provident fund to Employees® Provident Fund administered by the Regional
Provident Fund Commissioner. The Company’s contributions to the fund are recognised in the Statement of Profit and Loss in the financial year to which
they relate.

Defined benefit plan

Gratuity, a defined benefit plan, has been ascertained based on actuarial valuation at the year end, using the projected unit credit method, which recognises
each period of service as giving rise to additional unit of employee benefit entitlement and measures each unit separately to build up the final obligation.
The obligation is measured at the present value of the estimated future cash flows. Actuarial gains and losses are recognised immediately in the Statement
of Profit and Loss. The company has taken group gratuity policy from Life Insurance Corporation of India.

Other long term liability

Compensated absences

Benefits under the Company’s compensated absences constitute other long term employee benefits, recognised as an expense in the Statement of Profit and
Loss for the period in which the employee has rendered services. Estimated liability on account of these benefits is actuarially determined based on the
projected unit credit method, using the yield on government bonds, as on the date of the balance sheet, as the discounting rate. Actuarial gains and losses
are charged to the Statement of Profit and Loss.

Revenue recognition

Revenue from sale of goods is recognised on transfer of all significant risks and rewards of ownership to the buyer. Net sales excludes sales tax and trade
discounts.
Commission from sale of goods, received on consignment basis, is recognised on accrual basis.

Interest income is recognised on a time proportion basis.

Foreign currency transactions

Foreign exchange transactions are recorded using the exchange rate prevailing on the date of the transaction. Exchange differences arising on transactions
settled during the year are recognised in the Statement of Profit and Loss of the year.

Monetary assets and liabilities denominated in foreign currencies as at the Balance Sheet date are translated at the exchange rates on that date and the
resultant exchange differences are recognised in the Statement of Profit and Loss.

The premium or discount on a forward exchange contract taken to hedge foreign currency risk of an existing asset / liability is recognised over the period of
contract. The amount is recognised in the Statement of Profit and Loss.

Earnings per share
Basic earnings per share are computed using the weighted average number of equity shares outstanding during the year. Diluted earnings per share are

computed using the weighted average number of equity and dilutive potential equity shares outstanding during the year, except where the results would be
anti-dilutive.
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xii.

xiii.

Xiv.

Xv.

Leases

Lease rentals in respect of assets taken on operating lease are charged on a straight-line basis to the Statement of Profit and Loss except for those where
other systematic basis is available.

Club Echo points

Club Echo points, accrued to the customer as a part of the loyalty programme, is provided for based on the management’s past experience.

Taxes on Income

Income tax expense comprises current tax (that is amount of tax for the year determined in accordance with the Income-tax Act, 1961) and deferred tax
charge or credit (reflecting the tax effects of timing difference between accounting income and taxable income for the period). The deferred tax charge or
credit and the corresponding deferred tax liability or deferred tax asset is recognised using the tax rates that have been enacted or substantively enacted as at
the Balance Sheet date. Deferred tax assets are recognised only to the extent there is reasonable certainty of realisation. Such assets are reviewed at each
balance sheet date to reassess realisation. However, where there are carried forward losses or unabsorbed depreciation under taxation laws, deferred tax
assets are recognised only if there is virtual certainty of realisation of such assets.

Minimum Alternative Tax (‘MAT’} under the provisions of the Income-tax Act, 1961 is recognised as current tax in the Statement of Profit and Loss. The
credit available under the Act in respect of MAT paid is recognised as an asset only when and to the extent there is convincing evidence that the company
will pay normal income tax during the period for which the MAT credit can be carried forward for set-off against the normal tax liability. MAT credit
recognised as an asset is reviewed at each Balance Sheet date and written down to the extent the aforesaid convincing evidence no longer exists.

Other Provisions and Contingent Liabilities

A provision is created when there is a present obligation as a result of a past event that probably requires an outflow of resources and a reliable estimate can
be made of the amount of the obligation. A disclosure for a contingent liability is made when there is a possible obligation or a present obligation that may,
but probably will not, require an outflow of resources. When there is a possible obligation or a present obligation in respect of which the likelihood of
outflow of resources is remote, no provision or disclosure is made.

The company does not recognise assets which are of contingent nature until there is virtual certainty of realisability of such assets. However, if it has
become virtually certain that an inflow of economic benefits will arise, asset and related income is recognised in the financial statements of the period in
which the change occurs.
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Notes to financial statements for the period ended 31 March 2016
(Amount in Rupees unless stated otherwie)

As at

31 March 2016

As at

31 March 2015

2. Share capital Number of shares Amount Number of shares Amount
Authorised
Equity shares of Rs 10 each 13,050,000 130,500,000 13,050,000 130,500,000
12%6 cumulative optionally consertible preference shares of Rs 65 each 300,000 19,500,000 300,000 19,500,000
12%% cumulative compulsory convertible preference shares of Rs 110 each 1,200,000 132,000,000 1,200,000 132,000,000
14% cumulative compulsory convertible preference shares of Rs 130 each 576,924 75,000,120 576,924 75,000,120
357,000,120 357,000,120
Issued subscribed and paid up
Equity shares of Rs 10 each fully paid up 12,356,801 123,568,010 11,531,371 115,313,710
12% cumulative compulsory convertible preference shares of Rs 65 each fully paid up c - = -
12% cumulative compulsory convertible preference shares of Rs 110 each fully paid up 1,100,010 121,001,100 1,100,010 121,001,100
14% cumulative compulsory convertible preference shares of Rs 130 each fully paid up 576,923 74,999,990 576,923 74,999,990
319,569,100
As at As at
2(a) Reconciliation of share capital outstanding 31 March 2016 31 March 2015
Number of shares Amount Number of shares Amount
i) Equily shares of Rs 10 each fully paid up
At the beginning of the year 11,531,371 115,313,710 11,493,641 114,936,410
Add issued during the year 769,430 7,694,300 37.7130 377,300
Add issued on exercise of employee stock options 56,000 560,000 - -
Al the end of the year 12,356,801 123,568,010 11,531,371 115,313,710
ii) 12% cumulative optionally convertible preference shares of Rs 65 each
At the beginning and end of the year 4 69,228 4,499,820
Less Redemption during the year* -] 49,998 3,249,870
Less: Redemption through conversion into equity shares* 5 19,230 1,249,950
At the end of the year = = =
iii) 12% cumulative compulsory convertible preference shares of Rs 110 each fully paid up
At the beginning of the year 10000 121,001,100 1,100,010 121,001,100
Add: issued during the year - - - -
At the end of the year 100,010 121,001,100 1,100,010 121,001,100
i) 14% cumulative compulsory convertible preference shares of Rs 130 each fully paid up
At the beginning of the year 576,923 74,999,990 -
Add: issued during the year# - 376,023 74,909 990)
At the end of the year 576,923 74,999,990 576,923 74,999,990

2(b)(i)

2(b)(ii)

2(c)

*During the previous year, the company had redeemed 69,228 12% cumulative optionally convertible preference shares of Rs 65 each Out of these 49,998 shares redeemed by way of payment and balance shares were
converted into 19,230 equity shares of Rs 10 each at a premium of Rs 55 each

During the five year period ended 31 March 2016 (31 March 2015), Nil (previous year 76,924) 14% cumulative compulsory convertible preference shares of Rs 130 each had been issued for consideration other than cash In
addition, 56,000 (previous year : Nil) equity shares of Rs 10 each have been issued under employee stock option plans for which only exercise price has been received in cash

During the five year period ended 31 March 2016 (31 March 2015) neither any bonus shares have been issued nor any shares have been bought back

i) The Company has only one class of equity shares having a par value of Rs 10 per share Each holder of equity shares is entitled to one vote per share excepl for the members whose calls are in arrears No member shall be
entitled to voting right in respect of any shares registered in his/her name on which any calls or other sums presently payable by him/her have not been paid or in regard to which the Company has exercised any right of lien
The Company declares and pavs dividends in Indian Rupees. The dividend proposed by the Board of Directors (except for interim dividend) is subject to approval of the shareholiders in the ensuing Annual General Meeting.
I the event of liquidation of the Company the holders of equity shares will be entitled to receive the remaining assets of the Company afier distribution of all preferential amounts The distribution will be in proportion to the
number of equity shares held by the sharehalders

ii) The preference shareholders do not hold any voting rights The Company declares and pays dividends in Indian Rupees The dividend proposed by the Board of Directors is subject to the approval of the shareholders in the
ensuing Annual General Meeting Where dividend on cumulative preference shares is not declared for a financial year the entitlement thereto is carried forward whereas in the case of non-cumulative preference shares the
entitlement for that year lapses. In the event of liquidation of the Company the holders of preference shares will be entitled to receive the amount of their preference capital contribution before distribution of the remaining
assels to the equily shareholders

Conversion lerms of 1,100,010 12% cumulative compulsorily convertible preference shares of Rs 110 each fully paid up is 3 (three) years from the date of allotment in equal number of equity shares of face value of Rs 10
each at a premium of Rs 100 (and any lative dividend r unpaid) al the end of 3 (three) years During the current year, the Company in a Board meeting and with the consent of shareholders has extended the date
of redemption of 12% cumulative compulsory convertible preference shares of Rs 10 each by two years from the date of original maturities

Conversion terms of 576,923 14% cumulative compulsorily convertible preference shares of Rs 130 each fully paid up is 5 (Five years from the date of allotment in equal number of equity shares of face value of Rs 10 each at
a premium of Rs 120 (and any lative dividend r unpaid) al the end of 5 (Five) years
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(Amount in Rupees unless stated otherwise)

2(d)

2(e)

2(0

Shares held by ultimate holding company/ holding company and their subsidiaries/ associates

Equity shares of Rs 10 each fully paid up
KDDL Limited {holding company / ultimate holding company)
Mahen Distribulion Limited (fellow subsidiary)

12% cumulative compulsory conventible preference shares of Rs. 110 each fully paid up
KDDL Limited (holding company / ulti holding pany)

14% cumulalive compulsory convertible preference shares of Rs 130 each fully paid up
KDDL Limited (holding company / ultimate holding company)

Details of shareholders holding more than 5% shares of the Company

Equily shares of Rs 10 each fully paid up held by
KDDL Limited
Mahen Distribution Limited
Mr Mukul Mahavir Agrawal
Mr Y Satish
Velocity Real Estale Private Limited

12% cumulative compulsory convertible preference shares of Rs 110 each fully paid up held by

Pulkit Sekhsaria

KDDL Limited

Walnut Partners LLP

Ganga Properties Private Limited

Mr RK Saboo

Mr Yashovardhan Saboo

Mehak Finpro (India) Private Limited
Saboo Coatings Private Limited

Ritu Prashant Khemka

14% cumulative compulsory convertible preference shares of Rs 130 each fully paid up held by

Sixth Sense India Opportunities — [
Mr Nikhil Vora
Mr RK Saboo
Dream Digital Technology Limited

Employee stock options

As at 31 March 2016

Number of shares

7,656,642

2,293,150

136,363

19,230

As at 31 March 2016

Number of shares

7,656,642
2,293,150
810,067

272,728
136,363
100,000
90,910
90,900
90,910
90,909
90,909

248,373
115,462
46,155
38,462

N

Amount

76,566,420
22,931,500

14,999,930

2,499,900

% holding

620
186
66

248
12.4

9.1
83
33

83
83

431
200
80
67

Terms attached Lo stock options granted to employees of lhe company and its holding company are described in note 30 regarding employee share based payments

Reserves and surplus

Share premium account

At the commencement of Lhe year

Add: premium received during the year*
Al the end of the year

Capital reserve
At the commencement and end of the year

Employee stock options outstanding account

At lhe commencement and end of the year

Expense for the year

Transferred to share capital on exercise of Stock options

Surplus / {Deficit} in Statement of Profit and Loss
At the commencement of the year

Less: Depreciation : Nil (previous year Rs 2,087,097(Net of deferred tax asset of Rs 1,002,382)) #

Add: Profit/(Loss) for the year
Net surplus / (deficit) in the Stalement of Profit and Loss

#Refer note | (v)

As at 31 March 2015

Number of shares
6,887,418
2,237,150

136,363

19,230

Amount

68,874,180

22,371,500

14,999,930

2,499,900

As at 31 March 2015

Number of shares

6,887,418
2,237,150

1,340,111
955,567

272,728
136,363
181,818
100,000

90,910

248 373
115,462
46,155
38,462

As at
31 March 2016

% holding

597
194
116

83

248
124
165

91

83

a3 |
200

67

As at
31 March 2015

200,615,818 197,893,168
107,374,190 2,722,650
307,990,008 200,615,818
166,670 166,670
16,727 °
25,509 16,727
42,236 16,727
3,070,939 (18,436,963)
= (2,087,097
(59,466,501) 23,594,999
(56,395,562) 3,070,939
251,803,352 203,870,154

* includes current year Rs Nil (previous year Rs 1,057,650) for consideration other than cash due to conversion of 19,230 12% cumulative optionally convertible preference shares of Rs 65 each
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4,

(i)

(iii)

(iv)
v)
(vi)
(vii)

(viii)

Non-current portion Current portion
: As at As at As al As at
Long term borrowings Foot notes 31 March 2016 31 March 2015 31 March 2016 31 March 2015
Secured
Term loans
- from bank (i) - 13,384,614 12,816,981 18,996,000
- from others (i) 37,364,165 42,270,351 4,906,182 4,321,786
Vehicle loans
- from banks (iii) 295,904 879,120 589,292 845,920
37,660,069 56,534,085 18,312,455 24,163,706
Unsecured
Inter corporate deposits

- from related parties (refer note 29) (iv) 14,999,940 4,999,940 S -

- from others (v) 10,000,000 20,000,000 40,000,000 =
Loan from relatives of directors (refer note 29) (vi) 7,000,000 - . -
Deposits from Shareholders {vii) 33,071,000 - 4,210,000 -

65,070,940 24,999,940 44,210,000 =
Less: amount shown under other current liabilites . = 62,522,455 24,163,706

102,731,009 81,534,025 - -
Foot notes:

Term Loans from bank (The Jammu & Kashmir Bank Limited) are secured by first charge on entire fixed assels both present and future of the Company These limits are also secured by first charge on fixed assets of Ornapac
unit at Chandigarh of KDDL Limited This is further secured by the first and exclusive charge over land and building plant and hinery and office equip of the Parwanoo unit of KDDL Limited excluding the assets
purchased after 1 April 2005 These loans are also guaranteed by the Holding Company (KDDL Limited) and the director of the Company The loan is repayable in 60 monthly installments of Rs 1,583,000 each immediately
from 11 November 2011 The rate of interest as on 31 March 2016 is 12 25% per annum The outstanding amount as on 31 March 2016 will be repaid in 9 instalments during the next year

The loans from others include loan taken from Indiahulls Housing Finance Limited The same is secured by exclusive mortgage and charge on personal property of the director and relatives of the director of the Company
These limits are also guaranteed by the holding company, the director of the Company and relatives of the director The rate of interest on the term loan is 12 75% per annum The original Loan of Rs 45 million will be repaid
in 120 monthly instalments and Rs 5 million in 36 monthly instalments The loan outstanding as on 31 March 2016 is Rs 40 24 million and Rs 2 03 million respectively which will be repaid as per repayment schedule

Vehicle loans are secured against hypothecation of the specified vehicle purchased from proceeds of the said loan. The rate of interest on vehicle loans varies from 11 5% to 12 70% per annum The above loans are repayable
in monthly installments within a period of next four years as per repayment schedule

Inter corporate deposit from related parties carry an interest rate ranging between 14% to 16% per annum and the same is repayable after 12 months
as per the repay schedule within next two years

hl,

Inter corporate deposit [rom others carry an interest rate ranging between 4% to 17% per annum and the same are repay
Unsecured loans from relative of directors carry an interest rate of 12 5% per annum and is repayable after 12 months
Deposits from Shareholders carry interest rate ranging between 11% to 12 5% per annum and carries a maturity period from 12 to 36 months from the respeclive dale of deposits

There are no default in the repayment of any of the above loans taken by company and interest due on them

Long Term Short Term
Long term and short term provisions As at As at As at As at
31 March 2016 31 March 2015 31 March 2016 31 March 2015
Provision for employee benefits
Compensated absences (refer note 31) 6,421,675 5,613,526 221,920 315,905
Gratuity (refer note 31) 1,348,031 1,198,921 - 67,316
Others
Provision for tax L) - - 5479728
Club ECHO provision {refer note 38) - - 9,059,868 8,264,277
7,769,706 6,812,447 9,281,788 14,127,226
. As at As at
hort t b Fi
Short term horrowings oot notes 31 March 2016 31 March 2015
Secured
Loans repayable on demand
Cash credit and overdrafl facilities from banks
- IDBI Bank Limited (i) 168,095,724 133,863,804
- The Federal Bank Limited (i) - 107,166,389
- The Jammu & Kashmir Bank Limiled (i) 87,614,275 86,445 318
- The Bank of Maharshaltra Limited (iv) 206,395,371 78,391,414
Buyers' credit (IDBI Bank Limited) () 38,504,562 58,272,020
Loan from others ) 40,000,000 -

540,609,932 464,138,945
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D]

(ii)

(iii)

(iv)

v)

Foot notes:

The cash credil, overdraft facilities and buyers' credit from [DBI Bank Limited are repayable on demand and are secured by first parri passu charge on all the current assets of the company both present and future and second
parri passu charge on the fixed assets of the Company bolh present and future These limits are also secured by exclusive mortgage and charge on all the immovable fixed assets of the tool room unit (Eigen) of KDDL Limited
a1 Bangalore These limits are guaranteed by the Holding Company (KDDL Limited), personal guarantees of director of the Company and relative of the director The rate of interest on cash credit and overdraft facilities as
on 31 March 2016 is 13 00% per annum

The cash credit and overdraft facilities from The Federal Bank Limited are repayable on demand and are secured by first parri passu charge on current assets of the Company including stock in irade and receivables These
limits are also secured by a Second pari passu charge on the fixed assels of the Company These limils are guaranteed by the Holding Company, personal guarantee of the director of the Company and relative of the director

The cash credit and overdrafl facilities from The Jammu & Kashmir Bank Limited are repayable on demand and are secured by first pari passu charge on the stock and receivables of the Company These limits are also
secured by exclusive first charge on assets of Omapac unit at Chandigarh of KDDL Limited This is further secured by the first and exclusive charge over land and building, plant and hinery and office equip of the
Parwanoo unit of KDDL Limited These loans are also guaranteed by the Holding Company, personal guarantees of the director of the Company and relative of the direcior The rate of Interest as on 31 March 2016 is
12 25% per annum

The cash credit and overdrafi facilities from Bank of Maharashtra are repayable on demand and are secured by first parri passu charge by way of hypothecation on entire current assets of the company These limits are also
secured by 360,000 shares of holding company held by Sh Yashovardhan Saboo and second parri passu charge on entire fixed assets of the company Further, these limits are also guaranteed by the Holding Company,
personal guarantee of director of the Company and relative of the director The rate of interest as on 31 March 2016 is 13 20% per annum

The loan from others represent loan taken from Maverick Financial Services Pvt Ltd and the same is secured by shares and securities of holding company held by Sh Yashovardhan Saboo These limits are also secured by
the personat guarantee of director of the company The rate of interest as on 31 March 2016 is 15% per annum and the same is repayable within 12 months

As at As at

Trad bl
rade payables 31 March 2016 31 March 2015

Due to micro and small enterprises (refer note 35) - :

Creditors other than micro and small enterprises

- To related parties

- Others

8. Other current liabilities

18,900,095
668,422,065

7,352,070
693,927,280

687,322,160

701,279,350

As at
31 March 2016

As at
31 March 2015

Current maturities of long term debts (refer note 4) 62,522,455 24,163,706
Creditors for fixed assets 2,644970 2,455,243
Forward contract payable 1,656,455 475,594
Advances from customers 19,887,278 15,479,412
Statutory dues 35,444,388 30,299,571
Employee related payable 38,229,973 31,001,157
Interest accrued but not due on borrowings 1,774,898 1,531,165

162,160,417 105,405,848
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9. Fixed assets

For the year ended 31 March 2016

Particulars Gross block Depreciation / Amortizati Net block
As at i Disposals/ As at Upto Disposals/ Upto As at
31 March 2015 | AGdIONS | 4 ctment | 31 March 2016 | 31 March 2015 Charge for the year Adjustment 31 March 2016 | 31 March 2016

‘Tangibles assets

Leasehold improvements 112,346,016 | 16,749,310 | 10,697,256 118,398,070 59,934,094 19,975,882 7,574,614 72,335,362 46,062,708

Plant and equipments 21,173,575 2,259,459 710,101 22,722,933 11,560,243 2,733,038 506,130 13,787,151 8,935,782

Furniture and fixtures 91,760,754 | 13,995,007 3,678,865 102,076,896 36,136,556 11,113,273 1,645,944 45,603,885 56,473,011

Vehicles 6,114,282 - 6,114,282 2,471,398 871,522 3,342,920 2,771,362

Office equipments 6,946,371 2,132,235 1,265,818 7,812,788 3,165,309 1,464,636 790,913 3,839,032 3,973,756

Sub total (A) 238,340,998 | 35,136,011 | 16,352,040 257,124,969 113,267,600 36,158,351 10,517,601 138,908,350 118,216,619

Intangible assets

Software 16,049,012 1,103,803 106,454 17,046,361 10,034,352 1,658,715 85,627 11,607,440 5,438,921

Sub total (B) 16,049,012 1,103,803 106,454 17,046,361 10,034,352 1,658,715 85,627 11,607,440 5,438,921

‘Total (AY+(B) 254,390,010 | 36,239,814 | 16.458.494 274,171,330 123,301,952 37,817,066 10,603,228 150,515,790 123,655,540

For the year ended 31 March 2015

Particulars Gross block Depreciation / Amortization Net block
As at Additions Disposals/ As at Upto =mo~n..-_- __. MMMMM»_.. M.Hmo“.”m“ td Charge for the Disposals/ Upto As at
31 March 2014 Adjustment | 31 March 2015 | 31 March 2014 year Adjustment 31 March 2015 31 March 2015
(refer note 1 (v))

Tangibles assets

Leasehold improvements 89,889,960 | 26,520,464 4,064,408 112,346,016 41,364,902 - 20,121,112 1,551,920 59,934,094 52,411,922

Plant and equipments 17,349,291 4,206,192 381,908 21,173,575 6,777,142 1,699,693 3,465,315 381,907 11,560,243 9,613,332

Furniture and fixtures 83,204,379 8,768,742 212,367 91,760,754 25,707,203 441,247 10,050,082 61,976 36,136,556 55,624,198

Vehicles 6,114,282 - - 6,114,282 1,590,802 - 880,596 2,471,398 3,642,884

Office equipments 5,245,297 1,720,074 19,000 6,946,371 1,014,435 948,540 1,208,217 5,882 3,165,309 3,781,062

Sub total (A) 201,803,209 | 41,215,472 4,677,683 238,340,998 76,454,484 3,089,480 35,725,322 2,001,685 113,267,600 125,073,398

Intangible assets

Software 11,781,142 4,267,870 - 16,049,012 8,236,475 - 1,797,877 - 10,034,352 6,014,660

Sub total (B) 11,781,142 4,267,870 - 16,049,012 8,236,475 ’ - 1,797,877 - 10,034,352 6,014,660

Total (AY+(B) 213,584,351 | 45,483,342 4,677,683 254,390,010 84,690,959 3,089,480 37,523,199 2,001,685 123,301,952 131,088,058

Particulars Asat As at
31 March 2016 31 March 2015

Capital work-in-progress 3,870,156 4,880,184
Total 3,870,156 4,880,184
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Notes to financial statements for the period ended 31 March 2016
(Amount in Rupees unless stated otherwise)

10 . Long term loans and advances

(Unsecured and considered good unless othenvise stated)

To parties other than related parties

Security and other deposits

Capital advances

Other loans and advances
Claim receivable (refer note 26)
CENVAT credit receivable
Advance tax
Prepaid expenses
Loan to employees

Less: amount shown under short term loans and advances (refer note 15)

11. Other non current assets

Bank deposits (due to mature after 12 months from the reporting date)*
Insurance claim receivable (refer note 42)

* pledged as security for bank guarantees

12. Inventories

(at the lower of cost or net realisable value)

Finished goods for trading
add: goods-in transit

13. Trade Receivables

(Unsecured and considered good unless otherwise stated)
Receivables outstanding for a period exceeding six months from the date they became due for payment
Other receivables considered good

- from related parties (refer note 29)

- from others

14. Cash and bank balances

Cash and cash equivalents
Balances with banks in current accounts
Cash in hand
Cheques in hand
Credit cards receivable

Other bank balances*

Non-current portion

As at
31 March 2016

As at
31 March 2018

Current portion

As at
31 March 2016

As at
31 March 2015

82,913,983 86,320,379 41,957,973 42,617,177

2,547,154 1,773,683 E

17,000,000 17,000,000 5 =

7,705,489 7,126,900 . =<

17,944,745 612,508 - -
382,047 537,128 5,381,901 5,234,776
793,454 915,000 2,495,359 441,462
129,286,872 114,285,598 49,835,233 48,293,415
49,835,233 48293415

129,286,872 114,285,598 s

As at As at
31 March 2016 31 March 2015

1,294,805 385,000

6,878,189 -
8,172,994 385,000

As at As at
31 March 2016 31 March 2015
1,632,152,457 1,435,873,505
5,715,924 1,637,868,381 30,419,640 1,466,293,145
1,637,868,381 1,466,293,145
As at As at

* incudes fixed deposits amounting Rs 9,511,244 (previous year 9,702,616) pledged as security for bank guarantees

Detail of bank deposits
Bank deposits due Lo mature within 12 months of the reporting date included under *Other bank balances’

Bank deposits due to mature after 12 months of the reporting date included under *Other non current assets” (refer note 11)

15. Short term loans and advances

(Unsectred and considered good unless otherwise stated)

Current portion of long terms loans and advances (refer note 10)
To parties other than refated parties

Other short term loans and advances
To parties other than refated parties
Advances for supply of goods and services
Advance to employees
Other advances
To related parties
Receivable for expenses from fellow subsidiary (refer note 29)

16 . Other current assets

(Unsecured and considered good mnless otherwise siaivid),~ ~

Interest accrued but not due on bank deposils
Unamortised premium on forward contracts

31 March 2016

31 March 2015

2,392,584 =
2,757,694 =
50,392,961 34,901,447

55,543,239 34,901,447
As at As at

31 March 2016

31 March 2015

10,564,586 27,033,254
23,205,836 7,892,883
2,631,078 2,199,751
10,207,511 7,305,728
17,290,604 9,702,616
63,899,615 54,134,232

As at As at
31 March 2016 31 March 2015
17,290,604 9,702,616
1,294,805 385,000
18,585,409 10,087,616

As at As at

31 March 2016

31 March 2015

49,835,233 48,293 415
6,662,796 8,879,586
+ 5,608,982
1,482,798 4,115,667
- 1,316,980
57,980,827 68,214,630
As at As at

31 March 2016

31 March 2015

172,693 181,886
797147 940,601
969,840 1,122,487
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17. Revenue from operations
Sale of products (net) - Traded goods

Sale of services (net of service tax)
Service income
Commission income

Other operating revenues
Other operating income
Liabilities / provisions no longer required written back

Foot notes:
(i)  Sale of products (net) - Traded goods

Sales of traded goods (net)
Watches

Others
Total

18. Other Income
Interest income on bank deposits
Interest from others

Other non operating income
Foreign exchange gain (net)

19. Purchase of stock-in-trade

Finished goods for trading

Foot notes:
(i) Purchase of stock-in-trade
Watches

Others
Total

20. Changes in Inventories of finished goods and Stock-in-frade

Opening Inventory
Finished goods for trading

Closing Inventory
Finished goods for trading

Foot notes:
Particulars of inventory:

(i) Opening stock
Watches
Others
Total

(ii) Closing stock

Watches
Others
Total
o
& Co
Q <\

For the year ended
31 March 2016

For the year ended
31 March 2015

Foot notes
(0] 3,258,097,827 2,794,271,902
3,258,097,827 2,794,271,902
13,170,744 8,005,175
235.607 59,149
13,406,351 8,064,324
2,436,281 1,295,000
12,772,033 6,526,585
15,208,314 7,821,585
3,286,712,492 2,810,157,811
3,219,846,554 2,764,761,144
38,251,273 29,510,758
3.158,097.827 2,794,271,902
For the year ended For the year ended
31 March 2016 31 March 2015
1,035,028 678,902
23,144 102,511
118,632 -
- 5,839,949
1,176,804 6,621,362
For the year ended For the year ended
31 March 2016 31 March 2015
Foot notes
) 2,676.937,690 2,411,510,624
2,676,937,690 2,411,510,624
2,644,259,836 2,393,841,688
32,677,854 17,668,936
2,676,937,690 2 411,510,624
For the year ended For the year ended
31 March 2016 31 March 2015
Foot notes
(i) 1,466,293,145 1,144,432,105
(i) 1,637,868,381 1,466,293,145
(171,575,236) (321,861,040)
1,442,724,072 1,120,850,886
23,569,073 23,581,219
1,466,293,145 1,144,432,105
1,601,368,715 1,442,724,072
36,499,666 23,569,073
1,637,868,381 1.466,293,145
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For the year ended For the year ended
31 March 2016 31 March 2015
21. Employee benefits
Salaries wages and bonus 179,018,087 146,487,875
Compensated absences 4,978,072 4,015,980
Contribution to provident and other funds 9,043,251 7,776,281
Staff welfare expenses 8,700,214 7,846,468
201,739,624 166,126,604
For the year ended For the year ended
31 March 2016 31 March 2015
22. Finance costs
Interest on loans 81,069,958 70,698,564
Interest others 1,191,680 30,636
Interest on delay in deposit of income tax 213,094 519,945
82,474,732 71,249,145
For the year ended For the year ended
31 March 2016 31 March 2015
23. Other expenses
Power and fuel 11,556,370 11,534,526
Insurance 4,234,539 2,972,145
Rent (net of reimbursements) (refer note 32) 279,455,112 244,121,717
Rates and taxes excluding taxes on income 573,963 1,159,371
Repair and maintenance
Buildings 776,678 430,658
Others 9,961,794 7.820,356
Foreign exchange loss (net) 3,008,573 -
Travelling and conveyance 16,664,882 15,732,699
Advertisement and sales promotion 87,397,453 61,670,014
Directors sitting fees 1,660,912 832,631
Printing and stationery 1,384,939 1,330,799
Recruitment expenses 2,201,799 2,545,511
Telephone and telex 6,664,131 5,463,068
Postage and telegram 11,157,511 9,674,141
Legal and professional fees (refer note 28) 16,588,883 11,751,227
Bank charges 28,667,187 24,075,507
Bad debts 950,000 -
Advances / deposits written off 704,333 .
Fixed assets written off (net) 3,070,740 2,639,395
Amortisation of premium on forward exchange contracts 4,625,643 2,470,373
Miscellaneous expenses 11,287,103 8,493,605

502,592,545 414,717,743
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(Amount in Rupees unless otherwise stated)

24. Commitments
Particulars As at As at
31 March 2016 31 March 2015
Estimated amount of contracts remaining to be executed on capital 2,326,410 4,177,118
ncecount and not provided for (net of advances)
2,326,410 4,177,118
25. Contingent liability not provided for
Particulars As at As at
31 March 2016 31 March 2015
a) Bank guarantee outstanding 32,425,028 24,900,028
by Income tax matters 3,637,420 1,028,770
¢) Civil and consumer matters 53,700 .
d) Claims against the Company not acknowledged as debts
Arrears of fixed cumulative dividend on 12% cumulative compulsory 78,645,972 48,532,331
convertible preference shares and 14% cumulative compulsory
convertible preference shares including dividend distribution taxes
114,762,120 74,461,129

26 .. During the year 2011-2012, pursuant to the visit of the officers of Directorate general of Central excise intelligence (DGCEI) in the premises of the Company on 18 August 2011, the
company had reversed the input service tax credit of Rs. 17,000,000 availed by the Company in previous years The above amount was reversed as per the opinion of the officials of
DGCE]. The Company, on the basis of legal opinion obtained, is of the view that the Company is entitled to this input service tax credit. Since, the amount was reversed under protest
and without prejudice to the legal rights of the Company, the Company has shown the above amount of Rs 17,000,000 reversed as claim receivable under the head "Long term loans
and advances”. During the financial year 2012-13, the Company had received a notice from DGCE! whereby, the Company had been called upon to show cause as to why service tax
amounting to Rs 663,452 which had been short paid and CENVAT credit amounting to Rs. 24,276,671 wrongly availed should not be demanded and recovered. The Company had
filed the reply to the show cause notice with the Commissioner-Central Excise and Service Tax, Chandigarh. The authority has confirmed the demand except Rs. 663,452 Further , the
authority has imposed a penalty of Rs 24,276,671 Being aggrieved against the order of Commisioner- Central Excise and Service Tax, the Company has prefered appeal with
CESTAT and the matter is sub-judice with CESTAT, New Delhi. Due to the pending adjudication of the appeal, liability on this account has not been provided in the accounts

27. Earnings per equity share

The computation of basic and diluted earnings per share is set out below:- As at As at

31 March 2016 31 March 2015
Profit / (loss) after taxes as per Statement of Profit and Loss (59,466,501) 23,594,999
|.ess: arrears of dividend on preference shares and tax thereon 30,113,640 22,079,908
Net profit / (loss) attributable to equity share-holders (89,580,141) 1,515,091
l'0tal equity shares outstanding at the end of the year 12,356,801 11,531,371

Number of weighted average equity shares for

Basic 11,884,817 11,510,256
Diluted 13,561,750 12,823,525
Nominal value of equity share ( Rs. ) 10.00 10 00
Basic earnings per share (7.54) 0.13
Diluted eamings per share (754) * 0.13*

* The effect of 12% cumulative compulsorily convertible preference shares and 14% cumulative compulsorily convertible preference shares being anti-ditutive in nature, dilutive EPS
has not been computed

28. Auditors’ remuneration (excluding service tax)

Particulars As at As at
31 March 2016 31 March 2015
As Auditor
Statutory audit fee 1,200,000 1,000,000
Limited review fee 675,000 675,000
In other capacity
Certification and other services 935,000 230,500

Reimbursement of out of pocket expenses 134,871 36,110
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Ip

29. Related parties

a. Related parties and nature of related party relationship, where control exists:

Description of Relationship Name of the Party

Holding / Ultimate Holding Company KDDL Limited

b. Other related parties with whom transactions have taken place:

Description of Relationship Name of the Party

Fellow Subsidiaries Mahen Distribution Limited
Entities over which significant influence is exercised by the Key Saboo Coatings Limited
Management Personnel VBL Innovations Private Limited

Vardhan Properties & Investment Limited

Entiies over which significant influence is exercised by relative of Dream Digital Technology Limited
the Key Management Personnel

Key Management Personnel Mr. Y. Saboo (Managing director)
Mr. C Raja Sekhar (Chief Financial Officer)
Mr. Anil Dhiman (Company Secretary)

Relatives of Key Management Personnel Mr. R K Saboo
Mr. Pranav Saboo
Mrs. Usha Saboo
Mrs. Anuradha Saboo

c. Fransactions with related partics

Nature of transactions For the year ended For the year ended
31 March 2016 31 March 2015
i) Purchase of goods 93,193 6,717,707
- KDDL Limited 93,193 1,477,022
- Mahen Distribution Limited - 5,240,685
b) Sales of goods 3,300,241 522,732
- VBL Innovations Private Limited 3,150,000 -
- Saboo Coatings Limited 81,445 160,494
- KDDL Limited 68,796 316,563
- Dream Digital Technology Limited - 45,675
¢) Employee benefits paid 5,289,288 4,489,300
- Mrs. Anuradha Saboo 290,327 -
- Mr. C. Raja Sekhar 4,378,953 3,978,200
- Mr. Anil Dhiman 620,008 511,100
) Personnel expenses Paid 959,398 711,631
- KDDL Limited 959,398 711,631
¢) Personnel expenses Received - 3,938,166
- Mahen Distribution Limited - 3,938,166
f) Interest expenses 2,413,210 2,507,827
- Mr. R K Saboo 832,398 1,234,928
- Mahen Distribution Limited - 115,643
- Vardhan Properties & Investment Limited 778,630 =
- Dream Digital Technology Limited 802,182 1,157,256
2) Rent expense 4,655,202 3,782,801
- KDDL Limited 4,655,202 3,782,801
h) Publicity and advertisement (including service tax) 28,356,807 22,355,002
- Dream Digital Technology Limited 28,270,364 * 22,355,002
- KDDL Limited 86,443 -

i) Reimb t of exp paid 2,007,781 1,819,174
- KDDL Limited 2,007,781 1,819,174
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Nature of transactions

For the year ended
31 March 2016

For the year ended
31 March 2015

i) Reimbur t of exp received ~ 1,530,133
- Mabhen Distribution Limited 1,530,133
k) Loan taken 17,000,000 11,500,000
- Mr R K Saboo 7,000,000 -
- Vardhan Properties & Investment Limited 10,000,000 -
- Mahen Distribution Limited - 6,500,000
- Dream Digital Technology Limited 5,000,000
1) Loan repaid - 23,500,060
- Mr RK Saboo 12,000,000
- Mahen Distribution Limited 6,500,000
- Dream Digital Technology Limited . 5,000,060
m) Payment made on our behalf by the company 5 450,534
- KDDL Limited - 450,534
n) Payment made on behalf of the company 101,305 1,225,644
- Mabhen Distribution Limited 101,305 1,225,644
1) 14% Compulsory Convertible Preference Shares issued - 20,100,210
- KDDL Limited = 2,499,900
- VBL Innovations Private Limited = 2,600,000
- Dream Digital Technology Limited = 5,000,060
- Mr. R K Saboo = 6,000,150
- Mr Y Saboo - 2,500,030
- Mrs. Anuradha Saboo = 1,500,070
p) Equity shares issued 7,769,300 25,000
- Mr C. Raja Sekhar 77,000 25,000
- KDDL Limited 7,692,300 -
q) Share premium received 103,009,190 225,000
- Mr. C. Raja Sekhar 701,600 225,000
- KDDL Limited 102,307,590 -
r) Guarantees given on behalf of the Company 122,500,000 240,000,000
- KDDL Limited 27,500,000 80,000,000
- Mr. RK Saboo 27,500,000 80,000,000
- Mr. Y Saboo 67,500,000 80,000,000
* This figure includes an amount of Rs. 24,489 434 which has been reimbursed by brands
d. Outstanding balances as at year end
Particulars As at As at

31 March 2016

31 March 2015

Payables
Dream Digital Technology Limited
Vardhan Properties & Investment Limited
- KDDL Limited

Receivables / Advances
- Mahen Distribution Limited
- VBL Innovations Private Limited

- KDDL Limited

- Mr. R K Saboo

- Mr. Y Saboo
Mrs. A Saboo

- KDDL Limited

- VBL Innovations Private Limited

- Dream Digital Technology Limited
- Mr. R K Saboo

- Mr. Y Saboo

- Mrs. A Saboo

12% Cumulative Compulsory Convertible Preference Shares

14% Cumulative Compulsory Convertible Preference Shares

18,900,094
10,763,313
314,316
7,822,465

2,757,694

2,757,694

37,499,110
14,999,930
10,000,100
9,999,000
2,500,080

20,100,210
2,499,900
2,600,000
5,000,060
6,000,150
2,500,030
1,500,070

7,352,069
6,176,383

1,175,686

1,316,980
1,316,980

27,499,010
14,999,930
5,000,050
4,998.950
2,500,080

20,100,210
2,499,900
2,600,000
5,000,060
6,000,150
2,500,030
1,500,070
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r Particulars As at As at
31 March 2016 31 Mareh 2015
Equity Share Capital 99,690,230 91,437,990
- Mabhen Distribution Limited 22,931,500 22.371,500
KDDL Limited 76,566,420 68,874,180
- Mr. Y Saboo 192,310 192,310
- Mr C. Raja Sekhar 106,870 105.560
Unsecured loans 21,999,940 4,999,940
- Dream Digital Technology Limited 4,999,940 4,999,940
- Vardhan Properties & [nvestment Limited 10,000,000
- Mr R K Saboo 7,000,000
Interest Payable - 522,733
- Dream Digital Technology Limited 522,733
Guarantees taken by the company 1,770,215,349 1,704,129,776
- KDDL Limited 598,587,328 594,972,751
- Mr R K Saboo 490,770,347 467,592,137
- Mr Y Saboo 638,587,328 594,972,751
- Mrs. U Saboo 42,270,347 46,592,137

30. Disclosures on Employee share based payments

(a) Employee Stock Option Scheme
In the annual general meeting held on 15 September 2011, the shareholders approved the issue of options not exceeding 84,000 options under the Scheme titled “KRL Employee
Stock Option Plan - 20117 (ESOP)

The ESOP allows the issue of options to eligible employees of the Company. Each option comprises one underlying equity share

As per the Scheme, the Compensation Committee grants the options to the employees deemed eligible The exercise price of each option shall be equal to the “Market Price” as
defined in the Scheme. The options granted vest as follows. Options may be exercised within 2 years of vesting

1. 50% of the options granted to the selected employee shall vest on 1st April, 2014 in case there is continuation of his service till the date of vesting

2. 50% on the first day of the financial year subsequent to the achievement of billing of Rs. 300 crores in any financial year by the Company, subject to the continuation of service till
the date of vesting However there shall remain a gap of minimum one year between the date of grant and the date of vesting under this clause The compensation committee shall
declare such date as and when it is triggered

The Company has in its Compensation Committee meeting on 04 01 2013 granted outstanding 2,500 options to employee of the Company. The above options have been issued by the
Compensation Committee in accordance with the terms & conditions of the "KRL Employee Stock Option Plan-2011" (ESOP)

In the Extraordinary General Meeting held on 10.03.2014, the shareholders appproved the issue of options not exceeding 3,50,000 options under the Scheme titled "Ethos Employee
Stock Option Plan — 2013"

The ESOP allows the issue of options to eligible employees of the Company. Each option comprises one underlying equity share

As per the Scheme, the Compensation Committee grants the options to the employees deemed eligible. The exercise price of each option shall be equal to the “Market Price” as
defined in the Scheme. The options granted vest as follows. Options may be exercised within 3 years of vesting.

1. 50% of the options granted to the selected employee shall vest on 1st October,2017 in case there is continuation of his service till the date of vesting

2 50% on the first day of the financial year subsequent to the achievement of billing of Rs. 500 crores in any financial year by the Company, subject to the

continuation of service till the date of vesting. However there shall remain a gap of minimum one year between the date of grant and the date of vesting under

this clause. The compensation committee shall declare such date as and when it is triggered

The Company has in its Compensation Committee meeting on 04 08 2014 granted outstanding 3,500 options to employee of the holding Company The above options have been issued

an

by the Compensation Committee in accordance with the terms & conditions of the "Ethos Employee Stock Option Plan — 2013

The difference between the market price of the share underlying the options granted on the date of grant of option and the exercise price of the option (being the intrinsic value of the
option) representing Stock compensation expense is expensed over the vesting period
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0

-

(c)

(d)

Employee stock options details as on the Balance Sheet date are as follows:
Particulars During the year ended During the year ended
31 March 2016 31 March 2015

Options Weighted average Options Weighted average exercise
KRL Employee Stock Option Scheme - 2011
Option outstanding at the beginning of the year 54,750 100 72,000 100
Granted during the year . - -
Vested during the year 54,750 100 -
Exercised during the year 54,750 100 17,250
Lapsed during the year - - - B
Options outstanding at the end of the year - - 54,750 100
Options exercisable at the end of the year - 18,750 -
No. of shares arising out of the options outstanding 54.750 F
KRL Employee Stock Option Scheme - 2011
Option outstanding at the beginning of the year 1,250 110 2,500 110
Granted during the year - -
Vested during the year 1,250 -
Exercised during the year 1,250 1,250 -
Lapsed during the year - - - B
Options outstanding at the end of the year - 110 1,250 110
Options excersicable at the end of the year - - - =
No. of shares arsising out of the options outstanding - - 1,250
Ethos Employee Stock Option Scheme - 2013
Option outstanding at the beginning of the year 258,000 120 264,000 120
Granted during the year - -
Vested during the year -
Exercised during the year - - - &
Lapsed during the year 30,000 120 6,000 120
Options outstanding at the end of the year 228,000 120 258,000 120
Options available for grant at the end of year - 82,500 120
Options excersicable at the end of the year - - =
No. of shares arsising out of the options outstanding 228,000 258,000
Ethos Employee Stock Option Scheme - 2013
Option outstanding at the beginning of the year 3,500 120 - -
Granted during the year - 3,500 120
Vested during the year - -
Exercised during the year F =
Lapsed during the year - - - .
Options outstanding at the end of the year 3,500 120 3,500 120
Options available for grant at the end of year -
Options excersicable at the end of the year - =
No. of shares arsising out of the options outstanding 3,500 - 3,500
Weighted average fair value of the options during the year 56.08

Weighted average remaining contractual life (Years) (KRL1/KRL2/Ethos) 2.55/1.24/3.56/3 16

The impact on Earnings per Share if the ‘fair value’ of the options (on the date of the grant) were considered instead of the ‘intrinsic value’ is as under:

Particulars As at As at
31 March 2016 31 March 2015
(59,466,501)

Net profit after tax (as reported) 23,594,999

Less: arrears of fixed cumulative preference dividend (30,113,640) (22,079.908)
Less: stock based compensation expenses determined under fair (2,273,667) (2,618,795}
value method for the grants issued

Adjusted net profit / (loss) (91,853,809) (1,103,704)
Basic earnings per share (as reported) (754) 013
Basic earnings / (loss) per share (adjusted) (7.43) (0.10)
Diluted eamings per share (as reported) (7.54) 013
Diluted eamings / (loss) per share (adjusted) (7.43) * -0.10*

* The effect of 12% cumulative compulsorily convertible and 14% cumulative compulsorily convertible preference shares being anti-dilutive in nature, dilutive EPS had not been
computed

The fair value of the options has been determined under the Black-Scholes model. The assumptions used in this model for calculating fair value are as below:

Assumptions As at As at
31 March 2016 31 March 2015
Risk Free Interest Rate-KRLI/KRL2/Ethos 8 50%/8.00%/7.60%/7.60% 8.50%/8 00%/7 60%/7.60%%
Expected Life (years) -KRL I/KRL2/Ethos 3.55/2.24/4.56/4.16 3.55/2 24/4 56/4 16
Expected Annual Volatility of Shares * -
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31. Employee benefits

The disclosures required under Accounting Standard 15 “"Employee Benefits” are given below:

Defined Contribution Plan

Contributions to Defined Contribution Plan, recognised and debited to the Statement of Profit and Loss are as under:

Particulars

Employer’s contribution to provident fund

As at
31 March 2016

7,626,584

As at
31 March 2015

6,492,439

Defined Benefit Plan

The employees’ gratuity fund scheme managed by Life Insurance Corporation of India is a defined ben

¢fit plan. The present value of obligation is determined based on actuarial

valuation using the Projected Unit Credit Method, which recognises each period of service as giving rise to additional unit of employee benefit entitlement and measures each unit

separately to build up the final obligation. The Company made annual contributions to the LIC of India of an amount advised by the LIC.

Gratuity

Particulars

As at
31 March 2016

As at
31 March 2015

Changes in the present value of defined benefit obligation
Present value of obligation at the beginning of the year
Current service cost

Interest cost

Benefits paid

Actuarinl (gain) / loss on obligations

Present value of obligations at the end of the year

Changes in the fair value of plan assets

Fair value of plan assets at the beginning of the year
Expected return on plan assets

Contributions

Benefits paid

Actuarial gain/ (loss) on plan assets

Fair value of plan assets at the end of the year

Net liability recognised in the Balance Sheet
Present value of obligation at the end of the year
FFair value of plan assets at the end of the year
Net liability recognised in the Balance Sheet

Expense recognised in the Statement of Profit and Loss
Current service cost

Interest cost on benefit obligation

Expected return on plan assets

Net actuarial loss recognised in the year

Actuarial (Gain) / Loss recognized

Actuarial gain/ (loss) for the year - Obligation

Actuarial gain/ (loss) for the year - Plan Assets

Total gair/ (loss) for the year

Actuarial (gain)/ loss recognized in the year
Unrecognized actuarial (gain)/ loss at the end of the year

Actuarial assumptions

Discount rate

Expected return on plan assets

Estimated rate of increase in compensation levels

Demographic assumptions
Mortality

Retirement age
Attrition rates
Upto 30 years
30 to 44 years
Above 44 years

5,586,012
1412,764
446,881

(446,948)

(289,164)

4311,587

1,212,620

344,927
(87,231)
1195,891)

6,709,545

5,586,012

4,381,575

378,070

1,149,059
(446,948)
(100,242

3,500,808
304,104
700,000
(87,231)
(36,106)

5.361,514

4,381,575

6,709,545
5361514

5,586,012
4,381,575

(1,348,031)

(1,204,437)

1,412,764
446,881
(378,070)
(188,922)

1,212,620
344,927
(304,104)
(159,785)

Net expense/(gain) recognised in Statement of Profit and Loss

1,292,653

1,093,658

289,164
(100,242)
188,922
188,922

195,891
(36,106)
159,785

159.785

8 00%
9.00%
5.00%

Indian assured lives
woitality (2006-08)

8.00%
9.00%
5.00%

Indian assured lives mortality
(2006-08)
58
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The estimates l}‘-ﬂﬁh&?:iqu‘!asg in compensation levels, considered in actuarial valuation, take account of inflation, seniorily, promotions and other relevant factors such as supply and
demand in 1h;{fmﬁlw_\'rrnrni-:_nul'k\:[ Discount rate is based on market yields prevailing on government bond as at the end of year for the estimated term of obligation
/s '

L

[©2 \r—\
11‘._J|I gL* ith) o)

el D gl B
\ L% _/ f
N T ol
™~ ., .-/



ETHOS LIMITED
Notes to financial statements for the year ended 31 March 2016
(Antount in Rupees unless otherwise stated)

32.

33.

Compensated absences

Particulars As at As at
31 Murch 2016 31 March 2015
Actuarial assumptions
[Dseount rate 8.00% 8 00%
[Estimated rate of increase in compensation levels 500% 5.00%
Demographic assumptions
Mortality Indian assured lives Indian assured lives mortality
mortality (2006-08) (2006-08)

Retirement age 58 58
Adrritipn rates

Upto 30 years 3% 3%

30 to 44 years 2% 2%,

Above 44 years 1% 1%

The disclosure relating to experience adjustments have not been given in the financial statements, the management is of the view that the same will not be material to the overall
financial statement disclosure and presentation

The Company has taken showrooms under operating lease arrangements, with an option of renewal at the end of the lease term and escalation clauses in some of the cases. Lease
payments (gross of reimbursements) charged during the year to the Statement of Profit and Loss aggregate (excluding service tax) Rs. 260,701,564 (previous year Rs, 240,868,713)
[including Rs. 65,558,040 towards cancellable lease (previous year Rs. 136,963,753)].

Future minimum lease payments due As at As at

31 March 2016 31 March 2015
Within one year 155,314,591 109,464,129
Later than one year and not later than five years 370,096,491 294,260,993
More than 5 years 30,274,742 52,850,729
Total 555,685,824 456,575,851

Segment reporting
The Company is in the business of trading of watches, accessories and luxury items, which constitutes a single business segment, primarily in India.

The Company is organised in two key geographical segments, based upon the location of its customers within India {(domestic) and outside India (exports).

Information in respect of geographical segments is as follows:
Year ended 31 March 2016

Particulars Within India Outside India Total
Segment revenue* 3,286,712,492 - 3,286,712,492
Segment Assets 2,081,247,464 - 2,081,247,464
Capital expenditure (33,229, 786) - (35,229.786)

Year ended 31 March 2015

Particulars Within India Outside India Total
Segment revenue* 2,804,545,259 5,612,552 2,810,157,811
Segment Assets 1,874,692,273 . 1,874,692,273
Capital expenditure (47.829,248) - (47,8249 248)

* Segment revenue excludes other income

Segment Accounting policies
The accounting principles used in the preparation of the financial statements and applied to record revenue and expenditure in individual segments are as set out in Note | (ii) of the
financial statements. The description of segment assets and liabilities and the accounting policies in relation to segment accounting are as follows:

Segment revenue
Segment revenue has been allocated to both the segments on the basis of specific identification.

Segment assets

Segment assets include all operating assets used by the segment and consist principally of fixed assets, capital work in progress, trade receivables etc. Segment assets do not include
advance tax and deferred tax
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ETHOS LIMITED
Notes to financiol statements for the year ended 31 March 2016
(Amount in Rupees unless otherwise stated)

34. Expenditure and earnings in foreign currency

35.

Earnings in foreign currency

Particulars

As at
31 March 2016

As at
31 March 2015

Duty free sale in foreign currency 266,852,480 266,269,465
Export Sale (FOB basis) - 5,612,552
Reimbursement of rent 1,949,996 2,790,000
Brand incentives - 1,671,080
Total 268,802,476 276,343,097
Expenditures in foreign currency

Particulars As at As at

31 March 2016

31 March 2015

Foreign travel 2,189,697 2,081,511
Software License expense* 29,363 2,826,287
Total 2,219,060 4,907,798
*jying in prepaid expenses as on 31 March 2015 in note 10.
CIF value of imports

Particulars As at As at

Purchase of finished goods for trading

Total

31 March 2016

575,754,837

575,754,837

31 March 2015

484,220,900

484,220,900

The Ministry of Micro, Small and Medium Enterprises has issued an Office Memorandum dated 26 August 2008 which recommends that the Micro and Small Enterprises should
mention in their correspondence with its customers the Entrepreneurs Memorandum Number as allocated after filing of the Memorandum Accordingly, the disclosure in respect of

amounts payable to such enterprises as at the period/year end has been made in the financial statements based o

n information available with the company as under :

Particulars

{a) The principal amount remaining unpaid to any supplier at the end of each accounting
vear,

(b) The interest due thereon remaining unpaid to any supplier at the end of each
accounting year;

(c) The amount of interest paid by the buyer in terms of section 16 of the Micro, Small
and Medium Enterprises Development Act, 2006 ( "MSMED Act"),

(d) The amount of the payment made to the supplier beyond the appointed day during
each accounting year;

() The amount of interest due and payable for the period of delay in making payment
(which have been paid but beyond the appointed day during the year) but without adding
the interest specified under this act;

(f) The amount of interest accrued and remaining unpaid at the end of each accounting
year,

() The amount of further interest remaining due and payable even in the succeeding
years, until such date when the interest dues above are actually paid to the small
cnterprise:

As at
31 March 2016

As at
31 March 2015




ETHOS LIMITED
Notes to financial statements for the year ended 31 March 2016
(Amount in Rupees unless otherwise stated)

36. The Company uses foreign currency forward contracts to hedge its risks associated with foreign currency fluctuations relatin

-

37.

38.

currency forward contracts as at the end of the year for foreign currency payables

Following foreign currency exposures are not hedged, as on 31 March 2016 and 31 March 2015

As at 31 March 2016

As at 31 March 2015

¢ to certain firm commilments. There are open foreign

Particulars Units of Foreign Currency (in Foreign currency) (in Rupees) (in Foreign currency) (in Rupaes)
Trade Payables
CHF 963,674 66,570,615 46,748 2,998,878
UsD 27,080 1,792,171 214,000 13,340,750
SGD 70,959 3,487,641 - -
EURO 143 10,749 25 1,678
The unexpired foreign exchange forward contracts, as on 31 March 2016 and 31 March 2015
’7 As at 31 March 2016 As at 31 March 2015
Units of Foreign Currengy (in Foreign currency) (in Rupees) (in Foreign currency) (in Rupees)
CHF z : 1,652,864 106,031,228
usD 584,688 40,351,086 149,885 9,343,853

The Company has carried out tax computation in accordance with Accounting Standard 22 - Accounting for Taxes on Income notified under Accounting Standards referred to in
section 133 of the Companies Act, 2013 read with Rule 7 of the Companies (Accounts) Rules, 2014 Management is of the view thal it is not virtually certain to realise the deferred tax
assets in the near future In the absence of virtual certainty of realisability of deferred tax assets, the deferred tax assets has been recognised only to the extent of deferred tax liability

The components of net deferred tax assets are as follows:

Deferred tax liabilities on (a)

1. Excess depreciation as per Income tax Act, 1961, over depreciation
as per books

Deferred tax assets on :

As at
31 March 2016

As at

31 March 2015

Excess depreciation as per books over depreciation as per Income tax 15,589,267 9,567,924
Act, 1961
Provision for leave encashment 2,052,871 1,923,803
Provision for gratuity 416,542 410,830
Priwision for bonus 798,610 454,996
Brought forward losses and unabsorbed depreciation 5,533,077 -
Other disallowances under Income tax Act, 1961 2,639,000 820,461
Deferred tax assets (b) 27,029,367 13,178,014
Net deferred tax assets/ (liabilities) [(b)-(a)]| 27,029,367 13,178,014
Net deferred tax assets recognized during the year - 6,257,8704
Net deferred tax assets derecognized (reversed) during the year (13,178,014) -
#'Refer note | (v)
Movement in provision for points accrued under Club Echo Loyality Programme is as under:

Particulars As at As at

Opening provision
Add: amount provided during current year
Less: amount utilised/reversed during current year

31 March 2016

31 March 2015

Closing provision

8,264,277 4,553,178
8,170,686 8,805,313
7,375,095 5,094,214
9,059,868 8,264,277

The Company’s sales model comprises of outright sales of purchased goods to customers as well as items placed on a consignment basis with the Company, though billed by the
Company. As a revenue recognition policy, consignment sales are not part of the Company’s sales in the Statement of Profit and 1.0ss since only the related commission income forms

part of the other operating income
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ETHOS LIMITED
Notes to financial statements for the year ended 31 March 2016
(Amount in Rupees unless otherwise stated)

39.

40.

41.

42.

43.

44 .

Had the billings under the consignment arrangement are also included, the gross billings would work out to be as under:

As at As at
31 March 2016 31 March 2015
Sales (gross including billings under consignment arrangement and sales tax) 3,691,485,354 3,154,152,096
Less: consignment sales 1,053,968 215,774
Less: sales tax 432,333,559 359,664,420
Net sales 3,258,097,827 2,794,271,902

The Company’s business consists of trading of watches, accessories and luxury items and rendering of related after sales services. Such activities are carried out largely through
premises taken under operating lease / leave and license arrangements. Such arrangements normally call for security deposits, refundable at the end of the term of arrangement. The
Company considers such deposits as a pat of investing activitics, being deposited for long term real estate/leased premises and which are refundable.

The Company’s leasing arrangements include payment of lease rentals based on the revenue sharing model as well as fixed payments with cost escalations over the lease term. After
reviewing the status of leases as well as considering the fact that lease charges of some of the retail stores of the company being directly based on the revenue sharing model which
contribute substantial part of the aggregate lease charge and having established the revenue growth over the period of last three years, the management is of the opinion that the lease
charge on the basis of the terms of the lease agreements will be more representative of the systemalic basis of time patter of the user’s benefit of the leased space. Accordingly, the
Company has charged lease rent on the basis of terms of the lease agreement.

During the current year, a fire broke out in one of the stores located at Ambience Mall, Gurgaon, thereby resulting in a loss of Rs. 2.78 millions on account of damage to fixed assets
(furniture and leasehold improvements) and Rs. 4.10 millions on account of damage to inventory. Consequently, the Company has filed an insurance claim with the insurance
Company. Pending final acceptance of the amount by the insurance Company as at 31 March 2016, the Company has recognised an amount of Rs. 6.88 millions as receivable in the
financials appearing under the "Non-current assets”, thereby having no impact on profit and loss for the year. Any turther changes to the insurance claim amount will be accounted for
once the amount gets finalized with the irsurance company.

Pursuant to amendment in the Payment of Bonus Act, 1965, the Company is required to pay additional bonus to the employees retrospectively from 1 April 2014. However, based
upon the stay order of the Hon'ble High Court of Kerala and legal opinion of the consultant, the Company is of the view that additional bonus amount of Rs. 3,801,579 for the financial
year 2014-15 need not be provided. Accordingly, the Company has provided for additiona bonus only for the year 2015-16.

Previous year figures have been regrouped / reclassified wherever considered necessary, to conform to current period's classification.

As per our report of even date attached

ForBSR & Co. LLP Forand on behalf of the Board of directors of Ethos Limited
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