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INDEPENDENT AUDITOR’S REPORT

To the Members of Spice Retail Limited

Report on the Standalone Financial Statements

We have audited the accompanying standalone financial statements of Spice Retail Limited (“the Company™),
which comprise the Balance Sheet as at March 31, 2015, the Statement of Profit and Loss, the Cash Flow
Statement for the period then ended, and a summary of the significant accounting policies and other explanatory
information.

Management’s Responsibility for the Standalone 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 standalone 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 of 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.

Auditor’s Responsibility
Our responsibility is to express an opinion on these standalone 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 disclosures in the
financial statements. The procedures selected depend on the auditor’s judgment, including the assessment of the
risks of material misstatement of the financial statements, whether due to fraud or error. In making those risk
assessments, the auditor considers internal 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, but not for the purpose of expressing an opinion on whether the Company has in place an
adequate internal financial controls system over financial reporting and the operating effectiveness of such
controls. 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.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit
opinion on the standalone financial statements.

Basis for Qualified Opinion

The Company has not made any provision for receivable of Rs.248,420 thousand from Cellucom Retail India
Private Limited, a wholly owned subsidiary of the Company, whose net worth has been fully eroded. In our
opinion, this has to be fully provided for and had the same been considered the loss would be lugher by
Rs.248,420 thousand with corresponding impact on the reserves. / .
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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, the aforesaid standalone 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 March 31, 2015, and its loss and its cash flows for the period ended on that date.

Emphasis of Matter

Without qualifying our opinion, we draw attention to Note 37 in the financial statements which indicates that the
Company has incurred a net loss of Rs. 1,529,271 thousand during the period ended March 31, 2015 and as of
that date; the Company’s current liabilities exceeded its current assets by Rs. 1,330,436 thousand. These
conditions, along with other matters as set forth in said Note, indicate the existence of a material uncertainty that
may cast significant doubt about the Company’s ability to continue as a going concern.

Report on Other Legal and Regulatory Requirements

1. As required by the Companies (Auditor’s Report) Order, 2015 (“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
statement on the matters specified in paragraphs 3 and 4 of the Order.

2. Asrequired by Section 143 (3) of the Act, we report that:

(a) ‘We have sought and, except for the matter described in the Basis for Qualified Opinion paragraph,
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, in our opinion,
proper books of account as required by the law have been kept by the Company so far as it appears from
our examination of those books.

(¢) 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, in our opinion,
the aforesaid standalone financial statements comply with the Accounting Standards specified under
Section 133 of the Act, read with Rule 7 of the Companies (Accounts) Rules, 2014.

(e) The matter described in the Basis for Qualified Opinion paragraph above, in our opinion, may have an
adverse effect on the functioning of the Company;

(f)  On the basis of the written representations received from the directors as on March 31, 2015 taken on
record by the Board of Directors, none of the directors is disqualified as on March 31, 2015 from being
appointed as a director in terms of Section 164 (2) of the Act.

(g) The qualification relating to the maintenance of accounts and other matters connected therewith are as
stated in the Basis for Qualified Opinion paragraph above.

(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 Note 30 to the financial statements;

ii.  The Company did not have any long-term contracts including derivative contracts for which there
were any material foreseeable losses;

l £37, O\
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iii. There were no amounts which were required to be transferred to the Investor Education and
Protection Fund by the Company.

For S.R. Batliboi & Co. LLP
Chartered Accountants
ICAI Firm registration number: 301003E

- )
per Anil Gupta
Partner /-

Membership no.: 87921 | . .
' \ '-.\ S #". f
Place: Nf}j 6‘9 \\\”’\ I ///‘
Date: ' ‘ S
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Annexure veferred to in paragraph ‘Report on Other Legal and Regulatory Requirements’ of our
report of even date
Re: Spice Retail Limited (‘the Company’)

(i) (a) The Company has maintained proper records showing full particulars, including quantitative details
and situation of fixed assets.

(b) All fixed assets were physically verified by the management in the previous year in accordance
with a planned programme of veufymg them once in two years which, in our opinion, is
reasonable having regard to the size of the Company and the nature of its assets. No material
discrepancies were noticed on such verification.

(ii) (a) The management has conducted physical verification of inventory at reasonable intervals during the
period.

(b) The procedures of physical verification of inventory followed by the management are reasonable
and adequate in relation to the size of the Company and the nature of its business.

(¢) The Company is maintaining proper records of inventory and no material discrepancies were
noticed on physical verification.

(iii) (a) According to the information and explanations given to us, the Company has not granted any ‘
loans, secured or unsecured to companies, firms or other parties covered in the register maintained
under section 189 of the Companies Act, 2013. Accordingly, the provisions of clause 3(iii)(a) and
(b) of the Order are not applicable to the Company and hence not commented upon.

(iv) In our opinion and according to the information and explanations given to us and having regard to
the explanation that purchases of items of inventories and certain fixed assets are of proprletaly
nature for which alternative sources are not available to obtain comparable quotations, there is an
adequate internal control system commensurate with the size of the Company and the nature of its
business, for the purchase of inventory and fixed assets and for the sale of goods and services.
During the course of our audit, we have not observed any major weakness or contummg failure to
correct any major weakness in the internal control system of the Company in respect of these

arcas.
W) The Company has not accepted any deposits from the public.
(vi) To the best of our knowledge and as explained, the Central Government has not specified the

maintenance of cost records under clause 148(1) of the Companies Act, 2013, for the
products/services of the Company.

(vii)  (a) The Company is generally regular in depositing with appropriate authorities undisputed
statutory dues including provident fund, employees’ state insurance fund, income-tax, sales-tax,
wealth-tax, service tax, customs duty, excise duty, value added tax, cess and other material
statutory dues applicable to it.

(b) According to the information and explanations given to us, no undisputed amounts payable in
respect of provident fund, employees’ state insurance fund, income-tax, sales-tax, wealth-tax,
service tax, duty of customs, duty of excise, value added tax, cess and other material statutory
dues were outstanding at the period end, for a period of more than six months from the date they
became payable except for an amount of Rs. 546 thousand in respect of Chattisgarh entry tax
payable for the years 2006-07 to 2007-08 (excluding Rs. 2,475 thousand for the years ﬁom ?\008- 4

/
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09 to 2010-11 against which Company has filed appeal with Deputy Commissioner of
Commercial taxes (Appeals), Raipur). '

(c) According to the records of the Company, the dues outstanding of income-tax, sales-tax,
wealth-tax, service tax, duty of customs, duty of excise, value added tax and cess on account of
any dispute, are as follows:

Act, 1956

furnishing of Form F

Name of the statute Nature of dues Amount Period to which Forum where dispute is
(Rs. in the amount relates pending
‘000)
Tamil Nadu General | Tax on transfer / 814 | 1993-94 High Court, Chennai
Sales Tax Act, 1959 | replacement of 1996-97
material under
Annual Maintenance
Contract
West Bengal Sales Demand for Local 6,924 | 2005-06 Joint Commissioner of
Tax Act, 1956 Sales Tax 2007-08 Commercial Taxes,
: Kolkata
Central Sales Tax Demand for Central 737 | 2005-06 Joint Commissioner of
Act, 1956 Sales Tax Commercial Taxes,
Kolkata
Central Sales Tax Demand against non- 4,864 | 2002-03 Additional Commissioner
Act, 1956 read with submission of Sales 2003-04 Appeals, Delhi
the Delhi Sales Tax Tax forms
Act, 1975 SRS
Central Sales Tax Demand against Sales 3,931 | 2006-07 Joint Commissioner of
Act, 1956 Tax 2008-11 Commercial Taxes, Patna
Entry Tax Act, 1976 Demand for Entry 2,475 | 2008-09 Deputy Commissioner of
Tax 2010-11 Commercial Taxes
‘ (Appeals), Raipur
Entry Tax Act, 1976 Demand for Entry 4,523 | 2011-12 Hon’ble High Court of
Tax 2012-13 Himachal Pradesh, Shimla
Income Tax Act, Demand for TDS 351 | 2011-12 Assistant Commissioner of]
1961 Income Tax
"TNVAT Act 2006 Demand for VAT 473 | 2007-08 Appellate Deputy
2008-09 Commissioner  (CT-111)
2009-10 Chennai
West Bengal VAT Demand for VAT 254,304 | 2009-10 Senior Joint Commissioner
Act 2003 2010-11 of Commercial Taxes
2011-12
Central Sales Tax Demand against 5,100 | 2009-10 Tribunal of Commercial
Act, 1956 wrongly issued of Taxes —~Gujarat
Form C instead of
Form F
Rajasthan VAT Act, Demand raised for 42,067 | 2009-10 Deputy Commissioner of
2003 differential VAT 2010-11 Commercial Taxes
2011-12 (Appeals 11) Rajasthan
2012-13
West Bengal VAT Demand for Local 30,004 | 2010-11 Jt. Commissioner of
Act, 2003 Sales Tax 2011-12 Commercial Taxes -South
Circle, Kolkata
Central Sales Tax - Demand for Non- 13,059 | 2011-12 Jt. Commissioner of

Commercial Taxes —
South Circle, Kolkata
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(d) There were no amounts which were required to be transferred to the Investor Education and
Protection Fund by the Company.

(viii) ~ Without considering the consequential effects, if any, of the matter stated in paragraph of our
auditors’ report, the Company’s accumulated losses at the end of the financial period are more
than fifty percent of its net worth. The Company has incurred cash loss during the current period.
In the immediately preceding financial year, the Company had not incurred cash loss.

(ix) Based on our audit procedures and as per the information and explanations given by the
management, we are of the opinion that the Company has not defaulted in repayment of dues to
any bank. The Company did not have any outstanding debentures and loan from financial
institution during the period. '

(x) According to the information and explanations given to us, the Company has not given any
guarantee for loans taken by others from bank or financial institutions.

(xi) The Company did not have any term loans outstanding during the period.

(xii) We have been informed that two employees of the Company had misappropriated funds
amounting to Rs.927 thousand during preceding year and the period under audit. Investigations
are in progress. The Company is also adequately covered by fidelity insurance cover and has
received claims of Rs. 520 thousand till March 31, 2015 from the insurance company.

For S.R. Batliboi & Co. LLP
Chartered Accountants
ICAI Firm Registration Number: 301003E

per Anil Gupta
Partner
Membership Number: 87921 ("

glac?N CD) 9@
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Spice Retail Limited
CIN: U32201HP1988PLC008020
Regd. Address: Village Billanwali Labana, Post Office - Baddi, Tehsil Nalagarh, Baddi, Himachal Pradesh — 173205

Balance Sheet as at March 31, 2015

Notes 31-Mar-15 30-Jun-14
Rs.(000's) Rs.(000's)
Equity and liabilities
Shareholders’ funds
Share capital 3 847,174 447,174
Reserves and surplus 4 (2,023,836) (494,565)
(1,176,662) (47,391)
Non-current liabilities
Other long-term liabilities 5 52,294 62,850
Long-term provisions 6 12,652 13,569
64,946 76,419
Current liabilities
Short-term borrowings 7 750,702 747,390
Trade payables 8 3,058,970 2,510,467
Other current liabilities 8 363,481 277,493
Short-term provisions 6 219,817 203,156
4,392,970 3,738,506
TOTAL 3,281,254 3,767,534
Assets
Non-current assets
Fixed assets
Tangible assets 9 109,993 119,666
Intangible assets 10 26,902 24,542
Non-current investments 11 - 182,439
Long-term loans and advances 12 78,961 93,634
Other non-current assets 13.2 2,864 1,361
218,720 421,642
Current assets
Inventories 14 1,084,183 871,036
Trade receivables 13.1 910,332 903,013
Cash and bank balances 15 783,413 849,557
Short-term loans and advances 12 264,769 691,716
Other current assets 13.2 19,837 30,570
3,062,534 3,345,892
TOTAL 3,281,254 3,767,534
Summary of significant accounting policies 2.1

The accompanying notes are an integral part of the financial statements.

As per our report of even date

For S.R. Batliboi & Co. LLP
Chartered Accountants

ICAI Firm registration number: 301003E

(~p me&f

per Anil Gupta

Partner )

Membership no.: 87921 .-~
/ V4

For and on behalf of the Board of Directors of Spice Retail | mited

AV KW)

Subroto Chattopadhya
Director 4
DIN:00087730

Palakkal Krishna Kumar
Chief Executive Officer

irector
DIN:00012223

Gopal Sadani
Company Secretary
Membership no.: A27683

W

s

[3

Subramanian Murali

Director

DIN:00041261




Spice Retail Limited
CIN: U32201HP1988PLC008020
Regd. Address: Village Billanwali Labana, Post Office - Baddi, Tehsil Nalagarh, Baddi, Himachal Pradesh — 173205

Statement of Profit & Loss for the nine months period ended March 31, 2015

Notes 31-Mar-15 30-Jun-14
Rs.(000's) Rs.(000's)

Income
Revenue from operations 16 13,879,249 18,577,670
Revenue from operations (net) 13,879,249 18,577,670
Other income 17 64,452 47,161
Total revenue (I) 13,943,701 18,624,831
Expenses
Purchase of traded goods 18.1 12,624,214 15,993,461
(Increase) in inventories 18.2 (213,147) (49,436)
Employee benefits expense 19 483,095 546,729
Other expenses 20 1,571,968 2,107,728
Total (II) 14,466,130 18,598,482
Earnings before depreciation, amortization, finance (522,429) 26,349
costs, tax and exceptional items (EBITDA) (I) — (II)
Depreciation and amortization expense 21 61,837 111,314
Finance costs 22 54,893 23,685
Exeptional items 23 890,112 26,698
(Loss) for the period/year (1,529,271) (135,346)
Earnings per equity share [nominal value of share Rs. 24
10 (30 June 2014: Rs. 10)1
Basic and diluted (33.33) (3.03)
Summary of significant accounting policies 2.1

The accompanying notes are an integral part of the financial statements.

As per our report of even date

For S.R. Batliboi & Co. LLP For and on behalf of the Board of Directors of Spice Retail Limited
Chartered Accountants

ICAI Firm reqistration number: 301003E

P Cufhip

per Anil Gupta
Partner
Membership no.: 87921

5“""3“;}1 Se Hazra Subramanianf Murali

Director
DIN:00041261 (

Subroto Chattopadhya
Director
DIN:00087730

rector
DIN:00012223

Ny

Place:
Date: W\ o

Gopal Sadani
Company Secreta
Membership no.: A27683

Chief Executive Officer

-




Spice Retail Limited
CIN: U32201HP1988PLC008020
Regd. Address: Village Billanwali Labana, Post Office - Baddi, Tehsil Nalagarh, Baddi, Himachal Pradesh — 173205

Statemient of Cash flow for the nine months period ended March 31, 2015

31-Mar-15 30-Jun-14

Rs.(000's) Rs.{000's)
CASH FLOWS FROM OPERATING ACTIVITIES
(Loss) before tax (1,529,271) (135,346)
Adjustments to recond'e (loss) before tax to net cash fiows
Depreciztion/ amortization 69.510 138.012
(Profit}/Loss on disposal of fixed assets (net) (111) 2,896
Provisions and undaimed baances written back (4,540) (2,884)
Bad Debts Recovered (2.106) (5.033)
Provision for doubtful debts and advances 25,827 16,002
Provision for dmunition in value of Long Term Investment 482,439 =
Interest expense 54,893 23,685
Interest (income) (49,569) (30,166)
Operating profit/(loss) before working capital changes (953,328) 7,166
Mavements in workina capital :
Increase in trade payables 553,370 250,695
(Decrease) / Increase in long-term provisions (917) 1,706
Increase in short-term provisions 16,661 66,194
Increase In other current liabilities 72,499 16,339
(Decrease) in other long-term Fiabilities (10,556) (8,749)
(Increase) in trade receivables (5.429) (5.288)
(Increase) in inventories (213,147) (49,436)
Decrease in long-term loans and advances 14,541 26,486
Decrease in short-term loans and advances 131,300 90.629
Decrease in other current assets 12,149 34,939
Cash generated from /(used in) operations (382,852) 430,680
Direct taxes pa'd (net of refunds) (7.919) (7.410)
Net cash flow from f{used in) operating activities A {390,771) 423,270
CASH FLOWS FROM INVESTING ACTIVITIES
Purchase of fixed assets, induding CWIP and capital advances (68,546) (38.868)
Proceeds from sa'e of fixed assets 526 3,329
Payment of slump sales consideration - {354,000)
Purchase of investments in subsidiaries (300,000) =
Loan from subsidiary company received back 278,000 =
Movement in fixed deposits (havina oria'nal maturity of more than three months) (35,655) (304,375)
Interest received 48,153 30,409
Het cash flow (used in) investing activities B (77,522) (663,505)
CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from issuance of equity share capital 400,000 . -
Proceeds from short-term borrowings 94.862 147.215
Repayment of short-term borrowinas (91,550) (31,825)
Interest paid (35,338) (8,314)
Net cash flow from financing activities C 367,974 107,076
Net (decrease)/increase in cash and cash equivalents (A + B + C) A+B+C (100,319) (133,159)
Cash and cash equivalents at the bea’nning of the period/vear 280,255 57.795
Cash and cash equiva'ents acquired pursuant to Transfer of "Spice” Brand handset - 355,619
Business from Spice Mobility Limited
Cash and cash equivalents at the end of the period/year 179,936 280,255
Components of cash and cash equivalents
Cash on hand 7.451 14,018
VWith banks- deposits 7456 719
\With banks- on current account 171,659 265,518
Total cash and cash equivalents ‘note 15) 179,936 280,255
HNotes :
1. The Cash flow statement has been prepared under the ind'rect method as set out in Accounting Standard 3 on Cash Flow Statements notified by Companies Accounting Standard
Ru'es, 2006 (as amended).

2. Neqative fiqures have been shown in brackets.
Summary of sianificant accounting policies 2.1
The accompanying notes are an integral part of the finandial statements.

As per our report of even date

For S.R. Batliboi & Co. LLP

Chartered Accountants

ICAI Firm registration number: 301003E

O~Sp Qo
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For and on behalf of the Board of Directors of

7 Q4 Wﬁj S"‘“szr:n

-

—

Subramanian Murali

per Anil Gupta Subroto Chattopadhyay Suman G

Partner Director Pfrector Director

Membership no.: 87921 DIN:00012223 & DIN:00041261
N . @J«W

Place 7 Gopal Sadani

-

Chief Executive Officer Company Secretary, Chlef Financial Officer

‘ " / tembership no.: A2768,
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Date:




Spice Retail Limited
CIN: U32201HP1988PLC008020
Regd. Address: Village Billanwali Labana, Post Office - Baddi, Tehsil Nalagarh, Baddi, Himachal Pradesh — 173205

Motes to financial statements for the nine months period ended March 31, 2015
.

1. Corporate information
Spice Reta'l Lim?ed (“the Company”) is 3 pub'ic company domici'ed in India and incorporated under the provisions of the Companies Act, 1956. The Company
is engaged in the business of trading in mobe handsets and related accessories through a cha'n of retal outiets across India.("Retal Business”).

During the previous year, the Company had acquired the undertaking pertaining to mobile handsets business of its ho'd'ng company, Spice Mobity Limted by
way of slump sale. Under this business, the Company is engaged primarily in distribution of "Spice” Brand Handsets through its network of distributors across
India. ("Spice Brand Handset Business™.

2. Basis of preparation

The finzncial statements of the company have been prepared in accordance with the generally accepted accounting princip'es in India (Indian GAAP). The
company has prepared these financial statements to comply in a'l material respects with the accounting standards notified under section 133 of the
Companies Act 2013, read together with paragraph 7 of the Companies (Accounts) Ru'es 2014. The financial statements have been prepared on an accrual
basis and under the historical cost convention, except for derivative financial instruments which have been measured at fa'r value.

The acccunting policies adopted in the preparation of financial statements are consistent with those used in the previous year except for the change in
accounting poticy explained in Note No. 2.1(b) below.

2.1 Summary of significant accounting policies

Change in accounting policy
(a) Depreciation on fixed assets

Trl the year ended 30 June 2014, Schedu'e XIV to the Companies Act, 1956, prescribed requirements concerning depreciation of fixed assets. From the
current period, Schedu'e XIV has been rep'aced by Schedu'e II to the Companies Act, 2013. The appticabty of Schedu'e 11 has resu'ted in the fo'lowing
changes related to depreciation of fived assets. Un'ess stated otherwise, the impact mentioned for the current period is Iely to ho'd good for future years
also.

(b) Useful lives/ depreciation rates

Til the year ended 30 June 2014, depreciation rates prescribed under Schedu'e XIV were treated as min‘mum rates and the Company was not a%owed to
charge depreciation at lower rates even if such lower rates were justified by the estimated useful Ife of the asset. Schedu'e 11 to the Companies Act 2013
prescribes useful ives for fixed assets which, in many cases, are different from [ives prescribed under the erstwhile Schedule XIV. However, Schedu'e II alows
companies to use higher/ lower useful lives and residual values if such useful lives and residual vaiues can be technically supported and justification for
dfference is disclosed in the financial statements.

Considering the app'cab™ty of Schedule 11, the management has re-estimated useful ives and residual vaiues of a'l its fixed assets which are equal to or
lower than useful lives and residual values specified in Schedu'e 11. The management beeves that depreciation rates used by the Company fa'rly reflect its
estimate of the useful ives and residual values of fixed assets, though these rates in certain cases are dfferent from the [fe prescribed under Schedu'e 11.

Had the Company continued to foiow the eariier useful Ife, the depreciation expense for the period vould have been lower by Rs. 7,673 thousand (disclosed
under exceptional items in the statement of profit and loss), loss wou'd have been lower by Rs. 7,673 thousand and the net block of the fixed assets would
have been higher by Rs. 7,673 thousand.

Til year ended 30 June 2014, to comply with the requrements of Schedu'e XIV to the Companies Act, 1956, the Company was charging 100% depredation
on assets costing less than Rs. 5,000 within ene year from the date of acquisition, Hawever, Schedue 11 to the Companies Act 2013, app'icable from the
current year, does not recognize such practice. Hence, to comply with the requirement of Schedute 11 to the Companies Act, 2013, the Company has changad
its accounting poficy for depredation of fixed assets costing less than Rs. 5,000. As per the revised po'icy, the Company Is depreciating such fixed assets over
their useful [fe as assessed by the management. The managament has decided to apply the revised accounting poficy prospectively from accounting periods
commencing on or after 1 July 2014,

The change in accounting for depreciation of fixed assets costing less than Rs. 5,000 did not have any material impact on the loss for the current period.

(c) Use of estimates

The preparation of financial statements in conformity with Indian GAAP requires the management to make judgments, estimates and assumptions that affect
the reported amounts of revenues, expenses, assets and labties and the disciosure of contingent liab™ties, at the end of the reporting period. A'though
these estimates are based on the management’s best knowiedge of current events and actions, uncerta’nty about these assumptions and estimates cou'd
resu't in the outcomes requiring a material adjustment to the carmying amounts of assets or Fiabiities in future periods.

(d) Tangible fixed assets

Fixed assets are stated at cost less accumu'ated deprediation and impa'rment losses, if any. Cost comprises the purchase price and any attributable cost of
bring'ng the asset to its working condtion for its intended use. Borrowing costs refating to acquisition of fixed assets which take substantial period of time to
get ready for its intended use are also included to the extent they relate to the period bl such assets are ready to be put to use.

Subsequent expendture related to an item of fxed asset is added to its book va'ue only if it increases the future benefits from the existing asset beyond its
previously assessed standard of performance. All other expenses on existing fived assets, including day-to-day repa’r and ma'ntenance expendture and cost
of reptacing parts, are charged to the statement of profit and loss for the period during which such expenses are incurred.

Ga'ns or losses ansing from derecognition of fixed assets are measured as the difference between the net dispasal proceeds and the carrying amount of the
asset and are recognized in the statement of profit and loss when the asset is derecognized.




Spice Retail Limited
CIN: U32201HP1988PLC008020
Regd. Address: Village Billanwali Labana, Post Office - Baddi, Tehsil Nalagarh, Baddi, Himachal Pradesh — 173205

Notes to financial statements for the nine months period ended March 31, 2015

{e) Depreciation on tangible fixed assets

1) Accelerated depreciation on leasehold improvements/ furntures and fixtures refated to stores/ warehouses under closure is ca'cu'ated over the notice period
of respective lease of the leased premises,

ii) a) Leasehold improvements are depreciated on straight Fne basis over the primary lease pericd ranging from 2-9 years or its useful Ife whichever is lower
in case of "Spice™ brand handset business.

i) b) Leasehold improvements are amortised over 3 years or unexpired lease period, whichever is earier in case of Retail Business.

i) Depreciation on a'l other tangible fixed assets is ca'cu'ated on a stralght-fne basis using the rates arrived at based on the useful lives estimated by the
management. The Company has used the following rates to provide depreciation on its fixed assets.

Rates (SLM)
Piant and Machinery 6.33%
Computers (other than servers etc) 31.67%
Servers 15.84%
Furnture and Fittinas 10% - 12.5%*
Office Eau'oments 19.00%
Mobile Handsets (incuded under office equnments) 50%*

* The Company considers lower useful Ffe than the I fe prescribed in Schedu'e 11 as per their estimate.
(1} Intangible assets

Intangble assets acquired separately are measured on intial recogntion at cost. Following intial recognition, intang’ble assets are carried at cost less
accumulated amortization and accumutated impairment losses. if anv.

Softwares are amortised over their useful lives on straight Fne basis not exceeding six years.
Intang'ble assets (other than Software) 2re amortized on a straight Ine basis aver the estimated useful economic Ife of threa years.

Ga'ns or losses arising from derecognition of an intang'ble asset are measured as the difference between the net disposal proceads and the carrying amount
of the asset and are recognized in the statement of profit and loss when the asset is derecognized.

(g) Impairment of tangible and intangible assets

The carrying amounts of assets are reviewed at each balance sheet date if there is any indication of impairment based on intermal/external factors. An
impairment loss is recognized wherever the carrying amount of an asset exceeds its recoverable amount. The recoverable amount is the greater of the assets
net sei"ng price and value in use. In assessing value in use, the estimated future cash flows are discounted to their present value using a pre tax discount
rate that reflect current market assessment of the time value of manev and risks soecific to asset.

(h) Leases

Where the Compeny Is the lessee

Leases where the lessor effectively retans substantially all the risks and benefits of ownersh'p of the leased item, are classified as operaling leases. Operating
lease payments are recognized as an expense in the statement of profit and lass on a straight-Ine basis over the lease term.

(i) Borrowing costs
Borrowing cost directiy attributable to the acquisition, construction or production of an asset that necessarily takes a substantial period of time to get ready for

its Intended use or sale are capitatized as part of the cost of the respective asset. All other borrowing costs are expensed in the year they occur. Borrowing
costs consist of interest and other costs that an entity incurs in connection with the borrowing of funds.

(i) Inventories

Inventories are va'ved as follows;

Traded goods, service component and spares and promotional items are valued at lower of cost and net realizable va'ue. Cost includes cost of purchase and
other costs incurred in bring/ng the inventories to their present location and condition. Cost is determined on a moving welghted average basis.

Net reatizable value is the estimated se*ng price in the ordinary course of business, less estimated costs necessary to make the sale.

(k) Revenue recognition

Revenue is recognized to the extent that it Is probable that the economic benefits wil flow to the Company and the revenue can be refiably measured. The
fol'owing specific recoanition criteria must atso be met before revenue is recoqnized.

Safe of goods
Revenue Is recognised when the significant risks and rewards of ownershp of the goods have passed to the buyer, usually on delivery of the goods. The

Company coects sales taxes and velue added taxes (VAT) on beha!f of the government and, therefore, these are not the economic benefits fiowing to the
Company. Hence, they are exdiuded from revenue.

Services Revenve

Revenue is recognized as and when the services are rendered.

Revenve from Brandng Fee

Revenues from branding is recognised aver the period for which contracts are entered.
Interest

Revenue s recognised on a time proportion basis taking into account the amount outstanding and the applicable interest rate. Interest income Is incu'ded i
under the head "other income” in the statement of profit and loss.
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Notes to financial statements for the nine months period ended March 31, 2015

(1) Foreign currency translation
Foreign currency transactions and balances
(1) Initial recogntion

Foreign currency transactions are recorded in the reporting currency, by appfng to the foreign currency amount the exchange rate between the reporting
currency and the forefan currency at the date of the transaction.

(i) Conversion

Foreign currency moenetary items are retranslated using the exchange rate preva®ng at the reporting date. Non-menetary items, which are measured in terms
of historical cost denomnated in a foreign currency, are reported using the exchange rate at the date of the transaction. Non-monetary items, which are
measured at fa'r vaiue or other sim'ar valuation denominated in a forelgn cumrency, are transated using the exchange rate at the date when such value was

(1) Exchange dfferences

Exchange dfferences arising on the settlement of monetary items or on reporting Company's monetary items at rates different from thase at which they were
intiafly recorded during the year, or reported in previous finandial statements, are recognized as income or as expenses in the year in which they arise.

(iv) Forward exchange contracts not intended for trading or specufation purposes

The premium or discount arising at the inception of forward exchange contract is amortized and recognized as an expense/ income over the Ife of the
contract. Exchange differences on such contracts are recognized in the statement of profit and loss in the period In which the exchange rates change. Any
profit or loss arising on canceilation or renewal of such forward exchange contract is also recognized as income or as expense for the year.

(m) Retirement and other employee benefits

i. Retirement benefit in the form of provident fund is a defined contribution scheme. The Company has no obigation, other than the contribution payable to
the provident fund.The Company recognizes contribution payab'e to the pravident fund scheme as an expendture, when an empioyee renders the related
service. If the contribution payable to the scheme for service received before the balance sheet date exceeds the contribution a'ready paid, the defict payable
to the scheme is recognized as a Eab™iy after deducting the contribution a'ready paid. If the contribution a'ready paid exceeds the contribution due for
services received before the balance sheet date, then excess is recognized as an asset to the extent that the pre payment wil lead to, for example, a
reduction in future payment or a cash refund.

ii.Gratuty liabity is a defined benefit obligation and is provided for on the basis of an actuarial va'uation on projected unit credt method made at the end of
each finandal year. In case of “Spice Brand Handset Business™ acquired during the previous year, the Eabifty as at the year end represents the difference
between the actuarial valuation of the gratuly liab2ty of continu'ng employees and the fa'r value of the plan assets with the Life Insurance Corporation of
India (LIC) as at the end of the year. Actuarial gains/losses are immediately taken to the statement of profit and loss and are not deferred.

. Accumu'ated leave, which is expected to be utifized within the next 12 months, is treated as short-term employee benefit. The Company measures the
expected cost of such absences as the addtional amount that it expects to pay as a result of the unused entitlement that has accumulated at the reporting
date.

The Company treats accumulated leave expected to be carried forward beyond twelve months, as long-term employee benefit for measurement purposes.
Such long-term compensated absences are provided for based on the actuarial valuation using the projected unt credt method at the year-end. Actuarial
ga'nsflosses are immediately taken to the statement of profit and loss and are not deferred, The Company presents the leave as a current F2b™ty in the
ba'ance sheet, to the extent it does not have an uncondtional right to defer its settlement for 12 months after the reporting date. \Where Company has the
uncond:tional legal and contractual right to defer the settlement for a period beyond 12 months, the same is presented as non-current Fabty.

(n) Income taxes

Tax expense comprises of current and deferred tax. Current income tax is measured at the amount expected to be paid to the tax authorities in accordance
with the Indian Income Tax Act, 1961, The tax rates and tax laws used to compute the amount are those that are enacted or substantively enacted, at the
reporting date.

Deferred income taxes reflect the impact of current year tim'ng differences between taxable income and accounting income for the year and reversal of timing
differences of eariier years. Deferred tax is measured based on the tax rates and the tax laws enacled or substantively enacted at the balance sheet date.
Deferred tax assets and deferred tax liabitties are offset, if a lega'ly enforceable right exists to set off current tax assels against current tax Fab™ties and the
deferred tax assets and deferred tax lizb“ties relate to the taxes on income levied by same governing taxation laws. Deferred tax assets are recognised only
to the extent that there is reasonable certainty that sufficient future taxable income wil be avalable against which such deferred tax assets can be rea'ised.
In stuations where the Company has unabsorbed depreciation or carry forward tax losses, a'l deferred tax assets are recognised only if there is virtual
certalnty supported by canvindng evidence that they can be rea%ised aga'nst future taxable profits.

At each ba'ance sheet date, the Company re-assesses unrecognised deferred tax assets. It recognises unrecognised deferred tax assets to the extent that it
has become reasonably certain or virtuatly certain, as the case may be, that suffident future taxable income wil be avalable against which such deferred tax
assets can be realised.

The carrying amount of deferred tax assets are reviewed at each ba'ance sheet date. The Company writes-down the carrying amount of a deferred tax asset
to the extent that it is no longer reasonably certain or virtually certain, as the case may be, that sufficent future taxable income wil be avalable against
which deferred tax asset can be realised. Any such write-down is reversed to the extent that it becomes reasonably certain or virtually certa’n, as the case
may be, that sufficient future taxable income wil be avatable.

(o) Earnings Per Share

Basic earn‘ngs per share are ca'culated by dividing the net profit/loss for the period attributable to equity shareho'ders by the welghted averege number of
equity shares outstandng during the period. The weighted average number of equity shares outstanding during the period are adjusted for bonus eement in
a rights issue to existing shareholders.

For the purpose of calculating d'uted earn'ngs per share, the net profit/loss for the period attributable to equity shareho!ders and the weighted average
number of shares outstand.ng during the period are adjusted for the effects of all d'utive potential equity shares.
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Hotes to financial statements for the nine months period ended March 31, 2015

(p) Provisions

A provision is recognised when an enterprise has a present obfigation as a result of past event and it is probable that an outflow of resources wil be required
to settle the obfigation, in respect of which a reliable estimate can be made. Provisions are not discounted to its present value and are determined based on
best estimate required to settle the obligation at the balance sheet date. These are reviewed at each balance sheet date and are adjusted to reflect the
current best manaaement estimates.

(q) Contingent liabilities

A contingent Fabity is a possib'e obligation that arises from past events whose edstence will be confirmed by the occurrence or non-occurrence of one or
more uncertan future events beyond the contral of the Company or a present obiigation that s not recognized because it is not probable that an outflow of
resources wi'l be required to settle the obligation. A contingent FabZty also arises in extremely rare cases wihere there is a Fabity that cannot be recognized
because it cannot be measured refiably. The Company does not recognize a contingent Fabitty but discloses its existence in the financial statements.

(r) Cash and cash equivalents

Cash and cash equiva'ents for the purpases of cash flow statement comprise cash at bank and in hand and short-term investments with an orig'nal maturity of
three months or less.

(s) Segment reporting
Igentification of segments

The Company's operating businesses are organized and managed separately according to the nature of products and services provided, with each segment
representing a strateg’c business unit that offers dfferent products and serves dfferent markets. The analysis of geographical segments is based on the areas
in which maior ooeratina divisions of the Comoanv ooerate.

Segment accounbing poicics

The Company prepares its segment information in conformity with the accounting pofidies adopted for preparing and presenting the finandal statemerits of
the Company as a who'e.

(t) Derivative instruments

As per the ICAI Announcement, accounting for derivative contracts, other than those covered under AS-11, are marked to market on a portfotio basis, and the
net loss is charged to the income statement. Net gans are ignored.

(u) Warranty

The Company gives warranty on spice brand handsets. Warranty costs on these mobie handsets are provided on an accrual basis, taking into account the
past trend of warranty cla'ms received by the “Spice Brand Handset Business™ of the Company, to settle the obligation at the ba'ance sheet date.

(v) Investments

Investment intended to be he'd for more than one year are classified as Long Term Investment. These investments are carried at cost. However, provision for
diminution in value is made to recognise a deciine other than temporary in the value of investments.

(w) Measurement of EBITDA

As permitted by the Guidance Note on the Revised Schedu'e VI to the Companies Act, 1956, the Company has elected to present earmnings before interest,
tax, depreciation and amortization (EBITDA) as a separate Iine item on the face of the statement of profit and loss. The Company measures EBITDA on the
basis of profit/ (loss) from continu'ng operations. In its measurement, the Company does not indude depreciation and amortization expense, finance costs
and tax expense.
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3. Share Capital

31-Mar-15 30-Jun-14
Rs.{000's) Rs.(000's)
Authorized shares
100,000,000 (Previous year 100,000,000) Equity Shares of Rs, 10 each 1,000,000 1,000,000
Issued, subscribed and fully paid-up shares
84,717,401 (Previous year 44,717,401 ) Equity Shares of Rs. 10/- each 847,174 447,174
Total issued, subscribed and fully paid-up share capital 847,174 447,174

(a) Reconciliation of the number of shares outstanding at the beginning and at the end of the reporting peried/year

Equity shares
31-Mar-15 30-Jun-14
No. Rs.{000’s) HNo. Rs.(000's)
At the beqinning of the period/year 44,717,401 447,174 44,717,401 447,174
Issued during the periodfyear 40,000,000 400,000 - #
Outstanding at the end of the period/year 84,717,401 847,174 44,717,401 447,174

(b) Terms/rights attached to equity shares

The Company has only one dass of equity shares having par value of Rs. 10 per share. Each ho!der of equity shares in entitied to one vote per share,

(c) Shares held by holding company

Out of equity shares issued by the Company, shares held by its holding company are as below:

31-Mar-15 30-Jun-14
Rs.{000's) Rs.(000's)
Hindustan Retail Private Limited, the ho!ding company
83,923,139 (Previous year 43,923,139 ) Equity Shares of Rs. 10/- each 839,231 439,231
fully paid up
Spice Mobility Limited, the holding company 7,943 7,943

794,262 (Previous year 794,262 ) Equity Shares of Rs. 10/- each fuliy paid

(c) Aggregate number of shares issued for consideration other than cash during the period of five years immediately preceding the reporting
date:

31-Mar-15 30-Jun-14
No. No.
Equity shares alloted as fully paid-up persuant to contracts for 11,624,840 11,624,840

consideration other than cash

(d) Details of shareholders holding more than 5% shares in the Company

Name of the shareholder As at 31 March 2015 As at 30 June 2014
No. % holding in the No. % holding in the
class class

Equity shares of "10 each fully paid
Hindustan Retail Private Limited, the holding company 83,923,139 99.06% 43,923,139 98.22%

As per records of the Company, including its register of shareholders/ members and other declarations received from shareholders regarding beneficial interest, the
above shareholding represents both legal and beneficial ownerships of shares.
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4. Reserves and Surplus

31-Mar-15 30-Jun-14
Rs.(000's) Rs.{000's)
Securities premium account
Balance as per last financial statements 399,503 399,503
Closing Balance 399,503 399,503
Deficit in the statement of profit and loss
Balance as per last financial statements (2,186,415) (2,051,069)
(Loss) for the period/year (1,529,271) (135,346)
HNet surplus in the statement of profit and loss (3,715,686) (2,186,415)
Amalgamation Reserve
Balance as per last finandial statements 1,292,347 1,292,347
1,292,347 1,292,347
Total reserves and surplus (2,023,836) (494,565)
5. Other long-term liabilities
31-Mar-15 30-Jun-14
Rs.(000's) Rs.{000's)
Other Liabilities
Security Deposits 52,294 62,850
52,294 62,850
52,294 62,850
6. Provisions
Long-term Short-term
31-Mar-15 30-Jun-14 31-Mar-15 30-Jun-14
Rs.{000's) Rs.(000's) Rs.(000's) Rs.(000's)
Provision for employee benefits
Provision for gratuity (Note 25) 9,105 8,700 11,866 8,431
Pravision for leave benefits - = 21,075 19,169
Provision for Warranty 3,547 4,869 186,876 175,556
12,652 13,569 219,817 203,156
12,652 13,569 219,817 203,156

Provision for warranties

A provision is recognized for expected warranty daims on products sold during last 14 months, based on past experience of level of customer service expenses. It is
expected that significant portion of these costs will be incurred in the next finandal year and subsequent thereof. Assumptions used to calculate the provision for
warranties are based on past trend of sales of mobile handsets and customer service expenses incurred.

31-Mar-15 30-Jun-14
Rs.{000's) Rs.(000's)
At the beqinning of the period/year 180,425 -
Acauired pursuant to Slump sale = 117,995
Arising during the period/year 302,950 376,278
Utilized during the period/year 292,951 313,848
At the end of the period/year 190,424 180,425
Current portion 186,876 175,556
Non-current portion 3,547 4,869
7. Short-term borrowings
31-Mar-15 30-Jun-14
Rs.{000's) Rs.(000's)
8% interest bearing (Previous year interest free) loan and advances from 415,075 504,375
Spice Mobility Limited, the holding company, repayable on demand
(unsecured) (refer note 28)
119% (Previous year 11%) interest bearing loan from a related party 119,077 100,000
repavabie on demand (unsecured) (refer note 28)
11% (Previous year 11%6) interest bearing loan from Hindustan Retail 116,550 43,300
Private Limited, the holding company, repayable on demand (unsecured)
(refer note 28)
Bills discounted from a bank (Secured)* 100,000 99,715
750,702 747,390
The above amount includes
Unsecured borrowings 650,702 647,675
Secured borrowings 100,000 99,715

* The bill discounting facility is obtained from HDFC Bank, the tenor for which is 60 days and the rate of interst charged by
the bank Is 11.5% p.a. The facility has been secured by way of: g
1. Exclusive charge aver present and future movable fixed assets and curmrent assets of the Company. LIV ¥ 4
2.Equitable mortgage of B1 101, 106 and 107, Boomerang, Piot No. 4A and 4B, Sakivali Village, Chandivali farm road, \

Kurla (\Y), Mumbai, owned by Holding company i.e. Spice Mobility Limited.

3. Corporate Guarantee of the holding company, Spice Mobility Limited.

4. 4 PDCs of Rs. 25,000 thousand each from the Company.
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8. Trade Payables and Other Current Liabilities

31-Mar-15 30-Jun-14
Rs.{000's) Rs.(000's)
Trade payables (refer note 33 for details of dues to micro and small 3,058,970 2,510,467
enterprises)
Other liabilities
Unaccrued Income 20 77
Interest accrued but not due on borrowings 38,917 19,362
Payable for capital qoods 6,318 12,384
Forward contract payable 539 -
Advance received from customers and their credit balances 156,156 117,312
Employee related liabilities 89,016 51,410
Others
Indirect Taxes and Duties Payable 54,835 63,782
Employee Statutory Deductions 4,956 4,329
TS payable 12,724 8,837
363,481 277,493
3,422,451 2,787,960

il This space has been Intentionally left blank-—----—---—--------
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Notes to financial statements for the nine months period ended March 31, 2015

11. Non Current Investments

Trade investments (valued at cost unless stated otherwise)

Unquoted equity instruments
Investment in subsidiaries

50,000,000 (Previous year 20,000,000) Unquoted fully paid up equity
shares of Rs, 10 each in Cellucom Retail India Private Limited

Less :- Provision for diminution in value of investment

12, Loans and advances

31-Mar-15 30-Jun-14
Rs.(000's) Rs.(000s)
482,439 182,439
482,439 -
= 182,439

Non-current current
31-Mar-15 30-Jun-14 31-Mar-15 30-Jun-14
Rs.(000's) Rs.(000's) Rs.(000's) Rs.(000's)
Capital advances
Unsecured, considered good 484 616 = 5
484 616 - -
Security deposits
Unsecured, considered good 77,169 92,464 25,243 6,624
Doubtful = & 383 -
77,169 92,464 25,626 6,624
Provision for doubtful security deposits - % (383) -
77,169 92,464 25,243 6,624
Loan and advances to related parties (note 28)
Unsecured, considered good - - 734 278,616
Doubtful 6,615 6,615
- < 7,349 285,231
Provision for doubtful advances = - (6,615) (6,615)
- = 734 278,616
Advances recoverable in cash or kind
Unsecured, considered good - - 93,148 151,916
Doubtful - - 32,992 7,783
= = 126,090 159,699
Provision for doubtful advances & = (32,942) (7,783)
= 2 93,148 151,916
Other loans and advances
Unsecured, considered good
Advance income-tax (net of provision for taxation) - - 52,508 44,589
Prepaid expenses 293 539 17,982 13,316
Loans to employees 1,000 - 4,048 2,088
Balances with statutory / government authorities 15 15 71,106 194,567
1,308 554 145,644 254,560
78,961 93,634 264,769 691,716
13. Trade Receivables and Other Assets
13.1. Trade Receivables
Non-current Current
31-Mar-15 30-Jun-14 31-Mar-15 30-Jun-14
Rs.(000's) Rs.(000's) Rs.(000's) Rs.(000's)
Qutstanding for a period exceeding six months from the date
they are due for pavyment
Secured, considered qood 18,205 23,800
Unsecured, considered qood - = 58,570 44,695
Unsecured, considered doubtful - - 2,889 1,877
- = 79,664 70,372
Provision for doubtful receivables = = (2,889) (1,877)
- - 76,775 68,495
Other receivables
Secured, considered good - - 2,112 6,708
Unsecured, considered qood - - 831,445 827,810
Unsecured, considered doubtful - = = 800
- = 833,557 835,318
Provision for doubtful receivables & < # (800)
- = 833,557 834,518
- - 910,332 903,013
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13.2. Other assets

Hon-current Current
31-Mar-15 30-Jun-14 31-Mar-15 30-Jun-14
Rs.(000's) Rs.{000's) Rs.(000's) Rs.{000’s)
Unsecured, considered good
Non-current bank ba'ances ( note 15) 2,841 1,361 -
2,841 1,361 - -
Others
Interest accrued on fixed deposits 23 & 6,247 3,273
Interest accrued on loan to an employee - - 251 132
Interest accrued on VAT refund 2 5 2,653 4,352
Unameortised Premium on Forward Contracts - - 237 5.795
Fonward contract receivable - 1,520
Income accrued but not billed - - 6,201 2,157
Incentive Receivable on purchases a = 4,248 12,066
Inventory of Promotional items = - - 1,235
23 - 19,837 30,570
2,864 1,361 19,837 30,570
14. Inventories (valued at lower of cost and net realizable value)
31-Mar-15 30-Jun-14
Rs.{000's) Rs.(000's)
Traded Goods (Induding stock in transit Rs. 26,473 thousand, Previous 985,767 798,265
vear Nil)
Service components and spares (Including stock in transit Rs.790 98,416 72,771
thousand . Previous vear Rs. 350 thousand)
1,084,183 871,036
15, Cash and bank balances
Non-current Current
31-Mar-15 30-Jun-14 31-Mar-15 30-Jun-14
Rs.(000's) Rs.(000's) Rs.{000's) Rs.(000's)
Cash and cash equivalents
Balances with banks:
— On current accounts - - 171,699 265,518
— Depasits with original maturity of less than three months - - 746 719
Cash on hand - - 7,491 14,018
= = 179,936 280,255
Other bank balances
— Deposits with original maturity for more than 12 months = - - ™
~ Deposits with original maturity for more than 3 months but less than - - - 60,000
12 months
- Marain money deposit 2,841 1,361 603,477 509,302
2,841 1,361 603,477 569,302
Amount disclosed under non-current assets (note 13.2) {2,841) (1,361) = =
8 = 783,413 849,557

Margin money deposits aiven as security

Margin money Deposits with a carrying amount of Rs. 606,318 thousand (Previou year Rs. 510,663 thousand ) are pledged with banks/ government authorities.
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16. Revenue from operations

31-Mar-15 30-Jun-14
Rs. Rs.
Revenue from operations
Sz of Trading Goods 13.840.624 18.556.255
Services reverue 37422 19,853
EBrandna Fess 1,203 1551
Revenue from operations (net) 13,879,249 18,577,670
Detail of products sold
31-Mar-15 30-Jun-14
Rs. Rs.
Traded goods sold
Mobie handsels 13,663,018 18,351,845
Service components and spares 25,597 16,312
Others 152,003 177,453
13,840,624 18,556,256
Detail of services rendered
31-Mar-15 30-Jun-14
Rs.{000's) Rs.[000's)
Commission on Alrtime 8,063 11,730
VAS Revenue 29.359 741
Others = 654
37,422 19,863
17, Other income
31-Mar-15 30-Jun-14
Rs.{000's) Rs.(000's)
Interest income on
Bank depasits 30.936 25.765
Employee loan 133 12
Lozn to Subsidary 15.842 -
Vet refund 2.653 4334
Urspent labites balances written back 4.940 2834
Bad Debts Recovered 2,106 5,033
Profit on disposzl of Fieed Assets (net) 111 -
Miscellaneous incoma 7.725 9.073
64,452 47,161
18.1. Purchase of traded goods
31-Mar-15 30-Jun-14
Rs.(000's) Rs.{000's)
Mobde hardsets 12,443,121 15,807,872
Senvice components and spares 47,197 36,333
Others 128,836 149,251
12,624,214 15,993,461
18.2. (Increase) in inventories
31-Mar-15 30-Jun-14
Rs.{000's) Rs.(000's)
Irreritonies 2t the end of the period/vear
Traded goods §35.767 733.265
Service components and soares 93.416 72,771
1,084,183 871.036
Irventories at the beanning of the pericdfyear
Traded qoods 733,265 324,502
Senice comoonents 2nd spares 72,771 =
871.036 324,902
Add: Inventores trersferred pursuant to Transfer of "Spice Brand Handset
Business”
Traded aoods = 416,143
Service componants and spares = 50,550
= 496,698
(213,147) (49,436)
Details of inventory
31-Mar-15 30-Jun-14
Rs.{000's) Rs.{000's)
Traded goods
Mobie handsets 954,572 769,604
Service compunants and spares 58,416 77
Cthers 31,195 23,661
1,084,183 871,036




Spice Retail Limited

CIN: U32201HP1988PLCO0S020

Read. Address: Village Billanwali Labana, Post Office - Baddi, Tehsil Nalagarh, Baddi, Himachal Pradesh — 173205
HNotes to financial statements for the nine months period ended March 31, 2015

19, Employee benelits expense

31-Mar-15 30-Jun-14
Rs.(000's) Rs.(000's)
Satarjes, waaes and bonus 418,612 475,055
Leave Encashment Expenses 10.773 8.234
Contribution to provident 2nd other funds 23,433 28553
Gratuty expense (note 25) 6,731 6,440
St=f welfare expenses 23,415 23,000
483,095 516,729
20, Other expenses
31-Har-15 30-Jun-14
Rs.(000's) Rs.{000s)
BElectricity and wiater charges 23.054 33,745
Freioht and forwardina charoes 77,014 55,962
Rent 255,476 345689
Rates and taxes 45.851 51417
Insurance 14,452 11,458
Repairs and maintenance
Others 41.505 53,622
Advertising and s2'ss cromation 511,405 753,511
Security Service Charass 12,180 21.176
Sales Commission 7.216 11,531
Customer service expenses 302,550 376,278
Warehouse Management Charass 14,865 18,407
Exchange diference (net) 7.853 55,725
Traveling and comvevence 75,073 £0.607
Communication costs . 13.957 18,943
Printing and stationery 3E32 5330
Lecal and professional fees 72.826 70,369
Directors’ stting fees 416 102
Payment to statutory audtors (Refer deta’s below) 6,529 7.030
Credit card charges 33,740 45,747
Bank charoes 15.561 13.023
Provision for doubtful debts and advances 25.827 16.002
Loss on dsposal of fxed assets (net) - 2,856
Miscelianeous exenses 9.920 14.058
1,571,968 2,107,728
Payment to statutory auditors
31-Mar-15 30-Jun-14
Rs.{000's) Rs.{000's)
As auditor:
Audt fee 3,145 28039
Tax audt fea 815 927
Limed review 1573 2,022
Audt of &x accounts 421 E67
In other capacity:
Other services (certfication fees) 197 282
Rembursement of expenses 7 323
6529 7,030
21. Depreciation and amortization expense
31-Mar-15 30-Jun-14
Rs.{000's) Rs_{000's)
Depreciation of t2nable assets 53,953 101,505
Amortizztion of intanable assets 7.8634 9.403
61,837 111,314
22, Finance costs
31-Mar-15 30-Jun-14
Rs.{000's) Rs.{000's)
Interest Cost 43433 20,751
Bl dscounting charaes 8.570 2934
Finznce Charoes 2830

54,893 23,685
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23, Exeptional Items

31-Mar-15 30-Jun-14
Rs.(000's) Rs (000's)
Increase in Bepreciation due to Chanaa in Accounting estimata 7.673 26,653
Provision for dmunition in va'ue of Long Term Imvestment (Refer Note No 33) 432,439 -
Brand Sub-LUicersing dsbanding Comeoensation (Refer Note No 39) 400.000 =
890,112 26,698
24. Earnings per share (EPS)
The following reflects the profit and share data used in the basic and diluted EPS computation:
31-Mar-15 30-Jun-14
Rs.(000's) Rs.{000's)
(Loss) for the period/vear (1.529,271) (135.348)
Weiohted average number of equity shares in calculzting basic
and diuted EPS 45,835 Hn7
Basic and diluted earning per share (33.33) (3.03)

25. Disclosures under Accounting Standard- 15 ( Revised ) on "Employea Benefits'

A. Gratuity and other post-employment benefit plans

The Company has a defined benefit gratuity plan. Every employee who has completad five years or more of service gats a gratulty on departure 2t 15 days sa'ary (last drawn s2lary) for

each completed year of senvice or part thereof in excess of 6 months.

The fof'owing tables summarize the components of net benefit expensa recognized In the statement of profit and loss, the fundad status and amounts recognized in the batznce sheet for

tha gratuty plan.
Statement of profit and loss

Het employee benefit expense recognized in the employee cost

Gratuity Gratuity
31-Mar-15 30-Jun-14
Rs.(000's) Rs.(000's)
Current service cost 4,869 5.376
Irterest cost on benefit cbtaation 1.558 1.752
Expected retum on plan assels (s01) (632)
Net actuzriz!{ a'n) recoanized in the period/vear 855 (6}
Het benefit expense 6,781 6,440
Balance sheet
Detail of Provision for Gratuity - Funded
Gratuity Gratuity
31-Mar-15 30-Jun-14
Rs.{000's) Rs.{000°s)
Present va'ue of defined benefit obioztion (14.763) (11,555)
Fair value of pl2n assels 7.457 7.303
Plan (liability) (7,312) (4,252)
Detail of Provision for Gratuity - Hon Funded
Gratuity Gratuity
31-Mar-15 30-Jun-14
Rs.{000's) Rs {000's)
Present v2'ue of defined benefit cblnation (13,650) (12.830)
Plan (liability) (13,660) (12,880)
Changes In the present value of the defined benefit obligation are as follows:
Gratuity Gratuity
31-Mar-15 30-Jun-14
Rs.{000's) Rs.{000's)
Open'ng defined benafit obliaztion 24,435 12,518
Current service cost 4.869 5376
Irderest cost 1,558 1.752
Lizbity transferred pursuant to transfer of "Spice Brand Hzndset Business® - 9,134
Lisbilty trarsferred (to)/from another Comoanv 22
Benefits paid* (3.269) (3.239)
Actuzrizl (a2ins) on ebligation 783 (51)
Closing defined benefit obligation 28,428 24,435

*includes Rs 2,933 thousand (Previous year Rs 3,513) paid directly by the Compary,
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Changes in the fair value of plan assets are as follows:

Gratuity Gratuity
31-Mar-15 30-Jun-14
Rs.(00T's) Rs.{000's)
Openina fair value of plan assets 7.303 =
Bxpected retun 501 631
Asset transferred pursuent to transfer of "Spice Brand Handset Business” ~ 744
Benefits paid (279) (731)
Actuarizal (losses) (63 (45)
Closing fair value of plan assets 7,457 7,303
The Company erpects to contribute Rs. 11,796 thousand to gratuty in the rext year,
The major categories of plan assets as a percentage of the fair value of total plan assets are as follows:
Gratuity Gratuity
31-Mar-15 30-Jun-14
Irvestments with insurer (Device Business) 1003%% 109%
The principal assumptions used in determining gratuity obligations for the Company’s plans are shown below:
Gratuity Graltuity
31-Mar-15 30-Jun-i4
Discount rzte [ 7.75% 8.50%%
Withdrawal rate of Retal business 35.00% 35.005:
Increase in Compensation cost 8.00% 8.00%
Expected rate of retumn on assets 9.15%% 9.15%
Withdrawal rate of "Spice Brand Handset Business”
- Ugto 30 years 4,.00%% 4.00%
- 3044 vears 4.00% 4.00%
- Abdve 44 years 1.00% 1.00%
Mortality table referred IALM ( 2006-08 ) duly  IALM ( 2006-03 ) duly
modified modfied £ As notified by LIC

The estimates of future salary increases, considered in actuzriz! vatuation, take account of infation, seriority,

employment market.

promotion and other refevant factors, such as supply 2nd demand in the

The overall expected rate of return on 2ssets is detenmined based on the market Frices prevatng on that date, 2ppicable to the period over which the obaation ks to be settied.

Amounts for the current and previous four periods are as follows:

31-Mar-15 30-Jun-14 30-Jun-13 30-Jun-12 31-Mar-11
Rs.{000's) Rs.(000's) Rs.(000's) Rs.{000's) Rs.[000's)

Gratuity
Defined benefit oblination 23,428 24.434 12518 14.211 11,966
Plzn assets 7.457 7.303 = - =
Surcius [ (defiat) (20.971) (17.132) (12.518) 14,211) (11,955)
Experience adiustments on ofen kz2bities (loss) / oain 922 51 132 2,932 25
Experience adjustme o0 plan assets (loss)f gain (69) (45) = =. 2
B. Defined Contribution Plan

31-Mar-15 30-Jun-14 30-Jun-13 30-Jun-12 31-Mar-11

Rs.{000's) Rs.{000's) Rs (000's) Rs.{000's) Rs.{000°s)
Contribution to Provident Fund 17,861 20.557 15.859 21443 15,859

26. Leases

Operating lease: Company as lessez

Outet premises, office premises and warehouses are obtained on operating kease, The lease term ranges from 1 to 9 years and renewable for further 2 to 6 years at the option of the

Company. There are no restrictions imposed by lease arrangements and the rent is not detarmined

The total of future minimum lease payments under the non-tanceliable operating leases are as under:

based on any contingancy.

Wih'n one year
After one year but not more than five years
More than five years

31-Mar-15 30-Jun-14
Rs.{000's Rs.{000's
6,475 9,967
472 5,042
6,947 15,009
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27. Segment Reporting Palicies

Primary Segments: Business Segments

The Comparry s engaged in the business of trading of mobile handsets, IT products 2nd cther accessories through retzl store faciities 2nd a network of dstributors, which in the contet
of Accouting Stardard 17 on "Segmient Reporting’ constitute a sing'e reporting segment.

Secondary Segment Reporting (by Geographical Segments)
The anays’s of geographical segrment Is based on gecgraphical location of the customers.

The faliywing table shows the distribution of the Comparny’s consotidated revenue and trade recelvabies by geographical market:

Genarachical Seament 31-Mar-15 30-Jun-14
Rs.(000’s) Rs.(000's)

Revenua from the Domestic market 13,864,752 18,560,462

Revenue from the Overseas markels 14,437 17.203

Total Revenue 13,879,249 18,577,670

Tradea receivables of Domestic market 905,645 $01,185

Trade receivebles of Overseas markels 4,657 1,823

Total Trade Recaivables 910,332 503,013

Note: All assets other than trade receivables as disclosed above are located in India

28. Related party disclosures

Names of related parties where control exists irrespective of whether transactions have occurred or not:

Uthmate Ho'ding Company Smart Global Corporete Ho'ding Private Uimited (Formerly knawn as Spice Global Investments Private Limited) (Ho'ding Co.

of Smart Ventures Private Limited)

Ho'ding Compary Hirdustan Retal Private Lrnized.
Spice Mabity Umted ( Ho'dng Company of Hindustan Retz] Private Limied )
Smart Ventures Private Limited (Converted into a Privete Limited Company w.e.f 21.03.2014) (Holding Co. of Spice Mobaty
Umited)

Subsidary Comparry Celucom Retal India Private Limted

Mames of other related parties with whom transactions have taken place during the period/previous year:

FeZow Subsidary Spice Digal Lid,
Kimaan Exports Pt Ltd
S Mablty (HK) Umted
Sterea Infratech Lid
Smart Entertzinment Private Limited. (Formerly known as Smart Entertainment Lirited)
Spice Onfine Retad Pat. Ltd
Mobisoe Technalogy Pit. Ltd
V¢al Street Finznce Ltd

Key Management Personnel ; Hr. Palavial Krishna Kumar (CEO) (wef 27th Aug'14 ) and ( Director ) ( wef 2nd July 2012 £ Auqust 2013)
Mr. Subhasish Mohanty { Director ) { wef 2nd July 2012 71 23rd Auqust 2013)
Mr. Raineesh Arora { Director ) ( wef 2nd July 2012 til 23rd August 2013)

Relatives of Key Management Personnel Ms. Ammu N Kutty ( Mother of Mr, Pal2ki2| Krishna Kumar)
Ms. Anjali Patna ( Wife of Mr. Subhasish Mohanity)
Ms. Anu Arora ( Wife of Mr. Ralneesh Arora)

Enterprises aver which indviduz's having significant influence over the S i2i Uirmited
Company ks 2bie to exercisa significant Influence V Corp Merchanti'e Put Ltd
Bharat IT Services Limited

This space has been Intentionally left blank:
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Spice Retail Limited

CIN: U32201HP1988PLC008020

Read. Address: Village Billanwali Labana, Post Office - Baddi, Tehsil Nalagarh, Baddi, Himachal Pradesh — 173205
' B

Notes to iinancial statements for the nine months period ended March 31, 2015

29. Capital & other Commitments

Estimated amount of contracts remaining to be executed on captal account and not peovided for (net of advances) Rs.1,984 thousand (Previous year Rs. 2,055 thousand),

30. Contingent liabilities ( Not provided for) in respect of :
31-Mar-15 30-Jun-14
Rs.(000's) _Rs(000's)
Oa'ms 2gainst the Company not acknow'edged as debts
Consumer Disputes® 7.052 5,685
Demands raised by sales tax authorities* * 337,816 99,482
Demands raised by Income tax authority** 607 1,787
The Hon'ble Supreme Court of India vide its ordar dated December 17, 2014 on the judgment in case of
State of Punjab Vs. Nolda Irdia Pvt. Ltd. has held that sa'es tax on battery charger sold 2long with mobile
phone shou'd be charged at sales tax rate applcable to chargers, which is higher than the sa'es tax rate
appicable to mobe phones in few states. The Company has received a demand lowards differential
sales tax from one of the state, no effect has been given on the financial statements on account of above
judgment. The Company is currently evaluating the above judgment, since the refabie estimate of the
l:abity cannot be made. Amount unascertainable =
Others** 3,997 317
349,472 110,071

* The cases are pending with various Consumer Disputes Redressal Forums. As per the management, Lhe Company is made only 3 proforma party to these claims and Eabity, if any,
arising out of these cla'ms wou'd be on the manufacturer and not Fely to devolve on the Compary.

** As per the management, the Company has fair chances of success in 3!l these cases and hence no provision in respect thereof is made in the books.

31. Loans and advances in the nature of loans given to subsidiaries and associates and firms/ companies in which directors are interested
31-Mar-15 30-Jun-14
Rs.{000's) Rs.(000's)
Cel'ucom Retal India Private Limited = 278,000
Kimaan Expodts Private Limited 734 616
734 278,616

Maximum amount outstanding during the year Rs. 278,616 thousand (Previous year Rs. 278,616 thousand)

32. Derivative Instruments and Unhedged Forelgn Currency Exposure as at the reporting date

A)
Particulars of Derivatives Purpase
Forward contract outstanding as at Balance Sheet date
Seil
US $ 1,634,728 (Previous period US$ 15,979,470) Hedge of Trade Payables
The amounts of foreign currency exposure that are not hedged by a derivative instrument are as under:
31-Mar-15
. Amount
Particulars Currency Amount in FC Ex. Rate Rs.(000's)
((i) Payable to suppliers usp 24,028,293 62.51 1,501,888
(ii) Receivables uso 74,987 62.51 4,687
30-Jun-14
Particulars Currency Amount in FC Ex. Rate Amount (in *000)
1) Payable to suppiers Uso 6,606,075 60.18 397,554
() Trade Receivables uso 30,372 £0.18 1,828

(B) A sum of Rs. 237 thousand (Previous year Rs. 5,795 thousand) on account of unamortized foreign exchange premium on outstanding forward exchange contracts is being carried
forward to be charged to Statement of Profit and Loss of subsequent year.

33. Details of dues to micro and small enterprises as defined under the MSMED Act, 2006

31-Mar-15 30-Jun-14

Rs.(000's) Rs.(000's)
The principal amount and the interest due thereon remaining unpaid to any
Supplier as at the end of each accounting year e )

The amount of interest pad by the buyer in terms of Section 16 of the MSMED
Act 2006 a'ong with the amounts 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 2ppointed day during the

current period) but without adding the interest specified under the MSMED Act

2006. - =

The amount of interest accrued and remaining unpaid at the end of each
accounting year > =

1he amount of further interest rema-ning due and payad'e even In the

succeed ng years, unbl such date when the interest dues as above are actually

paid to the smal enterprise for the purpose of dsalowance as a deducbble

expendture under Section 23 of the MSMED Act 2006 = -

34, Value of imports calculated on CIF basis

31-Mar-15 30-Jun-14

Rs.(000's) Rs.(000's)

Traded goods and Service components and spares 7,086,487 7,864,067

7,086,487 7,864,067




Spice Retail Limited
CIN: U32201HP1988PLCOOS020
Read. Address: Village Billanwali Labana, Post Office - Baddi, Tehsil Nalaqarh, Baddi, Himachal Pradesh — 173205

Hotes to financial statements for the nine months period ended March 31, 2015

35, Expenditure In forelgn currency (accrual basis)
31-Har-15 30-Jun-14
Rs.(000's) Rs.(000's’
Travel'ng and Conveyance 4,403 5,259
Leqa! & Professionz] Experses 23,185 20,534
27,588 26,283
36. Earnings in foreign currency (accrual basls)
31-Mar-15 30-Jun-14
Rs.(000's) Rs.(000's)
FOB Va'ue of Export 4,555 12,956
VAS Reverue 9,899 3242
14,454 16,238

37. As at March 31, 2015, the Company has accumu’zted losses of Rs. 3,715,685 thousand (Previous year Rs. 2,186,415 thousand) against its equity , securities premium and amalgamation reserve of Rs.
2,533,024 thousand 2nd 2'so has net current F2bties of Rs. 1,330,436 thousand (Previous year Rs. 392,614 thousand). The Compary has incurred losses of Rs. 1,529,271 thousand (Previous year loss
Rs.135,346 thousand) during the current year.In veiw of restructuring excercise whereby business undertaking of Spice Mobiity Umited, the holding company has been acquired by the Company on
shump sale bass with effect from July 1, 2013, the management s of the vigw that & wil have sufficient profit in future which enable it to settle fts cbligation as and when they f21 dus. Financial
statemants do not indude any adjustment relating to recoverables /[ payables and dassfication of recorded assets [ labities that may be necessary if the entity is unzble to continue as a going concern in
vigw of the fact that Spice MobTty Limted, the holdng compary has confirmed its intention to provide financial support to the subsidiary company in the future which wil enable it to settle fts obfigations
as and when they f21 due and cperate as a going concem.

38. The Company has over the years investad Rs.482,439 thousznd in s subsidiary Celucom Retal Inda Private Umited as irvestment in the equity share capital and the same was being carmied in its
beooks at cost. In view of the continuing lasses of the s2id business and as a prudent accounting practice, taken a decision to provida fuly for the said Investment as dirinution in value. The said amount
of provision for dmunition in the va'ue of investment has been shown under exceptional Rems in the financial resuts | However, the management continues to foous on growing the retal business in the
subsidiary and mabing it profitzble on 2n ongoing basis.

The Company has trade receivables of Rs. 243,420 thousand (Previous year Rs 170,283 thousand) from the subsidiary, The management Is hopsful of realsing the above amourts and accordingly no
provision has been mada there agairst.

39, During the period ended March 31, 2015, the Company, has paid a sum of Rs.400,000 thowsand as one Bme compersabion for Disbanding the Brand Sub Licersa agreement entered into with Spice
Enfotainment Ltd (How knvan as Smart Enterttzinment Private Lim2ed) in Aprl 2010 for use of certain brand Iogo(s) agairst which it was paying Brand Fes. The above amount has been shown as part of
exceptional items,

40, In accordance with Accounting Standand 22 “Accounting for Taves on Income’, ssued by the Institute of Chartered Accountants of Inda, in view of the losses incurred by the Company during the
current and earfier years, deferred tax assels on timing differences and on unabsorbed depreciation and business losses and other items have not been accounted for in the books since it is not virually
certain that they wil be realzed against future profits,

--Th's space has been intertionaty left blank-




Spice Retail Limited
CIN: U32201HP1988PLCO08B020

Regd. Address: Village Billanwali Labana, Post Office - Baddl, Tehsil Nalagarh, Baddi, Himachal Pradesh — 173205

Notes to financial statements for the nine months period ended March 31, 2015

41, Disclosure required under Sec 186(4) of the Companies Act 2013

Included in leans and advances, the particulars of which are disclosed below as required by Section 186(4) of Companies Act, 2013

Name of the Loanee Rate of Due date Secured/ 30-Jun-14 Loan Given Loan 31-Mar-15
Interest Unsecured Repaid
Rs. '000 Rs. '000 Rs. '000 Rs. '000
Cellucom Retail India Pvt Ltd 8%( Previous Refer Below Unsecured
Year Nif) 278,000 5 278,000 s
The loan was given for business purpose.
Details of Investments made (At cost):
Particulars Opening Investments Closing
Investments | made during the| Investments
period
Rs. '000 Rs. '000 Rs, '000
50,000,000 (Previous year 20,000,000) Unquoted fully 182,439 300,000 482,439
paid up equity shares of Rs. 10 each in Cellucom Retail
India Private Limited
42, Previous year figures

a) Current year's accounts are prepared for the nine months period from July 1, 2014 to March 31, 2015. Previous year accounts were for the full year, l.e., from
July 1, 2013 to June 30, 2014. Hence, current period's figures are not comparable with those of the previous year.
b) Previous year figures have been regrouped / redlassified, wherever considered necessary.

As per our repoit of even date

For and on behalf of the Board of Directors of Spice Retail Limited

//W JM Voy

For S.R. Batliboi & Co. LLP
Chartered Accountants
ICAI Firm registration number: 301003E
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