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INDEPENDENT AUDITOR’S REPORT
To the Members of Topmovies Entertainment Limited
Report on the Financial Statements

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

Management’s Responsibi}ity 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 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 irrcgularitics; sclection and application of
appropriate accounting policies; making judgments and estimates that are reasonable and prudent; and the
design, implementation and maintenance of adequate internal financial control 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 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, issued by the Institute of Chartered Accountants of India, as
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 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 vicw in order to design audit procedures that are appropriate in the
circumstances. An audit also includes evaluating the appropriateness of 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 financial statements.

Opinion
In our opinion and to the best of our information and according to the explanations given to us, the 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 accepicd in India of the state of affairs of the Company as at
March 31, 2016, its loss, and its cash flows for the year ended on that date.

Emphasis of Matter

We draw attention to the following matter in the notes to the financial Statement:

S.R. Batliboi & Co. LLP. a Limited Liability Partrership with LLP identity No. AAB-4294
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Without qualifying our opinion, we draw attention to Note 3.16 (i) in the financial statements which indicates
that the Company incuired a net loss of Rs.3,68,66,315 during the year ended March 31, 2016. These conditions
along with other matters as set forth in Note 3.16 (i) 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

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 [43 of the Act, we give in the Annexure 1 a
statement on the matters specified in paragraphs 3 and 4 of the Order.

2. 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 purpose of our audit;

(b) 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;

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

{(d) In our opinicn, the aforesaid financidl statements comply with the Accounting Standards specified under
section 133 of the Act, read with Rule 7 of the Companies (Accounts) Rules, 2014;

-(e) On the basis of written representations received from the directors as on March 31, 2016, and taken on
record by the Board of Directors, none of the directors is disqualified as on March 31 2016, from being
appeinted as a director in terms of section 164 (2) of the Act;

() 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 2” to this report;

{g) 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, There were no pending litigalions which were required Lo be disclosed in its [Inancial slatements by
(et Connnprany;

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

ili. 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/E300005

Per Vishal Sharma
Parlner
Membership Number: 96766
Place of Signature: New Delhi
Date: May 23, 2016
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Annexure 1 referred to in paragraph 1 of “Report on Other Legal and Regulatory Requirements” of our
report of even date

Re: Topmovies Entertainment Limited (‘the Company’)

(i) (a)

&

(c)

(i)

(iii)

(iv)

42

(vi).

The Company has maintained proper records showing full particulars, including quantitative details and
situation of fixed assets. '

Fixed assets have been physically verified by the management during the year in accordance with a
planned programme of verifying them once in three 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.

According to the information and explanations given by the management, there are no immovable
properties, included in fixed assets of the company and accordingly, the requirements under paragraph
3{i)(c) of the Order are not applicable to the Company. :

The Company’s business does not involve inventories and, accordingly, the requirements under
paragraph 3(ii) of the Order are not applicable to the Company.

According to the information and explanations given to us, 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 Companies Act, 2013. Accordingly, the provisions of
clause 3(iii)(a), (b) and (c) of the Order are not applicable to the Company and hence not commented
upon. _

In our opinion and according to the information and explanations given to us, provisions of section 185
and 186 of the Companies Act 2013 in respect of loans to directors including entities in which they are
interested and in respect of loans and advances given, investments made and, guarantees, and
securities given have been complied with by the company.

The Company has not accepied any deposits from the public.
To the best of our knowledge and as explained, the Company is not in the business of sale of any

goods. Therefore, in our opinion, the provisions of clause 3(vi) of the Order are not applicable to the
Company.

(vii) (2) The Company is generally regular in depositing with appropriate authorities undisputed statutory dues

including provident fund, income-tax, duty of custom, service tax, cess and other material statutory
dues applicable to it. The provisions relating to employees” state insurance, sales-tax, duty of excise,
value added tax are not applicable to the Company.

(b) According to the information and explanations given to us, no undisputed amounts payable in respect

of provident fund, employees’ state insurance, income-tax, wealth-tax, service tax, sales-tax, customs
duty, excise duty, value added tax, cess and other malerial statutory dues were outstanding, at the year
end, for a period of more than six months from the date they became payable.

- (c) According to the information and explanations given to us, there are no dues of income tax, duty of

custom, service tax, and cess which have not been deposited on account of any dispute. The Provisions
relating to sales-tax, wealth-tax, excise duty and value added tax are not applicable to the Company.
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(viii) In our opinion and according to the information and explanations given by the management, the
Company has not defaulted in repayment of dues to a financial institution or bank or government. The
Company did not have any outstanding debentures during the year.

(ix)  According to the information and explanations given by the management, the Company has not raised
any money by way of initial public offer / further public offer / debt instruments and term loans hence,
reporting under clause (ix) is not applicable to the Company and hence not commented upon.

(x) Based upon the audit procedures performed for the purpose of reporting the true and fair view of the
financial statements and according to the information and explanations given by the management, we
report that no fraud by the company or no fraud on the company by the officers and employees of the
Company has been noticed or reported during the year.

(xi).  According to the information and explanations given by the management, the provisions of section 197
- . read with Schedule V of the Act is not applicable to the company and hence reporting under clause
3(xi) are not applicable and hence not commented npon.

(xii)  In our opinion, the Company is not a nidhi company. Therefore, the provisions of clause 3(xii} of the
order are not applicable to the Company and hence not commented upon.

(xiii) . According to the information and explanations given by the management, transactions with the related
parties are in compliance with section 177 and 188 of Companies Act, 2013 where applicable and the
details have been disclosed in the notes to the financial statements, as required by the applicable
accounting standards.

(xiv) . According to-the information and explanations given to us and on an overall examination of the
balance sheet, the company has not made any preferential allotment or private placement ol shares or
{ully or partly convertible debentures during the year under review and hence, reporting requirements
under clause 3(xiv) are not applicable (o the company and, not commented upon.

(xv) According to the information and explanations given by the management, the Company has not entered
into any non-cash transactions with directors or persons connected with him as referred to in section
192 of Companies Act, 2013, :

(xvi)  According to the information and explanations given to us, the provisions of section 45-IA of the
Reserve Bank of India Act, 1934 are not applicable to the Company.

For S.R. BATLIBOI & CO. LLP
ICAT Firm Registration No. 301003E/E300005
Chartered Accountantq

per Vishal Shariia

Partner
Membership No: 964766
Place: New Nelhi
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ANNEXURE 2 TO THE INDEPENDENT AUDITOR’S REPORT OF EVEN DATE ON THE
FINANCIAL STATEMENTS OF TOPMOVIES ENTERTAINMENT LIMITED

Report on the Internal Financial Controls under Clause (i) of Sub-section 3 of Section 143 of the
Companies Act, 20613 (“the Act”)

We have audited the internal financial controls over financial reporting of Topmovies Entertainment Limited
(“the Company™) as of March 31, 2016 in conjunction with our audit of the financial statements of the Compariy
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. These responsibilities include the
design, implementation and maintenance of adequate internal financial controls that were operating eflectively
for ensuring the orderly and efficient conduct of its business, including adhierence to the 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, '

Auditor’s 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 as specified
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 effcctively 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. Qur audit of internal financial controls
over [inancial 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 tc 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 internal financial controls system over financial reporting.

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 [inancial 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 thosc 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

zesberg of the company; and (3) provide reasonable assurance regarding prevention or limely detection of
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per Vishal Sharma

unauthorised acquisition, use, or dispesition 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

‘March 31, 2016, 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.

For S.R. Batliboi & CO. LLP
Chartered Accountants
ICAI Firm Registration Number: 301003E/E300005

Partner
Membership Number: 96766
Place of Signature: New Delhi
Date: May 23, 2016



Topmovies Entertainment Limited
Balance Sheet as at March 31, 2016

As at As at
Particulars Notes March 31, 2016 March 31, 2015
(Rs.) (Rs.)
EQUITY AND LIABILITIES
Shareholders’ Funds
Share capital 3.1 38,470,000 38,470,000
Reserves and surplus 3.2 (27,415,442) 9,450,873
11,054,558 47,920,873
Non-current liabilities
Long-term provisions 33 448,092 275,023
448,092 275,023
Current liabilities
Trade payables 3.4 6,464,791 3,118,649
Other current liabilities 3.4 2,162,191 580,492
Short-term provisions 3.3 214,903 132,750
8,841,885 3,831,891
TOTAL 20,344,535 52,027,787
ASSETS
Non-current Assets
Tangible assets 35 408,069 265,520
Intangible assets 3.6 3,238,552 8,259,006
Long-term loans and advances 3.7 587,842 220,788
4,234,463 8,745,314
Current assets, loans and advances
Trade receivables 3.8 1,618,932 4,281,187
Cash and bank balances 3.9 10,104,149 37,605,146
Short-term loans and advances 3.7 1,417,494 247,579
Other assets 3.10 2,969,497 1,148,561
16,110,072 43,282,473
TOTAL 20,344,535 52,027,787
Summary of significant accounting policies 2.1

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

For S.R. Batliboi & Co. LLP

Firm Registration No.: 301003E/ E300005

Chartered Accountants

per Vishal Sharma
Partner
Membership No. 96766

Place: New Delhi
Date: May 23, 2016

Dinesh Mittal
Director
(DIN: 00105769)

For Topmovies Entertainment Limited

Rajiv Verma
Director
(DIN: 00017110)



Topmovies Entertainment Limited
Statement of profit and loss for the year ended March 31, 2016

For the year ended For the year ended

Particulars Notes March 31, 2016 March 31, 2015
(Rs.) (Rs.)
INCOME
Income from operations 10,170,686 12,501,117
Other income 3.11 1,953,932 1,126,752
12,124,618 13,627,869
EXPENDITURE
Employee benefits expense 3.12 21,986,366 11,439,700
Other expenses 3.13 21,827,147 22,610,397
Financial expenses 3.14 9,500 22,222
Depreciation/amortisation 3.15 5,167,920 5,075,953
48,990,933 39,148,272
Loss before tax (36,866,315) (25,520,403)

Provision for tax - -

Total tax expense

Net Loss after tax (36,866,315) (25,520,403)

Earning/(Loss) Per Share (Rs.) 3.16 a 9.70) (6.72)
Basic and Diluted [Nominal value of shares Rs.10 each]

Summary of significant accounting policies 2.1
The accompanying notes are an integral part of the financial statements.
For S.R. Batliboi & Co. LLP For Topmovies Entertainment Limited

Firm Registration No.: 301003E/ E300005
Chartered Accountants

Dinesh Mittal Rajiv Verma
Director Director
(DIN: 00105769) (DIN: 00017110)
per Vishal Sharma
Partner

Membership No. 96766

Place: New Delhi
Date: May 23, 2016



Topmovies Entertainment Limited
Notes to the financial statement for the year ended March 31, 2016

Significant Accounting Policies and Notes to accounts
1. Corporate Information

Topmovies Entertainment Limited is a wholly owned subsidiary of HT Media Limited. The Company was incorporated on May
24, 2013 to carry on internet related business for providing movie reviews and ratings business in the name of www.
Desimartini.com.

2. Basis of preparation

The financial statements of the company have been prepared in accordance with the generally accepted accounting principles in
India (Indian GAAP). The company has prepared these financial statements to comply in all material respects with the
accounting standards notified under section 133 of the Companies Act 2013, read together with paragraph 7 of the Companies
(Accounts) Rules 2014. The financial statements have been prepared on an accrual basis and under the historical cost
convention.

The accounting policies adopted in the preparation of financial statements are consistent with those of previous year.
2.1 Summary of Significant Accounting Policies

a) 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 liabilities and disclosure of contingent
liabilities, at the date of the reporting year end. Although these estimates are based on the management’s best knowledge of
current events and actions, uncertainty about these assumptions and estimates could result in the outcomes requiring a material
adjustment to the carrying amounts of assets or liabilities in future periods.

b) Tangible Fixed assets

Fixed assets are stated at cost, net of accumulated depreciation and accumulated impairment losses, if any. The cost comprises
purchase price, borrowing costs if capitalization criteria are met and directly attributable cost of bringing the asset to its working
condition for the intended use. Any trade discounts and rebates are deducted in arriving at the purchase price.

Subsequent expenditure related to an item of fixed asset is added to its book value only if it increases the future benefits from
the existing asset beyond its previously assessed standard of performance. All other expenses on existing fixed assets, including
day-to-day repair and maintenance expenditure and cost of replacing parts, are charged to the statement of profit and loss for the
period during which such expenses are incurred.

The company adjusts exchange differences arising on translation/ settlement of long-term foreign currency monetary items
pertaining to the acquisition of a depreciable asset to the cost of the asset and depreciates the same over the remaining life of the
asset. In accordance with MCA circular dated 09 August 2012, exchange differences adjusted to the cost of fixed assets are total
differences, arising on long- term foreign currency monetary items pertaining to the acquisition of a depreciable asset, for the
period. In other words, the company does not differentiate between exchange differences arising from foreign currency
borrowings to the extent they are regarded as an adjustment to the interest cost and other exchange difference.

Gains or losses arising from de-recognition of fixed assets are measured as the difference between the net disposal proceeds and
the carrying amount of the asset and are recognized in the statement of profit and loss when the asset is derecognize.

The company identifies and determines cost of asset significant to the total cost of the asset having useful life that is materially
different from that of the remaining life.



Topmovies Entertainment Limited
Notes to the financial statement for the year ended March 31, 2016

¢) Depreciation on tangible fixed assets

Depreciation on fixed assets is calculated on a straight-line basis using the rates arrived at based on the useful lives estimated by
the management. The identified components are depreciated over their useful lives; the remaining asset is depreciated over the
life of the principal asset. The company has used the following rates to provide depreciation on its fixed assets:

Useful lives
(in years)

Plant and Machinery 15-20

Computers (included in Plant and Machinery) 3

d) Intangible assets

Intangible assets acquired separately are measured on initial recognition at cost. The cost of intangible assets acquired in an
amalgamation in the nature of purchase is their fair value as at the date of amalgamation. Following initial recognition,
intangible assets are carried at cost less accumulated amortization and accumulated impairment losses, if any. Internally
generated intangible assets, excluding capitalized development costs, are not capitalized and expenditure is reflected in the
statement of profit and loss in the year in which the expenditure is incurred.

Intangible assets are amortized on a straight line basis over the estimated useful economic life. The company uses a rebuttable
presumption that the useful life of an intangible asset will not exceed ten years from the date when the asset is available for use.
If the persuasive evidence exists to the affect that useful life of an intangible asset exceeds ten years, the company amortizes the
intangible asset over the best estimate of its useful life. Such intangible assets and intangible assets not yet available for use are
tested for impairment annually, either individually or at the cash-generating unit level. All other intangible assets are assessed
for impairment whenever there is an indication that the intangible asset may be impaired.

The amortization period and the amortization method are reviewed at least at each financial year end. If the expected useful life
of the asset is significantly different from previous estimates, the amortization period is changed accordingly. If there has been a
significant change in the expected pattern of economic benefits from the asset, the amortization method is changed to reflect the
changed pattern. Such changes are accounted for in accordance with AS 5 Net Profit or Loss for the Period, Prior Period Items
and Changes in Accounting Policies.

Gains or losses arising from derecognition of an intangible asset are measured as the difference between the net disposal
proceeds and the carrying amount of the asset and are recognized in the statement of profit and loss when the asset is
derecognized.

Goodwill

Goodwill acquired separately are measured on initial recognition at cost. The cost of goodwill acquired in an slump sale is their
fair value as at the date of purchase. Following initial recognition, intangible assets are carried at cost less accumulated
amortization and accumulated impairment losses, if any. Internally generated intangible assets, excluding capitalized
development costs, are not capitalized and expenditure is reflected in the statement of profit and loss in the year in which the
expenditure is incurred.

Copyrights
Purchased copyrights are accounted for at costs. In case of slump purchases, value for copyright acquired is allocated based on
the valuation carried out by an independent expert at the time of acquisition. Copyrights are amortized over the estimated useful

life of six years from the date of acquisition on a straight line basis.

Website costs
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Notes to the financial statement for the year ended March 31, 2016

Website recognized on purchase of business are amortized over the estimated useful life of three years from the date of
recognition of intangible asset on a straight line basis.

Gains or losses arising from de-recognition of intangible assets are measured as the difference between the net disposal
proceeds and the carrying amount of the asset and are recognized in the statement of profit and loss when the asset is
derecognized.

e) Leases

Leases where the lesser effectively retains substantially all the risks and benefits of ownership of the leased item, are classified
as operating leases. Operating lease payments are recognized as an expense in the Profit and Loss account on a straight-line
basis over the lease term.

f) Impairment of tangible and intangible assets

The Company assesses at each reporting date whether there is an indication that an asset may be impaired. If any indication
exists, or when annual impairment testing for an asset is required, the Company estimates the asset’s recoverable amount. An
asset’s recoverable amount is the higher of an asset’s or cash-generating units (CGU) net selling price and its value in use. The
recoverable amount is determined for an individual asset, unless the asset does not generate cash inflows that are largely
independent of those from other assets or groups of assets. Where the carrying amount of an asset or CGU exceeds its
recoverable amount, the asset is considered impaired and is written down to its recoverable amount. In assessing value in use,
the estimated future cash flows are discounted to their present value using a pre-tax discount rate that reflects current market
assessments of the time value of money and the risks specific to the asset. In determining net selling price, recent market
transactions are taken into account, if available. If no such transactions can be identified, an appropriate valuation model is used.

The Company bases its impairment calculation on detailed budgets and forecast calculations which are prepared separately for
each of the Company’s cash-generating units to which the individual assets are allocated. These budgets and forecast
calculations are generally covering a period of five years. For longer periods, a long term growth rate is calculated and applied
to project future cash flows after the fifth year.

Impairment losses of continuing operations, including impairment on inventories, are recognized in the statement of profit and
loss.
After impairment, depreciation is provided on the revised carrying amount of the asset over its remaining useful life.

g) Revenue recognition

Revenue is recognized to the extent that it is probable that the economic benefits will flow to the Company and the revenue can
be reliably measured. The following specific recognition criteria must also be met before revenue is recognized:

Revenue is recognized when persuasive evidence of an arrangement exists, service has been rendered, the sales prices are fixed
or determinable and collection is probable. Revenues associated with multiple element contracts are allocated based on the fair
value of the services included in the contract.

Revenue from online advertising on www.desimartini.com is recognised when persuasive evidence of an arrangement exists, the
consideration is fixed or determinable; and it is reasonable to expect ultimate collection. Such revenues are recognised as the
services are provided.

Interest
Interest income is recognized on a time proportion basis taking into account the amount outstanding and the applicable interest
rate. Interest income is included under the head “Other Income” in the statement of profit and loss.

h) Foreign currency translation

Foreign currency transactions and balances
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(i) Initial Recognition
Foreign currency transactions are recorded in the reporting currency, by applying to the foreign currency amount the
exchange rate between the reporting currency and the foreign currency at the date of the transaction.

(ii) Conversion
Foreign currency monetary items are retranslated using the exchange rate prevailing at the reporting date. Non-
monetary items which are carried in terms of historical cost denominated in a foreign currency are reported using the
exchange rate at the date of the transaction. Non-monetary items which are measured at fair value or other similar
valuation denominated in a foreign currency are translated using the exchange rates that existed when the values were
determined.

(iii) Exchange Differences

The company accounts for exchange differences arising on translation/ settlement of foreign currency monetary items

as below:

1. Exchange differences arising on a monetary item that, in substance, forms part of the company’s net investment in
a non-integral foreign operation is accumulated in the foreign currency translation reserve until the disposal of the
net investment. On the disposal of such net investment, the cumulative amount of the exchange differences which
have been deferred and which relate to that investment is recognized as income or as expenses in the same period
in which the gain or loss on disposal is recognized.

2. Exchange differences arising on long-term foreign currency monetary items related to acquisition of a fixed asset
are capitalized and depreciated over the remaining useful life of the asset.

3. Exchange differences arising on other long-term foreign currency monetary items are accumulated in the “Foreign
Currency Monetary Item Translation Difference Account” and amortized over the remaining life of the concerned
monetary item.

4. All other exchange differences are recognized as income or as expenses in the period in which they arise.

For this purpose 2 and 3 above, the company treats a foreign monetary item as “long-term foreign currency monetary
item”, if it has a term of 12 months or more at the date of its origination. In accordance with MCA circular dated 09
August 2012, exchange difference for this purpose, are total difference arising on long term foreign currency monetary
items for the period. In other words, the Company does not differentiate between exchange difference arising for
foreign currency borrowings to the extent they are regarded as an adjustment to the interest cost and other exchange
difference.

(iv) Forward exchange contracts entered into to hedge foreign currency risk of an existing asset/ liability
The premium or discount arising at the inception of forward exchange contract is amortized and recognized as an
expense/ income over the life of the contract. Exchange differences on such contracts, except the contracts which are
long-term foreign currency monetary items, are recognized in the statement of profit and loss in the period in which the
exchange rates change. Any profit or loss arising on cancellation or renewal of such forward exchange contract is also
recognized as income or as expense for the period. Any gain/ loss arising on forward contracts which are long-term
foreign currency monetary items is recognized in accordance with paragraph (iii)(2) and (iii)(3).

i) Retirement and other employee benefits

Retirement benefit in the form of provident fund is a defined contribution scheme. The company has no obligation, other than
the contribution payable to the provident fund. The company recognizes contribution payable to the provident fund scheme as an
expenditure, when an employee renders the related service. If the contribution payable to the scheme for service received before
the balance sheet date exceeds the contribution already paid, the deficit payable to the scheme is recognized as a liability after
deducting the contribution already paid. If the contribution already 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 will lead to, for example, a
reduction in future payment or a cash refund.
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Gratuity liability is defined benefit obligation and is provided for on the basis of an actuarial valuation on projected unit credit
method made at the end of each financial year.

Accumulated leave, which is expected to be utilized within the calendar year, is treated as short term employee benefits. The
measure the expected cost of such absences as the additional amount that it expects to pay as a result of the unused entitlements
that has accumulated at the reporting date.

The Company treats accumulated leaves expected to be carried forward beyond 12 months, as long term employee benefit for
measurement purposes. Such long term compensated absences are provided for based on the actuarial valuations using the
projected unit credit method made at the end of each financial year.

Actuarial gains/losses are immediately taken to profit and loss account and are not deferred.

j) Income taxes

Tax expense comprises of current tax and deferred tax. Current income tax is measured at the amount expected to be paid to the
tax authorities in accordance with the Income Tax Act, 1961 enacted in India.

Deferred income taxes reflects the impact of current year timing differences between taxable income and accounting income for
the year and reversal of timing differences of earlier years. Deferred tax is measured using the tax rates and the tax laws enacted
or substantively enacted at the reporting date.

Deferred tax liabilities are recognized for all taxable timing differences. Deferred tax assets are recognized for deductible timing
differences only to the extent that there is reasonable certainty that sufficient future taxable income will be available against
which such deferred tax assets can be realized. In situations where the company has unabsorbed depreciation or carry forward
tax losses, all deferred tax assets are recognized only if there is virtual certainty supported by convincing evidence that they can
be realized against future taxable profits.

At each balance sheet date the Company re-assesses unrecognized deferred tax assets. It recognizes unrecognized deferred tax
assets to the extent that it has become reasonably certain or virtually certain, as the case may be that sufficient future taxable
income will be available against which such deferred tax assets can be realized.

Deferred tax assets and deferred tax liabilities are offset, if a legally enforceable right exists to set off current tax assets against
current tax liabilities and the deferred tax assets and deferred tax liabilities relate to the same taxable entity and the same
taxation authority.

k) Earnings per share

Basic earnings per share are calculated by dividing the net profit or loss for the period attributable to equity shareholders (after
deducting attributable taxes) by the weighted average number of equity shares outstanding during the period. Partly paid equity
shares are treated as a fraction of an equity share to the extent that they were entitled to participate in dividends relative to a fully
paid equity share during the reporting period.

For the purpose of calculating diluted earnings per share, the net profit or loss for the period attributable to equity shareholders
and the weighted average number of shares outstanding during the period are adjusted for the effects of all dilutive potential
equity shares.

1) Employee Stock Compensation Cost

Employees (including senior executives) of the company receive remuneration in the form of share based payment transactions,
whereby employees render services as consideration for equity instruments (equity-settled transactions).

In accordance with the Securities and Exchange Board of India (Share Based Employee Benefits) Regulations, 2014 and the
Guidance Note on Accounting for Employee Share-based Payments, the cost of equity-settled transactions is measured using the
intrinsic value method. The cumulative expense recognized for equity-settled transactions at each reporting date until the vesting
date reflects the extent to which the vesting period has expired and the company’s best estimate of the number of equity
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instruments that will ultimately vest. The expense or credit recognized in the statement of profit and loss for a period represents
the movement in cumulative expense recognized as at the beginning and end of that period and is recognized in employee
benefits expense.

Where the terms of an equity-settled transaction award are modified, the minimum expense recognized is the expense as if the
terms had not been modified, if the original terms of the award are met. An additional expense is recognized for any
modification that increases the total intrinsic value of the share-based payment transaction, or is otherwise beneficial to the
employee as measured at the date of modification.

m) Provisions

A provision is recognized when the Company has a present obligation as a result of past event, it is probable that an outflow of
resources will be required to settle the obligation, and a reliable estimate can be made of the amount of the obligation.
Provisions are not discounted to their present value and are determined based on best estimate required to settle the obligation
at the reporting date. These estimates are reviewed at each reporting date and adjusted to reflect the current best estimates.

n) Contingent liabilities

A contingent liability is a possible obligation that arises from past events whose existence will be confirmed by the occurrence
or non-occurrence of one or more uncertain future events beyond the control of the company or a present obligation that is not
recognized because it is not probable that an outflow of resources will be required to settle the obligation. A contingent liability
also arises in extremely rare cases where there is a liability that cannot be recognized because it cannot be measured reliably.
The company does not recognize a contingent liability but discloses its existence in the financial statements.

o) Cash and Cash equivalents

Cash and cash equivalents for the purpose of cash flow statement comprise cash at bank and in hand and short-term investments
with an original maturity of three months or less.
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3.16 Additional Information to the financial statements

a) Earnings per share (EPS)

For the Year Ended For the Year Ended

Particulars March 31, 2016 March 31, 2015
Rs. Rs.

Net profit/ (loss) for the period after tax for calculation of
basic & diluted EPS (36,866,315) (25,520,403)
Weighted average number of equity shares in calculating
basic & diluted EPS 3,800,000 3,800,000
Earnings/ (Loss) per share (EPS) (Basic & Diluted) (9.70) (6.72)

b) Employee benefits plan

Gratuity

The company has a defined benefit gratuity plan. Every employee who has completed five years or more of service on
departure at 15 days salary (last drawn salary) for each completed year of service. The liability is provided as per actuarial

valuation.

The following table summarizes the components of net benefit expense recognized in the profit and loss account and the

funded status and amounts recognized in the balance sheet for Gratuity.

Statement of profit and loss

Net employee benefit expense recognized in the employee cost

Particulars

2015-16
Rs.)

2014-15
(Rs.)

Current service cost

243,063

82,979

Interest cost on benefit obligation

24,235

30,492

Expected return on plan assets

Net actuarial (gain)/ loss recognised in the year

(127,384)

(175,260)

Past service cost

Net benefit expense*

139,914

(61,789)

Actual return on plan assets

*Excluding acquisition adjustment of Rs 35,032 in the current year.

Balance sheet

Benefit asset/liability

Particulars

2015-16
(Rs.)

2014-15
(Rs.)

Defined benefit obligation

(451,962)

(277,016)

Fair value of plan assets

Less: Un-recognized past service cost

Plan asset / (liability)

(451,962)

(277,016)
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Changes in the present value of the defined benefit obligation are as follows:

Particulars 2015-16 2014-15
(Rs.) Rs.)

Opening defined benefit obligation 277,016 338,805
Acquisition adjustment 35,032 -
Interest cost 24,235 30,492
Current service cost 243,063 82,979
Benefits paid - -
Actuarial (gains)/ losses on obligation (127,384) (175,260)
Closing defined benefit obligation 451,962 277,016

Changes in the fair value of plan assets are as follows:

There are no plan assets for gratuity.

The principal assumptions used in determining gratuity and post-employment medical benefit obligations for the

company’s plans are shown below:

. 2015-16 2014-15
Particulars (In %) (In %)
Discount rate 7.75 7.75
Future Salary Increase 7.50 7.50
Expected rate of return on plan assets - -
Employee turnover:

Up to 30 years 3 3
From 31 to 44 years 2 2
Above 44 years 1 1

The estimates of future salary increases, considered in actuarial valuation, take account of inflation, seniority, promotion

and other relevant factors, such as supply and demand in the employment market.

The discount rate is based upon the market yields available on Government bonds at the accounting date with a term that

matches that of liabilities.

Amounts for the current years are as follows:

2015-16% | 2014-15*% | 2013-14*
(Rs.) Rs.) Rs.)

Gratuity

Defined benefit obligation (451,962) | (277,016) | (338,805)
Plan assets - - -
Surplus/(deficit) (127,384) | (175,260) 14,350
Experience adjustments on plan liabilities - - -
Experience adjustments on plan assets - - -

* Previous three year numbers are not available as this is the third year of operations.
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¢) Employee stock option plans

The company provides share-based payment schemes to its employees. During the year ended 31 March 2016, an employee
stock option plan (ESOP) was in existence. The relevant details of the scheme and the grant are as below.

The Company has granted Employee Stock Options (ESOPs) to its own employees and to the employees of its Ultimate Holding
Company “HT Media Limited” and to the employees of its Fellow subsidiaries “Hindustan Media Ventures Limited” during the
year.

A. Details of these plans are given below:
Employee Stock Options
Stock option gives an employee, the right to purchase equity shares of Topmovies Entertainment Limited at a fixed price within

a specific period of time. The grant price (or strike price) shall be the fair market value of one share as on the date of grant or
face value of share whichever is higher.

B. Summary of activity under the plan for the year ended 31 March 2016 and 31 March 2015 is given below.

Employee Stock Options
Year ended 31 March 2016 Year ended 31 March 2015
Number | Weighted- | Weighted- | Number of | Weighted- | Weighted-
Employee Stock Options of options average average options average average
exercise remaining exercise remaining
price contractual price contractual
life life

Outstanding at the beginning of the
year 243,240 10 11 297,240 10 12
Granted during the year - - - - - -
Forfeited during the year 162,432 10 - 54,000 10 -
Exercised during the year - - - - - -
Expired during the year - - - - - -
Outstanding at the end of the year 80,308 10 10 243,240 10 11

Weighted average fair value of the options outstanding is Rs. 10 per option. Since no options have been exercised during the
period, thus weighted average share price has not been disclosed.

The estimated fair value of each stock option granted on each date was made using the Black-Scholes option pricing model with
the following assumptions:

Grant Date Expected Contractual | Dividend | Risk-free Exercise Fair Value
volatility for stock | life in years yield interest price of of options
options rate options granted
February 13, 2014 0% 12 0% 8.97% 10 4.28

Difference between the employee compensation cost (calculated on the fair value of the options) and employee compensation
cost (calculated using the intrinsic value of stock options) is Rs. 559,185 (Previous Year: Rs. 328,077). Had the fair value
method been used the loss would have been higher by Rs. 559,185 (Previous year: Rs. 328,077) & adjusted basic & diluted EPS
would have been higher by Rs. 0.15 (Previous year: Re. 0.15) (Nominal value of share Rs.10).
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d) Related Party Disclosures

e The list of related parties as identified by the management is as under:

Name of the Party

Relationship

a) Parties having direct or indirect control over the Company :

Earthstone Holding (Two) Limited
HT Media Limited (HTML)
The Hindustan Times Limited (HTL)

Ultimate Holding Company
Holding Company
Holding Company

b) Names of other related parties with whom transactions have entered during the year :

Hindustan Media Ventures Limited

Fellow Subsidiary

Firefly e-Ventures Limited

Fellow Subsidiary

HT Mobile Solutions Limited

Fellow Subsidiary
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The following transactions were carried out with the related parties and the balances of these related parties as at March 31, 2016 for the year then ended are

presented herein below:

Amount in Rs

Holding Company Fellow subsidiaries
HT Media Ltd. Hindustan Media | Firefly e-Ventures HT Mobile Total
Particulars Ventures Limited Limited Solutions
Limited
Mar-16 Mar-15 Mar-16 | Mar-15 | Mar-16 Mar-15 | Mar-16 | Mar-15 | Mar-16 Mar-15

Transactions during the year
Expenses reimbursement 2,592,645 | 1,731,100 - - 13,375,850 | 1,206,916 - - | 5,968,495 2,938,016
Preference share capital received - 470,000 - - - - - - - 470,000
Advertising and Sales Promotion 3,474,000 | 7,018,362 924,182 - - 266,999 | 3,474,000 8,209,543
Infrastructure Support (Seat) 1,392,662 | 1,202,865 - - - - -1 1,392,662 1,202,865
Taken
Amount debited on account of 75,497 115,612 - - 850,306 - 75,497 965,918
collection
Revenue sharing 480,750 | 2,012,073 - - - - 160,000 480,750 2,172,073
Closing balance
Trade payables 1,556,821 27,637 - - - - - -1 1,556,821 27,637
Trade receivables 549,459 | 2,176,112 - - - - - - 549,459 2,176,112
Equity Share Capital 38,000,000 | 38,000,000 - - - - - - | 38,000,000 | 38,000,000
Preference share capital 470,000 470,000 - - - - - - 470,000 470,000
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e) Un hedged foreign currency exposure

Description Currency 2015-16 2014-15
(Rs.) (Rs.)
Unbilled revenue USD 3057 5,482
Rate 68 63
INR 209,733 343,133

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

On the basis of information available with the Company based on the identification process carried out by it, there are no
amounts due to Micro, Small and Medium enterprises registered under Micro Small and Medium Enterprises Development

Act, 2006.

As at
March 31, 2016

As at
March 31, 2015

Rs.

Rs.

The principal amount and the interest due thereon remaining unpaid
to any supplier as at the end of each accounting year
Principal amount due to micro and small enterprises

Interest due on above

The amount of interest paid by the buyer in terms of section 16 of the

MSMED Act 2006 along 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 appointed day

during the year) 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

The amount of further interest remaining due and payable even in the

succeeding years, until such date when the interest dues as above are

actually paid to the small enterprise for the purpose of disallowance -
as a deductible expenditure under section 23 of the MSMED Act

2006

g) Earnings in foreign currency (on accrual basis)

Particulars 2015-16
Rs.

2014-15
Rs.

Income from Operations 2,870,723

4,179,451

Total 2,870,723

4,179,451

h) Deferred Tax

The Company has carried out its tax computation in accordance with the mandatory standard on accounting, AS 22 —
‘Taxes on Income’ as notified by the Companies (Accounting Standard) Rules, 2006. Having regard to the significant
accumulated losses, the Company has not recognised the net deferred tax assets of Rs. 23,991,598 (Previous year: Rs.
12,030,323), in the absence of virtual or reasonable certainty at this stage that there will be sufficient future taxable income

available to realize such assets.

The Company has deferred tax assets on account of losses and depreciation respectively which is as follows:

As at
Particulars March 31, 2016

As at
March 31, 2015
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(Rs.) (Rs.)
Deferred tax liabilities
Fixed assets: Impact of difference between tax depreciation and
depreciation/ amortization charged for the financial reporting - 968,425
- 968,425

Deferred tax assets
Fixed assets: Impact of difference between tax depreciation and
depreciation/ amortization charged for the financial reporting 1,378,808 -
Carry forward of unabsorbed depreciation and losses 21,979,092 12,349,087
Impact of expenditure charged to the statement of profit and loss in the
current year but allowed for tax purposes on payment basis 633,699 649,661

23,991,598 12,998,748
Net deferred tax assets 23,991,598 12,030,323

i)  Note on Going Concern

The Company is having accumulated losses of Rs. 73,945,442 (Previous year Rs. 37,079,127) as of March 31, 2016.
During the current year, the Company has incurred losses of Rs. 36,866,315 (Previous year Rs. 25,520,403) and a cash
operating loss of Rs 31,698,395 (Previous year Rs. 20,444,450). These matters raise doubts regarding the Company's
ability to continue as a going concern, which is dependent on continuing financial support from its parent Company.

The parent company has committed to provide continuous financial and operational support to the Company for its
continued operations in the foreseeable future. Also, as per business plan, the Company expects an increase in sales and

cash flows in subsequent years.

Based on the above factors, management is of the view that the financial statements should continue to be prepared on
going concern basis, and accordingly no adjustments have been made to the carrying values or classification of assets and

liabilities in the financial statement.

j) Previous year figures

Previous year figures have been regrouped/ reclassified, where necessary, to conform to this year’s classification.
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