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ISG NOVASOFT TECHNOLOGIES LIMITED

"DIRECTORS’ REPORT

Dear Shareholdets,

Your directors are pleased to present the sixth Annual Report and the Audited Statement of
Accounts of the Company (or the period ended December 31, 2009.

Financlal Results

The perforinance of the Company for the period ended December 31, 2009 is sununarized below:

December 31, 2009 March 31, 2009
Particulars (Rs.’000) (Rs.'000)
Turnover 455,051 504,914
Other Income 289 9,159
Total Income 455,340 514,073
Total Expenditure (excluding depreciation) 402,826 417,413
Depreciation 9,876 14,635
Total Expenditure 412,702 432,048
Profiv/(Loss) before exceptional items 42,638 . 82,026
Provision of diminution in value of investments (43,732) -
Profit/{Loss) Before Tax (1,094) 82,023
Less: Current Tax 7,970 5,850
Less: Provision for Fringe Benefit Tax ' - 6,150
Profit/(Loss) for the period (9,064) 70,026
Add: Balance B/f from previous year {209,066) (279,092)
Balance carried to Balance sheet 218,13D {209,0066)

Business Operations:

Your Company’s revenue from operations stood at Rs. 45.50 Crores for the period ended 31
December against Rs. 50.49 Crores io the previous year registering a increase of 120% (adjusted
for short period end in 2009) from the previous year. This performance was achieved mainly due
to the scaling up of KPO division of the company in Bangalore. The Compaay’s KPO off-shore
division in Bangalore has expanded significantly during the period taking the total KPO off-shore
headcount to approximately 700 by end of December 2009. The net loss afler exceptional items
for the period stood at Rs. 0,90 Crore as against profit of Rs. 7.00 Crore in the previous ycar. The
profit before exceptional items for the period ended 31* December 2009 stood at Rs.4.26 Crore as
against Rs.3.20 Crore during the previous year.

During the period 2009, onc of your Company’s affiliate made a significant acquisition in the US
in the fulfillment services space of the morlgage industry. This acquisition is expecled to give




further fillip to the operations of your Company in terms of increased off-shore opportunities.
Further with the signs of the US econoniic crisis settling down, your Direclors are confident of
much better performance in the years to come.

Subsidiary Companies

Effective 1% January 2010, your Company’s subsidiary Inuva Info Management Private Limited
discontinued its operations in its Kolkata facility. This decision was taken by the Management
due to scale issues and the need to consolidate operations at Bangalore and Chennai facilities of
ISGN. In view of this, the company has considered 100% impairment in respect of cost of
investment, being a permanent diminution of value and the same is shown as an exceplional item
in the Profit & Less account.

ISGN Solutions Limited, treland, wholly owned subsidiary of your company had been struck off
by the Companies Registration Office, Ireland on 24™ May, 2009 consequent to the application
made in this regard.

Directors:

Mr. Murali Gomatam retires by rotation and being eligible offers himsel{ for re-appointment.

Dividend

Due to accumulated losses, Your Company is not proposing to declare any dividend for this
period.

Share Capital

There was no change in the share capital during the reporting period.

Directors’ Respo'n.s‘il)ility Statement

Puesuant to Section 217(2AA) of the Companies Act, 1956, with respect to Directors’
Responsibility Statement, the Directors hereby confirm that:

1. in the preparation of the annual accounts, the accounting standards have been followed and that
there are no material departures;

2. they have, in selection of accounting policies consulted the Slatutory Auditors and have applied
them consistently and made judgments and estimates that are reasonable and prudent so as to give
a true and fair view of the state of affairs of the Company as at Decesmber 31, 2009 and of the
profit/loss of the Company for the period ended on that date;

3. they have taken proper and sufficient care, to the best of their knowledge and ability, for the
maintenance of adequate accounting records in accordance with the provisions of the Companies
Act, 1956, for safeguarding the assets of the Company and for preventing and detecting frauds
and other irregularities;




4, they have prepared the annual accounts of the Company on a going concern basis;

Conumnittees:

Audit Committee:

Your Company is having Audit Commitiee pursuant (o Section 292A of the Companies Act. Mr.
Krishna Srinivasan, Mr. Harinder Kohli and Mr. Murali Gomatam are the members of the
Comumitlee,

The major role of the Committee inter alia includes review of Internal Audit report and that of

Statutory Audit Report, Re-appointment of Statutory and Internal Auditors and fixation of their
remuneration thereon, Review of Financial Results, audit findings and related party transactions.

Remuneration Commmirtee:

Your Company is having Remuneration Committee comprising of Mr. Krishna Srinivasan, Mr.
Harinder Kohli and Mr. Murali Gomatam as the members of the Committee.

The major role of the Conunittee inter alia includes appointment and remuneration of Managing
Directors/Whole Time Directors, compensation package, annual increments, incentives, ete.

Auditors

M/s. Deloitte Haskins & Sells, Chartered Accountants, Statutory Auditors of the Company, retire
at the conclusion of the ensuing Annual General Meeting and have confirmed their eligibility and
willingness to accept office, if reappointed.

Information required to be furnished nnder Section 217 (1)(¢) of the Companies Act

A. Conservation of Energy
The operations of your Company are not energy intensive. However, adequale measures have
been taken to conserve and preserve energy by using efficient energy equipments.

B. Technology Absorption
As your Company progresses, necessaty R & D activities will be initiated to meet the technology
requirements for the future,

C. Foreign Exchange Earnings and Outgo

Total Foreign Exchange Eurning& and Outgo in Rupees (000°s)
December 2009 Mareh 2009
(i) Total Foreign currency Earnings 455,051 504,914

(i1) Total Forcign currency oulgo 20,807 79,223



Particulars of employees

Pacticulars of employees as required under the provisions of Scction 217(2A) of the Companies
Act, 1956, read with the Companies (Particulars of Employees) Rules, 1975, is attached herewith.

Fixed Deposits

Your Company has not accepted any fixed deposits under Section 58A of the Companics Act,
1956 and as such no amount of principal or interest was outstanding as of the balance sheet date.

Acknowledgements

Your Directors thank the Company’s clients, vendors, investors and banks and Government
Departiments for their support during the period . Your Directors place on record their
appreciation of the contribution made by employees at all levels.

. For and on behalf of the Board of Directors

Chairman

Date : 12-04-2010
Place: Bangalore
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ISG NOVASOFT
TECHNOLOGIES
LIMITED

Financial Statements
for the period ended
31 December 2009



Deloitte
Haskins & Sells

Chartered Accountants
ASV N Ramanas Tower

Tel : +91 (44) 6688 5000
Fax : +91 (44) 6688 5050

AUDITORS’ REPORT TO THE MEMBERS OF
ISG NOVASOFT TECHNOLOGIES LIMITED

We have audited the attached Balance Sheet of ISG NOVASOFT TECHNOLOGIES
LIMITED (“the Company”) as at December 31, 2009, the Profit and Loss Account and the
Cash Flow Statement of the Company for the period ended on that date, both annexed thereto.
These financial statements are the responsibility of the Company’s Management. Our
responsibility is to express an opinion on these financial statements based on our audit.

We conducted our audit in accordance with the auditing standards generally accepted in India.
Those Standards require that we plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free of material misstatements. An audit includes
examining, on a test basis, evidence supporting the amounts and the disclosures in the financial
statements. An audit also includes assessing the accounting principles used and the significant
estimates made by the Management, as well as evaluating the overall financial statement
presentation. We believe that our audit provides a reasonable basis for our opinion.

. As required by the Companies (Auditor’s Report) Order, 2003 (CARO) issued by the Central

Government in terms of Section 227(4A) of the Companies Act, 1956, we enclose in the
Annexure a statement on the matters specified in paragraphs 4 and 5 of the said Order.

. Further to our comments in the Annexure referred to in paragraph 3 above, we report as

follows:

(a) we have obtained all the information and explanations which to the best of our knowledge

and belief were necessary for the purposes 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;

(c)  the Balance Sheet, the Profit and Loss Account and the Cash Flow Statement dealt with by

this report are in agreement with the books of account;

(d) in our opinion, the Balance Sheet, the Profit and Loss Account and the Cash Flow

Statement dealt with by this report are in compliance with the Accounting Standards
referred to in Section 211(3C) of the Companies Act, 1956;

®

52, Venkatnarayana Road
T. Nagar, Chennai - 600 017



Deloitte
Haskins & Sells

(e) in our opinion and to the best of our information and according to the explanations given to
us, the said accounts give the information required by the Companies Act, 1956 in the
manner so required and give a true and fair view in conformity with the accounting principles
generally accepted in India:

(i) in the case of the Balance Sheet, of the state of affairs of the Company as at
December 31, 2009;

(ii) in the case of the Profit and Loss Account, of the loss of the Company for the period
ended on that date and

(iii) in the case of the Cash Flow Statement, of the cash flows of the Company for the
period ended on that date.

5. On the basis of the written representations received from the Directors as on December 31,
2009 taken on record by the Board of Directors, none of the Directors is disqualified as on
December 31, 2009 from being appointed as a director in terms of Section 274(1)(g) of the
Companies Act, 1956.

For Deloitte Haskins & Sells
Chartered Accountants
(Registration No. 008072S)

Bhavani Balasubramanian

Place: Bangalore, April 12, 2010 Partner
Membership No. 22156



Deloitte

Haskins & Sells

ANNEXURE TO THE AUDITORS’ REPORT
(Referred to in paragraph 3 of our report of even date)

(i)

(i)

(iii)

(iv)

v)

(vi)

Having regard to the nature of the Company’s business, clauses (ii), (vi),
(viii), (xii) to (xvi), and (xviii) to (xx) of CARO are not applicable.

In respect of its fixed assets:

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

(b) The fixed assets have been verified by the Company after the close of
the period. According to the information and explanation given to us,
no material discrepancies were noticed on such verification.

(©) The fixed assets disposed off during the period, in our opinion, do not
constitute a substantial part of the fixed assets of the Company and
such disposal has, in our opinion, not affected the going concern
status of the Company.

The Company has neither granted nor taken any loans, secured or unsecured,
to/from companies, firms or other parties listed in the Register maintained
under Section 301 of the Companies Act, 1956.

In our opinion and according to the information and explanations given to
us, there is an adequate internal control system commensurate with the size
of the Company and the nature of its business with regard to purchases of
fixed assets and the rendering of services. During the course of our audit, we
have not observed any major weakness in such internal control system.

In respect of contracts or arrangements entered in the Register maintained in
pursuance of Section 301 of the Companies Act, 1956, to the best of our
knowledge and belief and according to the information and explanations
given to us:

(a) The particulars of contracts or arrangements referred to Section 301
that needed to be entered in the Register maintained under the said
Section have been so entered.

(b) Where each of such transaction is in excess of Rs.5 lakhs in respect
of any party, the transactions have been made at prices which are
prima facie reasonable having regard to the prevailing market prices
at the relevant time.

In our opinion, the internal audit functions carried out during the period by
firm of Chartered Accountants appointed by the Management have been
commensurate with the size of the Company and the nature of its business.



Deloitte

Haskins & Sells

(vil)

(viii)

(ix)

(x)

(xi)

According to the information and explanations given to us in respect of
statutory dues:

(@) The Company has generally been regular in depositing undisputed
dues, including Provident Fund, Income-tax, Service Tax, Cess and
other material statutory dues applicable to it with the appropriate
authorities during the period.

(b) There were no undisputed amounts payable in respect of Income-tax,
Service Tax, Cess and other material statutory dues in arrears as at
December 31, 2009 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
were no Sales Tax, VAT, Income tax, Customs Duty, Wealth Tax,
Service Tax, and Cess, which has not been deposited with the
appropriate authorities as on December 31, 2009 on account of any
dispute.

The accumulated losses of the Company at the end of the financial year are
not less than fifty percent of its net worth and the Company has not incurred
cash losses in the financial year and in the immediately preceding financial
year.

In our opinion and according to the information and explanations given to
us, the Company has not defaulted in the repayment of dues to banks.

In our opinion and according to the information and explanations given to us
and on an overall examination of the Balance Sheet, we report that funds
raised on short-term basis have not been used during the period for long-
term investment.

To the best of our knowledge and according to the information and
explanations given to us, no fraud by the Company and no fraud on the
Company has been noticed or reported during the period.

For Deloitte Haskins & Sells
Chartered Accountants
(Registration No. 008072S)

Bhavani Balasubramanian

Place: Bangalore, April 12, 2010 Partner

Membership No. 22156
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1SG NOVASOFT TECHNOLOGIES LIMITED
BALANCE SHEET AS AT DECEMBER 31, 2009

SOURCES OF FUNDS

Shareholders' Funds
Share capitat

Loan Funds
Secured loans
tUnsecured loans

APPLICATION OF FUNDS

Fixed Assets
Gross block
Less ; Accumulated depreciation
Net block
Capitat work in progress

Investmeants

Current Assets, Loans and Advances :
Sundry debtors
Cash and bank balances
Loans and advances

Less : Current Liabilities and Provisions

Current liabilities
Provisions

Net Current Assets
Proflt & Loss Account

Total

Notes on Accounts

Schedule

15

Schedules referred to above form an integral part of these accounts

This is the Balance Sheet referred to
in our report of even date.

for Deloltte Haskins & Sells,
Chartered Accountants

Bhavani Balasubramanian
Partner

Place:

Bangalore
April 12,

Date:

2010

As at As at

December 31, 2009 March 31, 2009

{Rs 000's} (Rs 000's)

362,307 362,307

11414 865

12,184 -

385,905 363,172
82,042 51,049
38,767 29,296
43,275 21,753

3,354 46,629 - 21,753

- 43,732
127,069 127,130
24,857 2,887
59,736 56,121
211,662 186,138
80,094 84,872
10,423 12,646
90,517 97 518

121,145 88,620

218,131 209,067

385,905 363,172

For and on behalf of the Board of Directors

Director

A A



ISG NOVASOFT TECHNOLOGIESLIMITED
PROFIT AND LOSS ACCOUNT FOR THE PERIOD ENDED DECEMBER 31, 2009

Schedule

INCOME

Revenue from Business/Knowledge process

outsourcing and Software services

- Other income 11
Total
EXPENDITURE
Employee cost 12
Other Administrative expenses 13
Depreciation / Amortization 4
Financial expenses 14

Total
Profit/(Loss) for the period before exceptional items

Provision of diminution in value of investments
(Refer Note 4 of Schedule 15)

Profit/{Loss) after exceptional ltems
Tax expenses

Current tax

Fringe benefit tax

Net Profit/(Loss) after tax
Loss brought forward from Previous year

Loss Carried to Balance Sheet

Earnings Per Share (in Rupees)

- Basic & Diluted EPS 15
(Face value Rs. 10/- per share)

Notes on Accounts 15

Schedules referred to above form an integral part of these accounts

This is the Profit and loss Account referred to
in our report of even date.

for Deloitte Haskins & Sells, . -
Chartered Accountants

Bhavani Balasubramanian
Partner

Place: Bangalore
Date:. April 12, 2010

Period ended
December 31,2009
(Rs 000's)

455,051

289

455 340

252,221
145,970
9,876
4,636

412,703

42,637

(43,732)

(1,095)

7,970

{9,065)

(209,066)

{218,431}

v \
&mp Secretary

{0.250)

For and on behalf of the Board of Directors

Year ended March
31,2009
(Rs 000's)

504,914
9,169

514,073

—_—e

194,414
222,465
14,635
536
432,050

—e VO

82,023

82,023

5,850
5,150
70,023

(279,090}

{209,067)

1.933

' W Al A

Managing Director

5




1SG NOVASOFT TECHNOLOQGIES LIMITED
CASH FLOW STATEMENT FOR THE PERIOD ENDED DECEMBER 31,2009

A. Cash flow from operating activities :
Loss before tax
Adjustments for
Depreciation/ Amortisation
Loss on sale of fixed assets
Write off/ other adjustments of fixed assets
Provision for diminution - inuva Investment
Provision for short term compensated absences
Unrealised foreign exchange fluctutaion
Liabilities no longer required written back
Doubtful debts/ advances written off
interest expense
interest income
Operating profit before working capital changes

Movement in working capitatl :

Decrease / (increase) in trade and other receivables
(Decrease) / Increase in trade payables

Cash generated from operations

Direct taxes paid (net of refunds)

Net cash flow generated from operating activities

B. Cash flow from investing activities
Capital Expenditure
Purchase of nvestments
Proceeds from sale of fixed assets
Interest received .
Net cash flow used in investing activities

C. Cash flow from financing activities

Proceeds from long term borrowings

Repayment of long term borrowings

Proceeds of short term borrowings (Net)

interest paid

Net cash generated from financing actlvities

Net increase In cash and cash equivalents (A+B+C)

Cash and cash equivalents at the beginning of the perlod

Cash and cash equivalents at the end of the period
Components of cash and cash equivalents as at
Cash and chegues on hand

Balances with schedule banks

Note:
1. Figures in brackets indicate cash outflow.

This is the Cashflow statement Statement referred to
in our report of even date.

for Deloitte Haskins & Sells,
Chartered Accountants

Bhavani Balasubramanian
Partner

g‘:é?r Bangalore
" April 12, 2010

Period Ended Year Ended

December 31, 2009 March 31, 2009
(Rs 000's) (Rs 000's)
{1,095) 82,023
9,876 14,635
85 -
_ 452
43,732
1,547 1,413
242 (2,489)
- (2,478)
220 .
4636 536
(234) (129)
59,009 93,963
(4.010) (107,956)
(5,470) 26,265
49,528 12,272
(11,046) (1,979)
38,481 10,293
(34,927) (11,285)
- 1,089
90 237
228 129
(34,609) (9,830)
15,282 589
(4,732) -
12,000 .
(4,452) (536)
18,098 - 53
21,870 515
2,887 2,372
24,857 2,887
R 8
24,857 2,879
24,857 2,887

For and on behalf of the Board of Directors

M/_‘MM

Managing Director Director

~T

s 5 AL
ompan retary




1SG NOVASOFT TECHNOLOGIES LIMITED
SCHEDULES FORMING PART OF THE ACCOUNTS

SCHEDULE 1 : SHARE CAPITAL

Authorised Share capital
50,000,000 Equity shares of Rs.10/- each

Issued, Subscribed and Pald Up Share capital

36,230,700 Equity shares of Rs.10/- each, fully paid up

Note

36,230,000 shares are held by CFCL Ventures Lid, Cayman
Islands, the holding company and 700 shares are held by
CFCL Ventures Ltd with Joint holderg

SCHEDULE 2 : SECURED LOANS

From Banks

Hire purchase loan
From Others

Equipment loan

Finance lease obligation

Notes:

1, Secured by hypothecation of assets acquired through the foan / finance lease obligation.

2. Amount repayable within twelve months

SCHEDULE 3 : UNSECURED LOANS

inter corporate deposit
Interest accrued and due on inter corporate deposit

As at
December 31, 2009
(Rs 000's)

500,000

500,000

362,307

362,307

5,516
5,898

11,414

2,246

12,000
184

12,184

As at

March 31, 2009
(Rs 000's)
500,000
500,000
362,307

a7

128

737

865

427
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SCHEDULE 5 : INVESTMENTS

{Long Term - Trade, Unquoted}
In a Subsidiary Company:

16,900 Equity shares of Rs.10/- each in Inuva Info Management
Private Limited, fully paid up

Less: Provision for Diminution

{Refer Note 4 of Schedule 15)

SCHEDULE 6 : SUNDRY DEBTORS

Debts outstanding for a period exceeding six months
Unsecured, considered doubtful

Other debts

Less: Provision for doubtful debts

SCHEDULE 7 : CASH AND BANK BALANCES

Cash on Hand
Batances with Scheduled Bank
- On Current Account

SCHEDULE 8 : LOANS AND ADVANCES
(Unsecured |, considered good)
Advances recoverable in cash or in kind or for vaiue to be received
- Advances {o suppliers
- Other advances recoverable in cash or in kind or for value to'be received
interest accrued
Deposits - others

Note:
Advances recoverable in cash or in kind or for value to be received include
dues from companies under the same management
{a) Balances at the year end
Inuva info Management Pvt Lid

(b) Maximum amount due at any time during the year.
Inuva Info Management Pvt Ltd

SCHEDULE 9 : CURRENT LIABILITIES

Sundry creditors
- due to Micro enterprises and small enterprises
{Refer Note 10 of Schedule 15}
- due to other than Micro enterprises and smali enterprises
Short term compensated absences
Purchase consideration payabie*
Other liabilities

“ represents the balance purchase consideration payable
on inuva Info Management Pvt Lid acquisition.

SCHEDULE 10 : PROVISIONS
Provision for taxation (Net of Advance tax and TDS of Rs. 7,314 thousands, PY 1,419 thousands)

Provision for gratuity
Provision for Fringe Benefit Tax (Net of Advance tax - 9,460 Thousands (PY Rs 4,311 thousands)

4/

As at
December 31, 2009
{Rs 000's}

43,732

(43,732)

1,364
127,069

(1,364)

127,069

24,857

24,857

4,746
26,670

28,313

59,736

327

41,017
6,107
25,715
7,255

80,094

6,506
3917

10,423

As at
March 31, 2009
{Rs 000's}

43,732

43,732

1,364
127,130

1,364

127,130

2,879

2,887

5,695
33,840

16,586

56,121

12,090

49,143
4,560
25715
5,454

84,872

4,431
3,065
5,150

12,646




{SG NOVASOFT TECHNOLOGIES LIMITED ) Perlod ended Year ended March
SCHEDULES FORMING PART OF THE ACCOUNTS December 31,2009 31,2009
(Rs 000's) (Rs 000's)

SCHEDULE 11 : OTHER INCOME

linterest on
- Deposit (Gross)
- Interest received from Others (Gross)

(Tax deducted at source 45 thousands Previous Year 29 thousands)

Foreign Exchange Difference (Net)
Liabilities no longer required written back
Miscellaneous income

SCHEDULE 12 : EMPLOYEE COST

Salaries, wages and bonus

Contribution to provident and other funds
Gratuity expenses

Staff welfare expenses

SCHEDULE 13 : OTHER ADMINISTRATIVE EXPENSES

Power and fuel

Rent

Rates and taxes

Insurance .

Repairs and maintenance :

- Plant & Machinery

- Others

Travelling and conveyance

Communication costs

Printing and stationery

Legal and professional fees

Auditor's remuneration (Refer Note 5 of Schedule 15)
Donations and contribution to charitable institutions
Loss on sale of fixed assets (Net)

Doubtful debts and advances writien off
. Foreign Exchange Difference(Net)

Miscelianeous expenses

SCHEDULE 14 : FINANCIAL EXPENSES

Interest :

- Paid to banks

- On Inter corporate deposit
- Others

151
77

61

289

238,528
9,846
853
2,994

252,221

9,032
32,661
202
2,202

240
6,455
50,220
15,973
536
12,592
800
150
85

220
12,521
2,081

145970

3,265
1,371

4536

129

6,506
2,478
46

9,169

—_—

182,508
7127
723
4,056
194,414

[ .5 ¥

6,472
28,711
190
2,643

872
5,437
136,561
11,181
1,206
25,031
858
452

2,851

222,465

e e PO

34

502
536
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1SG Novasoft Technologies Limited
Schedule forming part of accounts

Schedule 15: Notes on Accounts

Back ground

ISG Novasoft Technologies Limited (“ISGN”), a company incorporated under the Indian
Companies Act, 1956 is a 100% wholly owned subsidiary of CFCL Ventures Limited, Cayman
Islands ("CVL"). CVL in turn is a 100% wholly owned subsidiary of CFCL Technologies Limited,
Cayman Islands ("CFCLT”). CFCLT is a subsidiary of Chambal Fertilizers and Chemicals
Limited, a company incorporated and listed in the stock exchanges of India.

ISGN is engaged in the business of providing Knowledge Process Outsourcing ("KPO") services
and Software products support services catering mainly to the mortgage lending industry in
the U.S. ISGN operates as the off-shore hub and along with its affiliates in the U.S. delivers
solutions and services to the customers base consisting primarily of mortgage banks and
financial institutions. With the KPO offering, ISGN's revenue from operations have increased
significantly in the past two years and this has helped the company to become profitable.

1. Significant accounting policies

a) Basis of Preparation

The financial statements are prepared under the historical cost convention in accordance
with the generally accepted accounting principles in India and comply in all material
respects with the accounting standards prescribed in the Companies (Accounting
Standards) Rules 2006 (as amended) and with the relevant provisions of the Companies
Act, 1956.

b) Use of Estimates

The preparation of the financial statements in conformity with the generally accepted
accounting principles requires estimates and assumptions to be made that affect the
reported amount of assets and liabilities and the disclosures relating to contingent assets
and liabilities as on the date of financial statements and the reported amount of revenues
and expenses during the reporting period. Management believes that the estimates used
in the preparation of financial statements are prudent and reasonable. Actual resuits could
differ from these estimates

c) Fixed Assets

Fixed assets are stated at historical cost less accumulated depreciation. The cost of an
asset comprises the purchase price and any attributable cost of bringing the asset to its
working condition for its intended use.

d) Depreciation

Depreciation is provided on fixed assets on Straight Line Method over their estimated
useful lives. The depreciation rates used are higher than the minimum rates specified in
Schedule XIV to the companies Act, 1956.
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ISG Novasoft Technologies Limited

Schedules forming part of accounts

Notes on Accounts (contd.)

e)

f)

g)

h)

0 Leasehold improvements amortized over the period of respective
leases.

(i) Computers 3 years

(i) Furniture and Fittings 5 years

(iv) Office equipment 5 years

(v)  Mobile phones (included under 100% in the year of purchase

office equipment)
(vi) Vehicles 5 years
Cost of Software is amortized over a period of five years.

Assets individually costing Rs. 5,000 or less are fully depreciated in the year of purchase.
Depreciation charge in respect of additions / deletions is restricted to the period of use.

Investments

Long term investments are stated at cost. However, provision for diminution in the value
is made to recognize the decline (other than temporary) in the value of investments.

Revenue recognition

Revenue from software services and business process and knowledge process outsourcing
services is recognized on rendering of such services based on the terms of contracts with
the customers.

Foreign currency transactions

Foreign currency transactions are accounted at the exchange rate ruling on the date of the
transaction. At the year end all monetary assets and liabilities denominated in foreign
currency are restated at the closing exchange rate. Exchange differences arising out of
settlements and from the year end restatement referred to above are recognized in the
Profit and Loss account.

Employee Benefits

Short term

Short term employee benefits including compensated absence are recognized as an
expense as per the company’s scheme based on expected obligations, as at the balance
sheet date on an undiscounted basis.

Post retirement

Post retirement benefits comprise of provident fund and gratuity which are accounted for
as follows:

@.



ISG Novasoft Technologies Limited

Schedules forming part of accounts

Notes on Accounts (contd.)

i)

3))

a. Provident Fund

This is a defined contribution plan and contributions are remitted to Provident Fund
authorities in accordance with the relevant statute and charged to Profit and Loss
Account as and when due. The company has no further obligations for future
Provident Fund benefits other than its monthly contributions.

b. Gratuity

This is a defined benefit plan and the liability towards gratuity as at the balance
sheet date is determined based on actuarial valuation using Projected Unit Credit
Method. Actuarial gains and losses comprising of experience adjustments and the
effects of changes in actuarial assumptions are recognized immediately in the Profit
and Loss Account as income or expense.

Taxation

Provision for current tax is made based on the liability computed in accordance with the
relevant tax rates and the tax laws. Provision for deferred tax is made for all timing
differences arising between the taxable income and accounting income at the tax rates
enacted or substantively enacted, by the Balance sheet date. Deferred tax assets are
recognized only if there is virtual certainty that they will be realized and are reviewed for
the appropriateness of their carrying values at each Balance sheet date.

Provisions, Contingent Liabilities and Contingent Assets

Provisions are recognised only when there is a present obligation as a result of past events
and when a reliable estimate of the amount of obligation can be made. Contingent liability
is disclosed for (i) possible obligation which will be confirmed only by future events not
wholly within the control of the Company or (ii) present obligations arising from past
events where it is not probable that an outflow of resources will be required to settle the
obligation or a reliable estimate of the amount of the obligation cannot be made.
Contingent assets are not recognised in the financial statements since this may result in
the recognition of income that may never be realised.

2. Change in Fiscal year

In the meeting held on 11" December 2009, the Board of Directors approved the change of
the Company’s financial year from the fiscal year commencing on 1% April of one calendar year
and ending on 31% March of the subsequent calendar year to the calendar year (ending 31%
December). In order to give effect to the change, the Board of Directors approved the closure
of the financial year commencing 1% April 2009 for a 9 months period up to 315t December
2009. Accordingly, these financial statements have been prepared for the nine months period

ended 31 December 2009.

3. Capital Commitments

Estimated amount of contracts remaining to be executed on capital account and not provided
for (net of advances) is Rs.3,485 thousands (Previous year Rs. 10,241 thousands).

%



ISG Novasoft Technologies Limited
Schedules forming part of accounts

Notes on Accounts (contd.)

4. Subsidiary
Effective 1% January, 2010, the company’s subsidiary Inuva Info Management Private ltd, a
company incorporated under the Indian Companies Act, has discontinued its operations.

Consequently the company has considered 100% impairment in respect of cost of investment,
being a permanent diminution of value.

5. Professional charges include Payment to Auditors (Excluding Service Tax)

Amount in (Rs 000’s).

For the period ended | For the year ended
Particulars 31-Dec-09 31-Mar-09
(a) As Auditors . 7
(i) Statutory audit ' 600 600
(i) Tax aydit 200 175
_(iii) Out of pocket Expenses | 8
(b) For Other Services =
(i) Miscellaneous certification 7 e 75
TOTAL 800 858
6. Leases

(a) Operating Leases
The Company has taken certain fixed assets under a non-cancellable operating lease.

(i) Future minimum lease payments as of December 31, 2009 are as follows:

(Rs.000's) (Rs. 000’s)

31% 31% Mar'09
) Dec’09
Not later than one year 9,728 3,096
Later than one year and not later than five years 12,758 5,060

Later than five years

(i) The lease payments recognized in the Profit and Loss Account during the year amounts to
Rs5,280 thousands (Mar 31, 2009 - Rs. 731 thousands).

(b) Finance Lease

The company has entered into an arrangement for lease of office equipments and
computers. The lease arrangements are for a period between two and three years.
Under the terms of the lease, the company is required to pay fixed monthly
installments over the lease term.







