Persistent Systems Limited

CONDENSED CONSGLIDATED BALANCE SHEET AS AT JUNE 30, 2014

Note As at As at As af
June 30, 2014 June 30, 2013 March 31, 2014
In T Million tn T Miilion in ¥ Miltion
EQUITY AND LIABILITIES
Shareholders’ funds
Share capital 5 400,60 400.00 400.00
Reserves and surphis 6 12 478.24 10,058.61 11,823.44
12,878.24 10,458.61 12,223.44
Non- current liabilities
l.ong term borrowings 7 31.87 14,20 31.87
Other tong lerm liabilities 8 301.09 603,16 300.59
Long term provisions 9 99.68 84.90 93.23
433.55 792.26 425.69
Current liabilities
Trade payables 10 560.27 382,43 433.73
Other current tiabifities 0 1,294.50 1,136.64 1,140.11
Shoriderm provisions 1 998.0¢ 745.36 1,210.87
285277 2,264.43 2,784.71
TOTAL 16,164.56 13,425.30 15,433.84
ASSETS
Non-current assets
Goodwill on consolidation 23.03 - 22.94
Fixed assets
Tangible assels 12.1 2,883.65 2.8390.24 2 /785,30
Inlangible assels 2.2 1,163.63 1,683.98 1,269.05
Capilal work-in-progress 253,40 321.70 307.40
4,310.68 4,744.92 4,381.75
Non-current investments 13 2,010,55 172.68 823.23
Deferred lax assels (net) 14 260,80 223.33 260,12
Long term lpans and advances 15 B5.B5 180.07 137.97
Other non-current assets 16 12.85 42B.86 45¢.44
6,703.76 5,749.87 6,065.45
Current assets
Current invesiments 17 3,574.16 341577 4,071.36
Trade receivables 18 3,306.25 2,847.24 3,028.17
Cash and bank balances 19 $,036.42 654.08 056,54
Short term Joans and advances 20 567.84 478.10 410.07
Other current assets 21 976,13 380.24 902.25
9,460.80 7.67543 9,368.19
TOTAL 16,164.56 13,425.30 15,433.84
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Persistent Systems Limited
CONDENSED CONSOLIDATED STATEMENT OF PROFIT AND LOSS FOR THE QUARTER ENDED JUNE 30, 2014

Note For the gquarter ended For the year ended
June 30, 2014 June 30, 2013 March 31, 2014
In T Million In ¥ Millton It T Mitlion
Income
Revenue from operations (net) 22 4,349.87 3,5672.88 16,691.53
Other income 23 270.13 272.55 310.16
Total revenue (A) 4,620.00 3,845.43 17,001.69
Expanses
Employee benefit expenses 241 2,530.05 2,001.03 9,085.68
Cost of technical professionals 24.2 240.07 200,43 905.77
Other expenses 25 667.94 603.95 255317
Finance cost 0.20 0.09 0.53
Depreciation and amortization expense 12,3 227.59 236.81 1,025.95
Total expenses (B) 3,665.85 3,042.31 13,576.10
Profit before tax (A - B) 954.15 803.12 3,426.69
Tax expense
Current tax 266.49 259.20 1,009.49
Tax credit in respect of earlier years (0.30) {1.46) {13.38)
Deferred 1ax charge / (credit) (0.08) (25.57) (62.29)
Total tax expense 266.11 23247 933.82
Net profit for the period ! year 688.04 570.95 2,492.77
Earnings per equity share 26
[Nominal vafue of share T10 {Corresponding period/
previous year: T10]
Basic (In ) 17.53 14,74 64.07
Diluted (In X) 17.20 14,27 62.32
Summary of significant accounting policies 4
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Persistent Systems Limited

CONSOLIDATED CASH FLOW STATEMENT FOR THE QUARTER ENDED JUNE 30, 2014

For the quarter ended
June 3¢, 2013

June 30, 2014

For the year ended
March 31, 2014

in ¥ Million tn T Million In ¥ Million
Cash flow from operating activities
Profit before tax 954.1% 8063.12 3,426,59
Adjustments for:
Interestincome {28.22) (18,36} 91.47)
Finance cost 0.20 .08 0.53
Dividend income (51.09) (38.00) (149.51)
Depreciation and amortization expense 227.59 236.81 1,025.95
Unrealised exchange fess {net) {40.73) {94.54) £8.13
Change in foreign currency transfation reserve 117 {32.45) (34.01)
Exchange loss/ (gain) on dersivalive conlracts (79.50) 63.05 18.59
Exchange (gain} / loss on translation of foreign
currency cash and cash equivalents 2.86 (0.66) 18.93
Bad debis B8.98 38.83 46.27
Provisicn for doubtful receivables (net) - - 28.37
Provision for doublful receivables wrillen back {net) {32.17) (9.46) -
Employee sfock compensation expenses - - -
Provision for deubtful deposits 0,20 10.00 -
Provision for doubifui deposit wrilten back - - (111}
Provision far doubiful advances - 0,2% 0.45
Provisior for diminion in value of non current invesinients - 0.056 0.05
intercorporate deposits writlen off - - 3.80
Excess provision in respecl of earfier periods/ years wiilten back (4.89) - (2.22)
Profit on sale of invesiments (net) {15.15) {22.48) (54.50%
(Profity loss on sale of fixed assets (net) (0.11) {1.16) 3.32
Operating profit before working capital changes 943.19 937.07 4,299.26
Movements In working capltal :
{Increase) in trade receivables (210.80} (268.03) {G09.20)
Decrease/ (Increase) in other cument assets 36.82 (56.48) (343.84)
(Increase) in loans and advances (166.68) (151.14) (111,085
{ncrease in rade payables and current iabilities 102.36 282,19 501.32
{Decrease) Increase in provisions (63.02) (212.79) 120.40
Qperating profit after working capital changes 641.58 §10.82 3,785.09
Direct taxes paid (net of refunds) {163.63) (158,53} (976,85
Net cash generated from operating activities (Y] 477.95 352.29 2,808.24
Cash flows from investing activities
Payment towards capilal expenditure (177.21) {201.08) {681.27)
Proceeds from sale of fixed assets 0.1 1.35 2.66
Acquisition of subsidiary nel of cash of ¥ 2,59 miflion - - (31.70)
Purchase of non-curren! investments - - (650.54)
Investments in mutusad funds (3.673.36} (3,311.23} (12,491.96)
Proceeds from sale / maturily of mutual funds 2,588.62 3,034.10 11,591.27
investiments in bank depoesits having ariginat maturity over three (13.10) {$.18) {23.54)
months
Maturity of bank depesits having original maturily over (hree months 100.00 3.07 41.74
Inter corporate deposils placed - . .
Inter corporate deposits refunded 0.03 0.95 7.33
Interest received 16.37 1.09 28.06
Dividends received £1.09 35,93 149.51
Not cach {usod In) investing activitive {B) {607 .55} (437 .90) {1,950, 44)
Cash flows from financing activities
Proceeds from long term bomrowings - - 17.67
Dividends paid (0.16) (0.03) (439.76)
TFax on dividend paid - - (74.78)
Net cash {used in) financing activities <) {0.16) {0.03} (496.87)
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Persistent Systems Limited

CONSOLIDATED CASH FLOW STATEMENT FOR THE QUARTER ENDED JUNE 30, 2014

Far the quarter ended For the year ended
June 30, 2044 June 30, 2013 March 34, 2014
in ¥ Million In T Milkion In ¥ Million
Net increase in cash and cash equivalents (A + 8 + C} (218.76) (85.64) 352.82
Cash and cash equivalents at the beginning of the year 832.87 448.48 498.88
Effect of exchange difference on lranslation of foreign
currency cash and cash equivatents {2.86) 0.66 (18.93)
Gash and cash equivalents at the end of the periodf year 610.25 413.90 832.87
Compoenents of cash and cash equivafents
Cash on hand 0,16 0.1 0.14
Balances with banks
On current accounts # 487,94 323.07 473.32
On saving accounts - 0,07 0.01
On Exchange Eamer's Foreign Currency accounts 121.47 90.08 358.56
On unpaid dividend accounts® 0.68 0.57 0.84
Cash and cash equivalents as per note 19 610.26 413,90 832.87

# Qut of the batance the Company can litise ¥ $3.73 miflion {Corresponding pered ¥ 3.81 million /Previous year ¥ 16.28 million) oniy lowards research and development
aclivities specified in the loan agreemenl.

“ The Gompany can ulifize these balances only lowards settlement of the respeclive unpaid dividend.

Summary of significant accounting policies - Refer note 4

As per our report of even date

For Deloltte Haskins & Selis LLP For JOSHI APTE & CO For and on hehalf of the Board of Directors of
ICAl Firm registration no. 117366W/100018 ECAl Firm registration no. 104370W Persistent Systems Limited
Chartered Accountants Chartered Accountants
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Persistent Systems Limited
Notes forming part of condensed consolidated financial statements

1.

Nature of operations

Persistent Systems Limited (the "Company” or “PSL") is a public Company domiciled in India and incorporated under the
provisions of the Companies Act, 1856 (the "Act”). The shares of the Company are listed on Bombay Stock Exchange
and National Stock Exchange. The Company is a global company specializing in software producis, services and
technology innovation. The Company offers complete product life cycle services.

Persistent Systems, Inc. (PSI} based in the USA, a wholly owned subsidiary of PSL, is engaged in software product,
services and technology innovation.

Persistent Systems Pte Lid (PS Pte.) based in Singapore, a wholly owned subsidiary of PSL, is engaged in software
development, professional and marketing services.

Persistent Systems France SAS (PSFS} based in France, a wholly owned subsidiary of PSL, is engaged in software
products, services and technology innovation in the life sciences domain.

Persistent Telecom Solutions Inc. {PTSI) based in the USA, a wholly owned subsidiary of Persistent Systems Inc., is
engaged in software products, services and technology innovation in telecom and Product Lifecycle Management

domains.

Persistent Systems Malaysfa Sdn. Bhd. (PSM) based in Malaysia, a wholly owned subsidiary of Persistent Systems
Limited, is engaged in software products and services.

CloudSquads, Inc. (CSl} based in the USA, a wholly owned subsidiary of PSI, is an innovafive consultancy that
deploys, integrates and runs social communities on social customer platforms to provide insights that drive
improvements in marketing, sales and customer service,

Basis of preparation

The condensed interim financial statements for the quarter ended June 30, 2014 have been prepared in accordance
with Accounting Standard 25- ‘Interim Financial Reporting’ notified by Companies (Accounting Standards) Rules, (as

amended) 2006.

The condensed financial statements of the Group are prepared in accordance with generally accepted accounting
principles in India (Indian GAAP) to comply in all material respects with the Accounting Standard nofified under the
Companies (Accounting Standards) Rules, 2006, (as amended) and the relevant provisions of the Companies Act,
2013 (to the extent notified). These condensed financial statements are prepared on an accrual basis and under the
historical cost convention except derivative financial instruments which have been measured at fair value. The
accounting policies are consistently applied by the Group during the period ang are consistent with those used in

previous period/ year.
Principles of consolidation

The condensed consolidated financial statements for the quarter ended June 30, 2014 of the Company and its
subsidiaries (“the Group”} are prepared in accordance with generally accepted accounting principles applicable in India,
and the Accounting Standard 21 (AS-21} oh ‘Consolidation of Financial Statements', notified by Companies {Accounting
Standards) Rules, 2006, (as amended) {"Accounting Standards”) by and to the extent possible in the same format as
that adopted by the Company for its separate financial statements.

The financial statements of the Company and its subsidiary companies have been combined on line by line basis by
adding together the book values of like items of assets and liabilities, income and expenses afler eliminating intra group
balances and infra group transactions except where cost cannot be recovered. The unrealized profits or losses resulting
from the intra group fransactions and halances have been eliminated.

The consulidaled linancial stalements include the share of profit / loss of assoclate compantes, which are accounted for
under the 'Equity method'. The share of profit / loss of the associate company has been adjusted to the cost of
investment in the associate, as per the ‘Equity method’. An associate is an enterprise in which the investor has
significant influence and which is neither a subsidiary nor a joint venture,

The excess of the cost to the Company of its investment in a subsidiary and the Company's portion of equity of
subsidiary on the date at which investment in the subsidiary is made, is described as goodwill and recognized separately
as an asset in the consolidated financial statements. The excess of the Company's portion of equity of the subsidiary
over the cosi of invesiment in the subsidiary is treated as capital reserve in the consolidated financial statements.
Goodwill arising on consolidation is not amortized. It is tested for impairment on a periodic basis and written off if found

impaired.

The consolidated financial statements are prepared using uniform accounting policies for like transactions and other
ents in similar circumstances and necessary adjustments required for deviations, if any, are made in the consolidated
ial statements. The consolidated financial statements_are presented in the same manner as the Company's

olidated financial statements. U

e
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Persistent Systems Limited
Notes forming part of condensed consolidated financial statements

{a)

(b)

(c)

The financial stalements of the subsidiary companies used in the consclidation are drawn up to the same reporting date
as of the Company.

The subsidiary companies considered in conselidated financiai statements are as follows:

Name of the subsidiary Ownership percentage as at Country of
June 30,2014 | “June 30,2013 | Wiarch 31, 2014 | 'mcorporation
Persistent Systems, Inc. 100% 100% 100% USA
Persistent Systems Pte Limited 100% 100% 100% Singapore
Persistent Systems France SAS 100% 100% 100% France
Persistent Telecom Solutions inc. 100% 100%
(wholly owned subsidiary of 100% Usa
Persistent Systems Inc.)
H i 0,

gﬁamslent Systems Malaysia Sdn. 100% _ 100% Malaysia
CloudSquads, inc. (wholly owned 100%
subsidiary of Persistent Systems - 100% USA
Inc.)

Summary of significant accounting policies

Use of estimates

The preparation of the financial statements in conformity with Indian GAAP requires the management to make
judgments, estimates and assumptions that affect the reported amounts of revenue, expenses, assets and liabilities and
disclosure of contingent liabilities at the end of reporting period. Although these estimates are based on the
management's best knowledge of current events and actions, uncerfainty about these assumptions and estimates could
result in the outcomes requiring a material adjustrnent to the carrying amounts of assets or liabilities in future periods.

Tangible fixed asseis

Tangible fixed assets are stated at cost, less accumulated depreciation and accumulated impairment losses, if any. The
cost comprises the purchase price and directly attributable costs of bringing the asset 1o ils working condition for its
intended use. Any trade discounts and rebates are deducied in arriving at the purchase price. Capital work-in-progress
includes cost of fixed assets that are not ready to be put to use.

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 reporting period during which such expenses are incurrad.

Gains or losses arising from disposal 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 disposed.

Intangible assets

(i) Acquired intangible assets

Intangible asseis including soflware licenses of enduring nature and contractual rights acquired separately are
measured on initial recognition at cost. Following initial recognition, intangible assets are carried at cost less
accumulated amortization and accumulated impairment losses, if any. Cost comprises the purchase price and any
directly attributable cost of bringing the asset to its working condition for its intended use.

Gains or {osses arising from disposal 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 foss when the asset is
disposed. :

{This space is intentionally left blank)
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Persistent Systems Limited
Notes forming part of condensed consolidated financial statements

(d)

(e)

{f)

{ii) Research and development cost

Research costs are expensed as incurred. Development expenditure incurred on an individual project is recognized as

an intangible asset when the Group can demonstrate:
- technical feasibility of completing the intangible asset so that it will be available for use or sale;

- its intention to complete the asset;

- its ability to use or sell the asset;

- how the asset will generate probable fulure economic benefits;

- the availability of adequate resources to complete the development and to use or sell the asset; and
- the ability to measure reliably the expenditure attributable to the intangible asset during development.

Such development expenditure, until capitalization, is reflected as intangible assets under development,

Foliowing the initial recognition, internally generated intangible assetis are carried at cost less accumulated
amortization and accumulated impairment losses, if any. Amortization of internally generated intangible asset hegins
when the development is complete and the asset is available for use.

Depreciation and amortization

Depreciation on tangible fixed assels is provided using the Straight Line Method ('SLM') aver the useful lives of the
assets estimated by the management.

The management estimates the useful lives for the fixed assets as follows:

Assets Useful lives

Buildings* 25 years
Computers 3 years
Computers - Servers and networks* 3 years
Office equipments 5 years
Plant and eguipment* § years
Plant and equipment (Windmil)* 20 years
Furniture and fixtures* 5 years
Vehicles” 5 years

*For these classes of assets, based on internal assessment the management believes that the useful lives as given
above best represent the period over which the management expects to use these assels. Hence the usefui lives of
these assets are different from the useful lives as prescribed under Part C of Schedule I} of the Companies Act 2013.

Individual assets whose cost does not exceed T 5,000 are fully depreciated in the year of acquisition,

Leasehold fand is amortized on straight line basis over the period of the lease which is 95 years. lLeasehold
improvements are amortized over the period of lease or useful life, whichever is Jower,

Intangible assets are amortized on a straight line basis over their estimated useful lives commencing from the day the
asset is made available for use.

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 internallexternal factors.

Recoverable amount of intangible under development that is not yet available for use is estimated at least at each
financial period / year end even if there is no indication that the asset is impaired.

An impairment loss is recognized wherever the carrying amount of an asset exceeds #is recoverable amount. The
recoverable amount is the greater of the asset's net selling 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 reflects current
market assessments of the time value of money and risks specific to the asset.

Borrowing costs
Borrowing cost includes interest, amortization of ancillary costs incurred in connection with the arrangement of

borrowings.

Borrowing costs directly attributable to the acquisition, construction or development of an asset that necessarily takes a
substantial period of fime to get ready for its intended use or sale are capitalized as part of the cost of the respective
asset. Al other borrowing costs are expensed in the period they occur. ‘ .

CHARTERED Y~
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Persistent Systems Limited
Notes forming part of condensed consolidated financial statements

(9)

{h)

Leases
Where the Group is a lessee

Leases, where the lessor effectively retains substantially ail the risks and benefits of ownership of the leased item, are
classified as operating leases.

Operating lease paymenis are recognized as an expense in the statement of profit and loss on a straight-line basis over
the lease term.

Investments

Investmenis which are readily realizable and intended to be held for not more than one year from the date on which
such invesiments are made, are classified as current investments. All other investments are classified as long-term
investments.

On initial recognition, all invesiments are measured at cost. The cost comprises purchase price and directly atiributable
acquisition charges such as brokerage, fees and duties.

Current investments are carried in the financial statements at lower of cost and fair value, determined on category of
investment basis. Long-term investments presented in the financial statements are carried at cost. However, provision
for diminution in value is made to recognize a decline, other than temporary decline, in the value of investments.

On disposal of an investment, the difference between its carrying amount and net disposal proceeds is charged or
credited to the statement of prefit and loss,

Revenue recognition

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

(i} Income from software services

Revenue from fime and material engagements is recognized on time proportion basis as and when the services are
rendered in accordance with the terms of the contracts with customers,

In case of fixed price contracts, revenue is recognized based on the milestones achieved as specified in the contracts,
on proportionate completion basis.

Revenue from royalty is recoghized in accordance with the terms of the relevant agreements.
Revenue from maintenance contracts is recognized on a pro-rata basis over the period of the contract,
Revenue from lcensing of software is recognized upon delivery.

Unbilled revenue represents revenue recognized in relation to work done on time and material projects and fixed price
projects until the balance sheet date for which billing has nat taken place.

Unearned revenue represents the billing in respect of contracts for which the revenue is not recognized.

The Group collects service tax and value added taxes {VAT) on behalf of the government and, therefore, these are not
economic benefits flowing to the Group. Hence, they are excluded from revenue.

(ii) interest

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

(iii) Dividend

Dividend income is recognized when the Group's right to receive dividend is established by the reporting. date Dlwdend
income is included under the head 'Other income’ in the statement of profit and loss.

{This space is intentionally leff blank)
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Persistent Systems Limited
Notes forming part of condensed consolidated financial statements

i)

Foreign currency translation

(i) Foreign currency transactions and balances

Initial recognition

Foreign currency transactions are recorded in the respective reporting currencies of the entities in the Group, by
applying to the foreign currency amount the exchange rate between the reporting currency and the foreign currency at
the date of the transaction.

Conversion

Foreign currency monetary items are reported using the exchange rate prevailing at the reporting date. Non-monetary
items, which are measured in terms of historical cost denominated in a foreign currency are reported using the
exchange rate at the date of the transaction. Non-menetary items which are carried at fair value or other similar
valuation denominated in a foreign currency are reporled using the exchange rates at the date when the vatues were
determined.

Exchange differences

Exchange differences arising on conversion / settlement of foreign cumency monetary items and on foreign currency
Habilities relating to fixed assets acquisition are recognized as income or expenses in the reporting pericd in which they

arise.

Forward exchange contracis not intended for trading or speculation purposes covered by AS-11 “The effects
of changes in Foreign Exchange rafes”

The premium or discount arising at the inception of forward exchange contracts is amortized and is recognized as an
expense/ income over the life of the contract. Exchange differences on such contracts are recoghized in the statement
of profit and loss in the reporting 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 reporting period.

Forward exchange contracts not infended for trading or speculation purposes, classified as derivative
financial instruments

The Group has adopted principles of AS-30-"Financial Instruments: Recognition and Measurement” issued by the
Institute of Chartered Accountants of India (JCAl), to the extent that the adoption did not conflict with existing notified
accounting standards and other authoritative pronouncements of the company law and other regulatory requirements.

As per the accounting principles faid down in AS-30 refating to cash flow hedges, derivative financial instruments which
qualify for cash flow hedge accounting are fair valued at balance sheet date and the effective portion of the resultant
loss / (gain} is debited / (credited} to the hedge reserve and the ineffective portion is recognized to the statement of profit
and loss. Derivative financial instruments are carried as forward contract receivable when the fair value is positive and
as forward contract payable when the fair value is negative.

Changes in the fair value of derivative instruments that do not qualify for hedge accounting are recognized in the
statement of profit and loss as they arise.

Hedge accounting is discontinued when the hedging instrument expires or is sold, or terminated, or exercised, or no
longer qualifies for hedge accounting. Any cumulative gain or loss on the hedging instrument recognized in hedge
reserve is transferred to the statement of profit and loss when the forecasted transaction occurs or affects profit or loss
or when a hedged transaction is no longer expected to occur,

Transiation of integral and non-integral foreign operation
The Group classifies all its foreign operations as either “integral foreign operations” or “non-integral foreign operations.”

The financials statements of the integrat foreign operations are translated as if the transactions of the foreign operations
have been those of the Group itself.

The assets and liabilities of a non-integral foreign operation are translated into the reporling currency at the exchange
rate prevailing at the reporting date. Their statement of profit and loss are translated at exchange rates prevailing at the
dates of transactions or weighted average rates, where such rates approximate the exchange rate at the date of
transaction. The exchange differences arising on translation are accumulated in the foreign currency translation
reserve. On disposal of a non-integral foreign operation, the accumulated foreign currency translation reserve relating
to that foreign operation is recognized in the statement of profit and loss.

When there is a change in the classification of a foreign operation, the translation procedures apphcable to the revised
classification are applied from the date of the change in the dassification.

CHARTERED
ACCOUNTANTS




Persistent Systems Limited

Notes forming part of condensed consolidated financial statements

{k) Retirement and other employee benefits
(i) Provident fund

Provident fund is a defined contribution plan covering eligible employees. The Group and the eligible employees make a
monthly contribution {o the provident fund maintained by the Regional Provident Fund Commissioner equal to the
specified percentage of the basic salary of the eligible employees as per the scheme. The contributions to the provident
fund are charged to the statement of profit and loss for the period/ year when the contributions are due. The Group has
no obligation, other than the contribution payable 1o the provident fund.

{(ii) Gratuity

Gratuity is a defined benefit obligation plan operated by the Group for its employees covered under Group Gratuity
Scheme. The cost of providing benefit under gratuity plan is determined on the basis of actuarial valuation using the
projected unit credit method at the reporting date. Actuarial gains and losses are recoghized in full in the statement of
profit and loss in the reporling period in which they occur.

(fi)) Superannuation

Superannuation is a defined contribution plan covering eligible employees. The contribution to the superannuation fund
managed by the insurer is equal to the specified percentage of the basic salary of the eligible employees as per the
scheme. The contribution to this scheme is charged to the statement of profit and loss on an accrual basis. There are no
other contributions payable other than contribution payable to the respective fund.

{iv) Leave encashment
Accumulated leave, which is expected {0 be utilized within the next twelve months, is treated as short-term employee

henefit. The Group measures the expected ceost of such absences as the additional amount that it expects to pay as a
result of the unused entittement that has accumulated at the reporting date.

The Group treats accumulated leave expected to be caried 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 unit credit method at the reporting date. Actuarial gains/losses are immediately {aken to the
statement of profit and loss and are not deferred.

The Group presents the entire leave encashment liabifity as a current liability in the balance sheet, since it does not
have an unconditional right to defer its settlement for twelve months after the reporting date.

(v} Long service awards
l.ong service awards are other long term benefits to all eligible employees, as per Group’s policy. The cost of providing
benefit under long service awards scheme is determined on the basis of actuarial valuation using the projected unit

credit method at the reporting date. Actuarial gains and losses are recognized in full in the statement of profit and loss
in the reporting period in which they occur.

(I} Income taxes

Tax expense comprises of current and deferred tax. Current income tax is measured at the amount expected {o be paid
to the tax authorities in accordance with the Income Tax Act, 1961 enacted in India and tax laws prevailing in the
respective tax jurisdictions where the Group operates. The tax rates and {ax laws used to compute the amount are
those that are enacted or substantively enacted, af the reporting date.

Deferred income faxes reflect the impact of timing diffierences between faxable income and accounting income
originating during the current reporting period and reversal of timing differences of earlier reporting periods. Deferred tax
is measured based on 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 only to the
extent that there is reasonable certainty that sufficient future taxable income will be avaitable against which such
deferred tax assets can be realized. In situations where the Greup has unabsorbed depreciation or carry forward tax
losses, all deferred {ax assets are recognized only if there is virtual certainty supported by convincing evidence that they
can be realized against future faxable profits.

In the situations where the Greup is entifled to a tax holiday under the income-tax Act, 1961 enacted in India or tax laws
prevailing in the respective tax jurisdictions where it operates, no deferred tax {asset or liability) is recognized in respect
of timing differences which reverse during the tax holiday period, to the extent the Group's gross total income is subject
to the deduction during the tax holiday period. Deferred tax in respect of timing differences which reverse afier the tax
holiday period is recognized in the period/ year in which the timing differences eoriginate. However, the Group restricts
recognition of deferred tax assets 1o the extent that it has become reasonably certain or virtually certain, as the case
may be, that sufficient future taxable i incomg availab!e agamst whzch such deferreci fax assets can be realized.
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Notes forming part of condensed consolidated financial statements

(m}

(n)

* from finance provided by the Group.

At each reporting date, the Group 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.

The carrying amount of deferred tax assets are reviewed at each reporting date. The Group writes-down the carrying
amount of a deferred tax asset fo the extent that it is no longer reasonably certain or virtually certain, as the case may
be, that sufficient future taxable income will be available against which deferred tax asset can be realized. Any such
write-down is reversed to the extent that it becomes reasonably certain or virtually certain, as the case may be, that

sufficient future taxable income will be available.
Deferred {ax assels 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 labilities relate to the same taxable entity and

the same taxation authority.

Minimumn alternate tax {MAT) paid in a period/ year is charged to the statement of profit and loss as current tax. MAT
credit available is recognized as an asset only to the extent that there is convincing evidence that the Group will pay
normal income tax during the period, i.e., the period for which MAT credit is allowed to be carried forward. In the period/
year in which the Group recognizes MAT credit as an asset in accordance with the Guidance Note on Accounting for
Credit Available in respect of Minimum Alternative Tax under the Income-tax Act, 1961, the said asset is created by
way of credit to the statement of profit and loss and shown as "MAT Credit Entitlement.” The Group reviews the "MAT
credit entittement” asset at each reporling date and writes down the asset to the extent the Group does not have
convincing evidence that it will pay nomal tax during the specified pariod.

Segment reporting
(I} Identification of segment

The Group's operations predominantly relate {o providing software products, services and technology innovation
covering full life cycle of product fo its customers.

The primary reporting segments are identified based on review of market and business dynamics based on risk and
returns affected by the type or class of customers for the services provided. The analysis of geographical segment is
based oh the areas in which the customers of the Company operate,

(if} Allocation of income and direct expenses

Income and direct expenses allocable to segments are classified based on items that are individualty identifiable to that
segment such as salaries and project relaled travel expenses. The remainder is considered as un-allocable expense
and is charged against the tofal income.

(iii} Unallocated items

Unallocated items include general comorate income and expense items which are not allocated fo any business
segment,

Segregation of assets, liabilities, depreciation and other non-cash expenses into various reportable segments have not
been presented except for trade receivables as these items are used interchangeably between segments and the Group
is of the view that it is not practical to reasonably allocate these items to individual segments and an ad-hoc allocation
will not be meaningful.

(iv) Inter-segment transfers
There are no inter-segments transactions.
{v} Segment accounting policies

The Group prepares its segment information in conformity with accounting policies adopted for preparing and presenting
the financial statements of the Group as a whole.

Earnings per share (EPS)

Basic earnings per share are calculated by dividing the net profit for the peried / year attributable to equity shareholders
by the weighted average number of equity shares outstanding during the pericd / year. The weighted average number of
equity shares outstanding during the reporting period is adjusted for events such as bonus issue, bonus element in a
rights issue, share split, and reverse share split (consolidation of shares), if any occurred during the reporting period,
that have changed the number of equity shares outstanding, without a corresponding change in resources. Further, the
weighled average number of equity shares used in computing the basic earnings per share is reduced by the shares
held by PSPL ESOP Management Trust at the balance sheet date, which were obtained by subscription to the shares




Persistent Systems Limited
Notes forming part of condensed consolidated financial statements

(o}

{p)

(a)

n

For the purpose of calculating diluted earnings per share, the net profit for the period / year altributable o the equity
shargholders and the weighted average number of equity shares outstanding during the period / year, are adjusted for
the effects of all dilutive potential equity shares.

Provisions

A provision is recognized when the Group has a present obligation as a resuit of past event; it is probable that an
outflow of resources embodying economic benefits will be required to settle the obligation, in respect of which a reliable
estimate can be made. Provisions are not discounted {o ils present value and are defermined based on the best
estimate required {o settle the obligation at the reporting date, These estimates are reviewed at each balance sheef date
and adjusted 1o reflect the current best estimates.

Contingent liabilities

A contingent fiabilily is a possible obligation that arises from past events whose existence wilt be confirmed by the
occlirrence or non-onccurrence of one or more uncertain future events beyond the control of the Group or a present
obligation that is not recognized because it is not probable thal an outflow of resources will be required to seftle 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 Group does not recognize a contingent liability but discloses its existence
in the financial statements.

Cash and cash equivalents

Cash and cash equivalents in the cash flow stalement comprises of cash at bank, cash in hand and short term deposits
with an original maturity period of three months or fess.

Employoe stock compensation expenses

Employees {including senior executives} of the Group receive remuneration in the form of share based payment
transactions, whereby employees render services as consideration for equity instruments {equity-setled transactions).

in accordance with the SEB{ (Employee Stock Option Scheme and Employee Stock Purchase Scheme) Guidelines,
1999 and the Guidance Note on Accounting for Employee Share-based Payments, the cost of equity-settled
transactions is measured using the intrinsic value method and recognized, together with a corresponding increase in the
"Stock options outstanding account” in reserves. 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 Group’s
best estimate of the number of equity instruments that will ultimately vest.

The expense or credit recognized in the statement of profit and loss for a reporting period / year represents the
movement in cumulative expense recognized as at the heginning and end of that reporting period and is recognized in
employee benefits expense. The employee stock option schemes have a graded vesting schedule. Each vesting
tranche having different vesting period has been considered as a separate option grant and accounted for accordingly.

Where the terms of an equity-seitled {ransaction award are modified, the minimum expense recegnized is the expense
as if the {erms 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 fransaction, or is otherwise
beneficial to the employee as measured at the date of modification.

(This space is intentionally left blank)
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Persistent Systems Limited
Notes forming part of condensed consolidated financial statements

5.

b)

c)

Share capital

As at As at As at
June 30, 2014 June 30, 2013 March 31, 2014
In T Million In ¥ Million In T Million
Authorized shares {No. in million}
112 (Corresponding period/ Previous year: 112} 1,120.00 1,120.00 1,120.00
equity shares of ¥ 10 each
1,120.00 1,120.00 1,120.00
Issued, subscribed and fully paid-up shares
{No. in million)
40 (Cerresponding period/ Previous year: 40) 400.00 400.00 400.00
equity shares of T 10 each
Issued, subscribed and fully paid-up share 400.00 400.00 400.00

capital

Reconciliation of the shares outstanding at the beginning and at the end of the repotting period

There is no movement in the shares outstanding at the beginning and at the end of the reporting period.

Terms / rights attached fo equity shares

The Company has only one class of equity shares having a par value of ¥10 per share. Each holder of equity shares is
entitled to one vote per share. The Company declares and pays dividends in Indian rupees. The dividend proposed by
the Board of Directors is subject to the approvat of the shareholders in the cnsuing Annual General Meeting.

During the guarter ended June 30, 2014, the amount of per share interim dividend recognized as distributions fo equity

shareholders is ¥ Nil {Corresponding period ¥ Nil/ Previous year ¥ 8).

During the year ended March 31, 2014, the amount of per share final dividend recognized as distributions to equity

shareholders was T 4,

In the event of liquidation of the Company, the halders of equity shares will be entitled to receive remaining assets of the
Company, after distribution of all preferential amounts. The distribution wili be in propartion to the number of equity

shares held by the shareholders,

Details of sharehclders holding more than 6% shares in the Company

Name of the As at June 30, 2014 As at June 30, 2013 As at March 31, 2014
shareholder” No. in million % Holding No.in million % Holding No. in million % Holding
Dr. Anand Deshpande 11.46 2B.65 11.46 2865 - 11.46 28.65
jointly with Mrs. Sonali

Anand Deshpande

Mr. Suresh Deshpande 4.09 10.24 4.09 10.24 4,09 10.24
jointly with Mrs. Sulabha

Suresh Deshpande

PSPL ESOP 2.66 6.65 3.26 8.14 2.83 7.09
Management Trust

Saif Advisors Mauritius 213 5.33 2,13 5.33 243 5.33

Limited

* The shareholding information is based on legal ownership of shares and has been extracted from the records of the

Company including register of shareholders / members,

(This space is intentionally left blank)
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Persistent Systems Limited

Notes forming part of condensed consolidated financial statements

6. Reserves and surplus

As at As at As at
June 3%, 204 June 30, 2013 March 21, 2014
In T Million In T Milkion In ¥ Million
A. Securities premium account
Balance as per the last financial statements 1,736.70 1,736.70 1,736.70
1,736.70 1,736.70 1,736.70
B. Employees share options outstanding account
Balance as per the last financial statements 26.96 30.48 30.48
Add : Additions during the reperiing period - - -
Less: Transferred o general reserve (1.12) {0,99) (3.52)
25.84 28.49 26.98
C. General reserve
Balance as per the [ast firancial statemems 4,622.38 3,617.42 3.617.42
Add: Transferred from the statement of profit and foss - - 954,30
Add: Adjustments towards employees slock options i.12 414 3.62
Less: Adjustments towards PSPL ESOR Management Trus! {Refer note 30 b) - - {92.85)
4,523.51 3,621.56 4,522.39
D, Foreign currency franslation reserve
Balance as per the last financial statemenis 137.50 61.92 61.92
Add: Exchange differenze during the reporting period on net investment in non- 4.50 59.90 75.58
inlegral foreign operations
142.00 121.82 137.50
E. Hedge reserve
Balance as per the last financiai statements 214.73 87,76 87.76
Addition { {deduction} during the reporting period (37.74) (357,94) 126,97
176.99 {270.18) 21473
F. Surplus in the statement of profit and loss
Balance as per the fast financial statements 5,185,16 4,248 27 4.248,27
Net profit for the reporting period/ year 688.04 £70.95 249277
Less: Appropristions
Interim dividend - - (320.00)
Proposed finat dividend - - (160.00)
Tax on dividend - - {81.58)
Transferred 1o general reserve - ~ (884.30)
5,873.20 4,819.22 5,185.16
12,478.24 10,058.61 11,823,44
7. Long-term borrowings
As at As at As at
June 30, 2014 June 30, 2013 March 31, 2014
In T Mijlion In T Million I T Miltion
Term loans {unsecured)
Indian rupee lean from others 31.87 14.20 31.87
3187 4,20 31.87

The tarm loans from Govemment depsriments have the following terma snd conditions:

Loan | - amourding to T 15.06 million (Corresponding period ¥ 6.54 million /Previous year ¥ 45.00 million) with interest payable @ 2% per annum guaranteed by a

bank guarantee by the Company and repayable in ten equal semi annual installments over a period of five years commencing from March 2016,

Loan Il - amounting fo T 16.81 million (Correspending period T 7.66 million /Previous year ¥ 16.81 million) with Interest payable @ 3% per annum repayable in {en

equal annual installments over a period of ten years commencing from September 2015,

8. Other long term liabliities

As at As at As at

June 30, 2014 June 39, 2013 March 31, 2014

In ¥ Millien In ¥ Million In T Million

Capital creditors 300.90 602.71 299.70
Interest acerued but not due on term loans 1.09 0.45 0.89
301.99 603.16 300.59
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Persistent Systems Limited

Notes forming part of condensed consolidated financial statements

9. L.ong term provisions

As at As at As at
June 30, 2014 June 30, 2013 March 31, 2014
In T Million In ¥ Million In T Mitlion
Provision for employee benefits
- Long service awards 99.69 §4.90 93.23
99.69 84.90 93.23
10, Trade payables and other current liabilities
As at As at As at
June 30, 2014 June 30, 2013 March 31, 2014
In T Million In ¥ Million In T Million
Trade payahles 560,27 382,43 433,73
560.27 382.43 433.73
Other current liabilities
Unearned revenug 468.87 231.39 b26.39
Unpaid divideny * .48 0.57 0.84
Final dividend payable 160.00 $20.00 -
Tax on dividend payable 2718 20.39 -
Advance from customers 9.94 179.33 11.51
Forward conlracts payable - 298.42 -
Capltai credltors 371.06 71.40 377.80
Other payables
- Statutory liabilities 129.39 87.77 101.89
- Accrued employee liabilities 120.46 122,74 118.60
- Other liabilities 5.91 4.63 3.08
1,294.50 1,136.64 1,140.11
* Unpaid dividend is credited to Investor Education and Protection Fund as and when due.
11. Short-term provisions
As at As at As at
June 30, 2014 June 30, 2013 March 31, 2014
in % Million In ¥ Million in ¥ Million
Provision for employee benefits
- Gratuity 45.80 37.94 46.21
- Leave encashment 32,74 284.18 297.52
- Lang service awards 16.01 8.09 11.02
- Other employee benefits §579.68 349.60 668,93
Others
- Income tax {(Net of advance tax) 43.80 55.54 -
- Proposed dividend - - 160.00
- Tax on proposed dividend - - 27,19
998.00 745.36 1,210.87
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Persistent Systems Limited

Notes forming part of condensed consolidated financial statements

12.2 Intangible assets

{in T Miltion)
Software Acquired contractual Total
rights
Gross block (At Cosf)
As at April 1, 2014 2,430.38 575.05 3,005.41
Additions 5.96 - 5.96
isposals - - -
Other adjustments
- Exchange differences 5.57 1.37 6.94
As at June 30, 2014 2,441.89 576.42 3,018.31
Amortization
As at April 1, 2014 1,347.83 388.53 1,736.36
Charge for the period 97.58 17.65 115.23
Disposals - - -
Other adjustiments
- Exchange differences 2.35 0.74 3.09
As at June 30, 2014 1,447.76 406.92 1,854.68
Net biock
As at June 30, 2014 994.13 169.50 1,163.63
As at March 31, 2014 1,082.53 186.52 1,269.05
{in T Million)
Software Acquired contractual Total
rights
Gross block (At Cost)
As at April 1, 2013 1.289.28 542.68 1,631.96
Additions 895.01 - 895.01
Disposals - - -
Other adjustments
- Exchange differences 116.00 29.17 145.17
As at June 30, 2013 2,300.29 571.85 2,872,114
Amortization
As at April 1, 2013 924 .50 205.36 1,129.86
Charge for the period 90.44 41,41 131.85
Disposals - - -
Other adjustments
- Exchange differences 18.79 7.66 26.45
As at June 30, 2013 1,033.73 254.43 1,288.16
Net block
As at June 30, 2013 1,266.56 317.42 1,583.98
12.3 Pepreciation and amortization
{In ¥ Million)
For the quarter ended For the year ended
June 30, 2014 June 30, 2013 March 31, 2014
On tangibte assets 112.36 104.97 438.40
On intangible assets 115.23 131.85 587.57
Less: attributabte to fixed assets used for construction of building - {0.01) (0.02)
227.59 236.81 1,025.95

(This space is intentionally leff blank)
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Persistent Systems Limited
Notes forming part of condensed consolidated financial statements

12.2 Intangible assefs

(In T Miltion)
Software Acquired contractual Total
rights
Gross block (At Cost)
As at April 1, 2013 1,289.28 542.68 1,831.95
Additions 1,617.60 - 1,417.60
Disposals - - -
Other adjustments
- Exchange differences 123.48 32.37 155.85
As at March 31, 2014 2,430.36 575.05 3,005.41
Amortization
As at April 1, 2013 926.76 203.10 1,129.86
Charge for the year 406.15 181.42 587.57
Disposals - - -
Other adjustments
« Exchange differences 14.92 4.01 18,93
As at March 31, 2014 1,347.83 388,53 1,736.36
Net block
As at March 31, 2014 1,082.53 186.52 1,269.05
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Persistent Systems Limited

Notes forming part of condensed consolidated financiaf statements

13. Nen-current investments

As al As a1 As at
June 30, 2014 June 340, 2013 March 31, 2014
In T Million fn T Million In ¥ Million
TFrade investments (At cost unfess otherwise mentioned)
fhvestments in Equity instriments {Unquoted)
n Associates (Unquoted)
Kiisn:a eService Private Limited [Holding 50%. (Corresponding period/ Previous year 50%)]
0.005 millicn (Correspoending period/ Previous year 0.00% milion) shares of 310 each, fully paid up 0.05 0.05 0.06
Less : Provision for diminulion in value of investment 0.05 0.05 0.05
Sprint Telecom India Private Limiled {Holding 26% (Corresponding period/ Previous year 26% )}
1.30 million (Corresponding period 0.65 milion/ Previous year: 1.30 million) shares of ¥ 10 each, fully 13.00 6.50 13.00
paid up
13.00 6.50 13.00
13.00 6,50 13.00
in Others* {Ungquoted}
Cigual Limited {Holding 2.38% (Corresponding period/ Previous year 2.38%}]
0.04 milien (Corresponding period! Previous year: 0.04 million) shares of GBP 0.01 each, fully pald 13.06 12,71 12.88
up
Less : Provision for diminution in value of invesiment 13.06 i2.71 12.86
investments in preferred stock (Unquoted)
Hyginex Inc. 12.04 - 11.88
0.25 milfion {Corresponding period Nilf Previous year 0.25 million) Preferred stock of $
0.901 each, fully pakf up
12.04 - 11.99
Investments in Convertible Notes (Unquoted)
DxNow, Ing,
1 {(Corresponding period Nilf Previous year 1) convertible note of USD 125,000 each, fully paid up 752 - 748
Ustyme, Inc.
1 {Corresponding period Nilf Previous year 1) convedible nofe of 115D 250,000 each, fully paid up 15.04 - 14.89
22.56 . 22.48
Naon-trade Investments {At cost uniess otherwise mentionad)
Governmeant Securifles (Quoted)
In government securities 775,76 166,19 775,78
iMarket value ¥ 783.42 million, {Corresponding period T 179.63 milfion/ Previcus year T 779.85
miltion)]
775.76 166.19 775,76
tnvestments in mutual funds (Quoted) #
Aggregate amount of quated invesiments [Market value ¥ 1,251.72 million, {Correspanding / 1,187.19 . -
Previous year T Nilj}
2,010.55 172,69 823.23
Aggregale provision for diminution in value of investments 13,11 1276 12.83
Aggregale amount of quoted invesiments [Market value T 2,035.14, (Comesponding period ¥179.63 1,962.95 166.19 775,78
milliond Previcus year T 779.85 million)}
60.71 19.26 60.40

Aggregate amounl of unguoted invesiments

* investments, where the Group does not have joint-conirol or significant influence including silvations where such joint-control or significant influence is intended

to be temporary, are classified as “investments in others”

# The investments in mutuat funds thal are inlended to be held for more than one year from the dale on which such investments are made have heen reclassified
from current investiments 1o long-lerm investments. The transfer from current invesiments to lorg-term investments have been made al the lower of cost and the

carrying amount at the date of transfer.

(This space is intentionally feft hlank)
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Persistent Systoms Limited

Notes forming part of condensed consolidated financiaf statements

14, Deferred tax asset (nef) *

As at As at As at
June 30, 2014 June 30, 2013 March 31, 2014
In ¥ Million 1n ¥ Million In ¥ Million
Deferred tax liabllities
Ditferences in depreciation f amortization and oiher differences in a block of tangible and 163.08 7812 132,64
intangible assets as per the tax books and financial books
163.08 78.12 132,64
Deferred tax assets
Provision for leave encashment 105.55 101.37 101.34
Provision for long setvice awards 34.32 31.61 3543
Provision for doubtiul debts 140.42 138.22 154,08
Differences in depreciation / amorlization and other differences in a block of tangible and 109.87 30.25 98.30
inangible assets as per the tax bosks and financial books
Others 2B.72 - 3.83
423 88 301.45 38276
260.80 223.33 260.12

Deferred tax assets (net}

* Deferred tax assels and deferred 1ax liabilities have been offset wherever the Group has a legally enforceable right 1o sel off current tax assets against current tax
liabifities and where the deferred lax assets and defemed lax fiabililies relate 1o income taxes levied by the same laxation authority. In all ofher cases the same have been

separately disclosed.

15. Long term loans and advances

As at As at As al
June 30, 2014 June 30, 2013 March 31, 2014
It ¥ Milllon In T Million in ¥ Million
Capital advances {(Unsecured, considered good) 4.45 17.80 6.78
Security deposifs
Unsecured, considered gocd 68.74 57.92 59,14
Unsecured, considered daubtiul .20 - -
69.94 57.92 59,14
Less: Provision for doubtful deposils 0.20 - -
69,74 57.92 50,14
Advance incomae {ax (Net of provision for income tax} - - 58.76
Inter corporate depaosits
Unsecured, considered good .58 0.68 .61
Unsecured, considered doubliul 0.58 0.58 0.58
1.16 1.26 1148
Less: Provision for douhiful deposils 0.58 0.58 0.58
0.58 0.68 0.61
Other [oans and advances (Unsecured, considered good)
Advance to PSPL ESOP Managemer Trusl - 85,99 -
Advances recoverable in cash or kind or for value to be received 11.08 7.68 12.67
11.08 103,67 12,67
85.85 180.07 137.97
16. Other non-current assets
As at As at As at
June 30, 2014 June 30, 2013 March 31, 204
In ¥ Million in ¥ Million In ¥ Mitlion
Non-current bank balances {Refer nate 19) 12.22 401.42 401.62
Interest accrued but net due 0.53 27.44 57.82
12.85 428.86 459.44
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Persistent Systems Limited

Notes forming part of condensed consolidated financial statements

48, Trade receivables

As at As at As at
June 30, 2014 June 30, 2013 March 3%, 2014
In ¥ Million in ¥ Million In ¥ Mitklon
Cuistanding for a period exceeding six months from the date they are duc for
payment
Unsecured, considered good 3.26 £2.04 -
Unsecured, considered doubtful 431.65 417.62 458.89
434,91 469.67 459.89
Less : Provision for doubtful receivables 431.65 417.63 458.89
3,26 52.04 -
Others
Unsecured, considered good 3,302.98 2.795.20 3.028.47
Unsecured, considered doubtiul 24.94 22.86 27.18
3,327.93 2,818.06 3,055.35
Less : Provision for deubtful receivables 24.94 22.86 27.18
3,302.99 2,795.20 3,028.17
3,305.25 2,847.24 3,028.17
19, Cash and bani balanses
As at As at As at
June 30, 2014 June 30, 2043 March 31, 2014
In ¥ Miltion meMillieny In¥ Milllon
Cash and cash equivatents as presented in cash flow statement
Cash on hand 0.16 011 0.14
Balances willi banks
O cunient aceownls * 407.84 323.07 473,32
On saving accounts - 0.07 0.01
On Exchange Earner's Foreign Currency accounls 121.47 £0.08 358.56
On unpaid dividend accounls ** 0.68 0,57 084
610.25 413.90 832.87
Other bank balances
On deposit accoun! with eriginal maturity more than three months but less 1.35 9,96 1.00
than twelve meonths
On deposit account wilh original malurity more than {welve months *** 437.04 531.64 524.29
438.39 £41.60 52629
Less: Deposils wilh maturity more than twelve months from the balance sheet (12.22) {401.42) (401.62)
dale disclosed under non-current assets {Refer nole 16)
426,17 140.18 123.67
4,036.42 554.08 956.54

* O of the balance the Company can utilise ¥ 13.73 million (Corresponding period ¥ 3.81 million/ Previous year ¥ 16.28 million) only lowards research and development

aclivities specified in the loan agreement.

** The Company can utiiize these balances only towards sellfement of the respective unpaid dividend.
*** 0wt of the balance, fixed deposits of ¥ 33.33 miflion (Corresponding period ¥ 31.63 million/ Previsus year  23.72 million) have bgen earmarked agamst bank guarantees

given by the Company

{This space Is intentionally left blank)
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Persistent Systems Limited

Notes forming part of condensed consolidated financial statements

20, Short term loans and advances

As at As at As at
June 30, 2014 June 30, 2013 March 31, 2044
In ¥ Million 151 ¥ Million In ¥ Million
Infer corporate deposit
Unsecured, considered good . - .
Unsecured, considered doubiful 27.43 37.43 27.43
27.43 37.43 27.43
Less: Provision for doubtful deposits 27.43 37.43 27.43
Other loans and advances (Unsecured, considered good)
- Deposils 4.58 6.08 4.89
- Advances recoverable in cash or kind of for value o be received 480.34 360,56 327.76
- MAT credit enlitlerment - 23.35 -
- VAT receivable (nel) 51.89 64,32 59.61
- Service lax receivable (net) 31,03 33.78 18,01
567.84 478,10 410.07
Other loans and advances {Unsecured, considered doubtiul}
Advances recoverable in cash or kind or for vaiue 1o be received 0.75 0.52 075
t ses” Provisinn for douhlfil advances 0.76 0.52 075
567.84 478.10 410,07
21, Other current assets
As at As at As at
June 30, 2014 June 39, 2013 March 31, 2014
in ¥ Million n ¥ Million In ¥ Miltion
Interest accrued but not due 96.45 2271 2741
Forward contracts receivable 271.71 . 220,95
Urbifled revenue 607.97 357.53 544.89
976,13 380.24 902,25

{This space is infenticnally lelt blank}
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Persistent Systems Limited

Notes forming part of condensed consolidated financial statements

22. Revenue from operations {net)

For the quarter ended

For the year ended

June 30, 2014 June 30, 2013 March 31, 2014
In T Million In ¥ Mitlion In T Million
Soflware services 4,241.34 3,5645.88 16,313.10
Scoftware licenses 108.53 27.00 378.43
4,349.87 3,572.88 16,691.53

23, Other income

For the quarter ended

For the year ended

June 30, 2014 June 30, 2013 March 31, 2014
tn ¥ Million in ¥ Miflion In ¥ Million
Interast income
On bank deposits 10.80 12.78 55.11
On others 17.42 3.58 36.38
Foreign exchange gain (net) 133.24 183.44 -
Profit on sale of fixed assets (net) 0.11 1.16 -
Dividend income from current investments 651.09 38.00 149.51
Profit on sale of current investments (net) 158.15 22.46 54.50
Excess provision in respec! of earlier period / years 4.99 - 222
written back
Provision for doubtful debts written back (net) 3217 - -
Provision for doubtful deposits written back {net) - 9.46 1.11
Miscellaneous income 5.16 1.67 11.35
270.13 272.55 310.18
24, Personnel expenses
For the quarter ended For the year ended
June 30, 2014 June 30, 2013 March 31, 2014
In T Million In ¥ Mitlion In ¥ Million
24.1 Employee benefit expenses
Salaries, wages and bonus 2,343.32 1,829.30 B,476.91
Contribution to provident and other funds 50.92 44,55 189,35
Gratuity expenses 36.99 36.70 44.97
Defined contribution to other funds 28.29 26.02 105.28
Staff welfare and benefils 69,53 64.46 273.16
2,530.05 2,001.03 9,089.68
24.2 Cost of technical professionals 240.07 200.43 905.77
2,77012 2,201.46 9,595.45

1)
PUNE
Firm No. ©
entidizow

(This space is intentionally left blank)
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Persistent Systems Limited
Notes forming part of condensed consolidated financial statements

25. Other expenses

For the quarter ended For the year ended
June 30, 2014 June 30, 2013 March 31, 2014
In T Million In ¥ Mitlion In € Million
Travelling and conveyance 229,10 171.75 B58.37
Electricity expenses (net) 24.34 23.85 BG.37
Internet link expenses 13.81 13.78 50.43
Communication expenses 17.92 13.03 51.10
Recruitment expenses 11.96 10.70 37.78
Training and seminars 4,47 3.45 20,93
Royally expenses 38.06 46.77 217.20
Purchase of software licenses and support expenses 111.03 113.82 477.54
Bad debts 8.98 38,83 46,27
Provision for doubtful receivables (net) - - 28,37
Rent 34.7 31.06 137.0%
Insurance 6,17 5.85 2233
Rates and taxes 7.84 10.78 30.43
Legal and professional fees 46.53 36,42 190.28
Repairs and maintenance
- Plant and Machinery 18.83 17.7% 68.08
- Buildings 4.76 4.61 2191
- Others 3.67 3.65 15.85
Commission on sales i.82 - 6.68
Advertisement and sponsorship fees 11.77 8.83 44,34
Computer consiimables 3.88 2.38 11.98
Auditors' remuneration 2.04 1.6% B.60
Bonations 15.14 2,88 29.50
Books, memberships, subscriptions 5.00 2,21 13.85
Loss on sale of fixed assets (nef) - - 3,32
Foreign exchange loss (net) - - 149.31
Directors’ sitting fees 0.18 0.25 0.64
Directors’ commission 1.97 270 8.26
Provision for doubtiul deposits 0.20 10,00 -
Provision for doubtful advances - 0.21 0.45
Intercorporate deposits written off - - 3.90
Provisicn for diminution in value of non current investments - 0.05 0.05
Miscetaneous expenses 43.66 26.76 111.83
667.94 603.95 2,563.17

(This space is intentionally lefl blank)
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Persistent Systems Limited

Notes forming part of condensed consolidated financial statements

26, Earnings per share

For the gquarter ended For the year ended
June 30, 2014 June 30, 2043 March 31, 2014
Numerator for Basic and Diluted EPS
Net Profit afler tax {In ¥ Millicn) (A) 688,04 570,95 249277
Denominator for Basic EPS
Weighted average number of equity shares (B) 39,253,647 38,735,420 38,806,380
Denominator for Dijuted EPS
Number of equity shares ) 40,000,000 40,000,000 40,009,000
Basic Farnings per share of face value of ¥ 10 each (in ) {AIB) 17.53 14.74 64.07
Diluted Earnings per share of face value of ¥ 10 each (in ) (AJC) 17.20 14.27 62,32
For the quarter ended For the year ended
_ June 30, 2014 June 30, 2013 March 31, 2014
Number of shares considered as basic weighted average shares 39,253,647 38,735,420 38,906,380
outstanding
Add: Effect of dilutive issues of stock options 746,353 1,264,580 1,083,620
Number of shares considered as weighted average shares 40,000,000 40,000,000 40,000,000

and potential shares outstanding

(This space is infentionally left blank)
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Persistent Systems Limited
Notes forming part of condensed consolidated financiaf statements

27. Segment Information
The Group's operalions predominantly relale fo providing software products, services and technolegy innovation covering full life cycie of product to ils customers. The
primary reperting segments are identified based on review of markel and business dynamics based on risk and relurns affected by the type or class of customers for the

services provided which are as follows:

a. Infrastruciure and Syslems
b. Telecom and Wireless

c. Life science and Heallthcare
d, Financial Services

The secondary segment reporling has been presented based on geographical location of customers.

{in ¥ Million )

Particulars infrastructure Telecom and | Life Science and Flnanctal Total

and Systems Wireless Healthcare Services

LRevenue Quarter encded Jun-30-2014 237165 805.85 571.71 GD0.GG 4,340,87
Quarter ended Jun-30-2013 247041 73875 363.72 - 3457288
Yeat ended Mar-31-2014 11,640.28 2,669.98 2,081.27 - 16,691.63
{identifiable expenses Quarer ended Jun-30-2014 1,312.03 466,59 276.46 458.38 2,514.37
Quarter ended Jun-30-2013 1,476.30 328.65 185.51 - 1,980.46
Year ended Mar-31-2014 £,405.78 1,332.62 995,64 - 873434
Segmental result Quarler ended Jun-3D-2014 1,058,712 339.26 295.25 142,27 1.835.50
Quarter caded Jun-30.2043 04,11 410.40 17/ 21 - 1.6R2 42
Year ended Mar-31-2014 5,234.50 1,637,236 1,085.33 - 7.957.19
Unallocable expenses Quarter ended Jun-30-2014 1,151.48
Quarter ended Jun-30-2013 1,051.85
Year ended Mar-31-2014 4,840.76
Operaling incame Quarter ended Jun-30-2014 BB4.02
Quarter ended Jun-30-2013 530.57
Year ended Mar-31-2014 3116.43
Other income (net of expenses)  |Quarler ended Jun-30-2014 27013
Quarler ended Jun-30-2(13 272.55
Year ended Mar-31-2014 31016
|Profit before taxes Quarter ended Jun-30-2014 954,15
Quarler ended Jun-30-2013 803.12
Year ended Mar-31-2014 3,426.59
Tax expense CQuarter ended Jun-30-2014 266,11
Qusarler ended Jun-30-2813 232,17
Year ended Mar-31-2014 933,82
Profit after tax Quarter ended Jun-30-2014 GB88.04
Quarer ended Jun-30-2013 570.05
Year ended Mar-31-2014 248277

(This space is intentionally left blank)
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Persistent Systems Limited

Notes forming part of condensed consclidated financial statements

27. Segment information

{in T Million )
Particulars Infrastructure Telecom and | Life Science and Finasncial Totat
and Systemns Wireless Healthcare Services
Segmental trade receivables As al Jun-30-2014 1,878.56 772.58 363,46 291.65 3,306,25
As at Jun-30-2013 1,884.17 628.38 334.6% - 2,847.24
As at Mar-31-2014 2,205,26 471.32 351.59 - 3,026.17
Unallocaled assets As al Jun-30-2014 12,858.31
As al Jun-30-2013 10,578.06
As at Mar-31-2014 12,405.67
Geographical Segments
The following table shows the distribulion of the Group's consolidated sales by geographicat markel regardless of from where the services were rendered
{In T Million }
Particulars North America Europe Rest of the Total
Workd
Revenue Quarter ended Jun-30-2014 3,736.43 280.88 332.56 4,349.87
Quarar ended Jun-30-2013 3.128.3 i72.07 272.60 3,572,808
Year ended Mar-31-2014 14,200.94 892.63 1,597.86 16,691.53
Segmental frade receivables As at Jun-30-2014 2.566,22 252.86 487.17 3,306.25
Az al Jun-30.2013 2,447.69 143.05 256.50 2.047.24
As al Mar-31-2014 2,467.00 232.29 328.88 3,028.17

(This space is intentionally left biank)
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Persistent Systems Limited

Notes forming part of condensed consolidated financial statements

28.

29,

3o.

/“E""

Contingent liabilities

The Group does hot have any contingent liability as on June 30, 2014 (Corresponding period/ Previous year T Nil)

{1} During the previous year, a US based corporation had filed a suit against a step down subsidiary of the Company,
claiming damages for direct and coniributory infringement of copyrights and breach of contract. The Company is of
the opinion that these claims are without merit and intends to defend the claims vigorously.

On February 10, 2014, the Company, through its wholly owned subsidiary Persistent Systems Inc., acquired the entire
equity capital of US based CloudSquads Inc,, for an upfront consideration of USD 0.56 milfion. The stock purchase
agreement provides for additional consideration, contingent upon certain conditions being met in future years. The
additional contingent consideration payable 1o the selling shareholders is subject to a maximum amount of USD 2.93
miflion. The contingent consideration would be recorded, as and when the contingency is resolved and the

consideration is payable,

a) The ESOP schemes of Persistent Systems Limited ("the Company”) are administered through the ESOP Trust.
As per the provisions of the Trust Deed, the Trust is constituted as an irrevocable trust and in no event the funds
of the Trust shall revert to the Company. The Company has obtained a legal opinion which states that the
Company has no right to the assets of the Trust. In view of this position, the Company has not consolidated the

financial statements of the ESOP Trust in the standalone financial statements of the Company.

b) The Company had adjusted the difference between the cost incurred by the Trust for the purpose of purchase of
shares and the exercise price of those shares which have been exercised by the employee during the earlier
pericds/years to General Reserve, in accordance with Guidance Note on accounting for Employee share based
payment, issued by the Institute of Chartered Accountants of india. However in view of the legat opinion referred
to in a) above, oh March 31, 2014 the Company has reversed the amount of ¥ 92.85 million, initially transferred to

General Reserve.
c) The financial statements of the Trust have been presented befow:

Balance Sheet

{In ¥ million)

Corpus fund and liabilities

As at
June 30, 2014

As at
March 31, 2014

Corpus Fund 0.60 0.60
(A) 0.60 0.60

Income and Expenditure Account
Balance as per last financial Statement 270,48 195.38
Add: Excess of Income over expenditure for the year 17.91 75,10
{B) 288.39 270.48

Current Liabilities and Provisions
Due to ESOP Holders 1.1 0.11
Provision for Taxation B.73 6.73
(C) 7.84 6.84
(AH(B+(C ) 296.83 277.92
(In T million)

Assets

As at
June 30, 2014

As at
March 31, 2014

Current invesimenis

Investments in Shares of Persistent Systems Limited 61.53 65.51
2,661,985 shares of T 10 each {Previous year 2,834,277 shares of T
10 each}
Investment in Mutual Funds 225.57 203.67
(A} 287.10 269.18
Cash and Bank Balances
Balance with Banks
- on Savings account 1.15 0.16
- onh Deposit account - -
(B) 0.16
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Persistent Systems Limited

Notes forming part of condensed consolidated financial statements

{In T million})

Assets

As at
June 30, 2014

As at
March 31, 2014

Other Current Assets

Accrued Interest on Fixed Deposits

Advance Income Tax 8.58 8.58
{C) 8.58 8.58

(A)+HBI+C ) 296.83 277.92

Income and Expenditure Account {In ¥ million)

For the quarter

For the year

Income ended June 30, 2014 ended March 31,
2014
Dividend on Shares - 32.79
Dividend on Mutual Funds - 0.51
Profit on sale/ redemption of investments 17.92 41.98
Bank Interest - 2.67
Total Income 17.92 77.95
{In ¥ million)

Expenditure

For the quarter
ended June 30, 2014

For the year
ended March 31,

2014
Bank Charges 0.01 0.05
Income Tax - 2,80
Total Expenditure 0.01 2.85
Excess of Income over expenditure 17.91 75.10

31, Corresponding period's/ previous year's figures have been regrouped where necessary to conform to current pericd’s

classification.
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