Persistent Systems Limited
CONDENSED CONSOLIDATED BALANCE SHEET AS AT DECEMBER 31, 2014

Notes As at As at As at
December 3%, 2014 December 31, 2013 March 31, 2014
" in ¥ Miltion In T Million In T Million
EQUITY AND LIABILITIES
Shareholders’ funds
Share capital 5 400.00 480.00 400.00
Reserves and surplus 6 13,397.63 11,167.58 11,823.44
13,717.63 $1,667.58 12,223.44
Non- current llabitities
Defemred lax liabiities (net) i5 3.15 - 0.65
Long-term homowings 7 41.51 23.35 .87
Other long lerm liabililies B 1.40 309.69 300.59
L.ong-term provisions 4 143.79 87.00 93,23
160.25 420.04 426.34
Current liabilities
Shori-term borrowings 10 232,84 - -
Trade payables 11 619.11 308,50 433.73
hher cwrent liabilties 11 1,235.60 1,320.35 1,140,114
Shor-term provisions 12 1.605,13 1,393.06 1.216.87
3,783.68 3,111.91 2,784.71
TOTAL 17,661.56 15,099.53 15,434.49
ASSETS
Non-current assets
Gooedwill on consslidation 2416 - 22.94
Fixed assels
Tangible assets 13.1 2,991.68 2.823.03 2,785.30
Intangible assets 13.2 1,050,45 1,394.52 1,268.05
Capital work-in-progress 144.44 287.44 307.40
4,186,57 4,504.99 4364756
Mon-current investments 14 1,642,156 411,93 823.23
Defered tax assets {net} 15 278.16 251.06 260.77
Long term lvans and advances 16 102.47 201.38 131.97
Other nen-current assets 17 13.46 £50.45 459.44
6,246,97 6,019.81 6,066.10
Current assets
Cuirent investments i8 4,998.77 3,064.82 4,071.36
Trade receivables i9 3,702.34 3,357.41 3,028,117
Cash and bank balances 20 1,611.07 922.28 956,54
Short term joans and advances 21 406.02 308.34 410.07
Other current assets 22 795,39 526.87 902.25
11,414.59 9,079.72% 9,368.39
TOTAL 17,661.56 15,099.52 15,434.49
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Persistent Systems Limited

CONDENSED CONSOLIDATED STATEMENT OF PROFIT AND LOSS FOR THE QUARTER AND NINE MONTHS ENDED DECEMBER 31, 2014

Nates For the quarter ended Forthe nine months ended For the year ended
o] ber 34,2044 D ber 31, 2013  December 31, 2014 December 31, 2013 March 31, 2014
In T Million In T Militon In T Million in T Million In T Million
Income -
Revenue from operations {net) 23 4,946.38 4,327.67 13,937.89 1222416 15,691.63
Other income 24 24744 84.08 754.87 234.07 310.16
Teotal revenue (A) 5,193.82 4,431.65 14,692.86 12,458.23 17,001.69
Expenses
Employee benefit expenses 251 2,.803.44 2,341.63 8,165.54 6,663.04 9,085.68
Cosl of lechnical professionals 252 301.47 27L08 795.93 &77.24 805.77
Other expenses 26 146,13 T20.58 2,075.47 1,852.56 255347
Finance cosls 2.65 0.16 3.08 0.38 .53
Deprecialion and amorlizalion expense 133 246.48 Z62.02 711.27 76169 1,026.95
Total expenses {B} 4,200.17 3,546.38 11,761.29 9,954.91 13,576.10
Profit before tax (A - B} 983.65 865.27 2,941.57 2,503.32 3,426.59
Tax expense
Currenl Lax 275.42 230,86 821.50 745.55 1,000.49
Tax credit in respecl of earlier year (37.34) (0,02} (57.64) {13.37) {13.28)
Deferred tax charge / {credit} (8.75) (18.56) {8.10} {49.64) {62.20}
Total tax expense 249.03 223,29 785.76 662.54 533.82
Net profit for the periad { year 744,62 641.98 214581 4,820.78 2,492,771
Earnings per equity share 27
[Neminal value of share ¥10 {Cerresponding period! previous
year: T10Jf
Basic (in T) 18.86 16.48 54.50 46.88 £4.07
Diluted {In %) 18.62 16.05 53.65 45.52 62.37
Summary of signilicant accounting polictes 4
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Persistent Systems Limited

CONSOLIDATED CASH FLOW STATEMENT FOR THE NINE MONTHS ENDED DECEMBER 31, 2014

For the nine months ended
Decemher 31, 2013

December 31, 2014

For the year ended
March 34, 2014

tn ¥ Million in ¥ Miltion In € Million
Cash flow fram operating actlvities
Profit before tax 2,841.57 2,503.32 3,426.59
Adjustiments for:
Inlerest income (84.09) (62.00} (91.47)
Finance cost 3.08 0.38 0.53
Dividend income (168.14) (105.84} (149.51)
Depreciation and amorlization expense 711.27 761.69 1,026,95
Unrealised exchange (gain)f loss (net) (48.05) 22.52 5B.13
Change in foreign currency translation reserve (12.710) (38.93) 34.01)
Exchange {gain)/ foss on derivative contracts 19.77) 120.85 19.59
Exchange {gain) / {oss on translatian of foreign
currency cash and cash equivalents {8.61) 4.03 18,93
Bad debts 5407 43.77 48.27
Provision for doubtiul receivables (net) - 2580 2837
Provision for doubiful receivables writien back {net) (24.85) - -
Employee stock compensafion expenses 3.7 - -
Provision for doubiful deposits 2.i8 2.82 -
Provision for dousbiful deposits written back - - {(i.11)
Provision for doubiful advances - 0.45 045
Provision for diminition in value of nen cument investments - 0.05 0.05
Intercomparate deposils written off - - 3,90
Excess grovision in respect of earlier perod/ years written back (5.35} (2.18) (2.22)
Profit on sale of investmenis (net) (54.34} (54.47) (54.50)
Profil en sale of fixed assels {het) (2.40} (1.96} 3.32
Qperating profit before working capital changes 3,314,558 3,220.10 4,299,26
Movements in working capital :
{Increase) in frade receivables (648.46) (997 60} (6689.20)
(Increase) in ether current assels (6.28) (204.60) (343.84)
(Increase)/ Decrease in loans and advances (8.15) 16.62 (111.85)
Increase in trade payables and current lizbililies 319,79 513.23 501.32
Increase in provisions 210.43 6247 128.40
Operating profit after working capital changes 3,181.60 2,608.92 3,785.09
Direct taxes paid (het of refunds) {762.03) {621.81) (976.85)
Net cash generated from operating activities (A 2,419.57 $,987.31 2,808,24
Cash flows from investing activities
Payment towards capital expenditure (841.69) (463.45) (681.27)
Proceeds from sale of fixed assets 247 2.35 2,66
Acquisition of subsidiary net of cash of T 2.5¢ millien - - {31.70)
Purchase of non-current investments (6.00) (238,24) (650.54)
Investments in mulual funds (10,350.11) (8,967.91) (12,451.96)
Applicalion money paid for govemment securities - {200.00) -
Proceeds from sale ! maturity of current investments B.664.95 8,170.654 11,691.27
Investments in bank deposits having original maturity ever three monihs (13.18) {2.22) (23.54)
Maiusity of bank deposits having original malurity over three months 106,00 11.67 41.74
Inler corporate deposits placed - - -
Inter corporale deposits refunded 0.10 4.41 7.33
interest received 42.06 15,71 28.05
Dividends received 168.14 107.09 149,51
Net cash {used in) investing activities (B) (2,233.26) {1,561.05) {1,958.45)
Cash flows from financing activities
Proceeds from long term horrowings $3.02 2.5 17.67
Proceeds from short term borrowings 233.84 - -
interest paid (2.34} - -
Dividends paid {160.27} (120.0%) (438.76)
Tax on dividend paid (27.19} (20.39) (74.78)
Net cash {used in} financing activities (C) 57.06 (131.25) {496.B7)
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Persistent Systems Limited

CONSOLIDATED CASH FEOW STATEMENT FOR THE NINE MONTHS ENDED DECEMBER 31, 2014

For the nine months ended For the year ended
December 31, 2014 December 31, 2043 March 31, 2044
in ¥ Mitlion In T Million In € atillion
Net increase in cash and cash equivalents (A + B + C) 243.37 295.01 352,92
Cash and cash equivalenis at the beginning of the year 832,87 498.88 498.88
Effect of exchange difference on translation of foreign
currency cash and cash equivalents 8.61 {4.03) (1B.93)
Cash and cash equivalents at the end of the period! year 1,084.85 788.86 832.87
Components of cash and cash equivalents
Cash on hand .16 0.16 0,14
Balances with banks
On current aceounts # 847.33 385.98 413.32
On saving accounts 0.08 0.07 0.01
On Exchange Eamer's Forgigr Currency accounls 236.71 403.06 358.56
On unpaid dividend accounls® 0.57 0.5¢ 0.84
Cash and cash equivalents as per note 20 1,084.85 789.86 832.87

# Out of the balance the Company can utiise ¥ 23.56 million (Corresponding period ¥ 18,04 million/ previous year ¥ 16.28 million) ordy lowards research and
development activilies specified in the loan agreement.

* The Company can ulilize these balances only lowards seltlernen of the respective unpaid dividend.

Summary of significant accounling policies - Refer note 4
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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, 1956 (the "Act”). The shares of the Corpany are listed on Bombay Stock Exchange
and National Stock Exchange. The Company is a global company specializing in softw are products, services and
technology innovation. The Corpany offers complete product life cycle services.

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

Persistent Systers Pte Ltd. (PS Pte)) based in Singapore, a wholly ow ned subsidiary of PSL, is engaged in software
development, professional and marketing services.

Fersistent Systems France SAS (PSFS) based in France, a wholly owned subsidiary of PSL, is engaged in softw are
products, services and technology innovation in the life sciences domain.

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

Persistent Systerms Malaysia Sdn. Bhd. (PSM) based in Malaysia, a wholly ow ned subsidiary of Persistent Systems
Limited, is engaged in softw are products and services.

CloudSquads, Inc. (CSl) based in the USA, a wholly owned subsidiary of PSl, is an innovative 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 guarter and nine months ended Decerber 31, 2014 have been
prepared in accordance with Accounting Standard 25- ‘Interim Financial Reperting' notified by Companies (Accounting
Standards) Rules, (as amended) 20086.

The condensed financial statements of the Group are prepared in accordance with generally accepted accounting
principles in India (Ihdian GAAP) to comply in all material respects with the Accounting Standard notified under the
Conmpanies (Accounting Standards) Rules, 2006, (as amended) and the relevant provisions of the Companies Act,
2013 (fo the extent notfied). These condensed financial statements are prepared on an accrual basis and under the
histarical 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 and are consistent with those used in
previous period/ year,

Principles of consolidation

The condensed consolidated financial statements for the quarter and nine months ended Decenmber 31, 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} on ‘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 Conpany for its separate financial staternents.

The financial statements of the Company and its subsidiary companies have been combined on fine by line basis by
adding together the book values of like items of assets and liabiliies, income and expenses after eliminating intra group
balances and intra group transactions except w here cost cannot be recovered. The unrealized profits or losses resulting
fromthe intra group transactions and balances have been eliminated.

The consolidated financial statements include the share of profit / loss of associate companies, w hich are accounted for
under the 'Bquity 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 asscciate is an enferprise in which the investor has
significant influence and w hich 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 w hich investment in the subsidiary is made, is described as goodw ill 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 cost of investment in the subsidiary is treated as capital reserve in the consolidated financial statements.
Goodw ill arising on consolidation is not amortized. It is tested for impairment on a pericdic basis and written off if found
impaired.

The consolidated financial statements are prepared using uniform accounting policies for like transactions and other
events in similar circumstances and n"e,cesisar adiustments required for devuats{)ns if any, are made in the consohdated
fmanmai ‘staterrents. The consohd}ateﬁﬁmaﬁ\na
urfconsohdated financial statementg /
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Persistent Systems Limited
Notesforming part of condensed consolidated financial statements

(@)

(b)

(c)

The financial statements of the subsidiary companies used in the consolidation are drawn up to the same reporting date
as of the Cormpany.

The subsidiary companies considered in consolidated financial statements are as follow s:

Name of the subsidiary Ownership percentage as at Country of
Docember 31, | December 37, ] March 31,2074 | ncorperation
2014 2013

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 Solations Inc. 100%
{w holly ow hed subsidiary of 100% _ 100% USA
Persistent Systems Inc.)
Ec;rjnstent Systems Malaysia Sdn. 100% 100% 100% Malaysia
CloudSquads, Inc. (w holly ow ned
subsidiary of Persistent Systems 100% - 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 assurrptions that affect the reported amounts of revenue, expenses, assets and liabilities and
disclosure of contingent liabilties at the end of reporting period. Although these estimates are based on the
ranagement's best know ledge of current events and actions, uncertainty about these assurrptions and estimates could
result in the outcomes requiring a material adjustment to the carrying amounts of assets or liabilties in fulure periods.

Tangible fixed assets

Tangible fixed assets are stated at cost, fess accumulated depreciation and accumulated impairment losses, if any. The
cost comprises the purchase price and directly attributable costs of bringing the asset to its w orking condition for its
intended use. Any trade discounts and rebates are deducted in arriving at the purchase price. Capital w ork-in-progress
includes cost of fixed assets that are not ready to be put fo use.

Subseguent expenditure related to an item of fixed asset is added to its book value only if i 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 paris, are charged (o the
statement of profit and loss for the reporting period during w hich such expenses are incurred.

Gains of losses arising from disposal of fixed assets are measured as the difference betw een the net disposal proceeds
and the carrying amount of the asset and are recognized in the staterment of profit and loss w hen the asset is disposed.

Intangible assets
(i} Acquired intangible assets

Intangible assets including software 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 conprises the purchase price and any
directly attributable cost of bringing the asset to its w orking condition for its intended use.

Gains or losses arising from disposal of an intangible asset are measured as the difference betw een the net dlisposal
proceeds and the carrying amount of the asset and are recognized in the statement of profit and loss w hen the asset is
disposed.

(This space is infentionally 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 éxpensed as incurred. Development expenditure incurred on an individual project is recognized as
an intangihle asset w hen the Group can demonstrate:

- technical feasibility of conpleting 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 future economic benefits;

- the availabilty 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 infangible asset during development.

Such development expenditure, until capitalization, is reflected as intangible assets under development.
Following the initial recognition, internaly generated intangible assets are carried at cost lkss accumulated

amortization and accumulated impairment losses, if any. Amortization of internally generated intangible asset begins
w hen the development is complete and the asset is available for use.

Depreciation and am ortization

Depreciation on tangble fixed assets is provided using the Straight Line Method (‘SLM) over 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
Bulldings b years

Computers 3 years
Conmputers - Servers and netw orks™ 3 years
Office equipments Syears
Plant and eguipment* 5 years
Plant and equipment (Windmil)* 20 years
Furniture and fixtures* Syears
Vehicles* 5 years

*For these classes of assets, based on internal assessment and independent fechnical evaluation carried out by
external valuers the management believes that the useful lives as given above best represent the period over w hich the
management expects to use these assefs. Hence the useful lives of these assets are different from the useful lives as
prescribed under Part C of Schedule Il of the Companies Act 2013.

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

Leasehold land s amortized on straight line basis over the period of the lease which is 95 years. Leasehold
improvements are amortized over the period of lease or useful life, w hichever is low er.

intangible assets are amortized on a straight line basis over their estimated useful lives commencing from the day the
assetis 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 internalfexternal 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 impairrent loss is recognized wherever the carrying amount of an asset exceeds its recoverable amount. The
recoverable amount is the greater of the asset's net seling 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.

Borrow ing costs directly attributable to the acquisition construction or developrment of an asset that necessarily takes a
substantial period of time to get ready for rts Huse or sale are capitalized as part of the cost of the respective
asse!wA other borrow ing costs are expensed i ihe‘ & they occur.

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

(@)

(h)

i

Leases
Where the Group is a lessee

Leases, w here the lessor effectively retains substantially all the risks and benefits of ow nership of the leased item, are
classified as operating leases.

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

Investments

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

On initial recognition, all investments are measured at cost. The cost comprises purchase price and directly attributable
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. How ever, provision
for diminution in value is made to recognize a decling, 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 profit and loss.

Revenue recognition

Revenue is recoghized to the extent it is probable that the econoric benefits will flow to the Group and the revenue can
be reliably measured. The follow ing specific recognition criteria must also be met before revenue is recognized:

() Income from software services

Revenue from time 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 fromroyaly is recognized in accordance with the terms of the relevant agreements,
Revenue frommaintenance contracts is recognized on a pro-rata basis over the period of the contract.
Revenue fromlicensing of softw are 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 w hich biling has not taken place.

Unearned revenue represents the biling in respect of contracts for w hich 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 flow ing to the Group. Hence, they are excluded from revenue.

(i) 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 foss.

(iii) Dividend

Dividend income is recognized w hen the Group’s right to receive dividend is established by the reporting date. Dividend
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
Notesforming part of condensed consolidated financial statements

0

Foreign currency translation

(i) Foreign currency transactions and balances

Initial recognition

Foreign cuirency transactions are recorded in the respective reporting currencies of the entities in the Group, by
applying to the foreign currency amount the exchange rate betw een 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
terms, 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-monetary iterms which are carried at fair value or other similar
valuation denominated in a foreign currency are reporied using the exchange rates at the date w hen the values were
determined.

Exchange differences

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

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

The premium or discount arising at the inception of forw ard exchange contracts is amortized and is recognized as an
expense/ income over the life of the contract. Exchange differences on such contracts are recognized in the statement
of profit and loss in the reporting period in w hich the exchange rates change. Any profit or loss arising on canceltation or
renew al of such forw ard exchange contract is also recognized as income or as expense for the reporting period.

Forward exchange contracts not intended for frading or speculation purposes, classified as derivative
financial instruments

The Group has adepted principles of AS-30-"Financial Instruments: Recognition and Measurement” issued by the
institute of Chartered Accountants of india (ICAl), to the extent that the adoption did not conflict with existing notified
accounting standards and other authoritative pronouncerents of the company law and other regulatory requiremenis,

As per the accounting principles laid dow n in AS-30 relating to cash flow hedges, derivative financial instruments w hich
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 forw ard contract receivable w hen the fair value is positive and
as forw ard contract payable w hen 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 w hen the forecasted transaction occurs or affects profit or loss
or w hen a hedged transaction is no longer expected to occur.

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

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

The assets and liabifities of a non-inlegral foreign operation are translated into the reporting 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 {ransiation
reserve. On disposal of a non-integral foreign operation, the accumulated foreign currency translation reserve refating
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 applicable to the revised

classification are applied fromthe date of the change in the classification.




Persistent Systems Limited
Notes forming part of condensed consolidated financial statements

(k) Retirement and other employee benefits

(1)

(it Provident fund

Provident fund is a defined contribution plan covering eligible employees. The Group and the eligible employees make a
monthly contribution to 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 o the statement of profit and loss for the period/ year w hen the contributions are due. The Group has
no obligation, other than the contribution payable to the provident fund.

(if} Gratuity

Gratuity is a defined benefit obligation plan operated by the Group for its ermployees covered under Group Gratuity
Scheme. The cost of providing benefit under gratuity plan is deterined 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 w hich they occur,

{iiiy 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 elfigible etrployees 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 expecied to be utiized within the next tw elve months, is treated as short-term enployee
benefit. The Group measures the expected cost of such absences as the additional amount that it expects to pay as a
result of the unused entitlement that has accumulated at the reporting date.

The Group freats accumulated leave expected to be carried forw ard 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 taken to the
statement of profit and loss and are not deferred.

The Group presents the entire feave encashment liabiity as a current liabilty in the balance sheet, since it does not
have an unconditional right to defer its settfement for tw elve months after the reporting date.

(v} Longservice awards

l.ong service aw ards 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 ful in the statement of profit and loss
in the reporting period in w hich they occur.

Income taxes

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

Deferred income taxes reflect the impact of timing differences between taxable income and accounting income
originating during the current reporting period and reversal of timing differences of earlier reporting periods. Defetred tax
is measured based on the tax rates and the tax law s enacted or substantively enacted at the reporting date.

Deferred tax liabilties 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 available against which such
deferred tax assets can be realized. In situations where the Group has unabsorbed depreciation or carry forw ard tax
losses, all deferred tax assets are recognized only if there is virtual certainty supported by convincing evidence that they
can be realized against fufure taxable profits.

In the situations w here the Group is entitled to a tax holiday under the Income-tax Act, 1961 enacted in india or tax law s
prevailing in the respective tax jurisdictions w here 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 w hich reverse after the tax

. holiday perloq is recognized in the period/ year in which the timing differences originate. How ever, the Group restricts

deferred tax assets to the extent that it has become reasonably certain or virtually certain, as the case
Uffisient future taxable income-w: ili-be. available against w hich such deferred tax assets can be realized,
Ffaf
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Persistent Systems Limited
Notes forming part of condensed consolidated financial statements

(m)

(n)

At each reporting date, the Group re-assesses unrecognized deferred tax assets. t recognizes unrecognized deferred
tax assets to the exient that it has become reasonably certain or virtually certain, as the case may be that sufficient
future taxable income w il be available against w hich such deferred tax assets can be realized.

The carrying amount of deferred tax assets are review ed at each reporting date. The Group wiites-dow n the carrying
amount of a deferred tax asset to the extent that it is no longer reasanably certain or virtually certain, as the case may
be, that sufficient future taxable income will be available against w hich deferred tax asset can be realized. Any such
write-down is reversed to the extent that it becomes reasonably certain or vifually certain, as the case may be, that
sufficient future taxable income w ill be available.

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

Mnimum afternate tax (MAT) paid in a period/ year is charged to the statement of profit and loss as current fax. 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 w hich MAT credit is allow ed to be carried forw ard. 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 Mnimum Alternative Tax under the Income-tax Act, 1961, the said asset is created by
way of credil to the statement of profit and loss and shown as "MAT Credit Entitlement.” The Group review s the "MAT
credit entittment” asset at each reporting date and writes down the asset to the extent the Group does not have
convincing evidence that it will pay normal tax during the specified period.

Segment reporting
(i} Identification of segment

The Group's operations predominantly relate to providing software products, services and technelogy 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 on the areas in w hich the customers of the Company operate.

{(ii) Allocation of income and direct expenses

Income and direct expenses allocable to segiments are classified based on items that are individually identifiable to that
segment such as salaries and project related travel expenses. The remainder is considered as un-allocable expense
and is charged against the total income.

{(iii) Unallocated items

Unaflocated items include general corporate incorme and expense items which are not allocated to 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 betw een segments and the Group
is of the view that it is not practical to reasonably allocate these iters to individual segments and an ad-hoc allocation
w il not he meaningful.

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

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

Earnings per share (BPS)

Basic earnings per share are calculated by dividing the net profit for the period / year atiributable to equity shareholders
by the weighled average nurber of equity shares outstanding during the period / year, The w eighted average nunber of
equity shares outstanding during the reporting period is adjusted for events such as bonus issue, bonus element in a
rights issue, share spit, and reverse share spiit (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
w eighted average number of equity shares used in computing the basic earnings per share is reduced by the shares
held by PSP ESOP Management Trus/t/aﬁtgghie{;pgvlance sheet date, which were obtained by subscription to the shares
LA

f rorp.fjﬁéﬁce provided by the Group.
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Persistent Systems Limited
Notes forming part of condensed consolidated financial statements

(0)

{3)]

(q)

n

For the purpose of calculating dited earnings per share, the net profit for the period / year attributable to the equity
shareholders and the w éighted average number of equity shares outstanding during the petiod / 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 result of past event; it is probable that an
outflow of resources embodying economic benefits will be required to settle the obligation, in respect of w hich a reliable
estimate can be made. Provisions are not discounted to its present value and are determined based on the best
estimate required to sefile the obligation at the reporting date. These estimates are review ed at each balance sheet date
and adjusted to reflect the current best estimates.

Contingent Liabilities

A contingent liability is a possible obfigation that arises from past events whose existence will be confirmed by the
occurrence of non-occurrence of one or more unceriain future events beyond the control of the Group or a present
obligation that is not recognized because it is not probable that an outflow of resources will be required to settle the
obligation. A contingent fiability also arises in exiremely rare cases where there is a hability 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 staterment comprises of cash at bank, cash in hand and short term deposits
with an original maturity period of three months or less.

Employee stock compensation expenses

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

In accordance with the SEBI (Employee Stock Option Scheme and Enployee Stock Purchase Scheme) Guidelines,
1999 and the Guidance Note on Accounting for Bmployee Share-based Payments, the cost of equity-settled
transactions is measured using the intrinsic value method and recognized as employee compensation cost over the
vesting pericd. The cumulative expense recognized for equity-settled transactions at each reporting date untif 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 recoghized in the staterment of profit and loss for a reporting period / year represents the
movement in curmulative expense recognized as at the beginning and end of that reporting period and is recognized in
employee benefits expense. In case of the employee stock option schemes having 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 terime of an equity-settled transaction aw ard are modified, the minimum expense recognized is the expense
as if the terms had not been madified, if the original terms of the aw ard are met. An additional expense is recognized for
any modification that increases the total intrinsic value of the share-based payment transaction, or is otherwise
beneficial to the enployee as measured at the date of modification.

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

5.  Share capitai

As at As at As at
December 31, 2014 December 31,2013 March 31, 2014
In ¥ Miilion In ¥ Million in ¥ Million

Authorized shares (No. in million)
112 {Corresponding period/ Previous year: 1,120.00 1,120.00 1,120.00
112) 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 {Corresponding period/ Previous year: 40) 400.00 400,00 400.00
equity shares of ¥ 10 each
Issued, subscribed and fully paid-up share 400.00 400.00 400.00
capital

a) Reconciliation of the shares outstanding at the beginning and at the end of the reporting period
There is no movement in the shares outstanding at the beginning and at the end of the reporting period.
b} Terms /rights attached to equity shares

The Company has only one class of equity shares having a par value of T10 per share. Each holder of equity shares is
entitled to one vote per share. The Conpany declares and pays dividends in Indian rupees. The dividend proposed by
the Board of Directors is subject to the approval of the shareholders in the ensuing Annual General Meeting.

During the period ended December 31, 2014, the amount of per share interim dividend recognized as distributions to
equily shareholders is T 10 (December 31, 2013: ¥ 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 Equidation of the Company, the holders of equity shares will be entitled to receive remaining assets of the
Company, after distribution of all preferential amounts. The distribution will be in propaortion to the number of equity
shares held by the shareholders.

¢) Details of shareholders holding more than §% shares in the Company

Name of the As at December 37, 2014 As at December 31, 2013 As at March 31, 2014
shareholder* No. in million % Holding No. in million % Holding No. inmillion % Hoiding
Dr. Anand Deshpande 11.46 28.65 11.46 28.65 11.46 28.65

jointly withMrs, Sonali
Anand Deshpande

Mr. Suresh Deshpande 4.08 10.19 4.09 10.24 4.09 10.24
jointly w ith Mrs. Sulabha
Suresh Deshpande

PSPL ESOP 2.45 6.12 3.00 7.50 2.83 7.09
Management Trust

Saif Advisors Mauritius 213 5.33 213 5.33 213 5.33
Limited

* The shareholding information is based on legal ow nership of shares and has been extracted from the records of the
Corrpany including register of shareholders / members.

(This space is infentionally 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
Degenber 31, 2014 December 31, 2013 March 31, 2014
in T Million In T Miilion In ¥ Million
A, Securitles premium account
Balance as per fhe last financial statements 1,736.70 1,736.70 4,735.70
1,736.70 1,736.70 4,736.70
B. Employees share oplions outstanding account
Balance as per ihe lasl financial statements 26.96 3048 30.48
Add : Addilions during the period / year 31T -
Less: Transfered to general reserve {2.57) {1.70) {3.52)
$6.10 28.78 26.96
C. General reserve
Balance &5 per the last financial stalements 4,522.38 361742 3617.42
Add: Translerred from lhe stalemend of profit and loss - - 994,30
Add: Adjustments towards PSPL ESOP Managemeni Trusl and employzes 2,58 4.85 3.52
slack oplions
Less: Adjusiments towards PSPL ESOP Management Trust {Refer nete 31 1) - . {92.85)
4.524.87 3.622.27 4,522.39
B. Foreign currency translaiion reserve
Bzlance as per the fast financial stalemenls 137.50 61.92 61.92
Add: Exchange difference during the period / year on netinvestmeni in non- 3010 99.38 75.58
integral foreign operalion
H7.60 161,30 137.50
E. Hedge reserve
Zalance as per the fast financial sialemenis 21473 871.76 87.76
Addition / (deduction) dunng Lhe year (231.56) (163.20) §26.97
(16,83} {76.14) 214.73
F. Surplus in the statement of profit and loss
Balance as per the last financial slatements 5,185.16 424827 4.748.27
Nel profit for {he reporing period! year 2,145.81 1.820.78 248277
Less: Appropriations
Interim divideng (400.00) (320.00) (320.00)
Proposed fingl divideng - - (160.00}
Tax on dividend {81.88) {54.38) (81.58)
Transferred 1o general resenve - - {984.30)
£,849.09 5,694.67 5,185.16
13,317.63 11,167.58 11,823.44
7. Long-term borrowings
As at As at As at
Becember 31, 2014  BPecember 31, 2013 March 3%, 2014
In T Miflion In-T Million En ¥ Million
Tarm loans (Lnsecured)
Indian rupee Joan from others 44,88 23.35 31.87
44.89 23.35 3ie7
{ess: Curren malurity of fong lerm borrowings transferred to other current (2.98) - -
liakifilies {Refer note 11).
41.91 2338 3187

The term {oans frem Govemnment departments bave the following terms snd conditions:

Loar 1- amounling to ¥ 15.06 milien {Correspanding period ¥ 6.54 million / previous year ¥ 15.06 million) with interest payable @ 2% per annum
guaraniead by a bank guarantee by the Company and repayable in ten equal semi annual installments aver a petiod of five years commencing from

March 2016.

Loan It - amounting 1o 2 29.83 million (Cotresponding period! provious year ¥ 16.84 million) with lnlerest payable @ 3% per anpum repayable in ten
equat annual instaliments over a period of len years commenrcing from September 2015,

8. Other long term liakilities

As at As at As at

December 31, 2014  December 31, 2013 March 34, 2014

In ¥ Millleh In T Million tn T Million.

Capita creditors - 368.95 209.70

Inlerest accrued but not due on ferm loans 1.63 0.74 0.89

Less: Current malurity of inleresl accrued bul nol due on lerm fogn transfermed

to other cument fiabilities (Refer note 11). {0.23) - -

1.40 0.74 089

1.40 309,69 30059

CHERTEREZD
ACCOUNTANTS
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Persistent Systems Limited

Notes forming part of condensed consolidated financial statements

9. Long term provisions

As at As at As at
December 31, 2014  December 31, 2013 March 31, 2014
In ¥ Mitlion In ¥ Million In ¥ Million
Provision for employee benefits
- Long service awards 113.78 87.00 93.23
113.79 87.00 93.23
10. Short-term borrowings
As at As at As at
December 31, 2014 December 31, 2013 March 34, 2014
it € Million 1n ¥ Miltion In ¥ Million
Loan from banks {unsecured) 233.84 B -
233.84 ~ -
11. Trade payahles and other current fiabilities
As at As at As at
December 31, 2014  Pecember 31, 2013 March 31, 2014
In ¥ Million in T Million In T Million
Trade payables 618.11 398.50 433.73
619.11 398.5¢ 433.73
Other current liabllities
Unearned revenue 614.08 587.58 526.39
Unpaid dividend * 0.57 0.59 0.84
Current maturity of long term borrowings (Refer note 7) 2,98 - -
Current maturity of interest on long ferm borrowings (Refer note 8) 0.23 - -
Advance from customers 15.51 6.28 $1.51
Forward contracts payable - i62.18 -
Capital creditors 335.41 361.27 377.80
Other payables
- Statutory liabilities 121.06 99.54 101.89
- Accrued employee liabilities 137.88 99,83 118.60
- Other liabilities £.98 2,08 3.08
1,235.60 1,320.35 1,140.11
* Unpaid dividend is credited to Investor Education and Profection Fund as and when due.
12. Short-term provisions
As at As at As at
December 31, 2014 December 31, 2013 March 31, 2014
In ¥ Million tn T Mitlion in ¥ Mitlion
Provision for employee benefits
- Gratuity 163,08 17.49 48.21
- Leave gncashment 362,20 246,32 287.52
- Long service awards 12,32 5.73 11.02
- Other employee benefils 674.75 642.44 658.93
Others
« Income tax (Net of advance tex} B §5.70 -
- Proposed dividend 400.00 320.00 160.00
- Tax on propesed dividend 51,68 54.38 27,18
1,695.13 1,393.06 1,210.87
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Persistent Systems Limited

Notes forming part of condensed consolldated financial statements

13.2 Intanglble assets

{In ¥ Million}
Software Acquired contractual Total
rights

Gross block (At Cost)
As at Aprif 1, 2014 2,430.36 575.05 3,005.41
Additions BG.90 - £6.90
Disposats - - -
Other adjustments
- Exchange differences 71.80 18.26 90,16
As at December 31, 2014 2,589.16 583.31 3,182.47
Amartization
As at Aprit 1, 2014 1,347.83 388,53 1,736,386
Charge for the period 297.93 54,34 352.27
Disposals - - -
Other adjusiments - “ -
- Exchange dilferences 33.08 10.30 43.39
As at December 31, 2014 1,678.85 45317 2,132.02
Met block
As at December 31, 2014 910.31 140.14 1,050.45
As at March 34, 2014 1,082.53 186.52 1,269.05

{in T Million}

Software Acquired contractual Totai
rights

Gross block {At Cost)
As al April 1, 2013 1,289.28 542 68 1,831.96
Additions 951.88 - 951.88
Disposals - - -
Other adjusiments
- Exchange differences 166.88 42.94 Z11.82
As at December 31, 2013 2,410.04 586.62 2,995.66
Amortlzation
As at Aprit 1, 2013 924,50 205.36 1,129.86
Charge for the pericd 303.08 130.06 433,14
Disposats - - -
Other adjusiments
- Exchange differences 29.49 8.65 38,14
As at December 31, 2013 1,257.07 344.07 1,601.14
Net black
As at December 31, 2013 £,162.97 241.55 1,394.62
13.3 Depreciation and amortization

{in ¥ Million)

For the gquarter ended
December 31, 2014  December 31, 2013

For the nine months ended
December 31, 2014  December 31, 2013

For the year ended

March 31, 2014

On tangible assets

On intangible assets

Less: attributable to fixed assets used for
censtruction of building

127.26 112.64 359.00 328.55 438.40
119.22 149.38 362,27 433.14 587.57

- - - (0.01) (6.02)
246,48 262.02 711.27 761.69 102595

(This space is infenionally iefi blank)
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Persistent Systems Limited

Notes forming part of condensed consolidated financlal statements

3.2 Intanglble assets

{in € Milllon}
Software Acquired contractual Total
rights

Gross block {At Cost)
As at April 1, 2013 1,289.28 542,68 1,831.86
Additions 1,017.60 - 1,017.60
Disposals - - -
Other adjusiments
- Exchange differences 123.48 32.37 155.86
As at March 31, 2014 2,430.38 575.08 3,006.41
Amortization
As at April 1, 2013 926.76 203.10 1,129.86
Charge for the year 406.15 181.42 SB7.57
Disposals - - -
Other adjustments
- Exchange differencas 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

(This space is intentionally left blank}
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Persistent Systems Limite

Notes forming part ef ol d fidated financlal it

14, Non-current [nvestments

As at As at As at
December 31, 2014 December 31, 2013 March 31, 2014
n T Millien in T Millien in ¥ Witlien
Trade Investments (At cost uniess otherwise mentiened}
fav in Equity {Unq d}
In Associates {Uinquoted)
Sprinl Tetecom ingia Private Limiled [Holding - {Corresponding period! Previous year 26% )] - 13.00 13.00
Nit (Corresponding period/ Previous year: 1.30 million) shates of T 10 each, fully paid up
Kiisma eService Privale Limited {Holding 50%. {Corresponding pericdf Previous year 50%}}
0.005 raillier: (Corresponding period! Previcus year 0.005 million} shates of 210 each, {ully paid 0.05 0.05 0.05
up
Less : Provision for diminution in value of investment 0.05 0.05 0.056
- 13.00 13,00
in Others® (Unguoted})
Ciqual Limited [Helding 2.38% (Corresponding perfod! previous year 2.38%)]
.04 mitlion {Corresponding period! Previous year: 0.04 miiion) shares of GBP 0.01 each, fully $2.95 13.24 12.88
pald up
Less : Provision for diminution in vale of investment 12.05 13.24 12.88
Altizon Syslems Privale Limited 6.00 - -
3,766 equity shares (Comespending period/ Previous year: Nif) of T 10 each, fully paid up
8.00 - .
5.00 B .

investments in preferred stock (Ungueted)
Hygenx Inc. 1263 - 11.89
0.26 milion {Corresponding period: Nil / Previous year: 0.25 million) Preferred stack of §
0.004 each, fully paid up

12,63 - 11.99
Investments in Convertibie Notes {Ungquated)
DxNow
1 {Cerresponding period: 1/ Previous year. 1) convertiple nale of USD 125,000 each, fully paid 7.69 7.7 T.4%
up
Ustyme
1 (Corresponding period: §/ Previous year: 1) convertible note of LISD 250,000 each, fully paid 15.78 165,45 14.99
up
23.67 2317 2248
Non-trade Investments {At cost unless otherwise mentioned)
Government Securities {Queted)
In governmenl securities 775,76 37576 77576
tMarkel value 2 784,73 miliion, (Corresponding period T 376.26 million/ previous year T 779.8%
million}]
TI576 375,76 775.76
Investments in mutual funds (Guoted) #
Aggregate amouni of guoted invesiments [Markel value ¥ 1,361.88 million, (Comesponding / 1.222.10 - -
Previous year T Nil}] (Refer Note 14 &)
Less: Curcent porlion of lang term mutual funds [Market value T 410.96 million, (Comespending / {3s8.01) - -
Pravious year ¥ Nif] (Refer Nole 14 &)
824.09 - -
1,642,15 411.93 §23.23
Aggregale provision for diminulion in vatue of invesiments 13.00 13.29 12.93
Aggregale amount of quoted investments [Market value ¥ 1,735.76 milion (Corresponding period 1,594.85 7576 775,76
T 376.26 million! previous year ¥ 772.85 million);
Aggregale amount of unguoled invesiments 5530 49,46 60.40

*Investments, where the Group does nat have jolnt-controt or significant influence including situations where such jaint-contral or significant influence is intended 16 be
temporary, are classified as "investmenis in olhers”

# The investments in mulual funds that are intended 1o be hefd for more than one year from the date on which such invesiments are made have been reclassified from
current investments 1o long-term investments. The transfer from current investments to long-lerm investments have been made al the lower of cost and the fair value
al lhe date of ransfer,

{This space is intertionally feft blantg
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Pe tent Systems Limited
Notes farming part of condensed consolidated financial statements

15. Deferred tax assel liability {net} *

As at As at Asal
December 31, 2014 {December 31, 2043 March 31, 2014
[n T Millian In ¥ Million 1r: ¥ Million
Deferred tax liabilities
Differences in depreciation f amorizalion and other differences in a biock of tangible and 24507 120.56 132.64
intangile assels as per the tax books and financial books
Others - 3.84 -
246,07 124.40 13264
Deferred tax assets
Provision for jeave encashment 126.04 101.42 101.14
Provision for fang service awards 43.77 31.86 36,43
Provision for doubtful debls 148.24 154.82 154.06
Differences in deprecialion 7 amorization and other differences In a block of tangible and 14788 87.36 98.30
intangible assels as per the tax books and financial books (averseas)
Clhers 55,15 - 3.83
521.08 375,46 392,74
Daferred tax liabilitles after set off 315 - 0.65
278.16 2651.06 260.77

Defersed tax assels atter sel off

* Deferred tax assels end deferred lax liabililies have been offsel wherever the Group has & legally enforceabie fight to sel off current tax assets agains! current tax
liabifties and where the deferred lax assels and deferred tax kabililies relale Lo income taxes levied by the same laxation avihority. in all other cases the same have

been separately disclosed,

16. Lang term Joans and advances

As at As at Asat
December 31, 2014  December 31, 2013 March 31, 2014
in T Milliony in ¥ Million In € Million
Capital advances {Unsecured, considered good) 3.20 33.43 6.79
Security deposits
Unsecured, considered good 010 58.9% 69.14
Unsecured, considered doubtiul 218 - -
72.2% 68.9% 56.14
Less: Provision for doublful deposils 2.18 - -
70.10 58.51 59.14
Advance income 1ax {Net of provision for income lax) 16.93 . 58.76
{nler corporate deposits
Unsecured, considered good 0.51 0.64 D&t
Unsecured, considered doublful 0.58 0.68 0.58
1.08 1.22 1.1¢
Less: Provision for doublful deposits 0.58 0.58 0.58
0.51 0.64 0.61
Olher foans and advances (Unsecured, considered good)
Advance 1o PSPL ESOP Managemen] Tsusl - 85.89 -
Advances recoverable in cash or kind of for value 1o be received 11.73 12.41 12,67
11.73 108.40 12.67
102.47 201.38 137.97
17. Other non-current assets
As al As at As at
December 39, 2014 December 31, 2013 March 31, 2014
n T Millien ¥ Million In ¥ Millien
Mon-current bank belances (Refer note 20) 12.26 40182 4n1.62
Applicalion money for governmenl securities pending allotment - 200,00 -
interes! acerued on bank deposits i.21 48.83 57.82
13.46 650,45 459.44
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Parsistent Systems Limite

Notes forming part of o 14 idated financial ts

1%, Trade recoivables

As at As at As at
December 31, 2014  December 3%, 2013 March 31, 2014
In ¥ Milliors In ¥ Millien In ¥ Million
Outstanding for a period exceeding six months from the date they are dus for
payment
Unsecured, considered good 2567 - -
Unsecured, cansidered doubliul 477.22 496,06 459.89
502.89 495.08 459.88
Less : Provisten for doubifut receivables 471,22 496.06 459.88
25.67 - -
Others
. Unsecured, considered good 3,676.67 3,357.41 3,028.57
Unsecured, considered doubiful - 0.76 2718
3,676.67 336847 305535
Less : Provision for doubliui receivables - 0.76 21.18
3,676.67 3,357.41 302817
3,702,324 3,357.41 302647
20. Cash and bank balances
As at Asat As at
December 31, 2614  December 31, 2013 March 31, 2014
In ¥ Million In T Million In T Mitlion
Cash and cash equivalents as presented In ¢ash flow statement
Cash on hand 0.16 Q.16 0.14
Batances with hanks
O cufrenl accounts * §47.33 386.98 473.32
On saving accounls 0.08 0.07 0.0t
On Exchange Eamer's Fareign Currency accounls 236.71 403.06 3R.56
Cn unpaid dividend accounls ** 0.57 0.59 0.84
1,084.85 789.86 432,87

Other bank balances

Cn deposil account with original maturily more than three months but fess 1.00 1.00 1.00
1han twelve manths
On depost accounl with ariginal maturily mere than twelve menths *** 437.47 533.04 524.29
438.47 534.04 525.29
Less: Depesits wilh maturily more than twelve months from the balance shesl (12.25) (101.62) {401,62)
date disclosed under other non-current assels {Refer nole 17)
426.22 132.42 123,67
1,611.07 922,28 956.54
o

* Qul of the batance The Company can utiise T 23.56 million (Correspending period T 10,04 million/ previous year ¥ 16.28 millian} only iewards research and
development aclivilies specified in the loan agreement.

** The Company can ulilize these balances onfy towards setllement of the respeclive unpaid dividend.
= Oul of the balance, fixed deposits of ¥ 33.36 million (Corresponding period 2 32,62 million / previous year ¥ 23.72 milion) have been earmarked against

hank quarantees given by lhe Company

(This space Is intentionally lefi blank) A
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Persistent Systems Limited

Notes forméing part of ok d ted financial
21. Short term leans and advances
As at Asat As at
December 31, 2014 December 31, 2013 March 31, 2014
In T Millien In ¥ Milllon in T Mittlan
Inter corporate deposit
Unsecured, considered goad - 2.86 -
Unsecured, considered doubliul 2743 30.25 27.43
27.42 3311 27.43
Less: Provision for doubtiul deposits 27.43 30.25 27.43
- 2.86 -
Other foans and advances (Unsecured, considered good)
4.54 §.98 4.69

- Beposils X
- Advances recaverable in cash or kind or for value lo be received 3i1.02 209.58 327,76

- MAT credit entiiement - 23.35 -
« VAT receivable {net) 4£4.62 §6.72 59.51
- Service 1ax receivable {net) 45.84 .86 18.01
408.02 305.48 410.07
Other loans and advances (Unsecured, considered doubtful)
Advances recoverable in cash or kind or fer value 1o be received 0.76 2.75 0.75
Less: Prevision for doubihil advances .75 8475 0.75
408.02 308.34 410.07
22. Other current assots
Az at As at As at
Decembrer 31, 2014 Decembrer 34, 2013 March 31, 2014
In ¥ Million In ¥ Millien In ¥ Miilion
Interest acorued bl not due 126.05 2122 2741
Forward contracts receivable 18.16 - 22995
Unbilled revenue 651,18 505.65 B44.59
7956.39 526.87 902.25

{This space Is intentionally foRl blank)
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Persistent Systems Limited

Notes forming part of condensed consolidated financial statements

23. Revenue from operatlons {net)

For the quarter ended

For the nine months ended

For the year ended

Becember 31, 2014 Daecember 31, 2013 December 31, 2014 December 31, 2013 March 31, 2014

In T Mitlion In¥T Million In T Midlien in ¥ Miliion In ¥ Million

Software senvices 4,791.00 4,174.11 13,579.39 11,932.35 16,313,10
Software licenses 155.20 153.46 358.60 291.81 378.43
4,946.,38 4,327.57 13,937.99 12,224.16 16,691.53

24, Other income

For the quarter ended

For the nine months ended

For the year ended

December 3%, 2094 Pecember 31, 2013 December 34, 2014 December 31, 2013 March 31, 2014
in ¥ Million In T Mitlion In ¥ Mitlion In ¥ Millien In ¥ Milion
interest income
On bank deposits 113 13.26 32.80 39.32 55.11
On olhers 17.33 4.63 51.28 2268 36.36
Fereign exchange gain {net) 129.92 - 418.58 - -
Profit on sale of fixed essels (het) 1.09 072 240 1.86 -
Dividend income from cumrent invesiments 61.19 49.96 168.14 105,84 149.51
Profit on sale of current investments (net} 18.32 ~ 54.34 54.47 54.50
Provision for diminution in value of current investments written - 12.84 - - -
back
Excess provision in respect of earlier period / years - 007 5.35 2.8 2.22
wrilten back
Provision for doubtfut deposits written back {net) - - - - 1.11
Miscellaneous income 8.46 260 21.87 7.62 11.35
247 44 84.08 754,87 234.07 310,16
28, Personnel expenses
Faor the quarter ended For the nine menths ended For the year ended
Pecember 31, 2044 December 31, 2013 Decomber 31, 2014 December 31, 2013 March 31, 2014
In ¥ Milion In ¥ Miklion in ¥ Milllon In ¥ Million in ¥ Million
25.1 Employee benefit expenses
Salaries, wages and bonus 2,631.08 2,193.26 7,505.32 6,226,63 8,476.91
Contrbution lo provident and other funds 58.89 49.16 165.73 1368.97 489.35
Graluity expenses 73.49 (0.42) 158,17 16.25 44.97
Defined contribulion to other funds 2977 26.76 BY.7H 71,64 405.28
Stalf wellare and benelils 78.50 72,97 218.86 202.55 273.16
Employee stock compensalion expenses 31.71 - 3171 - -
2.903.44 2,341.63 8,166.54 6,663.04 9,089.68
25.2 Cost of technical professionals 301.47 22209 755.93 677,24 808.77
. 3,204.91 2,663.62 8,961.47 7,340,28 9,995.46

{This space is intertionally left blank)
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Persistent Systems Limited

Notes forming pari of contensed consolidated financial statements

26, Cther expenses

For the quarter ended

December 34, 2014

December 31, 2013

Fer the nine months ended

December 31, 2014

December 31, 2013

For the year ended
March 31, 2014

in ¥ Milllon En ¥ MiHion n T Million n ¥ Million In T Mitlion
Travelling and conveyance 179.02 160,17 577.80 485.26 658.37
Eleclricity expenses {net) 29.89 23.44 82.93 63.02 86.37
Internel link expenses 12.99 10.63 38.96 38.01 50.43
Communicalion expenses 14,43 11.08 49.42 36.42 5110
Recruitmenl expenses 36.42 10.33 66.07 20,34 a7.78
Training and seminars 6.08 2.16 19.63 13.10 20,93
Royalty expenses 3710 51.06 124.57 151.76 297.20
Purchase of software ficenses and support expenses 141.97 114.24 381.74 365.29 A477.54
Bad debls 0.14 0.20 54.07 4377 46.27
Provision for doubtful receivabiess {provision for doubifuf 28.65 4.07 {24.85}) 25.60 28.37
receivables written back) {net)
Rent 41.38 34.94 116,39 99.96 137.01
Insurance 611 5.62 18.55 17.08 22.33
Rales and taxes 7.74 6.4% 25,42 233 3043
Legal and professional fees 60.76 60.97 177.46 140,62 180.28
Repairs ang maintenance
«~ Plant and Machinery 20.80 14,68 57.12 52.58 68.08
- Buildings 5.57 4,92 21.01 15.75 2191
- Olhers 4.12 2,92 12.08 10.59 15.95
Commission on sales 0,38 1.72 0.89 1.82 &.68
Advertisemenl and sponsorship fees 26,23 13.53 51.68 32.10 44.34
Computer corsumables 3.55 2.58 12711 8.58 11.98
Auditors' remuneration 207 235 6.20 577 8.60
Donations 15.94 3.18 44.56 2588 29.50
" Books, memberships, subscriptions 6.37 3.20 1818 2.09 13.95
|.oss on sale of fixed assels (nel) - - - - 3.32
Foreign exchange loss (nel) - 146.62 - 6274 149.31
Directors' silting fees. 0.28 Q.08 083 054 0.64
Directers' commissior, 1.80 1.63 4.80 573 8.26
Provision for deudtful deposits - - 2.18 2.82 -
Provision for doubtful advances - 0.03 - 0.45 0.45
Intercorporale deposils wntten oft - . - - 3.90
Provision for diminution in value of non current investments - - - 0.05 0.05
Miscelaneous expenses 57.24 27.47 136.17 79.43 111.83
746.13 720.58 2,075.47 1,862.66 2,653,417

(This space is intentionafly feft biank)
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Persistent Systems Limited
Notes forming part of condensed consolidated financial statements

27. Eamings per share

For the quarter ended
December 31, 2014 December 31, 2013

For the nine months ended
December 31, 2014 December 31, 2013

For the year ended
March 31, 2014

Numerater for Basic and Diluted EPS

Net Prafit after tax (In  Million} {A) 744 62 £41.98
Denorminator for Baglc EPS

Weighled average number of equily shares (B} 38,480,605 28,548,180
Denominator for Diluted EPS

Number of equity shares <) 40,000,000 40,000,000
Basic Eamings per share of face value of T 10 each {In ¥) (AB) 18.86 16.48
Diluted Eamings per share of face value of T 10 each {In T} (AIC) 18.62 16.05

2,145.81 1.820.78
39,376,071 38,838,037
40,000,040 40,000,000

54.50 46.88
53.65 45.62

2,492.77

36,506,380

40,000,000
64.07

62.32

For the gquarter ended
December 39, 2014 Decomber 34, 2013

For the nine months ended
December 31, 2014 December 31, 2013

For the year ended
March 31, 2014

Number of shares considered as basic weighled average shares 39,490,605 38,949,180 39,276,071 38,838,037 38,906,380
oulstanding

Add: £ffect of dilutive issues of stack oplions 509,395 1,050,820 $23.929 1,161,953 1,083,620
Number of shares considered as welghted average shares 40,000,000 40,000,000 40,000,000 40,000,000 40,000,000

and potential shares outstanding

{This space is infentionally iaft Mlank)
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Persistent Systems Limited

Notes forming pari of condensed

28. Segment Information

B £ F £

ts

The Group's operations predeminanily relate to providing software products, services and technology innovation covering full life cycle of product lo its customers. The
primary reporting segments are identified based on review of market and business dynamics based on risk and relums atfected by the lype or ciass of cuslomers for the
services provided which are as follows:

a. infrastructure and Systems
b. Telecom and Wireless

c. Life science and Healihcare
d. Financiat Services

The secondary segment reporting has been presented based on geographical localion of customers.

{in ¥ Miltion )
FParliculars Infrastructure Tetecom and Life Science and Financlal Total
and Systems. Wireless Healthcare Services
Revenue Quarter ended Dec-31-2014 2,736.70 762,34 673.41 743.85 4,046.28
Quarier ended Dec-31-2013 2,982.15 7719 567.63 - 432757
Nine months ended Dec-31-2014 7.709.54 237348 1,864.86 1,990.41 13,837.99
Nine menths ended Dec-31-2013 8,443.14 2,278.31 1,502.7% - 12,224.16
Year ended Mar-31-2014 11,640.28 2,969,98 2,081.27 - 16,691.53
Identifiable expense Quarter ended Dec-31-2014 1,583.73 463.73 348.79 467.55 2,863.60
Quarter ended Dec-31-2013 1.637.89 329.94 268.82 - 2,235.65
Nine menths ended Dec-31-2014 4,362.52 1,3689.73 935,17 1,334,66 8.022,08
Nine months ended Dec-31-2013 4,781.33 1,001.22 723.78 - £,506.33
‘Year ended Mar-31-2014 6,405.78 1,332.62 995.94 - 8,734.34
Segmental result Quarter ended Dec-31-2014 1,152.97 a28.58 32462 27641 2,082.58
Quasrter ended Dec-31-2013 1.344.26 448.65 208.81 - 2001.72
) Nine months ended Dec-31-2014 3,347.02 983.45 928.69 655,75 5,915.81
*~ Hine months ended Dec-31-2013 3.661.81 1,277.09 ¥78.93 - 571783
Year ended Mar-31-2014 5,234.50 1,637.36 1,085.33 - 7,957.19
Una!lo?:able axpenses Quarler ended Dec-21-2014 1,336.37
’ Quarler ended Dec-31-2013 1,310.52
Nine months ended Dec-31-2014 372021
Nine months ended Dec-31-2013 3,44B.58
Yeer ended Mar-31-2014 484076
Operating income Quarter ended Dec-31-2014 746,24
Quarter ended Dec-31-2013 781.19
Nine months ended Dec-31-2014 2,186.70
Nine months ended Dec-31-2013 2,269.25
Year ended Mar-31-2014 311643
Cther income {net of expenses) Quarter ended Dec-31-2014 247.44
Quarler ended Dec-31-2013 84,08
Nine months ended Dec-31-2014 754.87
Nine months ended Dec-31-2013 234.07
Year ended Mar-31-2014 310.16
Profit before taxes Quarter ended Dec-31-2014 693 65
Quarter ended Dec-31-2013 865.27
Nine months ended Dec-31-2014 2,841.57
Nite months ended Dec-31-2013 2,503,32
Year ended Mar-31-2014 3,426.59
Tax expense Quarer ended Dec-31-2014 249.03
Quarler ended Dec-31-2013 223.28
Nine months ended Dec-31-20%4 795.76
Nine months ended Dec-31-2013 £682.54
Year ended Mar-31-2014 933.82
Profit after tax Quarler ended Dec-31-2014 744.62
Quarter ended Dec-31-2013 £41.98
Nine months ended Dec-31-2014 2,145.81
Nine months ended Dec-31-2013 1,820.78
Year ended har-31-2014 2.492.77
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Persistent Systems Limited
Notes forming part of condensed consolidated financial statements

28, Segment Information

[ ¥ Mifiton }
Particutars Infrastructure Telecom and Life Sclence and Financial Totat
and Systems Wireless Healthcare Services
Segmental trade receivables As at Dec-31-2014 2,282.5% 543.86 437.65 438,14 3,702.34
As at Dec-31-2013 2,48526 539.76 33238 - 3,357.41
As at Mar-31-2014 2,205.26 471.32 351,68 - 3.02B.17
Unzliccated assets As al Dec-31-2014 13,958.22
As al Dec-31-2013 - - - 14,742.12
As al Mar-31-2014 - - - 12,408.32

Geographical Segments
The following table shows the distribution of the Group's consolidated sales by geographical market regardiess of from where (he services were rendered

{In T Miltion )

Particulars Nerth America Europe Asia Pacific Total
Revenus Quarler ended Dec-31-2014 4,190.47 350,85 404.95 4,946.38
Quarler ended Dec-31-2013 3,508.25 258.10 470.22 4,327 57
Nine months ended Dec-31-2014 11,920.78 526.46 1,090.75 13,637.98
Nine months ended Dec-31-2013 10,387.51 618.49 1,218.16 12,224,196
‘Year ended Mar-31-2014 14,200.94 892,63 4,587.06 16,691.53
Segmental trade receivables As at Dec-31-2014 3.051.05 281.81 369.48 3,702.34
As al Dec-34-2013 2,799.95 458.80 368.66 3,357.41
As at Mar-31-2014 2,467.00 232.29 328.68 3,028.17

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

29. Contingent liabilities

30.

31.

The Group does not have any contingent liabilty as on December 31, 2014 (Corresponding period/ Previous year ¥

Nily

(i) During the previous year, a US based corporation had filed a suit against a step dow n subsidiary of the Company,
claiming damages for direct and contributory 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 ow ned subsidiary Persistent Systems Inc., acquired the entire
equity capital of US based CloudSquads Inc., for an upfront consideration of USD 0.56 million, The stock purchase
agreemment provides for additional consideration, contingent upon certain conditions being met in future years. The
additional contingent consideration payable to the selling shareholders is subject to a maxinum amount of USD 2.93
million. 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.
Asg per the provisions of the Trust Deed, the Trust is constituted as an irrevocable trust and in ho event the funds
of the Trust shall revert to the Company. The Cotrpany 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 betw een 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 enployee during the earlier
periodsfyears lo General Reserve, in accordance with Guidance Note on accounting for Brployee share based
payment, issued by the Institute of Chartered Accountants of India. How ever in view of the legal opinion referred
to in a) above, on March 31, 2014 the Company has reversed the amount of T 92.85 million, initially transferred to

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

Balance Sheet

{In T million)

Corpus fund and liabilities

As at
December 31, 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 55.82 75.10
(B} 326.30 270.48

Current Liabilties and Provisions
Bue to ESOP Holders 0.51 0.11
Provision for Taxation 15.24 673
(C) 15.75 6.84
(AYHB)+(C } 342.65 277.92

{In T million)

Assets

As at
December 31, 2014

As at
March 31, 2014

Current Investments

Investments in Shares of Persistent Systems Limited 56.63 65.51
2,449,936 shares of ¥ 10 each (Previous year 2,834,277 shares of ¥
10 each) .
Investment in Mutual Funds 268.77 203.67
. (A) 325.40 269.18
Cash and Bank Balances
Balance with Banks
.= on Savihgs account 267 0.16
2 on Deposit account - -
T {B} 2.67 0.16
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Persistent Systems Limited

Notes forming part of condensed consolidated financial statements

As at As at
Assels December 31, 2014 March 31, 2014
Other Current Assets
Advance Income Tax 14.58 8.58
(C) 14.58 8.58
(A)HB)HC ) 342.65 277.92
Income and Expenditure Account {In ¥ million}

For the quarter

For the nine months

For the year ended

income ended D;(;:&mbers'!, ended D;é:f:\ber 31, March 31, 2014
Dividend on Shares - 10.61 32,79
Dividend on Mutual Funds - - 0.51
Frofit on salef redemption of investments 17.89 53.64 41,98
Bank Interest - 0.09 2.67
Total Inceme 17.89 64.34 77.95

{in T miltion)

For the quarter

For the nine months

For the year ended

Expenditure ended December 31, { ended December 31,
2014 2014 March 31, 2014
Bank Charges 0.01 0.02 0.05
fhcome Tax 8.50 B.50 2.80
Total Expenditure 8.51 8.52 2.85
Excess of Income over expenditure 9.38 55.82 75.10

32. Corresponding period's/ previous year's figures have been regrouped where necessary to conform to current period's

classification.
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