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Chartered Accountants

Independent Auditors’ Report

To the Members of ISGN Corporation

Report on the Standalone Ind AS Financial Statements

We have audited the accompanying standalone Ind AS financial statements of ISGN Corporation.
which comprise the balance sheet as at 31 March 2017, the statement of profit and loss (including other
comprehensive income), the statement of cash flows and the statement of changes in equity for the period
ended and a summary of the significant accounting policies and other explanatory information
(hereinafter referred to as “the Ind AS financial statements”).

Management’s Responsibility for the Ind AS Financial Statements

The Company’s Board of Directors is responsible for the preparation of these Ind AS financial statements
that give a true and fair view of the financial position, financial performance including other
comprehensive income, cash flows and changes in equity of the Company in accordance with the
accounting principles generally accepted in India, including the Accounting Standards (Ind AS)
prescribed under Section 133 of the Act read with relevant rules issued thereunder. The respective
Board of Directors of the company are responsible for maintenance of adequate accounting records in
accordance with the provisions of the Act for safeguarding the asscts of the Company and for preventing
and detecting frauds and other irregularities; the selection and application of appropriate accounting
policies; making judgments and estimates that are reasonable and prudent; and the design,
implementation and maintenance of adequate internal financial controls, that were operating effectively for
ensuring the accuracy and completeness of the accounting records, relevant to the preparation and
presentation of the Ind AS financial statements that give a true and fair view and are free from material
misstatement, whether due to fraud or error, which have been used for the purposc of preparation of the Ind
AS financial statements by the Directors of the Company, as aforesaid.

Auditors’ Responsibility

Our responsibility is to express an opinion on these Ind AS financial statements based on our audit. While
conducting the audit, we have taken into account the provisions of the Act. the accounting and auditing
standards and matters which are required to be included in the audit report under the provisions of the Act
and the Rules made thereunder.

We conducted our audit in accordance with the Standards on Auditing specified under section 143(10) of
the Act. Those standards require that we comply with ethical requirements and plan and perform the audit
to obtain reasonable assurance about whether the Ind AS financial statements are free from matenial
misstatement.
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Independent Auditors’ Report (continued)
Auditors’ Responsibility (continued)

An audit involves performing procedures to obtain audit evidence about the amounts and the disclosures in
the Ind AS financial statements. The procedures selected depend on the auditor’s judgment, including
the assessment of the risks of material misstatement of the Ind AS financial statements, whether duce
to fraud or error. In making those risk assessments, the auditor considers internal financial control
relevant to the Company’s preparation of the Ind AS financial statements that give a true and fair
view in order to design audit procedures that are appropriate in the circumstances. An audit also
includes evaluating the appropriateness of the accounting policies used and the reasonableness of the
accounting estimates made by the Company’s Board of Directors, as well as evaluating the overall
presentation of the Ind AS financial statements.

We believe that the audit evidence obtained by us is sufficient and appropriate to provide a basis for our
audit opinion on the Ind AS financial statements.

Opinion

In our opinion and to the best of our information and according to the explanations given to us, the aforesaid
Ind AS financial statements give the information required by the Act in the manner so required and give a
true and fair view in conformity with the accounting principles generally accepted in India including
the Ind AS, of the financial position of the Company, as at 31 March 2017 and its financial
performance including other comprehensive income, its cash flows and the changes in equity for the period
ended.

Other Matters
The Indian Rupee amounts are presented in the accompanying financial statements solely for the

convenience of the reader and have been translated on the basis described in the Note 27 to the
financial Statements. The translation from US Dollars (USD) to Indian Rupee (INR) is unaudited.

ForCGS & CO
Chartered Accountants
Firm's registration number: 005830S

R Valisha Shakeel

Partner

Bangalore
17 May 2017



ISGN Corporation
Balance Sheet

ASSETS
Non-current assets
Property, Plant and Equipment
Goodwill
Other Intangible assets
Intangible assets under development
Financial Assets:-
Investments
Other financial assets
Total Non-current assets

Current assets
Financial Assets:-
Trade receivables
Cash and cash equivalents
Other financial assets
Other assets
Total Current assets

Total
EQUITY AND LIABILITIES

Equity

Equity Share capital
Other Equity
Retained earnings
Others

Total Equity

LIABILITIES
Non-current liabilities
Financial Liabilities

Other financial liabilities

Current liabilities
Financial Liabilities
Borrowings
Trade payables
Other financial habilities
Other hiabilities
Provisions

Total

The notes referred to above form an integral part of the financial statements

As per our report of even date attached

for CGS & CO
Chartered Accountants
Firm's Regn No.0058308

%%.m

Valisha Shakeel
Partner
Membership No. 203926

Place: Bangalore

Date: |#‘l°('l1-

Note
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Asat As at As at As at
31 March 2017 31 December 1 January 2015 31 March 2017
(in USD) 2015 (in USD) Convenience translation
(in USD) into Rupees (Unaudited)
26,400 46,529 13.154 1,712,142
5,227,256 11,252,415 11,252.415 339,013,688
4,161,146 3,241,131 3,859 486 269,871,097
826,459 1.340,363 694,950 53,600,130
- 12,557,182 100,832,493 -
271.049 18,272 134,045 17,578,861
10,512,310 28,455,892 116,786,543 681,775,918
1,756,713 1.609.009 2,756 450 113,931,622
2683325 173.604 1,304 338 174,027,012
3,568,155 17,911,810 12,128,973 231412711
247,196 267,205 306,781 16,031,933
8,255,389 19,961,628 16,496,542 535,403,278
18,767,699 48,417,520 133,283,085 1,217,179,196
85,340 85.340 85.320 5,534,752
(172.534,186) (160.890,871) (60.016,800) (11,189,704,623)
158,555,726 158,917,491 151,590,117 10,283,131,635
(13,893,120) (1888040) 91,658,628 (901,038,236)
28,755 17,898 26,198 1,864,884
28,755 17,898 26,198 1,864,884
16,700,000 22,000,000 22,000,000 1,083,078.500
255,554 134,487 160,960 16,573,968
14,978,517 27.324,956 19,079,947 971,431,738
40,228 22,123 - 2,608,992
657,765 R06.096 357,352 42,659 350
32,632,064 50,287,662 41,598,259 2,116,352,548
18,767,699 48,417,520 133,283,085 1,217,179,196

for and on behall of the Board of Directors of

ISGN Corporation

Amit Kothiyal

Director

Place: Bangalore

§

Su arajanSampath
Chief Financfl Officer

Place: Bangalore

Date: f}!g;InDate: 13 Ig;‘,,l‘,'.



ISGN Corporation
Statement of Profit and Loss

Revenue from operations
Other income
Total income

Expenses

Employee benefits

Finance cost

Depreciation and amortisation expense
Other expenses

Total expenses

Profit/(Loss) before tax

Tax expense
Current tax

Profit/(Loss) for the period

Other Comprehensive Income

Total Comprehensive Income for the period
Earnings per share

Basic

Diluted

Note

17
18

19
20
4&5
21

The notes referred to above form an integral part of the financial stalements

As per our report of even date attached

for CGS & CO
Chartered Accountants
Firm's Regn No.0OO58308

R Valisha Shakeel
Partner

Membership No. 203926

Place: Bangalore

Date: 1 (o | 17

For the period ended For the year ended For the period ended
31 March 2017 31 December 2015 31 March 2017
(in USD) (in USD) Convenience translation
into Rupees (Unaudited)
20,743,158 21,975,223 1.345,297,572
363,470 269.677 23,572.846
21,106,628 22,244,900 1,368,870,418
4.687.027 5,243,159 303,977,122
2.218.483 1.991.331 143,879,685
3.590.982 2.888.958 232,893,157
22,322,130 112.885.768 1,447.701.782
32,818,622 123,009,216 2,128,451,746
(11,711,994) (100,764,316) (759,581,328)
(68.678) 109.746 (4.454.112)
(11,643,316) (100,874,062) (755,127,216)
(11,643,316) (100,874,062) (755,127,216)
(1.364) (11,821) (88,493)
(1.364) (11.821) (88.493)

Jfor and on behalf of the Board of Directors of

ISGN Corporation
Amit Kothiyal Suntfararajdn Sampath
Director Chief Findncial Officer

Place: Bangalore

Date: |3les (13}

Place: Bangalore

Date: |} f og"{;q,



ISGN Corporation
Statement of Changes in Equity for the period ended 31 March 2017

Other equity
. Equity share | Security Premium Retained earnings Other Reserves -
Particulars capital (ESOP Outstanding Total
Account)

Balance at the | January 2015 85,320 149324313 (60,016,809) 2,265,804 91,573,308
Add: Changes during the vear 2013 20 65,999 980 (100.874.062) 327,394 (93,546,688)
Balance as at 31 December 2015 85,340 156,324,293 (160,890.871) 2,593,198 (1,973,380)
Add:-Changes during the year 2016 - - (11,643.310) (361.765) (12,005,081)
Balance at the 31 March 2017 85,340 156,324,293 (172,534,186) 2,231,433 (13,978.,460)
As at 31 March 2017

Convenience translation into Rupees (Unaudited) 5,534,752 10,138,412,035 (11,189,704,623) 144,719,600 (906.,573,011)

for CGS& CO
Chartered Accountants
Firm's Regn No.0058308

AL Vot

for and on behalf of the Board of Directors of
ISGN Corporation

Valisha Shakeel mit Kothiyal
Partner Director Chief Finanafal Officer
Membership No. 203926
Place: Bangalore Place: Bangalore Place: Bangalore

Dale:;'..‘..,oq'“'.} Date: j'}’of{l? Dale:;"_'og‘hj



ISGN Corporation
Cash Flow Statement

Cash flow from operating activities :
Loss before tax
Adjustments for
Depreciation and amortization expense
Loss/(Profit) on sale of investments
Provision for bad and doubtful debts / advances
Stock compensation expense
Interest expense
Bank charges and guarantee commission
Operating profit before working capital changes
Changes in working capital
Trade and other receivables and advances
Trade and other pavables and lLiabilities
Cash generated from operations
Income taxes paid
Net cash from operating activities

Cash flow from investing activities

Acquisition of property, plant and equipment and intangible

assets

Acquisition of subsidiary net of cash and cash equivalents

Investment written off
Disposal of Investment
Net cash used in investing activities

Cash flow from financing activities

Proceeds from 1ssue of share capital

Interest paid

Bank charges and guarantee commussion paid

Net cash flow from / (used in) financing activities

Net (decrease) / increase in cash and cash equivalents
Cash and cash equivalents at the beginning of the period

Cash and cash equivalents at the end of the period

For the period ended
31 March 2017

For the year ended
31 December 2015

For the period ended
31 March 2017

(in USD) (in USD) Convenience translation
into Rupees (Unaudited)
(11,711.994) (2,489.004) (759,581,357)
3,590,982 2,888,958 232 893157
9 495 683 - 615,842 548
- 100,000 i
(361,765) 327.394 (23.462.269)
862,639 751.238 55,946 445
1,355,844 1.240.,094 87.933.240
3,231,389 2,818,680 209,571,764
13,963,183 (4,580,046) 905,582,256
(17.644.740) 8.734.911 (1,144,349.628)
(450,167) 6,973,545 (29,195,609)
68.678 1163,553) 4,454,112
(381,489) 6,809,992 (24,741,497)
(3.976.964) (2.949,390) (257.926,008)
(4,605,085) (10,000,001) (298.662.794)
13.691.743 - 887.977.986
5,109,694 (12,949,391) 331,389,184
- 7,000,000 -
(862,639) (751,238) (55,946,445)
(1,355 844) (1,240,094) (87,933 240)
(2,218,483) 5,008,668 (143,879,685)
2,509,722 (1,130,733) 162,768,002
173,604 1,304,337 11,239,028
2,683,326 173,604 174,027,030

The notes referred to above form an integral part of the financial statements

As per our report of even date attached

for CGS& CO
Chartered Accountants
Firm's Regn No 0058308

fj‘
a R Valisha Shakeel

A

Partner
Membership No. 203926

Place: Bangalore

Date: |1-{os’f[:1.

mit Kothiyal

Dhrector

Place: Bangalore

pae: |} o€ |17

tor and on behalf of the Board of Directors of
ISGN Corporation

Chuef I'inancidll Officer

Place: Bangalore

pae: 13 ]0¢ (17



ISGN Corporation
Notes to the financial statements for the period ended 31 March 2017

1) Reporting Entity

ISGN Corporation (hereinafter referred to as the “Company”), a Delaware Corporation was
established in 1993.

CFCL Ventures Limited (“CVL” or the “Parent”), a Cayman Islands organization is a subsidiary of
Chambal Fertilizers & Chemicals Ltd. (“CFCL” or the “Ultimate parent”), a company incorporated
under the laws of India. CVL holds 100% of the Company with effect from 20 December 2016 and
on 20 December 2016 CFCL Technologies Limited got merged with CVL.

The Company designs, develops, markets and distributes software products for mortgage lending
industry and provides a wide range of consulting services, including implementation, customization
and support of its software products, as well as training on their use and administration. The
Company’s customer base consists primarily of mortgage banks and financial institutions mainly in
the United States of America.

2) Basis of preparation

A) Statement of compliance

The financial statements of the Company have been prepared in accordance with Indian Accounting
Standards (Ind AS) as per Companies (Indian Accounting Standards) Rules, 2015 notified under
Section 133 of the Companies Act 2013 (“the Act”) and other relevant provisions of the Act.

The financial statements of the Company up to and for the vear ended 31 December 2015 were
prepared in accordance with the companies (Accounting Standards) Rules,2006, notified under
Section 133 of the Companies Act, 2013, read together with paragraph 7 of the Companies (Accounts)
Rules, 2014 (Indian GAAP).

As these are the first financial statements prepared in accordance with Ind AS, Ind AS 101, First-time
Adoption of Indian Accounting Standards has been applied. An explanation of how the transition to
Ind AS has affected the previously reported financial position, financial performance and cash flows
of the Company is provided in Note 28.

Details of the Company’s accounting policies are included in Note 3.

B) Reporting period

A reporting period of 15 months i.e. from 1 January 2016 to 31 March 2017 was considered during

preparation of these financial statements of the Company (comparative being 1 January 2015 to 31
December 2015) so as to align the reporting period of the Company with that of parent company.

C) Functional and presentation currency

These financial statements are prepared in US Dollars (USD), which is also the company’s functional
currency. All amounts have been rounded off to the nearest dollar, unless otherwise indicated.




ISGN Corporation
Notes to the financial statements for the period ended 31 March 2017

2) Basis of preparation (continued)

D) Basis of measurement

The financial statements have been prepared on the historical cost basis except for the following items:

Items Measurement basis
Certain financial assets and liabilities Fair value

E) Use of estimates and judgements

In preparing these financial statements, management has made judgements, estimates and assumptions
that affect the application of accounting policies and the reported amounts of assets, liabilities, income
and expenses. Actual results may differ from these estimates.

Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting
estimates are recognised prospectively.

The critical accounting estimates used in the preparation of these financial statements are as follows:
a. Property, plant and equipment

The charge in respect of periodic depreciation of the property, plant and equipment is derived after
determining an estimate of an asset’s expected useful life and the expected residual value at the end of
its life. The useful lives and residual values of Company's assets are determined by management at
the time the asset is acquired and reviewed periodically, including at each financial year end. The
lives are based on historical experience with similar assets as well as anticipation of future events,
which may impact their life, such as changes in technology.

b. Business combinations and intangible assets

Business combinations are accounted for using Ind AS 103, Business Combinations. Ind AS 103
requires the identifiable intangible assets to be fair valued, in order to ascertain the net fair value of
identifiable assets, liabilities and contingent liabilities of the acquiree. Significant estimates are
required to be made in determining the value of intangible assets. These valuations are conducted by
independent valuation experts.

¢. Impairment of goodwill

Goodwill is tested for impairment on an annual basis and whenever there is an indication that the
recoverable amount of a cash generating unit is less than its carrying amount based on a number of
factors including operating results, business plans, future cash flows and economic conditions. The
recoverable amount of cash generating units is determined based on higher of value-in-use and fair
value less cost to sell. The goodwill impairment test is performed at the level of the cash-generating
unit or groups of cash-generating units which are benefiting from the synergies of the acquisition and
which represents the lowest level at which goodwill is monitored for internal management purposes.




ISGN Corporation
Notes to the financial statements for the period ended 31 March 2017

2) Basis of preparation (continued)

E) Use of estimates and judgements (continued)
c. Impairment of goodwill (continued)

Market related information and estimates are used to determine the recoverable amount. Key
assumptions on which the management has based its determination of the recoverable amount include
estimated long term growth rates, weighted average cost of capital and estimated operating margins.
Cash flow projections take into account past experience and represent the management’s best estimate
about future developments.

F) Measurement of fair values

A number of the Company’s accounting policies and disclosures require the measurement of fair
values, for both financial and non-financial assets and liabilities.

The Company has an established control framework with respect to the measurement of fair values.
This includes an independent valuation team that has overall responsibility for valuation of all
significant fair value measurements, including Level 3 fair values.

When measuring the fair value of an asset or a liability, the Company uses observable market data as
far as possible. If the inputs used to measure the fair value of an asset or a liability fall into different
levels of the fair value hierarchy, then the fair value measurement is categorised in its entirety in the
same level of the fair value hierarchy as the lowest level input that is significant to the entirc
measurement.

The Company recognises transfers between levels of the fair value hierarchy at the end of the reporting
period during which the change has occurred.

3) Significant accounting policies

a) Financial Instruments

i, Recognition and initial measurement

Trade receivables are initially recognised when they are originated. All other financial assets and
financial liabilities are initially recognised when the Company becomes a party to the contractual
provisions of the instrument.

A financial asset or financial liability is initially measured at fair value plus, for an item not at fair value
through profit and loss (‘FVTPL’), transaction costs that are directly attributable to its acquisition or
issue.




ISGN Corporation
Notes to the financial statements for the period ended 31 March 2017

3) Significant accounting policies (continued)
a) Financial Instruments (continued)

ii. Classification and subsequent measurement

On initial recognition, a financial asset is classified as measured at

- amortised cost;

- Fair Value through Other Comprehensive Income (‘FVOCI’) - debt investment:
- FVTPL

A financial asset is measured at amortised cost if it meets both of the following conditions and is not
designated as at FVTPL:

— the asset is held within a business model whose objective is to hold assets to collect contractual cash
flows; and

— the contractual terms of the financial asset give rise on specified dates to cash flows that are solely
payments of principal and interest on the principal amount outstanding.

All financial assets not classified as measured at amortised cost or FVOCI as described above are
measured at FVTPL. This includes all derivative financial assets. On initial recognition, the Company
may irrevocably designate a financial asset that otherwise meets the requirements to be measured at
amortised cost or at FVOCI as at FVTPL if doing so eliminates or significantly reduces an accounting
mismatch that would otherwise arise.

Financial liabilities are subsequently carried at amortized cost using the effective interest method,
except for contingent consideration recognized in a business combination which is subsequently
measured at fair value through profit and loss. For trade and other payables maturing within one year
from the balance sheet date, the carrying amounts approximate fair value due to the short maturity of
these instruments.

b) Property, plant and equipment

i. Recognition and measurement

Items of property, plant and equipment are measured at cost, which includes capitalised borrowing
costs, less accumulated depreciation and accumulated impairment losses, if any.

Cost of an item of property, plant and equipment comprises its purchase price, including import

duties and non-refundable purchase taxes, after deducting trade discounts and rebates, any directly
attributable cost of bringing the item to its working condition for its intended use and estimated costs of
dismantling and removing the item and restoring the site on which it is located.

If significant parts of an item of property, plant and equipment have different useful lives, then they
are accounted for as separate items (major components) of property. plant and equipment.

Any gain or loss on disposal of an item of property, plant and equipment is recognised in profit or
loss.

Advances paid towards the acquisition of fixed assets, outstanding at each balance sheet date are
classified as capital advances under other current assets. The cost of the fixed asset not ready for its
intended use on such date is classified as capital work-in-progress.




ISGN Corporation
Notes to the financial statements for the period ended 31 March 2017

3) Significant accounting policies (continued)
b) Property, plant and equipment (continued)
ii. Transition to Ind AS

On transition to Ind AS, the Company has elected to continue with the carrying value of all of its
property, plant and equipment recognised as at 1 January 2015, measured as per the previous GAAP,
and use that carrying value as the deemed cost of such property, plant and equipment.

iii. Subsequent expenditure

Subsequent expenditure is capitalised only if it is probable that the future economic benefits associated
with the expenditure will flow to the Company.

iv. Depreciation

Depreciation is calculated on cost of items of property, plant and equipment less their estimated residual
values over their estimated useful lives using the straight line method, and is generally recognised in the
statement of profit and loss. Assets acquired under finance leases are depreciated over the shorter of the
lease term and their useful lives unless it is reasonably certain that the Company will obtain ownership
by the end of the lease term.

The estimated useful lives of items of property, plant and equipment for the current and comparative
periods are as follows:

Asset description Useful life
Computers and accessories 3 years
Furniture and fixtures 5 to 7 years
Office equipment 5 years
Vehicles 5 years

Depreciation method, useful lives and residual values are reviewed at each financial year-end and
adjusted if appropriate. Based on technical evaluation and consequent advice, the management believes
that its estimates of useful lives as given above best represent the period over which management
expects to use these assets.

Depreciation on additions (disposals) is provided on a pro-rata basis i.e. from (upto) the date on which
asset is ready for use (disposed of).

¢) Goodwill and other intangible assets
i. Goodwill
Goodwill represents the cost of business acquisition in excess of the company's interest in the net fair

value of identifiable assets, liabilities and contingent liabilities of the acquiree. When the net fair value
of the identifiable assets, liabilities and contingent liabilities acquired exceeds the cost of business




ISGN Corporation
Notes to the financial statements for the period ended 31 March 2017

3) Significant accounting policies (continued)
¢) Goodwill and other intangible assets (continued)

i. Goodwill (continued)

acquisition, again is recognized immediately in net profit in the statement of profit and loss. Goodwill is
measured at cost less accumulated impairment losses.

In respect of business combinations that occurred prior to 1 January 2015, goodwill is included on the
basis of its deemed cost, which represents the amount recorded under previous GAAP, adjusted for the
reclassification of certain intangibles.

ii. Other intangible assets

Other intangible assets comprise of intellectual property rights, computer software and internally
generated software platforms.

Costs relating to intellectual property rights, which are acquired, are capitalized and amortized over a
period of 1 to 3 years.

Expenditure on research activities, undertaken with the prospect of gaining new scientific or technical
knowledge and understanding, is recognized in the statement of profit and loss as incurred.
Development activities involve a plan or design for the production of new or substantially improved
software products or processes. Development expenditure is capitalized only if development costs can
be measured reliably, the product or process is technically and commercially feasible, future economic
benefits are probable, and the Company intends to and has sufficient resources to complete
development and to use the asset. The expenditure capitalised includes the cost of materials, direct
labour, overhead costs that are directly attributable to preparing the asset for its intended use, and is
classified as internally generated software platforms. Capitalised development expenditure is measured
at cost less accumulated amortisation and accumulated impairment losses. Subsequent expenditure is
capitalised only when it increases the future economic benefits embodied in the specific asset to which
it relates. All other expenditure, including expenditure on internally generated goodwill and brands. is
recognised in the statement of profit and loss as incurred.

Amortisation is calculated over the cost of the asset, or other amount substituted for cost, less its
residual value. Amortisation is recognised in the statement of profit and loss on a straight-line basis
over the estimated useful lives of intangible assets, from the date that they are available for use, since
this most closely reflects the expected pattern of consumption of the future economic benefits embodied
in the asset. The estimated useful lives for both internally generated software and acquired computer
software is considered as 3 years. Amortisation methods, useful lives and residual values are reviewed
at cach financial year-end and adjusted if appropriate.

iii. Subsequent expenditure
Subsequent expenditure is capitalised only when it increases the future economic benefits embodied in

the specific asset to which it relates. All other expenditure, including expenditure on internally
generated goodwill and brands, is recognised in profit or loss as incurred.




ISGN Corporation
Notes to the financial statements for the period ended 31 March 2017

3) Significant accounting policies (continued)
¢) Goodwill and other intangible assets (continued)

iv. Transition to Ind AS

On transition to Ind AS, the Company has elected to continue with the carrying value of all of its
intangible assets recognised as at 1 January 2015, measured as per the previous GAAP, and use that
carrying value as the deemed cost of such intangible assets.

d) Impairment

i. Financial assets

The company recognizes loss allowances using the expected credit loss (ECL) model for the financial
assets which are not fair valued through profit or loss. Loss allowance for trade receivables with no
significant financing component is measured at an amount equal to lifetime ECL. For all other
financial assets, expected credit losses are measured at an amount equal to the 12-month ECL, unless
there has been a significant increase in credit risk from initial recognition in which case those are
measured at lifetime ECL. The amount of expected credit losses (or reversal) that is required to adjust
the loss allowance at the reporting date to the amount that is required to be recognised is recognized
as an impairment gain or loss in profit or loss.

ii. Non-financial assets
Goodwill

Goodwill is tested for impairment on an annual basis and whenever there is an indication that
goodwill may be impaired, relying on a number of factors including operating results, business plans
and future cash flows. For the purpose of impairment testing, goodwill acquired in a business
combination is allocated to the company's cash generating units (CGU) or groups of CGU’s expected
to benefit from the synergics arising from the business combination. A CGU is the smallest
identifiable group of assets that generates cash inflows that are largely independent of the cash inflows
from other assets or group of assets. Impairment occurs when the carrying amount of a CGU including
the goodwill, exceeds the estimated recoverable amount of the CGU. The recoverable amount of a
CGU is the higher of its fair value less cost to sell and its value-in-use. Value-in-use is the present
value of future cash flows expected to be derived from the CGU.

Total impairment loss of a CGU is allocated first to reduce the carrying amount of goodwill allocated
to the CGU and then to the other assets of the CGU pro-rata on the basis of the carrying amount of
each asset in the CGU. An impairment loss on goodwill is recognized in net profit in the statement of
profit and loss and is not reversed in the subsequent period.

Intangible assets and property, plant and equipment

Intangible assets and property, plant and equipment are evaluated for recoverability whenever events
or changes in circumstances indicate that their carrying amounts may not be recoverable. For the
purpose of impairment testing, the recoverable amount (i.e. the higher of the fair value less cost to sell
and the value-in-use) is determined on an individual asset basis unless the asset does not generate cash
flows that are largely independent of those from other assets. In such cases, the recoverable amount is
determined for the CGU to which the asset belongs.




ISGN Corporation
Notes to the financial statements for the period ended 31 March 2017

3) Significant accounting policies (continued)
d) Impairment (continued)

ii. Non-financial assets (continued)
Intangible assets and property, plant and equipment (continued)

If such assets are considered to be impaired, the impairment to be recognized in the statement of profit
and loss is measured by the amount by which the carrying value of the assets exceeds the estimated
recoverable amount of the asset. An impairment loss is reversed in the statement of profit and loss if
there has been a change in the estimates used to determine the recoverable amount. The carrying
amount of the asset is increased to its revised recoverable amount, provided that this amount does not
exceed the carrying amount that would have been determined (net of any accumulated amortization or
depreciation) had no impairment loss been recognized for the asset in prior years.

e) Retirement and other employee benefits

Contributions made towards retirement/employee benefits, in accordance with the relevant applicable
local laws are charged to the statement of Profit and Loss. Compensated absence, which is a short-term
defined benefit plan, is recognized as an expense as per the Company’s scheme based on expected
obligations, as at the balance sheet date on an undiscounted basis.

f) Provisions

A provision is recognised if, as a result of a past event, the Company has a present legal or constructive
obligation that can be estimated reliably, and it is probable that an outflow of economic benefits will be
required to settle the obligation. Provisions are determined by discounting the expected future cash
flows (representing the best estimate of the expenditure required to settle the present obligation at the
balance sheet date) at a pre-tax rate that reflects current market assessments of the time value of money
and the risks specific to the liability. The unwinding of the discount is recognised as finance cost.

g) Revenue

Revenue derived from professional services under the time and material contracts is recognized as the
related services are performed.

Revenue from title and related operations is primarily transactions-based and isrecognized when
services are performed, the fee is fixed or determinable, and collection is reasonably assured.

Revenue from transaction services and other service contracts is recognized based on transactions
processed. The Company also generates upfront, non-refundable revenues from process transition
activities. Revenue and costs attributable to such process transition activities are deferred where such
activities do not represent the culmination of a separate earnings process. Such revenue and related
costs are recognized ratably over the period in which the related services are performed. Deferred costs
are limited to the amount of deferred revenue and any excess costs are expensed as incurred.

The Company’s fixed price contracts include application maintenance and support services, on which
revenue is recognized ratably over the period in which the services are rendered. Revenue with respect
to other fixed price contracts, where there is no uncertainty as to measurement and collectability of
consideration, is recognized on a percentage of completion basis. The input (cost expended) method has
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3) Significant accounting policies (continued)
g) Revenue (continued)

been used because management considers this to be the best available measure of progress on these
contracts as there is a direct relationship between input and productivity. When there is uncertainty as to
measurement or ultimate collectability revenue recognition is postponed until such uncertainty is
resolved.

Provisions for estimated losses, if any, on uncompleted contracts are recorded in the period in which
such losses become probable based on the current estimates. When the Company receives advances for
its services, such amounts are reflected as advance received from customers until all conditions for
revenue recognition are met. The Company presents revenues net of service taxes and value added
taxes, but gross of certain reimbursements in its statement of profit and loss.

Interest income is recognized using the time-proportion method, based on the rates implicit in the
transaction.

‘Unbilled revenue’ represents value of services rendered in excess of amounts billed to the customer as
at the balance sheet date.

‘Unearned revenue’ represents the amounts billed to the customer in excess of value of services
rendered as at the balance sheet date.

h) Leases

Operating leases — Leases where the lessor effectively retains substantially all the risks and benefits of
ownership of the leased term are classified as operating leases. Operating lease payments are
recognized as an expense in the statement of profit and loss on a straight-line basis over the lease term.

Finance leases — Finance leases, which effectively transfer to the Company substantially all the risks
and benefits incidental to ownership of the leased item, are capitalized at the lower of the fair value and
present value of the minimum lease payments at the inception of the lease term. Lease payments are
apportioned between the finance charges and reduction of the lease liability based on the implicit rate of
return. Finance charges are charged directly against income. Lease management fees, legal charges and
other initial direct costs are capitalized.

If there is no reasonable certainty that the Company will obtain the ownership by the end of the lease
term, capitalized leased assets are depreciated over the shorter of the estimated useful life of the asset
and the lease term on a straight-line basis.

i) Income tax

Income tax comprises current and deferred tax. It is recognised in the statement of profit or loss except
to the extent that it relates to a business combination or to an item recognised directly in equity or in
other comprehensive income.

j) Current tax

The current charge for income taxes is calculated in accordance with the relevant tax regulations
applicable to the company.
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3) Significant accounting policies (continued)
k) Deferred tax

Deferred tax is recognised in respect of temporary differences between the carrying amounts of assets
and liabilities for financial reporting purposes and the corresponding amounts used for taxation
purposes. Deferred tax is also recognised in respect of carried forward tax losses and tax credits.
Deferred tax is not recognised for:

- temporary differences arising on the initial recognition of assets or liabilities in a transaction that is
not a business combination and that affects neither accounting nor taxable profit or loss at the time of
the transaction;

- temporary differences related to investments in subsidiaries, associates and joint arrangements to the
extent that the company is able to control the timing of the reversal of the temporary differences and it
is probable that they will not reverse in the foreseeable future; and

- taxable temporary differences arising on the initial recognition of goodwill.

Deferred tax assets are recognised to the extent that it is probable that future taxable profits will be
available against which they can be used. The existence of unused tax losses is strong evidence that
future taxable profit may not be available. Therefore, in case of a history of recent losses, the company
recognises a deferred tax asset only to the extent that it has sufficient taxable temporary differences or
there is convincing other evidence that sufficient taxable profit will be available against which such
deferred tax asset can be realised. Deferred tax assets - unrecognised or recognised, are reviewed at
each reporting date and are recognised/ reduced to the extent that it is probable/ no longer probable
respectively that the related tax benefit will be realised.

Deferred tax is measured at the tax rates that are expected to apply to the period when the asset is
realised or the liability is settled, based on the laws that have been enacted or substantively enacted by
the reporting date.

The measurement of deferred tax reflects the tax consequences that would follow from the manner in
which the company expects, at the reporting date, to recover or settle the carrying amount of its assets
and liabilities.

Deferred tax assets and liabilities are offset if there is a legally enforceable right to offset current tax
liabilities and assets, and they relate to income taxes levied by the same tax authority on the same
taxable entity, or on different tax entities, but they intend to settle current tax liabilities and assets on a
net basis or their tax assets and liabilities will be realised simultaneously.

I) Employee stock compensation costs

Employee stock compensation costs for stock options are recognized as employee benefit expenses in
accordance with the Indian Accounting Standard (Ind AS) 102 “Share based payment” and Guidance
note on “Accounting for Employee Share-based Payments” issued by the Institute of Chartered
Accountants of India, based on the grant date fair value of the options granted to employees. The fair
value of the options is estimated on the date of grant using the Black-Scholes-Merton valuation model
on the basis of valuation performed by the Management and recognized in a graded manner on the basis
of weighted period of services over the vesting period. The expected term of an option is estimated
based on the vesting term and contractual term of the option, as well as expected exercise behavior of
the employee who receives the option. Expected volatility during the expected term of the option is
based on historical volatility, during a period equivalent to the expected term of the option, of the
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3) Significant accounting policies (continued)
1) Employee stock compensation costs (continued)

observed market prices of the publicly traded equity shares of comparable listed entities. Expected
dividends during the expected term of the option are based on recent dividend activity. Risk-free
interest rates are based on the government securities yield in effect at the time of the grant over the
expected term,

m) Earnings per share

The basic earnings per share is computed by dividing the net profit attributable to equity shareholders
for the year by the weighted average number of equity shares outstanding during the year. Diluted
earnings per share is computed by dividing the net profit after tax by the weighted average number of
equity shares considered for deriving base earnings per share and also the weighted average number of
equity shares that could have been issued upon conversion of all dilutive potential equity shares. The
diluted potential equity shares are adjusted forth proceeds receivable had the shares been actually issued
at fair value which is the average market value of the outstanding shares. Dilutive potential equity
shares are deemed converted as of the beginning of the period, unless issued at a later date. Dilutive
potential equity shares are determined independently for each period presented.

n) Cash and cash equivalents

Cash and cash equivalents in the cash flow statement comprise cash in hand and balance in bank in
current accounts. The Company considers all highly liquid investments with a remaining maturity at
the date of purchase of three months or less and that are readily convertible to known amounts of cash
to be cash equivalents.

o) Cash flow statement

Cash flows are reported using the indirect method, whereby net profit/ (loss) before tax is adjusted for
the effects of transactions of a non-cash nature and any deferrals or accruals of past or future cash
receipts or payments. The cash flows from regular operating, investing and financing activities of the
Company are segregated.
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4. Property, Plant and Equipment

Following are the changes in the carrying value ol property, plant and equipment during the period from | January 2016 1o 31 March
2017:

(In USD)

Pariivilars Computers af:d OMce squlbient Leasehold Total
accessories improvements

Gross carrying value as on 1 January 2016 56,025 4,914 7,235 68,174
Additions 5,607 417 - 6,024
Disposals - B - -
Gross carrying value as on 31 March 2017 61,632 5,331 7,235 74,198
Accumulated depreciation as on 1 January 2016 15,221 4,914 1,510 21,645
Depreciation 24,271 - 1.882 26.153
Accumulated depreciation on deletions - - - -
Accumulated depreciation as on 31 March 2017 39,492 4914 3,392 47,798
Carrying value as on 31 March 2017 22,140 417 3,843 26,400
Following are the changes in the carrying value of property, plant and equipment during the year ended 31 December 2015:

(In USD)
Particulars Comptitera af]d Office equipment | Leasekold Total

accessories improvements

Gross carrying value as on 1 January 2015 1,005 4,914 7,235 13,154
Additions 55,020 - - 55.020
Disposals - - . %
Gross carrying value as on 31 December 2015 56,025 4,914 7,235 68,174
Accumulated depreciation as on 1 January 2015 - - = -
Depreciation 15,221 4914 1,510 21,645
Accumulated depreciation on deletions - < = -
Accumulated depreciation as on 31 December 2015 15,221 4,914 1,510 21,645

Carrying value as on 31 December 2015 40,804 - 5,725 46,529
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5 Goodwill and other intangible assets

Following are the changes in the carrving value of goodwill and intangible assets for the period from | January 2016 to 31 March 2017

(In USD)

Particulars C?mputer cher Goodwill Total
Software Intangibles
Gross carrying value as on 1 January 2016 133,801 5,974,644 11,252,415 17,360,860
Additions - 4,484 844 - 4,484 844
Disposals - - 6,025,159 6,025,159
Gross carrying value as on 31 March 2017 133,801 10,459,488 5,227,256 15,820,545
Accumulated depreciation as on 1 January 2016 26,912 2,840,402 - 2,867,314
Amortisation 39,164 3,505,665 - 3.564.829
Impairment loss - - - -
Accumulated depreciation on deletions - h - -
Accumulated depreciation as on 31 March 2017 86,076 6,346,067 - 6,432,143
Carrying value as on 31 March 2017 47,725 4,113,421 5,227,256 9,388,402
Following are the changes in the carrying value of goodwill and intangible assets for the year ended 31 December 2015
Particulars Cimlputer 0,“1” Goodwill Total
Software Intangibles

Gross carrying value as on 1 January 2015 133,801 3,725,685 11,252,415 15,111,901
Additions - 2,455,670 - 2,455,670
Disposals - 206.711 - 206,711
Gross carrying value as on 31 December 2015 133,801 5,974,644 11,252,415 17,360,860
Accumulated depreciation as on 1 January 2015 - - - =
Amaortisation 26912 2,840 402 B 2867314
Impairment loss - - - -
Accumulated depreciation on deletions : - - -
Accumulated depreciation as on 31 December 2015 26,912 2,840,402 - 2,867,314

Carrying value as on 31 December 2015 106,889 3,134,242 11,252, 415 14,493,546




-1

ISGN Corporation
Notes to the financial statements for the period ended 31 March 2017

6. Non-current investments

Particulars Asat As at As at As at
31 March 2017 31 December 2015 | January 2015 31 March 2017
(in USD) {in USD) (in USD) Convenience translation
into Rupees (Unaudited)
Investment in Equity Instruments
Trade (unquoted)
Investment in subsidiary (Refer Note 6ifu) )
ISGN Solutions, Inc, fully paid up (732 Ordinary shares of USD 12,557,182 100,832 493
100 each) ) )
- 12,557,182 100,832,493 -
Agpregate book value of quoted investments - 12,557,182 100,832 493 -
Aggregate market value of quoted investments - 12,557,182 100,832,493 -

Note fifa):- ISGN Corporation has entered into Stock Purchase Agreement (SPA) on January

28, 2016 with Firstsource Group USA, Inc. for sale of its investment

in ISGN Solution Inc, for a consideration of USD 12,557,182 and working capital adjustment of USD 1,134,561, The said arrangement was concluded effective

31 March 2016.

Other financial assets
Particulars As at As at As at As at
31 March 2017 31 December 2015 1 January 2015 31 March 2017
(in USD) (in USD) {in USD) Convenience translation
into Rupees (Unaudited)
Non-current
Security Depasits ' 271,049 18,272 134 045 17,578,860
271,049 18,272 134,045 17,578,861
Current
Unbilled revenues "' 510,675 579,413 261.049 33.119,849
Escrow receivable Refer Note 8(u) " 855,718 " : 554597614
From related parties(considered good)
Other Advances (Refer Note 24(g)) m 2,201,762 17,332 397 11.867.924 142,795 248
3,568,155 17911.810 12,128,973 231412711
3,568,155 17,911,810 12,128,973 231,412,711
" Financial assets carried at amortized cost 3,839,204 17,930,082 12,263,018 248991 571

Note 8(a) - Escrow receivable represents the purchase consideration is respect of the sale of investment in Solutions Inc. held in escrow The amount will be
received by the Company in November 2017, subject to satisfaction of the conditions provided in the Share Purchase Agreement (SPA)

8. Trade receivables

Particulars As at As at As at As at
31 March 2017 31 December 2015 1 January 2015 31 March 2017
(in USD) (in USD) {in USD) Convenience translation
into Rupees (Unaudited)
Current n
Unsecured
Considered good 1,756,713 1,606,009 2,756,430 1138931622
Considered doubtful 168,184 1,171,079 1,335,775 10,907,573
1,924,897 2,780,088 4,092,225 124,839,195
Less: Allowances for credit losses (168,184) (1,171.079) (1,335,77%) (10,907 573)
1,756,713 1,609,009 2,756,450 113,931,622
9. Cash and cash equivalents
Particulars As at As at As at As at
31 March 2017 31 December 2015 1 January 2015 31 March 2017
(in USD) (in USD) (in USD) Convenience translation
into Rupees (Unaudited)
Cash on hand - - -
Balances with banks
In current accounts 2,683,325 173,604 1,304 338 174,027,012
2,683,325 173,604 1,304,338 174,027,012
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10. Other assets

Particulars As atl As at As at Asal
31 March 2017 31 December 2015 | January 2015 31 March 2017
(in USD) (in USD) (in USD) Convenience translation
into Rupees (Unaudited)

Current
Prepaid expense 157,851 156,802 “ 10,237 442
Advance to suppliers 33,931 885 25,328 2,200,592
Other advances 55414 109,428 281 453 3,593 899
247,196 267,205 306,781 16,031,933
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11. Financial instruments by category

The carrying value and fair value of financial instruments by categones as of 31 March 2017 were as follows

{in USD)
Particulars Amartised cost Financial asseis/ liabilities at Financial asseis/liabilities at Total carrying Tatal fair value
fair value through profit or fair value through OC1 value
loss
Designated upon initial  Mandatory Equity instruments Mandatory
recognition designated upon initial
recognition
Assets:
Cash and cash equivalents (Refer Note 9) 2,683,328 - - = 2 2,683,325 2683328
Investments (Refer Note 6)
Equity securities - - - . - i =
Trade receivables (Refer Note 8) 1,756,713 - - - - 1,756,713 1,736,711
Other financial assets (Refer Note 7 3.839.204 - - - - 3,839 204 3,835,204
Taotal 8,279,242 - - - - 8,279,242 8,279,242
Liabilities:
Trade payables 255,554 - - - - 255 554 255,554
Other financial liabilities (Refer Note 13) 15,007,272 - = % - 15,007,272 15,007,272
Total 15,262,826 - . - = 15,262,826 15,262,826
The carrying value and fair value of financial instruments by categories as of 31 December 2015 were as follows
{in USD!
Particulars Amaortised cost Financial assets/ liabilities at Financial assetsdiabilities at Total carrying Total fair value
fair value through profit or fair value through OCT value
— loss
Designated upon initial ~ Mandatory Equity instruments Mandatory
recognition designated upon initial
recognition o
Assets:
Cash and cash equivalents (Refer Note ) 173,604 - = - o 173,604 173,604
Investments (Refer Note 6)
Equity securities = = 12,557,182 - - 12,557,182 12,557,182
Trade receivables (Refer Note 8) 1,608,009 - = - - 1,609 005 1,609 009
Onher financial assets (Refer Note 7) 17,030,082 = - - - 17,930,082 17,930,082
Taotal 19,712,695 - 12,557,182 - - 32,169,877 32,269,877
Liabilities:
Trade payables 134,487 - - - - 134 487 134 487
Other financial liabilities (Refer Note 13) 27,342 854 - - - - 27,342 854 27342 854
Tatal 27,477,341 - - - - 27,477,341 17,477,341
The carrying value and fair value of financial instruments by categories as of 01 Jenaury 2015 were as follows
(in USD)
Particulars Amortised cost Financial assets/ liabilities at Financial assetsMiabilities at Total carrying Total fair value
Fairvalue through profit or fair value through OC1 value
loss
Designated upon initial  Mandatory Eyuity instruments Mandatory
recognition designated upon initial
’ oo
Assets:
Cash and cash equivalents (Refer Note ) 1,304 338 - - - - 1,304,338 1,304,338
Tnvestments (Refer Note 6)
Equiry securities + - 100,832 493 - - 100,832 483 100,832 453
Trade receivables (Refer Nate 8) 2,756,450 - - - - 2,756,450 2,756,450
Other financial assets (Refer Note 7) 12,263,019 t = = - 12,263,019 12, 205.01%
Tatal 16,323,807 - 100,832,493 - - 117,156,300 117,156,300
Liabilities:
Trade payables 160,960 - * - - 60,560 Lol ol
Cither financial liabilities (Refer Note 13) 19,106,145 - - - - 19 106,145 19,100 148
Total 19,267,105 - - - - 19,267,105 19,267,105
Fair value hierarchy
Level 1 - Quoted prices {unadjusted) in active markets for identical assets or liabilities.
Level 2 - Inputs other than quoted prices included within Level 1 that are observable for the asset or liability, either directly (i.e. as prices) or indirectly (1e denved from prices)
Level 3 - Inputs for the assets or liabilities that are not based on cbservable market data (unobservable inpuls)
The fallowing table presents fair value hierarchy of assets and liabilities measured at fair value on a recurring basis as at 31 March 2017
(in USD)
" As of 31 March 2007 Fair value measurement at end of the
Particulars reporting period/year using
Level 1 Level 2 Level 3
Assels
Investments in equity instruments (Refer Note 6) - - ~ -

Liabilities = . - -
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11, Financial instruments by category (continued)
The following table presents fair value hierarchy of assets and liabilitics measured at fair value on a recurring basis as at 31 December 2015

(in USD)

As of 31 December 2015

Fair value measurement at end of the

icul f . :
Particulars reporting perind/year using B
Level 1 Level 2 Level 3
Assets
T in equity i (Refer Note 6) 12,587,182 12,557,182 - -
Liabilities - E * -

The following table presents fair value hierarchy of assets and liabilities measured at fair value on a recurring basis as at | January 2015

(in USD)

As of | January 2015

Fair value measurement at end of the

Turtitatsty reporting period/year using

Level | Level 2 Level 3
Assels
In in equity inst s (Refer Note 6) 100,832,493 100,832,493 . -

Liabilities %
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12. Equity share capital

Particulars As at As at As at As at
31 March 2017 31 December 2015 1 January 2015 31 March 2017
(in USD) (in USD) (in USD) Convenience translation
into Rupees (Unaudited)
Authorised
Equity shares of par value USD 10 each 100,000 100,000 100,000 6,485,500
Issued, subscribed and paid up:
Ordinary shares
Equity shares of par value of USD 10 each fully paid up 85,340 85,340 85320 5,534,752
85,340 85,340 85,320 5,534,752
Reconciliation of the shares ling as at the beg g and at the end of the reporting period
Particulars 31 March 2017 31 December 2015 1 January 2015
Number of shares Amount Number of Amount Number of Amount
(in USD) shares {in USD) shares (in USD)
Ordinary shares
Shares at the beginning of the period 8,534 85,340 8.532 85,320 8,531 85,310
Add: Shares issued during the period - - 2 20 1 10
Shares at the end of the period 8,534 85,340 8,534 85,340 8,532 83,320

Rights, preference and restrictions attached to ordinary shares
The Company has a single class of ordinary shares having a par value of USD) 10 per share. Each sharcholder is eligible for one vote per share held. The dividend proposed by the Board of Directors

is subject to the approval of the shareholders in the ensuing Annual General Meeting, except in case of interim dividend, The Company has not proposed any dividend during the current year. In the

event of liquidation, the ordinary shareholders are eligible to receive the remaining assets of the Company after distribution of all preferential amounts, in proportion to their shareholding.

Aggregate number of bonus shares issued, shares issued for consideration other than cash and shares bought back during the period of five years immediately preceding the reporting

date:

There has been no issuance of bonus shares, shares issued for consideration other than cash or buy back of shares during the last five years ended 31 March 2017,

Sharcholding by the Holding Company and ordinary shareholders holding more than 5 percent of ordinary shares along with the number of ordinary shares held at the beginning und at

the end of the year is as given below:

31 December 2015

I January 1015

Particulars 31 March 2017
Number of shares % of share holding Number of % of share holding Number of i of share holding
shares shares o
CFCL Technologies Limited, Holding Company * - - 8,534 100.00% 8,532 100.00%

CFCL Ventures Limited, Holding Company *

8,534

100.00%

* On 20 December 2016 CFCL Technologics Limited merged with its wholly owned subsidiary, CFCL Ventures Limited.
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Employee stock options:

The Board of Directors of the Company approved the 2007 Share O

Directors for

granting stock options to certain employees of its subsidia
to administer the Plan along with the Board and to determine the grant d

6,081,498 ordinary shares were reserved for issuance under the Plan.

The fair value of the ordinary shares is determined by the mana
The fair valuation has been done using the Black-Scholes v
10 years from the date of grant. The stock compensation cost is a com

period is

which is recognised as employee compensation cost over'the vesting period, pr
Company. The employee compensation cost reversal in the statement of prof

During the period ended 31 March 2017, ISGN Corporation has entered into Stock Purch
Group USA, Ine. for sale of its entire sharcholding in ISGN Solution Inc. As per the SPA
delivered to option holders and written confirmation from such o

employees of knowledge process outsourcing business was forfeited on execution of this SPA.

Note : The options are exercisable from the vesting date upto a maximum period of 10 years from the date of grant,

The details of activity under the plan have been summarized below :

ption Plan (*Plan’) administered by compensation committee of the Board of
ry companies as per Management's discretion. A committee has been constituted
ate fair value which would be the exercise price for such options. A total of

gement on the date of the grant of the stock options to the employees pursuant to the Plan.
aluation model. The stock options vest equally over the period of 4 vears and the exercise
ponent of the fair value of the stock options and the number of options,
ovided that the stock option holders continue to be in employment of the
itand loss is USD (361,765) (previous year cost recognised: USD 327,394 ) .

ase Agreement (SPA) on 28 January 2016 with Firstsource
; notice of the termination of employee stock options was
ption holders consenting to the termination was obtained, Therefore, options given to

Particulars As at March 2017 As at December 2015

Number of options  |Weighted Average Exercise | Number of Weighted Average Exercise

Price (US S) options Price (US §)

Options outstanding at the beginning of the period 1,248,171 1.12 1,261,171 1.12
|Options granted during the period - - 3,000 1.09
Option forfeited during the period 1,248,171 1.09 18,000 1.09
Options lapsed during the period - - - -
Options outstanding at the end of the period - - 1,248,171 1:12
Options exercisable at the end of the period - - 774,264 1.12

The estimated weighted average fair value of options granted during the previous year was in the range of USD 0.64 to USD 0.75, This was calculated by
applying the Black-Scholes option pricing model with the following inputs:

Particulars

31 December 2015

Fair value per share (USD)

1.09

Exercise price (178D)

$1.0%9w % 1.26

Average risk-free interest rate

1.25% - 1.47 %

Expected volatility of share price

0.66

Expected life of options granted (in years)

4

Expected dividend yicld

Nil

Fair value of the options

$065108%0.75

31 December 2015.

Range of exercise price

Weighted Avg
remaining
contractual life

Shares arising out of
options price

(USD)

Weighted average exercise

USD 1.09 to USD 1.26

1,248,171

7.77 years

1.12

The following table provides details in respect of range of exercise price and weighted average remaining contractual life for the options outstanding as at
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13. Other Financial Liabilities

Particulars As at As at As at As at
31 March 2017 31 December 2015 1 January 2015 31 March 2017
(in USD) (in USD) (in USD) Convenience translation
into Rupees (Unaudited)
Non - Current
Security Deposits 28.755 17,898 17,898 1 864 884
Other Deposits ! - - 8,300 -
28,755 17,898 26,198 1.864,884
Current
Accrued expenses 1,142,057 1,391,803 1,440,428 74.068,108
Uneamned revenue 2,662,357 3,126,763 3,668,289 172.667.181
Payables to related parties (Refer Note 24(g)) @ 11,174,103 22,791,979 13,945,658 724.696,449
Other payables 'V < 14.412 25,572 -
14,978,517 27,324,957 19,079,947 971,431,738
¥ Financial assets carried at amortized cost 15,007.272 27,342,855 19,106,145 973,296,622
14. Borrowings
Particulars As at As at As at As at
31 March 2017 31 December 2015 1 January 2015 31 March 2017
(in U/SD) (in USD) (in USD) Convenience translation
into Rupees (Unaudited)
Current
Loans from banks
Current portion of secured bank loans 16,700,000 22,000,000 22,000,000 1,083 078,500
16,700,000 22,000,000 22,000,000 1,083,078,500

(a) ISGN Corporation, USA has a line of credit facility from JP MorganChase Bank.
collateral interest in all rights, title. interest in, (i) all accounts; (

with any bank or other financial institution; (v) and all accessories to, substitutions for and replacements, proceeds,

The credit facility 1s secured by way of pledge and secured by
i) all general intangibles: (ii1) all cash or cash cquivalents, (iv) all deposit accounts

insurance proceeds and products

of the foregoing, together with all books and records, customer lists, credit files, computer files, programs, printouts and other computer materials and

records related thercto and any general intangibles at any time evidencing or relating o any of the foregoing but excluding deposit, escrow or similar

accounts of the borrowers held for the benefit of third partics in the ordinary course of business of the borrowers.

(b) The credit facility eurrently stands at USD 16,700,000 as on 31 March 2017 and is avail
renewing this facility. Further, the Chambal Fertilizers und Chemicals Limited {ultimate
guarantee for the credit facility to the extent of USD 17,000,000, ISGN
extended by the ultimate parent company @ 5 5% per annum till

(¢) The interest rate on the credit facility is as follows:
i) a fixed rate equal to the Eurodollar Rate applicable to such loan in the range of (.313%

i) ISGN Corporation has also agreed to pay monthly commitment fees of 0.5% of the loan amount,

15. Other Liabilities

able Lill 15 May 2017, The Company is in the process ol
parent company of ISGN Corporation), has given a corporate
Corporation Tnc., USA has agreed to pay a consideration for the guarantee
November 2016 and @4.0 % per annum from December 2016,

o 10 0.625% ( a “Eurodollar loan™), plus 2.75% and

Particulars As at As at As at As at
31 March 2017 31 December 2015 I January 2015 31 March 2017

(in USD) (in USD) (in USD) Convenience translation
into Rupees (Unaudited)

Advance from customers 40,228 22,123 - 2,608,992
40,228 22,123 - 2,608,992




ISGN Corporation

Notes to the financial statements for the period ended 31 March 2017

16. Provisions

Particulars As at As at As at As at
31 March 2017 31 December 2015 | January 2015 31 March 2017
(in USD) (in USD) (in USD) Convenience translation
into Rupees (Unaudited)
Provision for employee benefits
Bonus 540,692 489716 - 35,066,607
Compensated absences 79,800 137,361 160,266 5.175,429
Commission 37,273 35,740 = 2417314
Others
Provision for taxation (net of advance tax and tax
deducted at source) - 143,279 197,086 -
657,765 806,096 357,352 42,659,350
Onerous contracts
Particulars As at As at As at As at
31 March 2017 31 December 2015 1 January 2015 31 March 2017
(in USD) (in USD) (in USD) Convenience translation
into Rupees (Unaudited)
Balance at the commencement of the period - - 525383 -
Provision made during the period 3 - - -
Provision utilised during the period - - (525,383) -

Balance at the end of the period

Provisions for onerous contracts: The Company had vacated some of its
These premises had been taken under non-cancellable lease arrangements till

lease contracts which has been completely utilized during the year.

leased premises as it was unable to utilise the premises Lo their full capacity
a future date. The Company had recognised a provision for these onerous
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17. Income from software services and products

Particulars

For the period ended 31 For the year ended 31

For the period ended

Income from:

Knowledge process outsourcing services
Software services

Software license fee

Maintenance and support services

March 2017 December 2015 31 March 2017
(in ['SD)) (in USD) Convenience translation
into Rupees (Unaudited)
3151398 9.399.498 204.383.919
9.551.886 6,167,920 619,487,593
2.857.56> 1,944,899 185,327.405
5.182.309 4,462,906 336,098,655
20,743,158 121,975,223 1,345,297,572

18. Other income

Particulars

For the period ended 31 For the year ended 31

For the period ended

March 2017 Ilecember 2015 31 March 2017

(in U'SD) (in USD) Convenience translation

into Rupees (Unaudited)
Sub-lease income 318.894 - 20.681.870
Miscellaneous income 44,576 269,677 2,890,976
363,470 269,677 23,572,846
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19. Employee benefits

Particulars

For the period ended
31 March 2017

For the year ended
31 December 2015

For the period ended
31 March 2017
Convenience translation

(in USD) (in USD)
into Rupees (Unaudited)
Salaries and bonus 3,795,850 3,818,932 246,179,821
Contribution to provident fund and other funds 577,157 471286 37.431,512
Stock compensation expense (361,765) 327,394 (23,462,269)
Staff welfare including insurance 675,785 625,547 43,828,058
4,687,027 5,243,159 303,977,122

20. Finance costs

Particulars

For the period ended
31 March 2017

For the year ended
31 December 2015

For the period ended
31 March 2017
Convenience translation

(in USD) (in USD) into Rupees (Unaudited)
Interest expense 862,639 751,237 55,946,445
Bank charges 32,898 27,894 2,133,597
Guarantee commission 1,322,946 1,212,200 85,799,643
2,218,483 1,991,331 143,879,685

21. Other expenses

Particulars

For the period ended
31 March 2017

For the year ended

31 December 2015

For the period ended
31 March 2017
Convenience translation

(in USD) (in USD) into Rupees (Unaudited)

Sub-contracting expenses 9,857,152 12,532,497 639285614
Rent 732,206 216,563 47,487,251
Power and fuel 1,980 0,206 128.398
Repairs and maintenance:
- computer equipment 438,247 377,024 28,422,535
- others 90,041 27,949 5,839,601
Rates and taxes 57,270 13.457 3,714,259
Insurance 479,839 63,882 31,119,958
Traveling and conveyance 195,165 273,326 12,657,410
Communication 363,647 60,242 23,584.313
Consultancy, legal and professional charges 299,799 544367 19,443 438
Sales promotion and advertisement 7,050 41,953 457228
Provision for doubtful debts - 100,000 -
Printing and stationery 3,150 2,760 204,278
Loss on sale of investment 9,495 683 98,275.312 615,842,548
Miscellaneous expenses 300,901 350,230 19,514,951

22,322,130 112,885,768 /—j&n 701,782
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22

23

Contingent liabilities and other commitments
Contingent liabilities:

The company is subject to legal proceedings and claims, which have arisen in the ordinary
course of business. The management does not reasonably expect that these legal actions, when
ultimately concluded and determined, will have a material and adverse effect on the
company's results of operations or financial condition.

Leases

Company as lessee
Operating leases

The company is obligated under non-cancellable leases for office premises and certain
equipment. Future minimum lease payments are as follows:

March | December g{:ﬁ:‘;ﬁigiz

Period ended 7‘0,17 2q15 tratielition info

(Lsh) (st Rupees (Unaudited)

Not later than one year 442 307 357,672 28,685,820

Later than one year but not later than 5 1,953,844 | 1,541,256 126,716,553
years

Later than five years 432,405 | 1,061,117 28,043,626

Total 2,828,556 | 2,960,045 183,445,999

The total rental expense recognized under cancellable and non-cancellable operating leases in
the statement of profit and loss for the period 1 January 2016 to 31 March 2017 is USD
451,327 (Previous year: USD 216,563). The lease arrangements have been entered up to a
maximum of 10 years from their respective dates of inception.

Company as lessor
Operating leases

The company had leased out certain of its office premises under non-cancellable operating
lease arrangements for a term of 52 months.

The company is obligated to receive under non-cancellable leases for office premises. Future
minimum lease payments receivable are as follows:
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23 Leases (continued)

Company as lessor (continued)

Operating leases (continued)

March | December Cl\:s:fei::ii?lg

Ferlod.ended AL REUER translation into

(USD) L, Rupees (Unaudited)

Not later than one year 358,083 - 23,223,473

Later than one year but not later than 5 910,539 ) 59,053,007
years

Later than five years . - -

Total 1,268,622 - 82,276,480

The total rental income recognized in the statement of profit and loss for the period ended 31
March 2017 is USD 318,894 (Previous year: USD Nil).

24 Related party disclosures

List of related parties

a) List of parties where control exists

Ultimate holding company - Chambal Fertilisers and Chemicals Limited
Holding Company:-

CFCL Technologies Limited, Cayman Islands (up to 19 December 2016)
CFCL Ventures Limited, Cayman Islands (wef 20 December 2016)

b) Subsidiaries
ISGN Solution Inc. — Till 18 May 2016

¢) Companies which are under control through intermediaries

ISGN Fulfillment Services, Inc (Pennsylvania)- Till 18 May 2016

ISGN Fulfillment Services, Inc (Arizona)- dissolved effective 12 January 2016
ISGN Fulfillment Agency, LLC (Delaware) — Till 18 May 2016

d) Fellow subsidiary
CFCL Ventures Limited, Cayman Islands (up to19 December 2016)
ISG Novasoft Technologies Limited

e) Key management Personnel (KMP)
Amit Kothiyal, Whole-time director
Sundararajan Sampath, CFO
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24 Related party disclosures (continued)

f) Related party transactions

For the For the For the period from
Particulars period from period from 01 Jan 2016 to 31 Mar
01 Jan 2016 to 01 Jan 2015 2017 Convenience
31 Mar 2017 to 31 Dec translation in to
(USD) 2015 (USD) Rupee(Unaudited)
Ultimate Holding company
Guarantee commission 1,322,946 1,212,200 85,799.663
Holding company
CFCL Technologies Limited (upto 19
December 2016)
Conversion of loan into Preference
Shares - 7,000,000 -
CFCL Ventures Limited (wef 20
December 2016)
Expenses of Holding company paid 355,806 - 23,075,798

Subsidiaries

Income from software services and

products (ISGN Solutions, Inc) 3,151,398 9.399 498 204,383.917
Sub-contracting expenses (employee

benefit costs cross charged from ISGN

Solutions, Inc.) - 818,193 -
Investment in ordinary shares of ISGN
Solutions, Inc. - 10,000,000 -

Fellow subsidiary

Sub-contracting expenses ( ISGN
Novasoft technologies limited) 9,823,184 12,512,490 637,082,587

Companies which are under control
through intermediarics
Sub contracting expenes ( Employee

benefit cost, cross charged from ISGN
Fullfillment services, Ine) 1,075,320 1,229.060 69,739,879

Key management personnel
Remuneration paid - 477,943 -
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24 Related party disclosures (continued)
g) Related party balances

As at 31 Mar
As at 31 As at31 2017 Convenience
March 2017 December 2015 translation in to
Particulars (USD) (USD) Rupee(Unaudited)
Ultimate Holding company
Other current liabilities 593.899 454,117 38,517.320
Holding Company
CFCL Technologies Limited (upto 19 December
2016)
Other advances B 1,825,409 -
CFCL Venture limited (from 20 December
2016)
Other current asset 2,201,762 20,546 142,795275
Fellow Subsidiary
Other current liabilitics (ISGN Novasoft
technologies Limited) 10,580,204 8,891.694 686,179,153
Companies which arce under control
through intermediarics
Other advances - 13,621,448 -

25 Segment information

The company’s business activity falls within a single primary business segment (namely,
mortgage processing scrvices) and a single geographical segment (namely, the United States of
America). Accordingly, disclosure requirements under Ind AS 108, Segment Reporting is not

made.
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26 Earnings per share

Period ended 31 March 2017 31 December 2015
Gain/(Loss) for the period (Amount in USD) (116,43,315) (100,874,062)
Weighted average number of ordinary shares

considered in calculating Basic and Diluted Earnings 8,534 8,533
Per Share (‘EPS’)

Basic and Diluted EPS (Amount in USD) (1,364) (11,821)

27 Convenience translation

The books of accounts of the company are maintained in USD, being the currency of the primary
economic environment in which it operates. Supplementary information in Indian Rupees (INR)
is provided for convenience only. The balance sheet, statement of profit and loss, cash flow
statement and related notes have been translated at the rate of 1USD = INR 64.855. These

numbers are based on information from the management and have not been audited by C G S &
CO.

28 Explanation of transition to Ind AS

These financial statements of the company for the period ended 31 March 2017 have been
prepared in accordance with Ind AS. For the purposes of transition to Ind AS, the company has
followed the guidance prescribed in Ind AS 101 — First time adoption of Indian Accounting
Standard, with 1 January 2015 as the transition date and IGAAP as the previous GAAP.

The transition to Ind AS has resulted in changes in the presentation of the financial statements,
disclosures in the notes thereto and accounting policies and principles. The accounting policies
set out in Note 3 have been applied in preparing the financial statements for the period ended 31
March 2017 and comparative information. An explanation of how the transition from previous
GAAP to Ind AS has affected the company’s balance sheet, statement of profit and loss, is set
out in note below. Excmptions on first time adoption of Ind AS availed in accordance with Ind
AS 101 have been set out in note below.

Exemptions availed on first time adoption of Ind-AS 101

Ind-AS 101 allows first-time adopters certain exemptions from the retrospective application of
certain requirements under Ind AS. The company has accordingly applied the following
exemptions:

A. Optional exemptions

(a) Business combination
The company is allowed to choose any date in the past from which it wants to account for the
business combinations under Ind AS 103, without having to restate business combinations prior
to such date. Accordingly, the company has applied the standard for all acquisitions completed
on or after 1 January 2015, which coincides with the company's date of transition to
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28 Explanation of transition to Ind AS (continued)

A. Optional exemptions (continued)

(a) Business combination (continued)
For business combinations prior to 1 January 2015 which have not been restated as per Ind AS
103, goodwill represents the amount recognised under the previous GAAP subject to specific
adjustments as prescribed under Ind AS 101.

(b) Property plant and equipment, intangible assets

As per Ind AS 101, an entity may elect to:

(i) measure an item of property, plant and equipment at the date of transition at its fair value and
use that fair value as its deemed cost at that date

(i1) use a previous GAAP revaluation of an item of property, plant and equipment at or before
the date of transition as deemed cost at the date of the revaluation, provided the revaluation was.
at the date of the revaluation, broadly comparable to:

— fair value;

— or cost or depreciated cost under Ind AS adjusted to reflect, for example, changes in a general
or specific price index.

The elections under (i) and (ii) above are also available for intangible assets that meet the
recognition criteria in Ind AS 38, Intangible Assets, (including reliable measurement of original
cost); and criteria in Ind AS 38 for revaluation (including the existence of an active market).

(i) use carrying values of property, plant and equipment, intangible assets as on the date of
transition to Ind AS (which are measured in accordance with previous GAAP and after making
adjustments relating to decommissioning liabilities prescribed under Ind AS 101) if there has
been no change in its functional currency on the date of transition.

As permitted by Ind AS 101, the company has elected to continue with the carrying values
under previous GAAP for all the items of property, plant and equipment and intangible assets.




ISGN Corporation
Notes to the financial statements for the period ended 31 March 2017

28 Explanation of transition to Ind AS (continued)

B. Mandatory exceptions
(a) Estimates

As per Ind AS 101, an entity’s estimates in accordance with Ind AS at the date of transition to
Ind AS at the end of the comparative period presented in the entity’s first Ind AS financial
statements, as the casc may be, should be consistent with estimates made for the same date in
accordance with the previous GAAP unless there is objective evidence that those estimates were
in error. However, the estimates should be adjusted to reflect any differences in accounting
policies.

As per Ind AS 101, where application of Ind AS requires an entity to make certain estimates
that were not requircd under previous GAAP, those estimates should be made to reflect
conditions that existed at the date of transition (for preparing opening Ind AS balance sheet) or
at the end of the comparative period (for presenting comparative information as per Ind AS).

The company’s estimates under Ind AS are consistent with the above requirement.
(b) Derecognition of financial assets and liabilities

As per Ind AS 101, an entity should apply the derecognition requirements in Ind AS 109,
Financial Instruments. prospectively for transactions occurring on or after the date of transition
to Ind AS.

However, an entity may apply the derecognition requirements retrospectively from a date
chosen by it if the information needed to apply Ind AS 109 to financial assets and financial
liabilities derecogniscd as a result of past transactions was obtained at the time of initially
accounting for those transactions.

The company has elccted to apply the derecognition principles of Ind AS 109 retrospectively as
reliable information was available at the time of initially accounting for these transactions.

(¢) Classification and measurement of financial assets

Ind AS 101 requires an entity to assess classification of financial assets on the basis of facts and
circumstances existing as on the date of transition. Further, the standard permits measurement
of financial assets accounted at amortised cost based on facts and circumstances existing at the
date of transition if rcirospective application is impracticable.

Accordingly, the company has determined the classification of financial assets based on facts
and circumstances that exist on the date of transition. Measurement of the financial assets
accounted at amortised cost has been done retrospectively except where the same is
impracticable.
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Note 28:- Explanation of transition to Ind AS (continued)

Reconciliation of Equity

Amount in USI

As on date of Transition | January 2015 As at 31 December 201:
Particulars Note Previous|  Adjustment on Ind AS Previous|  Adjustment on Ind A!
GAAP*| transition to Ind GAAP*| transition to Ind
AS AS
Non-current assets R
Property, Plant and Equipment 13,154 - 13,154 46,529 - 46,529
Goodwill 11,252,415 - 11,252,415 11,252,415 - 11,252 415
Other Intangible assets 3,859,486 - 3,859,486 3,241,131 - 3,241,131
Intangible assets under development 694,950 - 694,950 1,340,363 - 1,340,363
Financial Assets:- - -
Investments 100,832,493 - 100,832,493 12,557,182 - 12,557,182
Other financial assets 134,045 - 134,045 18,272 = 18,272
Total Non-current assets 116,786,543 - 116,786,543 28,455,892 - 28,455,892
Current assets
Financial Assets:-
Trade receivables 2,756,450 - 2,756,450 1,609,009 - 1,609,009
Cash and cash equivalents 1,304,338 - 1.304,338 173,604 - 173,604
Other financial assets 12,128,973 - 12,128,973 17,911,810 - 17,911,810
Other assets 306,781 - 306,781 267,205 - 267,203
Total Current assets 16,496,542 - 16,496,542 19,961,628 - 19,961,628
Total assets 133,283,085 - 133,283,085 48,417,520 - 48,417,520
EQUITY AND LIABILITIES
Equity
Equity Share capital 85,320 - 85,320 85.340 - 85,340
Other Equity - o
Retained earnings (60,016.809) 2 (60,016.809) (160,890.871) - (160,890,871
Others 151,590,117 - 151,590,117 158,917,491 - 158,917 491
Taotal Equity 91,658,628 - 91,658,628 (1,888,040) - (1,888,040
LIABILITIES
Non-current liabilities
Financial Liabilitics
Other financial liabilities 26,198 - 26,198 17,898 - 17,898
26,198 - 26,198 17,898 - 17,898
Current liabilities
Financial Liabilities
Borrowings 22,000,000 - 22.000,000 22,000,000 - 22,000,000
Trade payables 160,960 - 160,960 134,487 - 134,487
Other financial liabilities 19,079,947 - 19,079,947 27,324,956 - 27.324,956
Other liabilities . - - 22,123 - 22,123
Provisions 357,352 - 357,352 806,096 - 806,096
41,598,259 - 41,598,259 50,287,662 - 50,287,662
Total Equity and Liabilities 133,283,085 - 133,283,085 48,417,520 - 48,417,520

* The previous GAAP figures have been reclussilied to conform to Ind AS presentation requirements for the purpose of this note.
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Note 28:- Explanation of transition to Ind AS (continued)
Reconciliation of total comprehensive income for the year ended 31 December 2015

Amount in USD

Year ended 31 December 2015

Farticulars tinne Previous GAAP* Adjustment on Ind AS
tramsition to Ind AS

Income
Revenue from operations 21,975,223 - 21,975,223
Other income 269,677 - 269.677
Total income 22,244,900 - 22,244,900
Expenses
Employee benefits 5,243,159 - 5,243,159
Finance cost 1,991,331 - 1,991,331
Depreciation and amortisation expense 2,888,958 - 2,888,958
Other expenses 112,885,768 - 112,885,768
Total expenses 123,009,216 - 123,009,216
Profit/(Loss) before tax (100,764,316) - (100,764,316)
Tax expense
Current tax 109,746 - 109,746
Profit/(Loss) for the period (100,874,062) (100,874,062)
Other Comprehensive Income - - -
Total Comprehensive Income for the period (100,874,062) - (100,874,062)

* The previous GAAP figures have been reclassified to conform to Ind AS presentation requirements for the purpose of this note.
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