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Report on Corporate Governance

“Corporate Governance is the system by which business corporations are
directed and controlled. The Corporate Governance structure specifies
the distribution of rights and responsibilities among different
participants in the corporation, such as, the Board, managers,
shareholders and other stakeholders, and spells out the rules and
procedures for making decisions on corporate dffairs.” The Organisation
for Economic Co-operation and Development (OECD)

Good Corporate Governance practices are sine qua non for
sustainable business that aims at generating long term value to
all its stakeholders. Corporate Governance mainly involves the
establishment of structures and processes, with appropriate checks
and balances that enable the Board, to discharge their responsibilities
in a manner which is beneficial to all stakeholders. It mainly involves
the establishment of structures and processes, with appropriate
checks and balances.

Company’s Philosophy on Corporate Governance

Corporate Governance is increasingly being recognized as a key
component in the efficient functioning of every business, both
globally as well as in India. Nucleus believes that effective Corporate
Governance implies fair, transparent and equitable treatment to all
stakeholders including shareholders, vendors, customers, employees.
The Nucleus Management is committed to implement the best
practices of Corporate Governance

Corporate Governance philosophy at Nucleus is to comply with
not only the statutory requirements, but also voluntarily formulate
and adhere to a set of strong Corporate Governance practices. We
believe that sound Corporate Governance is critical to enhance and
retain investor trust.

Figure |

The responsibility for putting the recommendations into practice
lies directly with the Board of Directors and the Management of the
Company. The driving forces of Corporate Governance at Nucleus
are its core values, which are: belief in people, entrepreneurship,
customer orientation and the pursuit of excellence.
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The Company’s Corporate Governance approach is based on
the following :

Audits and Interna

Figure 2
Non Mandatory recommendations:

In addition to being compliant with all the statutory provisions of
Clause 49 of the Listing Agreement, Nucleus has also adopted several
non-mandatory recommendations including “Training of Board
members”, “Whistle Blower Policy”, “Remuneration Committee”,
“Board Evaluation” etc. A detail on the adoption of these non-
mandatory recommendations is provided in the later portion of this
Corporate Governance Report.

I. Board of Directors

We at Nucleus believe that to prove effective, the role of the
Board of Directors may be summarized as follows:

a. To provide entrepreneurial leadership of the Company
within a framework of prudent and effective controls which
enables risk to be assessed and managed.

b. Todevelops and promote collective vision of the Company’s
purpose, its culture and values it wishes to promote in
conducting the Company business.

A. Composition of the Board of Directors as on March 31,
2012.

It is important to consider a diversity of personal attributes
among Board candidates, including intellect, critical assessment,
judgment, openness, honesty and the ability to develop trust.
A Board requires Directors who have the intellectual capability
to suggest change to a proposed strategy and to promulgate
alternatives.

B. Size of the Board

An ideal Board should ensure an appropriate balance of power
and authority on the Board for reaching at un-biased decision.

The Board at Nucleus consists of five members with eighty-
percent of the Board comprising of Non-Executive Directors.
All the Non-Executive Directors are Independent Directors and
with their diverse knowledge and expertise provide valuable
contribution in the deliberations and decisions of the Board.
Independent Directors help to maintain the independence of
the Board and separate the Board functions of governance and
management.
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Composition of Board in a tabular form may be shown as
below:

Name of Director Position Age in
years

Mr. Janki Ballabh Chairman, Independent, 69
Non-Executive Director

Mr. Vishnu R Dusad Managing Director, 55
Promoter,
Executive Director

Mr. Arun Shekhar Independent, 53

Aran Non-Executive Director

Mr. Prithvi Haldea Independent, 61
Non-Executive Director

Mr. Sanjiv Sarin Independent, 53
Non-Executive Director
Table |

Board Membership Criteria

Our Board comprise of eminent professionals of integrity with
relevant skills and experience to bring judgment to bear on the
business of the Company. They are facilitated by:

*  high quality board documentation;
*  expert opinions wherever deemed necessary;

* healthy debate especially for complex, contentious or
business critical issues;

* adherence of time-lines for achieving timely closure

A brief profile of the Nucleus Board of Directors is presented
below.

Mr. Janki Ballabh — Chairman

Mr.Janki Ballabh, an eminent banker and former Chairman of the
State Bank of India and State Bank Group, has vast experience
and expertise in finance, banking and corporate management.

He is presently Chairman of UTI Trustee Company of UTI
Mutual Fund, and is Director on the boards of Tata AIG Life
Insurance Co. Ltd., Small Industries Development Bank of India
(SIDBI), Tata Capital Ltd., Tata Capital Housing Finance Ltd., Tata
Capital Financial Services Ltd., and Tata AIG General Insurance
Company Ltd. and a member of Asia Pacific Advisory Committee
of Barclays Bank plc London. In addition to his general corporate
experience, his vast and rich experience, consistent with Nucleus
strategy provides operational excellence to the Company and a
capability to drive innovation.

Mr. Vishnu R. Dusad - CEO & Managing Director

Mr. Vishnu R. Dusad is one of the founders of Nucleus Software
Exports Ltd. and has served as a Director since the inception
of the Company. Mr. Dusad completed his Bachelor’s Degree
in Technology from the Indian Institute of Technology (IIT),
Delhi and has been associated with the development of the
software industry in India since 1983 as an entrepreneur. He was
appointed Managing Director of the Company in January 1997.
Mr. Dusad has enriched Nucleus with his technology background
and 26 years of valuable professional experience in the exciting
space of Information Technology Solutions for the BFSI sector.
He has a deep commitment to making a difference in the lives
of fellow Nucleites, and through Nucleus, to the world around.

His success in concluding business deals for implementing
Nucleus Products globally owes much to a deep sensitivity to
cross-cultural nuances. His experience encompasses areas of
software development, creation of strategic alliances, business
development, and strategic planning.

Mr. Dusad attributes the success of Nucleus to teamwork,
entrepreneurial skills and the ability to leverage opportunities in
the marketplace.

Mr. Arun Shekhar Aran - Independent, Non-Executive
Director

Mr. Arun Shekhar Aran is a successful first generation
entrepreneur with 29 years of experience in IT industry.
Having completed B. Tech from IIT, Delhi and MBA from [IM,
Ahmadebad he started his career with Asian Paints in 1982.

In 1989, he joined Nucleus Software Group as a partner where
he played a key role in leading the team in the development of
the first ever credit card system in India for Citibank. Mr. Arun
Shekhar Aran joined the Board of Directors of the Company in
March 1996.

In 1994, Mr. Shekhar promoted the Mumbai based software
Company, Nucsoft Ltd., and is presently the CEO.

Mr. Prithvi Haldea - Independent, Non-Executive Director

Mr. Prithvi Haldea did his MBA from Birla Institute of Technology
& Science, Pilani in 197 1. Over the next |8 years, he worked at
senior positions in the corporate sector in the areas of exports,
consulting and advertising. During late 70s and early 80s, he
was also associated with the information industry and, among
various activities, worked as a consultant with The World Bank
and the U.S Department of Commerce. In 1989, Mr. Haldea set
up PRIME Database, the country's first and still the only database
on the primary capital market. It has a large subscriber base, and
is widely reported by the media. Mr. Haldea is a visiting faculty at
several institutions and has presented scores of papers at various
conferences in India and aboard.

Mr. Haldea is presently the Central Government Nominee on
the Governing Council of The Institute of Chartered Accountants
of India, Member of the Board of Governors of Indian Institute
of Corporate Affairs, Member of the Quality Review Board-
ICAl and Member of the Advisory Board of the International
College of Financial Planning. He is also a member of several
committees including SEBI Primary Market Advisory Committee,
SEBI Committee for Reviewing Disclosures and Application
Form in Public Issues, Listing Advisory Committee of NSE, and
Delisting Committee of DSE. Mr. Haldea is also the Chairman
of PHDCCI Capital Markets Committee and Co-Chairman of
the ASSOCHAM's Capital Market Committee and a member of
ClII’s National Task force on Financial Markets and NASSCOM's
Corporate Governance & Ethics Committee. He is on the Board
of Invest India Micro Pension Services Pvt. Ltd. and is the Advisor
to the Association of Investment Bankers of India.

In the past, Mr. Haldea has served, among others, as a Board
Member of the Central Listing Authority-SEBI, First Trustee of
the Pension Fund Regulatory & Development Authority, Central
Government Nominee on the Governing Council of The Institute
of Company Secretaries of India, Finance Minister’s High-level
Expert Committee on Corporate Bonds and Securitization,
SEBI Secondary Market Advisory Committee, SEBI Committee
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on Disclosures & Accounting Standards, SEBI Committee for
Review for MAPIN, MCA Committee on Review of Corporate
Governance Norms, MCA Committee for Review of the
Chartered Accountants Act, and Index Committee, Listing
Committee and Delisting Committee of BSE. He was also on
the board of UTI Mutual Fund as an Independent Director for
nearly 6 years till end 201 1.

As an investor protection activist and proponent of good
corporate governance, Mr. Haldea regularly raises issues with
regulators and in the media. In the pursuit of this objective,
he has also launched several unique websites which include
www.watchoutinvestors.com, aggregating information on
economic defaulters which now lists over 1,40,000 cases,
www.primedirectors.com: a databank of professionals for listed
companies to select independent directors, now hosting profiles
of over 20,000 professionals, and www.msmementor.in, a
national skills registry of professionals for the benefit of MSMEs.
He had earlier designed and maintained www.directorsdatabase.
com, covering detailed profiles of directors of Indian listed
companies and www.iepf.gov.in, an investor education initiative.
Mr Haldea has also extended his skills of information management
to other organizations, by creating www.bsepsu.com, a website
dedicated to disinvestments, a new website www.divest.nic.in
for the Department of Disinvestment, and the PE/VC Directory
for the Indian Venture Capital Association.

Mr. Prithvi Haldea joined the Board of Directors of Nucleus
Software Exports Ltd. in June 2001, and of Nucleus Software
Ltd. in April 2008.

Mr. Sanjiv Sarin - Independent, Non-Executive Director

Mr. Sanjiv Sarin is a postgraduate from IIT Delhi and has
PGDBM from XLRI, Jamshedpur. He has 30 years of Corporate
experience and has held senior positions (including CEO) in
Indian and multinational Companies in India and overseas. He is
currently working as a consultant based in New Delhi.

He has played leadership roles in establishing new businesses
and new markets. His various interventions have contributed
significantly to the growth and success of the organizations he
has been associated with. He has extensive advisory experience
on issues of strategy, driving performance improvement,
change management, organization building and human capital
development. He plays the role of a friend, advisor and mentor
to start ups. He also works as a freelance editor.

Diversity in Board

The size and diversity of a Board help in making it effective
and deliver value. Diversity may be with regard to academic
qualifications, technical expertise, relevant industry knowledge,
experience, nationality, age etc.

At Nucleus all our Directors with their relevant expertise and
knowledge bring diversity to the overall structure of the Board.

Separation of the Office of Chairman and the Chief
Executive Officer (CEO)

At Nucleus, the role and office of the Chairman and CEO are
separate, this promotes balance of power and prevents unfettered
decision making power with a single individual. Further, there
is also a clear demarcation of the role and responsibilities of
Chairman and Chief Executive Officer (CEO).

44 | Annual Report 2011-12

The CEO leads internally, with the Chairman adding value
in strategy and structure, and ensuring that the Company
is represented with integrity and influence to institutions,
investors, analysts and other stakeholders. The Chairman
provides necessary support to the CEO, and both need regular
and structured access to the executive and management team.
The CEO is the principal executive of the Company and is
accountable for the management and operations of the Company
and implementation of business policies and strategies agreed to
by the Board of Directors in a manner that is consistent with
best business practices.

Roles and Responsibilities of Chairman may be summarized
as follows:

¢ Ensure that the Board establishes and regularly reviews the
Company’s policies, strategies and plans.

*  Provide consistent strategic input and scrutiny.
*  Assist and guide the CEO as a mentor/coach.

¢ Chair the meetings of the Board and of the General
Meetings.

¢ Ensure sufficient Board and Committee time for discussion
of complex or contentious issues, with additional informal
meetings for prior discussion, if necessary.

¢ Oversee the balance of membership of the Board and
appointments to the Committees.

¢ Identify the development needs of individual Directors, and
of the Board as a whole, and facilitate appropriate training.

Role and Responsibilities of the CEO may be summarized
as follows:

*  Prepare strategy, plans, mission and vision of the Company
and strive for its implementation.

* Responsible for running the Company’s business operations
and financial performance.

*  Provide clear leadership.
¢ Develop the right organisation structure.

* Responsible for succession planning for key executives and
its implementation.

*  Communication with investors and other stakeholders.
Membership Term

As per the Companies Act 1956, at least two-third of Directors
shall be subject to retirement by rotation. One third of these
retiring Directors shall retire every year and the Company
may reappoint them with the approval of the shareholders.
The Managing Director is appointed by the shareholders for a
maximum period of five years at a time and is eligible for re-
appointment upon the completion of the term.

Mr. Vishnu R Dusad, Managing Director of the Company was re-
appointed as Managing Director w.e.f January |, 2012 for a period
of 5 years. His present term expires on December 31, 2016.

Compensation of the Board of Directors

Compensation of the Managing Director has been approved
by the shareholders at the Annual General Meeting held on
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July 8, 201 I. Non-Executive Directors are paid an amount not exceeding one percent of the net profits of the Company, in terms of
section 309 (4) of the Companies Act, 1956, as approved by the shareholders at the Annual General Meeting held on July 8, 2009.
Directors other than the Promoter Director are eligible to receive options under the various Employee Stock Option Plans (ESOP)
launched by the Company from time to time. Currently they hold no options.

The following table gives details of compensation paid /payable to the Directors for the period April 2011 to March 2012.

(Amount in %)

Name of Director Position Fixed Salary  Commission  Sitting Fees Total
Compensation
Mr. Janki Ballabh Chairman, Independent - 950,000 220,000 1,170,000
Non-Executive Director
Mr. Vishnu R Dusad Managing Director, 6,988,215 - - 6,988,215
Promoter, Executive Director
Mr. Arun Shekhar Aran Independent — 950,000 280,000 1,230,000
Non-Executive Director
Mr. Prithvi Haldea Independent - 950,000 380,000 1,330,000
Non-Executive Director
Mr. Sanjiv Sarin Independent - 950,000 1,540,000 2,490,000
Non-Executive Director
TOTAL 6,988,215 38,00,000 24,20,000 13,208,215
Table 2

Detail of Equity Shares held by Non-Executive Directors as on March 31, 2012

Name of Director Position Equity Shares

(Nos.)

Mr. Janki Ballabh Chairman, Independent, Non-Executive Director -

Mr. Arun Shekhar Aran Independent, Non-Executive Director 175,092

Mr. Prithvi Haldea Independent, Non-Executive Director 5,400

Mr. Sanjiv Sarin Independent, Non-Executive Director 17,300
Table 3

The Non-Executive Directors hold no options as on March 31, 2012.
H. Memberships of other Boards

The number of other Directorships and Chairmanship/ Memberships of Committees held by each of the Director as on March 31, 2012
is as mentioned in the table below :

Name of Director Position Relationship with  Directorships Held of Committee Positions
Other Directors Other Companies Held as a
Public Private  Chairperson Member

Mr. Janki Ballabh Chairman, Independent None 5 | 5 |
Non-Executive Director

Mr. Vishnu R Dusad Managing Director, None 2 6 - 2
Promoter, Executive Director

Mr. Arun Shekhar Aran  Independent, None | | | -
Non-Executive Director

Mr. Prithvi Haldea Independent, None | 5 - 2

Non-Executive Director

Mr. Sanjiv Sarin Independent, None 2 | - 3
Non-Executive Director

Table 4

*In accordance with Clause 49 of the Listing Agreement, Membership/Chairmanships of only the Audit Committee and Shareholders/Investors’
Grievance Committee of all Public Limited Companies including Nucleus Software Exports Ltd. is considered.

In accordance with Clause 49 of Listing Agreement, none of our Directors are members of more than ten Board level committees, or
Chairman of more than five committees in Companies in which they are Directors.

All the Director are fully compliant with the requirement.
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Furthermore all our Directors inform the Company annually about
their Committee positions in other companies and also notify changes
as and when they take place.

Board Meetings

Board meetings allow exploring the areas of improvement and
identifying the dynamics that contribute to any problems or
weaknesses pertaining to meeting the goals of the organization.

@

(i)

Information supplied to the Board

The Board has complete access to all information with the
Company. All the information stipulated under Clause 49
is regularly provided to the Board as a part of the agenda
papers well in advance of the Board meetings or are tabled
with the permission of the Chair in the course of the Board
meeting. There is a structured manner in which agenda
items are created and materials distributed for Board
meetings. During meetings, senior management is invited
to present the plans and achievements of their respective
areas of responsibility. Presentations are made before the
Board covering major business segments and operations of
the Company.

The information placed before the Board includes:
o Annual operating plans and budgets and any updates.
o Capital budgets and any updates.

o Quarterly results of the Company and its operating
divisions or business segments.

o Minutes of meetings of Audit Committee and other
Committees of the Board.

o The information on recruitment and remuneration of
senior officers just below the Board level, including
appointment or removal of Chief Financial Officer and
the Company Secretary.

o Materially important show cause, demand, prosecution
notices and penalty notices, if any.

o Fatal or serious accidents, dangerous occurrences, any
material effluent or pollution problem:s, if any.

o Any material default in financial obligations to and by
the Company or substantial non-payment for goods
sold by the Company.

o Any issue that involves possible public or product
liability claims of substantial nature, including any
judgment or order which, may have passed strictures
on the conduct of the Company or taken on adverse
view regarding another enterprise that can have
negative implications on the Company.

o Details of any collaboration

agreement.

joint venture or

o Transactions that involve substantial payment towards
goodwill, brand equity or intellectual property.

o Any significant development in human resources/
industrial relations front. Sale of material nature, of
investments and assets, which are not in the normal
course of business.
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o Quarterly details of foreign exchange exposure and
the steps taken by the management to limit the risks of
adverse exchange rate movement, if material.

o Non-compliance of any regulatory, statutory or listing
requirements and shareholders service such as non-
payment of dividend, delay in share transfer etc.

o Quarterly details of investments by the Company in
liquid mutual funds and bank deposits and returns
thereon.

o Quarterly update on HR related activities.

o Quarterly update on wholly owned Subsidiaries
performance.

o Quarterly update on important projects of the
Company

o Report on order book position.

o Report on legal notices if any, received during the
quarter.

o Reporton compliances under “Code of Insider Trading”
of the Company.

o Compliance certificates from SBU Heads, Global
Managers, Department Heads for HR, Finance &
Secretarial.

(iii) Board Agenda

* The Company Secretary in consultation with the
Chairman of the Company and Chairman of the
respective Board Committees, prepares the agenda
and supporting papers for discussion at each Board
and Committee Meeting respectively. Members of the
Board or Committees are free to suggest any item to
be included in the agenda, in addition to their right to
bring up matters for discussion at the meeting with
permission of the Chairman.

* Moreover, the Company also attaches the “Impact
Analysis on Minority Shareholders” for every agenda
item at the Board meeting, proactively stating if the
agenda item has any impact on the rights of minority
shareholders. The Directors discuss such impact
analysis if any, and offer their comments which would
then be suitably recorded.

(iv) Board Materials Distributed in Advance

)

Information and data that is important to the Board’s
understanding of matters on the agenda is distributed to
the Board prior to the Board meetings in order to permit
adequate review. In addition to the above, pursuant to the
revised Clause 49, the minutes of the Board meetings of
Company’s unlisted subsidiary companies are also placed
before the Board for information.

Secretarial Standards with respect to Board Meeting

The Institute of Company Secretaries of India (ICSI), one
of the premier professional bodies in India, has issued
secretarial standards on Board meetings, general meetings,
payment of dividend, maintenance of registers and records,
minutes of meetings, transmission of shares and debentures,
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passing of resolution by circulation, affixing of common
seal, forfeiture of shares and board's report. While they
are non-mandatory in nature, your Company endeavours
to comply with them. Secretarial Standard | (SSI) issued
by the Institute of Company Secretaries of India (ICSI) on
meetings of the Board of Directors is followed both in letter
and in spirit.

(vi) Scheduling of Board Meetings and Attendance During
the Year 2011-12.

* A minimum of four Board Meetings are held in each
year. As per the provision of Clause 49 of the Listing
Agreement, the gap between two Board Meetings has
not exceeded four months. Nine Board meetings were
held during the year and the maximum gap between
the two board meetings during the financial year
2010-1 | was two months and twenty nine days.

*  The dates on which these meetings were held during
FY 2012 and attendance of members in the meetings is
provided in Table 5 below.

Attendance of Directors

Board Meeting Mr. Janki Mr. Vishnu Mr. Arun Mr. Prithvi Mr. Sanjiv
Date Ballabh R Dusad Shekhar Haldea Sarin
Aran

v

April 03,2011
April 30, 201 |
May 01, 201 |
May 29, 201 |
July 08, 2011

July 23, 201 |

Oct. 22,2011

N N T e

Nov. 26, 2011

N N N U N
A R N T L N
N e N T
N e G N

Jan. 29,2012

<

Table 5

*  These meetings are scheduled in advance for the entire
year and are held after the end of each financial quarter.
A tentative schedule of Board Meetings to be held in
FY 12-13 is published in the Annual Report. Additional
Board Meetings are convened by giving appropriate
notice. For any business exigencies or urgency of
matters, resolutions are passed by circulation.

*  Committees of the Board meet whenever required,
for transacting business.

*  The meetings of the Board of Directors are usually
held at the Company’s corporate office at A 39, Sector
62, NOIDA 201307.

(vii) Board Meeting via Video Conferencing

As a follow up to permitting notices to be served on
members by electronic mode, the Ministry of Corporate
Affairs (“MCA”) took another ‘Green Initiative in Corporate
Governance’ during the year by permitting participation
by Directors in Board / Committee meetings through

video conference after considering relevant provisions
of the Information Technology Act, 2000 and Companies
Act, 1956.

E-presence of a Director ensures larger participation at
Board/Committee meetings and enhances Board member
interactions.

During the year, one Board meeting was held in which a Director
volunteered to participate through video conferencing.

(viii) Recording Minutes of Proceedings at Board Meeting

* The Company Secretary records the minutes of the
proceedings of each Board meeting. Draft minutes are
circulated to all the members of the Board for their
comments within 48 hours of the meeting.

¢ The finalized minutes of proceedings of a meeting are
entered in the Minutes Book within 30 days from the
conclusion of that meeting.

(ix) Compliance

The Company Secretary while preparing the Agenda, Notes
on agenda, Minutes etc. is responsible for and is required
to ensure adherence to all the applicable laws regulations
including the Companies Act, 1956 read with the Rules
issued there under and the Listing agreement .

(x) Action Taken Report on follow-up items

All follow up items from the Board meetings are recorded
separately and circulated to the required personnel for
requisite action. The action taken is then reported through
an “Action Taken Report”, which is placed at all subsequent
Board meetings for all action points raised in the meetings.

Strengths are celebrated; areas of improvement are
explored to identify the dynamics that contribute to
problems or weaknesses. Strategies to address the issues
may include Board retreats or workshops on a specific
topic, study sessions and reading in areas where knowledge
is needed, and clarification of Board expectations.

Committees of the Board of Directors

As it is not feasible for the full Board to meet very frequently,
some of the Board functions are performed through specially
constituted Board Committees consisting of Executive and
Independent Directors, which then report to the Board.
Committees are a means of improving Board effectiveness in
areas where more focused, specialized and technical discussions
are required. Committees enable better management of full
Boards time and allow in-depth scrutiny and focused attention.

The Company in this regard has constituted seven committees of
the Board of Directors viz. Audit Committee, Share Transfer and
Shareholders’ Grievance Committee, Remuneration Committee,
Compensation Committee, Nomination Committee , Corporate
Governance and Review Committee. The committees have
a combination of Executive and Non-Executive/Independent
Directors. All the Board committees have formally established
terms of reference/Charters and constitute an important
element of the governance process.
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The Chairperson of the Board, in consultation with the Company
Secretary and the committee Chairperson, determines the
frequency of the committee meetings. The Chairman of each
Board committee fulfils an important leadership role similar
to that of the Chairman of the Board, particularly in creating
the conditions for overall committee and individual Director
effectiveness. As per the charter of respective committees,
committees deliberate on the matters referred to it by the
Board. The Company Secretary in consultation with the
Chairman of the Company and Chairman of the respective
Board Committee prepares the agenda and supporting papers
for discussion at each Committee Meeting. Recommendations
of the committees are submitted to the Board to take decision
on the matter referred.

Nucleus Board Committees :

Audit Committee

Share Transfer
and Shareholders'
Grievance Committee

Nomination
Committee

BOARD COMMITTEES

Compensation
Committee

Remuneration
Committee

Corporate
Governance
Committee

Figure 3

A. Audit Committee

A key element in the Corporate Governance process of any
organization is its Audit Committee. Effective Audit Committees
can greatly assist Boards discharge their duties in respect of
ensuring the integrity of the Company’s financial reporting.
Indeed, it is essential that Boards, management, internal
auditors, external auditors and Audit Committees themselves
work with a common purpose to ensure that Companies obtain
the benefits of Audit Committees in terms of improved financial
reporting and greater effectiveness of internal controls.

The Audit Committee at Nucleus was formed in August 2001,
in compliance of Section 292 A of the Companies Act, 1956 and
the Listing Agreement with the Stock Exchanges, with qualified
members of the Board of Directors of the Company. The
Company Secretary acts as the secretary to the committee.

The broad objectives of the committee are gearing toward
effecting pragmatic, progressive changes in the functions and
expectations placed on Boards, Audit Committees, Senior and
Financial Management, the Internal Auditor and the Statutory
Auditors regarding financial reporting. All the members including
the Chairman of the Committee are Independent Directors
and financially literate while one of them is also a financial
management expert, making the Company fully compliant with
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the mandatory requirements of Clause 49 of Listing Agreement.
The composition of the Audit Committee along with a detail of
the meetings held during the year is detailed in table 6 in this
report on Corporate Governance.

To efficiently carry out its functions, the Audit Committee
adopted the following charter:

(i) Charter of Audit Committee
Scope of Work

I. Review and recommend to the Board the Independent
Auditors to be selected to audit financial statements of
the Company.

2. Provide an open avenue of communication between
the Independent Auditors, Internal Auditors and the
Board of Directors.

3. Review and update the Committee’s charter annually.

4. To meet at least four times per year or more frequently
as circumstances require.

5. Review with the Independent Auditors, the Company’s
Internal Auditor and Financial Personnel:

a) The adequacy and effectiveness of the accounting
and financial controls of the Company.

b) Related findings and recommendations of the
Independent Auditor and Internal Auditor
together with management ‘s responses.

6. Consider and review with the management, Internal
Auditor and Independent Auditor:

a) Significant findings during the year, including the
status of previous audit recommendations.

b) Any difficulties encountered in the course of audit
work including any restrictions on the scope of
activities or access to required information and

c) Any changes required in the planned scope of the
internal audit plan.

7. Prepare a letter for inclusion in the Annual Report
that describes the Committee’s composition and
responsibilities, and how they were discharged.

8. The Chairman to be present at AGM to answer
shareholders queries.

9. Review legal and regulatory matters that may have a
material impact on the financial statements, related
Company’s compliance policies, and programs and
reports received from regulators.

10. Report Committee actions to the Board of Directors
with such recommendations, as the Committee may
deem appropriate.

Il. The Committee shall perform such other functions as
assigned by law, the Company’s charter or bylaws, or
the Board of Directors and shall mandatorily perform
following functions as assigned by Clause 49 of the
Listing Agreement:
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a)

b)

d)

e)

g)

h)

k)

Oversight of the Company’s financial reporting
process and disclosure of its financial information
to ensure that the financial statement is correct,
sufficient and credible.

Recommending to the Board, the appointment,
re-appointment and, if required, the replacement
or removal of the statutory auditor and the fixation
of audit fees.

Approval of payment to statutory auditors for any
other services rendered by the statutory auditors.

Reviewing, with the management, the annual
financial statements before submission to the
Board for approval, with particular reference to:

i. Matters required to be included in the
Director’s Responsibility Statement to be
included in the Board’s report in terms of
clause (2AA) of section 217 of the Companies
Act, 1956.

ii. Changes, if any, in accounting policies and
practices and reasons for the same.

iii. Major accounting entries involving estimates
based on the exercise of judgment by
Management.

iv.  Significant adjustments made in the financial
statements arising out of audit findings.

v. Compliance with listing and other legal
requirements relating to financial statements.

vi. Disclosure of any related party transactions.
vii. Qualifications in the draft audit report.

Reviewing, with the management, the quarterly
financial statements before submission to the
Board for approval

Reviewing, with the Management, performance of
statutory and internal auditors, adequacy of the
internal control systems.

Reviewing the adequacy of internal audit function,
if any, including the structure of the internal audit
department, staffing and seniority of the official
heading the department, reporting structure
coverage and frequency of internal audit.

Discussion with internal auditors any significant
findings and follow up there on.

Reviewing the findings of any internal investigations
by the internal auditors into matters where there
is suspected fraud or irregularity or a failure of
internal control systems of a material nature and
reporting the matter to the Board.

Discussion with statutory auditors before the
audit commences, about the nature and scope of
audit as well as post-audit discussion to ascertain
any area of concern.

To look into the reasons for substantial defaults
in the payment to the depositors, debenture

holders, shareholders (in case of non payment of
declared dividends) and creditors.

[) To review the functioning of the Whistle Blower
mechanism.

m) Carrying out any other function as mentioned in
the terms of reference of the Audit Committee.

n) Management Discussion and Analysis of financial
condition and results of operations.

o) Statement of significant related party transactions
(as defined by the audit committee), submitted by
Management.

p) Managementletters ofinternal control weaknesses
issued by the Statutory Auditors.

q) Internal audit reports relating to internal control
weaknesses.

r) The appointment, removal and terms of
remuneration of the Chief Internal Auditor shall
be subject to review by the Audit Committee.

s) Reviewing certificates regarding compliance of
legal and regulatory requirements;

12. The Audit Committee is further empowered to do the
following:

i. To investigate any activity within terms of
reference;

ii. To seek information from any employee;
iii. To obtain outside legal professional advice; and

iv. To secure attendance of outsiders with relevant
expertise, if it considers necessary.

(ii) Review of Auditors
The Audit Committee shall :

a) Recommend to the Board of Directors, the
Independent Auditors to be appointed and approve
the compensation of the Independent Auditors.

b) Confirm and assure the independence of the
Independent Auditors and the objectivity of the Internal
Auditor.

The Audit Committee encourages the Auditors to have
open and frank discussions on their judgments about
the quality, not just the acceptability of the Company’s
accounting principles as applied in its financial reporting,
including such issues as the clarity of the Company’s
financial disclosures and degree of aggressiveness or
conservatism of the Company’s accounting principles.

(iii) Composition of the Audit Committee

The Committee comprises entirely of non-executive
Directors who are also independent Directors. During the
year eight meetings of the Committee were held and the
maximum gap between two Audit Committee Meeting has
not exceeded four months. The maximum gap between
two meetings was three months and three days.
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The Composition of the Audit Committee as on
March 31, 2012 and a detail of attendance of members
in the meetings are as follows:

Director Position No. of Meetings
Held Attended

Mr. Arun Shekhar Aran Committee 8 4
Chairman,
Independent,
Non-Executive
Director

Mr. Prithvi Haldea Independent, 8 8
Non-Executive
Director

Mr. Sanijiv Sarin Independent, 8 8
Non-Executive
Director

Table 6

The Chairman of the Audit Committee was present at the
previous year Annual General Meeting held on July 8, 201 |
to answer shareholder’s queries.

The Company Secretary of the Company is the Secretary of
the Committee.

In addition to the Audit Committee members, the Chief
Financial Officer, Internal Auditor, Statutory Auditors and
other executives attend the meetings upon invitation.
Necessary information such as Management Discussion
and Analysis of financial condition and results of operations,
statement of significant related party transactions submitted
by the management, management letters, internal audit
reports relating to internal control weaknesses as required
by Clause 49 of the Listing Agreement are reviewed by the
Audit Committee.

Separate Meeting of the Audit Committee Members
with the Auditors

In line with the best Corporate Governance practices, an
Audit Committee Meeting independent of the Management
is scheduled every quarter, to create an environment where
both the members of the Committee and the Auditors can
freely express their views, and discuss important matters.
These meetings are conducted with both Internal and
Statutory Auditors.

Audit Committee Report for the Year Ended
March 31, 2012

Each member of the Committee is an Independent Director
according to Clause 49 of the Listing Agreement.

The Audit Committee is independent and empowered
by the Board with the authority to investigate any matter
relating to the internal control system and to review the
scope of Internal Audit.

The Internal Auditors of the Company are in the best
position to evaluate and report on the adequacy and
effectiveness of the internal controls. Keeping in view the
need for the Internal Auditors’ independence, the Audit
Committee has created a formal mechanism to facilitate
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regular discussions with the Internal Auditors at the end
of each quarter. The Committee has recommended the
continuance of the Internal Audit function.

The Statutory Auditors are responsible for performing an
independent audit of the Company’s financial statements
in accordance with the Generally Accepted Auditing
Standards and for issuing a report thereon. The Committee’s
responsibility is to review the adequacy of internal audit
function The Committee is also responsible to oversee the
processes related to financial reporting and information
dissemination, in order to ensure that the financial statements
are true, correct, sufficient and credible. The Committee
also reviews the quarterly, half yearly and the annual financial
statements before they are submitted to Board and ensures
compliance of internal control systems. In addition, the
Committee recommends to the Board the appointment of
the Company’s Internal and Statutory Auditors.

The Committee has also reviewed that the internal controls
are put in place to ensure that the accounts of the Company
are properly maintained and that the accounting transactions
are in accordance with prevailing laws and regulations. In
conducting such reviews, the Committee found no material
discrepancy or weakness in the internal control systems of
the Company.

The Committee also reviewed the financial and risk
management framework in accordance with revised Clause
49 of the Listing agreement.

The Committee has regularly discussed with the Auditors
the accounting policy and principles followed by the
Company. Relying on the review and discussions conducted
with the management and the Independent Auditors, the
Audit Committee believes that the Company is following
prudent and conservative accounting practices and financial
statements are fairly presented in conformity with Generally
Accepted Accounting Principles in all material aspects.

Moreover, the Committee considered whether any non-
audit services provided by the auditors firm could impair
the auditors’ independence, and concluded that there were
no such services provided.

The Committee has recommended to the Board the
appointment of Deloitte Haskins & Sells, Chartered
Accountants, as the Statutory Auditors of the Company
for the financial year ending March 31, 2013 and that the
necessary resolutions for appointing them as Auditors be
placed before the shareholders.

April 28,2012 Sd/-
Noida Arun Shekhar Aran

B. Remuneration Committee

The Remuneration Committee of the Board recommends
remuneration payable to Directors. During the year, the
Charter of the Committee was revised to include considering
remuneration of senior management also, besides remuneration
of Directors. This was consequent to the approval of the
Remuneration Policy for Board members and Key Executives by
the Board.
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(i)

The Composition of the Remuneration Committee
as on March 31, 2012 and a detail of attendance of
members in the meetings are as follows:

Director Position No. of Meetings

Held Attended

Committee | |
Chairman,

Independent,

Non-Executive

Director

Mr. Janki Ballabh

Mr. Prithvi Haldea  Independent, | |
Non-Executive

Director
Mr. Sanijiv Sarin Independent, | |
Non-Executive

Director

Table 7

The Company Secretary of the Company acts as the
Secretary to the Committee.

Remuneration Policy

The remuneration policy for members of the Board of
Directors of the Company is in line with the interests of
the shareholders and takes into consideration the role and
responsibilities of the Directors.

¢ The Company pays remuneration by way of salary,
benefits, perquisites and allowances (fixed component)
and commission to its Managing Director (an Executive
Director).

* The Remuneration Committee decides on the
commission payable to the Managing Director and
the Non- Executive Directors out of the profits for
the financial year and within the ceilings prescribed
under the Companies Act, 1956 and as approved by
the shareholders at a General Meeting.

*  Non-Executive Directors of the Company are paid
sitting fee for attending meetings of the Board and
meetings of Committees of the Board, as per the
Companies Act, 1956 and as mandated by the Articles
of Association of the Company.

*  Employee Stock Options under various ESOP schemes
launched by the Company may also be granted to
the Directors in accordance with the Securities and
Exchange Board of India (Employee Stock Option
Scheme and Employee Stock Purchase Scheme)
Guidelines, 1999.

* The Company also reimburses other related
expenditure reasonably incurred by the Directors in
the performance of duties as per provisions of the
Companies Act, 1956 in conjunction with the Company
rules and policies.

* The remuneration of key executives is reviewed/
decided on an annual basis, or earlier if deemed
necessary, by the Remuneration Committee.

C. Nomination Committee

The Nomination Committee of the Board was constituted on
July 8, 2009. Led by the Chairman, the Committee comprise
of majority of Independent Directors of the Board and is
responsible for:

Identifying suitable persons and recommend them to fill up
casual vacancies in Board in accordance with the Company’s
strategic priorities.

To appoint additional Directors whenever the need arises,
and

To develop a policy on the size and the composition of the
Board.

Criteria for appointment of Independent Directors

An active, well-informed and independent Board is
necessary to ensure highest standards of Corporate
Governance. Getting the right people is crucial; as is the
process of seeking, vetting and appointing such people.The
Board as a whole decides the skill sets that are required,
giving due consideration to the current and the desired
composition of the Board in future; to achieve the vision
and mission of the Company. The Nomination Committee
then pursues the task of identifying such suitable persons.

The criteria or basis for appointing of Independent
Directors at Nucleus may be summarized as below :

¢ Independent Directors must be capable of taking fair
decisions without being influenced.

¢ Independent Directors are expected to balance the
decision-making process of the Board by constructively
challenging the Company's strategy and exercise due
diligence

¢ Independent Directors should possess the requisite
business and industry expertise in the domain we
operate in.

¢ Independent Directors should be competent enough to
work effectively like a team member as well as leader
with the other directors of the Board and committees

¢ IndependentDirectorsshould contribute constructively
in the Board's deliberations.

The aim is to secure a boardroom which achieves the right
balance between challenge and teamwork, and fresh input
and thinking, while maintaining a cohesive Board.

No meeting of the Committee was held during the current
year.
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(ii) The Composition of Nomination Committee as on
March 31, 2012 is as follows:

Director

Position

Mr. Janki Ballabh

Mr. Vishnu R Dusad

Mr. Arun Shekhar Aran

Mr. Prithvi Haldea

Mr. Sanjiv Sarin

Committee Chairman,
Independent,
Non-Executive Director

Managing Director,
Promoter,
Executive Director

Independent,
Non-Executive
Director

Independent,
Non-Executive
Director

Independent,
Non-Executive
Director

Table 8

The Company Secretary of the Company acts as the

Secretary to the Committee.

D. Share Transfer and Shareholders’ Grievance Committee

The Share Transfer and Shareholders’ Grievance Committee
of the Board is constituted with powers and responsibilities

including but not limited to :

(i) To supervise and ensure efficient share transfers, share
transmission, transposition, etc.;

(ii) To approve allotment, transfer, transmission, transposition,
consolidation, split, name deletion and issue of duplicate
share certificate of equity shares of the Company;

(iii) To redress shareholder and depositor complaints like non
receipt of Balance Sheet, non receipt of declared dividends

etc,;

(iv) To review service standards and investor service initiatives

undertaken by the Company;

(v) To address all matters pertaining to Registrar and Transfer
Agent including appointment of new Registrar and Transfer
Agent in place of existing one;

(vi) To address all matters pertaining to Depositories for
dematerialisation of shares of the Company and other
matters connected therewith; and

(vii) To attend to any other responsibility as may be entrusted
by the Board to investigate any activity within terms of its

Charter.

The Committee meets as often as required to discharge its
functions. The status on complaints and share transfers is

reported to the full Board.
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(i) The Composition of Share Transfer and Shareholders’
Grievance Committee as on March 31, 2012 and a
detail of attendance of members in the meetings are
as follows:

Director Position No. of Meetings

Held Attended
Managing 7 7
Director,
Promoter,
Executive
Director

Mr. Vishnu R Dusad

Mr. Sanijiv Sarin Independent, 7 7
Non-Executive

Director

Table 9

The Company Secretary of the Company acts as the
Secretary to the Committee. The Company Secretary is
the Compliance Officer of the Company.

The Company'‘s Registrar and Share Transfer Agent is:

M/s. Karvy Computershare Private Limited
Plot Np.17-24, Vithal Rao Nagar

Madhapur

Hyderabad 500081

Andhra Pradesh

(ii) Details of investor complaints/requests received and
resolved during the year 201 1-12 are as follows:

Nature of complaints  No. of complaints/requests

Received Received Resolved Pending

during during at the
the year the year year end

Non- Receipt of

Dividend Warrant 20 20 Nil

Revalidation of

Dividend warrants 158 158 Nil

Non receipt of

Securities | | Nil

Non receipt of

Annual Report 12 12 Nil

Issue of Duplicate

Share Certificate Nil Nil Nil
Table 10

Corporate Governance Committee

The Corporate Governance Committee of the Board, consisting
of majority of Independent Directors, was constituted to assist
the Board of Directors by:

¢ Developing and recommending to the Board a set of
Corporate Governance principles applicable to the
Company and
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* Taking a leadership role in shaping the Corporate
Governance Policies of the Company.

(i) Code of Conduct for Board members and senior
Management of the Company

In accordance with Clause 49 of the Listing Agreement with
Stock Exchanges, the Corporate Governance Committee
approved a Code of Conduct for all Board members and
senior management of the Company. The Committee also
monitors the implementation and compliance of the Code.
All Board members and senior management personnel
have affirmed compliance with the code for the year 201 | -
12. The Annual Report contains a declaration to this effect
signed by the Managing Director. The Code of Conduct is
also posted on the website of the Company.

(i) TheCompositionof Corporate Governance Committee
as on March 31, 2012 and a detail of attendance of
members in the meetings are as follows:

Director Position No. of Meetings

Held Attended

Committee | |
Chairman,

Independent,

Non-Executive

Director

Mr. Vishnu R Dusad  Managing |
Director,
Promoter,
Executive
Director

Mr. Janki Ballabh

Mr. Arun Shekhar Aran Independent, |
Non-Executive
Director

Mr. Prithvi Haldea  Independent, |
Non-Executive

Director

Mr. Sanjiv Sarin Independent, |
Non-Executive

Director

Table | |

The Committee met once during the year to amend the
Nucleus Code of Conduct for prevention of Insider Trading
for employees in accordance with the notification issued by
Securities Exchange Board of India (SEBI) in August 201 1.

The Company Secretary of the Company acts as the
Secretary to the Committee.

Compensation Committee

The Compensation Committee of the Board, consisting of a
majority of Independent Directors, was constituted as per the
terms of SEBI (Employee Stock Option Scheme and Employee

Stock Purchase Scheme) Guidelines, 1999 (“SEBI ESOP
Guidelines”).

It was formed for the administration and superintendence of
the employee stock options schemes launched by the Company
from time to time.The remuneration policy of the Company is
to pay compensation and benefits along with the stock options
to motivate and retain the employees of the Company. The
Compensation Committee administers the stock option plans,
including review and grant of options to eligible employees
under the plans.

The Committee is constituted with powers and respon-
sibilities including but not limited to :

o  For administration and superintendence of employee stock
option schemes / restricted stock grant plans and other
equity-based compensation award plans launched by the
Company from time to time.

o To decide the quantum of equity shares / options to be
granted under Employee Stock Options Plans (ESOP), per
employee and the total number in aggregate;

o To determine at such intervals, as the Compensation
Committee considers appropriate, the persons to whom
shares or options may be granted;

o To determine the exercise period within which the
employee should exercise the option and condition in which
option will lapse on failure to exercise the option within the
exercise period;

o To decide the conditions under which shares or options
vested in employees may lapse in case of termination of
employment for any reason;

o To lay down the procedure for making a fair and reasonable
adjustment to the number of shares or options and to the
exercise price in case of rights issues, bonus issues and
other corporate actions;

o To lay down the right of the employee to exercise all the
options vested in him at one time or at various points of
time within the exercise;

o To specify the grant, vest and exercise of shares/ option in
case of employees who are on long leave;

o To construe and interpret the plan and to establish, amend
and revoke rules and regulations for its administration.
The Compensation Committee may correct any defect,
omission or inconsistency in the plan or any option and/or
vary/amend the terms to adjust to the situation that may
arise;

o Toattend to any other responsibility as may be entrusted by
the Board.

No Meeting of the Committee was held during the current year.
A resolution for approving exercise of options by employees, was
passed through a resolution by circulation by the Compensation
Committee.
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The Composition of the Compensation Committee as on 3. Shareholder Information

March 31, 2012 is as follows:

Director Position
Mr. Vishnu R Dusad Managing Director,
Promoter, Executive Director
Mr. Arun Shekhar Aran Independent,
Non-Executive Director
Mr. Prithvi Haldea Independent,
Non-Executive Director
Mr. Sanjiv Sarin Independent,
Non-Executive Director
Table 12

The Company Secretary of the Company acts as the Secretary
to the Committee.

G- Review Committee

Review Committee was formed as the seventh Committee of
the Board during the year with the basic objective of reviewing
the operations and systems of the Company.

The Review Committee is constituted with powers and
responsibilities including but not limited to:

*  Review the operations of the Company in General

* Identify and assess key business risks; and to implement
appropriate risk management policies, practices and plans
to mitigate such risks to the Company

¢ Making recommendations to the Board in respect of needed
changes to policies, procedures, budget allocations, financial
management, risk management and operational management

*  The Committee shall also have authority to obtain advice
and assistance from internal or external legal, accounting or
other advisors.

* To seek information from any employee as considered
necessary;

* To secure attendance of outsiders with relevant expertise;
and

* To investigate any activity within terms of reference.

¢ Toattend to any other responsibility as may be entrusted by the
Board to investigate any activity within terms of reference.

The Composition of the Review Committee as on March 31,

2012 and the detail of the meetings held during the year are
as follows:

Director Position No. of Meetings
Held Attended

Mr. Vishnu R Dusad Committee 51 51
Chairman,
Managing Director,
Promoter,
Executive Director

Mr. Sanjiv Sarin Independent, 51 51
Non-Executive
Director

Table 13

The Company Secretary of the Company acts as the Secretary
to the Committee.
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(i)

(iii)

A. Means of Communication

(i) Quarterly/Annual Results

* The Company has been sending quarterly
results in the form of a Quarterly Report to the
shareholders since December 1999. This report
contains audited financials of the Company along
with the Auditors Report thereon; unaudited
consolidated financials of the Company and
subsidiaries. It also contains a detailed analysis
of results under “Management Discussion and
Analysis” and other financial representations in
the form of ratios, graphs etc.

*  While the Company used to send printed quarterly
reports to shareholders earlier, from the financial
year 2009, the Company started releasing a soft
copy of the report on the Company website
www.nucleussoftware.com.  This not only
ensures prompt disposal of useful information to
the shareholders, but also serves as a means to
contribute significantly in saving paper thereby
saving trees and reducing costs too.

* Earnings conference calls are conducted after
announcement of quarterly/annual results wherein
the Management updates investor community on
the progress made by the Company and answers
their queries. The audio as well as the transcript
of the call is uploaded on the website www.
nucleussoftware.com , for investors’ information.

*  During the year, the Company also initiated the
practice of sending results via email to all its
shareholders who have valid e-mails ids registered
with their Depository Participants (DP).

* The Company also sends an instant alert of the
results, to all those who register themselves on
the corporate website.

Newspapers wherein financial results are
normally published

The Company’s financial results are normally published
in Business Standard and Financial Express, the leading
national financial dailies and in the Hindi edition of
Business Standard for regional circulation.

Company website where results are displayed

* The Company website www.nucleussoftware.
com has an ‘Investors’ section with descriptive
information on Company overview, Financials, Stock
Exchange filings, Shares, Corporate Governance,
Awards, Investor contact and linvestor related
Frequently Asked Questions (FAQ) and Various
forms for shareholder assistance.

The important events such as AGM etc. and official
press releases of the Company are also updated on
the Company’s website regularly.
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alerts from time to time.

(iv) Interaction with institutional investors, analysts

etc.

¢ The Investor Relation team co-ordinates and
conducts regular meetings and conference calls
between the Company Management and the

institutional investors, analysts etc.

¢ Financial results and Press releases are sent to all
institutional investors, analysts who are registered
in the Company data-base, to keep them abreast
of any significant developments and instances.

* The investor presentations at each quarter
end are displayed on the Company's website

www.nucleussoftware.com

*  Various investors related financial information is
presented in portable document format (pdf) as
well as Microsoft excel downloadable formats
on the Investor section of the website for the

convenience of user.

(v) Annual Report

Annual Report containing, inter alia, Letter from the
Chairman, Letter from the CEO, Audited Annual
Accounts, Consolidated  Financial ~ Statements,
Directors’ Report, Auditors’ Report, Report on
Corporate Governance and Risk Management, Financial
Highlights, Management Discussion and Analysis and
other important information is circulated to members.
The Annual Report of the Company is also available on
the Company's website in a downloadable pdf format.

Interested persons may register on the Company
website to receive alerts and updates on financial
events, financial results, press release and annual and
quarterly reports. They may create unique ID and
password and change their preferences for receiving

Corporate Identity Number (CIN) :

The Corporate Identity Number (CIN), allotted by the
Ministry of Corporate Affairs, Government of India is
L74899DL1989PLC034594 and the Company Registration
Number is 55-034594. The Company is registered in the
State of New Delhi.

Shareholder Education

Shareholders are provided with timely information on
all Company related matters including recruitment/
appointment of Directors and other important events
through Press Releases.

* During the year, the Company initiated practice of
sending results via email to all its shareholders who
have valid e-mails ids registered with their Depository
Participants (DP).

¢ In the Annual Report a chapter named “Shareholders’
Referencer” and in the Quarterly Report a chapter
named “Additional information to Shareholders” is
included which answers substantially all the expected
queries of investors about the Company, its history,
promoters, the publicissue, employees, share transfers,
dematerliasation etc. All such material information is
also available on the website under “FAQs”.

*  Ashareholder satisfaction survey is conducted through
a shareholder feedback form uploaded on investors
section of the Company website, for online filing. It is
our constant endeavor to provide efficient and prompt
services to the shareholders. Responses received
through this survey help us :

o to assess the level of satisfaction among Nucleus
shareholders and

o identify areas of strengths and weakness of
Nucleus as perceived by the shareholders.
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D. General Body Meetings

(i) Particular of Annual General Meetings (AGM) held during the previous three years is as follows:

Financial Year, Venue Ordinary Resolution Special Resolution
Date Time
FY 08-09 Air Force * Adoption of Annual Accounts for the year ended March 31, 2009. * Approval for payment

July 8, 2009, Auditorium, Re . N i of commission of an
* Re- tment of Mr. Prithvi Hald Director.

11.30 a.m. New Delhi €-appointment of Tr. Frithvi aldea as Liirector. amount not exceeding

* Appointment of M/s B S R & Co. as the Statutory Auditors. one percent of net profits

* Resolved not to fill the vacancy, for the time being, caused by the
retirement of Mr. Suresh Joshi, who retired by rotation and did

not seek re-appointment. each year for the

of the Company to Non-
Executive Directors for

period

five years commencing

* Declaration of Dividend on equity shares. from April I, 2009.

* Appointment of Mr. Janki Ballabh as a Director liable to retire by rotation.

FY 09-10 FICCI * Adoption of Annual Accounts for the year ended March 31, 2010.
June 24, 2010, Auditorium,

11.30 am. New Delhi * Re-appointment of Mr. Arun Shekhar Aran and Mr. Sanjiv Sarin as

Directors.

* Appointment of M/s Deloitte Haskins & Sells as the Statutory
Auditors.

* Declaration of Dividend on equity shares.

FY 10-11 Sri Sathya Sai * Adoption of Annual Accounts for the year ended March 31, 201 | * Re-appointment
July 08, 2011, International

11.30 am. Centre * Re-appointment of Mr. Janki Ballabh and Mr. Prithvi Haldea as

Directors.

of

Mr. Vishnu R Dusad as
Managing Director of

the Company with effect
¢ Appointment of M/s Deloitte Haskins& Sells as the Statutory Auditors. from January 01, 2012.

* Declaration of Dividend on equity shares.

(ii) Detail of Attendance at the AGM held for FY 10-11

AGM Date Attended by Directors

Mr. Janki Ballabh  Mr. Vishnu R Dusad Mr. Arun Shekhar Aran Mr. Prithvi Haldea Mr. Sanjiv Sarin

July 8,201 1 v v v v v

No Extraordinary general meeting was held by the Company during the financial year ended March 31, 2012.

No Resolution was passed during the year through Postal Ballot.

E. Corporate Governance Voluntarily Guidelines 2009

The Ministry of Corporate Affairs (MCA), released in December 2009, the voluntary guidelines on Corporate Governance, drawn from
best practices. Although voluntary in nature, listed companies are expected to be proactive in compliance. The Company is already
compliant with most of the sections of these Guidelines. The only suggestion with which the Company is not compliant, and may not be
compliant in the future also, is with regard to the tenure of the Independent Directors. It suggests that an Individual may not remain as an
Independent Director in a Company for more than six years. The Board considered and deliberated on the voluntary guidelines, and is of
the view that the continuation of the three Independent Directors ( who have been with the Company beyond the tenure of six years) is
critical for the growth of the Company given the diverse knowledge, experience and expertise that they have brought to the Board, the
deep understanding of the Company and the industry, their intense involvement in the deliberations and decisions of the Board. It would

in fact be detrimental to the Company’s interests to retire any of these Directors.
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4. Disclosures

@

(i)

@ii)

o

Related Party Transactions

The details of transactions with related parties or others,
if any, are being placed before the Audit Committee
from time to time. They are also disclosed under notes
which forms part of the financial statements. During the
year under review, the Company has not entered into
any transaction of a material nature with its subsidiaries
promoters, Directors or the management, their relatives,
etc., that may have any potential conflict with the interest
of the Company at large.

Compliances by the Company

The Company has complied with the requirements of the
Stock Exchanges, SEBI and other statutory authorities on
all matters relating to capital markets during the last three
years. No penalties or strictures have been imposed on
the Company by the Stock Exchanges, SEBI or any other
statutory authorities relating to the above.

Whistle Blower Policy

Nucleus is committed to conduct its business in accordance
with the applicable laws, rules and regulations, and with
highest standards of business ethics. Nucleus does not
tolerate any malpractice, impropriety, abuse or wrongdoing.
The Company wishes that Nucleites too participate in
this process and has instituted a Whistle Blower Policy,
a mechanism for employees to report concerns about
unethical behavior, actual or suspected fraud, or violation of
our code of conduct or ethics policy. The Policy provides the
opportunity to every Nucleite to raise his or her concern,
by name or on an anonymous basis on alleged breaches of
internal or external regulations or other irregularities.

Whistle Blower Policy Process

=
L

Figure 4

During the year, no complaint was received under the Policy, We
affirm that :

adequate safeguards were provided to employees against
their victimisation on reporting to the Ombudsperson and

no personnel was denied access to the Audit Committee .

(iii) Policy against Sexual Harassment

Nucleus values the dignity of individuals and strives to
provide a safe and respectable work environment to all its
employees. The Company is committed to providing an
environment, which is free of discrimination, intimidation
and abuse. Nucleus prohibits any employee of the Company
from making any unwelcome and unsolicited sexually
determined behaviour (whether directly or by implication).
Such kind of harassment can have potential legal and moral
pitfalls not only for the individuals involved but also for the
Organization as a whole. We at Nucleus believe that it is the
responsibility of the organization to protect the integrity
& dignity of its employees and also to avoid conflicts &
disruptions in the work environment due to such cases.

The Company has put in place a ‘Policy against Sexual
Harassment’. As per the policy an employee may report
his complaint to the Committee by various modes i.e. in
person, through email, in writing or by calling on mobile no.
as mentioned. The Committee would then make enquiries
and submit its recommendation to the HR Head. He would
further take a decision on the same and report to the
Board. We affirm that adequate access was provided to any
complainant who wished to register a complaint under the
policy, during the year.

(iv) Code of Conduct

(U]

The Code of Conduct helps to maintain high standards
of ethical business conduct for the Company. In terms of
Code of Conduct, Directors and Senior Management must
act within the boundaries of the authority conferred upon
them and with a duty to make and enact informed decisions
and policies in the best interests of the Company and its
shareholders and stakeholders. The Company obtains the
affirmation compliance of the Code of Conduct from its
Directors and Senior Management on an annual basis.

The Company has obtained declaration from Directors and
Senior Management affirming their compliance to the Code
of Conduct for the current year. A copy of the Code of
Conduct is made available on the website of the Company.

Risk Management and Internal Control Policies
adopted by the Company

A report on Risk Management and Internal Control Policies
adopted by the Company has been discussed later as a
separate chapter in this Annual Report.

(vi) Adherence to Accounting Standards

The Company follows the mandatory Accounting Standards
prescribed by the Institute of Chartered Accountants of India
and to the best of its knowledge there are no deviations in
the accounting treatments that require specific disclosure.

(vii) Remuneration to the Directors of the Company

Information relating to the remuneration to the Directors
during the financial year 201 |- 12 has been provided in table
2 of this report on Corporate Governance.

(viil)Management Discussion and Analysis

As required by Clause 49 of the Listing Agreement, the
Management Discussion and Analysis is provided in this
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Annual Report. As a voluntary initiative, the Company
also prepares and publishes Management Discussion and
Analysis based on the consolidated financials in the Annual
Report. It is provided in the later portion of this Annual
Report.

(ix) Subsidiary Companies

()

The Company has six subsidiaries across the globe; all of
which are wholly owned subsidiaries. It also has a step
down subsidiary at Singapore.

Thefollowing table provides alist of all these subsidiaries
as on March 31, 2012.

Date of Name of Subsidiary Location

Incorporation Company

February 25, 1994 Nucleus Software Singapore
Solutions Pte. Ltd.,

August 5, 1997 Nucleus Software Inc. USA

November 2, 2001 Nucleus Software Japan Japan
Kabushiki Kaisha

May 6, 2004 VirStra i-Technology India
Services Limited

February 2, 2006  Nucleus Software Netherlands
Netherlands B.V.

April 21, 2008 Nucleus Software Ltd. India

Table 14
Un-listed Indian Subsidiary Companies

The Company has two Indian subsidiaries; Nucleus Software
Ltd. and VirStra i- Technology Services Ltd. Both of them
are materially un- listed Indian subsidiary Companies. Their
turnover or net worth (paid up capital and free reserves)
does not exceed 20% of the consolidated turnover or
net worth of the parent Company. The Audit Committee
and the Board of Directors look into the related party
transactions entered into by the Company including those
with the subsidiary companies.

a) Mr. Sanjiv Sarin, independent Director on the Board of
Directors of the Company is a Director on the Board
of Directors of VirStra i- Technology Services Ltd. an
unlisted Indian Subsidiary Company.

b) Mr. Prithvi Haldea and Mr. Sanjiv Sarin, independent
Directors on the Board of Directors of the Company
are Directors on the Board of Directors of Nucleus
Software Ltd. an unlisted Indian Subsidiary Company.

c) The Audit Committee of the Company reviews the
financial statements, in particular, the investments
made by VirStra i- Technology Services Ltd. and
Nucleus Software Ltd. the unlisted Indian Subsidiary
Companies.

d) The minutes of the Board meetings of both VirStra i-
Technology Services Ltd. and Nucleus Software Ltd.
the unlisted Indian Subsidiary companies are placed at
the Board meeting of the Company.
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5. General Shareholder Information

¢ Date of incorporation

9th January, 1989

¢ Registered Office

33-35, Thyagraj Nagar
Market
New Delhi- 110003 India

¢ Corporate Office

A-39, Sector 62
Noida, 201307 India

¢ Date and time of Annual
General Meeting

July 11,2012, 11.30 a.m

¢ Venue of Annual General
Meeting

Sri Satya Sai International
Centre, Pragati Vihar,
Lodhi Road,

New Delhi-110003

* Date of Book Closure for
AGM

July4to 11,2012
(both days inclusive)

* Financial Calendar for the financial year 2012-13
(tentative and subject to change)

Financial reporting for :

Tentative dates

September 30, 2012

The first quarter ending between
June 30, 2012 July 20-31, 2012
The second quarter ending | between

October 20-31, 2012

The third quarter ending
December 31, 2012

between
January 20-31, 2013

Share Transfer Agents

The year ending between
March 31, 2013 April 20- 30, 2013
* Listing on Stock Exchanges | Scrip Symbol/Code
National Stock Exchange of | NUCLEUS
India Limited (NSE)
w.e.f. December 19, 2002
Bombay Stock Exchange 531209
Limited (BSE)
w.e.f. November 6, 1995
¢ International Securities INE096B0I1018
Identification Number
* Registrars of Company & Karvy Computershare

Private Limited

Plot No. 17-24, Vithal
Rao Nagar, Madhapur,
Hyderabad-500 081

Tel: 040-23420815-18
Fax: 040-23420814
mailmanager@karvy.com

The annual fees for 2012-13 have been paid to all the Stock
Exchanges. In absence of any trading activity, the Company
applied for voluntary delisting of shares from Madras Stock
Exchange Ltd. and was granted the same w.e.f. September,

2011.
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(i)

Dividend payment date :

The Board has recommended a final dividend of ¥ 2.50 per share to the shareholders. The dividend, if approved at the Annual
General Meeting, will be payable to Members whose names appear on the Register of Members of the Company on July 4, 2012,
being the first day of Book-Closure and to those whose names appear as beneficial owner in the records of National Securities
Depositories Ltd. and Central Depository Services (India) Ltd. on close of business as on July 03, 2012.

Market Price data on NSE & BSE for the financial year 2011-12

NSE BSE

Month High Low Total Volume High Low Total Volume

) ® ® ®
April’l | 115.00 85.00 1,310,798 115.25 84.75 613,075
May’l | 95.80 80.05 1,209,855 96.60 80.05 446,502
June’l | 88.95 78.70 743,573 89.35 76.70 251,666
July’I'l 87.00 73.20 519,879 86.20 73.60 128,885
August’l | 75.65 60.15 387,775 74.90 60.20 128,320
September’| | 73.20 60.00 306,425 72.45 60.35 111,202
October’l | 77.30 62.25 350,022 76.90 64.45 122,925
November’l | 74.80 59.55 387,793 77.00 60.00 173,021
December’l | 69.90 55.45 864,788 71.45 55.65 257,995
January’12 73.95 60.20 373,592 74.00 60.50 118,365
February’l2 80.45 63.75 1,449,375 80.65 66.65 677,953
March’[2 71.70 60.50 349,202 72.00 61.00 138,066
Total Shares traded during the year 8,253,077 3,167,975

Tablel5

The equity shares of the Company are traded in “Group B”
category on the Bombay Stock Exchange Ltd.

The equity share of the Company is a constituent of the
Small Cap Index on Bombay Stock Exchange Ltd.

Share Transfer System

The Company’ssharesare currently traded in dematerialised
form; transfers are processed and approved in the
electronic form by NSDL/CDSL through their Depository
Participants.

The Share Transfer and Shareholders’ Grievance Committee
is authorised to approve transfer of shares, which are
received in physical form, and the said Committee approves
transfer of shares as and when required.

The Company obtains from a Company Secretary in
practice, a half —yearly certificate of compliance with the
share transfer formalities as required under Clause 47 (c) of
the Listing Agreement and files a copy of the certificate with
the Stock Exchanges.

(iii) Dematerialization of Shares

Shares of the Company are under compulsory
dematerialization (“Demat”) category and can be traded

only in electronic form. The Company has De-materialised
31,995,987 shares (98.80 % of the paid up share capital) as
at March 31, 2012.

The procedure for converting the shares in dematerialized
mode is as under:

*  Share certificate(s) along with Demat Requisition Form
(DRF) is to be submitted by the shareholder to his
Depository Participant (DP)

*  DP processes the DRF and generates a unique number
viz. DRN.

* DP forwards the DRF and share certificates to the
Company's Registrar & Shares Transfer Agent.

* The Company's Registrar & Shares Transfer Agent
after processing the DRF confirm or reject the request
to the Depositories.

* Upon confirmation, the Depository gives the credit to
shareholder in his/her depository account maintained
with DP.

The process of dematerialization takes around |5 days
from the date of receipt of DRF by the Registrar & Shares
Transfer Agent of the Company.
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Since the trading in the shares of the Company can be done only in electronic form, it is advisable that the shareholders who have
the shares in physical form get their shares dematerialized.

(iv) Electronic Clearing Services (ECS)/National Electronic Clearing Services (NECS) facility

The divided remittances to shareholders happen predominantly through ECS / NECS as per the locations approved by RBI from time
to time. If the shareholders are located at any of the ECS/NECS centers and have not registered their ECS/NECS, they may forward
their ECS/NECS mandate to their depository participant if the shares are held in demat form, or to the Company/Registrars, if the

shares are held in physical form, immediately.

(v) Shareholding Pattern of the Company as at March 31, 2012

Category As on March 31, 2012
Share Share Share
Holders Holding Holding
(%)

Promoter and Promoter Group 9 18,601,866 57.44
Public Share Holding

Mutual Funds 13 3,505,827 10.83

Foreign Institutional Investors 3 1,360,039 4.20

Individuals 16,954 7,229,972 22.32

Bodies Corporate 462 992,179 3.06

Overseas Corporate Bodies/Non Resident Indians/Clearing Members Trusts 512 693,571 2.15
TOTAL 17,953 32,383,454 100.00
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(vi) Distribution of Shareholding

As on March 31, 2012 As on March 31, 2011

No. of Equity Share Holders Shares Share Holders Shares
Shares Held
From To (No.) % (No.) % (No.) % (No.) %
| 100 10,603 59.06 485,880 1.50 10,888 56.94 498,697 1.55
101 200 2,601 14.49 445,824 1.38 2,873 15.02 497,725 1.54
201 500 2,396 13.35 855,170 2.64 2,892 15.12 1,011,596 3.12
501 1,000 1,324 7.37 1,009,676 3.12 1,457 7.62 1,069,590 3.30
1,001 5,000 834 4.65 1,780,607 5.50 826 4.32 1,674,768 5.17
5,001 10,000 102 0.57 741,594 2.29 98 0.51 690,998 2.13
10,001 and above. 93 0.51 27,064,703 83.57 89 0.47 26,939,150 83.19
TOTAL 17,953 100.00 32,383,454 100.00 19,123 100.00 32,382,524  100.00
Table 17
(vii) Depository Receipts / Global Depository Receipts / PARENT COMPANY

Warrants

As on March 31, 2012, the Company has no American
Depository Receipts/ Global Depository Receipts/ Warrants
or any such convertible instruments outstanding and there
is no likely impact on the Company’s Equity Shares in the
financial year 201 1-12.

(viii) Employee Stock Option Plans (ESOP)

(ix)

Your Company has four Employee Stock Option Plans
prevalent in the organisation. During the year, the Company
allotted 930 equity shares to employees, in pursuance of
the stock options exercised by them in July 201 1.

Locations

Nucleus servicesiits clients through a network of international
offices. At the year-end Nucleus has wholly owned
subsidiaries in India, Japan, Netherlands, Singapore, U.S.A,
and branch offices in Dubai (UAE) and London (UK).

Nucleus operates state-of-the-art Software Development
Centers at Noida (U.P) and Chennai (Tamil Nadu). The
Noida Centre is under the Software Technology Park
Scheme of the Government of India.

A Subsidiary, VirStra i- Technology Services Limited operates
a Development Centre at Pune (Maharashtra) under the
Software Technology Park Scheme of the Government of
India.

A wholly-owned subsidiary, Nucleus Software Limited
(NSL), was incorporated in April 2008 in India, for facilitating
business through operations in a Special Economic Zone.
The registered office of Nucleus Software Limited is in
New Delhi. The subsidiary acquired 17.41 acre of land in
the Mahindra World Special Economic Zone, Jaipur and
acquired the status of Co-Developer for the above land
along with Mahindra World City, Jaipur Ltd. (MWCJL) in
FY 11. The parent Company i.e. Nucleus Software Exports
Ltd., received the approval to set up a unit at 2,063 sq.
meters and commenced operations from this facility in
August 201 | .

Nucleus Software Exports Ltd.

Registered Office

33-35, Thyagraj Nagar Market
New Delhi-110 003

India

A-39 Sector 62
Noida-201 307
India

Corporate Office

SUBSIDIARIES

Nucleus Software Solutions Pte. Ltd.
300, Tampines Avenue-5#05-05,
Tampines Junction

Singapore-529653

Nucleus Software Japan Kabushiki Kaisha
Marunouchi Building 23rd Floor,

4-1 Marunouchi 2 Chome, Chiyoda-ku,

Tokyo 100-0005

Japan

Nucleus Software Inc.

3086 Congressional Office Park,

Suite 10, Kendall Park, NJ 08824

USA

Nucleus Software Netherlands B.V.
Strawinskylaan 921 Tower A

(World Trade Center) 1077 XX
Amsterdam

Netherlands

VirStra i- Technology Services Limited
Marisoft |, 6th Floor, Marigold Premises,
Vadgaon Sheri

Pune 411 014

India

Nucleus Software Ltd.

Plot No. IT-A-017,

Mahindra World City (Jaipur) Ltd.
IT/ITES Special Economic Zone
Jaipur 302 037

India

STEP-DOWN SUBSIDIARY

VirStra i- Technology (Singapore) Pte Ltd
300, Tampines Avenue-5

#05-05, Tampines Junction

Singapore 529 653
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Branch Offices in India

A. Mumbai
Wellington Business Park
405-408,4th Floor,
Near S.M Centre,
Marol Naka, Andheri Kurla Road
Andheri (East)
Mumbai 400 059

B. Chennai
Plot No. 38,
Building No. 40,
Il Main Road
Ambattur Industrial Estate Ambattur
Chennai 600 058

Branch Offices in Overseas Locations

A. London (UK)
Nucleus Software Exports Ltd.
29th Floor, | Canada Square
Canary Wharf
London E14 5DY,
UK

B. Dubai (U.A.E)
Nucleus Software Exports Ltd
Office #305, EIB Building # 05,
Dubai Internet City (DIC),
Dubai, U.A.E.

(x) Investor Correspondence may be addressed to:
The Company Secretary
Nucleus Software Exports Ltd.,
33-35, Thyagraj Nagar market
New Delhi-110003.
India
Tel: +91-(120)-403 1400
Fax: +91-(120)-4031672
Email: investorrelations@nucleussoftware.com

(xi) Other General Shareholder Information

The other mandatory and additional information of interest
to investors is voluntarily furnished in a separate chapter
“Shareholders’ Referencer” of this Annual Report.

(xii) CEO/CFO Certification

As required by Clause 49 of the listing agreement, the CEOQ/
CFO certification is provided as Annexure B to the report
on Corporate Governance, in this Annual Report.

(xiii) Secretarial Audit

The Company has always advocated and practiced best
principles of Corporate Governance. In order to strengthen
the internal processes of the secretarial department of your
Company, an assignment was given for a comprehensive
Secretarial Audit for the calendar year 201 |, to a professional
Company Secretary firm. The audit confirmed that your
Company was materially compliant with all the applicable
provisions of the Companies Act, 1956, Depositories Act
1996, Listing Agreements with all the stock exchanges where
the Company is listed, all the applicable guidelines, rules
and regulations of the Securities & Exchange Board of India
(SEBI). The Auditor also made certain recommendations
for adopting Best Practices, which are being implemented.
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This secretarial audit is a voluntary initiative undertaken by
the Company and has been in existence for the past few
years. Certificate obtained in this regard has been published
as Annexure A to this Report on Corporate Governance.

(xiv) Declaration as required under Clause 49(i)(D)(ii) of
the Stock Exchange Listing Agreement

All Directors and Senior Management personnel of the
Company have affirmed compliance with the code for the
financial year ended March 31, 2012. A declaration to this
effect signed by the Managing Director has been published
as Annexure C to this report on Corporate Governance.

(xv) Green Initiatives by the Ministry of Corporate Affairs,
Government of India

Responsible corporate citizenship has been a part of the
Company’s core values and the driving force for many of
our initiatives. Nucleus believes that responsible investments
in this regard will generate long term value for all our
stakeholders by improving competitiveness and reducing
risk.

The Company whole-heartedly supported the ‘Green
Initiative’ of the Ministry of Corporate Affairs, Government
of India enabling electronic delivery of documents to the
shareholders at their e-mail addresses registered with
the Depository participants/Registrar & Share Transfer
Agent. The Company sent relevant communication to the
shareholders by email in the previous year 2010-11. This
year also the Company is actively pursuing this initiative by
sending Annual Reports in a soft copy form.

Compliance with Non-Mandatory Requirements of Clause
49 of the Listing Agreement

Compliance Certificate on the Corporate Governance
from the Auditors

Clause 49 of the Listing Agreement mandates us to obtain
a certificate from either the statutory auditors or practicing
Company secretaries regarding compliance of conditions of
Corporate Governance as stipulated in the Clause and annex the
certificate with the Directors’ report, which is sent annually to
all our shareholders. We have obtained a certificate to this effect
and the same is given as Annexure C to the Directors’ report.

The Clause further states that the non-mandatory
requirements may be implemented as per our discretion. We
comply with the following non-mandatory requirements:

a. Remuneration Committee

We have instituted a Remuneration Committee, which
recommends the remuneration payable to Directors and
Senior Management. A detailed note on the committee has
been provided under ‘Remuneration Committee’ in this
Report on Corporate Governance.

b. Shareholder Rights

The Clause states that a half-yearly declaration of financial
performance including summary of the significant events
in the last six months, may be sent to each household of
shareholders.

*  We communicate with investors regularly through
e-mail, telephone and face-to-face meetings in investor
conferences, Company visits or during road-shows.
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We also leverage the Internet in communicating with
our investor base.

* The announcement of quarterly/annual results is

followed by :

o Media interations, wherein business television
channel in India telecasts discussions with our CEO.

o Earnings conference calls are conducted after
announcement of quarterly/annual results wherein
the Management updates investor community on
the progress made by the Company and answers
their queries. The audio as well as the transcript
of the call is uploaded on the website www.
nucleussoftware.com for investors’ information.

o  During the year, the Company also initiated the
practice of sending results via email to all its
shareholders who have valid e-mails ids registered
with their Depository Participants (DP).

o The Company also sends an instant alert of the
results, to all those who register themselves on
the corporate website.

o Highlights of the results along with a comparison
with previous quarters/years, all financial press
releases, information on Board of Directors, FAQ
for shareholders and other related information on
corporate governance etc. are also available on
the Company website.

Audit Qualifications

There is no audit qualification in the Company's financial
statements for the year ended March 31, 2012.

Training of Board Members

The Company believes that it is in the best interest of the
Company to train the Board members :

* in the business model of the Company
*  risk profile of the business parameters of the Company,

* their responsibilities as Directors, and the best ways to
discharge them.

Training of Board Members conveys the knowledge
and understanding needed in order to be effective as a
member of the Board of Directors.

*  The Management makes comprehensive presentations
on business model, regulatory updates, new initiatives,
business scenario, Company positioning etc. and also
sends relevant material to the Board on an overview of
latest happenings in the corporate world.

*  During the past years Directors have been attending
training programmes conducted by reputed
institutions on Corporate Governance Orientation,
Ethical Decision Making, strategic planning etc. These
programmes helped in providing an appreciation of
what makes effective board members, their roles
and responsibilities, especially in the context of the
regulatory environment, stakeholder objectives as well
as social responsibilities.

Mechanism for Evaluating Non-Executive Board
Members

There is a formal Policy for Board Performance Evaluation
which suggests process for evaluation of the performance
of both the Board and individual Directors. The purpose of
the Policy is :

* To ensure the overall performance evaluation process
of Directors

¢ Maximize strengths and identify and address the
weaknesses.

* Maintain an energised, proactive and effective Board.

A reputed, independent external facilitator conducted the
formal Board performance evaluation during the year 2010-
I 1. The process was conducted over a period of time with
clear guidelines and focus. The facilitator attended a few
Board meetings, took inputs from each Director and also
from certain members of the senior management while
carrying out the performance evaluation. The result of the
assessment was discussed with the Chairman who then
presented the assessment and recommendations if any, to
the other members of the Board.

Whistle Blower Policy

The Company has instituted a Whistle Blower Policy,
a mechanism for employees to report concerns about
unethical behavior, actual or suspected fraud, or violation of
our code of conduct or ethics policy. The Policy provides the
opportunity to every Nucleite to raise his or her concern,
by name or on an anonymous basis on alleged breaches of
internal or external regulations or other irregularities.

A detail on the Whistle Blower Policy has already been
provided in the Disclosures section earlier in this Report on
Corporate Governance.

Code for Prevention of Insider Trading

Based on the requirements under SEBI (Prohibition of
Insider Trading) Regulations, 1992, as amended from time
to time, there exists a Code of Conduct for prevention of
Insider Trading in the Company. During the year SEBI issued
a notification on August 16, 201 |, mandating disclosures of
share-holding by the promoters and promoter group at
the time of becoming the promoter or part of promoter
group and at the time whenever there is a change in the
shareholding of such persons in excess of the limits specified.
This was included in the Company’s Code of Conduct for
prevention of insider trading by the way of an amendment
brought about during the year.

Secretarial Standards

The Institute of Company Secretaries of India (ICSI), one
of the premier professional bodies in India, has issued
secretarial standards on board meetings, general meetings,
payment of dividend, maintenance of registers and records,
minutes of meetings, transmission of shares and debentures,
passing of resolution by circulation, affixing of common seal,
forfeiture of shares and Board's report. While they are non-
mandatory in nature, the Company endeavours to comply
with them.
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SECRETARIAL AUDIT CERTIFICATE

To the Board of Directors
Nucleus Software Exports Limited

We have examined the statutory records and documents of Nucleus
Software Exports Limited (“the Company”) for the calendar year
ended 3Ist December 2011 in light of the provisions specified
herein:-

I. The Companies Act, 1956 and the Rules made under there
under;

2. The Depositories Act, 1996 and the Regulations and Bye-laws
framed there under ;

3. The following Regulations and Guidelines prescribed under the
Securities and Exchange Board of India Act, 1992 (‘SEBI Act’):

(@) The Securities and Exchange Board of India (Substantial
Acquisition of Shares and Takeovers) Regulations, 1997
r/w Securities and Exchange Board of India (Substantial
Acquisition of Shares and Takeovers) Regulations, 201 I;

(b) The Securities and Exchange Board of India (Prohibition of
Insider Trading) Regulations, 1992;

(c) The Securities and Exchange Board of India (Employee
Stock Option Scheme and Employee Stock Purchase
Scheme) Guidelines, 1999 and

(d) The Securities Contracts (Regulation) Act, 1956 (‘SCRA)
and the Rules made thereunder ; and

(e) TheEquity Listing Agreements with Bombay Stock Exchange
Limited and National Stock Exchange of India Limited.

Based on our examination and verification of the documents along
with exerting reliance upon the Legal Due-Diligence Report from,
an eminent Delhi based Law Firm, produced to us and according to
the information and explanations given to us by the Company, we
report that:-

The Company has, in our opinion, materially complied with the
provisions of the Companies Act, 1956 and the Rules made there
under along with various circulars and notifications issued from time
to time and also the provisions contained in its Memorandum and
Articles of Association with regard to:

(a) Maintenance of various statutory registers and documents and
making necessary entries therein;

(b) Closure of the Register of Members;

(c) Forms, returns, documents and resolutions required to be filed
with the Registrar of Companies;

(d) Service of documents by the Company on its Members, and the
Registrar of Companies;

(e) Notice of Board meetings and Committee meetings of
Directors;

(f) The meetings of Directors and Committees of Directors
including passing of resolutions by circulation;

(g) The conduction of Annual General Meeting;

(h) Minutes of proceedings of General Meetings and of Board and
other meetings;
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Annexure A

(i) Approvals of the Members, the Board of Directors, the
Committees of Directors and government authorities, wherever
required;

(i) Constitution of the Board of Directors / Committee(s) of
directors and appointment, retirement and re-appointment of
Directors including the Managing Director;

(k) Payment of remuneration to the Directors including the
Managing Director;

() Appointment and remuneration of Auditors;

(m

=

Transfers and transmissions of the Company’s shares, and issue
and delivery of duplicate certificates of shares;

(n) Declaration and payment of dividends;

(o) Transfer of certain amounts as required under the Act to the
Investor Education and Protection Fund;

(p) Investment of the Company’s funds including inter corporate
loans and investments and loans to others;

(q) Form of balance sheet as prescribed under Part | of Schedule VI
to the Act and requirements as to Profit & Loss Account as per
Part Il of the said Schedule;

(r) Generally, other applicable provisions of the Act and the Rules
made under that Act.

We further report that:

(@) The Directors have complied with the requirements as
to disclosure of interests and concerns in contracts and
arrangements, shareholdings and directorships in other
companies and interests in other entities;

(b) The Directors have complied with the disclosure requirements
in respect of their eligibility of appointment and compliance with
the code of Conduct for Directors and Management Personnel;

(c) There was no prosecution initiated against or show cause
notice received by the Company and no fines or penalties were
imposed on the Company during the year under review under
the Companies Act, SEBI Act, SCRA, Depositories Act, Listing
Agreement and Rules, Regulations and Guidelines framed under
these Acts against the Company,

Further we report that the Company has complied with the
provisions of the Depositories Act, 1996 and the Bye-laws framed
under that Act by the Depositories with regard to dematerialisation
/ rematerialisation of securities and reconciliation of records of
dematerialised securities with all securities issued by the Company.

We further report that:

(@) the Company has complied with the requirements under the
Equity Listing Agreements entered into with the Bombay Stock
Exchange Limited and the National Stock Exchange of India
Limited with regard to the following:-

*  Closure of transfer books and fixation of record date

. Compliances relating to approval of quarterly and annual
results



(b)

Notifying the change in directorate of the company
Submission of Shareholding pattern

Payment of Annual Listing Fees to BSE and NSE and
custodial fees to NSDL and CDSL

Maintenance of minimum level of public shareholding

Appointment of Company Secretary as Compliance
Officer

Compliances regarding Corporate Governance Intimation
regarding agreements entered into with media companies

Maintenance of a functional website of the Company

Generally, other applicable provisions of the Listing
Agreement with reference to the Company

the Company has complied with the provisions of the Securities
and Exchange Board of India (Substantial Acquisition of Shares
and Takeovers) Regulations, 1997 with regard to the following:;

Requisite periodic and continual disclosures of shareholding
or voting rights

Maintenance of statutory register of requisite disclosures

Generally, other provisions of law as applicable upon the
Company

(c) the Company has complied with the provisions of the Securities
and Exchange Board of India (Prohibition of Insider Trading)
Regulations, 1992 with regard to the following:

C)

Initial Disclosures and Annual disclosures by concerned
person

Framing of Code of Conduct for Insider Trading and Code
of Conduct for Corporate Disclosures.

Generally, other provisions of law as applicable upon the
Company

the Company has complied with the provisions of the Securities
and Exchange Board of India (Employee Stock Option Scheme
and Employee Stock Purchase Scheme) Guidelines, 1999 with
regard to implementation of Employee Stock Option Scheme,
grant of Options and other aspects.

For P. Kansal & Associates
Company Secretaries

Sd/-

Priyanka Kansal
Propritor

CP No. 10667
Date: April 29, 2012
Place: New Delhi
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@ Nucleus Software Exports Limited

CERTIFICATION BY MANAGING DIRECTOR AND CHIEF FINANCIAL
OFFICER OF THE COMPANY PURSUANT TO CLAUSE 49(V)
OF THE LISTING AGREEMENT

Annexure B

We, Vishnu R. Dusad, CEO & Managing Director and Pramod K. Sanghi, President — Finance & CFO, of Nucleus Software Exports Limited
(“the Company”), to the best of our knowledge and belief, certify that:

I. We have reviewed the financial statements for the quarter and year ended March 31, 2012 alongwith its schedules and notes on accounts,
as well as the cash flow statements;

2. These statements do not contain any untrue statements of a material fact or omit to state a material fact necessary to make the statements
made, in light of the circumstances under which such statements were made, misleading with respect to the statements made;

3. These financial statements, fairly present in all material respects the financial condition, results of operations and cash flows of the company
as of, and for, the periods presented in this report, and are in compliance with the existing accounting standards and applicable laws and
regulations;

4. Based on our knowledge and information, no transactions entered into by the Company during the period, which are fraudulent, illegal
or violative of the Company’s code of conduct.

5. Weare responsible for establishing and maintaining internal controls for financial reporting and we have evaluated the effectiveness of the
internal controls systems of the Company pertaining to financial reporting and have disclosed to the Auditors and the Audit Committee of
the Company’s Board of Directors, deficiencies in the design or operation of internal controls and steps proposed to be taken to rectify
these deficiencies.

6. We have disclosed, based on our most recent evaluation, to the Company’s Auditors and the Audit Committee of the Company’s Board
of Directors:

a. Significant changes in internal control over financial reporting during the period;
b. There are no significant changes in accounting policies during the period; and

c. There are no instances of significant fraud of which we have become aware and the involvement, therein, of the management or an
employee having significant role in the Company’s internal control system over financial reporting.

Sd/- Sd/-
New Delhi Vishnu R. Dusad Pramod K. Sanghi
April 29, 2012 CEO & Managing Director President- Finance & CFO

DECLARATION BY CEO & MANAGING DIRECTOR PURSUANT TO
CLAUSE 49(I)(D)(ii) OF THE LISTING AGREEMENT

Annexure C
I, Vishnu R. Dusad, CEO & Managing Director of Nucleus Software Exports Limited (“the Company”) confirm that the Company has adopted a
Code of Conduct (“Code”) for its Board members and senior management personnel and the Code is available on the Company’s website.

|, further confirm that the Company has in respect of the financial year ended March 31, 2012, received from its Board members as well as
senior management personnel affirmation as to compliance with the Code of Conduct.

Sd/-
New Delhi Vishnu R. Dusad
April 29, 2012 CEO & Managing Director
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