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Independent Auditors’ Report

To,
The Members of ISGN Fulfillment Services, Inc
Report on the Financial Statements

We have audited the accompanying financial statements of ISGN Fuifiliment Services, Inc
(‘the Company’), which comprises of the Balance Sheet as at 31% December 2015, the
Statement of Profit and Loss and cash flow statement for the year ended on that date and a
summary of significant accounting policies and other explanatory information.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation of these financial statements that give a true
and fair view of the financial position, financial performance and cash flows of the Company
in accordance with the accounting principles generally accepted in India. This responsibility
includes the design, implementation and maintenance of internal control relevant to the
preparation and presentation of the financial statements that give a true and fair view and
are free from material misstatement, whether due to fraud or error. :

Auditor’s Responslbl!ity

Our responsibility is to express an opinion on these financial statements based on our audit.
We conducted our audit in accordance with the Standards on Auditing issued by the Institute
of Chartered Accountants of India. Those Standards require that we comply with ethical
requirements and plan and perform the audit to obtain reasonable assurance about whether
the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditor’s
judgement, including the assessment of the risks of material misstatement of the financial
statements, whether due to fraud or error. In making those risk assaessments, the auditor
considers internal control relevant to the Company’s preparation and fair presentation of the
financlal statements in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the
entity’s internal control. An audit also includes evaluating the appropriateness of accounting
policies used and the reasonableness of the accounting estimates made by management, as
- well as evaluating the overall presentation of the financial statements,

We believe that the audit evidence we have 9&@%33&‘5@% fficient and appropriate to provide
a basis for our audit opinion, “ %, )




Opinion

In our opinion and to the best of our information and according to the explanations given to
us, the financial statements give a true and fair view in conformity with the accounting

principles generally accepted in India:

i) in the case of balance sheet, of the state of affairs of the Company as at 31
December 2015;

fi) in the case of the statement of profit and loss account, of the loss of the Campany for
the year ended on that date; and

{ii} in the case of cash flow statement, of the cash flows of the Company for the year
ended on that date.

Other Matter

The Indian Rupee amounts are presented in the accompanying financial statements solely for
the convenience of the reader and have been translated on the basis described in Notes to
Accounts, The translation from US Dollars (USD) to Indian Rupee (INR) is unaudited.

For ASCA and Associates
Chartered Accountants
FRN: 0155158

Ashish Kumar Jaiin,;.-.jj__'-,—‘f;r_:\“-.._;
Partner
M No: 235485

Place: Bangalore
Date: 26.04.2016
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ISGN Fulfillment Services, Inc ‘ ;
Notes to financial statements for the year ended- 31 December 2015

P

1. Significant accounting policies =
1.1 Background

ISGN Fulfillment Services Inc., Pennsylvania USA (hereinafler referred as “the Company”), part of' the
CFCL Technologies Limited group of companies, is in the business of providing loan fulfiliment
solutions. The portfolio of services offered include broker price opinions, closing and settlement
services, valuation services, morlgage processing services including underwriting services, flood and
title certification, home retention and loan modification solutions, and vendor management solutions for
residential mortgage lenders. '

1.2 Basis of preparation

These financial statements are prepared under the. historical cost convention, in accordance with
Generally Accepted Accounting Principles in India (“IGAAP™) on accrual basis, IGAAP compriscs -
accounting standards as prescribed by the Companies (Accounting Standards) Rules 2006, the
provisions of the Companies Act, 2013 (to the extent notified) and the Companies Act, 1956 (to the
extent applicable). Accounting policies have been consistently applied except where a newly issued
accounting standard is initially adopted or a revision to an existing accounting standard requires a
change in the accounting policy hitherto in use.

These financial statements have been presented in United States Dollar, the functional currency of the
Company

1.3 Use of estimates

The preparation.of financial stalements in conformity with IGAAP requires the use of management
estimates and assumptions that affect the amounts reporied. These estimates are based on historical
experience and information that is available to management about current events and actions that the
Company may take in the future. Significant items subject to estimates and assumptions include the
useful lives of fixed assets, evaluation of impairment of fixed assets, identifiable intangible assets and
goodvwill, provision for income tax and deferred tax, vattation .of the stock options granted and
valuation of the assets and liabilities acquired in business combinations, contingencies and the
allowance for doubtlul accounts receivable and advances, The estimales also includes the business plan
and future projections of the operations of the Company based on which the enterprise value and value
of common stack as at year end has been arrived at and used to analyse indicators of impairment, if any.
Due to the inherent uncertainty involved in making estimates, and it the future projection fails to
materialize, the actual results including analysis of probable impairment could differ from these
estimates.

1.4 Going concern assumption

The Company has accumufated losses of USD 30,422,666. Further, the Company has also incurred loss
of 1,225,002 during the current year and its current liabilities arc more than the current assets as at the
balance sheet date by USD 2,018,901, Based on the business plans of the Management and the letter of
continued financial support provided by the ultimate holding company, for at least over a period of one
year from the balance shect date, these financial statements do not include any adjustiments relating to
recoverability and classification of assets and liabilitics that may be necessary if the Company is unable
to continue as a going concern,




ISGN Fu-lﬁllmcn‘t Services, Inc
Notes to linancial statements for the year ended 31 Deceniber 2015

1.5 Revenue recognition

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

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

Revenue [rom (ransaction services and other service contracts is recognized based on transactions
pracessed,

The Company also derives its revenues from knowledge process outsourcing services, provided either
on time and material, fixed-price fixed-time frame and unit-price basis. Revenue with respect to time-
and-material contracts is recognized as the related services are rendered and revenue from the end of the
last billing to the balance sheet date is recognized as unbilled revenue, The Company’s fixed price
contracts include application maintenance and support services, on which revenue is recognized ratably
over the period in which the services are rendered. Revenue with respect to other fixed price contracts,
where therc is no uncertainty as lo measurement and collectability of consideration, is recognized on a
percentage of completion basis. The input (cost expended) method has been used because management
considers this to be the best available measure of progress on these contracts as there is a direct
relationship between input and productivity. When there is uncertainty as to measurement or ultimate
collectability revenue recognition is postponed until such uncertainty is resolved.

Revenues from unit-priced contracts are recognized as transactions are processed based on objective
. measures of outpul. Cost and earnings in excess of billings are classified as unbilled revenue while
billing in excess of cost and earnings is classified as deferred revenue.

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

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

1.6 Fixed assets and depreciation

Fixed asscts arc stated at historical cost less accumulated depreciation and impairment losses if any.
Cost comprises of purchase price and any direetly attributable cost of bringing the asset to its working
condition for its intended use.

Depreciation on fixed assets is provided on the straight-line method over the estimated useful lives of
the respective assels. Pro-rata depreciation is provided on all lixed asscts purchased and sold during the
year. Depreciation on assets has been provided at the rales based on the iollowmg useful lives of fixed
assets estimated by the Management;

e o o o/,




ISGN Fulfitlment Services, Inc :
Notes to finaneial siatements for the year ended 31 December 2015

Asset description : Useful life .
Compuler equipment and accessories 3 years

Office equipment S years

Furniture and tixtures 5to 7 years
Vehicles . 5 years

Lease hold improvements are depreciated over their estimated useful fife or the reminder of the primary
lease period whichever is shorter.

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

1.7 Intangible assets
Intangible assets comprise of goodwill and computer software,

Goodwill that arises on an amalgamation or on the acquisition of a business is presented as an
intangible asset. Goodwill arising from amalgamation is measured at cost less accumulated amortisation
and any accurnulated impairment loss. Goodwill arising on acquisition of a business is measured at cost
less any accumulated impairment loss. Goodwill arising on consolidation or acquisition is not amorlized
but tested for impairment atleast annually or as circumstances warrant at the reporting unit level. If
impairment is indicated, a write-down to fair value (normally measured by discounting estimated future
cash flows) is recorded. . g

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

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

it




ISGN Fulfiilment Services, Inc
Noles to financial statements for the year ended 31 December 2015

1.8 Retirement and other employee henefits

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

1.9 Employee stock compensation costs

The Company has not issued any shares/ stock options on its shares. The holding company has,
however, issued stock options on its own shares to certain employees of the Company. The cost of such
stock options has not been cross charged by the Parent to the Company. In accordance with Guidance
Note on Employee Share Based Payments issued by the Institute of Chartered Accountant of India
("ICAI™), the Company accounts for such stock options based on based on the grant date Fair value of
the options granted to employees and makes appropriate disclosures in its financial statements.

Employee stack compensation costs for stock options are recognized as employee benefit expenses in
accordance with the guidance note on “Accounting for Employee Share-based Payments” issued by the
Institute of Chartered Accountants of India, based on the grant date fair value of the options granted to
employees. The fair value of the options is estimated on the date of grant using the Black-Scholes-
Merton valuation model on the basis of an independent valuation performed and recognized in a graded
manner on the basis of weighted period of services over the vesting period. The expected term of ain
option is estimated based on the vesting tern and contractual term of the option, as well as expected
exercise behaviour of the employee who receives the option. Expected volatility during the expected
term of the option is based on historical volatility, during a period equivalent to the expected tern of the
option, of the observed market prices of the publicly traded equity shares of comparable listed entitics.
Expected dividends during the expected term of the option are based on recent dividend activity. Risk-
frec interest rates are based on the government securitics yield in effect at the time of the grant over the
expected term.

1.10  Income taxes

Current tax

The current charge for income taxes is caleulated in accordance with the relevant tax regulations
applicable to the Company.

Deferred tux

Deterred tax is recognised in respect of timing differences between taxable income and accounting
income i.c. differences that originate in one period and are capable of reversal in one or more
subsequent periods. Deferred tax assets are recognised only if there is virtual certainty supported by
convincing evidence that suflicient future taxable income will be available against which such deferred
lax assels can be realized. Deferred tax assels are reviewed at each balance sheet date and written down
or wrilten-up to reflect the amount that is reasonably/virtually certain to be realized,




ISGN Fulfillment Services, Inc :
Notes to finaneial statements for the year ended 31 December 2015

1.11 Earnings per share

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

1,12 Cash and cash equivalents

Cash and cash equivalents comprise cash in hand and balance in bank in current accounts.

53



ISGN Fulfillment Services, Inc
Notes to linancial statements for the year ended 31 December 2015

1.13 Cash flow statement
Cash fows are reported using the indirect method, whereby net profit/ (loss) before tax is adjusted for
the effects of transactions of a non-cash nature and any deferrals or accruals of past or future cash

receipts or payments. The cash flows from repular operating, investing and financing activities of the
Company are segregated.

1.14 Leases

Where the Company is the lessee

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

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

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

1.15 Provision and contingencies

Provision is recognised when, as a result of obligating events, there is a present obligation that probably
requires an outflow of resources and a reliable estimate can be made of the amount of obligation.

The disclosure of contingent liability is made when, as a result of obligating events, there is a possible
obligation or a present obligation that may, but probably will not, require an outflow of resources.

No provision or disclosure is made when, as a result of obligating events, there is a possible-obligation
or a present obligation where the likelihood of an outflow of resources is remote,

Provisions for onerous contracts, i.e. contracts whete the expected unavoidable costs of meeting the
obligations under the contract exceed the economic benefits cxpected to be received under it, arg
recognised when it is probable that an outflow of resources embedying economic benefits will be
required to settle a present obligation as a result of an obligaling event based on a reliable estimate of
such obligation. :

116 Investments
[nvestments are cither classified as current or long-term based on the management's intenlion at the
time of purchase. Current investments are carried al the lower of cost and fair value, determined on an

individual invesiment basis. Long-term investments are carried at cost and provisions recorded to
recognize any diminution, other than temporary, in the carrying value of each investment.
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ISGN Fulfillment Services, Ine
Noles (o the financial statements for {he year ended 31 December 2015

1. Sbare capital

Parliculars Asal Asat Asat
31 December 2015 31 Decemnber 2044 31 becember 2015
(in USD}) {in USD} Canventonce
translation info
Rupees (Hraudited}
Aulhorised
Ordinary shares
1,000,000 (previvns year: 1.000,000) Ordinary shares of ao par value - - -
tssued, subscribed and paid up:
Ordinary shares
400,802 (previaus year: 400,802) Ordinary shaces of no par value 1 !
| i
Revonciliation of the shares outstanding as at the beginning and at the end of the reporling perind
Pariieulars 31 December 2015 31 December 2014
' Numher of shares Amaount Number of shares Anleunt
{in US) ] (in USD)
Ordinary shares
Shares at the beginnivg and end of the year 400,801 e 100,302 I

Rights, preference and restrictions atached Lo ordinary shares
The Conpany has a single dlass of ordinary shaces of no par value. Fach sharcholder is eligble for one vole per share held, The dividend proposed by the Beard of Directors is suliject fo the

approval of the sharcholders in the ensuing Anaual Geveral Meting. The Company has nol proposed any dividend during the cumrent year, Tn Ute evvat of liguidation, the cquily sharchufders ars
<ligible to receive the remaining assets of the Company aflee distribution of all preferential ancunts, in propostion to their sharcholding. .

Shareliolding by the Holding Contpany and ardinary sharcholders halding more than 5 percent of ardinary shares along with (he number of grdinry shares held af the beginning and

at the end of (he year is a5 given below:
Particulars 31 December 2015 31 December 2014

Number of shaves % of share holiling Number of shaves % of shure holilng
15GN Solutivis, Ine, Halding Company 400,802 100% 400,802 100%

Aggregate number of bonus shares Issued, shares issued for consideration ollier than cash and sharcs bought back during the period of five years Immediately preceding the ceparling

date:

Details of shares alfotied pursuant to a contract withont payuerd being received in cash .
Name of the allottes

Number of shares allotted during the year ended
31-Dec-15 31-Dec- 14 31-Dec-13 31-Dec-12 J1-Dee-11

ISGN Solutions, Ine -

Thare has been ro issnance of bonus shares or share buy back during llke Jast five years cided 31 December 2018,

X\&Lﬁb—/&;l il oy




ISGN Fullillnieat Services, Ine

Notes fo the financial statentents for the year ¢nded 31 December 2015

Emplayee stack options

The Board of Lireclors of CFCL Technologies Limiled, an interrediate bolding company, appruved the 2007 Share Option Plan (Plan*) adininistered by compansation connnitiee of ihe Buard of
Directors for granting stock options lo serfain employess of its subsidiaries companics as per Management's discretion. A conuniitee has been coustiruted ta administer the Plan along with the
Board and 1o deteimioe thie grant date fair value which would be the exercise price for such oplions. A tofal of 6,087,498 ordinary drares were reserved for issuance under the Plm.

The fair valug of the ordinary shares has been deteanined by the aranagement on the date of the grant of the steck options fo (he employees pursuant 1o 1he Plan. The fiie valuation has been done
using the Black-Scholes-Mertan valuation model. The stock options sust equally over the period of 4 yeass and Ihe exercise period is 10 years from the date af prant. The stock compensalion <ost
is a componznt of the fair value of the stock options and the numiber of options, which is sevognised a3 employee compeniation cost over the vesting pedod, providud that the siock option holders
continue (o b2 in emnployment ol the Conpany. The employee conipensation cost recognised in the statewsent of profit and loss 1 i USD 6,668 {previons year: USD 10,082} The weightcd average

remaining nseful life of the stuck vptions is 2.77 years (presious year: 842 years).

The intennedinte holding company, ia its Board Mesting held on 19 July 2013, had modified the exercise price of all the outstanding stock oplicas to USD 1.09 10 bring it in line with the fair valie
of the share as af that date, Accordingly, all the existing steck options weee re-priced at USD 1.09. The Conipany had accounted for this CIHII[—!\. in accordance with the Guidanca Note on
“Accaunling for Employve Shate-based Paynears® issued by the Institute of Chartered Accountants of Indla, in the previous year.

The followiny iable details the movenent of optivns under the Plasn mentioned above:

Far the year ended
31 Necentber 1015

For the year ended
31 December 2014

Number Weighted average Number Weighted average
exercise price ciercise price
Oplions nuistanding at the bepinning of the year 16,000 112 159,717 L9
Options paaited during the year Q i 2000 1.4
Option forfeited during the year 38,0009 - 103 145,717.00 1.09
Options exercised during the year - - - +
Options eulsianding at the ¢nd of the year 3.000 LB 16,000 112
Options exercisable at the end ol the year 4453} 12 6,333 169

The estinated weighted average faie vatue of options wanted during the year was USD 0.65 to USE .75 (previous year USI 0.64 10 0.75). This was ealeulated by applyiny the Dlack-Scholes-

Mertan option pricing model with (he followmg fnpits:

Particulars For the year ended For the year ended
31 Decenber 2015 31 December 20[4%
Fair vahue per share (1ISD) 5109 S1.6910 81.26
Exercise price {USD) S1L.O9 §0.92-125%
Average risk-free interest rate 1.25% - 147% 0.36 - 016 %
Cxpected volatility of shace price 0.6585 0.6585
Capected Jite of uptions ganted (in years) 6 6
Expected dividaw yivld Nil il
Fair volue of ke oplivas USN 0.65 to USD 0.75 USD 0.64 10 USD 0.75)

* the muubers in the table have been presented post madification ofithe ESOP scheme,

The Tollowing lable provides details in respect of range of exercise price and weighted average remaining contrxciial life for the options outstaiding as at 31 Iecanber 2015,

Range of exercise price Shares arising out of Weighted average] Weighted averuge
oplions| remalning contractual life exereise price

(LIS

USD 1.69 10 USD 1.26 8,060 1.7 112

The feltowing table provides detads in respect of cange of exerciss pece and weighted average remaining contizetual life for the options nutsiamling as at 31 December 2014,

Range of everelse price

Shares arising oul af,

opfiensf remaining contractuallife exercise price
fLERI)]
342 1.11

Weighted average

Weighted average

USD 0.53

16,000




ISGN Fulfillment Services, Inc

Notes to the financial statenients for the year ended 31 December 2015

3. Reserves and surplus

Particulars As at As at As at
31 December 2015 31 December 2014 31 December 2015
(in USD) {in USD)  Convenicnce translation -
into Rupees (Unaudited)
Securities premium account
At the commencement and at the end of the year 28,722,080 28,722,079 1,900,252,790
Add: Additions during the year - - -
Balance at the end of the year 28,722,080 28,722,079 1,900,252,790
Employee stock oplions outstanding account
Openiug balance 191,658 181,576 12,680,126
Add: Emnployee compensation expense for the year 6,668 10,032 441,155
Closing balance 198,326 191,658 13,121,281
Deficit (debit balance in Statement of Profit and Loss)
Opening balance (29,197,664) (23,713,061) (1,931,717,436)
Add: Net profit / (loss) for the year (1,225,002) {5.484,603) (81,046,138)
Closing balance (30,422,666) (29,197,664) {2,012,763,575)
(1,502,260) {283,927) (99,389,504)

1
\

o -
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ISGN Fulfillmient Services, Inc

Notes to the financial statements for the year ended 31 December 2015

4. Trade payables

Pacticulars As at As at As at
31 December 2015 31 December 2014 31 December 2015
(in USD) (in USD)  Convenience translation
into Rupees (Unaudited)
Trade payables
other creditors 2,063,691 1,370,257 136,533,822
2,063,691 1,370,257 136,533,822
5. Other current liahilities
Particulars As at Asat Asat
31 December 2005 31 December 2014 31 December 2015
(in USD) (in USD}  Convenience transhition
into Rupees (Unaudited)
Accrued expenses 1,861,255 173,472 123,140,602
Payables to related parties (refer Note 22(d)) 15,228,040 7.458,933 1,007,487,526
Advance Received from Cuslomers 307,207 - 20,324,843
Book overdraft 584,323 1,398,635 38,658,798
Other liabilities 10,000 - 661,600
Escrow liability ** 139,748 208,083 9,245,728
18,130,579 9,239,123 1,199,519,096

** Represents gross amounts received from the lenders, pending disbursement to the borrowers.

Wb 5




ISGN Fulfiliment Services, Inc

Notes to the financial statements for the year ended 31 December 2015

6. Short-lerm provisions

Particulars As at Asat Asat
31 December 2015 31 Deeember 2014 31 December 2015
(in USD) ~ (inUSD)  Caonvenience transiation
into Rupees (Unaudited)
Provision for employee benefits
Compensated absences 93,631 82,249 6,194,627
Others
Provision for litigations - 316497 -
93,631 398,746 6,194,627
Litigations.
Particulars As at As at Asat
3t December 2015 31 December 2014 31 December 2015
(in USD) (in USD)  Convenience translition
into Rupees (Unaudited)
Balance at the commencement of the year 316,497 1,330,688 20,939,408
Provision made during the year 100,000 -
Provision utilised during the year 316,497 1,114,191 20,939,409
Balance at the end of the year - 316497 -

Provisions for litigations: This represents provisions made for probable liabitities / claims arising out of pending disputes /
litigations arising out of commercial transactions with vendorsfothers. Above provisions are affected by numerous uncertainties and
management has made efforts to make a best cstimate. ‘Fiming of the outflow of resources will depend upon timing of decision in

CHSES.
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ISGN Fulfillment Services, Inc

Notes to the financial statements for the yeay ended 31 December 2015

8. Long-term loans and advances

Particulars As af As at As at
3! December 2015 31 December 2014 31 December 2015
(in USD) (in USD) Convenience translation
into Rupees (Unaudited)
Unsecured, considered pood
To parties other than related parties
- Securily deposits 50,000 75,000 3,308,000
50,000 75,000 3,308,000
9. Current invesiments
Particulars . Asat As at As at
31 December 2015 31 December 2014 31 December 2015
(in USD) (in USD) Convenience transiation
into Rupees (Unaudited)
Non-frade (quoted)
350 (Previous year 350) Ordinary shares of
StanCorp Financial Group, Inc - 13,075 -
- 13,075 -
10. Trade reccivables
Particulars As at As at Asal

31 December 2015
(in USD)

31 December 2014
{in USD)

31 December 2015

- Convyenjence translation

into Rupees (Unaudited)

Receivables outstanding for period exceeding six months from the date they become due for payment

Unsecured, considered good 89,526 15,127 5,923,014
Unsecured, considered doubtful 1,625,785 1,652,097 107,561,907
Less: Provision for doubtful debts (1,625,785) (1,652,097) (107,561,907)
89.526 15,127 5,923,014
Other receivables . -
Unsccured, considered good- 2,982,922 3,316,726 197,350,13
Unsecured, considered doubtful * 970 91,966 64,192
Less: Provision for doubtful debls, (970) (91,966) (64,192)
2,982,922 3,316,726 197,350,131
3,072,448 3,331,852 203,273,146

~
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ISGN Fulfillment Scrvices, Inc

Notes to the financial stntements for the year ended 31 December 2015

11. Cash and eash equivalents

Particulars As at : As at As at
31 December 2015 31 December 2014 31 December 2015
(in USD) (in USD) Convenlence translation
into Rupees {(Unaudited)
Cash on hand - 104 -
Balances with banks >
In current accounts 1,282,273 1,685,534 84,835,181
In escrow accounis * 139,748 208,083 9,245,728
1,422,021 1,893,721 94,080,909
* Represents pross amounts received from the lenders, pending disbursement to the borrowers.
12. Slmrt-tcrm lean and advances
Particulars As at As at As at
31 Deeember 2015 31 December 2014 ~ 31 Deceniber 2015
(in USD) (in USD) Convenience transiation
into Rupees (Unaudited)
To parties other than related parties (unsecured)
Considered good
- Advance to suppliers - - -
- Security deposils 98,648 73,648 6,526,536
- Other advances 176,331 2,013 11,666,062
Prepaid expense 348,271 - 23,041,617
To related parties (unsecured) -
Considered good - .
- Other advances (refer Note 22(d)) 11,985,951 4,148,984 792,990,490
12,609,201 4,224,645 834,224,706
13. Other cnrrent assets-
Particulars As at As at As at

31 December 2015

31 Dceember 2014

31 Dceember 2015

(in USD) (in USD) Convenience translation

into Rupees (Unaudited)

Unbilled revenue ],165-,330 282,414 71.098,318
1,165,330 282,414 717,098,318 -

s/



ISGN Fulfillment Services, Inc ]
Notes to the financial statements for the year ended 31 December 2015

14, Income fromn loan fulfillment services

Particulars For the year ended For the year ended Year ended
31 December 2015 31 December 2014 31 December 2015
(in USD) (in USD) Convemnience translation

into Rupees (Unaudited)

Income from loan fulfillment services 20,312,149 23,289,314 - 1,343,851,775

20,312,149 23,289,314 1,343,851,775

- 15. Other income

Particulars Ifor the year ended For the year ended Year ended
31 December 2015 31 December 2014 31 December 2015
(in USD) (in USD) Convenicnce iransiation

into Rupees (Unaudited)

Sundry balances written back 199,078 170,000 13,170,973

199,078 170,000 13,170,973




ISGN Fulfillment Scyvices, Ine

Notes to the financial stalements for the year ended 31 December 2615

16. Employee benefits

Particulars

For the year ended For the year ended Year ended
31 December 2015 31 December 2014 31 December 2015
(in USD) (in USD)} Convenicnee transiation

into Rupees (Unaudited)

Salariesand bonus

345,664,042

4 8,247,643 536,845
Contribution to provident fund and other funds 734,106 727,169 48,568,469
Stock compensation expense 6,668 10,082 441,155
StadT welfare including insurance 1,651,338 1,242,758 109,252,511
10,639,755 2,516,854 703,926,176

17, Finance costs

Particulars For the year ended For the year ended Yearended
31 December 2015 31 December 2014 31 December 2015
{in USD) (in USD) Convenience translation
into Rupees (Unaudited)
Bank charges 130,994 100,843 8,666,584
130,994 100,843 8,606,584

18. Other expenses

Particulars

For the year ended For the year ended Year ended
31 December 2015 31 December 2014 31 December 2015
(in USD) (in USD) Convenience fransiation

into Rupees (Unaudited)

Sub-contracting expenses 7,484,448 21,778,498 495,171,057
Power and fiel 260,325 276,242 17,223,087
Rent 971,356 136,817 52,733,056
Repairs and maintenance: -
- compuler equipment 191,023 378,965 12,638,049
- others 70,122 - 4,639,272
- Offiee maintenance - : -
Rates and taxes 238,007 251,931 13,746,554
Bud debts (43) - (2,917
Insurance - 453,866 -
Traveling and conveyance 87,598 68,573 5,795,459
Communication 782,186 1,014,035 51,749,430
Claims expense . .
Consultancey, legal and profcssional charges 421,860 440,091 27,910,229
Sales promation and advertisement 11,316 2,268 748,699
Provision for doubtful debts and advances s 26,852 =
Doubtiul advances written off - - -
Printing and stationery 44,348 95,106 2,934,093
Miscellaneous expenses 115,195 212,856 7,621,334
25,736,100 69:4,927,340

b0

10,503,739
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ISGN Fulfilhment Serviees, Ine
Notes to the financial statements for the year ended 31 December 2015

19, Contingent liabilities and other commitments

. Contingent liabilities:

Claims lodged / suits filed against the Company by customers are as given below. In addition, the
Company is subject to legal proceedings and claims, which have arisen in the ordinary course of business.
The Management does not reasonably expect that these legal actions, when ultimately concluded and
determined, will have a malterial and adverse efiect on the Company's results of operations or financial

condition.

Lawsuit by a customer under United States Bankruptcy Code, claiming all the payments made by the
customer 90 days prior to filing bankruptcy as “avoidable transfer”. ISGN Solutions Inc and ISGN
Fulfillment services have received USD [,360,831 from the customer during this tenure, which is being
contested. The Company’s legal counsel is of the opinion that since the payment received was due (o a debt
incurred in the ordinary course of business, the payment would not amount to an “avoidable transfer”, A
settlement ofter has been made and response from the customer is awaited. The Company’s liability for
this claim is not expected to be material.

20. Leases
Company as a lessce

Operating lease

The Company is obligated under non-cancellable leases for office premises and certain equipments. Future
minimum lease payments are: '

Amount in USD
Yearended Year ended Year ended
31 December 2015 31 December 2014 31 Deccmber 2015

Particulars !
Convenience translation

into Rupees (Unaudited)

i:le(:lrla{er than one 530,836 310,610 35,120,110

Later than one year
and not later than 2,295,208 2,229,278 : 151,850,961

five years

Later than five 354,134 ' 950,900 23,429,505
years

The total rental cxpense recognized under cancellable and non-cancellable operating leases in the statement
of profit and loss for the year ended 31 December 2015 is USD 797,356 (31 December 2014: USD

736,817).



ISGN Fulfillment Services, Inc

Notes to the financinl statements for the year ended 31 December 2015

21. Dues to Micro, Small and Medium Enterprises

The Ministry of Micro, Small and Medium Enterpriscs has issued an office memorandum dated 26 August
2008 which recommends that the Micro and Small Enterprises should mention in their correspondence
with its customers the Entrepreneurs Memorandum Number as allocated after filinig of the Memorandum in
accordance with the ‘Micro, Small and Medium Enterprises Development Act, 2006 (‘the Act).
Accordingly, the disclosure in respect of the amounts payable to such enterprises as at 31 December 2015
and 31 December 2014 has been made in the financial statements based on information received and
available with the Company. Further in view of the Management, the impact of interest, if any, that may be
payable in accordance with the provisions of the Act is not expected to be material. The Company has not

received any claim for interest from any supplier as at the balance sheet date.

(Amount in [ISD)

For the year ended
31 December 2015

For the year ended
31 December 2014

The principal amount and the interest due thereon
remaining unpaid to any supplier as at the end of each
accounting year

The amount of interest paid by the Company along
with the amounts of the payment made to the supplier
beyond the appointed day during the year

The amount of interest due and payable for the period
of delay in making payment (which have been paid but
beyond the appointed day during the year) but without
adding the interest specificd under this Act

The amount of interest accrued and remaining unpaid
at the end of the year

The amount of further interest remaining due and
payable even in the succeeding years, until such date
when the interest dues as above are actually paid to the

small enterprise

-




ISGN Fulfillment Services, Inc
Notes to the financial statements for the year ended 31 December 2015

22. Related party disclosures
List of related parties

#) List of parties where control exists
Ultimate holding company - Chambal Fertilisers and Chemicals Limited

Holding Company - ISGN Solutions, Ine

Companies which exercise control through intermediaries:
CFCL Technologies Limited, Cayman Islands
1SGN Corporation, USA

Subsidiuries .
ISGN Fulfillment Services, Inc., LISA (Arizona) — dissolved effective 12" January 2016

ISGN Fulfillment Agency, LLC, USA (Delaware) -

_ Companies which are wnder contral through intermediaries
Richmond Title Services, LP- dissolved effective from 08 June 2015

b} Key management persomnel
Erik Anderson, Director

¢) Related party transactions
Amount in

USD
For the For the
year year Year ended
ended ended
Particulars 31 :
December  31-Dec-14 31 December 2015
2015
Convenience translation
into Rupees (Unaudited)
Holding company
Sub-contracting expenses 2,581,530 7,682,875 170,794,025
Employee benefit expenses (cross-charped to 705,735 7,514,594 466,542,788
the Company)
Company which cxercises control through
intermediarics '
Employee benefit expenses (reimbursement 1,229,060 335,145 81,314,610

received from ISGN Corporation)

W”J}_ -




ISGN Fulfillment Service

s, Tne

Notes to the financial statements for the year ended 31 December 2015

d) Related party balances

Amount
in USD
As at Asat  Year ended 31 December 2015
Particulars Convenience translation into
dbllsely, stlaety Rupees (Unaudited)
Holding company
Other advances 11,985,951 4,148,984 792,990,518
Other current liabilities (ISGN Solutions) 1,606,598 7,241,235 106,292,524
Company which is under control
through intermedinrics
Other current liabilities (ISGN 13,621 443 217,698 901,195,000

Corporation)

¢) There were no payments made to the key management personnel during the years ended 31 December

2015 and 2014,

23. Segment Reporting

The Company’s business activity falis within a single primary business segment (namely, morigage
processing services) and a single geographical segment (namely, the United States of America).
Accordingly, disclosure requirements under Accounting Standard 17, ‘Segment Reporting’, are not

applicable.

24, Earnings per ordinary share (‘EPS?)

Amount in USD,
except share daia

Year ended

At gt 31December2015

31 Decemnber Convenience transiation into

2015 i1 Lgcomber 2014 Rupees (Unaudited)

Profit / (lass) for the year (1,225,002) (5,484,603) (81,046,132)

"Weighted average number of

ordinary shares considered in 400,802 400,802 400,802

caleutating basic and diluted EPS
1 i < i : 2.
Basic and diluted EPS (3.06) (13.68) (202.45)

There are no potential dilut

ive equity shares.
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ISGN Fulfilinent Services, Ine
Notes to the financiyl statements for the year L‘ildEll 31 December 2015

25, Convenience (ransintion

The books of accounts of the (‘omp any are maintained in US Dudlars (CUSD?) lmnga the cuneney of the
printary ecenomic cnvironment is which it aperates. Supplementary information in Indian Rupaes (INR ) is
provided for convenience only. The balance sheer, siatement of profit and loss, cash How statement i
refated nofes have bheen (mnslated at the vate of 1 USDH = INR 66.16. These numbers are based on
information from the management and have not been audited by ASCA & Assoeintes.

Jor ASCA & Associatey - Jor and on behalf of the Board of Directors of
Chavtered Acconntants i ISGN Fultilment Services, Ine
Firm's registration number; 135138 :
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Asmxh Kuar U.i n Amit Kothiyal Sl@déu'nr:ip{n Sunrpath
Peartser BDivector Chief Tinancial Officer
Membership number: 235485
Place: Bangalore Place: Bangalore Place: Banpalore
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