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AUDITORS' REPORT

TO THE MEMBERS OF
NUCLEUS SOFTWARE NETHERLANDS B.V.

1.

We have audited the attached Balance Sheet of NUCLEUS SOFTWARE
NETHERLANDS B.V. as at 31 March, 2011, the Profit and Loss Account and the
Cash Flow Statement of the Company for the year ended on that date, Lboth
annexed thereto. These financlal statements are the responsibility of the
Company's Management. Our responsibility is to express an opinlon on these
financial statements based on our audit.

We conducted eur audit In accordance with auditing standards generally
accepted in India. Those standards require that we pian and perform the audit
to obtain reasonable assurance about whather the financial statements are fres
af material misstatements. An audit includes examining, on a test basis,
evidence suppoerting the amounts and disclosures In the financial statements. An
audit aléo Includes assessing the accounting principles used and significant
estimates made by Management, as well as evaluating the averall financial
statement presentation. We believe that our audit provides a reasonable basis
for our opinion.

Further, we report that:

R we have obtained all the Information and explanations, which to the best
of our knowledge and bellef were necessary for the purposes of our
audit;

b, in aur opinion, proper books of account have been kept by the Company

so far as appears from our examination of thase books;

o the Balance Sheet, Profit and Loss Account and Cash Flow Staternant
dealt with by this report are In ag reement with the bocks of account;

d. in our opinion, the Balance Sheet, Profit and Loss Account and Cash Flow

Sratement dealt with by this report comply with the accounting standards
referred to in sub-section (3C) of section 211 of the Companies Act,
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B; in our opinion and to the best of pur information and according to the
explanations given Lo us, the sald accounts give a true and fair view In
conformity with the accounting principles generally accepted in India:

I; in the case of the Balance Sheet, of the state of affairs of the
Company as at 31 March, 2011,

i, in the case of the Profit and Loss Account, of the loss of the
Company for the yvear ended on that date; and

i, in the case of the Cash Flow Statemant, of the cash flows of the
Company for the year ended on that date,

For DELOITTE HASKIMS & SELLS
Chartered Accountants
{Registration No, 015125M)
/]
# T /]
;" iR 111.(;:'-.41('{71!.
e
JITENDRA AGARWAL
Partner
Membearship No, 87102
GURGAON, 27 April, 2011



Muclaus Software Nethedlands B.V.
Balsice Sheet as at 31 Merch 2011
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The Schedules referred to abave form an Integrad part of he Balanoe Sheet

In terms of aur repart attached

For DELOITTE HASKINEG k SELLE
Chartered Accourtants
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VISHNU i DiASAD
Genecal Managing Director
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Nietheus Softwere Metharlapds 8.V,
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Hucleus Softwars Matherlands B,V
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Mucleus Software Hotherlands B.Y.
Schedules forming jpart of the Balance Shoet
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Mucleus Software Metherlands 8.V,
Bchedules farming part of the Dalance Shooi
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Mucieus Spitware Nethertands BV,
Schedwles foyming part of tie Profit and Loss Accauni
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Nucieus Software Netherlands B.V.
Schedules forming part of the accounts

Schedule 11: Significant accounting policies and notes to the accounts

i

(i)

(ii}

(i)

Background

Nucleus Software Netherlands B.Y. ['the Company’) was incorporated on
3 February 2006 in Netherlands. The Company’s entire share capital is held by Nucleus
Software Exports Ltd,, India ("the holding Company').

Significant accountin g policies
Basis of preparation

The financial statements are prepared under the historical cost conventian on thie
accrual basis, in accerdance with the Indian Generally Accepted Accounting Principles
("GAAP*) and mandatory accounting standards as specified in the Companies
(Accounting Standards) Rules, 2006. All income and expenditure having a matarial
wearing on the financial statements are recognised on the accrual basis. Accounting
policies have been consistently applied except where a3 newly Issued accounting
standard If initially adopted or a revision to an Existing accounting standard requires a
change in the accounting policy hitherto In use. Management evaluates all recently
issued or revised accounting standards on an ongaing basis,

The Company's net worth is fully eroded in current year, However, the directors
consider that it is appropriate to prepare these accounts on the going concern basis in
view of the continued financial support from its holding company. Accerdingly, these
accounts are belng prepared on a geing concern basis, that is the assets and liabilities
are recorded on the basis that the Company will be able to realise its assete and
discharge its liabilities in the narmal course of business,

The financial statements have been prepared for the purpose of compliance with the
provisions of Section 212 of the Companies Act, 1956 and Balance Sheet have been
restated to Indian rupees at exchange rate prevailing on the last day aof the financial
vear and the Profit and Loss Account and Cash Flow Statement has been restated on
the average exchange rate of financial vear.

The functional currency of the Campany |s Euro, The transtation from Euro to Indian
rupees. s unaudited.

Uze of estimates

The preparation of financial statements in conformity with the geperally accepted
accounting principles requires management to make estimates and gssumptions that
affect the reported amounts of assets snd liabllities, disclosure of contingent assets
and liabilities at the date of the financial statements and the reported amounts of
revenues and expenses during the reporting period. Actual resuits could differ from
these estimates. Any change In estimates are atjusted prospectively.

Fixed assets
Flued assets are stated at the cost of acquisition including Incidental costs related to
acquisition and installation. Fixed assets under construction, advances paid towards

acquisition of fixed assets and cost of assets not put to use before the year end, are
disclosed as capital work-in-progress.

JIs



Nucleus Software Netherlands B.v.
Schedules l’nrrnillg part of the accounts

(iv)

(v}

(wi)

(vii)

Depreciation

Depreciation on fixed assets is provided on the stralght-line method based an useful
lives of respective assets as estimated by the management. Depreciation i charged on
d pro-rata basis for assets purchased / sold during the year, Assets costing less than
Rs. 5,000 are fully depreciated in the yvear of purchase,

The management's estimates of the useful lives of the various fixed assets in use are
&z follows;

!_Asslt category Usaful life (in years) |
Office equipment 5
Computers 4
Furniture and fixtures 5

Earnings per share

Basic earnings per share are computed using the weighted average number of equity
shares outstanding during the year. Diluted earnings per share Is computed wsing the
weighted average number of equity and dilutive equivalent shares outstanding during
the year, except where results are anti-dilutive. (See note 7)

Income Laxes

Income taxes are accrued In the same period the related revenue and expenses arise,
The differences that result between the taxable profit and the profit as per the financial
statements are identified and thereafter deferred tax assets or deferred tax labilities
are recorded as timing differences, namely the differences that ariginate in ane
accounting period and reverse in another, based on the tax effect of the aggregate
amount being considered. The tax effect |5 calculated on the acoumulated Liming
differences at the end of an accounting period based on prevailing enacted ar
substantaally epacted ragulations. Where there is unabsorbed depreciation or carry
forward losses, deferred tax assets are recegnised only to the extent thers is virtual
cartainty of reallsation of such ascets, [n ather situations, deferred tax assets are
recognised anly to the extent there is reasonable certainty of realisation in future,
Such assets are reviewed at each balance sheet date for realisability.

Impairment

Management pericdically assesses using external and internal sources whether there is
an indication that an asset may be impaired, Impairment occurs where the carrying
value exceeds the present value of future cash flows expected ta arise from the
continuing use of the asset and its eventual dispasal. The impairment loss to be
expensed ts determined as the excecs of the carrying amount over the higher af the
asset’'s net sales price or present value as determined above, &n impairment ioss is
reversed only ta the extent that the assets carrying amount doss not exceed the
carrylng amount that would have been determined net of depreciation or amdartization,
if no impairment loss had been recoqnized,
k



Nucleus Software Netherlands B.V,
Schedules forming part of the accounts

(viii) Contingencies

The Company recognises a provision when there ja present obligation a5 a result of 2
past event and it is probable that it would involve an cutliow of resources and a
reliable estimate can be made of the amount of such cbligatien. Such provisions are
not discounted to their present value and are determined based on the managament's
astimation of the abligation required to settle the ecbiigation at the balance sheat date.
These are reviewed at each balance sheet date and adjusted to reflect management’s
current estimates,

A disciosure for a contingent liability Is made where it is more likely than nol that a
present obligation or possible obligation may result in or Involve an autflow of
resources, When no present or possible obligation exists and the possibility of an
outfiow of resources |s remaote, no disclosure is made.,

3. Segment Reporting
Based on the guiding principles stated in Accounting Standard 17 - “Segment
Reporting” as specified in the Companies {Accounting Standard) Rules, 2006, the
Company does not have any reportable segment information as required to be
disclosed by this statement, Accordingly, no additional disclosure for segment
reparting has been made In the financial statements.

4. Related party disclosures

a) List of related parties where control exists

Holding Company:
- Nucleus Software Exports Ltd,

b} Other related parties with whom transactions have taken place during the
year

Felfow Subsidiary Company:
- Mucleus Software Singaporé Pre Litd,

Key managerial personnel:
Vishnu R Dusad (General Managing director)

c) Transactions with related partias:
Year anded Year ended Year ended Year anded
31 March 31 March 31 March 31 March
2011 2010 2011* 2010%
(Eura) (Euro} (Rupees (Rupees

Unaudited) Unaudited)
Software development, services and products
i Mucleus Software Exports 173,047 . 10,4945, 847 -
Lid,

I, Advances
Mucleus Software Exporis i 5,332 . 355,882
Lkd.

iii. Issue of share capital
Mucleus Software Exports 100,000 100,000 6,037,000 5,687,000
Lkd,
* Refer note 2{i) above 1



Nucleus Software Metherlands B.V.

Schedules forming part of the accounts

d)

Outstanding balances as at year end
As at As at As at As at
31 March 31 March 31 March 31 March
2011 2010 2011+ - 2010*
{Euro) {Euro) {Rupees {Rupees
Unaudited) Unaudited)
s Sundry Creditors
Nucleus Software Exports 195, 806 14,432 12,374 939 B?2,270
Lid.
i, Advance From Fellow
subsidiary
MNucleus Software Solutions 100,000 6,320,000 -
Pie Lid.
* Refer note 2{i) above
Auditors Remuneration ;
Year ended Year ended Yearended Yearended
31 March 31 March 31 March 31 March
2011 1010 2011* 2010*
{Euro) { Eura) (Rupeses {Rupees
Unaudited) LUnaudited)
Aladik fes 1,187 g27 71,659 55,301

* Refer nobe 2(i) above



Mucleus Software Netherlands B.V,
Schedules forming part of the accounts

7.

The following are the aggregate amounts incurred
required to be discpsed under Schedule VI to the

Salaries and allowances
Contribution to provident and
other funds

Staff welfare

Legal and professional charges
Conveyance

Comrmunication

Rent

Repair and maintenance -
othears

Trawvelling

Power ard fluel

Advertisement and business
promotiomn

Commission to channe! partner
Fates and taxes

Cost of software purchased far
delivery to clients

Bank Charges

Miscellaneous expenses

Total

* Refer note 2(1) above

Earnings per share

LO5s aiter tax

Weighted average number
of equity shares used in
calculating basic earnings
per share

Loss per sharo

Companies Act, 1956:

an certain specific expenses that are

Year ended Yearended Yearended Yearended
31 March 31 March 31 March 31 March
1'.111_ 2010 2011* 2010*
{Euro) {Euro) (Rupees (Rupses
Unaudited) Unaudited)
71,688 54,769 4,337,805 3,662 403
4,467 3,439 269, 672 229,966
3,264 854 197,048 57,107
70,832 50,043 4,282,165 3.346 375
303 1,113 18,292 74 436
3,094 3,041 186,784 203,352
21,357 17,711 1,269,322 1,184,335
- 3,351 - 224,081
17,608 18,523 1,062,995 1,238,633
443 470 26,744 31,429
2,214 7440 133,659 497,513
a7.081 - 2,238,580 -
482 B3 29 098 42 061
173,047 - 10,446,847 -
2,485 2,221 150,623 148,514
[ 1,945 N 37,490 130,062
409 096 165,549 24,597,124 11,070,261
Yearended Year ended Yearended Yearended
31 March 31 March 31 March 321 March
2011 2010 2011* 2010%
(Euro) {Eura) (Rupees [(Rupees
Unaudited) Unaudited)
163,541 167,044 9,872,969 11,170,232
3,767 2,328 3. 767 2,329
(43.41) (71,72 [2,620.91) (4,796.15)

I\



Nucleus Software Netherlands B.V.
Schedules forming part of the accounts

10.

No provision for tax has been made In view of the losses in the current year, as at 31
March 2011, the Company has unabsorbed losses, In view of absence of virtual certainty
of realisation of unabsorbed tax losses, no deferred tax asset has been recognised by
the Company as st 31 March, 2011,

The Company has incurred a loss of Eurg 163,541 (Rs. 9,872,969 during the vear and
has accumulated losses of Eura 450,636 (Re. 27,224 .991) as at 31 March, 2011
resuiting in erosion of its net worth as at 31 March, 2011 and that the Campany's
current llabilities exceed its current assets by Euro 55,086 (Re. 3,481,435) as at the
vear end. The accounts of the Company have been prepared on the basis that the
Lompany Is 8 going concern. However, having regard to the accum ulated Iosses of the
Company which have eraded the net worth of the Company, the ability of the Company
to continue as a going concern is significantly dependent an the improvement of the
Company’s futuré aperations and continued financial support from its Halding Company.
The Holding Company has confirmed to provide such financial support as and when a
need arises.

The accounts do not include any adjustments relating to the recoverability and

classification of recorded asset amounts and the classification of liabilities that might be
necessary should the Company be unable to continue as a going concern.

Previous vear figures have been regrouped/ reclassified wherever necessary to make
them comparable with the current year figures.

For Nucleus Software Netherlands B.V !

VISHNU R DUSAD
General Managing Director

Place: Nolda
Date: 23- affil, 2ol



