SHELESH SINGHVI & CO.

CHARTERED ACCOUNTANTS

Mumbai Office:  E-702, DHEERAJ JAMUNA CO OPERATIVE HOUSING SOCIETY, CHINCHOLI BUNDER
ROAD, MALAD {WEST),
MUMBAI (TEL: 9322676819, 9773756991)

To,

The Board of Directors,
Firstsource Solutions Limited,
Mumbai

We have reviewed the attached balance sheet of Firstsource Business Process
Services LLC (“the Company™) as at March 31%, 2013 and the Profit & Loss account for the
year ended on that date annexed there to. These financial statements are the responsibility of
the Company’s management. These financials are prepared to comply with requirements of
section 212 of Companies Act, 1936,

We conducted our review in accordance with the Standard of Review Engagements
(SRE) 2400, engagements to review Financial Statements issued by the Institute of Chartered
Accountants of India. This standard requires that we plan and perform the review to obtain
moderate assurance as to whether the financial statements are free of material misstatements.
A review is limited primarily to inquiries of company personnel and analytical procedures
applied to financial data and thus provide less assurance than an audit. We have not
performed and audit and accordingly, we do not express an audit opinion.

In our opinion, and to the best of our information and according to the explanations given 1o
us, the said financial statements read with the notes thereon are in conformity with the
accounting principles generally accepted in India:

1) in the case of Balance sheet, of the state of affairs of the Company as at 31 March;
2013.

ii) in the case of the Profit & Loss account, of the loss of the Company for the year
ended on that date.
For Shelesh Singhvi & Co.
Chartered Accountants

Firm Registration No.14792C
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PRAVEENA JAIN
Partner

Membership No: 402256
Place: Mumbai

Date: 7" May, 2013
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Aempunt i Rupees Amount In USD
MNute 31 March 2013F 81 March 20121 31 March 2018] 371 March 2012
EQUITY AND LIABILITIES
Shwrahalders’ Funds
Shara Capiai 3 - - - -
Heserves and Surplus 4 1,600,501 408 1,204,811 134 reAranis 23,184,181
1,200,561 509 1,204.811,134 EEATLAGE 22,1548
Liurer ilabilities
Litngr Cupraed Lisbifties 5 $53.260,181 H72.385.555 17,562,682 17912 882
953,386,181 YPEGRG, 958 17,562,682 17 512,682
L156,851.300 2177207 084 35,733,545 A0, 108 883
P8
has Current Assely
Meon Currand Investimants & 2,077, 5580,89% 2077 .550,888 38,279,362 27 67
Dmtarred Tax Assels, Net 7 FE047 848 74,042 Bag 1,456,072 1456072
156885791 2,155,603,736 39,737,434 727 4%
Current Azzels
Cash and Bark Balances & 347 585 17,983,615 &411 331 281
CGiker Current Asset 4 - 2.8138.713 - 48,148
347,948 20537328 8,411 378,479
L.156,351. 795 2,177,201 064 38 733,845 48,108 803
Signdisant aoeounting poticies 2

The accompanying natae fom | ia 19 form an bvagral pen of the Feancial stafement.
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Satement of Proiit and Loss

for the pear emdpd 37 KMarch 2013

Aimsund In Repees Amaunt In USD
Hulg 013 2012 93 2052

inceme
Enher inenma - N
Expenses
Finance Cost i 295,363 - 18,419 -
{iner Expansas 19 258,762 3ra432 4508 %990

1,244,525 378,432 23,318 8,880
Profi ¢ {Loss) Butore Tasation {1,248,528) (379,452 {23,018} 8,594
Provision for Tazation
Currant tax - - - ~
Frofit / {Loss) Aftar Taxation i1 !2639,5”,255 £379 47 {23,018} i45,880)
Suyrificant acoourting pelicies a
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Firstsource Business Process Services LLO
Cash flow statement

for the year ended 31 March 2013

Sash ffow lrom operating activities

Nat {loss} { profil after taxation

Adjusiments for
Depraciation and ampriisation
Pravision for turent oy
inferasi cosis

interest and dividend income

Operating cash flow bafore changes In working
Changes In working capital

Decroase in Loans and advances, Other Current Assals
{Deurease}/ increase i Other Currant Hablilies

Het changes in working capital
tntome taxes pall

Net cash (used in} / generated from operating activities {A}

Cash Haw from investing activitias

Sale of fized sssen

fvestmant e subsidiary

Procesds fom sale of fvastment in subsidlary, net of
interast and dividend incoma rapeivesd

Net cash genarated from nvesitng activitdes (B}

{ash flow from fnancing activitlss

Aepaymant ol unsegured loan - Oiters
intarest paid

Hat eash used In financing activites (€Y

Amatit in Rupses

Arount s USD

23

20612

2013

2012

{1,745,525)

(379,432}

(23,0183

{8,500}

11,248 595)

{18,2589,750)

AT 435

8,664,525
B,511,545;

PER LT

{380,8004

{5,950}

158,649
{158,5838)

{18,59%9,750)

§4.380

{380,050}

1813

(20.248,275)

2813711

{324,452)

38,800

{373,018}

48,148

{5.8977)

738]

813,711

49,885

48,148

Fi8

Nat decrease In sash and bank balances [£.3%: a5 ]

f2ash and bank bhalances at the beginning of the yaae*

Cagh and bank balancss al the end of the years

{17,835 564)

17,983,615

{284,552

18,288,178

(324, 870)

331,284

{5.244)

338,523

398,05

17583815

8,411

* Relor nnle B for components of cash and oash aqiibaatenty.
AB e our ragort of even date altached.
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Firstsource Business Process Services LLC

Notes to the accounts
as at 31 March 2013

{Currency: In indian rupees)

2.1

2.2

2.3

Background

Firstsource Business Process Services LLC (‘the Company’) was incorporated under the laws
of the State of Delaware on November 25, 2009. The Company is a wholly owned subsidiary
of Firstsource Group USA, inc, incorporated in the state of Delaware, USA {who have the
voting rights in the Company), which is a wholly owned subsidiary of Firstsource Solutions
Ltd, a company incorporate in India. On December 31, 2009, FirstRing (nc, USA, an another
subsidiary of Firstsource Solutions Ltd was merged with the Company.

Significant accounting policies

Basis of preparation

These financial statements of Firstsource Business Process Services, LLC have been
prepared and presented under the historical cost convention on accrual basis of accounting
and accounting principles generally accepted in India. The Balance Sheet and Statement of
profit and loss of the Company have been drawn up in the country of its incorporation {United
States of America) in the terms of United States of Dollar {'USD’). However, for the purpose
of compliance with the requirements of Section 212 of the Companies Act 1956, amounts in
these financial statements have been translated into tndian rupees at the closing rate on
31 March 2013 which is 1 USD = Rs 54.2850. No representation is made that USD amounts
have been, could have been or could be converted into Indian rupees at such a rate.

Use of estimates

The preparation of financial statements in conformity with generally accepted accounting
principles (‘GAAP') in India requires management to make estimates and assumptions that
affect the reported amount of assets and liabilities and disclosures of contingent liabilities on
the date of the financial statements and reported amount of income and expenses for the
year. Management believes that the estimates made in the preparation of financial statements
are prudent and reasonable. Actual results could differ from those estimates. Any revision to
accounting estimates is recognized prospectively in current and future periods.

Revenue recognition

Dividend income is recognized when the right to receive dividend is established.

Interest income is recognized using the time proportion method, based on the underlying
interest rates.




Firstsource Business Process Services LLC

Notes to the accounts
as at 31 March 2013

{Currency: In Indian rupees)

2

2.4

2.5

2.8

Significant accounting policies (Continued)

Fixed assets and depreciation

Fixed assets are stated at cost less accumulated depreciation. Cost includes freight, duties,
taxes and incidental expenses related to acquisition and installation of the fixed assets.
Depreciation on fixed assets is provided, using the straight fine basis, pro rata to the pericd of
use based on management's best estimate of useful lives of the assets (which are shorter
than those prescribed under the Companies Act, 1956) as summarized below:

At o R : 7 Useful e (in years)
Tangible e S
Computers o o 3-4

Individual assets costing upto Rs. 5,000 are depreciated in full in the year of purchase.

Impairment of assets

a) Financial assets

The Company assesses at each balance sheet date whether there is any objective evidence
that a financial asset or company of financial assets is impaired. If any such indication exists,
the Company estimates the amount of impairment loss. The amount of loss for short-term
receivables is measured as the difference between the assets carrying amount and
undiscounted amount of future cash flows. Reduction, if any, is recognized in the statement of
profit and loss. If at the balance sheet date there is any indication that a previously assessed
impairment loss no longer exists, the recognized impairment loss is reversed, subject to
maximum of initial carrying amount of the short-term receivable.

b} Non-financial assets

The Company assesses at each balance sheet date whether there is any indication that a non
financial asset including goodwill may be impaired. If any such indication exists, the Company
estimates the recoverable amount of the asset. If such recoverable amount of the asset or the
recoverable amount of the cash generating unit to which the asset belongs is less than its
carrying amount, the carrying amount is reduced to its recoverable amount. The reduction is
treated as an impairment loss and is recognised in the statement of profit and loss. If at the
balance sheet date there is an indication that a previously assessed impairment loss no
longer exists, the recoverable amount is reassessed and the asset is reflected at the
recoverable amount subject to a maximum of depreciated historicai cost.

Foreign currency transactions

Transactions in foreign currency are recorded at the exchange rate prevailing on the date of
the transaction. Net exchange gain or loss resulting in respect of foreign exchange
transactions settled during the period is, recognized in the statement of profit and loss.
Foreign currency denominated assets and liabilities other than fixed assets at year end are
translated at the year end exchange rates and the resulting net gain or loss is recogniz
the statement of profit and loss. Non Monetary assets are carried at historical cost fé 7




Firstsource Business Process Services LLC

Notes to the accounts
as at 31 March 2013

{Currency: In Indian rupees)

2.7

2.8

Significant accounting policies (Continued)

Taxation

ncome-tax expense comprises current tax {i.e. amount of tax for the period determined in
accordance with the income-tax law) and deferred tax charge or credit (reflecting the tax
effects of timing differences between accounting income and taxable income for the year).
The deferred tax charge or credit and the corresponding deferred tax liabilities or assets are
recognized using the tax rates that have been enacted or substantively enacted by the
balance sheet date. Deferred tax assets are recognized only to the extent there is reasonable
certainty that the assets can be realized in future. The tax liabitity is computed on a
consolidated basis and hence the tax liabilities for the company have been included in the
financial statements of the parent company ie Firstsource Group USA inc. Refunds if any

received are recorded by the company itself since the tax pertaining to those years were paid
by the company.

Provisions and Contingencies

The Company creates a provision when there is present obligation as a result of a past event
that probably requires an outflow of resources and a reliable estimate can be made of the
amount of the obligation. A disclosure for a contingent liability is made when there is a
possible obligation or a present obligation that may, but probably willt not, require an outflow of
resources. When there is a possible obligation or a present obligation in respect of which the
likelihood of outflow of resources is remote, no provision or disclosure is made.

Provisions are reviewed at each Balance Sheet date and adjusted to reflect the current best

estimate. If it is no longer probable that the outflow of resources would be required to settle
the obligation, the provision is reversed.

Contingent assets are not recognised in the financial statements. However, contingent assets
are assessed continually and if it is virtually certain that an economic benefit will arise, the
asset and related income are recognised in the period in which the change ocours.




Firstsource Business Process Services LLC

Notes to the accounts
as at 31 March 2013

(Currency: In indian rupees})

2.9

2.10

2.11

Significant accounting policies (Continued)

Leases

Operating lease

Lease rentals in respect of assets acquired under operating lease are charged off to the
statement of profit and loss as incurred.

Retirement benefits

Contributions payable to the social security, medicare and other employee related

contributions as required under the State of Delaware Law are charged to the statement of
profit and {oss.

Investments

Investments are classified into non-current investments and current investments. Investments
which are intended to be held for one year or more are classified as non-current investments

and investments which are intended to be held for less than one year are classified as current
investments.

Non-current investments are carried at cost less other than any temporary diminution in value,
determined separately for each investment.

Current investments are carried at lower of cost and fair value. The comparison of cost and
fair value is done separately in respect of each category of investment. In case of

investments in mutual funds, the net asset value of units declared by the mutual funds is
considered as the fair value.




Firstsource Business Process Services LLC
Notes to accounts as at 31 March 2013

Amount in Rupees

Amount in USD

31 March 2013

31 March 2012

31 March 2013

31 March 2012

3) Share Capital

Issued, Subscribed and paid up :

A, Details of voting rights holding more than 5% in
the Company

Firstsource Group USA inc {(Holding company}

4} Reserve and surplus

Securities Premium

% of Holding
100

% of Holding
100

Amount in Rupees

Amount in USD

31 March 2013

31 March 2012

31 March 2013

31 March 2012

Balance at the beginning of the year 806,873,071 806,873,071 14,863,647 14,863,647

Add: Premium on shares issued during the year - - - -

Balance at the end of the year 806,873,071 806,873,071 14,863,847 14,863,647

Statement of profit and loss

Balance at the beginning of the year 397,938,064 398,317,495 7,330,534 7,337,524

Add: Net (loss) / profit for the year (1,249,525) (379,432) {23,018} (6,990)

Balance at the end of the year 396,688,538 397,938,083 7,307,517 7,330,534

1,203,561,609 | 1,204,811,134 22,171,163 22,194,181

5} Other Current Liabhilities

Related Party

Advance from Firstsource Group USA, Inc. 953,390,181 972 389,930 17,582,682 17,912,682
963,350,181 972,389,930 17,562,682 17,912,682




Firstsource Business Process Services LLC

Notes to accounts as at 31 March 2013

Amount in Rupees

Amount in USD

31 March 2013

31 March 2012

31 March 2013

31 March 2012

6) Non Current Investments

Trade
Investment in Subsidiary (Unquoted)

10,000 membership units (31 March 2012: 10,000 anits)

2,077,560,942 | 2 077,560,888 38,271,362 38,271,362
of face value of USD 1 each in Firstsource Advantage
2,077,560,842 | 2 077,560,838 38,271,362 38,271,362
7) Deferred tax assets, net
Deferred tax assets on account of:
Business losses carry forward 325,947,736 325,947,736 6,004,379 6,004,379
Accrued expenses (839,7086) {839,708) {15,468) {15,468)
325,108,030 325,108,030 5,988,911 5,988,911
Deferred tax liability on account of:
Depreciation 4,744,833 4,744,833 87.408 87,406
Goodwill and other amortization (250,810,013} (250,810,013) (4,620,245) (4,620,245)
{246,085,181)) (246,065,181) {4,532,839) (4,532,839}
79,042,849 78,042 848 1,456,072 1,456,072
8) Cash and bank balances
Cash and cash equivalenis
Balance with banks:
in current accounts 347,999 2,165,520 6,411 39,892
Other bank balances
In deposit accounts more than three months but iess
than twelve months - 15,818,095 - 291,389
347,999 17,983,615 6,411 331,281
9} Other Current Assets
Accrued Interest - 2613,713 - 48,148
- 2,613,713 - 48,148




Firstsource Business Process Services LLC
Notes to accounts as at 31 March 2013

Amount in Rupees

Amount in USD

Far the year

For the year

For the year

For the year

ended 31 March|ended 31 March|  ended 31 ended 31 March
2013 2012 March 2013 2012
10) Finance Cost
Interest 999 363 - 18,410 -
999,363 - 18,410 N
11) Other Expenses
l.egal and Professional fees - 177,078 - 3282
Bank Charges 250,162 202,354 4,608 3,728
250,162 379,432 4,608 8,980




Firstsource Business Process Services LLC

Notes to the accounts
as at 31 March 2013

12, Leases

The Company does not have any operating leases.

13 Capital commitments

The Company has capital commitments of Rs. Nil as at the balance sheet date.

14 EPS

As the company is incorporated under the laws of the State of New York, USA . As per
Country's laws, company is having voting control & there is no share capital. Earning per
share is not calcutated in the absence of share capital.

15 Contingent liabilities

The Company has no contingent liabilities as at the balance sheet date.

16 Related Party Transactions

Details of related parties including summary of transactions entered into during the year
ended 31 March 2013 are summarized below:

Ultimate Holding company s Firstsource Solutions Lid
Holding Company ®  Firstsource Advantage LLC
Parties With Substantial Interest e  Firsisource Group USA Inc.
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Firstsource Business Process Services LLE

Notes to the accounts
as at 37 March 2013

17 Segmental Reporting

The company has ng separate identifiable ssgment and in accordance with paragraph 4 of
Accounting Slandard 17 "Segment Reporting” prescribed in the companies (Accounting
Standards) Rules, 2008, issued by the cantral government, the Company has presented
segmental information in the consolidated financial stalements {refer note 32 of the
cansolidated financial statements)

18 Micro, Small and Medium scale Busingss entities:

There are no Micro, Small and Medium Enterprises to whom the Company Owes dues, which
are outstanging for more than 45 days during the year and also as at 34sf March 2012, This
information as requirad to be disclosed under the Micro,Bmall and Medium Enterprises
Devsiopments Act,2006 has besn determined to the extent such parties have been identfiad
on the Basis of information available with the Company.

18 Previous year's figures have been anpropriately ragrouped/ reciassified to confarm fo scurrent
year's presentation

As per our report of even date attached,

For SHELESH SINGHYI & €O, For and on behaif of the Board of Directors
Chartered Accountanis

Firr's registration no: 014782C
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Partner gt
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