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Independent Auditors’ Report

To the Members of
Newgen Software Technologies Limited

Report on Financial Statements

We have audited the accompanying financial statements of Newgen Software Technologies Limited (‘the
Company’) which comprise the Balance Sheet as at 31 March 2013, the Statement of Profit and Loss and
the Cash Flow Statement for the year then ended 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 Standards referred to in sub-section (3C) of section 211 of the Companies Act, 1956 (“the
Act™). 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 Responsibility

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 {inancial 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 judgment, including the assessment
of the risks of material misstatement of the financial statements, whether due to frand or error. In making
those risk assessments, the auditor considers internal control relevant to the Company’s preparation and fair
presentation of the financial statements in order to design audit procedures that are appropriate in the
circumstances. 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 fidt the audit evidence we have obtained is sufficient and appropriate to provide a basis for our

audit opi
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In our opinion and to the best of our information and according to the explanations given to us, the
financial statements give the information required by the Act in the manner so required and give a true and
fair view in conformity with the accounting principles generally accepted in India:

(i) in the case of the Balance Sheet, of the state of affairs of the Company as at 31 March 2013;

(ii) in the case of the Statement of Profit and Loss, of the profit for the year ended on that date; and

(iii) in the case of the Cash Flow Statement, of the cash flows for the year ended on that date.

Report on Other Legal and Regulatory Requirements

1. As required by the Companies (Auditor’s Report) Order, 2003 (“the Order”), as amended, issued by the
Central Government of India in terms of sub-section (4A) of section 227 of the Act, we give in the
Annexure a statement on the matters specified in paragraphs 4 and 5 of the Order.

2. As required by section 227(3) of the Act, we report that:

(i) we have obtained all the information and explanations which to the best of our knowledge and
belief were necessary for the purpose of our audit;

(ii) in our opinion, proper books of account as required by law have been kept by the Company so far
as appears from our examination of those books;

(iii) the Balance Sheet, the Statement of Profit and Loss and the Cash Flow Statement dealt with by
this Report are in agreement with the books of account;

(iv) in our opinion, the Balance Sheet, the Statement of Profit and Loss and the Cash Flow Statement
comply with the Accounting Standards referred to in subsection (3C) of section 211 of the
Companies Act, 1956; and

(v) on the basis of written representations received from the directors as on 31 March 2013, and taken
on record by the Board of Directors, none of the directors is disqualified as on 31 March 2013,
from being appointed as a director in terms of clause (g) of sub-section (1) of section 274 of the
Companies Act, 1956.

ForBSSR & Co

Chartered Accountants

Firm Registration No.: 131317W

Sand l}t] /
Place: Gurgaon Partne.

Date: 14 June 2013 Membership No.: 093320
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Annexure fo the Auditors’ report

The Annexure referred to in our report to the members of Newgen Software Technologies Limited (“the
Company’) for the year ended 31 March 2013. We report that:

) @

)

©

(ii) (a)

(b)

()

(iii)

(iv)

)

(vi)

(vii)

The Company has maintained proper records showing full particulars, including quantitative details
and situation of fixed assets.

As explained to us, the Company has a regular programme of physical verification of its fixed
assets by which all fixed assets are verified over a period of two years, which in our opinion is
reasonable having regard to the size of the Company and the nature of its fixed assets. In
accordance with this programme, some of the fixed assets were physically verified by the
management during the year. As informed to us, no material discrepancies were noticed on such
verification.

Fixed assets disposed off during the year were not substantial and, therefore, do not affect the
going concern assumption.

Inventories have been physically verified by the management during the year. In our opinion, the
frequency of such verification is reasonable.

In our opinion and according to the information and explanations given to us, the procedures for
physical verification of inventories followed by the management are reasonable and adequate in
relation to the size of the Company and the nature of its business.

The Company is maintaining proper records of inventory. The discrepancies noticed on verification
between the physical stocks and the book records were not material and have been properly
adjusted in the books of account.

As informed to us, the Company has neither granted nor taken any loans, secured or unsecured, to
or from companies, firms or other parties covered in the register maintained under section 301 of
the Companies Act, 1956.

In our opinion and according to the information and explanations given to us, and having regard to
the explanations that purchase of inventories are for the Company’s specialised requirements and
similarly goods sold are for the specialised requirements of the buyers and suitable alternative
sources are not available to obtain comparable quotations, there is an adequate internal control
system commensurate with the size of the Company and the nature of its business with regard to
purchase of inventories and fixed assets and with regard to the sale of goods and services. We have
neither observed nor have been informed of any instances of major weakness in the internal control
system during the course of our audit.

In our opinion, and according to the information and explanations given to us, there are no
contracts and arrangements, the particulars of which need to be entered in the register maintained
under section 301 of the Companies Act, 1956.

The Company has not accepted any deposits from the public. Accordingly, paragraph 4(vi) of the
Order is not applicable.

According4o the information and explanations given to us, we are of the opinion that the Company
has an i 1 audit system commensurate with the size of the company and nature of its business.

)99/
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Vi)

]

Accordmg 10 the information and explanations givea to us, the Central Government has not,
prescribed maintenance of cost records under rlause (d) of sub-section (1) of section 209 of the

. Companies Act, 1956 in respect of activities of the Company.

(ix) (@) According 1o the information and explanatioss given to us and on the basis of our examination of

the records of the Company, amounts deducted / accrued in the books of account in respect of
undisputed statutory dues including provident fund, employees’ state insurance, income-tax,
wealth-tax, sales-tax, service tax, customs duty and other material statutory dues have been
regularly deposited with the appropriate authorities, though there have been few delays in deposit
of sales-tax and service tax. As explained to us, the Company did not have any dues on account of
excise duty and investor education and protection fund.

According to the information and explanations given to us, no undisputed amounts payable in
respect of provident fund, employees’ state insurance, income-tax, wealth-tax, sales-tax, service
tax, customs duty and other material statutory dues were in arrears as at 31 March 2013 for a
period of more than six months from the date they became payable.

(b) According to the information and explanations given to us, there are no dues of sales-tax, service

)

(xi)

(xii)

(xiii)

(xiv)

(xv)

tax, customs duty, wealth tax and excise duty which have not been deposited with the appropriate
authorities on account of any dispute. The details of disputed income-tax dues that have not been
deposited by the Company as at 31 March 2013 are as follows:

Name of the | Nature of Forum where Amount | Amount paid | Assessment
Statute the dues pending involved* | under protest | year to which
(Rs. lacs) (Rs. lacs) the amount
relates
Income-tax | Income-tax | Commissioner of 2.38 2.38 2004-05
Act, 1961 Income tax (Appeals) 71.06 : 2009-10
Income Tax 16.02 16.02 2008-09
Appellate Tribunal

* amount as per demand orders, including interest and penalty wherever quantified in the order.

The Company does not have any accumulated losses at the end of the financial year. The Company
has not incurred cash losses during the current financial year and in the immediately preceding
financial year.

According to the information and explanations given to us, the Company has not defaulted in
repayment of dues to any bank. The Company does not have any dues payable to any financial
institutions or debenture holders.

The Company has not granted any loans and advances on the basis of security by way of pledge of
shares, debentures and other securities.

According to the information and explanations given to us, the Company is not a chit fund or a
nidhi / mutual benefit fund / society.

According to the information and explanations given to us, the Company is not dealing or trading
in shares, securities, debentures and other investments.

According to the information and explanations given to us, the Company has not given any
guaragffeg for loans taken by others from banks or financial institutions.

%
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(xv}) Iased ca our examination of books of account and according to the information and explanations
gives.io us, the Company has not obtained any terra Ioar. during the year.

(xvii) According to the information and explanations given to us and on an overall examination of the
. Balance Sheet of the Company, we are of the opinion that the funds raised on short-term basis have
not been used for long-term investment.

(xviii) The Company has not made any preferential allotment of shares during the year.
(xix) The Company did not have any outstanding debentures during the year.
(xx)  The Company has not raised any money by public issues.

(xxi) Based on our examination of the books of account and in accordance with the information and
explanations given to us by the management, no fraud on or by the Company has been noticed or
reported during the course of our audit.

ForBSSR & Co
Chartered Accountants
Firm Registration No.: 131317W

Sandqep Ba
Place: Gurgaon Partne.
Date: 14 June 2013 Membership No.: 093320



Newgen Software Technelogies Limited
Balance Sheet as at 31 March 2013

Note As at As at
31 March 2013 31 March 2012
(Rs. kacs) (Rs. lacs)
EQUITY AND LIABILITIES
Shareholders' funds
Share capital 3 967.36 065.57
Reserves and surplus 4 16,175.98 7,554.38
11,143.31 8,519.95
Non-current liabilities
Long-term borrowings 5 - 0.61
long-1erm provisions 6 492.44 39110
492.44 391.71
Current liabilities
Short-term borrowings 7 - 7i3.29
Trade payables 8 552,90 711.95
Othes current liabilities 9 2,491.45 2.082.06
Short-term provisions 6 712.30 426,74
3,756.65 3.934.04
15,392.40 12,845.70
ASSETS
Non-current assels
Fixed assets
- Tangible assets 16 1,156.79 117336
- Intangible assets 11 203.44 220,10
1,360.23 1,399.46
- Capital work-in-progress 287.30 302.32
1,647.53 1,701.78
Non-current investiments 12 759.12 594,57
Deferred tax asset (net) i3 355.08 296.80
{.ong-term loans and advances 14 528.87 499 23
Crher non-current assets 15 30.% 19.89
3,321.56 3,112.27
Current assets
Enventories 16 4,05 9.47
Trade receivables 17 9,902.67 8.807.68
Cash and bank batances 13 954.62 65.12
Short-term loans and advances 14 340.01 281.15
Other current assets 15 869.49 57001
12,070.84 9,733.43
15,392.40 12,845 70
Significant accounting policies 3

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

As per our report of cven date attached
For BSSR & Co

Chartered Accounranis
Firm Registration No.: 131317W

Batr;

Meimbership No.: 093320

Place: Gurgaon
Date: 14 June 2013

For and on behalf of the Board of Directors of

Newgen Software Technologies Limited

run Kumar Gupta
Vice President Finance &

Diwakar Nigam
Managing Director

Place: New Dellu
Date: 14 June 2013

T.8. Varadarajan
Whole Time Director

Place: New Delhi
Date: 14 June 2013

Company Secrelary

Place: New Delhi
Date: 14 june 2013



Newgen Software Technoelogies Limited
Cash Flow Statement for the year ended 31 March 303

For the year ended For the year ended
31 March 2013 31 March 2012
(Rs. lacs) {Rs. lacs)
A. Cash flow from operating activities:
Profit before tax 3,940.06 2,026.20
Adjustments for:
Depreciation and amortisation cxpense 430.02 345.68
Net loss on sale/retiving of fixed asscts 0.86 29.49
Provision for doubtful debts 90.58 147.28
Bad debts written oft 36.99 105.41
Employee steck compensation expense 20.08 -
[ixcess liabilities/provisions no longer required. written back (36.64) (799}
Net unrealised foreign exchanpe fluctuation gamn {200.26) (16198}
Finance costs 155.86 136 46
[nterest income {7.67) (15.96)
Operating profit before working capital changes 4,429.88 2,604.59
Adjustments Tor working capital ehanpes:
(DecreaseYincrease in trade payables (137.56) 11031
Increase in other current liabilities 353.62 319.44
Ingrease in provisions 135.93 G.58
Decrease/(increase) in inventories 542 {0.30)
Increase in trade receivables {1,022.30) {2,755.75)
Increase in loans and advances (96.76) (44.58)
Increase in other current assets and non-current assets {297.07) (112.13)
Cash generated from operating activities 3,371.16 131.14
Income tax paid (895.49) {435.55)
Net cash generated from/(used in) operating activities 2,475.67 (304.41)
B. Cash flow from investing activities:
Purchase of fixed assets (318.35) (456.25)
Sale of fixed assets 3.63 4.21
Investment in subsidiaries (164.55) -
[nterest received 4.183 14.59
Increase in fixed deposits with original maturities greater than 3 months (43.21) (9.22)
[Net cash used in investing activilies {518.30) (446.67)
. Cash flow from financing activities:
Bepayment of long-term borrowings {1.75) (1.62)
Proceeds from short-term borrowings - 707,89
Repayment of short-terin borrowings (713.29) -
Luoan received back from Newpen Employee Trust 6,76 130
Dividend paid (including dividend distributicn tax) (236.87) (119.06)
Finance costs paid (155.94) (136.46)
Net cash (used in)/generated from financing activities {1,101.09) 452.05
Net increase/{decrease) in cash and cash equivalents (A+B+C) 856.28 (299.03)
Cash and cash equivalents at the beginning of the year 55.06 3154.09
Cash and cash equivalents at the end of the year (refer to note 18) 911.34 55.06

Note: The above Cash Flow Statement has been prepared in accordance with ihe 'Indirect method' as set out in the Accounting Standard - 3 on
Cash Flow Statements’ notified by the Companies (Accounting Standards) Rules, 2006.

Significant accounting policies (refer to note 2}
The notes referred to above form an integral part of the financial statements
As per our report of even date attached

ForBSSR & Co
Chartered Accountants
Fgn Registration No - 131317W

-~

N -
Sanddgp B P iwakar Nigam
Parne] Managing Director
Membership No.: 093320

Place: Gurgaon
Date: 14 Jupe 2013

Place: New Delhi
Date: 14 June 2013

For and on behalf af the Board of Direciors of
Newgen Software Technologies Limited

.S.Varadarajan

Whaie Time Direclor

Place: New Delhi
Date: 14 June 2013

\,

MAk

run Kumar Gupta
Vice President Finance
& Company Seoretary

Place: New Delhi
Date: 14 June 2013



Newgen Software Technologies Limited
Notes to the financial statements for the year ended 31 March 2013

Background

Newgen Software Technologies Limited (hereinafter referred to as ‘Newgen’ or the ‘Company’} is a global software
development company and is engaged in the business of designing and delivering end-to-end software solutions
covering the entire spectrum of software services from Workflow Automation to Document Management to
Imaging. Newgen provides a complete range of software that helps automate business processes. Newgen's
solutions enable document intensive organisations/industries such as Finance and Banking, lnsurance and
Government Depariments to improve productivity through better document management and workflow
implementation,

Significant accounting policies

a)

b)

Accounting convention

The financial statements havc been prepared under the historical cost convention, on the accrual basis of
accounting in accordance with the Generally Accepted Accounting Principles (GAAP) in India and comply
with the mandatory accounting standards prescribed by the Companies (Accounting Standards) Rules, 2006,
and the presentational requirements of the Companies Act, 1956, to the extent applicable.

All income and expenditure having a material bearing on the financial statements are recognised on accrual
basis. All assets and liabilities have been classified as current or non-current as per the Company’s normal
operating cycle and other criteria set out in the Revised Schedute VT to the Companies Act, 1956,

Current-non-current classification
All assets and liabilities are classified into current and non-current,

An asset is classified as current when it satisfies any of the following criteria:

i) it is expected to be realised in, or is intended for sale or consumption in, the company’s normal operating
cyele;

ii) it is held primarily for the purpose of being traded;

iti) it is expected to be realised within 12 months after the reporting date; or

iv) it is cash or cash equivalent unless it is restricted from being exchanged or used to settle a liability for at
least 12 months after the reporting date.

Current assets include the current portion of non-current financial assets.

All other assets are classified as non-current.

Liabilities

A liability is classified as current when it satisfies any of the following criteria:

i} it is expected to be settted in the company’s normal operating cycle;

ii} it is held primarily for the purpose of being traded;

iti) it is due to be settled within 12 months after the reporting date; or

iv) the company does not have an unconditional right to defer settlement of the liability for at least 12 months
after the reporting date. Terms of a liability that could, at the option of the counterparty, result in its
settlement by the issue of equity instruments do not atfect its classification.

Current liabilities include current portion of non-current financial liabilities.

All other liabilities are classified as non-current.

Operating cycle
Operating cycle is the time between the acquisition of assets for processing and their realisation in cash or cash
equivalents.




Newgen Software Technologies Limited
Notes to the financial statements for the year ended 31 March 2013

c)

d)

¢}

g)

Use of estimates

The preparation of financial statements in conformity with GAAP requires management to make estimates and
assumptions that affcet the reported amounts of assets and liabilities, 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. Examples of such estimates include provisions of future obligation under employee
retirement benefit plans, estimated useful life of fixed assets, provision for doubtful debts and loans and
advances and provision for income-tax. Actual results could differ from these estimates. Any revisions to
estimates are recognised prospectively in current and future periods.

Tangible fixed assets and capital work-in-progress

Tangible fixed assets (except freehold land which is carried at cost) are stated at cost of acquisition less
accumulated depreciation and impairment loss, if any. Cost of acquisition includes freight inward, duties, taxes
and other directly attributable expenses incurred to bring the assets to their working condition for intended use.

Fixcd assets under construction and cost of assets not ready for use before the year-end, are disclosed as capital
work-in-progress.

Intangible fixed assets

Intangible fixed assets comprising of computer softwares, are staled at cost of acquisition less accumulated
amortization and impairment loss, if any. Intangible fixed assets are capitalized where it is expected to provide
future enduring cconomic benefits. Capitalization costs include license fees and cost of implementation/system
integration services. The costs are capitalised in the ycar in which the software is fully implemented for use.

Depreciation and amortisation

Depreciation on tangible fixed assets is provided on Written Down Value Method at rates specified in Schedule
X1V to the Companies Act, 1956, which in the view of the management represent the estimated useful life of
the fixed assets.

Leaschold land is amortised over the period of lease. Leasehold improvements are being amortised over the
term of the lease agreement or period of three years, whichever is shorter.

Depreciation is calculated on pro-rata basis from the date of additions, except in case of assets costing Rs. 5,000
or less, where each such asset is fully depreciated in the year of purchase. Depreciation on assets sold /
discarded during the year is provided till the date of such sale / disposal.

Intangible fixed assets comprising of computer softwares are amortized over a period of four years on a straight
line basis which represents the period over which the company expects to derive econemic benefits from the use
of these assets.

Impairment of assets

The management assesses at cach Balance Sheet date whether there is any indication that a fixed asset may be
impaired. If any such indication exists, the management 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 to 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 recognized in the Statement of Profit and Loss. An impairment
loss is reversed if there has been a change in the estimates used to determine the recoverable amount.
Impairment loss is reversed only to the extent that the asset's carrying amount does not exceed the carrying
amount that would have been determined net of depreciation or amortisation, if no impairment loss had been
recognised.




Newgen Software Technologies Limited
Notes to the financial statements for the year ended 31 March 2013

h) Investments

i}

1)}

Investments that arc readily realisable and intended to be held for not more than a year from the date of
acquisition are classified as current invesiments. All other investments are classified as long-term investments.
However. that part of long term investments which is expected to be realised within 12 months after the
reporting date is presented under current assets” in consonance with the current/ non-current classification
scheme of revised Schedule VI.

Long-term investments (including current portion thereof) are carried at cost less any other-than-temporary
diminution in value, determined separately for each individual investment. Current investments are carried at
the lower of cost and fair value.

Iaventories

Inventories of stock-in-trade have been valued at the lower of cost and net realisable value. Cost of stock-in-
trade is determined using the first-in-first-out (FIFO) basis.

Revenue recognition

Revenue from sale of licenses for software products is recognised on transfer of title to the custemer, which
generally coincides with dispaich.

When a fixed price sales arrangement contains multiple elements, such as sale of licenses for software products,
and/or implementation services and/or other services, revenue for each element is based on its fair value
identified using residual method, where revenue for sale of licenses for software products is recognised on
transfer of title to the customer, and revenue for implementation or other services is recognized based on
proportionate completion method. Foresecable losses on the completion of contract, if any, are recognized
immediately.

The revenues from fixed price contracts for software development is recognized based on proportionate
completion method and foreseeable losses on the completion of contract, if any, are recognised immediately.

Revenue with respect to time and material contracts is recognized, as related services are performed on a man
month basis,

Revenue from digitization services is recognized as services are rendered to the customer.

Revenue from annual technical service and maintenance contracts is recognised on a pro rata basis over the
period in which such services are rendered.

Amounts received or billed in advance of services performed are recorded as advance from customers/unearned
revenue. Unbilled revenue represents amounts recognized based on services performed in advance of billing in
accordance with contract terms.

Rental income from office equipments given on operating lease is recognised on a straight-line basis over the
lease term which is irrespective of pattern in which benefit derived from the use of the leased asset.

Interest income is recognised on time proportion basis taking into account the amount outstanding and the rate
applicable and where no significant uncertainty as to measurability or collectability exists.

Dividend from investments is recognized when right to receive the payment is established and when no
significant uncertainty as to measurability or collectability exists.




Newgen Software Technologies Limited
Notes to the financial statements for the year ended 31 March 2013

k)

m)

n)

Profit on sale of investments is recorded on transfer of title from the Company and is determined as the
difference between the sales price and the carrying value of the investment.

Foreign currency transactions

Foreign exchange transactions are recorded using the exchange rate prevailing on the date of the transaction.
Exchange differences arising on foreign exchange transactions settled during the year are recognised in the
Statement of Profit and Loss for the year. Monetary assets and liabilities denominated in foreign currencies as at
the Balance Sheet date are translated at the exchange rates on that date and the resultant exchange differences
are recognised in the Statement of Profit and Loss. Non-monetary items denominated in a foreign currency, viz.,
investments are carried at historical cost and are statcd at the exchange rate at the date of transaction.

Leases

Operating leases

Lease arrangements, where the risks and rewards incidental to ownership of an asset substantially vest with the
tessor, are recognised as an operating lease. Operating lease charges are recoghised as an expense in the
Statement of Profit and Loss on a straight-line basis over the lease term.

Provisions, contingent liabilities and contingent assets

A provision is recognised when the Company has a present obligation as a result of a past event and it is
probable that an outflow of resources embodying economic benefits will be required to settle the obligation and
reliable estimate can be made of the amount of the obligation. A contingent liability is disclosed where there is
a possible obligation or a present obligation that may, but probably will not, require an outflow of resources.
The Company does not recognise assets which are of contingent nature. However, if it has become virtually
certain that an inflow of economic benefits will arise, the asset and related income are recognised in the
financial statements of the period in which the change occurs.

Empioyee benefits

Short term employee benefits

All employee benefits payable wholly within twelve months of rendering the service are classified as short-term
employee benefits. Benefits such as salaries, wages, bonus etc. are recognised in the Statement of Profit and
Loss in the period in which the employee renders the retated service.

Post employment benefits

Defined contribution plans

A defined contribution plan i.e. provident fund is a post-employment benefit plan. Contributions payable to the
provident fund are charged to the Statement of Profit and Loss,

Defined benefit plans

The Company's gratuity plan is a defined benefit plan. Present value of obligations under such defined benefit
plan is determined based on an actuarial valuation carried out by an independent actuary using the Projected
Unit Credit Method, which recognises each period of service as giving rise to additional unit of employee
benefit entitlement and measure each unit separately to build up the final obligation. The obligation is measured
at the present value of estimated future cash flows. The discount rates used for determining the present value of
obligation under defined benefit plans, is based on the market yields on Government securities as at the Balance
Sheet date, having maturity periods approximating to the terms of related obligations.

Actuarial gains and losses are recognised immediately in the Statement of Profit and Loss. Gains or losses on
the curtailment or settlement of any defined benefit plan are recognised when the curtailment or settlement




Newgen Software Technologies Limited
Notes to the financial statements for the year ended 31 March 2013

0)

P

Other long-term benefits

Benefits under the Company's compensated absences scheme constitute other long-term employee benefits. The
obligation in respect of compensated absences is provided on the basis of actuarial valuation carried out by an
independent actuary using the Projected Unit Credit Method, which recognises each period of service as giving
rise to additional unit of employee benefit entitlement and measure each unit separately to build up the final
obligation. The obligation is measured at the present value of estimated future cash flows. The discount rates
used for determining the present value of obligation under defined benefit plans, is based on the market yields
on Government bonds as at the Balance Sheet date, having maturity periods approximating to the terms of
related obligations,

Actuarial gains and losscs are recognised immediately in the Statement of Profit and Loss.
Employee stock option based compensation

The Company calculates the employee stock compensation expense based on the intrinsic value method wherein
the excess of intrinsic value of underlying equity shares as on the date of the grant of options over the exercise
price of the options given to employees under the Employee Stock Option Scheme of the Company, is regarded
as employee compensation expense and recognised on a graded vesting basis over the vesting period in
accordance with the "Guidance Note on Accounting for Employee Share-based Payments” issued by the
Institute of Chartered Accountants of India. The Company has set up a trust to administer the ESOP Plan under
which options have been granted to employees.

Segment accounting policies

The accounting principles consistently used in the preparation of the financial statements and consistently
applied to record revenue and expenditure in individual segments are as set out in note 2 on significant
accounting policies. The accounting policies in relation to segment accounting are as under:

i) Segment assets and liabilities

All segment assels and liabilities have been allocated to the various segments on the basis of specific
identification. Segment assets consist principally of fixed assets, capital work in progress, sundry debtors, loans
and advances and service income accrued but not billed. Segment assets do not include unallocated advance
tax, deferred tax assets and other assets not specifically identifiable with a segment.

Segment liabilities include sundry creditors, other liabilities and staff benefits. Segment liabilities do not
include share capital, reserves and surplus, provision for income tax and other liabilities not specifically
identifiable with a segment.

ii) Segment revenue and expenses

Segment revenue and expenses are directly attributable to the segment and have been allocated to various
segments on the basis of specific identification. Segment revenue does not include interest income and
miscellaneous income in respect of non-segmental activities. Segment expenses do not include depreciation on
unallocated corporate fixed assets, tax expense and other expense in respect of non-segmental activities.

iii) Unallocated assets, liabilities, revenue and expenses

Certain assets, liabilities, revenue and expenses are not specifically allocable to individual segments as the
underlying services are used interchangeably. The Company believes that it is not practicable to provide
segment disclosures relating to such assets, liabilities, revenue and expenses and accordingly such assets,
liabilities, revenue and expenses are separately disclosed as ‘unallocated’.




Newgen Software Technologies Limited
Notes to the financial statements for the year ended 31 March 2013

q} Taxation

r)

5)

Income-tax expense comprises current tax (i.e. amount of tax for the year 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 period). The deferred tax charge or credit and the corresponding
deferred tax liabilities and assets are recognised using the tax rates that have been enacted or substantively
cnacted by the Balance Sheet date. Deferred tax assets arc recognised only to the extent there is reasonable
certainty that the assets can be realised in future; however, where there is unabsorbed depreciation or carried
forward losses under taxation laws, deferred tax assets are recognised only if there is a virtual certainty of
realisation of such assets. Deferred tax assets are reviewed as at each Balance Sheet date and are written down
or written-up to reflect the amount that is reasonably / virtually certain {as the case may be) to be realised.

Minimum Alternative Tax (*MAT’Y under the provisions of the Income-tax Act, 1961 is recognised as current
tax in the Statement of Profit and Loss. The credit available under the Act in respect of MAT paid is recognised
as an asset only when and to the extent there is convincing evidence that the company will pay normal income
tax during the period for which the MAT credit can be carried forward for set-off against the normal tax
liability. MAT credit recognised as an asset is reviewed at each balance sheet date and written down to the
extent the aforesaid convincing evidence no longer exists.

Earnings per share

The Company reports basic and diluted earnings / (loss) per equity share in accordance with Accounting
Standard 20, "Earnings Per Share" prescribed by Companies (Accounting Standards) Rules, 2006. The basic
and dilutive earnings / (loss) per share is computed by dividing the net profit / (loss) attributable to equity
shareholders for the year by the weighted average number of equity shares outstanding during the year. Dilutive
earnings per share is computed and disclosed after adjusting the effects of all dilutive potential equity shares, if
any. excepl when the results will be anti-dilutive.

Cash and cash equivalents

Cash and cash equivalents inciude cash in hand, demand deposits with banks, other short-term highly liquid
investments with original maturities of three months or less.
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As at 31 March 2013 As at 31 March 2012
Number Amount Number Amount
of shares {Rs. lacs) of shares (Rs lacs)
3 Sharc capital
Authorised
Equity shares of Rs. 10 each 13,000,000 1,300.00 13,600,000 1,300.00
0.01% Compulsory Convertible Preference Shares of Rs. 10 each 2,000,004 200.00 2,000,000 20000
15,000,000 1,500.00 15,000,000 1,500.00
Issued, subscribed and paid up
Equity shares of Rs. 10 each, fully paid up
At the beginning and end of the year 8,794,800 879.48 8,794,800 879.4%
Lesa: Recoverable from Newgen Employee Trust (refer to note 33} 496,230 49.62 514,130 51.41
8,298,570 829.86 8.280,670 828.07

0.01% Compulsory Convertible Preference Shares of Rs. 10 each, fully paid up
At the beginning and end of the year 1,375,035 137.50 1,375,035 137,50

9,673,605 967.36 9,655,703 965.57

3(a) Terms/rights attached to Equity Shares
The company has one class of equity shares having a par value of Rs. 10 per share. Each shareholder is eligible for one vote per share held. The dividend
proposed by the Board of Directors is subject to the approval of the shareholders in the ensuing Annual General Meeting, except in case of interim
dividend. In the event of liquidation, the equity shareholders are eligible to receive the remaining assets of the Company after distribution of all
preferential amounts, in proporlion to their respective shareholding,

3{b) Terms/rights attached to Preference Shares

During the years ended 31 March 2008 and 31 March 2009, the Company had issued 1,014,785 Compulsorily Convertible Preference Sharcs
(heteinafter referred to as “CCPS™) of Rs. 10 each fully paid up 10 HAV2 (Mauritius) Limited and 360,250 CCPS of Rs. 10 each fully paid up to SAP
AG, at Rs. 295.62 per CCPS. Pursvant to Investment Agreement dated 4 December 2007, among HAY 2 (Mauritius) Limited, the Company, Mr.
Diwakar Nigam and Mr. T.S, Varadarajan (hereinafter collectively referred as the “Promaters™), Ms. Priyadarshini Nigam and Ms. Usha Varadarajan
(hereinafter collectively referred as the “Other Sharchelders™) and Share Subscription Cum Shareholders Agreement dated 7 July 2008, among SAP AG,
the Company, the Promoters, the Other Shareholders and HAV 2 (Mauritius) Limited, the investors shall be entitled to receive dividends on the CCPS in
preference to any dividends on equity shares of the Company, at the rate of 0.01% per annum of the investment amount, pro-rata on a fully diluted share
capital basts, The investors shall also be entitled to participate in any dividends paid on ordinary shares on as-converted basis. The investors have right to
seek immediate conversion of outstanding 0.01% CCPS held by them in the event that either {a) “Liquidity Event’ has not occurred within 5 years
commencing from 13 December 2007 and 10 September 2008 respectively, or (b) ‘Event of Default’, as defined in such Investment Agreement and
Share Subscription Cum Shareholders Agreement. In the event of any liquidation, dissolution or winding up of the Company, the investors shall be
entitled to the preference amount, or in the alternative, receive its proportionate share of the funds and other distributable assets that would be distributed
pro rata among the CCPS holders, equity shaceholders or any other class of shareholders entitled on an as-converted basis. Upon payment of the
complete preference amount on all outstanding investors preference shares, the remaining funds or assets of the Company legally available for
distribution to sharcholders shall be distwibuted pari passu amony the holders of the CCPS and the equity shares on a prorata, on as-converted basts. If’
the Company has insufficient assets to petrnit payment of the preference amount in fulk to all holders of CCPS, the assets of the Company would be
distributed pro rata to the holders of the CCPS in proportion to the preference amount that each of such holder would otherwise be entitled to receive.

Pursuant to Additional Deed of Adherence dated 4 October 2011, among SAPV (Mauritius), SAP AG, the Company, the Promoters, the Othcr

Sharehelders and HAV 2 (Mauritius) Limited, SAP AG transferred 360,250 CCPS of Rs. 10 each fully paid up to SAP (Mautitius) in terms of the Share
Subscription Cum Sharcholders Agreement dated 7 July 2008 read with the relevant provisions of the Articles of Association of the Company.

3{c}  Shareholders holding more than 5% shares of the Company:

As at 31 March 2013 As at 31 March 2012
Number % holding Number % holding
of shares in the shares of shares in the shares
Equity shares of Rs. 1@ each, fully paid up held by:
- Mr. Diwakar Nigam 3,127,500 35.56% 3,127,500 35.56%
- Mr. T.5. Varadarajan 2,654,100 30.18% 2,654,100 30.18%
- Mrs. Priyadarshini Nigam 1,379,000 15.68% 1,379,000 15.68%
- Mrs. Usha Varadarajan 754,720 1.58% 754,720 8.58%
- Newgen Employees Trust* 496,230 5.64% 514,130 5.85%

* represents equity shares issued by the Company to Newgen Employees Trust, for issue of shares under Employee Stock Option Plans.

0.01% Compulsory Convertible Preference Shares of Rs.10 each, fully paid up held by:
- HAV 2 (Mauritius) Limited 1,014,785 73.80% 1,014,785 73.80%
- SAPV (Mauritius) 360,250 26,.20% 360,250 26.20%
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As at As at
31 March 2013 31 March 2012
(Rs. lacs) (Rs. lacs)
4  Reserves and surplus
Capital redemption rescrve
At the beginning and end of the year 87.95 87.95
Securities premium account
At the beginning of the year 3,760.54 3.760.54
Add: On issue of shares to Newgen Employees Trust in earlier years 75.31 -
Add: Transferred from employee stock options outstanding account on 0.69 -
exercise of stock options issued to employces (refer to note 33)
3,836.54 3,760.54
Less: Recoverable from Newgen Employee Trust (refer to note 33) 135.39 65.05
At the end of the year 3,701.15 3.695.49
Employee stock options outstanding (refer to note 33)
At the beginning of the year 3.4 3.44
Add: Employee stock compensation expense 20.08 -
Less: Transferred to securities premium account on exercise of stock 0.69 -
options issued to employces
At the end of the year 22.83 344
General reserve
At the beginning of the year 270.19 165.37
Add: Transferred from surplus in the Statement of Profit and Loss 319.19 104.82
At the end of the year 589.38 270.19
Surplus in the Statement of Profit and Loss
At the beginning of the year 3,497.31 2,441.36
Add: Profit for the vear 3,191.9 1,397.64
Less: appropriations
Proposed dividend on equity shares 439.74 175.90
Dividend distribution tax on proposed dividend on equity shares 74.73 28.53
Proposed dividend on preference shares 69.16 27.91
Dividend distribution tax on proposed dividend on preference shares 11.75 4.53
Transfer to general reserve 39%.19 104.82
At the end of the year 5,774.64 3.497.31
10,175.95 7,554.38
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5 Loeng-term borrowings Non-current portion Current portion #
As at As at As at As at
31 March 2013 31 March 2012 31 March 2013 31 March 2012
(Rs. lacs) (Rs. facs) {Rs. lacs) (Rs. lacs)
From bank:
- Vehicle loan (Secured) * - .61 0.61 1.75
- 0.61 0,61 1.73

* Loan for vehicle is secured by lypothecation of speeific vehicle with fitst and exclusive charge. The loans carry an interest rate of t0.25% per anaum and is
repayable in equal monthly instaltments,

# Current maturities are considered as other current liabilities (refer to note 9).

Note: There is no contining default as on the Balance Sheet date in repayment of loan and interest thereon.

6 Provisions Long-term Short-term
As at As at As at As at
31 March 2013 31 March 2012 31 March 2013 31 March 2012
{Rs. lacs) (Rs. lacs) (Rs. lacs) (Rs. lacs)

Provisicn for employee benefits (refer to note 29)

Provision for gratuity 363.75 250.45 59.75 43.54
Provision for compensated absences 128.69 100.65 57.17 38.79
492.44 391.10 116.92 82.33
Other provisions

Provision for incomne-tax [net of advance tax Rs, Nil (previous year - - - 96.77

Rs. 584 51 lacs)]
Proposed dividend on equity shares - - 439.74 175.90
Dividend distribution tax on proposed dividend on equity shares - - 14.73 28.53
Proposed dividend on preference shares - - 69.16 27191
Trividend distribution tax on proposed dividend on preference shares - - 11.78 4,53
Provision for warranty (refer to note 35) - - - 10.77
- - 595.38 344 41

492.44 391.10 712,30 426,74
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As at As at
31 March 2013 31 March 2012
(Rs. lacs) (Rs. lacs)

7  Short-term borrowings

Loans repayable on demand - from banks (Secured)*
Pre-shipment loans - 358.82
Cash credits - 354.47

- 713.2%

* Loans repayable on demand from banks are secured by way of an exclusive charge created on all present and future current assets#
of the Company and equitable mortgage over certain immavable properties of the Company.

# Current assets has a meaning as per the terms of the related agreement and without considering the changes in definition of
“current” included in Revised Schedule VI

8 Trade payables

Trade payables
- dues to micro and small enterprises

- dues to others 552.90 711.95

552.90 711.95

The Ministry of Micto. Small and Medium Enterprises 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 Entreprencurs
Memorandum Number as allocated after filing of the Memorandum. Based on the information currently available with the
Company, there arc no amounts payable to micro and small enterprises as at 31 March 2013 and 31 March 2012.

9  Other current liabilities

Current maturities of long-term borrowings (refer to note 5) 0.61 1.75
Interest accrued but not due on borrowings - 0.08
Deferred revenue 1,194.13 908.89
Other payables
- employee related payables 970.34 873.02
- statutory liabilities 224.04 25378
- advance {rom customers 19.20 22.78
- dues in respect of purchase/construction of fixed assels 83.13 21.76

2,491.45 2,082.06
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10 Tangible assets

(Rs. lacs)
Asset description Gross block
As &t Additions Deletions/ As at Add Deletions/ As wt
31 March 2011 adjustments 31 March 2012 adjustments 31 March 1013
Freehold land 428 - - 428 - - 4.28
Leasehold land 53.90 - - 53.90 - 14.00 19.90
Buitdings 622.47 - - 62247 - - 622.47
Leaseheld improvements 13310 52 3% 3237 153 08 - - 153.08
Plant and machinery 21777 4780 3533 23024 2521 220 153.25
Furniture and fixtures 18923 1282 - 20208 28.10 080 2219.35
Office equipments 186.46 44 94 2295 208.45 57.81 108 265.1%
Vehicles 11948 - - 11998 - 21,99 97.99
Compuer hardware 883 86 19517 16.75 1,062 28 169.86 - 1.232.14
Assets given on operating lease
Office equipments - 1650 - 16.50 - - 16.50
Total 2,411.08 369.58 107.40 2,673.23 180.98 40.07 2,914.14
Assel description Depreciation
Upta For the year Om deletions/ Upto For the year On deletions/ Upte
31 Mareh 2011 adjnstments 31 March 2012 adjustments 31 March 2013
Freehold land - - - - - - -
Leasehold land 579 0.54 - 633 0.54 - 687
Buildings 164 .50 22,90 - 18746 2175 - 218.21
1.easehold improvements 100 86 17.68 25.66 G288 2331 - a1y
Plant and machinery 12305 1636 2316 11625 1714 1.68 131.71
Furniture and fixrures 125,51 16.46 - 141.97 11.47 070 152.74
Office equipments 8941 17.49 11.40 95,50 19,52 0.67 114.35
Vehicles 88.47 B 16 - 96.63 546 18.53 83.56
Computer hardware 61921 149 41 13,48 755.14 17781 - 932,95
Assels given on operating lease
Office equipments - 1.71 - 1.7 206 - 377
Total 1,516.86 250.71 73.70 1,493.87 285.06 21.58 1,787.35
Asset description Net block
Asat As at
31 March 2012 31 March 2013
Freehold land 428 4.28
Leaseheld land 47.57 3303
Buildings 435.01 4071.26
Leasehold improvements 60.20 36.89
Plant and machinery 17399 121.54
Furmiture and fixtures 60.08 .41
Office equipments 11295 150.83
Vehicles 2335 14.43
Computer hardware 307.14 199,19
Assets given on operating lease
Office equipments 14.79 12.73
Total 1,179.36 1,156.79
Intangible assets
(Rs. iacs)
Asset deseription Grass block
As at Additi Deletions/ As at Additions Deletions/ As at
31 March 2011 adjustments 34 March 2012 adjustments 31 March 2013
Computer software 40338 96.50 - 559.88 128.30 - 688,18
Total 463.38 96.50 - 559.38 12830 - 68818
Aasel description Amortisati
Upto For the year On deletions/ Upto For the year On deletions! Upro
31 March 2011 adjustments 31 March 2012 adjustments 31 March 2013
Computer software 244 81 94.97 - 339.78 144 96 - 484.74
Total 244.81 94.97 - 339.7% 144.96 - 484.74
Asset description Net block
As at Asat

31 March 2012

31 March 2013

Computer softwarg

220.10

203.44

Taotal

220.10

203.44
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As at As at
31 March 2013 31 March 2012
(Rs. lacs) (Rs. lacs)
12 Non-current investments
(valued ar cost unless siated othenvise)
l.ong-term and unquoted investment in equity instruments of wholly owned subsidiaries
Trade investments
6,000 {previous year 6,000) common stocks of USD 200 each, fully paid up 496.75 496.75
of Newgen Software Inc. USA.
1,000,000 (previous year Nil} commeon shares of CAD 0.1 each, fully paid 83.30 -
up of Newgen Sotiware Technologies Canada, Ltd
250,000 {previous year Nil) ordinary shares of SGD 1 ¢ach, fully patd up of 111.25 -
Newgen Software Technologies Pte. Ltd.
661.30 496.75
Other investments
210,000 (previous year 210,000} equity shares of Rs. 10 each, fully paid up 46.50 46.50
ol Newgen Computers Technologies Limited
5,000 (previous year 5,000) equity shares of Rs. 100 each, fully paid up of 51.32 5132
Sundeep Import Fxport Limited
97.82 97.82
759.12 594,57
Aggregate ameunt of unquoted investments 75%.12 594,57
13 Deferrect tax assets (net)
Deferred tax asset on.
Provision for gratutty 132.76 106.78
Provision for compensated absences 55.04 45.08
Bonus payable 1.02 273
Provision for doubtful debts 179.41 171,52
Provision {or doubtful loans and advances 38.05 44.89
406.28 371.00

Deferred tax liability on:
Excess of written down value of fixed assets under Companies Act, 1936 over 5120 74.20
block of asset under Income-tax Act, 1961

51.20 7420

355.08 296.80
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14  Loans and advances Long-term Short-term
(unsecured and considered good, unless stated otherwise) As at As at As at As at
31 March 2013 31 March 2012 31 March 2013 31 March 2012
(Rs. lacs) (Rs. lacs) (Rs. lacs) {Rs. lacs )
Capital advances 5.46 20.00 - -
Security deposits 167.44 107.74 - 492
(ther loans and advances
Eamest money deposits
- considered good - - 23.53 3835
- gonsidered doubtful - - 117.26 117.26
- - 140.79 155.61
Less: provision for doubtful deposits - - {117.26) {117.26)
- - 23.53 3835
Advances 10 vendors
- considered good - - 116 6.65
- considered doubtful - - - 21.11
- - 7.16 27.76
Less: provision for doubtful advances - - - {(21.11)
- - 7.16 6.65

1L.oans to employees 1.26 5.10 11.41 22.00

Advance to employees - - 30.06 109.80

Prepaid expenses - 3.96 119.68 96.84

Advance income tax [net of provision Rs. 2,140.33 lacs 354.71 362.43 - -

{previous year Rs. 652 .58 lacs)]

Balances with statutory authorities - - 98.17 2.59

353.97 371.49 340.01 276.23
528.87 499.23 340.01 281.15
15 Other assets Non-current Current
(Unsecured and considered good. unless stated otherwise) As at As at As at As at
31 March 2013 31 March 2012 31 March 2013 31 March 2012
(Rs. lacs) (Rs. tacs) {Rs. lacs) (Rs. lacs)
Bank deposits not due for realization within 12 months
from the reporting date

- pledged with tax autherities 4.25 4.50 - -

- held as margin money 23.90 13.66 - -
Unbilled revenue - - 866.03 568,96
Interest accrued on deposits 2.81 1.73 3.46 1.05

30.96 19.89 869,49 57001
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27 Conutingent liabilities

Particulars As at 31 March 2013 As at 31 March 2012
{Rs. lacs) (Rs. lacs)

Claims against the Company not acknowledged as debts #
- Income-tax matters 16.02 18.47

# The amounts shown above represent the best possible estimates arrived at on the basis of available information, The uncertainties and
possible reimbursements are dependent on the outcome of the different legal processes which have been initiated by the Company or the
claimants as the case may be and therefore cannot be predicted accurately.

28  Commitments

Capital commitments:
Lstimated amount of contracts remaining to be executed on capital account (net of capital advances) and not provided for in the
financial statements aggregatc lo Rs. 39.09 lacs (previous year Rs. 60.79 lacs).

Other conunitments:
Non-cancellable contractual commitments on account of operating leases and not provided for in the financial statements aggregate to
Rs. 1.128.22 lacs (previous year Rs. 601.66 lacs).

29  Employee benefits
a) Defined contribution plan
The Company makes contribution towards employees’ provident fund scheme. Under this scheme, the Company is required to
contribute a specified percentage of payroll cost, as specified in the rules of this scheme, to this defined contribution scheme, During the

year, the Company recognised Rs. 332.94 lacs (previous year Rs. 291.20 lacs) as expense towards contribution to this plan and included
in "Employee benefits expense” in Note 23.

b) Defined benefit plan

Gratuity scheme - This is an unfunded defined benefit plan for qualifying employees. The scheme provides for a lump sum payment to
vested employees at retirement, death while in employment or on termination of employment. Vesting occurs upon completion of five
years of service.

Particulars 31 March 2013 31 March 2012
(Rs. lacs) (Rs. lacs)

Change in present value of obligation

Present value of obligation at the beginning of the year 333.99 284.70
Current service cost 66.49 53.12
Interest cost 28.39 24.20
Actuanal {gain) / loss 18.91 (1.32)
Benefits paid (24.28) (26.71)
Present value of obligation at the end of the year 423.50 333.99
Liability recognised in the financial statements 423.50 33399

Expense recognised in the Statement of Profit and Loss

Current service cost 66.49 53.12
Interest cost 28.39 24.20
Actuarial {gain) / loss 18.91 (1.32)

Expensc recognised in the Statement of Profit and Loss i13.79 76.00
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Principal actuarial assumptions at the balance sheet date are as follows:

Particulars

31 March 2013

31 March 2012

Economic assumptions:
Discount rate*
Expected future salary increase**
Expected rate of return on plan assets

Demographic assumptions:
Retirement age
Morntality table

Withdrawal rates:
- Upto 30 years
- 31 to 40 years
- Above 40 years

Average remaining working lives of employees (years)

58 years
Indian Assured Lives
Mortality (1994-96)

8.50%
5.50%

28.58

8%
5%
1%

Indian Assured Lives
Mortality {1994-96)

8.50%
5.50%

28.34

58 years

3%
2%
1%

* The discount rate is based on the prevailing market yields of Indian government securities as at the balance sheet date for the estimated

term of the obligations.

** The expected rate of future salary increase considered in actuarial valuation, take account of inflation, seniority, promotions and other
refevant factors such as demand and supply in the employment market,

Experience adjustment:

(loss) / gain
Experience adjustment on plan assets (loss) /
gain

{Rs. lacs)
Particulars For the year For the year For the year For the year For the year
ended ended ended ended ended
31 March 2013 | 31 March 2012 | 31 March 2011 | 31 March 2010 { 31 March 2009
Present value of obligation at the end 423.50 333.99 284.70 255.85 205.78
Fair value of plan assets at the end - - - - -
Net liability recognised in balance sheet (423.50) (333.99) (284.70) (255.85) {205.78)
Experience adjustment on plan liabilities 3.30 0.44 5.76 2217 (68.33)

¢} Other long-term benefits

An amount of Rs. 98.42 lacs (previous vear Rs. 53.43 lacs) pertaining to compensated absences is recognised as an expense and
included in "Employee benefits expense" in Note 23.

Leases

Operating leases as lessec

The Company has taken various cancellable and non-cancellable leases for office premises and residential accommodation for some of
its employees. Lease payments charged during the year to the Statement of Profit and Loss amounts to Rs. 495.86 lacs (previous year
Rs. 47939 lacs). The future minimum lease payments under the non-cancellable leases as at year end is as below:

Later than five years

Particulars As at 31 March 2013 As at 31 March 2012
(Rs. lacs) (Rs. lacs)

Not later than one year 371.87 272,70

Later than one year and not later than five years 756.35 328.96

Qperating leases as lessor

The Company has given certain office equipments on operating leases. These lease arrangements range for a period between 12 and 36
months and are cancellable in nature. Rental income recognised during the year in the Statement of Profit and Loss amounts to Rs. 40.59

lacs (previous year Rs. 13.20 lacs).
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The Company recognizes the following segments as its primary segment based on location of its customers: India, Europe, Middle East

and Africa (‘EMEA’). Asia Pacific { APAC") and United States of America {"USA’).

The above segments have been identified and reported taking into account the differing risks and returns, mature of regulatory
environment and the current internal financial reporting structure. [n view of the management, risk and returns for the Company is
affected by the economic condition of various geographies. Accordingly, the geographical segments have been considered as primary

reportable segments.

Financial information relating to the primary scgments is presented below:

(Rs. lacs)
Particulars India EMEA APAC USA Total
Segment revenue 7,297.84 6,171.88 630.21 4,776.63 18,876.56
(7,065.28) (4,331.85) (733.09) (1.771.48) (13.901.70%
Scgment result 1,013.88 1,565.52 98.06 1,782.40 4,459.86
{1,266.97) (780.22) {186.74) (245.52) (2,479.45)
Operating profit 4,459.86
(2.479.45)
Unallocated income 66.08
(27.89)
Less: Unallocated expenditure 585.88
{(482.14)
Profit before tax 3.940.06
(2,025.20)
Tax expense 748.16
(627.56)
Profit for the year 3,191.90
(1,397.64)
Figures in brackets represents previous year figures
Assets and liabilities of reportable primary segment are as follows:
{Rs. lacs)
Particulars India EMEA APAC USA Total
Segment assets by location 7.467.23 3.779.86 653.88 2,781.64 14,682.61
(6,753.68) (3,205.00) (483.46) (1,744.33) (12,186.47)
Unallocated assets 109.79
(659.23)
Total assets 15,392.40
(12,845.70)
Segment liabilities by location 3,328.78 845.69 65.83 8.79 4,249.09
(3,642.70 (489.56) (96.72) - (4,228.98)
Unallocated liabilities 11,143.31
{8,616.72)
Total liabilities 15,392.40
(12,845.70)

Figures in brackets represents previous year figures
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A listing of capital expenditure, depreciation and amortisation and other non-cash expenditure of the reportable primary segment arc set

out bekow:

{Rs, lacs)
Particulars India EMEA APAC USA Total
Capital expenditure 394.27 - - - 394.27
(466.08) - - (466.08)
Depreciation and amortisation 430.02 - - - 430.02
{345.68) (345.68)
Non-cash expense other than depreciation §2.68 44.89 - 127.57
and amortisation
Figures in brackets represents previous year figures
Earnings per share
Particulars For the year ended For the year ended
31 March 2013 31 March 2012
Profit for the year as per Statement of Profit and Loss (Rs. acs) 3,191.90 1397.64
Less: preference dividend and dividend distribution tax thereon (Rs. lacs) 80.91 3244
Net profit attributable to equity shareholders (Rs. lacs) 3,110.99 1365.20
Weighied average number of equity shares outstanding during the year used in 8,283,325 8,278,486
computing basic earnings per share
Eilutive impact of compulsory convertible preference shares 1,375,035 1,375,035
Dilutive impact of employee stock options 292,185 188,763
Weighted average number of equily shares outstanding during the year used in 9,950,545 9,842 284
computing dilutive earning per share
Earnings per share in rupees (face value per equity share Rs. 10 each)
- Basic 37.56 16.49
- Diluted 31.26 i3.87
Reconciliation of weighted average number of equity shares for the year ended 31 March 2013:
Particulars Number of equity shares Weighted average
number of shares
Equity shares of face value of Rs. 10 per share:
As at 1 April 2012 8,280,670 8.280,670
[ssued during the year (reter to note 33) 17,900 2,655
As at 31 March 2013 8.298,570 8,283,325

Reconciliation of weighted average number of equity shares for the year ended 31

March 2012;

Particulars

Number of equity shares

Weighted average number

of shares
Liquity shares of face value of Rs. 10} per share:
Asat ] April 2011 8,277,420 8,277,420
Issued during the year (refer to note 33) 3,250 1,066
As at 31 March 2012 8,280,670 £,278,486
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Employee Stock Option Plan (ESOP)

a}

b)

4
()]

&)

g}

h)

The Company had established Employees Stock Option Plan-1999 (ESOP 1999) and Employees Stock Option Plan-2000 (ESOP 2000),
administered through Newgen Emplayees Trust’ (ESOP Trust) especially set-up for this purpose, for a total grant of 293,160 and 600,000
options respectively, at an Exercise Price of Rs. 80 and Rs. 40 per option respectively, to the employees of the Company. Under the terms of
the original plans, these options are vested on a graded vesting basis over a maximum period of Four (4) years from the date of grant and are
1e be exercised either in pari(s) or full, within a maximum period of Five (5) and Four {4) years respectively from the date of last vesling.

The Board of Directors of the Company in their meeting dated 5 December 2012 extended the maximum exercise period to four year from the
last vesting date or 31 December 2014, whichever is later, This was further approved by way of special resolution passed in the Extra
Ordinary General Meeting dated 28 December 2012,

Compensation Committee of the Board of Directors approves the grant of options including the grant of options that lapse out of each grant.

The Company had given advance of Rs. 117.26 lacs and Rs. 117.26 lacs to the ESOP trust in the year ended 31 March 1999 and 31 March
2000 respectively to purchase ils equily shares of Rs. 10 each at a price of Rs. 80 per share. 146,580 equity shares of Rs. 10 each in the year
ended 31 March 1999 and 146,580 equity Shares of Rs. 10 each in the vear ended 31 March 2000 were issued to the ESOP Trust at a price of
Rs. 80 including a share premium of Rs. 70 per equity share. Consequently, share capital and securities premium of the Company incfudes Rs.
2931 lacs and Rs. 205.21 lacs respectively against the equity shares of Rs. 10 each issued to the ESOP Trust in earlier years. Further, 586,320
equity shares were also issued to ESOP Trust as bonus shares in the ratio of 1:2 during the year ended 31 March 2000.

Out of the shares issued to the ESOP Trust, as on 31 March 2013 277,850 (previous year 2,74,850) equity shares of Rs. 10 each under ESOP-
1999 and 105,400 (previous year 90,500} equity shares of Rs. 10 each under ESOP-2000 have been issued pursuant to the exercise of options
granted under Employee Stock Option Plans,

The amounts collected by the ESOP trust as exercise price on exercise of stock options by the employees are transferred to the Company.
These receipts are adjusted from the advances recoverable from ESOP Trust. In accordance with the “Guidance Note on Accounting for
Employee Share-based Payments™ issued by the Institute of Chartered Accountants of India, the amount recoverable from Newgen Employee
Trust as at 31 March 2013 amounting to Rs. 185.01 lacs (previous year Rs. 116.46 lacs) in respect of loan given to the trust to acquire the
Company’s shares (including share premium) has been reduced from the share capital and securities premium account

In accordance with the “Guidance Note on Accounting for Employee Share-based Payments™, the Company has valued the Employee Stock
Options granted during the year. on Intrinsic Value Method, i.c., the excess of the fair market value of the underlying equity shares as of the
date of the grant of the options over the exercise price of the option. Such excess, if any is recognized as stock compensation cost and has
been amortised in accordance with the requirements of Guidance note.

Stock compensation expense under the Fair Value Method has been determined based on fair value of the stock options. The fair value of
stock options was determined using the Black Scholes option pricing model with the following assumptiens:

Particulars Employee Stock Option

Scheme 2000

Expected volatiity B
Risk free interest rate 6.75% 10 8.36%
Exercise price (Rs.) 40.00
Expected dividend yield 0.99% to 5.29%
Life of options 1 to 8 years
Fair value of options as at the grant date Rs. 0.00 to Rs, 34,42

The foltowing table illustrates the effect on eamings per share if the Company had applied the fair value method to stock-based employee
compensation;

Particulars For the year ended For the year ended
31 March 2013 31 March 2012

Profit for the year as reported in the Statement of Profit and Loss (Rs. lacs) 3,110.99 1,365.20
Add: Stock-based employee compensation expense included in reported net profit 20.08 -
{Rs. lacs)
Deduct: Stock-based employee compensation expense determined under fair value 129.84 917
based method (Rs. lacs)
Proforma net profit (Rs. lacs) 3,001.23 1,356.03
Eammings per share - as reported

- Basic 37.56 16.49

- Diluted 31.26 13.87
FEamings per share - adjusted pro forma

- Basic 36.23 16.38

- Diluted 30.16 13.78
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The graded vesting pattern for the plans is set out in the table below:

Particulars Employee Stock Option Employee Stock Option
Scheme 1999 Scheme 2004
On completion of | year 10%% 16%
On completion of 2 years 20% 20%
On completion of 3 years 30% 30%
On completion of 4 years 40% 40%
The detaijs of activity under ESOP 1999 plan during the year have been summarized below:
Exercise price Rs. 26.67 per option
Date of Grant QOutstanding Options Options Options Options Options Options
at the granted exercised {lapsed during| forfeited cutstanding { exercisable at
beginning of { during the during the the year during the | at the end of | the end of
the year year year year the year year
12 March 1999 16,050 - - - - 16,050 16,050
{16,050} - - - - {16,050} (16,050)
31 December 1999 23,850 - 3,000 - - 20,850 20,850
(23,850) - - - - {23,850} (23,850)
Figures in brackets represents previous vear figures
The details of activity under ESOP 2000 plan during the year have been summarized below:
Exercise price Rs. 40.00 per option
Date of Grant QOutstanding Options Options Options Options Options Options
at the granted exercised |lapsed during| forfeited outstanding | exercisable at
beginning of | during the | during the the year during the | at the end of | the end of
the year year year year the year year
1 June 2000 42,800 - 1,600 500 - 44,700 40,700
(43,550) - (750) - - {42,800) (42,800)
20 January 2006 18,900 - - - - 18,900 18,900
(38,900) - - - (20,000) {18,900) (18,900
1 April 2006 112,000 - - - - 112,000 112,000
(112,000 - - - - (112,000 (112,000
2 April 2007 140,560 - 12,500 3,000 - 125,000 125,000
{143,000) - (2,500) - - (140,500  (140,500)
29 Seprermber 2011 119,000 - 300 12,500 - 105,700 9,850
- (120,500) - - {1,500} (119.000) -

Figures in brackets represents previous year figures

Effect of the employee stock option plans on the Statement of Profit and Loss and on the company's financial position:

Particulars For the year ended For the year ended
31 March 2013 31 March 2012
{Rs. lacs) {Rs. lacs)
Employee compensation cost pertaining to employee stock compensation plans 20,08 -
Liahility for employee stock options outstanding as at year end 21.83 3.44
fntrinsic value of the vested rights at the end of the year 22.83 344
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34  Related party transactions

a) Parties where control exists whether or not transactions have taken place during the year:

Nature of retationship Name of related party

Newgen Software Inc.

Newgen Software Technologies Canada, Lid.
Newgen Software Technologies Pte. Ltd.
Newgen Computers Technologies Limited
Sundeep Import Export Limited

Wholly owned subsidiaries

b) Other related parties with whom transactions have taken place during the year:
Nature of relationship Name of related party

Diwakar Nigam - Managing Director
T.S. Varadarajan - Whole Time Director

(1) Individuals having substantial interest in voting
power

(it} Interprises over which any person described in (i) Newgen Employees Trust

above is able to exercise significant influence

Diwakar Nigam - Managing Director
T.S. Varadarajan - Whole Time Director
Priyadarshini Nigam — Whoie Time Director

(1ii) Key management personnel

¢) Transactions with related parties during the year:

Nature of transaction Name of related party For the year ended For the year ended
31 March 2013 31 March 2012
{Rs. lacs) (Rs. lacs)
Sale of products and services Newgen Software Inc. 4,529.72 1.771.47
Newgen Software Technologies Canada, Ltd. 90.12 -
Newgen Software Technologies Pte. Lid. 39.01 -
Equity contribution made Newgen Software Technologies Canada, Lid. 53.30 -
Newgen Software Technologies Pte. Ltd. 111.25 -
Rent expense Newgen Computers Technologies Limited 4.80 4.80
Sundeep Import Export Limited 7.20 7.20
Reimbursement of expenses Newgen Computers Technologies Limited 0.46 -
received Sundeep Import Export Limited LI5S -
l.oan received back Newgen Employees Trust 6.76 1.30
Managerial remuneration* Diwakar Nigam - Managing Director 60.76 60.36
T.S. Varadarajan - Whole Time Director 30.10 27.84
Priyadarshini Nigam — Whole Time Director 22.00 21.60

* excludes provision for gratuity and leave encashment, as these are determined on the basis of actuartal valuation for the Company as a

whole.
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d) Outstanding balances as at year end

Particulars Name of related party For the year ended For the year ended
31 March 2013 31 March 2012
(Rs. lacs) (Rs. lacs)
Trade receivables Newgen Software Inc. 2,091.88 1,114 87
Newgen Software Technologies Canada, Ltd. 90.83 -
Newgen Software Technologies Pte. Ltd. 39.36 -
Investment in subsidiaries Newgen Software Inc. USA 496.75 496.75
Newgen Software Technologies Canada, Ltd. 53.30 -
Newgen Software Technologies Pte. [.td. 111.25 -
Newgen Computers Technologies Limited 46.50 46.50
Sundeep Import Export Limited 51.32 51.32
Loans and advances Newgen Employees Trust 185.01 116.46
Diwakar Nigam - Managing Director 3.53 4.33
Managerial remuneration payable TS, Varadarajap - Whole Time ll)irec?or 1.92 1.56
Priyadarshini Nigam — Whole Time Director 2.36 1.56

Provisions

The schedule of provision as required to be disclosed in compliance with Accounting Standard 29 on "Provision, Contingent Liabilities

and Contingent Assets” is as under:

{Rs. lacs)
Particulars Opening balance For the year Payment/reversed Closing balance
during the year
Provision for warranty 10.77 - (10.77) -
(8.85) (10.77) (8.85) (10.77)

Figures in brackets represents previous year figures

Foreign currency exposures that are not hedged by derivatives instruments or otherwise is as follows:

Particulars Currency As at 31 March 2013 As at 31 March 2012
Amount in | Amount in local Amount in Amount in local
foreign currency foreign currency currency
currency (Rs. lacs) (lacs) (Rs. lacs)
Trade receivables UsDh 102.00 5,547.52 72.00 3.642.71
AED 3.16 46.35 1.64 22.41
CAD 1.73 90.83 - -
EUR 1.01 70.43 1.76 119.66
GBP 1.12 92.03 1.8t 147.75
IPY - - 38.00 18.41
SGD 1.06 45.67 0.30 10.24
Value of imports calculated on CIF basis:
Particulars For the year ended For the year ended
31 March 2013 31 March 2012
(Rs. iacs) {Rs. facs)
Capital goods - 18.27
Stock-in-trade
- scanners 14.64 2829
- others 10.36 -
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38  Expenditure in foreign currency:

Particulars For the year ended For the year ended
31 March 2013 31 March 2012
{Rs. lacs) (Rs. lacs)
Travelling expense 795.08 664.12
Membership and subscription 110.26 41.65
Salaries and bonus 101.82 86.90
Brokerage and commission 466.83 43.03
Legal and professional 149.96 218.54
Others 21.24 28.09

39  Earnings in foreign currency:

Particulars For the year ended For the year ended

31 March 2013 31 March 2012

(Rs. lacs} {Rs. lacs)
Export of software products and services 11,578.70 6,836.41
40 Prior period items:

Particulars For the year ended For the year ended

31 March 2013 31 March 2012

(Rs. lacs) (Rs. lacs)
Foreign exchange fluctuation loss 9.93 -
Legal and professional 32.55 -
Office maintenance expense 54.54 -
Brokerage and commission 291.23 -
Electricity and water 16.66 -
Employee stock compensation expense 8.26 .
41 Dividend remittances in foreign currency:

Particulars 31 March 2013 31 March 2012
Year to which the dividend relates 2011-12 2010-11
Amount remitted during the year (Rs. lacs) 27.91 14,16
Number of non-resident shareholders 2 2
Number of shares on which dividend was due 1,375,035 1,375,035

42 The Company has established a comprehensive system of maintenance of information and documents as required by the transfer pricing
legislation under sections 92-92F of the Income-tax Act, 1961. Since the faw requires existence of such information and documentation
to be contemporaneous in nature, the Company is in the process of updating the documentation for the international transactions entered
into with the associated enterprises during the financial year and expects such records to be in existence before the due date of filing of
income tax return. Accordingly, the management believes that there has been no change in the nature of its international transactions
with the associated enterprises during the year ended 31 March 2013, Further, the management is of the opinion that its internationat
transactions are at arm's length so that the aforesaid legislation will not have any impact on the financial statements, particularly on the

amount of tax expense and that of provision for taxation.
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43 The previous year figures have been audited by another firm of chartered accountants. Previous year amounts have been regrouped,
wherever necessary to make them comparable with those of current year, which have been summarised below:

31 March 2012

31 March 2013

Particulars Amount Amount Particulars
(Rs. lacs) (Rs. lacs)
Long-term borrowings
- Finance lease obligation 0.61 0.61 |Shown as vehicle loan under long-term borrowings
Other non-current liabilities
- Creditors for tangiblc asscts 21.76 21.76 [Shown as dues in respect of purchase/ construction of
fixed assets under other current liabilities
Other current liabilitics
- Other payables 14.25 14.25 [Shown as trade payables
- Current maturities of long-term finance 1.75 1.75 |Shown as current maturities of long-term borrowings
lease obligation
Short-term provisions
- Proviston for leave encashment 139.44 100.65 |Shown as provision for compensated absences under
long-term provisions
38.79 [Shown as provision for compensated absences under
short-term provisions
Tangibie fixed assets
- Assets taken on finance lease Shown as owned assets under tangible fixed assets
- Gross block 5542 5542 | - Gross block
- Accumulated depreciation 39.17 3917 | - Accumulated depreciation
- Net block 16.25 16.25 | - Netblock
Long-term loans and advances
- Loan to Newgen Employee Trust 116.46 51.41 [Shown as reduction from equity share capital
65.05 |Shown as reduction from securities premium account
- Other loans and advances 396 3.96 |Shown as prepaid expenses under long-term loans
and advances
Short-term loans and advances
- Prepaid insurance 34.68 34.68 [Shown as prepaid expenses under short-term loans
and advances
- Other loans and advances 9.06 4.92 |Shown as security deposits under short-term loans
and advances
3.54 |Shown as advance to employees under short-term
loans and advances
0.60 IShown as prepaid expenses under short-term loans
and advances
- Advance income-tax 139.88 236.63 (Shown as net advance income-tax under long-term
loans and advances
(96.77){Shown as net provision for income-tax under short-

term provisions
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31 March 2012 31 March 2013
Particulars Amount Amount Particulars
{Rs. lacs) {Rs. lacs)
Other current assets
- Earnest money deposits 3835 38.35 |Shown under short-term foans and advances
- Service tax recoverable 2.59 2.59 1Shown as balances with statutory authorities under

short-term loans and advances

- Interest accrued on (ixed deposits 278 1.05 [Shown as interest accrued on deposits wnder other

current assets

1.73 |Shown as interest accrued on deposits under other

non-current assets

Revenue from operations
- Sales of services 13.20 13.20 {Shown as rental income for office cquipments given

on operating lease under revenue from operations

Finance costs

- Foreign currency gains (net) attributable (11.09) {11.09){Shown as net foreign exchange fluctuation gain under
to the foreign currency loan other income
Digitisation (scanning charges) 439.12 439.12 |Shown under other expenses
Legal and professional 21.00 21.00 [Shown as auditors' remuneration under other
expenses
Repairs 10 - others 62.21 62.21 | Shown as office maintenance expense under other
expenses
Wealth tax expense 1.00 L.00 [Shown as miscellaneous expenses under other
expenses
Miscellaneous expenses 90.18 90.18 |Shown as travelling and conveyance under other
expenses
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