“Info-Drive Software Limited

Notes to the consolidated financial statements for the vear ended 31* March, 2008

SCHEDULE - U

GENERAL INFORMATION

Info-Drive Software Limited (the Company) is a juristic person under the
Companies Act,1956. The address of its Registered Office and principal
place of business is Buhari Buildings, No.3, Moores Road, Chennai:
600006. The principal activities of the Company and its subsidiaries (the

Group) are IT services & products, including BPO services.

REPORTING STANDARDS

Presentation of Financial Statements have required the title of the
Group’s statement of changes in equity presented on these financial
statements to be changed to the Statement of Recognised Income and
Expense, but have had no impact on the amounts reported in that

statement.

SIGNIFICANT ACCOUNTING POLICIES

The financial statements have been prepared under the historical cost
convention in accordance with the generally Accepted accounting
principles in India and the provisions of the Companies Act, 1956 and on

the going-concern basis.

The financial statements are prepared in accordance with the principles
and procedures required for the preparation and presentation of
Consolidated Financial Statements as laid down under the Accounting

Standard on Consolidated Financial Statements issued by the ICAIL

a) Basis of consolidation

The consolidated financial statements incorporate the financial
statements of the Company and entities controlled by the
Company (its subsidiaries). Control is achieved where the
Company has the power to govern the financial and operating

policies of an entity so as to obtain benefits from its activities.
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b)

The results of subsidiaries acquired or disposed of during the year
are included in the consolidated income statement from the
effective date of acquisition or up to the effective date of disposal,

as appropriate.

Where necessary, adjustments are made to the financial
statements of subsidiaries to bring their accounting policies into

line with the holding company and by other members of the group.

All intra-group transactions, balances, income and expenses are

eliminated on consolidation.

Minority interests in the net assets of consolidated subsidiaries

are disclosed separately in the Balance Sheet.

Business combinations

The acquisition of subsidiaries is accounted for using the
purchase method. The cost of the acquisition is measured at the
aggregate of the fair values, at the date of exchange, of assets
given, liabilities incurred or assumed, and equity instruments
issued by the Group in exchange for control of the acquiree, plus
any costs directly attributable to the business combination. The
acquiree’s identifiable assets, liabilities and contingent liabilities
that meet the conditions for recognition are recognised at their fair

values at the acquisition date.

Goodwill arising on acquisition is recognised as an asset and
initially measured at cost, being the excess of the cost of the
business combination over the Group’s interest in the net fair
value of the identifiable assets, liabilities and contingent liabilities

recognised.

Goodwill
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d)

Goodwill arising on the acquisition of a subsidiary represents the
excess of the cost of acquisition over the Group’s interest in the
net fair value of the identifiable assets, liabilities and contingent
liabilities of the subsidiary or jointly controlled entity recognised at
the date of acquisition. Goodwill is initially recognised as an asset
at cost and is subsequently measured at cost less any

accumulated impairment losses.

For the purpose of impairment testing, goodwill is allocated to
each of the Group’s cash-generating divisions expected to benefit
from the synergies of the combination. Cash-generating units to
which goodwill has been allocated are tested for impairment
annually, or more frequently when there is an indication that the
unit may be impaired. If the recoverable amount of the cash-
generating unit is less than the carrying amount of the unit, the
impairment loss is allocated first to reduce the carrying amount of
any goodwill allocated to the unit and then to the other assets of
the unit pro-rata on the basis of the carrying amount of each asset
in the unit. An impairment loss recognised for goodwill is not

reversed in a subsequent period.

On disposal of a subsidiary or a jointly controlled entity, the
amount of goodwill attributable is included in the determination of

the profit or loss on disposal.

Revenue recognition

Revenue is measured at the fair value of the consideration
received or receivable and represents amounts receivable for goods
and services provided in the normal course of business, net of

discounts.

Revenues from contracts priced on time and material basis are
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e)

recognised when services are rendered and related costs are

incurred.

Software services

Where the outcome of a turnkey contract can be estimated
reliably, revenue and costs are recognised by reference to the
stage of completion of the contract activity at the balance sheet
date, as measured by the proportion that contract costs incurred
for work performed to date bear to the estimated total contract
costs, except where this would not be representative of the stage of

completion.

Foreign currencies

The individual financial statements of each group entity are
presented in the currency of the primary economic environment in
which the entity operates (its functional currency). For the
purpose of the consolidated financial statements, the results and
financial position of each entity are expressed in Currency Units,
which is the functional currency of the Company, and the

presentation currency for the consolidated financial statements.

In preparing the financial statements of the individual entities,
transactions in currencies other than the entity’s functional
currency (foreign currencies) are recorded at the rates of exchange
prevailing on the dates of the transactions. At each balance sheet
date, monetary items denominated in foreign currencies are
retranslated at the rates prevailing on the balance sheet date.
Non-monetary items carried at fair value that are denominated in

foreign currencies are retranslated at the rates prevailing on the

date when the fair value was determined. Non-monetary items

that are measured in terms of historical cost in a foreign currency
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are not retranslated.

Exchange differences arising on the settlement of monetary items,
and on the retranslation of monetary items, are included in profit
or loss for the period. Exchange differences arising on the
retranslation of non-monetary items carried at fair value are
included in profit or loss for the period except for differences
arising on the retranslation of non-monetary items in respect of
which gains and losses are recognised directly in equity. For such
non-monetary items, any exchange component of that gain or loss

is also recognised directly in equity.

For the purpose of presenting consolidated financial statements,
the assets and liabilities of the Group’s foreign operations
(including comparatives) are expressed in Currency Units using
eﬁcchange rates prevailing on the balance sheet date. Income and
expense items (including comparatives) are translated at the
closing exchange rates for the year. Exchange differences arising,

if any, were not significant during the year.

Goodwill and fair value adjustments arising on the acquisition of a
foreign operation are treated as assets and liabilities of the foreign

operation and translated at the closing rate.
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)

g)

Retirement benefits

Short term employee benefits are measure at cost.

Payments made to state-managed retirement benefit schemes are
dealt with as payments to defined contribution plans where the
Group’s obligations under the plans are equivalent to those arising

in a defined contribution retirement benefit plan.

Taxation

Income Tax
Income tax expense represents the sum of the tax currently

payable.

The tax currently payable is based on taxable profit for the year.
Taxable profit differs from profit as reported in the income
statement because it excludes items of income or expense that are
taxable or deductible in other years and it further excludes items
that are never taxable or deductible. The Group’s liability for
current tax is calculated using tax rates that have been enacted or

substantively enacted by the balance sheet date.
Deferred Tax

Deferred tax is recognised on differences between the carrying
amounts of assets and liabilities in the financial statements and
the corresponding tax bases used in computation of taxable profit,
and is accounted for using the balance sheet liability method.
Deferred tax liabilities are generally recognised for all taxable
temporary differences and deferred tax assets are recognised to
the extent that it is probable that taxable profits will be available
against which deductible temporary differences can be utilised.
Such assets and liabilities are not recognised if the temporary
difference arises from goodwill or from the initial recognition (other
than in a business combination) of other assets and liabilities in a
transaction that affects neither the taxable profit nor the

accounting profit.
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h)

Deferred tax liabilities are recognised for taxable temporary
differences arising on investments in subsidiaries and associates,
and interests in joint ventures, except where the Group is able to
control the reversal of the temporary difference and it is probable
that the temporary difference will not reverse in the foreseeable

future.

The carrying amount of deferred tax assets is reviewed at each
balance sheet date and reduced to the extent that it is no longer
probable that sufficient taxable profits will be available to allow all

or part of the asset to be recovered.

Deferred tax is calculated at the tax rates that are expected to
apply in the period when the liability is settled or the asset
realised. Deferred tax is charged or credited to profit or loss,
except when it relates to items charged or credited directly to

equity, in which case the deferred tax is also dealt with in equity.

Deferred tax assets and liabilities are offset when there is a legally
enforceable right to set off current tax assets against current tax
liabilities and when they relate to income taxes levied by the same
taxation authority and the Group intends to settle its current tax

assets and liabilities on a net basis.

Property, plant and equipment

Plant and Machinery, Fixtures and equipment are stated at
carrying amounts less accumulated depreciation and any

accumulated impairment losses.
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i)

Depreciation is charged so as to write off the cost or valuation of
assets, other than land and properties under construction, over

their estimated useful lives, using the straight-line method.

The gain or loss arising on the disposal or retirement of an item of
property, plant and equipment is determined as the difference
between the sales proceeds and the carrying amount of the asset

and is recognised in profit or loss.

Patents and trademarks

There are no patents and trademarks owned by the company

Impairment of tangible and intangible assets excluding
goodwill

At each balance sheet date, the Group reviews the carrying
amounts of its tangible and intangible assets to determine
whether there is any indication that those assets have suffered an
impairment loss. If any such indication exists, the recoverable
amount of the asset is estimated in order to determine the extent
of the impairment loss (if any). Where it is not possible to estimate
the recoverable amount of an individual asset, the Group
estimates the recoverable amount of the cash-generating unit to

which the asset belongs.

Recoverable amount is the higher of fair value less costs to sell
and value in use. In assessing value in use, the estimated future
cash flows are discounted to their present value using a pre-tax
discount rate that reflects current market assessments of the time

value of money and the risks specific to the asset.
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k)

])

If the recoverable amount of an asset (or cash-generating unit) is
estimated to be less than its carrying amount, the carrying
amount of the asset (cash-generating unit) is reduced to its
recoverable amount. An impairment loss is recognised
immediately in profit or loss, unless the relevant asset is carried at
a revalued amount, in which case the impairment loss is treated

as a revaluation decrease.

Where an impairment loss subsequently reverses, the carrying
amount of the asset (cash-generating unit) is increased to the
revised estimate of its recoverable amount, but so that the
increased carrying amount does not exceed the carrying amount
that would have been determined had no impairment loss been
recognised for the asset (cash-generating unit) in prior years. A
reversal of an impairment loss is recognised immediately in profit
or loss, unless the relevant asset is carried at a revalued amount,
in which case the reversal of the impairment loss is treated as a

revaluation increase.

Inventories

Inventories are stated at the lower of cost and net realisable value.
Cost comprises direct costs and those overheads that have been
incurred in bringing the inventories to their present condition. Net
realisable value represents the estimated realisation less all
estimated costs of completion and costs to be incurred in

marketing, selling and distribution.

Financial instruments

Financial assets and financial liabilities are recognised on the
Group’s balance sheet when the Group becomes a party to the

contractual provisions of the instrument.
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P)

q)

Investments in Mutual Funds are stated at the lower of the cost

and fair value.

Trade receivables

Trade receivables are measured at initial recognition at cost.
Appropriate allowances for estimated irrecoverable amounts are
recognised in profit or loss when there is objective evidence that

the asset is impaired.

Cash and cash equivalents

Cash and cash equivalents comprise of cash on hand and demand
deposits and other short-term highly liquid investments that are
readily convertible to a known amount of cash and are subject to

an insignificant risk of changes in value.

Financial liabilities and equity

Financial liabilities and equity instruments issued by the Group
are classified according to the substance of the contractual
arrangements entered into and the definitions of a financial
liability and an equity instrument. An equity instrument is any
contract that evidences a residual interest in the assets of the
Group after deducting all of its liabilities. The accounting policies
adopted for specific financial liabilities and equity instruments are

set out below.

Trade pavyables

Trade payables are initially measured at fair value.

Equity instruments

Equity instruments issued by the Company are recorded at the

proceeds received, net of direct issue costs.
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r)

t)

Provisions

Provisions are recognised when the Group has a present obligation
as a result of a past event, and it is probable that the Group will
be required to settle that obligation. Provisions are measured at
the directors’ best estimate of the expenditure required to settle

the obligation at the balance sheet date.

Share-based payments

The Group has not issued any equity-settled and cash-settled

share-based payments to any employee.

Critical judgements in applying the entity’s accounting
policies

In the process of applying the entity’s accounting policies, which
are described in the notes , management has made the following
judgements that have the most significant effect on the amounts
recognised in the financial statements (apart from those involving

estimations, which are dealt with below).

Impairment of goodwill

Determining whether goodwill is impaired requires an estimation
of the value in use of the cash-generating units to which goodwill
has been allocated. The value in use calculation requires the
entity to estimate the future cash flows expected to arise from the
cash-generating unit and a suitable discount rate in order to
calculate present value. The carrying amount of goodwill at the
balance sheet date was Rs.32.28 Crores.No impairment has been
recognised in view of estimated future cash flows from the

activities to which the goodwill has been allocated.
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4.

BUSINESS AND GEOGRAPHICAL SEGMENTS

a)

b)

Business segments

As the Company is dealing with only one segment viz. Information
Technology and Information Technology enabled services
segment, the segment reporting as per Accounting Standard (AS -

17 “Segment Reporting”)is not required to be disclosed.

GEOGRAPHICAL SEGMENTS

The groups operations are located in India, Singapore, Dubai, USA

and Malaysia.

INCOME TAX EXPENSES

Domestic Income tax is calculated at the effective rate of 33.99% on the

assessable profit for the year. Taxation for other jurisdictions is

calculated at the rates prevailing in the relevant jurisdiction.

EARNINGS PER SHARE

The calculation of the basic and diluted earnings per share from

continuing operations attributable to the ordinary equity holders of the

parent entity is based on the following data

Earnings figures are calculated as follows: Year ended
31.03.2008
Rs

Profit for the year attributable to

equity holders of the parent 910.98 Lakhs
Number of shares 2,92,38,890
Earnings per share before extraordinary items 3.14
Earnings per share after extraordinary items 3.08
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7. SUBSIDIARIES

Details of the Company’s subsidiaries at 31 March, 2008 are as follows:

Name of the Place of Proportion of Type of business
Subsidiary Incorporation & ownership &
Operation interest
Precision India 51% Computer
Infomatic (Madras) Consulting ,
Pvt Ltd hardware and
software
Info-Drive Systems | Malaysia 100% Computer
Sdn Bhd. Consulting ,
hardware and
software
Info-Drive USA 100% Computer
Software Inc. Consulting ,
hardware and
Software
Info —Drive Singapore 100% Computer
Software Pte Ltd. Consulting ,
hardware and
Software
Infodrive Software | Dubai 80% Computer
LLC Consulting ,
hardware and
Software

The directors consider with the carrying amount of trade and other receivables

approximate there fair value. No interest is charged on trade receivables till the

date of recovery.

The directors consider that the carrying amount of trade and other receivables

approximates their fair value.

a) Bank balances and cash

Bank balances and cash comprise cash held by the Group and

bank deposits. The carrying amount of these assets approximates

their fair value.
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10.

b)

Credit risk

The Group’s principal financial assets are bank balances and

cash, trade and other receivables.

The Group’s credit risk is primarily attributable to its trade
receivables. The amounts presented in the balance sheet are net of
allowances for doubtful receivables. An allowance for impairment
is made where there is an identified loss event which, based on
previous experience, is evidence of a reduction in the

recoverability of the cash flows.

The Group has no significant concentration of credit risk, with
exposure spread over a large number of counterparties and

customers.

TRADE AND OTHER PAYABLES

Trade creditors and accruals principally comprise amounts outstanding

for trade purchases and ongoing costs.

The directors consider that the carrying amount of trade payables

approximates their fair value.

CONTINGENT LIABILITIES

There are no contingent liabilities.

SHARE-BASED PAYMENTS

a)

Equity-settled share option scheme

The Company does not have a share option scheme for any

employees of the Group.
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11. RELATED PARTY TRANSACTIONS

The transactions between the company and its wholly subsidiaries which
are related parties of the company have been eliminated on consolidation
and not disclosed in this note. Besides the above there arc no other

trading transactions with related parties.

12. RECLASSIFICATION O OUNTS

Certain accounts in the financial statements for the ycar ended 31=
March, 2007 have been reclassified to conform to the presentation in the

financial statements for the year ended 3 1= March, 2008,

13. APPROVAL OF FINANCIAL STATEMENTS

The present financial statements drawn in accordance with Generally
Accepted Accounting Principles in India were approved by the board of

directors and authorised for issue on 8" August, 2008,
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