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To the Board of Directors and Shareholders of
Aricent

We have audited the accompanying consolidated financial statements of Aricent and its subsidiaries (the
"Company"), which comprise the consolidated balance sheets as of March 31, 2017 and 2016, and the
related consolidated statements of operations and comprehensive income/(loss), shareholders' (deficit)/
equity, and cash flows for each of the three years in the period ended March 31, 2017, and the related notes
to the consolidated financial statements.

Management's Responsibility for the Consolidated Financial Statements

Management is responsible for the preparation and fair presentation of these consolidated financial
statements in accordance with accounting principles generally accepted in the United States of America;
this includes the design, implementation, and maintenance of internal control relevant to the preparation
and fair presentation of consolidated financial statements that are free from material misstatement, whether
due to fraud or error.

Auditors' Responsibility

Our responsibility is to express an opinion on these consolidated financial statements based on our audits.
We conducted our audits in accordance with auditing standards generally accepted in the United States of
America. Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether the consolidated financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
consolidated financial statements. The procedures selected depend on the auditor’s judgment, including the
assessment of the risks of material misstatement of the consolidated financial statements, whether due to
fraud or error. In making those risk assessments, the auditor considers internal control relevant to the
Company's preparation and fair presentation of the consolidated financial statements in order to design
audit procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion
on the effectiveness of the Company's internal control. Accordingly, we express no such opinion. An audit
also includes evaluating the appropriateness of accounting policies used and the reasonableness of
significant accounting estimates made by management, as well as evaluating the overall presentation of the
consolidated financial statements,

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
audit opinion.

Opinion

In our opinion, the consolidated financial statements referred to above present fairly, in all material
respects, the financial position of Aricent and its subsidiaries as of March 31, 2017 and 2016, and the
results of their operations and their cash flows for each of the three years then ended in accordance with
accounting principles generally accepted in the United States of America.
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ARICENT AND ITS SUBSIDIARIES

CONSOLIDATED BALANCE SHEETS
AS OF MARCH 31, 2017 AND 2016
(In thousands, except share and per share amounts)

ASSETS

CURRENT ASSETS:
Cash and cash equivalents
Short-term investments
Accounts receivable — less allowance for douldftdounts of
$2,29¢ and $2,201 in 2017 and 2016, respecti
Unbilled revenue
Other current assets
Total current ass
PROPERTY AND EQUIPMENT — N
GOODWILL
INTANGIBLE ASSETS — Ne

OTHER ASSET:
TOTAL ASSETS

LIABILITIES AND SHAREHOLDERS' DEFICIT

CURRENT LIABILITIES:
Bank borrowings and current portion of long-tetait

Accounts payable

Accrued payroll and benefits
Deferred revenue

Other current liabilities

Total current liabilities

LONG-TERM DEBT — net of current portion and unanmet discount
and debt issuance cost

DEFERRED INCOME TAX LIABILITIES
OTHER LONG-TERM LIABILITIES
Total liabilitie
COMMITMENTS AND CONTINGENCIES (NOTE 1:

SHAREHOLDERS’ DEFICIT:
Ordinary shares, $0.001 par value - 550,000,86@60es authorized:
461,197,63 shares and 459,744,972 shares issued and outs]
as of March 31, 2017 and 2016, respectively
Additional paid-in capital
Accumulated other comprehensive loss
Accumulated deficit
Total Aricent shareholders’ def
Non-controlling intere:
Total shareholders’ def

TOTAL LIABILITIES AND SHAREHOLDERS' DEFICIT

See notes to consolidated financial statem

2017 201¢€
$ 44,865 $ 88,857
- 3,019
118,905 117,926
53,298 38,158
21,633 21,594
238,70: 269,55:
53,94< 55,47:
383,32 382,42
384,75: 89,50"
44,85 32,08(
$ 1,105579 $ 829,039
$ 32,340 $ 7,340
105,097 30,673
33,842 26,603
7,853 9,940
29,385 36,655
208,517 111,211
894,318 898,469
70.89: 68.,05¢
228,64t 59,90:
1,402,37: 1,137,641
$ 461 $ 460
389,416 386,830
(154,882) (165,635)
(536,712) (534,401)
(301,717 (312,746
4,91¢ 4,14¢
(296,799 (308,601
$ 1,105579 $ 829,039




ARICENT AND ITS SUBSIDIARIES

CONSOLIDATED STATEMENTS OF OPERATIONS AND COMPREHEN SIVE INCOME/(LOSS)

FOR THE YEARS ENDED MARCH 31, 2017, 2016 AND 201

(In thousands’

TOTAL REVENUES

COST OF REVENUES
Services and products

Total cost of revenu
GROSS PROFI

OPERATING EXPENSE!
Selling, general, and administrat
Research and development expe
Amortization of intangible asst

OPERATING INCOME

OTHER EXPENSE/(INCOME
Interest expense — 1
Foreign exchange gain
Other (income)/expense —
Loss on extinguishment of debt

INCOME BEFORE INCOME TAXE!

PROVISION FOR INCOME TAXE
NET (LOSS)/INCOME

LESS: NET INCOME ATTRIBUTABLE TC

NON-CONTROLLING INTERES’

NET (LOSS)/INCOME ATTRIBUTABLE TO ARICENT

COMPREHENSIVE INCOME/(LOSS

Net (loss)/incom

Other comprehensive income/(loss), net of te
Actuarial (loss)/gain on pension plan, net ok
Unrealized gain/(loss) on derivative instrum
Unrealized (loss)/gain on available for sale stagents, net of tax
Foreign currency translation adjustr

Other comprehensive income/(loss), total, net xés;
COMPREHENSIVE INCOME/(LOS¢

LESS: COMPREHENSIVE INCOME ATTRIBUTABL
TO NON-CONTROLLING INTERES

COMPREHENSIVE INCOME/(LOSS) ATTRIBUTABLE TO ARICEN

See notes to consolidated financial statem

2017 2016 2015

$ 62057 $ 590,01 $ 595,30
404,611 375,847 357,913
404,611 375,847 357,913
215,96 214,16 237,39
104,299 105,325 97,055
21,240 22,909 23,870
13,420 11,869 10,036
77,00¢ 74,061 106,43
69,709 60,110 52,800
(10,720) (879) (20,306)
(551) (419) 1,942
- - 6,890

18,56¢ 15,24¢ 65,10+
20,225 15,851 22,321
(1,657 (602) 42,78

654 580 674
$ (2311)$  (1,182)$ 42,109
(1,657) (602) 42,783
(697) 769 (2,366)
3,424 (6,901) (5,637)
) (172) 174
8,147 (21,245) (19,797)
10,872 (27,549) (27,626)
9,215 (28,151) 15,157

772 357 524
$ 8,442 $ (28508)$ 14,633




LT0Z ‘T€ YdIely — 3IONVIVE
uonesuadwod paseq-areys

Aunger| 03 Ainba
WOJ} Sp/emIgmedljIpowW 0] paje[al Juawisnipe uonealissejoay

dwod ay1 Aq piayyum sareys saakojdws Jo

uoljiw g0 $ Jo saxapfyynm Buipnjour) saseys Areuipio Jo aseyainday

panunuoy)
(66L'9627) $ 816'F $(c88'vaT)  $(cT2'98S) $ 9Tr'B8E S TOY  $ 659'L6TTOV
98z - - - 9¥8'Z - -
(L9v) (L9¥)
(19) 45)) 922'?)
1GC 162 G8/'85T
14 79% T 0T'962'T
7/8'0T 51T 36101
159'T) pS9 11€2)
109'808) $ vT'¥ $ GE9'G9T) S TOW'VES) $ €898 $ 29 S L6'PRL'6SY
5507
INSUBYBIdWo)D [enden
Jsalau| 18Yl0 IIlIEq ul-pred s91eyS
[e101 Buij0uo2-UON  PaleINWINIYY  PaYeNWINJdY [euonippy junowy Areuiplo

Sa.Jeys Areulp.o Jo aouenss)
$0 JO 8SI049X8 UOdn sareys Aseuipio Jo aouenss|

'/ 810N )3AISUBYB.dW09 JBYI0 paje|nwindde ul abueyd JoN
WoauI/(sso|) 18N
T0Z ‘T€ Yorew —3ONVIvd

(Swunowe areys Jad pue aleys 1dadxa ‘spuesnoy) uj)
GTOZ ANV 9T0¢ ‘2T0Z ‘T€ HOYVIN A3ANT SHV3A IHL HO4

ALINO3 /(1101430) SYAATOHIYVHS 40 SINIWILYLS AA1VYAITOSNOD

S3A™VIAISENS S1 ANV LNJOI™Y



panunuo)
(T09'808) ¢ ST’ $(5e9'99T)  $(TOY'PES)  $ 0€8'98¢  $ 09% $ 2L6'77L'65Y
T10'9 - - - T10'9 - -
(¥16'%) (¥16'%)
69'€) 269°€) (@) 96.'190'2)
30¢€ 30¢€ - )00'GLT
[80'L [L0'L 0T 25'€18'6
6v5'L2) €22) 92¢'12)
(209) 18 281'T)
662'G82) ¢ 38.°C $ 60S'8ET) ¢ 6TC'ces) ¢ w0'C8e ¢ 26  $ ¥2'880'¢SY
3507
JAISUBYaIdWo) [enden
1SaIay| JETile) 113 uj-pred sareys
[el0l Buljonuoo-uoN  DaJRINWNIYY  PalejNLNIdY [euonippy Junowy Areuipio

9T0Z ‘T€ YoIeN — JONVIvE
uolyesuadwiod paseq-areys
Ainaey) 0y Anba
WOJ} SPIemeIpmedlIpoLu 0] patejal Juswisnipe uoneoyissejoay
eys Aeulpio Jo aseyainday
eYS Aleulplo Jo aauenss|

21UN %2018
9101139080 J0 8S12J9Xa Uuodn Saseys Areuipio Jo souenss|

'/ 810N 3AISUBY3IdW09 J3Ylo palenwinade ul abueyd 1N
wooul/(ssoj) 18N
T0C T€ YoreN — 3ONVIve

(Ss;unowre areys Jad pue aleys 1dadxe ‘spuesnoy uj)
GT0Z ANV 9T0¢ ‘2T0Z ‘T€ HOYMVIN A3ANT SHVIA IHL HO4

ALINO3 /(LID143Q) .SYAATOHIYYHS 40 SININILYLS A3LVAITOSNOD

S3A¥VIAISANS SLI ANV INJOIEY



papnjou0))
(6cz'agz) ¢ 88L'c $(60e'seT)  $(6TZ'EES)  $ 6¥0'C8E  $ IS $ T¥2'880'¢SY
(6v9'9) - - - (679'9) - -
000'G6) 000'S6)
212 212
71€'8 7T€'8
(0£9'7) (0£9'%)
T0T'T) 00T'T) (1) 912'290'T)
76/ 16. T i76'€08
T T '96'8ST'T
929'/2) (0ST) 9/¥'12)
8L'Ty 7.9 012y
96£'202) 792'S ¢ £€8'0TT) ¢ 82e's.8) $ 50087  $ ISP ¢ GS'/8T'IGK
5507
JNSUBYaIdwo) [ende)
ISETRIT] 1BYI0 IWIETq] ul-pred saIeys
[elol Buijonuoo-uoN  paleNWNIY  pajenwnady [euonippy unowy AreuiplQ

uae)s [eloueUl) PaTepPIjOSU0d 0 S8l0U 995

GT0Z 'T€ YOIl — JONVIVE
(1T 910N) uonaesuel 1gap Aued-paleey
7 ®10N) uonnqisig

golesuadwiod paseqg-aseys Uo J1jausq Xe) SSaoxXT

esuadwod paseg-areys
Aijiqer) 01 Ainba

WO0J} SpJemeIgmedlipo 0) palejal Juswisnlpe uonealjisse|oay

eys Areuip.o Jo aseyoinday
eys Aleulplo Jo aouenss|
Iun %201s

3]01/1%0U0 JO 3SI218Xe uodn Saleys Aleulpio Jo aduenss|
') 810N pAISUBYa.dwod Jaylo parenwinade ul sbueyd 18N

02Ul 18N
T0Z 'T€ Yorey — 3ONVIve

(sjunowre aleys Jad pue aeys 1daoxa ‘spuesnoy) uj)
GTOZ ANV 9T0Z 'LT0Z ‘T€ HOYVIN G3ANT SHVIA IHL 404

ALINO3 /(L101430) SYIATOHIYVHS 40 SINFWILVLS 3LVYAITOSNOD

S31¥VIAISENS S1I ANV INJOIHV



ARICENT AND ITS SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED MARCH 31, 2017, 2016 AND 2015
(In thousands)

2017 2016 2015
CASH FLOWS FROM OPERATING ACTIVITIES
Net (loss)/incorn $ (1,657 $ (602, $ 42,78
Adjustments to reconcile net (loss)/income toaaesth provided by operating activit
Depreciation and amortization cha 41,03’ 32,22( 30,12(
Loss/(gain) on sale of property and equigt 1,491 (253 (127,
Gain on sale of short-term investm (285) (587 -
Bad debt/(write back of bad de¢ 57¢€ 1,51C (776,
Share-based compense 2,84¢ 6,011 8,31«
Deferred income tay 464 5,587 2,401
Non-cash interest expe 6,67¢ 3,631 8,191
Loss on extinguishment of d - - 6,89(
Unrealized (gain)/loss on derivati (3,378 6,45( (4,079
Excess tax benefit on share-based compengaan: - - (273,
Changes in operating assets and liabi
Accounts receival (1,288 (1,844 11,091
Unbilled revent (15,261 (13,137 (5,599
Other ass¢ (3,323 (831 (6,762
Accounts payable and other liabili (3,634 16,01: 7,921
Accrued payroll and bene 6,74: (7,202 (2,289
Deferred revenue (2,165) (4,938) (5,201)
Net cash provided by operatingwvétas 28,840 42,026 92,611
CASH FLOWS FROM INVESTING ACTIVITIES
Purchases of property and equipi (18,026 (23,713 (17,773
Proceeds from sale of property and equit 99 372 224
Purchase of intangible as: (76,440 - -
Proceeds from sale of short-term invests 9,26¢ 27,03¢ -
Purchase of short-term investm (6,088 (13,948 (15,965
Payment for business acquisitions, neashacquired of $12 million - (128,029) -
Net cash used in investing actsiti (91,187) (138,279) (33,514)
CASH FLOWS FROM FINANCING ACTIVITIES
Issuance of ordinary she 257 30t 79z
Repurchase of ordinary sha (512 (3,694 (1,101
Issuance of ordinary shares upon exer€isptmns/restricted stock un 46% 7,081 1
Payments of awards classified from equitlatbility (1,153 (7,352 (1,510
Distribution to common shareholders andegesption holders (Note (121; (78,391 (16,467
Changes in restricted c - 78,68¢ (78,684
Excess tax benefit on share-based compengdan: - - 27¢
Payments of capital lease obligat (1,290 (1,296 (1,169
Payments of Paid-In-Kind note from debti@sc - - (444,845
Payments related to extinguishment of - - (670;
Payments of deferred financing fees on - (365, (1,823
Proceeds from bank borrowings and long-téety 52,00( 138,93: 839,49
Repayment of bank borrowings and long-teeim (34,340 (72,153 (300,522
Net cash provided by/(used in) fiiciag activities 15,304 61,750 (6,232)
EFFECT OF EXCHANGE RATE CHANGES ON CASH AND CASH BEXYALENTS 3,051 (3,535) (5,260)
NET (DECREASE)/INCREASE IN CASH AND CASH EQUIVALENS (43,992 (38,038 47,60¢
CASH AND CASH EQUIVALENTS — Beginning of period 88,857 126,895 79,290
CASH AND CASH EQUIVALENTS — End of period $ 44,865 $ 88,857 $ 126,895

*including withholding taxes of $0.5 million of ergyees shares withheld by the Company in year ehtigdh 31, 2017.
(Continued)



ARICENT AND ITS SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED MARCH 31, 2017, 2016 AND 2015
(In thousands)

SUPPLEMENTAL CASH FLOW DISCLOSURE
Net cash paid fc
Interest

Income taxes

Non-cash investing and financing activities:
Purchases of property and equipment not yet giayear-end

Purchases of intangible assets not yet pajdatend

See notes to consolidated financial statem

2017 201¢€ 201¢
72551 $ 48,272 $ 46,634
15,927 $ 17892 $ 18,739
3,037 $ 3635 $ 5515

240,246 $ $
(Concluded

(This space has been intentionally left blank)



ARICENT AND ITS SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

AS OF MARCH 31, 2017 AND 2016, AND FOR EACH OF THE THREE YEARS IN THE
PERIOD ENDED MARCH 31, 2017

(Tabular dollars in thousands, except share data)

1. OVERVIEW

Aricent and its subsidiaries (the “Company”) is a global innomatompany that provides consulting,
design and software engineering services and solutions ta$elgents create, commercialize and evolve
their products and services in the connected world. The Conganmides a unique and comprehensive
portfolio of innovation capabilities that combine customer irtsigstrategy, design, software engineering
and systems integration that enables its clients veloe highly differentiated user experiences while at
the same time accelerating time-to-market and optimizingcgeoperations. The Company’s principal
line of business has been and its focus and core capabiliywend be, software engineering services
and solutions for the communications industry. The Companyhals@ long history in design, branded
globally as frog that focuses on the user interface withroduct. Over the past several years, the
Company has combined and expanded its core capabilities taencinovative strategy, consulting and
project management services to create a seamless,o-end-t service offering addressing the
communications industry and the connected world. During thegrebed March 31, 2016 the Company
acquired SmartPlay Global PCC, Mauritius a company havingepece in India, US, Singapore and
Canada. See Note 3 below for details.

The Company provides its services via an integrated glsbafcing model that combines design,
consulting and engineering technical and account manageeems located on-site at the customer
location and at near-shore and off-shore design studios amtbpgment centers located in the United
States (“US”), Europe, Asia and elsewhere around the gléhe Company employs consultants,
designers and engineers at 37 locations worldwide.

Aricent was incorporated in the Cayman Islands on Aprd006.
2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of Presentation and Principles of Consolidation- The consolidated financial statements are
presented in accordance with generally accepted accouprimgples in the United States of America

(“U.S. GAAP"), and reflect the consolidated financiakjon, results of operations and cash flows of
consolidated subsidiaries. All intercompany accounts and aithoss have been eliminated in

consolidation. For consolidated majority-owned subsidianieghich the Company owns less than 100%,
the Company recognizes a non-controlling interest for the ohipepgthe minority owners.

Cash and Cash Equivalents— Cash and cash equivalents are highly liquid investmeitihsmaturities
of three months or less from original dates of purchaskecansist of cash deposited in certificates of
deposit.



Cash and cash equivalents as of March 31, 2017 and 20%&tedrof the following:

2017 2016
Cash and bank balances $ 44865 $ 88,857
Total $ 44865 $ 88,857

Restricted Cash— Restricted cash represents cash balances held by bantdlateral for certain
guarantees and performance bonds of overseas subsidiarieS.ompany had restricted cash of $0.3
million recorded in other assets as of March 31, 2017 andhvEd, 2016.

Short-term investments— All liquid investments with an original maturity giter than 90 days but less
than one year are considered to be short-term investmigisiketable short-term investments are
classified and accounted for as available-for-salesitnvents. Available-for-sale investments are reported
at fair value with changes in unrealized gains andeksecorded as a separate component of other
comprehensive income/ (loss) until realized. Realizedsgand losses on investments are determined
based on the specific identification method and are include®iher (income)/expense — net.” The
Company does not hold these investments for speculative orgnaliposes.

Allowance for Doubtful Accounts— The Company maintains an allowance for doubtful accownts t
reserve for potentially uncollectable receivables. Thewalnce for doubtful accounts is based on the
Company’s analysis of collectability of all receivablegs&ve is created for specific receivables that are
at risk of not being paid. Recoveries of losses from adsoreceivable written off in prior years are
presented within income from operations on the consoliddttdments of operations and comprehensive
income/ (loss).

Property and Equipment — Property and equipment are stated at cost, net of atatat depreciation.
Depreciation is calculated on a straight-line basis overestimated useful lives of the related assets.
Leasehold improvements made by the Company, are recordedsabdil improvement assets and are
amortized over the shorter of the estimated useful litheiease term. Repairs and maintenance costs are
expensed as incurred. See Note 6.

Intangible Assets— Intangible assets acquired through business combinatieng@@rgnized as assets,
separate from goodwill, if they represent either a contrat#gal right or have separable value. Intangible
assets arising from the acquisition of subsidiaries origegjindividually are recognized and measured at
fair value upon acquisition.

Intangible assets are carried at cost less accumudahedtization and are amortized on a straight-line
basis or the ratio that current gross revenues foo@upt bear to the total of current and anticipated future
gross revenues for that product, over their estimatddluses as follows:

Contractual agreemei 1.5 - 3 year
Trademark 3 - 15 year
Developed technologi 4 - 6 year
Customer relationshi 8 - 18 year
Software license 5.8 - 10 yeat
Non-compet 5 year:
Assembled workforc 5 year:

We evaluate the remaining useful lives of intangible asdatsporting date to determine whether events
and circumstances warrants a change. See Note 8.

-10 -



Goodwill — Goodwill represents the excess purchase price paid ovaithaliie of the net assets of an
acquired entity on the acquisition date. Goodwill is tbdt® impairment on an annual basis as of
December 31 and between annual tests, if indicatorstenfa impairment exist.

The Company performs an assessment of qualitative $aitiatetermine whether the existence of events
or circumstances leads to a determination that itasertikely than not that the fair value of a reporting
unit is less than its carrying amount. Based on thesassnt of qualitative factors the Company performs
a quantitative assessment, if required. A two-step impait test is required to identify potential goodwill
impairment and measure the amount of the goodwill impairrossttb be recognized. In the first step, the
fair value of each reporting unit is compared to ite'ygag value to determine if the goodwill may be
impaired. If the fair value of the reporting unit exde¢he carrying value of the net assets assigned to that
unit, then no further testing is required. If the carryinfiie of the net assets assigned to the reporting unit
exceeds its fair value, then the second step is perébmmarder to determine the implied fair value of the
reporting unit’s goodwill and an impairment loss is recorflmdan amount equal to the difference
between the implied fair value and the carrying valuta@fgoodwill. See Note 8.

Long-Lived Assets and Intangibles— The Company reviews long-lived assets and intangiblesafsset
impairment whenever events or changes in circumstancesteditat the carrying amount of an asset
may not be recoverable. The carrying amount of long-livedsaase intangible assets is not recoverable
when the sum of undiscounted future cash flows is lems the carrying amount of such assets. The
impairment loss would equal the amount by which the cagrgmount of the assets exceeds the fair value
of the assets. When an impairment loss is recognizediatinging amount of the asset is reduced to its
estimated fair value. Loss is recorded when assetlsnger in use or is not usable. See Note 6.

Business Combination— The Company accounts for its business combinations usingctiudgsgion
method of accounting in accordance with ASC 805, Busir@ssbinations, by recognizing the
identifiable tangible and intangible assets acquirediabdifies assumed and any non-controlling interest
in the acquired business, measured at their acquisitiorfaiatelues. Goodwill represents the excess of
the purchase price over the fair value of net assets acquic&djing the amount assigned to identifiable
intangible assets. Acquisition-related costs are esqxein the periods in which the costs are incurred. The
results of operations of acquired businesses are inclndééd consolidated financial statements from the
acquisition date.

Contingent consideration is included within the acquisitost and is recognized at its fair value on the
acquisition date. A liability resulting from contingent calesation is remeasured to fair value as of each
reporting date until the contingency is resolved. Changdaiinvalue are recognized in consolidated

statement of operations and comprehensive income/ (loss).

During the measurement period, which is one year from thasitbon date, adjustments to the fair value
of assets acquired and liabilities assumed can loeded with the corresponding offset to goodwill. Upon
the conclusion of the measurement period, any subsequerstra€ents are recorded to consolidated
statement of operations and comprehensive income/ (lassN&e 3.

Debt Issuance— Deferred financing costs and original issue discounpeegented as a reduction of the
carrying value of debt and amortized over the term of tlaaeldebt issuance using the effective interest
method. See Note 11.

Revenue Recognition— The Company derives majority of revenues from the sale fiivae
engineering, design and strategy services. The Companyied$sds its software products, however
revenue recognized from software products accounted fotHass10% of total revenues for the years
ended March 31, 2017, 2016 and 2015.

-11 -



Contracts for services are entered into primarily ghee a time-and-materials or fixed-price basis.
Revenues related to time-and-material contracts a@gnzed as the service is performed. Revenues
from fixed-price contracts for software engineering s@&wiavhich require significant production,
modification or customization of software are recognizedgugia percentage-of-completion method. The
Company uses the input (efforts expended) method to measure prtograsss completion as there is a
direct relationship between input and progress. Revenues fx@d firice contracts for strategy and
design services are recognized using the proportional perfoenmeihod. The Company uses the input
(efforts expended) method to measure progress towards campéei there is a direct relationship
between input and progress. Provisions for estimated lobaey, on uncompleted contracts are recorded
in the period in which such losses become probable basadt@micestimates of costs to the completion
of the contract. Revenue relating to revenue sharing agrésjmwhere revenue is a percentage of the
sales made by customer to third parties, is recognized thibesales information of the related products to
the third party is provided by the customer. Costs and earmngscess of billings are classified as
unbilled revenue, while billings in excess of costs amhiags are classified as deferred revenue.

For all services, revenue is recognized when and if, evideinae arrangement is obtained, the price is
fixed or determinable, services have been rendered arettediility is reasonably assured. Revenues
related to services performed, without a signed agreeanemork order, are not recognized until there is
evidence of an arrangement.

Revenues from the licensing of software products are remegjnivhen persuasive evidence of an
arrangement exists, delivery has occurred, the licerses filxed and determinable and the collection of
the fee is probable. Arrangements to deliver software ptedienerally include the software license and
maintenance. Maintenance provides the customer with seftwadates on a when-and-if-available basis
and telephone support. Vendor specific objective evidencarofdlue (“VSOE”) has been established for

the maintenance, based on renewal rates and is thecbacged when the element is sold separately.
Revenue from such contracts is recognized using the residuadanethereby revenue is deferred for the

undelivered maintenance services based on VSOE and tHealeamount is recognized as revenue for
the delivered elements. If there are undelivered softwkments, no revenue is recognized until such
elements are delivered. Maintenance revenue is recogrataayr over the period in which the services

are rendered.

Contingent or incentive revenues are recognized when the camtinge satisfied and amounts are
earned.

Reimbursement of out-of-pocket expenses is accounted fevanues. The related expense is recorded as
cost of revenues. Reimbursed out-of-pocket expenses3dbr2 million, $14.2 million and $18.5 million
for the years ended March 31, 2017, 2016 and 2015, respectively.

Cost of Revenues— The primary component of cost of revenues is personne(sadaties and benefits).
Cost of revenues also includes the cost of facilitiesluding those facilities dedicated to specific
customers, as well as amortization of certain intangibfets which are associated with specific products.

Research and Development Expenses Research and development costs are expensed as incurred
Software product development costs are expensed as inoutiegchnological feasibility is achieved for

a product. Technological feasibility is established upon cetigpl of a detailed program design. Research
and development costs and software development costswuaseid under contractual arrangements with
customers are accounted for as cost of revenues.

Accounting for Share-Based Compensatior- The Company measures employee share-based

compensation awards using a fair value method and recogomgsensation expense for all share-based
compensation awards on a straight-line basis over the rtegseiice periods of the awards. For share-
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based awards where vesting is contingent upon both a sendae @erformance condition, compensation

expense is recognized over the requisite service peritbe @ward when achievement of the performance
condition is considered probable. For stock awards that heare inodified, any increase in the fair value

over the original award on the date of modification has beearded as incremental compensation
expense on the date of the modification for vested awardsen the remaining service (vesting) period

for unvested awards. The incremental compensation catisé isxcess of the fair value of the modified

award on the date of modification over the fair valutheforiginal award on the date of modification. See
Note 15.

Restructuring Charges— The Company recognizes restructuring charges relatesl ptaits to close or
consolidate excess engineering and administrative facililexonnection with these activities, the
Company records restructuring charges for employee teionnadsts, long-lived asset abandonment and
other exit-related costs.

The recognition of restructuring charges requires the Compamake certain judgments and estimates
regarding the nature, timing and amount of costs asedcwith the planned exit activity. To the extent
the Company'’s actual results differ from its estimatesaamsdimptions, the Company may be required to
revise the estimates of future liabilities, requiring tbeognition of additional restructuring charges or the
reduction of liabilities already recognized. Such changes toqusy estimated amounts may be material
to the consolidated financial statements. At the enelach reporting period, the Company evaluates the
remaining accrued balances to ensure that no excessalacare retained and the utilization of the
provisions are for their intended purpose in accordancedsitbloped exit plans. See Note 17.

Warranties — The Company provides warranties for its software produudssarvices. Wherever, the
warranty is in the nature of implied post contract suppevenues are deferred in accordance with the fair
values of such post contract support services. In ottegscahe Company provides for an estimated
amount for warranty claims at the time related reeeis recognized based on specific warranties and
claims history. Accrued warranty is recorded in otharent liabilities and amounted to approximately
$1.1 million and $0.9 million as of March 31, 2017 and 2016, respBctive

Advertising Costs— Advertising costs are expensed as incurred and were $fichn$2.2 million and
$1.5 million for the years ended March 31, 2017, 2016 and 2015, tieshec

Foreign Currency — The assets and liabilities of foreign subsidiaries whasetional currency is other
than U.S. dollar are translated into U.S. dollarsnfrimcal currencies at current exchange rates and
revenues and expenses are translated from local cwseatiaverage monthly exchange rates. The
translation adjustments are recorded in accumulatedr abeprehensive loss (*AOCL”) on the
accompanying consolidated balance sheets. The U.S. dollarfignttimnal currency for certain foreign
subsidiaries who conduct business predominantly in U.S. doRarsthese foreign subsidiaries, where
transactions are recorded in currencies other thanddlfars, non-monetary assets and liabilities are re-
measured at historical exchange rates, while monetaeysagrd liabilities are re-measured at current
exchange rates. Foreign currency transaction gairssed are included in the consolidated statements of
operations and comprehensive income/(loss) under foreigaegel{gain)/loss.

Use of Estimates— The preparation of financial statements in conformwith U.S. GAAP requires
management to make estimates and assumptions that &feetmounts reported in the consolidated
financial statements. Management bases its estimatdsistorical experience and on various other
assumptions that are believed to be reasonable under ¢thensiances. The actual amounts may vary
from the estimates used in the preparation of the accompacnmsglidated financial statements.
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Concentration of Credit Risk— Financial instruments which potentially subject the Camgpto
concentrations of credit risk consist primarily of agusureceivable, cash and cash equivalents and
derivative instruments. The Company maintains cash ast eguivalents with various financial
institutions that management believes to be of high coggitity. These financial institutions are located
in different countries and, at times, may exceed theusmt of insurance provided on such balances. The
amount subject to credit risk related to derivativerumsents is generally limited to the amount, if any, by
which counterparty’s obligations exceed the obligationshef @ompany with that counterparty. As a
matter of practice, the Company executes derivative costvattt major banks worldwide having good
credit ratings by Standard & Poor’s and Moody’s.

Income Taxes— The Company accounts for income taxes under the assdithitity method, which
requires the recognition of deferred tax assets and liabildrethe expected future tax consequences of
events that have been included in the financial statementder this method, deferred tax assets and
liabilities are determined based on the differences betwedinémeial statement and tax basis of assets
and liabilities using enacted tax rates in effect figryear in which the differences are expected to reverse.
The effect of a change in tax rates on deferred tax assdtsiabilities is recognized in earnings in the
period that includes the enactment date.

The Company records net deferred tax assets to the ex¢e@ompany believes these assets will more
likely than not be realized. If it is determined thaisitmore likely than not that future tax benefits

associated with a deferred income tax asset will natebbized, a valuation allowance is provided. In

making such a determination, the Company considers all bBlaifgositive and negative evidence,

including future reversals of existing taxable temporarfeckhces, projected future taxable income, tax-
planning strategies and results of recent operations.

The Company records uncertain tax positions in accordaitte Agcounting Standards Codification
(“ASC”") 740 — Income Taxes on the basis of a two-step prosbeseby (1) the Company determine
whether it is more likely than not that the tax position vé sustained based on the technical merits of
the position and (2) those tax positions that meet the hkelg-than-not recognition threshold, the
Company recognize the largest amount of tax benefit that&tegrthan 50% likely to be realized upon
ultimate settlement with the related tax authority. Sete 13.

Derivative Instruments and Hedging Activities— The Company enters into derivatives to mitigate the
risk resulting from changes in foreign exchange rates anckstteates. All derivative instruments are
recorded on the balance sheet at fair value.

If a derivative instrument is designated under ASC 815 e@essh flow hedge, effectiveness is measured
between derivative instruments and hedged item for the docuinieatige period. The effective portion
of changes in the fair value of the derivative instrumgnécognized in shareholders’ equity as a separate
component of accumulated other comprehensive loss and reabgnitke consolidated statement of
operations and comprehensive income/(loss) on maturity vthenhedged item affects earnings.
Ineffective portions of changes in the fair value of thevaéinre instruments are recognized in earnings.

If a derivative instrument is designated as a fair vakgge, the changes in the fair value of the derivative
instrument and of the hedged item attributable to the hedgedrasiecognized in earnings in the current
period.

Changes in fair values of foreign currency derivatives naiigdated as hedging instruments are
recognized in foreign exchange (gain)/loss. See Note 9.
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Recent Accounting Pronouncements—

In May 2014, the FASB issued ASU No. 2014-09, Revenue from GQisitwath Customer (Topic 606):
the FASB and the International Accounting Standards B@&SB) initiated a joint project to clarify the
principles for recognizing revenue and to develop a common regtmodard for U.S. GAAP and IFRS
that would remove inconsistencies and weaknesses in revequegements, provide a more robust
framework for addressing revenue issues, improve compéramid improved disclosure requirements.
The effective date for this ASU has been deferred by A®. 2015-14 issued by the FASB during
August 2015. As per ASU No. 2015-14, the guidance in ASU No. 20E4#Bapply to the Company for
annual reporting periods beginning after December 15, 201&amdn reporting periods within annual
reporting periods beginning after December 15, 2019. Early iadofg permitted with some period
choice. The FASB also issued ASU 2016-10 - to further cladiformance obligations and licensing
implementation guidance; ASU 2016-12 and ASU 2016-20 to furllaefycother general topics; and
ASU 2017-05 on other income—Gains and Losses from the Derecogpfitonfinancial Assets. These
amendments have the same effective date as the new revandardt The Company is currently
assessing the impacts of this new standard on its fadaganditions, results of operations and cash flows.

In September 2015, the FASB issued ASU No. 2015-16: SimplifyiagAtcounting for Measurement-
Period Adjustments. The ASU require that an acquiresgeize adjustments to provisional amounts that
are identified during the measurement period in the reporériggin which the adjustment amounts are
determined. This new guidance is effective for fiscal ydmginning after December 15, 2016 and for
interim periods within fiscal years beginning after Delbeml5, 2017. Early adoption is permitted. The
adoption of this standard is not expected to have a mbaierpact on the Company's consolidated
financial statements.

In February 2016, the FASB issued ASU No. 2016-02: Leases, aaoengive standard related to lease
accounting to increase transparency and comparability amm@agizations by recognizing lease assets
and lease liabilities on the balance sheet and discl&sygformation about leasing arrangements. Most
significantly, the new guidance requires lessees togreze operating leases with a term of more than 12
months as lease assets and lease liabilities. Thei@aaoptl require a modified retrospective approach at
the beginning of the earliest period presented. The newasthis effective for the Company for the fiscal
year beginning after December 15, 2019, with early adoptionifpedmThe Company is evaluating the
impact of this standard on its consolidated financiaéstants.

In March 2016, the FASB issued ASU No. 2016-09, Compensatitock £ompensation (Topic 718):
Improvements to Employee Share-Based Payment Accounti®"2016-09"). ASU 2016-09 simplifies
several aspects of accounting for employee share-based gdyamsactions, including the accounting for
income taxes, forfeitures, statutory tax withholding requamas) classification of awards as either equity
or liabilities, and classification on the statement ahclows. The changes in the new standard eliminate
the accounting for excess tax benefits to be recognizedditianal paid-in capital and tax deficiencies
recognized either in the income tax provision or in additipaad-in capital. The Company has elected to
early adopt ASU 2016-09 effective as if adopted the firstofialye fiscal year, or April 1, 2016.

As of April 1, 2016, there were $1.9 million of unrecognized detetax assets attributable to excess tax
benefits that were not previously recognized as they did dateeincome taxes payable. There was no
cumulative-effect adjustment required to retained easnag) of the beginning of the year because the
incremental deferred tax assets were fully offset mypm@esponding increase in the deferred tax asset
valuation allowance. For the year ended March 31, 2017, th@&@wonrecognized all excess tax benefits
and tax deficiencies as income tax expense. An income taXitbeheapproximately $12,000 was
recognized in the year ended March 31, 2017 as a result aldpgan of ASU 2016-09. The treatment of
forfeitures has not changed as the Company is electingriiinae the current policy of estimating the
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number of forfeitures. With the early adoption of ASU 2016#088, Company has elected to present the
cash flow statement on a prospective transition methoth@pdior periods have been adjusted.

In June 2016, the FASB issued ASU No. 2016-13: Measurement oft Qreskes on Financial
Instruments which requires the measurement and recognitexpected credit losses for financial assets
held at amortized cost. ASU 2016-13 replaces the existingrew loss impairment model with an
expected loss methodology, which will result in more tyntrecognition of credit losses. ASU 2016-13 is
effective for annual reporting periods, beginning afterdbdzer 15, 2020. The Company is currently in
the process of evaluating the impact of the adoption of thisdatd on its consolidated financial
statements.

In August 2016, the FASB issued ASU No. 2016-15: Classificatiooeghin cash receipts and cash
payments, which clarifies the presentation and classditatf certain cash receipts and cash payments.
The update addresses specific cash flow issues, incldeioigprepayment or debt extinguishment costs,
contingent consideration payments made after a business ctiominaoceeds from the settlement of
insurance claims and distributions received from equity meithazstees. The update is effective for the
Company for fiscal years beginning on or after December 15, 2@tg. &doption is permitted. Upon
adoption, entities will be required to use a retrogpedtansition approach. The Company is currently
evaluating the impact of the new guidance on its conselidatancial statements.

In October 2016, the FASB issued ASU No. 2016-16: Intrayeftiansfers of Assets Other Than
Inventory, which requires the recognition of current ancemletl income taxes when an intra-entity
transfer of assets other than inventory occurs. Thisqueglance will be effective for the Company for the
fiscal year beginning after December 15, 2018. Early adopsigrermitted. Upon adoption, the entities
will be required to use a modified retrospective trmsiapproach. The Company is currently in the
process of evaluating the impact of the adoption of thiglatdron its consolidated financial statements.

In November 2016, the FASB issued ASU No. 2016-18, StateméPasit Flows (Topic 230): Restricted
Cash, which requires companies to include amounts geneestribed as restricted cash and restricted
cash equivalents in cash and cash equivalents wlemaiéng beginning-of-period and end-of-period
total amounts shown on the statement of cash flows. ABl4 is effective for annual reporting periods,
beginning after December 15, 2018 and early adoption is pedmittee Company is currently in the
process of evaluating the impact of the adoption of thiglatdron its consolidated financial statements.

In January 2017, the FASB issued ASU 2017-01: Clarifying the Diefinibf a Business. The new
guidance revises the definition of a business. The definifi@anbusiness affects many areas of accounting
(e.g., acquisitions, disposals, goodwill impairment, cadabbn). This ASU is effective for annual
reporting periods, beginning after December 15, 2018 and edofytian is permitted. The Company is
currently in the process of evaluating the impact of the amlopif this standard on its consolidated
financial statements.

In January 2017, the FASB issued ASU 2017-04: Simplifying the féestoodwill Impairment, which
removes step two from the goodwill impairment test. As atrasutier the ASU, an entity should perform
its annual, or interim, goodwill impairment test by compating fair value of a reporting unit with its
carrying amount and should recognize an impairment charged amount by which the carrying amount
exceeds the reporting unit’s fair value, however, the lessgnized should not exceed the total amount of
goodwill allocated to that reporting unit. Also, an gnshould consider income tax effects from any tax
deductible goodwill on the carrying amount of the reportingwhén measuring the goodwill impairment
loss, if applicable. This ASU is effective for annual mtpg periods, beginning after December 15, 2021
with early adoption permitted. The Company is currently in the psooé evaluating the impact of the
adoption of this standard on its consolidated finant&éments.
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In March 2017, the FASB issued ASU No. 2017-07: Improving theeRtation of Net Periodic Pension
Cost and Net Periodic Postretirement Benefit Cost. Thendments in this update require that an
employer report the service cost component as part of togeriacome. The other components of net
benefit cost are required to be presented separately fi@setvice cost component and outside a subtotal
of income from operations, if one is presented. This ASléffective for annual reporting periods,
beginning after December 15, 2018 with early adaption permitted amendments should be applied
retrospectively for the presentation of the components of erflb cost in the income statement and
prospectively for the capitalization of the service cashgonent. The adoption of this guidance will
affect financial statement presentation only and will haveffext on our financial position or results of
operations. The Company is currently in the process db@wag the impact of the adoption of this
standard on its consolidated financial statements.

In May 2017, the FASB has issued ASU No. 2017-09: Scope difidation Accounting. The FASB is
issuing this update to provide more clarity when applying the go&dander 718. This update provides
guidance about what changes to the terms or conditions ahtre-based payment award require an
entity to apply modification accounting. This new guidamdl be effective for the Company for the
fiscal year beginning after December 15, 2017. The Companwligagwg the impact of this standard on
its consolidated financial statements.

Reclassifications— Certain reclassifications have been made in the conssdidmancial statements of
prior years to conform to the classification used in tireant year. The impact of such reclassifications on
the consolidated financial statements is not material.

ACQUISITIONS

On July 27, 2015, the Company entered into a ‘Share Purclgasement’ (SPA) with SmartPlay Global
PCC, Mauritius (SmartPlay) which along with its four sdizsies in India, US, Singapore and Canada,
was engaged in the business of chip design services. The aoquisis done primarily to expand service
offerings and customer base of the Company. The Company cethgle¢ acquisition of all the
outstanding shares and ownership interests by making a payfri&h4® million in cash on August 7,
2015 (“Closing date”). The Company was also obligated to paadditional consideration to the former
owners of up to $39 million, in a combination of stock andhcaser a three year period contingent upon
the achievement of agreed revenue parameters.

The Company recorded the estimated fair values of netblangnd intangible assets (“net assets”)
acquired and the excess of the consideration transferredttovesggregate of such fair values was
recorded as goodwill. The estimated fair values of neetasacquired were based upon valuations
prepared by the Company.

The purchase consideration for the acquisition is set attw:

Amount
Cash considerati¢ $  140,00(
Fair value of contingent consideration 3,800
Total purchase consideration $ 143,800

The fair value of the contingent consideration as of tlggiaition date was determined to be $3.8 million
and was included within the purchase consideration with sesmonding liability established. The
Company remeasured the fair value of the consideration Bam@h 31, 2017 and estimated that the
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revenue numbers were below the targets as defined und8PtheAccordingly, the Company reversed
the liability for contingent consideration and recorded a casft income of $3.8 million in selling,
general and administrative expenses.

The following table summarizes the allocation of the purcpaise based on the fair value of the assets
acquired and the liabilities assumed as of the datecqtisition, including measurement period
adjustments:

Amount

Assets acquired, net of liabiliti $ 11,62¢
Property and equipme 92¢
Intangible asse

Trade nam 1,80C

Customer relationshig 26,80(

Non-compet 1,30C

Customer contract 2,800
Deferred tax (8,682)
Net assets acquir 36,57¢
Purchase consideration 143,800
Goodwill $ 107,225

During the year ended March 31, 2017, the Company recorded a measuneeniod adjustment
decreasing its goodwill by $4.3 million. These measurement padpgtments did not have a significant
impact on the Company’s consolidated financial statements.

DISTRIBUTION

On March 16, 2015, the Company's Board of Directors declarede-time special distribution (the
“Distribution”) of $0.2011 per share payable on each share ofmmomstock to the stockholders of record
and for each vested option payable to the option holdersafd-&om the options granted pursuant to the
Company’s 2006 Share Incentive Plan (See Note 15 for additicimamation on the Share Incentive
Plan) of record at the close of business on March 16, 2016dRmsthe 451,726,189 shares of common
stock and 20,770,058 vested options outstanding on the distribution deterdhe distribution totaled
$95 million. The distribution reduced additional paid-in capitltte Company did not have retained
earnings.

SHORT-TERM INVESTMENTS

The short-term investments were as follows as of Match

2017 2016
Available-for-sale investment securities:
Mutual funds $ - $ 3,019
Total short-term investments $ - $ 3,019

The Company does not hold any short-term investments as ah @ar2017. The Company’s short-term
investments as of March 31, 2016 consisted of investments ilaldedor-sale INR denominated mutual
funds.
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The amortized cost, gross unrealized gains and |amse@sfair value of available-for-sale investment
securities were as follows at March 31:

201¢€
Amortized Unrealized Unrealized .
i Fair Value
Cosli Gains Loss
Mutual funds $ 3016 $ 3 % - $ 3,019
Total available-for-sale investment securities $ 3016 $ 3 3 - $ 3,019

There are no available-for-sale investment securitiesconéinuous unrealized loss position for less than
12 months and for 12 months or longer.

PROPERTY AND EQUIPMENT — NET
Property and equipment as of March 31, 2017 and 2016 aokoest

Useful Life

(In Years) 2017 2016

Machinery and equipme 5-7 $ 19,567 $ 24,22
Buildings 30 2,02¢ 1,97¢
Leasehold improvemer up to 1( 28,81¢ 24,251
Furniture and fixture 3-E 7,00¢ 6,91:
Computer equipment and softw 3-E 89,31( 83,97
Lanc 7,252 7,08¢
Property and equipment under capital leases 3-9 4,633 7,576

Total property and equipm 158,61: 156,00:
Accumulated depreciation (104,668) (100,532)
Property and equipment — net $ 53,944 $ 55,471

Accumulated amortization of capital lease assets$a8 million and $4.3 million as on March 31, 2017
and 2016, respectively. Depreciation and amortization expssiated with property and equipment was
$18.2 million, $20.4 million and $20.1 million for the years ended dila3l, 2017, 2016 and 2015,
respectively.

No impairment of property and equipment was identifiednduthe years ended March 31, 2017, 2016
and 2015.

(This space has been intentionally left blank)
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7. ACCUMULATED OTHER COMPREHENSIVE LOSS

Changes in accumulated other comprehensive loss by composrenasvfollows for the year ended March

31, 2017:

Foreign currency translation adjustments:
Beginning balance
Less: gain arising during the year

Ending balance

Unrealized loss on derivative instrument:
Beginning balance

Less: reclassification of loss to interest expense
Less: unrealized gain arising during the year

Ending balance

Actuarial loss on pension plan:

Beginning balance

Less: amount amortized as net periodic pension cost
Add: loss for the year

Add: effect of exchange rate changes

Ending balance

Net unrealized gain on available-for-sale investmen
Beginning balance
Less: reclassification of net gains to Other (inepiexpense - net

Ending balance

2017

Before Tax Tax Net of Tax

Amount Effect Amount
(150,011) $ - $ (150,011)
8,028 - 8,028
(141,983) $ - $  (141,983)
(13,308) $ - 3 (13,308)
073 - 3,072

352 - 352
(9,884) $ - $ (9884
(3,337) $ 1019 $ (2,318)
257 (83) 174
(1,189) 371 (818)
(77) 24 (53)
(4346) $ 1331 3 (3,015)

3 3 1 $ 2

3 1 2

- % - 0% .

(This space has been intentionally left blank)
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Changes in AOCL by component for the years ended March 31, 8B81darch 31, 2015 were as follows:

2016 2015
Before Net of Before Net of
Tax Tax Tax Tax Tax Tax

Amount Effect Amount Amount Effect Amount
Foreign currency translation adjustments:
Beginning balance $ (128,989 - $ (128989 $  (109,342)$ - $  (109,342)
Add: loss arising during the year (21,022) (21,022) (19,647) (19,647)
Ending balance $ (150,011) $ - $§  (150,011) $ (128,989)$ - $ (128,989)
Unrealized loss on derivative instrument:
Beginning balance $ (6,407% - $ (6,407) $ (770)$ - $ (770)
Less: reclassifications of loss to:

Interest expense - net - 770 770
Add: Unrealized loss arising during the year (6,901) (6,901) (6,407) (6,407)
Ending balance $  (13,308) $ - $ (13308 $ (6,407) $ - $ (6,407)
Actuarial loss on pension plan:

Beginning balance $ (4398 1311% (3,087) $ (1,796)$ 1075 $ (721)
Add: gain/(loss) for the year 450 (108) 342 (2,819) 341 (2,478)
Less: amount amortized as net periodic

pension cost 374 (112) 262 143 (61) 82
Less: effect of exchange rate changes 237 (72) 165 74 (44) 30
Ending balance $ (3337)$ 1019 § (2,318) $ (4398)$ 1311 % (3,087)
Net unrealized gain on available-for-sale investmen
Beginning balance $ 264 $ (90)$ 174 $ - $ -$
Less: reclassification of net gains to

Other (income)/expense - net (264) 90 (174)
Add: unrealized gains arising during the year 3 (1) 2 264 (90) 174
Ending balance $ 3% 1) $ 2 3 264 %  (90) $ 174

(This space has been intentionally left blank)

-21 -



GOODWILL AND OTHER INTANGIBLE ASSETS

The Company currently operates in two reporting units;efiti Engineering and frog design.

As of December 31 2016, which is the Company's annual impairtesting date, the Company
performed an assessment of qualitative factors folritsent Engineering reporting unit and step one of
goodwill impairment test for its frog reporting unit.

Based on such assessment of qualitative factors, the&gntoncluded that it is not more likely than not
that the fair value of the Company’s Aricent Engineeringpréng unit is less than its carrying amount
and based on step one of goodwill impairment test, the Compamyuded that no impairment is
warranted for its frog reporting unit for the year endeatd¥t 31, 2017.

As of December 31, 2015, the Company conducted step one of its goodalill impairment test for its
two reporting units, Aricent Engineering and frog design,ciwvhincorporated existing market-based
considerations and operating information based on currentsresud projections. The results of the
evaluation showed that as of December 31, 2015, the faiesvafithe reporting units exceeded their book
values.

The following table summarizes the changes in goodwill,Heryears ended March 31, 2017 and 2016:

Balance — March 31, 2015 $ 284,582
Acquisition 111,588
Foreign currency translation adjustments (13,406)
Deferred tax adjustments (337)

Balance — March 31, 2016 $ 382,427
Impact of measurement period adjustments (4,363)
Foreign currency translation adjustments 5,520
Deferred tax adjustments (259)

Balance — March 31, 2017 $ 383,325

During 2013, the Indian Supreme Court ruled that amortization of gbasitdax deductible in India. As a
result, during 2017 and 2016 goodwill has been reduced by $0.3 milliadOaBanillion, respectively to
reflect the tax benefits related to the excess of tax-diétiigoodwill over financial reporting goodwill.

Intangible Assets— Changes in gross carrying amounts of intangible adseitsg the year ended March
31, 2017 includes acquisition of software licenses of $31éomilassembled workforce $1.0 million and
translation adjustments of $3.5 million. Undiscounted valu¢éhefpayments of acquired intangibles is
$347.8 million. Since the payment term is spread over a periaghtof five years, the Company has
discounted the long term payables using an incremental bogoaie and recorded acquired intangibles
at $316.7 million.
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In the current year the Company has made a payment of $76.8 miltiotheé expected future payments
as of March 31, 2017 are as follows:

Years Ending

March 31 Amount

201¢ $ 77,58¢
201¢ 86,25(
202( 54,88t
2021 onwards 52,240
Total $ 270,963

During the year ended March 31, 2016, changes in gross carryingnesmaf intangible assets were
related to intangible assets acquired on acquisitiom@r®lay and translation adjustments. No residual
value is estimated for the intangible assets.

The components of intangible assets, including foreigrenay translation adjustments of $1.4 million
and $4.6 million, as of March 31, 2017 and 2016 respectivelysaf@lows:

Gross Net
Carrying Accumulated Carrying
Amount Amortization Amount
Intangible assets as of March 31, 20
Contractual agreeme! $ 5,79t $ (5,795 $ -
Trademark 5,67¢ (3,729 1,947
Developed technologi 45,31( (45,310 -
Software license¢ 315,74 (9,375 306,36
Customer relationshi 204,25: (129,572 74,68:
Non-compet 1,28¢ (424 862
Assembled workforce 952 (57) 895
Total $ 579014 $ (194,262)$ 384,752
Intangible assets as of March 31, 20
Contractual agreeme! $ 579 $ (4,252 $ 1,54¢
Trademark 5,66¢ (2,888 2,771
Developed technologi 45,31( (45,310 -
Customer relationshi 200,83¢ (116,752 84,08:
Non-compete 1,267 (165) 1,102
Total $ 258,874 $ (169,367) % 89,507

(This space has been intentionally left blank)
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Amortization of intangible assets included in operating ireovas $22.9 million, $11.9 million and $10
million for the years ended March 31, 2017, 2016 and 2015, respgctiugiure estimated annual
amortization expense, as of March 31, 2017, is as follows:

Years Ending

March 31 Amount

201¢ $ 45,07«
201¢ 44,88
202( 44,03
2021 43,48
2022 42,64t
Thereafter 164,643
Total amortization expense $ 384,752

The weighted-average remaining amortization periods fangible assets as of March 31, 2017, were as
follows (in years):

Trademark 3.4¢€
Software license 9.74
Customer relationshi 6.9z
Non-compet 3.3¢
Assembled workforc 4.71

FINANCIAL INSTRUMENTS

In the normal course of business, the Company is exposed ketmak arising from changes in currency
exchange rates and interest rates. The Company usesideriveatncial instruments to manage exposures
to foreign currency and interest rate risks. The Compaolyjsctive for utilizing derivative financial
instruments is to mitigate the risks from these exposures

Foreign Currency Exposures — The Company manages foreign cumetitgnge rate risk through the
use of derivative financial instruments comprised of fedsacontracts and option contracts. All such
derivative financial instruments are reported in thesobdated balance sheets at fair value (see Note 10)
with the changes in fair value of the derivative finah@istrument recognized in earnings. The Company
does not use derivative financial instruments for tradmgpeculative purposes.

During the year ended March 31, 2017, the Company did not apply hedgenting for its foreign

currency forward contracts.

(This space has been intentionally left blank)
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The total gross notional amount by type of derivativaricial instruments as of March 31, 2017, is as
follows:

Forward Contracts Outstanding

Currency Notional us
to Sell Coverage Dollars
US dollar (contracts to sell USD/buy IN usD INR 10,852,00 $ 161,20(
Australian dollar (contract to sell AUD/buy USD) AUD AUD 3,990 3,038
British pound (contracts to sell GBP/buy U GBP GBP 11,60 14,49(
Euros (contracts to sell EUR/buy U¢ EUR EUR 38,781 $ 41,99
Option/Range Forward Contracts Outstanding
Currency Notional us
to Sell Coverage Dollars
Euros (contracts to sell EUR/buy USD) EUR EUR 1,800 $ 1,922
US Dollars (contracts to sell USD/buy INR) uSD INR 622,176 9,600

The total gross notional amount by type of derivativalicial instruments as of March 31, 2016, is as
follows:

Forward Contracts Outstanding

Currency Notional us
to Sell Coverage Dollars
US dollar (contracts to sell USD/buy INR) uSh INR 9,467,165 $ 138,240
Australian dollar (contract to sell AUD/buy USD) AUD AUD 3,310 2,543
British pound (contracts to sell GBP/buy USD) GBP GBP 9,600 13,820
Euros (contracts to sell EUR/buy USD) EUR EUR 38,710 $ 43,509
Option/Range Forward Contracts Outstanding
Currency Notional us
to Sell Coverage Dollars
Euros (contracts to sell EUR/buy USD) EUR EUR 4,200 $ 4,752

The Effect of Derivative Instruments on the Consolideed Statements of Operations and
Comprehensive Income/(Loss) —The following table summarizes the amount of foreign arge
(gain)/loss recognized in the consolidated statementpe@fations and comprehensive income/(loss) for

the years ended March 31, 2017, 2016 and 2015. The following (gangmdt from derivative financial
instruments that are.

2017 201¢ 201¢
Foreign exchange (gain)/lc $ (16,351 $ 2,09 $ (26,511
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Interest Rate Exposure—

In April 2014, the Company entered into a forward startingr@dt rate swap transactions executed through
Bank of America Merrill Lynch (“BAML”) and Citi bank of $15@illion each against $300 million secured
term loans from variable interest rate to fixed rateective October 2016 fixing the Libor at 3.033%.

In November 2014, the Company entered into an additional forstarting interest rate swap transaction of
$50 million executed through BAML against the first liemwwed term loan. The forward starting interest
rate swaps have an effective date of October 2016 aga Ifibor of 2.6435%

In December 2016, the Company entered into an additional fostantihg interest rate swap transaction of
$100 million executed through BAML against first lien seclterm loan. The forward starting interest rate
swaps have an effective date of January 2017 at a fixed &fitdod 775%

All the above interest rate swaps are accounted forcastaflow hedge under ASC 815 — Derivatives and
Hedging.

The Company recorded expense of nil, $0.03 and $0.03 millionedfedtive portion of changes in fair
value of these derivatives, in other (income)/expense —faregach of the years ended March 31, 2017,
2016 and 2015.

The Company recorded $5.8 million and $2.7 million under currehtlities, $5.7 million and $12.4
million under other long-term liabilities and $0.2 million and inilother assets as of March 31, 2017 and
2016, respectively to reflect the fair value of the interate swaps.

The amount reclassified from AOCL to the interest egpaiuring the year ended March 31, 2017 and 2016
is $3.1 million and nil, respectively. Based on curresuagptions regarding the interest rate environment
as of March 31, 2017, the estimated amount from AOCL thapected to be reclassified into interest

expense within the next 12 months is $5.7 million.

Counterparty Credit Risk — The use of derivative financial instruments exposesGbmpany to
counterparty credit risk. If the counterparty fails tofpen, the Company is exposed to losses if the
derivative is in an asset position. When the fair valuea oflerivative instrument is an asset, the
counterparty has to pay the Company to settle the confrhig.exposes the Company to credit risk.
However, when the fair value of a derivative instrumena igability, the Company has to pay the
counterparty to settle the contract and therefore tiser® counterparty credit risk. The Company has
established policies and procedures to limit the poterioal counterparty credit risk, including
establishing credit limits for credit exposure and contiguaksessing the creditworthiness of
counterparties. As a matter of practice, the Companyuea®alerivative contracts with major banks
worldwide having good Standard & Poor’'s and Moody’s credit ratifig further reduce the risk of loss,
the Company generally enters into International Swaps ami/ddive Association master agreements
with substantially all of its counterparties. Master ingtagreements provide protection in bankruptcy in
certain circumstances and, in some cases, enableaklas and payables with the same counterparty to
be offset in the consolidated balance sheets, providing feore meaningful balance sheet presentation of
credit exposure. The Company’s derivative contracts do not ooatsi credit risk related contingent
factors and do not require collateral or other secutitybe furnished by the Company or the
counterparties.
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10. FAIR VALUE

The fair value of the Company’s cash and cash equivalessicted cash, accounts receivable, accounts
payable and accrued liabilities approximates carrying amoecause of the short-term nature of these
instruments. The Company’s cash equivalents are compfseaksh deposited in certificates of deposit
with short term maturities.

US GAAP establishes a fair value hierarchy that prae#ithe inputs to valuation techniques used to
measure fair value. The hierarchy gives the highest pritwitynadjusted quoted prices in active markets
for identical assets or liabilities (Level 1 measuremsieand the lowest priority to unobservable inputs
(Level 3 measurements). The three levels of the fair yakrarchy under US GAAP are described below:

Level 1 — inputs are based upon quoted prices (unadjusted}iue anarkets for identical assets or
liabilities which are accessible as of the measuremeat dat

Level 2 — inputs are based upon quoted prices for simitsata®or liabilities in active markets, quoted
prices for identical or similar assets or liabilities markets that are not active and model derived
valuations for the asset or liability that are derivech@pially from or corroborated by market data for
which the primary inputs are observable, including forwatdrest rates, yield curves, credit risk and
exchange rates.

Level 3 — inputs for the valuations are unobservable and amdb@s management’s estimates of
assumptions that market participants would use in pricingaiset or liability. The fair values are
therefore determined using model-based techniques such as pptimg models and discounted cash
flow models.

The carrying amounts and fair values of the Company sfiah assets and liabilities as of March 31,
2017 and 2016 were as follows:

Balance Sheet 2017 2016
Level Classification Carrying Fair Carrying Fair
Amount Value Amount Value
Assets:
Mutual fund: Level 1 Short-term investmer - - 3,019 3,019
Interest rate sw: Level z Other asse 190 190 - -
Foreign currency forward ~ Level 2 Other current
& Option contracl 4,743 4,743 1,920 1,920
Total $ 4933 $ 4933 § 4939 $ 4,939
Liabilities:
Foreign currency forward ~ Level 2 Other current
& option contract $ (145) $ (145) $ (753)$ (753)
Interest rate swap Level 2 Other current/
other long-terr (11,557) (11,557) (15,070) (15,070)
Senior secured term loans Level 1 Current/long term (915,050)  (915,350) - -
Level 2 Current/long term - - (922,390)  (917,886)
Contingent consideration Level 3 Current/long term - - (3,800) (3,800)
Total $ (926,752) $ (927,052) $ (942,013)$ (937,509)
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11.

The following methods and assumptions were used by the Compagstimmating the fair value of its
financial assets and liabilities:

As of March 31, 2017, secured term loans are fair valusgdan the available quoted price. The
Company classifies the fair value under Level 1 as the duptee of secured loan available on
measurement date. As of March 31, 2016 the Company perforeisdaunted cash flow analysis based
on estimated cash flows since the quoted price weravadtible and therefore classified it under Level 2.

The Company’s interest rate swap agreements are ti@atpahlified hedges. Fair value is determined in a
model valuation based on quoted LIBOR swap rates adjfistetne value of money, credit and non-
performance risk. The Company classifies interest rasg sn Level 2, as quoted LIBOR swaps can be
corroborated based on observable benchmark market tat@sionly quoted intervals over the full term
of the swaps.

The Company classifies all forward contracts and optimiracts in Level 2 as quoted prices can be
corroborated based on observable market transactiopstofiarency rate and forward currency prices.

Short-term investments in mutual funds are fair valued dasethe Net Asset Values (NAVs). The
Company classifies the fair value under Level 1 as the N#AWsutual fund are quoted on a daily basis.

The valuation for the contingent consideration in relationaéguisitions is determined based on
unobservable inputs, such as historical financial resmiisassumptions about future growth rates, which
require significant judgment to determine the future outcamleasa such are in Level 3.

A reconciliation of contingent consideration from the openirtipécclosing balances is as follows —

Amount
Balance as at March 31, 2( $ -
Additons 3,80(
Change in fair value -
Balance as at March 31, 2016 $ 3,800
Change in fair value (3,800)
Balance as at March 31, 2017 $ -

BANK BORROWINGS AND LONG TERM DEBT

The Company completed a refinancing of its outstanding debt obhgaby entering into new debt
facilities during the year ended March 31, 2015. The Company obt&6%&9 million first lien term loan
facility (the “First Lien term loan”) due April 14, 2021 danother new $200 million term loan facility
(the “Second Lien term loan”) due April 14, 2022. The proceezie used to repay all of its obligations
under its August 2011 senior credit facility agreements wainbunted to $296.8 million and pre-pay its
senior subordinated Paid-In-Kind (“PIK”) note amountingbtit4.8 million, including accrued interest of
$9.1 million. The Company further used the proceeds to distributen#®dn to its common shareholders
and vested option holders of record on March 16, 2015. The Conagaoynted for the transactions as
extinguishment of debt and issuance of new debt and accordinglyledca loss on extinguishment of
debt of $6.9 million and a total of $6.6 million was recordeddditional paid-in capital related to this
extinguishment during the year ending March 31, 2015.
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The secured term loans were issued at discount of $lifiGnnand the Company also paid financing
costs of $2.1 million. The discount and financing costgererded on the balance sheet as a reduction to
the carrying value of the debt and are recognized as ih&rpense using the effective interest method
over the term of the loans.

On August 14, 2015, the Company availed itself of a provismmiuded in the First Lien Credit
Agreement dated April 14, 2014, to increase its borrowingsruhéerirst Lien. The Company borrowed
an additional $75 million under the First Lien Agreement andl tke funds to repay revolver credit
facility drawn in connection with acquisition of SmartRI&is borrowing was issued at a discount of
$1.1 million and other legal and consulting fee of $ 0. lionill

The Company’s bank borrowings and long-term debt as of Marcl2@Il7 and 2016 consists of the
following:

2017 201¢€

Secured term lo¢

- First lien term loi $ 71505( $ 722,39

- Second lien term loan 200,000 200,000
Revolving credit facility 25,000 -
Total deb 940,05( 922,39(
Less: Current portion 32,340 7,340
Non — current portic 907,71( 915,05(
Less: Unamortized discount and debt issuance 13,392 16,581
Net non — current portion of debt $ 894318 $ 898,469

The Company has set forth a brief description of its cfadilities in place as of March 31, 2017 below.
$734 million First Lien Term Loan credit agreement —

- Maturity and Amortization: The Term Loan matures on April 14, 2021. The Term Loanbailtepaid in
equal quarterly installments of 0.25% of the original outitanprincipal beginning from September 30,
2014 to March 31, 2021 and the balance to be paid on maturity.

- Interest: The Term Loan has an interest rate of LIBOR plus 4.50%gimavith a Floor of 1%. The
Company is currently making interest payments on a monthly hagisver the Company has ability to
elect longer tenure.

- Guarantors: The obligations of the borrower under the Term Loan arenditonally guaranteed by
certain wholly owned domestic restricted subsidiaries of tmagainy (the “Term Guarantors”).

- Collateral: The Term Loan is secured by all outstanding equityests of each borrower and restricted
subsidiary owned by the credit party (Aricent Technologies).

- Mandatory Prepayments: The Company may also be required to make annual mandatpgyprents of

up to 50% of its excess cash flow, as defined in the cagdi#gement. It may also be required to make a
mandatory prepayment under certain prepayment events unlesarthegpmandatory prepayment amount
is reinvested, or contracted to be reinvested, withinde8@ of the event.
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- Covenants: The Term Loan is governed by the credit agreement whiclosegpcertain restrictions
including, but not limited to, the payment of dividends or o#fwgrity distributions and the incurrence of
debt or liens upon the assets of the Company or its subsidihesredit agreement also calls for the
Company to maintain a total leverage ratio of less tharaid subsequently stepping down on an annual
basis, until it reaches 5:1 in September 2017 and thereafiietherexpiration date.

$200 million Second Lien Term Loan credit agreement —
- Maturity and Amortization: The Term Loan matures on April 14, 2022.

- Interest: The Term Loan has an interest rate LIBOR plus 8.50% imarigh Floor at 1%. The Company
is currently making interest payments on a monthly basis \ewtke Company has ability to elect longer
tenure.

- Guarantors: The obligations of the borrower under the Term Loanumeonditionally guaranteed by
certain wholly owned domestic restricted subsidiaries of tmagainy (the “Term Guarantors”).

- Collateral: The Term Loan is secured by all outstanding equityests of each borrower and restricted
subsidiary owned by the credit party (Aricent Technologies).

- Mandatory Prepayments: Mandatory prepayments are not applicable unless thelkersiTerm Loan has
been repaid in full. At this time, mandatory prepaymentthe Second Lien will be required following the
same methodology described under the First Lien mandatory prepaymsnof March 31, 2017 the
Company was not required to make mandatory prepaymentshen [eitst or Second Lien Term Loans.

- Covenants: The Term Loan is governed by the credit agreement whiclosegpcertain restrictions
including, but not limited to, the payment of dividends or o#fwgrity distributions and the incurrence of
debt or liens upon the assets of the Company or its subsidihesredit agreement also calls for the
Company to maintain a total leverage ratio of less thamil and subsequently stepping down on a annual
basis, until it reaches 5.5:1 in September 2017 and theraaftiethe expiration date.

$75 million Revolving Credit Facility— The Company has the ability to borrow up to $75 million under a
Senior Secured Revolving Credit facility. Interest aceroie the revolving credit facility at LIBOR plus a
4.5% margin. As on March 31, 2017, the Company has borrowed $@&nrfiom this credit facility.
Proceeds from the borrowing were used by the Company tageaits working capital requirements.
Non-fund based letters of credit outstanding under the regpbiiedit facility aggregated to $4 million
and $3.6 million as of March 31, 2017 and 2016, respectively. Théaondisg balance of the Credit
Facility carried an effective interest rate of 5.48% genum as at March 31, 2017. Availability under the
revolving credit facility after deducting outstanding lettereredit was $46 million and $71.4 million at
March 31, 2017 and 2016, respectively.

During the year ended March 31, 2017 and 2016 the Company incurred $6@5 and $61.7 million as
interest expense respectively on its borrowings.

The Company’s net weighted-average borrowing cost for adtanding borrowings was 6.37% for both
the fiscal 2017 and 2016.
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As of March 31, 2017, the annual scheduled maturities foEdmpany’s bank borrowings and long term
debt were as follows:

Years Ending

March 31 Amount
201¢ $  32,34(
201¢ 7,34(
202(C 7,34(
2021 7,34(
2022 onwards 885,690
Total $ 940,050

. COMMITMENTS AND CONTINGENCIES

Lease Obligations— The Company leases certain facilities under non-cancelplelating leases. The
Company also has commitments under capital leases reldesbséhold improvement. The operating and
capital leases expire in various years through Dece@®#8 and require the following minimum lease
payments:

Years Ending Operating Lease:  Capital Lease:
March 31 Amount Amount
201¢ $ 11,69 $ 442
201¢ 5,624 442
202(C 4,762 442
2021 2,751 184
202z 2,17¢ -
Thereafter 9,199 -
$ 36214 $ 1,513
Less: Amount representing interest 233
Total of minimum lease payments $ 1,280
Less: Current portion 331
Long-term capital lease obligation $ 949

Total rent expense for the years ended March 31, 2017, 2016 andazfddnted to $18.0 million,
$20.9 million and $21.2 million, respectively.

(This space has been intentionally left blank)
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The Company has entered into sublease contract of #8 tefices which is non-cancelable in nature.
Future minimum sublease payments expected to be recaided non-cancellable subleases as at March
31, 2017 are, as follows:

Years Ending Operating Leases
March 31 Amount
2018 $ 566
2019 472
2020 242
Total $ 1,280

Guarantee Arrangements— The Company enters into guarantee arrangements indmaugr course of
business with certain third-party banking institutions on lbebf its subsidiaries. The estimated
outstanding balance for guarantees issued on behalf stibisédiaries was approximately $4 million and
$2.1 million as of March 31, 2017 and 2016, respectively. As otMad, 2017 and 2016, the estimated
amount of non-cancellable purchase commitments under contrastst0.6 million and $2.8 million,
respectively.

Legal Matters —

Bangalore Campus Matter -On May 19, 2003, the Company’s principal subsidiary in India, Aticen
Technologies (Holdings) Ltd. (*“ATHL"), entered into an agreent (the “Agreement”) with a purchase
option with the land owner and the developer for the developreasie and potential sale of a Bangalore
land facility in India (the “Company’s Bangalore Campugi)July 2005, the developer of the Company’s
Bangalore Campus filed a lawsuit against ATHL in they @ivil Court of Bangalore, India seeking
recovery of rent and interest aggregating to $0.7 million. Thkieldeer also claimed wrongful possession
and sought to have ATHL vacate the premises and pay danfbdt deposited $0.4 million with the
court representing the amount it determined was contractaakd to the developer pursuant to the
Agreement from the date of occupancy through January 200 tatee ATHL exercised its right to
purchase the Company’'s Bangalore Campus pursuant to the Agre&heoburt permitted the developer
to encash this amount in February 2008. ATHL has also jatéeinio remit to the land owner the rental
amount it determined to be contractually due to the lanaegvbut the land owner has refused to accept
such rental cheques. In December 2008, the developer respondekhdpyafmotion for damages
equivalent to the amount of rent. The trial court aldvthe motion in March 2011, but ATHL challenged
the order with the Karnataka High Court, Bangalore (thigh Court”) and obtained a stay in the matter.
Finally, in September, 2013, the High Court set aside tipeigmed order of trial court and directed the
trial court to dispose of all the lawsuits expeditiously.

In January 2007, ATHL sent both the developer and land owner raftite® exercise of its option to
purchase the Company’s Bangalore Campus for $3.6 million pursuthe Agreement. In February 2007,
ATHL filed a lawsuit in the City Civil Court of Bangaloridia against both the developer and owner of
the Company’s Bangalore Campus directing them to execute a sdlendavor of ATHL pursuant to the
Company’s contractual purchase option under the Agreement.

In September 2010, the developer filed another lawsuit d@ganslL in the City Civil Court of

Bangalore, India seeking recovery of damages and intengestsenting the portion of the land and
building previously owned by the landowner of the property. The desetdpims to have purchased the
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owners’ interest in April 2010 and sought eviction based on itseeship of this portion. The Company
had opposed the claims.

All three lawsuits described above have been consolidateédelhwhich commenced in November 2011
and completed in February, 2016. The judgements were pronouytkd Bourt in April 2016 wherein
the 2 cases filed against the Company by the developer foioevias been allowed by the Court and the
Company’s case of Specific Performance was dismissiadnwicosts. These judgements were appealable
before the Hon'ble High Court of Karnataka. The Companyalr@sady filed appeals in both the eviction
suits and also in a suit for Specific Performance reefoe High Court of Karnataka and the same have
been admitted by the Court. The Court granted a stay on diee afr eviction subject to payment of the
ordered amount. Amount of $5.1 million has been dulyg pgi ATHL to developer. The matter is now
pending before the Hon’ble High Court of Karnataka.

Based on expert advice, the Company believes that it has ecgsedind possibility of resolution of the
matter against the Company is remote. Further, the Congmes/not believe that the resolution of these
matters will have a material adverse effect on its cafesteld balance sheets or consolidated statements of
operations and comprehensive income/ (loss), or consolidaséoflows.

Service Tax Matter— On October 20, 2011, the Company’s subsidiary, Aricent Téuotjes (Holdings)
Ltd. (“ATHL") received a show cause notice from the servaedepartment of India demanding service
tax on reimbursements made by ATHL to its various brantbresalaries, rent and to other vendors
located outside of India for visa and insurance servimeATHL employees traveling abroad from fiscal
year 2007 through 2010. Additionally, in the above notices the sdrscauthorities have included all
amounts incurred in the foreign currency by ATHL, on wlsehvice tax applicable on import services has
not been paid as chargeable to service tax. Since July 22, 20H2, Ads received similar notices
covering fiscal years 2011 to 2015. The total tax demanded forysacts stands at $35.7 million. This
amount does not include interest which is $44.6 million upto@asth 2017.

For years upto 2014 ATHL has also received orders from Casioner of Service Tax confirming above
tax demand and also imposing interest and a penaltyadqoi to 100% of service tax demanded. ATHL
has filled Appeal with the tribunal (CESTAT) against #®ve order from Commissioner of Service Tax.
For 2015, the Service tax authorities have only issued show natise and ATHL has during the year
filed response before the Commissioner of Service Taxstghe same. The proposed tax demand in such
notice is for $2.2 million which is included in total talemand mentioned above. In April 2017, the
CESTAT has issued order granting stay of demand foridbal fyears 2007 to 2012 till disposal of appeal.
In respect of demand determined for FY13 and FY14, pursuaméadment in law the Company made a
mandatory pre-deposit of $0.8 million before filing appedbleethe CESTAT. The recovery of balance
amount is stayed till disposal of appeal.

The service tax department claims these services in abowenerl years qualify as an import of service
and that under Section 66A/66B of the Finance Act of Indienace tax is due and owing. The Company
believes that Section 66A/66B is not applicable and accordinglgemndce tax and consequently no

interest is due on these particular services. Since the Gyniges not suppressed any facts, it is the
Company’s position based on legal advice that tax authociigs for penalty would not sustain and it is
remote that the service tax demand will materializeseBeon legal advice, judicial precedents and reply
being filed by legal counsel which supports the Company’s ipnsithe Company is of the view that

outcome of this matter will not have a material advefBecteon the Company’s consolidated balance
sheets, consolidated statements of operations and doemgree income/(loss) or consolidated cash flows.

Other Matters - The Company is involved in various claims and legal actioiséngrin the ordinary
course of business. In the opinion of management, the outcosnelotlaims and legal actions, if decided

-33-



13.

adversely, is not expected to have a material adverset eff the Company’s consolidated balance sheets,
consolidated statements of operations and comprehensoreeftoss) or consolidated cash flows.

INCOME TAXES
The Company consolidates its entities under Aricent, a @aystands entity. Accordingly, the Company
has presented the domestic portion of the disclosures batbwh& country of domicile as the Cayman

Islands.

The domestic and foreign components of income/(loss) behm@me taxes, net of non-controlling
interest, for the years ended March 31, 2017, 2016 and 2015, anepeiged of the following:

2017 201¢ 201F
Domestic $ (40,123 $ (53,998 $ (62,505
Foreigr 58,69 69,24 127,60
Total $ 1856( $ 1524¢ $ 65,10

The provision/(benefit) for income taxes for the years endedhvizl, 2017, 2016 and 2015, consisted of
the following:

2017 201¢ 201¢

Current

Domesti $ - $ - $ -

Foreigr 19,76 10,26¢ 19,92(

Total Currer 19,76! 10,26¢ 19,92(
Deferred

Domestir - - -

Foreigr 464 5,58 2,401

Total Deferre 464 5,58 2,401
Total $20,22¢ $15,85] $22,32:

As a Cayman Islands corporation, the Company’'s domesticastatntome tax rate is 0.0%. The primary
difference between the Company’s domestic statutory incoxneata and its effective tax rate is due to
the effect of the tax rate differential between the Caynséands and other jurisdictions in which the
Company operates.

(This space has been intentionally left blank)
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The components of the net deferred income tax liability &anth 31, 2017 and 2016, are as follows:

2017 2016
Deferred tax asse
Share-based compensa $ 237t $ 1,55¢
Accruals and reserv 9,27¢ 7,624
Tax credit 292 5,57¢
Net operating loss and other carryforwi 5,897 6,38¢
Fixed assets and land 4,373 1,761
Total deferred tax ass 22,21 22,90
Valuation allowances (10,149) (7,248)
Net deferred tax ass 12,063 15,655
Deferred tax liabilities
Goodwill (53,904 (50,915
Intangible asse (25,432 (30,620
Othe (1,129 (448
Total deferred tax liabili (80,465) (81,983)
Net deferred tax liabilit $ (68,402) $ (66,328)
The net deferred tax liability is classified addals:
Other asse 2,49 1,73(
Long-term liability (70,897 (68,058
Total $ (68,402) $ (66,328)

The Company has income tax net operating loss carry-fdsweglated to its foreign operations of
approximately $28.8 million. The foreign net operating lossyefmrwards of $28.8 million primarily are
relating to the Company’s subsidiaries in the US, United Kingddi{),(India, Netherlands and Germany.
The UK and Germany net operating losses carry-forwaddfinitely. The Netherlands, US and India net
operating losses carry-forward expire between 2018 through Z6@88Company has recorded a deferred tax
asset reflecting the benefit of $5.9 million in loss cdoryvard. Such deferred tax assets expire as follows:

2018-2028 $ 2,315
2029-2036 1,298
Indefinite carryover 2,284
Total $ 5,897

The Company has deferred tax assets related to India MimiAiternate Tax (MAT) credit amounting to

$3.9 million. These credits will expire between 2022 to 2024.cboralance with ASU 2013-11, these
deferred taxes amounting to $3.9 million ($3.6 million adafch 2016) have been offset against liability
related to unrecognized tax benefits.

The utilization of the net operating loss carry-forwardgnisted to the Company’s future operations in
those tax jurisdictions in which such carry-forward art#idization of certain loss carry-forwards may be
subject to annual limitations pursuant to specific coummynership change rules. Any such annual
limitation may result in the expiration of net operatiogsles before utilization.
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Management assesses the available positive and negatien@vito estimate if sufficient future taxable
income will be generated to use the existing deferredgssts®s A significant piece of objective negative
evidence evaluated was the cumulative loss incurred ovahtee-year period ended March 31, 2017.
Such objective evidence limits the ability to consider othbjestive evidence such as our projections for
future growth.

On the basis of this evaluation, as of March 31, 2017 a vatuatiowance of $10.1 million has been

recorded to record only the portion of the deferred tartalat more likely than not will be realized. The
amount of the deferred tax asset considered realizableeVier, could be adjusted if estimates of future
taxable income during the carry-forward period are redocedcreased, or if objective negative evidence
in the form of cumulative losses is no longer presentaatutitional weight may be given to subjective

evidence such as our projections for growth.

In general, it is the practice and intention of the Companyetnvest the earnings of its foreign
subsidiaries in those operations. The Company has subsidiardifferent jurisdictions which have
positive retained earnings of approximately $136.6 million (atieen the Company’s subsidiary in India)
as of March 31, 2017. Out of above retained earnings, $95.4mdlie in countries where there is no
dividend tax applicable and balance $41.27 million are in counttiese law provides for dividend tax. It
is management’s position that such earnings will be indely reinvested in respective jurisdictions.
Accordingly, deferred income taxes of approximately $2.1 anillhave not been provided for on such
foreign subsidiary earnings. The above amount of approxiyn®®el million does not include the impact
of distributing the earnings of the Company’s subsidiary in Inaéathe Company has implemented a
strategy to repatriate partial earnings from its Indianidigsy in a tax free manner and balance earnings
will be indefinitely reinvested.

The Company recognizes interest and penalties relatedrézognized tax benefits within the provision
for income taxes line in the accompanying consolidated seatewf operations and comprehensive
income/(loss). Accrued interest and penalties ar@ded within the related tax liability line in the
consolidated balance sheets. Related to the unrecognized taitshéinefCompany accrued penalties and
interest of $1.1 million during the year ended March 31, 2017 mandtal, as of March 31, 2017, has
recognized a liability for penalties and interest of $5iian. During the year ended March 31, 2016, the
Company accrued penalties and interest of $0.4 millionmatatal, as of March 31, 2016, has recognized
a liability for penalties and interest of $4.7 millionufihg 2015, the Company accrued penalties and
interest of $0.7 million.

The Company files income tax returns in the U.S. (federdl\various states), India, UK, Luxembourg,
Mauritius and various other foreign jurisdictions. The 2004ugh 2017 tax years are open and may be
subject to potential examination in one or more jurisdistiocthe Company is also under income tax
examination in India. The Company is not under income tax esdimmnin any other jurisdiction as of
March 31, 2017. The Company does not expect any significant inaedserease in its unrecognized tax
positions over the next 12 months.

The Company has adopted the provisions of ASU 2016-09 as of the begihthiegyear ended March 31,
2017. This requires recognition through opening retainedregaaf any pre-adoption date net operating
loss carryforwards from nonqualified stock options areioemployee share-based payments, as well as
recognition of all income tax effects arising on or afterilApr 2016 (the adoption date) in income tax
expense. There were approximately $5.4 million of pre-adopiide det operating loss carryforwards
attributable to excess tax benefits that were not previoasbgnized as they did not reduce income taxes
payable. There was no cumulative-effect adjustment reqtoreetained earnings as of the beginning of
the year because the incremental deferred tax assets of #ibA were fully offset by a corresponding
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increase in the deferred tax asset valuation allowancaddition, the Company realized windfall tax
benefits in the period of adoption of approximately $12,000.

EQUITY

During the year ended March 31, 2017, the Company has provided artuaggoto its eligible
employees to purchase common shares of the Company for catisiién cash and the Company has
issued 158,785 shares at $1.62 per share, the fair mahketovathe date of issuance of shares.

During the year ended March 31, 2016, the Company has issued 175,@30vgtian par value of $0.001
and at fair market value of $1.74 per share.

During the year 2015, the Company has issued 318,745 shares @ilile elmployees to purchase shares
at $1.23 per share, the fair market value on the datswdnse of shares

Further, during the year ended March 31, 2012, the Company incrgasadthorized shares from
500,000,000 with a par value of $0.001 to 550,000,000 with a par valueD6fl&ihd increased its shares
available for grant under the 2006 Share Incentive Plan from 66(D& 75,000,000, as approved by
the Board of Directors.

SHARE-BASED COMPENSATION PLANS

Effective August 28, 2006, the Company adopted an equity-basedensatipn plan, the 2006 Share
Incentive Plan (the “2006 Plan”), authorizing the grant of up3®00,000 options to its management,
employees and non-employee directors to purchase the Compadiyiary shares at their fair value on
the date of grant and other long-term incentive comp@&msatvards such as restricted stock units.

Effective August 4, 2016, the Company has amended and ressa?@06 Share Incentive Plan, the 2016
Share Incentive Plan (the “2016 Plan”), for key employeesriceAt and its Subsidiaries. The number of
shares available for issuance under grant made pursuarg pdein is 75,000,000 shares.

Stock Options

Options granted to employees and officers consist of @ic@aton of time-based and performance-based
options which generally vest over a five-year period (though s@steover three years) and have a ten-
year contractual term. The Company recognizes compensationsexp@antime-based options on a
straight-line basis over the requisite service periodefatvards. For performance-based options where
vesting is contingent upon both a service and a performaocdition, compensation expense is
recognized over the respective requisite service peritteaiward when achievement of the performance
condition is considered probable. Vesting may be accelerated @p@incevents such as a change of
control.

Restricted Stock Units

The Company may grant restricted stock units to alfi@and other key employees. These stock awards
are subject to risk of forfeiture if employment is ternbbefore vesting. Upon vesting distributions are
made in shares of common stock. The restricted stock theit€ompany granted in 2012-2014 vested
ratably over three years. During FY17, the Company grantedirceestricted stock units with a three
year vesting schedule and others which vest 50% at Decemh201¥1and 50% at December 31, 2018.
Vesting may be accelerated upon certain events sucltaagebf control.

-37-



During 2014, the Company also granted a restricted stockdawiaich immediately vested, under the
terms of the award if employment is terminated withia first six months the award will be forfeited and
if employment is terminated after six months but priorh® third anniversary, then the Company will
buy-back the stock awarded at $0.77. For the year ended Bhré16, employment was terminated and
the stock was repurchased at $0.77 per share.

SmartPlay Contingent Consideration Restricted Stock Uits

In connection with the acquisition of SmartPlay, during thar yaded March 31, 2017 the Company
granted 500,000 restricted stock units to certain former greps of SmartPlay. If an employee
terminates his shares are reallocated to the remafomger SmartPlay employees. Vesting of the
restricted stock units are contingent on meeting perforengargets for the years ended July 26, 2016,
2017 and 2018. Performance target was not met for the yeat énge26, 2016 and the Company does
not deem it probable that targets will be met for thesyeaded July 26, 2017 or 2018 and as such has not
recorded any stock-based compensation for these awardsf March 31, 2017, 500,000 performance
contingent restricted stock units remain outstanding.

frog Cash Settled Stock Appreciation Right Plan

Effective June 2, 2016 the Company adopted a cash settledapipaeeiation rights to provide an equity
based incentive to employees, directors and consultafirag Design Inc. and its affiliates “Frog
Appreciation Rights (fARs)”, authorizing the grant of up to 3,000,stock appreciation rights. Under the
terms of the fAR plan, during a 3-year measurement perroujah EBITDA performance goals will be
set and achievement of the annual goal will determine thieuof fARs earned. Subject to continued
employment, 1/3rd of the number of earned fARs will vestlamdettled on each of the 4th, 5th and 6th
anniversaries of grant; provided, that, if a change inrob(€IC) or IPO occurs (of frog), earned fARs
will vest and be settled on the first to occur of the applie 4th-6th anniversaries of grant or the 1st
anniversary of the CIC or IPO (of frog); and if the vestiage is a CIC or IPO (of frog) that occurs during
the 3-year measurement period, all current and future #ilRbe deemed earned and will vest on the 1st
anniversary of the CIC or IPO (of frog), even if perfarmoe metrics for future years haven't been met
(however, fARs that were not earned in the past becausearparioe targets were not satisfied will not
vest).

The Company granted 2,050,000 fARs on June 6, 2016, which if parfoertargets are met would be
earned 33% as of March 31, 2017, 2018 and 2019 and then vest rataliyy@aes. The performance
target for the year ended March 31, 2017 was not met anachs/83,331 fARs were forfeited. As of
March 31, 2017, 1,266,669 fARs remain outstanding. The Company diceecmtdrany share based
compensation for these awards as targets have not &efem the future years and vesting is not deemed
probable.

Stock-Based Compensation

The Company accounts for its share based compensatiangsaaquity awards at the time of grant. The
fair value of option grants is estimated on the date aftgor for performance based options at the later of
the date of grant or date the performance target issgafj the Black-Scholes option-pricing model which
uses the assumptions noted in the following table. Expectedlityliatbased on the historical volatility

of an index composed of the common stock of comparable publaded companies. The Company’s
expected term represents the period that the Companyls giions are expected to be outstanding and
is determined based on giving consideration to the contra@mas tof the stock options and vesting
schedules which is calculated by using the simplifiethoee The Company has never paid dividends on
its ordinary shares and currently does not intend to déammrdingly, the dividend yield percentage is
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zero for all years. The risk-free interest ratetfue expected term of the option is based on the average
implied yield curve on U.S. Treasury instruments witermaining term equivalent to the expected term of
the option.

The assumptions used to value stock options issued dhengéars ended March 31, 2017 and 2016,
were as follows:

2017 201¢
Expected term (years) 5.1-9.65 6.35
Expected volatility 34.64% - 43.25% 35.30% - 38.68%
Fair value of share $1.62 $1.74 - $2.05
Risk-free interest rate 1.04-2.37% 1.70-1.76 %
Dividend yield 0% 0%

Modification Accounting

The Company’s option and related agreements, contain agta)lwhereby, the Company has the right to
repurchase an employee’s outstanding common stock or optidmsn Wis deemed probable by the
Company that it will exercise its call right and precludeemployee from bearing the risks and rewards of
share ownership for less than six months, the Company si#i@aghe award from equity to liability and
considers it to be a modification. The Company recognizes $tas&d compensation expense for the
equity award to be at least equal to the grant @atevélue of the award and records incremental expense
equal to the fair value of the award on the date the titeg®n changes from equity to liability which is
considered to be a modification. Any changes in the fairevali the award between the date of
modification through the date of settlement are alsardetbas stock based compensation.

Distribution

The 2006 Plan contains anti-dilution provisions which require Goenpany to make an equitable
adjustment to all option and restricted stock unit holegtser through a cash payout or exercise price
adjustment (or any combination thereof) upon an equityuasting event including any special
distribution and dividend. Since the adjustments were requuteduant to the 2006 Plan, the cash
distribution and reduction in strike price are not considered floations and as such no incremental
stock based compensation expense was recognized.

(This space has been intentionally left blank)
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The following table summarizes the stock option activity udderent’s 2006 Plan as of March 31, 2017,
2016 and 2015:

Weighted-
Weighted- Average
Average Remaining Aggregate
Number Exercise Contractual Intrinsic
of Options Price * Life (Years) Value
Outstanding — March 31, 2014 61,064,261 $ 0.86 7.3 $ 195
Granted (weighted average fair value
of $0.56 per shat 6,829,37 1.1¢F
Exercise (796,910 0.7t
Forfeitec (4,303,874 0.8¢
Expired (5,542,809) 0.97
Outstanding — March 31, 2015 57,250,042 $ 0.78 7.0 $ 55,057
Granted (weighted average fair value
of S0.7E per share) 12,241,72. 1.8¢
Exercise (9,403,340 0.7¢
Forfeited (11,273,345) 1.05
Expired (5,848,696) 0.74
Outstanding — March 31, 2016 42,966,385 $ 1.03 6.3 $ 43,670
Granted (weighted average fair value 10,724,177 1.62
of $0.60per share)
Exercised (3,330,304) 0.97
Forfeited (1,756,236) 1.28
Expired (3,780,259) 0.91
Outstanding — March 31, 2017 44,823,763 1.18 6.9 $ 22,102
Options exercisable — March 31, 2017 15,574,362 $ 0.98 5.8 $ 10,325
Options exercisable — March 31, 2016 17,426,657 $ 0.91 4.4 $ 19,818
Options vested and expected to
— March 31, 2017 20,426,421 $ 1.16 6.7 $ 10,281
Options vested and expected to
— March 31, 2016 19,524,986 $ 1.05 6.2 $ 19,559

*Reflects reduction in exercise price for unvested optiaason March 16, 2015 pursuant to the
Distribution (See Note 4).

(This space has been intentionally left blank)
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The following table summarizes the share-based compensatpense from stock options included in
operating expenses in the consolidated statements oftiopsrand comprehensive income/(loss) for the
years ended March 31, 2017, 2016 and 2015:

2017 201¢ 201¢
Cost of revenue $ 25E % 55C $ 737
Selling, general, and administrat 2,31¢ 5,307 7,097
Total $ 256¢ $ 5857 $ 7,83

As of March 31, 2017, the unamortized share-based compmnsxpense from outstanding options is
$5.7 million. The weighted-average period over which the undgzadrshare-based compensation expense
will be recognized is 3.98 years.

The above expense includes $3.5 million of stock based commensapense for performance-based

options which vested in the years ended March 31, 2015 upon tkeeement of the performance target

for those respective years. The Company did not recognizeersaion expense for performance-based
options which would have vested upon achievement of the pexrfmertarget for the year ended March

31, 2017 and March 31, 2016, as the performance criteriaataset.

During the years ended March 31, 2017, 2016 and 2015, the Company modified detid by certain
terminated employees and members of the Company’s boardceofods. The Company also reclassified
certain options from equity to liability awards when itsw@nsidered probable that the Company would
exercise its call right or make payments to cancel cudstg options, which are also considered a
modification. As a result of these modifications, the Compaegorded incremental share-based
compensation expense for the year ended March 31, 2017, 2016 anodf 0151 million, $3.8 million
and $2.2 million respectively.

(This space has been intentionally left blank)
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Restricted Stock Units

Changes in restricted stock units for the year ended Mafkcl2017, 2016 and 2015 are summarized as
follows:

Weighted
Weighted Average
Average Remaining  Aggregate

Number Grant Date  Contractual  Intrinsic
of Shares Fair Value Life (Years) Value
Non vested as of March 31, 2014 1,371,428 $ 0.77 15 $ 1,056
Awarded * 9246( $ 1.74
Vestec (362,052 0.8¢
Forfeited (655,606) 0.77
Non vested as of March 31, 2015 446230 $ 1.74 1.0 $ 776
Awardec -
Vestec (223,115 0.77
Forfeited (223,115) 0.77
Non vested as of March 31, 2016 -
Awarded 1,340,000 $ 1.62
Vested -
Forfeited -
Non vested as of March 31, 2017 1,340,000 $ 1.62 25 % 2171

* Restricted stock unit granted pursuant to distiiin (refer Note 4)
During the year ended March 31, 2016, restricted stock award lestgdoyment was terminated and as
per the term of agreement the Company repurchased the staded at $0.77 per share.

The total intrinsic value of restricted stock unitstedsduring the year ended March 31, 2016 and 2015
was $0.5 million and $0.6 million, respectively.

The following table summarizes the share-based compensatpanse from restricted stock units and
restricted stock awards included in operating expeinsée statements of operations for the years ended
March 31, 2017, 2016 and 2015:

2017 201¢ 201t
Cost of revenue $ 22 % - $ -
Selling, general, and administrative 255 154 480
Total $ 277 $ 154 $ 480

During the previous year ended March 31, 2015, the Company modiiedte] stock units held by a
terminated employee. As a result of this modifications,Gbmpany recorded incremental share-based
compensation expense of $0.2 million.

Aricent’s Directors’ Deferred Compensation Plan —The Company adopted a Directors’ deferred
compensation plan (“Directors’ Plan”) on January 1, 200Which the members of the Company’s Board
of Directors may make an annual election to receive fees in the form of equity share units in lieu of
cash. The number of units received is determined baséteanumber of shares that could be purchased
with the Directors’ fees at the current fair value leé shares. Directors will receive additional units for
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shares that could be purchased with future dividends,yif leollowing a Director’s departure from the
Board of Directors, the Director may receive paymenttiie balance of the deferred compensation share
units. The form of payment, in shares or in cash, etpnvdo the fair value of the shares at the time of
payment, is at the discretion of the Director. Share anégully vested upon grant. During the year ended
March 31, 2015, the Company adopted a new Directors Compengadionand discontinued the
directors’ deferred compensation plan.

A summary of share unit activity under the Directors’ Rlarof March 31, 2017, 2016 and 2015, is
presented below:

Units Fair Value
Outstanding — March 31, 2014 648,719 $ 0.88
Cancelled (26,020)
Released (485,200)
Outstanding — March 31, 2015 137,499 $ 1.12
Cancelled -
Released -
Outstanding — March 31, 2016 137,499 $ 1.12
Cancelled -
Released -
Outstanding — March 31, 2017 137,499 $ 1.62

The new Directors’ compensation plan (“Directors’PJas effective from January 1, 2014, in which the
members of the Company’s Board of Directors can electedeive their fees in the form of cash or an
annual grant of options to purchase equity share. Twohefdirectors have opted to receive the
compensation in combination of cash and option while ther atliectors have opted to receive the
compensation in options. The Company recognized an expenselahii@on paid to directors in cash
and compensation expense of $0.3 million associated létbgtion grants which is included in operating
expenses in the statements of operations for each gé#lteended March 31, 2016 and 2015 respectively.
During the year ended March 31, 2017, the Company has recordeglesse of $0.07 million.

EMPLOYEE BENEFIT PLANS

401(k) Employee Savings Plar— The Company sponsors a 401(k) Employee Savings Plan (the
“401(k) Plan”) for eligible U.S. employees. Employee contitng to the 401(k) Plan are voluntary,
subject to a maximum annual limit provided by the U.S. IntdReaenue Code of 1986, as amended. The
Company may make an annual discretionary contribution to e with approval by its Board of
Directors, which is also subject to the maximum deductibh provided by the Internal Revenue Code
of 1986, as amended. As of March 31, 2017 and 2016, the Companydragda$0.8 million and
$0.5 million, respectively, for contribution to the 401(k) plaheTCompany made matching contributions
of approximately $1.7 million, $1.2 million and $1.9 million, respeely, for the years ended March 31,
2017, 2016 and 2015, to the 401(k) Plan.

Defined Contribution and Defined Benefit Plans— In accordance with Indian law, eligible employees
of the Company’s India subsidiary (*“ATHL”") are entitled &ceive benefits under a provident fund, a
defined contribution plan in which both the employee and the Coynmake monthly contributions equal

to a specified percentage of the covered employee’s salhigh at March 31, 2017, was 12% of the
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employee’s base salary. These contributions are made tmdasket up by its India subsidiary and
administered by a board of trustees. The rate at whe&elnnual interest is payable to the beneficiaries by
the trust is administered by the government. The Company hasigatiobl to fund any shortfall on the
yield of the trust’s investments over the administered inteagss. There is no shortfall on the yield of the
trust’s investments over the administered interest ratethéoyears ended March 31, 2017, 2016 and
2015. The Company recognizes its contribution as an expense inahégerred which totaled $5.4
million, $5.1 million and $5.1 million for the years ended MaB&h 2017, 2016 and 2015, respectively.

Also, as required by Indian law, the Company provides fatugy, a defined benefit retirement plan
covering eligible employees resident in its India subsidigf@satuity Plan”). The plan provides a lump-

sum payment to vested employees at retirement, death whileviceser on termination of employment

in an amount equivalent to 15 days salary for each coetplgear of service. Vesting occurs upon
completion of five years of service. The Company contributébehscertained liabilities to a fund set up
by the Company and administered by a board of trustees.

ATHL maintains an unfunded defined benefit pension planrauyeertain German employees. Benefits
are based on years of service and compensation earned a@spegified period of time before retirement.

As part of acquisition of SmartPlay, the Company hasrmaed liabilities of SmartPlay’'s India subsidiary
(“ATPL") for its employee benefits. The Company in its coidaded balance sheet has recorded a
liability for gratuity plan based on the actuarial valuatidhe gratuity liability of ATPL is unfunded. The
employees of ATPL are not covered by the gratuity fund seyupTl HL for its employees.

ATPL is registered with Regional Provident Fund Commissidoeemployee provident fund scheme,
which is a defined contribution scheme. Contribution made byogmps under this scheme is matched by
an equal contribution made by ATPL.

(This space has been intentionally left blank)
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The components of the Gratuity Plan and the Pension Pregiitoebligations as of March 31, 2017 and
2016 are shown below:

2017 201¢
Change in benefit obligatior
Projected benefit obligation — beginning of $ 17,46( $ 16,73¢
Interest cos 1,192 1,09¢
Service cos 2,22¢ 2,192
Benefit pait (2,078 (2,198
Actuarial loss/(gair 1,172 (450,
Acquisition/Divestitur: 29 71¢€
Exchange rate chanc 20C (637,
Projected benefit obligation — end oar $ 20,20: $ 17,46(
Change in plan asse
Fair value of plan assets — beginning of the $ 987 $ 1,847
Actual return on plan ass 66 15E
Employer contributior 1,93¢ 1,222
Benefits pai (1,842 (2,145
Acquisition/Divestitur: 29 -
Exchange rate chang 21 (92)
Fair value of plan assets — end of tha $ 1,19¢ $ 987
Funded statt $ (19,002 $ (16,473
The accrued liability for benefits is classifiedfabows:
Accrued payroll and benefits - "Current liabiti $ 95¢ $ 88t
Other liabilities - "Non-current liability" 18,046 15,588
Total accrued liabilit $ 19,00 $ 16,47°

The net gratuity and pension cost for the years endediVBdr,c2017, 2016 and 2015, is as follows:

2017 201¢ 201¢
Net cost
Service cot $ 222 $ 2,192 $ 1,79
Interest co: 1,192 1,09¢ 1,112
Expected return on planned as (83) (155; (123)
Amortization of actuarial lo: 257 374 14z
Net cost for the ye: $ 3592 $ 351 $ 2,927

The actuarial loss of $1.2 million and gain of $0.5 million eveecognized in other comprehensive
income/(loss) for the years ended March 31, 2017 and 2016 rigsfect

The following are the assumptions utilized as of March 31, 20872016:

2017 2016
Discount rat 1.40% - 8.00¢ 1.90% - 8.60¢
Rate of increase in compensation le 2.50% - 8.009 2.50% - 8.009
Cost of living adjustmen 1.75% 1.75%
Rate of return on plan ass 8.50% 8.50%
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The accumulated benefit obligation for all plans asMafch 31, 2017 and 2016, was $13.8 million and
$12.3 million, respectively.

Gratuity and pension benefit payments, which reflect expdatace service, as appropriate, are expected
to be paid as of March 31, 2017, are as follows:

Years Ending

March 31 Amount

201¢ $ 2,387
201¢ 2,452
202C 2,65k
2021 2,95¢
202z 3,062
2023-202 $ 16,45’

The expected benefits are based on the same assumptionsouseghsure the Company’s benefit
obligations as of March 31, 2017.

The Company’s gratuity plan asset allocations at MarcR@17 and 2016, are as follows:

2017 2016
Government securities and other approved securities $ 462 3 394
Corporate bonds 561 411
Cash, money market instruments, and deposits 176 182
Total $ 1,199 $ 987

The Company expects to contribute $2.1 million to its grafpliy in 2018. The amount of gratuity and
pension expense expected during the year ended March 31, 2018ilka®4 m

RESTRUCTURING AND OTHER CHARGES

During 2015 the Company took certain actions to improve the esffigi of its operations by ramping
down its facilities in China. In connection with these the Gany recorded $2.9 million costs associated
with termination benefits.

RELATED-PARTY INFORMATION

Transactions with Kohlberg Kravis Roberts (KKR) — On September 1, 2006, the Company entered
into an advisory agreement with KKR to which KKR may providenagement, financial advisory and
consulting services to the Company. As of March 31, 2017 anghvial, 2016, affiliates of KKR
indirectly owned approximately 75.8% and 76.1% of Aricent's shaespectively. The advisory
agreement requires the Company to pay a management$éedahillion per year and is subject to a 5%
increase each fiscal year effective March 31, 2007. The Qums expensed $1.6 million, $1.6 million
and $1.5 million for the years ended March 31, 2017, 2016 and 20f8ctigsly, under the terms of this
agreement. The management fees are included in sellingrabemel administrative expenses in the
accompanying consolidated statements of operations and comgrehmcome/(loss). In addition to the
management fee, the Company incurred nil, nil and $0.07 million to Hiihg the year ended March
31, 2017, 2016 and 2015 for reimbursement of expenses, respectively.

During the year ended March 31, 2016, the Company also paid $1 nillkiKR as fee for borrowings
taken during the year. During the year ended March 31, 2016dhgany paid $0.5 million and $2.9
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million to KKR as consent fee for PIK prepayment and arraegeree for borrowings taken during the
year, respectively.

The amounts payable to KKR as of March 31, 2017 and 2016 &vloass:
2017 2016

Management fee $ 814 $ 776

Total $ 814 $ 776

CONCENTRATIONS

The customers with accounts receivable balances thatrgedofor 10% or more of total accounts
receivable, or with revenues that accounted for 10%aye raf the Company’s revenues for each of the
three years ended March 31, 2017, 2016 and 2015, are summarized below

Revenu 2017 201¢ 201k
Customer ¢ 10% 12% 12%
Customer | * * 11
Accounts Receivab

* * 12%

Customer ¢

* Represents an amount of less than 10%.

20. SUBSEQUENT EVENTS

The Company has evaluated subsequent events through June 2he2@8atton which the consolidated
financial statements were to be issued.

* Kk k k k%
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