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INDEPENDENT AUDITORS’S REPORT

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, 2016 and 2015, 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, 2016, 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 jn 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
malterial misstatements.

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, 2016 and 2015, and the results of their operations and their cash flows for
cach of the three years then ended in accordance with accounting principles generally accepted in the United States of America.

D@Oiﬂtﬂwklw FRCULEY ’

July oy . 2016




ARICENT AND ITS SUBSIDIARIES

CONSOLIDATED BALANCE SHEETS
AS OF MARCH 31, 2016 AND 2015
(In thousands, except share and per share amounts)

ASSETS

CURRENT ASSETS:
Cash and cash equivalents
Restricted cash
Short-term investments
Accounts receivable — less allowance for douldHftdounts of
$2,207 and $3,073 in 2016 and 2015, 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-tetebt

Accounts payable

Accrued payroll and benefits
Deferred revenue
Distribution payable

Other current liabilities

Total current liabilities

LONG-TERM DEBT — net of current portion and unanwet 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@0es authorized:
459,744 ,97 shares and 452,088,241 shares issued and outg]
as of March 31, 2016 and 2015, respectively
Additional paid-in capital
Accumulated other comprehensive loss
Accumulated deficit
Total Aricent shareholders’ def
Non-controlling intere:
Total shareholders’ defi

TOTAL LIABILITIES AND SHAREHOLDERS' DEFICIT

See notes to consolidated financial statem

201¢ 201t
88,857 $ 126,895
- 78,684
3,019 16,229
117,92¢ 110,30¢
38,158 23,991
21,594 27,453
269,55: 383,56(
55,477 56.,08:
382,42 284,58:
89,507 73.29¢
32,08( 32,01«
829,039 $ 829,537
7,340 $ 6,590
30,673 26,325
26,603 29,716
9,940 14,680
142 78,533
36,513 23,866
111,211 179,710
898,469 829,435
68.05¢ 53,24¢
59,90: 52,387
1,137,641 1,114,77(
460 $ 452
386,830 382,049
(165,635) (138,309)
(534,401) (533,219)
(312,746 (289,027
4,14t 3,78¢
(308,601 (285,239
829,039 $ 829,537




ARICENT AND ITS SUBSIDIARIES

CONSOLIDATED STATEMENTS OF OPERATIONS AND COMPREHEN SIVE INCOME/(LOSS)
FOR THE YEARS ENDED MARCH 31, 2016, 2015, AND 2014
(In thousands)

2016 2015 2014

TOTAL REVENUES $ 590,011 $ 595304% 588,653
COST OF REVENUE¢

Services and products 375,847 357,913 359,633

Total cost of revenu 375,847 357,913 359,633

GROSS PROFI 214,164 237,391 229,020
OPERATING EXPENSE!

Selling, general, and administrai 105,325 97,055 105,752

Research and development expe 22,909 23,870 19,864

Amortization of intangible asst 11,869 10,036 10,200

Impairment charge - - 6,639
OPERATING INCOME 74,06 106,43( 86,56¢
OTHER EXPENSE/(INCOME

Interest expense — 1 60,110 52,800 66,747

Foreign exchange (gain)/loss (879) (20,306) 10,147

Other (income)/expense — (419) 1,942 1,646

Loss on extinguishment of debt - 6,890 -
INCOME BEFORE INCOME TAXE: 15,249 65,104 8,025
PROVISION FOR INCOME TAXES 15,851 22,321 14,447
NET (LOSS)/INCOME (602) 42,783 (6,422)
LESS: NET INCOME ATTRIBUTABLE TC
NON-CONTROLLING INTERES’ 580 674 490
NET (LOSS)/INCOME ATTRIBUTABLE TO ARICENT $ (1,182) $ 42,109 $ (6,912)
COMPREHENSIVE (LOSS)/INCOMI
Net (loss)/incom (602) 42,783 (6,422)
Other comprehensive loss, net of ta

Actuarial gain/(loss) on pension plan, net okt 769 (2,366) 1,994

Unrealized (loss)/gain on derivative instruments, of taxe (6,901) (5,637) 2,264

Unrealized (loss)/gain on available for sale gta@nts, net of tax (172) 174 -

Foreign currency translation adjustn (21,245) (19,797) (32,792)
Other comprehensive loss, total, net of te (27,549) (27,626) (28,534)
COMPREHENSIVE (LOSS)/INCOMI (28,151) 15,157 (34,956)
LESS: COMPREHENSIVE INCOME ATTRIBUTABL

TO NON-CONTROLLING INTERES 357 524 227
COMPREHENSIVE (LOSS)/INCOME ATTRIBUTABLE TO ARICEN $ (28,508) $ 14633 $  (35,183)

See notes to consolidated financial statem
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ARICENT AND ITS SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED MARCH 31, 2016, 2015 AND 2014
(In thousands)

CASH FLOWS FROM OPERATING ACTIVITIES
Net (loss)/incom

Adjustments to reconcile net (loss)/income togaeth provided by operating activiti
Depreciation and amortization chau
(Gain)/loss on sale of property and equipt
Gain on sale of short-term investm
Impairment char
Bad debt/(write back of bad de
Share-based compensa
Deferred income tax
Non-cash interest expe
Loss on extinguishment of d
Unrealized loss/(gain) on derivati
Excess tax benefit on share-based compengaan:
Changes in operating assets and liabil
Accounts receival
Unbilled revent
Other ass¢
Accounts payable and other liabili
Accrued payroll and bene
Deferred revenue

Net cash provided by operating\diitis

CASH FLOWS FROM INVESTING ACTIVITIES
Purchases of property and equipr
Proceeds from sale of property and equip
Proceeds from sale of short-term invests
Purchase of short-term investm
Payment for business acquisitions, neashcacquired of $12 million
Net cash used in investing acksti

CASH FLOWS FROM FINANCING ACTIVITIES
Issuance of ordinary shs
Repurchase of ordinary shz
Issuance of ordinary shares upon exerdisptions/restricted stock un
Payments of awards classified from equitiiability
Distribution to common shareholders andaasption holders (Note
Changes in restricted ¢
Excess tax benefit on share-based compengaan:
Payments of capital lease obligat
Payments of Paid-In-Kind note from debtizasce
Payments related to extinguishment of
Payments of deferred financing fees on
Proceeds from bank borrowings and long-téeim
Repayment of bank borrowings and long-tdet
Net cash provided by/(used in) ficiag activities

EFFECT OF EXCHANGE RATE CHANGES ON CASH AND CASH BQ/ALENTS
NET (DECREASE)/INCREASE IN CASH AND CASH EQUIVALENS
CASH AND CASH EQUIVALENTS — Beginning of period

CASH AND CASH EQUIVALENTS — End of period

2016 2015 2014

(602, $  42,78: $ (6,422
32,22( 30,12( 29,36
(253, (127, 1,16:
(587, - -

- - 6,63¢

1,51( (776, 2,167
6,011 8,31« 5,44¢
5,587 2,401 (2,414
3,631 8,191 56,50

- 6,89( -

6,45( (4,079 322

- (273! -
(1,844 11,09: 39C
(13,137 (5,599 6,197
(831 (6,762 (3,222
16,01 7,921 11,22
(7,202 (2,289 3,42z
(4,938) (5,201) (945)
42,026 92,611 109,924
(23,713 (17,773 (38,239
372 224 734
27,03¢ - -
(13,948 (15,965 -
(128,029) - -
(138,279) (33,514) (37,505)
30E 792 4,44:
(3,694 (1,101 (1,543
7,081 1 2
(7,352 (1,510 -
(78,391 (16,467 -
78,68« (78,684 -
- 272 -
(1,296 (1,169 (501)
- (444,845 -

- (670, -

(365, (1,823 -
138,93 839,49 44.,50(
(72,153 (300,522 (81,075
61,750 (6,232) (34,174)
(3,535) (5,260) (5,699)
(38,038 47,60 32,54¢
126,895 79,290 46,744
88,857 $ 126,895 $ 79,290

(Continued



ARICENT AND ITS SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED MARCH 31, 2016, 2015, AND 2014

(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 yetgiajear-end

See notes to consolidated financial staten

201¢ 201¢ 2014

$ 48272 $ 46634 $ 11,449

$ 17892 $ 18,739 § 11,771

$ 3635 $ 5515 $ 3,960

(Concludec

(This space has been intentionally left blank)



ARICENT AND ITS SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

AS OF MARCH 31, 2016 AND 2015, AND FOR EACH OF THE THREE YEARS IN THE
PERIOD ENDED MARCH 31, 2016

(Tabular dollars in thousands, except share data)

1. OVERVIEW

Aricent and its subsidiaries (the “Company”) is a global intiomacompany that provides consulting,
design and software engineering services and solutionsptathelients create, commercialize and evolve
their products and services in the connected world. The Qompavides a unique and comprehensive
portfolio of innovation capabilities that combine customerginis, strategy, design, software engineering
and systems integration that enables its clientswtelde highly differentiated user experiences while at the
same time accelerating time-to-market and optimizings®ioperations. The Company’s principal line of
business has been, and its focus and core capability certonbe, software engineering services and
solutions for the communications industry. The Company alsa lwey history in design, branded globally
as frog that focuses on the user interface with a pro@er the past several years, the Company has
combined and expanded its core capabilities to include innovatnagegy, consulting and project
management services to create a seamless, end-to+erak sEfering addressing the communications
industry and the connected world. During the year the CompanyeddmartPlay Global PCC, Mauritius
a company having presence in India, US, Singapore and Cétladse see Note 3 below for details.

The Company provides its services via an integrated globalisgunodel that combines design, consulting
and engineering technical and account management teamsdl@rasite at the customer location and at
near-shore and off-shore design studios and development cka@isd in the United States (“US”),
Europe, Asia and elsewhere around the globe. The Compangyangoinsultants, 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 accouriimgjples in the United States of America
("U.S. GAAP"), and reflect the consolidated finangmsition, results of operations and cash flows of
consolidated subsidiaries. All intercompany accounts amdisactions 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 investnvatitamaturities of
three months or less from original dates of purchasecansist of cash deposited in checking accounts,
money market accounts and certificates of deposit.



Cash and cash equivalents as of March 31, 2016 and 20%&tedrof the following:

2016 2015
Cash and bank balan $ 88,85 $ 71,65¢
Certificates of deposit - 55,236
Total $ 88857 $ 126,895

Restricted Cash— Restricted cash represents cash balances held by banksllateral for certain
guarantees and performance bonds of overseas subsidiagé&sompany has restricted cash of $0.3 million
and $0.8 million recorded in other assets as of Marct2@16 and March 31, 2015 respectively. As at
March 31, 2015 restricted cash classified as currentsmonels to funds held in escrow account that was
used by the Company to make payments related to the distribaitioes common stock holders and vested
option holders (See Note 4).

Short- term investments— All liquid investments with an original maturity greathan 90 days but less
than one year are considered to be short-term investnivarisetable short-term investments are classified
and accounted for as available-for-sale investmentslabbe-for-sale investments are reported at fair value
with changes in unrealized gains and losses recordedsaparate component of other comprehensive
income/ (loss) until realized. Realized gains anddeson investments are determined based on the specific
identification method and are included in “Other (incomg)ense — net.” The Company does not hold these
investments for speculative or trading purposes.

Allowance for Doubtful Accounts— The Company maintains an allowance for doubtful accounts t
reserve for potentially uncollectable receivables. Thawaince for doubtful accounts is based on the
Company’s analysis of trends in overall receivables adiiggorical collection experience, and specific

identification of certain receivables that are at ngkot being paid. Recoveries of losses from accounts
receivable written off in prior years are presentechiwitncome from operations on the consolidated
statements of operations and comprehensive income/. (loss)

Property and Equipment — Property and equipment are stated at cost, netcahadated depreciation.
Depreciation is calculated on a straight-line basis overestienated useful lives of the related assets.
Leasehold improvements made by the Company, are recordedsabdll improvement assets and are
amortized over the shorter of the economic life or theelégasm. Repairs and maintenance costs are
expensed as incurred. See Note 6.

Intangible Assets— Intangible assets acquired through business combinatien®@ognized as assets
separate from goodwill if they represent either a contraétgal right or have separable value. Intangible
assets arising from the acquisition of subsidiaries amgrezed and measured at fair value upon acquisition.
Intangible assets are amortized on a straight-line @lerated basis over their estimated useful lives. See
Note 8.

Goodwill — Goodwill represents the excess purchase price paid ov&ithalue of the net assets of an
acquired entity on the acquisition date. Goodwill is te$te impairment on an annual basis and between
annual tests if indicators of potential impairment exstective January 2014, the Company changed the
annual impairment testing date from November 30 to Jardiaaynd as of December 31, 2014 the Company
moved its annual impairment testing date by one monthetteiber 31. The Company’s financial and
strategic planning process, including the preparation of lomg-tash flow projections, commences in
November. These long-term cash flow projections are a &ayponent in performing annual impairment
test of goodwill. To align these projections with the Compahytgeting and strategic planning cycle, the
Company first changed its goodwill impairment test dates fdowvember 30 to January 31, however, after

-10 -



completing one cycle, it determined that the January 3Ha¢stdid not align with the Company’s review
and approval process and as such moved it annual tesb @eember 31. The Company believes that the
changes in the annual impairment testing dates did not, deleglerate, or avoid an impairment charge.

A two-step impairment test is required to identify pasdrgoodwill impairment and measure the amount
of the goodwill impairment loss to be recognized. In the §itgp, the fair value of each reporting unit is
compared to its carrying value to determine if the goodawaly be impaired. If the fair value of the reporting
unit exceeds the carrying value of the net assets assigieak tunit, then no further testing is required. If
the carrying value of the net assets assigned to theirgponit exceeds its fair value, then the second step
is performed in order to determine the implied fair eadfithe reporting unit's goodwill and an impairment
loss is recorded for an amount equal to the differert@den the implied fair value and the carrying value
of the goodwill. See Note 8.

Long-Lived Assets and Intangibles— The Company reviews long-lived assets and intangible assets fo
impairment whenever events or changes in circumstancesiedhat the carrying amount of an asset may
not be recoverable. The carrying amount of long-lived assetsntangible assets is not recoverable when
the sum of undiscounted future cash flows is less thacatinging amount of such assets. The impairment
loss would equal the amount by which the carrying amduhiecassets exceeds the fair value of the assets.
When an impairment loss is recognized, the carrying atnofutine asset is reduced to its estimated fair
value. Loss is recorded when asset is no longer in usenot usable. See Note 6.

Business Combination— The Company accounts for its business combinations usingctjugsiion
method of accounting in accordance with ASC 805, BusiGessbinations, by recognizing the identifiable
tangible and intangible assets acquired and liabilitieanasd, and any non-controlling interest in the
acquired business, measured at their acquisition datedhies. Goodwill represents the excess of the
purchase price over the fair value of net assets acquadding the amount assigned to identifiable
intangible assets. Acquisition-related costs are exqakinsthe periods in which the costs are incurred. The
results of operations of acquired businesses are inclandde iconsolidated financial statements from the
acquisition date.

Contingent consideration is included within the acquisitiost @nd is recognized at its fair value on the
acquisition date. A liability resulting from contingent cial@sation is remeasured to fair value as of each
reporting date until the contingency is resolved. Changesiinvilue are recognized in consolidated
statement of operations and comprehensive income/ (loss).

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

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

Revenue Recognition— The Company derives majority of revenues from the salefivi@re engineering,
design and strategy services. The Company also licensedtwsre products, however revenue recognized
from software products accounted for less than 10% dfretanues for the years ended March 31, 2016,
2015, and 2014.

Contracts for services are entered into primarily dheeia time-and-materials or fixed-price basis.
Revenues related to time-and-material contracts aognezed as the service is performed. Revenues from
fixed-price contracts for software engineering servicbghlvrequire significant production, modification
or customization of software are recognized using the pagemf-completion method. The Company uses
the input (efforts expended) method to measure progress wwe@rgletion as there is a direct relationship

-11 -



between input and progress. Revenues from fixed price ctetfar strategy and design services are
recognized using the proportional performance method. The Gymyses the input (efforts expended)
method to measure progress towards completion as thedirect relationship between input and progress.
Provisions for estimated losses, if any, on uncomplebvetracts are recorded in the period in which such
losses become probable based on current estimates oft@dkts completion of the contract. Revenue
relating to revenue sharing agreements, where reveayeisentage of the sales made by customer to third
parties, is recognized when the ultimate sales of theedefabducts to the third party is confirmed by the
customer. Costs and earnings in excess of billings assifted as unbilled revenue, while billings in excess
of costs and earnings are classified as deferreduweven

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

Revenues from the licensing of software products are recapmiden persuasive evidence of an

arrangement exists, delivery has occurred, the licensis feeed and determinable, and the collection of

the fee is probable. Arrangements to deliver software predjesterally 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 evidencerofdflae (“VSOE”) has been established for

the maintenance, based on renewal rates, and is thechdoged when the element is sold separately.
Revenue from such contracts is recognized using the resigiihbd, whereby revenue is deferred for the
undelivered maintenance services based on VSOE and tthealesmount is recognized as revenue for the
delivered elements. If there are undelivered software eleseo revenue is recognized until such elements
are delivered. Maintenance revenue is recognized ratabiylerperiod in which the services are rendered.

Contingent or incentive revenues are recognized when thegenty is satisfied and amounts are earned.

Reimbursement of out-of-pocket expenses is accountet fi@venues. The related expense is recorded as
cost of revenues. Reimbursed out-of-pocket expenses wezrildon, $18.5 million, and $13.7 million
for the years ended March 31, 2016, 2015, and 2014, respectively.

Cost of Revenues— The primary component of cost of revenues is personne(sadaries and benefits).
Cost of revenues also includes the cost of faciliteduding those facilities dedicated to specific cust@mer
as well as amortization of developed technology intangibieta which are associated with specific
products.

Research and Development Expenses Research and development costs are expensed as dncurre
Software product development costs are expensed as inoutrechnological feasibility is achieved for

a product. Technological feasibility is established upon complefiandetailed program design. Research
and development costs and software development costs shauwmcker 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 recogizgsensation expense for all share-based
compensation awards on a straight-line basis over thesregservice periods of the awards. For share-
based awards where vesting is contingent upon both a sandca performance condition, compensation
expense is recognized over the requisite service perithe @iward when achievement of the performance
condition is considered probable. For stock awards thateere modified, any incremental increase in the
fair value over the original award has been recordedrapensation expense on the date of the modification
for vested awards or over the remaining service (vestingyéor unvested awards. The incremental
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compensation cost is the excess of the fair value of tukfied award on the date of modification over the
fair value of the original award on the date of modifmatSee Note 15.

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

The recognition of restructuring charges requires the Comfmamake certain judgments and estimates
regarding the nature, timing and amount of costs as®ocwith the planned exit activity. To the extent the
Company’s actual results differ from its estimates and gsisoms, the Company may be required to revise
the estimates of future liabilities, requiring the recognitof additional restructuring charges or the
reduction of liabilities already recognized. Such changesdawaously estimated amounts may be material
to the consolidated financial statements. At the engach reporting period, the Company evaluates the
remaining accrued balances to ensure that no excess a@meiedtained and the utilization of the provisions
are for their intended purpose in accordance with develepi¢ plans. See Note 17.

Warranties — The Company warrants that its software products eilfggm in all material respects in
accordance with the published specifications in effechattime of delivery of products or services to
customers. Accordingly, the Company provides an estimate foamig claims based on specific warranties
and claims history. Accrued warranty is recordedeocurrent liabilities and amounted to approximately
$0.9 million and $1.3 million as of March 31, 2016 and 2015, resphctive

Advertising Costs— Advertising costs are expensed as incurred and were $2dhn$1.5 million, and
$1.5 million for the years ended March 31, 2016, 2015, and 2014, tiespec

Foreign Currency — The assets and liabilities of foreign subsidiaries wifiosetional currency is other
than U.S. dollar are translated into U.S. dollarenffocal currencies at current exchange rates and revenue
and expenses are translated from local currencies shgevenonthly exchange rates. The translation
adjustments are recorded in accumulated other comprehdnss/g“AOCL”) on the accompanying
consolidated balance sheets. The U.S. dollar is theidmat currency for certain foreign subsidiaries who
conduct business predominantly in U.S. dollars. For thesegforsubsidiaries, where transactions are
recorded in currencies other than U.S. dollars, non-mgnetssets and liabilities are re-measured at
historical exchange rates, while monetary assets abpitities are re-measured at current exchange rates.
Foreign currency transaction gains or losses are intlindéhe consolidated statements of operations and
comprehensive income/(loss) under foreign exchange (gain)/loss

Use of Estimates— The preparation of financial statements in conformiith U.S. GAAP requires
management to make estimates and assumptions that &featmounts reported in the consolidated
financial statements. Management bases its estinmtekistorical experience and on various other
assumptions that are believed to be reasonable under thastiaoices. The actual amounts may vary from
the estimates used in the preparation of the accompanying idatsalfinancial statements.

Concentration of Credit Risk— Financial instruments which potentially subject the Compsny
concentrations of credit risk consist primarily of acdeureceivable, cash and cash equivalents, and
derivative instruments. The Company maintains cash atdezfuivalents with various financial institutions
that management believes to be of high credit qualitysd fi@ancial institutions are located in different
countries and, at times, may exceed the amountwfanse provided on such balances. The amount subject
to credit risk related to derivative instruments is gelerlimited to the amount, if any, by which
counterparty’s obligations exceed the obligations of themg@any with that counterparty. As a matter of
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practice, the Company executes derivative contracts wigr tmanks worldwide having good credit ratings
by Standard & Poor’s and Moody'’s.

Income Taxes— The Company accounts for income taxes under the assdbifity method, which
requires the recognition of deferred tax assets and liabifibr the expected future tax consequences of
events that have been included in the financial stateméimder this method, deferred tax assets and
liabilities are determined based on the differences letwiee financial statement and tax basis of assets
and liabilities using enacted tax rates in effectli@ryear in which the differences are expected to reverse.
The effect of a change in tax rates on deferred taxsaasdtliabilities is recognized in income in the period
that includes the enactment date.

The Company records net deferred tax assets to the ex¢e@oimpany believes these assets will more
likely than not be realized. If it is determined thas inore likely than not that future tax benefits asged
with a deferred income tax asset will not be realizedaluation allowance is provided. In making such a
determination, the Company considers all available posithe reegative evidence, including future
reversals of existing taxable temporary differences, gi@jfuture taxable income, tax-planning strategies,
and results of recent operations.

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

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

If a derivative instrument is designated under ASC 815 @esh flow hedge, effectiveness is measured
between derivative instruments and hedged item for thendexated hedge period. The effective portion of
changes in the fair value of the derivative instrumemec®gnized in shareholders’ equity as a separate
component of accumulated other comprehensive loss, and reedgni the consolidated statement of
operations and comprehensive income/(loss) on maturity thledmedged item affects earnings. Ineffective
portions of changes in the fair value of the derivativeumsénts are recognized in earnings.

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

Changes in fair values of foreign currency derivativesiastgnated as hedging instruments are recognized
in foreign exchange (gain)/loss. See Note 9.

Recent Accounting Pronouncements—

During the fiscal year ended March 31, 2016, the Company adopted28$2J11, Presentation of an
Unrecognized Tax Benefit when a Net Operating Loss Garwyard, a Similar Tax Loss, or a Tax Credit
Carry-forward Exists. Under the new guidance, an unrecogtazeokenefit is required to be presented as a
reduction to a deferred tax asset if the disallowanckeofax position would reduce the available tax loss
or tax credit carry forward instead of resulting inash tax liability. The ASU applies prospectively to all
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unrecognized tax benefits that exist as of the adoption ddtesduced both deferred tax assets and income
tax liabilities by $3.6 million as of March 31, 2016.

In May 2014, the FASB issued ASU No. 2014-09, Revenue from &ustwith Customer (Topic 606): the
FASB and the International Accounting Standards B¢gk&B) initiated a joint project to clarify the
principles for recognizing revenue and to develop a common rewaandard for U.S. GAAP and IFRS
that would remove inconsistencies and weaknesses in eveguirements, provide a more robust
framework for addressing revenue issues, improve compé@radnid improved disclosure requirements.
The effective date for this ASU has been deferred by AS. 2015-14 issued by the FASB during August
2015. As per ASU No. 2015-14, the guidance in ASU No. 2014-09&aballf to the Company for annual
reporting periods beginning after December 15, 2018, andghmteporting periods within annual reporting
periods beginning after December 15, 2019. Early adoption istpetimiith some period choice. The FASB
also issued ASU 2016-10 and ASU 2016-12, respectively, to furdnéy performance obligations and
licensing implementation guidance and other general toplesse amendments have the same effective
date as the new revenue standard. The Company is cur@sa#gsing the impacts of this new standard on
its financial conditions, results of operations and dimsts.

In September 2015, the FASB issued ASU No. 2015-16: SimplifyindA\ticeunting for Measurement-
Period Adjustments. The ASU require that an acquiremgeize adjustments to provisional amounts that
are identified during the measurement period in the regpperiod in which the adjustment amounts are
determined. The amendments in this update require thatqoéer record, in the same period’s financial
statements, the effect on earnings of changes in defioaciamortization, or other income effects, if any,
as a result of the change to the provisional amounts,latddas if the accounting had been completed at
the acquisition date. This new guidance is effectivdisoal years beginning after December 15, 2016, and
for interim periods within fiscal years beginning aftecBwber 15, 2017. Early adoption is permitted. The
Company is in the process of determining whether to early abdepitandard, which is permitted, and
assessing the impact of this ASU on its consolidated fiabstatements.

During the fiscal year ended March 31, 2016, the Company ad8ptemlinting Standards Update (ASU)
2015-17, Income Taxes (Topic 740): Balance Sheet ClassificdtiDaferred Taxes (ASU 2015-17) on a
retrospective basis. As required by ASU 2015-17, all deféapedssets and liabilities are classified as non-
current in consolidated balance sheets, which is a chamgehiistorical presentation whereby certain of
deferred tax assets and liabilities were classifietiagnt and the remainder were classified as non-current.
Upon adoption of ASU 2015-17, current deferred tax assets af rilion and current deferred tax
liabilities of $0.2 million in March 31, 2015 consolidated Inaka sheet were reclassified as non-current.

In February 2016, the FASB issued a comprehensive standatedrétalease accounting to increase
transparency and comparability among organizations by recogiéase assets and lease liabilities on the
balance sheet and disclosing key information about leasnagigements. Most significantly, the new
guidance requires lessees to recognize operatingsl@gdth a term of more than 12 months as lease assets
and lease liabilities. The adoption will require a modifiedfospective approach at the beginning of the
earliest period presented. The new standard is effeftiivtte Company for the fiscal year beginning after
December 15, 2019, with early adoption permitted. The Compagyaiuating the impact of this standard
on its consolidated financial statements.

In March 2016, the FASB has issued ASU No. 2016-09: ImproverteBisiployee Share-Based Payment
Accounting. The FASB is issuing this update as part ofSimplification Initiative. The areas for
simplification in this update involve several aspects oattewunting for share-based payment transactions,
including the income tax consequences, classificatioravedrds as either equity or liabilities, and
classification on the statement of cash flows. This geidance will be effective for the Company for the
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fiscal year beginning after December 15, 2018. The Company isa¢ival the impact of this standard on
its consolidated financial statements.

Reclassifications— Certain reclassifications have been made in the colatedl financial statements of
prior years to conform to the classification used in timeenit 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 Purchasement’ (SPA) with SmartPlay Global
PCC, Mauritius (SmartPlay) which along with its four sdizsies in India, US, Singapore and Canada is
engaged in the business of chip design services. The acquisdmmeprimarily to expand service offerings
and customer base of the Company. The Company completed thgitemgof all the outstanding shares
and ownership interests by making a payment of $140 millioash on August 7, 2015 (“Closing date”).
The Company is also obligated to pay an additional consideratthe former owners of up to $39 million,
in a combination of stock and cash, over a three year peoisiingent upon the achievement of agreed
revenue parameters.

The financial results of SmartPlay are included in tbm@any’s consolidated financial statements as of the
closing date.

The Company recorded the estimated fair values of ngiblarand intangible assets (“net assets”) acquired
and the excess of the consideration transferred over thegaggrof such fair values was recorded as
goodwill. The estimated fair values of net assets acquue@ based upon valuations prepared by the
Company. The Company does not expect any material changesestithates and assumptions used in
those valuations to occur during the measurement period.

The purchase consideration for the acquisition is s#ét b@low:

Amount
Cash consideratic $  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 is included within the purchase consideration with Besponding liability established. The liability is
remeasured to fair value as of each reporting datetha contingency is resolved. Changes in fair value
are recognized in consolidated statement of operatiod@mprehensive income/(loss). The Company
remeasured the fair value of the contingent consideratitdaech 31, 2016 and there was no significant
change in its fair value.
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The following table summarizes the allocation of the prielmy estimated purchase price based on the fair
value of the assets acquired and the liabilities assaeflthe date of acquisition:

Amount

Assets acquired, net of liabiliti $ 7,265
Property and equipme 92¢
Intangible asse

Trade nam 1,80(

Customer relationshig 26,80(

Non-compet 1,30C

Customer contract 2,800
Deferred tax (8,682)
Net assets acquir 32,21:
Purchase consideration 143,800
Goodwill $ 111,588

Goodwill balance represents the excess of the purchase pricéheviair value of net assets acquired,
including the amount assigned to identifiable intangiblestassSuch goodwill represents the value of
synergies expected to be realized between Aricent andtFmaand the acquired assembled workforce,
neither of which qualify as a separate amortizable intamgsset. Goodwill has been assigned to the Aricent
Engineering reporting unit (Note 8) and is non-deductible foptaiposes as the Company has not recorded
any tax benefit for amortization.

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 ofmoonstock 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 additidoaiation on the Share Incentive Plan)
of record at the close of business on March 16, 2015. Bastxd 451,726,189 shares of common stock and
20,770,058 vested options outstanding on the distribution recordtitatdistribution totaled $95 million.
The distribution reduced additional paid-in capital as then@any did not have retained earnings.

The Distribution was funded from the proceeds of an incremtamtalloan facility under the first lien term
loan credit arrangement. See Note 11, "Bank borrowingdaaggterm debt” for additional information
about the Company's additional incremental term loantfacil

At March 31, 2015, approximately $78.5 million of the $95 milliwas outstanding and the entire
outstanding amount was assigned and held in an escrow actbarcash held in the escrow account was
reflected under restricted cash in the consolidatechbalaheet and is classified as a financing actiwity i
the consolidated statement of cash flows. During the geded March 31, 2016, the Company paid $78.4
million and the remaining balance $0.1 million as on Marct2816 is shown under other current liabilities
in the consolidated balance sheet.
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5.

SHORT-TERM INVESTMENTS

The short-term investments were as follows as of Match

2016 2015
Avalilable-for-sale investment securities:
Mutual funds $ 3019 % 8,247
Total available-for-sale investment securities 3,019 8,247
- 7,982

Certificates of deposit

Total short-term investments $ 3019 % 16,229

The Company’s short-term investments consist of investmangs/ailable-for-sale INR denominated
mutual funds and certificates of deposit. The carryirigevaf the certificates of deposit approximated fair
value as of the balance sheet date.

The amortized cost, gross unrealized gains anddoaed fair value of available-for-sale investment
securities were as follows at March 31:

2016
Amortized Unrealized Unrealized .
. Fair Value
Cost Gains Loss
Mutual funds $ 3,016 $ 3% - $ 3,019
Total available-for-sale investment securities$ 3,016 $ 3 % - $ 3,019
2015
Amortized Unrealized Unrealized .
. Fair Value
Cost Gains Loss
Mutual funds $ 7983 $ 264 $ - $ 8,247
Total available-for-sale investment securities $ 7983 $ 264 $ - $ 8,247

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

(This space has been intentionally left blank)
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PROPERTY AND EQUIPMENT — NET
Property and equipment as of March 31, 2016 and 2015 ankoest

Useful Life
(In Years) 2016 2015

Machinery and equipme 5-7 $ 24,221 24,07¢
Buildings 30 1,97¢ 2,09t
Leasehold improvemer up to 1( 24,251 21,331
Furniture and fixture 3-£ 6,91: 5,62¢
Computer equipment and softw 3-E 83,97t 83,07¢
Lanc 7,08¢ 7,50:
Property and equipment under capital leases 3-9 7,576 8,253

Total property and equipmr 156,00« 151,96
Accumulated depreciation (100,532) (95,883)
Property and equipment — net $ 55,471 $ 56,082

Accumulated amortization of capital lease assetsd4e& million and $3.2 million as on March 31, 2016 and
2015, respectively. Depreciation and amortization experseeiated with property and equipment was $20.4
million, $20.1 million, and $19.2 million for the years ended M&t, 2016, 2015, and 2014, respectively.

No impairment of property and equipment was identifiednd) the years ended March 31, 2016, 2015, and

2014.

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

Changes in accumulated other comprehensive loss by compomerasvi®llows for the year ended March
31, 2016:

2016
Before Tax Tax Net of Tax
Amount Effect Amount

Foreign currency translation adjustments:
Beginning balance $ (128,989) $ - $  (128,989)
Add: loss arising during the year (21,022) - (21,022)
Ending balance $ (150,011) $ - $ (150,011)
Unrealized loss on derivative instrument:
Beginning balance $ (6,407) $ - % (6,407)
Add: unrealized loss arising during the year (6,901) - (6,901)
Ending balance $ (13,308) $ - $  (13,308)
Actuarial loss on pension plan:
Beginning balance $ (4398) $ 1311 $ (3,087)
Less: actuarial gain for the year 450 (108) 342
Less: amount amortized as net periodic pension cost 374 (112) 262
Less: effect of exchange rate changes 237 (72) 165
Ending balance $ (3,337) $ 1019 $ (2,318)
Net unrealized gain on available-for-sale investmen
Beginning balance $ 264 % (90) $ 174
Less: reclassification of net gains to Other (inedlexpense - net (264) 90 (174)
Add: unrealized gains arising during the year 3 (1) 2
Ending balance $ 3 % L % 2

(This space has been intentionally left blank)
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Changes in AOCL by component for the years ended March 31, aB81darch 31, 2014 were as follows:

2015 2014
Before Net of Before Net of
Tax Tax Tax Tax Tax Tax
Amount Effect Amount Amount Effect Amount

Foreign currency translation adjustments:
Beginning balance $ (109,342% - $  (109,342) $  (76,813)$ -$ (76,813
Less: reclassification on disposal of component to:

Other (income)/expense - net - - - 908 - 908
Add: loss arising during the year (19,647) - (19,647) (33,437) - (33,437)
Ending balance $ (128,989 $ - § (128,989) $ (109,342) $ - $ (109,342
Unrealized loss on derivative instrument:

Beginning balance $ (770) $ - $ (770) $ (3,687)% 653 $ (3,034)
Less: reclassifications of 0ss to:

Interest expense - net 770 - 770 776 - 776

Foreign exchange (gain)/loss - - - 2,141 (653) 1,488
Add: Unrealized loss arising during the year (6,407) - (6,407) . . -
Ending balance $ (6,407) $ - $ (6,407) $ (770) $ - $ (770)
Actuarial loss on pension plan:

Beginning balance $ (1,796% 1,075 $ (721) $ (4,099 1,384% (2,715
Add: (loss)/gain for the year (2,819) 341 (2,478) 1,540 (69) 1,471
Less: amount amortized as net periodic

pension cost 143 (61) 82 329 (108) 221
Less: effect of exchange rate changes 74 (44) 30 434 (132) 302
Ending balance $ (4398)$ 1311 § (3087) $ (1,796)$ 1075 $ (721)
Net unrealized gain on available-for-sale investmen
Beginning balance $ - $ -$ - 3 -$ -$
Add: unrealized gains arising during the year 264 (90) 174 - -

Ending balance $ 264 $  (90) $ 174§ - $ - $

8. GOODWILL AND OTHER INTANGIBLE ASSETS

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

In January 2014, the Company changed the annual impairmend) @ate from November 30 to January
31 and effective December 31, 2014 the Company moved its annu@&inmapatesting date by one month
to December 31. The Company’s financial and strategic plapnaagss, including the preparation of long-
term cash flow projections, commences in November. Thwggterm cash flow projections are a key
component in performing annual impairment test of goodwill. align these projections with the

-21 -



Company’s budgeting and strategic planning cycle, the Compahghaaged its goodwill impairment test
dates from November 30 to January 31, however, after congplatie cycle, it determined that the January
31 test date did not align with the Company’s review and apppyocess and as such moved its annual
test date to December 31. The Company believes that émge$ in the annual impairment testing dates
did not delay, accelerate, or avoid an impairment charge

In accordance with the guidance in ASC 350, a companyusresl to test for goodwill impairment at least

annually. As such, the Company performed a test for goonmpkhirment for the reporting units effective
at that time.

As of December 31, 2015 and December 31, 2014, the Company cahshegt®ne of its annual goodwill
impairment test for its two reporting units Aricent Bregring and frog design which incorporated existing
market-based considerations and operating information loaiseatrent results and projections. The results
of the evaluation showed that as of December 31, 2015 asfdesember 31, 2014, the fair values of the
reporting units exceeded their book values. Accordingly, tisane impairment charge in either fiscal year
2016 or 2015.

The following table summarizes the changes in goodwill,Heryears ended March 31, 2016 and 2015:

Balance — March 31, 20 295,10(
Foreign currency translation adjustments (10,055)
Deferred tax adjustments (463)

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

During 2013, the Indian Supreme Court ruled that amortizatiooadwill is tax deductible in India. As a
result, during 2016 and 2015 goodwill has been reduced by $0.3 naitidi$0.5 million, 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 adeeitsgy the year ended March
31, 2016 are related to intangible assets acquired onséamubf SmartPlay and translation adjustments.
During the year ended March 31, 2015, changes in gross carrymgenof intangible assets are related
to translation adjustments.

Acquired intangible assets are carried at costdessmulated amortization based on their estimated useful
lives, using straight-line or accelerated method, as fstlow

Contractual agreeme! 1.5 -3 years
Trademark 3 - 15 years
Developed Technologi 4 - 6 year
Customer relationships 8 - 18 year
Non-compet 5 years
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No residual value is estimated for the intangible tass&mortization expense related to developed
technologies was recorded as cost of revenues. Amastizexpense related to the other intangible assets
is recorded as an operating expense.

The components of intangible assets, including foreign atyreanslation adjustments of $4.6 million and
$3.2 million, as of March 31, 2016 and 2015 respectively, ai@la/s:

Gross Net
Carrying Accumulated Carrying
Amount Amortization Amount
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
Intangible assets as of March 31, 20
Contractual agreeme $ 3,21 % (3,213 $ -
Trademark 3,90¢ (2,237 1,672
Developed technologi 45,31( (45,310 -
Customer relationships 182,600 (110,973) 71,627
Total $ 235032 $ (161,733)$ 73,299

Amortization of intangible assets included in operations $&1.9 million, $10 million, and $10.2 million
for the years ended March 31, 2016, 2015, and 2014, respectively. étkpetire estimated annual
amortization expense, as of March 31, 2016, is as follows:

Years Ending

March 31 Amount

2017 $ 13,55:
201¢ 12,00¢
201¢ 12,11¢
202( 10,84«
2021 10,48
Thereafter 30,499
Total amortization expense $ 89,507

In 2014 the Company'’s board of directors decided to ceaseettatmms in its subsidiaries in South Africa
and Ukraine. Upon that decision, the Company recorded anrimgd expense of $6.6 million on its
intangible assets related to customer relationships iagsdavith the Ukraine operation in the year ended
March 31, 2014. The Company did not have any intangible assetsatisd with its subsidiary in South
Africa.
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The weighted-average remaining amortization periods tangible assets as of March 31, 2016, were as
follows (in years):

Contractual agreeme! 0.83
Trademark 4.46
Customer relationshi 7.9z
Non-Compet 4.33

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 usedideriveancial instruments to manage exposures
to foreign currency and interest rate risks. The Compaaljective for utilizing derivative financial
instruments is to mitigate the risks from these exposures

Foreign Currency Exposures — The Company manages foreigmeymechange rate risk through the use
of derivative financial instruments comprised of forveacdntracts and option contracts. All such derivative
financial instruments are reported in the consoliddi@dnce sheets at fair value (see Note 10) with the
changes in fair value of the derivative financial instent recognized in earnings. The Company does not
use derivative financial instruments for trading or spéiagurposes.

During the year ended March 31, 2016, the Company did not apply hedgatieg for its foreign currency
forward contracts and use mark-to-market accountingc¢oumt for them. Any gains or losses on such
contracts are recognized as foreign exchange (gain)/ldbe ioonsolidated statements of operations and
comprehensive income/(loss) in the period incurred.

The total gross notional amount by type of derivativaritial 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) uSD 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
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The total gross notional amount by type of derivatimaricial instruments as of March 31, 2015, is as follows:

Forward Contracts Outstanding

Currency Notional us
to Sell Coverage Dollars
US dollar (contracts to sell USD/buy IN UsD INR 12,327,89 $ 191,41(
Australian dollar (contract to sell AUD/buy US AUD AUD 1,09( 82¢
British pound (contracts to sell GBP/buy U¢ GBP GBP 8,90 13,14¢
Euros (contracts to sell EUR/buy USD) EUR EUR 51,203 $ 61,698

The Effect of Derivative Instruments on the Consolidatd Statements of Operations and
Comprehensive Income/(Loss) —The following table summarizes the amount of foreign emgha
(gain)/loss recognized in the consolidated statememgayiitions and comprehensive income/(loss) for the
years ended March 31, 2016, 2015, and 2014. The following loss/(gaul) from derivative financial
instruments that are.

201¢ 201t 201«
Foreign exchange (gain)/lc $ 2,09 $ (26,511 $ 16,73:

Interest Rate Exposure— In August 2011, the Company entered into forward staititegest rate swap
transactions, converting $240 million of the $385 million outstandalgnce under the senior secured term
loans from variable interest rate to fixed rate debAgnl of 2014, the Company refinanced its outstanding
term loans and the swap was no longer eligible for Acting Standards Codification (ASC) 815 —
Derivatives and Hedging treatment due to the extinguishofehe original debt agreement. Related to this
interest rate swap the Company recognized interest expetiseconsolidated statement of operations for
the years ended March 31, 2015, and 2014, of approximately $0@wrélhd $1.2 million, respectively.

In April 2014, the Company entered into a forward startimgrest Rate Swap transactions, against $300
million secured term loans from variable interest tatéxed rate effective October 2016. The Company
accounted for these swaps under mark-to-market accourttitigeae were not designated as cash flow
hedges for hedge accounting purposes until June 18, 2014.

On June 19, 2014 the Company designated the trades as cash flow aeddeegan to apply hedge
accounting. Accordingly, losses on account of changeaiirnvélue through June 18, 2014 totaling $1.7
million were charged to income statement. After this paisthe hedge accounting was adopted, the change
in fair value attributable to the effective portion of thedeeis recorded in accumulated other comprehensive
loss and is subsequently reclassified into earnindgisarperiod that the hedged item affects earnings. The
ineffective portion of the change in fair value of the dennast is recognized directly in earnings. The
Company recorded expense of $0.03 million as ineffective podfochanges in fair value of these
derivatives, in other (income)/expense — net, for eacheoyeéars ended March 31, 2016, and 2015.

In November 2014, the Company entered into an additionaafdratarting interest rate swap transaction
of $50 million executed through Bank of America Merrill lcgn(“BAML”") against the incremental first
lien secured term loan of $72 million availed in August 20 forward starting interest rate swaps have
an effective date of October 2016 at a fixed interdst 82.6435% and are accounted for as a cash flow
hedge under ASC 815 — Derivatives and Hedging.
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The Company recorded $2.7 million under current liabilities and4$afllion under other long-term
liabilities as of March 31, 2016 and $8.1 million as of M&3&, 2015 in other long-term liabilities to reflect
the fair value of the interest rate swaps.

The interest rate swaps outstanding as of March 31, 20dféective from October 2016, and therefore no
amount was reclassified from other AOCL to the irgeexpense during the current year. Based on current
assumptions regarding the interest rate environment asrohNda, 2016, the estimated amount from AOCL
that is expected to be reclassified into intereseegp within the next 12 months is $2.8 million.

Counterparty Credit Risk — The use of derivative financial instruments exposes Company to
counterparty credit risk. If the counterparty failsperform, the Company is exposed to losses if the
derivative is in an asset position. When the fair valu derivative instrument is an asset, the counterpart
has to pay the Company to settle the contract. This egplos€Company to credit risk. However, when the
fair value of a derivative instrument is a liabilithet Company has to pay the counterparty to settle the
contract and therefore there is no counterparty cresht iihe Company has established policies and
procedures to limit the potential for counterparty cradk, including establishing credit limits for credit
exposure and continually assessing the creditworthinessuoitarparties. As a matter of practice, the
Company executes derivative contracts with major banks wilddihaving good Standard & Poor’s and
Moody’s credit ratings. To further reduce the risk of laks, Company generally enters into International
Swaps and Derivative Association master agreementsswiibtantially all of its counterparties. Master
netting agreements provide protection in bankruptcy in ceciemnmstances and, in some cases, enable
receivables and payables with the same counterparty wfféet in the consolidated balance sheets,
providing for a more meaningful balance sheet presentatioredit exposure. The Company’s derivative
contracts do not contain any credit risk related continggctors and do not require collateral or other
security to be furnished by the Company or the counterparties

FAIR VALUE

The fair value of the Company’s cash and cash equiglesgtricted 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 cordismsh deposited in certificates of deposit with
short term maturities.

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

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

Level 2 — inputs are based upon quoted prices for similatsass liabilities in active markets, quoted

prices for identical or similar assets or liabilitiesnarkets that are not active, and model derived valugation
for the asset or liability that are derived principallgnr or corroborated by market data for which the
primary inputs are observable, including forward interafss; yield curves, credit risk and exchange rates.

Level 3 — inputs for the valuations are unobservable andbased on management’s estimates of
assumptions that market participants would use in pricinggbet or liability. The fair values are therefore
determined using model-based techniques such as option pricingsrandeliscounted cash flow models.
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The carrying amounts and fair values of the Company&ntial assets and liabilities as of March 31, 2016
and 2015, were as follows:

Balance Sheet 2016 2015
Level Classification Carrying Fair Carrying Fair
Amount Value Amount Value

Assets:
Certificates of deposit Level 2 Cash and cash

equivalent $ -3 -$ 55,236$% 55,236
Mutual funds Level 1 Short-term investments 3,019 3,019 8,247 8,247
Certificates of depos Level z Short-term investmer - 7,982 7,982
Foreign currency forward ~ Level 2 Other current
& option contracts 1,920 1,920 7,936 7,936
Total $ 4939 $ 4939 $§ 79401 $ 79401
Liabilities:
Foreign currency forward ~ Level 2 Other current
& option contracts $ (753) $ (753)$ (286)$ (286)
Interest rate swap Level 2 Other current/

other long-term (15,070) (15,070) (8,139) (8,139)
Senior secured term loans Level 2 Current/long term (922,390) (917,886)  (854,543)  (851,052)
Contingent consideration Level 3 Current/long term (3,800) (3,800) -
Total $ (942,013)$ (937,509) $ (862,968) $ (859,477)

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

For the Term Loans, in 2016 the Company performed a dismbwash flow analysis based on estimated
cash flows at a credit spread of 4.9% for the firsttie@m loan and 9.3% for the second lien term loan. For
the Term Loans, in 2015 the Company performed a discogastdflow analysis based on estimated cash
flows at a borrowing rate of 5.6% for the first lien tdoan and 8.8% for the second lien term loan.

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

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

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

The valuation for the contingent consideration in relattonacquisitions is determined based on

unobservable inputs, such as historical financial reamitisassumptions about future growth rates, which
require significant judgment to determine the future outcamleasa such are in Level 3.
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A reconciliation of contingent consideration from the openirtipécclosing balances is as follows —

Amount
Balance as at March 31, 2015 $ -
Additons 3,800
Change in fair value -
Balance as at March 31, 2016 $ 35800

BANK BORROWINGS AND LONG TERM DEBT

During the year ended March 31, 2015 the Company completed a refmanicits outstanding debt
obligations by entering into new debt facilities. The Compalotgined $659 million first lien term loan
facility (the “First Lien term loan”) due April 14, 202héanother new $200 million term loan facility (the
“Second Lien term loan”) due April 14, 2022. The proceeds weed to repay all of its obligations under
its August 2011 senior credit facility agreements which arezlito $296.8 million. Pre-payment was also
made on its senior subordinated Paid-In-Kind (“PIK”) naxt@ounting to $444.8 million, including accrued
interest of $9.1 million. The Company further used the proceedstribute $95 million to its common
shareholders and vested option holders of record on Mar@015,

The Company accounted for the above transactions as egtingent of debt and issuance of new debt. The
Company recorded a loss on extinguishment of debt of $6.@méEsociated with this transaction during
the year ended March 31, 2015. Included in the loss on extinguisiaaes unamortized deferred financing
fees of $3.9 million related to the Senior Credit Faciliiad the net discount and fee of $3 million associated
with the non-KKR Kohlberg Kravis Roberts) owned portion of the PIK note. &tinguishment of the
KKR portion of the PIK note was recorded as a capitaistiation due to the related party nature of the
relationship between the Company and the KKR. A total of $@l@®mwas recorded in additional paid-in
capital related to this extinguishment.

The secured term loans were issued at discount of $18idnniThe Company also paid financing costs of
$2.1 million. The discount and financing costs are recoodetie balance sheet as a reduction to the carrying
value of the debt and are recognized as interest expsimgethe effective interest method over the term of
the loans.

On August 14, 2015, the Company availed itself of a provisiondied in the First Lien Credit Agreement
dated April 14, 2014, to increase its borrowings under thelEest The Company borrowed an additional
$75 million under the First Lien Agreement and used the fundspay revolver credit facility of $65 million
drawn in connection with the acquisition of SmartPlay.

The fees related to the August 2015 incremental finan@ngisted of discount of $1.1 million and other
legal and consulting fees of $0.1 million.
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The Company’s bank borrowings and long-term debt as of Mat¢ch?016 and 2015 consists of the
following:

201¢ 201¢

Secured term lo¢

- First lien term loi $ 722,39( $ 654,54!

- Second lien term loan 200,000 200,000
Total deb 922,39( 854,54
Less: Current portion 7,340 6,590
Non — current portic 915,05( 847,95
Less: Unamortized discount and debt issuance cost 16,581 18,518
Net non — current portion of debt $ 898,469 $ 829,435

The Company has set forth a brief description of its cfedilities in place at March 31, 2016 below.
$734 million First Lien Term Loan credit agreement —

- Maturity and Amortization: The Term Loan matures on April 14, 2021. The Term Loanbeiliepaid in
equal quarterly installments of 0.25% of the original outtanprincipal 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 4.5086gin with a Floor of 1%. The
Company elected 1 Month Libor to be reset every month akihigninterest payments on a monthly basis.
Effective January 2016 the Company has elected 6 month Lidointérest payments on quarterly basis in
line with Credit Agreement.

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

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

- Mandatory Prepayments: The Company may also be required to make annual mangaegpgyments of
up to 50% of its excess cash flow, as defined in the cagdgement. It may also be required to make a
mandatory prepayment under certain prepayment events unlessrthedomandatory prepayment amount
is reinvested, or contracted to be reinvested, withinde8@ of the event.

- Covenants: The Term Loan is governed by the credit agreement wingioses certain restrictions
including, but not limited to, the payment of dividends or io#wguity distributions and the incurrence of
debt or liens upon the assets of the Company or its subeglidiie credit agreement also calls for the
Company to maintain a total leverage ratio of less thanarnd subsequently stepping down on an annual
basis, until it reaches 5:1 in September 2017 and thereafiietherexpiration date.
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$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%imavith Floor at 1%. The Company
elected 1 month Libor to be reset every month and wdsnmanterest payments on a monthly basis;
however, effective January 2016 the Company has elected 6 mambhsd-make the interest payments on
guarterly basis in line with the Credit Agreement.

- 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 equigrasts of each borrower and restricted
subsidiary owned by the credit party (Aricent Technologies).

- Mandatory Prepayments. Mandatory prepayments are not applicable unless the Faistllarm Loan has
been repaid in full. At this time, mandatory prepaymenttherSecond Lien will be required following the
same methodology described under the First Lien mandatoryypnepts. As of March 31, 2016 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 wingioses certain restrictions
including, but not limited to, the payment of dividends or o#wguity distributions and the incurrence of
debt or liens upon the assets of the Company or its subeglidiie credit agreement also calls for the
Company to maintain a total leverage ratio of less thaid,7add 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 uader
Senior Secured Revolving Credit facility. Interest aceroe the revolving credit facility at LIBOR plus a
4.5% margin. Non-fund based letters of credit outstanding uhdeevolving credit facility aggregated to
$3.6 million and $3.3 million as of March 31, 2016 and 2015, respBctiveailability under the revolving
credit facility after deducting outstanding letters of dredis $71.4 million and $71.7 million at March 31,
2016 and 2015, respectively.

During the year ended March 31, 2016 and 2015 the Company incédrétirillion and $55.8 million as
interest expense respectively on its borrowings.

The Company’s net weighted-average borrowing cost for altamdsg borrowings was 6.37% and 6.44%
for fiscal 2016 and 2015, respectively.

(This space has been intentionally left blank)
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As of March 31, 2016, the annual scheduled maturities fo€tmepany’s bank borrowings and long term
debt were as follows:

Years Ending

March 31 Amount
2017 $ 7,34(
201¢ 7,34C
201¢ 7,34C
202( 7,34C
2021 7,34C
Thereafter 885,690
Total $ 922,390

COMMITMENTS AND CONTINGENCIES

Lease Obligations— The Company leases certain facilities and equipment unachecancelable operating
leases. The Company also has commitments under capital fetetes to leasehold improvement and
equipment. The operating and capital leases expirarious years through March 2023 and require the
following minimum lease payments:

Years Ending Operating Leases  Capital Leases
March 31 Amount Amount
2017 $ 14,218 $ 1,75¢
201¢ 11,55( 91€
201¢ 5,591 91l€
202C 4,99( 91l€
2021 3,197 41€
Thereafter 11,409 177
$ 50,956 $ 5097
Less: Amount representing interest 934
Total of minimum lease payments $ 4,163
Less: Current portion 1,380
Long-term capital lease obligation $ 2,783

Total rent expense for the years ended March 31, 2016, 201204dd amounted to $20.9 million,
$21.2 million, and $19.9 million, respectively.
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The Company has entered a sublease contract for onde#sts office which is non-cancelable in nature.
Future minimum sublease payments expected to be reaamndsd non-cancellable subleases as at March
31, 2016 are, as follows:

Years Ending Operating Leases
March 31 Amount

2017 $ 321
2018 107
Total $ 428

Guarantee Arrangements— The Company enters into guarantee arrangements in timagrdiourse of
business with certain third-party banking institutions oraledi its subsidiaries. The estimated outstanding
balance for guarantees issued on behalf of the subssdieaie approximately $2.1 million and $1.9 million
as of March 31, 2016 and 2015, respectively. As of March 31,201 8015, the estimated amount of non-
cancellable purchase commitments under contracts was $2o® ieind $15.5 million, respectively.

Legal Matters —

Bangalore Campus Matter —On May 19, 2003, the Company’s principal subsidiary in Indiaceht
Technologies (Holdings) Ltd. (*ATHL"), entered into an egment (the “Agreement”) with a purchase
option with the land owner and the developer for the developrease and potential sale of a Bangalore
land facility in India (the “Company’s Bangalore Campusi)July 2005, the developer of the Company’'s
Bangalore Campus filed a lawsuit against ATHL in théy @ivil Court of Bangalore, India seeking
recovery of rent and interest aggregating to $0.7 millidre developer also claimed wrongful possession
and sought to have ATHL vacate the premises and payggsmATHL deposited $0.4 million with the
court representing the amount it determined was contractoaked to the developer pursuant to the
Agreement from the date of occupancy through January 2@0dath ATHL exercised its right to purchase
the Company’s Bangalore Campus pursuant to the Agreementotit permitted the developer to encash
this amount in February 2008. ATHL has also attempte®nat to the land owner the rental amount it
determined to be contractually due to the land owner, leutitid owner has refused to accept such rental
cheques. In December 2008, the developer responded by filindienniar damages equivalent to the
amount of rent. The trial court allowed the motiotMarch 2011, but ATHL challenged the order with the
Karnataka High Court, Bangalore (the “High Court”) aratained a stay in the matter. Finally, in
September, 2013, the High Court set aside the impugned ora&l aburt and directed the trial court to
dispose of all the lawsuits expeditiously.

In January 2007, ATHL sent both the developer and land owneemdiits exercise of its option to purchase
the Company’s Bangalore Campus for $3.6 million pursuanteté\gneement. In February 2007, ATHL
filed a lawsuit in the City Civil Court of Bangaloreydia against both the developer and owner of the
Company’s Bangalore Campus directing them to execute alsatein favor of ATHL pursuant to the
Company’s contractual purchase option under the Agreement.

In September 2010, the developer filed another lawsuit stg&irHL in the City Civil Court of Bangalore,
India seeking recovery of damages and interest represéimémprtion of the land and building previously
owned by the landowner of the property. The developer clairhave purchased the owners’ interest in
April 2010 and sought eviction based on its ownership of thisgpoffhe Company had opposed the claims.
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All three lawsuits described above have been consolidatéddl which commenced in November 2011
and completed in February, 2016. The judgements were prondoyteel Court in April 2016 wherein the

2 cases filed against the Company by the developer fotievitas been allowed by the Court and the
Company’s case of Specific Performance was dismisseédnei costs. These judgements are appealable
before the Hon’ble High Court of Karnataka and Supreme @bundia. The Company has already filed
appeal in both the eviction suits before the High Courtashitaka. Based on expert advice, the Company
believes that it has a good case and that the Companigendble to defend its action successfully. The
Company also intends to pursue its right to ownership of the GorispRangalore Campus and finalizing
appeal against the judgement in its suit of specific pedace. Further, the Company does not believe that
the resolution of these matters will have a material adwffset on its consolidated balance sheets or
consolidated statements of operations and comprehensoraenhg¢loss), or consolidated cash flows.

Service Tax Matter— On October 20, 2011, the Company’s subsidiary, Aricent Teabies| (Holdings)
Ltd. (“ATHL") received a show cause notice from the serv@&edepartment of India demanding service
tax on reimbursements made by ATHL to its various branfdresalaries and rent and to other vendors
located outside of India for visa and insurance serfmreATHL employees traveling abroad from fiscal
year 2007 through 2010. Additionally in the above notices the semscauthorities have included all
amounts incurred in the foreign currency by ATHL, on \tservice tax applicable on import services has
not been paid as chargeable to service tax. Since JUAp22, ATHL has received similar notices covering
fiscal years 2011 to 2015. The total tax demanded for sucts wtands at $34.9 million.

For years upto 2014 ATHL has also received orders from Cssmnier of Service Tax confirming above
tax demand and also imposing interest and a penaltyadgni 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 shose notice and ATHL is in the process of
filling response for the same. The proposed tax demargigh notice is for $2.1 million which is included
in total tax demand mentioned above. The orders of 2013, ddishaw cause notice of 2015 were received
during the year.

The service tax department claims these services in abenigomed years qualify as an import of service
and that under Section 66A/66B of the Finance Act of Iradservice tax is due and owing. The Company
believes that Section 66A/66B is not applicable and accordirgbervice tax is due on these particular
services. Since the Company has not suppressed anytfesdise iCompany’s position based on legal advice
that tax authorities case for penalty would not susi2@sed on legal advice, judicial precedents and reply
being filed by legal counsel which supports the Company'&iposthe Company is of the view that
outcome of this matter will not have a material adveffeeteon the Company’s consolidated balance sheets,
consolidated statements of operations and comprehensoreeftoss) or consolidated cash flows.

Other Matters - The Company is involved in various claims and legal actiaamg in the ordinary course

of business. In the opinion of management, the outcome of daichscand legal actions, if decided
adversely, is not expected to have a material adveise eh 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,yan@a Islands entity. Accordingly, the Company

has presented the domestic portion of the disclosures latbvthe country of domicile as the Cayman
Islands.
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The domestic and foreign components of income/(loss) befoome taxes for the years ended March 31,
2016, 2015, and 2014, were comprised of the following:

201¢ 201¢ 201¢
Domestic $ (53998 $ (62,505 $ (76,329
Foreigr 69,24 127,60 84,35¢
Total $ 1524¢ $ 6510¢ $  8,02¢

The provision/(benefit) for income taxes for the years endaxtiM31, 2016, 2015, and 2014, consisted of
the following:

201¢ 201t 201¢

Current

Domesti $ - $ - $ -
Foreigt 10,264 19,920 16,861
Total Currer 10,264 19,920 16,861
Deferred

Domestir - - -
Foreigt 5,587 2,401 (2,414)
Total Deferre 5,587 2,401 (2,414)
Total $ 15851 $ 22,321 $ 14,447

As a Cayman Islands corporation, the Company’s domesti¢a@tatncome tax rate is 0.0%. The primary
difference between the Company’s domestic statutory incaxnete and its effective tax rate is due to the
effect of the tax rate differential between the Cayisénds 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, 2016 and 2015, are as follows:

2016 2015
Deferred tax asse
Share-based compensa $ 155 % 3,381
Accruals and reserv 7,624 8,081
Tax credit 5,57¢ 15,38¢
Net operating loss and other carryforwi 6,38¢ 4,53
Fixed assets and land 1,761 1,358
Total deferred tax ass 22,90 32,74¢
Valuation allowance (7,248) (8,428)
Net deferred tax ass 15,655 24,320
Deferred tax liabilities
Goodwill (50,915 (50,473
Intangible asse (30,620 (24,470
Other (448) (696)
Total deferred tax liabili (81,983) (75,639)
Net deferred tax liabilit $ (66,328) $ (51,319)
The net deferred tax liability is classified adduls:
Other asse $ 1,730 $ 1,92t
Long-term liability (68,058) (53,244)
Total $ (66,328) $ (51,319)

The Company has income tax net operating loss carry-fdsweglated to its foreign operations of
approximately $31.9 million. The foreign net operating lassyeforwards of $31.9 million primarily are
relating to the Company’s subsidiaries in the US, UK, INdetherlands and Germany. The UK and Germany
net operating losses carry-forward indefinitely. Thehgdands, US and India net operating losses carry-
forward expire between 2017 through 2036. The Company has recodkfdrred tax asset reflecting the
benefit of $6.4 million in loss carry-forward. Such defdri@x assets expire as follows:

2017-2027 $ 2,743
2028-2036 758
Indefinite carryover 2,885
Total $ 6,386

The Company has deferred tax assets related to India MimiAiternate Tax (MAT) credit amounting to
$8.9 million. These credits will expire between 2021 to 2024.

The utilization of the net operating loss carry-forwaigiimited to the Company’s future operations in
those tax jurisdictions in which such carry-forward araftdization of certain loss carry-forwards may be
subject to annual limitations pursuant to specific country ostng change rules. Any such annual
limitation may result in the expiration of net operatiogsles before utilization.

Management assesses the available positive and negatlem@wito estimate if sufficient future taxable
income will be generated to use the existing deferreddsets A significant piece of objective negative
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evidence evaluated was the cumulative loss incurred log¢htee-year period ended March 31, 2016. Such
objective evidence limits the ability to consider other subjecevidence such as projections for future
growth of the Company.

On the basis of this evaluation, as of March 31, 2016uatiah allowance of $7.2 million has been recorded
to record only the portion of the deferred tax assettioae likely than not will be realized. The amount of

the deferred tax asset considered realizable, however, coatfjusted if estimates of future taxable income
during the carry-forward period are reduced or increaseid objective negative evidence in the form of

cumulative losses is no longer present and additional weightbe given to subjective evidence such as
projections for growth of the Company.

In general, it is the practice and intention of the Compamginvest the earnings of its foreign subsidiaries
in those operations. The Company has subsidiaries in diffgnesdictions which have positive retained
earnings of approximately $124 million (other than the Compasybsidiary in India) as of March 31,
2016. Out of above retained earnings, $83 million are in coanttiere there is no dividend tax applicable
and balance $41 million are in countries where law providedi¥idend tax. It is management’s position
that such earnings will be indefinitely reinvested in resipe jurisdictions. Accordingly, deferred income
taxes of approximately $2 million have not been provided fouoh foreign subsidiary earnings. The above
amount of approximately $2 million does not include the impctlistributing the earnings of the
Company’s subsidiary in India, as the Company has implemerdggdtagy to repatriate partial earnings
from its Indian subsidiary in a tax free manner and balaacgings will be indefinitely reinvested.

The Company recognizes interest and penalties related@oognized tax benefits within the provision for
income taxes line in the accompanying consolidated statewferdperations and comprehensive
income/(loss). Accrued interest and penalties artuded within the related tax liability line in the
consolidated balance sheets. Related to the unrecognizbdretits, the Company accrued penalties and
interest of $0.4 million during the year ended March 31, 2016 amotah as of March 31, 2016, has
recognized a liability for penalties and interest of $4illian. This cumulative liability also includes penalty
and interest amounting to $0.4 million of SmartPlayfasugust 7, 2015. During the year ended March 31,
2015, the Company accrued penalties and interest of $0.7 nailidrin total, as of March 31, 2015, has
recognized a liability for penalties and interest of $8ildon. During 2014, the Company accrued penalties
and interest of $0.9 million.

The Company files income tax returns in the U.S. (fedendl various states), India, UK, Luxembourg,
Mauritius and various other foreign jurisdictions. The 2004ugh 2016 tax years are open and may be
subject to potential examination in one or more jurisdictidif'e Company is also under income tax
examination in India and USA. The Company is not under incoxnexemination in any other jurisdiction
as of March 31, 2016. The Company does not expect any significagdise or decrease in its unrecognized
tax positions over the next 12 months.

EQUITY

During the year ended March 31, 2016, the Company has issued 175,000vithaagsar value of $0.001
and at fair market value of $1.74 per share.

During the year ended March 31, 2015, the Company has provided @mtuoiiy to its eligible employees
to purchase common shares of the Company for considerattashrand the Company has issued 318,745
shares at $1.23 per share, the fair market value on thefdaseiance of shares.

During the year ended March 31, 2014, the Company has issued 5,762#482th a par value of $0.001
and at fair market value of $0.77 per share.
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Further, during the year ended March 31, 2012, the Company iedréssauthorized shares from
500,000,000 with a par value of $0.001 to 550,000,000 with a par va@eQifl and increased its shares
available for grant under the 2006 Share Incentive Plan frod®8®00 to 75,000,000, as approved by the
Board of Directors. No changes were made to the plan dtivengear ended March 31, 2016.

SHARE-BASED COMPENSATION PLANS

Effective August 28, 2006, the Company adopted an equity-tamegensation plan, the 2006 Share
Incentive Plan (the “2006 Plan”), authorizing the grant ota 5,000,000 options to its management,
employees and non-employee directors to purchase the Compahgarpishares at their fair value on the
date of grant, and other long-term incentive compensat@rds such as restricted stock units. During the
year ended March 31, 2012, the number of shares availalgeaitrwas increased to 75,000,000.

Stock Options

Options granted to employees and officers consist of dication of time-based and performance-based
options which generally vest over a five-year period (though s@sieover three years) and have a ten-
year contractual term. The Company recognizes compensatiensexfor time-based options on a straight-
line basis over the requisite service periods of the awv&ar performance-based options where vesting is
contingent upon both a service and a performance condibarpensation expense is recognized over the
respective requisite service period of the award wheneeeimnent of the performance condition is
considered probable. Vesting may be accelerated upon oeveaits such as a change of control.

Restricted Stock Units

Under the 2006 Plan, the Company may grant restricted stocktairuticers and other key employees.
These stock awards are subject to risk of forfeifueenployment is terminated before vesting. Upon vesting
distributions are made in shares of common stock. Theatestistock units granted in 2012, 2013 and 2014
vest ratably over three years. Vesting may be acceleugimol certain events such as change of control.
During 2014, the Company also granted a restricted stocldawach immediately vested, under the terms
of the award if employment is terminated within the fgst months the award will be forfeited and if
employment is terminated after six months but prior étkird anniversary, then the Company will buy-
back the stock awarded at $0.77. During the year ended Mar@0384d, employment was terminated and
the stock was repurchased at $0.77 per share.

Stock-Based Compensation

The Company accounts for its share based compensatiangsasquity awards at the time of grant. The
fair value of option grants is estimated on the date atgor for performance based options at the later of
the date of grant or date the performance target iss#ay the Black-Scholes option-pricing model which
uses the assumptions noted in the following table. Expectetlityola based on the historical volatility of
an index composed of the common stock of comparable publidgdraompanies. The Company’s
expected term represents the period that the Companyksagibons are expected to be outstanding and is
determined based on giving consideration to the contractuad t# the stock options and vesting schedules
which is calculated by using the simplified method. ThenBany has never paid dividends on its ordinary
shares and currently does not intend to do so. Accorditigydividend yield percentage is zero for all
years. The risk-free interest rate for the expected t# the option is based on the average implied yield
curve on U.S. Treasury instruments with a remaining euivalent to the expected term of the option.
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The assumptions used to value stock options issued dhangars ended March 31, 2016 and 2015, were
as follows:

201¢ 201t
Expected term (years) 6.35 5.00 - 6.40
Expected volatility 35.30% - 38.68% 36.00% - 48.00%
Fair value of share $1.74 - $2.05 $1.23 - $1.74
Risk-free interest rate 1.70-1.76 % 1.28-2.04 %
Dividend yield 0% 0%

Modification Accounting

The Company’s option and related agreements, contain agte/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 preclasheemployee from bearing the risks and rewards of
share ownership for less than six months, the Company si#iedaghe award from equity to liability and
considers it to be a modification. The Company recognizes B&sg#d compensation expense for the equity
award to be at least equal to the grant date fair \ailtiee award and records incremental expense equal to
the fair value of the award on the date the classifinathanges from equity to liability which is considered
to be a modification. Any changes in the fair value ofatvard between the date of modification through
the date of settlement are also recorded as stock basgpensation.

Distribution

The 2006 Plan contains anti-dilution provisions which reghieeCompany to make an equitable adjustment
to all option and restricted stock unit holders eitherubhoa cash payout or exercise price adjustment (or
any combination thereof) upon an equity restructuring eémehtding any special distribution and dividend.
Since the adjustments were required pursuant to the 200&Hdamash distribution and reduction in strike
price are not considered modifications and as such nemtal 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, 2016,
2015, and 2014:

Weighted-
Weighted- Average
Average Remaining Aggregate
Number Exercise Contractual Intrinsic
of Options Price * Life (Years) Value
Outstanding — March 31, 2013 65,679,41% 0.97 72 % 403
Granted (weighted average fair value
of $0.34 per shai 16,815,11 0.77
Exercise (345,760 0.2t
Forfeitec (14,143,867 0.9¢
Expired (6,940,647) 1.14
Outstanding — March 31, 2014 61,064,261 $ 0.86 73 $ 195
Granted (weighted average fair value
of $0.56 per shai 6,829,37: 1.1¢F
Exercise (796,910 0.7t
Forfeited (4,303,874) 0.86
Expired (5,542,809) 0.97
Outstanding — March 31, 2015 57,250,042 $ 0.78 70 $ 55,057
Granted (weighted average fair value
of $0.75 per share) 12,241,724 1.88
Exercised (9,403,340) 0.76
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
Options exercisable — March 31, 2016 17,426,657 $ 0.91 44 $ 19,818
Options exercisable — March 31, 2015 25,899,161 $ 0.85 64 $ 23,099
Options vested and expected to
— March 31, 2016 34,025,217 $ 1.02 60 $ 35,104
Options vested and expected to
— March 31, 2015 49,816,453 $ 0.79 70 % 47,204

*Reflects reduction in exercise price for unvested optamien March 16, 2015 pursuant to the Distribution
(See Note 4).
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The following table summarizes the share-based compensagmamse from stock options included in
operating expenses in the consolidated statements of iopsrand comprehensive income/(loss) for the
years ended March 31, 2016, 2015, and 2014:

201¢ 201¢ 201¢
Cost of revenues $ 550 $ 737 $ 638
Selling, general, and administrat 5,307 7,097 3,337
Total $ 5857 $ 7834 $ 3,975

As of March 31, 2016, the unamortized share-based commeneapense from outstanding options is $5.1
million. The weighted-average period over which the unanemtshare-based compensation expense will
be recognized is 3.5 years.

The above expense includes $3.5 million and $1.8 million of sbhaded compensation expense for
performance-based options which vested in the years endsthM1, 2015 and 2014, respectively upon
the achievement of the performance target for those ategperears. The Company did not recognize
compensation expense for performance-based options whidd Wave vested upon achievement of the
performance target for the year ended March 31, 2016, as thenmence criteria was not met.

During the years ended March 31, 2016 and 2015, the Company mogiimusdheld by certain terminated
employees. The Company also reclassified certain opfrons equity to liability awards when it was
considered probable that the Company would exercise itdgtallbr make payments to cancel outstanding
options, which are also considered a modification. Asidtrekthese modifications, the Company recorded
incremental share-based compensation expense for thendssd March 31, 2016 and 2015 of $3.8 million
and $2.2 million respectively.

During the fiscal years 2014, the Company modified certaimdsnzeld by certain terminated employees
and as a result of these modifications, compensation expamnthe years ended March 31, 2014, decreased
by a deminimus amount.

During fiscal year 2014, the Board authorized the canamtlaind regrant of 2.7 million shares to executives
of the Company. The cancelled shares had been isspedest between $0.94 and $1.25 and were regranted

at a price of $0.77. This modification resulted in approxiip&@.25 million of incremental compensation
expense.

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

Changes in restricted stock units for the year ended M2ikcl2016, 2015, and 2014 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, 2013 2,999,997 $ 0.79 30 $ 2,370
Awardec 1,000,000 $ 0.77
Veste( (1,057,142 0.77
Forfeited (1,571,427) 0.77
Non vested as of March 31, 2014 1,371,428 $ 0.77 15 $ 1,056
Awarded ’ 92,46( $ 1.74
Veste( (362,052 0.8¢
Forfeited (655,606) 0.77
Non vested as of March 31, 2015 446,230 $ 1.74 1.0 $ 776
Awarded - 3% -
Vested (223,115) 0.77
Forfeited (223,115) 0.77
Non vested as of March 31, 2016 - % -

* Restricted stock unit granted pursuant to distidn (refer Note 4)

During the fiscal year ended March 31, 2014, the Company gramntestricted stock award of 830,104,
which immediately vested. During the year ended March 31, 20%6jcted stock award holder
employment was terminated and as per the term of agréghe Company repurchased the stock awarded
at $0.77 per share. There were no restricted stock awsadted in 2015 and 2016.

The total intrinsic value of restricted stock unitsteel during 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 expeinség statements of operations for the years ended
March 31, 2016, 2015, and 2014:

201¢ 201t 2014
Cost of revenue $ - $ - $ -
Seling, general, and administrative 154 480 1,470
Total $ 154 $ 480 $ 1,470

During the previous year ended March 31, 2015, the Company modBgitted stock units held by a
terminated employee. As a result of this modifications,Gbenpany recorded incremental share-based
compensation expense of $0.2 million
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16.

Aricent’s Directors’ Deferred Compensation Plan— The Company adopted a Directors’ deferred
compensation plan (“Directors’ Plan”) on January 1, 200Whith the members of the Company’s Board
of Directors may make an annual election to receive tees in the form of equity share units in lieu of
cash. The number of units received is determined bas#tearmumber of shares that could be purchased
with the Directors’ fees at the current fair valuetlod shares. Directors will receive additional units for
shares that could be purchased with future dividendsyyif Bollowing a Director’'s departure from the
Board of Directors, the Director may receive paymenttie 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. Shaies ame fully vested upon grant. During the year ended
March 31, 2015, the Company adopted a new Directors Compenglatioand discontinued the directors’
deferred compensation plan. The Company recognized compensagiense of $0.1 million associated
with the Directors’ Plan for the year ended March 31, 2014.

A summary of share unit activity under the Directors’ Rlarof March 31, 2016, 2015 and 2014, is
presented below:

Average
Share Grant Date
Units Fair Value
Outstanding — March 31, 2013 816,951 $ 0.91
Granted 104,085 0.77
Released (272,317)
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

The new Directors’ compensation plan (“Directors’ P)ar”effective from January 1, 2014, in which the
members of the Company’s Board of Directors can eta@deive their fees in the form of cash or an annual
grant of options to purchase equity share. Two of thetdiebave opted to receive the compensation in
combination of cash and option while the other directors bpiel to receive the compensation in options.
The Company recognized an expense of $0.1 million paid tdalissda cash and compensation expense of
$0.3 million associated with the option grants which iduithed in operating expenses in the statements of
operations for each of the year ended March 31, 2016 and 2016trespe

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 contrimsi to the 401(k) Plan are voluntary,
subject to a maximum annual limit provided by the U.S. latleRevenue Code of 1986, as amended. The
Company may make an annual discretionary contribution todnength approval by its Board of Directors,
which is also subject to the maximum deductible limit pitedi by the Internal Revenue Code of 1986, as
amended. As of March 31, 2016 and 2015, the Company had ac&k®uednillion and $0.5 million,
respectively, for contribution to the 401(k) plan. The Compargden matching contributions of
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approximately $1.2 million, $1.9 million, and $1.5 million, resfively, for the years ended March 31, 2016,
2015, and 2014, 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 rieceive benefits under a provident fund, a
defined contribution plan in which both the employee and tragany make monthly contributions equal
to a specified percentage of the covered employee’s salhwgh at March 31, 2016, was 12% of the
employee’s base salary. These contributions are madefiodaset up by its India subsidiary and
administered by a board of trustees. The rate at whizhninual interest is payable to the beneficiaries by
the trust is administered by the government. The Companynhakligation 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 ratéhdo/ears ended March 31, 2016, 2015, and 2014.
The Company recognizes its contribution as an expense in théngaared which totaled $5.1 million,
$5.1 million, and $4.8 million for the years ended March 31, 20185;,26nd 2014, respectively.

Also, as required by Indian law, the Company provides forujyata defined benefit retirement plan
covering eligible employees resident in its India subsidiat@é@safuity Plan”). The plan provides a lump-
sum payment to vested employees at retirement, death wkaevige or on termination of employment in
an amount equivalent to 15 days salary for each caetplear of service. Vesting occurs upon completion
of five years of service. The Company contributes all tleergéesned liabilities to a fund set up by the
Company and administered by a board of trustees.

ATHL maintains an unfunded defined benefit pension plan coveengin 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 has assliaigities of SmartPlay’s India subsidiary
(“ATPL”) for its employee benefits. The Company in itsisolidated balance sheet has recorded a liability
for gratuity plan based on the actuarial valuation. Theugydiability of ATPL is unfunded. The employees
of ATPL are not covered by the gratuity fund set up by ATHLitloemployees.

ATPL is registered with Regional Provident Fund Commissidoe employee provident fund scheme,
which is a defined contribution scheme. Contribution made Iplames 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 Prafitoebligations as of March 31, 2016 and
2015 are shown below:

201¢ 201¢
Change in benefit obligatior
Projected benefit obligation — beginning of y $ 16,73¢ $ 14,17:
Interest cos 1,09¢ 1,11z
Service co 2,192 1,79t
Benefit pait (2,198 (2,102
Actuarial (gain)/los (450, 2,771
Acquisition/Divestitur 71¢€ -
Exchange rate chang (637, (1,018
Projected benefit obligation — end oér $ 17,46( $ 16,73¢
Change in plan asse
Fair value of plan assets — beginning of the $ 1,847 $ 1,46¢€
Actual return on plan ass 15¢& 81
Employer contributior 1,22z 2,45¢
Benefits pai (2,145 (2,084
Acquisition/Divestitur: - -
Exchange rate chang (92) (69)
Fair value of plan assets — end of tba $ 987 $ 1,847
Funded statt $ (16,473 $ (14,889
The accrued liability for benefits is classifiedfabows:
Accrued payroll and benefits - "Current liabili $ 88t % -
Other liabilities - "Non-current liability 15,58¢ 14,88¢
Total accrued liabilit $ 16,47. $ 14,88¢

The net gratuity and pension cost for the years endedi\Bdr,c2016, 2015, and 2014, is as follows:

201¢ 201¢ 2014
Net cost
Service co¢ $ 2192 $ 1,798 $ 1,79¢
Interest co: 1,09¢ 1,112 1,002
Expected return on planned as (155] (123) (102
Amortization of actuarial lo: 374 142 32¢
Net cost for the ye: $ 351C $ 2927 $ 3,02¢

The actuarial gain and loss of $0.5 and $2.7 million weregrézed in other comprehensive income/(loss)
for the years ended March 31, 2016 and 2015 respectively.

The following are the assumptions utilized as of March 31, 20862015:

2016 2015
Discount rat 1.90% -8.60¢ 1.60% - 8.30¢
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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17.

18.

The accumulated benefit obligation for all plans adafch 31, 2016 and 2015, was $12.3 million and
$11.8 million, respectively.

Gratuity and pension benefit payments, which reflect exgduatare service, as appropriate, are expected
to be paid as of March 31, 2016, are as follows:

Years Ending

March 31 Amount

2017 $ 2,027
201¢ 2,31C
201¢ 2,361
202C 2,602
2021 2,907
2022-202¢ $ 15,17¢

The expected benefits are based on the same assumptiots msedure the Company’s benefit obligations
as of March 31, 2016.

The Company’s gratuity plan asset allocations at MarcR@16 and 2015, are as follows:

2016 2015
Government securities and other approved securities $ 394 3% 712
Corporate bonds 411 973
Cash, money market instruments, and deposits 182 162
Total $ 987  $ 1,847

The Company expects to contribute $1.9 million to its graplay in 2017. The amount of gratuity and
pension expense expected during the year ended March 31, 201 7rsl$306

RESTRUCTURING AND OTHER CHARGES

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

During the year ended March 31, 2014, the Company shut down itgiopserin South Africa and Ukraine.
As a result of these actions, the Company recorded chafr8s9 million in 2014, which were composed
of severance, impairment of intangible asset, releasarobilative translation adjustment into net income
and other exit costs, of $0.8 million, $6.6 million, $0.8 miiland $1.7 million, respectively. All severance
and other costs were paid and settled as of March(@4.

RELATED-PARTY INFORMATION

Transactions with KKR — On September 1, 2006, the Company entered into an adeigi@gment with
KKR to which KKR may provide management, financial adwsamnd consulting services to the Company.
As of March 31, 2016 and March 31, 2015, affiliates of KKR iradiyeowned approximately 76.1% and
77.4% of Aricent’s shares respectively. The advisoryegent requires the Company to pay a management
fee of $1.0 million per year and is subject to a 5% inereash fiscal year effective March 31, 2007. The
Company has expensed $1.6 million, $1.5 million, and $1.4 milborthfe years ended March 31, 2016,
2015, and 2014, respectively, under the terms of this agreeffentmanagement fees are included in
selling, general and administrative expenses in the accompgasgnsolidated statements of operations and
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19.

comprehensive income/(loss). In addition to the managemerth&€ompany incurred nil, $0.07 million
and $0.05 million to KKR during the year ended March 31, 2016, 20@b2@14 for reimbursement of

expenses, respectively.

During the year ended March 31, 2016, the Company also paid $anndliKKR as fee for borrowings
taken during the year. During the year ended March 31, 2015ampahy paid $0.5 million and $2.9
million to KKR as consent fee for PIK prepayment anéiagement fee for borrowings taken during the
year, respectively. Further, the Company paid $305.3 millid¢kiB affiliates as a repayment of the PIK
note (including accrued interest) as part of the Compaafifsancing of its debt obligations. (See Note 11).

The amounts payable to KKR as of March 31, 2016 and 2015 &vloass:

201¢€ 201kt
Management fe $ 77¢ % 36¢
Reimbursement of exper - 71
Distribution (see Note 4) - 70,310
Total $ 776 $ 70,750

Transactions with executives— During the year ended March 31, 2016, investments totaling $0i8mil
was made by an executive of the Company in equity of the Comidarsuch investment was made during
the year ended March 31, 2015. During the year ended March 31, #0C®impany made distribution
amounting to $4.9 million to directors and executive officaut of which $2.1 million was payable as of
March 31, 2015 and is included in distribution payable in theatiolased balance sheet (see Note 4).

CONCENTRATIONS

The customers with accounts receivable balances thaumted for 10% or more of total accounts
receivable, or with revenues that accounted for 10%areraf the Company’s revenues for each of the
three years ended March 31, 2016, 2015, and 2014, are summaraed bel

Revenue 201¢ 201¢ 201«
Customer ¢ 12% 12% 10%
Customer | * 11 12
Customer ( * * 10

Accounts Receivabl

Customer ¢ * 12% 12%
Customer | * * 11

* Represents an amount of less than 10%.

20. SUBSEQUENT EVENTS

The Company has evaluated subsequent events through July 1iH20di&te on which the consolidated
financial statements were to be issued.

* Kk k k k%
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