Cambridge Integrated Services Group Inc.

Balance Sheet as at December 31, 2010

SOURCES OF FUNDS

Shareholders' Funds
Share capital
Reserves and surplus

Loan Funds
Secured loans
Unsecured loans

TOTAL
APPLICATION OF FUNDS

Fixed Assets
Gross block
Less: Accumulated depreciation
Net block
Capital work-in-progress including capital advances

Intangible Assets
Gross block
Less: Accumulated amortisation
Net block
Capital work-in-progress including capital advances

Investments
Sundry debtors
Cash and bank balances
Other current assets
Loans and advances
Less: Current Liabilities & Provisions
Current liabilities
Provisions

Net Current Assets

Miscellaneous Expenditure
(to the extent not written off or adjusted)

Profit and Loss Account
TOTAL

Notes to Accounts

The schedules referred to above and notes to accounts form an integral part of the Balance Sheet

As per our report of even date

Bhalotia Associates
Chartered Accountants
Firm Registration No. 323201E

CA. Ajay Kumar Bhalotia
Partner
Membership No. 057931

Place :
Date:

Schedule

- 1>

=R

S

2010 2010 2009 2009
(Amount in USD) (Amount in INR) (Amount in USD) (Amount in INR)
28 1,275 28 1,313
17,999,982 819,899,180 17,999,982 843,839,156
18,000,010 819,900,456 18,000,010 843,840,469
612,574 27,902,730 1,742,799 81,702,401
90,497,805 4,122,175,018 66,963,971 3,139,270,950
91,110,379 4,150,077,748 68,706,769 3,220,973,351
109,110,389 4,969,978,203 86,706,779 4,064,813,820
16,650,617 758,435,606 18,850,363 883,704,994
14,989,400 682,767,160 15,989,183 749,572,887
1,661,217 75,668,446 2,861,180 134,132,107
0) -
1,661,217 75,668,446 2,861,180 134,132,107
119,277,379 5,433,084,625 118,931,643 5,575,515,415
56,806,551 2,587,538,411 55,155,327 2,585,681,751
62,470,828 2,845,546,214 63,776,315 2,989,833,664
1,081,679 49,270,457 1,405,705 65,899,456
63,552,507 2,894,816,671 65,182,020 3,055,733,121
5,001,000 227,795,550 5,001,000 234,446,880
9,333,524 425,142,011 7,113,782 333,494,122
2,413,602 109,939,553 2,505,577 117,461,428
1,897,226 86,418,640 2,974,246 139,432,655
3,261,830 148,576,371 2,247,000 105,339,339
16,906,182 770,076,576 14,840,605 695,727,544
63,021,204 2,870,615,842 74,803,619 3,506,793,663
16,633,126 757,638,908 30,163,080 1,414,045,200
79,654,331 3,628,254,750 104,966,699 4,920,838,863
(62,748,149) (2,858,178,175) (90,126,095) (4,225,111,319)
101,643,815 4,629,875,711 103,788,674 4,865,613,031
109,110,389 4,969,978,203 86,706,779 4,064,813,820
For and on behalf of the Board of Directors of
Cambridge Integrated Services Group Inc.
Director Director
Place: Place:
Date: Date:



Cambridge Integrated Services Group Inc.

Profit and Loss accounts for the year ended December 31, 2010

INCOME
Revenues
Other income

EXPENDITURE
Employee costs
Other operating costs
PROFIT BEFORE INTEREST, TAX, DEPRECIATION,
Depreciation
Amortisation
Finance costs

PROFIT / (LOSS) BEFORE PRIOR PERIOD, EXCEPTIONAL AND TAX

Prior Period Adjustment : {Refer Note 5 of Schedule "S"}
Exceptional Items: {Refer Note 6 of Schedule "S"}

PROFIT/ (LOSS) FOR THE YEAR BEFORE TAX
Provision for current tax

PROFIT/ (LOSS) FOR THE YEAR AFTER TAX

Net profit/(loss), at the beginning of the year

NET PROFIT/ (LOSS), CARRIED FORWARD TO BALANCE SHEET

Weighted average number of equity shares used in computing earnings per share
Basic & Diluted

Earnings / (loss) per share [Equity shares, par value of USD 0.01 each
Basic & Diluted

Notes to Accounts

Schedule

=

S

The schedules referred to above and notes to accounts form an integral part of the Profit and Loss Account

As per our report of even date

Bhalotia Associates
Chartered Accountants
Firm Registration No. 323201E

CA. Ajay Kumar Bhalotia
Partner
Membership No. 057931

Place :
Date:

2010 2010 2009 2009
(Amount in USD) (Amount in INR) (Amount in USD) (Amount in INR)
120,127,077 5,471,788,377 130,461,990 6,116,058,090
1,267,637 57,740,858 3,063,309 143,607,936
121,394,714 5,529,529,235 133,525,299 6,259,666,026
67,643,148 3,081,145,409 77,004,223 3,609,957,974
45,276,428 2,062,341,313 58,520,108 2,743,422,678
112,919,577 5,143,486,722 135,524,331 6,353,380,652
8,475,137 386,042,513 (1,999,032) (93,714,625)
1,347,306 61,369,801 2,136,136 100,142,079
987,039 44,959,605 3,700,884 173,497,424
5,512,102 251,076,232 4,738,516 222,141,646
628,691 28,636,876 (12,574,569) (589,495,774)
- - 3,084,260 144,590,109
(1,638,412) (74,629,667) 64,144,930 3,007,114,313
2,267,103 103,266,542 (79,803,758) (3,741,200,196)
122,244 5,568,200 120,000 5,625,600
2,144,859 97,698,342 (79.923,758) (3,746,825,796)
(103,788,674) (4,865,613,024) (23,864,915) (1,118,787,235)
(101,643.815) (4,767,914,681) (103,788,674) (4,865,613,031)
2,800 2,800 2,800 2,800
766 34,892 (28,544) (1,338,152)
For and on behalf of the Board of Directors of
Cambridge Integrated Services Group Inc.
Director Director
Place: Place:
Date: Date:



Cambridge Integrated Services Group Inc.

Cash Flow statement for the year ended December 31, 2010

Particulars

A. Cash flow from operating activities
Net profit / (Loss) before taxation
Adjustments for:
Depreciation
Amortisation
(Profit) / Loss on sale of fixed assets
Foreign exchange gain/(loss) (net) - unrealised
Provision for Doubtful Debts
Interest expense
Provision for Loss Accounts
Provision for onerous contract
Provision for Legal cases exposure

Operating profit before working capital changes
Movements in working capital :

Decrease / (Increase) in sundry debtors

Decrease / (Increase) loans and advances

Decrease / (Increase) other current assets

Increase / (Decrease) in current liabilities & provisions
Net cash used in operating activities

Direct taxes paid (net of refunds)

Net cash from operating activities (A)

B. Cash flows from investing activities
Purchase of fixed assets and intangible assets
Proceeds from sale of fixed assets

Net cash from investing activities ( B)

C. Cash flows from financing activities
Loan arrangement
Proceeds from long-term borrowings & finance lease obligation
Repayment of long-term borrowings and finance lease obligation
Amortisation of Processsing Fees
Interest paid

Net cash from financing activities ( C)

Net increase in cash and cash equivalents (A + B + C)

Cash and cash equivalents at the beginning of the year
Cash and cash equivalents at the end of the year

Components of cash and cash equivalents
Cash in Hand
With banks
on current account
on deposit account

As per our report of even date

Bhalotia Associates

Chartered Accountants
Firm Registration No. 323201E

CA. Ajay Kumar Bhalotia
Partner
Membership No. 057931

Place :
Date:

2010 2010 2009 2009
(Amount in USD) (Amount in INR) (Amount in USD) (Amount in INR)
2,267,103 103,266,542 (79,803,758) (3,741,200,195)
1,347,306 61,369,801 3,694,262 173,187,012
987,039 44,959,605 14,274,638 669,195,032
87,216 3,972,691 43,618 2,044,818
1,803,260 82,138,474 2,481,449 116,330,339
(308,749) (14,063,499) 334,559 15,684,126
4,844,786 220,680,009 2,872,515 134,663,496
- - 25,051,440 1,174,411,491
886,595 40,384,402 15,974,312 748,875,752
- - 6,200,700 290,688,816
11,914,556 542,708,025 (8,876,265) (416,119,313)
(1,910,993) (87,045,721) 1,640,154 76,890,420
134,127 6,109,468 515,211 24,153,102
1,077,020 49,058,268 966,048 45,288,345
(26,907,407) (1,225,632,406) (18,986,989) (890,110,026)
(15,692.697) (714,802.,366) (24,741.,840) (1,159.897.473)
(136,226) (6,205,101) (161,321) (7,562,737)
(15,828,924) (721,007,466) (24,903,161) (1,167,460,210)
(2,277,095) (103,721,688) (3,265,913) (153,106,017)
6,995 318,622 52,203 2,447,292
(2,270,100) (103,403,066) (3,213,710) (150,658,725)
19,600,000 892,780,000 66,963,971 3,139,270,950
- - 158,111 7,412,244
(1,130,227) (51,481,840) (36,0006,485) (1,687,984,017)
- - (1,128,879) (52,921,836)
(462,724) (21,077,086) (1,340,152) (62,826,311)
18,007,049 820,221,074 28,646,566 1,342,951,030
(91,975) (4,189,458) 529,695 24,832,095
2,505,577 114,129,011 1,975,882 92,629,334
2,413,602 109,939,553 2,505,577 117,461,428
2,413,602 109,939,553 2,505,577 117,461,428
2,413,602 109,939,553 2,505,577 117,461,428

For and on behalf of the Board of Directors of
Cambridge Integrated Services Group Inc.

Director

Place :
Date:



Cambridge Integrated Services Group Inc.

Schedules to financial statements for the year ended December 31, 2010

2010 2010 2009 2009
(Amount in USD) (Amount in INR) (Amount in USD) (Amount in INR)

A Share Capital

Authorised Capital
2,800 Shares of $0.01 each 28 1,275 28 1,313

28 1,275 28 1,313
Issued, Subscribed and Paid-up Capital 28 1,275 28 1,313
(2,800 Shares of $0.01 each)
28 1,275 28 1,313
(All the 2,800 shares are held by Cambridge Solutions Limited, India)
B Reserve & Surplus
Security Premium
Balance b/f 17,999,982 819,899,180 17,999,982 843,839,156
17,999,982 819,899,180 17,999,982 843,839,156
C Secured Loans
From Banks:
Finance lease obligation 612,574 27,902,730 1,742,799 81,702,401
612,574 27,902,730 1,742,799 81,702,401

Company obtained computers and office equipments on finance lease. These leases range for a period of two to five years and are secured by the assets acquired under
these leases. Balance outstanding as at December 31, 2010 is $ 0.61 million (December 31, 2009 of $ 1.742 million) and amount payable within one year is $0.417Million

D Unsecured Loans
Loans from others 90,497,805 4,122,175,018 66,963,971 3,139,270,950
90,497,805 4,122,175,018 66,963,971 3,139,270,950

On June 25, 2009, Xchanging UK Ltd. (XUK), a subsidiary of Xchanging Plc, sanctioned a term loan facility of US $ 55 million to CISGI at an interest rate of Dollar LIBOR plus 7.00
per cent. The purpose of this facility is to use it first towards the repayment of the existing loan facilities of CISGI and thereafter, for CISGI general working capital purposes. The facility
is to be repaid by CISGI in bullet repayment at the end of three years from the date of agreement. The CSL has provided a corporate guarantee of USD 55 million to XUK for this loan
facility. In Current Year 2010, CISGI has further drawn loan amount of Rs 985 Million($23.6Million) The balance outstanding as on December 31, 2010 is Rs 2988 million (US $65.6

million)



Cambridge Integrated Services Group Inc.

Schedule: E

Fixed Assets (Amount In USD)

Tangible Assets
Gross Block Depreciation Net Block
Particulars 2009 Additions during | Deletions/ 2010 2009 | For the Year l Deletions / 2010 2010 2009
the year Adjustments adjustments
Leasehold Improvements 2,303,092 31,554 (401,872) 1,932,775 611,528 22,758 1,038,912 1,673,199 259,576 1,691,564
Computers 4,296,740 198,898 (819,236) 3,676,401 3,777,130 304,146 (808,173) 3,273,103 403,298 519,609
Office Equipment 5,386,167 31,343 (138,475) 5,279,035 3,782,123 976,319 (128,291) 4,630,151 648,884 1,604,044
Furniture and fittings 6,864,364 - (1,101,958) 5,762,405 7,818,401 44,084 (2,449,539) 5,412,947 349,459 (954,038)
Total 18,850,363 261,795 (2,461,541) 16,650,616 15,989,183 1,347,307 (2,347,091) 14,989,400 1,661,216 2,861,180
Previous Year 21,472,377 1,843,274 (4,465,288) 18,850,363 16,663,316 3,694,262 (4,368,396) 15,989,183 2,861,180 4,809,061
|Capital work-in-progress - - - - - - - - - -
Intangible Assets
Gross Block Amortisation Net Block
2009 Additions during Deletions/ 2010 2009 l For the Year | Impairment Deletions / | 2010 2010 2009
Particulars the vear Adjustments adjustments
Goodwill 61,226,980 - - 61,226,980 - - - - 61,226,979 61,226,980
Computer Software 56,825,934 2,173,696 (1,827,959) 57,171,670 54,598,799 811,292 2,472,153 (1,807,967) 56,074,277 1,097,394 2,227,135
Customer Rights 878,729 - - 878,729 556,528 175,746 - 732,274 146,455 322,201
Total 118,931,643 2,173,696 (1,827,959) 119,277,379 55,155,327 987,038 2,472,153 (1,807,967) 56,806,551 62,470,828 63,776,316
Previous Year 116,761,370 2,216,273 (46,000) 118,931,643 40,927,760 14,274,638 - (47,071) 55,155,327 63,776,315 75,833,610
Capital work-in-progress 1,405,705 2,021,907 (2,345,937) 1,081,675 - - - - - -




Cambridge Integrated Services Group Inc.

Schedule: E

Fixed Assets (Amount In INR)

Tangible Assets
Gross Block Depreciation Net Block
Particulars 2009 Additions during Deletions / 2010 2009 For the Year Deletions / 2010 2010 2009
the year adjustments adjustments
Leasehold Improvements 107,968,970 1,437,285 (18,305,260) 88,037,882 28,668,434 1,036,629 46,508,594 76,213,656 11,824,226 79,300,536
Computers 201,431,148 9,059,800 (37,316,220) 167,460,065 177,071,863 13,853,849 (41,839,049) 149,086,663 18,373,402 24,359,285
Office Equipment 252,503,508 1,427,674 (6,307,519) 240,460,060 177,305,921 44,471,330 (10,877,048) 210,900,203 29,559,857 75,197,587
Furniture and fittings 321,801,368 - (50,194,203) 262,477,564 366,526,659 2,008,032 (121,968,065) 246,566,637 15,910,927 (44,725,294)
Total 883,704,994 11,924,759 (112,123,202) 758,435,571 749,572,876 61,369,841 (128,175,569) 682,767,160 75,668,411 134,132,115
Previous Year 1,040,336,683 86,412,688 (209,332,720) 883,704,994 807,337,710 173,187,012 (204,790,390) 749,572,888 134,132,107 225,448,769
Capital work-in-progress - - - 0 - - - - - -
Intangible Assets
Gross Block Amortisation Net Block
2009 Additions during Deletions/ 2010 2009 l For the Year | Impairment Deletions/ | 2010 2010 2009
Particulars the vear Adjustments Adjustments
Goodwill 2,870,320,823 - - 2,788,888,940 - - - - 2,788,888,940 2,870,320,823
Computer Software 2,663,999,787 99,011,831 (83,263,540)  2,604,169,585 2,559,591,707 36,954,351 112,606,569 (154,968,838)  2,554,183,789 49,985,796 104,408,079
Customer Rights 41,194,806 - - 40,026,096 26,090,044 8,005,230 - (740,652) 33,354,622 6,671,474 15,104,762
Total 5,575,515,416 99,011,831 (83,263,540)  5,433,084,621 2,585,681,751 44,959,581 112,606,569 (155,709,490)  2,587,538,411 2,845,546,210 2,989,833,664
Previous Year 5,657,088,385 103,898,878 (2,156,491)  5,575,515,416 1,982,950,053 669,195,032 (2,206,666)  2,585,681,751 2,989,833,664 3,555,079,642
Capital work-in-progress 65,899,455 92,096,158 (108,726,069) 49,269,545 95,627,550 226,982,483




Cambridge Integrated Services Group Inc.

Schedules to financial statements for the year ended December 31, 2010

2010 2010 2009 2009
(Amount in USD) (Amount in INR) (Amount in USD) (Amount in INR)
F Investments
In Subsidiary company (Long term):
1 equity share of $1 each of Processmind Holdings Mauritius
Limited 5,000,000 227,750,000 5,000,000 234,400,000
1000 equity share of $1 each of Cambridge Galaher
Settlements and Insurance Services Inc 1,000 45,550 1,000 46,880
5,001,000 227,795,550 5,001,000 234,446,880
G Sundry debtors (Unsecured)
Debts outstanding for a period exceeding six months

Considered good 3,301,153 150,367,519 - -

Considered doubtful 2,920,625 133,034,461 6,566,755 307,849,497
Other debts

Considered good 6,032,371 274,774,492 7,113,782 333,494,122

Considered doubtful 89,822 4,091,380 820,667 38,472,869

12,343,970 562,267,853 14,501,205 679,816,488
Less : Provision for doubtful debts 3,010,447 137,125,863 7,387,422 346,322,366
9,333,524 425,141,989 7,113,782 333,494,122

H Cash and Bank Balances

Cash in Hand - - - -

Balances with Other Banks

- Current Accounts 35,934,356 1,636,809,904 41,031,405 1,923,552,264

35,934,356 1,636,809,904 41,031,405 1,923,552,264

Less: Client Funds held in Escrow Account 33,520,754 1,526,870,351 38,525,828 1,806,090,836

2,413,602 109,939,553 2,505,577 117,461,428
Balance with other bank includes:
Wells Fargo (Deposits account) 1,698,177 77,351,966 2,648,244 124,149,679
Maximum Balance held during FY2010 is $3583488 [FY 2009
$3696932 1
Haris Bank (Expenses Reimbursement) (316,287) (14,406,873) (1,259,755) (59,057,314)
Maximum Balance held during FY2010 is-$510115[FY 2009 -
$1669696]
Escrow Bank Balances (Client Money) 1,031,712 46,994,460 1,117,088 52,369,064
Balance of banks held in Escrow Account on behalf of client net
of Escrow Liability.
2,413,602 109,939,553 2,505,577 117,461,428
I Other Current Assets
Unbilled Revenue 1,897,226 86,418,640 2,974,246 139,432,655
1,897,226 86,418,640 2,974,246 139,432,655
J Loans and advances (Unsecured)
Considered good
Dues from related parties:

Expenses receivable 1,193,938 54,383,876 25,802 1,209,598
Advances recoverable in cash or kind or for value to be received 1,578,703 71,909,922 1,692,842 79,360,453
Other deposits 465,259 21,192,557 485,246 22,748,352
Advance Tax 23,930 1,090,017 43,109 2,020,936

3,261,830 148,576,371 2,247,000 105,339,339
Dues from related parties:
Cambridge Solutions Limited, India 198,480 9,040,764 25,802 1,209,598
Scandent Group Inc., USA 445,744 20,303,639 -
Xchanging Systems and Service 401,183 18,273,886 -
Xchanging Inc (USA) 129,863 5,915,260 -
Xchanging UK Plc. 18,668 850,327

1,193,938 54,383,876 25,802 1,209,598




Cambridge Integrated Services Group Inc.

Schedules to financial statements for the year ended December 31, 2010

2010 2010 2009 2009
(Amount in USD) (Amount in INR) (Amount in USD) (Amount in INR)
K Current Liabilities
Sundry Creditors 11,322,813 515,754,100 13,155,823 616,744,990
Book overdraft (Excess cheque issued) 329,285 14,998,945 1,233,106 57,808,026
Dues to related parties
Expenses payable 21,401,719 974,848,290 23,291,078 1,091,885,738
Interest Accrued but not due
- on Loans 613,803 27,958,723 165,546 7,760,793
Advance from Customers 28,613,121 1,303,327,649 36,809,516 1,725,630,131
Other Liabilities 740,464 33,728,135 148,549 6,963,986
63,021,204 2,870,615,842 74,803,619 3,506,793,663
Dues to related parties:
Cambridge Solutions Limited, India 309,711 14,107,336 1,482,519 69,500,491
Cambridge Galaher Settlements & Insurance Services Inc 1,000 45,550 1,000 46,880
ProcessMind Holdings Mauritius Ltd, 4,810,932 219,137,951 4,815,932 225,770,891
Scandent Group Inc, USA 2,642,032 120,344,558 1,366,138 64,044,536
Cambridge Integrated Services Australia Pty Ltd Australia 12,493,687 569,087,443 13,568,425 636,087,763
Xchanging Systems and Service 615,601 28,040,626 1,940,891 90,988,991
Xchanging Inc (USA) 292,836 13,338,680 108,915 5,105,935
Xchanging UK Plc. 208,143 9,480,914 7,258 340,251
XHRS 7,689 350,234 - -
Xchanging Technology Services India Pvt Limited 20,088 914,999 - -
21,401,719 974,848,290 23,291,078 1,091,885,738
L Provisions
Provision for Taxation 103,150 4,698,481 136,311 6,390,261
Provision for Leave Encashment 442,000 20,133,100 581,000 27,237,280
Provision for onerous contract 11,264,411 513,093,934 18,988,656 890,188,215
Provision for Loss A/c 3,174,992 144,620,876 4,026,413 188,758,228
Provision Legal Expenses 1,268,695 57,789,074 6,430,700 301,471,216
Provision for Restructuring 379,878 17,303,443 - -
16,633,126 757,638,908 30,163,080 1,414,045,200
Movement in Provisions: For December 31, 2010
Amt in USD
Description Opening Balance Charged during Ut‘lllsed/Pald Adjustments Closing Balance
the vear during the year
Provision for Taxation 136,311 122,244 155,405 - 103,150
Provision for Leave Encashment 581,000 - 139,000 - 442,000
Provision for onerous contract 18,988,656 886,595 8,610,840 - 11,264,411
Provision for Loss Accounts 4,026,413 851,421 - 3,174,992
Provision for Legal Expenses 6,430,700 1,306,619 6,468,624 - 1,268,695
Provision for Restructuring - 379,878 - - 379,878
30,163,080 2,695,336 16,225,290 - 16,633,126
Amt in INR
Description Opening Balance Charged during Ut‘lhse‘]/Pmd Adjustments Closing Balance
the vear during the year
Provision for Taxation 6,208,967 5,568,214 7,078,698 - 4,698,481
Provision for Leave Encashment 26,464,550 - 6,331,450 - 20,133,100
Provision for onerous contract 864,933,302 40,384,402 392,223,762 - 513,093,934
Provision for Loss Accounts 183,403,099 - 38,782,227 - 144,620,876
Provision for Legal Expenses 292,918,385 59,516,495 294,645,823 - 57,789,074
Provision for Restructuring - 17,303,443 - - 17,303,443
1,373,928,303 122,772,555 739,061,960 - 757,638,908
M Miscellaneous Expenditure
Unamortized DBS loan processing fees
Balance at the beginning of the year - - 1,128,879 52,921,836
Less: Amortized during the year - - (1,128,879) (52,921,836)

Balance at the end of the year - -




Cambridge Integrated Services Group Inc.

Schedules to financial statements for the year ended December 31, 2010

2010 2010 2009 2009
(Amount in USD) (Amount in INR) (Amount in USD) (Amount in INR)
N Revenues
Revenues from software development and related services - -
Claims Service fee 120,127,077 5,471,788,377 130,461,990 6,116,058,090
120,127,077 5,471,788,377 130,461,990 6,116,058,090
O  Other income
Interest Income 2,914 132,713 9,432 442,157
Miscellaneous Income 669,430 30,492,549 559,875 26,246,920
Management Service Fees 595,293 27,115,596 2,494,003 116,918,859
1,267,637 57,740,858 3,063,309 143,607,936
P Employee costs
Salaries, Allowances and Bonus 52,002,940 2,368,733,903 60,732,250 2,847,127,891
Contribution to Provident Fund 4,211,843 191,849,427 4,786,862 224,408,112
Provision for Gratuity and Leave Encashment 4,633,268 211,045,355 4,580,960 214,755,397
Staff Welfare 6,555,506 298,603,295 6,609,335 309,845,631
Recruitment and Relocation 239,592 10,913,429 294,815 13,820,943
67,643,148 3,081,145,409 77,004,223 3,609,957,974
Q  Other operating costs
Claims Work Expenses 24,217,306 1,103,098,285 29,650,636 1,390,021,806
Travel 1,837,029 83,676,660 2,877,823 134,912,320
Rent 5,725,572 260,799,826 7,271,981 340,910,487
Communication 3,137,697 142,922,110 4,329,117 202,949,001
Power and Fuel 696,294 31,716,200 776,705 36,411,944
Insurance 1,314,518 59,876,309 1,587,686 74,430,723
Rates and Taxes 933,951 42,541,480 1,192,656 55,911,729
Repairs and Maintenance
- Computer Equipment 1,532,734 69,816,028 909,760 42,649,544
- Others 587,928 26,780,108 555,065 26,021,464
Legal & Professional 2,580,408 117,537,593 3,940,098 184,711,805
Printing & Stationery 753,803 34,335,734 1,004,947 47,111,916
Business Promotion 258,028 11,753,187 502,251 23,545,513
Exchange loss/(gain), net 1,803,260 82,138,474 2,481,449 116,330,339
(Profit) /Loss on sale of Fixed Assets (net) 87,216 3,972,691 43,618 2,044,818
Bad Debts / Provision for Bad & Doubtful Debts (308,749) (14,063,499) 334,559 15,684,126
Miscellaneous Expenses 119,432 5,440,127 1,061,756 49,775,142
45,276,428 2,062,341,313 58,520,108 2,743,422,678
R  Finance costs
Amortisation of Processing Fees - - 1,128,879 52,921,836
Interest - Others 4,844,786 220,680,009 2,872,515 134,663,496
Bank charges 667,316 30,396,223 737,123 34,556,314

5,512,102 251,076,232 4,738,516 222,141,646
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Schedule: “S”

NOTES TO THE FINANCIAL STATEMENTS AS AT DECEMBER 31, 2010
(All amounts in Indian Rupee, unless otherwise stated)

1. Organization

Cambridge Integrated Services Group, Inc. (‘the Company’) is a subsidiary of Cambridge Solutions Limited
(“CSL”) and provides comprehensive risk management services to clients nationwide through multiple offices
throughout the U.S.

During year 2009, the principal shareholders [Scandent Holding Mauritius Limited (‘SHML’), AON Minet
Pension Scheme (‘AON’) and Katra Finance Limited (‘Katra’)] of the CSL entered into share purchase
agreements (the “SPAs™) to sell up to 75% of the fully diluted share capital of the Company to Xchanging
(Mauritius) Limited (“XML”), a wholly-owned subsidiary of Xchanging plc (“Xplc”), a listed company
incorporated under the laws of England and Wales. In compliance with Indian law and as a consequence of
entering into the SPAs, XML made an open offer to acquire up to 20% of the fully diluted share capital of the
CSL (the “Open Offer”). The open offer to the public completed on 2 April 2009, with the acquisition of shares
under the SPA completing subsequently on 9 April 2009. The total proportion of the shares in the CSL to be
acquired by XML under the SPAs and the Open Offer is 76.04% of the fully diluted share capital, with the
proportion of the shares to be acquired under the SPAs being scaled back to reflect the number of shares actually
acquired by XML under the Open Offer. However, pursuant to the terms of the SPAs, XML assumed certain
rights in relation to the CSL in advance of the acquisition completion date. A number of these rights were
assumed from January, 1 2009 and therefore it is from this date that the power of operational control is
considered to have passed to XML.

2. Summary of Significant Accounting Policies
2.1 Basis of preparation

The financial statements have been prepared to comply in all material respects with the mandatory Accounting
Standards issued by the Institute of Chartered Accountants of India. The financial statements have been
prepared under the historical cost convention on an accrual basis.

Further, the financial statements are presented in the general format specified by Schedule VI of the Companies
Act, 1956 (‘the Act’). However, as these financial statements are not statutory financial statements, full
compliance with the above Act. is not required and so they do not reflect all the disclosure requirements of the
Act.

These financial statements are presented pursuant to requirements of Section 212 of the Companies Act, 1956
(“the Act’).

The functional currency of the Company is United States Dollar (“USD”) and the reporting currency of the
financial statements is Indian Rupee (“INR or Rs”).

For the convenience of readers, the balance sheet as of December 31, 2010 and the Profit and Loss account for
the year have been translated into INR at the exchange rate of 1 USD=Rs. 45.55. The balance sheet as of
December 31, 2009 and the Profit and Loss account for the year have been translated into INR at the exchange
rate of 1 USD=Rs. 46.88. The convenience translation should not be construed as a representation that the USD
amounts or the INR amounts referred to in these financial statements have been, could have been, or could in the
future be, converted into INR or USD, as the case may be, at this or at any other rate of exchange, or at all.

2.2 Fixed assets and depreciation
Fixed assets are stated at cost of acquisition less accumulated depreciation and impairment losses. The cost of

fixed assets comprises their purchase price and any other directly attributable costs of bringing the assets to their
working condition for intended use.
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Based on the useful life estimated by the management, depreciation is provided under the straight line method at
the rates mentioned below.

Years
Computers 2-4
Vehicles 3-5
Office equipment 3-5
Furniture and fixture 7-10

Leasehold improvements are depreciated over the primary lease period or useful life, whichever is lower, on a
straight-line basis. Assets individually costing less than or equal to $2475 are fully depreciated in the year of
acquisition.

The above rates are higher than the rates prescribed under Schedule XIV of the Companies Act, 1956.

2.3 Intangible Assets

The Company allocates intangible assets between goodwill and other intangible assets and determines estimated
useful lives based on its internal valuations or valuations from qualified independent appraisers. Calculations of
these amounts are based on estimates and assumptions using historical and pro forma data and recognized
valuation methods. The Company amortizes intangible assets other than goodwill over their estimated useful
lives. The Company carries intangible assets at cost, less accumulated amortization.

2.4 Operating Leases

Leases where the lessor effectively retains substantially all the risks and benefits of ownership of the leased term
are classified as operating leases. Operating lease payments are recognized as an expense in the profit and loss
account on a straight-line basis over the lease term.

2.5 Revenue recognition

The Company’s revenues are primarily comprised of claims processing or program administration fees and are
earned proportionately in accordance with estimated claims closing rates or over the service period of the
underlying service contract. Multiple deliverable arrangements are separable into units of accounting and earned
in accordance with the terms of the contract directly related to the respective unit. Unbilled fees are recognized
at their estimated collectible amounts at the time such services are rendered. Substantially all unbilled fees are
billed within one year. For certain agreements, out-of-pocket costs that are incurred in providing services are
passed on by the Company to its clients and are included in revenues.

As part of the worker compensation claims processing business in the USA, the Group also provides non-
pharmacy related ancillary medical services to its customers through designated service providers. During the
year, the Group has reviewed the relationship with its ultimate customers and claimants, and wherever, based on
risks assumed, it concluded that the relationship with ultimate customers and claimants is that of a principal and
not an agent, in such cases, the gross revenue is recognised as income with corresponding costs being charged to
the Profit and Loss Account. Due to this change in accounting, the consolidated revenues and costs charged to
Profit and Loss Account are higher by $6,095,917 in year 2010 (In 2009 higher by $6,731,576). Adjustment has
been done to previous year numbers on account of this. However, this change in accounting does not have any
impact on the net profit for the year / net loss for the previous year.

2.6 Investments

Investments that are readily realizable and intended to be held for not more than a year are classified as current
investments. Current investments are stated at lower of cost and fair value determined on an individual
investment basis. All other investments are classified as long term investments. Long term investments are
carried at cost. However provision for diminution in the value is made to recognize a decline, other than
temporary, in the value of investments.
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2.7 Retirement benefits

Liability for leave encashment is in accordance with the rules of the Company and is provided on full liability
basis.

2.8 Income taxes

Tax expense comprises both current and deferred taxes. Deferred income taxes reflect the impact of current year
timing differences between taxable income and accounting income for the year and reversal of timing
differences of earlier years. Deferred tax is measured based on the tax rates and the tax laws enacted or
substantively enacted at the balance sheet date. Deferred tax assets are recognized only to the extent that there is
reasonable certainty that sufficient future taxable income will be available against which such deferred tax assets
can be realized. Deferred tax assets are recognized on carry forward of unabsorbed depreciation and tax losses
only if there is virtual certainty that such deferred tax assets can be realized against future taxable profits.
Unrecognized deferred tax assets of earlier years are re-assessed and recognized to the extent that it has become
reasonably certain that future taxable income will be available against which such deferred tax assets can be
realised.

2.9 Provisions

A provision is recognized when an enterprise has a present obligation as a result of past event and it is probable
that an outflow of resources will be required to settle the obligation, in respect of which a reliable estimate can
be made. Provisions are not discounted to its present value and are determined based on best estimate required
to settle the obligation at the balance sheet date. These are reviewed at each balance sheet date and adjusted to
reflect the current best estimates.

2.10 Earning per share

Basic earnings (loss) per share are calculated by dividing the earnings (loss) for the year attributable to equity
shareholders by the weighted average number of equity shares outstanding during the year. Partly paid equity
shares are treated as a fraction of an equity share to the extent that they were entitled to participate in dividends
relative to a fully paid equity share during the reporting year. The weighted average numbers of equity shares
outstanding during all the years, presented, are adjusted for capital reduction.

For the purpose of calculating diluted earnings (loss) per share, the earnings (loss) for the year attributable to
equity shareholders and the weighted average number of shares outstanding during the year are adjusted for the
effects of all potentially dilutive equity shares.

2.11 Segment reporting

Identification of segments:

The Company’s operating businesses are organized and managed separately according to the nature of services
rendered. The analysis of geographical segments is based on the geographical location of the Company’s
customer.

Allocation of common costs:
Common allocable costs are allocated to each segment according to the relative contribution of each segment to
the total common costs.

Unallocated items:
The other segment includes general corporate income and expense items which are not allocated to any business
segment.
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3. Operating Leases

The amount payable on account of the non-cancellable operating leases is as follows:

Particulars 2010 2010 2009 2009
(USD) (INR) (USD) (INR)
Not later than one year 8,275,761 376,953,952 10,226,526 479,419,538
Later than one year but not later 9,729,507 443,170,845 17,978,056 842,811,283
than five years
Later than five years 764,102 34,804,224 797,183 37,371,933
TOTAL 18,769,371 854,929,020 29,001,765 | 1,359,602,754
4. Finance Leases
The amount payable on account of finance leases is as follows:
2010 2010 2009 2009
(USD) (INR) (USD) (INR)
Not later than one year 417,839 19,032,214 1,221,724 57,274,421
Later than one year but not later 194,729 8,869,742 652,300 30,579,824
than five years
Later than five years - - - NIL
TOTAL 612,568 27,901,956 1,874,024 87,854,245

This space is intentionally left blank.
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5. Prior period adjustments

During the year, the Company has recorded no significant prior period adjustments (2009: $3,084,260)
as detailed below:

Particulars 2010 2009

Reversal of excess provision relating to certain onerous lease | - (423,114)

contracts, which were provided for in the prior period without

considering the exit options available within the lease contracts

As part of the detailed review of compliance with laws and | - 1,560,456
regulations at the US operations, the Group identified a potential
exposure with respect to applicability of sales and use tax relating to
earlier years at a couple of States where the Group carried out its
insurance related services, and based on a study carried out by an
independent outside tax consultant the probable cash outflow has
been accrued in the books

Reversal of excess revenue recorded in earlier years on account of | - 658,152
error in sub-contractor submission of data for one of the streams of
revenue at the US operations

Under accrual of certain quality audit fees in earlier years owing to | - 525,689
dispute and reconciliation issues with consultants

Under provisioning of doubtful receivables relating to earlier periods | - 614,230
Escrow reconciliation related adjustments relating to earlier periods - 148,847
- 3,084,260

This space is intentionally left blank.
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6. Exceptional Items

During the year, the Company has recorded no significant exceptional items (2009: $64,144,930.) as

detailed below:
Particulars 2010 2009
The Board formally approved a restructuring plan for the | - 19,185,495

United States (US) claims operations on March 27, 2009 and
pursuant to such plan, significant restructuring costs have
been incurred. Specifically, these costs represent onerous
lease contracts, related assets impairment, employee
severance and other costs directly relating to restructuring
activities. Key aspects of the implementation programme
include the major restructuring of the US BPO business, with
the significant consolidation of existing sites into a few key
locations, which has resulted in a number of vacant
properties from which the Group has been unable to
terminate its commitments. The onerous lease provision
created represents the remaining costs, primarily rent,
associated with these vacant properties.

The Company has carried out a detailed review of all | - 3,899,222
exposures related to litigations against the Company
especially in the US claims operations. On the basis of such
review of various litigation related matters across the Group,
an additional provision has been created during the year

During the year, the group has re-evaluated all significant | - 6,430,700
customer contracts relating to the US claims business and
identified loss making contracts wherein the group is
obligated to service the claims in future periods without
earning sufficient revenue to match the costs. Accordingly,
the estimated unavoidable costs of such onerous customer
contracts in excess of estimated revenue have been
accounted for during the year as provision for onerous
contracts

Pursuant to acquisition of Cambridge Integrated Services | - 24,055,758
Group Inc, USA (‘CISGI’ or the US claims business), the
wholly owned subsidiary of the Company, from AON
Corporation, USA (‘AON’), the Company acquired the
“California Insurance Guarantee Association (CIGA)
Fremont” contract for rendering field claims services (FCS),
bill review services and case management services. During
the initial contract period, AON had recognized the revenue
relating to FCS on a cash receipt basis, irrespective of the
related servicing costs, as the payments under the contract
were spread over six years. CISGI and the Company
continued the same revenue recognition policy. The last
instalment of payment for FCS was received during April
2008. During the year, the revenue previously recognized
has been re-assessed in light of revised estimations of costs
expected to be incurred to close all outstanding claims. As a
result, the Company has concluded that the revenue relating
to the said contract requires restatement based on a
proportionate  completion method. Accordingly, an
adjustment to/ reinstatement of Deferred Revenue has been
recognized in respect of the run-off contract
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Particulars 2010 2009
The Group evaluates the carrying value of intangible assets
on a periodic basis. During the current year, based on such - 10,573,754

evaluation, certain of the Group’s software assets were found
to be materially impaired. Accordingly, the Company has
recorded an impairment provision of with respect to its
intangible assets

During the year, the Group has evaluated the onerous
lease provision made in earlier years. Based on such
evaluation, the Group has reversed onerous lease provision (1,638,412)
on account of sub-lease arrangements, cancellation of lease
contracts, etc.

(16,38,412) | 644,144,930

7. Taxes

The current tax charge reflects tax payable by the Company in accordance with the tax laws applicable in the
United States of America. No deferred tax asset has been recognized on brought forward losses or on the timing
differences as per the Company’s accounting policies.

8. Contingent liabilities and commitments

The Company is also subject to claims, lawsuits and proceedings that arise in the ordinary course of business.
The Company has purchased errors and omissions (“E&O”) insurance and other appropriate insurance to
provide protection against losses that arise in such matters. Although the ultimate outcome of these matters
cannot be ascertained, and liabilities in-determinate amounts may be imposed on the Company on the basis of
present information, availability of insurance coverage, and legal advice received, it is the opinion of
management that the disposition or ultimate determination of such claims and lawsuits will not have a material
adverse effect on the financial position of the Company. However, it is possible that future results of operations
or cash flows for any particular quarterly or annual period could be materially affected by unfavorable
resolution of these matters. For the year ended December 31, 2010 there are no material accruals for matters of
this nature.

This space is intentionally left blank
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Cambridge Integrated Services Group Inc

10. Segment reporting
The primary reporting of the Company has been performed on the basis of business segments. The Company
has only one business segment, which is claim processing and program administration. Accordingly, the

amounts appearing in these financial statements related to this primary business segment.

Secondary segmental reporting is performed on the basis of the geographical location of customers. The
Company services customers in the United States of America and has a single geographical segment.

11. Prior Period Comparatives

The Financial statements of the previous year have been restated and reclassified where necessary to conform to
the current year’s presentation

As per our report of even date
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