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INDEPENDENT AUDITOR’S REPORT
To the Board of Directors of Mphasis Limited
Report on the Interim Condensed Consolidated Financial Statements
We have audited the accompanying interim condensed consolidated financial statements of Mphasis Limited (“the
Holding Company”) and its subsidiaries (collectively “the Group”), which comprise the interim condensed
consolidated Balance Sheet as at 31 December 2016, the interim condensed consolidated Statement of Profit and Loss
(including other comprehensive income) for the quarter and nine months then ended, the interim condensed
consolidated statement of cash flows and the interim condensed consolidated Statement of changes in equity for the
nine months then ended and a summary of select explanatory notes.
Management’s Responsibility for the Interim Condensed Consolidated Financial Statements
The Holding Company’s Board of Directors is responsible with respect to the preparation of these interim condensed
consolidated financial statements in accordance with the requirements of Indian Accounting Standard (Ind AS) 34,
“Interim Financial Reporting” as specified under Section 133 of the Companies Act, 2013 (‘Act’) read with the relevant
rules issued thereunder and other accounting principles generally accepted in India. The respective Board of Directors
of the Companies included in the Group are responsible for maintenance of adequate accounting records in accordance
with the provisions of the Act for safeguarding of the assets of the Group and for preventing and detecting frauds and
other irregularities; the selection and application of appropriate accounting policies; making judgments and estimates
that are reasonable and prudent; and the design, implementation and maintenance of adequate internal financial control
that were operating effectively for ensuring the accuracy and completeness of the accounting records, relevant to the
preparation and presentation of the interim condensed consolidated financial statements are free from material
misstatement, whether due to fraud or error.
Auditor’s Responsibility for the Interim Condensed Consolidated Financial Statements
Our responsibility is to express an opinion on these interim condensed consolidated financial statements based on our
audit. While conducting the audit, we have taken into account the provisions of the Act, the accounting and auditing
standards and matters which are required to be included in the audit report under the provisions of the Act and the
Rules made thereunder. We conducted our audit in accordance with the Standards on Auditing, issued by the Institute
of Chartered Accountants of India, as specified under Section 143(10) of the Act. Those Standards require that we
comply with ethical requirements and plan and perform the audit to obtain reasonable assurance about whether the
financial statements are free from material misstatement.
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial
statements. The procedures selected depend on the auditor’s judgment, including the assessment of the risks of material
misstatement of the financial statements, whether due to fraud or error. In making those risk assessments, the auditor
considers internal financial control relevant to the Holding Company’s preparation of the interim condensed
consolidated financial statements that are not materially misstated in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on whether the Holding Company
has in place an adequate internal financial controls system over financial reporting and the operating effectiveness of
such controls. An audit also includes evaluating the appropriateness of accounting policies used and the reasonableness
of the accounting estimates made by the Holding Company’s Board of Directors, as well as evaluating the overall
presentation of the interim condensed consolidated financial statements. We believe that the audit evidence obtained by
us is sufficient and appropriate to provide a basis for our audit opinion on the interim condensed consolidated financial
statements.
Opinion
In our opinion and to the best of our information and according to the explanations given to us, the accompanying
interim condensed consolidated financial statements have been prepared, in all material respects, in accordance with the
requirements of Ind AS 34 specified under Section 133 of the Act, read with relevant rules issued thereunder and other
accounting principles generally accepted in India.

For S.R. Batliboi & Associates LLP
Chartered Accountants
ICAI Firm Registration Number: 101049W/E300004

per Adarsh Ranka
Partner
Membership Number: 209567
Place of Signature: Bengaluru
Date: 31 January 2017
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Mphasis Group
Condensed Consolidated Balance Sheet as at 31 December 2016
31 December 2016

31 March 2016

(` millions)
1 April 2015

964.84

891.75

1,166.03

ASSETS
Non-current assets
Property, Plant and Equipment
Goodwill

23,491.69

22,942.19

21,781.43

Other Intangible assets

268.69

280.58

389.91

Intangible assets under development

816.25

555.86

204.28

4,017.01

3,850.01

2,608.27

Financial assets
Investments
Trade receivables
Loans and advances
Other financial assets
Deferred tax assets (Net)

35.63

40.41

53.82

1,080.40

984.25

861.84

110.99

109.85

0.85

613.42

783.48

667.90

Income tax assets (Net)

3,770.97

3,502.70

3,453.42

Other non-current assets

2,158.56

2,563.13

2,572.67

37,328.45

36,504.21

33,760.42

-

40.99

-

20,706.26

17,372.91

12,036.49

Trade receivables

5,633.07

6,489.28

6,252.02

Cash and cash equivalents

5,086.68

3,926.03

4,043.49

Bank balances other than cash and cash equivalents

2,121.08

4,646.05

9,183.14

Sub total
Current assets
Inventories
Financial assets
Investments

Loans and advances
Other financial assets
Income tax assets (Net)

711.81

854.08

942.38

5,629.17

6,377.77

5,538.00

-

212.28

231.84

1,969.90

2,550.44

2,202.54

Sub total

41,857.97

42,469.83

40,429.90

TOTAL ASSETS

79,186.42

78,974.04

74,190.32

Other current assets
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Mphasis Group
Condensed Consolidated Balance Sheet as at 31 December 2016
31 December 2016

31 March 2016

(` millions)
1 April 2015

2,103.91

2,101.94

2,101.48

62,336.54

60,612.81

56,672.20

64,440.45

62,714.75

58,773.68

EQUITY AND LIABILITIES
Equity
Equity share capital
Other equity
Total equity
LIABILITIES
Non-current liabilities
Financial liabilities
Borrowings

-

1,788.89

3,093.75

10.88

11.61

26.09

Provisions

579.19

755.26

539.78

Deferred tax liabilities (Net)

912.14

730.00

499.86

Other non-current liabilities

54.49

33.89

41.29

1,556.70

3,319.65

4,200.77

Borrowings

3,607.71

1,325.10

1,250.00

Trade payables

4,324.53

4,525.14

4,063.60

Other financial liabilities

2,614.52

4,435.09

4,056.58

915.07

1,028.19

533.61

1,214.76

1,264.74

936.31

512.68

361.38

375.77

Other financial liabilities

Sub total
Current liabilities
Financial liabilities

Provisions
Other current liabilities
Income tax liabilities (Net)
Sub total

13,189.27

12,939.64

11,215.87

TOTAL EQUITY AND LIABILITIES

79,186.42

78,974.04

74,190.32

Explanatory notes annexed.
The explanatory notes form an integral part of these condensed consolidated financial statements.
As per our report of even date.

For S.R. BATLIBOI & ASSOCIATES LLP
For and on behalf of the Board of Directors
Chartered Accountants
ICAI Firm registration number: 101049W/E300004

per Adarsh Ranka
Partner
Membership No. 209567

Bengaluru
31 January 2017

Nitin Rakesh
Chief Executive Officer

Narayanan Kumar
Director

V. Suryanarayanan
Executive Vice President &
Chief Financial Officer

A. Sivaram Nair
Executive Vice President, Company
Secretary General Counsel & Ethics Officer

Bengaluru
31 January 2017
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Mphasis Group
Condensed Consolidated statement of Profit and Loss for the quarter and nine months ended 31 December 2016
(` millions)

Quarter
Quarter Nine months Nine months
ended
ended
ended
ended
31 December 31 December 31 December 31 December
2016
2015
2016
2015
Income
Revenue from operations

15,361.03

15,150.76

45,704.26

45,648.63

616.85
15,977.88

368.51
15,519.27

1,901.17
47,605.43

1,416.13
47,064.76

Expenses
Purchase of traded goods

-

146.36

0.24

406.02

(Increase) / decrease in inventories of traded goods

-

31.57

40.99

(103.19)

9,308.12

9,365.73

27,681.41

27,880.63

22.52

52.76

121.47

195.07

Other income
Total income (I)

Employee benefits expense
Finance costs
Depreciation and amortization expense

130.89

167.67

408.32

563.72

3,657.05
13,118.58

3,428.30
13,192.39

10,678.08
38,930.51

10,850.72
39,792.97

2,859.30

2,326.88

8,674.92

7,271.79

Expected loss on proposed sale of domestic BPO business (refer note 6)

-

-

-

23.78

Expected loss on exit from other domestic BPO business (refer note 7)

-

-

-

92.04

Restructuring expenses

-

-

-

63.59

Provision for impairment of intangible under development

-

-

-

52.60

2,859.30

2,326.88

58.52
8,616.40

7,039.78

766.19

624.71

2,267.69

1,838.61

49.57

14.39

283.46

126.85

-

-

(128.98)

-

Other expenses
Total expenses (II)
Profit before tax and exceptional item (III) [(I)-(II)]
Exceptional item (net of tax) (IV)

Accelerated cost due to change in control (refer note 10)
Profit before tax after exceptional item (III)-(IV)
Tax expenses
Current tax
Deferred tax charge
Minimum alternative tax credit entitlement
Total tax expenses

815.76

639.10

2,422.17

1,965.46

Profit for the period before exceptional item

2,043.54

1,687.78

6,252.75

5,306.33

Profit for the period after exceptional item

2,043.54

1,687.78

6,194.23

5,074.32

(51.89)
(51.89)

283.13

1,203.16
1,203.16
(130.19)

Other comprehensive income ('OCI')
Other comprehensive income to be reclassified to profit or loss in subsequent periods
Exchange differences on translation of foreign operations

408.30
408.30

Net change in fair value of derivatives designated as cash flow hedges

(86.68)

109.40

283.13
159.50

Income tax effect

30.00
(56.68)

(37.86)
71.54

(55.20)
104.30

(85.13)

351.62

19.65

387.43

1,118.03

Net other comprehensive income to be reclassified to profit or loss in
subsequent periods
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Mphasis Group
Condensed Consolidated statement of Profit and Loss for the quarter and nine months ended 31 December 2016
(` millions)

Quarter
Quarter Nine months Nine months
ended
ended
ended
ended
31 December 31 December 31 December 31 December
2016
2015
2016
2015
Other comprehensive income not to be reclassified to profit or loss in subsequent periods
Re-measurement gains / (losses) on defined benefit plans

(1.16)

(30.64)

(0.55)

(41.20)

0.40

10.60

0.19

14.26

(0.76)

(20.04)

(0.36)

(26.94)

350.86

(0.39)

387.07

1,091.09

2,394.40

1,687.39

6,581.30

6,165.41

Owners of the Company

2,043.54

1,687.78

6,194.23

5,074.32

Non-controlling interests

2,043.54

1,687.78

6,194.23

5,074.32

Owners of the Company

2,394.40

1,687.39

6,581.30

6,165.41

Non-controlling interests

2,394.40

1,687.39

6,581.30

6,165.41

Income tax effect
Net other comprehensive income not to be reclassified to profit or loss in
subsequent periods
Other comprehensive income for the period, net of tax
Total comprehensive income for the period
Profit for the period attributable to:

Total comprehensive income for the period attributable to:

Earnings per equity share before exceptional item [nominal value of shares ` 10 (31 December 2015: ` 10)]
Basic (`)

9.73

8.04

29.78

25.28

Diluted (`)

9.70

8.02

29.70

25.24

Earnings per equity share after exceptional item [nominal value of shares ` 10 (31 December 2015 : ` 10)]
Basic (`)

9.73

8.04

29.50

24.18

Diluted (`)

9.70

8.02

29.42

24.13

Weighted average number of shares – Basic

210,090,627

209,868,075

209,947,842

209,864,302

Weighted average number of shares – Diluted

210,632,746

210,345,495

210,509,397

210,257,707

Explanatory notes annexed.
The explanatory notes form an integral part of these condensed consolidated financial statements.
As per our report of even date.

For S.R. BATLIBOI & ASSOCIATES LLP
Chartered Accountants
ICAI Firm registration number: 101049W/E300004

For and on behalf of the Board of Directors

per Adarsh Ranka
Partner
Membership No. 209567

Nitin Rakesh
Chief Executive Officer

Narayanan Kumar
Director

V. Suryanarayanan
Executive Vice President &
Chief Financial Officer

A. Sivaram Nair
Executive Vice President, Company Secretary
General Counsel & Ethics Officer

Bengaluru
31 January 2017

Bengaluru
31 January 2017
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Mphasis Group
Condensed Consolidated Statement of changes in equity for the nine months ended 31 December 2016
EQUITY

(` millions)
Other Equity

As at 1 April 2016
Profit for the period
Other Comprehensive Income
Increase in share capital on issue of
ESOP / RSU
Dividend (including tax on dividend)
Effect of share based payments
As at 31 December 2016
As at 1 April 2015
Profit for the period
Other Comprehensive Income
Increase in share capital on issue of
ESOP / RSU
Dividend (including tax on dividend)
Effect of share based payments
As at 31 December 2015

Items of OCI

General
reserve
5,965.38
-

Treasury
shares
(158.29)
-

Retained
earnings
47,273.03
6,194.23
(0.36)

Effective
portion of
Cash flow
Hedge
248.64
104.30

68.50
238.94

2.91
5,968.29

59.49
(98.80)

(5,058.70)
48,408.20

352.94

5,458.24

1.97
(5,058.70)
201.13
64,440.45

1,556.84
-

106.74
-

5,497.21
-

(127.68)
-

45,157.94
5,074.32
(26.94)

170.72
(85.13)

3,944.29
1,203.16

58,773.68
5,074.32
1,091.09

9.42
1,566.26

49.44
156.18

1.41
5,498.62

(38.63)
(166.31)

(4,042.69)
46,162.63

85.59

5,147.45

0.29
(4,042.69)
21.64
60,918.33

Equity Share
capital
2,101.94
-

Capital
reserve
361.39
-

Capital
redemption
reserve
4.75
-

Securities Share based
Premium
payment
reserve
reserve
1,572.36
170.44
-

1.97
2,103.91

361.39

4.75

70.23
1,642.59

2,101.48
-

361.39
-

4.75
-

0.29
2,101.77

361.39

4.75

6

Foreign
Total equity
currency attributable to
translation equity holders
reserve of the Company
5,175.11
62,714.75
6,194.23
387.07
283.13

Mphasis Group
Condensed Consolidated statement of cash flows for the nine months ended 31 December 2016

(` millions)

Nine months ended Nine months ended
31 December 2016 31 December 2015

Cash flow from operating activities
Profit before tax and exceptional item
Non-Cash adjustment to reconcile profit before tax to net cash flows:
Depreciation / amortization (net of provision for loss on a long-term contract)
Loss / (Profit) on sale of Property, Plant and Equipment
Fair value changes in financial instruments
Employee stock compensation expense (net)
Provision for bad and doubtful debts
Interest expense (excluding exchange difference considered as adjustment to borrowing cost)
Interest income (excluding fair value changes)
Dividend income
Profit on sale of investments
Purchase of treasury shares
Receipts on exercise of options
Effect of exchange rate changes (gain) / loss
Operating profit before working capital changes
(Increase)/decrease in trade receivables
(Increase)/decrease in loans and advances
(Increase)/decrease in other financial assets
(Increase)/decrease in inventories
(Increase)/decrease in other assets
Increase/(decrease) in other financial liabilities
Increase/(decrease) in provisions
Increase/(decrease) in other liabilities
Increase/(decrease) in trade payables
Cash generated from operations
Direct taxes paid (net of refunds)

Net cash flow from operating activities before exceptional item
Accelerated cost due to change in control / Restructuring expenses paid

Net cash flow from operating activities after exceptional item (A)

8,674.92

7,271.79

408.43
(16.83)
(101.07)
91.35
(7.62)
118.81
(323.63)
(362.27)
(776.24)
32.00
(35.54)
7,702.31
984.18
103.46
931.65
40.99
920.63
(306.77)
(289.74)
(8.82)
(221.25)
2,154.33
(1,945.54)
7,911.10
(13.95)
7,897.15

578.18
0.67
145.25
61.12
21.37
145.88
(581.51)
(627.44)
(151.68)
(50.71)
10.86
106.61
6,930.39
(1,002.95)
93.20
187.89
(103.19)
506.47
(56.53)
1.63
404.92
685.38
716.82
(1,735.68)
5,911.53
(105.69)
5,805.84

(848.12)
16.71
(176,519.16)
174,186.36
230.02
362.27
(290.44)
(131.38)
2,655.21

(1,002.18)
164.07
(74,803.36)
71,902.86
600.47
627.44
(522.63)
(2,780.39)
7,664.86

(338.53)

1,851.14

Cash flow from investing activities
Purchase of Property, Plant and Equipment
Proceeds from sale of Property, Plant and Equipment
Purchase of investments
Sale of investments
Interest received
Dividends received
Re-investment of dividend
Investments in bank deposits
Redemption / maturity of bank deposits

Net cash flow from / (used in) investing activities (B)
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Mphasis Group
Condensed Consolidated statement of cash flows for the nine months ended 31 December 2016

(` millions)

Nine months ended Nine months ended
31 December 2016 31 December 2015
Cash flow from financing activities
Proceeds from issue of share capital
Proceeds of premium from issue of share capital
Repayment of secured loan
Availment of secured loans
Availment / (payment) of capital lease obligation
Repayment of unsecured loans
Availment of unsecured loans
Interest paid
Dividends paid (including tax on dividend)
Net cash flow used in financing activities (C)
Net increase in cash and cash equivalents (A+B+C)
Effect of exchange rate changes
Cash and cash equivalents at the beginning of the period
Cash and cash equivalents at the end of the period

1.97
0.17
(3,284.99)
2,646.20
0.08
(1,363.10)
881.66
(73.24)
(5,056.43)
(6,247.68)
1,310.94
(150.29)
3,926.03
5,086.68

0.29
0.37
(1,102.27)
0.16
(3,929.33)
2,600.60
(152.13)
(4,041.61)
(6,623.92)
1,033.06
(94.48)
4,043.49
4,982.07

0.04

0.09

2,192.67
2,883.99
9.98
5,086.68

3,046.58
1,927.35
8.05
4,982.07

Components of cash and cash equivalents
Cash on hand
Balance with banks
- on current account
- on deposit account
- unclaimed dividend
Total cash and cash equivalents

As per our report of even date.

For S.R. BATLIBOI & ASSOCIATES LLP
Chartered Accountants
ICAI Firm registration number: 101049W/E300004

For and on behalf of the Board of Directors

per Adarsh Ranka
Partner
Membership No. 209567

Nitin Rakesh
Chief Executive Officer

Narayanan Kumar
Director

V. Suryanarayanan
Executive Vice President &
Chief Financial Officer

A. Sivaram Nair
Executive Vice President, Company Secretary
General Counsel & Ethics Officer

Bengaluru
31 January 2017

Bengaluru
31 January 2017
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Mphasis Group
Explanatory Notes to the Condensed Consolidated Financial Statements for the quarter and nine months ended 31 December 2016
1

SIGNIFICANT ACCOUNTING POLICIES
Basis of preparation
In accordance with the notification issued by the Ministry of Corporate Affairs, Mphasis Limited (‘the Company’) and its subsidiaries,
collectively referred to as ‘the Mphasis Group’ or ‘the Group’ has adopted Indian Accounting Standards (referred to as “Ind AS”) notified under
the Companies (Indian Accounting Standards) Rules, 2015 with effect from 1 April 2016. The condensed consolidated financial statements of
the Group, have been prepared and presented in accordance with Ind AS. Previous period numbers in the condensed consolidated financial
statements have been restated to Ind AS. In accordance with Ind AS 101 First-time Adoption of Indian Accounting Standard, the Company has
presented a reconciliation from the presentation of condensed consolidated financial statements under Accounting Standards notified under the
Companies (Accounting Standards) Rules, 2006 (“Previous GAAP”) to Ind AS of Shareholders’ equity as at 31 March 2016, 31 December 2015
and April 1, 2015 and of the comprehensive net income for the quarter and nine months ended 31 December 2015.
These condensed consolidated financial statements have been prepared in accordance with Ind AS 34 Interim Financial Reporting as notified
under the Companies (Indian Accounting Standards) Rules, 2015 read with Section 133 of the Companies Act, 2013. Refer to note 3 for
information on how the Group has adopted Ind AS. The condensed consolidated financial statements have been prepared on the historical cost
basis, except for certain financial instruments which are measured at fair values at the end of each reporting period, as explained in the
accounting policies below. Historical cost is generally based on the fair value of the consideration given in exchange for goods and services.
Basis of consolidation
The Group consolidates entities which it owns or controls. The condensed consolidated financial statements comprise the financial statements of
the Company, its controlled trusts and its subsidiaries as disclosed in Note 2. Control exists when the parent has:
 Power over the investee (i.e. existing rights that give it the current ability to direct the relevant activities of the investee)
 Exposure, or rights, to variable returns from its involvement with the investee, and
 The ability to use its power over the investee to affect its returns.
Subsidiaries are consolidated from the date control commences until the date control ceases. The Group re-assesses whether or not it controls an
investee if facts and circumstances indicate that there are changes to one or more of the three elements of control.
The condensed consolidated financial statements of the parent Company and subsidiaries have been combined on a line-by-line basis by adding
together the book values of like items of assets, liabilities, income and expenses after eliminating intra-group balances / transactions and
resulting unrealised profits in full. Unrealised losses resulting from intra-group transactions have also been eliminated except to the extent that
the recoverable value of related assets are lower than their cost to the Group. The amounts shown in respect of reserves comprise the amount of
the relevant reserves as per the balance sheet of the parent Company and its share in the post-acquisition increase in the relevant reserves of
subsidiaries. Changes in the Company’s interests in subsidiaries that do not result in a loss of control are accounted for as equity transactions.
The carrying amount of the Company’s interests and the non-controlling interests are adjusted to reflect the changes in their relative interests in
the subsidiaries. Any difference between the amount by which the non-controlling interests are adjusted and the fair value of the consideration
paid or received is recognised directly in equity and attributed to owners of the Company.
Condensed consolidated financial statements are prepared using uniform accounting policies across the Group. The financial statements of all
entities used for the purpose of consolidation are drawn up to same reporting date.
Business Combinations
The Group accounts for its business combinations under acquisition method of accounting. Acquisition related costs are recognised in the
statement of profit and loss as incurred. The acquiree’s identifiable assets, liabilities and contingent liabilities that meet the condition for
recognition are recognised at their fair values at the acquisition date.
Purchase consideration paid in excess of the fair value of net assets acquired is recognised as goodwill. Where the fair value of identifiable
assets and liabilities exceed the cost of acquisition, after reassessing the fair values of the net assets and contingent liabilities, the excess is
recognised as capital reserve.
Business combinations arising from transfers of interests in entities that are under the common control are accounted at historical cost. The
difference between any consideration given and the aggregate historical carrying amounts of assets and liabilities of the acquired entity are
recorded in shareholders’ equity.
Use of estimates
The preparation of the condensed consolidated financial statements in conformity with Ind AS requires the management to make estimates,
judgements and assumptions that affect the reported amounts of assets and liabilities, the disclosure of contingent assets and liabilities on the
date of the condensed consolidated financial statements and the reported amounts of revenues and expenses for the period reported. Actual
results could differ from those estimates. Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting
estimates are recognised in the period in which the estimates are revised and future periods are affected.
Key source of estimation of uncertainty at the date of condensed consolidated financial statements, which may cause a material adjustment to
the carrying amounts of assets and liabilities within the next financial year, is in respect of impairment of goodwill, useful lives of property,
plant and equipment and valuation of deferred tax assets and provisions and contingent liabilities.
Revenue recognition
Revenue is recognised to the extent that it is probable that the economic benefits will flow to the Group and the revenue can be reliably
measured, regardless of when the payment is being made. Revenue is measured at the fair value of the consideration received or receivable,
taking into account contractually defined terms of payment.
Sales tax / Value Added Tax (VAT) / Service Tax is not received by the Group on its own account. Rather, it is tax collected on value added to
the commodity / service rendered by the seller on behalf of the government. Accordingly, it is excluded from revenue.
The Group derives its revenues primarily from software services & projects, call centre and business & knowledge process outsourcing
operations, infrastructure outsourcing services, licensing arrangement, application services and trading of goods.
Revenues from software services & projects comprise income from time-and-material and fixed price contracts. Revenue from time and material
contracts is recognized when the services are rendered in accordance with the terms of contracts with clients. Revenue from fixed price contracts
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Mphasis Group
Explanatory Notes to the Condensed Consolidated Financial Statements for the quarter and nine months ended 31 December 2016
is recognized using the percentage-of-completion method, calculated as the proportion of the cost of effort incurred up to the reporting date to
estimated cost of total effort.
Revenues from call centre and business & knowledge process outsourcing operations arise from both time-based and unit-priced client
contracts. Such revenue is recognized when the services are rendered in accordance with the terms of the contracts with clients.
Revenues from infrastructure outsourcing services arise from time based, unit-priced and fixed price contracts. Revenue from time based and
unit-priced is recognized when the services are rendered in accordance with the terms of the contracts with clients. Revenue from fixed price
contracts is recognized using the percentage-of-completion method, calculated as the proportion of the cost of effort incurred up to the reporting
date to estimated cost of total effort.
License fee revenues are recognised when the general revenue recognition criteria given in Ind AS 18 are met. Revenue from bundled contracts
is allocated separately for each element based on their fair values. Maintenance revenue is recognized rateably over the period of underlying
maintenance agreements.
Revenue from sale of services is shown as net of applicable discounts and pricing incentives to customer.
Revenues from sale of goods is recognized on transfer of significant risks and rewards where it is probable that economic benefits will flow to
the Company and there is neither continuing managerial involvement nor effective control over the goods sold.
Revenue is recognised only when evidence of an arrangement is obtained and the other criteria to support revenue recognition are met, including
the price is fixed or determinable, services have been rendered and collectability of the resulting receivables is reasonably assured.
Provisions for estimated losses on incomplete contracts are recorded in the period in which such losses become probable based on the current
contract estimates. Unbilled revenue represent revenues in excess of amounts billed to clients as at the balance sheet date. Unearned revenue
represent billings in excess of revenues recognized.
Advances received for services are reported as liabilities until all conditions for revenue recognition are met.
Interest income is recognized based on effective interest rate method.
Dividend income is recognized when the right to receive the dividend is established.
Property, plant and equipment and Intangible assets
Property, plant and equipment are stated at the cost of acquisition or construction less accumulated depreciation and write down for, impairment
if any. Direct costs are capitalised until the assets are ready to be put to use. When significant parts of plant and equipment are required to be
replaced at intervals, the Group depreciates them separately based on their specific useful lives. All other repair and maintenance costs are
recognised in the statement of profit and loss as incurred. Property, plant and equipment purchased in foreign currency are recorded at cost,
based on the exchange rate on the date of purchase.
The Group identifies and determines cost of each component/ part of Property, plant and equipment separately, if the component/ part has a cost
which is significant to the total cost of the Property, plant and equipment and has useful life that is materially different from that of the
remaining asset.
Intangible assets purchased including acquired in business combination, are measured at cost or fair value as of the date of acquisition, as
applicable, less accumulated amortisation and accumulated impairment, if any. The amortization period and the amortization method are
reviewed at least at each financial year end. Internally generated intangible assets are stated at cost that can be measured reliably during the
development phase and capitalised when it is probable that future economic benefits that are attributable to the assets will flow to the Group.
Gains or losses arising from derecognition of Property, plant and equipment are measured as the difference between the net disposal proceeds
and the carrying amount of Property, plant and equipment and are recognized in the statement of profit and loss when the Property, plant and
equipment is derecognized.
Cost of assets not ready for use at the balance sheet date are disclosed under capital work-in-progress.
Depreciation and amortization
Depreciation on Property, plant and equipment is calculated on a straight-line basis using the rates arrived at, based on the useful lives estimated
by the management. Intangible assets are amortised on a straight line basis over the estimated useful economic life. The useful lives estimated
by the management are given below:
(In years)
Useful life as per
Companies Act, 2013

Useful life estimated by the management

Computer equipment

3

3

Furniture and fixtures

10

5

Lease hold improvements

10

10 or remaining primary lease term whichever is
less

Office equipment

5

5

Plant and equipment

15

7

Server and networks

6

6

Purchased software / Internally developed for self-consumption

As per Ind AS 38

Useful life of the asset

Internally developed software for sale

As per Ind AS 38

Useful life of the asset

8

5

Asset

Vehicles
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In respect of plant and equipment, furniture and fixtures and vehicles, the management, basis internal assessment of usage pattern believes that
the useful lives as mentioned above best represent the period over which management expects to use these assets. Hence the useful lives in
respect of these assets are different from the useful lives as prescribed under Part C of Schedule II of the Companies Act 2013.
Project specific assets are depreciated over the period of contract or useful life of the asset, whichever is lower.
An item of property, plant and equipment and any significant part initially recognised is derecognised upon disposal or when no future economic
benefits are expected from its use or disposal. Any gain or loss arising on derecognition of the asset (calculated as the difference between the net
disposal proceeds and the carrying amount of the asset) is included in the income statement when the asset is derecognised.
The residual values, useful lives and methods of depreciation of property, plant and equipment are reviewed at each financial year end and
adjusted prospectively, if appropriate.
Leases
Leases, where the lessor effectively retains substantially all the risks and benefits of ownership of the leased items, are classified as operating
leases. Operating lease payments are recognised on a straight line basis over the lease term, unless the lease agreement explicitly states that
increase is on account of inflation in the statement of profit and loss.
Profit or loss on sale and lease back arrangements resulting in operating leases are recognized immediately in case the transaction is established
at fair value, else, the excess over the fair value is deferred and amortized over the period for which the asset is expected to be used. If the sale
price is below fair value, any profit or loss is recognized immediately in the statement of profit and loss.
Leases under which the Group assumes substantially all the risks and rewards of ownership are classified as finance leases. Such assets acquired
are capitalised at the fair value of the leased asset or the present value of the minimum lease payments at the inception of the lease, whichever is
lower.
For arrangements entered into prior to 1 April 2015, the Group has determined whether the arrangement contain lease on the basis of facts and
circumstances existing on the date of transition.
Borrowing costs
Borrowing cost includes interest, amortization of ancillary costs incurred in connection with the arrangement of borrowings and exchange
differences arising from foreign currency borrowings to the extent they are regarded as an adjustment to the interest cost.
Borrowing costs directly attributable to the acquisition, construction or production of an asset that necessarily takes a substantial period of time
to get ready for its intended use or sale are capitalized as part of the cost of the respective asset. All other borrowing costs are expensed in the
period they occur.
Impairment
A. Financial assets (other than at fair value)
The Group assesses at each date of balance sheet whether a financial asset or a group of financial assets is impaired. Ind AS 109 requires
expected credit losses to be measured through a loss allowance. The Group recognises lifetime expected losses for all contract assets and / or
all trade receivables that do not constitute a financing transaction. For all other financial assets, expected credit losses are measured at an
amount equal to the 12-month expected credit losses or at an amount equal to the life time expected credit losses if the credit risk on the
financial asset has increased significantly since initial recognition.
B. Non-financial assets
(i)

Tangible and intangible assets
Property, plant and equipment and intangible assets with finite life are evaluated for recoverability whenever there is any indication
that their carrying amounts may not be recoverable. If any such indication exists, the recoverable amount (i.e. higher of the fair
value less cost to sell and the value-in-use) is determined on an individual asset basis unless the asset does not generate cash flows
that are largely independent of those from other assets. In such cases, the recoverable amount is determined for the cash generating
unit (‘CGU’) to which the asset belongs.
If the recoverable amount of an asset (or CGU) is estimated to be less than its carrying amount, the carrying amount of the asset (or
CGU) is reduced to its recoverable amount. An impairment loss is recognised in the statement of profit and loss.

(ii) Goodwill
The Group estimates the value in use of CGU’s based on the future cash flows after considering current economic conditions and
trends, estimated future operating results and growth rate and estimated future economic and regulatory conditions. The estimated
cash flows were developed using internal forecasts. The discount rates used for the CGU’s represents the weighted average cost of
capital based on the historical market return of comparable companies.
CGU’s to which goodwill has been allocated are tested for impairment annually, or more frequently when there is indication for
impairment. If the recoverable amount of a CGU is less than its carrying amount, the impairment loss is allocated first to reduce the
carrying amount of any goodwill allocated to the unit and then to the other assets of the unit pro-rata on the basis of the carrying
amount of each asset in the unit.
Financial instruments
Financial assets and liabilities are recognised when the Group becomes a party to the contractual provisions of the instrument. Financial assets
and liabilities are initially measured at fair value. Transaction costs that are directly attributable to the acquisition or issue of financial assets and
financial liabilities (other than financial assets and financial liabilities at fair value through profit or loss) are added to or deducted from the fair
value measured on initial recognition of financial asset or financial liability.
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(i)

Cash and cash equivalents
The Group considers all highly liquid financial instruments, which are readily convertible into known amounts of cash that are subject to an
insignificant risk of change in value and having original maturities of three months or less from the date of purchase, to be cash equivalents.
Cash and cash equivalents consist of balances with banks which are unrestricted for withdrawal and usage.

(ii) Financial assets at amortised cost
Financial assets are subsequently measured at amortised cost if these financial assets are held within a business whose objective is to hold
these assets in order to collect contractual cash flows and the contractual terms of the financial asset give rise on specified dates to cash flows
that are solely payments of principal and interest on the principal amount outstanding.
(iii) Financial assets at fair value through other comprehensive income
Financial assets are measured at fair value through other comprehensive income if these financial assets are held within a business whose
objective is achieved by both collecting contractual cash flows and selling financial assets and the contractual terms of the financial asset give
rise on specified dates to cash flows that are solely payments of principal and interest on the principal amount outstanding.
(iv) Financial assets at fair value through profit or loss
Financial assets are measured at fair value through profit or loss unless it is measured at amortised cost or at fair value through other
comprehensive income on initial recognition. The transaction costs directly attributable to the acquisition of financial assets and liabilities at
fair value through profit or loss are immediately recognised in statement of profit and loss.
(v) Financial liabilities
Financial liabilities are subsequently carried at amortized cost using the effective interest method, except for contingent consideration
recognized in a business combination which is subsequently measured at fair value through profit or loss. For trade and other payables
maturing within one year from the balance sheet date, the carrying amounts approximate fair value due to the short maturity of these
instruments.
(vi) Derivative financial instruments
The Group holds derivative financial instruments such as foreign exchange forward to mitigate the risk of changes in exchange rates on
foreign currency exposures. The counterparty for these contracts is generally a bank.
a. Financial assets or financial liabilities, at fair value through statement of profit or loss.
This category has derivative financial assets or liabilities which are not designated as hedges.
Any derivative that is either not designated a hedge, or is so designated but is ineffective as per Ind AS 109, is categorized as a financial
asset or financial liability, at fair value through statement of profit and loss.
Derivatives not designated as hedges are recognized initially at fair value and attributable transaction costs are recognized in net profit in
the statement of profit and loss when incurred. Subsequent to initial recognition, these derivatives are measured at fair value through profit
or loss and the resulting gains or losses are included in the statement of profit and loss.
b. Cash flow hedge accounting
The Group designates certain foreign exchange forward contracts as cash flow hedges to mitigate the risk of foreign exchange exposure on
highly probable forecast cash transactions. When a derivative is designated as a cash flow hedging instrument, the effective portion of
changes in the fair value of the derivative is recognized in other comprehensive income and accumulated in the cash flow hedging reserve.
Any ineffective portion of changes in the fair value of the derivative is recognized immediately in the net profit in the statement of profit
and loss. If the hedging instrument no longer meets the criteria for hedge accounting, then hedge accounting is discontinued prospectively.
If the hedging instrument expires or is sold, terminated or exercised, the cumulative gain or loss on the hedging instrument recognized in
cash flow hedging reserve till the period the hedge was effective remains in cash flow hedging reserve until the forecasted transaction
occurs. The cumulative gain or loss previously recognized in the cash flow hedging reserve is transferred to the net profit in the statement
of profit and loss upon the occurrence of the related forecasted transaction. If the forecasted transaction is no longer expected to occur, then
the amount accumulated in cash flow hedging reserve is reclassified to net profit in the statement of profit and loss.
(vii) De-recognition of financial instruments
The Group derecognizes a financial asset when the contractual rights to the cash flows from the financial asset expire or it transfers the
financial asset and the transfer qualifies for derecognition under Ind AS 109. A financial liability (or a part of a financial liability) is
derecognized when the obligation specified in the contract is discharged or cancelled or expires.
(viii) Fair value of financial instruments
In determining the fair value of its financial instruments, the Group uses following hierarchy and assumptions that are based on market
conditions and risks existing at each reporting date.
Fair value hierarchy:
All assets and liabilities for which fair value is measured or disclosed in the financial statements are categorised within the fair value
hierarchy, described as follows, based on the lowest level input that is significant to the fair value measurement as a whole:
► Level 1 — Quoted (unadjusted) market prices in active markets for identical assets or liabilities.
► Level 2 — Valuation techniques for which the lowest level input that is significant to the fair value measurement is directly or indirectly
observable.
► Level 3 — Valuation techniques for which the lowest level input that is significant to the fair value measurement is unobservable.
For assets and liabilities that are recognised in the financial statements on a recurring basis, the Group determines whether transfers have
occurred between levels in the hierarchy by re-assessing categorisation (based on the lowest level input that is significant to the fair value
measurement as a whole) at the end of each reporting period.
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Employee benefits
Gratuity, which is a defined benefit plan, is accrued based on an independent actuarial valuation, which is done based on project unit credit
method as at the balance sheet date. The Group recognizes the net obligation of a defined benefit plan in its balance sheet as an asset or liability.
Gains and losses through re-measurements of the net defined benefit liability / (asset) are recognized in other comprehensive income. In
accordance with Ind AS, re-measurement gains and losses on defined benefit plans recognised in OCI are not to be subsequently reclassified to
statement of profit and loss. As required under Ind AS compliant Schedule III, the Group transfers it immediately to retained earnings.
The cost of short term compensated absences are provided for based on estimates. Long term compensated absence costs are provided for based
on actuarial valuation using the project unit credit method. The Group presents the entire leave as a current liability in the balance sheet, since it
does not have an unconditional right to defer its settlement for 12 months after the reporting date.
Contributions payable to recognized provident funds, which are defined contribution schemes, are charged to the statement of profit and loss.
Mphasis Limited has established a Provident Fund Trust to which contributions towards provident fund are made each month. The Provident
Fund Trust guarantees a specified rate of return on such contributions on a periodical basis. This being a defined benefit plan, the Company
accounts for it, based on actuarial valuation, as per Projected Unit Credit Method, as at the date of Balance Sheet.
Share based payments
The Group measures compensation cost relating to share-based payments using the fair valuation method in accordance with Ind AS 102, ShareBased Payment. Compensation expense is amortized over the vesting period of the option on a straight line basis.
The dilutive effect of outstanding options is reflected as additional share dilution in the computation of diluted earnings per share.
Foreign currencies
The functional currency of the Company and its Indian subsidiaries is Indian Rupee (`) whereas the functional currency of foreign subsidiaries
is the currency of their countries of domicile.
Foreign currency transactions are recorded at exchange rates prevailing on the date of the transaction. Foreign currency denominated monetary
assets and liabilities are restated into the functional currency using exchange rates prevailing on the balance sheet date.
Gains and losses arising on settlement and restatement of foreign currency denominated monetary assets and liabilities are included in the
statement of profit and loss.
Assets and liabilities of entities with functional currency other than presentation currency have been translated to the presentation currency using
exchange rates prevailing on the balance sheet date. Statement of profit and loss have been translated using weighted average exchange rates.
Translation adjustments have been reported as foreign currency translation reserve in the statement of changes in equity.
Income taxes
Income tax expense comprises current tax expense and the net change in the deferred tax asset or liability during the year. Current and deferred
tax are recognised in statement of profit and loss, except when they relate to items that are recognised in other comprehensive income or directly
in equity, in which case, the current and deferred tax are also recognised in other comprehensive income or directly in equity, respectively.
(i) Current income tax
Current income tax for the current and prior periods are measured at the amount expected to be recovered from or paid to the taxation
authorities based on the taxable income for that period. The tax rates and tax laws used to compute the amount are those that are enacted or
substantively enacted by the balance sheet date.
(ii) Deferred income tax
Deferred income tax is recognised using the balance sheet approach, deferred tax is recognized on temporary differences at the balance
sheet date between the tax bases of assets and liabilities and their carrying amounts for financial reporting purposes, except when the
deferred income tax arises from the initial recognition of goodwill or an asset or liability in a transaction that is not a business combination
and affects neither accounting nor taxable profit or loss at the time of the transaction.
Deferred income tax assets are recognized for all deductible temporary differences, carry forward of unused tax credits and unused tax
losses, to the extent that it is probable that taxable profit will be available against which the deductible temporary differences, and the carry
forward of unused tax credits and unused tax losses can be utilized.
The carrying amount of deferred income tax assets is reviewed at each balance sheet date and reduced to the extent that it is no longer
probable that sufficient taxable profit will be available to allow all or part of the deferred income tax asset to be utilized.
Deferred income taxes are not provided on the undistributed earnings of subsidiaries and branches where it is expected that the earnings of
the subsidiary or branch will not be distributed in the foreseeable future.
Deferred income tax assets and liabilities are measured at the tax rates that are expected to apply in the period when the asset is realized or
the liability is settled, based on tax rates (and tax laws) that have been enacted or substantively enacted at the balance sheet date.
Provisions and contingent liabilities
A provision is recognized when an enterprise has a present obligation (legal or constructive) as result of past event and it is probable that an
outflow of embodying economic benefits of resources will be required to settle a reliably assessable obligation. Provisions are determined based
on best estimate required to settle each obligation at each balance sheet date. If the effect of the time value of money is material, provisions are
discounted using a current pre-tax rate that reflects, when appropriate, the risks specific to the liability. When discounting is used, the increase in
the provision due to the passage of time is recognised as a finance cost.
Provisions for onerous contracts, i.e. contracts where the expected unavoidable costs of meeting obligations under a contract exceed the
economic benefits expected to be received, are recognized when it is probable that an outflow of resources embodying economic benefits will be
required to settle a present obligation as a result of an obligating event, based on a reliable estimate of such obligation.
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A contingent liability is a possible obligation that arises from past events whose existence will be confirmed by the occurrence or nonoccurrence of one or more uncertain future events beyond the control of the Group or a present obligation that is not recognized because it is not
probable that an outflow of resources will be required to settle the obligation. A contingent liability also arises in extremely rare cases where
there is a liability that cannot be recognized because it cannot be measured reliably. The Group does not recognize a contingent liability but
discloses its existence in the condensed consolidated financial statements.
Earnings per share
The basic earnings per share is computed by dividing the net profit attributable to equity shareholders for the period by the weighted average
number of equity shares outstanding during the period. The number of shares used in computing diluted earnings per share comprises the
weighted average shares considered for deriving basic earnings per share, and also the weighted average number of equity shares which could be
issued on the conversion of all dilutive potential equity shares. Dilutive potential equity shares are deemed converted as of the beginning of the
period, unless they have been issued at a later date. The diluted potential equity shares have been arrived at, assuming that the proceeds
receivable were based on shares having been issued at the average market value of the outstanding shares. In computing dilutive earnings per
share, only potential equity shares that are dilutive and that would, if issued, either reduce future earnings per share or increase loss per share,
are included.
Inventories
Inventory comprises of traded goods and is measured at lower of cost and net realisable value. Cost includes cost of purchase and other costs
incurred in bringing the inventories to their present location and condition. Cost is determined on a weighted average basis. Net realisable value
is the estimated selling price in the ordinary course of business, less estimated cost necessary to make the sale.
Treasury shares
The Company has created an Employee Benefit Trust (‘EBT’) for providing share-based payment to its employees. The Company uses EBT as a
vehicle for distributing shares to employees under the employee remuneration schemes. The EBT buys shares of the company from the market,
for giving shares to employees. The Company treats EBT as its extension and shares held by EBT are treated as treasury shares.
Own equity instruments that are reacquired (treasury shares) are recognised at cost and deducted from equity. No gain or loss is recognised in
the statement of profit and loss on the purchase, sale, issue or cancellation of the Company’s own equity instruments. Any difference between
the carrying amount and the consideration, if reissued, is recognised in reserve. Share options exercised during the reporting period are satisfied
with treasury shares.
Cash dividend to equity holders of the Parent
The Company recognises a liability to make cash distributions to equity holders of the parent when the distribution is authorised and the
distribution is no longer at the discretion of the Company. Final dividends on shares are recorded as a liability on the date of approval by the
shareholders and interim dividends are recorded as a liability on the date of declaration by the Company's Board of Directors.
Government Grants
The Group recognizes government grants only when there is reasonable assurance that the conditions attached to them shall be complied with,
and the grants will be received. Government grants related to assets are treated as deferred income and are recognized in net profit in the
statement of profit and loss on a systematic and rational basis over the useful life of the asset. Government grants related to revenue are
recognized on a systematic basis in net profit in the statement of profit and loss over the periods necessary to match them with the related costs
which they are intended to compensate.
EXPLANATORY NOTES
2

Description of the Group
Mphasis Group, a global, multicultural organisation headquartered in Bengaluru, India, specialises in providing a suite of application
development and maintenance services, infrastructure outsourcing services and business & knowledge process outsourcing solutions to clients
around the world.
Mphasis Limited has its registered office in Bengaluru. This is the flagship Company of the Group and is listed on the principal stock exchanges
of India.
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List of subsidiaries with percentage holding
Subsidiaries
Mphasis Corporation
Mphasis Deutschland GmbH
Mphasis Australia Pty Limited
Mphasis (Shanghai) Software & Services
Company Limited
Mphasis Consulting Limited
Mphasis Ireland Limited
Mphasis Belgium BVBA
Mphasis Lanka (Private) Limited
Mphasis Poland s.p.z.o.o.
PT. Mphasis Indonesia
Mphasis Europe BV
Mphasis Infrastructure Services Inc.
Mphasis Pte Limited
Mphasis UK Limited
Mphasis Software and Services (India) Private
Limited
Msource Mauritius Inc.
Mphasis Wyde Inc.
Mphasis Philippines Inc.
Msource (India) Private Limited
Wyde Corporation Inc.
Mphasis Wyde SASU (formerly Mphasis Wyde
SAS)
Wyde Solutions Canada Inc.
Digital Risk, LLC.
Digital Risk Mortgage Services, LLC.
Digital Risk Compliance Services, LLC.
Digital Risk Analytics, LLC.
Investor Services, LLC.
Digital Risk Valuation Services, LLC.
Digital Risk Europe, OOD.

% of holding
Country of incorporation and other particulars
31 December 2016 31 March 2016
a company organised under the laws of Delaware, USA
100
100
a company organised under the laws of Germany
91
91
a company organised under the laws of Australia
100
100
a company organised under the laws of The People’s
Republic of China
100
100
a company organised under the laws of United
100
100
Kingdom
a company organised under the laws of Ireland
100
100
a company organised under the laws of Belgium
100
100
a company organised under the laws of Sri Lanka
100
100
a company organised under the laws of Poland
100
100
a company organised under the laws of Indonesia
100
100
a subsidiary of Mphasis Corporation, organised under
the laws of The Netherlands
100
100
a subsidiary of Mphasis Corporation, organised under
the laws of Delaware, USA
100
100
a subsidiary of Mphasis Europe BV, organised under
the laws of Singapore
100
100
a subsidiary of Mphasis Europe BV, organised under
the laws of United Kingdom
100
100
a subsidiary of Mphasis Europe BV, organised under
the laws of India
100
100
a subsidiary of Mphasis Europe BV, organised under
100
100
the laws of Mauritius
a subsidiary of Mphasis UK Limited, organised under
the laws of Delaware, USA
100
100
a subsidiary of Mphasis Pte Limited, organised under
the laws of Republic of Philippines
100
100
a subsidiary of Msource Mauritius Inc., organised
under the laws of India
100
100
a subsidiary of Mphasis Wyde Inc., organised under the
laws of Delaware, USA
100
100
a subsidiary of Wyde Corporation Inc., organised under
the laws of France
100
100
a subsidiary of Wyde Corporation Inc., organised under
the laws of Quebec, Canada
100
100
a subsidiary of Mphasis Wyde Inc., organised under the
laws of Delaware, USA
100
100
a subsidiary of Digital Risk, LLC., organised under the
laws of Delaware, USA
100
100
a subsidiary of Digital Risk, LLC., organised under the
laws of Delaware, USA
100
100
a subsidiary of Digital Risk, LLC., organised under the
laws of Delaware, USA
100
100
a subsidiary of Digital Risk, LLC., organised under the
laws of Delaware, USA
100
100
a subsidiary of Digital Risk, LLC., organised under the
laws of Delaware, USA
100
100
a subsidiary of Digital Risk, LLC., organised under the
laws of Bulgaria
100
100

All the above subsidiaries are under the same management.
List of Trusts
Mphasis Employee Benefit Trust.
Mphasis Employees Equity Reward Trust.
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3

Adoption of Ind AS
These condensed consolidated financial statements, for the quarter and nine months ended 31 December 2016, have been prepared in
accordance with Ind AS. For the year ended 31 March 2016, the Group prepared its annual consolidated financial statements in accordance with
accounting standards notified under section 133 of the Companies Act 2013, read together with paragraph 7 of the Companies (Accounts) Rules,
2014 (‘Indian GAAP’ or ‘previous GAAP’).
Accordingly, the Group has prepared condensed consolidated financial statements which comply with Ind AS applicable for quarter and nine
months ending on 31 December 2016, together with the comparative period data, as described in the summary of significant accounting policies.
This note explains the principal adjustments made by the Group in restating its Indian GAAP financial statements.
3.1 Exemptions applied
Ind AS 101 allows first-time adopters certain exemptions from the retrospective application of certain requirements under Ind AS. The Group
has applied the following material exemptions:

4



Ind AS 103 Business Combinations has not been applied to acquisitions of subsidiaries, which are considered businesses under Ind AS
that occurred before 1 April 2015. Use of this exemption means that the Indian GAAP carrying amounts of assets and liabilities, that
are required to be recognised under Ind AS, is their deemed cost at the date of the acquisition. After the date of the acquisition,
measurement is in accordance with respective Ind AS. The Group did not recognise or exclude any previously recognised amounts as a
result of Ind AS recognition requirements.
Ind AS 101 also requires that Indian GAAP carrying amount of goodwill must be used in the opening Ind AS balance sheet (apart from
adjustments for goodwill impairment and recognition or derecognition of assets/liabilities under Ind AS 101). In accordance with Ind
AS 101, the Group has tested goodwill for impairment at the date of transition to Ind AS. No goodwill impairment was deemed
necessary at 1 April 2015.



The Group has elected to avail exemption under Ind AS 101 to use India GAAP carrying value as deemed cost at the date of transition
for all items of property, plant and equipment as per the statement of financial position prepared in accordance with previous GAAP.

Reconciliation of equity between previous GAAP and Ind AS

(` millions)
Notes

31 March 2016
62,930.51

31 December 2015
61,077.01

1 April 2015
54,797.72

Fair valuation of investments

4 (a)

105.28

71.11

213.74

Fair valuation of forward contracts

4 (b)

Equity under previous GAAP

Effect of income tax

(3.44)

(0.35)

4.49

(157.73)

(61.02)

(157.72)

Proposed dividend and tax on dividend

4 (c)

-

-

4,046.73

Effect of consolidation of Employee Welfare Trusts

4 (d)

(135.35)

(139.06)

(109.93)

(24.52)

(29.36)

(21.35)

62,714.75

60,918.33

58,773.68

Others
Equity as per Ind AS

Total comprehensive income reconciliation for the quarter and nine months ended 31 December 2015

Notes
Profit for the period after exceptional item under
previous GAAP
Fair valuation of investments
Fair valuation of forward contracts
Employee benefits
Effect of income tax
Others
Profit for the period after exceptional item under Ind AS

4 (a)
4 (b)
4 (e)

Other comprehensive income
Total comprehensive income

Quarter ended Nine months ended
31 December 2015 31 December 2015
1,736.38
(53.78)
(52.24)
30.64
27.14
(0.36)
1,687.78

5,146.19
(142.63)
(4.84)
41.20
37.39
(2.99)
5,074.32

(0.39)

1091.09

1,687.39

6,165.41

Notes to reconciliations between Previous GAAP and Ind AS
a) Fair valuation of investments
Under previous GAAP, current investments were measured at lower of cost or fair value and long term investments were measured at
cost less diminution in value which is other than temporary. Under Ind AS, financial assets other than those valued at amortized cost are
measured at fair value.
Investment in Mutual Funds have been classified as fair value through statement of profit and loss and fair value changes are recognized
in the statement of profit and loss.
b) Fair valuation of forward contracts
Under previous GAAP, in relation to the forward contracts entered into, to hedge the foreign currency risk of the underlying outstanding
at the balance sheet date, the exchange difference is calculated and recorded in accordance with paragraphs 36 and 37 of AS 11. Under
Ind AS, the aforementioned forward contracts are fair valued through statement of profit and loss and fair value changes are recognized
in statement of profit and loss.
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c)

d)

e)

5

Dividend and tax on dividend
Under previous GAAP, dividend payable was recorded as a liability in the period to which it relates. Under Ind AS, dividend to holders
of equity instruments is recognised as a liability in the period in which the obligation to pay is established.
Effect of Consolidation of Employee welfare trusts
Under previous GAAP, Employee welfare trusts were not required to be consolidated considering that these trusts were constituted as
irrecoverable trusts. Under Ind AS all the employee welfare trusts have been consolidated.
Employee benefits
Under previous GAAP, actuarial gains and losses were recognized in the statement of profit and loss. Under Ind AS, the actuarial gains
and losses form part of remeasurement of net defined benefit liability/asset which is recognized in other comprehensive income in the
respective periods.

Financial Instruments
The carrying value of financial instruments by categories as of 31 December 2016 is as follows:
(` millions)

Particulars
Financial assets
Cash and cash equivalents
Bank balances other than cash and cash equivalents
Investments
Trade receivables
Loans and advances
Forward cover
Cash flow hedges
Other financial assets
Total

Derivative
Derivative
Fair value
instruments in instruments not
Amortised Cost
through profit
in Hedging
Hedging
or loss
relationship
relationship

Total

23,468.10
23,468.10

542.47
542.47

37.53
37.53

5,086.68
2,121.08
1,255.17
5,668.70
1,792.21
5,160.16
21,084.00

5,086.68
2,121.08
24,723.27
5,668.70
1,792.21
37.53
542.47
5,160.16
45,132.10

-

2.74
2.74

14.22
14.22

3,607.71
4,324.53
2,608.44
10,540.68

3,607.71
4,324.53
14.22
2.74
2,608.44
10,557.64

Financial liabilities
Borrowings
Trade payables
Forward cover
Cash flow hedges
Other financial liabilities
Total

The carrying value of financial instruments by categories as of 31 March 2016 is as follows:
Derivative
Derivative
Fair value
instruments in instruments not
Particulars
through profit
Amortised Cost
Hedging
in Hedging
or loss
relationship
relationship
Financial assets
3,926.03
Cash and cash equivalents
4,646.05
Bank balances other than cash and cash equivalents
19,967.75
1,255.17
Investments
6,529.69
Trade receivables
1,838.33
Loans and advances
105.56
Forward cover
386.61
Cash flow hedges
5,995.45
Other financial assets
19,967.75
386.61
105.56
24,190.72
Total

3,926.03
4,646.05
21,222.92
6,529.69
1,838.33
105.56
386.61
5,995.45
44,650.64

Financial liabilities
Borrowings
Trade payables
Forward cover
Cash flow hedges
Other financial liabilities
Total

3,113.99
4,525.14
95.63
6.36
4,344.71
12,085.83

-
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6.36
6.36

95.63
95.63

3,113.99
4,525.14
4,344.71
11,983.84

Total
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The carrying value of financial instruments by categories as of 1 April 2015 is as follows:
(` millions)
Derivative
Derivative
Fair value
instruments in instruments not
Particulars
through profit
Amortised Cost
Total
Hedging
in Hedging
or loss
relationship
relationship
Financial assets
4,043.49
4,043.49
Cash and cash equivalents
9,183.14
9,183.14
Bank balances other than cash and cash equivalents
14,644.76
- 14,644.76
Investments
6,305.84
6,305.84
Trade receivables
1,804.22
1,804.22
Loans and advances
98.60
98.60
Forward cover
272.81
272.81
Cash flow hedges
5,167.44
5,167.44
Other financial assets
14,644.76
272.81
98.60
26,504.13 41,520.30
Total

Financial liabilities
Borrowings
Trade payables
Forward cover
Cash flow hedges
Other financial liabilities
Total

-

11.74
11.74

123.89
123.89

4,343.75
4,063.60
3,947.04
12,354.39

4,343.75
4,063.60
123.89
11.74
3,947.04
12,490.02

Fair value hierarchy:

Particulars
Assets
Investments
Derivative instruments
Cash flow hedges
Forward cover
Liabilities
Derivative instruments
Cash flow hedges
Forward cover

As at 31 December 2016
Fair value measurements at reporting
Total
Level 1 Level 2 Level 3
23,468.10

23,468.10

As at 31 March 2016
Fair value measurements at reporting
Total
Level 1 Level 2 Level 3

-

-

19,967.75

19,967.75

As at 1 April 2015
Fair value measurements at reporting
Total
Level 1 Level 2 Level 3

-

-

14,644.76

14,644.76

-

-

542.47
37.53

-

542.47
37.53

-

386.61
105.56

-

386.61
105.56

-

272.81
98.60

-

272.81
98.60

-

2.74
14.22

-

2.74
14.22

-

6.36
95.63

-

6.36
95.63

-

11.74
123.89

-

11.74
123.89

-

6

During the quarter ended 30 June 2015, the Board of Directors of the Company and Msource (India) Private Limited had approved sale and
transfer of some contracts of the domestic BPO business, which is not a separate major line of the Group’s business and accordingly the
Group had entered into definitive agreements with Hinduja Global Solutions Limited and Karvy Data Management Services Limited for sale
of a portion of domestic BPO business as a going concern on slump sale basis for a lump sum consideration amounting to ` 170.00 millions
and ` 27.50 millions respectively. The Group had estimated losses of ` 23.78 millions (net of tax of ` 12.59 millions) arising on the
proposed sale and accounted for the same as an exceptional item. During the quarter ended 30 September 2015, the Competition
Commission of India had approved the transaction and the Group had complied with all the pre-conditions on 01 September 2015.

7

During the quarter ended 30 June 2015, the Group had formalized a plan to early exit / ramp down operations in respect of certain domestic
BPO contracts. On account of the proposed early closure of the said contracts, the management had provided for ` 92.04 millions (net of tax
of ` 48.67 millions) towards expected loss as an exceptional item.

8

The management had re-assessed the future profitability of long term revenue contract as at 31 March 2016 and accordingly provided for
` 316.28 millions (net of tax of ` 167.38 millions) towards expected loss as an exceptional item during the year ended 31 March 2016. The
loss incurred during the nine months ended 31 December 2016 under this contract has been adjusted against the said provision.

9

Pursuant to the Share Purchase Agreement executed on 4 April 2016, Hewlett Packard Enterprise Company the erstwhile ultimate holding
company has transferred its entire stake in the Company to Marble II Pte. Limited a company in Blackstone group. Further, Marble II Pte.
Limited, has acquired 2,178 Equity Shares, from the Public Shareholders, under the Open Offer as per the SEBI (Substantial Acquisition of
Shares and Takeovers) Regulations, 2011. The shareholding of the Marble II Pte. Limited, post the acquisition and Open Offer, is
127,108,444 equity shares representing 60.47% of the paid up equity share capital of the Company. Further to the above, the Group forms
part of Blackstone group of companies.

10 During the quarter ended 30 September 2016, the transfer of control from Hewlett Packard Enterprise Company to Blackstone group has
resulted in accelerated vesting of unvested employee stock options and employee bonus, accordingly the Group has provided for deferred
employee compensation cost on an accelerated basis over the remaining vesting period amounting to ` 58.52 millions (net of tax of ` 33.03
millions) and has accounted the same as exceptional item.
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11 The Board of Directors, in its meeting held on 27 September 2016 has proposed the final dividend of ` 20 per share for the year ended 31
March 2016 and the same has been approved in the Annual General Meeting held on 4 November 2016.
12 Contingent liabilities
The Group has received assessment orders for the financial years ended 31 March 2003, 31 March 2005, 31 March 2007, 31 March 2008, 31
March 2009, 31 March 2010, 31 March 2011 and 31 March 2012, wherein certain adjustments in respect of transfer pricing under Section
92CA of the Income Tax Act, 1961 have been made to the taxable income and demand orders for ` 2,075.00 millions (31 March 2016:
` 2,074.77 millions) have been raised on the Group. The above demands are disputed by the management and the Group has filed appeals
against the aforesaid orders with appellate authorities. The management is of the view that the prices determined by it are at arm’s length and
is confident that the demands raised by the assessing officer are not tenable under law. Pending outcome of the aforesaid matters under
litigation, no provision has been made in the books of account for the above mentioned tax demands.
Other claims against the Group not acknowledged as debts amounting to ` 5,799.54 millions (31 March 2016: ` 5,588.43 millions) net of
bank guarantees aggregating to ` 6,661.95 millions (31 March 2016: ` 6,661.95 millions). The management, basis internal evaluation and
legal opinion is of the view that these demands are not tenable.
Other outstanding bank guarantees as at 31 December 2016: ` 764.60 millions (31 March 2016: ` 791.51 millions) including those furnished
on account of jointly controlled operations ` 99.35 millions (31 March 2016: ` 99.35 millions) and customs authorities aggregating to `
44.41 millions (31 March 2016: ` 48.91 millions).
The Group has received claims from certain customers / vendors. Management is of the view that these claims are not tenable and is taking
appropriate action in this regard. It is not practical for the Group to estimate the amounts.
The Group has issued performance guarantees to certain clients for executed contracts. It is not practical for the Group to estimate the
amounts.
13 Segment reporting
The Group has identified Banking and Capital Market, Insurance, Information Technology, Communication and Entertainment and
Emerging Industries as primary business segments of the Group.
The accounting policies consistently used in preparation of the financial statements are also applied to record revenue and expenditure in
individual segments. Assets, liabilities, revenues and direct expenses in relation to segments are categorised based on items that are
individually identifiable to that segment, while other items, wherever allocable, are apportioned to the segments on an appropriate basis.
Certain items are not specifically allocable to individual segments as the underlying services are used interchangeably. The Group, therefore
believes that it is not practical to provide segment disclosures relating to such items, and accordingly such items are separately disclosed as
‘unallocated’.
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Primary segment information

(` millions)

Quarter
ended
31 December
2016

Quarter
ended
31 December
2015

Nine months
ended
31 December
2016

Nine months
ended
31 December
2015

Banking and Capital Market

7,419.74

7,506.54

22,334.38

21,378.62

Insurance

2,274.55

2,368.62

6,739.80

7,016.41

Information Technology, Communication and Entertainment

1,473.92

1,511.14

4,456.62

5,621.12

Emerging Industries

3,986.27

3,719.10

11,711.00

11,486.20

Segment revenue

Unallocated - Hedge

206.55

45.36

462.46

146.28

15,361.03

15,150.76

45,704.26

45,648.63

1,650.66

1,560.04

5,252.46

3,957.04

595.59

499.85

1,568.69

1,630.17

Segment result *
Banking and Capital Market
Insurance

467.46

506.28

1,400.34

1,682.84

Emerging Industries

1,234.86

1,130.91

3,729.52

3,849.95

Unallocated - Hedge

206.55

45.36

462.46

146.28

4,155.12

3,742.44

12,413.47

11,266.28

96.06

150.92

382.40

581.51

Finance costs

(22.52)

(52.76)

(121.47)

(195.07)

Other income

520.79

217.59

1,518.77

834.62

(1,890.15)

(1,731.31)

(5,576.77)

(5,447.56)

2,859.30

2,326.88

8,616.40

7,039.78

815.76

639.10

2,422.17

1,965.46

2,043.54

1,687.78

6,194.23

5,074.32

31 December 2016

31 March 2016

Banking and Capital Market

8,988.37

10,302.27

Insurance
Information Technology, Communication and Entertainment

2,269.45

2,649.90

1,570.30

1,926.45

Information Technology, Communication and Entertainment

Interest income

Other unallocable expenditure *
Profit before taxation
Income taxes
Profit after taxation
* includes exceptional item.

Segment assets

Emerging Industries

3,922.01

4,283.15

62,436.29

59,812.27

79,186.42

78,974.04

Banking and Capital Market

4,597.08

4,872.53

Insurance

1,693.66

1,897.14

881.37

1,128.61

2,217.51

2,300.89

Unallocated
Segment liabilities

Information Technology, Communication and Entertainment
Emerging Industries
Unallocated

5,356.35

6,060.12

14,745.97

16,259.29

4,391.29

5,429.74

575.79

752.76

Capital employed
Banking and Capital Market
Insurance
Information Technology, Communication and Entertainment
Emerging Industries
Unallocated
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688.93

797.84

1,704.50

1,982.26

57,079.94

53,752.15

64,440.45

62,714.75
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14 The comparatives given in condensed consolidated financial statement has been compiled after making necessary Ind AS adjustments to the
respective audited financial statements under previous GAAP to give a true and fair view in accordance with Ind AS.

As per our report of even date.

For S.R. BATLIBOI & ASSOCIATES LLP
Chartered Accountants
ICAI Firm registration number: 101049W/E300004

For and on behalf of the Board of Directors

per Adarsh Ranka
Partner
Membership No. 209567

Nitin Rakesh
Chief Executive Officer

Narayanan Kumar
Director

V. Suryanarayanan
Executive Vice President &
Chief Financial Officer

A. Sivaram Nair
Executive Vice President, Company Secretary
General Counsel & Ethics Officer

Bengaluru
31 January 2017

Bengaluru
31 January 2017

21

