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NOTICE TO INVESTORS

Our Company has furnished and accepts full respiitgifor the information contained in this Placent Document and
to the best of its knowledge and belief, having enall reasonable enquiries, our Company confirmas tthis Placement
Document contains all information with respect to @ompany and the Equity Shares which is materitthe context of
this Issue. The statements contained in this Plane@ocument relating to our Company and to theit¢ghares are, in
every material respect, true and accurate and mgleading. The opinions and intentions expressethig Placement
Document with regard to our Company and the Eggligres are honestly held, are reached after comsidal relevant
circumstances, are based on information presentyjladble to our Company and are based on reasoreaisiemptions.
There are no other facts in relation to our Compamy the Equity Shares, the omission of which woinldhe context of
the Issue, make any statement in this Placementrest misleading in any material respect. Furthirreasonable
enquiries have been made by our Company to astestiegh facts and to verify the accuracy of all sidbrmation and
statements.

Neither the Book Runners nor any of their respectivembers, employees, counsel, officers, directefgesentative,
agent or affiliate makes any express or impliedegegntation, warranty or undertaking, and no resipdity or liability is
accepted by the Book Runners as to the accuracgoompleteness of the information contained in thisc®ment
Document or any other information supplied in cattiom with the Equity Shares. Each person receitimg Placement
Document acknowledges that such person has netireti the Book Runners nor on any person affiliatgd the Book
Runners in connection with its investigation of H#eeuracy of such information or its investmentisiea, and each such
person must rely on its own examination of our Campand the merits and risks involved in investimghe Equity
Shares pursuant to this Issue. Centrum Capitaltedrand our Company have a common director. Fyritheompliance
with the proviso to regulation 21A(1) and explaoat{iii) to regulation 21A(1) of SEBI (Merchant Biaars) Regulations,
1992, read with Regulation 110 and Schedule XXhef $EBI (ICDR) Regulations, Centrum Capital Limiteduld be
involved only in the marketing of the Issue.

No person is authorised to give any informationicomake any representation not contained in thasdthent Document
and any information or representation not so coethimust not be relied upon as having been autitbbig or on behalf
of our Company or the Book Runners. The deliventhi$ Placement Document at any time does not intipdy the
information contained in it is correct as at amydisubsequent to its date.

The Equity Shares have not been approved, sdipproved or recommended by any regulatory abbrity in
any jurisdiction. No authority has passed on or endrsed the merits of this Issue or the accuracy ordequacy of this
Placement Document. The Equity Shares have not beeapproved, disapproved or recommended by the U.S.
Securities and Exchange Commission, any state settigs commission in the United States or the secties
commission of any non-U.S. jurisdiction or any othe U.S. or non U.S. regulatory authority. None of tlese
authorities has passed on or endorsed the merits dhis Issue or the accuracy or adequacy of this Ptament
Document. Any representation to the contrary is a iiminal offence in the United States and may be arieninal
offence in other jurisdictions.

The distribution of this Placement Document andissee of the Equity Shares in certain jurisdictiomay be restricted by
law. As such, this Placement Document does nottitotess and may not be used for or in connectiothwan offer or
solicitation by anyone in any jurisdiction in whishich offer or solicitation is not authorised omtty person to whom it is
unlawful to make such offer or solicitation. In peular, no action has been taken by our Companh@mBook Runners
which would permit an offering of the Equity Shamsdistribution of this Placement Document in gmysdiction, other
than India, where action for that purpose is rezplidccordingly, the Equity Shares may not be effleor sold, directly or
indirectly, and neither this Placement Document aiwy offering material in connection with the Equ&hares may be
distributed or published in or from any other caunor jurisdiction except under circumstances afl vésult in
compliance with any applicable rules and regulatiohsuch country or jurisdiction.

In making an investment decision, prospective itorssmust rely on their own examination of our Camypand the terms
of this Issue, including the merits and risks imaal Investors should not construe the contents of thiPlacement
Document as legal, business, tax, accounting or iestment advice.lnvestors should consult their own counsel and
advisors as to business, legal, tax, accountingrelated matters concerning this Issue. In additi@ither our Company
nor the Book Runners are making any representatiamy offeree or purchaser of the Equity Shargarding the legality
of an investment in the Equity Shares by such effesr purchaser under applicable legal, investraestmilar laws or
regulations. Each purchaser of the Equity Sharésisnssue is deemed to have acknowledged, reteband agreed that
it is eligible to invest in India and in our Compyannder Chapter VIII of the SEBI (ICDR) Regulatioagsd is not
prohibited by SEBI or any other regulatory authoiit India or abroad from buying, selling or degliim securities. Each
purchaser of Equity Shares in this Issue also agladges that it has been afforded an opportunitsetpuest from our
Company and review information relating to our Campand the Equity Shares.

The information on our websites www.primefocuswartan www.pflplc.com or on the website of the Book Rars)
does not constitute nor form part of this PlacenBdument.
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This Placement Document contains summaries of inetéams of certain documents, which summariesqaadified in
their entirety by the terms and conditions of sdohuments.

The distribution of this Placement Document ordiselosure of its contents without the prior conis#frour Company, to
any person other than QIBs and persons retaine@IBg to advise them with respect to their purchaéhe Equity
Shares is unauthorized and prohibited. Each prdispaovestor, by accepting delivery of this PlaeinDocument agrees
to observe restrictions contained in the PlacerDammument, and to make no copies of this PlacemecuBent or any
documents referred to in this Placement Document.



REPRESENTATIONS BY INVESTORS

All references to ‘you’ in this section are to thespective investors in the Issue. By biddingdnd subscribing to any
Equity Shares under the Issue, you are deemedviorepresented and warranted to our Company anddbk Runners,
and acknowledged and agreed as follows:

you are a QIB as defined in Regulation 2 (1) (zéi)the SEBI (ICDR) Regulations, have a valid andsgrg

registration under applicable laws in India, anddertake to acquire, hold, manage or dispose ofeaujty Shares
that are allocated to you for the purposes of ymusiness in accordance with Chapter VIII of the SEBDR)

Regulations;

if you are a resident in any country other tharidnthat you are permitted by all applicable lawstquire the Equity
Shares;

if you are Allotted Equity Shares pursuant to tksuk, you shall not, for a period of one year frivm date of
Allotment, sell the Equity Shares so acquired ekoepthe Stock Exchanges;

you are aware that the Equity Shares have not aedrwill not be registered under the SEBI (ICDRp#&ations or

under any other law for the time being in forcéridia. This Placement Document has not been vdrdreaffirmed by

SEBI or the Stock Exchanges and will not be fileithwthe Registrar of Companies. This PreliminaryacBment

Document will be filed with the Stock Exchangesg dine Placement Document will be filed with theckt&xchanges
and with SEBI for record purposes only and will displayed on the websites of our Company and tlekSt
Exchanges;

You are entitled to subscribe for the Equity Shaneder the laws of all relevant jurisdictions whigbply to you and
that you have fully observed such laws and obtaaiksuch governmental and other consents in easé which may
be required thereunder and complied with all neamgsformalities

you are entitled to acquire the Equity Shares utttketaws of all relevant jurisdictions and thatiymave all necessary
capacity and have obtained all necessary consedtaathorities to enable you to commit to this ipgoration in the
Issue and to perform your obligations in relatibereto (including, without limitation, in the caséany person on
whose behalf you are acting, all necessary consamtsauthorities to agree to the terms set ouefarned to in the
Placement Document) and will honor such obligations

you confirm that, either (i) you have not partidg@h in or attended any investor meetings or prasiens by our
Company or its agents Company Presentation®) with regard to our Company or the Issue in thsexnce of the
Book Runners; or (ii) if you have participated in attended any Company Presentations: (a) you stadat and
acknowledge that the Book Runners may not have ladge of the statements that our Company or ountageay
have made at such Company Presentations and aedotieeunable to determine whether the informapoovided to

you at such Company Presentations may have incladgdnaterial misstatements or omissions, and,rdealy, you

acknowledge that the Book Runners have advisechgotio rely in any way on any information that waevided to

you at such Company Presentations, and (b) confiaf) to the best of your knowledge, you have re&rbprovided
any material information that was not publicly dahbie;

neither our Company nor the Book Runners are ma&imgrecommendations to you nor advising you itiggrthe
suitability of any transactions it may enter intoconnection with the Issue and that participaiiothe Issue is on the
basis that you are not and will not be a clienttef Book Runners and that the Book Runners havduties or
responsibilities to you for providing the protecisoafforded to their clients or customers or fasviding advice in
relation to the Issue and are in no way actingfidiciary capacity;

all statements other than statements of tiistio fact included in the Placement Documéntluding, without
limitation, those regarding the Company’s finangaesition, business strategy, plans and objestivgE management
for future operations (including development nglaand objectives relating to our business), are/drd-looking
statements. Such forward-looking statements irevddmown and unknown risks, uncertainties and otimgortant
factors that could cause actual results to batenally different from future results, pamhance or
achievements expressed or implied by such forwaollthg statements. Such forward-looking statemearngsbased
on numerous assumptions regarding our Companysepteand future business strategies and environimemtich
we will operate in the future. You should not placelue reliance on forward-looking statements, tisigeak only as
at the date of the Placement Document. We assunmesponsibility to update any of the forward-loakistatements
contained in the Placement Document;

you are aware and understand that the Equity Slaieebeing offered only to QIBs and are not beiffgred to the
general public and the Allotment of the same shalbn a discretionary basis. You are aware thaiuf together with
any other QIBs belonging to the same group or undermon control, are Allotted more than 5% of thlgiey Shares
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in this Issue, our Company shall be required taldse the name of such Allottees and the numbé&qoity Shares
Allotted to them on the website of the Stock Exdem

you have made, or been deemed to have made, axalybpl the representations set forth und&rahsfer
Restriction$ of this Placement Document;

you have been provided a serially numbered copthisf Placement Document and have read and unddrshao
Placement Document in its entirety;

that in making your investment decision, (i) yowéaelied on your own examination of our Compang #re terms
of the Issue, including the merits and risks inealy (i) you have made and will continue to makeiryown
assessment of our Company, the Equity Shares antktins of the Issue based on such informatiors gaiblicly
available, (iii) you have relied upon your own istigations and resources in deciding to invesheEquity Shares;
(iv) you have consulted your own independent adsisar otherwise have satisfied yourself concernivithout
limitation, the effects of local laws and taxatiortters, (v) you have relied solely on the inforiorattontained in the
Placement Document and no other disclosure or septation by our Company or any other party angy@u have
received all information that you believe is neeggor appropriate in order to make an investmentsion in respect
of our Company and the Equity Shares;

you have such knowledge and experience in finaragidl business matters as to be capable of evajudtenmerits
and risks of the investment in the Equity Shares you and any accounts for which you are subsdaitinve Equity
Shares (i) are each able to bear the economiofithe investment in the Equity Shares, (ii)llwiot look to our
Company and/or the Book Runners for compensatioalf@r part of any such loss or losses that magudfered, (iii)
are able to sustain a complete loss on the investmeahe Equity Shares, (iv) have no need foridiy with respect
to the investment in the Equity Shares, and (vehay reason to anticipate any change in your dr gdireumstances,
financial or otherwise, which may cause or reqaing sale or distribution by you or them of all aygoart of the
Equity Shares;

the Book Runners have not provided you with anyadxice or otherwise made any representations degathe tax
consequences of the Equity Shares (including, butimited to, the Issue and the use of the prosdexn the Equity
Shares). You will obtain your own independent tdxiee and will not rely upon the Book Runners wiesaluating
the tax consequences in relation to the Equity &hdincluding, but not limited to, the Issue and tise of the
proceeds from the Equity Shares). You waive andeagpt to assert any claim against the Book Runmithsrespect
to the tax aspect of the Equity Shares or as dtrefsany tax audits by tax authorities, whereviarated,;

that where you are acquiring the Equity Share®f@ or more managed accounts, you represent amdnénat you
are authorised in writing, by each such managedwatdo acquire the Equity Shares for each suchagesh account
and to make (and you hereby make) the represemsatigarranties, acknowledgments and agreementstereand

on behalf of each such account, reading the redertm“you” to include such accounts;

you are not a part of the Promoters and Promoteugand are not a person related to the Promoiel$2eomoter
Group, or group of companies thereof either diyeotlindirectly and your Application does not difgcr indirectly
represent the Promoters or Promoter Group or pgrsoentities related to the Promoters or Prom@teup or to any
group company;

you have no rights under a shareholders agreemmeniting agreement with the Promoters and PromGteup or
persons related to the Promoters and Promoter Grotie group companies of any of them, no vetbtsi@r right to
appoint any nominee director on the Board of Doexbf our Company other than the rights acquirethé capacity
of a lender, not holding any equity shares of oam@any, which shall not be deemed to be a perdateceto the
Promoter and Promoter Group or the group companfiaay of them;

you will have no right to withdraw your Applicatiafter the Issue Closing Date;

you are eligible to apply for and hold Equity Shathat may be Allotted to you pursuant to this ésand together
with any Equity Shares of our Company held by ydarpgo the Issue. You further confirm that youlding upon the
issue of the Equity Shares shall not exceed thel [@rmissible as per any applicable regulation;

the Equity Shares will, when issued, be creditedulg paid up and will rankpari passuin all respects with the
existing issued Equity Shares of par value of Reef share in the capital of our Company, including right to

receive all dividends and other distributions deszia made or paid in respect of equity shares ofGampany after
the date of issue of the Equity Shares under theels

you confirm that the Applications made by you woulot eventually result in triggering an offer undee SEBI
(Substantial Acquisition of Shares and TakeoveegjuRations, 1997, as amended (tlhaKeover Code);
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to the best of your knowledge and belief togethith wther QIBs in the Issue that belong to the sgmuaip or are
under common control as you, the allotment undemittesent Issue shall not exceed 50% of the sitleedifssue. For
the purposes of this statement:

a. the expression “belongsto the same jrahall derive meaning from the concept‘@ompanies under the
same group” as provided in sub-section (11) ofiBr@&72 of the Companies Act.

b. “control” shall have the same meaning assgned to it by clause (c) of Regulation 2 of Tlakeover Code.

you shall not undertake any trade in the Equityr&haredited to your depository participant accawniil such time
that the final listing and trading approval for thquity Shares is issued by the Stock Exchangesuatidthe date
from which the Equity Shares are made availabléréating by the Stock Exchanges;

you are aware that applications have been madeetdStock Exchanges for in-principle approval fatifig and
admission of the Equity Shares to trading on theclStExchanges and that the application for listamgl trading
approvals will be made only after the Allotmentthé Equity Shares in the Issue, and there can kessgrance that
such final approval will be obtained on time okt

you are aware and understand that the Book Rumidirbave entered into an Agreement with our Compéthe
“Placement Agreement”) whereby the Book Runnersehaubject to the satisfaction of certain condiimet out
therein, undertaken severally, and not jointlyanily and severally, to use their reasonable evol@a as agent of the
Company to seek to procure investors for the Edsiitgres;

that the contents of this Placement Document actusixely the responsibility of the Company andtthaither the
Book Runners nor any person acting on their belialiny, has or shall have any liability for anyfarmation,
representation or statement contained in this Faoé Document or any information previously puldidiby or on
behalf of the Company and will not be liable foruyalecision to participate in the Issue based gniaformation,
representation or statement contained in this Flaoé Document or otherwise. By accepting a padiddm in this
Issue, you agree to the same and confirm that yawe meither received nor relied on any other inftiom,
representation, warranty or statement made by dretralf of the Book Runners or the Company or ahgroperson
and neither the Book Runners nor the Company ngrogher person will be liable for your decisionparticipate in
the Issue based on any other information, repradent warranty or statement that you may have iodth or
received,;

that the only information you are entitled to rely and on which you have relied in committing yelfrto acquire the
Equity Shares is contained in this Placement Doctijrseich information being all that you deem neagsto make
an investment decision in respect of the Equityr&hand that you have neither received nor reliedarmy other
information given or representations, warrantiestatements made by the Book Runners or the Comfiaciyding
any view, statement, opinion or representationribisted by the Book Runners or their affiliates awy view,
statement, opinion or representation expressedniystaff (including research staff) of the Book Rars or their
affiliates) or the Company and neither the Book iers nor the Company will be liable for your demisto accept an
invitation to participate in the Issue based on atiner information, representation, warranty otesteent;

The Equity Shares have not been approved, disapgrov recommended by the U.S. Securities and Exghan
Commission, any state securities commission inUnéed States or the securities commission of aog-d.S.
jurisdiction or any other U.S. or non U.S. regutgtauthority. None of these authorities has passedr endorsed the
merits of this Issue or the accuracy or adequadpisfPlacement Document. Any representation tocthdrary is a
criminal offence in the United States and may leeiminal offence in other jurisdictions.

you are purchasing the Equity Shares in an offshraresaction meeting the requirements of the RQR &d 904 of
Regulation S. You understand that the Equity Shaa®e not been and will not be registered undeSewurities Act
or with any security Regulatory Authority or anyafat of the United States and accordingly may naiffexed or sold
within the United States except pursuant to an gutiem from the registration requirements of the (Biies Act and
in compliance with the applicable U.S. state sd¢i@srilaws or in a transaction not subject to thgisteation
requirements under the Securities Act.

you agree to indemnify and hold the Company andBbek Runners harmless from any and all costsmdai
liabilities and expenses (including legal fees amgenses) arising out of or in connection with &ngach of the
representations and warranties in this section. &gnee that the indemnity set forth in this secsball survive the
resale of the Equity Shares by or on behalf oinlamaged accounts;

that the Company, the Book Runners, their affisat@d others will rely on the truth and accuracyhef foregoing
representations, warranties, acknowledgements addrtakings which are given to the Book Runnerghair own
behalf and on behalf of the Company and are irrableg
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that you are eligible to invest in India under aggdble law, including the Foreign Exchange Manag#ni€ransfer or
Issue of Security by Person Resident Outside Indegulations, 2000, as amended from time to timd, lmve not
been prohibited by SEBI from buying, selling oalileg in securities; and

you understand that the Book Runners have no dldigéo purchase or acquire all or any part of Hugiity Shares
purchased by you in the Issue or to support arseloslirectly or indirectly sustained or incurredybw for any reason
whatsoever in connection with the Issue, includman-performance by the Company of any of its retspec
obligations or any breach of any representationsasranties by the Company, whether to you or otfse;

that you are a sophisticated investor who is seetanpurchase the Equity Shares for your own imaest and not
with a view to distribution. In particular you aakmledge that , (i) an investment in the Equity ®sanvolves a high
degree of risk and that the Equity Shares areetber, a speculative investment, (ii) you haveisigifit knowledge,
sophistication and experience in financial and fess matters so as to be capable of evaluatingiéiéss and risks of
the purchase of the Equity Shares, and (iii) yoel experienced in investing in private placementdaations of
securities of companies in a similar stage of dgwslent and in similar jurisdictions and have suobvdedge and
experience in financial, business and investmergtears that you are capable of evaluating the mariid risks of
your investment in the Equity Shares;

any dispute arising in connection with this Issuk e governed by and construed in accordance thighlaws of the
Republic of India and the courts at Mumbai, Indialshave exclusive jurisdiction to settle any disgs which may
arise out of or in connection with this PlacementDment; and

that each of the representations, warranties, adleaigements and undertakings set out above shatihee to be true
and accurate at all times upto and including tHetAlent of the Equity Shares.



OFFSHORE DERIVATIVE INSTRUMENTS

Subject to compliance with all applicable Indian lavs, rules, regulations, guidelines and approvals iterms of
Regulation 15A(1) of the SEBI (Foreign Institutionad Investors) Regulations, 1995, as amended, an FdF its sub-
account may issue, deal or hold, offshore derivatévinstruments such as participatory notes, equityihked notes or
any other similar instruments against underlying seurities (all such offshore derivative instrumentsare referred to

herein as “P-Notes” or “Participatory Notes”) listed or proposed to be listed on any stock exchange india only in

favor of those entities which are regulated by apppriate regulatory authorities in the countries of their

incorporation or establishment subject to compliane with “Know Your Customer” requirements. An Fll or its sub-
account shall also ensure that no further downstrea issue or transfer of any instrument referred to &ove is made
to any person other than a regulated entity. P-Nothave not been and are not being offered or soldisuant to this

Placement Document. This Placement Document doestrmmontain any information concerning P-Notes, inclding,

without limitation, any information regarding any r isk factors relating thereto.

Any P-Notes that may be issued are not the secugs of the Company and do not constitute any obligain of,
claims on or interests in the Company. The Companis not participating in any offer of any P-Notes, o in the
establishment of the terms of any P-Notes, or in thpreparation of any disclosure relating to the P-Ntes. Any P-
Notes that may be offered are issued by, and are ghsole obligations of, third parties that are unredted to the
Company. The Company does not make any recommendati as to any investment in P-Notes and does not apt
any responsibility whatsoever in connection with te P-Notes. Any P-Notes that may be issued are nacsrities of
the Book Runners and do not constitute any obligatins or claims on the Book Runners. Fll affiliates bthe Book
Runners may purchase, to the extent permissible urd law, Equity Shares in the Issue, and may issue-IRotes in
respect thereof.

Prospective investors interested in purchasing ang-notes have the responsibility to obtain adequatdisclosures as
to the issuer(s) of such p-notes and the terms arzbnditions of any such p-notes. Neither SEBI nor another

regulatory authority has reviewed or approved any pnotes or any disclosure related thereto. Prospeeg investors
are urged to consult with their own financial, legd accounting and tax advisors regarding any contepiated

investment in p-notes, including whether p-notes arissued in compliance with applicable laws and regations.



DISCLAIMER CLAUSE OF THE STOCK EXCHANGES

As required, a copy of this Placement Documeneiad submitted to the Stock Exchanges. The Stoah&mnges do not
in any manner:

1. warrant, certify or endorse the correctness or ¢erapess of any of the contents of this Placemecubhent;
2. warrant that the Company’s Equity Shares will ls&elil or will continue to be listed on the Stock Exuges; or

3. take any responsibility for the financial or otlsEundness of the Company, its Promoters and ProrGotrip,
its management or any scheme or project of the @om@and

it should not for any reason be deemed or constim@sean that is Placement Document has been dleargpproved by
the Stock Exchanges. Every person who desiresply & or otherwise acquire any securities of @@mpany may do so
pursuant to an independent inquiry, investigatiod analysis and shall not have any claim agairstStock Exchanges
whatsoever by reason of any loss which may be mdfédy such person consequent to or in connectiin such
subscription/acquisition whether by reason of aimghstated or omitted to be stated herein or foy ather reason
whatsoever.



ENFORCEMENT OF CIVIL LIABILITIES

The Company is a limited liability company incorpted under the laws of India. All of the Comparisectors and key
managerial personnel named herein are residentisdaf and a substantial portion of assets of then@my and such
persons are located in India. As a result, it maylifficult for investors to affect service of pess upon the Company or
such persons outside India or to enforce judgmebtsined against such parties outside India. Fuyrtheder the
Placement Document, exclusive jurisdiction has lmmerferred on the Courts in Mumbai, India.

Recognition and enforcement of foreign judgmentgrisvided for under Section(s) 13 and 44A of thed€of Civil
Procedure, 1908 (theCivil Code”) on a statutory basis. Section 13 of the CivildEgrovides that a foreign judgment
shall be conclusive regarding any matter direatipdicated upon except: (i) where the judgmentrwsbeen pronounced
by a court of competent jurisdiction; (ii) whereetfjudgment has not been given on the merits ot#se; (iii) where it
appears on the face of the proceedings that ttganjadt is founded on an incorrect view of internagidaw or a refusal to
recognize the law of India in cases in which swh is applicable; (iv) where the proceedings inalihthe judgment was
obtained were opposed to natural justice; (v) wileegudgment has been obtained by fraud, andafvére the judgment
sustains a claim founded on a breach of any laferte in India.

Under the Civil Code, a court in India shall, upbe production of any document purporting to beedifted copy of a
foreign judgment, presume that the judgment wasquoced by a court of competent jurisdiction, usildge contrary
appears on record.

India is not a party to any international treatyetation to the recognition or enforcement of fgrejudgments. However,
Section 44A of the Civil Code provides that wher®oreign judgment has been rendered by a supeoiort avithin the
meaning of that Section, in any country or tergitoutside India which the Government has by naitfn declared to be
a reciprocating territory, it may be enforced idilnby proceedings in execution as if the judgntextt been rendered by
the relevant court in India. It may be noted thettidn 44A of the Civil Code is applicable onlyrtmnetary decrees not
being in the nature of any amounts payable in mspietaxes or other charges of a like nature arespect of a fine or
other penalties and does not include arbitratioards:

The United Kingdom, Singapore and Hong Kong hawenldeclared by the Government to be a reciproc&timgory for
the purposes of Section 44 A of the Civil Code thiet United States has not been so declared. A jadgof a court in a
jurisdiction which is not a reciprocating territorgay be enforced only by a fresh suit upon the fuelgt and not by
proceedings in execution. Such suit must be fitedhdia within three years from the date of thegjnt in the same
manner as any other suit filed to enforce a ciability in India. Execution of a judgment or repation outside India of
any amounts received is subject to the approvah®fReserve bank of India. It is unlikely that aitdan India would
award damages on the same basis as a foreignitaurtaction is brought in India. Furthermore, stunlikely that an
Indian court would enforce foreign judgments iviewed the amount of damages awarded as excessimeansistent
with public policy or that the court pronouncingetfjudgment is not a court of competent jurisdictiGurther, any
judgment or award in a foreign currency would bevasted into Rupees on the date of such judgmeatvard and not on
the date of payment. A party seeking to enforceraifin judgment in India is required to obtain ap@l from the RBI to
repatriate outside India any amount recovered anydsach amount may be subject to income tax in raece with
applicable laws.
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PRESENTATION OF FINANCIAL DATA AND OTHER INFORMATIO N

The Company is an Indian listed company and prepiseinancial statements in accordance with IndiAAP and in

compliance with the Companies Act. There are charigethe presentation of financial information umbéd in the
Placement Document if compared to the presentai@hdisclosures the Company has reported as d kstepany in
India. This generally involves changes in the dption and classification of certain amounts fromoege shown in the
Indian GAAP financial statements prepared and mprteseto the shareholders of the Company and regpdiiethe

Company as a listed company.

Unless otherwise indicated, all financial data his tPlacement Document are derived from the Comipar@jormatted
consolidated and unconsolidated financial statesnastat and for the years ended March 31, 2010¢Hvait, 2009 and
March 31, 2008.

The reformatted consolidated financial statemerit®uw Company and its subsidiaries and unconsddidinancial
statements of our Company as of and for the firmdn@ars ended March 31, 2010, March 31, 2009 aactiv31, 2008,
included in this Placement Document (collectiveéhg “Reformatted Financial Statements”), have b®dracted from the
audited consolidated and unconsolidated finant@éments, which have been prepared in accordaiticénglian GAAP,
the relevant provisions of the Companies Act ardabcounting standards prescribed by the ICAlL.amdsAAP differs
significantly in certain respects from IFRS and G8AP. The Company does not provide a reconciliatbits financial
statements to IFRS or US GAAP financial statemeAtso see the section titledRfsk Factors in this Placement
Document. The audited consolidated and unconsetidéinancial statements as of and for the yeade@érMarch 31,
2010 and March 31, 2009 have been audited by BaRiboi & Associates, Chartered Accountants, the Company’s
independent statutory auditor. The financial steiets as of and for the year ended March 31, 2@38audited by M/s V.
Shivkumar & Associates. The unaudited unconsolilditgancial statements as of and for the three mpetriod ended
June 30, 2010 in respect of which a limited revieas been undertaken by the Company’s auditoexdéordance with
Standard on Review Engagement (SRE) 2410, Revielmtefim Financial Information Performed by the ép&ndent
Auditor of the Entity issued by the Institute of &tered Accountants of Indiare included in this Placement Document
and are referred to herein under section titlEthdncial Statements” The Reformatted Financial Statements included
elsewhere in this Placement Document are publisheRupees in Million, unless otherwise stated.Tigfrmatting
generally involves changes in the description dadsification of certain amounts from those showiour Indian GAAP
financial statements prepared and presented tosloareholders and reported by us as a listed compégither the
information set forth in our financial statements the format in which it is presented should baméd as comparable to
information prepared in accordance with IFRS or angounting principles other than principles spedifin the Indian
Accounting Standards.

The Company’s fiscal year commences on April 1 afheyear and ends on March 31 of the succeeding geaall
references to a fiscal year are to the 12 montiogpg@nded on March 31 of that year. Unless otherwiated, references in
this Placement Document to a particular year atbdéaalendar year ended on December 31.

In this Placement Document, certain monetary anwobtaie been subjected to rounding off adjustmextsordingly,
figures shown as totals in certain tables may eadtarithmetic aggregation of the figures whiokcpde them.

In this Placement Document, references to “USD”, &fid “U.S. dollars” are to the legal currency bétUnited States,
references to “CAD”, “Canadian dollars” are to thgal currency of Canada, references to “GBP” &idate references
to the legal currency of Great Britain, and refeesnto “Rs.”, “INR” and “Rupees” are to the legal@ency of India.

In this Placement Document, unless the contettieravise indicates or implies, references “ymu,” “offeree,”
“purchaser,” “subscriber,” “recipient,” “investors&ind “potential investor” is to the prospective @stors in this Issue,
references to “Prime Focus Limited”, the “Company'the “Issuer” are to Prime Focus Limited; anderefces to “Prime
Focus Group”, “Group”, “Our”, “Us” or “We” are tche Prime Focus group of companies including Primeus Limited,
its subsidiaries and associates. References inPlaisement Document to “India” are to the Republidndia and the

“Government” are to the Government of India, cdrarsstate, as applicable.
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INDUSTRY AND MARKET DATA

Information regarding market, market position, gttowates and other industry data pertaining to @wmpany’s

businesses contained in this Placement Documerdisterof estimates based on data reports compilegolsernment

bodies, professional organizations and analysts ftam other external sources and the Companyswvledge of the

markets in which it competes. In some cases thereoi readily available external information (whetfimm trade

associations, government bodies or other organizsitito validate market-related analyses and etBnaequiring the
Company to rely on internally developed estimat®hile the Company has compiled, extracted and thpred market or
other industry data from external sources, inclgdhird parties or industry or general publicatiot® Company and the
Book Runners have not independently verified tleahdindustry publications generally state thatitii@ermation that they
contain has been obtained from sources believde tieeliable but that the accuracy and completeofefsat information

is not guaranteed. Similarly, internal surveys,ustdy forecasts, and market research, while beliggebe reliable, have
not been independently verified, and neither then@any nor the Book Runners makes any representagarding the

accuracy of such data.

The Company takes responsibility for accuratelyodpcing such information but, subject to the restitence, accepts no
further responsibility in respect of such inforroatior data. The Company confirms that all suchrimftion has been
accurately and correctly reproduced and that asdathe Company is aware, and is able to ascdr@im information
published by third parties, no facts have been tedhitvhich would render the reproduced informatinacturate or
misleading. Similarly, while the Company believes internal estimates to be reasonable, such gssnieve not been
verified by any independent sources and the Companyot assure potential investors as to theirracgu Accordingly,
investors should not place undue reliance on ttiggmation.
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EXCHANGE RATES

Fluctuations in the exchange rate between the Rapeé¢he U.S. Dollar will affect the U.S. Dollarueplent of the Rupee
price of the Equity Shares on the Stock Exchangksse fluctuations will also affect the conversioto U.S. Dollars of
any cash dividends paid in Rupees on the EquityeSha

The following table sets forth information concemmiexchange rates between the Rupee and the UL&. fdo the periods
indicated. Exchange rates are based on the refemates released by the Reserve Bank of India.dgoesentation is
made that any Rupee amounts could have been, ¢ beu converted into U.S. dollars at any particutge, the rates
stated below, or at all. On October 29, 2010, stehange rate was Rs. 44.54 to US$1.00.

Period End | Averagée” | High | Low
Year Ended March 31: (Rs. Per US$ 1.00)
2008 39.97 40.24 43.1% 39.27
2009 50.95 45.91] 52.06 39.89
2010 45.14 47.42 50.53 44.94
Quarter Ended:
September 30,2009 48.04 48.42 49,40 47.54
December 31, 2009 46.68 46.64 4786 45.91
March 31, 2010 45.14 45.92 46.81 4494
June 30, 2010 46.60 45.67 47.57 44.33
September 30, 2010 44.92 46.50 47,33 44.92

(Source: www.rbi.org.in)

MRepresents the average of the reference rateseeléy the Reserve Bank of India on closing of eshduring the
period for each year and quarter presented
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FORWARD-LOOKING STATEMENTS

The Placement Document includes certain statentéatsare not of historical fact, and may be deentedonstitute
“forward-looking statements.” These statements espriews of the management of the Company andccttmns based
on certain assumptions regarding trends in theamdind International financial markets and regice@nomies, the
political climate in which the Company operates atlter factors.

Investors can generally identify forward-lookingatstments by terminology such as “aim”, “anticipat&elieve”,

“continue”, “could”, “estimate”, “expect”, “intend”“may”, “objective”, “plan”, “potential”, “project, “pursue”, “shall”,
“should”, “will", “would”, or other words or phraseof similar import. All statements regarding then@pany’s expected
financial condition and results of operations andgibess plans and prospects are forward-lookinggrants. These
forward-looking statements include statements afhieoCompany’s business strategy, revenue andtghdiiy, planned
projects and other matters discussed in this Planemocument that are not historical facts. Thesevdrd-looking
statements and any other projections containedhigy Rlacement Document (whether made by us or hing party)
include statements regarding the intentions, telaf current expectations of the Company concerréimgong other
things, the results of operations, financial caodit liquidity, prospects, growth, strategies ahd dividend policy of the

Company and the industries in which it operates.

By their nature, forward looking statements aredmtions and involve known and unknown risks, uteieties,
assumptions and other factors that may not occdr lsence cause the Company’s actual results, peafuzen or
achievements to be materially different from antyfe results, performance or achievements expressmplied by such
forward-looking statements or other projections.

Forward-looking statements are not guaranteestafdiyperformance. The Company’s actual resultsesfopmance may
differ materially from the impression created bg forward looking statements contained in this &aent Document. In
addition, even if the results of the Company’s agiens are consistent with the forward looking estatnts, those results
or developments may not be indicative of resultderelopments in subsequent periods.
Important factors that could cause actual resaltiffer materially from expectations include, argasthers:

* General political, social, economic and businesglitimns in India and other countries;

e Occurrence of natural calamities or natural digsasaffecting the areas in which the Company hasatio®s;

« Fluctuations in foreign exchange conversion rates,

« Changes in the foreign exchange control regulatiohsdia,

e Changes in laws and regulations that apply geneti@itompanies in India and specifically to the raeddustry.

« The Company’s ability to successfully implement stsategy, growth and expansion plans and techiwbg
changes;

« Continuing success of the Company’s business moadliding the Company’s ability to finance its mess and
growth,

« Enhanced competition in the Industry in which trer@any operates,

e Company’s ability and success at managing the trskisarise from these factors,

« Potential mergers, acquisitions or restruogsi

e Performance of the Indian debt and equity markets;

«  Other factors beyond the Company’s control.
Other factors that could cause actual resultsppeence or achievements to differ materially ineludut are not limited
to, those discussed under section titlRisk Factors, “Management’s Discussion and Analysis of Financiab@dition

and Results of Operations’and ‘Our Busines$ respectively of this Placement Documemhese forward looking
statements speak only as of the date of this PlaseBocument.

The forward looking statements contained in thiscBinent Document are based on the beliefs of mareageof the
Company, as well as the assumptions made by, dadriation currently available to, the managementhef Company.
Although the Company believes that the expectatieflected in such forward-looking statements a&&sonable at this
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time, the Company cannot assure investors that sipkctations will prove to be correct. Given theseertainties,

investors are cautioned not to place undue reliamtesuch forward-looking statements. If any of theisks and

uncertainties materialize, or if any of the underyassumptions prove to be incorrect, the actesilts of operations or
financial condition could differ materially fromah described herein as anticipated, believed, agtidnor expected. All
written or verbal forward-looking statements atitdble to the Company are expressly qualified iirtlentirety by

reference to these cautionary statements.
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DEFINITIONS

We have prepared this Placement Document usingigeaféfinitions and abbreviations which you shatddsider when
reading the information contained herein.

Term

Description

Prime Focus/the Issuer/the Company/q

Company

lPrime Focus Limited, a public limited compaimcorporated unde
the Companies Act and having its registered offit€" Floor, Main
Frame, IT Park, Building - H, Royal Palms, Near éarColony,
Goregaon (East), Mumbai 400065

We/us/our/Prime Focus Group/Group

Unless the corttherwise requires, “Prime Focus Limited” togethe

with its Subsidiaries and Associates

Conventional / General Terms

Term Description

Act The Competition Act, 2002

CDSL Central Depository Services (India) Limited

Code The Code of Civil Procedure, 1908 of Indiagaended)

Companies Act

The Companies Act, 1956, as amendedtfme to time

Delisting Regulations

The Securities and Excha®gard of India (Delisting of Equity
Shares) Regulations, 2009

Depositories Act

The Depositories Act, 1996, asaded from time to time

Depository

A corporate body registered under thBI§Bepositories and
Participant) Regulations, 1996, as amended frora tortime.

Depository Participant / DP

A depository participaa defined under the Depositories Act

DDT

Dividend Distribution Tax

17

DTAA Double Taxation Avoidance Agreements

FCCB U.S.$ 55,000,000 zero coupon foreign curremmwertible bonds due
in 2012

FEMA Foreign Exchange Management Act, 1999, asmde from time to
time, and the Regulations framed there under.

Fll Foreign Institutional Investor (as defined uné&ereign Exchange
Management (Transfer or Issue of Security by adPeResident outsidg
India) Regulations, 2000) registered with SEBI uragplicable laws in
India.

FICCI Federation of Indian Chambers of Commerceladdstry

FIPB Foreign Investment Promotion Board, MinistfyFinance, Gol

Financial Year / Fiscal Year / FY/ Fisca

| Periodwélve months ended March 31 of that particularyenless
otherwise stated.

Government / Gol

The Government of India.

I.T. Act

The Income Tax Act, 1961, as amended ftone to time

Indian GAAP

Generally Accepted Accounting Prinepin India.

Insider Trading Regulations

Securities and Exch@wgerd of India (Prohibition of Insider Trading
Regulations, 1992, as amended from time to time

Memorandum/ Memorandum of
Association

The Memorandum of Association of Prime Focus Lidhite

1S

MAT Minimum Alternate Tax

NI Act Negotiable Instruments Act, 1881

NRI Non-Resident Indian, is a Person resident dathidia, who is a citizen
of India or a Person of Indian origin and shall éanélve same meaning g
ascribed to such term in the Foreign Exchange Mamagt (Transfer o
Issue of Security by a Person Resident Outsida)riRiégulations,
2000.

NSDL National Securities Depository Limited

Preliminary Placement Document

The Preliminary &aent Document dated November 4, 2010 isg
in accordance with Chapter VIII of the SEBI (ICDRggulations as
amended from time to time.

ued

SCRA

Securities Contracts (Regulation) Act 1956mgnded

SCRR

Securities Contracts (Regulation) Rules, 185amended from time t

D
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time.

Takeover Code

Securities and Exchange Board o I¢&libstantial Acquisition of
Shares and Takeovers) Regulations 1997 and subgeamendments
thereto

Issue Related Terms

Term

Description

Allocation/ Allotment/Allotted

The allotment of E@y Shares pursuant to the Issue to the successf
Bidders as the context requires.

Allottee

The successful Bidders to whom the EqSityares are allotted pursuar
to the Issue

Application Form

Serially numbered application fersupplied by the Book Runners in
either electronic form or by physical delivery the purpose of making
a Bid (including revision of Bid) in terms of thegfiminary Placement
Document

BSE Bombay Stock Exchange Limited, Mumbai.

Book Runners Intensive Fiscal Services Private tathand Centrum Capital Limited
CAGR Compounded Annual Growth Rate.

CAN Confirmation Allocation Number

Closing Date The date of allotment of the Equitpi®is offered pursuant to this Iss|

Designated Date

Probable designated date beirdatieeof credit of the Equity Shares
the QIBs’ account, as applicable to the respeciligs

—

—

N

Escrow Bank

Yes Bank Limited

Floor Price The lower end of the Price Band, bebdvich the Issue Price will not
be finalized and below which no Bids will be acespt

FSMA Financial Services and Markets Act 2000

Issue The issue of 10,641,566 Equity Shares issued &ta pf Rs. 68.58 pe
Equity Share, including a premium of Rs. 67.58 peuity Share,
aggregating to Rs. 729.80 million

NSE The National Stock Exchange of India Limited

Placement Agreement

Placement Agreement executegde the Book Runners and th
Company

QIBs Qualified Institutional Buyers (as definedtire SEBI (ICDR)
Regulations)
RBI The Reserve Bank of India

Registrar /Registrar to the Issue

Registrar tdghee, in this case being Link Intime India Private
Limited

Regulation S Regulation S, as defined under tler8es Act

SEBI The Securities and Exchange Board of Indisstituted under the SEBI
Act, 1992.

SEBI Act The Securities and Exchange Board of Iddig 1992, as amended

from time to time.

SEBI (ICDR) Regulation

Securities and Exchange Badrindia (Issue of Capital and Disclosu
Requirements) Regulations 2009, as amended fromtbrtime.

re

Securities Act

The U. S. Securities Act of 1933aa®nded.

SAT Securities Appellate Tribunal.

Stock Exchanges BSE and NSE referred to collegtivel
UAE United Arab Emirates.

U.S./USA United States of America.

UK United Kingdom.

Company / Industry Related Terms

Auditors The statutory auditors of the Comparging M/s. S. R. Batliboi &
Associates
AGM Annual General Meeting

Articles of Association

Article of association diet Company

Board of Directors/Board

Board of Dimst of Prime Focus Limited or a committee constitut
thereof.

Director(s)

Director(s) of Prime Focus Limitaohless otherwise specified.
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Equity Shares The equity shares of the Companga# ¥alue of Re. 1 each

FICCI Federation of Indian Chamber of Commerce laddstry. It is a
national organisation that represents and aggregatétiple Chambers
of Commerce

Promoters The promoters of the Company being, Mavishotra, Namit

Malhotra and Neeta Malhotra

Promoter Group

Unless the context requires otheqwie entities forming part of our
promoter group in accordance with the SEBI (ICDRpRations and
which are disclosed by the Company to the StockhBimrges from time
to time

PAN

Permanent Account Number

Wire removal

Visual effects method of removing esbdnd other such stuff within a
film frame

Abbreviations

Term Full Form

3D Three dimensional computer graphics

2D Two dimensional computer graphics

BOLT BSE On-line Trading

CGl Computer Generated Imagery

DI Digital Intermediate

HD High Definition

NTSC National television system committee (VideorRat used in the
America)

SD Standard Definition

VEX Visual Effects
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RECENT DEVELOPMENTS

Issue of warrants

Pursuant to the Board approval dated August 270 20 shareholders’ approval dated September 3@, 20e Company
has allotted 1,000,000* warrants convertible intuiy Shares on October 15, 2010 to Mr. Namit Makioa member of
the Promoters and Promoter Group carrying an opéotittement to subscribe to equivalent numbeEgdity Shares on a
future date not exceeding 18 months from the datlotment of such warrants. Each warrant shalcbevertible into

one equity share of nominal value of Rs. 10/- eatch price not less than the minimum price deteechiim accordance
with the provision of Chapter VII of SEBI (ICDR) Belations. The Company has received from Mr. Navtathotra, a

sum equivalent to 25% of the price of the Equityi®hto be issued in surrender/ exchange of eashatf warrant. Each
of the said warrant shall carry a right, entitliMy. Namit Malhotra or any other registered ownertlie event such
warrants are transferred, to apply for at his/ bption, and seek allotment of one equity share ugpamendering/
exchanging of such warrant to the Company alonp thi¢ balance 75% of the issue price of the Edfitgre.

Further, the issue of the warrantsiiger alia, to be adjusted for, subject to the Companies 2256 and SEBI guidelines,
corporate actions such as bonus issue, rights,istaek split, merger, demerger, transfer of uradényg, sale of a division
or any such capital or corporate restructuring.

Stock Split/Sub-Division of Equity Shares

Pursuant to the Board approval dated August 270 20l Shareholders’ approval dated September 3@, 20d pursuant
to section 94(1)(d) and all other applicable priovis of the Companies Act, 1956 and subject topttowisions of the

Articles of Association of the Company and thetibig Agreements with the Stock Exchanges, the Comsab-divided

the existing 1,28,22,588 Equity Shares of Rs. #8&h in the capital of the Company on which the sdirRs. 10/- is

credited as fully paid up into 12,82,25,880 equitares of Re. 1/- each of which the sum of Reshall be credited as
fully paid up.

Contracts Awarded

The Prime Focus Group has been awarded orders W&h11 million for 2D to 3D stereoscopic conversigork from
two leading Hollywood studios to be executed inb&t 3 months.

In January 2010, the Prime Focus Group successfaltypleted conversion of an entire Hollywood motiem 2D to 3D
in a record 8 weeks simultaneously across 7 faslivorldwide.

The Prime Focus Group also made a major VFX cautioh to the stereo film which was nominated fomdemy Award
in 2009.

Prime Focus Technologies Private Limited, a subsydbdf the Company entered into a service agreeméht Global
Cricket to produce and deliver live streaming anded on Demand packages for the IPL 2010 tournarteertoth
YouTube and IPL’s Mobile Internet platform.

ESOP

The Company has been authorized by its Shareho#teits Annual General Meeting held on September2810 to
create an employee stock option scheme directeffeo, issue and allot at any time to the benefisuch person(s) who
are in permanent employment of the Company whettaking in India or abroad, including any Directof the
Company, whether whole-time or otherwise, optiaxer@sable into not more than 1,000,000 (One mm)liequity Shares
of the Company of Rs. 10 each, either directly dlgfo a Trust, under one or more Employees Stocko@{ESOP’)
Schemes, in one or more tranches, and on such @@nohconditions as may be fixed or determined gy Bloard in
accordance with the provisions of the law or guited issued by the relevant authority. Furtherspant to stock split of
Equity Shares with effect from October 29, 201G thptions to be provided through the ESOP Schemaldwbe
exercisable for not more than 10,000,000 Equity&haf Re. 1 each.

New Facility to cater to View D technology

The Company commenced operations at its new globatiquarters spread over 65,000 square feet in [iuvich
houses seven theaters and over 250 artist seatg, with a complete slate of visual effects andqposduction services,
and provides 1,000+ seats to cater to its revolatip technology — ‘View D’ and has also set-up 18X seats in the
same facility to cater to the ever increasing deirfan VFX content in movies.

Suspension of trading and change in Nomad of PrimEocus London Plc at AIMs
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Prime Focus London plc has appointed BDO to reviswccounts in view of a potential restructuriBgie to the ongoing
review by BDO, Prime Focus London plc has decidegdublish its annual report for the fiscal 201Gaftompletion of
the review. Accordingly, it has filed an applicatifor suspension of trading in its equity shardéisptiblication of its
annual report. The trading in the equity shares suspended with effect from September 30, 2010.slspension from
the trading in equity shares of this subsidiary haye an adverse impact on the shareholders ofEF¥oous London plc.

Further, Seymour Pierce Limited has resigned asihabed Adviser and Broker to Prime Focus Londonwlh effect
from September 30, 2010. The independent direaddbrthe Prime Focus London plc are in discussiongh wither
NOMADSs to take on the role.

Acquisition/Incorporation of two step down subsidiaies:

VTR Media Investment Limited a step down subsidiafythe Company acquired Repremiere Limited on Jdly2010.
Percentage of Holding by VTR Media Investments témaiis 51% of 100 shares of £1 in the issued dagitRepremiere
Limited.

Prime Focus London Plc a subsidiary of the Companguired Upper Richmond (No.12) Limited on Augli8t 2010.
The name was subsequently changed to Prime Foctisndlegies UK Limited vide Certificate of Incorptiom on
Change of Name on August 19, 2010 by the Registr&@ompanies for England and Wales. Percentageoldlify by
Prime Focus London Plc is 100% in issued capitdl stiare of 1pence.

Increase in stake in Prime Focus Technologies PritaLimited

With effect from April 1, 2010, the Company hasremsed its stake in Prime Focus Technologies Rrilamited from
51% to 75.50%.
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SUMMARY OF OUR BUSINESS

This summary highlights information contained elsesg in this Placement Document. This summary dogsontain all
the information that should be considered beforeidieg to invest in the Equity Shares. We recomnmesading this
entire Placement Document carefully, including te@rmatted financial statements and related naisgwhere in this
Placement Document.

Overview

We are one of the leading global players in theialintertainment services segment of the MediaErtdrtainment
Industry. We provide services related to VFX, casign of 2D content to 3D content, post productiativities, digital
asset management and broadcast facilities and daebpackaging. We provide these services primarifiim, broadcast,
television, commercials and new media businesses.s@écialize in providing technical creative sa@n$, which are
basically technology and creative solutions for amgio-visual content and we provide such solutionan integrated
manner across various segments of the media ardantnent business. We capture, create, craftleite and conserve
content to enable our clients to engage, entermilucate and excite our audiences. We combine Mmiralgcost
advantages, resources and international talentypitlolour local knowledge and expertise to antitgpand meet the need
of our diverse clients across the world.

Over the past few years, we have expanded our égsiaperations through organic and inorganic roMe.acquired
majority interest in Prime Focus London plc whighimto the business of providing post-productiorvises for the
advertisement and broadcast industry in the UKiaristed on the Alternative Investment Market bé tLondon Stock
Exchange. In 2006, we also acquired 100% sharetwlidi Clear Post Production Limited in Soho, Londamich we
subsequently merged with VTR Limited (one of thbssdiaries of Prime Focus London plc). Prime Fdooisdon plc has
four facilities in Soho, London. In 2007, we exgad our reach to North America with the acquisitanPost Logic
Studios, Inc and Frantic Films, Inc for US$ 43 iaill Post Logic Studios, is in the business ofdalpr science and post
production services to independent and studio fedtlm clientele, with facilities in Los Angelesxd New York. Frantic
Films has businesses that offer VFX for films wdgvelopment facilities in Los Angeles in US, Winggpand Vancouver
in Canada. In 2009, we acquired 100% ownershipirjant venture company, Store Media Technologi®sLtd and was
merged with our Company pursuant to a Scheme ainfgement. We also acquired the post productiombssiof UTV
pursuant to a business transfer agreement in dre2@®7. We have successfully integrated operattbasmpanies which
we acquired in India, the U.K. and the U.S.

We operate in 4 countries through 15 facilitiesespracross 10 cities which include Vancouver andrifgeg in Canada,
Los Angeles and New York in USA, London in the Wdumbai, Chennai, Hyderabad, Bangalore and GoadraliVe
have recently expanded our operations in Mumbadialwith the set up of a state of the art faciitigh a capacity of 250
VEX seats.

Our consolidated total income was Rs. 4,615.73anillRs. 3,670.50 million and Rs. 2,315.62 milliarfiscal 2010, 2009
and 2008 respectively. Correspondingly, the codatdid Profit before interest, depreciation, extla@ry items and tax
was Rs. 1,146.93 million, Rs. 735.24 million and RE3.71 million and the consolidated Profit affex (before minority
Interest) was Rs. 393.93 million, Rs. 157.64 milland Rs. 317.58 million in fiscal 2010, 2009 af@& respectively. Our
Company’s unconsolidated total income, Profit befiterest, depreciation, extraordinary items &aad Profit after Tax
for the three months ended June 30, 2010 was R 26nillion, Rs. 122.88 million and Rs. 29.36 ioill respectively.

We have been associated with various leading adirgytagencies like JWT, O&M, Chaitra Leo Burnétfding feature
film directors like Sanjay Leela Bansali, Karan dgtproduction houses like UTV, Yashraj Films, Ehoternational and
provide services to most of the major Hollywooddgts.

Strengths

e Integrated ServicedNe are one of the leading integrated visual ¢mt@ment services company in the world. Our
range of services include VFX, conversion from 2ihtent to 3D content, post production activitiefgitdl asset
management, broadcast facilities and broadcastagawl. We leverage our strengths in the technatigeeaervices
by providing similar services at various geographilocations in India, UK, US and Canada. We ome@atross
segments at various points in the value chainue greater convenience and freedom to our clients.

« Technology We have developed proprietary technologies iiewnD and CLEAR™ which give us a technological
edge over our competitors. View D enables the tseonvert 2D content to 3D stereoscopic conterarirefficient
and cost effective manner. CLEAR provides a secure way to process, manage andedelontent for revenue-
generating multi-platform opportunities.
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« Research and Development (“R&D") FocuBur Company’'s VFX Software Division delivers irvative, custom
R&D solutions and quality software products throwglruly international team of visual effects amdgramming
experts. Working closely with our Company’s VFX idion, the software team is meeting the challerafethe
industry on a daily basis.

« Global Servicing PlatformOver the last few years, we have acquired stuaimsboutique firms globally to expand
our horizons, tap international markets and gaitess to better technologies. We have built thibal@nterprise
through organic growth and strategic internatiomatl domestic acquisitions over the past few ye@rs. global
presence is a key to the way we serve our cliemit, our sites and facilities strategically spresatoss 10 cities
worldwide. We leverage on the specialized serviom® various locations to provide superior quatigrvices to our
client 24x7.

e Low cost locationsOur facilities in India, enables us to provide tar @lients, quality services at lower cost. Our
pioneering business model ‘Worldsourcing’ enables lent to share their expertise across projdotsations,
disciplines and sectors. It means we can operatssthe entire Visual Entertainment sector; inrgveajor market
and at every stage of a project’s development.

e Strong relationships in the Indian film industir. Naresh Malhotra and Mr. Namit Malhotra, our miaters, have a
combined experience of over four decades in theianadd entertainment industry. They have over thary
successfully established relationships with varipusduction houses across India. We believe thatrelationship
with production houses in India enables us to caepeccessfully for further business opportunitiesn them.

Strategies

e Investing in people and cultur®e believe that our ability to maintain growth dege to a large extent on our
strength in attracting, training, motivating andaieing employees. Our talent acquisition philospfghto recruit for
attitude, train for skill and develop for leadefsholes. We focus on performance management, grayithput on
leadership qualities, mentoring and periodic regidar career alignment and planning. Our humanuess and
compensation practices proactively address therathat impact retention.

« Focusing on the market of conversion of 2D contetat 3D contentWe continue to tap opportunities available in the
emerging market for 3D content. Our goal is to tage on our recently developed proprietary techmol¥yiew-D’
which enables conversion of 2D content to 3D cdnggnlow cost and in a efficient manner. View-D bles
filmmakers to shoot a movie with a single camerafilon, without having to be locked into digitaloaras. View-D
shortens the length of time of conversion which leafiit into the postproduction schedule.

« Leverage on the business mad&he cost arbitrage available with India makesrit attractive destination for
international films to avail VFX and conversion\gees. India has the potential to emerge as a nmjtsourcing hub
for VFX and media processes, given the scope fdnga on personnel and infrastructure costs. Dusutantegrated
services approach and global positioning, we afepigced to capitalize on this opportunity.

+ Digital Asset Management through CLERR As the digital distribution of media becomes insiagly important, it
is necessary for all current and old television il media to be held digitally, with adequatelfsafe protection.
Digital re-mastering and cataloguing in its entirean be outsourced to any part of the world duestmherent ability
to be transmitted using high-speed lines. We belieat the availability of high quality technicaanpower and high-
end technology gives India a competitive advantadhis regard.
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SUMMARY OF THE ISSUE

The following is a general summary of the termshefissue. This summary should be read in conjongtiith, and is
qualified in its entirety by the more detailed imf@tion appearing elsewhere in this Placement Daanimincluding
undersection titled “Issue Procedure” and “Descriptiorf Bquity Shares’df this Placement Document.

Issuer
Issue size

Issue Price
Authority for the placement

Eligible Investors

Equity Shares issued and outstanding
immediately prior to the Issue

Equity Shares issued and outstanding
immediately after the Issue

Delivery of Equity Shares

Floor Price
Listing

Lock-up

Transferability Restrictions

Use of Proceeds

Prime Focud.imited

10,641,566 Equity Shares of the Company of parevRle. 1 each at a price of
Rs. 68.58 per Equity Share, at a premium of R&&f@er Equity Share,
aggregating upto Rs. 729.80 million.

Rs. 68.58 per Equity Share.

The Company has authorised the Issue pursuanetoetiolution passed by the
Board on August 27, 2010 and subsequent approvabuby shareholders
pursuant to the resolution passed in the annuakrgémmeeting held on
September 30, 2010.

QIBs as defined in clause 2(1) (zd) of SEBDR) Regulations. See
Issue Procedure - Qualified Institutional Buyers”of this Placement
Document.

128,225,880 Equity Shares, aggregating Rs. 128i8m

138,867,446 Equity Shares, aggregating Rs. 138iiam

The Equity shares will be issued in dematerialifgain and instructions for
credit to the account of the relevant QIBs will peovided to the relevant
depository participant as per the information pded to the Company by the
applicant QIB.

The Floor Price for the Issue on the basis of Giagtll of the SEBI (ICDR)
Regulations is Rs. 68.58 per Equity Share.

The Company shall make application for obtainingiimciple approvals for
the listing of the Equity Shares on BSE and NSE.

Each of the Promoters have agreed that, withouptioe written consent of the
Book Runners, it will not, for a period of 90 daafter the Closing Date directly
or indirectly, offer, sell, contract to sell, orsgbse of any equity shares. The
foregoing undertaking shall not apply to (1) traigms relating to equity
shares acquired in open market transactions dftecéompletion of the Issue,
(2) transactions entered into solely between orramthe Promoters or their
affiliates, provided that prior to so doing, thartsferee signs a letter agreement
in favour of the Book Runners substantially in fbim of this letter agreement;
(3) sales of equity shares by pledgees pursuantthe foreclosure of
existing pledges; (4) conversion of any outstandiveyrants or options to
acquire equity shares of the Company; (5) aale or acquisition of
equity shares in the Company pursuant to angraehof amalgamation,
arrangement or other similar reorganization andsétg, transfer or disposition
of equity shares of the Company by the Promoterthéoextent such sale,
transfer or disposition is required by Indian ldw.addition, except for any
further issuance of securities that the Company oraertake pursuant to any
scheme of arrangement, conversion of outstandingawsa or options in the
Company, the Company has undertaken that it willfooa period of 90 days
after the Closing Date make issuances of its séesithat cumulatively exceed
Rs. 500 million without the prior written conserfttbe Book Runners.

The Equity Shares being Allotted pursuant to teiik shall not be sold for a
period of one year from the date of Allotment exaapthe floor of the Stock
Exchanges. For details please refer section tiflednsfer Restrictiori of this
Placement Document for other transfer restricti@feting to offers and sales
of the Equity Shares.

The net proceeds of the Issue which (after deduaifofees, commissions and
expenses) are expected to total approximately R5.5% million will be used
by the Company to augment long term working capiégjuirements of the
Company in view of the expected growth in the Conyp@ business, prepay /
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Risk Factors

Closing Date

Selling Restrictions

Compliance with law

Ranking of Equity Shares

Security Codes for the Equity Shares
ISIN

BSE Code

NSE Code

repay debt, expand and upgrade existing facilitsengthen the financial
position of our Company, fund other strategic atities and/or for other
general corporate purposes. See section titldde”of Proceedsof this
Placement Document.

Prior to making an investment decision, prospeditnwestors should carefully
consider the matters discussed under section titRidk Factors” of this
Placement Document.

The Allotment of the Equity Shares offered pursuarthis Issue is expected to
be made on or about November 10, 201Gld5ing Dat€)

No sales are permitted into the United Statesqdd$ persons) or in any other
jurisdiction, except as specified in the Placenm2otument. The purchasers of
the Equity Shares may not offer, sell or otherviis@sfer the Equity shares to
any person who is not eligible to acquire the Bg&hares in accordance with
all other applicable laws, rules, regulations, gilies and approvals. The
Company, its directors, agents, affiliates and esentatives accept no
responsibility or liability for advising any persomvhether such person is
eligible to make an Application in pursuance tcsthisue and acquire Equity
Shares. For details, please also refer to theosetitled “Selling Restrictions

of this Placement Document.

Notwithstanding anything stated hereinabove, thbtsi and obligations of the
Company as stated herein and in the agreementwrétinths to be entered into
in pursuance to the Issue, are and will be subtffeatompliance with other
applicable Indian laws and regulations.

The Equity Shares being issued shall be subjecthéo provisions of the
Company’s Memorandum and Articles of Associatiand ashall rankpari
passuin all respects with the existing Equity Shargsluding rights in
respect of dividends. The Shareholders will d&titled to participate in
dividends and other corporate benefits, if algglared by the Company after
the Closing Date, in compliance with the CompaniAct. Shareholders may
attend and vote in Shareholders meetings on this lod one vote for every
Equity Share held. Sedescription of the Equity Sharesbdf this Placement
Document.

INE367G01038

532748
PFOCUS
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SELECTED FINANCIAL INFORMATION OF THE COMPANY

The following selected consolidated financial imf@tion as of and for the years ended March 31, 2p@8ch 31, 2009
and March 31, 2010, should be read in conjunctidh the Company’s reformatted consolidated finaihsiatements and
schedules and notes thereto included elsewhehasifPtacement Document.

The selected consolidated financial informatioroband for the years ended March 31, 2008, March2809 and March
31, 2010 set forth below have been derived fromrefermatted consolidated financial statementsuithet! elsewhere in
this Placement Document. For details of the unaddiondensed financial statements of the Compamthé three month
period ended June 30, 2010, please refer to thmsditled “Financial Statementsin this Placement Document.

Neither the information set forth below nor thenfiat in which it is presented should be viewed asmparable to

information prepared in accordance with IFRS oreotaccounting principles. Indian GAAP differs inrteén material
respects from IFRS.

The selected financial information set forth belskould be read in conjunction wittManagement's Discussion and

Analysis of Financial Condition and Results of Opeions’ and the reformatted consolidated financial staets
included in this Placement Document.
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Reformatted Consolidated Balance Sheet

(Rs. in million)

PARTICULARS 31.03.2010 31.03.2009 31.03.2008
SOURCES OF FUNDS
SHAREHOLDERS' FUNDS
Share Capital 128.23 128.23 127.23
Shares Pending Allotment - - 1.00
Reserves and Surplus 1,797.83 1,623.67 1,758.75
1,926.06 1,751.90 1,886.98
LOAN FUNDS
Secured Loans 2,471.65 2,583.01 1,339.66
Unsecured Loans 2,162.70 2,162.70 2,162.70
4,634.35 4,745.71 3,502.36
MINORITY INTEREST 283.73 242.22 374.38
DEFERRED TAX LIABILITY (NET) 165.24 162.33 105.02
7,009.38 6,902.16 5,868.74
APPLICATION OF FUNDS
FIXED ASSETS
Gross Block 7,431.56 7,339.56 4,761.77
Less: Accumulated Depreciation / Amortisation 1562 2,810.68 2,346.60
Net Block 4,816.04 4,528.88 2,415.17
Add : Capital Work in Progress (including Capitaivadces) 740.64 452.08 550.44
5,556.68 4,980.96 2,965.61
INVESTMENTS 2.01 17.61 69.85
DEFERRED TAX ASSET (NET) 67.07 86.24 -
CURRENT ASSETS, LOANS AND ADVANCES
Inventories (Stores and Spares) - at lower costbrealisable value 20.21 37.34 2.41
Sundry Debtors (Including Service Tax) 1,230.44 1,032.61 893.73
Cash and Bank Balances 212.37 613.59 408.16
Other Current Assets (Unbilled Revenue) 62.19 - -
Loans and Advances 898.38 850.96 2,190.91
2,423.59 2,534.50 3,495.21
Less : CURRENT LIABILITIES & PROVISIONS
Current Liabilities 1,039.15 716.62 641.22
Provisions 1.50 1.22 20.71
1,040.65 717.84 661.93
NET CURRENT ASSETS 1,382.94 1,816.66 2,833.28
MISCELLANEOUSEXPENDITURE 0.68 0.68 -
(To the extent not written off or adjusted)
7,009.38 6,902.16 5,868.74
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Reformatted Consolidated Profit & Loss Account

(Rs. in million)

PARTICULARS 31.03.2010 31.03.2009 31.03.2008
INCOME
Income from Operations 4,527.84 3,543.73 2,221.34
Other Income 87.89 126.77 94.28
4,615.73 3,670.50 2,315.62
EXPENDITURE
Operating Costs 3,331.43 3,002.73 1,538.99
Exceptional Iltem 137.37 (67.47) 57.92
Interest 218.34 210.02 109.74
Depreciation 425.87 379.10 289.21
4,113.01 3,524.38 1,995.86
PROFIT BEFORE TAX 502.72 146.12 319.75
PROVISION FOR TAX
Current Tax 85.37 21.63 0.62
Less : MAT Credit Entitlement (0.14) (21.52) (3.60)
85.23 0.11 (2.98)
Fringe Benefit Tax - 1.71 1.97
Deferred Tax 23.56 (13.35) 3.18
Total Tax Expense 108.79 (11.53) 2.17
PROFIT AFTER TAX (Before adjustment of Minority Intere st) 393.93 157.64 317.58
Less Minority Interest 59.69 11.80 22.23
PROFIT AFTER TAX 334.24 145.84 295.35
Balance brought forward from previous year 750.95 779.63 519.29
Add : Adjustment pursuant to the court permission
received by subsidiary - (174.52) -
Add : Adjustments for Effect of Overseas SubsigiBransition to IFRS - - (44.45)
Less : Minority Interest in respect of above - - (19.29)
Less : Cost of Equity - - (10.99)
Add: Deferred Tax Credited on Share Issue Expense - - 14.87
750.95 605.11 520.00
PROFIT AVAILABLE FOR APPROPRIATION 1,085.19 750.95 815.35
Appropriations
Interim Dividend - - 19.08
Dividend Distribution Tax - - 3.24
Transfer to General Reserve - - 13.40
SURPLUS CARRIED TO BALANCE SHEET 1,085.19 750.95 779.63
EARNINGS PER SHARE
Basic - Nominal Value of Shares Rs.10/- 30.72 11.45 23.22
Diluted - Nominal Value of Shares Rs.10/- 27.39 10.20 22.35

27



Reformatted Consolidated Cash Flow Statement

(Rs. in million)

31.03.2010 31.03.2009 31.03.2008
Cash flow from Operating activities
Net Profit before taxation 502.35 146.11 319.76
Adjustments for :
Depreciation 425.88 379.10 289.21
(Profit)/ Loss on sale of Fixed Assets (6.29) (39.06) (8.74)
(Profit)/ Loss on sale of Investments (2.03) (3.40) 0.45
Foreign exchange (Gain)/Loss (net) (18.74) (38.75) (8.63)
Tax Written Off 0.85 - -
Interest Income (42.87) (25.33) (29.91)
Dividend Income (0.02) (0.03) (2.02)
Interest Expense 210.90 210.02 103.36
Bad debts Written Off 80.50 64.36 -
Provision for Doubtful Debts 31.00 - -
Undertaking Fees (11.31) (8.57) (18.54)
Sundry Credit Balances Written Back (1.93) (1.59) -
Provision for Share Based payment 7.21 - -
Provision for Gratuity 0.27 1.22 -
Excess Provision Written Back - (2.30) -
Miscellaneous Expenditure Written Off - - 9.24
Provision for Doubtful Debts 0.27 6.28 -
Impairment of Investment Adjustment (0.53) - -
Operating profit before working capital changes 17551 689.06 654.18
Movements in Working Capital :
Decrease / (Increase) in Sundry Debtors (267.09) 15.50 (186.76)
Decrease / (Increase) in Inventories 16.44 (182.21) (0.29)
Decrease / (Increase) in Loans and Advances (125.12) 992.30 (1,769.25)
Increase/(Decrease) in Current Liabilities 245.19 604.84 35.29
Cash generated from operations 1,044.93 2,119.49 (1,266.83)
Direct Taxes paid (Net of Refunds) (60.82) (92.59) (75.70)
Fringe Benefit Tax Paid (0.21) (1.57) (2.23)
Exchange Rate Difference 13.57 27.29 1.40
Net Cash from Operating activities 997.47 2,052.62 (1,343.36)
Cash flow from investing activities
Purchase of Fixed Assets (768.40) (608.08) (1,144.15)
Proceeds from Sale of Fixed Assets 6.31 57.71 31.07
Purchase of Current Investments (569.90) - (83.00)
Purchase of Investment in Subsidiaries - (1,698.91) (59.66)
Sale of Current Investments 140.96 33.95 193.00
Inter- Corporate Deposits given (1.00) (74.50) -
Inter- Corporate Deposits received back 1.00 101.06 -
Margin money and Fixed Deposits under lien 114.23 (62.90) 128.89
Interest Received 35.76 59.85 30.10
Dividends Received 0.03 0.03 2.02
Expense incurred for increase in Capital of Subsjdi (0.59)
Net Cash from Investing activities (1,041.01) (2,192.37) (901.73)
Cash flow from Financing activities
Redemption of Preference shares - (479.93) -
Proceeds from long term borrowings 394.68 1,358.87 132.43
Repayment of long term borrowings (358.86) (333.39) (55.78)
Proceeds from short term borrowings 395.03 934.68 935.36
Repayment of short term borrowings (405.25) (962.70) (483.34)
Loans borrowed (net) - - (102.50)
Proceeds from Issuance of FCCB - - 2,162.70
Proceeds from Issuance of Shares to Minorities - - 39.07
Interest paid (257.78) (240.78) (103.36)
Dividends Paid (0.00¥%* (0.00¥ (19.07)
Foreign exchange Gain/(Loss) (net) (0.05) - -
Tax on Dividend paid - - (3.24)
Expenses on Issuance of Securities - - (58.25)
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31.03.2010 31.03.2009 31.03.2008
Net Cash from Financing activities (232.23) 276.75 2,444.03
Effect of exchange differences on translation (23.12) (5.66) (2.14)
Net increase/(decrease) in cash and cash equivak(A+B+C) (298.91) 131.35 196.80
Cash and Cash Equivalents at the Beginning of the yea 389.47 239.43 36.02
Translation adjustment on Opening Cash and Cashalgnts 6.08 (1.76) (0.82)
Cash and Cash Equivalents Acquired on Merger - - 0.19
Cash and Cash Equivalents received pursuant to gseasf Subsidiary - 12.05 -
Unrealised Gain/(Loss) on Foreign Currency CashGash equivalents 0.12 0.02 7.24
Cash and cash equivalents at the end of the year 96.77 381.08 239.43
Components of Cash and Cash equivalents, as at Mdr 31
Cash 2.04 1.37 2.27
With Banks:
- On Current Accounts 92.01 376.65 237.16
- On Fixed Deposits 2.72 3.06 -
Cash and Cash Equivalents at the End of the year 6977 381.08 239.43
Bank deposits having maturity of more than 90days 114.57 228.80 165.90
Interest Accrued on bank deposits 1.03 3.71 2.83
Cash and Bank Balance 212.37 613.59 408.16

Amounts less than Rs. 0.01 million have been inditaty way of *
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RISK FACTORS

This Placement Document contains forward lookirdeshents that involve risks and uncertainties. Tifisring and an

investment in Equity Shares involves a high degfeesk. You should carefully consider the risksaled below as well
as other information contained in this Placementcment before making an investment decision. If @nthe risks

described below actually occurs, the business,geots, financial condition and results of operasiaould be adversely
affected, the trading price of the Equity Sharesldalecline and you could lose all or part of yaovestment. Unless
specified or quantified in the risk factors belawe are not in a position to quantify the finandmblications of any of the
risks mentioned below. Additional risks not desadilbelow or not currently known to us or that werently deem

immaterial may also adversely affect the tradinic@rof the Equity Shares and investors may losemfart of their

investment.

A. RISKS ASSOCIATED WITH OUR BUSINESS :

1. Our Company has violated provisions of the Foreigixchange Management Act, 1999 and the Companies iAct
the past and was levied with financial penalties fegulatory authorities in this connection.

Our Company hadaised debt under a Foreign Currency ConvertibladBigsue in 2006. As the issue did not fall
under the automatic route of the Reserve Bank @iil(RBI”), our Company was required to take prior apprafal
the RBI for the FCCB issue. As our Company unddetitie FCCB issue without RBI approval, it was iolation of
FEMA. Our Company therefore filed two compoundingplécations with RBI. The RBI compounded the
contraventions and levied an aggregate penaltysoPF0 million on our Company, which has sincenbeed.

Further, our Company applied for compounding toRm€, Mumbai for delay in compliance with sectiddblof the
Companies Act for which an aggregate penalty ofIRZ0 was imposed on our Company, which has &ieee paid.

Any such violation in future could attract monetanyd non-monetary penal provisions from the reguatvhich
could impact the financials and operations of cam@any.

2. Our Company has in the past delayed filing the dasures under the SEBI (Substantial Acquisition tfie Shares
and Takeover) Regulations, 1997 with the Stock Banges

There has been delay in filings under regulatidB)8f the Takeover Code for the fiscal 2007, 2608 2010 by 56
days, 13 days and 27 days respectively by our Coynp&hile no notice has been received or actioertiadgainst our
Company by any statutory authority on these deteysn date, there is no assurance that our Compagynot be
subjected to any action/penalty at a future datéchvicould have adverse impact on the business emaohdial
performance of our Company.

3. The Auditors have qualified their opinion in the Alitors’ Report for the fiscal 2008, fiscal 2009 arfiscal 2010
and in their limited review report for the quartesnded June 30, 2010.

The auditors of our Company have qualified thein@m and have invited attention in their Auditoeports for the
fiscal 2008, fiscal 2009 and fiscal 2010 and inlthéted review report as at June 30, 2010 as d@sdrin the auditors
report on the reformatted financial statements that

1. The Company has not revalued the FCCB of USD 56amiat the exchange rate prevailing as at JuneG00,
March 31, 2010, March 31, 2009 and March 31, 20@8ich in their opinion is not in accordance withcdanting
Standard 11 “The Effects of Changes in Foreign Brgle Rates” and not provided for the premium payabl
redemption of these FCCB. Had the Company revalhedonds as at June 30, 2010, the profit for trertgr
ended June 30, 2010 and the reserves as at tleatvdatd have been lower by Rs 32.72 million and288.78
million respectively and Foreign Currency Monetdtigm Translation Difference account would have b&sn
98.16 million. Further, had the Company providedtfee premium on redemption, the securities premasmat
June 30, 2010 would have been lower by Rs 481.8®miConsequent to the above, the FCCB balanchiag
30, 2010 would have been higher by Rs 877.78 millio

2. Without qualifying their opinion, in the fiscal 20@Qnconsolidated audit report, the auditors drdentéibn that the
Group had in the year 2008 issued Foreign Curré&myvertible Bonds (FCCB) aggregating to US$ 55iamill
Subsequent to year ended March 31, 2009, the Grasipeceived a letter from the Reserve Bank ofl(tBI’)
stating that it is not an eligible borrower to issthe Foreign Currency Convertible Bonds under tBste
commercial borrowings (ECB) guidelines. The Groag bbtained legal opinion confirming its eligibilénd is in
process of considering various options, includitigd for compounding application with the RBI ftine above
mentioned matter and resultant compliances. Thmaté outcome of the matter cannot presently berohed,
and no provision for any liability that may reshiéts been made in the reformatted financial statesienthe year
ended March 31, 2009.
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3. The auditors in their unconsolidated and consatidatuditor’s reports for fiscal 2008 drew attemttbat as per
legal advice received, the Company has continudi itgi accounting policy to adjust foreign exchafigetuation
on loans/liabilities for fixed assets as per thguieement of Schedule VI of the Companies Act, 1986ich is at a
variance to the treatment prescribed in Accounfitgndard (AS-11) “Effect of Changes in Foreign e

Rates” notified in the Companies (Accounting StadiidRules 2006 dated December 7, 2006. The Company

capitalized Mark to Market (MTM) losses aggregatiadRs. 45,167,462 relating to fixed assets pumthashich
is not in compliance with Accounting Standard Ru&306. Had the Company written off those lossesRtofit
for the year and fixed assets as at March 31, 2@8d have been lower by Rs. 45,167,462.

For further details on the qualifications and itgact on the financials of our Company for the dis2008, fiscal
2009, fiscal 2010 and in their limited review repfor the quarter ended June 30, 2010, please sefetion titled
“Financial Statemeni of this Placement Document.

Our Company is involved in certain legal and othproceedings in India and may face certain liabikts as a result
thereof.

Our Company is party to certain legal proceedipgsding at different levels of adjudication in waus$ forums, and if
determined against our Company, we will be lialde rhaking payments on the demand amount with isteféo
assurances can be given as to whether these legaealings will finally be decided in our Companfgsour or have
no adverse outcome, nor can any assurance be thiaeno further liability will arise out of theséaans. Any adverse
decision can have a significant effect on our bessnand reputation, financial condition, and resofitoperations. The
amounts claimed in these proceedings have beeloshstin our reformatted consolidated financiatestents to the
extent ascertainable. Should any new developmése,asuch as a change in Indian law, regulationsrders, our
Company may need to make additional provisionssimeformatted financial statements that couldease expenses
and current liabilities.

The table below summarizes our outstanding lit@yats of September 30, 2010:

Company Promoter and Directors
Category No. of Proceedings Amo_u_nt (Rs. No. 01_‘ Amo_u_nt (Rs.
million) Proceedings million)
Civil Proceedings 1 7.5 - -
Tax Proceedings 2 6.9 - -
Customs Proceedings 1 23.9 1 1.5

In addition, SEBI and stock exchanges had in tts jggued notices to and instituted proceedingssigane of our
directors, Mr. Rakesh Radheyshyam JhunjhunwalaGewjit BNP Paribas Financial Services Limited, anpany in
which Mr. Rakesh Jhunjhunwala is a director. Noh#hese proceedings are currently pending.

If any pending cases are decided against us ooftigers, it can have a material adverse effecbonbusiness and
reputation, financial condition, and operationsr kather information relating to such proceedingse the section
titled “Legal proceedingsof this Placement Document.

We may be unable to adequately protect our intalled property, since some of our brand names, logosl other
intellectual property are in the process of beinggistered and therefore we do not currently enjayyastatutory
protection, which could adversely affect our finaiat condition, results of operations and business.

Our business is dependent upon our patents, trabls@opyrights and other intellectual propertyhtsy Effective
intellectual property rights protection, howevegymot be available under the laws of every couimmyhich we and
our licensees operate. The efforts we have takerdtect our proprietary rights may not be sufiitier effective.
Any significant impairment of our intellectual preqpy rights could harm our business or our abtlitgompete.

Further, currently we do not have a registeredetnzatk over the Prime Focus logo in all registraiiéesses in India
and internationally. There is a risk that anothiem fmay attempt to use our name or a similar naoneafcompeting
business, which could have a negative impact onbasimess. Though an application has been filedswith the
relevant trademark protection authorities to obtatrademark, in the event that registration isgrahted, we will not
have statutory protection over the usage of sugh.ltn addition, although a patent registrationliapgion has been
filed for ‘View D’ in the US and a trademark regision application has been filed for ‘CLEAR in India, we do not
have a patent registration over our proprietarjinetgies, View D and CLEAF,. In the event that registration is
not granted, we will not have statutory protectiwer the usage of such technology.

We may be exposed to, or threatened with, futtigation by other parties alleging that our profaig technologies
infringe their intellectual property rights. Anytallectual property claims, regardless of their imaould be time
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11.

consuming, expensive to litigate or settle and @¢odivert management resources and attention. Areradv
determination in any intellectual property claimultbrequire us to pay damages and/or stop usindetttenology,

trademarks and other material found to be in viotaodf another party's rights and could preventrom licensing our

technologies to others.

The post-production and visual effects (film andeeision) industry is highly dependent on individuskill sets of
key personnel, which are not readily replaceablee Wiay be unable to attract and retain skilled pre$gonals.

Our ability to sustain our operations and growtlpetels on our ability to attract, train, motivated aatain highly
skilled key personnel, particularly in the creatarea of our businesg/e believe that there is significant demand for
personnel who possess the skills needed to perfoenservices we offer. The post-production and VFX stduy
requires skilled manpower with the ability deliver the creative needs of the clients. @ability to hire and retain
additional qualified personnel will impair our ahjlto continue to expand oudousiness. An increase in the rate of
attrition of our experienced employees would adsgraffect ourgrowth strategy. We cannot assure that we will be
successful in recruiting and retaining a sufficientmber of creative and technical personnel withréapiisite skills to
replace those personnel who leave. Further, we atamssure that we will be able to re-deploy andrai our
technical personnel tkeep pace with continuing changes in our busin@ss.Company may have to incur costs in
providing our employees with incentives to retain technidaffssuch as employee stock option plans (which is
commonly used incentive in intellectual capital inesses like ours) which will be @st to our Company (which
include the increased costs due to recent Indianeigulations affectinguch employee stock option plans). While we
have never experienced a work stoppage as a m@sdisagreements or otherwise with our employees, avenat
guarantee that we will not experience any suctdards in the future.

Our operations are dependent on latest technologgntls. Failure to upgrade the technology would affeour
business.

The entertainment and media industry is charaaériby technological change, evolving customer nesuts
emerging technical standards. Besides, digitalneldyy possesses additional risks including in@dasapital costs,
increased maintenance costs and changing requiterfandigital hardware. Our inability to adaptttte changing
technologies may limit the competitiveness and dehfar our services.

There are no standard valuation methods followedthe industry and there are no listed benchmarks felative
valuation comparison

There is no standard valuation methodology or actiog practices in the multi-media/post -productigisual effects
and related industries. Also, the valuations in Mexlia/ Entertainment and relatedlustries are presently high and
may not be sustained in future and may also noefective of futurevaluations for the industry. In addition, there is
no listed benchmark in India with a similar busmesix. Therefore our financials may not be comparable witier
comparable businesses in this industry.

We are exposed to various operational risks incluglithe risk of piracy by employees and outsiders

We run various operational risks which include tis of misappropriation and piracy of prints/negas from our

studios by employees and outsiders, non-compliavitte statutory requirements and operational errtirsnay not

always be possible to deter employees from misottndu the precautions we take to detect and pretlerge

activities may not be effective in all cases. Angls cases including acts of employee misconduatidfrimproper
use, disclosure of confidential information, pirammyuld result in legal and regulatory proceediragg] may severely
impact our business, financial conditions, repataind operations.

One of our Subsidiaries, Prime Focus London plc, @igd for and has been granted suspension from fraglits
equity shares on AIM

Prime Focus London plc has appointed BDO, UK, aditafirm, to review its accounts in view of the patial

restructuring of our overseas operations. Due ¢ootiigoing review by BDO, Prime Focus London plc thasided to
publish the annual report for the fiscal 2010 aftempletion of the review. Accordingly, it has maate application
for suspension of trading in the equity shareghil publication of the annual report of Prime Fotondon plc. The
trading in the equity shares was suspended widceffom September 30, 2010. The suspension frentréding in
equity shares may have an adverse impact on thetsilders of Prime Focus London plc.

We have high level of outstanding receivables aradildebts

The debtor’s turnover cycle of our Company has hibestrated in the table given below:
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(Rs. in million)

Particulars _ Consolidate(_j _ Unconsolidatgd
Fiscal 2010 Fiscal 2009 Fiscal 2010 Fiscal 2009
Average Debtors 1056.30 898.61 566|75 466.54
Income from Operations 4,527.84 3,543/73 952.73 B0
Debtors  Turnover (approximate 85 93 217 187
number of days)
Bad Debts and provision for bad debts 111.77 70.64 32.75 49.87|

As at March 31, 2010, our Company had 25.39% otdssolidated income from operations and 71.13%tsof
unconsolidated income as outstanding receivablas. Majority of our consolidated and unconsoliddtebme is
derived from the film industry which is charactedzby relatively long collection periods. As a paftour annual
management review, a portion of our receivables beyvrittenoff in case the management believes these are not
recoverable. However, large write-off of receivabteuld lead to earningtwngrades and valuation degrades.

. We have significant contingent liabilities and odinancial condition may be adversely affected ifethe contingent
liabilities materialise.

The contingent liabilities of our Company as retibetin our reformatted consolidated financial staats as indicated
in the table below for Fiscal 2010 and Fiscal 2662
(Rs. in million)

Particulars Fiscal 2010 Fiscal 2009

On account of undertakings given by the Group imofs of Customsg
authorities at the time of import of capital goagdsder EPCG Scheme. The
Group is confident of meeting its future obligatoon such undertakings in the
normal course of business.

On account of undertaking given on future probatidigation on behalf o
subsidiary company in the course of acquisitionsgleriay Prime Focus London 61.08 69.36
Plc. to vendors of Machine Effects Ltd. U.K.
Matters pending with Tax Authorities (Block Assegsit). The Group has begn

748.59 797.03

advised that it has a valid case based on simdeiddd matters. 0.11 1.05
Company has made payment of taxes under protesirdsvaddition made by

the tax authorities for the AY 2007-08. Company pase for an appeal to CIT 5.27 Nil
(Appeals)

Premium on conversion of FCCB 420.38 269.14
Matters pending with Customs Authorities for whigppeal is pending with 176.02 2.12
Appellate Tribunal. On the basis of legal advicetagied, the Group is

confident that no provision is required in respetthis case at this point of

time.

Estimated amount of contracts remaining to be eteelcan capital account arjd Nil 16.15
not provided for

Guarantees given by Banks on behalf of the Group. Nil 36.34
Total 1,235.43 1,191.20

In the event that any of the above contingent liids fructify, the same could adversely affectr dinancial
condition.

. Our management will have significant flexibility impplying proceeds of the Issue. The funding rerrent and
deployment mentioned in the section titled “Use foceeds” have not been appraised by any bank oafficial
institution.

We intend to use the proceeds of the Issue to amigloeg term working capital requirements of ourn@gany in
view of the expected growth in the business, prépapay debt, expand and upgrade existing fagslitstrengthen the
financial position of our Company, fund other sé@it initiatives and/or for other general corporpteposes. Our
funding requirements and the deployment of the geds of the Issue are based on internal managesigmates and
have not been appraised by any bank or financ&itition. Accordingly, management will have sigedint flexibility
in applying the proceeds of this Issue. Furtherhaee not appointed a monitoring agency to morikterutilization of
funds.

. We operate some of our studios from leased premigbsse terms may vary or may not be renewed on $erm
favorable to us or at all which could impact our eations
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Some of the facilities used by our UK, US and Caéaradperations are leased premises. While, matiyese are long
term leases and renewable atdption of the tenant, in the situation that thessesés are not renewed, we would have
to relocate our operations in these jurisdictions.r&hie no guarantee that we would be able to seappeopriate
premises at competitive prices and in a suitalgatlon. In addition, we would need to incusignificant expense in
order to refurbish the newly acquired facility tdtdgts business requirements.

Certain immovable properties in which we operater aifices are on lease without execution of any cprahensive
documentation or lease agreements have expired aredpending for renewal

Our Company is presently occupying certain immogglybperties in India without execution of leaseutoentation
or the lease agreement is pending for renewal.réhies for these properties are being paid on a Immnonth basis
and we can claim no vested interest in the premidesvever, there can be no assurance that we wmldble to
negotiate fresh leases for these premises to l@esato these properties in the future.

Our indebtedness and restrictive covenants impolgaertain loan agreements could restrict our abjlto conduct
our Business.

As of September 30, 2010, we had unconsolidatestanding loans of Rs. 1,408.32 million (includingydied and
non-funded) from banks apart from outstanding FG&BJSD 55 million. In addition, we may incur additial
indebtedness in the future. The high level of sulebtedness could have significant consequenagsding but not
limited to:

e a substantial portion of our cash flow will be uded repayment of debt, which will reduce the aahility of
cash flow to fund working capital, capital expendd, acquisitions and other general corporateireaents;

e our ability to obtain additional financing in thatfire or renegotiate or refinance our existing biddness on
terms favourable to us may be limited;

e fluctuations in market interest rates will affelog tcost of our borrowings;

e we may be more vulnerable to economic downturnsy b limited in our ability to withstand competigiv
pressures and may have reduced flexibility in redp@ to changing business, regulatory and economic
conditions;

* we may have difficulty satisfying payment and otbbligations under our existing financial arrangetaeand an
inability to comply with these obligations couldsudt in an event of default, acceleration of ouymant
obligations and enforcement of related securitgriggts over our assets;

* we may be restricted from making dividend paymémisur shareholders under certain circumstances.

Further, the said financing arrangements contaiiows restrictive covenants. Our Company has te tafor consent
of the applicable lenders for various businesssi@es, including but not limited to:

e raising any further debt;

e issue any guarantee / other undertakings for ouotaings or those of our group companies;
< issue further equity shares;

- effect any change in capital structure;

« effect any change in the composition of the Board;

» dispose of or divest any investments or any othsets;

. encumber any assets.

Failure to meet these conditions and covenantsadnility to obtain necessary lender consents ovevaiin relation to
such failure could materially and adversely affaat business, results of operations and financiadition.

Highly competitive environment in the Media & Entertainmerindustry could have an adverse impact on our
revenues and profitability

The Media and Entertainment industry, we operatéihighly competitive and service-oriented. Wenpete in each
of the local markets with other national and regigplayers and independent studios. There have beesral new
companies in India which have entered the samanbssj which has been possible partly due to theslitvy barriers
in this industry. Even if such new entrants do swatceed in entering and operating in the same marka profitable
basis, they may have to enhance competition wimni¢brn compels us to match the pricing with sucimgetitors. We
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also face competition from integrated productiamndsis that set up their own post-production and \W#Xsions. If
we are unable to differentiate our services frowséhof our competitors, the competitive pressumsdchave an
adverse impact on our revenues and profitability.

Fluctuations in foreign exchange rates can impaatggitability

During the Fiscal year 2010, 81.06% of the consméid revenues were in foreign currencies like USBDP and

GBP. Similarly, a portion of the expenses, inclgdithe capital cost for acquiring equipments, asl el other

operating expenses in connection with our inteomati operations, are denominated in currenciesr gtta Indian

rupees, most significantly the USD, CAD and GBP. Wéee also certain capital commitment in foreignrencies

including but not limited to FCCBs. Although ourditess operations provide a kind of natural hedgeut foreign

currency exposure, significant fluctuations in emay exchange rates between the Indian rupee aseé tturrencies
and inter-se such currencies may adversely affactesults of operations.

Furthermore, financial reporting currency of ourn@mny and its Indian subsidiaries is Indian rupedsje the
financial reporting currency of international subiaries of our Company is in various local currescof countries
that they operate in, including GBP. Our foreigmrency exchange risks therefore arise from the mismbetween
our financial reporting currencies, currency ofaatipn of our revenue and the currency of a sulbistigportion of our
expenses and our indebtedness, as well as timifegetices between receipts and payments which aesldt in an
increase of any such mismatch.

Although we believe that we have effective managenpeocess and hedging strategy in place, therebeano
assurance that such measures will enable us td #iveieffect of any adverse fluctuations in theugadf the Indian
rupee against the U.S. dollar or other relevargifpr currencies.

The Company's profit and loss data for the secongager of the current fiscal year have not yet befnalised and
are not yet available.

The Company is currently preparing its unaudited-consolidated profit and loss data for the thremtins ended
September 30, 2010 (thuarterly Financial Statements’), which are expected to be published on or before
November 15, 2010. The financial condition andiltssof operations of the Company as disclosedénQuarterly
Financial Statements can be influenced by a nurobénternal and external factors, including but fiatited to,
market prices of our products, seasonality, excharajes and interest rates. As at the date of Rlasement
Document and prior to the issue date of the Edbiitsres, none of the Company and the Book Runnegesrbaiewed

or will review the Quarterly Financial Statementsaay other unaudited unconsolidated financiakst&nts prepared
by the Company since June 30, 2010. As such, néitieeoCompany and Book Runners makes or can make an
representation or gives or can give any assurasite e results of operations of the Company édseidisclosed in
the Quarterly Financial Statements. FurthermorthafQuarterly Financial Statements do not dischusstive results
for the Company, this could have a negative effecthe trading price of the Equity Shares.

We may engage in acquisitions, strategic investnsemstrategic partnerships alliances or other vergsrthat may
not be successful

In the past five years, we have undertaken strategfjuisitions to achieve the present growth. Wg omatinue to
acquire or make strategic investments in compleangriusinesses, technologies, services or prodoctsay enter
into strategic partnerships or alliances with thpedties in order to enhance its business. It &sibte that we may fail
to identify suitable acquisitions, strategic inveehts or strategic partnership candidates, or éfveve identify

suitable candidates, we may fail to close thosestations on terms commercially acceptable tolie ihability to

identify suitable acquisition targets or investnsemr the inability to close such transactions médfgch our

competitiveness and growth prospedfswe acquire another company, we may have difficih assimilating the
acquired company’s personnel, operations, techyotogl software. In addition, the key personnelh&f acquired
company may choose not to work with us. In addjtiee may have difficulty in integrating the acquirproducts,
services, technologies or employees into our ojperst These difficulties could disrupt our ongoibgsiness and
management and increase our expenses.

We may not be able to manage the rapid growth i business which could have a material adverse effen the
results of operations and financial condition

We believe that our rapid growth may place sigaificdemands on our management atiter resources. It will
require us to continue to develop and improve dperal, financialand other internal controls, globally particular,
continued growth increases the challenges invoired

(i) recruiting, training and retaining sufficient skil technical, marketing and management personnel;
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(i) adhering to the quality and process execution stais
(iii) preserving culture, values and entrepreneurialrenxient;

(iv) developing and improving internal administrativefréstructure, particularly its financial, operatin
communications and other internal systems; and

(v) maintaining high levels of client satisfaction.
Failure to overcome the challenges mentioned aldl/eave an adverse impact on our business.

We have entered into, and will continue to entettanrelated party transactions. There can be now@ssce that
such transaction, individually or in the aggregateill not have an adverse effect on our businessaincial
condition and results of operations.

We have entered into certain transactions withtedlgarties, including our Subsidiaries, joint weat company,
Group Companies, Promoters, Directors and thedtivels, key management personnel and enterprisehich key

management personnel/ Directors have significdhiénce. For further information on our relatedtpdransactions,
see Related Party Transaction$ of this Placement Document. While we believe th#lt our related party
transactions have been conducted on an arm’s |dxagls, there can be no assurance that we couldanetachieved
more favorable terms had such transactions beemneghinto with unrelated parties. Also, it is likeéhat compliances
required under the Companies Act to enter into saldied party transactions may not have been dgechplith.

Furthermore, it is possible that we will enter im&dated party transactions in the future. Thene & no assurance
that such transactions, individually or in the aggte, will not have an adverse effect on our lassinfinancial
condition and results of operations.

Further, the Promoters and Directors may also garded as having interest in the Equity Sharemyf held by them
or by the companies/ firms/ventures promoted byntloe that may be subscribed by or allotted to tbmganies,
firms, trusts, in which they are interested as aaes, members, partners, trustees and promotarsugnt to this
Issue. All of the Promoters may also be deemecetinterested to the extent of any dividend payablthem and
other distributions in respect of the said Equita®s. For detailed information, please see thiosetitled “Board of

Directors and Key Managerial Personriebf this Placement Document.

Our revenues could be significantly affected if thgovernments in countries in which our customerseabased
restrict companies from outsourcing work to non-destic organisations.

The issue of companies outsourcing services tonisgions operating in other countries has becontepe of
political discussion in many countries. In additidhere has been recent publicity about negativeesences
associated with offshore outsourcing, such as #rdtmisappropriation of sensitive client datafipalarly involving
service providers in India. Current or prospectilients may elect to perform such services thenesetw may be
discouraged from transferring these services frashore to offshore providers to avoid negative @gations that may
be associated with using an offshore provider. slayvdown or reversal of existing industry trendwaod offshore
outsourcing would seriously harm our ability to quate effectively with competitors that provide see¢ from the
other countries. Measures aimed at limiting orrietitg offshore outsourcing have been enacted fievacountries
and there is currently legislation pending in salepuntries. The measures that have been enacwate generally
have restricted the ability of government entit@®utsource work to offshore business processceeproviders and
have not significantly adversely affected our bass) primarily because we do not currently work $oich
governmental entities and they are not currenftycas of our sales strategy. However, pending turéulegislation in
these countries could adversely affect our busjessilts of operations and financial condition.

We face the risk of potential liabilities from lawgs or claims by consumers and end-users.

We face the risk of legal proceedings and clainmsdobrought against us by various entities inclgdionsumers and
end users of software products for which our sewielate for various reasons including for defecproducts sold
or services rendered. Responding to complaintsdeading with claims takes time and can divert managnt's
attention away from our operations. If some oradlthese lawsuits or claims succeed it could adhgraffect our
business and financial performance. This may resulabilities and/or financial claims against as well as loss of
business and reputation.
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RISKS RELATING TO THE EQUITY SHARES

An investor will not be able to sell any of the Ety Shares subscribed to in the Issue other than amecognized
Indian stock exchange for a period of 12 months fnothe date of the issue of the Equity Shares.

Pursuant to the SEBI (ICDR) Regulations, for a gedf 12 months from the date of the issue of thaity Shares,
QIBs purchasing Equity Shares in the Issue may seallytheir Equity Shares on the trading platfoprsvided by the
Stock Exchanges and may not enter into any off-etarlading in respect of these Equity Shares.

The issue of share warrants may result in dilutiar existing shareholding.

Our Company has issued 1,000,000 share warraotsetof our Promoters, Mr. Namit Malhotra on Octob®y 2010.

These warrants can be converted into equal nunflibe @quity shares of Rs. 10 each. If Mr. Namitidéra decides
to exercise his option to convert the share wasremequity shares, this would result in dilutidrtree shareholding of
the other existing shareholders. For further infation relating to issue of warrants, see sectitadti“Recent

Developmentsin this Placement Document.

Future issues or sales of the Equity Shares mayn#figantly affect the trading price of the Equity I&ares.

The future issue of the Equity Shares or the dispobthe Equity Shares by any of the major shddse orthe
perception that such issues or sales may occursigayficantly affect the trading price of the Equishares. If, for
example, our Company consummates one or more isignifacquisitions througthe issuance of the Equity Shares,
holders of the Equity Shares could suffer dilutafntheir ownership interests. There are limitedrieons on our
Company's ability to issue Equity Shares or our famy's major shareholders' ability to disposeheiir Equity
Shares, and there can be no assurance that oura@ygmgpll not issue Equity Shares or that any shalasT will not
dispose of, encumber, or pledge, the Equity Shartee future.

The Promoters and Promoter Group will continue twld a majority of the Equity Shares after the Issa@d can
therefore determine the outcome of shareholder agti

After the completion of this Issue, the Promoterd &romoter Group will hold approximately 49.73%tloé Equity
Shares. Consequently, the Promoters and PromotamGrill continue to be able to exercise a sigaificdegree of
influence over our Company and will be able to oointhe outcome of any proposal that can be apgravith a
majority shareholder vote. The Promoters and Prentoup will also be able to influence the setatf the Board
and to control most matters affecting us, includimg appointment and removal of the officers; thsitess strategy
and policies; any determinations with respect togees, business combinations and acquisitions spoditions of
assets; our dividend payout; and the capital siracind financing.

Conditions in the Indian securities market may affiethe price or liquidity of the Equity Shares.

Securities markets in India are volatile and thdidn Stock Exchanges have in the past experiengbstantial
fluctuations in the pricesf listed securities. The Indian financial markkés/e experienced volatility, with the BSE
Sensex from a high of 21,206.77 points on Janu@y®Q08 to a low of 7,697.39 points on October2008, a decline
of almost 63.70% during the period. Similarly, B8E Sensex increased from 8,047.17 points on M&ay&009 to
17,486.05 points on December 29, 2009, a rise 6f2B26 during the period. In addition, the governirglies of the
Indian Stock Exchanges have from time to time ingplagstrictions on trading in certain securities, tations on
price movements and margin requiremeRtgture fluctuations in the Indian securities masketiuld have a material
adverse effect on the price of thquity Shares.

Because our Equity Shares are quoted in Indian r@gsein India, investors may be subject to potent@dses arising
out of exchange rate risk on the Indian rupee andks associated with the conversion of Indian ruppeceeds
into foreign currency.

Investors are subject to currency fluctuation skl convertibility risk since the Equity Shares guoted in Indian
rupees on the Indian stock exchanges on which dheyisted. Dividends on the Equity Shares wilbat® paid in

Indian rupees. In addition, investors that seegetb Equity Shares will have to obtain approvahir®BI, unless the
sale is made on one of the Stock Exchanges or imemiion with an offer made under regulations reigar

takeovers. The volatility of the Indian rupee agathe U.S. dollar and other currencies subjestssiors who convert
funds into Indian rupees to purchase the Equityé&htp currency fluctuation risks.

There is no guarantee that the Equity Shares wi#l bsted on the Stock Exchanges in a timely manner
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In accordance with Indian law and practices, pesioisfor final listing and trading of the Equity &les will not be

granted until those Equity Shares have been issuned allotted. Approval will require all relevant aonents

authorizing the issuing of Equity Shares to be dttbrh There could be a failure or delay in listilhg Equity Shares
on the Stock Exchanges. Any failure or delay inagbihg the approval would restrict your ability despose of your
Equity Shares.

The regulation and monitoring of Indian securitiemrkets and the activities of investors, brokersl ather

participants differ, in some cases significanthpnf those in Europe and the U.S. The BSE and tHe N&e in the
past experienced problems, including temporary axgh closures, broker defaults, settlements delagisstrikes by
brokerage firm employees, which, if continuing ecurring, could affect the market price and liquidof the

securities of Indian companies, including the Bg@hares, in both domestic and international markedr instance,
on May 18, 2009, following an unprecedented ris@wdr 17.0% in the Sensex and the Nifty as a readt the

success of the new coalition government in thentegeneral election, the Indian stock market wag down at noon
and resumed trading only the next day. A closureopftrading stoppage on, either of the BSE andNB& could

adversely affect the trading price of the Equityaf&s or a shareholder’s ability to sell Equity ®isaat a particular
point in time. Historical trading prices may notibdicative of the prices at which the Equity Stsawéll trade in the
future.

Rights of shareholders under Indian law may be mdimited than under the laws of other jurisdictions

The Companies Act and related regulations, thecketiand the Listing Agreements with the Stock Exdes govern
the corporate affairs of our Company. Legal pritesprelating to these matters and the validity ofporate
procedures, directors fiduciary duties and liaileit and shareholders rights may differ from thibse would apply to
a company in another jurisdiction. Shareholderstsiginder Indian law may not be as extensive askbhlers rights
under the laws of other countries or jurisdictiomsestors may have more difficulties in assertihgir rights as a
shareholder of our Company than as a shareholdecofporation in another jurisdiction.

Any trading closure at the Stock Exchanges may achedy affect the trading price of our Equity Shares

The regulation and monitoring of Indian securitiemrkets and the activities of investors, brokersl ather
participants differ, in some cases significanthpni those in the U.S. and Europe. Indian stock axghs have in the
past experienced problems, including temporary axgh closures, broker defaults, settlement delagiss&ikes by
brokers, which, if continuing or recurring, coulffest the market price and liquidity of the seciest of Indian
companies, including the Equity Shares, in both etin and international markets. A closure of,rading stoppage
on, the Stock Exchanges could adversely affecttridding price of the Equity Shares. In additiore tjpverning
bodies of the Indian stock exchanges have from timdime restricted securities from trading, lindit@rice
movements and increased margin requirements. Fudisputes have occurred on occasion betweenl lienpanies
and the Indian stock exchanges and other regul&imaies that, in some cases, have had a negafaet eh market
sentiment. If similar problems occur in the fututee market price and liquidity of the Equity Sharmeould be
adversely affected. A closure of, or trading stappan, either the BSE or the NSE could adversdbctathe trading
price of the Equity Shares. Historical trading psctherefore, may not be indicative of the prieshich the Equity
Shares will trade in the future.

There are restrictions on daily movements in theiger of the Equity Shares, which may adversely affec
shareholder’s ability to sell, or the price at witidt can sell Equity Shares at a particular poin time.

We are subject to a daily “circuit breaker” impodsdall stock exchanges in India, which does nlmvatransactions
beyond specified increases or decreases in the pfiequity shares. This circuit breaker operatdspendently of the
index-based market-wide circuit breakers generailyosed by SEBI on Indian stock exchanges. Thegpgage limit

on our circuit breakers is set by the stock excbhargpsed on the historical volatility in the prasel trading volume
of the equity shares. The BSE and NSE halted tgadire to the index-based market-wide circuit breakeMay 18,

2009 after the index crossed the threshold of sirchiit breaker. A closure of, or trading stoppage either the BSE
or the NSE could adversely affect the trading patéhe Equity Shares. The stock exchanges donfiotm us of the
percentage limit of the circuit breaker in effeairh time to time and may change it without our kfemge. This

circuit breaker limits the upward and downward nmoeats in the price of the equity shares. As a teduhis circuit

breaker, no assurance may be given regarding ywlitydo sell your Equity Shares or the price dtigh you may be
able to sell your Equity Shares at any partictitaet

Your ability to sell Equity Shares that you acquirie this Issue is restricted by the transfer resfions set forth in
this Placement Document.
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No actions have been taken by our Company in otdgoermit a public offering of the Equity Sharesany
jurisdiction including in India. The Equity Sharase subject to restrictions on transferability aedale. You are
required to inform yourself about and observe thestictions, which are set forth in this Placetri@acument under
section titled Transfer Restriction$ of this Placement Document. Our Company, its espntatives and its agents
will not be obligated to recognize any acquisitidrgansfer or resale of the Equity Shares made othan in
compliance with the restrictions set forth herein.

Your ability to sell your Equity Shares to a resiateof India may be subject to delays if RBI apprdva required.

Under current Indian regulations and practice, eyglrof the RBI is required for the sale of Equitgares by a non-
resident to a resident of India, unless the salmasle on a stock exchange in India through a stwoker or a

merchant banker registered with SEBI, at the mavkiee or in terms of the pricing guidelines spiecifby the RBI in

the case of an off-market transfer. If the Equibha®s are thinly traded, then certain other prigjniglelines specified
by the RBI must be followed. Prior to the repataatof sale proceeds, certain filings must be maitle an authorised
dealer remitting the proceeds along with certaioutieents, including an undertaking from the residanter in the

prescribed form stating that the pricing guidelilese been adhered to and a no objection/tax cieareertificate

from the income tax authority or an accountant ltesen obtained. If any approvals are required froenRBI or any

other government agency, they may not be obtaing@rmns favourable to a non-resident investor @llaive cannot
guarantee that any approval, if required, will itained in a timely manner or at all. Because afsfile delays in
obtaining requisite approvals, investors in the ig8hares may be prevented from realising gaimgdueriods of

price increases or limiting losses during periofigrize declines.

You may be subject to Indian taxes arising out @fpital gains on the sale of the Equity Shares.

Capital gains arising from the sale of the equltares of our Company are generally taxable in Indiay gain
realized on the sale of listed equity shares otoeksexchange held for more than 12 months will m®tsubject to
capital gains tax in India if the securities trastgm tax (‘'STT”) has been paid on the transaction. The STT veéll b
levied on and collected by an Indian stock exchamg&hich equity shares are sold. Any gain realiaedhe sale of
equity shares held for more than 12 months to diminresident, which are sold other than on a neicedg stock
exchange and as a result of which no STT has baidnill be subject to capital gains tax in Indiurther, any gain
realized on the sale of listed equity shares heldafperiod of 12 months or less will be subjectapital gains tax in
India. Capital gains arising from the sale of tijeigy shares of our Company will be exempt frometson in India in
cases where an exemption is provided under a thettyeen India and the country of which the se#iea resident.
Generally, Indian tax treaties do not limit Indiability to impose tax on capital gains. As a resdsidents of other
countries may be liable for tax in India as wellimsheir own jurisdictions on gain upon a salgh# Equity Shares.
For further details, please refer to the sectitbadi“Taxation” of this Placement Document.

There may be less information available in Indiaecurities markets than in securities markets in neodeveloped
countries.

There is a mandatory level of regulation, disclesand monitoring of the Indian securitimsirkets and the activities
of investors, brokers and other participants. SEBlesponsible for ensuring and improving disclesamd other
regulatory standards for the Indian securities et@kMoreover, under the terms of the listaggeement which every
listed company enters into with the relevant stexkhange ("ListingAgreement"), certain information needs to be
disclosed to the stock exchange which is then naaddable to the general public. SEBI has issueplegions and
guidelines on disclosure requiremenitssider trading and other matters. There may, hewebe less publicly
available information abouihdian companies than is regularly made availaglpublic companies in more developed
economies. As result, one may have access to less informabontaour Company's business, results of operations
andfinancial conditions, and those of our Company'mgetitors that are listed on the BSE, NSE and oshark
exchanges in India, on an ongoing basis than theyhmave in the case of companies subjec¢porting requirements
of other more developed countries.

Financial instability in other countries, particuldy emerging market countries, could disrupt the dran share
market and affect the price of the Equity Shares.

Although economic conditions are different in eachuntry, investors' reactions to developments i@ @untry may
have an adverse effect on the securities of companiother countries, including India.léss of investor confidence
in the financial systems of other emerging markegy cause increasemlatility in Indian financial markets and the
Indian economy in general. Any worldwide financiaktability could also have a negative impact oa thdian
economy, including the movement ekchange rates and interest rates in India, whatlidcadversely affect the
Indian financial sector iparticular. Any financial disruption could have adverse effect on our business, future
financial performance, shareholders' equity andtite of the Equity Shares.
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Significant differences exist with Indian GAAP usetthroughout our Company's financial information andther
accounting principles with which investors may beore familiar.

Our reformatted financial statements are extraftech our audited consolidated financial statemexgt<of and for
fiscal 2010, 2009 and 2008, prepared in accordavitte Indian GAAP. Indian GAAP differ in certain sidicant
respects from IFRS and other accounting principled auditing standards with which prospective itwssmay be
familiar with in other countries. We do not provideeconciliation of our financial statements t&R8or a summary
of principal differences between Indian GAAP an&8-relevant to our business. Furthermore, we havegumantified
or identified the impact of the differences betwdadian GAAP and IFRS as may be applied to our rioia
statements. As there are significant differencawéen Indian GAAP and IFRS, there may be substadifferences
in the results of operations, cash flows and firengositions discussed in this Placement Documénite relevant
financial statements were prepared in accordandk WARS. The significant accounting policies apglien the
preparation of our financial statements are afostt in notes to the reformatted financial statateeéncluded in this
Placement Document. Prospective investors showidwethe accounting policies applied in the prefiaraof these
financial statements, and consult their own praéesd advisors for an understanding of the diffesn between
Indian GAAP and IFRS and how they might affectfihancial information contained in this PlacememtcDment.

EXTERNAL RISK FACTORS

Terrorist attacks, civil disturbances and regionedbnflicts in India and elsewhere in the world mayte a material
adverse effect on our business and on the marketsfecurities in India.

Terrorists and other acts of violence or war mayeaskly affect global equity markets and economamgh. These
acts may also result in a loss of business confielemake travel and other services more difficall &#ave other
consequences that could have an adverse affecuombusiness, results of operations and financialdition. In
addition, any deterioration in international redas may result in investor concern regarding registability which
could adversely affect the price of Equity Shatasaddition India has witnessed localised terraaisacks recently.
Such incidents could also create an increased pwoethat investment in Indian companies involagsigher degree
of risk and could have a material adverse effecbwnbusiness and the market price of the Equigr&h India has
from time to time experienced instances of homgitwith neighbouring countries, including betwdedia and
Pakistan. In recent years, military confrontatibesween India and Pakistan have occurred in Kasandralong the
India-Pakistan border although the governmentsndfal and Pakistan are engaged in conciliatory effdvlilitary
activity or terrorist attacks in the future couldlience the Indian economy by disrupting commutioces and making
travel more difficult and such political tensiorsutd create a greater perception that investmenriisdian companies
involve higher degree of risk. Events of this natim the future, as well as social and civil unreghin other
countries in Asia, could influence the Indian eamgaand could have an adverse effect on the maoketefcurities of
Indian companies, including the Equity Shares.

Political instability and significant changes in # Government's policy on liberalisation of the Irath economy
could impact our financial results and prospects.

India has in recent years implemented economicmefpand the current coalition-led Government wiiame to

power in May 2004 and was re-elected in 2009 hawmwamced policies and undertaken initiatives thattiooe the

economic liberalisation policies pursued by presidgsiovernments. However, there can be no assurhatehese
liberalisation policies and the political stabiliyill continue in the future. The rate of econortiberalisation could
change, and laws and policies affecting the entertant industry, foreign investment, currency exgeand other
matters affecting investment in our Company's séesrcould change as well. Any significant chaigéberalisation

and deregulation policies could adversely affeditess and economic conditions in India generaily @ur business
in particular.

Any downgrading of India's debt rating by an inteational rating agency could have a negative impamt our
Company's business.

Any adverse revision to India's credit rating fantestic and international debt by internationahgatgencies may
adversely impact our Company's ability to raiseitémttal financing and the interest rates and tkheimmercial terms
at which such additional financing is available.isTlkkould have an adverse effect on our Companyantial
performance and our Company's ability to obtaiarfiting to fund our growth on favourable terms calhat

A decline in India's foreign exchange reserves maffect liquidity and interest rates in the Indiancenomy, which
could adversely impact our Company's financial catidn.
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According to a report released by the RBI, Indiafeign exchange reserves totalled US$295.79 hillis at October
8, 2010. A decline in this reserve could impactvhkiation of the local currency and could resulteduced liquidity
and higher interest rates which could adverselgcafbur Company's future financial performance #red market
price of the Equity Shares.

Investors may have difficulty enforcing foreign jugments against our Company or our Company's managan

Our Company is a limited liability company incorpted under the laws of India. All of our Compardit®ctors and
executive officers are residents of India. As aite# may be difficult for investors to effectrstce of process on our
Company or to enforce judgments obtained againstGampany in foreign courts predicated upon theilliy
provisions of foreign countries. Moreover, it idikaly that a court in India would award damagestiosm same basis
as a foreign court if an action were brought inidndr that an Indian court would enforce foreigdgments if it
viewed the amount of damages as excessive or iistenswith Indian practice. Also, a party seekingenforce a
foreign judgment in India is required to obtain ep@l from the RBI to repatriate outside India aamount
recovered.

Our Companys business and activities are regulated by the Cetitjpn Act, 2002.

The Parliament has enacted the Competition Act23@te "Act”) for the purpose of preventing practices having a
adverse effect on competition under the auspiceéseoCompetition Commission of India. Although eteac the Act
has not yet fully come into force (except for certdimited provisions). Under the Act, any arrangam
understanding or action whether or not formal dorimal which causes or is likely to cause an agptde adverse
effect on competition is void and attracts sub&hpenalties. Any agreement, inter alia, whichedity or indirectly
determines purchase or sale prices, limits or otsroduction, or shares the market by way of gmgigical area or
number of customers in the market is presumedye ha appreciable adverse effect on competitias.uhclear as to
how the Act and the Competition Commission of Indili affect industries in India.
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USE OF PROCEEDS

The total proceeds of the Issue will be Rs. 729n80ion. After deducting the Issue expenses of agpnately Rs.
18.25 million, the net proceeds of the Issue wélldpproximately Rs. 711.55 million.

Subject to compliance with applicable laws and taons, the Company proposes to use the net pdsaafethe Issue
to augment long term working capital requiremerftthe Company in view of the expected growth in @empany’s
business, prepay / repay of debt, expand and upgr&dting facilities, strengthen the financialifioa of the Company,
fund other strategic initiatives and/or for othe@ngral corporate purposes.

In accordance with the policies set up by our Bpamid as permissible under applicable laws and igowent
policies, our management will have flexibility iregloying the proceeds received by us from the IsR@nding
utilization for the purposes described above, viend to temporarily reduce the existing borrowinfithe Company,
deploy the same in working capital facilities / &t the proceeds in other credit worthy instrumestgh investments
would be strictly in accordance with the investmeuaiicies approved by the Board from time to time.
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CAPITALISATION

The following table sets forth our capitalizationdatotal debt as of March 31, 2010 on consoliddtadis and as
adjusted ta@jive effect to the Issue pursuant to this Placeni@dument. This table should be read in conjunctith
our Company’'s reformatted financial statements dnel related notes, other financial information atite
section titled Management’'s Discussion and Analysis of Financialoodition and Results of
Operations contained elsewhere in this Placement Documedttha other financial information contained elsexghe
in this Placement Document.

(in Rs. million)

As at March 31, 2010 As adjusted for the Issue
Shareholder’s Fund
Share Capital 128.23 138.87
Reserves and Surplus 1,797.83 2,498.74
Total Shareholder’'s Fund 1,926.06 2,637.61
Minority Interest 283.73 283.73
Loan Fund
Secured Loans 2,471.65 2,471.65
Unsecured Loans 2,162.70 2,162.70
Total Loan Fund 4,634.35 4,634.35
Total Capitalisation 6,844.14 7,555.69

Unsecured loans include Rs. 2,162.70 million fareifign currency convertible bonds which can be caedeto equity
shares on or before December 13, 2012.

Pursuant to the special resolution of the sharehsldt an AGM dated September 30, 2010 and theegubst resolution
of the Board dated October 15, 2010, 1,000,000 amssrconvertible into 1,000,000 equity shares aof Rseach were
issued and allotted to Mr. Namit Malhotra. Our Camyp has received Rs. 138.70 million, on the allothod warrants.

Share premium as “Adjusted for the Issue” is nethef approximate issue expenses related with theelsAny other
changes in shareholder’s and loan fund subseqoadviatch 31, 2010 have not been considered in thestd figures.
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FINANCIAL INDEBTEDNESS

Our Company has availed cash credit facilities ef F91.31 million, term loans of Rs. 542.78 milliomorking capital
loan of Rs. 250.00 million, hire purchase obligataf Rs. 41.24 million, vehicle finance loans of B6.63 million and a
bank guarantee of Rs. 28.48 million as on Septer3iBer2010. Set forth below is a brief summary of ourrent
significant financing arrangements as on Septer@de010.

Outstanding

Name of Lender Facility Loan (Rs. in Interest Rate
million)

ICICI Bank Credit arrangement letterCash credit — Cash credit - IBAR plus cash credlit
dated May 13, 2010 for: (i) a26.91 risk  premium minus 0.94%.
cash credit facility of Rs| Term Loan —| Currently at 15.31% p.a.
67.50 million, including & 191.28 Working capital demand loan — o
sub-limit of Rs. 67.50 million Buyer's credit —| be determined at the time of
for a working capital demand205.36 disbursement. Currently at 12.21%
loan facility; (i) a capex p.a.
letters of credit facility of Rs Term loan — IBAR, liquidity

500 million, including sub-
limits of Rs. 500 million for

premium minus 1.8%, subject to
minimum rate of 11.5%

a

buyer’s credit and of Rs. 250
million for a term loan
facility.

Ratnakar Bank Sanction letter datef Cash credit - Term loan - 12.5% p.a. or PL
September 23, 2008 for |al62.12 minus 2.5% whichever is higher.
term loan of Rs. 350 million, Term  loan —| Cash credit — PLR plus 0.59
Sanction letter dateq 270.40 Currently 13.50% p.a.
December 24, 2009 for a cash

credit facility of Rs. 162.5
million.

Yes Bank

Facility letter dated April 19
2010 for a cash credit facilit
and working capital deman
loan of Rs. 270 million. The
limit of working capital is Rs
250 million and that of cas
credit is Rs. 20 million.

Working Capital —
y 250.00, Cash
dCredit limit - 2.28
> & LC —20.76

n

Working capital demand loan —
be determined at the time
disbursement.

Cash credit — YES Bank PL
minus 3.5%. Currently at 13% p.a

Kotak Mahindra Bank

Sanction letter dated May |}

2008 for a term loan of Rs.

200 million and a ban
guarantee facility of Rs. 3
million. The bank guarante
facility stands increased
Rs. 50 million.

b,Term loan — 81.10

D

[}

0

Term loan - Kotak Mahindra Ba
PLR minus 4.7%. Currently 3
11.8% p.a.

ink
18

IDBI Bank

Sanction letter date
November 4, 2009 for lettg
of credit facilities of Rs. 20(

dBuyer's credit —
r198.12

million.

Not applicable

In addition to above, the Company has hire purchasebligation of Rs. 41.24 million and Vehicle Finane Loans of

Rs. 10.63 million

Our Company has created charges over its fixedsass@rrent assets, movable and immovable assedsciare certain
financing arrangements. Further, our promotersMéaresh Malhotra and Mr. Namit Malhotra have prodid@conditional
and irrevocable personal guarantees in relatiaettain loans.

The said financing arrangements contain variousicése covenants. Additionally, our Company haslertaken not to
do any of the following without the prior consefftloe applicable lenders:
e raise any further debt;
e issue any guarantee / other undertakings for ouotaings or those of our group companies;
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e issue further equity shares;

- effect any change in capital structure;

« effect any change in the composition of the Board;

» dispose of or divest any investments or any othsets;

e encumber any assets;

« declare or pay any dividend,;

* engage in additional capital expenditure more fRan100 million;

< undertake any new project schemes unless the eitpenis covered by net cash accruals or from l@mm funds
received for financing such new projects;

e escrow its future cash flows or create any chardieo or interest therein of whatsoever nature;

« invest by way of share capital in or lend or adeafunds to or place deposits with any other concern

* make additional investments in subsidiaries;

e extend loans and advances to group companies;

« directly or indirectly create, incur, assume oresthise become or remain directly or indirectly lekvith respect
to any financial indebtedness;

« take actions for voluntary dissolution, winding-aipliquidation or any restructuring or reorganieatiwhich has a
similar effect;

e undertake or permit any reorganization, amalgamati@construction, takeover or any other schemes
compromise or arrangement;

e acquire any entity;

e investin any associate or group companies;

« make loans to directors / associates and other anieg;

e permit total debt to exceed 1.8 times total nettinor

* permit total debt to exceed 7.2 times earningsriedfderest, depreciation, taxes and amortization;

e permit earnings before interest, depreciation, sazxed amortization to fall below 4.3 times net iies#; and
amend memorandum or articles of association.

Foreign Currency Convertible Bonds

The Company issued U.S. $ 55,000,000 zero coupevectible bonds due in 2012 (thBdnds'). The Bonds will bear no
interest, except in certain circumstances. The Barahstitute the Company's direct, unconditionakubordinated and
unsecured obligations and shall mature on DecemBBer2012. The Bonds were issued in registered fornthe
denomination of U.S. $100,000. The Bonds are cdilerat any time on and after January 22, 2008umtb the close of
business on November 28, 2012 by holders of thedBamto newly issued, equity shares of Rs.10 e&tieoCompany on
the terms described therein, at an initial conegrgirice of Rs. 1386.79 per Share with a fixed @teexchange on
conversion of Rs.39.39 = U.S.$1.00. In terms ofdiimon of the FCCB issue, the conversion price basn reset to Rs.
1,109 per equity shares of face value of Rs. 10.el@arther, in terms of the conditions of the FCiG8&ue, the conversion
price has been reset to Rs. 110.9 per equity sbéiRs. 1 each on sub-division of equity sharesuwfCompany.

The Bonds may be held and transferred, and wibffered and sold, in integral multiples of U.S.$)@D each. At any
time on or after December 12, 2010, the Company isgye an irrevocable "Optional Redemption Noticethe holders
of the Bonds to redeem the Bonds in whole at theirly Redemption Amount as at the Optional Redesnpiate.
However, no such redemption may be made unles€litging Price of the Equity Shares (translated lot8. dollars at
the Prevailing Rate) for each of 20 out of 30 consige Trading Days, the last of which occurs natrenthan five days
prior to the date upon which the Optional Redemmptiotice is published, is greater than 130 per edrthe Early
Redemption Amount which would be payable on a Bondsuch day were such Bond due for redemption ahdhy
divided by the Conversion Ratio in respect of tBanhd on that day. Furthermore, at any time, the gamg may, with
prior notice redeem the Bonds in whole at theilfeRedemption Amount as at the Optional Redempibate if less than
10 percent in aggregate principal amount of the dBooriginally issued (including any additional Benisued in
accordance with Condition 11 stipulated thereinriffar Issues) and consolidated and forming a siagtées with such
Bonds) is outstanding. The Company has undertdi@nfor so long as any Bond remains outstandirggbmpany will
not create or permit to subsist any mortgage, &arigdge, lien or other form of encumbrance ousty interest on its
undertakings, assets or revenues to secure cety@ies of indebtedness. No bonds have been convsiftelate by the
holders and the Company has not exercised the etgmption option.

Contingent liabilities and Balance Sheet arrangemdn

For details of the same, please refer to notesctmumts in the sectionFfnancial Statement% in this Placement
Document.
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MARKET PRICE INFORMATION

The equity shares of our Company have been listeth® Stock Exchanges since June, 2006. The thblesv set forth,
for the periods indicated, the high, low and averafpsing prices and the trading volumes on BSE [48& for the
Company’s Equity Shares.

While reviewing the information below, it should beted that pursuant to the resolution passed éghiareholders in the
annual general meeting held on September 30, 26&0Equity Shares of the Company were subdividethfshares of
face value Rs. 10 each to shares of face valud Rach. The record date for the subdivision waselder 1, 2010. The
Equity Shares are being traded on the Stock Exasaafier the subdivision with effect from Octob8r 2010.

The following tables set forth the reported higiw land average market prices of our Equity Sharésca value of Rs. 10
each on the BSE and the NSE traded on the dayshsgictand low prices were recorded for the last¢Hfinancial Years
2007-08, 2008-09 and 2009-10.

BSE
Year ended Date of High Volume on Date | Date of Low Low | Volume ondate| Average Closing
March 31 High (Rs.) of High (No. of (Rs.) of Low (No. of for the year
Equity Shares) Equity Shares) (Rs.)

2008 January 3, 1450.00 10,524 April 4, 2007 402.00 18,4[79 892,17
2008

2009 April 21, 764.00 1,133 March 9, 200 51.80 32,267 331.19
2008

2010 January 12,| 283.70 43,773 April 1, 2009 82.00 14,734 195|57
2010

(Source: BSE Website)

NSE
Year ended Date of High Volume on Date | Date of Low Low | Volume ondate| Average Closing
March 31 High (Rs.) of High (No. of (Rs.) of Low (No. of for the year
Equity Shares) Equity Shares) (Rs.)

2008 January 4, 1548.90 3,313 April 2, 2007 403.90 2,250 891(72
2008

2009 April 23, 761.05 880| March 9, 2009 51.20 61,158 331.17
2008

2010 January 12| 283.80 79,191 April 1, 2009 82.60 12,496 195(74
2010

(Source: NSE Website)

The following tables set forth the reported highl &w closing prices of our Equity Shares recorded3SE and NSE and
the number of Equity Shares traded on the days Bigthand low prices were recorded and the volufreeourities traded
in each month during the last six months.

BSE
Month | High Date of | No. of | Total Volume | Low Date of Low No. of | Total Average Total Volume Of
(Rs.) High Equity of Equity | (Rs) Equity Volume of | price for | Equity Shares
Shares shares traded Shares Equity the Traded in the month
traded on | on date of traded shares month
d_ate of high (Rs in on date | traded on | (Rs.) n N Rs
high million) of low date of Io_w Number oo
(Rs. in million
million)
May 333.00| May 4, 26,458 8.60| 257.15| May 21, 2010 10,172 2.68  289.30 152,155 45.67
2010 2010
June 314.00 | June 30, 32,328 10.05| 257.20| June7,2010 1,647 0.43 278.06 190,646 54.4
2010 2010
July 378.60 | July 30, 66,961 24.74| 300.60| July 1, 2010 9,021 2.76 342.51 758,631 260.93
2010 2010
August 606.90 | August 157,717 93.56 385.00| August 2| 283,597 115.18 527.64 3,701,230| 1,913.1
2010 25, 2010 2010 3
Septe 694.00 | Septemb 35898 24.44 570.00| September 1, 44056 25.40 627.33 1943165  1,234.
mber er 30, 2010 5
2010 2010
Oct 753.00 | October 483074 353.78 674.00 October 20, 10082 6.87 699.02 1328448 949.1
2010* 4, 2010 2010

(Source: BSE Website)
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NSE

Month | High Date of | No. of | Total Volume | Low Date of Low No. of| Total Average Total Volume Of
(Rs.) High Equity of Equity | (Rs) Equity Volume of | price for | Equity Shares
Shares shares traded Shares Equity the Traded in the month
traded on | on date of traded shares month
d_ate of hi_gh (Rs in on date | traded on | (Rs.) n N Rs
high million) of low date of Numb L
low(Rs. in umber million
million)
May 335.00| May 4, 28910 9.41 256.00| May 26, 2010 3942 1.03 289.17 164414 48.97
2010 2010
June 313.85| June 30 49167 15.27 257.00| June 7, 2010 5963 160 277.72 269674 77.10
2010 2010
July 379.60 | July 30, 81254 30.12| 298.00| July 6, 2010 1124p 344 34257 989969 342.02
2010 2010
August 607.00| August 158738 94.31) 383.10| August 2| 441857 180.26 528.14 5179469  2,658.8D
2010 25, 2010 2010
Sept 694.00 | Septemb 44486 30.37 572.00| September 1, 42973 24.78 627.65 2622327 1,664.68
2010 er 30, 2010
2010
Oct 748.00 | October 443989 324.24 667.20 October 1, 249135 174.32 699.16 1746980 1,241/48
2010* 4, 2010 2010

(Source: NSE Website)

* Pursuant to the notice dated October 8, 201Cebdy Stock Exchanges regarding sub-division ofitgddhares of the
Company, with effect from October 29, 2010 the BgGhares are being traded with face value of Reach. Hence, the
market price information of October 29 2010 has lme¢n considered for determining the market pricetie month of
October.

The market price of our Equity Shares at fealee of Rs. 10 each on NSE and BSE on Awgds 2010, the

trading day immediately following the day on whitie resolution of the Board to approve this |ssas passed:.

Stock Exchange Open (Rs.) High (Rs.) Low (Rs.) ClegRs.)
BSE 565.00 591.00 565.00 575.90
NSE 573.00 589.75 569.00 578.90

(Source: Websites of BSE and NSE)
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DIVIDEND POLICY
The Company is not permitted to declare any dividesmich is not recommended by the Directors. Thee®@ors may
pay an interim dividend. No dividend may be paidept out of the profits of the Company pursuaréation 205 of the
Companies Act.

The Company has paid cash dividends on its Eqlityes in the past.

Fiscal
2010 2009 2008
Face Value of Equity Share (Rs.) 10 10 10
Dividend per Equity Share % Nil Nil 15%*
Dividend Distribution Tax(Rs. in million) Nil Nil 3.24

*Interim Dividend
Future Dividends
The form, frequency and amount of future divideadshe Equity Shares will depend upon the Compasarsings, cash
flow, financial condition and other factors and Islee at the discretion of the Board. There is ssuaance that any
dividend in future will be declared or paid or th&tleclared, the same rate will be maintained.
Pursuant to the terms of some the Company’s loageatents with certain banks and financial institusi the Company

cannot declare dividends and make payments witbbitatining prior consent of the lenders when surres uhder those
loan agreements remain unpaid by the Company.
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MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL C ONDITION AND RESULTS OF
OPERATIONS

You should read the following discussion on oumrfitial condition and results of operations togetheith our
consolidated reformatted financial statements aaraf for the years ended March 31, 2010, 2009 @@82including the
notes thereto and reports thereon, each includethis Placement Document. You should also reads#dations titled
“Risk Factors and “ Forward Looking Statementsincluded in this Placement Document which discassumber of
factors and contingencies that could affect ouafiicial condition and results of operations. Theorefatted consolidated
financial statements included in this Placement Wboent are extracted based on the consolidated edidihancial
statements as of and for the years ended Marct2@10Q, March 31, 2009 and March 31, 2008 which waepared in
accordance with Indian GAAP, which differ in centanaterial respects from IFRS and U.S. GAAP.

Our fiscal year ends on March 31 of each year. Adicmly, all references to a particular fiscal yeare to the twelve
month period ended March 31 of that year.

Overview

We are one of the leading global players in theialientertainment services segment of the MediaEmtdrtainment
Industry. We provide services related to VFX, casign of 2D content to 3D content, post productativities, digital
asset management and broadcast facilities and taetpackaging. We provide these services primarifiim, broadcast,
television, commercials and new media businesses.spécialize in providing technical creative saos, which are
basically technology and creative solutions for aogio-visual content and we provide such solutionan integrated
manner across various segments of the media arda@nment business. We capture, create, craftilaie and conserve
content to enable our clients to engage, entertilycate and excite our audiences. We combine miralgcost
advantages, resources and international talentypitiolour local knowledge and expertise to antitgpand meet the need
of our diverse clients across the world.

Prime Focus Limited was incorporated on June 8971las a private limited company under part IXh& Companies
Act, 1956, on merger of proprietary concerns of puarmoters 'Video Works' and 'Video Workshop' tofdPrime Focus
Private Limited’. Subsequently, our Company wasvested into a public limited company vide a fredrtificate of

incorporation dated April 24, 2000.

We started as a television post-production faesiservice provider and introduced the technologyén-linear editing in
India. We later entered the advertising, films aal@vision design market and in the year 2000, eteup the telecine
facilities in India, enabling the transfer of argle film to digital tape with colour correction,uth allowing full image
colour manipulation.

With the advent of high-end colour correction fiieis for advertising and television, the film irglty required radical
change, which would allow high-end colour manipolatfor films shown on the big screen. With thigeative, we set up
the fully integrated and calibrated DI pipeline frame-by-frame feature film colour grading andtoestion in India.

We undertook an Initial Public Offering (“IPO”) iBune 2006 and our equity shares were listed oB8t & NSE. The
majority of the proceeds from the initial publidering were used to finance the acquisition of 5&%ke in Prime Focus
London plc (formerly known as VTR plc) and for dastie organic and inorganic expansion.

Over the past few years, we have expanded our éasiaperations through organic and inorganic rove.acquired
majority interest in Prime Focus London plc whighimto the business of providing post-productiorvises for the
advertisement and broadcast industry in the UKiaribted on the Alternative Investment Market bé tLondon Stock
Exchange. In 2006, we also acquired 100% sharetlidi Clear Post Production Limited in Soho, Londamich we
subsequently merged with VTR Limited (one of thbssdiaries of Prime Focus London plc). Prime Fdooisdon plc has
four facilities in Soho, London. In 2007, we exgad our reach to North America with the acquisitainPost Logic
Studios, Inc and Frantic Films, Inc for US$ 43 iaill Post Logic Studios, is in the business ofdalpr science and post
production services to independent and studio fedtlm clientele, with facilities in Los Angelesxd New York. Frantic
Films has businesses that offer VFX for films wdgvelopment facilities in Los Angeles in US, Winggpand Vancouver
in Canada. In 2009, we acquired 100% ownershipirjant venture company, Store Media Technolo@gi®sLtd and was
merged with our Company pursuant to a Scheme ainygement. We also acquired the post productiombssiof UTV
pursuant to a business transfer agreement in toe2@®7. We have successfully integrated operatbesmpanies which
we acquired in India, the U.K. and the U.S.

We operate in 4 countries through 15 facilitiesespracross 10 cities which include Vancouver andrifgeg in Canada,
Los Angeles and New York in USA, London in the Wdumbai, Chennai, Hyderabad, Bangalore and GoadraliVe
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have recently expanded our operations in Mumbadialwith the set up of a state of the art faciitigh a capacity of 250
VFX seats.

Our consolidated total income was Rs. 4,615.73anillRs. 3,670.50 million and Rs. 2,315.62 milliarfiscal 2010, 2009
and 2008 respectively. Correspondingly, the codatdid Profit before interest, depreciation, extulaary items and tax
was Rs. 1,146.93 million, Rs. 735.24 million and RE8.71 million and the consolidated Profit affeix (before minority
Interest) was Rs. 393.93 million, Rs. 157.64 milland Rs. 317.58 million in fiscal 2010, 2009 af@& respectively. Our
Company’s unconsolidated total income, Profit befoterest, depreciation, extraordinary items &aad Profit after Tax
for the three months ended June 30, 2010 was R 26nillion, Rs. 122.88 million and Rs. 29.36 ioill respectively.

The equity shares of Prime Focus Limited are lisiedhe BSE and the NSE. The market capitalizadfosur Company as
on November 1, 2010 on BSE was Rs. 8,603.96 mitioth on NSE was Rs. 8,636.01 million.

Certain Factors Affecting Our Results of Operations

The business of our Company is subject to vari@ks rand uncertainties, including those discuseeitheé section titled
“Risk Factors of this Placement Document.

Some of the important factors that have affected ahich will continue to affect the results of oatons of our
Company, financial condition and cash flows areuksed in this section.

Changes in the Technology

The visual entertainment services business is cteriaed by technological change, evolving customeeds and
emerging technical standards. Besides, the ditgtdinology poses additional risks including chaggiequirements for
digital hardware. Our inability to adapt to the ebag technologies may limit our competitivenesd aemand for our
services. We believe in keeping up to the latedtrielogy trends and has always expended signifisarttunts of capital
to stay ahead of the technology curve. Over thesyaee have acquired and adapted to technologies asi CLEARY
and View-D. We are continually upgrading our systeand infrastructure to meet the business needsn&Ww facilities at
Mumbai and Vancouver are equipped with state-ofatieand superior technology in terms of infrastnue and scale. If
we fail to keep up with rapidly changing technoksgor the growth of new and existing markets, eahmologies could
become less competitive or obsolete, which coulezan adverse effect on our business and prospects.

Changes in currency exchange rates

Changes in currency exchange rates may influenceesults of operations. We report results in énaricial statements
in Indian rupees, while a significant portion ofraevenues are denominated in currencies otheamndipees, most
significantly the U.S. dollars, Great Britain Pousnasld CAD. We also make certain software licensoglty payments in
U.S. dollars. Changes in the value of the Indigmeeuagainst such other currencies, particularlyUtg® dollars, Great
Britain Pounds and CAD could increase or decreaseavenue, and increase or reduce our marginqdeisain the value
of the Indian rupee against such other currenaiesddcalso affect our cost of servicing any debtateimated in foreign
currencies. The exchange rate between the Indjgeerand these other currencies has been volatikcant periods and
may continue to fluctuate significantly in the frgu

Employees and employee costs

We are highly dependent on the members of our neanagt and operational team. We have been ablectessfully
attract and retain highly reputed and qualifiedspanel from the industry. Over the past two yeaws,staff strength has
increased by almost 42% and we are now a team o than 2,500 people across three continents.

Our ability to execute contract engagements amabtain new clients depends in large part on ouitalo attract, hire,
motivate and retain highly skilled professionafswé cannot hire and retain qualified personnet, ahility to bid on and
obtain new assignments and to continue to exparydb@ampaired and our revenues could decline. Wiesethat there
is significant competition for professionals wittetnecessary skill-sets in our areas of operatesseek to incentivize
our employees through competitive compensationgiicav our business and meet the challenge of emelaytition
among our professionals, we seek to identify and bitablished persons with experience and exisgtaionships
whenever attractive opportunities to do so arigd, @rovide mentoring, career counselling and dgraknt opportunities.
We also redeploy and retrain our employees as werrdme is necessary to keep pace with evolvingistrg standards
and changing client preferences.

The principal component of the expenditure is tbespnnel expenses and technical fees of our tesdhpéople such as
creative artists. Wage costs in India, including tachnology services industry, have historicalet lower than wage
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costs in the United States and Europe for comperstilled professionals. However, if wages in Inciiatinue to increase
at a faster rate than in the United States dueotopetitive pressures, we may experience a greatgedse in our
employee costs, particularly project managers ahdramid-level professionals, thereby eroding oheu principal cost
advantages over companies in US and other develupedries.

Competition

The entertainment and media industry is highly cetitipe and service-oriented. Our results of operst are dependent
on our ability to compete successfully on the basiur products, services, solutions, as well agpert and cost
structure. We believe that the important competifactors to operate in this industry include thiege of services offered,
creativity, reputation for quality and innovatigrjcing and long-term relationships with custom&¥® operate across the
entire visual entertainment sector in most of tligammarkets and at every stage of the projecteid@ment.

We compete in each of our local markets with otegional and regional players and independent asudie strive to
differentiate ourselves from the competition byawating service delivery models, adopting new pgcstrategies and
demonstrating our value proposition to clients ustain prices and profits. If we are unable toadéhtiate our services
from those of our competitor’s, the competitivega@res could negatively impact our revenue andtphilfty.
Components of our Income and Expenditure

Income

Our income comprises (i) income from operations @hather income.

Income from Operations:

We derive our income from four verticals i.e. visedfects, post productions services mainly to deatfiims and
advertising segment, camera rentals in India anddiast packaging and broadcast facilities. Weaniiyncater to films,
advertising and television industry.

Other income

We derive other income from interest on fixed déggowith banks and loans, dividends from investraesd well as
miscellaneous income. Other income also includgsnam-recurring income such as profit on sale »édi assets, profit
on sale of investments, undertaking fees receiifeah)y, foreign exchange gains, if any, and anyesgcprovisions for
expenses not required written back.

Expenditure

Operating Costs

Our expenditure relating to the operating costhiohes:

Personnel expensemcludes salaries, wages and bonus paid to opiogees, and as well as employees’ provident fund
and pension funds payments, gratuity agxl gratia payments, leave travel costs, managerial remuperastaff
recruitment expenses, training and developmentresqse as well as staff welfare and medical expergase of these
which not recurring in nature, may be exceptioteahis, and may fluctuate from period to period idaig

Technician fegincludes fees payable to consultants working oardractual basis.

Technical services paymentacludes charges payable for outsourcing of wimrkhe third parties, hiring of special
equipments on need basis.

Administrative and other expenséscludes communication costs, consumables stefestricity, insurance costs, legal
and professional fees, rent, rates and taxes,ree@ad maintenance, conveyance charges, rebatetismodints, and other
miscellaneous expenses. Administrative and othpemses also include sundry/ old balances writtérandl foreign
exchange losses;

Exceptional items

Exception items, includes VAT claim, liquidatiorcame, share based payments, damages, licenseéeesyill written-
off and legal fees.
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Interest

Interest and other financial charges, includingriest expense on fixed loans, buyer's credit, oefrdacilities and
working capital facilities availed from banks amdafcial institutions, and other financing chargeduding bank charges
and commissions paid for bank guarantees anddeifaredit;

Depreciation

Depreciation / amortization costs relating to réefation of tangible assets and amortization tdrigible assets such as
television entertainment software acquired/producgalie rights and computer software; and

Impairment loss relating to impairment provision deafor diminution in carrying value of assets suah
television/entertainment program (produced).

Significant Accounting Policies

a.

Basis of Preparation

The financial statements have been prepared to lgompall material respects with the Notified Accting
Standards by Companies Accounting Standards Ra86 (as amended) and the relevant provisions ef th
Companies Act, 1956. The financial statements Hzeen prepared under the historical cost convertioran
accrual basis. The accounting policies have beesisently applied by the Group and except fordhanges in
accounting policy discussed more fully below, avasistent with those used in the previous year.

The financial statements of the subsidiaries usdtié consolidation are drawn up to the same rigygpdate as that
of the holding company namely March 31, 2010. Timarfcial statements are presented in the generalafo
specified in Schedule VI to the Act.

Principles of Consolidation

The consolidated financial statements include timantial statements of Prime Focus Limited and itsll
subsidiaries, which are more than 50% owned orrotbetl and have been prepared in accordance wih th
consolidation procedures laid down in Accountingrsiard 21- ‘Consolidated Financial Statements’ A8d23,
‘Accounting for Investments in Associates in Coimdated Financial Statements’, notified by Companies
(Accounting Standards) Rules, 2006 (as amended).

The Consolidated financial statements have begraped on the following basis:

i. The financial statements of the parent and theidiaing have been combined on a line-by line basis b
adding together the book values of like items afess liabilities, income and expenses after ektiig
intra-group balances / transactions and resultiofjtp in full. An unrealised loss resulting fromtia-group
transactions has also been eliminated except t@xtent that recoverable value of related asselsner
than their cost to the Group.

ii. The Assets & Liabilities of non-integral Subsidéwiare translated into Indian Rupees at the rate of
exchange prevailing as of the Balance sheet dateerRie and Expenses are translated into IndianeRuate
an average closing rate.

iii. The consolidated financial statements are presemitethe extent possible, in the same format as tha
adopted by the parent for its separate financatkstents. However, as these financial statemeatsi@r
statutory financial statements, full compliance havthe Act are not required and hence these finhncia
statements do not reflect all the disclosure resménts of the Act.

iv. The consolidated financial statements are prepargidg uniform accounting policies to the extent
practicable across the Group. Where necessarystatjnts are made to the financial statements of
subsidiaries to bring the accounting policies uistd line with those used by Group, except in cafSthe
accounting policies mentioned below, where theistexariance between Parent and the subsidiary:

a. Fixed Assets
b. Depreciation

c. Foreign Currency Translation
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Current Investments

e. Goodwill on consolidation
f. Intangible assets
g. Revenue recognition

The excess of cost to the parent, of its investriresubsidiary over its portion of equity in thebsidiary at
the respective dates on which investment in thesididyy was made, is recognized in the financial
statements as goodwill and in the case where eguitgeds the cost; the difference is accountedpisat
reserve. . The parent’s portion of equity in thbssdiary is determined on the basis of the valuassets

Goodwill arising on consolidation

and liabilities as per the financial statementthefsubsidiary as on the date of investment.

However, one of the subsidiary company, Prime Fdomsdon Plc, UK and its subsidiaries, Goodwill
arising on consolidation represents the excesBeotost of an acquisition over the fair value oflRRdon
Group's share of the net assets / net liabilitfeth® acquired entity at the date of acquisitidrthe cost of
acquisition is less than the fair value of the Qa'sishare of the net assets / net liabilities efabquired
entity (ie a discount on acquisition) then the efiéince is credited to the Income Statement in énmg of

acquisition.

Goodwill arising on consolidation is evaluated ifmpairment annually.

C. List of subsidiaries which are more than 50% ownedor controlled and included in the consolidated
financials:
Name of Subsidiary Principal Activity Country of Percentage
Incorporation of Holding

Prime Focus London Plc. Post Production and \Bhgland & Wales | 59.96%
services

Prime Focus Investments Limited Media and otheestments England & Wales  100%

Prime Focus Technologies Private Digital Asset Management India 51%

Limited

Flow Post Solutions Private Limited Post Producsenvices India 51%

GVS Software Private Limited No activity as of date India 100%

Prime Focus Motion Pictures Limited No activitygddate India 100%

Subsidiary undertakings of Prime Focus London Plc.

Prime Focus Visual Entertainment Broadcast Post Production England & Wales  100%

Services Limited (Formerly Blue Post

Production Limited)

VTR Media Investments Limited Media Investments BBnd & Wales | 100%

Amazing Spectacles Limited (FormeryPost Production Service England & Walgs  100%

The Hive Animation Limited)

Clipstream Limited Digital Content Management Emgl&k Wales | 100%

Meanwhile Content Limited (Formerly | Post Production of Television | England & Wales | 100%

United Sound & Vision Limited) Commercials

Machine Effects Limited Graphics for Feature Films England & Wales | 100%

37 Dean Street Limited Dormant England & Wales  100%

Associates of Prime Focus London Plc.

VTR North Limited Post Production of Television | England & Wales | 20%
Commercials

Busy Buses Limited Dormant England & Wales  33%

Subsidiary undertakings of Prime Focus Investment&imited

Prime Focus VFX Services | Inc Post Production andFX | Canada 100%
services

Prime Focus VFX Services Il Inc Post Production d anvFX | Canada 100%
services

Prime Focus VFX Technology Inc Post Production andFX | Canada 100%
services

Prime Focus VFX Pacific Inc Post Production and VF®anada 100%
services
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Prime Focus VFX USA Inc Post Production and VFXSA 100%
services

Prime Focus VFX Australia Pty Ltd Post Productionnda VFX | Australia 100%
services

Prime Focus North America Inc (formerlyPost  Production and VFXUSA 100%

Post Logic Studios Inc) services

Subsidiary undertakings of Prime Focus North Ameri@ Inc.

1800 Vine Street LLC | NA | USA | 100%

Subsidiary undertakings of Prime Focus London Plc= Liguidated during the year

PF (Post Production) Limited Post Production Engl&iVales | 100%

K Post Limited Post Production of TelevisiorEngland & Wales | 100%
Commercials

The Machine Room Limited Film Transfer, Video Mastg | England & Wales | 100%
& DVD

Subsidiary undertakings of Prime Focus London Plc= Liquidated during the previous year

Clear (Post Production) Limited Post  Production of T\ England & Wales | 100%
commercials.

Outpost Post Production Limited Post  Production  offV | England & Wales | 100%
commercials

Use of Estimates

The preparation of financial statements in conftymwith generally accepted accounting principleguiees
management to make estimates and assumptions fthat the reported amounts of assets and lialslitad
disclosure of contingent liabilities at the datetloé¢ financial statements and the results of ojeratduring the
reporting period end. Although these estimatesased upon management’s best knowledge of cugrkemts and
actions, actual results could differ from thesénestes.

e. Fixed Assets

Fixed assets are stated at cost less accumulatectcigion. Cost comprises the purchase price amd a
attributable cost of bringing the asset to its vimgkcondition for its intended use. Borrowing costating to
acquisition of fixed assets which takes substapgaiod of time to get ready for its intended useaso included to
the extent they relate to the period till such tssaee ready to be put to use.

Depreciation

Depreciation is provided using the Straight Linethel as per the useful lives of the assets estinbjethe
management, or at the rates prescribed under Sieh¥tii of the Companies Act, 1956 whichever is heégh

Leasehold improvements are depreciated on a stil@ghbasis over the unexpired period of the lease
However, one of the subsidiary company, PF Londoau, provides depreciation using Written Down \éalu

(‘WDV’) Method, to write down the cost of fixed as to their residual values over the estimateéulseonomic
lives at the following rates:

Asset Group Rates (WDV)
Equipment 13.91%
Fixtures and fittings 18.10%
Motor Vehicle 25.89%

Impairment

The carrying amounts of assets are reviewed at balsmce sheet date if there is any indicationngdairment
based on internal/external factors. An impairmless is recognized wherever the carrying amounarofasset
exceeds its recoverable amount. The recoverabteiainis the greater of the asset’s net sellingepaied value in
use. In assessing value in use, the estimatedefafsh flows are discounted to their present vatube weighted
average cost of capital.

g. Intangible Assets
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Film Rights

The Group amortises film costs using the individfilad-forecast method. Under the individual-filmsfcast
method, such costs are amortised for each filmhen riatio that current period revenue for such filbesrs to
management’s estimate of remaining unrecogniséchatié revenue as at the beginning of the currecalfiyear.
Management regularly reviews and revises, wheregssery, its total estimates on a film-by-film basikich may
result in a change in the rate of amortisation @nd/write down of the intangible asset to fairueal The period of
amortisation only starts at the point at whichdkset starts to produce economic returns.

However, one of the subsidiary company, Prime Faauslon plc amortises film rights on a straightlipasis over
their estimated useful lives viz, the life of thantract, approximately three years.

The Other Intangibles are amortised over a perfdddo/ears, reflecting the fact that the underlyieghnology will
continue to provide benefits in the future.

Software
Software is amortized on straight line basis oteestimate of useful life which is estimated tcsheyears.
Leases

Finance leases, which effectively transfer to theup substantially all the risks and benefits ieaithl to ownership
of the leased item, are capitalized at the lowaheffair value and present value of the minimuaséepayments at
the inception of the lease term and disclosed asel assets. Lease payments are apportioned betveeBnance

charges and reduction of the lease liability basethe implicit rate of return. Finance chargesdrarged directly

against income. Lease management fees, legal changeother initial direct costs are capitalised.

If there is no reasonable certainty that the Grailpobtain the ownership by the end of the leaseni capitalized
leased assets are depreciated over the shortee ebtimated useful life of the asset or the |¢zrg.

Leases where the lessor effectively retains subatlyrall the risks and benefits of ownership bétleased item are
classified as operating leases. Operating leasmatg are recognized as an expense in the Prdfitass account
on a straight line basis over the leased term.

Stocks

Stock is included at the lower of cost and netizable value less any provision for impairment.

Investments

Investments that are readily realisable and intértdebe held for not more than a year are classiéie current
investments. All other investments are classifiedosmg-term investments. Current investments angechat lower
of cost and fair value determined on an individumdestment basis. Long-term investments are camiedost.
However, provision for diminution in value is matterecognise a decline other than temporary invitlee of the
investments.

In case of one of the subsidiary Prime Focus LonBtm, quoted investments are revalued at eaclogennd
according to the movement in the share price attithe. The change in value of the investment isrgdh or
credited to the fair value reserve in the balaf@esuntil its disposal or is impaired, at whiaimgi the cumulative
gain or loss previously recognised in fair valuserge is included in the profit and loss account.

Revenue Recognition

Revenue is recognized to the extent that it is gibbthat the economic benefits will flow to thengmany and the
revenue can be reliably measured.

Technical services receipts are recognized on thsisbof services rendered and when no significant
uncertainty exists as to its determination or eedidn using proportionate completion method.

Unbilled revenue represents revenue recogniseddbase proportionate completion not yet invoiced e t
customers.
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Revenue from TV program production services aregrized on delivery of the episodes.

Interest income is recognised on a time proporkiasis taking into account the amount outstandirdy the rate
applicable.

In case of Prime Focus London plc and its subselainterest income is accrued on a time basisefgrence to
the principal outstanding and at the effective riegé rate applicable, which is the rate that eyadtscounts
estimated future cash receipts through the expdif¢edf the financial asset to that asset’s netyéag amount.

Dividends are recognised when the shareholderkt tigreceive payment is established by the balaheet date.
Dividend from subsidiaries is recognised even iheare declared after the balance sheet date Hatrzeto period
on or before the date of balance sheet as peethérement of Schedule VI of the Companies Act,6195

Undertaking fees is recognized on accrual basis tireetenure of the undertaking given.
Foreign Currency Transactions
Initial Recognition

Foreign currency transactions are recorded indgperting currency, by applying to the foreign caog amount the
exchange rate between the reporting currency antbtieign currency at the date of the transaction.

Conversion

Foreign currency monetary items are reported usiaglosing rate. Non-monetary items which areiedrin terms
of historical cost denominated in a foreign curserare reported using the exchange rate at the afathe
transaction; and non-monetary items which are edrait the fair value or other similar valuation aimated in a
foreign currency are reported using the exchanggs that existed when the values were determined.

Exchange Differences

Exchange differences arising on a monetary itery thasubstance, form part of the company's ne¢stiment in a
non-integral foreign operation is accumulated iforeign currency translation reserve in the finahstatements
until the disposal of the net investment, at whiofe they are recognized as income or as expenses.

Exchange differences, in respect of accountingogdsricommencing on or after December 7, 2006, grisim
reporting of long-term foreign currency monetamnis at rates different from those at which theyewaitially

recorded during the period, or reported in previinsncial statements, in so far as they relatééoacquisition of a
depreciable capital asset, are added to or dedfrctedthe cost of the asset and are depreciatedtbgebalance life
of the asset, and in other cases, are accumulated“Foreign Currency Monetary Item Translation f&iénce
Account” in the enterprise’s financial statementsd aamortized over the balance period of such lengt
asset/liability but not beyond accounting periodiag on or before March 31, 2011

Exchange differences arising on the settlementaietary items not covered above, or on reportiro snonetary
items of group rates different from those at whibby were initially recorded during the year, opaoged in
previous financial statements, are recognized@sme or as expenses in the year in which they.arise

However, in case of one of the subsidiary, Primeusd.ondon Plc, UK, all differences are chargethtoprofit and
loss account. This is in variance with the polidppted by the Group.

Income Taxes

Tax expense comprises of current, deferred anddripenefit tax. Current income tax and fringe fietax is
measured at the amount expected to be paid tcathauthorities in accordance with the Indian Incoras Act.
Deferred income taxes reflects the impact of curyear timing differences between taxable income arctounting
income for the year and reversal of timing differes of earlier years.

Deferred tax is measured based on the tax rateshenthx laws enacted or substantively enactetieabalance
sheet date. Deferred tax assets and deferredatbikties are offset, if a legally enforceable tighxists to set off
current tax assets against current tax liabilified the deferred tax assets and deferred taxifiabitelate to the
taxes on income levied by same governing taxatarsl Deferred tax assets are recognised only textent that
there is reasonable certainty that sufficient fattexable income will be available against whichhsdeferred tax
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assets can be realised. In situations where theaoeynhas unabsorbed depreciation or carry fornardasses, all
deferred tax assets are recognised only if thevetigal certainty supported by convincing evideticat they can be
realised against future taxable profits.

At each balance sheet date the Company re-assgsszognised deferred tax assets. It recognisescognised
deferred tax assets to the extent that it has beaeasonably certain or virtually certain, as theecmay be that
sufficient future taxable income will be availablgainst which such deferred tax assets can bsedali

The carrying amount of deferred tax assets areewead at each balance sheet date. The Group wiigs-the
carrying amount of a deferred tax asset to thenéxtet it is no longer reasonably certain or \dlty certain, as the
case may be, that sufficient future taxable incavilebe available against which deferred tax asset be realised.
Any such write-down is reversed to the extent thécomes reasonably certain or virtually certamthe case may
be, that sufficient future taxable income will badable.

Minimum Alternative Tax (MAT) credit is recognises an asset only when and to the extent therenigraming
evidence that the Company will pay normal incomedaring the specified period. In the year in Wwhtbe MAT
credit becomes eligible to be recognized as art assecordance with the recommendations contaimé&guidance
Note issued by the Institute of Chartered Accoustar India, the said asset is created by way offedit to the
profit and loss account and shown as MAT Credititiemient. The Company reviews the same at eachmbala
sheet date and writes down the carrying amount &TMCredit Entittement to the extent there is noden
convincing evidence to the effect that Company paly normal Income Tax during the specified period.

Segment Reporting

The Group’s operations predominantly relate to jaliog end-to-end digital post production servicedhe media
and entertainment industry viz., Films and Tel@risiThe Group’s operating businesses are orgamigzédnanaged
according to the services and are identified asrtaple segment based on the dominant source dacera risks
and returns as primary and secondary segmentsaidlgsis of geographical segments is based onrtas an
which major operating divisions of the Group operat

Earnings Per Share

Basic earnings per share are calculated by dividiveg net profit or loss for the period attributaliée equity
shareholders by the weighted average number ofyesfu@res outstanding during the period. The weiyhverage
numbers of equity shares outstanding during theogeare adjusted for events of bonus issue; bolereent in a
rights issue to existing shareholders; share spiit; reverse share split (consolidation of shares).

For the purpose of calculating diluted earnings gi&re, the net profit or loss for the period hittidble to equity
shareholders and the weighted average number ¥shatstanding during the period are adjustedhi®effects of
all dilutive potential equity shares.

Provisions

A provision is recognised when an enterprise haeaent obligation as a result of past event; jiridbable that an
outflow of resources will be required to settle tidigation, in respect of which a reliable estimatn be made.
Provisions are not discounted to its present vah are determined based on best estimate reqoirsettle the
obligation at the balance sheet date. These aiewet at each balance sheet date and adjusteflect the current
best estimates.

Cash & Cash Equivalents

Cash and cash equivalents in the balance sheetrisemgash at bank and in hand, short term invedsneiih
original maturity of three months or less and fixegposits with banks.

Derivative Instruments
As per the ICAI Announcement, accounting for detiixe contracts, other than those covered under ASate
marked to market on a portfolio basis, and thdom after considering the offsetting effect ontheerlying hedge

item is charged to the income statement. Net gédiasy, are ignored.

Retirement and other Employee Benefits
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Post employment benefits and other long term bemnefi

Retirement benefits in the form of Provident Fumd &amily Pension Fund is a defined contributionesee and
the contributions are charged to the profit and lxscount of the year when the contributions ta¢ispective funds
are due. Liability in respect thereof is determitedthe basis of contributions as required underStatue / Rules.
There are no other obligations other than the dmution payable to the respective trusts.

Prime Focus London Plc and its subsidiaries opgratéefined contribution pension scheme. The asdetise
scheme are held separately from those of the sabgidompanies in an independently administered furhe
amount charged against profits represents the ibatibns payable to the scheme in respect of tlwading
period.

Gratuity liability is a defined benefit obligati@nd is provided for on the basis of an actuarilatéon done as per
Projected Unit Credit method, carried out by arepehdent actuary at the end of the year.

t. Stock based compensation
Prime Focus London Plc, UK and its subsidiariesrafgs an equity-settled, share-based compensaton phe
fair value of the employee services received inharge for the grant of the options is recognisedrasxpense.
The total amount to be expensed over the vestinggé determined by reference to the fair valfi¢he options
granted.

Summary of Reformatted Consolidated Financials andResults of Operations:

Fiscal Year
2010 2009 2008
Amount Amount Amount
(Rs.in % of Total (Rs. in % of Total (Rs. in % of Total
Particulars million) Income million) Income million) Income
Income:
Income from Operations 4,527.84 98.10% 3,543.73 96.55% 2,221.34 95.93%
Other income 87.89 1.90% 126.77 3.45% 94.28 4.07%
Total income 4,615.73 100.00% 3,670.50 100.00% 2,315.62 100.00%
Expenditure:
Operating Costs 3,331.43 72.18% 3,002.73 81.81% 1,538.99 66.46%
Exceptional Items 137.37 2.98% (67.47) -1.84% 57.92 2.50%
Interest 218.34 4.73% 210.02 5.72% 109.74 4.74%
Depreciation 425.87 9.23% 379.10 10.33% 289.21 12.49%
Total expenditure 4,113.01 89.11% 3,524.38 96.02% 1,995.86 86.19%
Profit before tax 502.72 10.89% 146.12 3.98% 319.75 13.81%
Current tax 85.37 1.85% 21.63 0.59% 0.62 0.03%
MAT credit entitlement (0.14) 0.00% (21.52) -0%69 (3.60) -0.16%
Fringe benefit tax - - 1.71 0.05% 1.97 0.08%
Deferred tax charge 23.56 0.51% (13.35) -0.36% 3.18 0.14%
Total tax expense 108.79 2.36% (11.53) -0.31% 2.17 0.09%
Profit after tax (before 393.93 8.53% 157.64 4.29% 317.58 13.72%
Minority Interest)
Minority Interest 59.69 1.29% 11.80 0.32% 22.23 0.96%
Consolidated profit after tax 334.24 7.24% 145.84 3.97% 295.35 12.76%

Fiscal 2010 Compared to Fiscal 2009:

Income

Our total income increased to Rs. 4,615.73 miliiofiscal 2010 from Rs. 3,670.50 million in fisc2D09, an increase of
25.75%. This was primarily due to an increase anltitcome from Operations to Rs. 4,527.84 millioffigcal 2010 from

Rs. 3,543.73 million, an increase of 27.77%. Thedase in Income from Operations was on accouhtgifer earnings
from United Kingdom, United States and Canada, tduenprovement in the business environment, exenubif better

value contracts and an increase in the producttiuities post global melt down. Further, our Otlecome decreased to
Rs. 87.89 million in fiscal 2010 from Rs. 126.77lion in fiscal 2009, a decrease of 30.67% prinyadh account of an
income of Rs. 39.06 million from sale of post protien equipment in fiscal 2009.

The following table illustrates geographic disttibn of our income from operations for the peridutiicated:
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(Rs. in million)

Country Fiscal Change (%)
2010 2009
India 857.67 889.75 -3.61%
United Kingdom 1,560.04 1,223.01 27.56%
u.S. 988.85 801.99 23.30%
Canada 754.96 514.70 46.68%
Other Countries 366.32 114.27 220.56%

Expenditure

Our operating costs increased to Rs. 3,331.43amilh fiscal 2010 from Rs. 3,002.73 million in @009, an increase of
10.95%. During the period, an increase in the dpeyaosts was at a lower rate than the increagbanncome from

Operations during the same period primarily on aotof the cost cutting measures undertaken bynes 2009. Further,

analysis of major heads of expenditure are expiabetow:

Personnel Expenses

Our personnel expenses decreased to Rs. 1,097lidnnm fiscal 2010 from Rs. 1,109.99 million ins€al 2009, a
decrease of Rs. 12.88 million, or 1.16%. This deseevas principally due to the successful impleatent of various cost
cutting measures undertaken by us during fiscaB20td fiscal 2010 which includes reduction in ergpko salaries and
bonuses and reduced spending on the employee aeffdditionally, we incurred Rs. 7.21 million irséial 2010 towards
employee stock option scheme which was implemehteé@®rime Focus London Plc for employees particigain the

salary reduction scheme.

Technician Fees

Our technician fees increased to Rs. 903.42 milirofiscal 2010 from Rs. 892.25 million in fiscaD@9, a marginal
increase of Rs. 11.17 million, or 1.25% which idim@ with the current industry fee structure relet/to our business.

Technical Services Payments

Our technical services payments increased to Rs388nillion in fiscal 2010 from Rs. 125.11 millian fiscal 2009, an
increase of Rs. 260.27 million, or 208.03%. Thisré@se was principally due to increase in the autdog activity on
account of new projects.

Rent

Our rent expenses decreased to Rs. 176.18 milidisdal 2010 from Rs. 210.60 million in fiscal ZD)G decrease of Rs.
34.42 million, or 16.35%. This decrease was prialtypdue to consolidation of operations at a newilifg in Vancouver,
Canada.

Bad Debts

The write-off on bad debts increased to Rs. 80.8lomin fiscal 2010 from Rs. 64.36 million in fisl 2009, an increase
of Rs. 16.14 million, or 25.07%. Further, the psions for bad debts was increased to Rs. 31.27omilh fiscal 2010
from Rs. 6.28 million for fiscal 2009, an increase Rs. 24.99 million, or 398.19%. This increasebiad beds and
provisions of bad debts was principally due to evoff of bad debts of the companies acquired byvesseas.

Exceptional Items

We have incurred cost of Rs. 137.37 million indis2010 on exceptional item as against an inconkso67.47 million in
fiscal 2009, an increase by Rs. 204.84 million gigally due to exceptional expense towards wrifeoof account of old
unrecoverable balances amounting of Rs. 155.02omjllicense fee cost paid towards use of View Bvere of Rs.
101.42 million, foreign exchange loss of Rs. 40ndllion and expense towards share based paymers.of.21 million
and goodwill written off of Rs. 19.30 million whiclvas partially off-set by excess liabilities of R4.1.89 million not
payable on liquidation of three subsidiaries ofiieriFocus London Plc and VAT claim of Rs. 33.89ionill

Interest
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Our interest expense increased to Rs. 218.34 mifbo fiscal 2010 from Rs. 210.02 million for fid&009, an increase of
3.96%. The marginal increase is in line with therbwing levels of our company in fiscal 2010 arstél 2009. .

Profitability and Taxation

Our profit before tax increased to Rs. 502.72 onillfor fiscal 2010 from Rs. 146.12 million, an iease of 244.06% and
our profit after tax (before adjustment of minorityerest) increased to Rs. 393.93 million for dis2010 from Rs. 157.64
million for fiscal 2009, an increase of 149.89%e¢eTihcrease in profitability margins in fiscal 20is0n account of growth
in revenues and less than corresponding growtpémnating costs due to cost-cutting measures addyyted.

Fiscal 2009 compared to Fiscal 2008:
Income

Our total income increased to Rs. 3,670.50 milliofiscal 2009 from Rs. 2,315.62 million in fisc2ZD08, an increase of
58.51%. This was primarily due to an increase altitome from Operations to Rs. 3,543.73 millioriscal 2009 from

Rs. 2,221.34 million, an increase of 59.53%. Thara@ase in the consolidated Income from Operatisr@ni account of
earnings from United States and Canada, primanlaocount of two acquisitions made in the USA. ket our Other

Income increased to Rs. 126.77 million in fiscaD20rom Rs. 94.28 million in fiscal 2008, an incseaof 34.47%

primarily on account of increase in income fromteege fluctuations and sale of post productionggant in 2009.

The following table illustrates geographic disttibn of our income from operations for the periduicated:

(Rs. in million)

Country Fiscal Change (%)
2009 2008
India 889.75 774.48 14.88%
United Kingdom 1,223.01 1,371.51 -10.83%
u.s. 801.99 - -
Canada 514.70 - -
Other Countries 114.27 75.34 51.68%

Expenditure

Our operating costs increased to Rs. 3,002.73amilh fiscal 2009 from Rs. 1,538.99 million in #@&@008, an increase of
95.11%. During the period, an increase in the dpgraosts was at a higher rate than rate of irseréa the Income from
Operations primarily on account of acquisition wbtcompanies in the USA whose cost of operationse welatively
higher than our cost of operations at the timeogfgsition.

Personnel Expenses

Our personnel expenses increased to Rs. 1,10918@mim fiscal 2009 from Rs. 834.81 million in @ial 2008, an increase
of Rs. 275.18 million, or 32.96%. This increase wascipally on account of high employee costshes two acquired
companies in the US. Further, on account of expansf our operations, there has been increaserireimployee base
which is also one of the reasons for the increag®isonnel expenses.

Technician Fees

Our technician fees increased to Rs. 892.25 millicirscal 2009 from Rs. 150.63 million in fiscad@8, an increase of Rs.
741.62 million, or 492.35%. This increase was ppalty due to our geographic expansion into US tfoacquisitions.

Technical Services Payments
Our technical services payments decreased to Bs112nillion in fiscal 2009 from Rs. 157.10 millian fiscal 2008, a
decrease of Rs. 31.99 million, or 20.36%. This ease was due to lower level of out sourcing andpeeent hiring in

fiscal 2009.

Rent
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Our rent expenses increased to Rs. 210.60 millidiscal 2009 from Rs. 169.96 million in fiscal Z)&n increase of Rs.
40.64 million, or 23.91%. This increase was priatljp due to incremental rental expenses incurreg tduexpansion of
facilities in the US.

Bad Debts

The write-off of bad debts increased to Rs. 64.86am in fiscal 2009 from Rs. 3.11 million in fis¢ 2008, an increase of
Rs. 61.25 million, or 1972.89%. This increase wasdpally due to due to write-off of bad debts the companies
acquired by us overseas.

Exceptional Items

We have earned income of Rs. 67.47 million in fiG09 on exceptional item as against an expens&s057.92 million
in fiscal 2008, a decrease in expense by Rs. 12&iB@®n principally due to income on account of VAclaim of Rs.
122.18 million.

Interest

Our interest expense increased to Rs. 210.02 mifto fiscal 2009 from Rs. 109.74 million in fisc2D08, an increase of
91.39%. The increase is primarily on account oféased borrowings for acquisitions and setting fupeav infrastructure.

Profitability and Taxation

Our profit before tax decreased to Rs. 146.12 onillior fiscal 2009 from Rs. 319.75 million, a dexse of 54.30% on
account of increase in operating costs. Our pedfér tax (before adjustment of minority interedcreased to Rs. 157.64
million for fiscal 2009 from Rs. 317.58 million, decrease of 50.36%. This was mainly on accountigtien costs in
relation to the setting up of new facilities.

Financial Condition, Liquidity and Capital Resources:
Liquidity

We regularly monitor our funding levels to ensure are able to satisfy the requirement for loan wisbments and
maturity of our liabilities. Our primary liquidityneeds have been to finance our operations, workagjtal needs,
acquisitions and expansions, dividend paymentsdaid servicing. We maintain diverse sources of ifumand liquid

assets to facilitate flexibility in meeting our Uiglity requirements. Liquidity is provided principa by long-term

borrowings from banks and mutual funds, short anmgjiterm general financing through the domestic dedrkets and
retained earnings, proceeds from securitizationendty issuances.

Our loan agreements and debentures contain a nwhlerenants including financial covenants. Iniidd, some loans
contain provisions which allow the lender, at iiscdetion to call for repayment of the loan at $immtice and/or require us
to prepay on a pari passu basis if any other lsdoeing repaid. Such covenants, if acted upon, lmsg an impact on our
liquidity.

Cash Flows
The following table summarises our cash flows fecdl 2010, 2009 and 2008:

Fiscal Years
2010 2009 2008
(Rs. in million)

Net cash generated from / (used in) operating &g/ 997.47 2,052.62 (1,343.36)
Net cash used in investing activities (1,041.01) (2,192.37) (901.73)
Net cash from financing activities (232.23) 276.75 2,444.03
Net change in cash and cash equivalents (298.91) 131.35 196.80

Operating Activities

Net cash generated from operating activities was9B8.47 million in fiscal 2010 and consisted of pofit before taxes
of Rs.502.35 million, as adjusted for, among othérgs, depreciation of Rs.425.88 million, interespense of Rs.210.90
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million, writing off of bad debts of Rs. 80.50 nilh, provision for doubtful debts of Rs. 31.00 iwitl, which were

partially offset by gain on forward exchange coctisaor exchange fluctuations of Rs. 18.74 milliprofit on sale of fixed
assets of Rs.6.29 million, interest income of R&42million, resulting in an operating profit befoeorking capital

changes of Rs. 1,175.51 million. Our operating clistv was further adjusted by working capital chasgncluding

increases in sundry debtors of Rs. 267.09 milliecreases in inventories of Rs.16.44 million, iases in loans and
advances of Rs.125.12 million and an increase inenu liabilities of Rs. 245.19 million. The chamsgm the working

capital were generally in line with the improvemanthe business and sales.

Net cash generated from operating activities wa2R%2.62 million in fiscal 2009 and consistedef profit before taxes
of Rs.146.11 million, as adjusted for, among othargs, depreciation of Rs.379.10 million, interespense of Rs. 210.02
million, writing off of bad debts of Rs. 64.36 niilh, provision for doubtful debts of Rs. 6.28 nalti which were partially

offset by gain on forward exchange contracts oharge fluctuations of Rs. 38.75 million, profit sale of fixed assets of
Rs.39.06 million, interest income of Rs.25.33 raillj resulting in an operating profit before workicapital changes of Rs.
689.06 million. Our operating cash flow was furtlaljusted by working capital changes including dases in sundry
debtors of Rs. 15.50 million, increases in inveie®iof Rs.182.21 million, decreases in loans anciacks of Rs.992.30
million and an increase in current liabilities 0§.;F604.84 million. The changes in the working capitere generally in

line with the improvement in the business and sales

Net cash used in operating activities was Rs. 13illion in fiscal 2008 and consisted of netfiirbefore taxes of
Rs.319.76 million, as adjusted for, among othemghj depreciation of Rs.289.21 million, interegpense of Rs. 103.36
million, which were partially offset by gain on feard exchange contracts or exchange fluctuatiorRsof8.63 million,
profit on sale of fixed assets of Rs.8.74 milliarterest income of Rs.29.91 million, resulting im@perating profit before
working capital changes of Rs. 654.18 million. @perating cash flow was further adjusted by worktagital changes
including increases in sundry debtors of Rs. 186niBon, increases in inventories of Rs.0.29 roiflj increases in loans
and advances of Rs.1,769.25 million and an deciieasgrrent liabilities of Rs. 35.29 million. Théa&nges in the working
capital were generally in line with the improvemanthe business and sales.

Investing Activities

Net cash used in investing activities was Rs.1@4Imillion for fiscal 2010 and consisted of, amoaother things,
purchases of fixed assets of Rs.768.40 millionmumdhase of current investments of Rs.569.90 millgartially offset by
proceeds for margin money and fixed deposits ufiderof Rs. 114.23 million, sales of current invastts of Rs. 140.96
million and receipt of interest of Rs.35.76 milliohhe major additions in the fixed assets werewtpase of equipments
for new facilities at Mumbai.

Net cash used in investing activities was Rs.23B2nillion for fiscal 2009 and consisted of, amoaother things,
purchases of fixed assets of Rs.608.08 million mwestments for acquisitions of companies in the d§Rs.1,698.91
million, partially offset by proceeds from salesfixed assets comprising principally of post praitut equipments in the
UK, of Rs. 57.71 million and inter corporate deposif Rs. 101.06 million which were given in duritig fiscal 2008 and
in fiscal 2009.

Net cash used in investing activities was Rs.90inifBon for fiscal 2008 and consisted of, amonbeatthings, purchases
of fixed assets of Rs.1,144.15 million mainly orc@ant of setting of new facilities at Mumbai andnidon, advance for
acquisitions of companies in the US of Rs.59.66ioniland purchase of current investments of Rs@&lion, partially
offset by interest income of Rs. 30.10 million amdiease of margin money and fixed deposits under ¢f Rs. 128.89
million.

Financing Activities

Net cash used for financing activities for fisc@ll® was Rs. 232.23 million, consisting of procerdm long and short
term borrowings of Rs. 789.71 million which wasseff in part by repayment of long term and shorhtborrowings of
Rs. 764.11 million, interest payment of Rs. 257fion.

Net cash generated from financing activities fecdil 2009 was Rs. 276.75 million, consisting ofceexds from long and
short term borrowings of Rs. 2,293.55 million whiakas offset in part by, payment towards redemptbmpreference
shares of Rs. 479.93 million, repayment of long sinoirt term borrowings of Rs. 1,296.09 million antrest payment of
Rs. 240.78 million.

Net cash generated from financing activities fecdil 2008 was Rs. 2,444.03 million, consistingroicpeds from long and
short term borrowings of Rs. 1,067.79 million amdqeeds from issuance of FCCB of Rs. 2,162.70 anillipartially
offset by repayment of long and short term borrgsiof Rs. 539.12 million, interest payment of R8.86 million,
dividend paid of Rs.19.07 million and expensesssnance of FCCB of Rs. 58.25 million.
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Off-Balance Sheet Arrangements

We do not have any off-balance sheet arrangemdat$/ative instruments or other relationships witihconsolidated
entities that were established for the purposedififating off-balance sheet arrangements.

Contingent Liabilities

Given below are our contingent liabilities not pidad for on a consolidated basis as of March 31020

Particulars A'mou'nF
(Rs. in million)
On account of undertakings given by the Group Wote of Customs authorities at 748.59
the time of import of capital goods under EPCG %uhe
On account of undertakings given on future probatiiigation on behalf o 61.08

subsidiary company in the course of acquisitionglenby Prime Focus London
Plc. to vendors of Machine Effects Limited U.K.

Matters pending with Tax Authorities (Block Assessit) 0.11

Company has made payment of taxes under protestdsvaddition made by the 5.27

tax authorities for the AY 2007-08. Company has eggdor an appeal to CIT

(Appeals)

Premium on conversion of FCCB 420.38
Indebtedness

The following table summarises our secured andaurse indebtedness on an unconsolidated basis asptémber 30,
2010:

Outstanding as of September 30,
Type of Indebtedness 2010 (Rs. in million)
Secured Term Loans from Banks and financial instins 542.78
Cash Credit from scheduled banks 191.30
Working Capital Loans 250.00
Hire Purchase Obligations 41.24
Unsecured Loans 2,162.70
Vehicle Finance Loans 10.63
Total 3,602.13
Guarantees given to banks and other financialtuigtns 28.48

Related Party Transactions

We have engaged in the past, and may engage fatthe, in transactions with related parties, idahg with our affiliates
and certain key management members on an arm’thiéagis. Such transactions could be for provisioservices, leases
of assets or property, sales or purchases of eghyes or incurrence of indebtedness. For dedfitsir related party
transactions, see note 7 of schedule 18 to ourmefibed financial statements.

Competitive Conditions

We face competition from a broad range of compairiethe media and entertainment industry in eaclwf primary
business verticals in India and globally. We expexnnpetition in the film content industry both ladias well as global
from existing and potential competitors to continBetential competitors may be new entrants to anhe region we
operate from but may have existing film contentibeisses in other regions. Although we believe tihertte are significant
entry barriers in our business, including availapibf the technology, experience in post-productiervices and existing
relationships in film, advertising and televisioactor, a potential increase in competition may asklg affect market
share, our income and our results of operations.fidher information, see the section titleRisk Factors, “Our
Busines$ and “Industry Overview, respectively.

Seasonality of Business
Our revenue is not subject to changes due to sabsonditions to any material extent.
Inflation
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In recent years, although India has experiencextuation in inflation rates, inflation has not haterial impact on our
business and results of operations.

Significant Developments after March 31, 2010:
In the opinion of our board of directors, there dawt arisen, since the date of the last auditednfiial statements
included in this Placement Document, any circuntstarthat materially and adversely affect the pabfiity or the value

of our assets or our ability to pay our liabilitiagthin the next 12 months except as stated iniaeditled “Recent
Developments
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INDUSTRY OVERVIEW

The information in this section has not been indepeatly verified by the Company, the Book Runnem=ng of our or

their respective affiliates or advisors. The infation may not be consistent with other informatsmmpiled by third

parties within or outside India. Industry sourcesdapublications generally state that the informaticontained therein
has been obtained from sources it believes to ligbte, but their accuracy, completeness and undieg assumptions are
not guaranteed and their reliability cannot be aggli Industry sources are also prepared based dorimation as of

specific dates and may no longer be current oreafcurrent trends. Industry sources and publiaagionay also base
their information on estimates, forecasts and aggions which may prove to be incorrect. Accordinghyestors should
not place undue reliance on this information.

The following disclaimer clause of Pricewaterhousefiers Pvt. Ltd. (PwCPL) is applicable to relavamtracts of their
report onndian entertainment and media outlook 2016ited in this section.

PwCPL Disclaimer This report does not constitute professional adviThe information in this report has been obtdine
or derived from sources believed by Pricewaterh@aspers Pvt. Ltd. (PwCPL) to be reliable but PwCétes not
represent that this information is accurate or céete. Any opinions or estimates contained in tligort represent the
judgment of PwWCPL at this time and are subjecthtange without notice. Readers of this report areiset to seek their
own professional advice before taking any coursaatibn or decision, for which they are entirelyspensible, based on
the contents of this report. PWCPL neither acceptassumes any responsibility or liability to areader of this report in
respect of the information contained within it or &ny decisions readers may take or decide not fail to take.

The Indian economy

India is the world's largest democracy in termpafulation (approximately 1.17 billion people) the year 2010.
(Source: www.census india.gov.iffle GDP on a purchasing power parity basis of apmprately US$3,752 billion in the
year 2009. This makes India the fourth largest enonin the world in terms of GDP after the Unitetdt8s of America,
China and JapaiSource:.www.siteresources.worldbank.oyg

The following table sets forth the key indicatofst® Indian economy for the past four Fiscal years

(Annual Percentage Change, except faifpr exchange reserves)

ltem As at and for the year ended March 31

2006 2007 2009 2010
GDP Growth 9.5 9.7 6.7 7.4
Index of Industrial 8.2 11.6 2.6 10.4
Production
Inflation - Wholesale 4.4 54 8.4 11.0
Price Index

(Source: Economic Survey 2008.2009 & 2009-2010 RBéntral Statistics Organization, Ministry of Statics and
Programme Implementation

India has experienced rapid economic growth overpidist five Fiscal years. However, economic agtivitindia slowed
down in the first two quarters of Fiscal 2009 asnpared with over nine percent growth in the presitluree years.
Growth decelerated sharply in the third quartefofeing the failure of Lehman Brothers in mid-Sepbsn 2008 and
adverse effects of the global financial crisis ba tndian economy. Consequently, the growth ratéinduhe first three
quarters (April — December) of 2008-09 slowed ddwr6.9 percent from 9 percent in the correspongiegod of the
previous year. However, RBI's monetary Policy foe Q1 2010-11 indicated that the Indian economwdre 7.4 percent
in 2009-10. The momentum was particularly pronodniceQ4 of 2009-10 with growth at 8.6 percent ampared with
6.5 percent in the previous quarter. The doublét digowth in the Index of Industrial Production F)l that began in
October 2009 continued during the current finanger although there was modest deceleration in 28y. In the first
two months of this Fiscal, April-May 2010, the ltcorded a year-on year growth of 14 percent witimany as fifteen
out of the seventeen industry groups (two digit€ Nlassification) showing positive growth. The leéadicators of service
sector also suggest increased economic actiByuice: RBAnnual Policy Statement 2009-10 & 2010-11)

Despite the global economic decline in Fiscal 2008ia continues to be one of the fastest growimgntries in the world
and is showing positive signs of recovery followitlge global financial downturn. India's growth ixpected to
outperform advanced and developing economies. Retaa suggests that the rate of decline in econa@miivity is
moderating, although this is occurring to varyiregcees across different regions.

India‘'s ability to recover from the global slowdowand its own domestic liquidity crunch) has beeivah by the
country‘s large domestic savings and corporatdnetbearnings, which have been used to financestment. The fiscal
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policy, primarily in the form of reduced interestes and Government intervention, has further ldelpenaintain private
demand, liquidity and short-term rates, therebyucatg the risk of loan losseéSource: International Monetary Fund,
World Economic Outlook Update, July 2009 (Calendaar Growth Rates) and the RBI‘s First Quarter Rexi2009-

2010).

Due to the increasing economic growth, the potefdiaincrease in advertisement expenditure remsireng. Further, the
emergence of India’s young middle class with gnea®rning power and higher disposable incomes fégngood

potential for increased marketing and advertisixggeaditure in the country which will translate irttee overall growth of
the advertisement industry.

Media spend in India as a percent of GDP is 0.4tqm¢. This ratio is almost half of the world’s eage of 0.80 percent
and is much lower compared to developed countikesdS and Japan. This indicates the potentiagjfowth in spends as
the industry in India matures. As we move towarda@e brand-conscious society, this is likely to gdlected in the
future growth rates.

Media spend as a %% of GDP
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(Source: FICCI KPMG Report 2010)

If we compare the contribution of India to the vabih terms of population, it is second only to Ghiat 22 percent.
China’s media spend ratio at 0.75 percent is madimé with the world average, whereas India lagiibd. This is largely
due to some of the media platforms being in aikedbt nascent stage. As penetration increases and audiences come
into the fold of Media & EntertainmentNM&E ) industry, it is expected to see higher growtlingdforward.

The current media expenditure per capita for Iisligery low at USD 4 compared to the other coustrieven though it is

challenging to reach the levels of countries like, Uapan and UK, due to a very large populatioe basl lower spending
power per capita, there is scope to follow Chind @mhance this ratio

Media spend per capita
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(Source: FICCI KPMG Report 2010)
With revised growth estimates for GDP at 6.8 perdar2009 by IMF, which is higher than the worldeazge and the

expected recovery from the slow down, the M&E itrgius expected to grow steadily over the next figar period. The

industry is looking at reaching newer target segtagigeographies and mediums, while tapping thentiateof the
existing ones.

Media and Entertainment Industry in India

The Indian Entertainment and Media industry inchidbe print media, television, radio, cinema and thternet.
According to the Report published by the PricewadaseCooper's (PWC) titled "Indian Entertainment edia (E&M)
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Outlook 2010* covering the forecast period of 2010-2014, thaim Entertainment Industry is one of the fastesting
sectors of the Indian economy riding on the ecoragnbowth and rising income levels that India hasrbexperiencing in
the past few years.

Segment wise break up of the Indian M&E industrgiieen below:

M&E Industry (INR CAGR CAGR
Films L4 i 3 5% = 105 115 125 137

- 1o it T = s ~pn T P 8 Tl VB
EVIGIan 23 ZH 259 =1, Lo e S 38z 428 s V'l 13770

139 160 172 L 8% 190 206 ] 246 759 9%

13 s 2 12%
(Source: FICCI KPMG Report 2010)
For the Indian Media and Entertainment (M&E) indystthe year 2009 was an inflection point. While timdustry
registered a modest growth of around 1.4% as caedpty 12% registered during 2008, it was a yearkethmwith
innovation and a focus on cost efficiencies. New@ntent formats and strategies adopted by the pdapethe industry
helped ensure that customers had more choices Wdddb the evolution of the industry.

According to the FICCI-KPMG 2010 report, the filmctor registered a negative growth, while the Tdustry showed a
good growth rate, and Internet, Gaming and Aninmatiegistered double digit growth rates, albeitaosmaller base. In
2009, the film industry is estimated to have dedibby nearly 14% to Rs. 89.3 billion from Rs.10dillon in 2008.

Filmed entertainment is the most pervasive andlssegment within the M&E industry as it is theénmry content
source for music and radio besides being a majotriboitor to the television segment. India’s filmdustry is one of the
largest in the world with more than 1000 releases aver three billion movie goers annuaffource: FICCIKPMG
2009) The Indian movie industry, being an integral pdrthe Indian socio-economic psyche and the moptifar source
of entertainment, contributes about 15 percenth® Rs 587 billion M&E industrySource: FICCIKPMG 2010)
However, factors such as piracy, poorly developa@mnue streams, excessive reliance on domestioffiog collections
and inefficiencies prevalent across the value chamresulted in relatively lower revenues forittdustry. The industry
was also very highly fragmented with independetpcers and single screen cinemas dominating thie ¢hain. Poor
infrastructure facilities, high entertainment taxasd long theatrical windows, resulted in Indianigea highly under-
screened and under priced market. Over the pase ttor four years, the film entertainment industas lwitnessed
significant changes. Availability of organised fimg, growing number of multiplexes and increasingrseas collections
have led to improved realization in the industripeTindustry is also enjoying greater acceptanceraodgnition in the
global arena as is evident by the recent succefisns like ‘Slumdog Millionaire’and deals between DreamWorks and
Reliance ADA Group, Disney and UTV etc. With Modgaer entering the markets, DVDs and VCDs have becom
affordable and home video has come to stay. Hdredamestic theatrical lifecycle of movies has dased, while due to
ever expanding budgets and increasing market sptrabreakeven point of movies has increased.

Global Media & Entertainment Industry

The entertainment and media industry in North AcgerEMEA (Europe, Middle East, Africa), Asia Pacifand Latin
America will increase from $1.3 trillion in 2009 1.7 trillion in 2014, growing at a compound anmage of 5%. North
America will be the slowest-growing region, with3€9% compounded annual increase. After falling 1826 to $460
billion in 2009, spending will rise to $558 billian 2014. EMEA, the largest region, at $463 billior2009, declined by
2.8% in 2009. We expect spending in EMEA to inceglag 4.6% compounded annually to $581 billion in2@pending
in Asia Pacific increased by 1.3% in 2009 and wilerage 6.4% compounded annually through 20lihgri® $475
billion in 2014 from $348 billion in 2009. ExcludinJapan, Asia Pacific will increase at a projec®2P6 compound
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annual rate during the next five years. The maitkdtatin America rose by 3.9% in 2009 and will erdaat an 8.8%
compounded annual rate during the next five yeams f$50 billion to $77 billion in 2014( Source : PwC Report on
Indian Media and Entertainment 2010).

Global Entertainment and Media Market by Region$wéllion)
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Indian Animation and VFX Industry

Traditionally, Indian animation segment has witmessignificant growth on the back of high-end wortksourced from
international studios complemented with increasehahd of animated content in the film and televisitdustries. The
structure of the Indian animation industry is ithased below:

o

Custom content development
and multimedia/web design

Animation
education

Animation

entertainment

(Source: PwC Report on Indian Media and Entertainn2810)

Specialized
content

E-education

Value Chain

At present, Indian animation companies primarilgi@e in the production and post-production stadeke value chain.
When it comes to IP creation and concocting frelgfas, these companies still stand at a very nastagg. However, off
late, this sector has received substantial boot ainumber of domestic animation movies and teieni series being

conceptualized and produced by local companies.
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Size of Animation and VFX Industry in India

50.0
45.0
400
5 350
= 4.0 16.8
= 300 i
= 50 '
- 10.0 . .
200 o= . 86 03
5 . . s
3.0 | 68 - 83
o 8.5 R R Ge
100 | 23 32 19 .0 59
) 6 17 . B
B 55 63 74 84 97
0.0
2008 2009 2010 2011 2012 2013 M4
Post-production VEX ® Animation Product Creation ™ Animation Services

Source: KPMG Analysis, Industry Interisws

Indian VFX Industry

VFX comprises of computerized digital animation grdcess known as composition. It helps producesalize the
shots before they are taken, thus making the slooé reffective and less expensive. Cost arbitragélable with India
makes it an even more attractive destination fearivational films.

Value Chain:
Decision to use VFX to Footage captured on Digitization of live Created using com- Final compaositing of
enhance live action, camera action footage to puter generated images VFX against blue/
VFX house may be VEX supervisor enable VFX creation green screen and
present to determine live action
budget and ability to Emerging trend of Transfer of compos-
execute presence of VFX ; i

ited film onto

supervisor desired exhibition

format

Source: PwC Report on Indian Media and Entertainn2it0

Many live action films today include a VFX sequenaed the sheer duration of these screen shots |kasriaen

substantially. Taking into account the low basetfos service, it is estimated to have grown byriye40 percent over
2008. This is driven by both international and dstitedemand for special effects. However, billirggnerated by the
domestic market are at lower price points when ey to the rates charged for outsourced work. 8WiFX demand
for films continues, over 50 percent of the worlcisrently created for ad film productions. Givédse tgrowing demand
and capability of Indian studios to produce supgedaality content, Indian studios are looking atablishing their

presence in the overseas market. Internationalepoesenables studios to create an integrated gioduset up and
generate a robust pipeline of projects throughgtbbal network. Established VFX players such amBriFocus and Pixion
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are already setting foot on international grouridsugh the inorganic route thus paving the growathgor other Indian
VFX companies.
(Source: FICCI — KPMG Report, 2010)

Key trends in Animation and VFX Industry

The Animation and VFX industry has seen an oveyalivth of 13.6 percent over 2008 and is expectegidor at a CAGR
of 18.7 percent in the coming years to reach INR648llion by 2014 driven by increased consumpta@fnanimated
content, acceptance of 3D graphics and venturitwiimernational market¢Source: FICCI — KPMG Report, 2010)

Boost to television broadcasting with increasedergst in kids channels

Kids channels excelled in the year 2009. Channgih s POGO and Nickelodeon have indicated a ceratite rise in
their ratings, thus building the conviction in timarket that there is high potential in this arest ttan be further explored.
More channels are either acquiring new content niachdly or producing the content themselves suchitile Krishna by
BIG Entertainment. International channels are akowing confidence in the local studios and enagingathem to
produce the content locally.

(Source: PwC Report on Indian Media and Entertainn2&10)

More animation movies being created locally

Many projects were shelved or postponed and omigradful of movies were released in the year 2009 tdurecession.
But with the financial conditions improving and WwiBollywood displaying great interest in this sed@fter the success of
some animation movies), a renewed enthusiasm hers ha&ted in conceptualizing and creating conteitéisie to local
taste. Studios have understood the importance afrmathe content and hence are looking to createauntent, locally.
Many Indian animated films are in the pipeline,tsas:

—  Kuchi Kuchi Hota Hai produced by Karan Johar.
— Toonpur Ka Superhero by Kumar Mangat and Krishildda.
— Delhi Safari by Krayon pictures.
— Arjun by UTV motion pictures.
— Alpha and Omega by Crest Animation.
— Bal Hanuman 2 by Astute Media Vision.
— The Prodigies by DQE entertainment, Onyx films &dklite films, France.
— Zokkomon by Walt Disney.
Ab Dilli Dur Nahin produced and directed by Nikhildvani.
(Source: PwC Report on Indian Media and Entertainti2910)

Greater share of outsourcing market

India offers tremendous cost arbitrage in the aoégse to post-production. A 30 minutes animafiém can be made at a
lower cost of producing the same in Korea, Philiggiand North America.

2D Hand drawn USD 45,000 - 50,000 USD 60,750 - 67,500 USD 180,000 - 200,000

3D USD 99,000 USD 121,500 USD 360,000
Backend production USD 200,000 USD 270,000 SD 800,000
Flash Animation USD 20,000 USD 27.000 LSD 80,000

(Source: FICCI — KPMG Report, 2010)

With surging investments in state-of-the-art equeépmmore companies would look to target Indiahasdutsourcing hub.
Recently, Mumbai-based Crest Animation and US-bdsedsgate Family Entertainment announced theioséamovie

titted Norm of the North planned to be released2@12. Currently, they are producing Alpha and Omdga to be
released in October 201QSource: PWC Report on Indian Media and Entertaini2910).

Newer revenue streams: merchandising, mobile dovauls

The animation industry is exploring new revenueatns like merchandising which are not yet fullypksgh to its potential.
However, progressive production houses are focusingxploring this area to maximize their retufRecently, Diamond
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comics has given out merchandising and animaticense to License India of popular comic heroke IChacha
Chowdhary, Pinki, Saboo, Billu and others to use same on kids toys and miscellaneous merchandiéebile is
another promising revenue stream which is beingoegg by companies, currently, in the form of maoblss. For
example, service providers like Vodafone have laedc mobisodes on their network. Star India had alsmated
mobisodes of their serials, as had Rajshri ProdostiRam and Ria is a sitcom produced specifidalfymobile and
internet screens(Source: PwC Report on Indian Media and Entertaint910).

Growth in animation education segment

Several education institutes are trying to enhahed learning experience by providing educatiorotigh animation.
Moreover, some DTH operators are also producingocusducation content for learning (like Active biag, Active
Wizkids and others by Tata Sky). Hence, this is@ving segment for animation industry. The Minystrf Information
and Broadcasting (MolB) has decided to set up #omalt centre of excellence (NCoE) to support angnant the
animation, gaming and VFX industry in Ind{&ource: PwC Report on Indian Media and Entertainthi2910).

3D Formats

The number of 3D screens in India is steadily iasireg supported by an increased awareness for tbesats and an
enhanced consumer experience. Reliance MediaWsibartnering with In Three (which recently workedDBisney's 3D
"G-Force) to create the world's largest 2D-to-3Dnarsion facility, in Mumbai, that can undertake-2% projects per
year. Moreover, the recent Consumer Electroniaietfair in Las Vegas also had many technology camesadisplaying
their next generation 3D enabled stereoscopic ssrém television and notebooks. With televisiondutcasters such as
ESPN announcing the launch of a 3D channel by tideoé 2010, the demand for animated and 3D corisesgét to rise,
giving India an opportunity to address this growdgmand with a low cost advantag8ource: FICCI — KPMG Report,
2010)

Key challenges for the Animation and VFX Industry

Low Capital investments

One of the major upheavals is the low level of dphvestment in the Indian animation industrysBles, not only the
quality of service provided is limited, but theesiaf existing players is also small. It is pivdia the industry to invest if it
needs to have an end- to-end concept to marketingjan.

Human capital requirement

As the demand for animation gains precedence, Wwdiald also need to keep up on the human capiedsieCurrently,
there are not only just few schools in the coupiigviding animation courses. Slack awareness atheututure potential
of the animation sector mars the growth of thisustdy. Furthermore, the handful of schools whichpdovide these
courses follow a very substandard level of edupati@ourses. The Ministry of Human Resource Develom (HRD)

would need to focus on this issue if the industg to expand extensively in coming years.

Tough competition from foreign animation

Going by the trends in past few years, most domestimation movies revolve around mythological elesgrs, thus
attracting users on their own. However, when it esrto extending their competence in other genmesiedtic studios
would need to compete with international Hollywaudvies that already enjoy the advantage of highpabilities at their
disposal. But, with added interests in domestigeReration and investments in local setups, thisigheing bridged.

(Source: PwC Report on Indian Media and Entertaintr2910)
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OUR BUSINESS

The following summary is qualified in its entirdty, and should be read in conjunction with our refatted financial
statements and the more detailed information agpgaelsewhere in this Placement Document along whith risks
discussed under section titleRisk Factors for an understanding of the risks associated witik purchase of the Equity
Shares.

In this section, a reference to “Prime Focus” oth# Company” means Prime Focus Limited. Unless tmtaxt otherwise
requires or implies, references to “we”, “us”, ordur” refers to Prime Focus Limited, its Subsidiazi& its Associates,

on a consolidated basis.
Overview

We are one of the leading global players in theialientertainment services segment of the MediaErtdrtainment
Industry. We provide services related to VFX, casign of 2D content to 3D content, post productiativities, digital
asset management and broadcast facilities and daebpackaging. We provide these services primarifiim, broadcast,
television, commercials and new media businesses.s@écialize in providing technical creative sa@n$, which are
basically technology and creative solutions for amgio-visual content and we provide such solutionan integrated
manner across various segments of the media ardantnent business. We capture, create, craftleite and conserve
content to enable our clients to engage, entermilucate and excite our audiences. We combine tmiralgcost
advantages, resources and international talentypitlolour local knowledge and expertise to antitgpand meet the need
of our diverse clients across the world.

Prime Focus Limited was incorporated on June 8971las a private limited company under part IXh&f Companies
Act, 1956, on merger of proprietary concerns of puarmoters 'Video Works' and 'Video Workshop' tommfdPrime Focus
Private Limited’. Subsequently, our Company wasvested into a public limited company vide a fredrtificate of

incorporation dated April 24, 2000.

We started as a television post-production faesiservice provider and introduced the technologyén-linear editing in
India. We later entered the advertising, films aal@vision design market and in the year 2000, eteup the telecine
facilities in India, enabling the transfer of argle film to digital tape with colour correction,uth allowing full image
colour manipulation.

With the advent of high-end colour correction faieis for advertising and television, the film irglty required radical
change, which would allow high-end colour manipolatfor films shown on the big screen. With thigeaitive, we set up
the fully integrated and calibrated DI pipeline faame-by-frame feature film colour grading andtoestion in India.

We undertook an Initial Public Offering (“IPO”) ibune 2006 and our equity shares were listed oB8te & NSE. The
majority of the proceeds from the initial publidering were used to finance the acquisition of 5&%ke in Prime Focus
London plc (formerly known as VTR plc) and for dastie organic and inorganic expansion.

Over the past few years, we have expanded our égsiaperations through organic and inorganic roMe.acquired
majority interest in Prime Focus London plc whighimto the business of providing post-productiorvises for the
advertisement and broadcast industry in the UKiaribted on the Alternative Investment Market bé tLondon Stock
Exchange. In 2006, we also acquired 100% sharetlidi Clear Post Production Limited in Soho, Londamich we
subsequently merged with VTR Limited (one of thbssdiaries of Prime Focus London plc). Prime Fdooisdon plc has
four facilities in Soho, London. In 2007, we exgad our reach to North America with the acquisitainPost Logic
Studios, Inc and Frantic Films, Inc for US$ 43 iaill Post Logic Studios, is in the business ofdalpr science and post
production services to independent and studio fedtlm clientele, with facilities in Los Angelesxd New York. Frantic
Films has businesses that offer VFX for films wdgvelopment facilities in Los Angeles in US, Winggpand Vancouver
in Canada. In 2009, we acquired 100% ownershipumaint venture company, Store Media Technologldstd pursuant
to a Scheme of Arrangement. We also acquired ths¢ pianduction business of UTV pursuant to a busirtesnsfer
agreement in the year 2007. We have successfuéigriated operations of companies which we acquiréddia, the U.K.
and the U.S.

We operate in 4 countries through 15 facilitiesespracross 10 cities which include Vancouver andriigeg in Canada,
Los Angeles and New York in USA, London in the WMumbai, Chennai, Hyderabad, Bangalore and GoadrmaliVe
have recently expanded our operations in Mumbadialwith the set up of a state of the art faciitigh a capacity of 250
VFEX seats. Details of country-wise facilities & ggaphical break-up of income are given below:
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Country-wise presence: Geographical Income Chart:
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Our consolidated total income was Rs. 4,615.73anillRs. 3,670.50 million and Rs. 2,315.62 milliarfiscal 2010, 2009
and 2008 respectively. Correspondingly, the codatdid Profit before interest, depreciation, exula@ry items and tax
was Rs. 1,146.93 million, Rs. 735.24 million and RE3.71 million and the consolidated Profit affeix (before minority
Interest) was Rs. 393.93 million, Rs. 157.64 milland Rs. 317.58 million in fiscal 2010, 2009 af@& respectively. Our
Company'’s unconsolidated total income, Profit befioterest, depreciation, extraordinary items &aad Profit after Tax
for the three months ended June 30, 2010 was R52nillion, Rs. 122.88 million and Rs. 29.36 il respectively.

The equity shares of Prime Focus Limited are lisiedhe BSE and the NSE. The market capitalizadgfoour Company as
on November 1, 2010 on BSE was Rs. 8,603.96 mitioth on NSE was Rs. 8,636.01 million.

Strengths
Integrated Services:

We are one of the leading integrated visual eritertant services company in the world. Our rangsesfices include
VFX, conversion from 2D content to 3D content, pesiduction activities, digital asset managemerdabicast facilities
and broadcast packaging. We leverage our streigthg techno-creative services by providing sinmslarvices at various
geographical locations in India, UK, US and Canalla. operate across segments at various pointeinalue chain to
give greater convenience and freedom to our clifirite value chain is given below:

Film Production Prime Focus Value
! !

Film Shooting —> Equipment Renting
' !

Film Processing <+— Digital Processing (DI, Telecine)
! |
Film Visual Services D — VFX, View D

! l

Sound —> Recording, Mixing

Value Generation across the chain

As an integrated visual entertainment servicesigesywe believe that our operations are suffidiefiexible to enable us
to cater to varied needs of our clients. As a gteviof end-to-end post production services, weebelithat we have an
advantage over other visual entertainment servigeigers who are unable to offer integrated servitterings.
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Technology:
We have developed the following proprietary tecbgas which give us a technological edge over ounmnpetitors:
View-D

View-D is a proprietary technology developed in-beuView D enables the user to convert 2D conteBDt stereoscopic
content in an efficient and cost effective mannemllows filmmakers to create stereoscopic 3D eahtfrom source
material shot in most of the formats. It has thpatdlity to convert existing content as well as neleases to 3D
stereoscopic quality in less time and at competitiosts.

CLEARM

CLEAR™ provides a secure way to process, manage andedetiontent for revenue-generating multi-platform
opportunities. It allows the user to take contrbld@ital assets and associated business processdsmanage them
throughout the entire content life-cycle, from di@@, through processing and distribution, to preagon. It is a ready-to-
use, cost effective and workflow management platforhich is accessible from anywhere in the world.

Research and Development (“R&D”) Focus:

The Company’s VFX Software Division delivers inntive, custom R&D solutions and quality software gwots through
a truly international team of visual effects andgramming experts. Working closely with the CompanyFX division,
the software team is meeting the challenges oirthestry on a daily basis. Turning to real sciease foundation, the in-
house R&D team of the Company seeks to push thadawies of visual effects, tackling complex prodéuetproblems
and physics issues with inventive programming smhst The end results have produced advanced imdgemany of
the Company'’s feature film projects.

Global Servicing Platform:

We operate in 4 countries through 15 facilitiesespracross 10 cities which include Vancouver andriigeg in Canada,
Los Angeles and New York in USA, London in the WMumbai, Chennai, Hyderabad, Bangalore and GoadialrOver

the last few years, we have acquired studios antidhe firms globally to expand our horizons, taternational markets
and gain access to better technologies. We havie s global enterprise through organic growthd astrategic

international and domestic acquisitions over th& few years.

Our India facilities offer post production and VF¢rvices to the bollywood and regional film markatel also to the
advertising and broadcast markets. Apart from this,also provide strategic and execution suppoduointernational
offices.

Our North America facility offers an integrated teuof media solutions and sources majority of tbet@ 3D conversion
and VFX business for us. Our Winnipeg facility lie tcentre of all our research and developmentitietvin the fields of
VEX and 3-D. Our Vancouver facility specializeshigh-end feature visual effects. Our New York féigitaters to the
advertising broadcast and film clientele.

Our UK facility offers a complete range of visualtertainment services like digital intermediate stpproduction,
animation, restoration & mastering, VFX and 2D B &nversion from our facilities located in Sohandon.

Our global presence is a key to the way we servechents, with our sites and facilities stratedjigapread across 10
cities worldwide. We leverage on the specializaedises from various locations to provide superioality services to our

client 24x7. Further, our business model enablds spread the project across multiple facilitidgol helps us to execute
the projects quickly.

Low cost locations:

India has the potential to emerge as an outsoutuihgfor VFX and media processes, given the cdistrage in personnel
and infrastructure costs as compared with the UK the US. India is also cost competitive as conghaoesome of the
other countries like Korea and Philippines provighigh quality VFX and animation services. Furthadia is the largest
film consuming market in the world with over 3.3libn tickets sold annually and over 1,000 moviesduced annually.
(Indian media and entertainment, 2010, KPMG-FIC@pBrt, 2010) We operate from 10 facilities in India, spreadbas

five cities viz. Mumbai, Chennai, Hyderabad, Baogaland Goa. Our facilities in India, enables uptovide to our
clients, quality services at lower cost.

Our pioneering business model ‘Worldsourcing’ erabbur talent to share their expertise across @sjéocations,
disciplines and sectors. It means we can operatssithe entire Visual Entertainment sector; irgweajor market and at
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every stage of a project’s development. Worldsaygyd¢ias no borders, timezones or limits on capaaityis able to adapt
to the constantly changing needs and ambitionguatent creators.

Strong relationships in the Indian film industry:

Mr. Naresh Malhotra and Mr. Namit Malhotra, our maters, have a combined experience of over fouadks in the
media and entertainment industry. They have oweytars successfully established relationships vétious production
houses across India. Further, they have a longistgnelationship with our customers, built on successful execution
of prior engagements. These relationships haveetalg to understand better our customers’ busimesds at early stages
and to enable us to provide effective solutionm&et these needs. We believe that our relationgitlipproduction houses
in India enables us to compete successfully fah&rrbusiness opportunities from them.

Deep knowledge of industry & experienced team:

Our senior management team has significant experiém visual entertainment services business. Wieveethat this
depth of experience is a key element of our abiitguccessfully provide end-to-end solutions aiows stages of project
development, including equipment hire, visual @ffewideo and audio post production, DI and digisdet management.
We believe that our management team is well placgatovide strategic leadership and direction tpl@xe new emerging
opportunities in our business as well as to cotistamprove our current operations.

Strategies
Investing in people and culture:

We believe that our ability to maintain growth deg@e to a large extent on our strength in attractiregning, motivating
and retaining employees. Our talent acquisitionlggbiphy is to recruit for attitude, train for skéind develop for
leadership roles. We focus on performance managemeaviding input on leadership qualities, memgriand periodic
reviews for career alignment and planning. Our humesources and compensation practices proactagdiyess the
factors that impact retention. These practicesigelregular salary reviews, skill and performaratated bonuses, rotation
into growth opportunities as well as providing mmgtional exposure. Further, we have initiated ipriglary steps to
introduce employee stock option plan for retainiawgd attracting the talent. By bringing togetheratire talent,
technology and a seamlessly integrated networksadimrth America, Europe and Asia, we believe wedsliver quality
services efficiently and save costs for our clients

Focusing on the market of conversion of 2D conténto 3D content:

We continue to tap opportunities available in teeently emerged market for 3D content. Our go#b ileverage on our
recently developed proprietary technology ‘Viewahich enables conversion of 2D content to 3D carégifiow cost and
in a efficient manner. View-D enables filmmakersstwot a movie with a single camera, on film, withbaving to be
locked into digital cameras. View-D shortens thegtl of time of conversion which can be fit inte thostproduction
schedule. View-D technology offers a new productimethod to convert both library titles and new asks to
stereoscopic quality in a shorter time than othaitional methods.

Leverage on the business model:

The cost arbitrage available with India makes it atractive destination for international films &vail VFX and
conversion services. India has the potential torgenas a major outsourcing hub for VFX and meda@sses, given the
scope for savings on personnel and infrastructastsc Due to our integrated services approach kxmhlgpositioning, we
are well placed to capitalize on this opportuniye aim to use our operations in India (includingeleping strong
communication channels amongst our teams in diffeoeuntries and overseas) as a way to spread aendss our
network to take advantage of the low-cost locatiod the relatively low price at which services t&noffered in India.
Further, our global presence through our officeliia, UK, US and Canada enables us to creatatagrated production
set up and generate a pipeline of projects. Furtherrelatively large team with 600 VFX seatsnidig, not only enables
us to execute large projects efficiently but alsovfgles us with a competitive cost advantage to pim with global
players in the Industry.

Pursuing strategic acquisitions and other inorganieitiatives:

Over the past few years, we have expanded our dmsiglobally through acquisitions. We will contintee evaluate
opportunities for acquisitions or joint venturesatifances that expand our product portfolio, build our existing system
capabilities, or give us a presence in complemgmtarkets.

Digital Asset Management through CLEAR:
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As the digital distribution of media becomes inaiagly important, it is necessary for all currendaold television and
film media to be held digitally, with adequate failfe protection. Currently most old media is dlava tape. This needs to
be digitized, catalogued, mastered and stored amn-liee systems so that adequate copies can bé&lyuitrieved and
transferred to requirements of different delivetgtiorms like HDTV, HD DVD, IPTV and Mobile. Digitare-mastering
and cataloguing in its entirety can be outsourcednty part of the world due to its inherent abitilybe transmitted using
high-speed lines. The Company believes that th#adiity of high quality technical manpower andghiend technology
gives India a competitive advantage in this regard.

Our Services

1) Visual Effects:

Globally, VFX budgets in a movie are increasingngfigantly. Its use is becoming indispensable ia theation of films
and advertisements. The use of VFX enhances tleenitic value of the movie and enables productiamgeto make cost
savings by performing work digitally. Our Companrgshone of the largest VFX facilities in India, wb0 seats. From
these facilities, we provide VFX services to botimebstic and international production houses.

Using our global digital pipeline model which erssirtimely execution of projects while utilizing thalent pool
effectively, we have been able to provide effectine efficient services to clients in the media antértainment industry.

The CLEARM platform enables us to manage workflow across 3iments, working in all time zones across 15 ftiet
with more than 2,000 people working to deliver égyatontent efficiently at competitive costs. Altaied approach to each
project ensures the delivery of a quality serviggnad with a highly competitive pricing structure.

Categories
Visual effects may be divided broadly into follogioategories:

* Models: In the field of special effects a miniature effect special effect generated by the use of snalgels. Scale
models are often combined with high speed photdgrap make gravitational and other effects scatgerly.

« Matte paintings and stills A matte painting is a painted representation ddralscape, set, or distant location that
allows filmmakers to create the illusion of an @omiment that would otherwise be too expensive qossible to
build or visit. Historically, matte painters andrfi technicians have used various techniques to owmné matte-
painted image with live-action footage. At its hedtpending on the skill levels of the artists aechnicians, the
effect is "seamless" and creates environmentsitbalkd otherwise be impossible to film.

« Chroma key compositing (or chroma keying): It is a technique for compositing two imagesframes together in
which a color (or a small color range) from one gmas removed (or made transparent), revealinghandmage
behind it. This technique is also referred to dsrckeying, colour-separation overlay, greenscresm, bluescreen. It
is commonly used for weather forecast broadcadtgrein the presenter appears to be standing in &ba large
map, but in the studio it is actually a large blueyreen background. The meteorologist standsint fof a bluescreen,
and then different weather maps are added on thade in the image where the color is blue. If theteorologist
wears blue clothes, their clothes will become regdawith the background video. This also worksdarenscreens,
since blue and green are considered the colors likasskin tone. This technique is also used i@ émtertainment
industry.

< Front projection effect: It is an in-camera visual effects process in filmguction for combining foreground
performance with pre-filmed background footage.

« Special effects:These are traditionally divided into the categoé optical effects and mechanical effects. Wté t
emergence of digital film-making tools a greatestidiction between special effects and visual effdtas been
recognized, with "visual effects" referring to dali post-production and "special effects" referritg on-set
mechanical effects and in-camera optical effecte illusions used in the film, television, theater,entertainment
industries to simulate the imagined events in aystoe traditionally called special effects (ofi@breviated as SFX,
SPFX, or simply FX).

« Optical effects (also called photographic effects)fhese are techniques in which images or film frauaue created
photographically, either "in-camera" using multigleposure, mattes, or the Schufftan process, pogt-production
processes using an optical printer. An optical @ffmight be used to place actors or sets againdifferent
background.

« Mechanical effects (also called practical or physad effects) These are usually accomplished during the liieac
shooting. This includes the use of mechanized prepenery, scale models, pyrotechnics and Atmosphkdfects:
creating physical wind, rain, fog, snow, clouds &leking a car appear to drive by itself, or blogvmp a building are
examples of mechanical effects. Mechanical effastsoften incorporated into set design and makéapexample, a
set may be built with break-away doors or wallettance a fight scene, or prosthetic makeup caisée to make an
actor look like a monster.
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« VFX Creative: The VFX Creative Director is a position usuallyntBnded in Film, Television program, Game
industry and it is mostly needed in science fictionythical, epic projects. He/She is asked to tade in the movies
which demand high imagination and creativity. Tlesponsibility of a creative director is very mudkelan art
director; although more related to CGI (computemegated imagery) of the projects. For movies wiigh fully CG
or partly CG a VFX creative director actively paipiates with the director.

2) Conversion of 2D content to 3D content:

View-D offers the industry an exciting new prodocti method to convert both library titles and neveases to
stereoscopic quality in considerably less time tb#mer methods. The increasing dependency on VFXD&for the
success of a movie opens huge market potential§o8D is expected to permeate to TV and gaming fifgan movies
and significant investments in 3D devices has mummanies like us in the spotlight for 3D contenheyation. Major
global hardware and content players are bettingohi®D emerging as a significant development thaald/ shape their
business. With this technology, we are well-positid to leverage on this emerging opportunity.

In April 2010, we were one of the first companiasthe world to convert an entire full length featdiim from 2D to
stereo 3D. The conversion was completed in a velgtshort span of eight weeks using our resourc&sSA, Canada and
India.

3) Post Production Activities:

a) Feature film post production:

We were one of the earliest entrants in feature fibst-production in India. Starting with the ppstduction of small
sequences in 2001 and then the first DI film in 20@e provided DI in a humber of feature films iallpwood in
2010, including films such as My Name is Khan, Badsh Company, Anjaana Anjaani, Allah Ke Bandey, ddou
Full to name a few. In addition to DI, Prime Focalso provided design and packaging services suctitlas
sequences, video deliverables, broadcast prometiouksi-format digital deliveries, DVD deliverablesmid D-Cinema
deliverables. In addition to Bollywood, we workedensively on the post-production of leading filmghe Chennai
and Hyderabad markets. In London, PF London pldicoes to establish itself as a digital post-prduucservice
provider and has worked on many reputed films.

b) Advertising post production:

Our Company’s boutique advertising facilities siathin Khar and Parel, Mumbai provides end-to-evidt®ns for
commercial post-production. From telecine, editifirgshing, computer graphics and sound facilitibe facility now
caters to a major proportion of advertising outrafia.

In London, Prime Focus London plc is a key playethe commercial post-production market, offering éame range
of services as offered in India. Most major adsémti agencies and Ad makers in India and UK hapeganced our
services and continue to avail our services.

4) Camera Rentals:

Prime Focus India offers camera rentals to film adsertisement producers around the world. It sfferfull range of
cameras for 3Perf Super35 shooting. The rangedeslirri 535, 435, and 235 cameras with eitheaytime lenses or
scope lenses. In addition to the cameras, we peadid digital shooting through the latest Sony HDC/AR technology
with Canon block lenses. We also provide budgesisge users to shoots in HD format with Panas®M@adcam Cameras.
In addition to services to the film and advertisindustries, Prime Focus also provides video casngr®igital Betacam
and HD formats to shoot television serials and nealinera shooting with online switching for eveatsl shows.

5) Broadcast Packaging and Broadcast Facilities:
Prime Focus is involved in high-end broadcast paicigafor all major networks including Star, SonyeZ MTV and
Zoom.

Prime Focus London plc broadcast entity, Blue nis of the market leaders in broadcast packagingimon and works
extensively with BBC, Channel 4, Discovery Netwogksd many of the other main networks in the UK. Gervices
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include on-air packaging, equipment rental, progrenediting and mastering. We provide televisiotiata with creative
services for on-air advertising, packaging and tcaat design.

Key Clients

Our Company has been associated with various lgaddvertising agencies like JWT, O&M, Chaitra Leariett,
advertisement filmmakers like Prasoon Pandey, Kbaohans, Pradeep Sarkar and production house$ie Films,
Red Ice Films and Film Farm.

Our Company has also worked with leading featune diirectors like Sanjay Leela Bansali, Karan JoBaddharth Anand
and production houses like UTV, Yashraj Films, Brdsrnational.

Our Company has been closely associated with mglictares like Anjaana Anjaani, Raavan, Badmaasmgzmy, My
name is Khan, Wake Up Sid, HouseFull, Ajab PrenGKrab Kahani.

On the international side, we continue to provielviges to most of the major Hollywood studios.

Projects Executed Recently

*Anjana Apie
and pj) Niani(vry

*Lafange p

Filmsk
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*I Hate Love
Stow[tameraq
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Advertisement
Others

Intellectual Property Approvals

Trade Marks
We at present hold registered trademarks in theenainPrime Focus Limited, Prime Focus Plus and @focus Home
Entertainment, the latter two being divisions ofni&r Focus Limited. Our Company has applied for éxelusive

trademark and logo of “Prime Focus” a% by filing applications for Trademark (TM - 1) il dhe 42 Classes as
defined under the Trademark Act, 1999, in orddruitd a strong brand name. Our application has laggnoved in some
classes and is pending in some of the classes.

Registered Trade Marks
The following are the approvals received by our @any, Subsidiaries and Joint Venture under the 8meaks Act:
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S. Description of Trade Mark | Class| Name of proprietor that stands | Registration Date of
No. on Trade Mark Registry number Application
records
1. “PRIME FOCUS” Label 16 | Prime Focus Limited 1435488 March 23,
35 1435497 2006
41 1048984
2. “PRIME FOCUS home 41 | Prime Focus Home 1435422 March 23,
entertainment (A Division of Entertainment 2006
Prime Focus Ltd.)" Label
3. “PRIME FOCUS home 41 Prime Focus Home 1435422 March 23,
entertainment (A Division of Entertainment 2006
Prime Focus Ltd.)” Logo
4, “PRIME FOCUS PLUS” 35 | Prime Focus Plus 1435517 March 23,
Label 41 1435532 2006
5. “PRIME FOCUS PLUS” 35 | Prime Focus Plus 1435517 March 23,
Logo 41 1435532 2006
6. “USL” Label 9 Prime Focus Limited 704689B April 15 1996
16 704690 April 15, 2006
7. “USL” Logo 9 Prime Focus Limited 704689B April 15 1996
16 704690 April 15, 2006
8. “LITTLE STARS” Label 16 | Prime Focus Limited 1048984 October 1,
2001

Trademarks pending registration:

The following are the pending trademark applicatiomade by our Company under the Trademarks Act:

S. No.

Description of Trade
Mark

Class

Name of
proprietor

Application
number

Date of Application

9
16
35
41
42

Prime Focus
Limited

1905126

January 5, 2010

9
16
35
41
42

Prime Focus
Limited

1905127

January 5, 2010

“Lets Create..”

9
35
41
16

Prime Focus Limited

1937312

March 17, 2010

CLEAR qﬁ

9
35
41
42
16

Prime Focus Limited

1950566

April 15, 2010

Trademarks that have received opposition:

Opposition applications have been filed againstftiewing trademarks owned by our Company under Tnademarks

Act:
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S. No| Description of Trade | Class Name Of Application/ Description of Status
Mark Proprietor that |Registration number|  Trademark
stands on Trade Opposed
Mark Registry
Records
1. |PRIME FOCUS 12 Prime Focus 1788836 “PRIME Opposed
Limited FOCUs”
(and device)
2. [PRIME FOCUS 42 Prime Focus 1788864 “FOCUS” Opposed
Limited
3. |PRIME FOCUS 30 Prime Focus 1788854 “PRIME Opposed
Limited FOCUs”

Patents:

Prime Focus VFX Services Il INC has filed Patent Applicationor system and process for transforming two
dimensional images into three-dimensional imagethénU.S. Patent and Trademark Officel$PTO") and also
under the Patent Co- Operation Treaty Route. Thetldere as follows:

Sr. Description of the Patent Proprieto Filed At Date of Application Status
No r Application No.
1. | Applications for system and process for  Prime U.S. Patent| September 1, U.S. Non- Pending
transforming two dimensional images | Focus VFX and 2010 Provisional
into three-dimensional images Services Il | Trademark Patent
INC Office Application no.
(“USPTQO") 12/874,190
2. | Applications for system and process for  Prime Under September 1,| International | Pending
transforming two dimensional images | Focus VFX| Patent Co- 2010 Application
into three-dimensional images Services Il | Operation No. PCT/US
INC Treaty 10/475 78

Our intellectual property

We have intellectual property rights that we seebrotect to the fullest extent practicable. In doeirse of our research
and development activities, we create a range teflé@ctual property which we attempt to protectotigh patent and
copyright protection, confidentiality proceduresdatontractual provisions. We seek patent protectiorcertain of the

inventions which we develop. We have applied tb6. Non-Provisional Patent Application no. 12/8P%a patent

registration for “System and process for transfogntwo dimensional images into three-dimensionadges” in the

United States.

We require our people and sub-contractors to dnternon-disclosure and assignment of rights amamnts to limit
access to and distribution of our clients’ promigtand confidential information as well as our own

Contracts with our clients typically require us ¢omply with certain security obligations includimgaintenance of
network security, back-up of data, ensuring oumnoek is virus free and verifying the credentialsonfr people that work
with our clients. We cannot assure you that we gllable to comply with all such obligations and incur any liability.
For more information, see section title®isk Factors of this Placement Document. Although we beliebattour
intellectual property rights do not infringe on tihéellectual property rights of any other partyfringement claims may be
asserted against us in the future.

Competitors
We believe that the following are our competitorsn different segments of the business that we opegat

India U.K. u.s.
Pixion The Moving Picture Company Industrial Ligind Magic
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Reliance Media Works Ascent Media Cinesite

Future Works Technicolor Digital Domain
Visual Computing Labs Framestore Stereo 3
The Mill In3
The Farm Legend 3D
Pepper Post Ascent Media

Double Negative

Infrastructure and Locations

Our Company has its registered office at Mainfrdmé@ark, Building ‘H’, Royal Palms Goregaon (Eastimbai — 400
065, admeasuring 63,858 square feet. We also Héwe premises at various locations as listed below

India

e Mumbai - Royal Palms, Ground Floor, Master Mind Rbyal Palms, Goregaon East, Mumbai, 400 065;

«  Mumbai - Parel, Unit No. 5,"2 Floor, Raghuvanshi Mansion, Raghuvanshi Mills Comp, Senapati Bapat Marg,
Lower Parel, Mumbai, 400 013;

e« Mumbai - Khar, Gazebo Plaza, Linking Road, Kharsty®umbai 400 052;

e Mumbai - Film City Campus, Dadasaheb Phalke, Chétgari, Mumbai 400 065;

+ Goa, B - Wing, % floor, Osia Commercial Arcade, Margoa, Goa 403;601

* Hyderabad - Rama Naidu Studios Complex, 79, Filgadalubilee Hills, Hyderabad 500 033;

« Chennai - T Floor, 9-A, Kumaran Colony, Vadapalni, Chennai 6Q®.

e London - Total of 40,000 square feet, in Soho, €éhtondon, spread across 4 buildings.

e Los Angeles - 55,000 square feet facility locatetiollywood, California;
« New York - 6,000 square feet located in Manhattan

Canada

e Vancouver - 22,000 square feet facility
e Winnipeg - 8,000 square feet facility

Awards and Recognitions
Some of the recent awards and recognitions recdiyad are listed below:
Fiscal 2010

1. FICCI BAF Awards 2010 ‘Special Jury Award’ for ‘Chdni Chowk to China’

2. FICCI BAF Awards 2010 ‘VFX shot of the Year’ for ufn Mile’.

3. Apsara Awards for Blue.

4. INDY'S Award for Best Visual Effects

5. lIFA Award for Best Visual effects for Ghajini

6. Emmy Award for '‘Outstanding Sound Editing for Natiftn Programming' for work done on Nutopia's 'Aic&iThe
Story of Us'

Fiscal 2009

1. Filmfare Award 2009 for ‘Best VFX in a Motion Picti — Love Story 2050

2. FICCI BAF Jury Award for ‘Best VFX Shot of the YéarLove Story 2050

3. 24fps Award 2009 for ‘Outstanding Contribution tsial Effects’- Love Story 2050

4. IIFA Award 2009 for ‘Best Visual Effects’ for Ghaj

5. FICCI BAF Award 2008 for ‘Best VFX in a commercidbr Honda CBZ ‘Hero’

6. Golden Cursor Animation Awards — Best Animatiorve.iAction (Commercial LG)

7. Golden Cursor Animation Awards- Best VFX FeaturenHiFilm — Love Story 2050)

Insurance
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The Company has insurance policies for all camquapenent, editing machines, fixed assets, furniturd fixtures. The
policies for camera equipment cover “All Risks” whiindemnify the Company, in case of loss, to theerg of the
intrinsic value of the property lost, damaged, estdoyed by fire, riot and strike, terrorist adfjyitheft or accident since
the camera equipment is sent on a hire basis atidms. We have “Standard Fire & Special Perilsdyblfor all our
existing editing machines, fixed assets and furaiand fixtures at all the present locations. Idiah to the above, we
also take 'In-transit' policies for all the mactsrkat are imported.
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REGULATORY FRAMEWORK

The Company is a Service Provider engaged in piayidnd to end post production and visual effeetsises, and hence
is not governed by any key industrial regulations.

Foreign Investment Regulations

Foreign investment in the Entertainment and Medidustry is regulated by the provisions of the FgmeExchange
Management Act, 1999 (FEMA) and the rules and &tprs framed thereunder read with the Industr@icl of the
Government of India as amended from time to timéil®/the Industrial Policy prescribes the limitsdaime conditions
subject to which foreign investment can be maddiffierent sectors of the Indian economy, FEMA reges the precise
manner in which such investments may be made. Wh@eForeign Direct Investment Policy of the Gowveemt of India,
unless specifically restricted, foreign investmisnfreely permitted in Indian companies up to ariest and without any
prior approvals, but the foreign investor is regdito follow certain prescribed procedures for mglguch investment. As
per the current foreign investment policy, foreignestment is allowed up to 100% in the Entertaint®ector. The
government bodies responsible for granting fordiprestment approvals are FIPB and RBI. In termghef existing
regulations, Flls are permitted to subscribe taeshaf an Indian company in a public issue withmidr RBI approval, so
long as the price of the equity shares to be istsu@dt less than the price at which equity sharesissued to residents.
The maximum permissible FIl investment in the Compis restricted to 24% of its total issued capifdlis can be raised
to 100% by adoption of a special resolution by @ompany's Shareholders; however, as of date, no rmsolution has
been recommended to the shareholders of our Company

While calculating foreign equity of a company, tfaeeign holding component, if any, in the equity thie Indian
shareholder companies of a company will be dulikaeed on pro-rata basis, so as to arrive at tla fimteign holding in a
company. However, the indirect holdings of the iRlla company as on March 31 of the year would lertaor the
purposes of pro-rata reckoning of foreign holdings.

The Company’s overseas direct investments in Menture (JV) and Wholly Owned Subsidiary (WOS) aor@re being
allowed, in terms of clause (a) of sub-sectionof33ection 6 of the Foreign Exchange ManagementlAeD, (42 of 1999)
read with FEMA Notification 120/RB-2004 dated July 2004, (GSR 757 (E) dated November 19, 2004), Mireign
Exchange Management (Transfer or Issue of Any Bar8ecurity) Regulations, 2004, as amended frora tortime.

Restrictions on Conversion of Rupees into Foreign @rency

There are certain restrictions on the conversioR@bees into foreign currency. FEMA regulates taatisns involving
foreign exchange and provides that certain trafmacttannot be carried out without the generalpacil permission of
the RBI. FEMA has eased restrictions on currenbasttransactions. However, the RBI continues &re&se control over
capital account transactions (i.e., those whicbralte assets or liabilities, including contingkabilities, of persons). The
RBI has from time to time issued regulations, dawcsiand guidelines under FEMA to regulate theowesikinds of capital
account transactions, including certain aspecth®fpurchase and issuance of shares of Indian acuegparhe RBI has
permitted authorised dealers to freely allow reamities by resident individuals up to U.S. $ 200 080calendar year for
any permissible current or capital account trarigastor a combination of both. Dividends on Equ8iyares received by
foreign investors can be freely repatriated inifgmecurrency.

Restrictions on Transfers of Equity Shares into androm India and on Repatriation of Sale Proceeds

After October 4, 2004, prior FIPB and RBI approvate not required for the transfer of shares fromsident to a non-
resident and vice versa, subject to conditionsath in the RBI A.P. (Dir. Series) Circular No. Hated July 1, 2010.
Further, the sale of shares under the portfoli@stment scheme prescribed by the RBI does notresthe approval of the
RBI, provided the sale is made on a recognisekstgchange and through a registered stockbroker.

A non-resident person holding equity shares oftedi Indian company is permitted to sell them ageaognized Indian
stock exchange through a registered broker. The ma@ceeds of equity shares (net of taxes) sold pgrson resident
outside India may be remitted outside India. In ¢hse of an Fll, the sale proceeds may be crethbtétd special non-
resident Rupees account that it holds. In the cdsa non-resident Indian, if the equity shares sekte held on a
repatriation basis, the sale proceeds (net of Jaxey be credited to his non-resident rupee accouffibreign currency
account and if the equity shares sold were held oon-reparation basis, the sale proceeds mayeuiiten to his non-
resident account subject to payment of taxes. dfitior approval of the RBI has been obtained fiar $ale of equity
shares, then the sale proceeds shall be remittpérathe terms of such approval and FEMA regulatidsnder foreign
exchange regulations that are in effect in Indid for repatriation of the proceeds thereof, anyrapg granted by the
RBI for a transfer of equity shares by a non-reside India to a resident of India will require tegquity shares to be
transferred at a price based on a specified fornauid a higher price per share may not be permitegvever, if equity
shares are sold under the portfolio investmentraeh¢hen the sale proceeds may be remitted thrangtuthorised dealer
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without the approval of the RBI, provided that thquity shares are sold on a recognised stock egehthrough a
registered stock broker and a no objection/taxraleze certificate from the income-tax authoritytloe provision of an
undertaking in the prescribed format along witheatificate from an accountant has been obtaine@rdltan be no
assurance that any required approval from the RBIny other governmental agency can be obtainedngnparticular
terms or at all.

A non-resident of India or a non-resident Indiaryrganerally transfer by way of sale the equity skdreld by him to any
other non-resident of India or non-resident Indiegspectively, without the prior approval of the IR& the FIPB.
However, if the acquirer of the equity shares hasyn January 12, 2005, a venture or tie-up iraltftiough an investment
in shares or a technical collaboration, trademaypiee@ment or investment howsoever called in the sk that the
company is engaged in, then the acquirer is redqumeobtain the prior permission of the FIPB to wpg equity shares.
However, the prior permission of the FIPB would bet required even in cases where the foreign iovdss a joint
venture or technology transfer or trademark agreere the industry where the foreign investor's éstment in the
existing joint venture is less than 3%, or where ¢ixisting joint venture is defunct or sick, oriamestment is made by
venture capital funds registered with SEBI.

Moreover, the transfer of shares by an Indian esgitlo a person not resident in India does notiredhe prior approval
of the FIPB or the RBI, provided that: (1) the witiés of the investee company are under the auiomaute pursuant to
the foreign direct investment policy (“FDI Policydnd the transfer does not involve the applicatibthe Takeover Code;
(2) the non-resident shareholder complies withadahits under the FDI Policy; and (3) the priciisgin accordance with
the guidelines prescribed by SEBI and the RBI.

A non-resident of India may transfer equity shdrekl by him to a person resident in India by way dfift or sale. Any
non-resident seeking to sell equity shares on drieeostock exchanges or to sell or transfer ecgligres to a resident of
India should seek advice from Indian legal advisgssto the applicable requirements. If any appréawvakquired, we
cannot guarantee that any approval will be obtaineal timely manner or at all. Because of possildiys in obtaining
requisite approvals, investors in the Equity Shanay be prevented from realizing gains during pkviof price increases
or limiting losses during periods of price declines

lll. Other laws
0] Negotiable Instruments Act, 1881 (the “NI Act”)

The NI Act pertains to negotiable instruments lkemissory notes, bills of exchange and cheques.NIRAct, inter alia,
explains the meaning of negotiable instrumentslu@ting cheques, and the method to be adopted émsactions in
relation to the negotiable instruments. Section @Bthe NI Act deals with the dishonour of cheqémsreasons such as
insufficiency of funds and the consequences thereof

Where any cheque drawn by a person on an accountaimed by him with a banker for payment of anyoamt of money

to another person from out of that account is retdrby the bank unpaid, either because of the anwdunoney standing
to the credit of that account is insufficient tanbar the cheque or that it exceeds the amountgethto be paid from that
account by an agreement made with that bank, sacop shall be deemed to have committed an offandeshall,

without prejudice to any other provision of thistAbe punished with imprisonment for a term whichynextend to two

years, or with fine which may extend to twice tieoaint of the cheque, or with both;

Prior to initiation of any proceedings, a noticeulktbbe required to be sent by the person in whasgeur the cheque has
been given, within thirty days of the receipt ofoirmation by him from the bank regarding the retofrthe cheque as
unpaid, and proceedings may be initiated only if pgyment is made even after such notice. In thentetrat the
dishonoured cheque was issued by a company, eeesgipwho, at the time the offence was committex v charge of,
and was responsible for the conduct of the busioéfise company, as well as the company, shalldsared to be guilty
of the offence and shall be liable to be proceexgdnst and punished accordingly.

Where any offence under this Act has been commiited company and it is proved that the offencelfesesn committed
with the consent or connivance of, or is attribleab, any neglect on the part of, any directornagger, secretary or other
officer shall also be deemed to be guilty of th#fermce and shall be liable to be proceeded against punished
accordingly.

(i) Shops and Establishments legislations in variousates

The provisions of various Shops and Establishmésusslations, as applicable, regulate the condétiofi work and
employment in shops and commercial establishments generally prescribe obligations in respectimkr alia
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registration, opening and closing hours, daily amkly working hours, holidays, leave, health aafbty measures and
wages for overtime work.

(iif) Labour Laws

Our Company is required to comply with various labtaws, including the Minimum Wages Act, 1948, th@yment of
Bonus Act, 1965, the Payment of Wages Act, 1936,Rayment of Gratuity Act, 1972 and the Employd&rsivident
Funds and Miscellaneous Provisions Act, 1952.

(iv) Laws relating to Intellectual Property
The Trade Marks Act, 1999 and the Copyright Act5749nter alia, govern the law in relation to intellectual propyer
including brand names, trade names and servicesrarll research works. In addition to the above,Gbmpany is

required to comply with the provisions of the Comiga Act, 1956, the Foreign Exchange Management1®89, various
tax related legislations and other applicable gtatu
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BOARD OF DIRECTORS AND KEY MANAGERIAL PERSONNEL

The corporate governance bodies of the Company dsenpf the Board of Directors, the Audit committake
Remuneration Committee and the Shareholders arestav Grievance committee.

Board of Directors

Our Company's Articles of Association provide tkti@ minimum number of directors shall be three #red maximum

number of directors shall be twelve. Currently, @ampany has eight directors. The present compasitf the Board of
Directors and its proceedings are in accordande tvé Companies Act and the norms of the code igfazate governance
as applicable to listed companies in India.

The following table sets forth details regarding Board of Directors as at the date of this Plac¢mecument:

Name Age (Years) Designation Address
Mr. Naresh Malhotra 66 Chairman and Whole} 201, Priyanka Apartments, NS' ®oad, JVPD
Time Director Scheme Juhu, Mumbai-400056, Maharashtra,
India.
Mr. Namit Malhotra 34 Managing Director and 201, Priyanka Apartments, NS' ®Road, JVPD|
Executive Director Scheme Juhu, Mumbai-400056, Maharashtra,
India.
Mr. Kodi Raghavan 43 Independent and Non-| A2-1, Rajat Rekha, 142/6 Jai Prakash Rdad,
Srinivasan Executive Director Andheri — West, Mumbai — 400 053, India.
Mr. 50 Non-Executive Director| 3, Sheetal Sagar, Sh&sah, 64, Walkeshwar
RakeshJhunjhunwalla Road, Mumbai-400 006, India.
Mr. Rivkaran Chadha 34 Independent and Non-5, Kaushal Building, 12 Road, Juhu Scheme,
Executive Director Mumbai-400 049, India.
Mr. Chandir Gidwani 46 Non- Executive Director] 1202, Ocean View, UnkRark, opp. Hotel Palj
Hill, Khar (West), Mumbai-400054,
Maharashtra, India.
Mr. Hariharan 58 Independent and Non-| 3, Marabara, Arya Vidya Mandir Marg, JVPD
Padmanabhan Executive Director Scheme, Mumbai-400 049, Maharashtra, Ind|a.
Mr. Padmanabha 73 Independent and Non-| G 16, Salasar Nagar, Navghar Road, Bhayandar
Gopal Aiyar Executive Director (East), Thane-401105, Maharashtra, India.

All Directors of our Company are Indian nationals.
Brief biographies of the Directors of our Company
Mr. Naresh Malhotra

Mr. Naresh Malhotra is the Chairman of our CompaAyveteran in the Indian Film and Television inaysthe
commenced his career as an Associate Director antt@ler of Production with the well known directidlr. Ashit Sen,
with whom he made several, films including Khamo&far, Anokhi Raat etc. Later, he ventured irtmdpcing films on
his own and made four films including Shahenshath ®mitabh Bachchan as the lead star.

Mr. Naresh Malhotra had setup India’s first digigaldio studio named ‘Audio File'. Realizing the @atial boom in the

television industry, in 1990 he ventured into thusibess of providing services for the productiom¥fprograms and ad
films by hiring out video equipment like camera;arders, monitors, etc. to various Satellite CeénrProduction houses
and Ad filmmakers.

Mr. Namit Malhotra

Mr. Namit Malhotra is the Managing Director of oGompany. He is a ‘hands-on’ promoter, having bRiitme Focus
from a moderate one room editing studio to being ofthe largest post production and visual effsttslio in India. His
grasp and understanding of technology has ensuradthe business has successfully adapted to mpadges in
technology, and timely upgradation has mitigatedribk of technological obsolescence. He contiriadsad all decisions
of the Company on the technology front. Over thargehe has made sure that the Company has cdnsaotved by
ensuring that the various processes of backwaddf@arward integration have been implemented swsfulhg, thereby
engaging the client in the entire process of filrking. By integrating all the various technologyehdce profiles, under
one roof, he has created one of largest end teemnices company for post production and visuaat$fin the world.
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Mr. Namit Malhotra’s core strength lies in workinvgth people and understanding their requirements @oviding
suitable solutions. Mr. Namit Malhotra’s inter -rpenal skills have ensured that in an industry wtibere are no quality
training institutes and trained people are contirslybeing pulled by each new entrant in the bissinghe Company has
maintained a negligible attrition rate.

Mr. Rakesh Jhunjhunwala

Mr. Rakesh R. Jhunjhunwala is one of the well-knagnity investors in India. He belongs to a cldsiseestors who has
created wealth through careful stock selectioniepaé and conviction. Among India's successful stwes, Mr. Rakesh
Jhunjhunwala is perhaps one of the few who hasedhhis insight into successful investing with theople at large
through his articles, interviews and presentati¢tesis a Chartered Accountant and his passiontfmks compelled him
to opt for investing as a career.

Mr. Kodi Raghavan Srinivasan

Mr. Kodi Srinivasan is a Professional Director,aiChartered Accountant and a Cost Accountant, asdektensive
experience in the fields of Internal, Statutory amnagement audits, corporate laws, taxation ldimsncial
consultancy, and Costing and Management Informasienvices. He is associated with our Company ifnnantial
advisory position.

Mr. Rivkaran Chadha

Mr. Rivkaran Chadha is an MBA in finance from Céirdiniversity, England and Wales. A successful &agnized
businessman, He provides valuable inputs in fraraimgdjimplementation of financial strategies of Gampany.

Mr. Chandir Gidwani

Mr. Chandir Gidwani holds a Masters degree in Comemdrom Mumbai University and is a qualified Cleaed
Accountant. He is the founder and chairman of Q@entCapital Limited. He is also a member of varidndustry
associations e.g. FICCI, CII, etc. and is on tharbmf Rap Media Limited. Apart from financial sees businesses at
Centrum, he also runs a proprietary investing lassifocused on mid sized Indian companies.

Mr. Hariharan Padmanabhan

Mr. Hariharan Padmanabhan, graduated from IIT, Kanp 1975 and took his Post-graduate Diploma im&tgement

from 1IM, Kolkata in 1979. His professional backgra includes over twenty-seven years of experiémdadia and the

Middle East. He started his IT career with Inteior@dl Data Management (IDM) in 1979 for sales aistirithution of Data

Centre processing and in house computing in thaemesegion . He moved to Dubai in 1983, at whichet he was

Regional Manager (North) for IDM. He joined Emitdélce Hewlett Packard distributor in the UAE, to ketrand manages
the implementation of turnkey solutions to theirjonaaccounts in the U.A.E. He also started the Ormoperations of

IMTAC.

Mr. Padmanabha Gopal Aiyar

Mr. Padmanabha Gopal Aiyar is a practicing Advocidtéhe Bombay High Court for the past 30 years.hbg expertise
knowledge in Civil Law, Company Law and industrabitration matters. He is well respected in jualiaircles for
sincerity and integrity.

None of the Directors of our Company are relatedaoh other except of Mr. Naresh Malhotra and Mami Malhotra.
Mr. Namit Malhotra is son of Mr. Naresh Malhotra.

Borrowing Powers

Pursuant to a resolution passed by the sharehotdeiSeptember 28, 2007 and in accordance with giong of the
Companies Act, the Board has been authorized taWwasums of money for the purpose of the Comparoniuguch terms
and conditions and with or without security as Buard of Directors may think fit, provided that tir®ney or monies to
be borrowed together with the monies already boecbly the Company shall not, at any time exceetinaof Rs. 7,500
million.

Interest of Directors in the Company
All the Directors of our Company, excluding the €hean and the Managing Director, may be deemecetmterested to

the extent of fees, if any, payable to them foerading meetings of the Board or a committee theasofvell as to the
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extent of other remuneration and reimbursemenkpérses payable to them. Mr. Naresh Malhotra, ther@an and Mr.
Namit Malhotra, the Managing Director are interdsie the extent of remuneration paid to him fovasss rendered as an
officer or employee of the Company.

Our Directors may also be regarded as interestedeirEquity Shares, if any, held by or that maysbbscribed by and
allotted to the companies, firms and trust, in Whicey are interested as directors, members, parordrustees. Except
for Mr. Naresh Malhotra, Mr. Namit Malhotra, Mr. Ressh Jhunjhunwalla and Mr. Chandir Gidwani, no oth&ector
holds any Equity Shares in the Company.

Some of our Directors, may be deemed to be intdeki the extent of consideration received / paicmy loans or
advances provided to any body corporate includiomanies and firms, and trusts, in which they aterésted as
directors, members, partners or trustees. For Idesaie the section titletlFinancial Statements”in this Placement
Document.

Shareholding of the Directors

The following table sets forth the shareholdinggyat of the directors of our Company as on Oct@@er2010:

Sr.No. Name Number of Equity Shares# Percentage
1. Mr. Naresh Malhotra 55,25,000 43.099
2. Mr. Namit Malhotra 12,40,000* 9.67%
3. Mr. Kodi Srinivasan NIL -
4. Mr. Rakesh Jhunjhunwalla 2,50,000 1.95%
5. Mr. Rivkaran Chadha NIL -
6. Mr. Chandir Gidwani 1,920 0.02%
7. Mr. Hariharan Padmanabhan NIL -
8. Mr. Padmanabha Gopal Aiyar NIL -
TOTAL 70,16,920 54.729

# Pursuant to the resolution passed by the shaletsoin the annual general meeting held on SepteBe2010, the
Equity Shares of the Company has been subdivided 8hares of face value Rs. 10 each to sharexefviaue Re. 1
each. The record date for the subdivision was Ndyezrt, 2010.

* Our Company has issued 1,000,000 share warrarmeé of our Promoters, Mr. Namit Malhotra on Oetoh5, 2010.
These warrants can be converted into equal nunfiibecequity shares of Rs. 10 each. If Mr. Namitihdéra decides to
exercise his option to convert the share warranesquity shares, this would result in dilution bétshareholding of the
other existing shareholders. Further, the issuth®fwarrants isinter alia, to be adjusted for, subject to the Companies
Act, 1956 and SEBI guidelines, corporate actiorchsas bonus issue, rights issue, stock split, medgenerger, transfer
of undertaking, sale of a division or any such @dpmr corporate restructuring. For further infotioa relating to issue of
warrants, see section titleR&cent Developmeritén this Placement Document.

Changes in the Board of Directors in last three yea:

The changes in the Board of Directors in the laste years are as follows:

Sr. No Name of the Directors Date o Date of Cessation Reason
Appointment
1) | Mr. Somasekhar Sunderasan April 12, 2005 January 8, 2009 Resignation
2) | Mr. Chandir Gidwani January 24, 2007 - Appointmen
3) | Mr. Hariharan Padmanabhan January 24, 2007 - Appeint
4) | Mr. Padmanabha Gopal Aiyar July 3, 2009 - Appointtme

Terms of Employment of the Executive Directors of ouCompany

Mr. Naresh Malhotra was appointed as Chairman and Whole-Time Direatdhe Company, with effect from June 30,
1997 He was reappointed Chairman and Whole-Time Direfctioa period of five years with effect from Apdi| 2010 till
March 31, 2015.
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At present, Mr. Naresh Malhotra receives a annemiuneration of Rs. 3,000,000 /- (Rupees Threeaniltinly) subject to
tax deductions at source or any other tax, duli$es or charges payable in respect of the Saarper the Income Tax
Act, 1961 or any other applicable legislation iisttegard.

The appointment may be terminated either by the oy or the Chairman at any time by either partyngi 90 (ninety)
days notice in writing or salary in lieu thereof Bguidated damages. Thereafter the Chairman stwaihplete all
assignments allocated to him within the stipulag€l (ninety) day period, and shall not accept anw & fresh
assignments which require, for completion, a daratin excess of said notice period. The Chairmaall,skupon
termination of your appointment by either Partyaity manner whatsoever, return all such data, reco@cuments or any
other information received by you on behalf of twnpany, to the Company, and shall not use the sampy manner
which is detrimental to the Company’s interestse TThairman shall not disclose any confidential imfation received
directly/indirectly during the course of your appionent to any third party without prior written c@mt of the Company
in that behalf

The Chairman cannot engage himself directly orrawally, with or without remuneration, in any tradaysiness,
occupation, employment and service or carry on lausiness either in partnership with others or oarymwvn account
similar or in any way competitive with the interesif the Company, without the prior written perriaasof the Company
or accept any emoluments, salary commission or faoi@owhatsoever from any third party without tle@ppermission of
the Company.

No sitting fees shall be paid to him for attendingetings of the Board of Directors or Committees.

Mr. Namit Malhotra was appointed as Managing Director of the Compaithy effect from with effect from June 30,
1997. He was reappointed as the Managing Directoa period of five years with effect from April 2010 till March 31,
2015.

At present, Mr. Namit Malhotra receives a annuadugeration of Rs. 3,000,000 /- (Rupees Three miltinly) subject to
tax deductions at source or any other tax, dueses or charges payable in respect of the Salaper the Income Tax
Act, 1961 or any other applicable legislation irsttegard.

The appointment may be terminated either by the fizomy or the Managing Director at any time by eitbaity giving 90
(ninety) days notice in writing or salary in liebereof as liquidated damages. Thereafter the MagaBDirector shall
complete all assignments allocated to him withia stipulated 90 (ninety) day period, and shall amtept any new or
fresh assignments which require, for completiodueation in excess of said notice period. The Mamga@irector shall,
upon termination of appointment by either Partay manner whatsoever, return all such data, recad@tuments or any
other information received by you on behalf of tmnpany, to the Company, and shall not use the sampy manner
which is detrimental to the Company’s interestse Managing Director shall not disclose any conft@grinformation
received directly/indirectly during the course afuy appointment to any third party without priorittéem consent of the
Company in that behalf

The Managing Director cannot engage himself diyeatlindirectly, with or without remuneration, imgatrade, business,
occupation, employment and service or carry on lausiness either in partnership with others or oarymwvn account
similar or in any way competitive with the interesitf the Company, without the prior written perriuasof the Company
or accept any emoluments, salary commission or faoidowhatsoever from any third party without thi@ppermission of
the Company.

No sitting fees shall be paid to him for attendingetings of the Board of Directors or Committees.

Remuneration of the Directors

Mr. Namit Malhotra

Mr. Namit Malhotra has received annual remuneradibRs. 3,000,000 during the fiscal 2008, 2009 2@.ti0.

Mr. Naresh Malhotra

Mr. Naresh Malhotra has received annual remuneratidrs. 3,000,000 during the fiscal 2008, 2009 20it0.

Independent and Non-Executive Directors

Each of the independent and non-executive Diredtoesititled to a Sitting Fees of Rs. 20,000 subiet¢ax deduction at
source for each Board meeting.
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Corporate Governance

The Company has been complying with all applicalelguirements of the guidelines on corporate govermaas per
Clause 49 of the listing agreement, as amendeerezhinto with the Stock Exchanges.

Audit Committee

Our Company had through a resolution of the Boated May 27, 2005 constituted an audit committeeegsired under
Section 292A of the Companies Act. It was last nstituted in terms of Board Resolution dated Audtist 2010.The
audit committee currently comprises:

a) Mr. Rivkaran Chadha, Chairman

b) Mr. Kodi Raghavan Srinivasan, Member

¢) Mr. Namit Malhotra, Member

General Role, Functions and Powers

Powers:

Role:

Vi.

Vii.

viii.

X.

Xi.

Xi.
Xiii.

Function:

Investigating any activity within its terms of reéace.

Seeking information from any employee.

Obtaining outside legal or other professional aglvic

Securing attendance of outsiders with relevant gigee if it considers necessary.

Oversight of the company’s financial reporting psg and the disclosure of its financial information
ensure that the financial statement is correcficserit and credible.
Recommending to the Board, the appointment, rediappent and, if required, the replacement or
removal of the statutory auditor and the fixatidraodit fees.
Approval of payment to statutory auditors for arlyey services rendered by the statutory auditors.
Reviewing, with the management, the annual findrsti@ements before submission to the board for
approval, with particular reference to:

a. Matters required to be included in the DirectorssRonsibility Statement to be included in the

Board'’s report in terms of clause (2AA) of sectkitv of the Companies Act, 1956

b. Changes, if any, in accounting policies and prastiend reasons for the same

c. Major accounting entries involving estimates basedhe exercise of judgment by management
d. Significant adjustments made in the financial steets arising out of audit findings

e. Compliance with listing and other legal requirensentiating to financial statements

f. Disclosure of any related party transactions

g. Qualifications in the draft audit report.

Reviewing, with the management, the quarterly faianstatements before submission to the board for
approval

Reviewing, with the management, performance olutiay and internal auditors, and adequacy of the
internal control systems.

Reviewing the adequacy of internal audit functidrany, including the structure of the internal @ud
department, staffing and seniority of the offidi@ading the department, reporting structure coecaagl
frequency of internal audit.

Discussion with internal auditors any significaimidings and follow up there on.

Reviewing the findings of any internal investigasoby the internal auditors into matters whereeher
suspected fraud or irregularity or a failure ofimal control systems of a material nature andrtamp

the matter to the board.

Discussion with statutory auditors before the aedinmences, about the nature and scope of audit as
well as post-audit discussion to ascertain any afeancern.

To look into the reasons for substantial defauitshie payment to the depositors, debenture holders,
shareholders (in case of non payment of declanédetids) and creditors.

To review the functioning of the Whistle Blower rhanism, in case the same is existing.

Carrying out any other function as is mentionethiterms of reference of the Audit Committee.

The Audit Committee shall mandatorily review th#édwing information:

Management discussion and analysis of financiatlitimm and results of operations;
Statement of significant related party transacti¢as defined by the audit committee), submitted by
management;
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iii. Management letters / letters of internal controblreesses issued by the statutory auditors;
iv. Internal audit reports relating to internal contneaknesses

Shareholders and Investors’ Grievance Committee

The Company had through a resolution of Board ditay 27, 2005constituted a Shareholders and Investors’ Grievance
Committee. It was last reconstituted in terms o&BoResolution dated August 27, 2010. The Sharem®land Investors’
Grievance Committee currently comprises of:

a) Mr. Rivkaran Chadha, Chairman
b) Mr. Kodi Raghavan Srinivasan, Member
¢) Mr. Hariharan Padmanabhan, Member

General Functions

The Investor Grievance and Share Transfer Committe® authorized to redress shareholders and investaplaints,
transfer/transmission of shares, issue of dupli¢atensolidated share certificates, allotment asting of shares and
others.

Remuneration Committee

We have through a resolution of Board dated Apr2d02constituted a remuneration committee.
It was last reconstituted in terms of Board Resofudated August 27, 2010he remuneration committee currently
comprises:

a) Mr. Rivkaran Chadha, Chairman
b) Mr. Kodi Raghavan Srinivasan, Member
¢) Mr. Padmanabha Gopal Aiyar, Member

General Functions

The Remuneration Committee shall carry out its fimms and discharge the obligations mentioned below

1. The Remuneration Committee is authorized to reditessf shareholders and investor complaints,
transfer/transmission of shares, issue of duplitatnsolidated share certificates, allotment astihty of shares
and others.

2. The Remuneration Committee is authorized to revikev overall compensation structure and relatedciesli
aimed at attracting, motivating and retaining pensd.

3. The Remuneration Committee is authorized to segkirformation from any employees of the Company &nd
obtain independent professional advice.

Management Organisation Chart:
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Key Managerial Personnel

In addition to Mr. Naresh Malhotra, our Chairmard avir. Namit Malhotra our Managing Director our keanagerial
personnel are:

Mr. Nishant Fadia, Chief Financial Officer of the Company. He hasrbassociated with the Company for over 10 years
and heads the Finance and Accounts departmenedoimpany globally. In addition to his qualificat®oas a Chartered
Accountant, he is also a CPA registered in USAoBefoining the Company, he was working with Deé®#& Touche.

Mr. Merzin Tavaria, is the Chief Creative Officer (CCO) and Co-Foundérthe Company. Merzin is a commerce
graduate and has been associated with the Compaog #s incorporation and heads the VFX departn@nthe
Company. Merzin's entry into the world of VFX begaver 15 years ago and before joining the Compaerywas a
teaching faculty at Mumbai's premier 3D VFX andnaatiion institute.

Mr. Huzefa Lokhandwala, is the Creative Head and Co-Founder of the Compidayis a commerce graduate. He has 15
years of experience in non-linear editing and hesnbassociated with the Company since incorporatiti® award-
winning projects include the Levis Sykes Reversitdienmercial, Kesariya Balam music video for Sandéhpwta and a
film on rainwater harvesting which was amongstfthal four entries at the Green Oscars.

Mr. Prakash Kurup, is the Creative Head and Co-Founder of the Compkayis a commerce graduate. He has been
associated with the Company since its incorporasiod has 15 years of valuable experience in thertamment and
media industry. He is head of the company's boati§jdvertising division. Before co-founding the Caany, Prakash was

a renowned freelance comic illustrator.

Mr. Parminder Chaddha, is the Chief of Film Technology and Colour Sciersmed heads the Digital Film Lab
department. He is a commerce graduate and hasats ggperience in the post production and visuakesf fieldand is
associated with the Company since 2001. Beforéngithe Company, he was working with Equinox FilnodRuction. He
has handled various innovative special effectsqutsjincluding the Adidas advertisement featuriaghth Tendulkar. His
specialization is in digital film applications amehs instrumental in establishing the Digital Filmb_at Royal Palms,
Goregaon.

Mr. Bhaarath Sundar, is the Business Head - Advertising of our Compang has been associated with the Company
since January 2005. He is a commerce graduate ashaver 25 years of rich experience in the entertant industry.
Before joining the Company, he was working with Bais Studios Limited as CEO and prior thereto wittitéd Studio
Limited as CEO. He is responsible for convertinganunities into business and providing leadersimg direction to the
organisation and its team of professionals.

Mr. Rohan Desai,is the Business Head — Feature Films at the Compéerhas been associated with the Company since
2000. Mr. Rohan holds a Bachelors degree in EngimgeMr. Rohan started his career with the Compamygl today has
cumulative 10 years of experience within the medhid entertainment industry.

Shareholding of the Key Managerial Personnel in th€ompany:

The following key managerial personnel hold Eqsityres in the Company as on October 30, 2010.

Name of Key Managerial Employees No. of Equity Shares Held*
Bhaarath Sunder 5,000
Nishant Fadia 6,500
Merzin Tavaria 17,000
Huzefa Lokhandwala 10,000
Prakash Kurup 10,000
Parminder Chaddha Nil

Rohan Desai 14,516
Total 63,016

*Pursuant to the resolution passed by the sharel®limh the annual general meeting held on Septe®b®el010, the
Equity Shares of the Company has been subdividmd fhares of face value Rs. 10 each to sharesefvaue Re. 1
each. The record date for the subdivision was Ndwezr, 2010.

Bonus or Profit Sharing Plan

92



The Company has been authorized by the Sharehaddets Annual General Meeting held on September2810 to
create an employee stock option scheme directeffeo, issue and allot at any time to the bendfisuch person(s) who
are in permanent employment of the Company whewmnking in India or abroad, including any Directof the
Company, whether whole-time or otherwise, optioxareisable into not more than 10,00,000 (Ten Laglitg shares of
the Company of Rs 10 each, either directly throadhrust , under one or more Employees Stock Ofidmemes, in one
or more tranches, and on such terms and condiisnsay be fixed or determined by the Board in atmce with the
provisions of the law or guidelines issued by thlevant authority.

Interest of the Key Managerial Personnel

Except as disclosed hereinabove none of our Keyadaral Personnel have any interest in the Comgaiegpt to the
extent of remuneration and reimbursement of exmense

Changes in the Last Three years

There have been no changes in the Key Managenisb®eel in the last three (3) year
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PRINCIPAL SHAREHOLDERS

Our Company was incorporated on June 24, 1997 utigeiCompanies Act, 1956 as Prime Focus Privateitédn
Subsequently, our Company became a public limitedpany under Section 44 of the Companies Act wifibxce from
April 24, 2000 and the name of our Company was gédro Prime Focus Limited.

The registered office of our Company was originaifyiated at 2 Anand Kunj, North Avenue, Linkingd®p Santacruz
(West), Mumbai 400054, Maharashtra, India, whicls Veder shifted to Prime Focus House, Opp. Citib&irkking Road,
Khar (West), Mumbai 400052, Maharashtra, India eitiect from April 20, 2009. Subsequently, the stgjied office was
shifted to 2° Floor, Building H, Main Frame IT Park, Royal Palm$ear Aarey Colony, Goregaon (East), Mumbai
400065, Maharashtra (India) with effect from Aug8t 2010.

Shareholding Pattern

The following table sets forth the pattern of shatding of the Equity Shares (of Rs. 10 each) in Gompany as at
September 30, 2010*

Category | Category of Number Number of Number of Total shareholding as a Shares Pledged or

Shareholders of Shares shares in % of total number of otherwise Encumbered
sharehold dematerialize shares
ers d form As a % As a % of Number As a %
of (A+ (A+B+C) of Shares
B)

(A) Shareholding of
Promoter and Promoter
Group

(1) Indian

(a) Individuals/Hindu 3 6906272 6906277 53.8p 53.86 1524000 22.07
Undivided Family

(b) Central Government/State NIL NIL NIL NIL NIL NIL NIL
Government

(c) Bodies Corporate NIL NIL NIL| NIL NIL NIL NIL

(d) Financial NIL NIL NIL NIL NIL NIL NIL
institutions/Banks

(e) Any other (specify) NIL NIL NIL NIL NIL NIL NIL
Sub- Total(A)(1) 3 6906272 6906277 53.86 53.86 1524000 23.07

(2) Foreign

() Individuals( Non Resident NIL NIL NIL NIL NIL NIL NIL
Individuals/Foreign
individuals

(b) Bodies Corporate NIL NIL NIL| NIL NIL NIL NIL

(c) Institutions NIL NIL NIL NIL NIL NIL NIL

(d) Any other ( Specify) NIL NIL NIL NIL NIL NIL NIL
SubTotal(A)(2) NIL NIL NIL NIL NIL NIL NIL
Total Shareholding of 3 6906272 6906277 53.8p 53.86 1524000 22.07

Promoter and Promoter
Group (A) = (A)(1)
+HA)2)

(B) Public Shareholding

(1) Institutions

(a) Mutual Funds/UTI 1] 34707 34707 0.27 0.p7 NIL LNI

(b) Financial 1 500 500 0.00 0.0(¢ NI NIL
Institutions/Banks

(c) Central Government/State NIL NIL NIL NIL NIL NIL NIL
Government(s)

(d) Venture capital Funds NIL NIL NIL NI NIL NIL LR

(e) Insurance Companies NIL NIL NIL NIL NIL NIL NIL|

) Foreign Institutional 6 1315827 1315827 10.2p 10.26 NJL N(L
Investors

(9) Foreign Venture Capital NIL NIL NIL NIL NIL NIL NIL
investors

(h) Any other NIL NIL NIL NIL NIL NIL NIL
(specify)
Sub- Total (B)(1) 8 1351034 1351034 10.5¢ 10.54 NJL N|L

(2) Non- Institutions

(a) Bodies Corporate 298 2004298 2004298 15.63 15.63 NIL NIL

(b) Individuals
i) Individual 6076 1060164 1059992 8.7 8.27 NIJL NJL

Shareholders holding
nominal share capital
upto Rs 1 lakh
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Category | Category of Number Number of Number of Total shareholding as a Shares Pledged or
Shareholders of Shares shares in % of total number of otherwise Encumbered
sharehold dematerialize shares
ers d form As a % Asa % of | Number As a %
of (A+ (A+B+C) of Shares
B)
ii) Individual 16 1235540 123554 9.64 9.64 N|L NIL
Shareholders holding
nominal share Capital in
excess of Rs 1 lakh
(c) Any other ( specify)
i) Clearing Member 308§ 184233 184233 1.44 1|44 INIL NIL
i) NRI 138 81047 81047 0.63 0.683 NIL NIL
iif) Overseas Bodies NIL NIL NIL NIL NIL NIL NIL
Corporate
Sub Total (B) (2) 6836 4565282 4565110 35.60 35.60 NIL NiL
Total Pubic 6844 5916316 5916144 46.14 46.14 NIL NJIL
shareholding (B) =
(BYD)+(B)(2)
TOTAL (A) +(B) 6847 12822588 12822416 100.00 10000 1524000 1/1.89
(c) Shares held by NIL NIL NIL NIL NIL NIL NIL
Custodians and against
which Depository
Receipts have been
issued
GRAND TOTAL 6847 12822588 12822416 100.00 100J00 1524p00 11.89
(A) +(B) +(C)

*Pursuant to the resolution passed by the shareisoidethe annual general meeting held on Septer8de2010, the
Equity Shares of the Company has been subdividad ghares of face value Rs. 10 each to sharesefvaue Re. 1
each. The record date for the subdivision is Nowamib 2010.

Statement showing shareholding of persons belorngitige category “Promoter and Promoter Group”

Sr Name of the Number of Shares as a % of total Shares pledged or otherwise encumbered
No | Shareholders shares number of shares
) (1 (i (Iv) Number As a % As a % of total
V) (Vh=(W)/(111)*100) number of shares
(Vi)
1 Naresh Malhotra 55,25,000 43.09 15,24,000 27). 58 11.89
2 Namit Malhotra 12,40,000 9.67 NIL NIL NIL
3 Neeta Malhotra 1,41,27p 1.10 NIL NIL NIL
Total 69,06,272 53.86 15,24,000 22.07 1189
Statement showing shareholding of persons belongiripe category “ public” and holding more than d¥the total
number of shares.
Sr No Name of the Shareholders Number of shares Stes as a %of total number
of shares

1. Jhunjhunwala Rekha Rakesh 632500 4.93
2. Top Class Education Facilities & Services Prilateited 613175 4,78
3. Top Class Education Facilities & Services Prilateited 590000 4.6Q
4, India Investment Partners Limited A/C ICGQ LIMIDE 491971 3.84
5. Morgan Stanley Mauritus Company Limited 325000 532.
6. The Royal Bank of Scotland N.V., (London) Branch oerL 2.11
7. Jhunjhunwala Rakesh Radheshyam 250000 1.95
8. Alchemy India Long Term Fund Limited 200000 1.56

Total 3373317 26.31
Statement showing details of Locked in shares:
SrNo | Name of the Shareholders *Category of Sharelaers | Number of Shares as a % of total number of

(Promoters/Public) Shares shares

1. Namit Malhotra Promoters 1240000 9.67
2. Suresh Productions Private Limited Public 500 0.20

Total 1265000 9.87

95



(1) (a) Statement showing details of Depositoryc&ipts - NIL

(1) (b) statement showing holding of DepositorycRipts ,where underlying shares are in excess obflite total number
of shares - NIL

Notes:

Pursuant to the Board approval dated August 270 20l shareholders’ approval dated September 3@, 20e Company
has allotted 1,000,000* warrants convertible intuiy Shares on October 15, 2010 to Mr. Namit Makioa member of
the Promoters and Promoter Group carrying an opéntittement to subscribe to equivalent numbeEgdity Shares on a
future date not exceeding 18 months from the datdlotment of such warrants. Each warrant shaltbevertible into

one equity share of nominal value of Rs. 10/- egtch price not less than the minimum price deteechiim accordance
with the provision of Chapter VII of SEBI (ICDR) Belations. The Company has received from Namit Maty) a sum

equivalent to 25% of the price of the Equity Sharbe issued in surrender/ exchange of each of wactant. Each of the
said warrant shall carry a right, entiting NamitMotra or any other registered owner in the ewrich warrants are
transferred, to apply for at his/ her option, ardksallotment of one equity share upon surrendésrghanging of such
warrant to the Company along with the balance 75%eissue price of the Equity Share.

Further, the issue of the warrants is, inter atidhe adjusted for, subject to the Companies A&56land SEBI guidelines,
corporate actions such as bonus issue, rights,istaek split, merger, demerger, transfer of uradényg, sale of a division
or any such capital or corporate restructuring.
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ISSUE PROCEDURE

Below is a summary intended to present a generidihewof the procedure relating to the applicatiggayment, Allocation

and Allotment of the Equity Shares. The procedoifeviied in the Issue may differ from the one mawtibbelow and the

investors are assumed to have appraised themsafthe same from our Company or the Book Runnésirivestors are

advised to inform themselves of any restrictionBroitations that may be applicable to them. Pleals® see the sections
titled “ Selling Restrictionsand “ Transfer Restriction$ respectively of this Placement Document for fertdetails.

Summary of ICDR for Qualified Institutional Placements

The Issue is being made to QIBs in reliance upoap@r VIl of the SEBI (ICDR) Regulations througtetmechanism of
a QIP. Under SEBI (ICDR) Regulations, a listed campin India may issue “eligible securities” asidefl in the SEBI
(ICDR) Regulations to include equity shares, nonvestible debt instruments along with warrants amahvertible
securities other than warrants, provided that:

(i) equity shares of the same class, which are propmskd allotted through qualified institutions patent have been
listed on a recognised stock exchange that hasmuiide trading terminals for a period of at leasé year as on the
date of issuance of notice to its shareholdersdorvening the meeting; and

(ii) it complies with the minimum public shareholdingqu&ements set out in the listing agreement with #tock
exchange referred to above.

(i) a special resolution approving the qualified ingiins placement has been passed by its
shareholders.

Additionally, there is a minimum pricing requirentemder the SEBI (ICDR) Regulations. The issuegné the equity
shares shall not be less than the average of thklykigh and low of the closing prices of the tethequity shares of the
same class quoted on the stock exchange duringvthereeks preceding the relevant date.

The “relevant date” referred to above means the dathe meeting in which the board of directorshe committee of
directors duly authorized by the board of the comypadecides to open the Issue. The “stock exchangsins any of the
recognized stock exchanges in which the equityeshaf the same class of the Issuer are listed ramchich the highest
trading volume in such shares has been recordeagdine two weeks immediately preceding the relédarne.

The equity shares must be allotted within 12 moffithis) the date of the shareholders resolution appgothe QIP. The
equity shares issued pursuant to a QIP must bedssn the basis of a placement document that sbathin all material
information including the information specified Bchedule XVIII of the SEBI (ICDR) Regulations. Tipdgacement
document is a private document provided to less Btainvestors through serially numbered copiesiamdquired to be
placed on the website of the concerned stock exghamd of the issuer with a disclaimer to the effeat it is in

connection with an issue to QIBs and no offer im¢penade to the public or to any other categorineéstors. A copy of
the placement document is required to be filed with SEBI for record purposes within 30 days of alletment of the
securities.

The aggregate of the proposed QIP and all prev@®s made in the same financial year shall notexdive times the
net worth of the issuer as per the audited balaheet of the previous financial year. The issuali $trnish a copy of the
placement document to each stock exchange on viBielquity shares are listed.

Securities Allotted to a QIB pursuant to a QIP khat be sold for a period of one year from theedait Allotment except
on a recognized stock exchange in India.

Our Company has received the in-principle apprdwaim the Stock Exchanges under Clause 24(a) oflLikng
Agreements.

Issue Procedure

*  Our Company and the Book Runners shall identify@iBs and circulate serially numbered copies ofRtecement
Document and the Application Form, either in elecic form or physical form, to not more than 49 QIB

e The list of QIBs to whom the Application Form islidered shall be determined by the Book Runnersonsultation
with our CompanyUnless a serially numbered Preliminary Placement Desument along with the Application
Form is addressed to a particular QIB, no invitation to subscribe shall be deemed to have been madestach
QIB. Even if such documentation were to come into th&spssion of any person other than the intendegieetj no
offer or invitation to offer shall be deemed to 6dbeen made to such person.

e QIBs may submit an Application Form, including amyisions thereof, during the Bidding Period to Baok Runner.
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QIBs will be required to indicate the following the Application Form:
a. Name of the QIB to whom Equity Shares are télhsted;
b. Number of Equity Shares Bid for;
c. Price at which they offer to subscribe for tiguey Shares, provided that QIBs may also indith# they are
agreeable to submit an Application Form at “Cutfefice”; and
d. The details of the dematerialized account(syhih the Equity Shares should be credited.

Note Each sub-account of an FIl will be consideredmasndividual QIB and separate Application Formauldo
be required from each such sub-account for submittApplication Form(s). Applications by various
schemes/funds of a mutual fund will be treatedrasapplication from the Mutual Fund. Flls or Sulseamts of
Flls are required to indicate the SEBI Fll/Sub-agtaegistration number in application form.

Once a duly filled Application Form is submitted &QIB, such Application Form constitutes an irreafole offer and
cannot be withdrawn after the Bid Closing Date. Bi¢ Closing Date shall be notified to the StockcEanges and
the QIBs shall be deemed to have been given nofisach date after the receipt of the Applicatiamrf.

Upon the receipt of the Application Form, our Compahall determine the Issue Price and the numbé&qaity

Shares to be issued in consultation with the BookriRrs. On determination of the Issue Price andiiBs to whom
Allocation shall be made, the Book Runners will¢ine Confirmation Allocation Note (“CAN”) to theBs who

have been Allocated the Equity Shares. The dispatdhe CAN shall be deemed a valid, binding amdviocable
contract for the QIBs to pay the entire Issue Pfareall the Equity Shares Allocated to such QIBieTCAN shall
contain details such as the number of Equity Shatesated to the QIB and payment instructions ulthg the
details of the amounts payable by the QIB for Atlent of the Equity Shares in its name and the Rapdte as
applicable to the respective QIB. Pursuant to k@aegia CAN, each QIB shall be required to makeghgment of the
entire application monies for the Equity Sharesdatéd in the CAN at the Issue Price or througlktedmic transfer to
the designated bank account by the Pay-In Dataefsggbmn the CAN. Upon receipt of the applicatioronies from the
QIBs, our Company shall allot as per the detaith&éCAN to the QIBs. Our Company shall not allquiy Shares to
more than 49 QIBs. The Company will intimate to St®ck Exchanges the details of the Allotment applyafor

approvals for listing on the Stock Exchanges pigacrediting the equity shares into the DP accofitihe QIBs.

After receipt of the listing approval of the Stoekchanges, our Company shall credit the Equity &harto the DP
accounts of the respective QIBs.

The Company shall then apply for the trading pesiois from the Stock Exchanges.

The Equity Shares that have been credited to thead@Bunts of the QIBs shall be eligible for tradomgthe Stock
Exchanges only upon the receipt of final tradingd Bsting approvals from the Stock Exchanges.

Upon intimation of final trading and listing appedvrom the Stock Exchanges, our Company shallrinfthe QIBs
who have received an Allotment of the receipt afsapproval.

The Company and the Book Runners shall not be nsdiple for any delay or non-receipt of the commatian of the
final trading and listing permissions from the $¥dexchanges or any loss arising from such delaypar-receipt.
Final listing and trading approvals granted by $teck Exchanges are also placed on the respectisites of the
Stock Exchanges. QIBs are advised to appraise #leessof the status of the receipt of the permissifsom the
Stock Exchanges or the Company.

Qualified Institutional Buyers: Only QIBs as defined in clause 2 (1) (zd) of theBEHCDR) Regulations are
eligible to invest. Currently these include:

- Public financial institutions as defined in sectéh of the Companies Act;

- Scheduled commercial banks;

- Mutual funds/Venture capital fund/ Foreign ventoegpital investors registered with SEBI;

- Foreign institutional investors and sub-accounisteged with SEBI, other than a sub-account whila i

foreign corporate or foreign individual;

- Multilateral and bilateral development financiastitutions;

- State industrial development corporations;

- Insurance companies registered with Insurance Remgyland Development Authority;

- Provident Funds with minimum corpus of Rs.250 rmwili

- Pension Funds with minimum corpus of Rs.250 milliamd
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- National Investment Fund set up by resolution noNé&. 2/3/2005-DDII dated November 23, 2005 of the
Gol published in the Gazette of India.

- Insurance funds set up and managed by army, navy amr force of the Union of
India

Flls are permitted to participate through the portfolio investment scheme in this Issue. Flls are peritted to
participate in the QIP subject to compliance with & applicable laws and such that the shareholdingfahe Flls does
not exceed specified limits as prescribed under afipable laws in this regard.

The issue of Equity Shares to a single Fll shallexceed 10% of the post-Issue, issued capitdleofompany. In respect
of an FllI investing in the Equity Shares on belwdlits sub-accounts, the investment on behalf cheaub-account shall
not exceed 10% of the total issued capital of tbex@any or 5% of the total issued capital of the @any in case such
sub-account is a foreign corporate or an individual

Under the current foreign investment policy apflieato the Company, Fll holding in the Company adrexceed 24% of
the total issued capital of the Company. No Allotitnghall be made pursuant to the Issue, eithecttiirer indirectly, to
any QIB being our Promoter or any person relatedutoPromoter(s). QIBs which have all or any of tbéowing rights
shall be deemed to be persons related to Prompter(s

a) rights under a shareholders agreement or vetjngement entered into with our promoters or persetated to our
promoters;

b) veto rights; or

¢) right to appoint any nominee director on the igloa

Provided that a QIB which does not hold any shawebie Company and which has acquired the aforesgiids in the
capacity of a lender shall not be deemed to beeekm the Promoters.

The Company and the Book Runners are not liable foany amendment or modification or change to applidale

laws or regulations, which may occur after the datef the Preliminary Placement Document. QIBs are adsed to
make their independent investigations and satisfyhemselves that they are eligible to apply. QIBs aradvised to
ensure that any single application from them doesat exceed the investment limits or maximum number foEquity

Shares that can be held by them under applicable V& or regulation or as specified in this Placement &cument.
Further, QIBs are required to satisfy themselves tht their Application Forms would not eventually resilt in

triggering a tender offer under the Takeover CodeA minimum of 10% of the Equity Shares in this Issueshall be
Allotted to Mutual Funds. If no Mutual Fund is agreeable to take up the minimum portion as specifiedt@ove, such
minimum portion or part thereof may be Allotted to other QIBs.

Note: Affiliates or associates of the Book Runners wh® @tBs may participate in the Issue in compliandé applicable
laws.

Application Process

Application Form

QIBs shall only use the serially numbered Applicat-Forms supplied by the Book Runners in eithestedeic form or by
physical delivery for the purpose of making a Bidcluding revision of Bid) in terms of the Prelinaity Placement
Document and the Placement Document. By makingda (Bicluding the revision thereof) for Equity Sharéhrough

Application Forms, the QIB will be deemed to havedm the following representations and warrantied tre

representations, warranties and agreements madsr timel sections titledNotice to Investor§ “ Representations by
Investors “ Selling Restriction$ and ‘Transfer Restriction of this Placement Document:

1. The QIB confirms that it is a QIB in terms olaGbe 2 (1) (zd) of the ICDR and is eligible to jggpate in this Issue;

2. The QIB confirms that it is not a promoter asdot a person related to the Promoters, eithectljror indirectly and
its Application Form does not directly or indirgctepresent the Promoter or promoter group of the@any;

3. The QIB confirms that it has no rights underhareholder's agreement or voting agreement withRi@moters or
persons related to the Promoters, no veto rightsgbt to appoint any nominee director on the Boafdhe Company
other than those acquired in the capacity of ademdhich shall not be deemed to be a person retatdte Promoters;

4. The QIB has no right to withdraw its applicatmiter the Bid Closing Date;
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5. The QIB confirms that if Equity Shares are Alat through this Issue, it shall not, for a permfdone year from
Allotment, sell such Equity Shares otherwise thahe Stock Exchanges;

6. The QIB confirms that the QIB is eligible to &pjpnd hold Equity Shares so Allotted and togethig¢h any Equity
Shares held by the QIB prior to the Issue. The @ifther confirms that the holding of the QIB, doex and shall not,
exceed the level permissible as per any regulaappticable to the QIB;

7. The QIB confirms that the Application Form wouldt eventually result in triggering a tender offeder the Takeover
Code;

8. The QIB confirms that to the best of its knovgedand belief together with other QIBs in the Istha belong to the
same group or are under common control, the Allotme the QIB shall not exceed 50% of the Issuee.Sizor the
purposes of this statement:

a. The expression “belongs to the same group” slelive meaning from the concept of “companies urnide
same group” as provided in sub-section (11) ofiBe@&72 of the Companies Act;

b. “Control” shall have the same meaning as iggassl to it by clause | of Regulation 2 of the TaleaCode.

9. The QIBs shall not undertake any trade in thaitgdShares credited to its Depository Participactount until such
time that the final listing and trading approvails the Equity Shares are issued by the Stock Exggdwan

QIBS WOULD NEED TO PROVIDE THEIR DEPOSITORY ACCOUNT DETAILS, THEIR DEPOSITORY
PARTICIPANT'S NAME, DEPOSITORY PARTICIPANT IDENTIFI CATION NUMBER AND BENEFICIARY
ACCOUNT NUMBER IN THE APPLICATION FORM. QIBS MUST E NSURE THAT THE NAME GIVEN IN
THE APPLICATION FORM IS EXACTLY THE SAME AS THE NAM E IN WHICH THE DEPOSITORY
ACCOUNT IS HELD.

Demographic details such as address and bank acedlirbe obtained from the Depositories as per Bepository
Participant account details given above. The susionisof an Application Form by the QIBs shall beeshed a valid,
binding and irrevocable offer for the QIB to pag thntire Issue Price for its share of Allotmentifacated by the CAN)
and becomes a binding contract on the QIB, uparaizs of the CAN by the Company in favour of th8 QI

Submission of Application Form
All Application Forms must be duly completed witiffarmation including the name of the QIB, the préaal the number

of Equity Shares applied. The Application Form kbal submitted to the Book Runners either througltenic form or
through physical delivery at the following address:

Name Intensive Fiscal Services Private Limited | Centrum Capital Limited
Address 131, "C" Wing, 13th Floor, Centrum House,
Mittal Tower, Nariman Point, Vidya Nagari Marg, CST Road,
Mumbai 400021 Kalina, Santacruz (East),
Mumbai 400 098
Contact Person Brijesh Parekh / Rishabh Jain Maulik Sanghavi / Adeep Sidhu
Email brijesh@intensivefiscal.com project.blue@centruninco

The Book Runners shall not be required to provigewritten acknowledgement of the same.

Pricing and Allocation

Build up of the book

The QIBs shall submit their Bids (including the iggon of bids) within the Bidding Period to the BoBunners.
Price discovery and allocation

The Company, in consultation with the Book Runiséiall determine the Issue Price for the Equity 8havhich shall be
at or above the Floor Price.

Method of Allocation
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The Company shall determine the Allocation in cdiagion with the Book Runners on a discretionangibaand in
compliance with Chapter VIII of the SEBI (ICDR) Réations. Application Forms received from the QHEor above the
Issue Price shall be grouped together to deterthi@g¢otal demand. The Allocation to all such QIBH e made at the
Issue Price. Allocation to Mutual Funds for up tmamimum of 10% of the Issue Size shall be undenasubject to valid
Bids being received at or above the Issue Price.

THE DECISION OF THE ISSUER AND THE BOOK RUNNERS IN RESPECT OF ALLOCATION SHALL BE
BINDING ON ALL QIBS. QIBS MAY NOTE THAT ALLOCATION OF EQUITY SHARES IS AT THE SOLE
AND ABSOLUTE DISCRETION OF THE ISSUER AND QIBS MAY NOT RECEIVE ANY ALLOCATION
EVEN IF THEY HAVE SUBMITTED VALID APPLICATION FORMS AT OR ABOVE THE ISSUE PRICE.
NEITHER THE ISSUER NOR THE BOOK RUNNERS ARE OBLIGED TO ASSIGN ANY REASONS FOR
SUCH NON-ALLOCATION.

All Application Forms duly completed along with pagnt and a copy of the PAN card or PAN Allotmenttéeshall be
submitted to the Book Runners as per the detaiigiged in the respective CAN.

Number of Allottees

The minimum number of Allottees in the Issue shali be less than:
() two, where the issue size is less than or equabkt@®500 million; or
(b) five, where the issue size is greater than Rs. 2&i0ion.

Providedthat no single Allottee shall be Allotted more tha®% of the aggregate amount of the Issue SizevidRrd
further that QIBs belonging to the same group a@s¢hwho are under common control shall be deemédst ta single
Allottee for the purpose of this clause. For dstafl what constitutes “same group” or “common colfitsee -Application

Process - Application Formof this Placement Document

The maximum number of Allottees of Equity Shares sl not be greater than 49.

Further the Equity Shares will be Allotted withi2 Inonths from the date of the shareholders resoiwpproving the
Issue.

CAN

Based on the Application Forms received, the Command the Book Runner, in their sole and absoligeretion, will
decide the list of QIBs to whom the serially nundzeICAN shall be sent, pursuant to which the detH#ilthe Equity
Shares allocated to them and the details of theuatagpayable for Allotment of such Equity Sharegheir respective
names shall be notified to such QIBs. Additionatlye CAN will include details of the bank accouptfsr transfer of
funds if done electronically, address where theliegipon money needs to be sent, Pay-In Date atagethe probable
designated date (“Designated Date”), being the diateedit of the Equity Shares to the QIBs’ acdpais applicable to the
respective QIBs. The eligible QIBs would also betseserially numbered Placement Document eithetdntronic form
or by physical delivery alongwith the serially nueneéd CAN. The dispatch of the serially numbereat&tzgent Document
and the CAN by the QIB shall be deemed a validdinig and irrevocable contract for the QIB to fumal details that
may be required by the Book Runners and to pagiiee Issue Price for all the Equity Shares Altedato such QIB.

Company Account for Payment of Application Money

The Company has opened a special bank account'Bberow Bank Account) with Yes Bank Limited (Escrow
Bank”) in terms of the arrangement between the CompBogk Runners and the Yes Bank Limited (actingragsscrow
bank). The QIB will be required to deposit the en@amount payable for the Equity Shares allocateid by the Pay-In
Date as mentioned in the respective CAN. If thenpanyt is not made favouring the Escrow Bank Accauitttin the time
stipulated in the CAN, the Application Form and ©&N of the QIB are liable to be cancelled. In caéeancellations or
default by the QIBs, the Company and the Book Rtsmhave the right to re-allocate the Equity Shatethe Issue Price
among existing or new QIBs at their sole and alteotliscretion, subject to the compliance with tequirement of
ensuring that the Application Forms are sent tomote than 49 QIBs.

Payment Instructions

The payment of application money shall be madehbyQIBs in the name of “Prime Focus - QIP EscrowdAmt” as per
the payment instructions provided in the CAN.

QIBs may make payment only through electronic ftradsfer.
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Designated Date and Allotment of Equity Shares

1. The Equity Shares will not be Allotted unless thBpay the Issue Price to the Prime Focus- QIRdusc
Account as stated above.

2. In accordance with the SEBI (ICDR) Regulations, iBg8hares will be issued and Allotment shall bedma
only in the dematerialized form to the Allotteedloftees will have the option to re-materialize tBquity
Shares, if they so desire, as per the provisiotlseoCompanies Act and the Depositories Act.

3. The Issuer, at its sole discretion, reserves tijlet io cancel the Issue at any time up to Allotmsithout
assigning any reasons whatsoever.

4. Post receipt of the in-principle listing approvafsthe Stock Exchanges, the Company shall crediGtuity
Shares into the Depository Participant accounte@QIBs.

5. Post Allotment and credit of Equity Shares into @18s Depository Participant account, the Companyla/
apply for final trading approvals from the StockcBanges.

6. In the unlikely event of any delay in the Allotment credit of Equity Shares, or receipt of tradordisting
approvals or cancellation of the Issue, no intevegtenalty would be payable by the Company.

7. The Escrow Bank shall not release the monies Iyonipe credit of the Prime Focus-QIP Escrow Accdont
us, until such time as we deliver to the Escrow Bdocumentation regarding the approval of the Stock
Exchanges, for the listing and trading of the BgGihares.

After finalization of the Issue Price, the Compdmad updated the Preliminary Placement Document tvéHssue details
and shall file this Placement Document with thecBtBxchanges.

Submission to SEBI

The Company shall submit the Placement Docume8EtI within 30 days of the date of Allotment focoed purposes.
Other Instructions

Permanent Account Number or PAN

Each QIB should mention its Permanent Account NunjBAN) allotted under the I.T. Acthe copy of the PAN card
or PAN allotment letter is required to be submittedwith the Application Form. Applications without this information
will be considered incomplete and are liable tadjected. It is to be specifically noted that apgtits should not submit
the GIR number instead of the PAN as the Applicatiorm is liable to be rejected on this ground.

Our Right to Reject Applications

The Company, in consultation with the Book Runnetay reject Bids, in part or in full, without assigg any reasons
whatsoever. The decision of the Company and thekBRunners in relation to the rejection of Bids shwd final and
binding.

Equity Shares in dematerialised form with NSDL oDSL

The Allotment of the Equity Shares in this Issualshe only in dematerialized form (i.e., not iretform of physical
certificates but be fungible and be representethéytatement issued through the electronic mode).

1. A QIB applying for Equity Shares must have at leas beneficiary account with a Depository Partioipofeither
NSDL or CDSL prior to making the Bid.

2. Allotment to a successful QIB will be credited ifearonic form directly to the beneficiary accoumtith the
Depository Participant) of the QIB.

3. Equity shares in electronic form can be traded anlthe stock exchanges having electronic conrigctivith NSDL
and CDSL. The Stock Exchanges have electronic atiwitg with CDSL and NSDL.
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The trading of the Equity Shares would be in densteed form only for all QIBs in the demat segrharf the
respective Stock Exchanges.

The Company will not be responsible or liable foe tdelay in the credit of Equity Shares due to reria the
Application Form or on part of the QIBs.
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PLACEMENT
Brief about the Placement Agreement

The Book Runners have entered into the Placemergefgent with our Compar{yPlacement Agreement”), pursuant to
which the Book Runners have agreed to place, osoredle best efforts basis, up to such number ofCmmpany’s

equity shares, the aggregate subscription amouwhafh shall be up to Rs. 729.80 million to QIBsyguant to Chapter
VIII of the SEBI (ICDR) Regulations, and outside tnited States, in reliance on Regulation S utiteSecurities Act.

The Placement Agreement contains customary regassrs and warranties, as well as indemnities foam Company

and is subject to termination in accordance withtdrms contained therein. An application shalifaele to list the Equity
Shares Allotted pursuant to the Issue and admih tteetrading on the Stock Exchanges. No assuraacde given as to
the liquidity or sustainability of the trading matkfor the Equity Shares, the ability of holderdted Equity Shares to sell
their Equity Shares or the price at which holddrhe Equity Shares will be able to sell their EywBhares.

This Placement Document has not been, and wilbaotegistered as a prospectus with the Registr@ompanies and,
no Equity Shares will be offered in India or ovaséo the public or any members of the public oidror any other class
of investors, other than QIBs.

In connection with the Issue, the Book Runnersit®respective affiliates) may, for their own acotay enter into asset
swaps, credit derivatives or other derivative teations relating to the Equity Shares at the same &s the offer and sale
of the Equity Shares, or in secondary market tretitsas. As a result of such transactions, the BRakners may hold

long or short positions in such Equity Shares. €heansactions may comprise a substantial portfidheoIssue and no

specific disclosure will be made of such positioifiliates of the Book Runners may purchase theiggShares and be
allocated the Equity Shares for proprietary purpasgd not with a view to distribution or in connentwith the issuance

of P-Notes. Please see the section titl@éfshore Derivative Instrumentsof this Placement Document.

Brief about the Lock-up

The Company, the Promoters and members of the Reor@ooup, have contractually agreed to certaik-lge restrictions
as set below:

Under the Placement Agreement executed with thekBtwnners, our Company has undertaken that it matl for a

period of 90 days from the date of the Final PlagetmDocument, without the prior written consenttlid Placement
Agent, (A) directly or indirectly, issue, offer,nd, pledge, sell, contract to sell or issue, seyl aption or contract to
purchase, purchase any option or contract to gedht any option, right or warrant to purchase theowise transfer or
dispose of any Equity Shares or any securities editle into or exercisable or exchangeable forifygshares or publicly
announce an intention with respect to any of thedoing, (B) enter into any swap or any other ages@ or any

transaction that transfers, in whole or in panteclly or indirectly, any of the economic conseqresnof ownership of the
Shares or any securities convertible into or esale or exchangeable for Equity Shares or publcipounce an
intention to enter into any such transaction, weetny such swap or transaction described in cl@Aiser (B) hereof is to

be settled by delivery of Equity Shares or sucleogecurities, in cash or otherwise, or (C) depBgitity Shares or any
securities convertible into or exercisable or excjemble for Equity Shares or which carry the righsubscribe for or
purchase Equity Shares in depositary receipt faslior enter into any transaction (including ansaction involving

derivatives) having an economic effect similar lhattof a sale or a deposit of Equity Shares in deyositary receipt
facility, or publicly announce any intention to eninto any transaction.

The foregoing sentence shall not apply to: () @syance or transfer of Equity Shares by the Compamny employee
of the Company or its Subsidiaries as a resultuchsemployee exercising its employee stock optgsued under an
existing employee stock option plan and disclosetthé Placement Document, (II) any grant by the @amy of an option,
right or warrant to purchase or acquire Equity 88an the Company to the employees of the Compaitg Subsidiaries
as part of any employee stock option plan in eristeas of the date of the Preliminary Placemenubwnt and disclosed
in the Placement Document, (Ill) any issuance,, sed@sfer or disposition of Equity Shares by trempany to the extent
such issuance, sale, transfer or disposition isired by Indian law and (IV) any issue of shareslamthe subsisting
obligations for conversion of Warrants issued iy @ompany.

In addition, certain members of our Promoters amf®ter Group, aggregating approximately 53.86%hefshare capital
of our Company as on September 30, 2010, have cgritle the Book Runners that during the period c@naing on the
date hereof and ending 90 days after the datdaifrent of equity shares under the Offering agreso, (a) directly or
indirectly, offer, lend, pledge, sell, contracts@ll, sell any option or contract to purchase, pase any option or contract
to sell, grant any option, right or warrant to phase, or otherwise transfer or dispose of, any tdbhares or any
securities convertible into or exercisable for Eguhares (including, without limitation, securgieonvertible into or
exercisable or exchangeable for Equity Shares wimai be deemed to be beneficially owned by the rangiged), or file
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any registration statement under the U.S. Secsirhigt of 1933, as amended, with respect to anynefforegoing or (b)

enter into any swap or other agreement or any dius that transfers, in whole or in part, dirgait indirectly, any of

the economic consequences associated with the shipesf any of the Equity Shares or any securiti@svertible into or

exercisable or exchangeable for Equity Shares i(dégss of whether any of the transactions describeduse (a) or (b)

is to be settled by the delivery of Equity Sharesuxh other securities, in cash or otherwisefcpdeposit Equity Shares
with any other depositary in connection with a d@f@oy receipt facility or enter into any transadati(including a

transaction involving derivatives) having an ecoimgffect similar to that of a sale or deposit Bfjuity Shares in any
depositary receipt facility or publicly announceyantention to enter into any transaction fallinghin (a) to (c) above;

provided, however, that the foregoing restrictidiosnot apply to any sale, transfer or dispositibEquity Shares by the
undersigned to the extent such sale, transferspodition is required by Indian law.
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SELLING RESTRICTIONS

The distribution of this Placement Document and dffer, sale or delivery of the Equity Shares istieted by law in
certain jurisdictions Persons who come into possession of this PlaceB@rument are advised to take legal advice with
regard to any restrictions that may be applicaldehliem and to observe such restrictions. This RPleeag Document may
not be used for the purpose of an offer or salariy circumstances in which such offer or sale is anthorized or
permitted.

General

No action has been or will be taken in any juridit that would permit a public offering of the EyuShares or the
possession, circulation or distribution of thisd@ment Document or any other material relatingstouthe Equity Shares
in any jurisdiction where action for the purposeédguired. Accordingly, the Equity Shares may netdffered or sold,
directly or indirectly and neither this PlacemermdDdment nor any other offering material or advertients in connection
with the Equity Shares may be distributed or pliglds in or from any country or jurisdiction excepider circumstances
that will result in compliance with any applicalsldes and regulations of any such country or jucisoh. The Issue will
be made in compliance with the applicable SEBI Ra@ns. Each subscriber of the Equity Shares elisue will be
required to make, or to be deemed to have madap@gable, the acknowledgments and agreementssasided under
“Transfer Restrictions.

European Economic Area

In relation to each Member State of the EuropeamBmic Area which has implemented the Prospectuscive (each, a
“Relevant Member Staté), an offer of the Equity Shares to the public met be made in that Relevant Member State
prior to the publication of a prospectus in relatim the Equity Shares which has been approvedhbycbmpetent
authority in that Relevant Member State or, whemerapriate, approved in another Relevant MembeteStad notified to
the competent authority in that Relevant MembeteStall in accordance with the Prospectus Directesecept that an
offer of Equity Shares to the public in that Relevisiember State at any time may be made:

(@ to legal entities which are authorized or tetpd to operate in the financial markets or, if so authorized or
regulated, whose corporate purpose is solely teshiv securities;

(b) to any legal entity which has two or more df &n average of at least 250 employees durindastefinancial
year; (2) a total balance sheet of more than E3;600,000 and (3) an annual net turnover of moaa tBuro
50,000,000, as shown in its last annual or conatditl accounts; or

(c) in any other circumstances which do not regjtlie publication by us of a prospectus pursuadrticle 3 of the
Prospectus Directive.

Provided that no such offer of Equity Shares sresllt in the requirement for the publication by @ompany or the
Placement Agent of a prospectus pursuant to Arliaié the Prospectus Directive.

For the purposes of this provision, the expressiorioffer of Equity Shares to the publi¢ in relation to any Equity
Shares in any Relevant Member State means the coioation in any form and by any means of sufficigribrmation
on the terms of the offer and the Equity Shardsetoffered so as to enable an investor to decigitchase or subscribe
the Equity Shares, as the same may be varied irviamber State by any measure implementing thepatgs Directive
in that Member State and the expressiBnoSpectus Directivé means Directive 2003/71/EC and includes any ahev
implementing measure in each Relevant Member State.

Hong Kong

The Equity Shares may only be offered or sold imgd&ong (i) to 'professional investors' as defimedhe Securities
Future Options (“SFO”) and any rules made underSR®©, or (ii) in other circumstances which do nesuit in the
document being a 'prospectus’ as defined in thep@aias Ordinance (Cap. 32) or which do not cortstitun offer to the
public within the meaning of that Ordinance; and Blacement Agent has not issued, or had in tlusisgssion for the
purposes of issue, and will not issue, or haveh@irtpossession for the purposes of issue, whethétong Kong or
elsewhere, any advertisement, invitation or documelating to the Equity Shares, which is direcatdor the contents of

106



which are likely to be accessed or read by, thdipidHong Kong(except if permitted to do so undes securities laws
of Hong Kong) other than with respect to Equity @isawhich are or are intended to be disposed gftorpersons outside
Hong Kong or only to 'professional investors' ardel in the SFO and any rules made under the SFO.

India

This Placement Document has not been and will agebistered as a prospectus with the Registr@oaipanies in India
and the Equity Shares will not be offered or satéatly or indirectly, to the public or any membefsthe public in India
or any other class of investors other than QIBs.

Singapore

This Placement Document has not been registered paespectus with the Monetary Authority of Singapander the
Securities and Futures Act, Chapter 289 of Singathre ‘Securities and Futures Act). The Equity Shares may not be
offered or sold or made the subject of an invitafior subscription or purchase nor may this Plaggrb®mcument or any
other document or material in connection with tlieroor sale or invitation for subscription or phese of any Equity
Shares be circulated or distributed, whether diyemt indirectly, to the public or any member o&tpublic in Singapore
other than (a) to an institutional investor or otherson falling within Section 274 of the Secestiand Futures Act, (b) to
a relevant person, or any person pursuant to $e2#6(1A) of the Securities and Futures Act, anddoordance with the
conditions specified in Section 275 of the Secesitand Futures Act, or (c) otherwise than purst@grand in accordance
with the conditions of, any other applicable prawisof the Securities and Futures Act.

Each of the following relevant persons specifie@action 275 of the Securities and Futures Act Wwiias subscribed or
purchased Equity Shares, namely a person who)is ¢arporate (which is not an accredited invedtw)sole business of
which is to hold investments and the entire shastal of which is owned by one or more individyaach of whom is an

accredited investor; or (b) a trust (where thet&®ss not an accredited investor) whose sole marpoto hold investments
and each beneficiary is an accredited investorylshoote that shares, debentures and units of stzar@ debentures of
that corporation or the beneficiaries’ rights anteiest in that trust shall not be transferablesigr months after that

corporation or that trust has acquired the Equitsar8s under Section 275 of the Securities and &sitéict except: (1) to

an institutional investor under Section 274 of 8eurities and Futures Act or to a relevant perspoany person pursuant
to Section 275(1A) of the Securities and Futureg Aard in accordance with the conditions, specifire8ection 275 of the

Securities and Futures Act; (2) where no considmras given for the transfer; or (3) by operatafriaw.

United Kingdom
The Book Runners:

€) have not offered or sold, and prior to theigxpf a period of six months from the issue dateany Equity
Shares, will not offer or sell any securities of @ompany to persons in the United Kingdom exceptiaalified
investors' as defined in section 86(7) of the FSMAotherwise in circumstances which have not reduih an
offer to the public in the United Kingdom;

(b) have complied and will comply with all applida provisions of FSMA with respect to anything ddoy it in
relation to the Equity Shares in, from or otherwiseolving the United Kingdom; and

(c) in the United Kingdom, will only communicate oause to be communicated an invitation or indwer@nto
engage in investment activity (within the meanirfgsection 21 of the FSMA) to persons that are ifjedl
investors' and who are (a) ‘'investment professgralling within Article 19(5) of the Financial 8dces and
Markets Act 2000 (Financial Promotion) Order 20€e(“Order”) or (b) high net worth entities and/or other
persons to whom it may lawfully be communicatedirfgl within Article 49(2)(a) to (d) of the Order in
circumstances in which section 21(1) of the FSMAsinot apply to our Company.

United States
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The Equity Shares have not been and will not bestergd under the Securities Act, and may not fered or sold within
the United States except in certain transactioesngx from the registration requirements of the 8tes Act. Terms used
in this paragraph have the meanings given to thgRdgulation S.

The Equity Shares are being offered and sold caitsidhe United States in reliance on Regulatiam@er the Securities
Act. Each purchaser of the Equity Shares offeredttiy Placement Document will be deemed to have emhe
representations, agreements and acknowledgemedésesbed undefTransfer Restriction&.

United Arab Emirates

This Placement Document is strictly private andficlemtial and is being distributed to a limited ren of investors and
must not be provided to any person other than tignal recipient, and may not be reproduced oduee any other
purpose.

By receiving this Placement Document, the persorntity to whom it has been issued understands)awdledges and
agrees that this Placement Document has not bgeowagul by the U.A.E. Central Bank, the U.A.E. Minysof Economy

and Planning or any other authorities in the U.Arer has the placement agent, if any, receiveloaization or licensing
from the U.A.E. Central Bank, the U.A.E. Ministry Bconomy and Planning or any other authoritiethzn United Arab

Emirates to market or sell securities within theitelth Arab Emirates. No marketing of any financiabgucts or services
has been or will be made from within the United AEBmirates and no subscription to any securitiesglycts or financial
services may or will be consummated within the Ehifrab Emirates. It should not be assumed thapliement agent,
if any, is a licensed broker, dealer or investnahtisor under the laws applicable in the UnitedbAEamirates, or that it
advises individuals resident in the United Arab Eat@s as to the appropriateness of investing jpuochasing or selling
securities or other financial products. The irg&sén the Equity Shares may not be offered or duokettly or indirectly to

the public in the United Arab Emirates. This does c¢onstitute a public offer of securities in thaitdd Arab Emirates in
accordance with the Commercial Companies Law, Fedem No. 8 of 1984 (as amended) or otherwise.

By receiving this Placement Document, the persorntity to whom it has been issued understands)awdledges and
agrees that the Equity Shares have not been ahdatibe offered, sold or publicly promoted or adiged in the Dubai
International Financial Centre other than in coamptie with laws applicable in the Dubai Internatidfi@ancial Centre,
governing the issue, offering or sale of securitidse Dubai Financial Services Authority has ngtraped this Placement
Document nor taken steps to verify the informatehout in it, and has no responsibility for it.

Nothing contained in this Placement Document i®nded to constitute investment, legal, tax, acaognor other
professional advice. This Placement Document isyéarr information only and nothing in this Placem®&ocument is
intended to endorse or recommend a particular eoofsction. You should consult with an appropriatefessional for
specific advice rendered on the basis of your 8dna
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TRANSFER RESTRICTIONS

Purchasers of the Equity Shares in this Issue @r@ermitted to sell the Equity Shares for a pewbdne year from the
date of allotment except through the Stock Exchange

Subject to the foregoing:

Each purchaser of the Equity Shares outside theet§itates pursuant to Regulation S will be decimédve represented
and agreed as follows:

It is authorized to consummate the purchase ofBEhaity Shares in compliance with all applicable daand
regulations.

It acknowledges (or if it is a broker-dealer actomgbehalf of a customer, its customer has confirmaeeit that such
customer acknowledges) that such Equity Shares maieeen and will not be registered under the StézsiAct.

It certifies that either (A) it is, or at the tintee Equity Shares are purchased will be, the beiaéfowner of the
Equity Shares and is located outside the UniteteStavithin the meaning of Regulation S) or (Bsit broker-dealer
acting on behalf of its customer and its custonaexr ¢donfirmed to it that (i) such customer is, othattime the Equity
Shares are purchased will be, the beneficial owfhéne Equity Shares, and (ii) such customer isted outside the
United States (within the meaning of Regulation S).

It agrees that it will not offer, sell, pledge dherwise transfer such Equity Shares except infeshare transaction
complying with Rule 903 or Rule 904 of RegulatiomiSpursuant to any other available exemption fregistration
under the Securities Act and in accordance witlaggilicable securities laws of the States of thaddrStates and any
other jurisdiction, including India.

It acknowledges that our Company, the Book Runriersffiliates, and others will rely upon the tn#nd accuracy of
the foregoing acknowledgements, representationsagneements and agrees that, if any of such acletlpements,
representations or agreements deemed to have habs by virtue of its purchase of the Equity Shamesno longer
accurate, it will promptly notify us.

Any resale or other transfer or attempted resaleter transfer, made other than in compliance With above-stated
restrictions will not be recognized by our Company.
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THE SECURITIES MARKET OF INDIA

The information in this section has been extradtedn publicly available documents from various sms; including
officially prepared materials from the SEBI, theEB&hd the NSE, and has not been prepared or inadkpely verified by
our Company or the Book Runners or any of its retpe affiliates or advisors.

The securities market in India is governed, prilgaby the Securities Contracts (Regulation) A&58, as amended (the
“SCRA”") read with the Securities Contracts (Regola} Rules, 1957, as amended (the “SCRR”), the SE&] the
Depositories Act, 1996 (the “Depositories Act”)etGompanies Act, and various rules and regulafi@msed there under.

The securities markets in India are primarily reged by SEBI, a statutory body established underSBBI Act. The

SEBI Act mandates SEBI to protect the interestnyfestors in securities and to promote the developro§ and to

regulate, the securities market in India. SEBI basn empowered to regulate the activities of, amadtgegistration to,

intermediaries, which operate in the securitiesketam India including stockbrokers, merchant baskeinderwriters,

mutual funds, foreign institutional investors anédit rating agencies, primarily by framing regidas under the SEBI
Act. SEBI has also been empowered to prohibit akéd action against certain market irregularitieshsas fraudulent and
unfair trade practices, insider trading. SEBI hemmied other regulations and issued circulars wigichern different

aspects of the securities market including reguatigoverning issue of capital and disclosure requént for companies
accessing the capital markets, and substantialisitqos of shares and takeover of listed compariiee Companies Act
also gives SEBI the power to administer certaireagprelating to listed companies, issue and teansf securities and
non-payment of dividend. SEBI has set up a commiibe the review of Indian securities laws, whicgshmade proposals
to amend the SEBI Act, the SCRA and the Deposgofiet. If enacted in their present form, these aingents may result
in certain changes in the laws relating to se@gitransactions in India.

The central government has also introduced the @orap Bill, 2009 in the Lok Sabha on August 3, 2@®@mend the
Companies Act.

Stock Exchange Regulations

The stock exchanges in India are regulated prisnasil SEBI along with the Central Government throdigd Ministry of

Finance, Department of Economic Affairs (Capital rk&gs Division) under the SCRA, the SCRR and theu8ges

Contracts (Regulation) (Manner of Increasing andinkééning Public Shareholding in Recognised StooicHanges)
Regulations, 2006 (the “MIMPS Regulations”). Theckt exchanges in India are granted recognition BBISunder the
SCRA and the SCRR which, read together with the M8v/Regulations and the rules, bye-laws and regaktof the
respective stock exchanges, provide for the raistnis on shareholding in stock exchanges, quatifioa for membership,
the manner in which contracts are entered inttleseand enforced between members and other initeratters.

Pursuant to amendments to the SCRA in 2004, atkstaxchanges in India are required to be corpadt{from a non-
corporate structure to a ‘for-profit’ corporateustiure) and demutualised (where the ownershippthragement and the
trading rights at the stock exchange are segrediaiadone another).

Listing of securities on stock exchanges

The listing of securities on a recognised stockharge is regulated by the Companies Act, the SGRASCRR, the
SEBI Act and various guidelines, rules, regulatiansl circulars issued by SEBI and the listing agrer@s, as amended
from time to time of the respective stock exchanges initial listing of securities on a recognissttbck exchange, the
SCRR requires that the company (other than a psklitor company) offer and allot at least 25% chedass or kind of
equity shares or debentures convertible into eggligres issued by the company in terms of an dffeument. The
exception to this rule where the post issue capitthe company calculated at offer price is méwamtfour thousand crore
rupees and the minimum equity shares or debentan@gertible into equity shares offered and allotiegbublic by such
companies is 10%. However, in terms of the SCRBh mmpanies have to increase their public shadaiplko at least
25% within a period of three years from the datéstihg of the securities, in the manner specitigdthe SEBI. However,
for the initial listing of securities of a publiestor company, it is required to offer and allotegtst 10% of each class or
kind of equity shares or debentures convertible @guity shares to public in terms of an offer doeut.

For continuous listing of securities, the SCRR iegputhat all the listed companies (other than igubéctor company)
must ensure a minimum level of public shareholdihg5%. However, any listed company which had puifiareholding
below 25% prior to this amendment is required trease its public shareholding to at least 25%iwighperiod of three
years from the date of commencement of the Seesii@ontracts (Regulation) (Amendment) Rules, 2010.

Clause 49 of the equity listing agreement provithed if non-executive chairman of a listed compang promoter or is
related to promoters of the company or personsgydng management positions at the board level anatlevel below
the board, at least one-half of the board of thagany should consist of independent directors.
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Under the SCRR, the governing body of each stodha&xge is empowered to suspend trading of or dealira listed
security for breach of an issuer’s obligations unslech listing agreement or for any other reasabjest to the issuer
receiving prior written notice and upon grantingaohearing in the matter. In the event that a qusipa of an issuer’s
securities continues for a period in excess ofe¢hr®nths, the issuer may appeal to the Securitigselfate Tribunal
(“SAT"), an appellate body established under th&5A&ct, to set aside the suspension. SEBI has tiveepto vary or set
aside the decision of stock exchange in this redaEdB| also has the power to amend such listingeagents and the bye-
laws of the stock exchanges in India. Howeveroadlers or directions issued by SEBI are appealebtee SAT and
orders of SAT are further appealable in the Supr€mart of India.

Delisting of securities

The SEBI has pursuant to a notification dated JL;he2009, issued the SEBI (Delisting of Equity ®sarRegulations,
2009 (‘Delisting Regulations).

The provisions of the Delisting Regulations and $#@&RR govern voluntary and compulsory delistingofiity shares of
listed Indian companies from any of the recognistedk exchanges.

The Delisting Regulations are applicable to: (iJuary delisting of securities by promoters of @npany; (ii) any
acquisition of shares of a company (either by armter or by any other person) or a scheme or agrargt, consequent
to which the public shareholding in such comparils faelow the minimum limits specified in the listj conditions or
listing agreement that may result in delisting efwrities; (iii) promoters of companies who voluiljaseek to delist their
securities from some or all stock exchanges on lwkte security is listed; (iv) cases where a peiisocontrol of the
management is seeking to consolidate his holdingsdompany in a manner that would result in thelipishareholding
in the company falling below the limit specifiedthre listing conditions or in the listing agreemtrdt may have the effect
of company being delisted; and (v) companies winmety be compulsorily delisted by the stock exchamgeaccount of,
among other things, violation of stock exchangdaws. Following a compulsory delisting, a compaity,whole time
directors, its promoters and the firms promotedby of them cannot directly or indirectly access skecurities market or
seek listing of any equity shares for a period®¥/&ars from the date of such delisting.

No company can apply for permission to delistp{iysuant to a buy back of equity shares or prefedeslotment made

by a company or (ii) unless a period of three ydws elapsed since the listing of that class oftgalhares on any
recognized stock exchange. Furthermore, if anyunstnts issued by our Company which are convertitite the same

class of equity shares that are sought to be ddljistre outstanding, delisting is disallowed. A pany may voluntarily

delist from a stock exchange provided that (a)staurities of the company have been listed forrarmim period of three
years on any recognised stock exchange, (b) thstidglhas been approved by two-thirds of the muiiareholders, and
(c) the company, the promoter and/or the directdh® company provide an exit opportunity and pasghthe outstanding
securities from those holders who wish to sell trena price determined in accordance with the Be¢jsRegulations,

provided further that the condition in (c) aboveyne dispensed with by SEBI if the securities ramiisited on the NSE
or the BSE.

In the event a company seeks to voluntarily délish a stock exchange, it is required to providesgih opportunity to the
other shareholders Melisting Offer”) and seek the in-principle approval of the rel@vatock exchange. This exit
opportunity involves a price discovery process kn@g the “book building process”. A Delisting Offean be launched
by any promoter seeking to delist the securitiethefcompany. The Delisting Offer needs to be stipddiy a resolution
approved by the board of directors and a resoluigoroved by three-fourths of the shareholderseflisted company
through a postal ballot. In addition, the specédalution of the shareholders can be acted upand,only if, the votes
cast by public shareholders in favour of the prap@snount are at least two times the number ofsvotest by public
shareholders against it (nhon-promoters and holdérslepository receipts are considered non-publiaredolders).
Following the approval of the shareholders, thenmier would issue a public announcement (i.e. dipuintice) in
relation to the Delisting Offer. The offer priceafithave a floor price which shall be determinedhi@ manner provided in
the Delisting Regulations. The floor price for déhg must, therefore, be determined by calculativggaverage of the
weekly high and low of the closing prices during thst twenty six weeks or two weeks precedingdédte on which the
recognized stock exchange were notifiétle offer must fulfill the criteria prescribed ihet Delisting Regulations to be
successful. Upon closure of open offer processhateholders whose equity shares are verifiedowilbaid the final price
stated in the public announcement within ten wagldays.

The Delisting Regulations and the SCRR also prothéestock exchanges the power to delist the sezs10f companies
on certain grounds. Any order for compulsory delgtcan be made only after considering represemtatieceived from
aggrieved persons. Delisting Regulations also pievhat in the event that the securities of a cowmp@ae delisted by a
stock exchange, the fair value of securities dhaltletermined by an independent valuer appointettidogtock exchange
from a panel of experts selected by the stock enxghaThe Delisting Regulations do not permit tisérig of equity shares
once delisted for a period of 5 years (in a volgntielisting) and 10 years (if the stock excharigémte the delisting).
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The Ministry of Finance has, on June 10, 2009, psed certain amendments to the SCRR and notifiéistidg rules

under Rule 21 of the SCRR on June 15, 2009 (colgt the ‘MoF Notification”) in relation to voluntary and
compulsory delisting, to bring them in line wittetBelisting Regulations. Due to their recent isseathe applicability of
the Delisting Regulations and MoF Notification hana been tested in any manner and hence it islpeshat some of
the clauses may be amended to make either thetibglRegulations or the MoF Notification more etige or clarify any

ambiguities contained therein. Investors are relgdet® consult their advisors before taking anpstender the Delisting
Guidelines.

Disclosures under the Companies Act and Securitidgegulations

Under the Companies Act, a public offering of sé®s in India must be made by means of a prosgeesthich must
contain information specified in the Companies aatl the SEBI (ICDR) Regulations. The prospectustinediled with

the Registrar of Companies having jurisdiction ober place where a company’s registered offic&isted, which in our
case is currently the Registrar of Companies latateMumbai, Maharashtra. A company’s directors pramoters shall
be subject to civil and criminal liability for mispresentation in a prospectus. The Companies At séts forth
procedures for the acceptance of subscriptiongfadllotment of securities among subscribers atabéshes maximum
commission rates for the sale of securities. Pumtst@ the provisions of the SEBI Act, the SEBI hssued detailed
guidelines concerning disclosures by public compsaind to further investor protection. Prior tortygeal of certain rules
in mid-1992, the Controller of Capital Issues oé tBovernment regulated the prices at which compaodeild issue
securities. The SEBI (ICDR) Regulations now peroaitnpanies to price their domestic issues of seesrfteely. The
SEBI (ICDR) Regulations permit companies to frephce their issues of securities. All companiesluding public

limited companies, are required under the Compahitgo prepare, file with the Registrar of Compemand circulate to
their shareholders audited annual accounts, whichpty with the disclosure requirements of the Coniga Act and

regulations governing their manner of presentatighich include sections pertaining to corporate egoance and the
management’s discussion and analysis. In addigohsted company is subject to continuing disclestequirements
pursuant to the terms of its listing agreement \lith relevant stock exchange, including the requéme to publish un-
audited financial statements on a quarterly basisl, is required to inform stock exchanges immeljiategarding any
stock price-sensitive information.

The Companies Act further requires mandatory caangk with accounting standards issued by the istdf Chartered
Accountants of India and SEBI have implemented ghanwhich require Indian companies to account fefiemded
taxation, to consolidate their accounts with sulbsiéls, to provide segment reporting, to increasér disclosure of related
party transactions from April 1, 2001 and to acdofor investments in associated companies and jeémtures in
consolidated accounts and interim financial repgrfrom April 1, 2002.

As of April 1, 2003, accounting of intangible asset also regulated by accounting standards séthédyCAIl and as of
April 1, 2004 accounting standards set by the I®Al regulate accounting for impairment of asseffe ICAl has
recently announced that all listed companies andlipunterest entities have to comply with Inteinatl Financial
Reporting Standards from April 1, 2011.

Index-Based Market-Wide Circuit Breaker System

In order to restrict abnormal price volatility imyaparticular stock, SEBI has instructed stock exgfes to apply daily
circuit breakers which do not allow transactiongdiel a certain level of price volatility. The indbased market-wide
circuit breaker system (equity and equity derivedivapplies at three stages of the index moveraef©)%, 15% and 20%.
These circuit breakers, when triggered, bring aleoab-ordinated trading halt in all equity and égdierivative markets
nationwide. The market-wide circuit breakers aiggred by movement of either the SENSEX or ofBISE or the S&P
CNX NIFTY of the NSE, whichever is breached earlier

In addition to the market-wide index-based cirtu@akers, there are currently in place individeailpswise price bands of
20% movements either up or down. However, no poigeds are applicable on scrips on which derivapiraducts are
available or scrips included in indices on whichiiive products are available.

The stock exchanges in India can also exercis@dleer to suspend trading during periods of marladatility. Margin
requirements are imposed by stock exchanges thaequired to be paid by the stockbrokers.

Indian Stock Exchanges

There are currently 23 recognized stock exchangésdia. Most of the stock exchanges have their gawverning board
for self regulation. The BSE and NSE together leoottbminant position among the stock exchangesnstef the number
of listed companies, market capitalisation, anditrg activity.
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BSE

Established in 1875, it is the oldest stock exclkangndia. In 1956, it became the first stock exie in India to obtain
permanent recognition from the Government undeSGRA. It has evolved over the years into its pres&tus as one of
the premier stock exchange of India.

As of September 2010, the BSE had 1,245 membensprising 208 individual members, 1015 Indian conigsuand 22
Flls. Only a member of the BSE has the right tderan the stocks listed on the BSE. As of Septerdbdo, there were
4,997 listed companies trading on the BSE (exclgiarmitted companies) and the estimated marketatiaption of

stocks trading on the BSE was Rs. 71,258.07 billiorSeptember 2010, the average daily turnovetherBSE was Rs.
51.85 hillion.

NSE

The NSE was established by financial institutiond banks to serve as a national exchange and wdproationwide on-
line satellite-linked screen-based trading faeiitiwith electronic clearing and settlement for sées including
government securities, debentures, public sectod$and units. It has evolved over the years istpriesent status as one
of the premier stock exchange of India. The NSE measgnised as a stock exchange under the SCRAviith #993 and
commenced operations in the wholesale debt markgment in June 1994. The capital market (equitssgment
commenced operations in November 1994 and opesaiticime derivatives segment commenced in June.2000

As of September 2010, the average daily tradedevafuthe capital market segment was Rs. 157.08hillThe NSE
launched the NSE 50 index, now known as S&P CNXTWFon April 22, 1996 and the Mid-cap Index on Jarul,

1996. As of September 2010, the market capitatinatif the NSE was approximately Rs. 69,585.33dnlliNSE has a
wide network in major metropolitan cities, screasdd trading and a central monitoring system.

Internet-based Securities Trading and Services

SEBI approved Internet trading in January 2000erhwt trading takes place through order routingesys, which route
client orders to exchange trading systems for ed@tuStockbrokers interested in providing thisvées are required to
apply for permission to the relevant stock exchaagg also have to comply with certain minimum ctinds stipulated
under applicable law. The NSE became the first axgk to grant approval to its members for providimgrnet-based
trading services. Internet trading is possible othlihe “equities” as well as the “derivatives” semts of the NSE.

Trading Hours

Trading on both the BSE and the NSE occurs from dagrthrough Friday, from 9.00 a.m. to 3.30 p.m. BISE and the
NSE are closed on public holidays. The recognisecksexchanges have been permitted to set theirtading hours (in
cash and derivatives segments) subject to the tondhat (i) the trading hours are between 9 anal 5 p.m.; and (ii) the
stock exchange has in place risk management systdrinfrastructure commensurate to the tradingsour

Trading Procedure

In order to facilitate smooth transactions, in 1985E replaced its open outcry system with BOLT EB3n-line Trading)
facility in 1995. This totally automated screen dmhdrading in securities was put into practice arativide. This has
enhanced transparency in dealings and has assistesiderably in smoothening settlement cycles angraving

efficiency in back-office work. NSE also provides-line trading facilities.

Takeover Code

Disclosure and mandatory bid obligations for liskedian companies under Indian law are governethbylakeover Code
which prescribes certain thresholds or trigger {oihat give rise to certain obligations, as aflie. The Takeover Code
is under constant review by SEBI and was last ameérmh April 13, 2010. Once the Equity Shares astedi, the
provisions of the Takeover Code will apply to amguaisition of the Company’s shares/ voting rightshtrol. Since the
Company is an Indian listed company, the provisigithe Takeover Code apply to the Company.

The principal features of the Takeover Code aréostt below:

« The term “shares” is defined under the TakeovedeCto mean equity shares or any other securitychvéntitles a
person to receive shares with voting rights bussdua include preference shares.
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< Any acquirer (meaning a person who, directlyratiiectly, acquires or agrees to acquire equityeshar voting rights in
a company, or acquires or agrees to acquire cooweal a company, either by himself or with any paracting in concert
with him either by himself or with any person agtiim concert) who acquires equity shares or votiggts that would
entitle him to more than 5%, 10%, 14%, 54% or 74%he equity shares or voting rights in a compaogéther with the
listed company’s equity shares or voting rightsrif/, already held by such acquirer) is requiredisclose the aggregate
of his equity shareholding or voting rights in tikatmpany to such company (which in turn is requtredisclose the same
to each of the stock exchanges on which the eghityes of such company are listed) and to eadheadtock exchanges
on which the equity shares of the company aredisi#¢hin two days of (a) the receipt of allotmentdarmation; or (b) the
acquisition of equity shares or voting rights, lzes tase may be.

e A person who holds more than 15% of the sharesoting rights in any company is required to makeaamnual
disclosure of his holdings to that company withih @ays of the financial year ending on March 31i¢whn turn is
required to disclose the same to each of the stackanges on which that company’s shares are )iskedther, such
person who, together with persons acting in coneiht him, holds 15% or more but less than 55%hef equity shares or
voting rights in any company, or who holds 55% arrenbut less than 75% of the equity shares or gdtights in any
company and acquires shares or voting rights uttteersecond proviso to Regulation 11(2) of the TakedCode, is
required to disclose any purchase or sale repriege?® or more of the equity shares or voting sgbt that company
(together with the aggregate shareholding aftelh sieqjuisition or sale) to that company and thekséxchanges on which
the equity shares of such company are listed withim days of the purchase or sale and is also redjud make annual
disclosure of his holdings to that company (whiohturn is required to disclose such shareholdingaoh of the stock
exchanges on which the equity shares of such coyrgranlisted).

« Promoters or persons in control of a companyaige required to make annual disclosure of theldihg in a specified
manner. A listed company is also required to makeual disclosure of holdings of its promoters orspas in control as
on March 31 of the respective year to each of theksexchanges on which its equity shares aredliS&BI has recently
amended the Takeover Code to make it mandatorthéopromoters and promoter group of listed commatdedisclose
the creation and enforcement of a pledge on th&yesfuares held by such persons.

« An acquirer cannot acquire equity shares or gptights which (taken together with the existingiigg shares or voting
rights, if any, held by him or by persons actingamcert with him) would entitle such acquirer @ecise 15% or more of
the voting rights in a company, unless such acquirgkes a public announcement offering to acquiietaer minimum
of 20% of the equity shares of such listed compaing price not lower than the price determinedcecoedance with the
Takeover Code. Such offer has to be made to aligpsbareholders of the company (defined as holdéshareholdings
held by persons other than the promoter (as defimetbr the Takeover Code)). A copy of the publioaamcement is
required to be delivered, on the date, on whicth@mouncement is published, to SEBI, the listedgany and the stock
exchanges on which the equity shares of such coyrganlisted.

* No acquirer who, together with persons actingdancert with him, has acquired, in accordance Wwétv, 15% or more
but less than 55% of the shares or voting righta aompany, shall acquire, either by himself ootigh or with persons
acting in concert with him, additional shares ofirng rights that would entitle him to exercise mtiman 5% of the voting
rights with post acquisition shareholding or votiights not exceeding 55% in any financial yeariead/larch 31, unless
such acquirer makes a public announcement offédrgquire a further minimum of 20% of the equitaes of the target
company at a price not lower than the price deteechin accordance with the Takeover Code.

« An acquirer who, together with persons actingamcert with him, has acquired, in accordance Veitt, 55% or more
but less than 75% of the equity shares or votightsi in a company (or, where the concerned compadyobtained the
initial listing of its shares by making an offer atfleast 10% of the issue size to the public @msto Rule 19(2)(b) of the
SCRR, less than 90% of the shares or voting righssich company) may not, either by itself or tlgloyersons acting in
concert with it, acquire any additional equity ssaor voting rights in the company, unless suchuigegmakes an open
offer to acquire a minimum of 20% of the sharesaiing rights which it does not already own in secmpany, provided
that an acquirer together with persons acting imceat may acquire additional shares or voting sgititling him to up to
5% voting rights in a company without making a peilsinnouncement if (i) the acquisition is made tigio open market
purchase on the stock exchanges or the increa® ishares or voting rights is pursuant to a bkl shares by the
target company and (ii) the post acquisition shaldihg of the acquirer and persons acting in candees not exceed
75%.

« Where an acquirer who (together with personsgdti concert) holds 55% or more, but less than B5%e shares or
voting rights in a target company (or, where thecewned company had obtained the initial listingt®thares by making
an offer of at least 10% of the issue size to thidip pursuant to Rule 19(2)(b) of the SCRR, lé&=mnt90% of the shares or
voting rights in the target company), intends tosmidate its holdings while ensuring that the pubhareholding in the
target company does not fall below the minimum lgermitted by the listing agreement with the stesichanges, the
acquirer may do so by making an open offer in ataoce with the Takeover Code. Such open offer wbaldequired to
be made for the lesser of (i) 20% of the votingitedf such company, or (ii) such other lessercpatage of the voting
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capital of such company as would, assuming fulkstiption to the open offer, enable the acquiregéther with persons
acting in concert), to increase the holding to itieximum level possible, which is consistent witk target company
meeting the requirements of minimum public sharéingl specified in the listing agreement with thecktexchanges.

* In addition, regardless of whether there has bmmn acquisition of equity shares or voting rightsa company, an
acquirer cannot directly or indirectly acquire cohbver a company (for example, by way of acqujrihe right to appoint
a majority of the directors or to control the mag@agnt or the policy decisions of the company) uwnkasch acquirer
makes a public announcement offering to acquireirinmim of 20% of the voting equity shares of thenpany. In

addition, the Takeover Code introduces the “chainciple” by which the acquisition of a holding cpamy will obligate

the acquirer to make a public offer to the shamdés of each subsidiary company which is listed.

« Further, if an acquisition made pursuant to aeropffer results in the public shareholding in theyet company being
reduced below the minimum level required underligteng agreement with the stock exchanges, theliseqwould be
required to take steps to facilitate complianceh®ytarget company with the relevant provisionshef listing agreement
with the stock exchanges, within the time perioglspribed therein.

» The Takeover Code sets out the contents of tipeined public announcements as well as the miniroffer price. The
minimum offer price depends on whether the shaféBeocompany are “frequently” or “infrequently’atted (as defined
in the Takeover Code). In case the shares of a anyngre frequently traded, the offer price shaltheehigher of:

a. the negotiated price under the agreement for thaisition of shares in the company;

b. the highest price paid by the acquirer or persatisgin concert with him for any acquisitions, lunding through
an allotment in a public, preferential or rightsue, during the 26-week period prior to the datepualblic
announcement; and

c. the average of the weekly high and low of the clggprices of the shares of the company quoted erstibck
exchange where the shares of the company are negsiehtly traded during the 26-week period priothi® date
of public announcement, or the average of the dadi and low of the prices of the shares as quotethe stock
exchange where the shares of the company are negsteitly traded during the two weeks precedingdtite of
public announcement, whichever is higher.

« The Takeover Code permits conditional offers adl ws an acquisition and consequent delistinghef shares of a
company and provides specific guidelines for tredgal acquisition of shares or voting rights. Sfiecobligations of the
acquirer and the board of directors of the targetgany in the offer process have also been spécifiequirers making a
public offer are also required to deposit in arr@scaccount a percentage of the total consideratioich amount will be
forfeited in the event that the acquirer does abilifhis obligations.

» The general requirements to make such a publio@mcement do not, however, apply entirely to haitakeovers when
a promoter (i.e. a person or persons in contral @rget company, persons named in any offer dootiaspromoters and
certain specified corporate bodies and individuasjaking over a financially weak company but aotsick industrial
company” pursuant to a rehabilitation scheme apgatdyy a public financial institution or a schedulithk. A “financially
weak company” is a company which has at the entti@previous financial year accumulated losses lwhave resulted
in the erosion of more than 50% but less than 1@®%he total sum of its paid up capital and freserges as at the
beginning of the previous financial year. A “sialdustrial company” is a company registered for nmben five years
which has at the end of any financial year accutaedléosses equal to or exceeding its entire nethwor

» The Takeover Code, subject to certain specifmatitions, exempts certain specified acquisitiowsnfthe requirement
of making a public offer, including, among otheitss acquisition of shares (1) by allotment in aljuissue or a rights
issue, (2) pursuant to an underwriting agreemetby registered stockbrokers in the ordinary ceurs business on
behalf of clients, (4) in unlisted companies, (byguant to a scheme of reconstruction or amalgamafé) pursuant to a
scheme under Section 18 of the Sick Industrial Camgs (Special Provisions) Act, 1985, (7) resultirgm transfers
between companies belonging to the same group rmpanies or between promoters of a publicly listechpgany and

relatives, (8) by way of transmission through irtagice or succession, (9) resulting from transtgrsindian venture
capital funds or foreign venture capital investargistered with SEBI, to promoters of a ventureitehundertaking or
venture capital undertaking pursuant to an agreerbhetween such venture capital funds or foreigntwen capital

investors with such promoters or venture capitalentaking, (10) by the Government of India congdllcompanies,
unless such acquisition is made pursuant to awdistment process undertaken by the Governmentdif lor a state
government, (11) change in control by takeoverdregion of the management of the borrower companyhb secured
creditor in terms of the Securitization and Recartdion of Financial Assets and Enforcement of Sigcunterest Act,

2002, (12) acquisition of shares by a person irharge of equity shares received under a publia offede under the
Takeover Code and (13) in terms of guidelines agiilations relating to delisting of securities pscified by SEBI. The
Takeover Code does not apply to acquisitions indtfinary course of business by public financiatiitions either on
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their own account or as a pledgee. An applicatiay miso be filed with the takeover panel seekingngtion from the
open offer requirements of the Takeover Code. Rumtsto a recent amendment, a listed company caly &pfSEBI to
waive requirements under the Takeover Code iniogldd an acquisition of a listed company in ciratiamces where the
board of the listed company has been taken ovethéyGovernment of India and there is a plan foraagparent and
competitive process for the operations of thedistempany.

* Recent amendments to the Takeover Code provide vilhhere American depository receipts and globadodiary
receipts holders are entitled to exercise votigits on the shares underlying such American depgsieceipts and
global depositary receipts, open offer obligatiaasaforesaid shall be triggered upon crossingaheghreshold limits.

« SEBI is further empowered to relax, upon appi@aby a target company, the provisions of Chaptesf the Takeover
Code, which pertain to the disclosure and the agféer requirements, in the event the directorsuafhscompany have
been removed and replaced by the regulatory atigffor the orderly conduct of the affairs of th@mpany and the
replaced board has, amongst others, devised afptaa transparent, open and competitive processhercontinued
operation of the company in the interests of adkeholders of the company without furthering theeriests of any
particular acquirer. In the event the SEBI has gmrsuch relaxation, no competitive bidding is wkd after a bid has
been publicly announced by an acquirer.

* Recent amendments to the Takeover Code alsoatblayery promoter and person forming part of tleenoter group of

a listed company to disclose to the company detdilpledge of shares of that company held by susisqn and the
revocation of pledge within seven working days frtime date of creation of the pledge or the revooatas the case
maybe. A listed company is further required to

disclose such information to all the stock exchange which its shares are listed within seven wagldays of its receipt
thereof if, during any quarter ending March, Judeptember and December of any year, the aggregatber of pledged
shares of a promoter or every person forming pathe promoter group (taken together with sharesaaly pledged
during that quarter by such promoter or personsgeds 25,000 or 1 percent of the total shareholdingpting rights of

the company, whichever is lower.

Insider Trading Regulations

The SEBI (Prohibition of Insider Trading) Regulait$1992, as amendedir(sider Trading Regulations’) have been

notified by SEBI to prevent insider trading in ladby prohibiting and penalising insider tradinglingia. The Insider
Trading Regulations prohibit an “insider” from diegl, either on his own behalf or on behalf of arnlyen person, in the
securities of a company listed on any stock exchamigen in possession of unpublished price sensitfeemation. The

terms “unpublished” and “price sensitive informati@re defined in the Insider Trading Regulatiohke Insider Trading
Regulations define an “insider” to mean any penatwo, (i) is or was connected with the company alesmed to have
been connected with the company and who is reabore@pected to have access to unpublished priceitsen

information in respect of securities of a compamy(ii) has received or has had access to suchhlisped price sensitive
information.

An insider is also prohibited from communicatingunselling or procuring, directly or indirectly, yannpublished price

sensitive information to any other person whil@assession of such information. The prohibitionemi@egulation 3A of

the Insider Trading Regulations also extends tmmpany dealing, while in possession of unpublishede sensitive

information, in the securities of another companmyite associate listed on any stock exchange anmbtigestricted to

insiders alone. It is to be noted that recently Bleds amended the Insider Trading Regulations dvige certain defences
to the prohibition on companies in the possessfiampublished price sensitive information dealingséecurities.

Unpublished means information which is not publiy the Company or its agents and is not speiificature. The
Insider Trading Regulations clarify that speculatieports in print or electronic media shall notbasidered as published
information. Price sensitive information means anfprmation which relates directly or indirectly & company and
which if published is likely to materially affeche price of securities of the company, such asp#rédical financial
results of the company, intended declaration ofdéinds (both interim and final), issue of secusit@ buy-back of
securities. Under the Insider Trading Regulations, insider shall communicate or counsel or proculiegctly or
indirectly, any unpublished price sensitive infotima to any other person who while in possessiosumh unpublished
price sensitive information shall not deal in sé@s.

The Insider Trading Regulations make it compulsiorylisted companies and certain other entitieoeated with the

securities market to establish an internal codeoofluct to prevent insider trading deals and asegulate disclosure of
unpublished price sensitive information within susfitities so as to minimise misuse thereof. To émd, the Insider
Trading Regulations provide a model code of condiuatther, the Insider Trading Regulations speeifjnodel code of
conduct. As per the recent amendments the Insichdifig Regulations require that the model codeoofiact should not
be diluted in any manner and shall be complied.with
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The model code of conduct has also been amendawhibit all directors/ officers/ designated empeg who buy or sell
any number of shares of the company from enteribg dpposite transactions during the next six merfittiowing the

prior transaction. All directors and designated Eryges have also been prohibited from taking pmsitiin derivative
transactions in shares of the company at any time.

Further, certain provisions pertaining fater alia, reporting requirements have also been extendedepzndants of
directors and designated employees of the company.

The Insider Trading Regulations require any persbo holds more than 5% of the outstanding sharesting rights in
any listed company to disclose to the company theber of shares or voting rights held by such pemobecoming such
holder within two working days of:

e The receipt of intimation of allotment of shares; o

» The acquisition of the shares or voting rightsthesscase may be.

On a continuing basis, under the Insider TradinguRaions, any person who holds more than 5% oftiees or of the
voting rights in any listed company is requireddisclose to the company the number of shares angeights held by
him and any change in shareholding or voting rigaten if such change results in the shareholdationg below 5%) if

there has been change in such holdings from thedlaslosure made, provided such change exceedsf2ie total

shareholding or voting rights in the company. Sdislclosure is required to be made within two wogkitays of:

* The receipt of intimation of allotment of the sterer
» The acquisition or the sale of the shares or vatiglgts.

Further, all directors and officers of a listed @any are required to disclose to the company thmeben of shares or
voting rights held and positions taken derivatilggssuch person in such company within two workiaggiof becoming a
director or officer of such company. All directaasd officers of a listed company are also requiteanake periodic
disclosures of their shareholding in the compangpesified in the Insider Trading Regulations.

Depositories

In August 1996, the Indian Parliament enacted thepd3itories Act which provides a legal framework the
establishment of depositories to record ownershémits and effect transfers in book-entry form. $EBmed the
Securities and Exchange Board of India (Depositoaied Participants) Rules and Regulations, 1996hwvhiovideinter
alia, for the formation of such depositories, the rigi®on of participants as well as the rights atdigations of the
depositories, participants, companies and benkfmeners. The depository system has significanthprioved the
operation of the Indian securities markets. Thed3épries Act requires that every person subsagilbténsecurities offered
by an issuer has the option either to receive #warity certificate or hold the securities with epdsitory. NSDL and
CDSL are two depositories that provide electromipasitory facilities for the trading of equity addbt securities in India.
Trading of securities in book-entry form commendeddecember 1996. In order to encourage “demaieaitdbn” of
securities, SEBI has set up a working group on denadization of securities comprising FlIs, custts, stock
exchanges, mutual funds and the National Secuiitgggository Limited to review the progress of s@@s and trading in
dematerialised form and to recommend scrips forprdsory, dematerialised trading in a phased mannelanuary 1998,
the SEBI notified scrips of various companies fompulsory dematerialised trading by certain catiegasf investors such
as FlIs and other institutional investors and Hae aotified compulsory dematerialised trading jpredfied scrips for all
retail investors. SEBI has subsequently signifigamcreased the number of scrips in which demalisgd trading is
compulsory for all investors. SEBI has also prouideat the issue and allotment of shares in pudffers, rights offers or
offers for sale after specified dates to be natifieom time to time by SEBI shall only be in demthksed form and an
investor shall be compulsorily required to openepasitory account with a participant. Under the @sfories Act, a
company shall give the option to subscribers/slwddeins to receive the security certificates or hekturities in
dematerialised form with a depository. However,reirethe case of scrips notified for compulsory désmialised trading,
investors, other than institutional investors, pegmitted to trade in physical shares on transastioutside the stock
exchange where there are no requirements for iegastich transactions to the stock exchange aridhoractions on the
stock exchange involving lots of less than 500 gtes.

Transfers of shares in book-entry form require kibthseller and the purchaser of the equity sharestablish accounts
with depository participants registered with theakgtories established under the Depositories @irges for opening an
account with a depository participant, transactibarges for each trade and custodian charges ¢arigses held in each
account vary depending upon the practice of eaplsi®ry participant and have to be borne by thmantholder. Upon
delivery, the shares shall be registered in theenahthe relevant depository on our Company’s bawid this depository
shall enter the name of the investor in its recasigthe beneficial owner. The transfer of bendfioianership shall be
effected through the records of the depository. Bareficial owner shall be entitled to all rightsdabenefits and be
subject to all liabilities in respect of his/hecssties held by a depository.
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The Companies Act compulsorily provides that Indiampanies making any initial public offerings etarities for or in
excess of Rs.100 million should issue the secsritie dematerialised form in accordance with thevisions of the
Depositories Act.

Derivatives (Futures and Options)

Trading in derivatives is governed by the SCRA, $tGRR and the SEBI Act. The SCRA was amended imuaep 2000
and derivative contracts were included within then “securities,” as defined by the SCRA. Tradingderivatives in
India takes place either on separate and indepéigeivatives exchanges or on a separate segmert ekisting stock
exchange. The derivative exchange or derivativenseg of a stock exchange functions as a self régylarganisation
under the supervision of the SEBI. Derivatives piaid have been introduced in a phased manner ia, Iathrting with
future contracts in June 2000 and index optiors;ksbptions and stock futures in June 2000, July128nd November
2001, respectively.
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DESCRIPTION OF THE EQUITY SHARES

Set forth below is certain information relatingttee share capital of our Company including a bsafmmary of some of
the provisions of the Memorandum and Articles «fo&gtion of our Company, the Securities ContrédRisgulation) Act,
1956 (as amended) SCRA) and the Companies Act and certain related ledish of India, all as currently in effect,
relating to the rights attached to the Equity Stsare

General

On the date of this Placement Document, our Compaaythorised share capital of Rs. 200,000,000 istsnsf
200,000,000 equity shares of Re.1 per share. ThityE§hares are listed on the NSE and the BSEofAthe issued and
outstanding equity shares of our Company are iistegd form. As of the date of this Placement Doent, 128,225,880
Equity Shares have been issued, all of which dhg faid.

Dividends

Under the Companies Act, unless the board of directecommends the payment of a dividend, the bblters at a
general meeting have no power to declare any dididSubject to certain conditions laid down by 8ac05 of the
Companies Act, no dividend can be declared or pgich company for any financial year except outha profits in
accordance with the provisions of the Companiesoha@ut of the profits for any previous financiaay(s) arrived at after
providing for unabsorbed depreciation or lossedchdver is lower, in accordance with the provisiofishe Companies
Act and remaining undistributed or out of both at of moneys provided by the central or state gowvemt for payment
of dividend in pursuance of a guarantee given by government.

Under the Articles, the shareholders at a genermstimy may declare a lower, but not higher, diviléhan that
recommended by the Board. Dividends are genereltjatied as a percentage of the par value. The Bwerthe power to
recommend such dividend payable to the equity slodderspari passuwith the existing equity share capital of our
Company during the relevant financial year, irresppe of the date of allotment. The dividend recoemabed by the Board
and approved by the shareholders at a generalmgestdistributed and paid to shareholders in pridgo to the paid-up
value of their shares as of the book closure ooreedate for which such dividend is payable. Initoid, the Board may
declare and pay interim dividends. Under the CorigsaAct, dividends can only be paid in cash (oclsfdo shareholders
listed on the register of members on the date wisidpecified as the "record date" or "book clogiate". No shareholder
is entitled to a dividend while any lien in respettinpaid calls on any of his/her shares is ontftay.

Any dividend declared shall be deposited in a sapdpank account within five days from the datéhef declaration of
such dividend. Dividends must be paid within 30d&pm the date of the declaration and any dividehith remains
unpaid or unclaimed after that period must be feansd within seven days of the expiry of the 3§-gariod (mentioned
aforesaid) to a special unpaid dividend accourd héla scheduled bank. Any money which remains idnraunclaimed
for seven years from the date of such transfer meistansferred by our Company to the Investor Btioie and Protection
Fund established by the Government pursuant tohwmmicclaim shall lie against our Company or our @any's directors
or the Investor Education and Protection Fund. @inss may be held criminally liable for any defauf the

aforementioned provisions.

Under the Companies Act, our Company may only pdivaend in excess of 10.0 per cent of paid-uptegfn respect
of any financial year, out of the profits of thaay after our Company has transferred to theirvesea percentage of our
Company's profits for that year ranging betweenp2iceent and 10.0 per cent, depending on theofat&ridend proposed
to be declared/paid in that year. The Companiedukttier provides that if the profit for a yearmadequate or absent, the
dividend for that year may be declared out of tbeuaulated profits earned in previous years anusfesred to reserves,
subject to the following conditions: (i) the ratedividend to be declared may not exceed the leskdre average of the
rates at which dividends were declared in the frears immediately preceding that year, or 10.0 qest of paid-up
capital; (i) the total amount to be drawn from tezumulated profits from previous years and temnel to reserves may
not exceed an amount equivalent to 10.0 per cérgaid-up capital and reserves and the amount awrdis first to be
used to set off the losses incurred in the findngar before any dividends in respect of prefeeeoc equity shares is
declared; and (iii) the balance of reserves afidrdkawals must not be below 15.0 per cent of pgidsapital.

Capitalisation of Reserves and Issue of Bonus Share

Article 171 permits our Company, by a resolution tbé shareholders in a general meeting, to reswlveertain
circumstances that certain amounts standing toctheit of certain reserves or securities premiurooant can be
capitalised and distributed by way of bonus shaB&sh amounts may also be utilised on behalf of @ampany's
shareholders to pay in full, either at par or ptami any unissued shares and/or to pay any amoanthéd time being
unpaid on any shares held by the members. Bonussimaust be issued pro rata to the amount of dgpétid up on
existing shareholdings.
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Any issue of bonus shares would be subject to theetines issued by SEBI. The relevant SEBI gurdsdiprescribe that
no company shall, pending conversion of convertigleurities, issue any shares by way of bonus silesmilar benefit

is extended to the holders of such convertible ritées; through reservation of shares in proportmsuch convertible part
of the convertible securities. Further, for theussce of such bonus shares, a company should metdedaulted in the
payment of interest or principal in respect of fixdeposits and interest on existing debenturesfbhandprincipal on

redemption of such debentures/bonds nor can bandedlared unless the partly paid-up shares dsegfaid-up.

The declaration of bonus shares in lieu of a divileannot be made. The bonus issue shall be mad# &ee reserves
built out of genuine profits or share premium amoeoilected in cash only. The reserves createcebgluation of fixed

assets cannot be capitalised. Further, a companydshave sufficient reason to believe that it hasdefaulted in respect
of the payment of statutory dues of the employseash as contribution to provident fund, gratuityd@m bonus. The
issuance of bonus shares must be implemented veithimonths from the date of approval by the badrdirectors or the

shareholders, whichever is later.

Pre-Emptive Rights and Alteration of Share Capital

Subject to the provisions of the Companies Act, @Gampany may increase its share capital by issnéw shares. Such
new shares shall be offered to existing sharehsliisted on the members' register on the recore idaproportion to the
amount paid-up on those shares at that date. Teaesifall be made by notice specifying the numbfeshares offered and
the date (being not less than 15 days from the afatke offer) after which the offer, if not accegf will be deemed to
have been declined. After such date, the Board diggose of the shares offered in respect of whizlacceptance has
been received, in such manner as they think moseftoéal to our Company. The offer is deemed tdude a right
exercisable by the person concerned to renouncshtines offered to him/her in favour of any otherspn provided that
the person in whose favour such shares have baenneed is approved by the Board in their absaligeretion.

Under the provisions of the Companies Act, new ehanay be offered to any persons whether or ndatetipersons
include existing shareholders, if a special resmtuto that effect is passed by the shareholdersuofCompany in a
general meeting. The issuance of the Equity Shapes conversion of the Bonds has been duly apprbyed special
resolution of the shareholders and such shareloler deemed to have waived their pre-emptive giglith respect to
such shares.

Our Company's issued share capital may be, amdrey things, increased by the exercise of warrattéstzed to any
securities of our Company, or individually issuedtitling the holder to subscribe for our Comparsflares or upon the
conversion of convertible debentures issued. Tsgei®f any convertible debentures or the takingngfconvertible loans,
other than from the Government and financial in§ths, requires the approval of a special resmtutif shareholders.

Our Company can also alter its share capital by @fay reduction of capital or by undertaking a bagl of shares under
the prescribed SEBI guidelines.

Articles 4, 10 and 11 provide that our Company rimag general meeting, from time to time increasecépital by the
creation of new shares and may consolidate or subedits share capital, convert all or any offity paid-up Shares into
stock and reconvert that stock into fully paid-umafes or cancel Shares which have not been takéy apy person. Our
Company may also from time to time by special nesoh reduce its capital.

Preference Shares

Preferences share capital is that part of the ppidapital of our Company which fulfils both thejpirements below:-

(i) that with respect to dividend, it carries orliwdarry a preferential right to be paid a fixed @amt or an amount
calculated at a fixed rate; and

(ii) that with respect to capital, it carries orlvagiarry on a winding-up of the company, a preféig@might to be repaid the
amount of the capital paid-up or deemed to have pea&-up, subject to the provisions of the ComesuAict.

Under the Companies Act, the Company may issueeradble preference shares but (i) no such sharésshedeemed
except out of profits of the Company which woultherivise be available for dividends or out of thegaeds of a fresh
issue of shares made for the purposes of the re@@myii) no such shares shall be redeemed uritesg are fully paid;
(i) the premium, if any, payable on redemptioraléthave been provided for out of the profits o Bompany or out of
the Company's share premium account, before theshae redeemed; (iv) where any such shares@eemed otherwise
than out of the proceeds of a fresh issue, thead, sbut of profits which would otherwise have beawailable for
dividends, be transferred to a reserve fund, tecdlled the Capital Redemption Reserve Account,ra squal to the
nominal amount of the shares redeemed; and (\Wrinsions of the Companies Act relating to theuatbn of the share
capital of a company shall apply as if such resaceunt were paid-up share capital of such compareference shares
must be redeemable before the expiry of a peridtDofears from the date of their issue.
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General Meetings of Shareholders

The Company must hold its annual general meetiot gaar within 15 months of the previous annualegaihmeeting
and in any event not later than six months after éhd of each accounting year, unless extendeddyRegistrar of
Companies, at the Company's request for any spesaalon, by a period not exceeding three months. Bdard may
convene an extraordinary general meeting of sh#el® when necessary or at the request of a shderhor
shareholders holding in the aggregate not lesstBgper cent of the Company's paid-up capital yirgra right to vote in
respect of the relevant matter on the date of épmsit of the requisition).

Written notices convening a meeting setting outdhte, place and agenda of the meeting must be& givenembers at
least 21 days prior to the date of the proposedtingeeA general meeting may be called after givelprter notice if
consent is received from all shareholders, in gmeof an annual general meeting, and from shatefsoholding not less
than 95 per cent of the Company's paid-up capitahe case of any other general meeting. Curretity Company gives
written notices to all members. General meetingsgamerally held in Mumbai, India. The quorum fogemeral meeting
of the Company is five members personally present.

A company intending to pass a resolution relatimgnaitters such as, but not limited to, amendingtijects clause of the
Memorandum, issue of shares of differential votiights as to voting or dividend or otherwise, vaoa in the rights
attached to a class of shares or debentures ar sgharities, buyback of shares under the Compakugsgiving loans or
extending guarantees in excess of limits prescribeter the Companies Act and guidelines issuectimgler or selling or
disposing of the whole or substantially the whdléhe undertaking of the Company, is required ttavbpassage of the
resolution by means of a postal ballot insteadarigacting the business in the general meetingeoédmpany. A notice to
all shareholders shall be sent along with a desfblution explaining the reasons thereof and reigesach shareholder to
send his/her assent or dissent in writing on agbdistilot within a period of 30 days from the dafgosting the letter.

Voting Rights

At a general meeting, upon a show of hands, evamiper holding shares and entitled to vote and ptéseyerson has
one vote. Upon a poll, the voting rights of eachrsholder entitled to vote and present in persobyoproxy, are in the
same proportion as the capital paid-up on eactediisld by such shareholder to the total paid-ujtadagf the Company.
Voting is by show of hands, unless a poll is ordelg the chairman of the meeting or demanded blyaaetiolder or
shareholders holding at least 10 per cent of thimgaights in respect of the resolution or by thdwlding paid-up capital
of at least Rs.50,000 (that is, 50,000 shares df Bach).

Ordinary resolutions may be passed by simple nigjofithose present and voting at any general mgdtr which the

required period of notice has been given. Speesdlutions require that the votes cast in favouhefresolution by those
present and voting must be at least three times/thes cast against the resolution. Under the CoiapaAct, some

matters that require special resolution are amentBiie the Articles, members voluntary winding digsolutions, merger
or consolidation, issue of shares to persons dktaer existing shareholders, etc.

A shareholder may exercise his voting rights byxprto be given in the form required by the Articl&@e instrument
appointing a proxy is required to be lodged witle tompany at least 48 hours before the time ofntieeting. A
shareholder may, by a single power of attorneyntggageneral power of representation regardingraégeneral meetings
of shareholders. Any shareholder of the company apgpint a proxy. A corporate shareholder is afgdled to nominate
a representative to attend and vote on its behajeaeral meetings, subject to necessary boardutesopassed by the
corporate shareholder. A proxy may not vote exoepd poll and does not have a right to speak atingge A shareholder
which is a legal entity may appoint an authorisegiesentative who can vote in all respects asviember both by show
of hands and by poll.

The Companies Act allows for a company to issueeshavith differential rights as to dividends, vatior otherwise,
subject to certain conditions. In this regard, aes require that, for a company to issue sharéis differential voting
rights: (i) the company must have had distributaiteits (in accordance with the requirements af @ompanies Act) for
the three financial years preceding the year irctwlii was decided to issue such shares; (ii) thepamy must not have
defaulted in filing annual accounts and annualrrettior the three financial years immediately pdieg the financial year
of the year in which it was decided to issue suwres; (iii) the articles of association must allimvthe issuance of such
shares with differential voting rights; and (iv)cbuother conditions set forth in the Companiesu@gssf Share Capital with
Differential Voting Rights) Rules, 2001.

Register of Members and Record Dates
Our Company is obliged to maintain a register ofmbers at its registered office in Mumbai or witle thpproval of its

members by way of a special resolution and witbrgritimation to the Registrar of Companies, at iMarLines, Mumbai,
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India at some other place in the same city. Théstegand index of beneficial owners maintainedabyepository under
the Depositories Act 1996 is deemed to be an imdenembers and register and index of debentureehgldhe Company
recognises as members only those persons who appeits register of members and it cannot recogaisg person
holding any share or part of it upon any trust,regp, implied or constructive, except as permitigdaw. The Company
has appointed Link Intime India Private Limiteditssshare transfer agent and as its registrar potsio the Agreement
dated June 13, 2006.

In the case of shares held in physical form, then@any's registrars and transfer agents registesfees of shares on the
register of shareholders upon lodgment of the dtdynped share transfer form executed by or on behtte transferor

and by or on behalf of the transferee and duly detapn all respects, accompanied by a share icaitf or, if there is no

certificate, the letter of allotment in respectstfares transferred. In respect of transfer of shhedd in the depository
form, the transfer of shares is effected by theodipry entering the name of the purchaser in dtskis as the beneficial
owner of the shares. In turn, the Company entesttme of the depository in its records as thestexgid owner of the
shares.

The beneficial owner is entitled to all the righisd benefits, as well as the liabilities, with respto the shares that are
held by the depository. Transfer of beneficial ovehég through a depository is exempt from any statafy but each
depository participant may have its own deposittmgrges. A transfer of shares by way of stock femrferm attracts
stamp duty at the rate of 0.25 per cent of thesfearprice.

For the purpose of determining the shareholdeesCbmpany may, after giving not less than seveis'gagvious notice
by advertisement in some newspaper circulatingpéndistrict where the registered office of the Campis situated, close
the register of members for periods not exceedibigddys in any one year and 30 days at any one timerder to
determine the shareholders entitled to dividendsGbmpany keeps the register of shareholders closespproximately
10 to 15 days in each year. Under the listing reijuhs of the stock exchanges on which our Compaoytstanding
shares are listed, our Company may, upon at léasiays' advance notice to such stock exchange®l(diays' advance
notice in the event the Company's shares are tradélde stock exchanges in physical form), setarcedate and/or close
the register of members in order to ascertain themtity of shareholders. The trading of shares treddelivery of
certificates in respect thereof may continue wthikeregister of shareholders is closed.

Under the Companies Act, the Company is also requm maintain a register of debenture holders.
Annual Reports and Financial Results

The annual report must be laid before the annua¢igd meeting. This report contains audited finainsiatements as of
the date of the closing of the financial year, arth report and Director's report and includegaterother financial
information, a corporate governance section andagement's discussion and analysis. It is sentaoelblders, and also
made available for inspection at the Company'ssteggd office during normal working hours for 2lysigrior to the
annual general meeting.

Under the Companies Act, the Company must filaftsual report with the Registrar of Companies witBd days from
the date of the relevant annual general meetingletrhe listing agreement between the Company aedStock
Exchanges (thelisting Agreement’), six copies of the annual report and of all oes of general meetings and all
periodical and special reports which may be issmethe Company are required to be sent to the Sockanges. The
Company must also publish its financial resultatifeast one English language daily newspaperlatiog in the whole or
substantially the whole of India and also in a rmeaper published in the language of the region witeeeCompany's
registered office is situated.

The Company files certain information on-line, tmting its annual report, quarterly financial sta¢ens, the shareholding
pattern statement and such other statements, iafammand reports as may be specified by SEBI ftione to time in
accordance with the requirements of the Listinge®gnent.

Transfer of Equity Shares

Shares held through depositories are transferredeirform of book entries or in electronic formdocordance with the
regulations laid down by SEBI. These regulationsvjate for the functioning of the depositories ahd participants and
set out the manner in which the records are todm &nd maintained and the safeguards to be fotlawehis system.
Transfers of beneficial ownership of shares heldubgh a depository are exempt from stamp duty. Thenpany has
entered into an agreement for such depository aeswvith the National Securities Depository Limitead the Central
Depository Services (India) Limited.

The SEBI requires that for trading and settlemanppses, a company's shares be in book-entry formalf investors,
except for transactions that are not made on & #mchange and transactions that are not requirdst treported to the
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stock exchange. The requirement to hold sharesak-entry form will apply to holders of the FCCB @&mthey acquire
Equity Shares upon conversion. In order to tradthénEquity Shares in the Indian market, the camgholder of the
FCCB will be required to comply with the procedusdsove. Equity Shares are freely transferable,estitgjnly to the
provisions of the Companies Act under which, ifansfer of shares contravenes the SEBI provisiorteeregulations
issued under it, or any other law for the time geimforce, the Company Law Board (the quasi-juibiody constituted
pursuant to Section 10E of the Companies Act, 1956y, on an application made by the Company, asi&py
incorporated in India, an investor, the SEBI ortaier other parties, direct a rectification of thegister of records. If a
company without sufficient cause refuses to regiatéransfer of shares within two months from tlaedof which the
instrument of transfer is delivered to the compattng transferee may appeal to the Company Law Beaeking to
register the transfer of equity shares. The Compay Board may, in its discretion, issue an intearder suspending the
voting rights attached to the relevant equity shidrefore completing its investigation of the al@gentravention. By the
Companies (Second Amendment) Act, 2002, the Compaaw Board is proposed to be replaced by the Nation
Company Law Tribunal, which is expected to be getshortly. Pursuant to the Listing Agreement, ie #vent the
Company has not effected the transfer of Shardgmitne month or where the Company has failed toroonicate to the
transferee any valid objection to the transfer initie stipulated time period of one month, iteguired to compensate
the aggrieved party for the opportunity loss caudedng the period of the delay. The Companies gxavides that the
shares or debentures of a public listed compangh(sis the Company) shall be freely transferablee Tompany's
Articles provide for certain restrictions on thartsfer of shares, including granting power to theafd in certain
circumstances, to refuse to register or acknowladmesfer of shares or other securities issuechbyldsuer. However,
under the Companies Act, the enforceability of &keansfer restrictions is unclear.

Power of the Company to purchase its own Shares/buyack of Shares

A company is prohibited from acquiring its own sf®mmnless the consequent reduction of capital fectel by an

approval of at least 75 per cent of its sharehsldeting on the matter in accordance with the CarigsaAct. Moreover,

subject to certain conditions, a company is praéiirom giving whether directly or indirectly amdhether by means of a
loan, guarantee, the provision of security or otlige, any financial assistance for the purposerah @onnection with a

purchase or subscription made or to be made byparson of or for any shares in the company oraldihg company.

However, pursuant to certain amendments to the @aiap Act, a company is empowered to purchasentsshares or

other specified securities out of its free resertles securities premium account or the proceedmgfshares or other
specified securities (other than the kind of sharesther specified securities proposed to be bbbglk), subject to
certain conditions, including:

(i) the buyback should be authorised by its articddeassociation;
(i) a special resolution should have been passedgeneral meeting authorising the buyback;
(i) the buyback is for less than 25 per centthef total paid-up capital and free reserves;

(iv) the debt (including all amounts of unsecured secured debt) owed by the Company is not mae thvice the
capital and free reserves after such buyback; and

(v) the buyback is in accordance with the Secwited Exchange Board of India (Buyback of SecuditiRegulation,
1998.

The condition mentioned in (ii) above would notdmplicable if the buyback is for less than 10 partof the total paid-
up equity capital and free reserves of the commamy provided that such buyback has been authobigaetie board of
directors of the company. Further, a company buyiagk its securities is not permitted to buyback securities for a
period of one year from the buyback or to issuestiae kind of shares or other securities exceptdyyof bonus issue or
in the discharge of subsisting obligation such@sversion of warrants, stock option schemes, segaity or conversion
of preference shares or debentures into equityeshir six months from the buyback date. The afidesestriction
relating to the one year period does not applyltayback authorised by a special resolution ofstereholders in general
meeting. Every buy back has to be completed wighgreriod of one year from the date of passing efsiecial resolution
or resolution of the Board as the case may be. Mpamy buying back its securities is required toingxtish and
physically destroy the securities so bought bacthiwiseven days of the last date of completionhaf buyback. A
company is also prohibited from purchasing its ostrares or specified securities through any subrgidiampany,
including its own subsidiary companies or througl mvestment company (other than a purchase a&sha accordance
with a scheme for the purchase of shares by trsisiBer for shares to be held by or for the bermfiemployees of the
company) or if the company is defaulting on theasapent of deposit or interest, redemption of delrest or preference
shares or payment of dividend to a shareholdeepayment of any term loan or interest payable threte any financial
institution or bank, if the company is listed andhes to buy back its shares or specified secsirftie the purpose of
delisting its shares or specified securities ahmevent of non-compliance with certain other gions of the Companies
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Act. Every buy-back has to be completed within eqaeof one year from the date of passing of thec&d resolution or
the resolution of the Board of Directors, as theecaay be.

Disclosure of Ownership Interest

Section 187C of the Companies Act requires berafimivners of shares of Indian companies who arehotiters on

record to declare to the Company details of thedrobn record and the holder on record to declataild of the beneficial
owner. Any person who fails to make the requiredatation within 30 days may be liable for a firfeup to Rs.1,000 for
each day the declaration is not made. Any chargenigsory note or other collateral agreement cteaggecuted or
entered into with respect to any share by the temgid owner thereof, or any hypothecation by tlgistered owner of any
share pursuant to which a declaration is requindaetmade under Section 187C, shall not be enfoleds the beneficial
owner or any person claiming through the beneficwher if such declaration is not made. Failuredmply with Section

187C will, inter alia, not affect the obligation of the Company to régjis transfer of shares or to pay any dividendbdo
registered holder of any shares pursuant to which sleclaration has not been made.

Liquidation Rights

Subject to the provisions of the Companies Actldiding in particular the rights of employees, tleguirement to pay
statutory dues and the rights of creditors as doathin Sections 529A and 530 thereof), and oftibkelers of any other
shares entitled by their terms of issue to pret@knepayment over the Equity Shares, in the ewdrthe Company's
winding-up, the holders of the Equity Shares atitled to be repaid the amounts of capital paidugredited as paid up
on such Shares or in case of shortfall, proportega All surplus assets remaining after paymenis tb employees,
statutory dues, the holders of any preference shamd other creditors in accordance with Secti@®A\5and 530 of the
Companies Act belong to the holders of the equigres in proportion to the amount paid-up or ceetlds paid-up on
such Shares, respectively, at the commencemeheafinding-up.

Board of Directors
Notice and Quorum

Under our Company's Articles of Association, subjecSection 287 of the Companies Act, the quoramaf meeting of
the Board of Directors of our Company shall be il of its total strength or two directors whielee is higher, provided
that where at any time the number of interesteelcttirs exceeds or is equal to two thirds of thel tstrength in number,
the remaining Directors, that is to say, the nundfeDirectors, who are not interested, presenhatrheeting being not
less than two, shall be the quorum during such imgeflotice of every meeting of the board or conbeaitthereof shall be
given in writing to every Director for the time Ingiin India and at his usual address in India anelery other Director.

Interested Directors

Interested Directors are not allowed to take pathe discussion of, or vote on, any arrangemettiteifdirector is in any
way, directly or indirectly, interested in the argement. In addition, the director is required igclbse the nature of his
interest under Section 299 of the Companies ActlddiSection 297 of the Companies Act, the consktiteoBoard of

Directors is required where a director of our Compar his relative, firm in which such a directarrelative is a partner,
any other partner in such a firm, or a private campof which the director is a member or proposesrter into certain
contracts with our Company.

Director Compensation

Each Director, other than the whole time paid doexmay be paid such fee as may be prescribed umdian law and as
approved by the board for each meeting of the boam committee thereof attended by him. The Daectay also be
paid the expenses as decided by the Board fromtintiene in attending a meeting of the Board omamittee of the
Board.

Rotation

One-third of the Directors who are liable to ratient by rotation and if their number is not threemultiple of three then
the number nearest thereto shall retire at eachageneral meeting.
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TAXATION

The Board of Directors,
Prime Focus Limited
2" Floor, Building H,
Main Frame IT Park,
Royal Palms
Goregaon East,
Mumbai 400 065

Dear Sirs,
Re: Possible Direct Tax Benefits available under thexisting tax laws to the Company and it's Shareliders

As desired by you, we enclose an “Annexure” giving details of possible Direct Tax Benefit avaiéatd Prime Focus
Limited and its Shareholders under the currentd@ifeax Laws, in India.

Several of these benefits are dependent on the &@oympr its Shareholders fulfilling the conditionegcribed under the
relevant tax laws and their interpretations. Hetheeability of the Company or its Shareholdersedwk the tax benefits is
dependent upon fulfilling such conditions, whictséa on business imperatives it faces in the futive,Company / its
Shareholders may or may not choose to fulfil.

The benefits discussed in the enclosed Annexureatr@xhaustive. This statement is only intendeg@rtmvide general
information to the investors and is neither desifgner intended to be a substitute for professideraladvice. In view of
the individual nature of the tax consequences haathanging tax laws, each investor is adviseatswlt his or her own
tax consultant with respect to the specific taxliogtions arising out of their participation in tresue and we are absolved
of any liability to the shareholder or placing agice upon the contents of this material.

We do not express any opinion or provide any asseras to whether:
* The Company or its Shareholders will continue ttaobthese benefits in future; or

«  The conditions prescribed for availing the benedite been / would be met with; or
e The revenue authorities / courts will concur whk wiews expressed herein.

Our views are based on the existing provisiongwafand its interpretation, which are subject tongfeafrom time to time.
We do not assume responsibility to up-date the siemnsequent to such changes.

The contents of this Annexure are based on infdomaind explanations obtained from the Companyanthe basis of
our understanding of the business activities aretains of the Company and the interpretatioruofent tax laws.

While all reasonable care has been taken in theapa&ion of this opinion, we accept no responsibiior any errors or
omissions therein or for any loss sustained bypargon who relies on it.

This report is intended solely for information afod the inclusion in the Placement Document retatim the offering of
Equity Shares of the Company to qualified instinél buyers (as such term defined under chaptdrofithe Securities
and Exchange Board of India (Issue of Capital aistiDsure Requirements) Regulations 2009 (BEBI Regulations)
and is not to be used, referred to or distributecahy other purpose without our prior written cams

Thanking you,

Yours faithfully,

ForV. Shivkumar &Associates

Chartered Accountants

Firm Registration Number: 112781W

V. Shivkumar

Membership No. 42673

Mumbai,

Date: 29" October, 2010
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ANNEXURE TO STATEMENT OF POSSIBLE DIRECT TAX BENEFI TS AVAILABLE TO THE COMPANY
AND ITS SHAREHOLDERS

I. SPECIAL TAX BENEFITS AVAILABLE TO THE COMPANY AN D IT'S SHAREHOLDERS

There are no special tax benefits available to Gow@nd its shareholders.
Il. GENERAL TAX BENEFITS AVAILABLE TO THE COMPANY A ND ITS SHAREHOLDERS:
A) To the Company

1. Subject to compliance of certain conditions laidvddn Section 32 of the Income Tax Act, 1961 (l.Act) the
Company will be entitled to a deduction for depation in respect of tangible assets and intangibkets being
in the nature of know-how, patents, copyrightsderaarks, licenses, franchises or any other busioess
commercial rights of similar nature acquired orafier 1st day of April, 1998 at the rates presatibeder the
Income Tax Rules, 1962;

2. Dividend income from shares, is exempt from incamaee in accordance with and subject to the provisioh
section 10(34) read with Section 115-O or sectid(8%), respectively, of the I. T. Act. As per theyisions of
Section 14A of the I. T. Act, no deduction is alkxvin respect of any expenditure incurred in refato such
dividend income to be computed in accordance vkighprovisions contained therein. Also, Section P4€&he I.
T. Act provides that losses arising from the sede&fer of shares purchased within a period oktinenths prior
to the record date and sold/transferred within éhneonths after such date, will be disallowed to éxéent
dividend income on such shares are claimed asemt.

3. Under section 10(38) of the I. T. Act, the longrtecapital gains arising on transfer of securitihjch are
chargeable to Securities Transaction T&&T(T"), are exempt from tax in the hands of the comparhe STT
will be levied on purchase or sale of Equity Shametered into in a recognised stock exchange ialdbwever,
such long term capital gain shall be taken intmaot in computing the book profit and income taygide under
section 115JB.

4. The Company will be entitled to amortise prelimynaxpenditure, being expenditure incurred on puisktie of
shares under section 35D of the I. T. Act, subj@the limit specified therein.

5. As per the provisions of Section 112 of the I. Tt,Aother long-term capital gains arising to thenpany are
subject to tax at the rate of 20% (plus applicahlecharge, education cess and secondary & higheragdn
cess). However, as per the Proviso to that sectimjong-term capital gains resulting from trangié listed
securities (not covered by section 10(36) and 1)0¢8&e I. T. Act), are subject to tax at the rat0% on long-
term capital gains worked out after consideringekation benefit (plus applicable surcharge, edonatess and
secondary & higher education cess), which woulddstricted to 10% of long-term capital gains worlad
without considering indexation benefit (plus apalite surcharge, education cess and secondary &ethigh
education cess).

6. As per the provisions of section 111A of the I. Act, short-term capital gains arising to the comp#fmom
transfer of Equity Shares in any other companyughoa recognized Stock Exchange is subject tottéxearate
of 15% (plus applicable surcharge, education cedssacondary & higher education cess), if suclastction is
subjected to STT. In accordance with and subjetitéaconditions specified in Section 54EC of thé.lAct, the
company would be entitled to exemption from taxl@mg-term capital gain (not covered by Section 6)@nd
Section 10(38) of the I. T. Act) if such capitaimgés invested in any of the long-term specifiededs (herein the
manner prescribed in the said section) for investmeade on or after 1st day of April 2007, the eggam would
be restricted to the amount which does not excagib&s Fifty Lacs during the financial year. If tiew asset is
transferred or converted into money at any timéniwit. period of three years from the date of itguésition, the
amount of Capital Gains for which exemption is &diearlier would become chargeable to tax as teng-
capital gains in the year in which such new assdtansferred or converted into money. If only atipa of
capital gain is so invested, the exemption is atédaé proportionately. The bonds presently specifigtiin this
section are bonds issued by National Highway Authaf India (NHAI) and Rural Electrification Corpation
Ltd (REC).

7. The Corporate Tax Rate for the Assessment Year 20012 shall be 30% (plus applicable surchargegatibn
cess and secondary & higher education cess).
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B)

10.

11.

12.

13.

As provided under section 115JB, the Company lddido pay income tax at the rate of 18% (plus iapple
surcharge, education cess and secondary & higheraédn cess) on the Book Profit as per the promssiof
section 115JB if the total tax payable as computeder the I. T. Act is less than 18% of its BoolofRras
computed under the said section.

Under Section 115JAA, credit shall be allowed of &inimum Alternate Tax (MAT) paid under Section5UB
of the I. T. Act. Credit eligible for carry forwaid the difference between MAT paid and the tax poted as per
the normal provisions of the I. T. Act. However imberest shall be payable on the tax credit unter $ub-
section. Such MAT credit shall be available for-sfftup to 10 years succeeding the year in whiah MAT
credit initially arose.

Under Section 1150, the domestic company will bewadd to set-off the dividend received from its sidiary
company during the financial year against the dimdl distributed by it, while computing the Dividend
Distribution Tax (DDT) if:

- the dividend is received from its subsidiary

- the subsidiary has paid the DDT on the dividenttithisted

- the domestic company is not a subsidiary of angrotbmpany
Provided that the same amount of dividend shalbedataken into account for reduction more than once

For the purpose of this sub-section a company &ieali subsidiary of another company, if such otieenpany
holds more than half in nominal value of the eqstigare capital of the company.

In accordance with and subject to the conditiorecsi@d under Section 80-1B(10) of the I. T. AdietCompany
is eligible for hundred percent deduction of thefjps derived from development and building of hogsprojects
approved before 31 March, 2008, by a local authatibject to fulfilment of conditions mentioned tbia.

Under section 24(a) of the I. T. Act, the Compasgligible for deduction of thirty percent of thenaial value of
the property (i.e. actual rent received or recdiam the property or any part of the property wtiglet out).

Under section 24(b) of the I. T. Act, where the gedy has been acquired, constructed, repaire@weh or
reconstructed with borrowed capital, the amountintérest payable on such capital shall be allowsdaa
deduction in computing the income from house prigpdn respect of property acquired or construciath
borrowed capital, the amount of interest payabletlie period prior to the year in which the propdras been
acquired or constructed shall be allowed as dealudti computing the income from house propertyive £qual
instalments beginning with the year of acquisitiwrtonstruction.

To the Shareholders of the Company
Resident Members:

Dividend income of shareholders is exempt from imedax under section 10(34) read with Section 11&-Me
I. T. Act. As per the provisions of Section 14A thie I. T. Act, no deduction is allowed in respettany
expenditure incurred in relation to such dividemdadme to be computed in accordance with the pravssi
contained therein. Also, Section 94(7) of the |AEt provides that losses arising from the salegfer of shares
purchased up to three months prior to the recote aad sold or transferred within three monthsrafteh date,
will be disallowed to the extent dividend incomesuth shares are claimed as tax exempt by theteidess

Any income arising from the transfer of Equity Shaeld for the period of 12 months or more and hsl€apital
Asset is exempt under section 10(38), where thesaetion of sale of such equity share is entereduthh
recognized Stock Exchange on or after 1-10-2004santl transaction is chargeable to STT.

Under section 54EC of the I. T. Act, 1961 and scibje the conditions and to the extent specifieztein, long
term capital gain (in case not covered under sed@®(38) of the I. T. Act) arising on the transéérshares of the
Company will be exempt from capital gains tax & ttapital gain is invested within a period of 6 thsnafter the
date of such transfer for a period of at least&yén bonds issued by

National Highway Authority of India constituted wrdSection 3 of The National Highway Authority of
India Act, 1988;

Rural Electrification Corporation Limited, the Coany formed and registered under the Companies Act,
1956;
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If only part of the capital gain is so reinvestéite exemption shall be proportionately reduced. ameunt so
exempted shall be chargeable to tax subsequehthe specified assets are transferred or conveviddn three
years from the date of their acquisition. For Iriie=nt made on or after 1st day of April 2007, tkeraption
would be restricted to the amount which does noeed Rupees Fifty Lacs during the financial year.

3. Under Section 54F of the I. T. Act and subjecthe tonditions and to the extent specified therieing term
capital gains (in cases not covered under sect@38) of the I. T. Act) arising to an individual ¢tindu
Undivided Family (HUF) on transfer of shares of tbempany will be exempt from capital gains tax sebjto
other conditions, if the net sales consideratiomfisuch shares are used for purchase of residantiake property
within a period of one year before or two yearafte date on which the transfer took place orctmrstruction of
residential house property within a period of thyears after the date of transfer.

Such benefit will not be available if the individwat HUF

a) owns more than one residential house, other thramékw residential house, on the date of transfénef
shares; or

b) purchases another residential house within a pefi@the year after the date of transfer of the eaor

c) constructs another residential house within a pleoithree years after the date of transfer ofsteres;
and

d) the income from such residential house, other tienone residential house owned on the date of
transfer of the original asset, is chargeable utttehead “Income from house property”.

If only a part of the net consideration is so ineds so much of the capital gains as bears to thaenof the
capital gain the same proportion as the cost ofnéhe residential house bears to the net consideratiall be
exempt. If the new residential house is transfewdtiin a period of three years from the date ofcpase or
construction, the amount of capital gains on which was not charged earlier, shall be deemed tmdmmme
chargeable under the head “Capital Gains” of thee irewhich the residential house is transferred.

4. As per section 74 of the I. T. Act, short term talpioss suffered during the year is allowed tosbeoff against
short-term as well as long term capital gain of $hé year. Balance loss, if any, could be carfedard for
eight years for claiming set off against subsequyestr’'s short - term as well as long-term capit@hg. Long
term capital loss suffered during the year is aldwo be set-off against long term capital gaireaBce loss, if
any, could be carried forward for eight years ftairning set off against subsequent year’'s long-teapital
gains.

5. Under section 111A of the I. T. Act, capital gaarssing to a shareholder from transfer of shonngeicapital
assets, being an equity share in the company,ezhteto in a recognized stock exchange in Indid lvélsubject
to tax at the rate of 15% (plus applicable surchaeglucation cess and secondary & higher educegiss).

6. Under Section 112 of the I. T. Act and other refgvarovisions of the I. T. Act, long term capitaigs (not
covered under section 10(38) of the I. T. Act)iagson transfer of shares in the Company, if sharesheld for a
period exceeding 12 months, shall be taxed at @ o&t20% (plus applicable surcharge, education eess
secondary & higher education cess) after indexai®mprovided in the second proviso to Section 48tdr0%
(plus applicable surcharge, education cess andhdacp & higher education cess) (without indexatjaat) the
option of the Shareholders.

Non Resident Indians/Members other than Flls and Freign Venture Capital Investors:

1. Dividend income of shareholders is exempt from inedax under section 10(34) read with Section 11&-@e
I. T. Act. As per the provisions of Section 14A thie I. T. Act, no deduction is allowed in respettany
expenditure incurred in relation to such incomechhiloes not form part of total income under theoine Tax
Act, 1961. Also, Section 94(7) of the I. T. Act pitbes that losses arising from the sale/transfestares
purchased up to three months prior to the recote aiad sold or transferred within three monthsrafteh date,
will be disallowed to the extent dividend incomesuth shares are claimed as tax exempt by thetsidess.

2. Any income arising from the transfer of a long tecapital asset (i.e. capital asset held for théopeof 12
months or more) being an Equity Share in a compsrgxempt under section 10(38), where the trarsaaf
sale of such equity share is entered through rezednStock Exchange on or after 1-10-2004 and such
transaction is chargeable to STT.
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3. Taxon income from investment and long term capjéahs (other than those exempt under section }0(38

A non-resident Indian (i.e. an individual beingitizen of India or person of Indian Origin) has @ption to be
governed by the provisions of Chapter XIIA of theTl Act Provisions Relating to certain incomesNiin-
Residents”

e Under section 115E of the I. T. Act, where sharethe company are subscribed for in convertiblesigor
Exchange by a non-resident Indian, capital gairsnar to the non resident on transfer of shared Fal a
period exceeding 12 months shall (in cases not redvainder section 10(38) of the I. T. Act) be
concessionally taxed at a flat rate of 10% (plusliapble surcharge, education cess and seconddnigt&er
education cess) without indexation benefit but vpitbtection against foreign exchange fluctuatiodarrthe
first proviso to section 48 of the I. T. Act.

« Capital gain on transfer of Foreign Exchange Ass®isto be charged in certain cases

Under provisions of section 115F of the I. T. Aoig term capital gains (not covered under sec1io88)

of the I. T. Act) arising to a non-resident Indiirom the transfer of shares of the company subsdrib in
convertible Foreign Exchange shall be exempt frocoine tax if the net consideration is reinvested in
specified assets within six months of the dataanigfer. If only part of the net considerationdsrsinvested,

the exemption shall be proportionately reduced. Bn@ount so exempted shall be chargeable to tax
subsequently, if the specified assets are tramsfeor converted within three years from the datehefr
acquisition.

* Return of income not to be filed in certain cases

Under provisions of section 115-G of the I. T. Aittshall not be necessary for a non-resident imdia
furnish his return of income if his only sourceinfome is investment income or long term capitahgar
both arising out of assets acquired, purchasedubscsibed in convertible foreign exchange and tax
deductible at source has been deducted there from.

e Under section 115-1 of the I. T. Act, a non-residimian may elect not to be governed by the piowis of
Chapter XII-A for any assessment year by furnistiiggreturn of income under section 139 of the.lAt
declaring therein that the provisions of this Cleashall not apply to him for that assessment pealr if he
does so the provisions of this Chapter shall nptyaip him, instead the other provisions of th&.lAct shall

apply.
Other Provisions

4. Under proviso to section 48 of the I. T. Act, irseabf a non resident, in computing the capital gaimsing from
transfer of shares of the company acquired in cdife foreign exchange (as per exchange contigllegions),
protection is provided from fluctuations in the walof rupee in terms of foreign currency in whible original
investment was made. Cost indexation benefitsnwillbe available in such a case.

5. Under section 54EC of the I. T. Act and subjecth® conditions and to the extent specified thereing term
capital gain (in case not covered under sectior38)06f the I. T. Act) arising on the transfer ofasbs of the
Company will be exempt from capital gains tax i ttapital gain are invested within a period of énthe after
the date of such transfer for a period of at |I8agtars in bonds issued by

a. National Highway Authority of India constitutedder Section 3 of The National Highway Authorifylodia
Act, 1988;

b. Rural Electrification Corporation Limited, the@@pany formed and registered under the CompanigsL866;

If only part of the capital gain is so reinvestéite exemption shall be proportionately reduced. ameunt so
exempted shall be chargeable to tax subsequehthe specified assets are transferred or conveviddn three
years from the date of their acquisition. For InmeEnt made on or after 1st day of April 2007, tlkereption
would be restricted to the amount, which does roted Rupees Fifty Lacs during the financial year.

6. Under Section 54F of the I.T. Act and subject te donditions and to the extent specified therainglterm
capital gains (in cases not covered under sect@38) of the I. T. Act) arising to an individual ¢tindu
Undivided Family (HUF) on transfer of shares of tbempany will be exempt from capital gains tax sebjto
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10.

other conditions, if the sale proceeds from suchreshare used for purchase of residential hougeepsowithin a
period of one year before or two year after theedat which the transfer took place or for constamctof
residential house property within a period of thyears after the date of transfer.

Such benefit will not be available if the individuat Hindu Undivided Family

a) owns more than one residential house, otherttfeanew residential house, on the date of tramdfére shares;
or

b) purchases another residential house within mgef one year after the date of transfer of thares; or
¢) constructs another residential house withinreodeof three years after the date of transfehefsharesand

d) the income from such residential house, othen tihe one residential house owned on the datewos$fer of
the original asset, is chargeable under the heambthe from house property”.

If only a part of the net consideration is so ineds so much of the capital gains as bears to thaenof the
capital gain the same proportion as the cost ofnthe residential house bears to the net consideratiall be
exempt. If the new residential house is transfewdtiin a period of three years from the date ofcpase or
construction, the amount of capital gains on which was not charged earlier, shall be deemed tmdmmme
chargeable under the head “Capital Gains” of the yrewhich the residential house is transferred.

As per section 74 of the I. T. Act, short term talpioss suffered during the year is allowed tosbeoff against
short-term as well as long term capital gain of $hé year. Balance loss, if any, could be carfedard for
eight years for claiming set off against subseqyeat’s short- term as well as long-term capitahgialLong term
capital loss suffered during the year is allowedbéoset-off against long term capital gains. Bataless, if any,
could be carried forward for eight years for claimset off against subsequent year’s long termtalagains.

Under section 111A of the I. T. Act, capital garssing to a shareholder from transfer of shonnteicapital
assets, being an equity share in the company,ezhteto in a recognized stock exchange in Indid lvél subject
to tax at the rate of 15% (plus applicable surchaeglucation cess and secondary & higher educegiss).

Under section 112 of the I. T. Act and other retgvarovisions of the I. T. Act, long term capitadigs (not
covered under section 10(38) of the I. T. Act)iagson transfer of shares in the company, if sharesheld for a
period exceeding 12 months shall be taxed at acb®0% (plus applicable surcharge & education cass
secondary & higher education cess) after indexadi®provided in the second proviso to section 48véver,
indexation will not be available if the investmésimade in foreign currency as per the first provs section 48
stated above, or it can be taxed at 10% (plus egipk surcharge & education cess and secondarygBehi
education cess on income tax) (without indexatiahjhe option of assessee.

As per section 90(2) of the I. T. Act, the provissoof the I. T. Act would prevail over the provisfof the tax
treaty to the extent they are more beneficial ®oNon Resident shareholder. Thus a non-residentisblaer can
opt to be governed by the beneficial provisionambpplicable tax treaty.

Foreign Institutional Investors (FIIs)

1.

By virtue of section 10(34) of the I. T. Act, incenearned by way of dividend income from domestimgany
referred to in section 1150 of the I. T. Act, arempt from tax in the hands of the institutionalastor.

In terms of section 10(38) of the I. T. Act, anndpterm capital gains arising to an investor froamsfer of long-
term capital asset being an equity shares in a aoynprould not be liable to tax in the hands ofithestor if the
transaction is chargeable to STT.

Under section 111A of the I. T. Act, capital gaarssing to Flls from transfer of short terms calpéssets, being
an equity share in the company, entered into iacagnized stock exchange in India will be taxethatrate of
15% (plus applicable surcharge, educational cese@ndary & higher education cess on income tax)eas
section 115AD of the I. T. Act.

The income by way of short term capital gains (rederred to in section 111A of the I. T. Act) omfpterm
capital gains (not covered under section 10(38hefl. T. Act) realized by Flls on sale of shameshie company
would be taxed at the following rates as per sactib5AD of the I. T. Act.:

- Short term capital gains 30@slus applicable surcharge, education cess & sengnil higher education cess on
income tax)
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- Long term capital gains 10% (without cost indéxa\ plus applicable surcharge, education cesssandndary
& higher education cess on income tax)

(Shares held in a company would be consideredlasgaterm capital asset provided they are heldafgeriod
exceeding 12 months).

5. Under section 54EC of the I. T. Act and subjecth® conditions and to the extent specified thereing term
capital gain (in case not covered under sectior38)06f the I. T. Act) arising on the transfer ofasbs of the
Company will be exempt from capital gains tax i ttapital gain are invested within a period of énthe after
the date of such transfer for a period of at |I8agtars in bonds issued by

a) National Highway Authority of India constituted wdSection 3 of The National Highway Authority of
India Act, 1988;

b) Rural Electrification Corporation Limited, the Coanyy formed and registered under the Companies Act,
1956;

If only part of the capital gain is so reinvestéite exemption shall be proportionately reduced. ameunt so
exempted shall be chargeable to tax subsequehthg ispecified assets are transferred or convevithiin three
years from the date of their acquisition. For Iriireent made on or after the 1st Day of April 200i& éxemption
would be restricted to the amount, which does roted Rupees Fifty Lacs during the financial year.

6. As per section 74 of the I. T. Act, short term talplioss suffered during the year is allowed tesbeoff against
short-term as well as long term capital gain of $hél year. Balance loss, if any, could be carfedard for
eight years for claiming set off against subseqyeat’s short- term as well as long-term capitahgal ong term
capital loss suffered during the year is allowedbéoset-off against long term capital gains. Bataless, if any,
could be carried forward for eight years for claimset off against subsequent year’s long termalagains.

7. As per section 90 of the I. T. Act, the provisiarighe I. T. Act would prevail over the provisioakthe tax treaty
to the extent they are more beneficial to the Nesi&ent shareholder. Thus a non-resident sharahcdeeopt to
be governed by the beneficial provisions of an igpple tax treaty.

8. Under section 196D (2) of the Act, no deductiortax at source will be made in respect of incomenay of
capital gain arising from the transfer of secusitieferred to in section 115AD.

Persons carrying on business in shares and secesiti

In accordance with the insertion of Section 36§4) (n the Finance Act 2008, STT paid in respectedfable securities
transaction entered during the course of businébshey available as deduction while computing theable business
income.

Mutual Funds

In accordance with section 10(23D), any income of:
(i) Mutual Fund registered under the Securities Brchange Board of India Act 1992 or regulationslenthere under;

(ii) such other Mutual Fund set up by a public sedtank or a public financial institution or auttsed by the Reserve
Bank of India subject to such conditions as thet@¢@overnment may, by notification in the Officaazette, specify in
this behalf,

- will be exempt from income-tax.

Under the Wealth-tax Act, 1957

Shares of the company held by the shareholdernsillbe treated as an asset within the meaning aifose2(ea) of
Wealth-tax Act, hence Wealth-tax Act will not bepéipable.

Notes:

1. All the above benefits are as per the currentaawslas amended by the Finance Act (No.2), 2009.edenbenefits
proposed by Direct Taxes Code Bill, 20(hich becomes law only in 2011, if passed in tlaeliBment) have not
been considered.
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The above Statement of possible tax benefits sdtshe provisions of law in a summary manner omig & not a
complete analysis or list of all potential tax ceqgences.

In respect of non-residents, the tax rates anaddnsequent taxation mentioned above shall be fusthigject to any
benefits available under the Double Taxation AvoimAgreements (DTAA), if any, between India anel tountry
in which the non-resident has fiscal domicile.

The stated benefit will be available only to théefost named holder in case the shares are helibimt holders.

In view of the individual nature of tax consequeneach investor is advised to consult his/her camnadvisor with

respect to specific tax consequences of his/hdicgmation in this issue and we are absolved of atyility to the
shareholder for placing reliance upon the conteftkis material.
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LEGAL PROCEEDINGS

Except as set forth below, we are not involvedng kegal proceedings and, to our knowledge, nollpgaceedings are
threatened, which may have, or have had duringiiedve months preceding the date of this Placerigmdument, a
material adverse effect on our business, propefti@mncial conditions or operation.

Proceedings initiated against the Company
A. Civil Proceedings
1. Microsoft Corporation Ltd. & Ors. vs. Arvind Sin gh & Ors (Civil Suit No. 1439 of 2009)

e Pending in the High Court at Delhi
e Relief. For seeking permanent injunction restranime Company from infringement of copyrights, dety up,
rendition of accounts of profits, damages etc.
e Brief facts. The Plaintiff has alleged that the Qamy has indulged in multiple unlicensed usagdefRlaintiff's
software.
e Proceedings. (i) On August 11, 2009 the High Catidelhi passed an ad-interim ex-parte order apipojrthree
local commissioners to undertake a search and reegtuthe Company’s premises at Adlabs, Film
City Complex, Goregaon (E), Mumbai-;

(i) On August 21, the local commissioner coctetd a serach and seizure operation on the Comgiaity
aforementioned premises at Adlabs, Film City Compl&oregaon (E), Mumbai, Prime Focus,
Linking REoad, Khar and at Master Mind |, Royalia)] Goregaon (E), Mumbai;

(i)  On August 29, 2009 the High Court consklérthe report of the local commissioner stating
that 215 computer systems were found installed witlicensed/pirated software of the Plaintiff out
of which 13 computer systems were sealed and; dseoéice to the Company and passedadn
interim ex parteinjunction restraining the Company and its represt@res from directly and/or
indirectly reproducing/storing/installing and/or iy the pirated/unlicensed software of the
Plaintiffs’ computer programs/software titles aricedted the Company to file its written statement.,

(v) The Company filed its written statement in Seplber 2010 and has denied the allegation against it

on the grounds of (a) locus standi, (b) lack ofsgiction of the Hon’ble Court at Delhi, and (c)
denial of infringement of copyright.

* Current status. Liability/Damages. The approxienaimount of damages claimed under the proceedmdgsi
7,500,000/- (Rupees seven million and five hundnelg) along with the interest which may be leviedhe discretion
of the Couirt.

2. ITXA No. 4342 of 2010 filed against the Companyy the Commissioner of Income Tax, Central-ll for

deductibility of bad debts written off, for A.Y. 2002-03

e Pending. High Court, Mumbai

e Relief. Setting aside the order upholding the Camgpaeturn on 01-07-2004 and directing the Companpay
tax at the higher assessment as determined bydsesasing Officer, IT.

e Brief facts. The Company filed its Return on Decemi31, 2002 declaring income of Rs. 7,925,354/-.
Subsequently a search and seizure under sectio(il)8&s carried by the Income Tax authoritiehatgremises
of the Company and residential premises of thedbars on June 25, 2003. The Income tax departnesned
certain documents. Consequent to the search, tlsesaAmg Officer issued a notice U/s 153 A asking th
Company to file the Return of Income. The Incoma d@iapartment has alleged that there is a discrgpartevo
unaudited balance sheets with respect to the albi#kance sheet under which the Company has fiéedéturns.
The Company again filed its return on 01-07-2004lateng the same income as was originally shownlevhi
filing its return U/s 139 of the Income Tax Act. &ssessing Officer after its assessment determanieigher
income of the Company. Thereafter the Company bagggieved with such assessment by the AssessiigepOf
order preferred an Appeal to the CIT (A) who padllowed the Appeal to the extent of Rs. 18.40Hsatout of
Rs. 64.87 Lakhs). The Company being aggrievedbyotder filed an appeal before the Ld.Tribunal apdeld
the contention of the Company and deleted the iaddif Rs. 18.40 Lakhs.

e Currrent Status. The Income Tax Department halkectuged the ruling in appeal in the High Court.

e Liability/Damages. The approximate liability of tli@ompany shall be Rs 1,880,000/- (Rupees Eightexkind
eighty thousand only) in the event the appeal @ddel against it including interest for A.Y. 2002-0
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3. Proceedings u/s 271 (1) (C) of the Income Tax Ac961 for A.Y. 2007-08 Pending. Commissioner of Income Tax
(A)-40, Mumbai

Relief. To set aside the order disallowing the d¢idas

Brief Facts. Show cause notice dated June 09, 2@Klissued by the Office of Dy. Commissioner afolme
Tax — (OSD-l), Central Range-7 under section 271(C) of the Income Tax Act, 1961 to the Company fo
concealment of income for A.Y. 2007-08. The Conypéiled its reply dated June 18, 2010 before thevab
mentioned authority stating that it has not coregany income and has stated that disallowancadfdebts
amounting to Rs. 1,465,624/- on account of recaiwh differences, which cannot be considered as
concealment. The Company clarified that an amodirR® 7,612,767/- paid as professional fees etd. am
amount of Rs. 1,465,624/- towards Bad debts haen lksallowed by the Assessing Officer. In addititre
Company has evidence to establish that the paatiagnst whom the deductions of payments were mage h
confirmed receipt of the payments with the suppgrtiocuments provided by the Company.

Current Status. The Company has appealed agaiestottier to CIT (A)-40, Mumbai, challenging the
disallowance. .

Liability/Damages. The approximate liability of tl@mpany shall be Rs. 5,168,490/- in the eveniafhpeal is
decided against it including interest for A.Y. 2009.

4. Office of the Commissioner of Customs (Import) & Cargo Complex, Sahar, Mumbai under CAO No. CC-
SJS/02/2009

*

Pending. Office of the Commissioner of Customs (Impakt) Cargo Complex, Sahar, Mumbai

Relief. Declaration of undervaluation of the goods by thmmPany and levy of duty of Rs. 2,117,500/- with
interest 13% calculated from April 2006, fine amtig to Rs. 2,000,00,00/- being the redemption famel
penalty on the Company and fine for Rs. 1,500,000/-the Company, its Managing Director and the Chie
Financial Officer respectively for omissions.

Brief facts. Show Cause Notice issued against tlengany on March 05, 2008 by the Office of the
Commissioner of Customs (Import) alleging that @empany has imported two consignments of a software
valued at Rs.14,369,860/- by wrongly claiming exéans under Notification No. 06/2006 dated March 2206

and the same were cleared without making paymentsisioms duty and by wrongly declaring the imparte
goods as a “Customised Software”.

The Company by its letter dated June 13, 2008dwsed all the allegations in the said show caasiea

The Commissioner of Customs in his order datedidignl14, 2009 held that the transaction value kg th
Company is incorrect and reassessed the transaddioie in the bills of entry and further levied @al fine
amounting to Rs. 20,000,000/- being the redemgtimand penalty on the Company and fine of R0Q,&00/-
on the Company, its Managing Director and the Chin&ncial Officer respectively for omissions.

The Company filed an appeal before the CustomsisExand Service Tax Appellate Tribunal (CESAT) West
Zone Bench at Mumbai which has under its orderddatdy 23, 2009 upheld the contention of the Corgpard
has noted that the redemption fine levied holdsjustification and has set aside the order passedhby
Commissioner of Customs and has remanded the eakedthe Commissioner for retrial.

Current Status. The Company has to file its repitasiens before the Commissioner of Customs undetié 28

(1 A) of the Customs Act, 1962 and the maximum dowplved in the matter is Rs. 2,117,500/- witreiatst 13%
calculated from April 2006 against which an amooftRs. 2,215,150/- has already been deposited by th
Company.

The matter is presently pending before the Comuongsiof Customs.

Liability/Damages. The approximate liability of tl@®mpany shall be a penalty equal to twenty-five qgant on
the declared duty i.e. Rs 1,714,184/- and an istdyetween ten per-cent to thirty-six per-centhie évent the
Commissioner of Customs decides the appeal aghm&ompany.

B. Proceedings initiated by the Company

Civil Proceedings
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1. Prime Focus Ltd. v/s. Stephen Elliott Street ath John Alexander Lockwood, Prime Focus Londn PLG
Machine Effects Limited ( Suit No.1595 of 2010)

* Pending. The matter is pending before the Han®ity Civil Court at Dindoshi, Mumbai.

* Relief. The Company has prayed for a declamattmat the put-option and guarantee/indemnity idstoethe
Vendors be declared void and to restrain the Ven{lbefendents herein) from invoking the put-option
and guarantee/indemnity.

* Brief Facts. (i) The Company as a part of itskglbexpansion acquired certain companies in UK amdker a
Share Purchase Agreement dated January 18, 20@Be€ment’) acquired 100 fully paid ordinary
shares of £ 1 each, comprising the entire sharéata@p Machine Effects Limited (‘Machine’). Intms
of the Agreement, the Vendors were entitled totadént of 1025000 ordinary shares of 5 pence each in
the capital of VTR plc (Now, Prime Focus London) @ampletion. At Completion, including but not
limited to, the following actions: transfer of sha in Machine in favour of the VTR plc., transtdr
consideration price to the Respondents, reconstitutf the Board, resignation of existing staff and
management, execution of service contracts betweeRurchaser and the Vendors. The Consideration
shares were subject to a lock-in of one year withua option’ in favour of the Vendors exercisalite
the following circumstances:

a. termination of the Service Agreement by VTR\plthout cause

b. by the Respondents giving notice and post tetiun, succeeding in a claim for constructive
dismissal

c. trading in the shares of VTR plc ceasingaing suspended for more than 60 days

in each of which case the Vendors had a right tbupeon VTR to buy back the Consideration shares
within 20 days of the Put Option period.

The Vendors have issued a letter dated May 18, 200July 19, 2010, seeking to exercise the put
option and invoking the guarantee/indemnity in ez$pf the Consideration shares of the Purchaser. |
terms of the option the Company undertook thahievent that either of the Vendors elected neeth
part with some or all of the Consideration Shaned the market value of one ordinary share in the
Purchaser being less than £1,00, the Company wudetd buy all / part of the Consideration Shares a
the pre-determined price. The Vendors have eleatédo sell, part or all of the Consideration &isa
held by them. Accordingly, the Vendors have claifB@B9x 1,025,000= £912,250 from the Company.

Proceedings. (i) The Company has filed a Suitfeefioe Hon’ble City Civil Court at Dindoshi, Mumbai
praying that the put-option and guarantee/indemisgyed to the Respondents be declared void and to
restrain the Vendors from invoking the put-optiondaguarantee/indemnity. The Company further
alleged that the Vendors failed to cooperate in dffairs and operations of Machine, deliberately
obstructed the Company in dealing with the exeestiof Machine, refused to co-operate with other
specialists in the Company’s other Group compar@ked to secure work by being unresponsive and
non-cooperative in their dealings with present gmotential clients, refused to disclose work
opportunities pursued on behalf of Machine andethito increase the scope or profitability of the
business of Machine.

(i) The Company has filed a Contempt Notice of MntN0.533 of 2010 against the aforesaid action of
the Vendors and the Court by its order dated OctdBe 2010 has extended the ad-interim injunction
against the Defendant Nos.1 and 2 (in respectfofeament of Guarantee under clause 7 and Putroptio
under clause 8 of the Share Purchase Agreemeiitjurtiter orders.

The Company in its Notice of Motion No. 1920 /2i€fore the Court has prayed for ad-interim and
interim injunction restraining the Vendors fromtiaiing any steps for enforcement/invocation oiragt
or claiming any rights under the put-option andrgagee/indemnity.

The Court has under its order dated July 16, 3tdssed interim injunctions restraining the Vendors
from enforcement/invocation or acting or claimingnya rights under the put-option and
guarantee/indemnity, until the Court decides th&déoof Motion.

The Company has also filed a Caveat No. 3560/2018d High Court of Mumbai praying that no ex-
parte order either in interim or ad-interim be gakagainst it without due notice to the Company.
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On September 24, 2010 the Vendors filed their Affittin reply to the Notice of Motion and the
Hon'ble Court have taken on record the said Affilaan opportunity to the Company to demonstrate
that such notarized affidavit would not be acceletai the Courts at UK. The court has further oeder
that the ad-interim injunction.vide the Court’s erddated July 16, 2010 to be continued until furthe
orders.

e Status. The matter is pending before the Hon'bly Ciivil Court at Dindoshi, Mumbai for hearing the
Notice of Motion. Next date of hearing is fixed fdovember 19, 2010.

. Liability/Damages: In the event the court rulesfarour of the Defendants the matter will move to a
court in England as per the jurisdiction clausehi@ Agreement and in the event the Court in England
rules against the Company, the Company shall elito pay to the Vendors an approximate amount
equivalent to the difference in the pre-determifgdre price of the Consideration Shares and theahc
market price of the shares of Machine. Under thes® on Governing Law and Jurisdiction in the Share
Purchase Agreement the parties have agreed onshrighivs for resolution of disputes and courts of
England for jurisdiction.

6. Criminal complaint under Section 138 of the Neg@ble Instruments Act, 1881, against M/s RKB
Communications and Mr. Ravi Bajaj.

e Pending. Metropoliton Magistrates Court, Andheri

¢ Relief. Imprisonment of the proprietor for upto €ays and fine

e Brief Facts. The Company filed a complaint undecti®a 138 of the Negotiable Instruments Act on Seyier
23, 2010 against Mr. Rajiv Bajaj, the proprietodasuthorised signatory of M/s RKB Communications fo

dishonour of cheque bearing number 207646 datashdp25, 2010 drawn on Development Credit Bank teuhi
Andheri West, Branch, Mumbai 400 058 for an amairies.550,000/-.

e Status. The Court admitted the complaint and isgwedess against Rajiv Bajaj. Next date of heaisrfixed for
November 30, 2010.

C. Proceedings against Indian Subsidiaries

The Indian Subsidiaries being Prime Focus Technesogrivate Limited PFTPL"), Flow Post Solutions Private Limited
(“FPSPL"), GVS Software Private Limited GSPL"), Prime Focus Motions Pictures LimitedPFMPL") have certified
by a letter dated October 21, 2010, that theraareutstanding litigations, show cause noticequdiss, demands for non-
payment of statutory dues, defaults or overduedanks/ financial institutions, or defaults by tG®mpany/ its
subsidiaries against banks/ fianancial institutjoos any defaults in dues towards instrument hasldée debenture
holders, fixed deposits as may be issued by the paowi its subsidiaries, or any proceedings initiafer the
economic/civil/ any other offences against the Canyp its subsidiaries. Further, there are no litiges/ disputes/
penalties or any proceedings, known to be contermblay government authorities or any violationegulations.

D. Proceedings against Overseas Subsidiaries

The Company’s overseas subsidiaries and stepdosidsaries have certified by letter dated Octol®r2010, that there
are no outstanding litigations, show cause noticésputes, demands for non-payment of statutomsddefaults or
overdues to banks/ financial institutions, or défaby the company/ its subsidiaries against bafiteAncial institutions,
or any defaults in dues towards instrument holdiwes debenture holders, fixed deposits as may keeid by the
Company/ its subsidiaries, or any proceedingsaitat for the economic/civil/ any other offencesiagiethe Company/ its
subsidiaries. Further, there are no litigationspdies/ penalties or any proceedings, known to dreemplated by
government authorities or any violation of reguas.

E. Litigation against Directors:

a. The Managing Director of our Company is arraignethe below-mentioned proceedings:
Office of the Commissioner of Customs (Import) Air Cargo Complex, Sahar, Mumbai under CAO No. CC-
SJS/02/2009

*  Pending. Office of the Commissioner of Customs (Impdkt) Cargo Complex, Sahar, Mumbai
*  Penalty. Declaration of undervaluation of the goods by tlmenBany and levy of duty. Fine of Rs. 1,500,00&/- o

the Company, its Managing Director and the ChiefiRtial Officer respectively for omissions.
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GENERAL INFORMATION

Our Company was incorporated as Prime Focus Prikatéted in Mumbai, Maharashtra, India, with the
registration no. 11-108981 of 1997 on June 24, 1887a consequence of conversion from a private pablic
company, the name of our Company was changed toePFocus Limited with effect from April 24, 2000.
(Corporate Identity Number is L92100MH1997PLC108081

The registered office of our Company is situate@"afloor, Main Frame, IT Park, Building — H, Royallfa,
Near Aarey Colony, Goregaon (East), Mumbai 40006&ia.

Pursuant to the resolution passed by the Boardirefciors on August 27, 2010 and subsequent appiovalr
shareholders pursuant to the resolution passeldeiMGM held on September 30, 2010, it has beerdddcio
make the QIP offer to QIBs.

Copies of our Memorandum and Articles will be aahié for inspection during usual business hourargnweek
day between 11 am and 5 pm (except Saturdays @i polidays) at our registered office.

There has been no material change in the Issuedasdial position since March 31, 201ibe date of the last
audited financial statements prepared in accordaitbeindian GAAP except as disclosed herein.

Except as disclosed in this Placement Documente thee no legal proceedings pending against theedsy its
Subsidiaries, and in the opinion of the Issuer rac@edings are threatened, which may have, or hastieduring
the 12 months preceding the date of this Placerdatument, a material adverse effect on the Compgany’
business, financial position, profitability or réésuof operations.

We confirm that we are in compliance with the minimpublic shareholding requirements as requireceutite
terms of the listing agreements with the Stock Exdes.

Our Company having made all reasonable inquiriesepts responsibility for and confirms that thisd@ment
Document contains all information with regard ta @ompany and the Issue, which is material in dnetext of
the Issue, that the information contained in thé&s®ment Document is true and correct in all mat@spects and
is not misleading in any material respect, thatdpmions and intentions expressed herein are tigrigsld and
that there are no other facts, the omission of winmakes this Placement Document as a whole or fisyah
information or the expression of any such opiniongtentions misleading in any material respect.

Our Company, however, does not accept any resgbtysfbr statements made otherwise than in thec®aent
Document and any reliance placed on any other safrmformation would be at the risk of the QIB.

Prohibition by SEBI:

Our Company, our subsidiary, our Directors, ournioters and companies in which our Directors arecated
with as directors, have not been prohibited froroeasing or operating in capital markets under amgroor
direction passed by SEBI.

Further, our Promoters and Promoter Group havercoed that they have not been detained as willafadlters
by the RBI or any other governmental authority #mete are no violations of securities laws comrditig them
in the past or are pending against them.

Disclaimer in Respect of Governing Law and Jurigadic

This Issue is being made only in India to QIBs ae@dance with and subject to the Chapter VIlitef SEBI
(ICDR) Regulations. Any dispute arising out of thisue will be governed by Indian laws and willdubject to
the jurisdiction of appropriate court(s) in Mumioaily.

No action has been or will be taken to permit $sué in any jurisdiction where action would be megfufor that
purpose, except that this Placement Document iginedjto be placed on the website of our Compard,/ tae
Stock Exchanges pursuant to the requirements ocCttapter VIII of the SEBI (ICDR) Regulations. Acdorgly,

the Equity Shares may not be offered or sold, tirear indirectly, and this Placement Document nmepj be
distributed, in any jurisdiction, except in accarda with the legal requirements applicable in suetsdiction.

Neither the delivery of this Placement Document aoy sale hereunder shall, under any circumstamceate
any implication that there has been no change iirafiairs from the date hereof or that the inforimatcontained
herein is correct as of any time subsequent toclis.
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i. Listing

Applications will be made to the Stock Exchanges dermission to list and trade the Equity Sharéghé
permission to deal in and for an official quotatiohthe Equity Shares is not granted by any of $teck
Exchanges, our Company shall forthwith repay, withiaterest, all moneys received from the QIBsunspance
of this Placement Document.

Our Company shall ensure that all steps for the ptetion of the necessary formalities for listingdan
commencement of trading of the Equity Shares isqueduant to the Issue at the Stock Exchangesaltemt
promptly. The Equity Shares have not been and mall be registered under the Securities Act or aates
securities laws in the United States.

The Equity Shares have not been and will not bestexgd under the Securities Act or any state gEsitaws

and may not be offered or sold except (i) in acanog with Regulation S or (ii) pursuant to an exgompfrom

the registration requirements of the Securitiesaa in compliance with the applicable U.S. statusties laws
or (iii) in a transaction not subject to the regitibn requirements of the Securities Act. The BgGhares are
being offered and sold in the Issue outside thaddnbtates pursuant to Regulation S. The EquityeShare not
being offered or sold in the Issue in the Unitedt&t and you may not purchase Equity Shares ifsse if you

are in the United States.

j- We confirm that we are in compliance with the minimpublic shareholding requirements as requirecutite
terms of the listing agreements with the Stock Exges. M/s S. N. Ananthasubramanian & Co, Company
Secretaries has vide certificate dated Octobe2@00, has confirmed that our Company is in compkawnith the
mandatory requirement of clause 49 of the Listinge®ment.

k. The Floor Price for the Issue is Rs. 68.58 per &gBhare. The Floor Price has been calculated ¢ordance
with chapter VIl of the SEBI Regulations.

I.  Filing

As per the requirements in Chapter VIII of the SEBIDR) Regulations, the Placement Document shaliiled
with SEBI within thirty days of the allotment oféhEquity Shares. Our Company shall furnish a copthe
Placement Document to the Stock Exchanges. Our @oynghall also furnish to the Stock Exchangesfaates
stating that the Issue is being made pursuantedCtiapter VIII of the SEBI (ICDR) Regulations ammhplies
with its requirements, along with an application $eeking in-principle approval for listing of tRuity Shares.
Further, our Company shall furnish to the Stockhaxmes, the documents, undertakings, etc., if gpggified in
the listing agreement for the purpose of seekiegr ih- principle approval and final permission fisting/trading
of the Equity Shares. Our Company shall make necgdilings with the Registrar of Companies, Mumbai
Maharashtra.

m. Consents

We have obtained all consents, approvals and adsé#timns required in connection with this Issue.

n. Compliance Officer:
Mr. Navin Agarwal, Company Secretary
E-mail: Navin.Agarwal@primefocusworld.com
Tel: +91 022 42095000
Fax: +91 022 42095001

0. Government and Other Approvals
We have received all necessary consents, licepsesissions, authorizations and approvals fronagopriate
authorities in relation with this Issue.
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FINANCIAL STATEMENT

REPORT OF S.R. BATLIBOI & ASSOCIATES ON THE REFORMATTED UNCONSOLIDATED

FINANCIAL STATEMENTS OF PRIME FOCUS LIMITED AS AT AND FOR EACH OF THE YEARS

To

ENDED MARCH 31, 2010, MARCH 31, 2009 AND MARCH 31, 2008.

The Board of Directors,

Prime Focus Limited

2nd Floor, Main Frame IT Park,
Building — H, Royal Palms,
Near Aarey Colony,

Goregaon (East),

Mumbai - 400065

Dear Sirs,

1.

We have examined the Reformatted Unconsolidated Financial Statements (the ‘reformatted statements’) of
Prime Focus Limited (‘PFL’ or ‘the Company’), annexed to this report for the purposes of inclusion in the
Preliminary Placement Document and Placement Document (hereinafter collectively referred to as the
‘Placement Documents’) prepared by the Company in connection with the Qualified Institutions Placement
(‘QIP’) of its equity shares in accordance with the provisions of Chapter VIII of the Securities and Exchange
Board of India (Issue of Capital and Disclosure Requirements) Regulations, 2009 (‘the ICDR Regulations’)
(‘the Proposed QIP’) The preparation of such reformatted financial statements is the responsibility of the
Company’s management. Our responsibility is to report on such statements based on our procedures.

We have examined such reformatted statements taking into consideration:

a. the terms of reference dated October 21, 2010, received from the Company, requesting us to carry out the
assignment, in connection with the Placement Document being issued by the Company for the QIP of its
equity shares; and

b. the Guidance Note on Reports in Company Prospectus (Revised) issued by the Institute of Chartered
Accountants of India.

The figures disclosed in such reformatted statements of the Company have been extracted by the management
from the unconsolidated financial statements of the Company for each of the years ended March 31, 2010,
March 31, 2009 and March 31, 2008 and approved by the Board of Directors. The Unconsolidated financial
statements of the Company for the years ended March 31, 2010 and March 31, 2009 have been audited by us
and in respect of which we have issued audit opinions dated August 27, 2010 and June 30, 2009 respectively.
The Unconsolidated financial statements for the year ended 31 March 2008 were audited by V. Shivkumar &
Associates who have issued their report dated December 6, 2008 thereon and accordingly reliance has been
placed on the financial statements audited by them for the said year.

The Reformatted Statements have been examined by us and are set out in Annexure I. The Reformatted
statements annexed to this report are as they were produced in the respective years’ audited financial
statements after making adjustments for material reclassifications, if any. The accounting policies and notes
to accounts as set out in Annexure II have been reproduced as they were disclosed in the financial statements
for the respective years.

In the presentation of the reformatted statements based on audited unconsolidated financial statements as

referred to in paragraphs 3 above, no adjustments have been made for any events occurring subsequent to the
dates of the audit reports specified herein.
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6.

10.

Our audit report on the financial statements for the year ended March 31, 2010 was qualified for the
following matters:

the Company has not revalued the FCCB of USD 55 million at the exchange rate prevailing as at March 31,
2010 ,March 31, 2009 and March 31, 2008, which in our opinion is not in accordance with Accounting
Standard 11 “The Effects of Changes in Foreign Exchange Rates” and not provided for the premium payable
on redemption of these FCCB. Had the Company revalued the bonds as at March 31, 2010, the profit for the
year ended March 31, 2010 and the reserves as at that date would have been lower by Rs 46.12 million and
Rs 265.06 million respectively and Foreign Currency Monetary Item Translation Difference account would
have been Rs 46.12 million. Further, had the Company provided for the premium on redemption, the
securities premium as at March 31, 2010 would have been lower by Rs 420.38 million. Consequent to the
above, the FCCB balance at March 31, 2010 would have been higher by Rs 731.57 million. This had caused
us to qualify our audit opinion on the financial statements relating to the year ended March 31, 2009.

Our audit report on the financial statements for the year ended March 31, 2009 was qualified for the
following matters:

the Company has not revalued the FCCB of USD 55 million at the exchange rate prevailing as at March 31,
2009 and March 31, 2008, which in our opinion is not in accordance with Accounting Standard 11 “The
Effects of Changes in Foreign Exchange Rates” and not provided for the premium payable on redemption of
these FCCB. Had the Company revalued the bonds as at March 31, 2009, the profit for the year ended March
31, 2009 and the reserves as at that date would have been lower by Rs 208.3 million and Rs 219.0 million
respectively and Foreign Currency Monetary Item Translation Difference account would have been Rs 416.7
million. Further, had the Company provided for the premium on redemption, the securities premium as at
March 31, 2009 would have been lower by Rs 269.1 million. Consequent to the above, the FCCB balance at
March 31, 2009 would have been higher by Rs 904.8 million.

Our audit report for the year ended March 31, 2009 included an emphasis of matter as follows

The Company had in the year 2008 issued Foreign Currency Convertible Bonds (FCCB) aggregating to US$
55 million. Subsequent to year ended March 31, 2009, the Company has received a letter from the Reserve
Bank of India (‘RBI’) stating that it is not an eligible borrower to issue the Foreign Currency Convertible
Bonds under External commercial borrowings (ECB) guidelines. The Company has obtained legal opinion
confirming its eligibility and is in process of considering various options, including filing for compounding
application with the RBI for the above mentioned matter and resultant compliances. The ultimate outcome of
the matter cannot presently be determined, and no provision for any liability that may result has been made in
the financial statements for the year ended March 31, 2009.

Statement on certain matters specified in the Companies (Auditors Report) Order, 2003 Annexure to Our audit
report for the year ended March 31, 2010 was qualified as follows:

e The internal control system for the sale of film related services is inadequate since the Company
does not have formal documentation with customers in few cases, which is an industry issue per
management. In our opinion this is a continuing failure to correct major weakness in the internal
control system.

e The scope and coverage of internal audit, in our opinion requires to be enlarged to be
commensurate with the size and nature of its business.

Statement on certain matters specified in the Companies (Auditors Report) Order, 2003 Annexure to Our audit
report for the year ended March 31, 2009 was qualified as follows:

e The internal control system for the sale of film related services is inadequate since the Company
does not have formal documentation with customers in few cases, which is an industry issue per
management.

e The scope and coverage of internal audit, in our opinion requires to be enlarged to be
commensurate with the size and nature of its business.
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11.

12.

13.

14.

15.

16.

As stated in our audit reports referred to in paragraph 3 above, we conducted our audits in accordance with
the auditing standards generally accepted in India to enable us to issue an opinion on the General Purpose
Financial Statements. Those Standards require that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free of material misstatement. An audit includes
examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements. An
audit also includes assessing the accounting principles used and significant estimates made by management,
as well as evaluating the overall financial statement presentation. We believe that our audits provided a
reasonable basis for our opinion.

Our audits referred to in paragraph 3 above were carried out for the purpose of reporting on the General
Purpose Financial Statements. For none of the periods referred to in paragraph 3 above, did we perform audit
tests for the purpose of expressing an opinion on individual balances of account or summaries of selected
transactions, and accordingly, we express no such opinion thereon.

We have not audited any financial statements of the Company as of any date or for any period subsequent to
March 31, 2010. Accordingly, we express no opinion on the financial position, results of operations or cash
flows of the Company as of any date or for any period subsequent to March 31, 2010.

This report should not be in any way construed as a reissuance or redating of any of the previous audit reports
issued by us or by other firm of Chartered Accountants nor should this report be construed as a new opinion
on any of the financial statements referred to herein.

We have no responsibility to update our report for events and circumstances occurring after the date of the
report.

This report is intended solely for your information and for inclusion in the Placement Document in
connection with the proposed QIP by the Company and is not to be used, referred to or distributed for any
other purpose without our prior written consent.

For S.R. BATLIBOI ASSOCIATES
Firm Registeration No: 101049W

Chartered Accountants

per Govind Ahuja

Partner

Membership No: 48966

Place: Mumbai, India

Date: November 1, 2010
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REFORMATTED BALANCE SHEET AS AT

(INR In Million)
For The Year Ended
Sch
Particulars No 31.03.2010 31.03.2009 31.03.2008
SOURCES OF FUNDS
SHAREHOLDERS' FUNDS
Share Capital 1 128.23 128.23 127.23
Shares Pending Allotment - - 1.00
Reserves and Surplus 2 1,990.95 1,863.69 1,730.22
2,119.18 1,991.92 1,858.45
LOAN FUNDS
Secured Loans 3 1,518.71 1,622.94 1,190.12
Unsecured Loans 4 2,162.70 2,162.70 2,162.70
3,681.41 3,785.64 3,352.82
DEFERRED TAX LIABILITY (NET) 5 164.52 161.91 106.63
5,965.11 5,939.47 5,317.90
APPLICATION OF FUNDS
FIXED ASSETS 6
Gross Block 2,183.59 2,201.90 1,654.77
Less: Accumulated Depreciation / Amortisation 776.51 583.02 403.09
Net Block 1,407.08 1,618.88 1,251.68
Add : Capital Work in Progress (including Capital
Advances) 600.70 444.27 550.44
2,007.78 2,063.15 1,802.12
INVESTMENTS 7 2,302.27 2,307.27 551.57
CURRENT ASSETS, LOANS AND ADVANCES
Sundry Debtors (Including Service Tax) 8 757.48 524.27 536.81
Cash and Bank Balances 9 151.80 470.80 217.52
Other Current Assets (Unbilled Revenue) 62.19 - -
Loans and Advances 10 888.99 748.98 2,464.03
1,860.46 1,744.05 3,218.36
Less : CURRENT LIABILITIES & PROVISIONS
Current Liabilities 11 203.90 173.78 233.44
Provisions 12 1.50 1.22 20.71
205.40 175.00 254.15
NET CURRENT ASSETS 1,655.06 1,569.05 2,964.21
MISCELLANEOUSEXPENDITURE 13 - - -
(To the extent not written off or adjusted)
5,965.11 5,939.47 5,317.90
NOTES TO ACCOUNTS # 17
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# For FY 2008-09 Notes to Accounts is Schedule 17
Amounts less than Rs. 0.01 million have been indicated by way of *
The Schedules referred to notes to Accounts form an integral part of the Balance Sheet and Profit and Loss

Account

For and on behalf of the Board of Directors

Place: Mumbai Naresh Malhotra  Rivkaran Chadha  Navin Agarwal
Date: November 1, 2010 (Chairman) (Director) (Company Secretary)
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REFORMATTED PROFIT & LOSS ACCOUNT

Particulars

(INR In Million)

For The Year Ended

Sch

No  31.03.2010 31.03.2009 31.03.2008

INCOME
Income from Operations
Other Income

EXPENDITURE

Operating Costs

Exceptional Item - Miscellaneous Expenditure Written Off
Interest

Depreciation

PROFIT BEFORE TAX

ADJUSTMENT PURSUANT TO THE SCHEME OF
ARRANGEMENT

Adjustment to carrying value of assets

Withdrawn from Business Restructuring Reserve

PROFIT BEFORE TAX

PROVISION FOR TAX
Current Tax
Less : MAT Credit Entitlement

Deferred Tax
Fringe Benefit Tax
TOTAL TAX EXPENSE

PROFIT AFTER TAX

Balance brought forward from previous year
Add: Deferred Tax Credited on Share Issue Expense
Balance brought forward from previous year

PROFIT AVAILABLE FOR APPROPRIATION

Appropriations

Interim Dividend

Dividend Distribution Tax
Transfer to General Reserve

SURPLUS CARRIED TO BALANCE SHEET

EARNINGS PER SHARE
Basic - Nominal Value of Shares Rs.10/-
Diluted - Nominal Value of Shares Rs.10/-

952.72 910.96 857.21

14 50.43 117.48 75.57
1,003.15  1,028.44 932.78

15 494.90 515.08 408.58
- - 9.24

16 123.55 140.93 72.74
6 193.50 182.00 160.42
811.95 838.01 650.98

191.20 190.43 281.80

- - 250.00

- - (250.00)

191.20 190.43 281.80

61.33 21.38 3.60

- (21.38) (3.60)

61.33 - -

2.60 55.29 13.39

; 1.67 1.97

63.93 56.96 15.36

127.27 133.47 266.44

885.43 751.96 506.37

- - 14.87

885.43 751.96 521.24

1,012.69 885.43 787.68

- - 19.08

- - 3.24

- - 13.40

1,012.69 885.43 751.96

9.93 10.48 20.94

8.85 9.33 20.16
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NOTES TO ACCOUNTS # 17

# For FY 2008-09 Notes to Accounts is Schedule 17
Amounts less than Rs. 0.01 million have been indicated by way of *
The Schedules referred to notes to Accounts form an intergral part of the Balance Sheet and Profit and Loss

Account

For and on behalf of the Board of Directors

Place: Mumbai Naresh Malhotra  Rivkaran Chadha  Navin Agarwal
Date: November 1, 2010 (Chairman) (Director) (Company Secretary)
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REFORMATTED CASH FLOW STATEMENT

(INR In Million)
For The Year Ended
Particulars 31.03.2010 | 31.03.2009 | 31.03.2008
A. |Cash flow from Operating activities
Net Profit before taxation 191.20 190.42 281.81
Adjustments for :
Depreciation 193.50 182.00 160.42
(Profit)/ Loss on sale of Fixed Assets 0.01 1.56 -
(Profit)/ Loss on sale of Investments (2.03) (3.39) 0.45
Foreign exchange (Gain)/Loss (net) 21.29 (49.68) (8.63)
Interest Income (30.68) (44.16) (29.63)
Dividend Income (0.03) (0.03) (2.02)
Interest Expense 123.56 140.93 72.73
Bad Debts Written Off 1.71 49.87 -
Provision for Doubful Debts 31.00 - -
Undertaking Fees (11.31) (8.57) (18.54)
Sundry Credit Balances Written Back (1.93) (1.59) -
Provision for Gratuity 0.27 1.22 -
Excess Provision Written Back - (1.31) -
Miscellaneous Expenditure Written Off - - 9.24
Operating profit before working capital changes 516.56 457.27 465.83
Movements in working capital :
Decrease / (Increase) in Sundry Debtors (328.99) (37.40) (293.03)
Decrease / (Increase) in Loans and Advances (30.62) (67.18) (83.77)
Increase/(Decrease) in Current Liabilities 45.46 (91.31) 149.56
Cash generated from operations 20241 261.38 238.59
Direct Taxes Paid (net of refunds) (53.39) (81.03) (77.76)
Fringe Benefit Tax Paid (0.19) (1.53) (2.23)
Exchange Rate Difference 13.58 39.01 0.03
Net Cash from Operating activities 162.41 217.83 158.63
B. |Cash flow from Investing activities
Purchase of Fixed Assets (170.09) (398.40) (891.86)
Proceeds from Sale of Fixed Assets 0.01 17.08 12.96
Purchase of Current Investments (0.00) - (83.00)
Purchase of Investment in Subsidiaries - (0.60) (59.86)
Share Application in Subsidiary (127.53) - (1,768.69)
Loans given to Subsidiary - (250.40) (242.34)
Loans received from Subsidiary - 407.06 -
Sale of Current Investments 7.03 33.95 193.01
Inter- Corporate Deposits given (1.00) (74.50) -
Inter- Corporate Deposits received back 1.00 101.06 -
Margin Money and Fixed Deposits under lien 114.23 (62.90) 128.89
Interest Received 19.46 38.58 29.82
Dividends Received 0.02 0.03 2.02
Net Cash from Investing activities (156.87) (189.04) (2,679.05)
C. |Cash flow from Financing activities
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For The Year Ended
Particulars 31.03.2010 | 31.03.2009 | 31.03.2008
Proceeds from Long Term Borrowings 367.89 567.76 132.42
Repayment of Long Term Borrowings (342.28) (329.43) (55.78)
Proceeds from Short Term Borrowings 250.00 920.52 935.36
Repayment of Short Term Borrowings (312.92) (865.00) (483.34)
Proceeds from Issuance of FCCB - - 2,162.70
Interest Paid (170.44) (133.16) (72.73)
Dividends Paid (0.00) (0.00) (19.07)
Tax on Dividend Paid - - (3.24)
Expenses on Issuance of FCCB - - (58.24)
Net Cash from Financing activities (207.75) 160.69 2,538.08
Net increase/(decrease) in cash and cash equivalents (202.21) 189.48 17.66
(A+B+C)
Cash and Cash Equivalents at the Beginning of the year 238.29 48.79 23.70
Cash and Cash Equivalents Acquired on Merger - - 0.19
Unrealised Gain/(Loss) on Foreign Currency Cash and 0.12 0.02 7.24
Cash equivalents
Cash and Cash Equivalents at the End of the year 36.20 238.29 48.79
Components of Cash and Cash equivalents, as at
March 31, 2010
Cash 0.27 0.29 1.20
With Banks:
On Current Accounts 33.21 234.94 47.59
On Fixed Deposits 2.72 3.06 -
Cash and Cash Equivalents at the End of the year 36.20 238.29 48.79
Bank deposits having maturity of more than 90days 114.57 228.80 165.90
Interest Accrued on bank deposits 1.03 3.71 2.83
Cash and Bank Balance (Refer Schedule 9) 151.80 470.80 217.52

Amounts less than Rs. 0.01 million have been indicated by way of *
The Schedules Referred to notes to Accounts form an intergral part of the Balance Sheet and Profit and
Loss Account

For and on behalf of the Board of Directors

Naresh Malhotra
(Chairman)

Place: Mumbai
Date: November 1, 2010

Rivkaran Chadha
(Director)

Navin Agarwal
(Company Secretary)

F9



SCHEDULES FORMING PART OF REFORMATTED BALANCE SHEET AS AT

(INR In Million)
For The Year Ended
Particulars 31.03.2010 31.03.2009 31.03.2008
Schedule 1
SHARE CAPITAL
Authorised :

15,000,000 (2009 - 15,000,000 : 2008 - 15,000,000) Shares of
Rs.10 each

Issued, Subscribed and Paid-Up:

12,822,588 (2009 - 12,822,588 : 2008 - 12,722,588) Shares of
Rs.10 each

Of the above :

i. 3,600,000 (2009 - 3,600,000 : 2008 - 3,500,000) Equity Shares
of Rs. 10 each were allotted as fullypaid up pursuant to scheme of
arrangement for consideration other than cash

ii. 4,000,000 (2009 - 4,000,000 : 2008 - 4,000,000) Equity Shares
of Rs.10 each were allotted as fully paid up bonus shares by
capitalisation of Reserves

Schedule 2

RESERVES AND SURPLUS

Securities Premium at the beginning of the year
Less : Issue Expenses Pertaining to IPO

Less : FCCB Issue Expenses

Less : Drawal as per proposed Scheme of Merger
Securities Premium at the end of the year

General Reserve at the beginning of the year
Add : Transferred during the year
General Reserve at the end of the year

Business Restructuring Reserve at the beginning of the year
Add : Pursuant to Merger

Add : Transfer from Share Premium pursuant to Scheme of
Merger

Less : Drawal as per proposed Scheme of Merger

Business Restructuring Reserve at the end of the year

Profit and Loss Account

Schedule 3

SECURED LOANS

Loans from Banks (Refer Note 3 to Schedule 17 for FY 09-10 and
Refer Note 3 to Schedule 17 for FY 08-09)

Term Loans

(Amount repayable within one year Rs. 214.09 Million (2009 -
Rs.84.66 Million : 2008 - Rs. 12.69 Million)

Buyers Credit

150.00 150.00 150.00
128.23 128.23 127.23
128.23 128.23 127.23
964.86 964.86 1,267.79
- - 65.62

- - 58.24

- - 179.07

964.86 964.86 964.86
13.40 13.40 -

- - 13.40

13.40 13.40 13.40

- - 70.93

- - 179.07

- - 250.00
1,012.69 885.43 751.96
1,990.95 1,863.69 1,730.22
620.90 357.05 129.90
443.31 745.45 601.36
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SCHEDULES FORMING PART OF REFORMATTED BALANCE SHEET AS AT

(INR In Million)

For The Year Ended

Particulars

31.03.2010 31.03.2009  31.03.2008

(Amount repayable within one year Rs.264.74 Million
(2009 - Rs.257.55 Million : 2008 - Rs. 274.85 Million)
Cash Credit/Over Draft

Short Term Demand Loan

Loans from Others
Vehicle Finance

(Amount repayable within one year Rs. 4.73 Million
(2009 - Rs.5.83 Million : 2008 - Rs.3.88 Million)

Schedule 4

UNSECURED LOANS

Zero Coupon Foreign Currency Convertible Bonds (Refer Note
18 to Schedule 17 for FY 09-10 and Refer Note 18 to Schedule 17
for FY 08-09)

550 (Previous year 550) Bonds @ USD 0.10 Million each
aggregating to USD 55.00 Million (2009 - USD 55.00 Million :
2008 - USD 55.00 Million)

Schedule 5

DEFERRED TAX LIABILITY

Difference in depreciation and other differences in block of assets
as per tax books and financial books

Gross Deferred Tax Liability

DEFERRED TAX ASSET
Unabsorbed Depreciation

Provision for Doubtful Debts

Differences due to accelerated amortisation of intangibles under
Income Tax Act

Difference on Derivative Losses
Share Issue Expenses
Gross Deferred Tax Asset

Net Deferred Tax Liability

191.26 477.49 66.97
250.00 25.00 380.00
13.24 17.95 11.89
1,518.71 1,622.94 1,190.12
2,162.70 2,162.70 2,162.70
2,162.70 2,162.70 2,162.70
177.00 178.28 138.22
177.00 178.28 138.22

- 5.26 16.47

10.54 - -
0.14 0.19 0.25

- 7.32 -

1.80 3.60 14.87
12.48 16.37 31.59
164.52 161.91 106.63
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SCHEDULES FORMING PART OF REFORMATTED BALANCE SHEET AS AT

Schedule 6
FIXED ASSETS
(INR In Million)
Description of asset Gross Block Net Block Net Block
Depreciatio
n
As on Additions Deductions As on As on Deductions For the As on As on As on
01.04.2009 31.03.2010 | 01.04.2009 | Adjustment Year  [31.03.201| 31.03.2010 31.03.2009
s 0
(A) | TANGIBLE ASSETS
Building 68.23 - - 68.23 448 - - 1.11 5.59 62.64 63.75
Plant & Machinery 1,940.19 32.10 76.88 1,895.41 539.98 - - 173.48|  713.46 1,181.95 1,400.21
Furniture & Fixtures 87.79 0.33 - 88.12 18.51 - - 8.49 27.00 61.12 69.29
Office Equipments 17.69 5.01 0.01 22.69 6.20 - - 2.84 9.04 13.65 11.49
Vehicles 35.43 1.30 - 36.73 5.38 - - 3.44 8.82 2791 30.05
Total (A) 2,149.33 38.74 76.89 2,111.18 574.55 - - 189.36| 763.91 1,347.27 1,574.78
(B) [ INTANGIBLE ASSETS
Goodwill 532 - - 532 5.32 - - - 532 - -
Rights 30.00 - - 30.00 - - - - - 30.00 30.00
Software 17.25 19.84 - 37.09 3.14 - - 4.14 7.28 29.81 14.11
Total (B) 52.57 19.84 - 72.41 8.46 - - 4.14 12.60 59.81 44.11
Total (A + B) 2,201.90| 58.58] 76.90] 2,183.59] 583.01] -| -| 193.50[ 776,51 1,407.08| 1,618.89
Previous year 1,654.77| 603.03] 55.90] 2,201.90] 403.09] -| 2.08] 182.00[  583.01] 1,618.89) -|
Capital Work In Progress * -| -| -| -| -| -| -| -| -| 600.70] 44426
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(INR In Million)

Description of asset Gross Block Depreciation Net Block Net Block
As on Additions Deductions As on As on Adjustment [ Deductions | For the As on As on As on
01.04.2008 31.03.2009 | 01.04.2008 s Year  |31.03.200| 31.03.2009 31.03.2008
(A) | TANGIBLE ASSETS :
Building 68.23 - - 68.23 3.37 - - 1.11 448 63.75 64.86
Plant & Machinery 1,428.55 563.84 52.20 1,940.19 375.72 - 1.03 165.29]  539.98 1,400.21 1,052.82
Furniture & Fixtures 70.25 17.54 - 87.79 10.57 - - 7.95 18.52 69.27 59.69
Office Equipments 12.90 479 - 17.69 3.97 - - 223 6.20 11.49 8.93
Vehicles 23.97 15.16 3.70 35.43 3.77 - 1.05 2.66 5.38 30.05 20.20
Total (A) 1,603.90 601.33 55.90 2,149.33 397.40 - 2.08 179.24| 57456 1,574.77 1,206.50
(B) | INTANGIBLE ASSETS
Goodwill 5.32 - - 5.32 5.32 - - - 532 - -
Rights 30.00 - - 30.00 - - - - - 30.00 30.00
Software 15.55 1.70 - 17.25 0.38 - - 2.76 3.14 14.11 15.18
Total (B) 50.87 1.70 - 52.57 5.70 - - 2.76 8.46 44.11 45.18
Total (A + B) 1,654.77| 603.03 55.90] 2,201.90| 403.10] -| 2.08| 182.00]  583.02 1,618.88| 1,251.68
Previous year 922.89) 746.90| 15.02] 1,654.77| 244.73 26.08] 2.06] 134.34]  403.09] 1,251.68] 0.00]
Capital Work In Progress * -| -| -| -| -| -| -| -| -| 44427 550.44|
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(INR In Million)

Description of asset Gross Block Depreciation Net Block Net Block
As on Additions Deductions As on As on Deductions For the As on As on As on
01.04.2007 31.03.2008| 01.04.2007| Adjustment Year|31.03.200]  31.03.2008 31.03.2007

(A) | TANGIBLE ASSETS : :
Building 68.05 0.18 - 68.23 6.57 4.31) - 1.11 337 64.86 61.48
Plant & Machinery 782.47 646.08 - 1,428.55 213.88 37.67 - 124.18]  375.73 1,052.82 568.60
Furniture & Fixtures 35.83 34.43 - 70.26 8.14 (1.78) - 420 10.56 59.70 27.69
Office Equipments 745 5.45 - 12.90 1.96 0.68 - 133 3.97 8.93 5.50
Vehicles 23.76 15.22 15.02 23.96 9.98 (6.17) 2.06 2.03 3.77 20.19 13.78
Total (A) 917.57 701.35 15.02 1,603.90 240.52 26.09 2.06 132.85| 39740 1,206.50 677.04

(B) | INTANGIBLE ASSETS

Goodwill 5.32 - - 5.32 420 - - 1.12 532 - 1.12
Rights - 30.00 - 30.00 - - - - - 30.00 -
Software - 15.55 - 15.55 - - - 0.37 0.37 15.18 -
Total (B) 5.32 45.55 - 50.87 4.20 - - 1.49 5.69 45.18 1.12
Total (A + B) 922.89| 746.90| 15.02] 1,654.77| 244.72| 26.09)| 2.06| 134.34]  403.09| 1,251.68 678.16
Previous year 705.95 242.18] 25.24 922.89| 172.09| -| 481 7745 244.73 678.16| 0.00|
Capital Work In Progress * -| -| -| -| -| -| -| -| -| 550.44| 292.24|

* Note: Borrowing Cost included in Capital Work In Progress - Rs.93.76 Million (2009 - Rs. 48.84 Million: 2008 - Rs. 12.42 Million)
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SCHEDULES FORMING PART OF REFORMATTED BALANCE SHEET AS AT

(INR In Million)

\ For The Year Ended

Particulars

31.03.2010  31.03.2009  31.03.2008

Schedule 7

INVESTMENTS

Long Term Investments (At Cost)

Trade

In Subsidiary Companies

Quoted, fully paid up

Prime Focus London Plc, UK

19,567,003 (2009 - 19,567,003 : 2008 - 17,041,751) equity shares
of 5 pence each

Market Value Rs. 150.35 Million (2009 - Rs. 99.66 Million : 2008
- Rs.549.36 Million)

Unquoted, fully paid up

Prime Focus Technologies Pvt. Ltd.

5,100 (2009 - 5,100 : 2008 - 5,100) equity shares of Rs.10/- each

Flow Post Solutions Pvt. Ltd.

5,100 (2009 - 5,100 : 2008 - 5,100) equity shares of Rs.10/- each
Prime Focus Investment Ltd., UK

21,748,973 (2009 - 21,748,973) equity share of 1/- pound each
(2008 - 1 share of 1 pence each)

Prime Focus Motion Pictures Ltd.
50,000 (2009 - 50,000 : 2008 - NII) equity shares of Rs.10/- each

GVS Software Pvt. Ltd.
10,000 (2009 - 10,000 : 2008 - Nil) equity shares of Rs.10/- each

Other than trade

Unquoted - fully paid up

The Shamrao Vithal Co-operative Bank Ltd.

4,000 (2009 - 4,000 : 2008 - 4,000) shares of Rs 25/- each
Mainframe Premises Co-Operatie Society Ltd.

Current Investments (at lower of cost and market value)
Other than Trade Quoted

Cinemax India Ltd.

9,172 (2009 - 9,172 : 2008 - 9,172) equity shares of Rs.10/- each
Market Value Rs. 0.58 Million (2009 - Rs. 0.41 Million : 2008 -
Rs. 0.97 Million)

Other than Trade Unquoted units of Mutual Fund
ICICI Prudential FMP Series 34 - Fifteen Months Plan
Nil (2009 - 3,000,000 : 2008 - 3,000,000) Units of Rs. 10 each

Other Investments
DSP Merrill Lynch - Principal Protected Debenture
Nil (2009 - 5 : 2008 - 5) Units of Rs. 1 Million each

Aggregate amount of quoted Investments

610.70 610.70 515.40
0.05 0.05 0.05
0.05 0.05 0.05

1,690.35 1,690.35 0.00 *
0.50 0.50 -
0.10 0.10 -
0.10 0.10 0.10

0.00* - -
0.42 0.42 0.97

- - 30.00

- 5.00 5.00

2,302.27 2,307.27 551.57

611.12 611.12 516.37
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SCHEDULES FORMING PART OF REFORMATTED BALANCE SHEET AS AT

(INR In Million)

\ For The Year Ended

Particulars

31.03.2010  31.03.2009  31.03.2008

Market Value Rs. 150.93 Million (2009 - Rs.100.07 Million : 2008
- Rs.550.29 Million )

Aggregate amount of unquoted Investments

Investments purchased and redeemed during the year: (Refer
Note S to Schedule 17 for FY 09-10 and Refer Note S to
Schedule 17 for FY 08-09)

Schedule 8
SUNDRY DEBTORS
Debts outstanding for a period exceeding six months
Unsecured, considered good
Unsecured, considered doubtful (Net of Service Tax)
Other debts
Unsecured, considered good

Less Provision for Doubtful Debts (Net of Service Tax)

Included in Sundry Debtors are :

1,691.15 1,696.15 35.20
188.87 179.06 159.12
31.00 - -
568.61 345.21 377.69
788.48 524.27 536.81
31.00 - -
757.48 524.27 536.81

i.Service Tax amount ofRs. 79.78 Million (2009 - Rs.68.47 Million : 2008 - Rs.59.51 Million), which is

payable upon collection

ii. Amount receivable from subsidiaries Rs. 131.81 Million (2009 - Rs. 12.36 Million : 2008 - Rs. 24.45

Million)

Schedule 9
CASH AND BANK BALANCES
Cash on hand
Balances with Scheduled banks
In Current Accounts
In Fixed Deposit Accounts
(Refer Note below)

Note :

i.As margin for Letter of Credit / Buyers Credit - Rs. 42.83 Million
(2009 - Rs. 192.29 Million : 2008 - Rs.137.18 Million)

ii.Lien on Fixed Deposit against Bank Guarantee availed -Rs.
33.37 Million (2009 - Rs. 36.51 Million : 2008 - Rs.28.72 Million)
iii. As margin for Term Loan - Rs.37.50 Million (2009 - Rs. Nil :
2008 - Rs. Nil)

iv. Accrued interest on Fixed Deposits - Rs. 1.03 Million (2009 -
Rs.3.71 Million : 2008 - Rs.2.83 Million)

Schedule 10

LOANS AND ADVANCES

Unsecured - Considered Good

Advances recoverable in Cash or in Kind or for value to be
received

Deposits

Inter Company Deposits

Share Application (Pending Allotment) (Refer Note 8 to Schedule
17 for FY 09-10)

0.27 0.29 1.20
33.21 234.94 47.59
118.32 235.57 168.73
151.80 470.80 217.52
158.24 145.68 226.88
54.85 55.43 39.86
94.93 90.42 80.96
361.57 - 1,768.69
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SCHEDULES FORMING PART OF REFORMATTED BALANCE SHEET AS AT

(INR in Million)
| \ For The Year Ended
Particulars 31.03.2010  31.03.2009  31.03.2008
Loans to subsidiary (Refer Note 8 to Schedule 17 for FY 09-
10 and Refer Note 10 to Schedule 17 for FY 08-09) - 241.87 243.70
Advances to subsidiaries (Refer Note 8 to Schedule 17 for FY
09-10 and Refer Note 10 to Schedule 17 for FY 08-09) 69.58 40.92 10.31
MAT Credit Entitlement - 24.99 3.60
Advance Payment of Taxes 149.82 149.67 90.03
(Net of Provision for Tax - Rs. 90.01 Million
(2009 - Rs. 169.83 Million : 2008 - Rs. 148.45 Million)
888.99 748.98 2,464.03
Schedule 11
CURRENT LIABILITIES
Sundry creditors
Total Outstanding dues to Micro and Small Enterprises (Refer
Note 4 to Schedule 17 for FY 09-10 and Refer Note 4 to
Schedule 17 for FY 08-09) - - -
Dues of creditors other than Micro and Small Enterprises 94.34 63.22 145.51
Other Liabilities 83.60 72.85 66.62
Bank Book Overdraft 2.89 0.98 -
Deferred Revenue Income - 11.31 -
Interest Accrued but not due 8.75 10.70 5.40
Advances from Customers 14.31 14.71 15.89
Unclaimed Dividend * 0.01 0.01 0.02
203.90 173.78 233.44
* Note: Appropriate amount shall be transferred to "Investor
Education and Protection Fund" if and when due.
Schedule 12
PROVISIONS
Provision for Gratuity (Refer Note14(a) to Schedule 17 for
FY 09-10 and Refer Note 14(a) to Schedule 17 for FY 08-09) 1.50 1.22 -
1.50 1.22 -
Provision for Undertaking
Beginning of the year - 20.71 -
Add : Provision for the year - - 20.71
Less : Settled during the year - 20.71 -
End of the year - - 20.71
1.50 1.22 20.71
Schedule 13
MISCELLANEOUS EXPENDITURE
(To the extent not written off or adjusted)
Preliminary expenses
As per last balance sheet - - 87.01
Add: incurred during the year - - -
- - 87.01
Less: Share issue expenses adjusted against Securities
Premium - - 65.62
Less: Other Adjustments - - 12.15
Less: Amortised / Written off during the year - - 9.24
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SCHEDULES FORMING PART OF REFORMATTED PROFIT AND LOSS ACCOUNT
(INR In Million)
For The Year Ended

31.03.2010  31.03.2009 31.03.2008

Particulars

Schedule 14

OTHER INCOME

Dividend

Long Term Investments - Non Trade

Current Investments

Interest Income

Bank Deposits

(TDS :- 2010 - Rs.2.03 Million : 2009 - Rs.2.86 Million : 2008 - Rs.
1.95 Million)

Others

(TDS :- 2010 - Rs. Nil : 2009 - Rs. Nil : 2008 - Rs. Nil)

Profit / (Loss) on Sale of Investment

Exchange Gain (net) (Refer Note 5 to Schedule 17 for FY 08-09)
Undertaking Fee (Refer Note 6 to Schedule 17 for FY 09-10 and
Refer Note 8 to Schedule 17 for FY 08-09)

Excess Provision Write Back

Insurance Claim Received

Miscellaneous Income (Refer Note 19 to Schedule 17 for FY 09-10
and Refer Note 19 to Schedule 17 for FY 08-09)

Schedule 15
OPERATING AND OTHER EXPENSES

Personnel Expenses

Salaries, Staff Remuneration and Bonus

Contribution to Provident and Other Fund (Refer Note14(b) to
Schedule 17 for FY 09-10 and Refer Note 14(b) to Schedule 17 for
FY 08-09)

Gratuity (Refer Note14(a) to Schedule 17 for FY 09-10 and Refer
Note 14(a) to Schedule 17 for FY 08-09)

Staff Welfare

Technician Fees

Technical Services Payments
Communication Cost
Consumables Stores
Director's Sitting Fees
Electricity Charges
Insurance Cost

Legal and Professional Fees
Loss on sale of Assets (net)
Rates and Taxes

Rebates and Discount

Rent

Traveling and Conveyance
Miscellaneous Expenses

0.03 0.03 0.01
- - 2.00
12.51 20.48 21.92
18.16 23.68 7.72
2.03 3.40 -
- 49.68 8.63
11.31 8.57 18.54
1.93 1.30 -
- 6.37 -
4.46 3.97 16.75
50.43 117.48 75.57
80.51 80.57 59.41
2.04 1.93 1.15
0.27 1.22 -
1.93 5.00 7.08
175.53 189.17 166.39
6.46 12.90 32.08
7.85 11.28 9.41
19.32 19.39 19.97
0.18 0.32 0.22
23.81 29.02 19.31
6.73 6.27 5.38
7.27 17.24 7.89
0.01 1.56 -
1.15 5.21 1.29
24.67 8.96 10.12
31.38 32.09 18.04
11.83 11.86 21.37
19.24 15.02 18.97
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SCHEDULES FORMING PART OF REFORMATTED PROFIT AND LOSS ACCOUNT
(INR In Million)

For The Year Ended
31.03.2010 31.03.2009 31.03.2008

Particulars

Repairs & Maintenance
Repairs and Maintenance-Equipment
Repairs and Maintenance-Studio/Office Premises

Bad Debts Written Off
Provision for Doubtful Debts

Exchange Loss (net)
Auditor's Remuneration
As Auditor

Audit Fees

In Other Matters

Schedule 16
FINANCIAL EXPENSES
Interest on Working Capital Finance
Interest on Term Loan
Interest on Buyer's Credit
Interest on Others
Bank Charges

13.48 9.96 6.23
4.51 4.23 3.96
1.70 49.87 -

31.00 - -

21.29 - -
2.00 1.50 0.07
0.74 0.51 0.24

494.90 515.08 408.58

55.70 51.12 4.90

18.71 20.94 25.94

36.37 62.00 29.29
1.85 2.71 6.43

10.92 4.16 6.18

123.55 140.93 72.74
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Schedule forming part of Reformatted Financial Statement for the Financial Year 2009-10
Schedule 17 - Notes to Accounts

1. Nature of Operations:

Prime Focus Limited is engaged in the business of Post Production and Visual Effects services for
Films and Television content.

2. Statement of Significant Accounting Policies:

a. Basis of Preparation

The financial statements have been prepared to comply in all material respects in respects with the Notified
Accounting Standards by Companies Accounting Standards Rules, 2006 (as amended) and the relevant
provisions of the Companies Act, 1956. The financial statements have been prepared under the historical
cost convention on an accrual basis. The accounting policies have been consistently applied by the
Company, are consistent with those used in the previous year.

b. Use of Estimates

The preparation of financial statements in conformity with generally accepted accounting principles requires
management to make estimates and assumptions that affect the reported amounts of assets and liabilities and
disclosure of contingent liabilities at the date of the financial statements and the results of operations during
the reporting period. Although these estimates are based upon management’s best knowledge of current
events and actions, actual results could differ from these estimates.

c. Fixed Assets

Fixed assets are stated at cost less accumulated depreciation. Cost comprises the purchase price and any
attributable cost of bringing the asset to its working condition for its intended use. Borrowing costs relating
to acquisition of fixed assets which takes substantial period of time to get ready for its intended use are also
included to the extent they relate to the period till such assets are ready to be put to use.

d. Depreciation

Depreciation is provided using the Straight Line Method as per the useful lives of the assets estimated by the
management, or at the rates prescribed under Schedule XIV of the Companies Act, 1956 whichever is

higher.
Asset Group Rates (SLM) (Sscgﬁg;l le XIV' Rates
Buildings 1.63% 1.63%
Plant & Machinery - Computer Based Assets 16.21% 16.21%
Plant & Machinery - Non Computer Based Assets 7.07% - 14.29% 7.07%
Furniture & Fixtures and Electrical Fittings 10.00% 6.33%
Office Equipments 16.21% 13.91%
Vehicles 9.50% 9.50%

e. Intangible Assets
Film Rights

The Company amortizes film costs using the individual-film-forecast method. Under the individual-film-
forecast method, such costs are amortized for each film in the ratio that current period revenue for such
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films bears to management’s estimate of remaining unrecognised ultimate revenue as at the beginning of the
current fiscal year. Management regularly reviews and revises, where necessary, its total estimates on a
film-by-film basis, which may result in a change in the rate of amortization and/or a write down of the
intangible asset to fair value.

Software
Software is amortized on straight line basis over its estimate of useful life which is estimated to be six years.
f. Impairment

The carrying amounts of assets are reviewed at each balance sheet date if there is any indication of
impairment based on internal/external factors. An impairment loss is recognized wherever the carrying
amount of an asset exceeds its recoverable amount. The recoverable amount is the greater of the asset’s net
selling price and value in use. In assessing value in use, the estimated future cash flows are discounted to
their present value at the weighted average cost of capital.

g. Leases

Leases where the lessor effectively retains substantially all the risks and benefits of ownership of the leased
item 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 leased term.

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

i. Revenue Recognition

Revenue is recognized to the extent that it is probable that the economic benefits will flow to the Company
and the revenue can be reliably measured.

Technical services receipts are recognised on the basis of services rendered and when no significant
uncertainty exists as to its determination or realisation using proportionate completion method.

Unbilled revenue represents revenue recognised based on proportionate completion not yet invoiced to the
customers.

Revenue from TV program production services are recognized on delivery of the episodes.

Interest income is recognised on a time proportion basis taking into account the amount outstanding and the
rate applicable.

Dividends are recognised when the sharecholders’ right to receive payment is established by the balance
sheet date. Dividend from subsidiaries is recognised even if same are declared after the balance sheet date
but pertains to period on or before the date of balance sheet as per the requirement of Schedule VI of the
Companies Act, 1956.

Undertaking fees is recognized on accrual basis over the tenure of the undertaking given.
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j.

Foreign Currency Transactions
Initial Recognition

Foreign currency transactions are recorded in the reporting currency, by applying to the foreign currency
amount the exchange rate between the reporting currency and the foreign currency at the date of the
transaction.

Conversion

Foreign currency monetary items are reported using the closing rate. Non-monetary items which are carried
in terms of historical cost denominated in a foreign currency are reported using the exchange rate at the date
of the transaction; and non-monetary items which are carried at the fair value or other similar valuation
denominated in a foreign currency are reported using the exchange rates that existed when the values were
determined.

Exchange Differences

Exchange differences, in respect of accounting periods commencing on or after December 7, 2006, arising
on reporting of long-term foreign currency monetary items at rates different from those at which they were
initially recorded during the period, or reported in previous financial statements, in so far as they relate to
the acquisition of a depreciable capital asset, are added to or deducted from the cost of the asset and are
depreciated over the balance life of the asset, and in other cases, are accumulated in a “Foreign Currency
Monetary Item Translation Difference Account” in the enterprise’s financial statements and amortized over
the balance period of such long-term asset/liability but not beyond accounting period ending on or before
March 31, 2011

Exchange differences arising on the settlement of monetary items not covered above, or on reporting such
monetary items of company at rates different from those at which they were initially recorded during the
year, or reported in previous financial statements, are recognized as income or as expenses in the year in
which they arise.

k. Income Taxes

Tax expense comprises of current, deferred and fringe benefit tax. Current income tax and fringe benefit tax
is measured at the amount expected to be paid to the tax authorities in accordance with the Income Tax Act,
1961 enacted in India. Deferred income taxes reflects 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 and deferred tax liabilities are offset, if a legally enforceable right
exists to set off current tax assets against current tax liabilities and the deferred tax assets and deferred tax
liabilities relate to the taxes on income levied by same governing taxation laws. Deferred tax assets are
recognised 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 realised. In situations where the Company has
unabsorbed depreciation or carry forward tax losses, all deferred tax assets are recognised only if there is
virtual certainty supported by convincing evidence that they can be realised against future taxable profits.

At each balance sheet date the Company re-assesses unrecognised deferred tax assets. It recognises
unrecognised deferred tax assets to the extent that it has become reasonably certain or virtually certain, as
the case may be that sufficient future taxable income will be available against which such deferred tax assets
can be realised.

The carrying amount of deferred tax assets are reviewed at each balance sheet date. The Company writes-
down the carrying amount of a deferred tax asset to the extent that it is no longer reasonably certain or
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virtually certain, as the case may be, that sufficient future taxable income will be available against which
deferred tax asset can be realised. Any such write-down is reversed to the extent that it becomes reasonably
certain or virtually certain, as the case may be, that sufficient future taxable income will be available.

Minimum Alternative Tax (MAT) credit is recognised as an asset only when and to the extent there is
convincing evidence that the Company will pay normal income tax during the specified period. In the year
in which the MAT credit becomes eligible to be recognized as an asset in accordance with the
recommendations contained in Guidance Note issued by the Institute of Chartered Accountants of India, the
said asset is created by way of a credit to the profit and loss account and shown as MAT Credit Entitlement.
The Company reviews the same at each balance sheet date and writes down the carrying amount of MAT
Credit Entitlement to the extent there is no longer convincing evidence to the effect that Company will pay
normal Income Tax during the specified period.

Segment Reporting

The Company’s operations predominantly relate to providing end-to-end post production services to the
media and entertainment industry viz., Films and Television. The Company’s operating businesses are
organized and managed according to the services and are identified as reportable segment based on the
dominant source and nature of risks and returns as primary and secondary segments. The analysis of
geographical segments is based on the areas in which major operating divisions of the Company operate.

Earnings Per Share

Basic earnings per share are calculated by dividing the net profit or loss for the period attributable to equity
shareholders by the weighted average number of equity shares outstanding during the period. The weighted
average numbers of equity shares outstanding during the period are adjusted for events of bonus issue;
bonus element in a rights issue to existing shareholders; share split; and reverse share split (consolidation of
shares).

For the purpose of calculating diluted earnings per share, the net profit or loss for the period attributable to
equity shareholders and the weighted average number of shares outstanding during the period are adjusted
for the effects of all dilutive potential equity shares.

Provisions
A provision is recognised when an enterprise has a present obligation as a result of past event; 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.

Cash & Cash Equivalents

Cash and cash equivalents in the balance sheet comprise cash at bank and in hand, short term investments
with original maturity of three months or less and fixed deposits with banks.

Derivative Instruments
As per the ICAI Announcement, accounting for derivative contracts, other than those covered under AS-11,
are marked to market on a portfolio basis, and the net loss after considering the offsetting effect on the

underlying hedge item is charged to the income statement. Net gains, if any, are ignored.

Retirement and other Employee Benefits
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Post employment benefits and other long term benefits:

Retirement benefits in the form of Provident Fund and Family Pension Fund is a defined contribution scheme
and the contributions are charged to the profit and loss account of the year when the contributions to the
respective funds are due. Liability in respect thereof is determined on the basis of contributions as required
under the Statue / Rules. There are no other obligations other than the contribution payable to the respective

trusts.

Gratuity liability is a defined benefit obligation and is provided for on the basis of an actuarial valuation done
as per Projected Unit Credit method, carried out by an independent actuary at the end of the year.

3. Detail of charges provided for Secured Loans:

Nature

Value

Security

Term Loan

Rs. 105.43
Million

i.  Subservient Charge on the movable Fixed Assets and
Receivables of the Company

ii. Personal Guarantee of the Promoter Director.

iii. Pledge of Shares by Promoters

iv. Escrow of rent payment receivable by Promoters.

Term Loan

Rs. 179.71
Million

i. First Charge on the Company’s entire Book Debts, Bills whether
documentary or clean, outstanding monies, receivables, both present
and future and Term Deposits.

ii. First Charge on the Fixed Assets of the Company, both present and
future.(except Royal Palms property)

iii. Personal Guarantees of the Promoter Director.

Term Loan

Rs.327.77 Million

i. First Charge against the Property Financed & Project Assets.
ii. Personal Guarantees of the Promoter Director.

Term Loan

Rs.8.00 Million

i. First Charge against the equipment financed.

Buyers Credit

Rs. 443.31
Million

i. First Charge on the Company’s entire Book Debts, Bills whether
documentary or clean, outstanding monies, receivables, both present
and future and Term Deposits.

ii. First Charge on the Fixed Assets of the Company, both present and
future.(except Royal Palms property)

iii. Personal Guarantees of the Promoter Director.

Nature

Value

Security

Cash Credit
Over Draft

Rs. 173.57
Million

i. First Charge on the Company’s entire Book Debts, Bills whether
documentary or clean, outstanding monies, receivables, both
present and future.

ii. First Charge on the Fixed Assets of the Company, both present and
future.

iii. Personal Guarantees of the Promoter Director.

Cash Credit
Over Draft

Rs. 17.69 Million

i.  First Charge on Current Asset
ii. Personal Guarantee of Director.
iii. Pledge of shares by Promoters

Short Term
Demand Loan

Rs. 250.00 Million

i.  First Charge on Current Asset
ii. Personal Guarantee of Director.
iii. Pledge of shares by Promoters

Vehicle Loan

Rs.13.24 Million

i. First Charge on the Vehicles Financed

4. The Company does not have suppliers who are registered as micro, small or medium enterprise under the
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Micro, Small and Medium Enterprises Development Act, 2006 as at March 31, 2010. The information regarding
micro, small and medium enterprises has been determined on the basis of information available with the
management.

5. Investments purchased and sold during the year:

(INR in Million)
Face As at Purchased Redeemed As at
Particulars Value March 31, During the During the March 31,
2009 Year Year 2010

Other than Trade Quoted units
of Debentures - Units
DSP  Merrill Lynch - Principal | gg 10/ 5.00 . 5.00 .
Protected Debenture

Other than Trade Unquoted units
Mainframe Premises Co-Operative
Society Ltd.

— Equity Shares

- 0.00 - 0.00

6. During the FY 2008-09 the Company was allotted 505,050 ordinary shares of 5 pence each in Prime Focus London
Plc, a subsidiary of the Company, as fully paid up for consideration other than cash for providing an undertaking
on certain future obligations, to the vendors under the Share Purchase Agreement entered by Prime Focus London
Plc. to acquire Machine Effects Limited.

The outcome of these obligations is dependent on uncertain future events for which no reliable estimate can be
made. Hence no provision is considered necessary (Refer Note 13 (ii) of Schedule 16).

Subsequent to year end, the parties to whom the undertaking was provided have asked the Company to confirm
that it will honor the guarantee provided by the Company. The Company has filed a suit in Mumbai High Court
alleging that the terms of the undertaking are not tenable and hence no liability is expected to crystallise on the
Company.

7. Segment Information

The Company is presently operating an integrated post production setup. The entire operations are governed by the
same set of risks and returns and hence have been considered as representing a single segment. The said treatment
is in accordance with the guiding principles enunciated in the Accounting Standard on Segment Reporting (AS-
17).

Geographical Segment
Although the Company’s major operating divisions are managed in India, the following table shows the distribution

of the Company’s consolidated sales by geographical market, regardless of where the services were provided:
Income from Operations by Geographical Area

(INR in Million)
2010 2009
India 807.38 871.35
United Kingdom 23.90 3.10
U.S. 116.72 3.79
Canada 3.91 26.89
Other Countries 0.82 5.83
952.73 910.96

Segment Assets by Geographical Area and additions to Segment Assets
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(INR in

Million)
Segments Assets Additions to Fixed Assets and
intangibles
2010 2009 2010 2009

India 3,140.02 3,147.57 58.58 603.03
United Kingdom 36.41 180.34 Nil Nil
U.S. 106.23 2.79 Nil Nil
Canada 0.45 6.53 Nil Nil
Other Countries 4.17 5.62 Nil Nil
3,287.28 3,342.85 58.58 603.03

8. Related party disclosures:
a. List of Parties where control exists, irrespective of transactions:

i) Subsidiary Companies
Prime Focus London Plc.
Prime Focus Technologies Private Limited
Flow Post Solutions Private Limited
Prime Focus Investments Limited
GVS Software Private Limited
Prime Focus Motion Pictures Limited

ii) Step-down Subsidiaries
Subsidiary of Prime Focus Investments Limited
Prime Focus North America, Inc (Formerly known as Post Logic Studios, Inc)
1800 Vine Street LLC (Subsidiary of Prime Focus North America, Inc)
Prime Focus VFX Services I Inc
Prime Focus VFX Services II Inc
Prime Focus VFX Technology Inc
Prime Focus VFX Pacific Inc
Prime Focus VFX USA Inc
Prime Focus VFX Australia Pty Limited

Subsidiary of Prime Focus London Plc.

Prime Focus Visual Entertainment Services Limited (Formerly known as Blue Post Production
Limited)

The Machine Room Limited (Liquidated during the year)

VTR Media Investments Limited

Machine Effects Limited

PF (Post Production) Limited (Liquidated during the year)

37 Dean Street Limited

Amazing Spectacles Limited (Formerly The Hive Animation Limited (Subsidiary of VTR Media
Investments Limited)

Clipstream Limited (Subsidiary of VTR Media Investments Limited)

K Post Limited (Subsidiary of VTR Media Investments Limited) (Liquidated during the year)
United Sound & Vision Limited (Subsidiary of VTR Media Investments Limited)
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b. List of related parties with whom transactions have taken place during the year

i) Key Management Personnel
Mr. Naresh Malhotra - Chairman

Mr. Namit Malhotra — Managing Director

ii) Relatives of Key Management Personnel

Ms. Neha Malhotra
Mr. Premnath Malhotra

iii) Enterprises owned or significantly influenced by Key Management Personnel or their

relatives

Blooming Bud Coaching Private Limited

Particulars of Related Party Transactions

(INR in Million)
SN 2010 2009
1 Key Management Personnel*
A Remuneration
Namit Malhotra 3.00 3.00
Naresh Malhotra 3.00 3.00
6.00 6.00
B Balance Outstanding at the year end — Remuneration Payable
Namit Malhotra 0.17 0.24
Naresh Malhotra 0.17 0.24
0.34 0.48
2 Relatives of Key management Personnel
Professional Fees
Neha Malhotra Nil 0.45
Premnath Malhotra 0.14 0.22
0.14 0.67
3 Step-down Subsidiaries #
A Revenue
i) Prime Focus North America, Inc 116.72 3.79
ii) Prime Focus VFX Services II, Inc 391 26.89
B Technical Service payments
i) Prime Focus VFX Services II, Inc Nil 1.09
C Interest on loans
i) Prime Focus North America, Inc Nil 10.87
D Loans and Advances - Given
i)  Prime Focus North America, Inc 2.51 17.46
ii) Prime Focus VFX Service 11, Inc 12.22 Nil
E Loans and Advances - Repaid
i)  Prime Focus North America, Inc Nil (153.73)
ii) Prime Focus VFX Service II, Inc (1.65) Nil
F Balance outstanding at the year end
i) Debtors
1. Prime Focus VFX Services 11 0.45 6.53
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S.N

o 2010 2009
2. Prime Focus North America, Inc 106.23 3.79
ii) Advances to subsidiary
1. Prime Focus North America, Inc 1.24 (1.27)
2. Prime Focus VFX Services 11 11.01 0.73
4 Subsidiaries
A Revenue
i)  Prime Focus London Plc 22.97 3.10
ii) Prime Focus Technologies Private Limited 0.09 0.04
B Technical Service Payments
i) Prime Focus London Plc Nil 4.48
C Investment in Equity Shares
(including shares received for consideration other than cash)
i) Prime Focus London Plc Nil 95.30
ii) Prime Focus Investments Limited Nil 1,690.35
iii) Prime Focus Motion Pictures Limited Nil 0.50
iv) GVS Software Private Limited Nil 0.10
D Share Application
i)  Prime Focus London Plc 234.04 Nil
ii) Prime Focus Investment Limited 127.53 Nil
E Loans and Advances - Given
i) Prime Focus London Plc 19.19 246.96
ii) Prime Focus Technologies Private Limited 35.25 33.60
F Loans and Advances - Repaid
i)  Prime Focus London Plc Nil 261.16
ii) Prime Focus Technologies Private Limited 7.60 Nil
G Interest on loans to Subsidiary
i) Prime Focus London Plc Nil 7.89
ii) Prime Focus Technologies Private Limited 5.34 1.18
H Balance outstanding at the year end
i) Debtors
1. Prime Focus London Plc. 25.01 5.83
2. Prime Focus Technologies Private Limited 0.12 Nil
ii) Advances to subsidiary
1. Prime Focus London Plc. 11.00 2.30
2. Flow Post Solutions Private Limited 0.00 0.00
3. Prime Focus Motion Pictures Limited 0.58 0.58
4. Prime Focus Technologies Private Limited 45.73 34.78
iii) Loans to subsidiary
1. Prime Focus London Plc. Nil 241.87
iv) Share application money
1. Prime Focus Investment Limited 127.53 Nil
2. Prime Focus London Plc. 234.04 Nil
5 Enterprises owned or significantly influenced by Key
Management Personnel or their relatives
A Rent
i) Blooming Bud Coaching Private Limited 24.00 21.25
B Deposits given
i) Blooming Bud Coaching Private Limited Nil 13.20
C Balance outstanding at the year end — Deposits
i) Blooming Bud Coaching Private Limited 48.00 48.00
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* Key management personnel have given personal guarantee and have pledged part of their share holdings for

borrowings obtained by the Company. (Refer note 3 of Schedule 16)

# Company has given guarantee for lease taken by Step down Subsidiaries (Prime Focus North America Inc.)

(Refer note 13 (v) of Schedule 16)

9. Leases:

a) The Company has taken the premises on non-cancellable operating lease basis. The tenure of lease is for 60
months and further expandable for 10 years without non cancellation clause on mutual consent with
escalation clause. Future lease rentals in respect of the said premises taken on non-cancellable operating

leases are as follows:

(INR in Million)
2010 2009
Lease Payments due within one year 2.50 11.22
Lease Payments due later than one but not later than five years 6.15 7.50
Lease Payments due later than five years Nil 1.15

b) The Company has taken certain premises on cancellable operating lease basis. The tenure of the lease ranges

from 11 to 180 months

c¢) Amount of lease rental charged to the Profit and loss account in respect of operating leases is Rs. 31.38

Million (previous year Rs.32.09 Million)

10. Earnings per Share (EPS):

(INR in Million)
2010 2009

Net profit as per profit and loss account including exceptional items for

calculation of basic and diluted EPS 127.27 133.47
Weighted average number of equity shares in calculating basic EPS 12,822,588 12,739,300
Add : Weighted average number of equity shares which would be

issued on conversion of FCCB. 1,952,760 1,562,205
Weighted average number of equity shares in calculating diluted EPS 14,775,348 14,301,505
Basic EPS 9.93 10.48
Diluted EPS 8.85 9.33

11. No amortization has been done for Film Rights in the current year as the rights are not exercisable in the current

year. Since the rights are available for a period of more than 10 years the useful life of the rights is considered to

be more than 10 years.

12. Capital Commitment

(INR in Million)
2010 2009
i. Estimated amount of contracts remaining to be executed on capital
. 52.94 16.15
account and not provided for:
13. Contingent Liabilities not provided for:
(INR in Million)
2010 2009
1. On account of undertakings given by the Company in favour of
Customs authorities at the time of import of capital goods under 748.59 797.03

EPCG Scheme. The Company is confident of meeting its future
obligations on such undertakings in the normal course of business.
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ii. On account of undertaking given on future probable obligation on

behalf of subsidiary company in the course of acquisitions made. 61.08 69.36
(Refer Note No. 6 of schedule 16)
iii. Matters pending with Tax Authorities (Block Assessment). Company
has been advised that it has a valid case based on similar decided 0.11 1.05
matters.
iv. Matters pending with Tax Authorities towards addition made by the
tax authorities for the AY 2007-08. Company has gone for an appeal 5.27 Nil
to CIT (Appeals) and has made full payment of demand under protest.
v . Guarantee for Lease taken by step-down subsidiary 44.98 50.64
(USD 1 Million) | (USD 1 Million)
vi. Premium on conversion of FCCB (Refer Note No. 18 (¢)) 420.38 269.14

14. Gratuity and other post-employment benefit plans:

a. Define benefit plans:

The Company has a defined benefit gratuity plan. Every employee who has completed five years or more of
service gets a gratuity on departure at 15 days salary (last drawn salary) for each completed year of service. This

plan is unfunded.

The following tables summarise the components of net benefit expense recognised in the profit and loss account
and the funded status and amounts recognised in the balance sheet for the respective plans.
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Profit and Loss account

Net employee benefit expense (recognised in Employee Cost)

(INR in
Million)
Particulars March 31, 2010 March 31, 2009
Amount Amount
Current service cost 0.74 0.55
Interest cost on benefit obligation 0.09 0.07
Expected return on plan assets - -
Net actuarial( gain) / loss recognised in the year (0.54) 0.22
Past service cost - 0.38
Net benefit expense 0.29 1.22
Actual return on plan assets Not Applicable Not Applicable
Balance sheet (INR in Million)
Details of Provision for gratuity March 31, 2010 March 31, 2009
Amount Amount
Defined benefit obligation 1.50 1.22
Fair value of plan assets.. - -
Amount recognised in the balance sheet 1.50 1.22
Changes in the present value of the defined benefit obligation are as follows: (INR in Million)
Particulars March 31, 2010 March 31, 2009
Amount Amount
Opening defined benefit obligation 1.22 0.38
Interest cost 0.09 0.07
Current service cost 0.74 0.55
Benefits paid - -
Actuarial (gains) / losses on obligation (0.54) 0.22
Closing defined benefit obligation 1.50 1.22
Changes in the fair value of plan assets are as follows:
The Company does not fund the gratuity nor it has plans presently to contribute in the next year and hence the
disclosure relating to fair value of plan assets is not applicable.
The principal assumptions used in determining gratuity obligations for the Company’s plans are shown below:
March 31, 2010 March 31, 2009
% %
Discount rate 7.75% 7.75%
Expected rate of return on assets Not Applicable Not Applicable
Employee turnover 2 % 2 %

The estimates of future salary increases, considered in actuarial valuation, take account of inflation, seniority,
promotion and other relevant factors, such as supply and demand in the employment market.
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Amounts for the current and previous year are as follows: [AS15 Para 120(n)] (INR in Million)

Particulars March 31, 2010 March 31, 2009
Amount Amount

Defined benefit obligation 1.50 1.22

Plan assets - -

Surplus / (deficit) (1.50) (1.22)

Experience adjustment on plan liabilities (gain) / loss -

Experience adjustment on plan asses

b. Defined Contribution Plan:

(0.32)

Amount recognized as an expense and included in Schedule — 14 as Contribution to Provident and Other Fund Rs.

2.04 Million (Previous Year — 1,93 Million).

15. Directors remuneration:

(INR in Million)
March 31, 2010 March 31, 2009
Salaries 6.00 6.00
Perquisites Nil Nil
Contribution to Provident Fund Nil Nil
TOTAL 6.00 6.00

Computation of Net Profit in accordance with Section 349 of the Companies Act, 1956 for calculation of

remuneration payable to Directors

(INR in Million)

March 31, 2010 March 31, 2009
Profit as per Profit and Loss Account 127.27 133.47
Add:
Directors' Remuneration 6.00 6.00
(Loss)/Profit on sale of Fixed Assets as per Section 349 of the
Companies Act, 1956 (0.01) (1.56)
Net Profit as per Section 349 of the Companies Act, 1956 133.25 137.90
Maximum remuneration allowed to Managing and Whole time
Directors at 10% of the net profits as calculated above 13.33 13.79
Remuneration Paid to Directors 6.00 6.00

16. Details of loans given to subsidiaries and associates and firms/companies in which directors are

interested:

1. Prime Focus London Plc :

Balance as at March 31, 2010: Rs. Nil. (Previous Year Rs. 241.87 Million)
(Previous Year Rs. 251.32 Million)

Maximum Amount outstanding during the year Rs. 241.87 Million

2. Prime Focus North America, Inc. :

Balance as at March 31, 2010: Rs. Nil (Previous Year Rs. Nil)

Maximum Amount outstanding during the year Rs. Nil (Previous Year Rs. 150.54 Million)

3. Prime Focus Technologies Private Limited :

Balance as at March 31, 2010: Rs. 41.62 Million (Previous Year Rs. 33.60 Million)
Maximum Amount outstanding during the year Rs. 45.26 Million (Previous Year Rs. 35.68 Million)
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17. Derivative Instruments and Unhedged Foreign Currency Exposure:

(INR in Million)
Value (March 31, Value (March 31, Purpose
2010) 2009)
Particulars of Derivatives
Currency Swap
USD 1.53 Million Hedge against exposure to
USD - JPY Nil (JPY 191.13 forei a .
1 oreign currency fluctuations.
Million)
Particulars of Unhedged Foreign Currency Exposure as at the Balance Sheet Date
439.77 608.98
(USD 9.78 Million @ | (USD 11.97 Million For import of equipments
Closing Rate of @ Closing Rate of
, PR 1 USD = Rs. 44.98) 1 USD = Rs. 50.88)
Buyer’s Credit (Liability) 3.54 Million 38.44 Million
(EUR 0.06 Million @ | (EUR 0.57 Million @
Closing Rate of Closing Rate of For import of equipments
1 EUR = Rs.60.84) 1 EUR = Rs.67.46)
Zero Coupon Foreign Currency 2,162.70 2,162.70 For strategic af:quisitions -and /
Convertible Bonds (Liability) (USZD. 55.00 (USD 55.00 or strategic alliances outside of
Million) Million) India
136.87 20.78 Amount receivable for services
Sundry Debtors (Assets) (USD 2.48 Million & (USD 0.41 rendered to Overseas Subsidiary
GBP 0.37 Million) Million) and others
. 234.05 Advances given to Overseas
Loans and Advances (Assets) Nil (USD 4.60 Million) | Subsidiary and otbers
Investment in Foreign
Subsidiary — Prime Focus (GBP 3.15%71\(/)[i11i0n) (GBP 3.15%71\(/)Iillion) Investment in Subsidiary
London (Assets)
Investment in Foreign 1.690.35 1,690.35
Subsidiary — Prime Focus (USD 4;3 06 Million) (USD 43.00 Investment in Subsidiary
Investment Limited (Assets) ) Million)
Investment in Foreign 234.04 . o
Subsidiary — Prime Focus (USD 4.60 Million) Nil Share Application in Subsidiary
London (Assets)
Investment in Forcign 127,53 . .
Subsidiary — Prime Focus (USD 2.75 Million) Nil Share Application in Subsidiary

Investment Limited (Assets)

18. Foreign Currency Convertible Bonds (FCCB):

a.

On December 12, 2007, the Company issued 550 Foreign Currency Convertible Bonds (FCCB’s) of a face value
of USD 0.10 Million each, aggregating to USD 55.00 Million (equivalent — Rs. 2,162.70 Million). The net
proceeds from the issue of the Bonds are to be used for strategic acquisitions and/or strategic alliances outside of
India, for investment into wholly owned subsidiaries and/or joint ventures outside of India, for announced and
future acquisitions, for foreign currency capital expenditure or for any other use, as may be permitted under
applicable laws or regulations from time to time.

As per the terms of the issue, the holders have an option to convert FCCB into Equity Shares at an initial
conversion rate of Rs. 1,386.79 per equity share at a fixed exchange rate of Rs. 39.39 per USD subject to certain
adjustments as per the terms of the issue. In terms of condition of issue, the conversion price has been reset to
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Rs. 1,109 per equity share. Further, under certain conditions, the Company has the option to redeem the bonds on
or after December 12, 2010. Unless previously converted or redeemed or purchased and cancelled, the Company
will redeem these bonds, at 143.66% at the end of the five years from the date of issue i.e. on December 13,
2012. As at March 31, 2010, no bonds have been converted into equity shares of Rs. 10 each and the entire
balance of 550 bonds have been included and disclosed in the Schedule of “Unsecured Loans”.

c. The FCCB’s as detailed above are compound instruments with an option of conversion into specified number of
shares and an underlying foreign currency liability with the redemption at a premium in the event of non
conversion at the end of the period. The bonds are redeemable only if there is no conversion of bonds earlier.
The payment of premium on redemption is contingent in nature, the outcome of which is dependent on uncertain
future events. Hence no provision is considered necessary nor has been made in the accounts in respect of such
premium amounting to Rs. 420.38 Million (Previous Year Rs. 269.14 Million). However, in the event of
redemption, the premium payable would be adjusted against the balance in the Securities Premium Account.

d.  The management is of the opinion that the bonds are a non monetary liability and hence, the exchange gain/
loss on translation of FCCB liability in the event of redemption have not been recognized.

e. Had the Company revalued the bonds as at March 31, 2010 considering it as a long term monetary liability, the
profit for the year ended March 31, 2010 would have been lower by Rs. 46.12 Million (Previous Year: Rs.
208.36 Million) . The reserves as on that date would have been lower by Rs. 265.06 Million (Previous Year:
Rs. 218.94 Million) and foreign currency monetary item would have been Rs. 46.12 Million (Previous Year:
Rs. 416.72 Million).

19. Miscellaneous Income:

As the Company is engaged in providing post production services, net income of Rs. 1.96 Million (Previous Year
Rs.0.95 Million) from production of TV Programme (gross Rs. 27.10 Million (Previous Year Rs. 11.55 Million)
less: direct cost of Rs. 25.14 Million (Previous Year Rs. 10.60 Million)) is disclosed under other income as
Miscellaneous Income. The revenue of the Company for the year including revenue from TV production income
is Rs. 979.82 Million (Previous Year Rs. 922.50 Million)

20. Investments include Rs. 610.70 Million (Previous Year: Rs. 610.70 Million) in Prime Focus London Plc, UK [‘PF
UK’], a subsidiary company. The Company has also paid an amount of to Rs. 234.04 Million (Previous Year Rs.
Nil) to PF UK for which shares are yet to be issued to the Company. PF UK has recorded profits in Mar 09 and
Mar 10. The Market value of shares as on March 31, 2010 is Rs. 150.35 Million (Previous Year: Rs. 99.66
Million). These being long term and strategic investments and also in view of the projected profitable operations
of these companies, the management is of the view that there is no diminution other than temporary in the value
of these investments and the share application money.

21. Earnings in Foreign Currency — On receipt basis:

(INR in Million)

2010 2009
Technical Service receipts 47.93 47.02
Interest Received 0.55 4.83
48.48 51.86

22. Expenditure in Foreign Currency — On payment basis:

(INR in Million)

2010 2009
a. On Interest & Finance Charges 30.56 13.98
b. On Other accounts 1.84 1.90
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32.40 15.89
23. C I F Value of imports:
(INR in Million)
2010 2009
Capital Goods 322.73 385.97

24. Previous year’s figures have been regrouped where necessary to confirm to this year’s classification.

Place: Mumbai
Date: November 1, 2010

For and on behalf of the Board of Directors

Naresh Malhotra
(Chairman)

Rivkaran Chadha

(Director)

Navin Agarwal

(Company Secretary)
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Schedule forming part of Reformatted Financial Statement for the Financial Year 2008-09
Schedule 17 - Notes to Accounts

1. Nature of Operations:

Prime Focus Limited is engaged in the business of Post Production and Visual Effects services for
Films and Television content.

2. Statement of Significant Accounting Policies:

a. Basis of Preparation

The financial statements have been prepared to comply in all material respects in respects with the Notified
Accounting Standards by Companies Accounting Standards Rules, 2006 (as amended) and the relevant
provisions of the Companies Act, 1956. The financial statements have been prepared under the historical cost
convention on an accrual basis. The accounting policies have been consistently applied by the Company and
except for the changes in accounting policy discussed more fully below, are consistent with those used in the

previous year.
b. Use of Estimates

The preparation of financial statements in conformity with generally accepted accounting principles requires
management to make estimates and assumptions that affect the reported amounts of assets and liabilities and
disclosure of contingent liabilities at the date of the financial statements and the results of operations during the
reporting period end. Although these estimates are based upon management’s best knowledge of current events
and actions, actual results could differ from these estimates.

c. Fixed Assets

Fixed assets are stated at cost less accumulated depreciation. Cost comprises the purchase price and any
attributable cost of bringing the asset to its working condition for its intended use. Borrowing costs relating to
acquisition of fixed assets which takes substantial period of time to get ready for its intended use are also
included to the extent they relate to the period till such assets are ready to be put to use.

d. Depreciation

Depreciation is provided using the Straight Line Method as per the useful lives of the assets estimated by the
management, or at the rates prescribed under Schedule XIV of the Companies Act, 1956 whichever is higher.

Schedule XIV Rates
Asset Group Rates (SLM) (SLM)
Buildings 1.63% 1.63%
Plant & Machinery - Computer Based Assets 16.21% 16.21%
Plant & Machinery - Non Computer Based Assets 7.07% - 14.29% 7.07%
Software 16.21% 16.21%
Furniture & Fixtures and Electrical Fittings 10.00% 6.33%
Office Equipments 16.21% 13.91%
Vehicles 9.50% 9.50%
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e. Impairment

The carrying amounts of assets are reviewed at each balance sheet date if there is any indication of impairment
based on internal/external factors. An impairment loss is recognized wherever the carrying amount of an asset
exceeds its recoverable amount. The recoverable amount is the greater of the asset’s net selling price and value
in use. In assessing value in use, the estimated future cash flows are discounted to their present value at the
weighted average cost of capital.

f. Intangible Assets
Film Rights

The Company amortises film costs using the individual-film-forecast method. Under the individual-film-
forecast method, such costs are amortised for each film in the ratio that current period revenue for such films
bears to management’s estimate of remaining unrecognised ultimate revenue as at the beginning of the current
fiscal year. Management regularly reviews and revises, where necessary, its total estimates on a film-by-film
basis, which may result in a change in the rate of amortisation and/or a write down of the intangible asset to fair
value. No amortization has been done in the current year as the rights are not exercisable in the current year.

g. Leases
Leases where the lessor effectively retains substantially all the risks and benefits of ownership of the leased
item 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 leased term.

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

i. Revenue Recognition

Technical services receipts

Revenue is recognized to the extent that it is probable that the economic benefits will flow to the Company and
the revenue can be reliably measured.

Technical services receipts are recognized on the basis of services rendered and when no significant
uncertainty exists as to its determination or realization.

Interest

Revenue is recognised on a time proportion basis taking into account the amount outstanding and the rate
applicable.

Dividends

Revenue is recognised when the shareholders’ right to receive payment is established by the balance sheet date.
Dividend from subsidiaries is recognised even if same are declared after the balance sheet date but pertains to
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period on or before the date of balance sheet as per the requirement of Schedule VI of the Companies Act,
1956.

Fee for providing undertaking

Undertaking fees is recognized on accrual basis over the tenure of the undertaking given.
Foreign Currency Transactions

Initial Recognition

Foreign currency transactions are recorded in the reporting currency, by applying to the foreign currency
amount the exchange rate between the reporting currency and the foreign currency at the date of the transaction.

Conversion

Foreign currency monetary items are reported using the closing rate. Non-monetary items which are carried in
terms of historical cost denominated in a foreign currency are reported using the exchange rate at the date of the
transaction; and non-monetary items which are carried at the fair value or other similar valuation denominated
in a foreign currency are reported using the exchange rates that existed when the values were determined.

Exchange Differences

Exchange differences, in respect of accounting periods commencing on or after December 7, 2006, arising on
reporting of long-term foreign currency monetary items at rates different from those at which they were initially
recorded during the period, or reported in previous financial statements, in so far as they relate to the
acquisition of a depreciable capital asset, are added to or deducted from the cost of the asset and are depreciated
over the balance life of the asset, and in other cases, are accumulated in a “Foreign Currency Monetary Item
Translation Difference Account” in the enterprise’s financial statements and amortized over the balance period
of such long-term asset/liability but not beyond accounting period ending on or before March 31, 2011

Exchange differences arising on the settlement of monetary items not covered above, or on reporting such
monetary items of company at rates different from those at which they were initially recorded during the year,
or reported in previous financial statements, are recognized as income or as expenses in the year in which they
arise.

k. Income Taxes

Tax expense comprises of current, deferred and fringe benefit tax. Current income tax and fringe benefit tax is
measured at the amount expected to be paid to the tax authorities in accordance with the Indian Income Tax
Act. Deferred income taxes reflects 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 and deferred tax liabilities across various countries of operation are not set off
against each other as the Company does not have a legal right to do so. Deferred tax assets are recognised 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 realised. In situations where the Company has unabsorbed depreciation or
carry forward tax losses, all deferred tax assets are recognised only if there is virtual certainty supported by
convincing evidence that they can be realised against future taxable profits.

The carrying amount of deferred tax assets are reviewed at each balance sheet date. The Company writes-down

the carrying amount of a deferred tax asset to the extent that it is no longer reasonably certain or virtually
certain, as the case may be, that sufficient future taxable income will be available against which deferred tax
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asset can be realised. Any such write-down is reversed to the extent that it becomes reasonably certain or
virtually certain, as the case may be, that sufficient future taxable income will be available.

Minimum Alternative Tax (MAT) credit is recognised as an asset only when and to the extent there is
convincing evidence that the Company will pay normal income tax during the specified period. In the year in
which the MAT credit becomes eligible to be recognized as an asset in accordance with the recommendations
contained in Guidance Note issued by the Institute of Chartered Accountants of India, the said asset is created
by way of a credit to the profit and loss account and shown as MAT Credit Entitlement. The Company reviews
the same at each balance sheet date and writes down the carrying amount of MAT Credit Entitlement to the
extent there is no longer convincing evidence to the effect that Company will pay normal Income Tax during
the specified period.

Segment Reporting

The Company’s operations predominantly relate to providing end-to-end digital post production services to the
media and entertainment industry viz., Film, Advertising and Television. The Company’s operating businesses
are organized and managed according to the services and are identified as reportable segment based on the
dominant source and nature of risks and returns as primary and secondary segments. The analysis of
geographical segments is based on the areas in which major operating divisions of the Company operate.

Earnings Per Share

Basic earnings per share are calculated by dividing the net profit or loss for the period attributable to equity
shareholders by the weighted average number of equity shares outstanding during the period. The weighted
average numbers of equity shares outstanding during the period are adjusted for events of bonus issue; bonus
element in a rights issue to existing shareholders; share split; and reverse share split (consolidation of shares).

For the purpose of calculating diluted earnings per share, the net profit or loss for the period attributable to
equity shareholders and the weighted average number of shares outstanding during the period are adjusted for
the effects of all dilutive potential equity shares.

Provisions
A provision is recognised when an enterprise has a present obligation as a result of past event; 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.

Cash & Cash Equivalents

Cash and cash equivalents in the balance sheet comprise cash at bank and in hand, short term investments with
original maturity of three months or less and fixed deposits with banks.

Derivative Instruments
As per the ICAI Announcement, accounting for derivative contracts, other than those covered under AS-11, are
marked to market on a portfolio basis, and the net loss after considering the offsetting effect on the underlying

hedge item is charged to the income statement. Net gains, if any, are ignored.

Retirement and other Employee Benefits

i) Post employment benefits and other long term benefits:
Retirement benefits in the form of Provident Fund and Family Pension Fund is a defined contribution scheme
and the contributions are charged to the profit and loss account of the year when the contributions to the
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respective funds are due. Liability in respect thereof is determined on the basis of contributions as required
under the Statue / Rules. There are no other obligations other than the contribution payable to the respective

trusts.

Gratuity liability is a defined benefit obligation and is provided for on the basis of an actuarial valuation done
as per Projected Unit Credit method, carried out by an independent actuary at the end of the year.

ii) Short term employee benefits:

Short term employee benefits are recognized as an expense at the undiscounted amount in the profit and loss
account of the year in which the related service is rendered.

3. Detail of charges provided for Secured Loans:

(INR in Million)

Nature

Value

Security

Term Loan

Rs. 357.05

1
il.

iii.
iv.

First Charge against the Property Financed

Subservient Charge on the movable Fixed Assets and
Receivables of the Company

Personal Guarantee of the Promoter Director.

Pledge of Shares by Promoters

Buyers Credit

Rs. 745.45

il.

iii.

v.

Letter of Credit

First Charge on the Company’s entire Book Debts, Bills whether
documentary or clean, outstanding monies, receivables, both
present and future and Term Deposits.

First Charge on the Fixed Assets of the Company, both present
and future.

Personal Guarantees of the Promoter Director.

Cash Credit
Over Draft

/

Rs. 477.49

[

ii.

iii.

First Charge on the Company’s entire Book Debts, Bills whether
documentary or clean, outstanding monies, receivables, both
present and future.

First Charge on the Fixed Assets of the Company, both present
and future.

Personal Guarantees of the Promoter Director.

Short Term
Demand Loan

Rs. 25.00

ii.

First Charge on Current Asset and Personal Guarantee of
Director.
Post Dated Cheques of the Company

Vehicle Loan

Rs.17.95

First Charge on the Vehicles Financed

4. The Company does not have suppliers who are registered as micro, small or medium enterprise under the
Micro, Small and Medium Enterprises Development Act, 2006 as at March 31, 2009. The information regarding
micro, small and medium enterprises has been determined on the basis of information available with the

management.

5. Changes in Accounting Policy:

During the previous year, the Company had adjusted Mark-to-Market losses on loans/liabilities for fixed assets as per
the requirement of Schedule VI of the Companies Act, 1956 as per legal advice received. Consequent to recent
amendment to AS-11, the company has debited the foreign exchange fluctuation including Mark-to-Market loss on
loans/liability on derivative contract aggregating to Rs. 45.17 Million as at March 31, 2008 to Profit and Loss

Account.

6. Changes in Accounting Estimates:
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During the year ended March 31, 2009, the company has changed the useful life of certain Plant & Machinery items
prospectively from April 1, 2008. Consequent to such change, the unamortised depreciable amount will be charged
over the revised remaining useful life of those assets. This change in estimate has resulted in profit after tax being

higher by Rs. 29.05 Million.

7. Investments purchased and sold during the year:

In Units
Face As at Purchased Redeemed As at
Particulars Value March 31, During the During the | March 31,
2008 Year Year 2009
Other than Trade Unquoted units
of Mutual Fund - Units
ICICI Prudential FMP Series 34 - 15

Months Plan Rs. 10 3,000,000 - 3,000,000 -
Long Term Investments (At Cost) -
Other than Trade
In Subsidiary Companies
Quoted, fully paid up

Prime Focus London Plc.

— Equity Shares 5 pence 17,041,751 2,525,252 - 19,567,003
Unquoted, fully paid up

Prime Focus Investment Limited

— Equity Shares 1 Pound 1 21,748,972 -1 21,748,973

Prime Focus Motion Pictures

Limited — Equity Shares Rs. 10 - 50,000 - 50,000

GVS Software Private Limited

— Equity Shares Rs. 10 - 10,000 - 10,000

8. During the year the Company was allotted 2,020,202 ordinary shares of 5 pence each in Prime Focus London Plc. a
subsidiary of the Company, at a premium of 44.50 pence each, as fully paid up.

Also, the Company was allotted 505,050 ordinary shares of 5 pence each in Prime Focus London Plc. A subsidiary of
the Company, as fully paid up for consideration other than cash for providing an undertaking on certain future
obligations, to the vendors under the Share Purchase Agreement entered by Prime Focus London Plc. to acquire
Machine Effects Limited.

The outcome of these obligations is dependent on uncertain future events for which no reliable estimate can be made.
Hence no provision is considered necessary (Refer Note No. 13 (iv)).

. The Company is presently operating an integrated post production setup. The entire operations are governed by the
same set of risks and returns and hence have been considered as representing a single segment. The said treatment is
in accordance with the guiding principles enunciated in the Accounting Standard on Segment Reporting (AS-17).

Geographical Segment

Although the Company’s major operating divisions are managed in India, the following table shows the distribution of
the Company’s consolidated sales by geographical market, regardless of where the services were provided:

Income from Operations by Geographical Area

(INR in Million)
2008

774.48

2009
871.35

India
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United Kingdom 3.10 82.73
U.S. 3.79 Nil
Canada 26.89 Nil
Other Countries 5.83 Nil

910.96 857.21

Segment Assets by Geographical Area and additions to Segment Assets

(INR in Million)
Segments Assets Additions to Fixed Assets and
intangibles
2009 2008 2009 2008

India 3,147.57 2,907.75 603.03 746.90
United Kingdom 180.34 24.45 Nil Nil
U.S. 2.79 Nil Nil Nil
Canada 6.53 Nil Nil Nil
Other Countries 5.62 Nil Nil Nil

3,342.85 2,932.20 603.03 746.90

10. Related party disclosures:

a. List of Parties where control exists, irrespective of transactions:

i) Subsidiary Companies

Prime Focus London Plc (formerly known as VTR Plc.)

Prime Focus Technologies Private Limited
Flow Post Solutions Private Limited
Prime Focus Investments Limited

GVS Software Private Limited

Prime Focus Motion Pictures Limited

ii) Step-down Subsidiaries

Post Logic Studios, Inc

1800 Vine Street LLC

Prime Focus VFX Services I Inc
Prime Focus VFX Services II Inc
Prime Focus VFX Technology Inc
Prime Focus VFX Pacific Inc
Prime Focus VFX USA Inc

Prime Focus VFX Australia Pty Limited
Blue Post Production Limited

The Machine Room Limited

VTR Media Investments Limited
The Hive Animation Limited
Clipstream Limited

K Post Limited

United Sound & Vision Limited
Machine Effects Limited

PF (Post Production) Limited

b. List of related parties with whom transactions have taken place during the year

i) Key Management Personnel
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Mr. Naresh Malhotra - Chairman
Mr. Namit Malhotra — Managing Director

ii) Relatives of Key Management Personnel
Ms. Neha Malhotra
Mr. Premnath Malhotra

iii) Enterprises owned or significantly influenced by Key Management Personnel or their relatives

Blooming Bud Coaching Private Limited

Particulars of Related Party Transactions

(INR in Million)
S.No 2009 2008
1 Key Management Personnel
a Remuneration
Namit Malhotra 3.00 3.00
Naresh Malhotra 3.00 3.00
6.00 6.00
b Balance Outstanding at the year end — Remuneration Payable
Namit Malhotra 0.24 Nil
Naresh Malhotra 0.24 Nil
0.48 Nil
S.No 2009 2008
2 Relatives of Key management Personnel
Professional Fees
Neha Malhotra 0.45 0.60
Premnath Malhotra 0.22 0.24
0.67 0.84
3 Step-down Subsidiaries
a Revenue
i) Post Logic Studios, Inc 3.79 Nil
ii) Prime Focus VFX Services 11 26.89 Nil
b Technical Service payments
i) Prime Focus VFX Services II 1.09 Nil
c Interest on loans
i) Post Logic Studios, Inc. 10.87 Nil
d Loans and Advances - Given
i) Post Logic Studios, Inc. 17.46 Nil
e Loans and Advances - Repaid
i) Post Logic Studios, Inc. (153.73) Nil
f Balance outstanding at the year end
i) Debtors
1. Prime Focus VFX Services II 6.53 Nil
ii) Advances to subsidiary
1. Post Logic Studios, Inc 2.52 Nil
2. Prime Focus VFX Services 11 0.73 Nil
4 Subsidiaries
a Revenue 3.10 82.73
i)  Prime Focus London Plc 0.04 Nil
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11.

ii) Prime Focus Technologies Private Limited

b Technical Service Payments
i) Prime Focus London Plc 4.48 Nil
c Investment in Equity Shares
(including shares received for consideration other than cash)
i) Prime Focus London Plc 95.30 99.01
ii) Prime Focus Investments Limited 1,690.35 Nil
iii) Prime Focus Motion Pictures Limited 0.50 Nil
iv) GVS Software Private Limited 0.10 Nil
v) Prime Focus Technologies Private Limited Nil 0.05
vi) Flow Post Solutions Private Limited Nil 0.05
d Share Application
i) Prime Focus London Plc Nil 78.34
ii) Prime Focus Investment Limited Nil 1,690.35
e Loans and Advances - Given
i) Prime Focus London Plc 246.96 743.73
ii) Prime Focus Technologies Private Limited 33.60 Nil
f Loans and Advances - Repaid
i) Prime Focus London Plc (261.16) (505.42)
g Interest on loans to Subsidiary
i) Prime Focus London Plc 7.89 Nil
ii) Prime Focus Technologies Private Limited 1.18 Nil
S.No 2009 2008
h Balance outstanding at the year end
i) Debtors
1. Prime Focus London Plc. 5.83 24.45
ii) Advances to subsidiary
1. Prime Focus London Plc. 2.30 10.31
2. Flow Post Solutions Private Limited 0.00 0.00
3. Prime Focus Motion Pictures Limited 0.58 Nil
4. Prime Focus Technologies Private Limited 33.60 Nil
iii) Loans to subsidiary
1. Prime Focus London Plc. 241.87 Nil
iv) Share application money
1. Prime Focus Investment Limited Nil 1,690.35
5 Enterprises owned or significantly influenced by Key
Management Personnel or their relatives
a Rent
i) Blooming Bud Coaching Private Limited 21.25 19.05
b Deposits given
i) Blooming Bud Coaching Private Limited 13.20 Nil
c Balance outstanding at the year end — Deposits
i) Blooming Bud Coaching Private Limited 48.00 34.80

Step-down Subsidiaries liquidated during the year:

i) Clear (Post Production) Limited
i) Outpost Post Production Limited

Leases:
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Office premise is obtained on operating lease. The lease term is for 60 months and further renewable at the option of
the Company. In case of Lease Agreement with Maharashtra Film Stage and Culture Development for 180 months,
an escalation clause for increase in the lease amount in 4”, 6™ and 11™ year of Agreement by Rs. 0.50 Million, Rs.
0.50 Million and Rs. 0.60 Million per year respectively exists. There are no restrictions imposed by lease
arrangements. There are no sub-leases.

(INR in Million)
2009 2008
Total Lease Payments for the year 31.15 19.05
Lease Payments due within one year 34.76 24.00
Lease Payments due later than one but not later than five years 75.42 60.00
Lease Payments due later than five years 46.52 Nil
12. Earnings per Share (EPS):
(INR in Million)
2009 2008
Net profit as per profit and loss account including exceptional items for
calculation of basic and diluted EPS 133.47 266.45
Weighted average number of equity shares in calculating basic EPS 12,739,300 12,722,588
Add : Weighted average number of equity shares which would be
issued on conversion of FCCB. 1,562,205 470,801
Add :Weighted average number of equity shares diluted on merger Nil 24,658
Weighted average number of equity shares in calculating diluted EPS 14,301,505 13,218,047
Basic EPS (Rs) 10.48 20.94
Diluted EPS (Rs) 9.33 20.16
13. Contingent Liabilities not provided for:
(INR in Million)
2009 2008
i. Estimated amount of contracts remaining to be executed on capital .
. 16.15 Nil
account and not provided for:
ii. On account of undertakings given by the Company in favour of Customs
authorities at the time of import of capital goods under EPCG Scheme. 797 03 506.85
The Company is confident of meeting its future obligations on such ’ '
undertakings in the normal course of business.
iii. Guarantees given by Banks on behalf of the Company. 36.34 28.79
iv.  On account of undertaking given on future probable obligation on behalf
of subsidiary company in the course of acquisitions made. (Refer Note 69.36 Nil
No. 8)
v. On account of Unexpired Letters of Credit. Nil 109.45
vi. Matters pending with Tax Authorities (TDS Scrutiny) Nil 0.58
vii. Matters pending with Tax Authorities (Block Assessment). Company has 1.05 37 56
been advised that it has a valid case based on similar decided matters. ) )
viii. Matters pending with Customs Authorities for which appeal is pending
with Appellate Tribunal. On the basis of legal advice obtained, the
: L = : 2.12 2.12
Company is confident that no provision is required in respect of this case
at this point of time.
ix. Guarantee for Lease taken by step-down subsidiary 506.40
(USD 10 Nil
Million)
x. Premium on conversion of FCCB (Refer Note No. 18 (c)) 269.14 49.45
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| xi. Compounding application pending with Reserve Bank of India (Refer Note No. 18 (¢))

14. Gratuity and other post-employment benefit plans:
a. Define benefit plans:
The Company has a defined benefit gratuity plan. Every employee who has completed five years or more of service

gets a gratuity on departure at 15 days salary (last drawn salary) for each completed year of service.

The Company did not make any provision in respect of the gratuity benefit in previous year as amount was not
material. In Current year, the Company has adopted Accounting Standard 15 (Revised 2005) which is mandatory
from accounting periods starting from April 1, 2007. However, this adoption does not have a material impact on the
profit and loss account. Hence, the entire charge of Rs.1.22 Million has been debited to the profit and loss account
for the year and accordingly amounts for the previous year have not been furnished.

The following tables summarise the components of net benefit expense recognised in the profit and loss account and
the funded status and amounts recognised in the balance sheet for the respective plans.

Profit and Loss account

Net employee benefit expense (recognised in Employee Cost)

(INR in Million)
Particulars March 31, 2009
Amount in Rs.
Current service cost 0.55
Interest cost on benefit obligation 0.07
Expected return on plan assets -
Net actuarial( gain) / loss recognised in the year 0.22
Past service cost 0.38
Net benefit expense 1.22
Actual return on plan assets Not Applicable
Balance sheet (INR in Million)
Details of Provision for gratuity March 31, 2009
Amount in Rs.

Defined benefit obligation 1.22
Fair value of plan assets -
Amount recognised in the balance sheet 1.22
Changes in the present value of the defined benefit obligation are as follows:

(INR in Million)
Particulars March 31, 2009

Amount in Rs.
Opening defined benefit obligation 0.38
Interest cost 0.07
Current service cost 0.55
Benefits paid -
Actuarial (gains) / losses on obligation 0.22
Closing defined benefit obligation 1.22
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Changes in the fair value of plan assets are as follows:

The Company does not fund the gratuity nor it has plans presently to contribute in the next year and hence the disclosure
relating to fair value of plan assets is not applicable.

The principal assumptions used in determining gratuity and post-employment medical benefit obligations for the
Company’s plans are shown below:

March 31, 2009

%

Discount rate 7.75%
Expected rate of return on assets Not Applicable
Employee turnover 2%

The estimates of future salary increases, considered in actuarial valuation, take account of inflation, seniority, promotion
and other relevant factors, such as supply and demand in the employment market.

b. Defined Contributing Plan:
Amount recognized as an expense and included in Schedule — 15 as Contribution to Provident and Other Fund Rs. 1.93

Million (Previous Year — 1.15 Million).

15. Directors remuneration:

( INR in Million)
March 31, 2009 March 31, 2008
Salaries 6.00 6.00
Perquisites Nil Nil
Contribution to Provident Fund Nil Nil
TOTAL 6.00 6.00

Computation of Net Profit in accordance with Section 349 of the Companies Act, 1956 for calculation of

remuneration payable to Directors

(INR in Million)

March 31, 2009 March 31, 2008
Profit as per Profit and Loss Account 133.47 266.45
Add:
Directors' Remuneration 6.00 6.00
(Loss)/Profit on sale of Fixed Assets as per Section 349 of the
Companies Act, 1956 (1.56) (0.29)
Net Profit as per Section 349 of the Companies Act, 1956 137.90 272.15
Maximum remuneration allowed to Managing and Whole time
Directors at 10% of the net profits as calculated above 13.79 27.22
Remuneration Paid to Directors 6.00 6.00

interested:
1. Prime Focus London Plc :

Balance as at March 31, 2009 : Rs. 12.97 Million.

16. Details of loans given to subsidiaries and associates and firms/companies in which directors are
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Maximum Amount outstanding during the year Rs.251.32 Million (Previous Year Rs.491.94 Million)
The amount will be due for payment by end of March 2010.

2. Post Logic Studios, Inc. :

Balance as at March 31, 2009 : Rs. Nil
Maximum Amount outstanding during the year Rs. 150.54 Million (Previous Year Rs. 104.19 Million)

3. Prime Focus Technologies Private Limited :

Balance as at March 31, 2009 : Rs. 33.60 Million
Maximum Amount outstanding during the year Rs. 35.68 Million (Previous Year Rs. Nil)

17. Derivative Instruments and Unhedged Foreign Currency Exposure:

(INR in Million)
Value (March 31, Value (March 31, Purpose
2009) 2008)
Particulars of Derivatives
Currency Swap
. USD 2.43 Million
USD - IPY USD 1.53Million (JPY 303.13
(JPY 191.13 Million) LT .
Million) Hedge against exposure to
10.62 foreign currency fluctuations.
INR - USD Nil ;

(USD 0.23 Million)

Particulars of Unhedged Foreign Currency Exposure as at the Balance Sheet Date

608.98 429.64
(USD 11.97 Million | (USD 10.72 Million
@ Closing Rate of @ Closing Rate of
1 USD = Rs. 50.88) 1 USD=Rs.40.10)

For import of equipments

Buyer’s Credit (Liability)

38.44 127.86
(EUR 0.57 Million @ | (EUR 2.02 Million For import of equipments
Closing Rate of @ Closing Rate of
1 EUR =Rs.67.46) 1 EUR =Rs.63.53)
Zero Coupon Foreign Currency 2,162.70 2,162.70 For strategic a.cquisitions.and /
Convertible Bonds (Liability) (USD 55.00 (USD 55.00 or strategic alliances outside of
Million) Million) India
20.78 24.45 Amount receivable for services
Sundry Debtors (Assets) (USD 0.41 Million) | (GBP 0.31 Million) | rendered
234.05 344.17 Advances given to Overseas
Loans and Advances (Assets) | (9p 460 Million) | (USD 8.60 Million) | Subsidiary and others
Investment in Foreign
Subsidiary — Prime Focus 610'70. . 515'40. . Investment in Subsidiary
(GBP 7.52 Million) (GBP 6.39 Million)
London (Assets)
Investment in Foreign 1.690.35
Subsidiary — Prime Focus o Nil Investment in Subsidiary

(USD 43.00 Million)

Investment Limited (Assets)

18. Foreign Currency Convertible Bonds (FCCB):

a.  On December 12, 2007, the Company issued 550 Foreign Currency Convertible Bonds (FCCB’s) of a face value of
USD 0.10 Million each, aggregating to USD 55.00 Million (equivalent — Rs. 2,162.70 Million). The net proceeds
from the issue of the Bonds are to be used for strategic acquisitions and/or strategic alliances outside of India, for
investment into wholly owned subsidiaries and/or joint ventures outside of India, for announced and future
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acquisitions, for foreign currency capital expenditure or for any other use, as may be permitted under applicable
laws or regulations from time to time.

b. As per the terms of the issue, the holders have an option to convert FCCB into Equity Shares at an initial conversion
rate of Rs. 1,386.79 per equity share at a fixed exchange rate of Rs. 39.39 per USD subject to certain adjustments as
per the terms of the issue. Further, under certain conditions, the Company has the option to redeem the bonds on or
after December 12, 2010. Unless previously converted or redeemed or purchased and cancelled, the Company will
redeem these bonds, at 143.66% at the end of the five years from the date of issue i.e. on December 13, 2012. As at
March 31, 2008, no bonds have been converted into equity shares of Rs. 10 each and the entire balance of 550 bonds
have been included and disclosed in the Schedule of “Unsecured Loans”.

c. The FCCB’s as detailed above are hybrid instruments with an option of conversion into specified number of shares
and an underlying foreign currency liability with the redemption at a premium in the event of non conversion at the
end of the period. The bonds are redeemable only if there is no conversion of bonds earlier. The payment of
premium on redemption is contingent in nature, the outcome of which is dependent on uncertain future events.
Hence no provision is considered necessary nor has been made in the accounts in respect of such premium
amounting to Rs. 269.14 Million (Previous Year Rs. 49.45 Million). However, in the event of redemption, the
premium payable would be adjusted against the balance in the Securities Premium Account.

d.  The management is of the opinion that the bonds are a non monetary liability and hence, the exchange gain/ loss
on translation of FCCB liability in the event of redemption have not been recognized.

e.  Subsequent to year-end, the Company has received a letter from the Reserve Bank of India (‘RBI’) stating that it is
not an eligible borrower to issue the Foreign Currency Convertible Bonds (‘FCCB’) of USD 55 Million under
External commercial borrowings (ECB) guidelines. The Company has obtained legal opinion confirming its
eligibility and is in process of filing for compounding application with the RBI for the above mentioned matter and
resultant compliances. The ultimate outcome of the matter cannot presently be determined, and no provision for
any liability that may result has been made in the financial statements.

19. Miscellaneous Income:
Miscellaneous Income includes income from production of TV Programme and distribution of films of
Rs. 11.55 Million (Previous Year Rs. 34.60 Million) against which cost of Rs. 10.60 Million (Previous Year Rs.
28.01 Million) is incurred.

20. Earnings in Foreign Currency — On receipt basis:

(INR in Million)
2009 2008
Technical Service receipts 47.02 62.08
21. Expenditure in Foreign Currency — On payment basis:
(INR in Million)
2009 2008
a. Professional Fees - 6.46
b. Payment on other accounts 15.89 5.79
15.89 12.25
22. C1F Value of imports:
(INR in Million)
2009 2008
Capital Goods 188.31 224.95
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23. Previous year’s figures have been regrouped where necessary to confirm to this year’s classification. The figures of
previous year were audited by a firm of Chartered accountants other than S.R. BATLIBOI & ASSOCIATES.

For and on behalf of the Board of Directors

Place: Mumbai Naresh Malhotra  Rivkaran Chadha  Navin Agarwal
Date: November 1, 2010 (Chairman) (Director) (Company Secretary)
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Schedule forming part of Reformatted Financial Statement for the Financial Year 2007-08

Schedule 17 - Notes to Accounts

1.

2.

Nature of Operations:
Prime Focus Limited is engaged in the business of Post Production and Visual Effects services for Films and
Television content.

Significant Accounting Policies

a. Basis of Preparation

The financial statements have been prepared to comply in all material respects in respects with the Notified
Accounting Standards by Companies Accounting Standards Rules, 2006 and the relevant provisions of the
Companies Act, 1956. The financial statements have been prepared under the historical cost convention on
an accrual basis. The accounting policies have been consistently applied by the Company and except for the
changes in accounting policy discussed more fully below, are consistent with those used in the previous year.

b. Use of Estimates

The preparation of financial statements in conformity with generally accepted accounting principles requires
management to make estimates and assumptions that affect the reported amounts of assets and liabilities and
disclosure of contingent liabilities at the date of the financial statements and the results of operations during
the reporting period end. Although these estimates are based upon management’s best knowledge of current
events and actions, actual results could differ from these estimates.

c. Fixed Assets

Fixed assets are stated at cost less accumulated depreciation. Cost comprises the purchase price and any
attributable cost of bringing the asset to its working condition for its intended use. Borrowing costs relating to
acquisition of fixed assets which takes substantial period of time to get ready for its intended use are also
included to the extent they relate to the period till such assets are ready to be put to use.

d. Depreciation

Depreciation is provided using the Straight Line Method as per the useful lives of the assets estimated by the
management, or at the rates prescribed under Schedule XIV of the Companies Act, 1956, whichever is
higher, as per the following rates:

Schedule XIV Rates
Asset Group Rates (SLM) (SLM)

Office premises 1.63% 1.63%
Plant & Machinery - Computer Based Assets 16.21% 16.21%
Plant & Machinery - Non Computer Based Assets 7.07% - 14.29% 7.07%
Software 16.21% -
Furniture & Fixtures and Electrical Fittings 10.00% 6.33%
Office Equipments 16.21% 13.91%
Vehicles 9.50% 9.50%
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€. Impairment of Assets

The Company assesses at each balance sheet date whether there is any indication that an asset may be
impaired. If any such indication exists, the Company estimates the recoverable amount of the asset. If such
recoverable amount of the asset or the recoverable amount of cash generating unit to which the asset belongs
is less than its carrying amount, the carrying amount is reduced to its recoverable amount. The reduction is
treated as an impairment loss and is recognized in the profit and loss account. If at the balance sheet date
there is an indication that if a previously assessed impairment loss no longer exists, the recoverable amount is
reassessed and the asset is reflected at the recoverable amount.

f. Investments

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

g. Intangible Assets

Goodwill

Goodwill is amortized using the Straight Line Method over a period of five years. However, The Company
assesses at each balance sheet date whether there is any indication that the asset may be impaired. If any such
indication exists, the Company estimates the recoverable amount of the asset and the difference if any is
charged to the Profit and Loss Account.

Film Rights

The Company amortises film costs using the individual-film-forecast method. Under the individual-film-
forecast method, such costs are amortised for each film in the ratio that current period revenue for such films
bears to management’s estimate of remaining unrecognised ultimate revenue as at the beginning of the
current fiscal year. Management regularly reviews and revises, where necessary, its total estimates on a film-
by-film basis, which may result in a change in the rate of amortisation and/or a write down of the intangible
asset to fair value. No amortization has been done in the current year as the rights are exercisable from 2008-
09 onwards.

h. Leases

Finance leases, which effectively transfer to the Company substantially all the risks and benefits incidental to
ownership of the leased item, are capitalised at the lower of the fair value and present value of the minimum
lease payments at the inception of the lease term and disclosed as leased assets. Lease payments are
apportioned between the finance charges and reduction of the lease liability based on the implicit rate of
return. Finance charges are charged directly against income. Lease management fees, legal charges and other
initial direct costs are capitalised.

If there is no reasonable certainty that the Company will obtain the ownership by the end of the lease term
capitalized leased assets are depreciated over the shorter of the estimated useful life of the asset or the lease
term.

Leases where the lessor effectively retains substantially all the risks and benefits of ownership of the leased

item, are classified as operating leases. Operating lease payments are recognized as an expense in the Profit
and Loss account.
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i. Revenue Recognition

Technical services receipts
Revenue is recognized to the extent that it is probable that the economic benefits will flow to the Company
and the revenue can be reliably measured.

Technical services receipts are recognized on the basis of services rendered and when no significant
uncertainty exists as to its determination or realization.

Interest
Revenue is recognised on a time proportion basis taking into account the amount outstanding and the rate
applicable.

Dividends

Revenue is recognised when the shareholders’ right to receive payment is established by the balance sheet
date. Dividend from subsidiaries is recognised even if same are declared after the balance sheet date but
pertains to period on or before the date of balance sheet as per the requirement of Schedule VI of the
Companies Act, 1956.

Fee for providing and undertaking
Fee is recognized on accrual basis and is recognized over the tenure of the undertaking given the revenue
pertaining undertaking is disclosed as income in the Profit and Loss Account.

j. Foreign Currency Transactions

Initial Recognition

Foreign Currency transactions are recorded in the reporting currency, by applying to the foreign currency
amount the exchange rate between the reporting currency and the foreign currency at the date of the
transaction.

Conversion
Foreign currency monetary items are reported using the closing rate. Non-monetary items which are carried
in terms of historical cost denominated in a foreign currency are reported using the exchange rate at the date
of the transaction; and non-monetary items which are carried at the fair value or other similar valuation
denominated in a foreign currency are reported using the exchange rates that existed when the values were
determined.

Exchange Differences

Exchange differences arising on the settlement of monetary items or on restatement of the Company’s
monetary items at rates different from those at which they were initially recorded during the year, or reported
in previous financial statements, are recognized as income or expenses in the year in which they arise except
in respect of liabilities for acquisition of fixed assets, where such exchange difference is adjusted in the
carrying cost of the respective fixed asset as per the legal advice obtained by the Company.

k. Income Taxes
Tax expense comprises of current, deferred and fringe benefit tax. Current income tax and fringe benefit tax
is measured at the amount expected to be paid to the tax authorities in accordance with the Indian Income

Tax Act. Deferred income taxes reflects the impact of current year timing differences between taxable
income and accounting income for the year and reversal of timing differences of earlier years.
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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 and deferred tax liabilities across various countries of operation are
not set off against each other as the Company does not have a legal right to do so. Deferred tax assets are
recognised 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 realised. In situations where the Company has
unabsorbed depreciation or carry forward tax losses, all deferred tax assets are recognised only if there is
virtual certainty supported by convincing evidence that they can be realised against future taxable profits.

At each balance sheet date the Company re-assesses unrecognised deferred tax assets. It recognises un-
recognised deferred tax assets to the extent that it has become reasonably certain or virtually certain, as the
case may be that sufficient future taxable income will be available against which such deferred tax assets can
be realised.

The carrying amount of deferred tax assets are reviewed at each balance sheet date. The Company writes-
down the carrying amount of a deferred tax asset to the extent that it is no longer reasonably certain or
virtually certain, as the case may be, that sufficient future taxable income will be available against which
deferred tax asset can be realised. Any such write-down is reversed to the extent that it becomes reasonably
certain or virtually certain, as the case may be, that sufficient future taxable income will be available.

Minimum Alternative tax (MAT) credit is recognised as an asset only when and to the extent there is
convincing evidence that the Company will pay normal income tax during the specified period. In the year in
which the MAT credit becomes eligible to be recognized as an asset in accordance with the recommendations
contained in Guidance Note issued by the Institute of Chartered Accountants of India, the said asset is created
by way of a credit to the profit and loss account and shown as MAT Credit Entitlement. The Company
reviews the same at each balance sheet date and writes down the carrying amount of MAT Credit Entitlement
to the extent there is no longer convincing evidence to the effect that Company will pay normal Income Tax
during the specified period.

l. Segment Reporting

The Company’s operations predominantly relate to providing end-to-end digital post production services to
the media and entertainment industry viz., Film, Advertising and Television. The Company’s operating
businesses are organized and managed according to the services and are identified as reportable segment
based on the dominant source and nature of risks and returns as primary and secondary segments. The
analysis of geographical segments is based on the areas in which major operating divisions of the Company
operate.

m. Earnings Per Share

Basic earnings per share are calculated by dividing the net profit or loss for the period attributable to equity
shareholders by the weighted average number of equity shares outstanding during the period. The weighted
average numbers of equity shares outstanding during the period are adjusted for events of bonus issue; bonus
element in a rights issue to existing shareholders; share split; and reverse share split (consolidation of shares).

For the purpose of calculating diluted earnings per share, the net profit or loss for the period attributable to

equity shareholders and the weighted average number of shares outstanding during the period are adjusted for
the effects of all dilutive potential equity shares.
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3.

4.

n. Provisions & Contingent Liabilities

The Company recognizes a provision when there is a present obligation as a result of past event that probably
requires an outflow of resources and a reliable estimate can be made of the amount of the obligation. A
disclosure for a contingent liability is made when there is a possible obligation or a present obligation that
may, but probably will not, require outflow of resources. Where there is a possible obligation or a present
obligation that the likelihood of outflow of resources is remote, no provision or disclosure is made.
Contingent Assets are neither recognized nor disclosed in the Financial Statements.

0. Miscellaneous Expenditure

Costs incurred in connection with raising capital and borrowings are adjusted against the Securities Premium
account.

p- Cash & Cash Equivalents

Cash and cash equivalents in the balance sheet comprise cash at bank and in hand, short term investments
with original maturity of three months or less and fixed deposits with banks.

Change in Accounting Policy

(a)

(b)

In the current year, the Company has changed (with retrospective effect) its method of providing
Depreciation on fixed assets, other than those at project sites and leasehold land and buildings, from the
Written Down Value (‘WDV’) method at the rates based on technical estimates of useful life, to the
Straight Line Method (‘SLM’) at the rates prescribed in Schedule XIV to the Companies Act, 1956 or
technical estimates of the useful life whichever is higher.

Had the Company continued to use the earlier basis of providing depreciation, the charge to the Profit and
Loss Account for the current period would have been lower by Rs.37.99 Million and the net block of fixed
assets would correspondingly be higher by Rs. 37.99 Million. The net charge of Rs.26.08 Million arising
out of retrospective re-computation has been recognized in the current year’s Profit and Loss Account. The
effect of deferred tax on the above Rs.7.43 Million has been included in the deferred tax liability for the
year.

During the year, the Company changed its accounting policy on treatment of Miscellaneous Expenditure.
The Company now adjusts the same against Securities Premium Account instead of charging the same to
the Profit and Loss Account over a period of ten years. The Company has adjusted Rs.65.62 Million,
being the amount of Share Issue Expenses against the Securities Premium.

Had the Company continued to use the earlier basis of amortization of Miscellaneous Expenditure, the
charge to the Profit and Loss Account for the current period would have been higher by Rs.7.29 Million.

The Company has recognized Deferred Tax Credit of Rs.14.87 Million on the above and adjusted the same
to Profit and Loss Reserve.

The Company along with its subsidiary namely, Storemedia Technologies Pvt. Ltd (STPL) had completed the

process of amalgamation of the Subsidiary into the Company with the approval of High Court of Judicature,

Mumbai, within whose jurisdiction the Registered Office of these Companies is situated. The Company has filed
the same with the Registrar of Companies (ROC) as required under section 391(3) of the Companies Act, 1956
(The Act). The appointed date under the scheme of amalgamation was 1st January, 2008. The financial statement
includes the effect given to the scheme of amalgamation post the approval of High Court as follows:

(a)

All the assets and liabilities recorded in the books of the Transferor Company (the Subsidiary) amounting to
Rs.145.50 Million are transferred to and vested in the Transferee Company (the Company) pursuant to the
Scheme have been recorded by the Transferee Company at their book values;
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(b)  1,00,000 equity shares of Rs.10/- each at par of the Company aggregating to Rs 1.00 Million will be
allotted to the shareholders of STPL in the ratio of 100 equity shares of the Company for every 45 Shares
of STPL, pending which, this has been disclosed as Shares Pending Allotment.

(c) The investments in the subsidiary Company amounting to Rs.73.68 Million appearing in the books of
accounts of the Company, stands cancelled,

(d) The inter-company balances amounting to Rs.0.84 Million stands cancelled; and

(e)  The difference between the amount of net assets taken over by the Company over the value of investments
/ loan and advances in its books along with, any alignment of the value of assets of the Transferee
Company, whether fixed or current, to fair value of such assets in accordance with prudent accounting
principles, as considered necessary by the Board of Directors of the Company with effect from the
appointed date amounting to Rs.70.93 Million has been considered under Business Restructuring Reserve
of the Company.

The above accounting treatment is as per the Scheme of Amalgamation approved by the Honourable High
Court Judicature, Mumbai. However, this is in variance with the accounting treatment by pooling of
interest method as prescribed by AS 14 ‘Accounting for Amalgamation — generally accepted accounting
principles in India’. Had the Company followed the accounting treatment prescribed by AS 14, the above
amount would have been considered under the Securities Premium Account instead of the Business
Restructuring Reserve.

Pursuant to the Scheme of Amalgamation, the Company was entitled to draw an amount not exceeding Rs 250.00
Million from the balance in the Securities Premium Account / Other Reserves appearing in the books of accounts
of either of the subsidiaries, the Company or both, and transfer the same to Business Restructuring Reserve
mentioned above.

Consequently the Company has withdrawn an amount of Rs.179.07 Million from the Share Premium Account and
transferred the same to the Business Restructuring Reserve. Against the aforesaid available Business Restructuring
Reserve totaling to Rs.250.00 Million, the Company has written off Sundry Debtors, Loans and Advances, Other
Current Assets and Miscellaneous Expenditure amounting to Rs.250.00 Million as provided in the Scheme of
Amalgamation. The Company, therefore, has utilized the balance lying in the Business Restructuring Reserve and
offset the same against difference in respect of the adjustments referred above in the Profit and Loss Account as
envisaged under the Scheme. Had the Company followed the accounting treatment prescribed by AS 14
‘Accounting for Amalgation — Generally Accepted Accounting Principles in India’, the above amount would have
been debited to the Profit and Loss Account instead of the Business Restructuring Reserve. Consequently, the
profit for year would have been lower by Rs.250.00 Million.
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6. Detail of charges provided for Secured Loans:

Nature Security

Term Loan i.  First Charge against the Property Financed

ii. Subservient Charge on the movable Fixed Assets and Receivables of the
Company
ii. Personal Guarantee of the Promoter Director.

Buyers Credit i. Letter of Credit

ii. First Charge on the Company’s entire Book Debts, Bills whether
documentary or clean, outstanding monies, receivables, both present and

future.

ii. First Charge on the Fixed Assets of the Company, both present and
future.

iv. Personal Guarantees of the Promoter Director.

Cash Credit / Over Draft i. First Charge on the Company’s entire Book Debts, Bills whether
documentary or clean, outstanding monies, receivables, both present and
future.

ii. ii. First Charge on the Fixed Assets of the Company, both present and
future.

il.  1ii. Personal Guarantees of the Promoter Director.

Short Term Demand Loan i. First Charge on Current Asset and Personal Guarantee of Director.

ii. Post Dated Cheques of the Company

Vehicle Loan i. First Charge on the Vehicles Financed

7. Foreign Currency Convertible Bonds (FCCB)

(a)

(b)

(©)

On December 12, 2007, the Company issued 550 Foreign Currency Convertible Bonds (FCCB’s) of a face
value of US$ 0.10 Million each, aggregating to US$ 55.00 Million (equivalent — Rs.2,162.70 Million). The
net proceeds from the issue of the Bonds are to be used for strategic acquisitions and/or strategic alliances
outside of India, for investment into wholly owned subsidiaries and/or joint ventures outside of India, for
announced and future acquisitions, for foreign currency capital expenditure or for any other use, as may be
permitted under applicable laws or regulations from time to time.

As per the terms of the issue, the holders have an option to convert FCCB into Equity Shares at an initial
conversion rate of Rs. 1,386.79 per equity share at a fixed exchange rate of Rs. 39.39 per US$ subject to
certain adjustments as per the terms of the issue. Further, under certain conditions, the Company has the
option to redeem the bonds on or after December 12, 2010. Unless previously converted or redeemed or
purchased and cancelled, the Company will redeem these bonds, at 143.66% at the end of the five years
from the date of issue i.e. on December 13, 2012.

As at March 31, 2008, no bonds have been converted into equity shares of Rs. 10 each and the entire
balance of 550 bonds have been included and disclosed in the Schedule of “Unsecured Loans”.

The FCCB’s as detailed above are hybrid instruments with an option of conversion into specified number
of shares and an underlying foreign currency liability with the redemption at a premium in the event of non
conversion at the end of the period. A number of factors would influence the conversion decision including
the quoted price of the Company’s shares, rate of exchange, interest rates in the market, etc. The Company
expects that the Bond holders would continue to opt for conversion rather than redemption and
consequently no premium is expected to be payable and in that basis the same is not provided for.
However, in the event of redemption, the premium payable would be adjusted against the balance in the
Securities Premium Account.

(d) The management is of the opinion that the bonds are a non monetary liability and hence, the exchange

gain/loss on translation of FCCB liability in the event of redemption has not been recognized.
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10.

The Company has not received any intimation from ‘suppliers’ regarding their status under the Micro, Small and
Medium Enterprises Development Act, 2006 and hence disclosures, if any, relating to amounts unpaid as at the
year and together with interest paid / payable as required under this Act have not been given.

As per legal advice received, the Company has continued with its accounting policy to adjust foreign exchange
fluctuation on loans/liabilities for fixed assets as per the requirement of Schedule VI of the Companies Act, 1956,
which is at a variance to the treatment prescribed in Accounting Standard (AS-11) “Effect of Changes in Foreign
Exchange Rates” notified in the Companies (Accounting Standard) Rules 2006 dated December 7, 2006.

The Company capitalized Mark to Market (MTM) losses aggregating to Rs. 45.17 Million relating to fixed assets
purchased, which is not in compliance with Accounting Standard Rules, 2006. Had the Company written off those

losses the Profit for the year and fixed assets as at 31% March 2008 would have been lower by Rs. 45.17 Million.

During the year, the Company has acquired the Post Production Business of M/S. UTV Software Communications

Ltd. for a total consideration of Rs. 120.00 Million.

11. Investments purchased and sold during the year

In Units
As at Purchased Redeemed As at
Particulars Face Value 31 Mar 07 During the During the 31 Mar 08
Year Year
Quoted
Cinemax India Limited - Equity Shares Rs. 10 9,170 - - 9,170
Unquoted - fully paid up
The Shamrao Vithal Co-operative
Bank Limited - Equity Shares Rs. 25 4,000 ) ) 4,000
Other than Trade Unquoted units of
Mutual Fund - Units
HSBC Cash Fund - Institutional Plus Rs. 10 7,500,838 6,415,946 13,916,785 -
HSBC Liquid Plus - Inst. Rs. 10 - 1,523,643 1,523,643 -
ICICI Prudential FMP Series 34 - 15 Rs. 10 3,000,000 _ _ 3,000,000
Months Plan
Birla Fixed Term Plan Rs. 10 2,000,000 28,224 2,028,224 -
Kotak FMP 3M Series 13 - Dividend Rs. 10 2,000,000 28,047 2,028,047 -
Other Investments — Units
DSP Merrill Lynch - Principal
Protected Debenture Rs. 1,000,000 ) > ) >
Long Term Investments (At Cost) -
Other than Trade
In Subsidiary Companies
Quoted, fully paid up
VTR Plc, U.K. — Equity Shares 5 pence 14,716,051 2,325,700 - 17,041,751
Unquoted, fully paid up
Pmne Focus Technologies Pvt. Ltd.- Rs. 10 i 5,100 ) 5.100
Equity Shares
Flow Post Solutions Pvt. Ltd.- Equity Rs. 10 i 5,100 ) 5,100
Shares
Prime Focus Investment Ltd., UK -
. 1 Pence - 1 - 1
Equity Shares

12. During the year the Company was allotted 1,225,000 ordinary shares of 5 pence each in VTR Plc, UK, a subsidiary

of the Company, at a premium of 35 pence each, as fully paid up for consideration other than cash for providing an
undertaking to the vendors under the Share Purchase Agreement entered by VIR Plc., UK., to acquire Clear (Post
Production) Ltd., U.K.
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13.

14.

Consequent to the above, the Company has made a provision for the equivalent value of the undertaking
amounting to Rs.20.71 Million in the books based on reliable estimate that there exists a potential liability which
may arise in the coming period and may require an outflow of resources towards meeting the amount of the
obligation. The difference between the value of investment and the provision amount of Rs.18.54 Million has been
considered under Other Income.

Further, the Company during the year has acquired additional equity shares of 1,100,700 of VTR Plc., UK.
Share Application pending allotment

a. The Company during the year incorporated a wholly owned subsidiary, Prime Focus Investments
Ltd.,(PFIL), UK., a Company incorporated in United Kingdom. PFIL is managing and controlling the
investments in the new acquisitions viz., Post Logic Studios, U.S.A and Frantic Films, Canada. Further, the
Company has subscribed to the enhanced equity share capital of PFIL amounting to Rs.1,690.35 Million.
The same are pending allotment as on the balance sheet date.

b. The Company during the year advanced an amount of Rs.78.34 Million (equivalent USD 2 millions)
towards subscription for the proposed enhanced capital of its subsidiary VTR Plc UK. The same are
pending allotment as on the balance sheet date. The Company was subsequently allotted on June 8, 2008,
2,020,202 equity shares of 5 pence each at a premium of 44.50 pence of VTR Plc., UK.

The Company is presently operating an integrated post production setup. The entire operations are governed by the
same set of risks and returns and hence have been considered as representing a single segment. The said treatment
is in accordance with the guiding principles enunciated in the Accounting Standard on Segment Reporting (AS-
17).

Geographical Segment
Although the Company’s major operating divisions are managed in India, the following table shows the
distribution of the Company’s consolidated sales by geographical market, regardless of where the services were

provided:

Income from Operations by Geographical Area

(INR in Million)
2008 2007
India 774.48 551.56
United Kingdom 82.73 Nil
857.21 551.56

Segment Assets by Geographical Area
INR in Million

2008 2007

India 2,907.75 2,029.76
United Kingdom 24.45 Nil
2,932.20 2,029.76
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15. Related party disclosures :

a.  List of Parties where control exists, irrespective of transactions:

i) Subsidiary Company
VTR Plc — UK
Prime Focus Technologies Pvt. Ltd.
Flow Post Solutions Pvt. Ltd.,
Prime Focus Investments, U.K.,

ii) Key Management Personnel
Mr. Naresh Malhotra - Chairman
Mr. Namit Malhotra — Managing Director

iii) Relatives of Key Management Personnel
Mrs. Neeta Malhotra
Ms. Neha Malhotra
Mr. Premnath Malhotra

iv) Enterprises owned or significantly influenced by Key Management Personnel or their relatives

Blooming Bud Coaching Private Limited

b. Particulars of Related Party Transactions

(INR in Million)
2008 2007
Key Management Personnel
Salary 6.00 4.80
Rent - 0.12
6.00 4.92
Relatives of Key management Personnel
Remuneration 0.84 0.83
Rent - 0.06
0.84 0.89
Subsidiaries
Sales
1. VTRPlc 82.73 -
Investment in Equity Shares
(including shares received for consideration other than cash) 99.01 405.58
Share Application
1. VTRPIc 78.34 -
2. Prime Focus Investment Limited 1,690.35 -
Loans and Advances - Given
1. VTRPIc 743.73 15.43
Loans and Advances - Repaid
1. VTRPIc (505.42) -
Balance Outstanding at the year end
1. VIR Plc 356.53 15.43
2. Prime Focus Investment Limited 1,690.35 -
Enterprises owned or significantly influenced by Key Management
Personnel or their relatives
Rent
1. Blooming Bud Coaching Private Limited 19.05 10.15
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16. Leases

Office premise is obtained on operating lease. The lease term is for 60 months and further renewable at the option

of the Company. There are no restrictions imposed by lease arrangements. There are no subleases.

INR in Million
2008 2007
Total Lease Payments at the Year end 19.05 11.60
Lease Payments due within one year 24.00 17.40
Lease Payments due later than one but not later than five years 60.00 58.00
17. Earnings Per Share (EPS)
INR in Million
2008 2007
Net profit as per profit and loss account including exceptional items for
caleulation of basic and diluted EPS S 266.45 200.78
Weighted average number of equity shares in calculating basic EPS 12,722,588 12,190,410
Weighted average number of equity shares in calculating diluted EPS 13,218,047 12,190,410
Basic EPS 20.94 16.47
Diluted EPS 20.16 16.47

18. The Company during the year gave a loan of Rs.243.70 Million (equivalent USD 6 Million) to its subsidiary VTR
Plc, UK, bearing interest at the rate of 6% p.a. The Loan was outstanding at the balance sheet date. The above loan
was repaid on August 19, 2008.

19.  a. Contingent Liabilities

(INR in Million)
2008 2007
i. Estimated amount of contracts remaining to be executed on capital Nil Nil

account and not provided for:
ii. Claims against the Company not acknowledged as debts: Nil Nil
iii. On account of undertakings given by the Company in favour of 596.85 391.21

Customs authorities

iv. On account of Corporate guarantee Nil 5.61
v. On account of undertaking given on behalf of Subsidiary Company Nil 45.27
vi. On account of Unexpired Letters of Credit 109.45 59.80
vii. Matters pending with Tax Authorities 0.58 0.58
viii. Matters pending with Customs Authorities 2.12 Nil
b. The Company was subject to a search operation conducted by the Income-tax authorities on 25™ June, 2003.

Pursuant to the said search and subsequent assessments under Section 156 of the Income-tax Act, 1961, the
Income Tax Authorities raised demands under the Income - Tax Act, 1961, aggregating to Rs.37.56 Million
pertaining to the Assessment Years 2001- 2002 to 2004 — 2005 . The Income Tax Appellate Tribunal, decided
the matter in favour of the Company, and awarded substantial relief. The Income Tax Department may move to
the Honourable High Court against the orders of the Tribunal. Based on the favorable decisions in similar
cases, opinion taken by the Company, discussions with legal experts etc., the Company believes that there is a
good chance of decision going in its favour in respect of the above demands and hence no provision is

considered necessary against the same.

The Company had paid an amount of Rs.13.77 Million under protest as on date against the said demand.
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20.Managerial remuneration under Section 198 of the Companies Act, 1956 for the Chairman / Managing Director was
Rs. 6.00 Million (previous year Rs. 4.80 Million).

(INR in Million)

Directors' Remuneration
31st March 2008 31st March 2007
Salaries 6.00 4.80
Perquisites Nil Nil
Contribution to Provident Fund Nil Nil
TOTAL 6.00 4.80
Computation of Net Profit in accordance with Section 349 of the Companies Act, 1956 for calculation of
Commission payable to Directors
31st March 2008 31st March 2007
Profit as per Profit and Loss Account 250.55 200.78
Add:
Directors' Remuneration 6.00 4.80
(Loss)/Profit on sale of Fixed Assets as per Section 349 of the
Companies Act, 1956 (0.29) 25.19
Provision for doubtful debts and advances Nil Nil
Less:
Profit on sale of Fixed Assets (net) as per Profit and Loss Account Nil Nil
Net Profit as per Section 349 of the Companies Act, 1956 256.84 180.39
Commission to Managing and Whole time Directors at 10% of the
net profits as calculated above 25.68 18.04
Remuneration Paid to Directors 6.00 4.80
21. Derivative Instruments and Un hedged Foreign Currency Exposure
(INR in Million)
| Value | Purpose

Particulars of Derivatives

Currency Swap

INR - US$
US$ - IPY

Rs.10.62 (US$ 0.23 Million)
USS$ 2.43 Million (JPY 303.13 Million)

Hedge against exposure to
foreign currency fluctuations.

Particulars of Unhedged Foreign C

urrency Exposure as at the Balance Sheet

Date

Rs.429.64
(US$ 10.72 Million @ Closing Rate of
1 US$ = Rs.40.10)

For import of equipments

Buyer’s Credit

Rs.127.86
(EUR 2.02 Million @ Closing Rate of
1 EUR = Rs.63.53)

For import of equipments

Zero Coupon Foreign Currency
Convertible Bonds

US$ 55.00 Million

For strategic acquisitions and / or
strategic alliances outside of India

Sundry Debtors

GBP 0.31 Million

Amount receivable for services
rendered

Loans and Advances

USS 8.60 Million

Advances given to Overseas
Subsidiary and others

Provision for Undertaking

GBP 0.26 Million

Undertaking given by the

Company
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23. Earnings in Foreign Currency — On receipt basis:

(INR in Million)
2008 2007
Technical Service receipts 62.08 8.86
24. Expenditure in Foreign Currency — On payment basis:
(INR in Million)
2008 2007
a. Professional Fees 6.46 2.95
b. Payment on other accounts 5.79 3.68
12.25 6.63
25. CIF Value of imports
(INR in Million)
2008 2007
Capital Goods 224.95 191.19

26. Previous year’s figures have been regrouped where necessary to confirm to this year’s classification.

Place: Mumbai
Date: November 1, 2010

For and on behalf of the Board of Directors

Naresh Malhotra
(Chairman)

Rivkaran Chadha
(Director)

Navin Agarwal

(Company Secretary)
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REPORT OF S.R. BATLIBOI & ASSOCIATES ON THE REFORMATTED CONSOLIDATED

FINANCIAL STATEMENTS OF PRIME FOCUS LIMITED AS AT AND FOR EACH OF THE YEARS

To

ENDED MARCH 31, 2010, MARCH 31, 2009 AND MARCH 31, 2008.

The Board of Directors,

Prime Focus Limited

2nd Floor,Main Frame IT Park,
Building — H, Royal Palms,
Near Aarey Colony,

Goregaon (East),

Mumbai - 400065

Dear Sirs,

1.

We have examined the Reformatted Consolidated Financial Statements (the ‘reformatted consolidated
statements’) of Prime Focus Limited (‘PFL’ or ‘the Company’) and its subsidiaries (hereinafter collectively
referred to as ‘the Group’), annexed to this report for the purposes of inclusion in the Preliminary Placement
Document and Placement Document (hereinafter collectively referred to as the ‘Placement Documents’)
prepared by the Company in connection with the Qualified Institutions Placement (‘QIP’) of its equity shares
in accordance with the provisions of Chapter VIII of the Securities and Exchange Board of India (Issue of
Capital and Disclosure Requirements) Regulations, 2009 (‘the ICDR Regulations’) (‘the Proposed QIP”). The
preparation of such reformatted consolidated statements is the responsibility of the Company’s management.
Our responsibility is to report on such statements based on our procedures.

We have examined such reformatted consolidated statements taking into consideration:

a. the terms of reference dated October 21, 2010, received from the Company, requesting us to carry out the
assignment, in connection with the Placement Document being issued by the Company for the QIP of its
equity shares; and

b. the Guidance Note on Reports in Company Prospectus (Revised) issued by the Institute of Chartered
Accountants of India

We report that the figures disclosed in such reformatted consolidated statements of the Group have been
extracted by the management from the consolidated financial statements of the Group for each of the years
ended March 31, 2010, March 31, 2009 and March 31, 2008 and approved by the Board of Directors. The
consolidated financial statements of the Group for the years ended March 31, 2010 and March 31, 2009 have
been audited by us and in respect of which we have issued audit opinions dated August 27, 2010 and June 30,
2009 respectively to the Board of Directors of the Company. The financial statements for the year ended 31
March 2008 were audited by V. Shivkumar & Associates who have issued their report dated December 6,
2008 thereon and accordingly reliance has been placed on the financial statements audited by them for the
said year.

As indicated in our audit reports for the years ended March 31, 2010 and 2009 dated August 27, 2010 and
June 30, 2009 we did not audit the financial statements of and placed reliance on the financial statements of
certain subsidiaries which have been audited and reported upon by other auditors and which include total
assets of Rs 2,069 million and Rs 4,085 million as at March 31, 2010 and March 31, 2009 respectively, total
revenue (excluding other income) of Rs 1,929 million and Rs 2,641 million, respectively and net cash flows
amounting to and of Rs 97 million and Rs 58 million, respectively for the years ended March 31, 2010 and
March 31, 2009.

In the presentation of the reformatted consolidated statements based on audited financial statements as
referred to in paragraphs 3 and 4 above, no adjustments have been made for any events occurring subsequent
to the dates of the audit reports specified herein.

We did not audit the financial statements of the subsidiary companies Prime Focus London Plc. (“PF London
group”), Prime Focus Technologies Private Limited (“PFTL”), Flow Post Solutions Pvt. Limited (“Flow
Post”), GVS Software Private Limited (“GVS”) and Prime Focus Motion Pictures Limited (“PFMP”), as at
and for the year ended March 31, 2010 whose financial statements include total assets of Rs 2,068.92 million
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10.

as at March 31, 2010, and total revenue of Rs Rs 1,928.87 million for the year ended March 31, 2010 and the
net cash outflows of Rs 96.70 million for the year ended March 31, 2010. The financial statements of PF
London group , have been audited by other firms of Chartered Accountants, MZS & Associates and the
financial statements of PFTL, Flow Post , GVS and PFMP for the year ended March 31, 2010 and the year
ended March 31, 2009 by V. Shivkumar & Associates, whose reports for the respective years/period have
been furnished to us and our opinion in so far as it relates to the amounts included in the consolidated
financial statements are based solely on the report of the other auditors.

We did not audit the financial statements of the subsidiary companies Prime Focus Investments Limited and
its subsidiaries(‘PFIL group”), Prime Focus London Plc. and its subsidiaries (“PF London group”), Prime
Focus Technologies Private Limited (“PFTL”), Flow Post Solutions Pvt. Limited (“Flow Post”), GVS
Software Private Limited (“GVS”) and Prime Focus Motion Pictures Limited (“PFMP”), as at and for the
year ended March 31, 2010 whose financial statements include total assets of Rs 4,085.49 million as at March
31, 2009, and total revenue of Rs 2,641.48 million for the year ended March 31, 2009 and the net cash
outflows of Rs 58.15 million for the year ended March 31, 2009. The financial statements of PF London
group and PFIL group, have been audited by other firms of Chartered Accountants, MZS & Associates and
the financial statements of PFTL, Flow Post, GVS and PFMP for the year ended March 31, 2009 by V.
Shivkumar & Associates, whose reports for the respective years/period have been furnished to us and our
opinion in so far as it relates to the amounts included in the consolidated financial statements are based solely
on the report of the other auditors.

Our audit report on the consolidated financial statements for the year ended March 31, 2010 was qualified

for the following matters:

The Group has not revalued the FCCB of USD 55 million at the exchange rate prevailing as at March 31,
2010, March 31, 2009 and March 31, 2008, which in our opinion is not in accordance with Accounting
Standard 11 “The Effects of Changes in Foreign Exchange Rates” and not provided for the premium payable
on redemption of these FCCB. Had the Company revalued the bonds as at March 31, 2010, the profit for the
year ended March 31, 2010 and the reserves as at that date would have been lower by Rs 46.12 million and
Rs 265.06 million respectively and Foreign Currency Monetary Item Translation Difference account would
have been Rs 46.12 million. Further, had the Company provided for the premium on redemption, the
securities premium as at March 31, 2010 would have been lower by Rs 420.38 million. Consequent to the
above, the FCCB balance at March 31, 2010 would have been higher by Rs 731.57 million. This had caused
us to qualify our audit opinion on the financial statements relating to the year ended March 31, 2009.

Our audit report on the consolidated financial statements for the year ended March 31, 2009 was qualified

for the following matters:

the Group has not revalued the FCCB of USD 55 million at the exchange rate prevailing as at March 31,
2009 and March 31, 2008, which in our opinion is not in accordance with Accounting Standard 11 “The
Effects of Changes in Foreign Exchange Rates” and not provided for the premium payable on redemption of
these FCCB. Had the Company revalued the bonds as at March 31, 2009, the profit for the year ended March
31, 2009 and the reserves as at that date would have been lower by Rs 208.3 million and Rs 219.0 million
respectively and Foreign Currency Monetary Item Translation Difference account would have been Rs 416.7
million. Further, had the Company provided for the premium on redemption, the securities premium as at
March 31, 2009 would have been lower by Rs 269.1 million. Consequent to the above, the FCCB balance at
March 31, 2009 would have been higher by Rs 904.8 million.

Our audit report for the year ended March 31, 2009 included an emphasis of matter as follows

The Group had in the year 2008 issued Foreign Currency Convertible Bonds (FCCB) aggregating to US$ 55
million. Subsequent to year ended March 31, 2009, the Group has received a letter from the Reserve Bank of
India (‘RBI’) stating that it is not an eligible borrower to issue the Foreign Currency Convertible Bonds under
External commercial borrowings (ECB) guidelines. The Group has obtained legal opinion confirming its
eligibility and is in process of considering various options, including filing for compounding application with
the RBI for the above mentioned matter and resultant compliances. The ultimate outcome of the matter
cannot presently be determined, and no provision for any liability that may result has been made in the
financial statements for the year ended March 31, 2009.
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11.

12.

13.

14.

15.

16.

As stated in our audit reports referred to in paragraph 3 above, we conducted our audits in accordance with
the auditing standards generally accepted in India to enable us to issue an opinion on the General Purpose
Financial Statements. Those Standards require that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free of material misstatement. An audit includes
examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements. An
audit also includes assessing the accounting principles used and significant estimates made by management,
as well as evaluating the overall financial statement presentation. We believe that our audits provided a
reasonable basis for our opinion.

Our audits referred to in paragraph 3 above were carried out for the purpose of reporting on the General
Purpose Financial Statements. For none of the periods referred to in paragraph 3 above, did we perform audit
tests for the purpose of expressing an opinion on individual balances of account or summaries of selected
transactions, and accordingly, we express no such opinion thereon.

We have not audited any financial statements of the Company or its subsidiaries as of any date or for any
period subsequent to March 31, 2010. Accordingly, we express no opinion on the financial position, results of
operations or cash flows of the Company or its subsidiaries as of any date or for any period subsequent to
March 31, 2010.

This report should not be in any way construed as a reissuance or redating of any of the previous audit reports
issued by us or by other firm of Chartered Accountants nor should this report be construed as a new opinion
on any of the financial statements referred to herein.

We have no responsibility to update our report for events and circumstances occurring after the date of the
report.

This report is intended solely for your information and for inclusion in the Placement Document in
connection with the proposed QIP by the Company and is not to be used, referred to or distributed for any
other purpose without our prior written consent.

For S.R. BATLIBOI ASSOCIATES
Firm Registeration No: 101049W
Chartered Accountants

per Govind Ahuja
Partner
Membership No: 48966

Place: Mumbai, India
Date: November 1, 2010
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REFORMATTED CONSOLIDATED BALANCE SHEET AS AT

(INR In Million)
For The Year Ended
PARTICULARS Sch No 31.03.2010 31.03.2009 31.03.2008
SOURCES OF FUNDS
SHAREHOLDERS' FUNDS
Share Capital 1 128.23 128.23 127.23
Shares Pending Allotment - - 1.00
Reserves and Surplus 2 1,797.83 1,623.67 1,758.75
1,926.06 1,751.90 1,886.98
LOAN FUNDS
Secured Loans 3 2,471.65 2,583.01 1,339.66
Unsecured Loans 4 2,162.70 2,162.70 2,162.70
4,634.35 4,745.71 3,502.36
MINORITY INTEREST 283.73 242.22 374.38
DEFERRED TAX LIABILITY (NET) 5 165.24 162.33 105.02
7,009.38 6,902.16 5,868.74
APPLICATION OF FUNDS
FIXED ASSETS
Gross Block 6 7,431.56 7,339.56 4,761.77
Less: Accumulated Depreciation / Amortisation 2,615.52 2,810.68 2,346.60
Net Block 4,816.04 4,528.88 2,415.17
Add : Capital Work in Progress (including Capital
Advances) 740.64 452.08 550.44
5,556.68 4,980.96 2,965.61
INVESTMENTS 7 2.01 17.61 69.85
DEFERRED TAX ASSET (NET) (Refer Note 19 to
Schedule 18 of FY 09-10) 67.07 86.24 -
CURRENT ASSETS, LOANS AND ADVANCES
Inventories (Stores and Spares) - at lower cost or net
realisable value 20.21 37.34 2.41
Sundry Debtors (Including Service Tax) 8 1,230.44 1,032.61 893.73
Cash and Bank Balances 9 212.37 613.59 408.16
Other Current Assets (Unbilled Revenue) 62.19 - -
Loans and Advances 10 898.38 850.96 2,190.91
2,423.59 2,534.50 3,495.21
Less : CURRENT LIABILITIES & PROVISIONS
Current Liabilities 11 1,039.15 716.62 641.22
Provisions 12 1.50 1.22 20.71
1,040.65 717.84 661.93
NET CURRENT ASSETS 1,382.94 1,816.66 2,833.28
MISCELLANEOUSEXPENDITURE 13 0.68 0.68 -
(To the extent not written off or adjusted)
7,009.38 6,902.16 5,868.74
NOTES TO ACCOUNTS 18
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Amounts less than Rs. 0.01 million have been indicated by way of *
The Schedules Referred to notes to Accounts form an integral part of the Balance Sheet and Profit and Loss
Account.

For and on behalf of the Board of Directors

Place: Mumbai Naresh Malhotra  Rivkaran Chadha  Navin Agarwal
Date: November 1, 2010 (Chairman) (Director) (Company Secretary)
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REFORMATTED CONSOLIDATED PROFIT & LOSS ACCOUNT

(INR In Million)
For The Year Ended
PARTICULARS S}?(I)—I 31.03.2010 31.03.2009  31.03.2008
INCOME
Income from Operations 4,527.84 3,543.73 2,221.34
Other Income 14 87.89 126.77 94.28
4,615.73 3,670.50 2,315.62
EXPENDITURE
Operating Costs 15 3,331.43 3,002.73 1,538.99
Exceptional Item 16 137.37 (67.47) 57.92
Interest 17 218.34 210.02 109.74
Depreciation 6 425.87 379.10 289.21
4,113.01 3,524.38 1,995.86
PROFIT BEFORE TAX 502.72 146.12 319.75
PROVISION FOR TAX
Current Tax 85.37 21.63 0.62
Less : MAT Credit Entitlement (0.14) (21.52) (3.60)
85.23 0.11 (2.98)
Fringe Benefit Tax - 1.71 1.97
Deferred Tax 23.56 (13.35) 3.18
Total Tax Expense 108.79 (11.53) 2.17
PROFIT AFTER TAX (Before adjustment of
Minority Interest) 393.93 157.64 317.58
Less Minority Interest 59.69 11.80 22.23
PROFIT AFTER TAX 334.24 145.84 295.35
Balance brought forward from previous year 750.95 779.63 519.29
Add : Adjustment pursuant to the court permission
received by subsidiary - (174.52) -
(Refer note 17 to Schedule 18 for FY 08-09)
Add : Adjustments for Effect of Overseas Subsidiary
Transition to IFRS - - (44.45)
Less : Minority Interest in respect of above - - (19.29)
Less : Cost of Equity - - (10.99)
Add: Deferred Tax Credited on Share Issue Expense - - 14.87
750.95 605.11 520.00
PROFIT AVAILABLE FOR APPROPRIATION 1,085.19 750.95 815.35
Appropriations
Interim Dividend - - 19.08
Dividend Distribution Tax - - 3.24
Transfer to General Reserve - - 13.40
SURPLUS CARRIED TO BALANCE SHEET 1,085.19 750.95 779.63
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For The Year Ended

PARTICULARS S}?(I)—I 31.03.2010 31.03.2009 31.03.2008
EARNINGS PER SHARE

Basic - Nominal Value of Shares Rs.10/- 30.72 11.45 23.22
Diluted - Nominal Value of Shares Rs.10/- 27.39 10.20 22.35
NOTES TO ACCOUNTS 18

Amounts less than Rs. 0.01 million have been indicated by way of *
The Schedules Referred to notes to Accounts form an integral part of the Balance Sheet and Profit and Loss
Account.

For and on behalf of the Board of Directors

Place: Mumbai Naresh Malhotra  Rivkaran Chadha  Navin Agarwal
Date: November 1, 2010 (Chairman) (Director) (Company Secretary)
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REFORMATTED CONSOLIDATED CASH FLOW STATEMENT

(INR In Million)
For The Year Ended

31.03.2010  31.03.2009  31.03.2008
Cash flow from Operating activities
Net Profit before taxation 502.35 146.11 319.76
Adjustments for :
Depreciation 425.88 379.10 289.21
(Profit)/ Loss on sale of Fixed Assets (6.29) (39.06) (8.74)
(Profit)/ Loss on sale of Investments (2.03) (3.40) 0.45
Foreign exchange (Gain)/Loss (net) (18.74) (38.75) (8.63)
Tax Written Off 0.85 - -
Interest Income (42.87) (25.33) (29.91)
Dividend Income (0.02) (0.03) (2.02)
Interest Expense 210.90 210.02 103.36
Bad debts Written Off 80.50 64.36 -
Provision for Doubful Debts 31.00 - -
Undertaking Fees (11.31) (8.57) (18.54)
Sundry Credit Balances Written Back (1.93) (1.59) -
Provision for Share Based payment 7.21 - -
Provision for Gratuity 0.27 1.22 -
Excess Provision Written Back - (1.30) -
Miscellaneous Expenditure Written Off - - 9.24
Provision for Doubtful Debts 0.27 6.28 -
Impairment of Investment Adjustment (0.53) - -
Operating profit before working capital changes 1,175.51 689.06 654.18
Movements in Working Capital :
Decrease / (Increase) in Sundry Debtors (267.09) 15.50 (186.76)
Decrease / (Increase) in Inventories 16.44 (182.21) (0.29)
Decrease / (Increase) in Loans and Advances (125.12) 992.30 (1,769.25)
Increase/(Decrease) in Current Liabilities 245.19 604.84 35.29
Cash generated from operations 1,044.93 2,119.49 (1,266.83)
Direct Taxes paid (Net of Refunds) (60.82) (92.59) (75.70)
Fringe Benefit Tax Paid (0.21) (1.57) (2.23)
Exchange Rate Difference 13.57 27.29 1.40
Net Cash from Operating activities 997.47 2,052.62 (1,343.36)
Cash flow from investing activites
Purchase of Fixed Assets (768.40) (608.08) (1,144.15)
Proceeds from Sale of Fixed Assets 6.31 57.71 31.07
Purchase of Current Investments (569.90) - (83.00)
Purchase of Investment in Subsidiaries - (1,698.91) (59.66)
Sale of Current Investments 140.96 33.95 193.00
Inter- Corporate Deposits given (1.00) (74.50) -
Inter- Corporate Deposits received back 1.00 101.06 -
Margin money and Fixed Deposits under lien 114.23 (62.90) 128.89
Interest Received 35.76 59.85 30.10
Dividends Received 0.03 0.03 2.02
Expense incurred for increase in Capital of Subsidiary (0.59)
Net Cash from Investing activities (1,041.01) (2,192.37) (901.73)
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For The Year Ended

31.03.2010  31.03.2009  31.03.2008
Cash flow from Financing activities
Redemption of Preference shares - (479.93) -
Proceeds from long term borrowings 394.68 1,358.87 132.43
Repayment of long term borrowings (358.86) (333.39) (55.78)
Proceeds from short term borrowings 395.03 934.68 935.36
Repayment of short term borrowings (405.25) (962.70) (483.34)
Loans borrowed (net) - - (102.50)
Proceeds from Issuance of FCCB - - 2,162.70
Proceeds from Issuance of Shares to Minorities - - 39.07
Interest paid (257.78) (240.78) (103.36)
Dividends Paid (0.00y* (0.00)* (19.07)
Foreign exchange Gain/(Loss) (net) (0.05) - -
Tax on Dividend paid - - (3.24)
Expenses on Issuance of Securities - - (58.25)
Net Cash from Financing activities (232.23) 276.75 2,444.03
Effect of exchange differences on translation (23.12) (5.66) (2.14)
Net increase/(decrease) in cash and cash equivalents
(A+B+C) (298.91) 131.35 196.80
Cash and Cash Equivalents at the Beginning of the year 389.47 239.43 36.02
Translation adjustment on Opening Cash and Cash
equivalents 6.08 (1.76) (0.82)
Cash and Cash Equivalents Acquired on Merger - - 0.19
Cash and Cash Equivalents received pursuant to purchase of
Subsidiary - 12.05 -
Unrealised Gain/(Loss) on Foreign Currency Cash and Cash
equivalents 0.12 0.02 7.24
Cash and cash equivalents at the end of the year 96.77 381.08 239.43
Components of Cash and Cash equivalents, as at March
31
Cash 2.04 1.37 2.27
With Banks:
- On Current Accounts 92.01 376.65 237.16
- On Fixed Deposits 2.72 3.06 -
Cash and Cash Equivalents at the End of the year 96.77 381.08 239.43
Bank deposits having maturity of more than 90days 114.57 228.80 165.90
Interest Accrued on bank deposits 1.03 3.71 2.83
Cash and Bank Balance (Refer Schedule 9) 212.37 613.59 408.16

Amounts less than Rs. 0.01 million have been indicated by way of *
The Schedules Referred to notes to Accounts form an integral part of the Balance Sheet and Profit and Loss

Account.

For and on behalf of the Board of Directors

Naresh Malhotra
(Chairman)

Place: Mumbai
Date: November 1, 2010

Rivkaran Chadha
(Director)

Navin Agarwal
(Company Secretary)
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SCHEDULES FORMING PART OF REFORMATTED CONSOLIDATED BALANCE SHEET AS
AT

(INR In Million)
For The Year Ended
31.03.2010 31.03.2009 31.03.2008
Schedule 1
SHARE CAPITAL

Authorised :
15,000,000 (2009 - 15,000,000 : 2008 - 15,000,000) Shares of
Rs.10 each 150.00 150.00 150.00

Issued, Subscribed and Paid-Up:
12,822,588 (2009 - 12,822,588 : 2008 - 12,722,588) Shares of
Rs.10 each 128.23 128.23 127.23

Of the above :

i. 3,600,000 (2009 - 3,600,000 : 2008 - 3,500,000) Equity Shares of
Rs. 10 each were allotted as fullypaid up pursuant to scheme of
arrangement for consideration other than cash
ii. 4,000,000 (2009 - 4,000,000 : 2008 - 4,000,000) Equity Shares
of Rs. 10 each were allotted as fully paid up bonus shares by
capitalisation of Reserves

128.23 128.23 127.23
Schedule 2
RESERVES AND SURPLUS
Securities Premium at the beginning of the year 964.86 964.86 1,265.67
Add : Consolidation Adjustments - - 2.12
Less : Issue Expenses Pertaining to IPO - - 65.62
Less : FCCB Issue Expenses - - 58.24
Less : Drawal as per proposed Scheme of Merger - - 179.07
Securities Premium at the end of the year 964.86 964.86 964.86
General Reserve at the beginning of the year 13.40 13.40 -
Add : Transferred during the year - - 13.40
General Reserve at the end of the year 13.40 13.40 13.40
Business Restructuring Reserve at the beginning of the year
Add : Transfer pursuant to Arrangement - - 70.93
Add : Transfer from Share Premium pursuant to Scheme of
Merger - - 179.07
Less : Drawal as per proposed Scheme of Merger - - 250.00
Business Restructuring Reserve at the end of the year - - -
Capital Redemption Reserve at the beginning of the year - - 1.53
Add Consolidation Adjustment - - (1.53)
Fair Value Reserve - 4.35 -
Foreign Currency Translation Reserve (265.62) (109.89) 0.86
Profit and Loss Account 1,085.19 750.95 779.63

1,797.83 1,623.67 1,758.75
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SCHEDULES FORMING PART OF REFORMATTED CONSOLIDATED BALANCE SHEET AS

AT

Schedule 3

SECURED LOANS

Loans from Banks (Refer Note 3 to Schedule 18 and Refer Note 3
to Schedule 18 for FY 08-09)

Term Loans

(Amount repayable within one year Rs. 214.09 Million
(2009 - Rs. 84.66 Million: 2008 - Rs. 12.69 Million)

Buyers Credit

(Amount repayable within one year Rs.264.74 Million
(2009 - Rs. 257.55 Million : 2008 - Rs. 274.85 Million)

Cash Credit/Over Draft
Short Term Demand Loan
Other Secured Liability
Hire Purchase Obligation

Loans from Others
Vehicle Finance

(Amount repayable within one year Rs. 4.73 Million
(2009 - Rs. 5.83 Million : 2008 - Rs. 3.88 Million)

Schedule 4

UNSECURED LOANS
Zero Coupon Foreign Currency Convertible Bonds (Refer Note 14
to Schedule 18)

550 (2009 - 550 : 2008 - 550) Bonds @ USD 0.10 Million each
aggregating to USD 55.00 Million (2009 - USD 55.00 Million :
2008 - USD 55.00 Million)

Schedule 5

DEFERRED TAX LIABILITY

Difference in depreciation and other differences in block of assets
as per tax books and financial books

Effect of Expenditure debited to Profit and Loss Account in the

Current Year but allowed for tax purposes in following years
Gross Deferred Tax Liability
DEFERRED TAX ASSET

Unabsorbed Depreciation
Provision for Doubtful Debts

(INR In Million)

For The Year Ended

31.03.2010 31.03.2009 31.03.2008

133438  1,236.60 129.91
443.30 725.21 557.50
295.72 499.86 66.97
250.00 25.00 380.00

- 20.24 101.53
135.01 48.38 91.86
13.24 27.72 11.89

2,471.65  2,583.01  1,339.66

2,162.70  2,162.70  2,162.70

2,162.70  2,162.70  2,162.70
177.72 178.70 147.31

. ; (9.09)
177.72 178.70 138.22
- 5.26 18.08
10.54 ; ;
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SCHEDULES FORMING PART OF REFORMATTED CONSOLIDATED BALANCE SHEET AS

AT

(INR In Million)

For The Year Ended

31.03.2010 31.03.2009 31.03.2008

Differences due to accelerated amortisation of intangibles under

Income Tax Act 0.14 0.19 0.25
Difference on Derivative Losses - 7.32 -
Share Issue Expenses 1.80 3.60 14.87
Gross Deferred Tax Asset 12.48 16.37 33.20
Net Deferred Tax Liability 165.24 162.33 105.02
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SCHEDULES FORMING PART OF REFORMATTED CONSOLIDATED BALANCE SHEET AS AT

Schedule 6
FIXED ASSETS (INR In Million)
Net
Gross Block Depreciation Block Net Block
Deprec
Description of asset As on Consolid | Additions As on As on Consoli iation For As on As on As on
01.04.200 ation on Additions Deductio | 31.03.20 | 01.04.200 dation on Adjust | Deduct the 31.03.201 | 31.03.201 31.03.2009
9 Adjustme | Acquisiti ns 10 9 Adjust Assets ments ions Year 0 0 o
nts on ments taken
over
(A) | TANGIBLE ASSETS
Land and Building 1,625.91 (143.54) - 0.37 - | 1,482.74 224.09 (2.60) - (1.91) - 20.84 240.42 1,242.32 1,401.82
Leaschold (41.63) . 14.47 60.64 147.07 | (27.75) | G319y | 5989 | 3293 89.17
Improvement 197.30 ) ) ) 109.50 ) ) ) ) ) ) 20.33 50.23
Plant & Machinery 4,354.97 (201.45) - 572.09 456.73 | 4,268.88 2,103.50 | (134.30) - | (14.85) | 213.15 | 332.61 2,073.81 2,195.07 2,251.47
Furniture & Fixtures 503.35 (28.32) - 11.27 201.85 284.45 305.15 (20.47) - (1.51) 137.79 24.17 169.55 114.90 198.20
Office Equipments 20.08 0.20 - 5.49 0.02 25.75 7.52 0.12 - (0.04) - 3.29 10.89 14.86 12.56
Vehicles 41.36 (0.47) - 6.06 0.04 46.91 8.18 (0.22) - (0.07) 0.02 4.20 12.07 34.84 33.18
Total (A) 6,742.97 (415.21) - 609.75 719.28 | 6,218.23 2,795.51 | (185.23) - | (21.58) | 410.86 | 418.05 2,595.91 3,622.32 3,947.46
INTANGIBLE
(B) | ASSETS

Goodwill 134.25 (7.90) - 13.93 14.70 125.58 5.32 - - - - - 5.32 120.26 128.92
Goodwill on
Consolidation 398.13 (16.93) - 96.45 - 477.65 - - - - - - - 477.65 398.13
Rights 30.00 - - 515.17 - 545.17 - - - - - - - 545.17 30.00
Software 34.21 1.41 - 33.84 4.53 64.93 9.85 0.61 - (0.33) 3.66 7.82 14.29 50.64 24.37
Total (B) 596.59 (23.42) - 659.39 19.23 1,213.33 15.17 0.61 - (0.33) 3.66 7.82 19.61 1,193.72 581.42
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Total (A + B) 7,339.56 (438.63) - 1,269.14 738.51 | 7,431.56 2,810.68 | (184.61) -] (21.91) | 414.52 | 425.87 2,615.52 4,816.04 4,528.88
1,082.2

Previous Year 4,761.78 (262.06) 2,945.03 1,146.76 1,251.95 | 7,339.56 2,346.62 | (164.80) 9 (9.16) | 832.52 | 388.25 2,810.68 4,528.88

Capital Work In

Progress * - - - - - - - - - - - - - 740.64 452.08

(INR In Million)
Net Net
Gross Block Depreciation Block Block
Description of asset As on Consoli Ad((i)llilons As on As on Consolida | Depreciati For As on As on As on
01.04.200 | dation Acquisitio Additions | Deduction | 31.03.200 | 01.04.200 tion on on Adjust | Deduct the 31.03.20 | 31.03.200 | 31.03.200
8 Adjust 4 n s 9 8 Adjustme Assets ments ions Year 09 9 8
ments nts taken over
TANGIBLE
(A) ASSETS

Land and Building 419.19 | (30.12) 1,236.56 0.28 - 1,625.91 201.04 (16.39) 227 - - | 3718 224.09 1,401.82 218.16
Leasehold

Improvement 195.68 1.62 - 19730 1.74 126.01 - - 19.32 147.07 5023 )
Plant & Machinery 3,472.64 | (17545 1,425.18 746.60 1,114.01 4,354.97 1,888.53 (128.98) 889.05 (8.46) | 831.46 | 294.82 | 2,103.50 2,251.47 1,584.11
Furniture & Fixtures 436.35 | (31.42) 73.72 24.70 - 503.35 242.18 (21.01) 58.43 (0.71) - | 2626 305.15 198.20 194.17
Office Equipments 12.90 - 2.16 5.02 - 20.08 3.97 (0.00)* 0.95 0.02 - 2.58 7.52 12.56 8.93
Vehicles 28.13 (0.36) 2.13 15.16 3.70 41.36 5.20 (0.16) 0.63 (0.01) 1.05 3.56 8.18 33.18 22.93
Total (A) 4,369.22 | (237.35) 2,935.44 793.38 1,117.71 6,742.97 2,340.92 (164.80) 1,077.34 (9.16) | 832.52 | 383.72 | 2,795.51 3,947.46  2,028.30
INTANGIBLE

(B) | ASSETS

Goodwill 258.62 | (21.74) - 102.64 134.24 5.32 - - - 5.32 128.92 253.30
Goodwill on

Consolidation 53.82 34431 398.13 - - - - - 398.13 53.82
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Rights 64.57 (2.97) - 31.60 30.00 - - - - 30.00 64.57
Software 15.55 9.60 9.07 - 34.22 0.37 (0.01) 4.95 - 4.53 9.85 24.37 15.18
Total (B) 392.56 | (24.71) 9.60 353.38 134.24 596.59 5.69 (0.01) 4.95 - - 4.53 15.17 581.42 386.87
Total (A + B) 4,761.78 (262.06 2,945.03 1,146.76 1,251.95 7,339.56 2,346.62 (164.80) 1,082.29 (9.16) 832.52 | 388.25 | 2,810.68 4,528.88 2,415.17
Previous Year 3,945.73 | (200.87) -] 1,059.58 | 4266 | 476178 | 222992 [ (131.70) | - ] -] 1474 [ 26314 | 234662 | 241517 |
Capital Work In
Progress * - - - - - - - - - - - - - 444.26 550.44
(INR In Million)
Gross Block Depreciation Net Block | Net Block
Deprec
. As on Consoli | Additio As on As on iation For
Description ofasset | 04900 | dation | nson Addifions ]C)tfgr‘l‘ 3103200 | 0104200 | Consolidation | on | Adjust | o | the | ‘835 Soos | 31 ‘835 Soos | 31 ‘835 007
7 Adjust | Acquisi s 8 7 Adjustments | Assets ments Year o o o
ments tion taken
over
TANGIBLE
(A) ASSETS
Land and Building 444.00 | (24.98) - 0.17 - 419.19 199.01 (13.00) - (4.31) - 19.34 201.04 218.15 244.98
Leasehold ) ) ) ) ) ) ) ) )
Improvement - - -
(142.08 - 715.30 1,760.39 (103.74) - 37.67 12.52 | 206.72 1,888.52
Plant & Machinery 2,920.64 ) ) 21.22 3,472.64 o ) ) ) ) T 1,584.12 1,160.25
Furniture & Fixtures 405.11 | (24.54) - 56.51 0.73 436.35 227.78 (14.91) - (1.78) 0.17 31.26 242.18 194.17 177.32
Office Equipments 7.45 - - 545 - 12.90 1.96 - - 0.68 - 1.33 3.97 8.93 5.50
Vehicles 2717 | 0% i 1620 14505 28.13 1049 (0.05) -] 617 206 1 299 320 22.93 16.68
(191.82
Total (A) 3,804.37 ) - 793.63 | 36.97 4,369.21 2,199.63 (131.70) - 26.08 14.74 | 261.64 2,340.91 2,028.30 1,604.73
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INTANGIBLE

B) ASSETS
Goodwill 124.31 (7.90) 147.91 5.70 258.62 4.20 - - 1.12 5.32 253.30 253.30
Goodwill on
Consolidation - - 53.82 - 53.82 - - - - - 53.82 53.82
Rights 17.05 (1.13) 48.65 - 64.57 - - - - 64.57 64.57
Software - - 15.55 - 15.55 - - - 0.37 0.37 15.18 15.18
Total (B) 141.37 (9.03) 265.93 5.70 392.56 4.20 - - - 1.49 5.69 386.87 386.87

(200.85

Total (A + B) 3,945.73 ) 1,059.56 | 42.66 4,761.77 2,203.84 (131.70) 26.08 14.74 | 263.13 2,346.60 2,415.17 1,991.60
Previous Year 3,361.40 - 612.03 | 27.70 3,945.73 1,980.84 - - 9.50 | 232.49 2,203.84 1,741.90
Capital Work In
Progress * - - - - - - - - - - - 550.44 292.24

* Note: Borrowing Cost included in Capital Work In Progress - Rs.93.76 Mn (2009 - Rs.48.84 Mn : 2008 - Rs.12.42 Mn)
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SCHEDULES FORMING PART OF REFORMATTED CONSOLIDATED BALANCE SHEET AS

AT
(INR In Million)
For The Year Ended
31.03.2010  31.03.2009 31.03.2008
Schedule 7
INVESTMENTS
Other than trade
Unquoted - fully paid up
The Shamrao Vithal Co-operative Bank Limited 0.10 0.10 0.10
4,000 (2009 - 4,000 : 2008 - 4,000) shares of Rs 25/- each
Mainframe Premises Co-Operative Society Ltd 0.00 * - -
Current Investments (at lower of cost and market value)
Other than Trade Quoted
Cinemax India Limited 0.41 0.41 0.97
9,172 (2009 - 9,172 : 2008 - 9,172) equity shares of Rs.10/-
each
Market Value Rs. 0.58 Mn (2009 - Rs. 0.41 Mn : 2008 - Rs.
0.97 Mn)
Conexion Media Group Plc 1.50 12.10 33.78
1,750,000 (2009 - 1,750,000 : 2008 - 1,750,000) Ordinary
shares of £1.00 each
(Market Value Rs. 1.49 Mn (GBP 0.02 Mn) (2009 - Rs. 12.10
Mn (GBP 0.17 Mn) : 2008 - Rs. 33.78 Mn (GBP 0.42 Mn)
Other than Trade Unquoted units of Mutual Fund
ICICI Prudential FMP Series 34 - Fifteen Months Plan - - 30.00
30,00,000 (2009 - 3,000,000 : 2008 - 3,000,000) Units of Rs. 10
Each
Other Investments
DSP Merrill Lynch - Principal Protected Debenture - 5.00 5.00
Nil (2009 - 5 : 2008 - 5) Units of Rs. 1 Mn each
2.01 17.61 69.85
Aggregate amount of quoted Investments 1.91 12.51 34.75
Market Value Rs. 1.91 Mn (2009 - Rs. 12.51 Mn : 2008 - Rs.
34.75 Mn)
Aggregate amount of Unquoted Investments 0.10 5.10 35.10
Schedule 8
SUNDRY DEBTORS
Debts outstanding for a period exceeding six months
Unsecured, considered good 191.97 290.89 216.27
Considered Doubtful 31.00 16.92 11.79
Other debts 222.97 307.81 228.06
Unsecured, considered good 1,038.47 741.72 677.46
1,261.44 1,049.53 905.52
Less: Provision for Doubtful Debts 31.00 16.92 11.79
Included in Sundry Debtors are : 1,230.44 1,032.61 893.73

i. Service Tax amount of Rs. 80.84 Mn (2009 - Rs. 69.62 Mn : 2008 - Rs.59.51 Mn), which is payable upon

collection
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SCHEDULES FORMING PART OF REFORMATTED CONSOLIDATED BALANCE SHEET AS

AT
(INR In Million)

For The Year Ended

31.03.2010  31.03.2009  31.03.2008

Schedule 9

CASH AND BANK BALANCES

Cash on hand 2.04 1.37 2.27
Balances with Scheduled banks

In Current Accounts 92.01 376.65 237.16
In Fixed Deposit Accounts (Refer Note below) 118.32 235.57 168.73

212.37 613.59 408.16

Note :

i.As margin for Letter of Credit / Buyers Credit - Rs. 42.83 Mn
(2009 - Rs. 192.29 Mn : 2008 - Rs. 137.18 Mn)

ii.Lien on Fixed Deposit against Bank Guarantee availed -Rs.
33.37 Mn (2009 - Rs. 36.51 Mn : 2008 - Rs. 28.72 Mn)

iii. As margin for Term Loan - Rs.37.50 Mn (2009 - Rs. Nil :
2008 - Rs. Nil)

iii. Accrued interest on Fixed Deposits - Rs. 1.03 Mn (2009 —
Rs.3.71 Mn : 2008 - Rs.2.83 Mn)

Schedule 10
LOANS AND ADVANCES

Unsecured - considered good
Advances recoverable in Cash or in Kind or for value to be
received 350.46 493.83 1,976.46

Deposits 82.24 87.41 39.86
Inter Company Deposits 94.93 90.42 80.96
Interest Receivable - 1.18 -
MAT Credit Entitlement 0.14 24.99 3.60

Advance Payment of Taxes 370.61 153.13 90.03
(Net of Provision for Tax - Rs. 90.01 Mn (2009 - Rs. 169.83 Mn
22008 - Rs. 148.45 Mn)

898.38 850.96 2,190.91

Schedule 11
CURRENT LIABILITIES

Sundry creditors

Total Outstanding dues to Micro and Small Enterprises
(Refer Note 4 to Schedule 18) - - -

Dues of creditors other than Micro and Small Enterprises 586.91 249.31 346.36
Other Liabilities 230.09 360.84 278.95
Bank Book Overdraft 2.89 0.98 -
Deferred Revenue Income 61.86 60.07 -
Owed to Group Company 0.02 - -
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SCHEDULES FORMING PART OF REFORMATTED CONSOLIDATED BALANCE SHEET AS

AT
(INR In Million)
For The Year Ended
PARTICULARS 31.03.2010 31.03.2009 31.03.2008
Interest Accrued but not due 8.75 10.70 -
Advances from Customers 148.62 34.71 15.89
Unclaimed Dividend * 0.01 0.01 0.02
1,039.15 716.62 641.22
* Note: Appropriate amount shall be transferred to "Investor
Education and Protection Fund" if and when due.
Schedule 12
PROVISIONS
Provision for Gratuity (Refer Note 12(a) to Schedule 18) 1.50 1.22 -
1.50 1.22 -
Provision for Undertaking
Beginning of the year - 20.71 -
Add : Provision for the year - - 20.71
Less : Settled during the year - 20.71 -
End of the year - - 20.71
1.50 1.22 20.71
Schedule 13
MISCELLANEOUS EXPENDITURE
(To the extent not written off or adjusted)
Preliminary expenses 0.68 - -
As per last balance sheet - - 87.01
Add: incurred during the year - 0.68 -
Less : Share issue expenses adjusted against Security Premium - - 65.62
Less : Other Adjustments - - 12.15
Less : Amortised / Written off during the year - - 9.24
0.68 0.68 -
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SCHEDULES FORMING PART OF REFORMATTED CONSOLIDATED BALANCE SHEET AS

AT
(INR In Million)
For The Year Ended
PARTICULARS 31.03.2010 31.03.2009 31.03.2008
Schedule 14
OTHER INCOME
Dividend 0.03 0.03 0.01
Long Term Investments - Non Trade - - 2.00
Current Investments
Interest Income
Bank Deposits
(TDS :- 2010 - Rs.2.03 Mn : 2009 - Rs.2.86 Mn : 2008 - Rs. 1.95
Mn) 30.03 20.48 22.19
Others
(TDS :- 2010 - Rs. Nil : 2009 - Rs. Nil : 2008 - Rs. Nil) 12.82 4.84 7.72
Profit / (Loss) on Sale of Investment 2.03 3.40 -
Profit / (Loss) on Sale of Asset 6.31 39.06 8.74
Exchange Gain (net) 18.73 38.75 8.63
Undertaking Fee (Refer Note 6 to Schedule 18 for FY 09-10) 11.31 8.57 18.54
Excess Provision Write Back 1.93 1.59 -
Insurance Claim Received - 6.37 6.31
Miscellaneous Income (Refer Note 15 to Schedule 18) 4.70 3.68 20.14
87.89 126.77 94.28
Schedule 15
OPERATING AND OTHER EXPENSES
Personnel Expenses
Salaries, Staff Remuneration and Bonus 1,025.42 1,023.26 768.64
Contribution to Provident and Other Fund (Refer Note 12(b) to
Schedule 18) 60.82 71.03 59.09
Gratuity (Refer Note 12(a) to Schedule 18) 0.27 1.22 -
Staff Welfare 10.61 14.48 7.08
Technician Fees 903.42 892.25 150.63
Technical Services Payments 385.38 125.11 157.10
Communication Cost 35.21 35.81 14.28
Consumables Stores 83.29 72.56 19.97
Director's Sitting Fees 0.18 0.32 0.22
Electricity Charges 93.18 101.28 49.22
Insurance Cost 48.38 49.24 17.29
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SCHEDULES FORMING PART OF REFORMATTED CONSOLIDATED BALANCE SHEET AS

AT
(INR In Million)
For The Year Ended
PARTICULARS 31.03.2010 31.03.2009  31.03.2008
Legal and Professional Fees 41.51 41.51 8.63
Loss on sale of Assets (net) 0.01 - -
Rates and Taxes 14.67 18.53 1.29
Rebates and Discount 24.67 8.96 10.12
Rent 176.18 210.60 169.96
Traveling and Conveyance 85.25 68.73 31.15
Miscellaneous Expenses 157.75 126.01 47.86
Repairs & Maintenance
Repairs and Maintenance-Equipment 58.43 58.45 11.74
Repairs and Maintenance-Studio/Office Premises 4.81 4.39 3.96
Bad Debts Written Off 80.50 64.36 3.11
Provision for Doubtful Debts 31.27 6.28 -
Auditor's Remuneration
Audit Fees 9.72 7.84 5.40
Other Matters 0.50 0.51 2.25
3,331.43 3,002.73 1,538.99
Schedule 16
EXCEPTIONAL ITEM
(Refer Note 16 to Schedule 18)
VAT Claim (33.89) (122.18) -
Liquidation Income (111.89) - -
Share Based Payments 7.21 - -
Goodwill W/off 19.30 - -
Damages for Loss of Employment 0.20 - 35.44
Legal Fees 101.42 - 13.24
(Write Back) / Written off during the year 155.02 54.71 9.24
137.37 (67.47) 57.92
Schedule 17
FINANCIAL EXPENSES
Interest on Bank Overdraft 69.00 54.68 35.53
Interest on Term Loan 90.66 59.07 54.55
Interest on Buyer's Credit 36.37 62.00 -
Interest on Others 7.31 23.82 6.43
Bank Charges 15.00 10.45 13.23
218.34 210.02 109.74
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Schedule forming part of Reformatted Consolidated Financial Statement for FY 2009-10
Schedule 18 - Notes to Accounts

1. Nature of Operations:

Prime Focus Limited and its subsidiaries are engaged in the business of Post Production and Visual Effects
services for Films and Television content.

2. Statement of Significant Accounting Policies:
a. Basis of Preparation

The financial statements have been prepared to comply in all material respects in respects with the Notified
Accounting Standards by Companies Accounting Standards Rules, 2006 (as amended) and the relevant
provisions of the Companies Act, 1956. The financial statements have been prepared under the historical cost
convention on an accrual basis. The accounting policies have been consistently applied by the Group and
except for the changes in accounting policy discussed more fully below, are consistent with those used in the
previous year.

The financial statements of the subsidiaries used in the consolidation are drawn up to the same reporting date
as that of the holding company namely March 31, 2010. The financial statements are presented in the general
format specified in Schedule VI to the Act.

b. Principles of Consolidation

The consolidated financial statements include the financial statements of Prime Focus Limited (‘the
Company’) and all its subsidiaries (collectively referred to as ‘the Group’), which are more than 50% owned
or controlled and have been prepared in accordance with the consolidation procedures laid down in
Accounting Standard 21- ¢ Consolidated Financial Statements’ and AS 23, ‘Accounting for Investments in
Associates in Consolidated Financial Statements’, notified by Companies (Accounting Standards) Rules,
2006 (as amended).

The Consolidated financial statements have been prepared on the following basis:

i.  The financial statements of the parent and the subsidiary 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 profits in full. An unrealised loss resulting from intra-
group transactions has also been eliminated except to the extent that recoverable value of related assets is
lower than their cost to the Group.

ii. The Assets & Liabilities of non-integral Subsidiaries are translated into Indian Rupees at the rate of
exchange prevailing as of the Balance sheet date. Revenue and Expenses are translated into Indian
Rupees at an average closing rate.

iii. The consolidated financial statements are presented, to the extent possible, in the same format as that
adopted by the parent for its separate financial statements. However, as these financial statements are not
statutory financial statements, full compliance with the Act are not required and hence these financial
statements do not reflect all the disclosure requirements of the Act.

iv. The consolidated financial statements are prepared using uniform accounting policies to the extent
practicable across the Group. Where necessary, adjustments are made to the financial statements of
subsidiaries to bring the accounting policies used into line with those used by Group, except in case of
the accounting policies mentioned below, where there exists variance between Parent and the subsidiary:

a. Fixed Assets

b. Depreciation

c. Foreign Currency Translation
d. Current Investments
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e. Goodwill on consolidation
f. Intangible assets
g.  Revenue recognition

v. Goodwill arising on consolidation

The excess of cost to the parent, of its investment in subsidiary over its portion of equity in the
subsidiary at the respective dates on which investment in the subsidiary was made, is recognized in the
financial statements as goodwill and in the case where equity exceeds the cost; the difference is
accounted as capital reserve. . The parent’s portion of equity in the subsidiary is determined on the basis
of the value of assets and liabilities as per the financial statements of the subsidiary as on the date of
investment.

However, one of the subsidiary company, Prime Focus London Plc, UK and its subsidiaries (‘PF London
Group’), Goodwill arising on consolidation represents the excess of the cost of an acquisition over the
fair value of PF London Group's share of the net assets / net liabilities of the acquired entity at the date
of acquisition. If the cost of acquisition is less than the fair value of the Group's share of the net assets /
net liabilities of the acquired entity (ie a discount on acquisition) then the difference is credited to the
Income Statement in the period of acquisition.

Goodwill of PF London is Rs. 120.26 million (Previous year Rs. 139.98 million).

Goodwill arising on consolidation is evaluated for impairment annually.

c. List of subsidiaries which are more than 50% owned or controlled and included in the Consolidated

Financials:

Name of Subsidiary Principal Activity Country of | Percentage
Incorporation of Holding

Prime Focus London Plc. Post Production and VFX | England & Wales 59.96%

services

Prime Focus Investments Ltd. Media and other Investments | England & Wales 100%

Prime Focus Technologies Pvt. Ltd. | Digital Asset Management India 51%

Flow Post Solutions Pvt. Ltd. Post Production services India 51%

GVS Software Pvt Ltd. No activity as of date India 100%

Prime Focus Motion Pictures Ltd. No activity as of date India 100%

Subsidiary undertakings of Prime Focus London Plec.

Prime Focus Visual Entertainment Broadcast Post Production England & Wales 100%
Services Limited (Formerly Blue
Post Production Limited)

VTR Media Investments Limited Media Investments England & Wales 100%
Name of Subsidiary Principal Activity Country of | Percentage
Incorporation of Holding

Amazing Spectacles Limited | Post Production Service England & Wales 100%

(Formerly The Hive Animation

Limited)

Clipstream Limited Digital Content Management | England & Wales 100%

Meanwhile Content Limited Post Production of England & Wales 100%

(Formerly United Sound & Vision Television Commercials

Limited)

Machine Effects Limited Graphics for Feature Films England & Wales 100%

37 Dean Street Limited Dormant England & Wales 100%

Associates of Prime Focus London Ple.

VTR North Limited Post Production of England & Wales 20%
Television Commercials

Busy Buses Limited Dormant England & Wales 33%
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Subsidiary undertakings of Prime Focus Investments Ltd.

Prime Focus VFX Services I Inc Post Production and VFX | Canada 100%
services

Prime Focus VFX Services II Inc Post Production and VFX | Canada 100%
services

Prime Focus VFX Technology Inc Post Production and VFX | Canada 100%
services

Prime Focus VFX Pacific Inc Post Production and VFX | Canada 100%
services

Prime Focus VFX USA Inc Post Production and VFX | USA 100%
services

Prime Focus VFX Australia Pty Ltd | Post Production and VFX | Australia 100%
services

Prime Focus North America Inc Post Production and VFX | USA 100%

(formerly Post Logic Studios Inc) services

Subsidiary undertakings of Prime Focus North America Inc.

1800 Vine Street LLC | NA | USA | 100%

Subsidiary undertakings of Prime Focus London Plc. — Liquidated during the year

PF (Post Production) Limited Post Production England & Wales 100%

K Post Limited Post Production of | England & Wales 100%
Television Commercials

The Machine Room Limited Film Transfer, Video | England & Wales 100%
Mastering & DVD

Subsidiary undertakings of Prime Focus London Plc. — Liquidated during the previous year

Clear (Post Production) Limited Post Production of TV | England & Wales 100%
commercials.

Outpost Post Production Limited Post Production of TV | England & Wales 100%
commercials

d. Use of Estimates

The preparation of financial statements in conformity with generally accepted accounting principles requires
management to make estimates and assumptions that affect the reported amounts of assets and liabilities and
disclosure of contingent liabilities at the date of the financial statements and the results of operations during
the reporting period end. Although these estimates are based upon management’s best knowledge of current
events and actions, actual results could differ from these estimates.

e. Fixed Assets

Fixed assets are stated at cost less accumulated depreciation. Cost comprises the purchase price and any
attributable cost of bringing the asset to its working condition for its intended use. Borrowing costs relating to
acquisition of fixed assets which takes substantial period of time to get ready for its intended use are also
included to the extent they relate to the period till such assets are ready to be put to use.

f. Depreciation

Depreciation is provided using the Straight Line Method as per the useful lives of the assets estimated by the
management, or at the rates prescribed under Schedule XIV of the Companies Act, 1956 whichever is higher.

Asset Group Rates (SLM) (Sscﬁgf[l;l le XIV Rates
Land and Building 1.63% 1.63%
Plant & Machinery - Computer Based Assets 16.21% 16.21%
Plant & Machinery - Non Computer Based Assets 7.07% - 14.29% 7.07%
Furniture & Fixtures and Electrical Fittings 10.00% 6.33%
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Office Equipments 16.21% 13.91%
Vehicles 9.50% 9.50%

Leasehold improvements are depreciated on a straight line basis over the unexpired period of the lease.

However, one of the subsidiary company, PF London Group, provides depreciation using Written Down
Value (‘“WDV’) Method, to write down the cost of fixed assets to their residual values over the estimated
useful economic lives at the following rates:

Asset Group Rates (WDV)
Equipment 13.91%
Fixtures and fittings 18.10%
Motor Vehicle 25.89%

Gross book value of assets of PF London is Rs.1,784.48 Million (Previous year Rs. 1,680.88 Million) Net
book value of assets is Rs 1,074.55 Million (Previous year Rs. 700.80 Million) and depreciation charge for
the year is Rs. 92.30 Million (Previous Year Rs. 98.08 Million)

Impairment

The carrying amounts of assets are reviewed at each balance sheet date if there is any indication of
impairment based on internal/external factors. An impairment loss is recognized wherever the carrying
amount of an asset exceeds its recoverable amount. The recoverable amount is the greater of the asset’s net
selling price and value in use. In assessing value in use, the estimated future cash flows are discounted to
their present value at the weighted average cost of capital.

g. Intangible Assets
Film Rights

The Group amortises film costs using the individual-film-forecast method. Under the individual-film-forecast
method, such costs are amortised for each film in the ratio that current period revenue for such films bears to
management’s estimate of remaining unrecognised ultimate revenue as at the beginning of the current fiscal
year. Management regularly reviews and revises, where necessary, its total estimates on a film-by-film basis,
which may result in a change in the rate of amortisation and/or a write down of the intangible asset to fair
value. The period of amortisation only starts at the point at which the asset starts to produce economic
returns.

However, one of the subsidiary company, PF London amortises film rights on a straight-line basis over their
estimated useful lives viz, the life of the contract, approximately three years.

Value of films rights of PF London is Rs. 515.17 Million (Previous Year Rs. Nil)

The Other Intangibles are amortised over a period of 10 years, reflecting the fact that the underlying
technology will continue to provide benefit in the future.

Software

Software is amortized on straight line basis over its estimate of useful life which is estimated to be six years.
h. Leases

Finance leases, which effectively transfer to the Group substantially all the risks and benefits incidental to

ownership of the leased item, are capitalized at the lower of the fair value and present value of the minimum
lease payments at the inception of the lease term and disclosed as leased assets. Lease payments are
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apportioned between the finance charges and reduction of the lease liability based on the implicit rate of
return. Finance charges are charged directly against income. Lease management fees, legal charges and other
initial direct costs are capitalised.

If there is no reasonable certainty that the Group will obtain the ownership by the end of the lease item,
capitalized leased assets are depreciated over the shorter of the estimated useful life of the asset or the lease
term.

Leases where the lessor effectively retains substantially all the risks and benefits of ownership of the leased
item 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 leased term.

i. Stocks
Stock is included at the lower of cost and net realizable value less any provision for impairment.

j- Investments

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

In case of one of the subsidiary Prime Focus London Plc., quoted investments are revalued at each period end
according to the movement in the share price at the time. The change in value of the investment is charged or
credited to the fair value reserve in the balance sheet until its disposal or is impaired, at which time the
cumulative gain or loss previously recognised in fair value reserve is included in the profit and loss account.
Value of Current Investments of PF London Group is Rs. 1.49 Million (Previous Year Rs. 2.04 Million)

k. Revenue Recognition

Revenue is recognized to the extent that it is probable that the economic benefits will flow to the Company
and the revenue can be reliably measured.

Technical services receipts are recognized on the basis of services rendered and when no significant
uncertainty exists as to its determination or realization using proportionate completion method.

Unbilled revenue represents revenue recognised based on proportionate completion not yet invoiced to the
customers.

Revenue from TV program production services are recognized on delivery of the episodes.

Interest income is recognised on a time proportion basis taking into account the amount outstanding and the
rate applicable.

In case of PF London Group, interest income is accrued on a time basis, by reference to the principal
outstanding and at the effective interest rate applicable, which is the rate that exactly discounts estimated
future cash receipts through the expected life of the financial asset to that asset’s net carrying amount.

Interest Income recognised of PF London Group is Rs.Nil (Previous year Rs. Nil)
Dividends are recognised when the sharcholders’ right to receive payment is established by the balance sheet
date. Dividend from subsidiaries is recognised even if same are declared after the balance sheet date but

pertains to period on or before the date of balance sheet as per the requirement of Schedule VI of the
Companies Act, 1956.
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Undertaking fees is recognized on accrual basis over the tenure of the undertaking given.
1. Foreign Currency Transactions
Initial Recognition

Foreign currency transactions are recorded in the reporting currency, by applying to the foreign currency
amount the exchange rate between the reporting currency and the foreign currency at the date of the
transaction.

Conversion

Foreign currency monetary items are reported using the closing rate. Non-monetary items which are carried
in terms of historical cost denominated in a foreign currency are reported using the exchange rate at the date
of the transaction; and non-monetary items which are carried at the fair value or other similar valuation
denominated in a foreign currency are reported using the exchange rates that existed when the values were
determined.

Exchange Differences

Exchange differences arising on a monetary item that, in substance, form part of the company's net
investment in a non-integral foreign operation is accumulated in a foreign currency translation reserve in the
financial statements until the disposal of the net investment, at which time they are recognized as income or
as expenses.

Exchange differences, in respect of accounting periods commencing on or after December 7, 2006, arising on
reporting of long-term foreign currency monetary items at rates different from those at which they were
initially recorded during the period, or reported in previous financial statements, in so far as they relate to the
acquisition of a depreciable capital asset, are added to or deducted from the cost of the asset and are
depreciated over the balance life of the asset, and in other cases, are accumulated in a “Foreign Currency
Monetary Item Translation Difference Account” in the enterprise’s financial statements and amortized over
the balance period of such long-term asset/liability but not beyond accounting period ending on or before
March 31, 2011

Exchange differences arising on the settlement of monetary items not covered above, or on reporting such
monetary items of group rates different from those at which they were initially recorded during the year, or
reported in previous financial statements, are recognized as income or as expenses in the year in which they
arise.

However, in case of one of the subsidiary, Prime Focus London Plc, UK, all differences are charged to the
profit and loss account. This is in variance with the policy adopted by the Group.

Total Exchange (gain) / loss of PF London Group recognised in Profit and loss account is Rs.40.21 million
(Previous Year Rs. Nil). The said Exchange loss is included in Exceptional item.

m. Income Taxes

Tax expense comprises of current, deferred and fringe benefit tax. Current income tax and fringe benefit tax
is measured at the amount expected to be paid to the tax authorities in accordance with the Indian Income
Tax Act. Deferred income taxes reflects 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 and deferred tax liabilities are offset, if a legally enforceable right
exists to set off current tax assets against current tax liabilities and the deferred tax assets and deferred tax
liabilities relate to the taxes on income levied by same governing taxation laws.Deferred tax assets are
recognised only to the extent that there is reasonable certainty that sufficient future taxable income will be
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available against which such deferred tax assets can be realised. In situations where the company has
unabsorbed depreciation or carry forward tax losses, all deferred tax assets are recognised only if there is
virtual certainty supported by convincing evidence that they can be realised against future taxable profits.

At each balance sheet date the Company re-assesses unrecognised deferred tax assets. It recognises
unrecognised deferred tax assets to the extent that it has become reasonably certain or virtually certain, as the
case may be that sufficient future taxable income will be available against which such deferred tax assets can
be realised.

The carrying amount of deferred tax assets are reviewed at each balance sheet date. The Group writes-down
the carrying amount of a deferred tax asset to the extent that it is no longer reasonably certain or virtually
certain, as the case may be, that sufficient future taxable income will be available against which deferred tax
asset can be realised. Any such write-down is reversed to the extent that it becomes reasonably certain or
virtually certain, as the case may be, that sufficient future taxable income will be available.

Minimum Alternative Tax (MAT) credit is recognised as an asset only when and to the extent there is
convincing evidence that the Company will pay normal income tax during the specified period. In the year in
which the MAT credit becomes eligible to be recognized as an asset in accordance with the recommendations
contained in Guidance Note issued by the Institute of Chartered Accountants of India, the said asset is created
by way of a credit to the profit and loss account and shown as MAT Credit Entitlement. The Company
reviews the same at each balance sheet date and writes down the carrying amount of MAT Credit Entitlement
to the extent there is no longer convincing evidence to the effect that Company will pay normal Income Tax
during the specified period.

n. Segment Reporting

The Group’s operations predominantly relate to providing end-to-end digital post production services to the
media and entertainment industry viz., Films and Television. The Group’s operating businesses are organized
and managed according to the services and are identified as reportable segment based on the dominant source
and nature of risks and returns as primary and secondary segments. The analysis of geographical segments is
based on the areas in which major operating divisions of the Group operate.

o. Earnings Per Share

Basic earnings per share are calculated by dividing the net profit or loss for the period attributable to equity
shareholders by the weighted average number of equity shares outstanding during the period. The weighted
average numbers of equity shares outstanding during the period are adjusted for events of bonus issue; bonus
element in a rights issue to existing shareholders; share split; and reverse share split (consolidation of shares).

For the purpose of calculating diluted earnings per share, the net profit or loss for the period attributable to
equity shareholders and the weighted average number of shares outstanding during the period are adjusted for
the effects of all dilutive potential equity shares.
p. Provisions

A provision is recognised when an enterprise has a present obligation as a result of past event; 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.

q. Cash & Cash Equivalents

Cash and cash equivalents in the balance sheet comprise cash at bank and in hand, short term investments
with original maturity of three months or less and fixed deposits with banks.

r. Derivative Instruments
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S.

As per the ICAI Announcement, accounting for derivative contracts, other than those covered under AS-11,
are marked to market on a portfolio basis, and the net loss after considering the offsetting effect on the
underlying hedge item is charged to the income statement. Net gains, if any, are ignored.

Retirement and other Employee Benefits

Post employment benefits and other long term benefits :

Retirement benefits in the form of Provident Fund and Family Pension Fund is a defined contribution scheme
and the contributions are charged to the profit and loss account of the year when the contributions to the
respective funds are due. Liability in respect thereof is determined on the basis of contributions as required
under the Statue / Rules. There are no other obligations other than the contribution payable to the respective
trusts.

Prime Focus London Plc and its subsidiaries operates a defined contribution pension scheme. The assets of
the scheme are held separately from those of the subsidiary companies in an independently administered fund.
The amount charged against profits represents the contributions payable to the scheme in respect of the
accounting period.

Gratuity liability is a defined benefit obligation and is provided for on the basis of an actuarial valuation done
as per Projected Unit Credit method, carried out by an independent actuary at the end of the year.

Stock based compensation
PF London Group operates an equity-settled, share-based compensation plan. The fair value of the employee

services received in exchange for the grant of the options is recognised as an expense. The total amount to be
expensed over the vesting period is determined by reference to the fair value of the options granted.

3. Detail of charges provided for Secured Loans:

Nature Value Security
(INR in Million)
Term Loan Rs. 10543 | i.  Subservient Charge on the movable Fixed
Assets and

Receivables of the Company

ii. Personal Guarantee of the Promoter Director.

iii. Pledge of Shares by Promoters

iv. Escrow of rent payment receivable by
Promoters.

Term Loan Rs. 179.71 | i. First Charge on the Company’s entire Book

Debts, Bills whether documentary or clean,
outstanding monies, receivables, both present and
future and Term Deposits.

ii. First Charge on the Fixed Assets of the Company,
both present and future.(except Royal Palms
property)

iii. Personal Guarantees of the Promoter Director.

Term Loan Rs. 327.77 | i. First Charge against the Property Financed &

Project Assets.
1i. Personal Guarantees of the Promoter Director.

Term Loan Rs. 8.00 | i. First Charge against the equipment financed.
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Nature Value Security
(INR in Million)

Buyers Credit Rs.443.31 | i. First Charge on the Company’s entire Book
Debts, Bills whether documentary or clean,
outstanding monies, receivables, both present and
future and Term Deposits.

ii. First Charge on the Fixed Assets of the Company,
both present and future.(except Royal Palms
property)

iii. Personal Guarantees of the Promoter Director.

Cash Credit / Over Draft Rs. 173.57 | i. First Charge on the Company’s entire Book
Debts, Bills whether documentary or clean,
outstanding monies, receivables, both present and
future.

ii. First Charge on the Fixed Assets of the Company,
both present and future.

iii. Personal Guarantees of the Promoter Director.

=

Cash Credit / Over Draft Rs. 17.69 | i. First Charge on Current Asset
ii. Personal Guarantee of Director.
iii. Pledge of shares by Promoters

=

Short Term Demand Loan Rs. 250.00 | i. First Charge on Current Asset
ii. Personal Guarantee of Director.
iii. Pledge of shares by Promoters

—_

Vehicle Loan Rs. 13.24 | i. First Charge on the Vehicles Financed
Bank Loans of subsidiary (Prime Rs. 145.59 | i. Secured by a fixed and floating charge over the
Focus London Plc.) assets of the Prime Focus London Plc

Subsidiaries and PF London Group.

Hire Purchase Creditors (Prime Rs. 133.83 | i. Secured against respective movable assets.
Focus London Plc.)

Term Loan (Subsidiaries of Prime Rs. 567.88 | i. Secured against property and other equipments.
Focus Investments Ltd.)

Cash  Credit/  Over  Draft Rs. 76.10 | 1. Secured against book debts.

(Subsidiaries of Prime Focus
Investments Ltd.)

Vehicle Finance (Subsidiaries of Rs. 1.18 | i. Secured against vehicle financed.
Prime Focus Investments Ltd.)

4. The Group does not have suppliers who are registered as micro, small or medium enterprise under the
Micro, Small and Medium Enterprises Development Act, 2006 as at March 31, 2009. The information regarding
micro, small and medium enterprises has been determined on the basis of information available with the
management.

5. Geographical Segment

Although the Group’s major operating divisions are managed in India, the following table shows the distribution of
the Group’s consolidated sales by geographical market, regardless of where the services were provided:

Income from Operations by Geographical Area

(INR in Million)
2010 2009
India 857.67 889.75
United Kingdom 1,560.04 1,223.01
U.S. 988.85 801.99
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Canada 754.96 514.70
Other Countries 366.32 114.27
4,527.84 3,543.72
Segment Assets by Geographical Area and additions to Segment Assets
(INR in Million)
Segments Assets Additions to Fixed Assets and
intangibles
2010 2009 2010 2009

India 3,214.45 3,217.05 61.88 603.03
United Kingdom 2,079.15 1,451.29 602.77 91.64
U.S. 2,110.05 1,957.76 516.80 35.32
Canada 469.58 587.13 154.62 35.41
Other Countries 4.17 5.62 Nil Nil
7,877.40 7,218.85 1,336.07 765.40

During the FY 2008-09 the parent company was allotted 505,050 ordinary shares of 5 pence each in Prime Focus
London Plc, a subsidiary of the Group, as fully paid up for consideration other than cash for providing an
undertaking on certain future obligations, to the vendors under the Share Purchase Agreement entered by Prime
Focus London Plc. to acquire Machine Effects Limited.

The outcome of these obligations is dependent on uncertain future events for which no reliable estimate can be
made. Hence no provision is considered necessary (Refer Note No. 12 (ii)). Subsequent to year end, the parties to
whom the undertaking was provided have asked the Group to confirm that it will honor the guarantee provided by
the Group. The Group has filed a suit in Mumbai High Court alleging that the terms of the undertaking are not

tenable and hence no liability is expected to crystallize on the Group.

Related party disclosures:

a. List of related parties with whom transactions have taken place during the year
i) Key Management Personnel

Mr. Naresh Malhotra - Chairman

Mr. Namit Malhotra — Managing Director

ii) Relatives of Key Management Personnel

Ms. Neha Malhotra

Mr. Premnath Malhotra

iii) Enterprises owned or significantly influenced by Key Management Personnel
or their relatives

Blooming Bud Coaching Private Limited

Particulars of Related Party Transactions

(INR in Million)
S.No 2010 2009
1 Key Management Personnel*
a Remuneration
Namit Malhotra 3.00 3.00
Naresh Malhotra 3.00 3.00
6.00 6.00
b Balance Outstanding at the year end — Remuneration Payable
Namit Malhotra 0.17 0.24
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S.No

2010 2009
Naresh Malhotra 0.17 0.24
0.34 0.48
2 Relatives of Key management Personnel
Professional Fees
Neha Malhotra Nil 0.45
Premnath Malhotra 0.14 0.22
0.14 0.67
3 Enterprises owned or significantly influenced by Key
Management Personnel or their relatives
A Rent
i) Blooming Bud Coaching Private Limited 24.00 21.25
B Deposits given Nil 13.20
i) Blooming Bud Coaching Private Limited
C Balance receivable at the year end — Deposits 48.00 48.00

i) Blooming Bud Coaching Private Limited

* Key management personnel have given personal guarantee and have pledged part of their share holdings for

borrowings obtained by the Company. (Refer note 3 of Schedule 16)

8. Leases:

a. Operating Leases:

The Company has taken the premises on non-cancellable operating lease basis. The tenure of lease is for 60
months and further expandable for 10 years without non cancellation clause on mutual consent with escalation
clause. In case of PF London group the tenure of lease for the premises taken on non-cancellable operating
lease ranges from 5 years to 10 years without any escalation clause. Future lease rentals in respect of the said
premises taken on non-cancellable operating leases are as follows:

(INR in Million)
2010 2009
Lease Payments due within one year 74.45 78.05
Lease Payments due later than one but not later than five years 291.31 274.82
Lease Payments due later than five years 172.69 249.13

The Company has taken certain premises on cancellable operating lease basis. The tenure of the lease ranges

from 11 to 180 months.

Amount of lease rental charged to the Profit and loss account in respect of operating leases is Rs.176.18

Million (previous year Rs.210.60 Million).

b. Finance Leases:

Plant and machinery includes machinery obtained on finance lease. The lease term is for 3 years after which the
legal title is passed to the lessee. There is no escalation clause in the lease agreement. There are no restrictions

imposed by lease arrangements. There are no subleases.

(INR in Million)
2010 2009
Total Lease Payments for the year 30.66 8.67
Less : amount representing finance charges 7.02 1.61
Present value of minimum lease payments (Rate of interest: 17% p.a.) 23.64 7.06
Lease Payments due within one year [Present Value Rs. 26.48 Million as 30.66 34.68
on 31.03.2010 (Rs. 26.74 Million as on 31.03.2009)]

F95




Lease Payments due later than one but not later than five years [Present 22.99 60.70
Value Rs. 21.94 Million as on 31.03.2010 (Rs. 54.78 Million as on
31.03.2009)]
Lease Payments due later than five years Nil Nil
9. Earnings Per Share (EPS):
(INR in Million)
2010 2009
Net profit as per consolidated profit and loss account including
exceptional items for calculation of basic and diluted EPS 334.24 145.84
Weighted average number of equity shares in calculating basic EPS 12,822,588 12,739,300
Add : Weighted average number of equity shares which would be
issued on conversion of FCCB. 1,952,760 1,562,205
Weighted average number of equity shares in calculating diluted EPS 14,775,348 14,301,505
Basic EPS 30.72 11.45
Diluted EPS 27.39 10.20
10. Capital Commitement
(INR in Million)
2010 2009
i. Estimated amount of contracts remaining to be executed on capital
account and not provided for: 176.02 16.15
11. Contingent Liabilities not provided for:
(INR in Million)
2010 2009
i.  On account of undertakings given by the Group in favour of Customs
authorities at the time of import of capital goods under EPCG
Scheme. The Group is confident of meeting its future obligations on
such undertakings in the normal course of business. 748.59 797.03
ii. On account of undertaking given on future probable obligation on
behalf of subsidiary company in the course of acquisitions made by
Prime Focus London Plc. to vendors of Machine Effects Ltd. U.K. 61.08 69.36
iii. Matters pending with Tax Authorities (Block Assessment). The
Group has been advised that it has a valid case based on similar
decided matters. 0.11 1.05
iv. Company has made payment of taxes under protest towards addition
made by the tax authorities for the AY 2007-08. Company has gone
for an appeal to CIT (Appeals) 5.27 Nil
v. Premium on conversion of FCCB 420.38 269.14

12. Gratuity and other post-employment benefit plans:

a. Define benefit plans:

The parent company has a defined benefit gratuity plan. Every employee who has completed five years or more of
service gets a gratuity on departure at 15 days salary (last drawn salary) for each completed year of service.

The following tables summarise the components of net benefit expense recognised in the profit and loss account
and the funded status and amounts recognised in the balance sheet for the respective plans.

Profit and Loss account

Net employee benefit expense (recognised in Employee Cost)

(INR in Million)

Particulars March 31, 2010 March 31, 2009
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Amount Amount
Current service cost 0.73 0.55
Interest cost on benefit obligation 0.09 0.07
Expected return on plan assets Nil Nil
Net actuarial( gain) / loss recognised in the year (0.54) 0.22
Past service cost Nil 0.38
Net benefit expense 0.28 1.22
Actual return on plan assets Not Applicable Not Applicable
Balance sheet (INR in Million)
Details of Provision for gratuity March 31, 2010 March 31, 2009

Amount Amount
Defined benefit obligation 1.50 1.22
Fair value of plan assets.. Nil Nil
Amount recognised in the balance sheet 1.50 1.22
Changes in the present value of the defined benefit obligation are as follows: (INR in Million)
Particulars March 31, 2010 March 31, 2009

Amount Amount
Opening defined benefit obligation 1.22 0.38
Interest cost 0.09 0.07
Current service cost 0.73 0.55
Benefits paid Nil Nil
Actuarial (gains) / losses on obligation (0.54) 0.22
Closing defined benefit obligation 1.50 1.22
Changes in the fair value of plan assets are as follows:
The parent company does not fund the gratuity nor it has plans presently to contribute in the next year and hence the
disclosure relating to fair value of plan assets is not applicable.
The principal assumptions used in determining gratuity obligations for the Company’s plans are shown below:

March 31, 2010 March 31, 2009

Y% Y%

Discount rate 7.75% 7.75%
Expected rate of return on assets Not Applicable Not Applicable
Employee turnover 2 % 2 %
The estimates of future salary increases, considered in actuarial valuation, take account of inflation, seniority,
promotion and other relevant factors, such as supply and demand in the employment market.
Amounts for the current and previous year are as follows: [AS15 Para 120(n)] (INR in Million)
Particulars March 31, 2010 March 31, 2009

Amount Amount
Defined benefit obligation 1.50 1.22
Plan assets
Surplus / (deficit) (1.50) (1.22)
Experience adjustment on plan liabilities (gain) / loss (0.32)

Experience adjustment on plan asses

b. Defined Contributing Plan:

Amount recognized as an expense and included in Schedule — 15 as Contribution to Provident and Other Fund Rs.

60.81 Million (Previous Year — Rs.71.03 Million)
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13. Derivative Instruments and Unhedged Foreign Currency Exposure:

(INR in Million)

Value (March 31, Value (March 31, Purpose
2010) 2009)

Particulars of Derivatives

Currency Swap

USD 1.53 Million Hedge against exposure to

USS$ - JPY Nil (JPY 191.13 : .
Million) foreign currency fluctuations.
Particulars of Unhedged Foreign Currency Exposure as at the Balance Sheet Date
439.77 608.98
(USD 9.78 Million @ | (USD 11.97 Million For import of equipments
Closing Rate of @ Closing Rate of P quip
, PR 1 USD = Rs. 44.98) 1 USD = Rs. 50.88)
Buyer’s Credit (Liability) 354 38.44
(EUR 0.06 Million @ | (EUR 0.57 Million For import of equipments
Closing Rate of @ Closing Rate of P quip
1 EUR = Rs.60.84) 1 EUR = Rs.67.46)
Zero Coupon Foreign Currency 2,162.70 2,162.70 For strategic acquisitions and /

or strategic alliances outside of

Convertible Bonds (Liability) (USD 55.00 Million) | (USD 55.00Million) India

14. Foreign Currency Convertible Bonds (FCCB):

a.

On December 12, 2007, the Group issued 550 Foreign Currency Convertible Bonds (FCCB’s) of a face value of
US$ 0.10 Million each, aggregating to US$ 55.00 Million (equivalent — Rs. 2,162.70 Million). The net proceeds
from the issue of the Bonds are to be used for strategic acquisitions and/or strategic alliances outside of India, for
investment into wholly owned subsidiaries and/or joint ventures outside of India, for announced and future
acquisitions, for foreign currency capital expenditure or for any other use, as may be permitted under applicable
laws or regulations from time to time.

As per the terms of the issue, the holders have an option to convert FCCB into Equity Shares at an initial
conversion rate of Rs. 1,386.79 per equity share at a fixed exchange rate of Rs. 39.39 per USD subject to certain
adjustments as per the terms of the issue. In terms of condition of issue, the conversion price has been reset to Rs.
1,109 per equity share. Further, under certain conditions, the Group has the option to redeem the bonds on or after
December 12, 2010. Unless previously converted or redeemed or purchased and cancelled, the Group will redeem
these bonds, at 143.66% at the end of the five years from the date of issue i.e. on December 13, 2012. As at March
31, 2010, no bonds have been converted into equity shares of Rs. 10 each and the entire balance of 550 bonds
have been included and disclosed in the Schedule of “Unsecured Loans”.

The FCCB’s as detailed above are compound instruments with an option of conversion into specified number of
shares and an underlying foreign currency liability with the redemption at a premium in the event of non
conversion at the end of the period. The bonds are redeemable only if there is no conversion of bonds earlier. The
payment of premium on redemption is contingent in nature, the outcome of which is dependent on uncertain
future events. Hence no provision is considered necessary nor has been made in the accounts in respect of such
premium amounting to Rs. 420.38 Million (Previous Year Rs. 269.14 Million). However, in the event of
redemption, the premium payable would be adjusted against the balance in the Securities Premium Account.

The management is of the opinion that the bonds are a non monetary liability and hence, the exchange gain/ loss
on translation of FCCB liability in the event of redemption have not been recognized.

Had the Company revalued the bonds as at March 31, 2010 considering it as a long term monetary liability, the

profit for the year ended March 31, 2010 would have been lower by Rs. 46.12 Million (Previous Year: Rs.208.36
Million). The reserves as on that date would have been lower by Rs. 265.06 Million (Previous Year: Rs. 218.94

F98




Million) and foreign currency monetary item would have been Rs. 46.12 Million (Previous Year: Rs. 416.72
Million).

15. Miscellaneous Income:

As the Company is engaged in providing post production services, net income of Rs. 1.96 Million (Previous Year
Rs.0.95 Million) from production of TV Programme (gross Rs. 27.10 Million (Previous Year Rs. 11.55 Million)
less: direct cost of Rs. 25.14 Million (Previous Year Rs. 10.60 Million)) is disclosed under other income as
Miscellaneous Income of the Group for the year (including revenue from TV production income) is Rs. 4,554.93
Million (Previous Year: Rs. 3,555.27 Million).

16. Exceptional Items:

17.

During the previous year, there were two judgments by the High Court of Justice in London. Under these rulings
the Court had approved reclaiming VAT on several expenses (like Staff entertainment and subsistence, stock
exchange listing costs, petty cash expenses, etc.) which were excluded previously.

Based on the same and as advised by accountancy experts, Prime Focus London Plc. and its subsidiaries have
filed for VAT refund for the current year also and has recognised Rs. 33.89 Million (GBP 0.45 Million) as an
exceptional income for the year ended March 31, 2010.

During the year, Prime Focus London Plc. has liquidated 3 of its subsidiaries named ‘PF (Post Production)
Limited’, ‘K Post Limited’ and ‘The Machine Room Limited’ as per the restructuring plan. On liquidation of the
above subsidiaries, Prime Focus London Plc. has booked an exception income of Rs. 111.89 Million (GBP 1.48
Million) relating to excess liabilities not payable by the Group.

In addition to the above Prime Focus London Plc. has also booked an exceptional expense towards write off on
account of old unrecoverable balances amounting to Rs. 114.82 Million (GBP 1.52 Million), License fee cost paid
towards use of View D software amounting to Rs. 101.42 Million (GBP 1.34 Million) and Foreign exchange loss
of Rs. 40.21 Million (GBP 0.53 Million) towards revaluation of USD 6 million loan with Standard Chartered.In
addition to above, PF London has also booked expense towards share based payments of Rs.7.21 Million (GBP
0.09 Million), goodwill/ branding written off of Rs 19.30 Million (GBP 0.26 Million).

No amortization has been done for Film Rights in the current year as the rights are not exercisable in the current
year. Since the rights of parent Company are available for a period of more than 10 years the useful life of the
rights in parent company is considered to be more than 10 years.

18. During the year Prime Focus London Plc., one of the subsidiary has implemented a stock option scheme for all

employees of PF London Group who participated in a salary reduction scheme. Pursuant to ESOP Scheme
approved by the members of PF London Group On September 30, 2009, Board of Directors and had approved
stock option scheme to grant up to 1,236,965 share. The options were granted on October 1, 2009.The options
have vesting period of one year and can be exercised up to a period of 10 years and are subject to continuing
employment with PF London group. The employees pays the exercise price upon exercise of option.The
Consolidated Income statement charged for the year recognised in respect of equity-settled, share based payment
is Rs.7.21 Million (GBP 0.09 Million) (Previous year Rs. Nil (GBP Nil)). There were no stock options
outstanding at the beginning of the year. During the year Prime Focus London Plec. granted 1,185,911 options
with a weighted average exercise price of 7 Pence per option. There were no options forfeited during the year.
There were no options exercised during the year. The options outstanding as at March 31, 2010 was 1,185,911 at
the weighted average exercise price of 7 Pence per option.

The fair value of share options is estimated at the date of grant using the Black-Scholes option pricing model.
The following table gives the assumptions applied to the options granted in the respective periods shown.

2010 2009

Expected dividend yield 0% -
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Expected volatility 36% -

Risk-free interest rate 4.5% -
Expected life of options 5 years -
Weighted average fair value of options granted (pence) 16.08 -
Probability of forfeiture 0% -
Share price (pence) 21.5 -
Weighted average exercise price (pence) 7 -

19. Deferred Tax Assets

Deferred tax asset has arisen mainly due to brought forward losses of two of the subsidiaries of the Group, Prime
Focus London Plc and its Subsidiaries ('PF London group') and Prime Focus Investments Limited and its
subsidiaries ('PFIL group'). Both PF London group and PFIL group has recorded Profit of Rs. 158.92 Million
(before Minority Interest) and Rs. 106.80 Million respectively in year ended March 31, 2010. Also, they have
recorded profits till August 2010. They have received confirmed order to be executed in the period April 2010 to
November 2010. Considering the confirmed orders on hand, performance achieved till date and projected
revenue, management believes it will generate taxable profits to set-off the unabsorbed depreciation and carry-
forward losses and other timing differences resulting into deferred tax assets. Hence, both these Companies has
recognised deferred tax asset as at March 31, 2010 on carry-forward losses and unabsorbed depreciation.

20. Previous year’s figures have been regrouped where necessary to confirm to this year’s classification.

For and on behalf of the Board of Directors

Place: Mumbai Naresh Malhotra  Rivkaran Chadha  Navin Agarwal
Date: November 1, 2010 (Chairman) (Director) (Company Secretary)
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Schedule forming part of Reformatted Consolidated Financial Statement for FY 2008-09
Schedule 18 - Notes to Accounts

1. Nature of Operations:

Prime Focus Limited and its subsidiaries are engaged in the business of Post Production and Visual Effects
services for Films and Television content.

2. Statement of Significant Accounting Policies:

a. Basis of Preparation

The financial statements have been prepared to comply in all material respects in respects with the Notified
Accounting Standards by Companies Accounting Standards Rules, 2006 (as amended) and the relevant
provisions of the Companies Act, 1956. The financial statements have been prepared under the historical cost
convention on an accrual basis. The accounting policies have been consistently applied by the Group and
except for the changes in accounting policy discussed more fully below, are consistent with those used in the
previous year.

The financial statements of the subsidiaries used in the consolidation are drawn up to the same reporting date
as that of the holding company namely March 31, 2009.

b. Principles of Consolidation

The consolidated financial statements include the financial statements of Prime Focus Limited (‘the
Company’) and all its subsidiaries (collectively referred to as ‘the Group’), which are more than 50% owned
or controlled and have been prepared in accordance with the consolidation procedures laid down in
Accounting Standard 21-  Consolidated Financial Statements’ issued by ICAI

The Consolidated financial statements have been prepared on the following basis:

i.  The financial statements of the parent and the subsidiary 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 profits in full. An unrealised loss resulting from intra-
group transactions has also been eliminated except to the extent that recoverable value of related assets is
lower than their cost to the Group.

ii. The Assets & Liabilities of Subsidiaries are translated into Indian Rupees at the rate of exchange
prevailing as of the Balance sheet date. Revenue and Expenses are translated into Indian Rupees at an
average closing rate.

iii. The consolidated financial statements are presented, to the extent possible, in the same format as that
adopted by the parent for its separate financial statements.

iv. The consolidated financial statements are prepared using uniform accounting policies to the extent
practicable across the Group. Where necessary, adjustments are made to the financial statements of
subsidiaries to bring the accounting policies used into line with those used by Group, except in case of
the accounting policies mentioned below, where there exists variance between Parent and the subsidiary:

a. Fixed Assets

b. Depreciation

c. Foreign Currency Translation
d. Current Investments

v. Goodwill arising on consolidation
The excess of cost to the parent, of its investment in subsidiary over its portion of equity in the
subsidiary at the respective dates on which investment in the subsidiary was made, is recognized in the
financial statements as goodwill and in the case where equity exceeds the cost; the same is being
adjusted in the said goodwill. The parent’s portion of equity in the subsidiary is determined on the basis
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of the value of assets and liabilities as per the financial statements of the subsidiary as on the date of

investment.

c. List of subsidiaries which are more than 50% owned or controlled and included in the Consolidated

Financials:
Name of Subsidiary Principal Activity Country of | Percentage
Incorporation of Holding

Prime Focus London Plc. (formerly | Post Production and VFX | England & Wales 59.96%

known as VTR Plc, UK) services

Prime Focus Investments Ltd. Media and other Investments | England & Wales 100%

Prime Focus Technologies Pvt. Ltd. | Digital Asset Management India 51%

Flow Post Solutions Pvt. Ltd. Post Production services India 51%

GVS Software Pvt Ltd. No activity as of date India 100%

Prime Focus Motion Pictures Ltd. No activity as of date India 100%

Subsidiary undertakings of Prime Focus London Plc. (formerly known as VIR Ple, UK)

Blue Post Production Limited Broadcast Post Production England & Wales 100%

The Machine Room Limited Film Transfer, Video | England & Wales 100%
Mastering & DVD

VTR Media Investments Limited Media Investments England & Wales 100%

The Hive Animation Limited Post Production Service England & Wales 100%

Clipstream Limited Digital Content Management | England & Wales 100%

K Post Limited Post Production of | England & Wales 100%
Television Commercials

United Sound & Vision Limited Post Production of | England & Wales 100%
Television Commercials

Machine Effects Limited Graphics for Feature Films England & Wales 100%

PF (Post Production) Limited Post Production England & Wales 100%

Associates of Prime Focus London Plc. (formerly known as VTR Plc., UK)

VTR North Limited Post Production of | England & Wales 20%
Television Commercials

Petrol Digital Media Limited DVD Mastering & | England & Wales 49%
Authorising

Name of Subsidiary Principal Activity Country of | Percentage

Incorporation of Holding

Subsidiary undertakings of Prime Focus Investments Ltd. w.e.f. April 1, 2008

Prime Focus VFX Services I Inc Post Production and VFX | Canada 100%
services

Prime Focus VFX Services II Inc Post Production and VFX | Canada 100%
services

Prime Focus VFX Technology Inc Post Production and VFX | Canada 100%
services

Prime Focus VFX Pacific Inc Post Production and VFX | Canada 100%
services

Prime Focus VFX USA Inc Post Production and VFX | USA 100%
services

Prime Focus VFX Australia Pty Ltd | Post Production and VFX | Australia 100%
services

Post Logic Studios, Inc Post Production and VFX | USA 100%
services

Subsidiary undertakings of Post Logic Studios, Plc.

1800 Vine Street LLC | NA | USA | 100%
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Subsidiary undertakings of Prime Focus London Plc. (formerly known as VTR Pl¢, UK) — Liquidated

during the year

Clear (Post Production) Limited Post Production of TV | England & Wales 100%
commercials.

Outpost Post Production Limited Post Production of TV | England & Wales 100%
commercials

During the year consequent to Prime Focus Investments Limited, acquiring the above mentioned subsidiaries
there is an increase in net assets by Rs. 464.72 Million and decrease in profit before tax by Rs. 62.40 Million
and decrease in profit after tax by Rs. 5.12 Million

d. Use of Estimates

The preparation of financial statements in conformity with generally accepted accounting principles requires
management to make estimates and assumptions that affect the reported amounts of assets and liabilities and
disclosure of contingent liabilities at the date of the financial statements and the results of operations during
the reporting period end. Although these estimates are based upon management’s best knowledge of current
events and actions, actual results could differ from these estimates.

. Fixed Assets

Fixed assets are stated at cost less accumulated depreciation. Cost comprises the purchase price and any
attributable cost of bringing the asset to its working condition for its intended use. Borrowing costs relating to
acquisition of fixed assets which takes substantial period of time to get ready for its intended use are also
included to the extent they relate to the period till such assets are ready to be put to use.

f. Depreciation

Depreciation is provided using the Straight Line Method as per the useful lives of the assets estimated by the
management, or at the rates prescribed under Schedule XIV of the Companies Act, 1956 whichever is higher.

Schedule XIV Rates
Asset Group Rates (SLM) (SLM)
Land and Building 1.63% 1.63%
Plant & Machinery - Computer Based Assets 16.21% 16.21%
Plant & Machinery - Non Computer Based Assets 7.07% - 14.29% 7.07%
Software 16.21% 16.21%
Furniture & Fixtures and Electrical Fittings 10.00% 6.33%
Office Equipments 16.21% 13.91%
Vehicles 9.50% 9.50%

Leasehold improvements are depreciated on a straight line basis over the unexpired period of the lease.

However, one of the subsidiary company, Prime Focus London Plc, UK, provides depreciation using Written
Down Value (‘WDV’) Method, to write down the cost of fixed assets to their residual values over the
estimated useful economic lives at the following rates:

Asset Group Rates (WDV)
Equipment 13.91%
Fixtures and fittings 18.10%
Motor Vehicle 25.89%
Impairment
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The carrying amounts of assets are reviewed at each balance sheet date if there is any indication of
impairment based on internal/external factors. An impairment loss is recognized wherever the carrying
amount of an asset exceeds its recoverable amount. The recoverable amount is the greater of the asset’s net
selling price and value in use. In assessing value in use, the estimated future cash flows are discounted to
their present value at the weighted average cost of capital.

g. Intangible Assets
Film Rights

The Group amortises film costs using the individual-film-forecast method. Under the individual-film-forecast
method, such costs are amortised for each film in the ratio that current period revenue for such films bears to
management’s estimate of remaining unrecognised ultimate revenue as at the beginning of the current fiscal
year. Management regularly reviews and revises, where necessary, its total estimates on a film-by-film basis,
which may result in a change in the rate of amortisation and/or a write down of the intangible asset to fair
value. No amortization has been done in the current year as the rights are not exercisable in the current year.

h. Leases

Finance leases, which effectively transfer to the Group substantially all the risks and benefits incidental to
ownership of the leased item, are capitalized at the lower of the fair value and present value of the minimum
lease payments at the inception of the lease term and disclosed as leased assets. Lease payments are
apportioned between the finance charges and reduction of the lease liability based on the implicit rate of
return. Finance charges are charged directly against income. Lease management fees, legal charges and other
initial direct costs are capitalised.

If there is no reasonable certainty that the Group will obtain the ownership by the end of the lease item,
capitalized leased assets are depreciated over the shorter of the estimated useful life of the asset or the lease
term.

Leases where the lessor effectively retains substantially all the risks and benefits of ownership of the leased
item 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 leased term.

i. Stocks
Stock is included at the lower of cost and net realizable value less any provision for impairment.

j- Investments
Investments that are readily realisable and intended to be held for not more than a year are classified as
current investments. All other investments are classified as long-term investments. Current investments are
carried at lower of cost and fair value determined on an individual investment basis. Long-term investments
are carried at cost. However, provision for diminution in value is made to recognise a decline other than
temporary in the value of the investments.
In case of one of the subsidiary Prime Focus London Plc., quoted investments are revalued at each period end
according to the movement in the share price at the time. The change in value of the investment is charged or
credited to the fair value reserve in the balance sheet.

k. Revenue Recognition

Technical services receipts

Revenue is recognized to the extent that it is probable that the economic benefits will flow to the Company
and the revenue can be reliably measured.
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Technical services receipts are recognized on the basis of services rendered and when no significant
uncertainty exists as to its determination or realization.

Interest

Revenue is recognised on a time proportion basis taking into account the amount outstanding and the rate
applicable.

Dividends

Revenue is recognised when the shareholders’ right to receive payment is established by the balance sheet
date. Dividend from subsidiaries is recognised even if same are declared after the balance sheet date but
pertains to period on or before the date of balance sheet as per the requirement of Schedule VI of the
Companies Act, 1956.

Fee for providing undertaking

Undertaking fees is recognized on accrual basis over the tenure of the undertaking given.
I. Foreign Currency Transactions

Initial Recognition

Foreign currency transactions are recorded in the reporting currency, by applying to the foreign currency
amount the exchange rate between the reporting currency and the foreign currency at the date of the
transaction.

Conversion

Foreign currency monetary items are reported using the closing rate. Non-monetary items which are carried
in terms of historical cost denominated in a foreign currency are reported using the exchange rate at the date
of the transaction; and non-monetary items which are carried at the fair value or other similar valuation
denominated in a foreign currency are reported using the exchange rates that existed when the values were
determined.

Exchange Differences

Exchange differences arising on a monetary item that, in substance, form part of the company's net
investment in a non-integral foreign operation is accumulated in a foreign currency translation reserve in the
financial statements until the disposal of the net investment, at which time they are recognized as income or
as expenses.

Exchange differences, in respect of accounting periods commencing on or after December 7, 2006, arising on
reporting of long-term foreign currency monetary items at rates different from those at which they were
initially recorded during the period, or reported in previous financial statements, in so far as they relate to the
acquisition of a depreciable capital asset, are added to or deducted from the cost of the asset and are
depreciated over the balance life of the asset, and in other cases, are accumulated in a “Foreign Currency
Monetary Item Translation Difference Account” in the enterprise’s financial statements and amortized over
the balance period of such long-term asset/liability but not beyond accounting period ending on or before
March 31, 2011

Exchange differences arising on the settlement of monetary items not covered above, or on reporting such
monetary items of group rates different from those at which they were initially recorded during the year, or
reported in previous financial statements, are recognized as income or as expenses in the year in which they
arise.
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However, in case of one of the subsidiary, Prime Focus London Plc, UK, all differences are charged to the
profit and loss account. This is in variance with the policy adopted by the Group.

m. Income Taxes

Tax expense comprises of current, deferred and fringe benefit tax. Current income tax and fringe benefit tax
is measured at the amount expected to be paid to the tax authorities in accordance with the Indian Income
Tax Act. Deferred income taxes reflects 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 and deferred tax liabilities across various countries of operation are
not set off against each other as the Group does not have a legal right to do so. Deferred tax assets are
recognised 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 realised. In situations where the company has
unabsorbed depreciation or carry forward tax losses, all deferred tax assets are recognised only if there is
virtual certainty supported by convincing evidence that they can be realised against future taxable profits.

The carrying amount of deferred tax assets are reviewed at each balance sheet date. The Group writes-down
the carrying amount of a deferred tax asset to the extent that it is no longer reasonably certain or virtually
certain, as the case may be, that sufficient future taxable income will be available against which deferred tax
asset can be realised. Any such write-down is reversed to the extent that it becomes reasonably certain or
virtually certain, as the case may be, that sufficient future taxable income will be available.

Minimum Alternative Tax (MAT) credit is recognised as an asset only when and to the extent there is
convincing evidence that the Company will pay normal income tax during the specified period. In the year in
which the MAT credit becomes eligible to be recognized as an asset in accordance with the recommendations
contained in Guidance Note issued by the Institute of Chartered Accountants of India, the said asset is created
by way of a credit to the profit and loss account and shown as MAT Credit Entitlement. The Company
reviews the same at each balance sheet date and writes down the carrying amount of MAT Credit Entitlement
to the extent there is no longer convincing evidence to the effect that Company will pay normal Income Tax
during the specified period.

n. Segment Reporting

The Group’s operations predominantly relate to providing end-to-end digital post production services to the
media and entertainment industry viz., Film, Advertising and Television. The Group’s operating businesses
are organized and managed according to the services and are identified as reportable segment based on the
dominant source and nature of risks and returns as primary and secondary segments. The analysis of
geographical segments is based on the areas in which major operating divisions of the Group operate.

o. Earnings Per Share

Basic earnings per share are calculated by dividing the net profit or loss for the period attributable to equity
shareholders by the weighted average number of equity shares outstanding during the period. The weighted
average numbers of equity shares outstanding during the period are adjusted for events of bonus issue; bonus
element in a rights issue to existing shareholders; share split; and reverse share split (consolidation of shares).

For the purpose of calculating diluted earnings per share, the net profit or loss for the period attributable to
equity shareholders and the weighted average number of shares outstanding during the period are adjusted for
the effects of all dilutive potential equity shares.

p. Provisions
A provision is recognised when an enterprise has a present obligation as a result of past event; 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
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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.

q. Cash & Cash Equivalents

Cash and cash equivalents in the balance sheet comprise cash at bank and in hand, short term investments
with original maturity of three months or less and fixed deposits with banks.

r. Derivative Instruments

As per the ICAI Announcement, accounting for derivative contracts, other than those covered under AS-11,
are marked to market on a portfolio basis, and the net loss after considering the offsetting effect on the
underlying hedge item is charged to the income statement. Net gains, if any, are ignored.

s. Retirement and other Employee Benefits

i) Post employment benefits and other long term benefits :
Retirement benefits in the form of Provident Fund and Family Pension Fund is a defined contribution
scheme and the contributions are charged to the profit and loss account of the year when the
contributions to the respective funds are due. Liability in respect thereof is determined on the basis of
contributions as required under the Statue / Rules. There are no other obligations other than the
contribution payable to the respective trusts.

Prime Focus London Plc and its subsidiaries operates a defined contribution pension scheme. The
assets of the scheme are held separately from those of the subsidiary companies in an independently
administered fund. The amount charged against profits represents the contributions payable to the
scheme in respect of the accounting period.

Gratuity liability is a defined benefit obligation and is provided for on the basis of an actuarial
valuation done as per Projected Unit Credit method, carried out by an independent actuary at the end
of the year.

ii) Short term employee benefits:

Short term employee benefits are recognized as an expense at the undiscounted amount in the profit
and loss account of the year in which the related service is rendered.

3. Detail of charges provided for Secured Loans:

Nature Value Security
(INR in Million)
Term Loan Rs. 357.05 | i.  First Charge against the Property Financed

ii.  Subservient Charge on the movable Fixed Assets and
Receivables of the Company

iii. Personal Guarantee of the Promoter Director.

iv. Pledge of Shares by Promoters

Buyers Credit Rs. 745.45 | i.  Letter of Credit

ii.  First Charge on the Company’s entire Book Debts, Bills
whether documentary or clean, outstanding monies,
receivables, both present and future and Term Deposits.

iii. First Charge on the Fixed Assets of the Company, both
present and future.

iv. Personal Guarantees of the Promoter Director.

Cash Credit / Over Draft Rs. 477.49 | i. First Charge on the Company’s entire Book Debts, Bills
whether documentary or clean, outstanding monies,
receivables, both present and future.
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ii.  First Charge on the Fixed Assets of the Company, both
present and future.

iii. Personal Guarantees of the Promoter Director.
Short Term Demand Loan Rs. 25.00 | First Charge on Current Asset and Personal Guarantee of

Director.

Post Dated Cheques of the Company
Vehicle Loan Rs.17.95 | i. First Charge on the Vehicles Financed
Bank Loans of subsidiary Rs. 270.31 | i. Secured by a fixed and floating charge over the assets
(Prime Focus London Plc.) of the Subsidiary and Group.
Hire Purchase Creditors Rs. 48.38 | i. Secured against respective movable assets.
(Prime Focus London Plc.)
Term Loan (Subsidiaries of Rs. 612.40 | i. Secured against property and other equipments.
Prime Focus Investments
Ltd.)
Cash Credit/ Over Draft Rs. 19.21 | i. Secured against book debts.
(Subsidiaries of Prime
Focus Investments Ltd.)
Vehicle Finance Rs.9.77 | i. Secured against vehicle financed.
(Subsidiaries of Prime
Focus Investments Ltd.)

4. The Group does not have suppliers who are registered as micro, small or medium enterprise under the
Micro, Small and Medium Enterprises Development Act, 2006 as at March 31, 2009. The information regarding
micro, small and medium enterprises has been determined on the basis of information available with the
management.

5. Changes in Accounting Policy:

During the previous year, the Company had adjusted Mark-to-Market losses on loans/liabilities for fixed assets as
per the requirement of Schedule VI of the Companies Act, 1956 as per legal advice received. Consequent to recent
amendment to AS-11, the company has debited the foreign exchange fluctuation including Mark-to-Market loss on
loans/liability on derivative contract aggregating to Rs.45.16 million as at March 31, 2008 to Profit and Loss
Account.

In the current year, four subsidiaries of the group has changed (with retrospective effect) its method of providing
Depreciation on fixed assets from the Written Down Value (WDV) method at the rates based on technical estimates
of useful life, to the Straight Line Method (SLM) at the rates prescribed in Schedule XIV to the Companies Act,
1956 or technical estimates of the useful life whichever is higher.

Had those companies continued to use the earlier basis of providing depreciation, the charge to the Profit and Loss
Account for the current year would have been higher by Rs. 13.31 Million (GBP 0.17 Million) and the net block of
fixed assets would correspondingly be lower by the said amount. The net charge of GBP 0.17 Million (CAD 0.31
Million) arising out of retrospective re-computation has been recognized in the current year’s Profit and Loss
Account.

6. Changes in Accounting Estimates:
During the year ended March 31, 2009, the Group has changed the useful life of certain Plant & Machinery items
prospectively from April 1, 2008. Consequent to such change, the unamortised depreciable amount will be charged

over the revised remaining useful life of those assets. This change in estimate has resulted in profit after tax being
higher by Rs. 29.04 Million.
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7. The Group is presently operating an integrated post production setup. The entire operations are governed by the
same set of risks and returns and hence have been considered as representing a single segment. The said treatment is
in accordance with the guiding principles enunciated in the Accounting Standard on Segment Reporting (AS-17).

Geographical Segment

Although the Group’s major operating divisions are managed in India, the following table shows the distribution of
the Group’s consolidated sales by geographical market, regardless of where the services were provided:

Income from Operations by Geographical Area

(INR in Million)
2009 2008
India 889.75 774.48
United Kingdom 1,223.01 1,371.51
U.S. 801.99 Nil
Canada 514.70 Nil
Other Countries 114.27 75.34
3,543.72 2,221.33

Segment Assets by Geographical Area and additions to Segment Assets

(INR in Million)
Segments Assets Additions to Fixed Assets and
intangibles
2009 2008 2009 2008

India 3,217.05 2,907.75 603.03 746.90
United Kingdom 1,451.29 856.02 91.64 258.85
U.S. 1,957.76 Nil 35.32 Nil
Canada 587.13 Nil 35.41 Nil
Other Countries 5.62 7.72 Nil Nil

7,218.85 3,771.49 765.40 1,005.75

8. Related party disclosures:

a. List of related parties with whom transactions have taken place during the year

i) Key Management Personnel
Mr. Naresh Malhotra - Chairman

Mr. Namit Malhotra — Managing Director

ii) Relatives of Key Management Personnel

Ms. Neha Malhotra
Mr. Premnath Malhotra

iii) Enterprises owned or significantly influenced by Key Management Personnel

or their relatives

Blooming Bud Coaching Private Limited

b. Particulars of Related Party Transactions

(INR in Million)
S.No 2009 2008
1 Key Management Personnel
a Remuneration
Namit Malhotra 3.00 3.00
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S.No 2009 2008
Naresh Malhotra 3.00 3.00
6.00 6.00
b Balance Outstanding at the year end — Remuneration Payable
Namit Malhotra 0.24 Nil
Naresh Malhotra 0.24 Nil
0.48 Nil
2 Relatives of Key management Personnel
Professional Fees
Neha Malhotra 0.45 0.60
Premnath Malhotra 0.22 0.24
0.67 0.84
3 Enterprises owned or significantly influenced by Key
Management Personnel or their relatives
A Rent
i) Blooming Bud Coaching Private Limited 21.25 19.05
B Deposits given
i) Blooming Bud Coaching Private Limited 13.20 Nil
C Balance receivable at the year end — Deposits
i) Blooming Bud Coaching Private Limited 48.00 34.80
9. Leases:

a. Operating Leases:

Office premise is obtained on operating lease. The lease term is for 60 months and further renewable at the option
of the Group. In case of Lease Agreement with Maharashtra Film Stage and Culture Development for 180 months,

an escalation clause for increase in the lease amount in an
lation clause f the 1 tin 4™ 6™ and 1

1th

year of Agreement by Rs. 0.50 Million ; Rs.

0.50 Million and Rs. 0.60 Million per year respectively exists. There are no restrictions imposed by lease
arrangements. There are no sub-leases.

(INR in Million)
2009 2008
Total Lease Payments for the year 117.16 114.29
Lease Payments due within one year 101.59 136.02
Lease Payments due later than one but not later than five years 342.73 460.00
Lease Payments due later than five years 294.50 379.68

b. Finance Leases:

Plant and machinery includes machinery obtained on finance lease. The lease term is for 3 years after which the
legal title is passed to the lessee. There is no escalation clause in the lease agreement. There are no restrictions
imposed by lease arrangements. There are no subleases.

(INR in Million)
2009 2008
Total Lease Payments for the year 8.67 Nil
Less : amount representing finance charges 1.61 Nil
Present value of minimum lease payments (Rate of interest: 17% p.a.) 7.06 Nil
Lease Payments due within one year [Present Value Rs. 26.74 Million as 34.68 Nil
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on 31.03.2009 (Rs. Nil as on 31.03.2008)]
Lease Payments due later than one but not later than five years [Present 60.70 Nil
Value Rs. 54.78 Million as on 31.03.2009 (Rs. Nil as on 31.03.2008)]
Lease Payments due later than five years Nil Nil
10. Earnings Per Share (EPS):
(INR in Million)
2009 2008
Net profit as per consolidated profit and loss account including
exceptional items for calculation of basic and diluted EPS 145.84 295.36
Weighted average number of equity shares in calculating basic EPS 12,739,300 12,722,588
Add : Weighted average number of equity shares which would be
issued on conversion of FCCB. 1,562,205 470,801
Add :Weighted average number of equity shares diluted on merger Nil 24,658
Weighted average number of equity shares in calculating diluted EPS 14,301,505 13,218,047
Basic EPS (Rs) 11.45 23.22
Diluted EPS (Rs) 10.20 22.35
11. Contingent Liabilities not provided for:
(INR in Million)
2009 2008
i. Estimated amount of contracts remaining to be executed on capital
account and not provided for: 16.15 Nil
ii. On account of undertakings given by the Group in favour of Customs
authorities at the time of import of capital goods under EPCG
Scheme. The Group is confident of meeting its future obligations on
such undertakings in the normal course of business. 797.03 596.85
iii. Guarantees given by Banks on behalf of the Group. 36.34 28.79
iv. On account of undertaking given on future probable obligation on
behalf of subsidiary company in the course of acquisitions made by
Prime Focus London Plc. to vendors of Machine Effects Ltd. U.K. 69.36 Nil
v. On account of Unexpired Letters of Credit. Nil 109.45
vi. Matters pending with Tax Authorities (TDS Scrutiny) Nil 0.58
vii. Matters pending with Tax Authorities (Block Assessment). The
Group has been advised that it has a valid case based on similar
decided matters. 1.05 37.56
viii. Matters pending with Customs Authorities for which appeal is
pending with Appellate Tribunal. On the basis of legal advice
obtained, the Group is confident that no provision is required in
respect of this case at this point of time. 2.12 2.12
ix. Premium on conversion of FCCB 269.14 49.45
x. Compounding application pending with Reserve Bank of India

12. Gratuity and other post-employment benefit plans:

a. Define benefit plans:

The parent company has a defined benefit gratuity plan. Every employee who has completed five years or more of
service gets a gratuity on departure at 15 days salary (last drawn salary) for each completed year of service.

The parent company did not make any provision in respect of the gratuity benefit in previous year as amount was
not material. In Current year, it has adopted Accounting Standard 15 (Revised 2005) which is mandatory from
accounting periods starting from April 1, 2007. However, this adoption does not have a material impact on the
profit and loss account. Hence, the entire charge of Rs.1.22 Million has been debited to the profit and loss account
for the year and accordingly amounts for the previous year have not been furnished.
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The following tables summarise the components of net benefit expense recognised in the profit and loss account
and the funded status and amounts recognised in the balance sheet for the respective plans.

Profit and Loss account

Net employee benefit expense (recognised in Employee Cost)

(INR in Million)
Particulars March 31, 2009

Amount
Current service cost 0.55
Interest cost on benefit obligation 0.07
Expected return on plan assets -
Net actuarial( gain) / loss recognised in the year 0.22
Past service cost 0.38
Net benefit expense 1.22
Actual return on plan assets Not Applicable
Balance sheet (INR in Million)
Details of Provision for gratuity March 31, 2009

Amount
Defined benefit obligation 1.22
Fair value of plan assets -
Amount recognised in the balance sheet 122

Changes in the present value of the defined benefit obligation are as follows:

(INR in Million)
Particulars March 31, 2009
Amount
Opening defined benefit obligation 0.38
Interest cost 0.07
Current service cost 0.55
Benefits paid -
Actuarial (gains) / losses on obligation 0.22
Closing defined benefit obligation 1.22

Changes in the fair value of plan assets are as follows:

The parent company does not fund the gratuity nor it has plans presently to contribute in the next year and hence the
disclosure relating to fair value of plan assets is not applicable.

The principal assumptions used in determining gratuity and post-employment medical benefit obligations for
the parent company’s plans are shown below:

March 31, 2009

%

Discount rate 7.75%
Expected rate of return on assets Not Applicable
Employee turnover 2%
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The estimates of future salary increases, considered in actuarial valuation, take account of inflation, seniority,
promotion and other relevant factors, such as supply and demand in the employment market.

b. Defined Contributing Plan:

Amount recognized as an expense and included in Schedule — 15 as Contribution to Provident and Other Fund Rs.
71.03 Million (Previous Year — 59.09 Million)

13. Derivative Instruments and Unhedged Foreign Currency Exposure:

(INR in Million)
Value (March 31, Value (March 31, Purpose
2009) 2008)
Particulars of Derivatives
Currency Swap
USD 1.53 Million | USD 2:43Million
US$ - JpY (JPY 191.13 Million) (JPY 303.13
’ Million) Hedge against exposure to
10.62 foreign currency fluctuations.
INR = USD Nil (USD 0.23 Million)
Particulars of Unhedged Foreign Currency Exposure as at the Balance Sheet Date
608.98 429.64
(USD 11.97 Million | (USD 10.72 Million For import of equipments
@ Closing Rate of @ Closing Rate of P quip
, PR 1 USD = Rs. 50.88) 1 USD=Rs.40.10)
Buyer’s Credit (Liability) 38.44 12736
(EUR 0.57 Million @ | (EUR 2.02 Million@ . .
Closing Rate of Closing Rate of For import of equipments
1 EUR = Rs.67.46) 1 EUR = Rs.63.53)
Zero Coupon Foreign Currency 2,162.70 2,162.70 gfrs ti;rtaetei%il?icacllil:;n(?l?tzi?igdoé
Convertible Bonds (Liability) (USD 55.00 Million) | (USD 55.00 Million) &

India

14. Foreign Currency Convertible Bonds (FCCB):

a.

C.

On December 12, 2007, the Group issued 550 Foreign Currency Convertible Bonds (FCCB’s) of a face value of
US$ 0.10 Million each, aggregating to US$ 55.00 Million (equivalent — Rs. 2,162.70 Million). The net proceeds
from the issue of the Bonds are to be used for strategic acquisitions and/or strategic alliances outside of India, for
investment into wholly owned subsidiaries and/or joint ventures outside of India, for announced and future
acquisitions, for foreign currency capital expenditure or for any other use, as may be permitted under applicable
laws or regulations from time to time.

As per the terms of the issue, the holders have an option to convert FCCB into Equity Shares at an initial
conversion rate of Rs. 1,386.79 per equity share at a fixed exchange rate of Rs. 39.39 per USS$ subject to certain
adjustments as per the terms of the issue. Further, under certain conditions, the Group has the option to redeem the
bonds on or after December 12, 2010. Unless previously converted or redeemed or purchased and cancelled, the
Group will redeem these bonds, at 143.66% at the end of the five years from the date of issue i.e. on December
13, 2012. As at March 31, 2009, no bonds have been converted into equity shares of Rs. 10/- each and the entire
balance of 550 bonds have been included and disclosed in the Schedule of “Unsecured Loans”.

The FCCB’s as detailed above are hybrid instruments with an option of conversion into specified number of shares

and an underlying foreign currency liability with the redemption at a premium in the event of non conversion at
the end of the period. The bonds are redeemable only if there is no conversion of bonds earlier. The payment of
premium on redemption is contingent in nature, the outcome of which is dependent on uncertain future events.
Hence no provision is considered necessary nor has been made in the accounts in respect of such premium
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amounting to Rs. 269.14 Million (Previous Year Rs. 49.45 Million). However, in the event of redemption, the
premium payable would be adjusted against the balance in the Securities Premium Account.

The management is of the opinion that the bonds are a non monetary liability and hence, the exchange gain/ loss
on translation of FCCB liability in the event of redemption have not been recognized.

Subsequent to year-end, the Group has received a letter from the Reserve Bank of India (‘RBI’) stating that it is
not an eligible borrower to issue the Foreign Currency Convertible Bonds (‘FCCB’) of USD 55 million under
External commercial borrowings (ECB) guidelines. The Group has obtained legal opinion confirming its
eligibility and is in process of filing for compounding application with the RBI for the above mentioned matter
and resultant compliances. The ultimate outcome of the matter cannot presently be determined, and no provision
for any liability that may result has been made in the financial statements.

15. Miscellaneous Income:

Miscellaneous Income includes income from production of TV Programme and distribution of films of
Rs. 11.55 Million (Previous Year Rs. 34.60 Million) against which cost of Rs. 10.60 Million (Previous Year Rs.
28.01 Million ) is incurred.

16. Exceptional Items:

During the year under review i.e. April 1, 2008 to March 31, 2009, there were two judgments by the High Court
of Justice in London. Under these rulings the Court had approved reclaiming VAT on several expenses (like Staff
entertainment and subsistence, stock exchange listing costs, petty cash expenses, etc.) which were excluded
previously. Further the Court has now allowed for this reclaim to be calculated from 1996 onwards.

Based on above and as advised by accountancy experts, Prime Focus London Plc. and its subsidiaries have filed
for VAT refund and has recognised Rs. 122.18 million (GBP 1.56 million) as an exceptional income for the year
ended March 31, 2009.

Prime Focus London Plc. has written off Rs. 54.71 Million (GBP 0.70 Million) being old unrecoverable balances.

17. Corporate Restructuring of Prime Focus London Plc.

During the year, Outpost Post Production Limited (erstwhile Video Tape Recording Limited), subsidiary of Prime
Focus London Plc., was liquidated as per restructuring plan. In terms of Court permission received by the Prime
Focus London Plc. to adjust the liquidation loss against the share premium, it has adjusted the loss of GBP 3.68
million arising out of liquidation to its Share Premium account and accordingly an amount of Rs. 174.52 Million
(GBP 2.40 Million) being share of the parent company is shown as reduction from opening balance in the Profit
and Loss Account.

18. Previous year’s figures have been regrouped where necessary to confirm to this year’s classification. The previous
year’s figures are not strictly comparable as current year’s figure includes results of new acquisitions made by the
parent company. The figures of previous year were audited by a firm of Chartered accountants other than S.R.
Batliboi & Associates.

For and on behalf of the Board of Directors
Place: Mumbai Naresh Malhotra  Rivkaran Chadha  Navin Agarwal
Date: November 1, 2010 (Chairman) (Director) (Company Secretary)
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1.

2.

Schedule forming part of Reformatted Consolidated Financial Statement for FY 2007-08
Schedule 18 - Notes to Accounts

Nature of Operations:

Prime Focus Limited and its subsidiaries are engaged in the business of Post Production and Visual Effects
services for Films and Television content.

Significant Accounting Policies

a. Basis of Preparation
The financial statements have been prepared to comply in all material respects in respects with the Notified
Accounting Standard by Companies Accounting Standards Rules, 2006 and the relevant provisions of the
Companies Act, 1956. The financial statements have been prepared under the historical cost convention on
an accrual basis. The accounting policies have been consistently applied by the Group and except for the
changes in accounting policy discussed more fully below, are consistent with those used in the previous year.

b. Principles of Consolidation
The consolidated financial statements include the financial statements of Prime Focus Limited (‘the
Company’) and all its subsidiaries (collectively referred to as ‘the Group’), which are more than 50% owned
or controlled and have been prepared in accordance with the consolidation procedures laid down in
Accounting Standard 21- © Consolidated Financial Statements’ issued by ICAL

The Consolidated financial statements have been prepared on the following basis:

1.

il.

1il.

The financial statements of the parent and the subsidiary 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 profits in full. An unrealised loss resulting from intra-
group transactions has also been eliminated except to the extent that recoverable value of related assets is
lower than their cost to the Group.

The consolidated financial statements are presented, to the extent possible, in the same format as that
adopted by the parent for its separate financial statements.

The consolidated financial statements are prepared using uniform accounting policies to the extent

practicable across the Group. Where necessary, adjustments are made to the financial statements of

subsidiaries to bring the accounting policies used into line with those used by Group, except in case of

the accounting policies mentioned below, where there exists variance between Parent and the subsidiary:
a. Fixed Assets

b. Depreciation

c. Foreign Currency Translation

Goodwill arising on consolidation

The excess of cost to the parent, of its investment in subsidiary over its portion of equity in the
subsidiary at the respective dates on which investment in the subsidiary was made, is recognized in the
financial statements as goodwill and in the case where equity exceeds the cost; the same is being
adjusted in the said goodwill. The parent’s portion of equity in the subsidiary is determined on the basis
of the value of assets and liabilities as per the financial statements of the subsidiary as on the date of
investment.

c. List of subsidiaries which are more than 50% owned or controlled and included in the Consolidated
Financials :

Name of Subsidiary | Principal Activity | Country of | Percentage
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Incorporation | of Holding
VTR Plc, UK Post Production and VFX services Great Britain 56.61%
Prime Focus Investments Ltd. Media and other Investments Great Britain 100%
giime Focus Technologies Pvt. Digital Asset Management India 51%
Flow Post Solutions Pvt. Ltd. Post Production services India 51%
Subsidiary undertakings of VIR Plc., UK
Post Production of TV commercials
Clear (Post Production) Ltd. (Dormant dl.mng year and hived Great Britain 100%
across to Prime Focus London
Limited)
Prime Focus London Limited Post Production of TV commercials Great Britain 100%
Blue Post Production Limited Broadcast Post Production Great Britain 100%
The Machine Room Limited gi/n]l)Transfer, Video Mastering & Great Britain 100%
VTR Media Investments Limited | Media Investments Great Britain 100%
The Hive Animation Limited Post Production Service Great Britain 100%
Clipstream Limited Digital Content Management Great Britain 100%
K Post Limited Post Prodgctlon of Television Great Britain 100%
Commercials
United Sound & Vision Limited | LSt Production of Television Great Britain | 100%
Commercials
Machine Effects Limited Graphics for Feature Films Great Britain 100%
Associates of VTR Plc., UK
VTR North Limited Post Production of Television Great Britain | 20%
Commercials
Petrol Digital Media Limited DVD Mastering & Authorising Great Britain 49%

d. Use of Estimates

The preparation of financial statements in conformity with generally accepted accounting principles requires
management to make estimates and assumptions that affect the reported amounts of assets and liabilities and
disclosure of contingent liabilities at the date of the financial statements and the results of operations during
the reporting period end. Although these estimates are based upon management’s best knowledge of current
events and actions, actual results could differ from these estimates.

e. Fixed Assets

Fixed assets are stated at cost less accumulated depreciation. Cost comprises the purchase price and any
attributable cost of bringing the asset to its working condition for its intended use. Borrowing costs relating
to acquisition of fixed assets which takes substantial period of time to get ready for its intended use are also
included to the extent they relate to the period till such assets are ready to be put to use.

f. Depreciation
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Depreciation is provided using the Straight Line Method as per the useful lives of the assets estimated by the
management, or at the rates prescribed under Schedule XIV of the Companies Act, 1956 whichever is higher
as per the following rates:

Asset Group Rates (SLM) Schedu(lSeL)l(J[\)’ Rates
Office premises 1.63% 1.63%
Plant & Machinery - Computer Based Assets 16.21% 16.21%
Plant & Machinery - Non Computer Based Assets 7.07% - 14.29% 7.07%
Software 16.21% -
Furniture & Fixtures and Electrical Fittings 10.00% 6.33%
Office Equipments 16.21% 13.91%
Vehicles 9.50% 9.50%

However, one of the subsidiary Company, VTR Plc, UK, provides depreciation using Written Down Value
(‘WDV’) Method, to write down the cost of fixed assets to their residual values over the estimated useful
economic lives at the following rates:

Asset Group Rates (WDV)
Equipment 13.91%
Fixtures and fittings 18.10%
Motor Vehicle 25.89%

Leasehold improvements are depreciated on a straight line basis over the unexpired period of the lease.

The fixed assets net block of VIR Plc., as at balance sheet date stood at rupee equivalent of Rs.1,109.67
Million. It was not practicable to quantify the effects of the variance in the policy adopted for depreciation by
the subsidiary in the consolidated financial statements.

g. Impairment of Assets

The Group assesses at each balance sheet date whether there is any indication that an asset may be impaired.
If any such indication exists, the Group estimates the recoverable amount of the asset. If such recoverable
amount of the asset or the recoverable amount of cash generating unit to which the asset belongs is less than
its carrying amount, the carrying amount is reduced to its recoverable amount. The reduction is treated as an
impairment loss and is recognized in the profit and loss account. If at the balance sheet date there is an
indication that if a previously assessed impairment loss no longer exists, the recoverable amount is reassessed
and the asset is reflected at the recoverable amount.

h. Investments

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

i. Intangible Assets

Goodwill

Goodwill is amortized using the Straight Line Method over a period of five years. However, The Group
assesses at each balance sheet date whether there is any indication that the asset may be impaired. If any such
indication exists, the Group estimates the recoverable amount of the asset and the difference if any is charged
to the Profit and Loss Account.
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Film Rights

The Group amortises film costs using the individual-film-forecast method. Under the individual-film-forecast
method, such costs are amortised for each film in the ratio that current period revenue for such films bears to
management’s estimate of remaining unrecognised ultimate revenue as at the beginning of the current fiscal
year. Management regularly reviews and revises, where necessary, its total estimates on a film-by-film basis,
which may result in a change in the rate of amortisation and/or a write down of the intangible asset to fair
value. No amortization has been done in the current year as the rights are exercisable from 2008-09 onwards.

j- Leases

Finance leases, which effectively transfer to the Group substantially all the risks and benefits incidental to
ownership of the leased item, are capitalized at the lower of the fair value and present value of the minimum
lease payments at the inception of the lease term and disclosed as leased assets. Lease payments are
apportioned between the finance charges and reduction of the lease liability based on the implicit rate of
return. Finance charges are charged directly against income. Lease management fees, legal charges and other
initial direct costs are capitalised.

If there is no reasonable certainty that the Group will obtain the ownership by the end of the lease term,
capitalized leased assets are depreciated over the shorter of the estimated useful life of the asset or the lease
term.

Leases where the lessor effectively retains substantially all the risks and benefits of ownership of the leased
item, are classified as operating leases. Operating lease payments are recognized as an expense in the Profit
and Loss Account.

K. Stocks

Stock is included at the lower of cost and net realizable value less any provision for impairment.
I. Revenue Recognition

Technical services receipts
Revenue is recognized to the extent that it is probable that the economic benefits will flow to the Group and
the revenue can be reliably measured.

Technical services receipts are recognized on the basis of services rendered and when no significant
uncertainty exists as to its determination or realization.

Interest
Revenue is recognised on a time proportion basis taking into account the amount outstanding and the rate
applicable.

Dividends

Revenue is recognised when the shareholders’ right to receive payment is established by the balance sheet
date. Dividend from subsidiaries is recognised even if same are declared after the balance sheet date but
pertains to period on or before the date of balance sheet as per the requirement of Schedule VI of the
Companies Act, 1956.

Fee for providing and undertaking
Fee is recognized on accrual basis and is recognized over the tenure of the undertaking given the revenue
pertaining undertaking is disclosed as income in the Profit and Loss Account.

m. Foreign Currency Transactions

Initial Recognition
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Foreign Currency transactions are recorded in the reporting currency, by applying to the foreign currency
amount the exchange rate between the reporting currency and the foreign currency at the date of the
transaction.

Conversion
Foreign currency monetary items are reported using the closing rate. Non-monetary items which are carried
in terms of historical cost denominated in a foreign currency are reported using the exchange rate at the date
of the transaction; and non-monetary items which are carried at the fair value or other similar valuation
denominated in a foreign currency are reported using the exchange rates that existed when the values were
determined.

Exchange Differences

Exchange differences arising on the settlement of monetary items or on restatement of the Group’s monetary
items at rates different from those at which they were initially recorded during the year, or reported in
previous financial statements, are recognized as income or expenses in the year in which they arise except in
respect of liabilities for acquisition of fixed assets, where such exchange difference is adjusted in the
carrying cost of the respective fixed asset as per the legal advice obtained by the Group.

However, in case of one of the subsidiary, VTR Plc, UK, all differences are charged to the Profit and Loss
Account. This is in variance with the policy adopted by the Group.

n. Income Taxes

Tax expense comprises of current, deferred and fringe benefit tax. Current income tax and fringe benefit tax
is measured at the amount expected to be paid to the tax authorities in accordance with the Indian Income
Tax Act. Deferred income taxes reflects 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 and deferred tax liabilities across various countries of operation are
not set off against each other as the Group does not have a legal right to do so. Deferred tax assets are
recognised 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 realised. In situations where the Group has
unabsorbed depreciation or carry forward tax losses, all deferred tax assets are recognised only if there is
virtual certainty supported by convincing evidence that they can be realised against future taxable profits.

At each balance sheet date the Group re-assesses unrecognised deferred tax assets. It recognises un-
recognised deferred tax assets to the extent that it has become reasonably certain or virtually certain, as the
case may be that sufficient future taxable income will be available against which such deferred tax assets can
be realised.

The carrying amount of deferred tax assets are reviewed at each balance sheet date. The Group writes-down
the carrying amount of a deferred tax asset to the extent that it is no longer reasonably certain or virtually
certain, as the case may be, that sufficient future taxable income will be available against which deferred tax
asset can be realised. Any such write-down is reversed to the extent that it becomes reasonably certain or
virtually certain, as the case may be, that sufficient future taxable income will be available.

Minimum Alternative Tax (MAT) credit is recognised as an asset only when and to the extent there is
convincing evidence that the Group will pay normal income tax during the specified period. In the year in
which the MAT credit becomes eligible to be recognized as an asset in accordance with the recommendations
contained in Guidance Note issued by the Institute of Chartered Accountants of India, the said asset is
created by way of a credit to the profit and loss account and shown as MAT Credit Entitlement. The Group
reviews the same at each balance sheet date and writes down the carrying amount of MAT Credit Entitlement
to the extent there is no longer convincing evidence to the effect that Group will pay normal Income Tax
during the specified period.
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Retirement Benefits

One of the subsidiaries, VTR Plc, UK, operates a defined contribution pension scheme. The assets of the
scheme are held separately from those of the subsidiary in an independently administered fund. The amount
charged against profits represents the contributions payable to the scheme in respect of the accounting period.

. Segment Reporting

The Group’s operations predominantly relate to providing end-to-end digital post production services to the
media and entertainment industry viz., Film, Advertising and Television. The Group’s operating businesses
are organized and managed according to the services and are identified as reportable segment based on the
dominant source and nature of risks and returns as primary and secondary segments. The analysis of
geographical segments is based on the areas in which major operating divisions of the Group operate.

. Earnings Per Share

Basic earnings per share are calculated by dividing the net profit or loss for the period attributable to equity
shareholders by the weighted average number of equity shares outstanding during the period. The weighted
average numbers of equity shares outstanding during the period are adjusted for events of bonus issue; bonus
element in a rights issue to existing shareholders; share split; and reverse share split (consolidation of shares).

For the purpose of calculating diluted earnings per share, the net profit or loss for the period attributable to
equity shareholders and the weighted average number of shares outstanding during the period are adjusted for
the effects of all dilutive potential equity shares.

r. Provisions & Contingent Liabilities

The Group recognizes a provision when there is a present obligation as a result of past event that probably
requires an outflow of resources and a reliable estimate can be made of the amount of the obligation. A
disclosure for a contingent liability is made when there is a possible obligation or a present obligation that
may, but probably will not, require outflow of resources. Where there is a possible obligation or a present
obligation that the likelihood of outflow of resources is remote, no provision or disclosure is made.
Contingent assets are neither recognized nor disclosed in the Financial Statements.

S. Miscellaneous Expenditure

Costs incurred in connection with raising capital and borrowings are adjusted against the Securities Premium
Account.

t. Cash & Cash Equivalents

Cash and cash equivalents in the balance sheet comprise cash at bank and in hand, short term investments
with original maturity of three months or less and fixed deposits with banks.

3. Change in Accounting Policy

(a)

In the current year, the Company has changed (with retrospective effect) its method of providing
Depreciation on fixed assets, other than those at project sites and leasehold land and buildings, from the
Written Down Value (‘WDV’) method at the rates based on technical estimates of useful life, to the
Straight Line Method (‘SLM’) at the rates prescribed in Schedule XIV to the Companies Act, 1956 or
technical estimates of the useful life whichever is higher.

Had the Company continued to use the earlier basis of providing depreciation, the charge to the Profit and

Loss Account for the current period would have been lower by Rs.37.99 Million and the net block of fixed
assets would correspondingly be higher by Rs. 37.99 Million. The net charge of Rs.26.08 Million arising
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out of retrospective re-computation has been recognized in the current year’s Profit and Loss Account. The
effect of deferred tax on the above Rs.7.43 Million has been included in the deferred tax liability for the
year.

(b)  During the year, the Company changed its accounting policy on treatment of Miscellaneous Expenditure.
The Company now adjusts the same against Securities Premium Account instead of charging the same to
the Profit and Loss Account over a period of ten years. The Company has adjusted Rs.65.62 Million,
being the amount of Share Issue Expenses against the Securities Premium.

Had the Company continued to use the earlier basis of amortization of Miscellaneous Expenditure, the
charge to the Profit and Loss Account for the current period would have been higher by Rs.7.29 Million.

The Company has recognized Deferred Tax Credit of Rs.14.87 Million on the above and adjusted the same
to Profit and Loss Reserve.

(¢) The consolidated financial information of VTR Plc., UK and it’s subsidiary undertakings has been
prepared under the historical cost convention with and in accordance with applicable International
Financial Reporting Standards (IFRS) as adopted by the European Union and International Financial
Reporting Interpretations Committee (IFRIC) interpretations that are expected to be applicable for the year
ending 31% March 2008. These are subject to ongoing review and endorsement by the European
Commission, and possible amendment by the International Accounting Standards Board(IASB), and are
therefore subject to possible change. Further standards or interpretations may also be issued that could be
applicable for the year ending 31* March 2008. These potential changes could result in the need to change
the basis of accounting or presentation of certain financial information from that presented.

(d) Effects of IFRS transition and principal adjustments in VTR Plc., UK

IFRS 3: Goodwill

In accordance with UK GAAP, the Group previously made a change to its Profit and Loss Account to write
off goodwill over its estimated useful economic life. This is not permitted or required by IFRS.
Amortisaion of goodwill charged to the income statement in the year ended 31 August 2006 and period
ended 31% March 2007 has therefore been reversed.

IAS 39: Fair Value

Under UK GAAP, long term investments were accounted for at cost. Under IAS 39, such investments are
classified as “available-for-sale” and are recognized in the balance sheet at fair value with corresponding
fair value movements recognized in the income statement.

TAS 19: Employee Benefits
Under UK GAAP, the Group did not take account of the short term compensated absence such as holiday
pay accrued to employees. IAS 19 requires holiday pay to be accrued for when the corresponding services
have been received from employees. This results in the recognition of a provision of GBP 0.20 Million
(INR 16.11 Million) in the year ended 31* August 2006 and GBP 0.40 Million (INR 32.22 Million) in the
year ended 31% March 2007.

The Company along with its subsidiary namely, Storemedia Technologies Pvt. Ltd (STPL) had completed the
process of amalgamation of the Subsidiary into the Company with the approval of High Court of Judicature,
Mumbai, within whose jurisdiction the Registered Office of these Companies is situated. The Company has filed
the same with the Registrar of Companies (ROC) as required under section 391(3) of the Companies Act, 1956
(The Act). The appointed date under the scheme of amalgamation was 1st January, 2008. The financial statement
includes the effect given to the scheme of amalgamation post the approval of High Court as follows:

(a) All the assets and liabilities recorded in the books of the Transferor Company (the Subsidiary) amounting to

Rs.145.50 Million are transferred to and vested in the Transferee Company (the Company) pursuant to the
Scheme have been recorded by the Transferee Company at their book values;
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(b) 100,000 equity shares of Rs.10/- each at par of the Company aggregating to Rs 1.00 Million will be allotted
to the shareholders of STPL in the ratio of 100 equity shares of the Company for every 45 Shares of STPL,
pending which, this has been disclosed as Shares Pending Allotment.

(c) The investments in the subsidiary Company amounting to Rs.73.68 Million appearing in the books of
accounts of the Company, stands cancelled;

(d) The inter-Company balances amounting to Rs.0.84 Million stands cancelled; and

(e) The difference between the amount of net assets taken over by the Company over the value of investments /
loan and advances in its books along with, any alignment of the value of assets of the Transferee Company,
whether fixed or current, to fair value of such assets in accordance with prudent accounting principles, as
considered necessary by the Board of Directors of the Company with effect from the appointed date
amounting to Rs.70.93 Million has been considered under Business Restructuring Reserve of the Company.

The above accounting treatment is as per the Scheme of Amalgamation approved by the Honourable High
Court Judicature, Mumbai. However, this is in variance with the accounting treatment by pooling of interest
method as prescribed by AS 14 ‘Accounting for Amalgamation — generally accepted accounting principles in
India’. Had the Company followed the accounting treatment prescribed by AS 14, the above amount would
have been considered under the Securities Premium Account instead of the Business Restructuring Reserve.

Pursuant to the Scheme of Amalgamation, the Company was entitled to draw an amount not exceeding Rs 250.00
Million from the balance in the Securities Premium Account / Other Reserves appearing in the books of accounts
of either of the subsidiaries, the Company or both, and transfer the same to Business Restructuring Reserve
mentioned above.

Consequently the Company has withdrawn an amount of Rs.179.07 Million from the Share Premium Account and
transferred the same to the Business Restructuring Reserve. Against the aforesaid available Business Restructuring
Reserve totaling to Rs.250.00 Million, the Company has written off Sundry Debtors, Loans and Advances, Other
Current Assets and Miscellaneous Expenditure amounting to Rs.250.00 Million as provided in the Scheme of
Amalgamation. The Company, therefore, has utilized the balance lying in the Business Restructuring Reserve and
offset the same against difference in respect of the adjustments referred above in the Profit and Loss Account as
envisaged under the Scheme. Had the Company followed the accounting treatment prescribed by AS 14
‘Accounting for Amalgation — Generally Accepted Accounting Principles in India’, the above amount would have
been debited to the Profit and Loss Account instead of the Business Restructuring Reserve. Consequently, the
profit for year would have been lower by Rs.250.00 Million.

Detail of charges provided for Secured Loans:

Nature Security
Term Loan i. First Charge against the Property Financed
ii. Subservient Charge on the movable Fixed Assets and Receivables of the
Company
iii. Personal Guarantee of the Promoter Director.
Buyers Credit i. Letter of Credit

ii. First Charge on the Company’s entire Book Debts, Bills whether
documentary or clean, outstanding monies, receivables, both present and
future.

iii. First Charge on the Fixed Assets of the Company, both present and future.

iv. Personal Guarantees of the Promoter Director.

Cash Credit / Over Draft i. First Charge on the Company’s entire Book Debts, Bills whether
documentary or clean, outstanding monies, receivables, both present and
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7.

10.

future.
ii. First Charge on the Fixed Assets of the Company, both present and future.
iii. Personal Guarantees of the Promoter Director.

Short Term Demand Loan i. First Charge on Current Asset and Personal Guarantee of Director.
ii. Post Dated Cheques of the Company
Vehicle Loan i. First Charge on the Vehicles Financed

Bank Loans of subsidiary | i. Secured by a fixed and floating charge over the assets of the Subsidiary.
(VTR Plc., UK)

Foreign Currency Convertible Bonds (FCCB)

(a) On December 12, 2007, the Company issued 550 Foreign Currency Convertible Bonds (FCCB’s) of a face
value of US$ 0.10 Million each, aggregating to US$ 55.00 Million (equivalent — Rs.2,162.70 Million). The
net proceeds from the issue of the Bonds are to be used for strategic acquisitions and/or strategic alliances
outside of India, for investment into wholly owned subsidiaries and/or joint ventures outside of India, for
announced and future acquisitions, for foreign currency capital expenditure or for any other use, as may be
permitted under applicable laws or regulations from time to time.

(b) As per the terms of the issue, the holders have an option to convert FCCB into Equity Shares at an initial
conversion rate of Rs. 1,386.79 per equity share at a fixed exchange rate of Rs. 39.39 per US$ subject to
certain adjustments as per the terms of the issue. Further, under certain conditions, the Company has the
option to redeem the bonds on or after December 12, 2010. Unless previously converted or redeemed or
purchased and cancelled, the Company will redeem these bonds, at 143.66% at the end of the five years
from the date of issue i.e. on December 13, 2012.

As at March 31, 2008, no bonds have been converted into equity shares of Rs. 10 each and the entire
balance of 550 bonds have been included and disclosed in the Schedule of “Unsecured Loans”.

(c) The FCCB’s as detailed above are hybrid instruments with an option of conversion into specified number
of shares and an underlying foreign currency liability with the redemption at a premium in the event of non
conversion at the end of the period. A number of factors would influence the conversion decision including
the quoted price of the Company’s shares, rate of exchange, interest rates in the market, etc. The Company
expects that the Bond holders would continue to opt for conversion rather than redemption and
consequently no premium is expected to be payable and in that basis the same is not provided for.
However, in the event of redemption, the premium payable would be adjusted against the balance in the
Securities Premium Account.

(d) The management is of the opinion that the bonds are a non monetary liability and hence, the exchange
gain/loss on translation of FCCB liability in the event of redemption has not been recognized.

The Group have not received any intimation from ‘suppliers’ regarding their status under the Micro, Small and
Medium Enterprises Development Act, 2006 and hence disclosures, if any, relating to amounts unpaid as at the
year and together with interest paid / payable as required under this Act have not been given.

As per legal advice received, the Group has continued with its accounting policy to adjust foreign exchange
fluctuation on loans/liabilities for fixed assets as per the requirement of Schedule VI of the Companies Act, 1956,
which is at a variance to the treatment prescribed in Accounting Standard (AS-11) “Effect of Changes in Foreign
Exchange Rates” notified in the Companies (Accounting Standard) Rules 2006 dated December 7, 2006.

The Company capitalized Mark to Market (MTM) losses aggregating to Rs.45.17 Million relating to fixed assets
purchased, which is not in compliance with Accounting Standard Rules, 2006. Had the Company written off those

losses the Profit for the year and fixed assets as at 31 March 2008 would have been lower by Rs.45.17 Million.

During the year, the Company has acquired the Post Production Business of M/S. UTV Software Communications
Ltd. for a total consideration of Rs. 120.00 Million.
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11. The Group is presently operating an integrated post production setup. The entire operations are governed by the
same set of risks and returns and hence have been considered as representing a single segment. The said treatment
is in accordance with the guiding principles enunciated in the Accounting Standard on Segment Reporting (AS-
17).

Geographical Segment

Although the Group’s major operating divisions are managed in India, the following table shows the distribution of
the Group’s consolidated sales by geographical market, regardless of where the services were provided:

Income from Operations by Geographical Area (INR in Million)
2008 2007
India 774.48 551.56
United Kingdom 1,371.51 1,350.32
Europe 11.35 47.13
Rest of World 63.98 6.38
2,221.32 1,955.39

Segment Assets by Geographical Area (INR in Million)

2008 2007
India 2,907.75 2,029.76
United Kingdom 856.02 730.76
Europe 0.30 4.46
Rest of World 7.43 8.63
3,771.50 2,773.61

12. Related party disclosures :
a.  List of Parties:

i) Key Management Personnel
Mr. Naresh Malhotra - Chairman
Mr. Namit Malhotra — Managing Director

ii) Relatives of Key Management Personnel
Mrs. Neeta Malhotra
Ms. Neha Malhotra
Mr. Premnath Malhotra

iii) Enterprises owned or significantly influenced by Key Management Personnel or their relatives
Blooming Bud Coaching Private Limited

b. Particulars of Related Party Transactions (INR in Million)
2008 2007
Key Management Personnel
Salary 6.00 4.80
Rent - 0.12
6.00 4.92

Relatives of Key Management Personnel
Remuneration 0.84 0.83
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13.

14.

15.

Rent - 0.06
0.84 0.89
Enterprises owned or significantly influenced by Key
Management Personnel or their relatives
Rent
1. Blooming Bud Coaching Private Limited 19.05 10.15
Leases (INR in Million)
Operating Leases 2008 2007
Total Lease Payments at the Year end 114.29 69.35
Lease Payments due within one year 136.02 26.39
Lease Payments due later than one but not later than five years 460.00 67.50
Lease Payments due later than five years 379.68 89.70
Hire Purchase Obligations 2008 2007
Repayable within one year 38.80 58.92
Repayable between one and two years 26.53 13.44
Repayable between two and five years 26.53 Nil
Earnings per share (EPS) (INR in Million)
2008 2007
Net profit as per profit and loss account including exceptional items for 29536 21371
calculation of basic and diluted EPS ’ ’
Weighted average number of equity shares in calculating basic EPS 12,722,588 12,190,410
Weighted average number of equity shares in calculating diluted EPS 13,218,047 12,190,410
Basic EPS 23.22 17.53
Diluted EPS 22.35 17.53
a. Contingent liabilities (INR in Million)
2008 2007
i. Estimated amount of contracts remaining to be executed on capital . .
. Nil Nil
account and not provided for:
ii. Claims against the Company not acknowledged as debts: Nil Nil
iii. On account of upfiertaklngs given by the Company in favour of 506.85 39121
Customs authorities
iv. On account of Corporate guarantee Nil 145.66
v. On account of undertaking given on behalf of subsidiary Company Nil 45.27
vi. On account of Unexpired letters of credit 109.45 59.80
vii. Matters pending with Tax authorities 0.58 0.58
viii. Matters pending with customs authorities 2.12 Nil
ix. Cross Guarantee given between Group Companies for bank loans
. 101.53 130.81
of Group undertakings.

b. The Company was subject to a search operation conducted by the Income-tax authorities on 25™ June, 2003.
Pursuant to the said search and subsequent assessments under Section 156 of the Income-tax Act, 1961, the
Income tax authorities raised demands under the Income - Tax Act, 1961, aggregating to Rs.37.56 Million
pertaining to the assessment years 2001- 2002 to 2004 — 2005 . The Income Tax Appellate Tribunal, decided the
matter in favour of the Company, and awarded substantial relief. The Income Tax Department may move the
Honourable High Court against the orders of the Tribunal. Based on the favorable decisions in similar cases,
opinion taken by the Company, discussions with legal experts etc., the Company believes that there is a good
chance of decision going in its favour in respect of the above demands and hence no provision is considered
necessary against the same. The Company had paid an amount of Rs.13.77 Million under protest as on date
against the said demand.
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16. Derivative Instruments and Un hedged Foreign Currency Exposure

| Value | Purpose
Particulars of Derivatives
Currency Swap
INR - USD Rs.10.62 Million (US$ 0.23 Million) Hedge against exposure to foreign
USD - JPY US$ 2.43 Million (JPY 303.13 Million) | currency fluctuations.
Particulars of Unhedged Foreign Currency Exposure as at the Balance Sheet Date
Buyer’s Credit Rs.429.64 Million

(US$ 10.72 Million @ Closing Rate of | For import of equipments
1 US$ = Rs.40.10)

Rs.127.86 Million
(EUR 2.02 Million @ Closing Rate of | For import of equipments
1 EUR =Rs.63.53)

Zero Coupon Foreign . .
P & For strategic acquisitions and / or

ggggzcy Convertible US$ 55.00 Million strategic alliances outside of India
Provision for Undertaking GBP 1.30 Million

17. Previous year’s figures have been regrouped where necessary to confirm to this year’s classification.

For and on behalf of the Board of Directors

Place: Mumbai Naresh Malhotra  Rivkaran Chadha  Navin Agarwal
Date: November 1, 2010 (Chairman) (Director) (Company Secretary)

F126



To

Limited Review Report

The Board of Directors
Prime Focus Limited

1))

2)

3)

4)

5)

We have reviewed the accompanying condensed balance sheet of Prime Focus Limited (‘the Company’) as at
June 30, 2010, and the related condensed statements of profit & loss and cash flows for the quarter then
ended (hereinafter referred to as ‘the condensed financial statements’). Management is responsible for
preparation of the condensed financial statements and these have been approved by the Board of directors of
the Company. Our responsibility is to issue a report on the condensed financial statements based on our
review.

We conducted our review in accordance with the Standard on Review Engagement (SRE) 2410, Review of
Interim Financial Information Performed by the Independent Auditor of the Entity issued by the Institute of
Chartered Accountants of India. This standard requires that we plan and perform the review to obtain
moderate assurance as to whether the financial statements are free of material misstatement. A review is
limited primarily to inquiries of company personnel and an analytical procedure applied to financial data and
thus provides less assurance than an audit. We have not performed an audit and accordingly, we do not
express an audit opinion.

The Company has not revalued the FCCB of USD 55 million at the exchange rate prevailing as at June 30,
2010, March 31, 2010, March 31, 2009 and March 31, 2008, which in our opinion is not in accordance with
Accounting Standard 11 “The Effects of Changes in Foreign Exchange Rates” and not provided for the
premium payable on redemption of these FCCB. Had the Company revalued the bonds as at June 30, 2010,
the profit for the quarter ended June 30, 2010 and the reserves as at that date would have been lower by Rs
32.72 million and Rs 297.78 million respectively and Foreign Currency Monetary Item Translation
Difference account would have been Rs 98.16 million. Further, had the Company provided for the premium
on redemption, the securities premium as at June 30, 2010 would have been lower by Rs 481.83 million.
Consequent to the above, the FCCB balance at June 30, 2010 would have been higher by Rs 877.78 million.
This had caused us to qualify our audit opinion on the financial statements for the year ended March 31,
2010 for the year ended March 31, 2009 and the limited review reports on the financial results for the
quarters ended June 30, 2009, September 30, 2009, December 31, 2009 and March 31, 2010.

Subject to the effect of the matter referred to in paragraph 3 above, based on our review conducted as above,
nothing has come to our attention that causes us to believe that the accompanying statement of unaudited
financial results prepared in accordance with recognition and measurement principles laid down in
Accounting Standard 25 “Interim Financial Reporting”, notified pursuant to the Companies (Accounting
Standards) Rules, 2006 (as amended).

This report is furnished solely at the request of the Board of Directors for the purpose of inclusion in the
Placement Document for the Company’s proposed Qualified Institutions Placement (‘QIP’) of its equity
shares in accordance with in accordance with the provisions of Chapter VIII of the Securities and Exchange
Board of India (Issue of Capital and Disclosure Requirements) Regulations, 2009 (‘the ICDR Regulations’)
and is not to be used for any other purpose or referred to in any document or distributed to anyone without
our prior written consent.

For S.R. BATLIBOI & ASSOCIATES
Firm registration number: 101049W
Chartered Accountants

per Govind Ahuja
Partner

Membership No.: 48966
Place: Mumbai

Date: November 1, 2010
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STANDALONE CONDENSED BALANCE SHEET AS AT JUNE 30, 2010

(Rs. in Million)

Unaudited Audited
As at As at
30 June 2010 31 Mar 2010

1. Sources of Funds:
Shareholders Funds
Share capital 128.23 128.23
Reserves and Surplus 2,020.31 1,990.95

2,148.54 2,119.18
Loan Funds:
a) SecuredLoans 1,452.75 1,518.72
b) UnsecuredLoans 2,162.70 2,162.70

3,615.45 3,681.41
Deferred Tax Liability (Net) 165.22 164.52
Total 5,929.21 5,965.11
II. Application of Funds:
Fixed Assets
Gross Block 2,209.47 2,183.59
Less: Accumulated Depreciation 831.52 776.51
Net Block 1,377.95 1,407.09
Add: Capital Work-In-Progress
(including Capital Advances) 687.68 600.69

2,065.63 2,007.78
Investments 2,302.27 2,302.27
Current Assets, Loans and Advances
a) Sundry Debtors 658.11 757.48
b) Cash and Bank Balances 168.45 151.81
¢) Other Current Assets 160.01 62.19
d) Loans and Advances 803.47 888.99

1,790.04 1,860.46
Less: Current Liabilities and Provisions
a) Liabilities 227.08 203.90
b) Provisions 1.65 1.50

228.73 205.40

Net Current Assets 1,561.31 1,655.06
Total 5,929.21 5,965.11

Condensed notes attached herein form an integral part of the condensed balance sheet.

Place: Mumbai
Date: November 1, 2010

For Prime Focus Limited

Director
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STANDALONE CONDENSED STATEMENT OF PROFIT AND LOSS ACCOUNT

FOR THE QUARTER ENDED JUNE 30, 2010

(Rs. in Million)

Unaudited
For the Quarter For the Quarter
ended ended 30 June
30 June 2010 2009
Income:
a) Income From Operations 253.61 215.90
b) Other Income 9.06 14.01
Total 262.67 22991
Expenditure:
Operating costs 139.79 127.95
Interest 32.01 34.94
Depreciation 52.83 50.19
Profit Before Taxation 38.04 16.83
Provision for Current Tax 7.98 0.58
Provision for Deferred Tax 0.70 5.13
Provision for Fringe Benefit Tax - 0.33
Profit After Taxation 29.36 10.78
Add : Profit Brought Forward From
previous Year 1,012.69 885.43
Profit Carried to Balance Sheet 1,042.05 896.20
Earnings per Share (not annualised and face
value Rs.10 per share)
1. Basic Earnings Per Share 2.29 0.84
2. Diluted Earnings Per Share 2.04 0.75

Condensed notes attached herein form an integral part of the condensed profit and loss account

Place: Mumbai
Date: November 1, 2010

For Prime Focus Limited

Director
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STANDALONE CONDENSED CASH FLOW STATEMENT FOR THE QUARTER

ENDED JUNE 30, 2010
(Rs. in Million)
Unaudited
For the Quarter ended
June 30, 2010
1 | Cash Flows From Operating activities 205.09
2 | Cash Flows From Investing activities (52.70)
3 | Cash Flows From Financing activities (125.69)
4 | Net increase/(decrease) in cash and cash equivalents 26.70
5 | Cash and cash equivalents at beginning of the Period 36.20
6 | Cash and cash equivalents at end of the Period 62.90

Condensed notes attached herein form an integral part of the condensed cash flow

Note: Cash and cash equivalents comprise of cash at bank and in hand, fixed deposits with bank kept under
lien for the Debt Servicing Reserve Account for secured loan and does not include fixed deposit
representing margin money against bank guarantee

For Prime Focus Limited

Place: Mumbai
Date: November 1, 2010 Director
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Notes forming part of the unaudited condensed financial statements for the three months ended June 30, 2010

1.

Background
Prime Focus Limited is engaged in the business of Post Production and Visual Effects services for Films and
Television content.

Basis of Preparation

The condensed financial statements have been prepared in accordance with Accounting Standard (AS-25) on
Interim Financial Reporting to comply in all material respects with the notified accounting standards by
Companies Accounting Standard Rules, 2006. The condensed financial statements have been prepared under
the historical cost convention on an accrual basis.

The Company has followed the same accounting policies in preparing the condensed financial statements as
were followed for the year ended March 31, 2010, except for provision for employee benefits which is
estimated based on the actuarial valuation of these benefits for the year ended March 31, 2010 and the
estimate of costs expected to be incurred during the year ending March 31, 2011.

Segment Reporting

The Company’s operations predominantly relate to providing end-to-end post production services to the
media and entertainment industry viz., Films and Television. The Company’s operating businesses are
organized and managed according to the services and are identified as reportable segment based on the
dominant source and nature of risks and returns as primary and secondary segments. The analysis of
geographical segments is based on the areas in which major operating divisions of the Company operate.

Foreign Currency Convertible Bonds

The Company has not revalued the Foreign Currency Convertible Bonds (FCCBs) of USD 55 million as
these are considered as non monetary liability. Had the Company revalued the bonds as at June 30, 2010
considering it as a long term monetary liability, the profit for the quarter ended June 30, 2010 would have
been lower by Rs. 32.72 million. The reserves as on that date would have been lower by Rs. 297.78 million.
This is the subject matter of qualification in the Auditors Report for the financial year ended March 31, 2009,
the limited review reports for the quarter ended June 30, 2010 and quarter March 31, 2010 and quarter
December 31, 2009 and quarter September 30, 2009 and quarter ended June 30, 2009.

Contingent Liabilities not provided for:
(INR in Million)
30.06.2010

1. On account of undertakings given by the Company in favor of Customs
authorities at the time of import of capital goods under EPCG Scheme.

. o L 48.
The Company is confident of meeting its future obligations on such 748.59
undertakings in the normal course of business.
ii. On account of undertaking given on future probable obligation on 61.08

behalf of subsidiary company in the course of acquisitions made.

iii. Matters pending with Tax Authorities (Block Assessment). Company
has been advised that it has a valid case based on similar decided | 0.11
matters.

iv. Matters pending with Tax Authorities towards addition made by the tax
authorities for the AY 2007-08. Company has gone for an appeal to | 5.27
CIT (Appeals) and has made full payment of demand under protest.

v. Guarantee for Lease taken by step-down subsidiary 46.52
(USD 1 Million)
vi. Premium on conversion of FCCB 481.83
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Subsequent events to the end of the three month period ended June 30, 2010
Issue of warrants

Pursuant to the Board approval dated August 27, 2010 and shareholders’ approval dated September 30, 2010,
the Company has allotted 1,000,000 warrants convertible into Equity Shares on October 15, 2010 to Mr.
Namit Malhotra, a member of the Promoters and Promoter Group carrying an option/ entitlement to subscribe
to equivalent number of Equity Shares on a future date not exceeding 18 months from the date of allotment of
such warrants. Each warrant shall be convertible into one equity share of nominal value of Rs. 10/- each at a
price not less than the minimum price determined in accordance with the provision of Chapter VII of SEBI
(ICDR) Regulations. The Company has received from Mr. Namit Malhotra, a sum equivalent to 25% of the
price of the Equity Share to be issued in surrender/ exchange of each of such warrant. Each of the said
warrant shall carry a right, entitling Mr. Namit Malhotra or any other registered owner in the event such
warrants are transferred, to apply for at his/ her option, and seek allotment of one equity share upon
surrendering/ exchanging of such warrant to the Company along with the balance 75% of the issue price of
the Equity Share.

Stock Split/Sub-Division of Equity Shares

Pursuant to the Board approval dated August 27, 2010 and Shareholders’ approval dated September 30, 2010
and pursuant to section 94(1)(d) and all other applicable provisions of the Companies Act, 1956 and subject
to the provisions of the Articles of Association of the Company and the Listing Agreements with the Stock
Exchanges, the Company has issued and has sub-divided each of the existing 1,28,22,588 Equity Shares of
Rs. 10/- each in the capital of the Company on which the sum of Rs. 10/- is credited as fully paid up into
12,82,25,880 equity shares of Re. 1/- each of which the sum of Re. 1/- shall be credited as fully paid up.

The condensed financial statements have been prepared for inclusion in the Placement Document for the
Company’s proposed Qualified Institutions Placement (‘QIP’) of its equity shares in accordance with in
accordance with the provisions of Chapter VIII of the Securities and Exchange Board of India (Issue of
Capital and Disclosure Requirements) Regulations, 2009 (‘the ICDR Regulations’).

Prior period comparatives

The Company has prepared condensed financial statements for the three month period ended June 30, 2010
for the first time and accordingly, the prior period comparatives are not presented for the cash flow statement
for the period then ended.
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DECLARATION
All the relevant provisions of the Companies Ac®5& and the guidelines issued by the Governmennhdif or the
guidelines issued by the Securities and ExchangardBof India, established under Section 3 of theuSges and
Exchange Board of India Act, 1992, as the case lmayave been complied with and no statement nmattési Placement
Document is contrary to the provisions of the Conigs Act, 1956, the Securities and Exchange Boahddia Act, 1992

or rules made or guidelines issued thereundeheasdse may be. We further certify that all statgmen this Placement
Document are true and correct.

Signed by:

Mr. Naresh Malhotra
Chairman and Whole-Time Director

Date: November 9, 2010

Place: Mumbai
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OUR REGISTERED OFFICE

2" Floor, Building H,
Main Frame IT Park,
Royal Palms, Near Aarey Colony, Goregaon (East),
Mumbai 400 065, Maharashtra (India)

BOOK RUNNERS

Intensive Fiscal Services Private Limited
131, C-Wing, Mittal Tower, 13Floor,
Nariman Point
Mumbai — 400 021

Centrum Capital Limited*
Centrum House, Vidya Nagari Marg,
CST Road, Kalina, Santacruz (East),

Mumbai 400 098

* Centrum Capital Limited and the Company have a comdirector, hence Centrum Capital Limited shall beolved only in
marketing of the issue.

DOMESTIC LEGAL ADVISOR TO THE COMPANY

Oasis Counsel & Advisory
Udyog Bhavan, 1st floor,
29, Walchand Hirachand Marg,
Ballard Estate,

Mumbai - 400038

AUDITORS TO THE COMPANY

S. R. Batliboi & Associates
6th Floor, Express Towers,
Nariman Point,
Mumbai 400021
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